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SUMMARY AND RECOMMENDATIONS
This report fulfills the requirements of Section 128 of the Family Support Act of 1988

which calls for the Secretary of Health and Human Services to report on the study of
ox·

.

r.\

expenditures families make on chlldrem-

'\7

The Secretary of Health and Human Services shalt, by grant or contract,
conduct a study of the patterns 'of expenditures on children in 2-parent families,
in single-parent families following divorce or separation, and in single-parent
families in which-the parents were never married, giving particular attention to
the relative standards of living in households in which both parents and all of
the children do not live together. The Secretary shall submit to the Congress
no later than 2 years after the date of the enactment of this Act a full and
complete report of the results of such study, including such recommendations
as the Secretary may have for legislative, qdministrative, and other actions,
The study required by Section'128 of the Family Support Act of 1988 was conducted
Professor David Betson of Notre Dame Universlty.'

by

The current report reviews the analytical

methods and empirical findings on how much parents in single-parent and two-parent families
spend on their children; summarizes the literature on the effects of martial dissolution on
families' economic well-being; and discusses the implications of these findings for
establishing guidelines for setting child support awards, This chapter summarizes the major
findings and conclusions
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of this report, and provides the Secretary's recommendations.

Summary of Major Findings
Procedures for Estimating Expenditures on Children
Chapter 2 of this report reviews the methods that have been developed to estimate

expenditures on children in one and two-parent households.

Although it might appear that

.estimating expenditures on children would be straightforward, there are two reasons why it is
not:

1 The Betson study did not analyze expenditure patterns for different types of singleparent families because the data base used, the Consumer Expenditure Survey, did not
include enough observations in the various categories.
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Many goods and services purchased by families are consumed jointly by both
children and adults. Examples include housing and transportation. While data
on families' total consumption of these types of goods can be obtained from
consumer surveys, there are no universally accepted methods of allocating this
consumption aq,oss household members or assigning costs to children.

~

Even for goods that/are privately consumed by individual members of a
household, data used to estimate consumption patterns in the United States
(data from the Consumer. Expenditure Survey) are not detailed enough to
estimate individual household members' consumption of these goods. For
. example, the Consumer Expenditure Survey collects information on how much
food a household purchases, but it does not collect data on how much food is
consumed by individual family members.

~

~

~

-

Goods that are either jointly consumed or individually consumed by both children and

~

adults account for approximately 90 percent of a typical family's total expenditures.
Consequently,
on children.

researchers have had to develop indirect methods of estimating expenditures
By making specific assumptions about the determinants of economic well-being,

~

these methods have been used to estimate the amount that households with different
characteristics

and sizes spend on their children.

r~

The techniques most commonly used by economists to develop such estimates are
referred to as the Engel method and the Rothbarth method. The Engel method is based on
the premise that two households that spend the same proportion of total consumption

on

~

food are equally well off. The Rothbarth method is based ontheassumption

that two

households with the same level of expenditures on goods consumed by adults only (often
defined as alcohol, tobacco, and adult clothing), have the same level of well-being.

Using

either of these two assumptions, expenditures on one child can be estimated by calculating
the difference in total consumption
household with one child.

between a childless household and an equally well-off

~

~

Similarly, estimates of expenditures on more than one child can be

made by comparing consumption

in households with more than one child to households

with

11_

!~
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the same level of well-being with only one child. Other methods, based .on alternative
measures of well-being, have also been used to estimate expenditures on children.
All of the methods that have been developed to estimate expenditures on children rely
,\

.

on very strong assumptions
.

discussion in Chapter2

about measures of a family's economic well-being.

.

'/

As the
.

indicates, no single estimation technique is likely to measure the

"true" level of expenditures on children; expenditures made on behalf of children vary with
parental income and preferences, with the ages and number of children, and perhaps with
community standards as well. All of the available estimation techniques have potential
Shortcomings because of the difficulties inherent in any attempt to determine how much
parents spend on behalf of their children.

