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Background

Federal and state welfare reforms of the 1980& been declared an enormous success
by policymakers at all levels, as well as the gahgublic, based on two undisputed facts. First,
welfare caseloads declined markedly over mofcthis decade all agss the country (U.S.
Department of Health and Human Services, 20@G)d, second, employment levels for current
and former welfare recipients increasetisantially over the same period (e.g., Bishop, 1998,
Mueser et al., 2001). However, this successhate into question recently, in part because
those who leave welfare frequently have very &arnings and are liketp return to welfare
(Tweedie et al., 1999). Employmiginstability may be one of the most important proximate
causes of the poor earnings trajectories faceddtfare recipients and other low-skilled workers
(e.g., Gladden and Taber, 2000; Holzer and LaLonde, 2000).

Most welfare reform research to date f@sised on only one of the parents involved in
the welfare system, the custodial parent (CP), tylgitiaé mother who is or has been on welfare.
The non-custodial parent (NCPyptcally the father of the depdents in question, has received
both inadequate attentidrom policymakers and researchers and insufficient assistance from the
existing array of programs. This is hardly a new phenomenon, but it has become ever more
important as policymakers have placed greater emphasis on self-reNdafare reforms of the
late 1980s and the 1990s at the fedana state level directed NCRstake a more active role in
supporting their families. Child support enfeneent and personal responsibility agreements
mandating cooperation with paternity and child suppollection are just a few of the ways this
interest has been manifested. The Persormgp@esibility and Work Oportunity Reconciliation
Act (the Personal Responsibility Act or PRA)1&96 certainly increased the stress given to such
approaches, even as it mandated time limit&elfiare receipt. The Welfare-to-Work Grants
Program authorized by the Balanced Budget AdtS87 (as amended) also prioritized NCPs for

workforce services.

In several states—in particular, Massachusetts (Luttrell, 1996), Wisconsin (Meyer, 1993),
and Texas (Schexnayder et al. 1998)—researchers initiated studies of NCPs and the role of child
support in welfare and to a lessxtent poverty dynamics. Resegars in Texas also examined
the effect of workforce referrals in inducingetpayment of child support (O’Shea et al., 2001).



Beyond demonstrating the feasilyi of linking administrative records to support NCP-related
research, this early reseasaggested that welfare and poverty outcomes varied significantly
with differences in state welfare policies, indhglwelfare benefit levels and treatment of labor
market earnings (i.e., “earnings disregardsi) addition, Huang at al. (2002) conducted a recent
national study of the role @hild support in welfare exi@nd re-entries, using National
Longitudinal Survey (NLS)-Youth data from tperiod 1979-1996. All of these studies of the
effects of enhanced child support enforcenmnwelfare and poverty dynamics address the

periodbeforethe reforms of the mid-1990s became effective.

Collecting additional child support from NCBsd ensuring that it reaches custodial
parents are highly desirable frahe individual's, taxpayersind society’s perspectives.
However, in high-benefit states (e.g., Madsusetts, Wisconsin) with favorable earnings
treatment, added child supportldittle to contribute to welfar exits but led to significant
positive effects on poverty rates (Luttrell, 1996;yde 1993). In Texas, which has among the
lowest welfare benefits in the nation—a maximaf only $204/month in TANF benefits for a 3-
person family and even less in the 1990s, additiohild support was found to be as much as
three times more importatitan the caretaker’'s own earrsng inducing welfare exits and
reducing recidivism, but did n@bntribute significantly to moving families out of poverty
(Schexnayder et al. 1998).

The only national study of these issuedHuang et al. (2002) focused on young welfare
mothers (n=1,068) and found thatlbéhe level of child suppogayments and the strength of
state child support enforcement led to signifioahtgher welfare exits and lower re-entries in
the pre-TANF era, effects that were substantigteater than those of other unearned income.
The national study did not address the effectshdfl support payments or enforcement on

poverty outcomes.

