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Why Does Child
Support Go Unpaid?

State calculations of child costs overinflate those values, discouraging

obligor payments.

¢ BY WILLIAM S. COMANOR

. he child support collection process in the United

' States has largely failed. According to a 2020

Census Bureau report, only 62 percent of the

more than $30 billion in authorized support

payments for 2017 were actually received. While

nearly 70 percent of custodial parents received at least some

payments, less than half got their full amounts. Furthermore,

average amounts received declined between 1993 and 2017,

despite the inflation that occurred over that period. These

observations raise the question of what factors may have led
to the disappointing outcomes.

An important concern for an effective child support adminis-
tration is the balance between award amounts and the monetary
costs of raising children. When award amounts exceed these
costs, the resulting incentives turn child custody into a financial
asset funded by the difference between award and cost amounts.
In such circumstances, unfortunare consequences follow. Con-
testing parties can gain monetary benefits from enhanced cus-
todial positions and so make greater efforts to secure improved
outcomes whatever the interests of the children.

Bven when actual custody is not at issue, the presence of
this financial asset creates resentment by the support obligor
because it is his or her payments that fund the asset. This
resentment can poison relationships between parents and
lead to missed payments. Overall, an effective child support
system relies on the willingness of obligor parents to make
their assessed payments, which is an outcome greatly enhanced
when the required payment amounts reflect the actual mone-
tary costs of raising children.
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In the past, award amounts were set through a judicial
process that sought to balance the needs and equities involved.
That changed sharply with the Child Support Amendments
of 1984 that required states to adopt advisory child support
guidelines. The guidelines became “legally presumptive” four
years later in the 1988 Amendments.

To enforce those requirements, federal spending supporting
state welfare programs was conditioned on the creation of the
child support guidelines. States also were required to review
their guidelines ar least every four years. No longer would
judicial cutcomes depend entirely on evidence presented in
court and pertaining to individual circumstances, but instead
outcomes would be affected by political decisions embodied
in statewide regulations.

While states were free to develop their own guidelines, the
statute required that “as part of the [quadrennial] review of a
state’s guidelines, a state must now consider economic data
on the cost of ratsing children.” In effect, states were obligated
to develop an economic model through which to determine
child-rearing costs. Guideline amounts and judicial awards
would then depend on those presumed costs.

The discussion below reviews and evaluates the economic
models employed to create the state guidelines mandated by
this legislation. The importance of these models is critical
because the same data source has been used to derive very
different results. The uniformly accepted data source is the
Consumer Expenditure Survey (CES) published annually by
the US Census Bureau. As a 2017 US Department of Agricul-
ture report observed, these “data are the most comprehensive
source of information on household expenditures available
at the national level” (USDA 2017, p.2). Whatever divergent
conclusions were put forth on the costs of raising children,
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the underlying data were not respensible.

ECONOMIC DATA AND MODELS

That the economic data do not speak for themselves was
immediately evident in the CES reports. The reports provide
expenditures for the importanc categories of housing, food,
and transportation for an entire household rather than for
individual members. From the start, it was thereby evident
that an economic model was needed atleast to allocate expen-
ditures among household members.

In the years prior to the legislative changes, Robert Wil-
liams, a leading propenent of the new legislation, had argued
that the principal deficiency of the established procedures was
“a shortfall in the adequacy of [child support] orders when
compared with the true costs of rearing children as measured

by economic studies” (Williams 1987, p. 282). He stated that
average court-ordered support obligations provided only about
one-fourth of average expenditures on children “as estimated
in an authoritative study by Thomas Espenshade [that| he
judged the best available economic estimates of average expen-
dirures on children” (p. 283). With that accolade, Espenshade’s
analysis became widely adopted.