Consequently, it is advisable to identify a range of

expenditure estimates using a variety of techniques.
Among the techniques considered the most reliable, the Rothbarth estimator (which
uses the level of consumption
probably underestimates

on adult goods as a measure for economic well-being)

the true level of expenditures that parents make on behalf of their

children, and the Engel estimator (which uses the percentage of a family's total expenditures
that are spent on food as a measure of economic well-belnq) probably overestimates the true
level of expenditures

made on behalf of children.

As a result, these two estimators can be
I

I
used to calculate likely upper and lower bounds for the true average level of expenditures on
children.

Estimates of Expenditures on Children
The most practical data base for developing estimates of expenditures on children in
the United States is the Consumer Expenditure Survey (CEX). The range of estimates
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developed using data from the CEX and a variety of estimation techniques is quite broad.
However, there are some well-defined regularities that emerge from the estimates:

III

Expenditures ~ade .on behalf of children do not increase in direct
proportion to their/numbers: each additional child accounts for a
smaller increase in expenditures. For example, in two-parent families,
expenditures on two. ch,ildren are estimated to be between 1.40 and
1.73 times the level of expenditures for one child; expenditures on three
children are estimated to be between 1.56 and 2.24 times the level of
expenditures for one child.
.

•

The percentage of total family expenditures spent on a child increases
with the age of the child. For example, in a two-parent family with two
children between the ages of 0 and 8, the children are estimated to
account for 19 to 46 percent of total family expenditures. In a similar
family with two children between the ages of 10 and 17, however, the
children are estimated to account for 32 to 53 percent of total family
expenditures.
There is some evidence that expenditures on children as a percentage
of total family expenditures decrease slightly as income increases. The
absolute level of spending on children, however, increases as income
increases-Y.

•

Children in one-parent families account for a higher percentage of total
family expenditures than children in similar two-parent families. In a
two-parent family with two children, the children are estimated to
account for 27 to 50 percent of total expenditures. In a one-parent
family, the children are estimated to account for 52 to 78 percent of
total family expenditures."

2 It should be noted that because of small sample sizes, none of the studies on which
these findings are based examined expenditure patterns among relatively high-income
families. The Betson study, for example, does not consider families with annual incomes
greater than $75,000.
3 This general finding is to be expected; if income is held constant while family size

decreases (Le., one adult is no longer there), the children are likely to receive a higher
percentage of the family's expenditures. However, it is important to note that while a higher
percentage of expenditures may be attributable to the children in one-parent families than in
two-parent families, in most cases the levei of expenditures is likely to be lower because oneparent families typically have lower income levels than demographically comparable twoparent families.
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It is important to emphasize that these estimates represerit~a~erage expenditures.

The

range of actual expenditures is broader still; the decisions made within households about
how to allocate spending among family members are subject to a great deal of variability.
Both preferences and needs varysubstantially
.

.;/

across households.

The estimates of average

expenditures will be too low for families who prefer to spend large amounts on their children,
who have children with special needs, or who otherwise have unusually high expenditures on
items such as children's medical care, education, or child care. Conversely, for families who
.have unusually high expenditures on non-child-related

items, the estimates of average

expenditures on children will be too high.

The Economic Consequences of Marital Dissolution
In order to examine the transition from a two-parent to a one-parent household, this
report reviews and summarizes the research literature on the effects of marital dissolution on
families' well-being.

This literature, which requires longitudinal or retrospective data on

families before and after family disruption, is based on data sources other than the Consumer
Expenditure Survey. The studies that were reviewed span a period of almost 15 years: from
the early-1970s to the mid-19aOs. Findings from both nationally-representative

studies (based

on the Survey of Income and Program Participation and the Panel Study of Income Dynamics)
and small-scale local studies are consistent:

marital disruption is economically detrimental for .

women and children and generally beneficial for men. While declines in economic well-being
among women with high pre-divorce incomes are generally greater than among women with
lower pre-divorce incomes, the post-divorce incomes of this first group continue to be higher
than the level of income available to women who had low incomes prior to divorce.
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Despite this consensus, there is less agreement concerning the magnitude of the
effects.