Researchers in Texas recently completstley of the effects ofarious factors on
welfare outcomes focusing on welfaeavers and divertees in the perfoliowing welfare
reform, using quantitative analysis of linkedvadistrative records (plus some analysis of
combined quantitative and qualitative data), gudlitative analysis of interviews with leavers

and divertees (Schexnayder et20002). Two cohorts were stedi. the first from April 1998 to



June 1999, and the second from July to &aper 2000. Researchers did not analyze the
experiences of thentirewelfare population, but addressedtjthese two important subgroups.
This study produced findings for welfare leaveid tivere very similar to the earlier pre-reform
era Texas study of recipients as a whole. Betw6 and 7 percent of TANF leavers in the two
cohorts received child supporttime six months prior to exitvhile 10 to 13.5 percent were
receiving it six months after exit. They noteditttchild support payments rarely, if ever, made
the difference between being in poverty or (pt’47). This was the case both because child
support payments were irregular, and, when made, modest in size relative to household
budgetary needs. Receiving more child supportagasciated with a statistically significant
increase in the probability of exiting TAN&s well as a significantly lower post-TANF
employment rate. And, finally, regression analys the combined administrative and survey
data on TANF leavers suggested that every $1@bild support receivedias associated with a
statistically significant 6 percége point reduction in the TANfe-entry rate, an effeatore
than4 times largeithan that of caretakers’ ewvages in the exit month.

Thus, the available research offers ambiguesslts on the rolef NCP earnings and
child support in promoting exits from welfaaaed poverty and reducing welfare recidivism. The
studies focused mainly on pre-reform periods, leg@onsiderable room for further research. In
the current paper, we report on additional reseanctine role of child saport and both custodial
and non-custodial parent earningslexas welfare and poverntlynamics in the post-reform

eral

Data

The analysis presented here focuses on evatdt cohort of TANF recipients receiving
benefits anywhere in Texas in the last quasfe¥997. It identifies th non-custodial parents
(NCPs) associated with theirilchsupport cases (on which th&NF recipient is the custodial
parent, or CP), and tracks both parents’ ie@s) TANF, and poverty outcomes for two years

afterwards. Our cohort of welarecipients consists of gfimary caretakers in households

! Originally, we had intended to conduct this analisiseveral of the participating ADARE project states.
However, gaining access tocasuccessfully linking NCP anchild support collaétons data wittwelfare and labor
market data for these analyseas only possible in Texas.
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receiving cash assistance as part of the sipgrent family TANF program between October
and December 1997.

Welfare receipt data are drawn from stadeninistrative data files maintained by the
Texas Department of Humanr8iees (DHS). Data for NCPs, including demographics,
payment history, and other variables, are dricam administrative files maintained by the state
Title IV-D agency under the Social Security A¢th Texas, NCP data are secured from the Child
Support Division of the Office of the Attorn&eneral (OAG), the designated IV-D agency.
Note that welfare cases may be associaiiéid wore than one NCP record, since women may

have had children with more than one father.

Employment and earnings data are drémem Unemployment Insurance (Ul) wage
records collected by the Tex@sorkforce Commission (TWC) as paf the federal/state Ul
program. Total quarterly earnings for altlividuals working in employment covered by
Unemployment Insurance in thes are available on this fifeln addition, the four-digit
Standard Industrial Classification (SIC) code is provided for employers. We also included
supplemental employment and earnings data fytirar states for these NCPs from the National
Directory of New Hires (NDNH). The absemof out-of-state employment data was a
significant limitation in earlier Texaresearch. While more th&rpercent of a sample of NCP
cases had non-Texas addresses, it was not possibetermine how many were employed out of
state (Schexnayder et al., 1998, p. 1Ap@ementing 1998-1999 Ul wage records with NDNH
data for Texas NCPs, statewide, resulteith@éneases of 17 percent in employment and 28
percent in earnings. Accessing such data appgeanake a difference in observed labor market

outcomes for NCPs.

Workforce development participation datare also derived fra individual-level
Choices, Job Training Partnership Act, and Vianée Investment Act participation records
maintained by TWC. Also included froMWC sources were time-varying county-level
unemployment rates, employment growth raéesi measures of poation density (urban,
suburban, rural) based on whetherteaounty is in a large, small, or no MSA. Data were also

2 In a statewide sample of Texas NCPs in the m@B$9the mean number of opened child support cases per

welfare caretaker was between 1.35 ald {Schexnayder et al., 1998, p. 17).