Williams suggested that “the root of the problem of deter-
mining child costs is that most expenses related to child
rearing are commingled with expenditures benefiting all
household members, ... [including specifically] food, hous-
ing, and transporcation” (p. 287). Rather than seeing this
commingling of outlays as a positive factor that limited the
additional costs needed to rear children because most house-
hold outlays already would have been made, Williams accepted
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Espenshade’s judgment that a new methodology was needed
to avoid the commingling problem.

LIVING STANDARDS OR EXPENDITURES?

Espenshade’s work had emphasized the distinction between
living standards and actual expenditures. He wrote that
because various expenditures “are conceptually difficult
to assign to particular family members,” one should reject
that effort encirely and move in a new direction. Instead,
one should “develop an index of a family’s material stan-
dard of living and then ... apply this index to a comparison
of living standards of families that may differ .. in size and
composition” (Espenshade 1984, p. 19). In other words, to
measure child costs, one should not rely on data reflecting
actual expenditures but instead determine comparative living
standards as berween households with and without children.

To this end, Espenshade proposed a simple index for living
standards that would be “the percenrage ... of consumption
expenditures devoted to food consumed at home” (p. 19). To
explain his approach, he offered the example of a childless
couple that had rotal consumption expenditures of $6,091
used to maintain a particular standard of living as reflected by
their food consumption. Now if that same or a similar family
plus two children required total expenditures of $12,220 to
reach a standard of living that included the same level of
pet-person food consumption, the overall cost of the chil-
dren would be given by the difference between the two total
consumption amounts, or $6,129 (pp. 21-22). Only at this
higher expenditure level, he suggested, would the same living
standard be acrained.

This methodological approach now underlies the efforts
used in most states to determine child costs. However, rather
than using an index of “food consumed at home” to repre-
sent overall living standards, the currently employed index is
expenditures on “adult clothing.” What has not changed is the
presumption that overall living standards can be determined
by outlays on a single commodity, and that the same index
can be used for households both with and without children.
To be sure, some households will value adult clothing more
strongly than others, and of course preferences for clothing
may be quite different in households with and without chil-
dren. But those realities were ignored by the need ro find an
available index.

From the start, objections were raised. In particular, the
authors of the USDA Child Cost reports emphasized that the
Espenshade approach and its successors

do not provide direct estimates of how much is spent on a
child. They estimate how much money families with chil-
dren must be compensated to bring the parents to the same
utility level (as gauged by an equivalence scale) of couples
without children. This is a different question than “how much do

parents spend on childven?” [Morgan and Lino 1999, p. 198,
emphasis added.]

In short, the values derived from such models are not expendi-
tures at all, bur instead are impurted values designed to equal-
ize living standards in families with and witheout children.

INCOME EQUIVALENCE MODELS

The Rothbarth model, resting on adult clothing to indicate
living standards, is a direct successor of Espenshade. A striking
feature of this model is that although it does not deal directly
with actual expenditures on children, its proponents suggest
the opposite. They commonly refer to it as providing “actual
economic evidence on child rearing expenditures” (Venohr
2013, p. 332), even though it provides instead imputed values
that roughly reflect declines in adult utility levels resulting
from supporting children on existing incomes.

Income equivalence models presume thar spending on
children by households with particular income levels neces-
sarily means spending less on the adults in the households.
From this presumption, Espenshade’s successors argue that
the economic cost of raising children can be measured by
the adules’ utility forgone from the fewer purchases made on
adult-only geods due specifically to their support of children.
The costs of raising children determined from these models
are thereby the hypothetical amounts required to compensate
the household adults for the welfare forgone as represented
by their lower expenditures on adult clothing.

Whatever logic may pertain to this position, various issues
arise that limit its adequacy as a measure of child costs. First,
consumer purchases of specific goods and services are made
when their own imputed values of a particular item exceed
the prices paid for them. The required compensation used to
define child costs thereby includes not merely the monetary
expenditures for the replacementitem butalso the urility sur-
plus (which economists call consumer surplus) resulting from
the purchase. Therefore, consumer expenditures on particular
items (such as adult clothing) are a poor measure of relative
consumer values.