Estimates for the effects on women and children range from reductions in living

~

standards on the order of 30' percent, based on analyses of the Panel Study of Income

-r

~

Dynamics and the Survey of Income and Program Participation, to a decline of 73 percent,
based on Weitzman's study of dat~'from Los Angeles County.

Generally, estimates based on

local-level data tend to be higher than estimates derived from nationally-representative

~

data.
~

While it is possible that divorced women in the various local areas that have been studied
experience relatively larger declinesln economic well-being than is the case nationally, the

~
small sample sizes and methodological

problems associated with these studies suggest that

the local-area estimates may be somewhat misleading.
covered and in prevailing macroeconomic

Differences in the time-periods

conditions may also account for discrepancies

~
in
~

the various estimates.

Finally, a number of the studies reviewed indicate that some

differences in economic well-being between one- and two-parent families are due to the fact
that economic disadvantage tends to precede family dissolution.
All of the studies of marital disruption reviewed are based on data collected prior to
the institution of guidelines in 1984 and the 1988 mandate that required states to follow their
guidelines as a rebuttable presumption.
economic consequences

Thus, these studies may not accurately reflect the

of marital disruption today.

State Child Support Guidelines
In recent years the U.S. Congress has passed legislation that requires states to
establish and use child support guidelines.

In the Child Support Amendments of 1984,

Congress required that states establish child support guidelines.

These guidelines, which

could be advisory or presumptive, had to be made available to all judges and other child
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support officials in the .state. The Family Support Act of 1988 streriqthened the guidelines
provision by requiring states to use their guidelines as a rebuttable presumption.
The U.S. Department of Health and Human Services has published proposed
'\

regulations to implement these requir~JRe'nts. The proposed regulations would require states
to take into account the earnings, income, and resources of the noncustodial

parent; to base

"

guidelines on specific descriptive and numeric criteria and result in a computation
support obligation;

and provide for coverage of the child's health care needs.

of the

In addition, the

states' review of the guidelines (every four years) would require an analysis of data on
compliance and deviation from the guidelines.

The Department's final regulations are

expected to be published in fiscal year 1991. Within the parameters set by the Federal
legislation and regulations, states have been given broad authority to develop guidelines
, consistent with their political and philosophical views on the equitable allocation of child
. support expenditures

between parents.

There are three general types of child support guidelines in use as of February 1,
. 1990. The first is the percentage of income guideline, which is used in 15 states, the District
of Columbia, and Puerto Rico. The percentage of income guideline establishes child support
orders as a specified percentage of the noncustodial parent's income.
is independent

The level of the order

of the level of income of the custodial parent. The second is the income

shares guideline, which is used in 32 states, the Virgin Islands, and Guam. The income
shares guideline establishes child support orders as a specified percentage of the combined
income of both parents.

The third guideline, the Melson guideline, establishes child support

. orders that require that both parents contribute (in proportion to their share of combined
parental income) to the basic needs of the child after the basic needs of the adults have been
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met; the support order increases in proportion to .the level of the noncustodial

parent's

income above the basic needs amount. Three states use the Melson guideline.
/""".

~

There are a variety of ways in which each of these guidelines are implemented.

States

differ in terms of how income is defined (net income, gross income, or adjusted gross
income).

~

Many states also allow for additions to the basic support amount for unusually large

expenses (e.g., child care, medical expenses, and education) and/or deductions from the
income on which support is to be paid (e.g., for previous support orders or health insurance).
Finally, states differ in the percentage of income that they require the noncustodial

parent to

pay in child support.