% Key exclusions include self employment, employment with religious institutions, and railroads, among others.
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gathered from the U.S. Census Bureau foemhaining poverty rates based on the number of
adults and children in the family, and from Breau of Labor Statistics the Consumer Price
Index for all urban consumers (CPI-U) was useddjust all dollar amounts to constant, year

2000 dollars.
Analysis

Longitudinal datasets consistj of person-quarter records meconstructed in order to
track outcomes of all 305,623 members of the TANNRort as well as their associated NCPs for
eight quarters following 1997Q4. Fall caretakers who receivdd®NF for at least one month
of any quarter in this period, we used a kéar approach (e.g., Boskin & Nold, 1975) to model
exit from TANF for the entire subsequent quartéfe also modeled exit from poverty status
using the same method. In each case, the sagreimcluded only those person-quarters eligible
to make the transition (i.e., those on TANF TANF exit, and those in poverty for poverty
exit).

Descriptive statistics on predictors usedhe TANF exit regressioare listed in Table 1.
The same set of measures was used to predigtiato poverty status, as well as in the exit
equations below. Similar patterns in the dgdore statistics (not shawy were observed for a
different subset of person-quart#dyservations consisting of thoskgible to make the transition

out of poverty.

Table 1: Meansfor predictorsavailableto TANF exit regression

\Variable Description Mean S.D.

Custodial parent age 33.7] 12.33
Custodial parent gender is male 3.1% 17
Custodial parent race is black 38.9% .49
Custodial parent race is hispanic 39.8% .49
CP TANF receipt history 83.1% .26
Non-custodial parent age 32.1] 8.56
Non-custodial parent race is black 40.9% .49
Non-custodial parent race is hispanic 40.2% .49
Non-custodial parent race is white 19.2% .39
IAge of youngest child 6.1 4.85




\Variable Description Mean S.D.

IAge of oldest child 8.2 5.29
Child born in previous year 9.5% .29
Some children born out of wedlock 15.2% .36
All children born out of wedlock 58.1% 49
Percent of time CP in recent workforce development 6.4% .16
NCP in any recent workforce development 4% .06
Percent of time NCP in recent workforce development A% .04
CP wage $550 1371.88
CP wage history $480 1107.64
NCP wage $1812 2954.01
NCP wage history $1440 2166.83
CP has open child support case 93.0% .26
CP has multiple open child support cases 11.4% .32
CP has child support order 36.5% .48
Total child support collections forwarded to CP $25 110.31
IAny child support collections 12.5% .33
IAny child support intercept collections 2.1% 14
Capias (warrant) out for arrest of NCP A% .07
IAny prior capias (warrant) issued for arrest of NCP A% .06
Any recent paternity establishments 1.4% A2
IAny paternity establishments 3.3% .18
Urban county 72.1% .45
Rural county 19.4% .40
Employment growth rate 2.0% 2.57
Unemployment rate 6.1% 4.25

Due to the large number of regressorailable in the longitudinal administrative

following tables.

Results

Exits from TANF and poverty

For quarters in which they received TAKEnefits, 13.6 percent of custodial parents
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database, stepwise logistic reggi®n procedures were used tegict changes of status. Thus,
only those variables with statistically signifitgdp<.001) parameter estimates are listed in the

exited from and stayed off of TANF for the eatsubsequent quartefheir odds of escaping



poverty were lower, however. In those quartenshich their wage income plus TANF benefits
and child support receipt were irfiscient to lift them above the poverty level, only 4.3 percent

of CPs were able to escape paydor the subsequent quarter.

Table 2 presents the resultsteb parallel regressionsemticting exit from the TANF
caseload and exit from poverty status. Resulte@iTANF exit regression reveal an interesting
pattern of relationships. Firgts expected, currentstodial parent wagese positively related
to TANF exit. The odds ratio for this variabielicates a five perceiicrease in the odds of
exiting TANF for each $100 of wages earned per guardtrangely, this pattern is reversed for
the variable that tracks average CP wage hisiger the prior eight quaats, perhaps indicating
a tendency for some CPs to combine or adtermetween TANF and low wage jobs. Not
surprisingly, non-custodial parewages bear a much weaker telaship to the odds of the CP
exiting TANF. However, a large increase in tuzls of exiting TANF is observed due to the
amount of child support paid and forwarded t® @P through the formal payment system. For
every $100 per quarter of child support the CP receives, odds of exiting TANF increase by
fifteen percent. Thus child support received beathree times strongassociation with TANF
exit than does the custodial pat's own earnings. This rbpates the major finding from the
Schexnayder et al (1998) studyabiild support and welfare dymacs during the pre-PRWORA

era.

