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Executive Report 

This executive report summarizes the findings from two reports prepared by Policy Studies Inc. (PSI) for the State of Washington Division of Child Support.
  The purpose of the reports was to review the adequacy and predictability of the current Washington State Child Support Schedule. The Schedule is to be presumptively applied in all child support cases in Washington regardless of whether the parents are unmarried, separated, or divorced.  With about 200,000 single-parent families in Washington (2000 Census), the child support guidelines are important instrument in reducing child poverty, improving the self-sufficiency of single-parent families, and generally providing for the economic well-being of children in the State.  In addition, fair and equitable guidelines help promote voluntary settlements of legal actions involving child support, thereby reducing the demands on court time and mitigating the adversarial impact of such proceedings.

The adequacy and predictability of the Schedule is being studied because:

· The Washington State Legislature adopted the Schedule with the explicit intent of providing:

· adequate support for children using economic data as the basis for establishing the schedule; 

· predictable award amounts; and, 

· treating similarly situated cases equally;

· Federal regulations require the periodic review, and if appropriate, revision of state guidelines to ensure that they are adequate; 

· Recent research finds that an alarming number of Washington children in disrupted families are economically disadvantaged even after receipt of child support; and

· Results from a recent case file review that found the Washington Schedule is frequently not followed.

The first report examines whether the “Economic Table,” that forms the core of the calculation of the support award is adequate.  The Economic Table has not been revised since 1991.  Yet, there is more current evidence on child-rearing costs available.  Other economic parameters underlying the Economic Table are also dated.  

The second report examines the treatment of specific factors in the Schedule (e.g., deviation factors, a basic subsistence limitation for low-income parents, treatment of the resident schedule) that also affect the adequacy and predictability of award amounts.

Background Information

[image: image3.wmf] Exhibit I provides an excerpt from Washington Statute.  Federal regulations [45 CFR §302.56] require states to review their child support guidelines at least once every four years.  As part of that review, they must consider the economic evidence on the costs of raising children and analyze case file data to ensure that deviations from the guideline are limited.  States are to review, and revise their guideline, as determined appropriate.  The intent of the requirement is to keep guidelines formulas and economic tables up to date such that they provide adequate support amounts and appropriately address most issues within the guideline formula—rather than through deviations— such that order amounts are predictable. 

Recent Research Findings

Washington’s most recent guidelines review, which included analysis of recently established orders, revealed many findings.  

· It found that over 40 percent of the children among newly established Washington IV-D (Division of Child Support) orders live in poverty. 
  

· On average, custodial-parent families experience a much more precipitous drop in their economic standard of living— even after the consideration of child support— than the noncustodial parent does.   The drop in the standard of living is sometimes four times larger for custodial-parent families than that of the noncustodial parent.

·   A deviation from the Schedule was specified in 28 percent of the orders reviewed. 
  The comparable deviation rate is 17 percent nationally.
  In addition, there are several Washington orders where the final order amount differed significantly from the Schedule-determined amount, but no deviation was noted in the proceeding.  As shown in Exhibit II, when these apparent deviations and miscalculations are also considered, the Schedule is followed in only 41 percent of the Washington orders.
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The fact that so many children live in poverty brings to question whether the existing Schedule adequately provides for children.  

The fact that the Schedule is followed in less than half of the orders brings to question whether the Schedule results in predictable order amounts.

Basis of Existing Schedule

In 1991, Washington adopted an Economic Table that was largely based on a prototype Income Shares Guidelines Table developed through the 1984-87 National Child Support Guidelines Project.
   The Washington Table has never been updated.   Guidelines Project staff developed the prototype table from estimates of child-rearing expenditures among families surveyed in 1972-73 and updated to 1987 price levels.  

Currently used by 34 states, the Income Shares Guidelines Model presumes that the child is entitled to the same amount of expenditures that the child would have received had the parents lived together, hence an economic table that reflects average child-rearing expenditures in intact families for a range of family incomes (or the parents’ combined incomes in disrupted families) and number of children forms the core of most Income Shares guidelines.  The amount from the table is considered to be the “basic obligation.”    Each parent is financially responsible for his or her prorated share of the basic obligation.  Additional adjustments may be made if the parent has other children for whom he is financially responsible; shared-physical custody; poverty or near poverty income; or extraordinary child-rearing expenses such as work-related child care expenses, the child’s health insurance premium, or extraordinary uninsured medical costs for the children (e.g., asthma treatments).  Most Income Shares tables, including Washington’s, do not include these extraordinary child-rearing expenses because they are highly variable from case to case.  Instead, they are addressed in the guideline worksheet.