,
,

~

Under a broad range of circumstances, the three types of guidelines currently in use
set support orders that are very similar to one another. The Melson formula, however,
establishes very low levels of child support at low levels of income for the noncustodial

parent

because the formula is designed to allow noncustodial parents to retain a minimum level of
income for their basic needs (Le., provides for a self-support reserve) prior to requiring more
than a token level of child support.

At low levels of (noncustodial parent) income, very low

r.

levels of child support are also generated in percentage of income and income shares states
that have self-support reserves.

In cases where the custodial parent's income is nearly equal

to (or greater than) the noncustodial parent's, the percentage of income guideline may
establish support orders that are higher than would be established by either the Melson or
income shares guidelines.

In general, it is at the high and low ends of the income distribution

and in cases where the two parents' earnings are very different that the three categories of
guidelines may differ most markedly from one another in the levels of child support that they
generate.

These differences are caused by variations in how the guidelines treat the basic

needs of the noncustodial

parent and the income of the custodial parent (in the case of the

~

-,

7-8

1

income shares guideline) as well as differences in the percentaqa'ot .incorne the noncustodial
parent pays in child support and how that percentage varies over different income levels.

'.I.

Guidelines and Their Relationshjp--to Expenditures on Children
"~,I
With some exceptions, all three guidelines (the percentage of income, income shares,
and Melson) are implemented by the states in such a way as to be within the range of
, estimates of expenditures for children in two-parent families.

In most cases, however, the

. percentage of income to be paid in child support tends to be closer to the lower bound of the
range of estimates of expenditures on children than it is to the upper bound.

In 8 states, the

estimates of child support orders appear to be less than the lower bound of the range of
estimates of expenditures on children (at least under one of the three scenarios considered).
There are, however, no states (at least under the scenarios considered) where the child
support orders are greater then the upper bound of the range of estimates of expenditures on
r

children.

It should be noted that these findings are based on simulations using reasonable

but inexact interpretations

of tax schedules and savings data. Furthermore, states requiring

child support payments less than the lower bound of estimates of expenditures on children
do not violate any Federal laws or regulations.
In cases where the income of the noncustodial parent is particularly low, the Melson
formula and guidelines in some percen'tage of income and income shares states require very
low child support because these states permit the parents to meet their own basic needs
before more than token child support is required. This is the situation where the amount of
the child support order diverges most markedly from the estimates of expenditures on
children.
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The review in Chapter 6 indicates that there are a number of circumstances
require careful consideration.

which

For example, in some states that use the income shares

.~

guideline, the percentage of income J~.aidin child support increases (at least over some range

,/

of income) as combined parental income increases.

~

In these states, it is possible for the child

support order to increase as the income of the custodial parent increases (while the income
~
of the noncustodial

parent is unchanged).

Similarly, the support order may decrease as the

income of the custodial parent decreases (while the income of the noncustodial
unchanged).

parent is

~

-

If, on the other hand, the percentage of income to be paid in child support

decreases as combined parental income increases (as it does in some states), it is possible
for the child support order to increase as the income of the noncustodial

parent decreases

~

(while the income of the custodial parent remains unchanged), or for the order to decrease as
the income of the noncustodial
remains unchanqed),

parent increases (while the income of the custodial parent

These peculiar outcomes may be perceived as inequitable and may

, lead to challenges of the guidelines.

If, however, the percentage of income to be paid in

child support is constant (l.e., does not increase or decrease with income) then the income
shares guideline is very similar to the percentage of income guideline.
Finally, a difficulty related to the one outlined above may arise in states that use either
the income shares or percentage of income guidelines when the percentage of income paid

L_

for child support varies with the level of income, but the percentage is applied to all income.
In states where the percentage of income to be paid in child support increases with income,
very small increases in income can result in disproportionately
the child support award."

large changes in the level of

In states where the percentage decreases with total income, an

4 For example, in one state under some circumstances child support is equal to 20
percent of income for incomes between $7,501 and $15,000, and child support is equal to 21
percent of income for incomes between $15,001 and 25,000. Thus, an increase in annual
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increase in the noncustodial

parent's income can actually result in a reduction in child
..•."

support.'' States can avoid such situations by using a constant rate or by applying the
different rates to marginal lncome."