Unlike in Schexnayder et al (1998), a simiignamic is also observed in the poverty exit
regression. In this case, both current and higtb@® wage levels bear positive relationships
with the odds of exiting from poverty. Custodmrents have a 9 emt greater chance of
exiting for each $100 of current quarterlygea, and 5 percentaater for each $100 of
historical quarterly wages. Asbove, the relationship with NlOwvage levels is relatively
negligible. Importantly, childugpport received again carrieethreatest weight, albeit in a
different form? In this instance, the collection afiy child support from the NCP is associated
with a 21 percent increasn the odds of exiting poverty, whigach $100 collected is associated
with anadditionalfive percent increase. Thus, a $100emion would be associated with a 26

“ Because of the relative infrequency of child support collections anbthplicated way in which collections are
distributed by the state, we parameterized child support collections with one dummy variable indicating whether any
payment was made, a variable indicating the amount of child support forwarded to the C&8ymntyandicating

whether such payment was due to a government intercept. When more than one of these paragréficenisitsi
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percent increase in the odds of exiting poverty, or an almost three times greater effect compared
to that of the CP’s own earnings. Figure 1 illasts a comparison of tleéfects of CP earnings
alone and of child support colleati® on both TANF and poverty exits.

Figure 1. Comparison of effects of CP earningsvs. child support collections

30.0%

25.0% -

20.0% -

15.0% A

10.0% A

Percent change in odds of exiting

5.0% -

0.0% -

Poverty exit TANF exit

O Effect of $100 child support forwarded to CP B Effect of $100 CP earnings

complicates the interpretation.



Table 2: Results of regressions predigtexit from TANF and exit from poverty status

Poverty | TANF exit
exit odds | odds ratio
ratio

\Variable Description

Custodial parent age .98 .98
Custodial parent gender is male 1.42 1.13
Custodial parent race is black .76
Custodial parent race is hispanic .87
CP TANF receipt history .94 43
Non-custodial parent age 1.004 1.003
Non-custodial parent race is hispanic .91 .94
Non-custodial parent race is white 1.05

IAge of youngest child 1.14 1.02
)Age of oldest child .87

Child born in previous year 1.12
Some children born out of wedlock .75 .87
All children born out of wedlock 1.05 .85
Percent of time CP in recent workforce development 1.92 1.44
NCP in any recent workforce development 1.18
CP wage 1.09 1.05
CP wage history 1.05 .96
NCP wage 1.001
NCP wage history 1.004 1.001
CP has open child support case 1.13 1.21
CP has multiple open child support cases 2.04 .91
CP has child support order 1.07 .93
Total child support collections forwarded to CP 1.05 1.15
IAny child support collections 1.21

Any recent paternity establishments 1.27 1.44
IAny paternity establishments 1.20
Urban county 1.12 .92
Rural county .91 .89
Employment growth rate 1.03 1.02
Unemployment rate .99 .98

® All odds ratios listed are significant at p<.001



The recent availability of more detailednaidistrative data from the child support system
has allowed more precise modeling of the dymarof the child support enforcement system
than was possible before. Indicators of ®@Activity in processing support cases almost
uniformly predict increased odds of exiting pdyerlthough several of them bear paradoxical
relationships to exit from TANF. In adutin to the significantféects mentioned above,
custodial parents who are in poverty status hlaveeen percent greater odds of exiting poverty
if they have an open child support case, 104grgrgreater odds if they have multiple open
cases, seven percent greater odds if they haupport order, and 27 perdcegreater odds if they
have had recent paternity establishments.