Second, and equally important, income equivalence models
require the use of simplified proxies to represent utility levels.
While Espenshade used the share of food in the household
budget for this purpose, the Rothbarth model employs expen-
ditures on adult clothing. While both approaches to income
equivalence measures can be implemented, they require major
restrictions on household utility functions that are quite
limiting, and which has been criticized as unacceptable rep-
resentations of household utility (Browning 1992, Pollack
and Wales 1979).

Finally, whatever generalized variable is used, the income
equivalence method requires making utility judgments in two
very different states of the world: households with and withourt
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children. To the extent the household preferences shifc when
children are included in a household, as seems apparent, this
index cannot determine relative utility levels. Making such
comparisons from expenditures on adult clothing requires
the assumption that preferences for this item remain the same
with children as without (what economists call state-inde-
pendent utilities). And without this assumption, there is no
logical basis for making welfare comparisons. On this point,
there is considerable support in the economic literature thart
utility functions are largely state-dependent (Frech 1994,
Finkelstein et al. 2009). The income equivalence methed fails
most fundamentally because it requires the assumprion that
households without children have the same preferences for
particular goods as do those with children.

[ am not the first to dispute the adequacy of these models.
As Martin Browning wrote more than 30 years ago:

The Rothbarth method imputes the same welfare level to
households that have the same level of consumption to some
adult-only good. Once again, I find it is difficult to see why
this commands any widespread attention.... Without further
justification this is surely unacceptable. [Browning 1992

THE IMPORTANCE OF HOUSEHOLD
COLLECTIVE GOODS

Among the CES expenditure categories, only abourt 15 per-
cent of aggregate expenditures are readily classified as between
household members (Betson 2010, p. 9). In particular, the
largest three expenditure classifications are the household
collective goods of housing, food, and transportation, where
available data pertain to the entire household. What that
designation signifies is that its use by one member of a house-
hold does not detract from its use by others.

The most prominent household collective good is hous-
ing, which is often a household’s largest budgetary item.
While adults in a household benefit directly from this item,
their children do so as well, and often without any additional
cost. Only when additional housing costs are required by the
presence of children do the incremental housing outlays rep-
resent a component of child costs. In effect, to use common
economic terminelogy, children can effectively “free ride” on
the collective goods provided by their parents.

To be sure, there are many circumstances where household
housing costs are increased by the presence of children; and
to this extent, the greater outlays are included in child costs.
Children’s housing costs are thus limited to the incremental
expenditures made in the presence of children that weuld not
have been made otherwise.

Admittedly, there can be circumstances where collective
goods are subject to congestion issues. Suppose additional
children ate rapidly imposed on a small dwelling that had pre-
viously served a two-person household; in that case, the house-

hold adults could possibly see their utility reduced with more
children. However, that effect is unlikely with one, two, or even
three children, although it might well exist with more children.

On these matters, David Betson, a leading proponent of
the Rothbarth medel, writes:

The childless couple, even though they have the same total
spending, will be “wealthier” than the parents with the
children.... Had the parents been childless, they would have
been better off because the consumption of all other goods
(i.e., those consumed by both adults and children like
housing) would not be “shared” wich the child. [Betson
2011, pp. 135, 185)]

As acknowledged here, a fundamental premise of income
equivalence models is that parents are worse off because they
share their household collective goods with their children.

However, Betson adds, there is a further qualification for
the model’s applicability:

[O]nly if the composite good (that shared by parents with
their children such as housing) were a pure public good would
the family be able to avoid a decline in their material stan-
dard of living compared to a childless couple. [Betson 2011,
p- 183, emphasis added.]

When this condition is satisfied, as it is when “congestion”
issues do not detract from parents’ utility gained from living
with their children, Rothbarth estimates would overstate
child costs.