Review of the Adequacy of the Economic Table

PSI reviewed the adequacy of the current Washington Economic Table based on recommendations provided in a U.S. Department of Health and Human Services (DHHS) report.
  Specifically, the DHHS report recommends that a state should compare its schedule amounts to the minimum estimates of expenditures on children.
  The implication is if the schedule amount is below the estimate, the schedule is inadequate.  PSI also compared the amounts in the current Washington Economic Table to poverty levels.

The minimum estimates of expenditures on children used for the comparison are based on family expenditures data collected in 1996-99, updated to 2004 price levels and exclude child care costs, the child’s health insurance premium, and the child’s extraordinary, uninsured medical costs.  These child-rearing expenses are also excluded in the Washington Economic Table, since the actual amounts are factored into the calculation through the Schedule worksheet.

Findings:  The Washington Economic Table Is Inadequate

Exhibit III summarizes the results of the comparisons of the Washington Economic Table to the minimum estimate of expenditures on children and poverty levels.

· Over a third of the current Table amounts are below the lower estimate of child-rearing expenditures.  

· Almost all of the amounts in the Table for one child are below the lower estimate of child-rearing expenditures.

· About two thirds of the Table amounts for younger children (ages 0-11) are below the lower estimate of child-rearing expenditures.

· About 17 percent of the Table amounts are below poverty level, but this typically occurs at lower incomes and for a larger number of children.  In many of these situations, even if the parents combined resources and lived together, they would still have poverty income.
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These findings are of alarming concern since the majority of child support orders are in areas of the Table that are below the lower estimate of child-rearing expenditures.  Specifically, 67 percent of new orders are for one child and 90 percent of new orders are for younger children.  Stated differently, almost all of the Table amounts for one child are too low and two thirds of the Table amounts for younger children are too low.

Adequacy and PREDICTAbility of OTHER SCHEDULE PROVISIONs

PSI reviewed Washington Schedule provisions that were unusual relative to other states to determine whether they were detrimental to the adequacy and predictability of award amounts.    This included the following provisions.

1. Adjustments for Children from Other Relationships.  In addition to the children for whom support is being determined, a parent may have children from other relationships.  These other children may be the subject of another child support order, live with the parent, or be in another circumstance.   

2. Treatment of the Residential Schedule.  A perennial question to child support guidelines is when and how to adjust for shared-parenting time, which is sometimes called “visitation” or “shared physical custody” in other states.  The Washington Schedule refers to this as the “residential schedule.”
3. Adjustments for Low-Income Noncustodial Parents.  Most states find that balancing the needs and resources of noncustodial and custodial-parent families to be a difficult task, especially when both families have limited incomes.  Setting the needs of the children as paramount, most states designed their guidelines with the primary goal of ensuring that the needs of the children are met.  However, if a child support obligation is set at a level that leaves a noncustodial parent unable to provide for his or her own basic subsistence needs, the noncustodial parent may be left impoverished or may accumulate large sums of arrears because he or she is unable to pay.  Many state guidelines have provisions to protect low-income noncustodial parents by allowing them a self support reserve; that is, enough income after payment of the child support to at least live at a subsistence level.  

4. Imputation of Income to the Custodial Parent in Public Assistance Cases.  Most state guidelines provide that income can be imputed when a parent is voluntarily unemployed or underemployed.

5. Inclusion of Income from Second Jobs or Overtime.

6. Tax Assumptions Used to Convert Gross to Net Income.  Although the Washington Schedule is based on net income, most parties provide gross-income information.  Decision makers convert it to net income using gross-to-net calculators, but the calculators require assumptions about each party’s tax filing status and number of dependents.

7. Schedule Is Advisory above Combined Net Incomes of $5,000.  When the Schedule was developed, $5,000 per month was considered high income and there were little data on high-income families.  In contrast, the most recent Census finds that 19 percent of Washington families have income over $100,000 per year ($8,333 per month) and more data about expenditures in high-income families exist.  