..\
--'.

Topics not Addressed in this/Report
Some potentially important theoretical and practical topics relating to expenditures on
children and child support guidelines are not covered in depth in this report. At the
theoretical level, the nonmonetary costs and benefits of children are not considered, and at
the practical level the many special circumstances that vary across households are not
discussed in detail.
In general, having children is voluntary, and children provide substantial benefits to
their parents.

When a family splits up and the children remain with one of the parents, the

custodial parent retains a greater share of these nonmonetary benefits, while the noncustodial
parent loses some of these benefits. Although the benefits derived from the children are real,
it is, difficult or impossible to place a monetary value on them, and they are not generally
taken into account in child support guidelines.

Children also impose indirect costs on the

custodial and, to a lesser extent, noncustodial parents.

Caring for children requires

substantial time that could be devoted to compensated work or leisure.

However, these

income of the noncustodial parent from $15,000 to $15,001 (an increase of $1) results in an
increase in child support of $150.
5 In one state, for example, the percentage of income paid as child support under some
circumstances deciines from 21.8 percent for incomes between $4,500 and $8,499 to 21.4
percent for incomes between $8,500 and $12,249. Thus, an increase in income from $8,499
to $8,500 results in a decrease in child support from $1,853 to $1,819. Only if income
increases to $8,657 will the child support reach the former level.

6 For example, states could apply one rate to the first $10,000 of income, a different rate
to the next $10,000 ot'income, etc.
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"opportunity

costs" of children are not generally taken into account in child support guidelines

because it is not feasible to do so.
In addition to deciding, on the general method of establishing guidelines, states must
/"-

also decide how to deal with spetial circumstances that sometimes arise relating to income
or child-related expenses.
other dependents,

Among ~he.circumstances of interest are support obligations for

shared physical custody arrangements, extended visitations, health

insurance costs, medical expenses, child care expenses, child-related expenses of the
noncustodial
income.

parent, Voluntary unemployment and underemployment,

and self-employment

These special circumstances should be carefully considered in the development

guidelines.

of

They can be dealt with either by including provisions in the guidelines or by

providing courts and administrative agencies with guidance on how to take them into account
in setting awards.
Finally, guidelines should take into account the concept of fairness to the child, the
custodial parent, and the noncustodial pare.nt. Fairness issues are complicated
factors.

by two

First, as noted previously, when a family splits into two households there is generally

a loss of economies of scale -- at least one of the newly-formed households will experience a
decline in economic well-being if total income does not increase.

Second, efforts to assist

the child will generally also benefit the custodial parent because once a household receives
income, it can be used to benefit all members of the household regardless of its source.
Child support guidelines should consider how declines in economic well-being can most
equitably be spread among the children and parents.
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Recommendations
Recommendations

and ConClusions
for State Guidelines

The guidelines developed by the states generally fall within the range of expenditures
on children.

However, some of the states' guidelines may lead to child support orders that
/""

'/

could be considered too low, and some guidelines may inadvertently generate orders that
vary in unintended ways with changes ih income. The findings presented in this report
suggest that states should consider the following points in the development of their child
support guidelines:

•

States should periodically review their guidelines in conjunction with the most
recent estimates. of expenditures on children to be sure that their guidelines
generate support orders that are consistent with estimates of expenditures on
children. In particular, states should review the basic rates used in their
guidelines to see if the child support awards they generate fall below the
minimum estimate of expenditures on children.