The poverty and TANF exit regressions shomuanber of other relationships, only some
of which have policy significance, but all of whiare important to include as controls so they
do not account for the effects discussed previously. Significantly, all other things being equal,
CP participation in workforce development ford@lithe prior six quarters is associated with a 44
percent increase in the odds of exiting TANE arB2 percent increase in the odds of escaping
poverty. A CP is even 18 percent morelljki® exit TANF when the associated NCP
participates in such programs, both of whimdings suggest the value of workforce
development. And finally, as an indication of a subset who are hard-to-serve, the TANF receipt
history indicator shows that one who receil@NF in all of the prior four quarters has 57

percent lower odds of exiting TANF.

TANF recidivism and entry to poverty

Of custodial parents who exited and remaio#dANF for an efire calendar quarter
after 1997Q4, 11.9 percent returned to the TANF rolls at some time in the subsequent quarter.
Even more disturbing, of those few who manaigeescape from poverty due to the combination
of earnings and child supportceived, 26.7 percent found themselves back in poverty status in
the following quarter. Regressiopsedicting these changes odtsts, recidivism to TANF and

entry to poverty status,@asummarized in Table 3.
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Once again the pattern of results from pine-welfare-reform study by Schexnayder et al
(1998) is replicated in this ppwelfare-reform analysis. Fewery $100 per quarter of custodial
parent wages, odds of returning to TANF auced by three percent. However, $100 of child
support received by the CP issaciated with an eleven pent reduction in the odds of
recidivism, an effect that is nearly four tintbat of the CP’s own eammgs. Likewise in the
poverty entry regressio;100 of custodial parent earningsa&sociated with a three percent
decrease in the odds of enterpayerty, while collectiorof any child support is associated with
a 23 percent odds reduction, an effect more feaen times larger. Thus, child support
collections appear to carry greavegight than earnings in suppoigi custodial parents’ efforts to
remain independent of TANF. And unlike in thepeform era, this ref@nship also holds for
the much more difficult goal of extracting onésad one’s family from poverty. Figure 2
illustrates the differential effects of CP earnimagsl child support collections on entry to poverty

and re-entry to TANF.

Figure2: Comparison of effects of CP earningsvs. child support collections

Poverty entry TANF re-entry

- - | -

-5.0% -
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@ Effect of $100 child support forw arded to CP @ Effect of $100 CP earnings
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Table 3: Results of regressions predicting re-entry to TANF and entry to poverty status®

Poverty |[TANF entry
entry odds | odds ratio
ratio

\Variable Description
Custodial parent age .99 .98
Custodial parent gender is male 1.26 72
Custodial parent race is black 1.07 1.36
Custodial parent race is hispanic 1.21
CP TANF receipt history 1.10 3.21
Non-custodial parent age .996
Non-custodial parent race is black 1.33
Non-custodial parent race is hispanic 1.25
Non-custodial parent race is white 1.14
IAge of youngest child .95 .97
IAge of oldest child 1.06 1.02
Child born in previous year 1.21
Some children born out of wedlock 1.33 1.21
All children born out of wedlock 1.14
Percent of time CP in recent workforce development .56 1.19
CP wage .97 .97
CP wage history .97 1.01
NCP wage 997
NCP wage history .998
CP has open child support case .80 .69
CP has child support order 1.12
Total child support collections forwarded to CP 1.01 .89
IAny child support collections 77
Any child support intercept collections 1.14
Any recent paternity establishments 71
Any paternity establishments .87 .82
Rural county 1.07 1.14
Employment growth rate .98
Unemployment rate 1.01

® All odds ratios listed are significant at p<.001
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Other child support enforcementicators reveal interesting patternsagsociation with
welfare and poverty dynamics. For exampleying an open child support case affords a 31
percent reduction in the odds DANF recidivism, but strangglhaving a support order slightly
increasedhese odds. More predictably, the establshinof paternity is ssociated with lesser
likelihood of returning to TANF or to povertyAnd interestingly, while collection of any child
support is associated with a 23 percent redudtidhe odds of enteringoverty, collection via
government intercept (e.g., ah IRS refund) prediciacreasedchances of entering poverty.
Anecdotal evidence suggests that many of those whose tax refund checks are thus intercepted
feel they are paying their share of their cteldls support, but perhaghe effects of this
“Christmas in June” are fleeting. These may éls@ subset of more difficult cases as suggested

by the use of an IRS intpt as a collection tool.