Income equivalence models rest on the presumption that
parents do not gain “utility” from the presence of their chil-
dren, but instead suffer a “disutility” as they are “crowded
out” from their enjoyment of household collective goods.
In these models, children are tantamount to strangers and
tenants whose presence is a cost rather than family members
whose presence is a joy. Income equivalence models require
that parents need be compensated for this disutilicy, and that
this prospective compensation should be included in the cost
of raising children.

RECENT USDA REPORTS ON
EXPENDITURES ON CHILDREN

Unlike the income equivalence models, the annual USDA
child cost reports (discontinued in 2017) seek to measure
actual household expenditures on children from data col-
lected by the same Census Bureau surveys. In doing so, how-
ever, the USDA faced the same conundrum that Espenshade
had encountered: important expenditure categories pertain
to the entire household rather than to individual members.
To assign shares of these outlays to children required various
assumptions; and attesting to their arbitrary nature, these
assumptions were sometimes revised.

Prior to 2008, the USDA estimated children’s housing
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expenditures on a per-capita basis by dividing reported out-
lays by the number of people in the househeld. For exam-
ple, in comparing household expenditures of a childless
two-persen household to a heusehold of two adults and two
children, the adult housing costs would now be half that of
their childless counterpart, while the children’s allocated
share would now equal that of their parents. Not surpris-
ingly, under those conditions the housing costs allocated to
children were substantial and became the largest item in the
USDA reported child costs.

The USDA ultimately revised its estimating approach for
housing expenditures. The 2017 report states that with “the
rationale that the presence ofa child does notaffect the number
of kitchens or living rooms, but does affect the number of bed-
rooms,” the USDA reports would not make per-capita housing
computations. Instead, a child’s housing costs would become
limited to “the average cost of an additional bedroom” (Lino etal.
2017, p. 98). Implicit in the revised approach is the presumption
that a comparable household without children would eccupy
a similar dwelling but with fewer bedrooms. That approach
thereby imposes an arbitrary structure on housing costs.

The food outlays allocated to children were equally arbi-
trary. Rather than employ the available Census data on house-
hold outlays for food, they relied on USDA optimal food plans:
“Data from the 2015 Food Plans ... were used to calculate the
shares of total household food expenses spent on children.”
These plans “increased with the age of the child but with little
variation by household income” (Lino et al. 2017, p. 7). As
with housing, these values were thereby imputed rather than
observed. Because the imputed amounts represent ideal food

budgets, lower observed values would suggest that such ideal
budgets were often not followed.

And finally, the USDA reports manipulated the observed
data on household transportation expenses. After deduct-
ing 25 percent of those outlays as related to employment,
the authors divide the remaining transportation “expenses
among household members in equal proportions” (Lino et al.
2017, p. 8). The USDA authors again made arbitrary decisions
based more on presumptions than evidence.

MEASURING INCREMENTAL OUTLAYS
FOR CHILDREN

This section reviews an alternate model that compares expen-
ditures in households with and without children for the
expenditure categories used by the Census Bureau, Instead of
secking costs related to individuals, this approach measures
the increased household costs resulting from including chil-
dren among its members. It includes incremental outlays for
both private goods (such as children’s clothing and childcare)
and collective goods (such as housing, food, and transporta-
tion) in their contributions to overall child costs. Critically,
this method applies an incremental cost model that dees
not set arbitrary criteria to divide outlays on collective goods
among household members.

In this analysis, we estimate regression equations for each
category of household expenditures where the derived coef-
ficients report how much more is spent on average i house-
holds with one child, two children, and three or more children
as compared to households without children. From these
equations, we derive actual additional expenditures for each
commodity classification.

