The-Story Behind the Numbers

Effects of Child Support Order Amounts on Payments by Low-
Income Parents

About a quarter of noncustodial fathers have
reported incomes below the Federal poverty
level' and about 2.5 million of these fathers do
not pay child support.? In addition, many
noncustodial mothers have reported incomes
below the Federal poverty guidelines.’

Neither national surveys nor the Federal Office
of Child Support Enforcement (OCSE)
administrative data track child support orders as
a percent of noncustodial parents’ income.*
However, several multistate studies indicate that
many low-income noncustodial parents have
support orders that represent a high percentage
of their reported earnings (high percentage
orders).” The Department of Health and Human
Services (HHS) 2006 income guidelines set the
poverty level for one person at $9,800 per year,®
and earnings from year-round, 40-hour per week
employment at minimum wage are $10,712
gross per year.

A 2006 Urban Institute study matched
noncustodial parents in seven States (Arizona,
Illinois, Michigan, New Jersey, Ohio,

. Pennsylvania, and Texas) to earnings from the
quarterly wage files.” The study found that
median current support orders are 83% of
reported earnings for noncustodial parents with
incomes up to $10,000 per year. In contrast, it
also found that median current support orders
are 11% of reported earnings for noncustodial
parents with incomes starting at $40,000 per
year.

A 2002 Office of Inspector General (OIG) study
of TANF (Temporary Assistance for Needy
Families) cases in 10 States found that support
obligations represented 40% of noncustodial
parents’ reported earnings on average.” The
same study found that child support obligations
are a substantially higher proportion of income,
69% among noncustodial parents with reported
earnings below the poverty line.

High percentage orders were found to be an
issue for low-income noncustodial parents

participating in responsible fatherhood
programs. An evaluation of OCSE responsible
fatherhood programs in five States found that for
noncustodial parent participants with reported
earnings of $500 per month or less, support
obligations averaged over 100% of their
reported earnings.” The same study found that
percentage orders were less for participants with
reported earnings of $501 to $1,000 per month.
Support obligations ranged from 21% to 61% of
reported earnings for noncustodial fathers in this
income range.'’

There is a relationship between low income and
high percentage orders. Both poor custodial
parents and noncustodial parents face barriers to
improving their income situation.'! Barriers
include lack of education and poor work records.
Studies show that 42% have less than a high
school education and about one-third lack recent
work experience. Health issues and not having a
telephone are other common employment
barriers.

A significant proportion of low-income
noncustodial fathers are also likely to be
institutionalized. One study estimates that 29%
of poor noncustodial fathers who are not paying
child support are institutionalized, mostly in
prisons. '

FACTORS CONTRIBUTING TO HIGH
PERCENTAGE ORDERS AMONG LOW-INCOME
NONCUSTODIAL PARENTS

Factors that contribute to high percentage orders
are (1) the structure of child support guidelines,
(2) income imputation and default orders, (3)
retroactive support, (4) noncustodial parents
owing support on multiple orders, and (5) the
lack of modification of orders.

Guidelines

Most State guidelines assess between 17% and
37% of the noncustodial parent’s net or gross
income as the support obligation for one to two
children.”® In addition, many guidelines require
the establishment of minimum support orders—




typically $50 per month—and additional support
to cover the custodial parent’s work-related
child care expenses or the child’s non-
reimbursed medical expenses.‘4

Although many State guidelines allow low-
income adjustments to ensure that a
noncustodial parent’s income after payment of
child support and taxes provides a subsistence
level of living, these adjustments are not always
updated to account for inflation." As a result,
the adjustments become inadequate over time.
For example, prior to recently being updated, the
low-income adjustment in one State had not
been updated for over 10 years. As aresult, a
noncustodial parent with annual earnings of
$10,000 would be left with about $6,000 (or
64% of the 1999 poverty level for one person)
after payment of the guideline amount, Federal
and State taxes, and work expenses.'®

Default Orders and Income Imputation

One of the major factors contributing to high
percentage orders is income imputation.
Sometimes the imputed income is much greater
than the noncustodial parent’s actual income.
Income imputation is common when the
noncustodial parent’s income is unknown or the
parent is temporarily or voluntarily unemployed
or underemployed. Income imputation occurs
frequently in default judgments because, by
definition, default means that the noncustodial
parent did not show up for the hearing.
Typically, at the hearing the noncustodial parent
has an opportunity to provide his/her actual
income information. Without accurate income
information, default orders are frequently based
on imputed income.