8. Percentage Cap on Support Award Amounts.  This refers to a cap on the support award.  This differs from the Consumer Credit Protection Act cap, which is a cap on the amount of wages that can be garnished for child support  (i.e., 50 to 60 percent depending on whether there are additional dependents and arrearages.
Exhibit V summarizes the extent that these provisions result in inadequate support awards for children or unpredictable order amounts. 

Exhibit I


Revised Code of Washington Annotated


Title 26 Domestic Relations


Chapter 29.19 Child Support Schedule


[RCWA 26.19.001]








The legislature intends, in establishing a child support schedule, to insure that child support orders are adequate to meet a child’s basic needs and to provide additional child support commensurate with the parents’ income, resources and standard of living.





The legislature finds that these goals will be best achieved by the adoption and use of a statewide child support schedule.  Use of a statewide schedule will benefit children and their parents by:





Increasing the adequacy of child support orders through the use of economic data as the basis for establishing the child support schedule;


Increasing the equity of child support orders by providing for comparable orders in cases with similar circumstances; and


Reducing the adversarial nature of the proceedings by increasing voluntary settlements as a result of the greater predictability achieved by a uniform statewide child support schedule.


























� Final Report One: Comparison of the Washington State Child Support Schedule to Current Measurements of Child-Rearing Costs (January 5, 2005) and  Washington State Child Support Schedule:  Selected Issues Affecting Predictability and Adequacy (January 20, 2005).  Reports are to the State of Washington Division of Child Support, Tacoma Washington and were prepared by Policy Studies Inc., Denver, Colorado.  


� Kate Stirling, The Impact of Child Support:  Balancing the Economics Needs of Children and their Noncustodial Parents, University of Puget Sound (September 2002).


� Ibid.


� Kate Stirling, A Review of the Washington State Child Support Schedule, Report to the Washington State Division of Child Support (March 2003). 


� CSR, Incorporated and the American Bar Association, Evaluation of Child Support Guidelines: Volumes I and II, Report to Federal Office of Child Support Enforcement, Contract No. 105-94-8373 (March 1996).


� In the remaining 59 percent of the cases:  a deviation is clearly stated in 29 percent of the orders; a miscalculation is made in 10 percent of the orders (e.g., the wrong basic obligation is pulled from the economic table; and, there is at least a $5 difference in the order amount and the Schedule-determined amount in 20 percent of the orders.


� National Center for State Courts, Development of Guidelines for Child Support Orders, Final Report, Report to U.S. Office of Child Support Enforcement, Williamsburg, Virginia (March 1987).


� Lewin/ICF, Estimates of Expenditures on Children and Child Support Guidelines, Report to the Office of the Assistant Secretary for Planning and Evaluation, U.S. Department of Health and Human Services, Washington, DC (October 1990), page 7-13.


� Lewin/ICF (1990) suggests that the minimum estimate of expenditures on children are those estimated using the “Rothbarth” methodology.  As an aside, an economic methodology is necessary to separate the children’s and adults’ shares of households items consumed by both (e.g., electricity, a loaf of bread).  Estimates of child-rearing costs using the Rothbarth methodology used in state guidelines are provided in two reports by Dr. David Betson, Professor of Economics, University of Notre Dame.  The first report was a DHHS companion report to the Lewin/ICF report.  The second report is an update of the first report using more recent data.  [David M. Betson, Alternative Estimates of the Cost of Children from the 1980-86 Consumer Expenditure Survey, Report to U.S. Department of Health and Human Services, Office of the Assistant Secretary for Planning and Evaluation, University of Wisconsin Institute for Research on Poverty, Madison, Wisconsin (1990). David M. Betson, “Chapter 5:  Parental Expenditures on Children,” in Judicial Council of California, Review of Statewide Uniform Child Support Guidelines, San Francisco, California, (2001).] 
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		Current Measurements of Child-Rearing Costs

						Percent of Basic Obligations below Child-Rearing Costs						Percent of Basic Obligations below Poverty

		Number of Children		Percent of Cases with X Number of Children		Schedule A		Schedule B		ALL		Schedule A		Schedule B		ALL

						Amounts  (ages 0-11)		Amounts  (ages 12-18)				Amounts  (ages 0-11)		Amounts  (ages 12-18)

		1 Child		66.70%		100%		42%		71.10%		9%		5%		7.00%

		2 Children		25.30%		100%		6%		53.10%		14%		9%		11.70%
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