There is no surprise in the finding that havanghild in the previous year is associated
with increased chances of entering TANF, nor tiaating children out ofvedlock is associated
with both TANF and poverty entry. And onagain, CP receipt aforkforce development
services is associated waHarge reduction in odds oftening poverty, but strangely has a
positive effect on TANF recidivism. Perhaps this latter finding is a reflection of the types of
services received. Finally, receipt of TANFall four prior quarters portends a slightly
increased risk of entering poverty, but a rekable 321 percent increase in the odds of re-
entering TANF.

Concluding Observations and I mplications

Before presenting our main conclusions from our analysis of thefrolgld support and
earnings in welfare and poverty dymics in Texas, it is important to state what should be
obvious to most welfare reform policymakers argesechers: namely, thidie results presented
here in many respects can\iewed as representingoast-case scenariocEmphasis on child
support enforcement had been growing for swgears preceding the time period studied.
Welfare reform had passed the Texas legistaind been enacted in 1995; the Personal
Responsibility Act had been passed by Congresisenacted in Augus926. In addition, by the
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late 1990s, the Texas labor market was tighter than it had been in decades, with unemployment
rates of 1-2 percent in a numlgrocal labor markets includinDallas/Ft. Worth and Austin. If
child support were to play a significant rolebioosting exits fromrad preventing returns to

welfare and in fostering exits from povertyistivas certainly the time to observe it.

We offer several major conclusions ba&® our Texas analysis. Whether these
generalize to other states and tipeziods is for further researchdemonstrate. Our first major
conclusion is that the receipt of child suppodysl a strong and significardle in increasing the

probability of exit from and reducing the probability of recidivism to welfare.

Second, receipt of child support plays a msithnger role than custodial parents’ own
earnings in increasing the probigigiof exit from welfare ad reducing the mbability of
recidivism to welfare: the effect of childigport on both welfare exind recidivism rates is

more than three times as largs that of own-earnings.

Third, the strength of these effects—bothnegarnings and child support—appears to
have roughly doubled in the TANF era when compaodtie early 1990sThis result bears out
the intent of policymakers arile expectations of knowledgeable researchers (e.g., Huang et al.
2002, Schexnayder et al. 2002).

Fourth, participation in workforce developneervices clearly prodes value added for
welfare recipients above andyload that offered by child suppodhild care and other services,
significantly and substantialipcreasing custodial parenthances for exiting welfare and
poverty. These effects are quiege. Moreover and quiteasonably, the effects are even
greater when both the custodiald non-custodial parents recestgeh services, suggesting that
there are benefits to providisgrvices in a more holistic maer addressing the needs of the

“family” as a whole.

A fifth and related conclusion ihat, since workforce partmation and child support play
such strong positive roles in welfare and povdynamics, policymakers may well want to
prioritize services to NCPs coupled witthegtive child support eiorcement and payment
mechanisms as an effective anti-poverty sgpateEarlier research (Schroeder and King, 2003)
found that even among Texas’ better earning N@Parly half would fall short of economic

self-sufficiency and more than a quarteyuld remain in poverty under the most attractive
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human capital measures used. This suggestsdald for workforce strategies that go well
beyond simple work-first approaches. Unless aostodial (and custodigparents are assisted
in enhancing their skills and securing stahigh-paying jobs, they are unlikely to experience
high earnings levels. They are also unlikely t@blketo contribute substantially to the support
of their dependents through payments to cuatqérents as envisioned by federal and state

welfare reforms.

Our findings also suggest talitang possibilities for further earch along several lines.
One line of research would beparsue replicatioof our findings in additional states, with
special attention to analyzing a mix of higimd low-benefit and weak- and strong-enforcement
states. If we can resolvssues regarding data accessesa of the participating ADARE
project states may provide tlopportunity in the near future€expanding our research and our
estimation approaches with data from thdidfel Longitudinal Surgy-Youth samples, as

Huang et al. (2002) have domweguld also be useful.

Second, we should also extend the numbeobbrts and the time period covered by our
analysis to determine whether our findings eobust to both cohoaind time period. In
addition, we would like to see whether theséfave and poverty effects endure over the longer

term.

Third, further qualitative and leted field research is called for to ensure that we
understand the mechanisms through which thesefioeal welfare and poverty effects are
occurring. This will assist us in informing proved policymaking and program practices in the
field.
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