Table 1

Comparison of Total Monetary Child Costs by Analytic Method

Iin dollars per year

And unlike the prior two
models, these findings rest
directly on data reporting

consumer expenditures.
INCOME GROUP Alcthough the results
Low Middle High obtained here are differ-
Income range <$76,796 $76,803-$139,012 >$139,021 ent from those published
in the USDA reports, this
Average income $50,491 $104,908 $231,273 ;Lnalysis employs the same
expenditure categories. We
can thetefore compare the
Sl results obtained from the
Chldren ! B = A 2 3 } Z B two models. Of particu-
Incremental $4703 | $5.899 | 56,523 | $6,520 | 89,160 | $10,277| $15,313 | $18,843 | s21,938  |ar interest is che finding
expenditures that the USDA children’s
Income $8,042 | $13.759 | $16,795 | $14,766 | $22,503 | $27,172 | 823,196 | $35223| $42383  housing cost figures are
equivalence much higher than these
USDA $14,301 | $22,881 | $26,772 | $19,906 | $31,850 | $37,264 | $33,979 | $54,364 | $63,607  derived from incremental
household housing expen-

Notes: “Incremental expenditures” s calculated according to Comanor et al. 2015. “Income equivalence”is calculated according to Betson—Rothbarth
estimates for Georgia in 2011, at average income levels indicated, excluding childcare and private tuition."USDA" is calculated according to Lino et al. 2011 All

amounts reported in 2024 dollars.

ditures. There is thus little
indication in these data




SUMMER 2024 / Regulation [ 19

that most households increase their housing budgets to
include the cost of an additional bedroom for cheir children,
although surely some do so.

Similarly, regarding household transportation costs, there
is no indication that such costs are much different in house-
holds with children than those without. For this reason, the
observed transportation cost applicable to children is minimal
except for households with teenagers.

To determine the total cost of raising children, this model
aggregates the incremental expenditures for households with
children across the available expenditure categories. Like
the other models, healch care costs are not included. Racher
than estimating costs related to individuals, this approach
measures increased household costs from including children
among its members. The statistical details from this process
are contained in Comanor at al. 2015, although the values
employed have been updated to current prices.

Table 1 compares the three models considered here. The
most striking feature of these findings is the wide discrepancy
from the other models. Indeed, the Income Equivalent values
are sometimes more than twice those based on actual outlays.
On this point, recall that Rothbarth values are not actual costs
butinsread presumed payments made to custodial parents for
sharing their household collective goods with their children.

These results indicate that the arbitrary assumptions
embodied in both the Income Equivalence and USDA mod-
els substantially increase the estimated child cost values as
compared with actual measured amouncts. In effect, both the
Income Equivalence and USDA models impute substandally
higher amounts than are reported expenditures.

CONCLUSION

The leading criticisms directed at this incremental outlays
model do not deal with the method employed but instead
at the results obrained (Venohr 2017, p. 4). However, finding
variant results is not an adequate reason to prefer one madel
to another unless one is convinced from the start as to what
are the appropriate conclusions.

What then becomes relevant is the distinction between
economic costs and value. In principle, the former pertains
ro what one gives up for an outcome, while the latter refers to
what one gains from the outcome. For the most part, these
concepts track each other, but not always. And in the presence
of household collective goods, they often diverge.

Unlike private goods, which are available for only a single
person, collective goods are available to more than one person
at the same time, and are those for which one person’s use
does not substanrially prevent another’s use and enjoyment.
In particular, one person’s use of the family residence does not
detract from another family member’s use. The critical point
here is that a child’s welfare in the case of household collective
goods is not measured by the costs attributable to him or her.

In these circumstances, a child’s welfare may be great even when his
or her costs are small.

This conclusion is important because guideline amounts
exceeding the monetary costs of raising children can provide
a substantial income transfer to the custodial parent and
thereby represents disguised alimony. As such, the transfer can
create resentment that leads to unpaid support obligations.
The preferred policy is surely to provide child support awards
that reflect the monetary costs incurred. For these reasons,
during their next mandated quadrennial sessions, state agencies
should adjust state guideline amounts to reflect more accurately the
monetary cost of raising children.
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