The practice of issuing default orders varies
widely among States and jurisdictions. For
example, a Casey Foundation publication reports
that the percentage of orders entered by default
ranged from 10% to 79% in selected
jurisdictions."” Among the seven States
interviewed, the percentage of orders entered by
default ranged from about 25% to 83%.'® These
States reported varying rates of income
imputation, from a low of 2% among all cases in
one State to a high of 46% among TANF cases
in another State.

Although the OIG analysis of case files in
several States did not note default orders, it
found that 45% of orders were based on imputed
income. The OIG also found that noncustodial
parents with imputed-income orders were about
four times more likely to pay nothing than
noncustodial parents without imputed-income
orders."”

Several state-specific studies found that
noncustodial parents are less likely to pay child
support if the order was entered by default. For
example, a 2001 Colorado study found that the
proportion of cases making no payments was
55% among orders established by administrative
default, compared to 35% of orders established
through a stipulation at administrative
conference hearings.”’ A Washington State study
of hard-to-collect cases (i.e., cases with debts
over $500 and no payments in the preceding six
months) found that about 70% of orders entered
by default had no payment while 50% of orders
set by other means had no payment.”'

California was able to reduce the percentage of
orders established through default from 45% in
2001 to 29% in 2005 by undertaking measures
such as changes in policies and procedures,
placing family facilitators in the courts to help
parents navigate the court system, and training
of child support commissioners by the courts.”
California also reduced income imputation. The
availability of the noncustodial parent’s actual
income information also increased from 40% in
2001 to 76% in 2005. California attributes this
increased reliance on actual income to the same
policy and procedural changes that resulted in a
decline in defaults, along with advances in
technology and information sharing that provide
better access to income from automated sources
(e.g., quarterly wage data).

Retroactive Support and Arrears

The OIG 2000 study also found that
noncustodial parents were charged retroactive
support in 58% of TANF cases. About one-third
of noncustodial parents charged for more than
12 months of retroactive support made no
payment during the first 32 months of the
obligation. In contrast, only 14% of
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noncustodial parents who were not charged
retroactive support made no payments during the
same time period.

There are numerous State studies that have
profiled cases with high arrears or assessed the
collectability of arrears.” A Washington State
study illustrates a possible link between high
percentage orders and child support arrears.”*
The study found that the average order amount
for noncustodial parents who had increasing
child support arrears was in excess of 100% of
the parent’s wages. Specifically, the median
income of noncustodial parents with increasing
arrears was $163 per month and the median
order amount was $335 per month.

In contrast, median support order amounts were
4% of wages among noncustodial parents with
decreasing debt and 11% of wages among
noncustodial parents with no change to debt.
The median monthly gross income among
noncustodial parents with decreasing debt was
$1,812 per month. The median monthly gross
income among noncustodial parents with no
change in debt was $2,380 per month.

STATE RESPONSES

We interviewed seven States for this policy
brief. Based on their experience, they offered
several suggestions for setting orders in low
income cases. Their specific suggestions were
also congruent with strategies identified in the
National Child Support Enforcement Plan for
FY2005-2009, such as the strategy to emphasize
prevention and early intervention to avoid
payment problems.”*Other recommendations are
as follows:

v Collaborate with programs and agencies that
help noncustodial parents find employment
or increase their earnings potential.

v Index or periodically review and update the
low-income adjustment in State child
support guidelines.

v Encourage noncustodial parents to appear
(hence avoid a default process) or otherwise
provide income information by keeping
legal notices easy to understand, clearly

explaining the establishment and
enforcement process, scheduling and
offering parents an opportunity to stipulate
at a negotiation conference, and reminding
both parents of conference and hearing
dates.*®

v Impute income only if information cannot be
obtained from other sources (e.g., the
noncustodial parent, the custodial parent,
employers, automated sources).

v When there is no evidence of income,
impute the noncustodial parent’s income
using the normal work hours of local
service-sector employers. For example, if
local fast-food restaurants only offer 32-
hour work weeks, impute income using a
32-hour work week, rather than a 40-hour
work week.

v’ Use early intervention strategies (e.g.,
personal telephone reminders) to engage the
parent and to help alleviate barriers to full
compliance.

v Limit the period covered by retroactive
support and limit the assessment of state-
owed retroactive support, particularly when
the noncustodial parent has low income or is
receiving public assistance.

Further, the interviewed States affirmed the
importance of establishing reasonable and

appropriate support order amounts from the
start. That is, establish order amounts that:

v noncustodial parents have the ability to pay;
v' help avoid the accumulation of arrears that
are not collectable;

provide adequate support for children; and
promote family self-sufficiency.
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