•

Because the amount spent on children increases as parental income increases,
the resources available to children in single-parent households should increase
with the income of the parent(s). This implies that in the case of the
percentage of income guideline, child support awards should increase with
increases in the noncustodial parent's income, and for the income shares and
Melson guidelines, child support should increase with increases in combined
parental income? 8

•

Order amounts should increase as the number of children increases, although
it should be recognized that expenditures on children do not increase in direct
proportion to the number of children.

•

Because the expenditure estimates indicate that more is spent on older
children than on younger children, it may be desirable to vary order amounts
with the age of children (increasing awards as children grow older). .

7 The fact the amount spent on children increases as parental income increases should
not be interpreted to mean that the percentage of parental income spent on children
increases as income increases. In fact, there is some evidence that as income increases
there is a slight decrease in the percentage of income spent on children.

However, if different percentages are used, application of a different rate should be on
a marginal or next-dollar basis rather than on all income.
8
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statesrney

also want to carefully consider the following in developing their guidelines:

•

' Procedures to account for expenditures over and above the usual levels on
items such as child care, tuition; special needs.jnedlcet care, and
transportation. An attempt can be made to differentiate between required and
discretionary ~€fxpenditur~~.

II

Cases in which (individual or combined) parental income is unusually high or
unusually low. These cases require careful consideration for at least two
reasons. First,' it appears that it is at the high and lo;w ends of the income
distribution that there is the greatest danger of child support guidelines
generating unintended inequities. Second, it is under these circumstances that
cases-are most likely to be brought to court, and the guidelines challenged.

II

The implications of varying the percentage of income thatis to be paid in child
support with the level of income. Unless the guidelines are carefully
constructed, it is possible that (i) a small change in income could result in a
large change in the support order or (ii)' an increase in income may result in a
decrease, in the support order. To avoid such problems, states can apply
varying rates to marginal income (as is the case with the Federal personal
income tax).
States using income shares guidelines shouldconsider the implications of
varying the support rate. For example, under some circumstances if the
'support 'rate deClines as income increases, an increase in the income of the
noncustodial parent may result in a decrease in the size of the child support

II

,

"

.
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Recommendations

for Future Research and Improved Data Collection

There, are a number of problems inherent-in estimating the expenditures that parents
,

,

make on behalf of their children.

These include both theoretical difficulties, as well as

empirical difficulties that arise (in part) because of the extreme expense of collecting detailed
longitudinal ,expenditure data. In light of the findings presented in this report, the research
,

,

community may want to consider the following in future work:

II

Periodically updating estimates of expenditures on children by replicating
procedures used by previous researchers and incorporating the most current
data available.'

II

Determining if the differences in the estimates from various expenditure pattern
studies based on the CEX are a result of changes over time in expenditure
patterns or the estimation techniques used.
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•

Estimating the earnings that parents forego in raleinq children and the effect of
children on parental savings over time, and exarnininq how these two factors
can be included in estimates of expenditures on children.
.

•

Studying how expenditure patterns among families in which the parents have
joint physical custody of the children differ from those of other families.

•

Examining how the.torriianon of second tamilles (by both custodial and
noncustodial parents) affects expenditure patterns.

•

Empirically examining what is perceived to be fair (to custodial parents,
noncustodial parents, and children) in a variety of situations involving child
support.

•

Developing new approaches to estimating expenditures on children including
the possibility of directly estimating these expenditures by asking families how
much they spend on their children.

'\

Although there are many problems inherent in estimating expenditures that parents
make on behalf of their children, the data problems are less constraining than many of the
underlying theoretical problems.

Several data problems stern from an inability to distinguish

between various categories of expenditures; these categories include distinguishing

clothing

for 16 to 17 year olds from clothing for adults, health care costs for children from health care
costs for adults, and work-related child care from non-work-related

child care. The first of

these (clothing for older children) limits our ability to accurately implement the Rothbarth
estimation technique for older children, while the two latter categories are likely to be useful
as alternative methods of estimating expenditures on children are developed.

Finally, the

data collected on income and savings in the Consumer Expenditure Survey are generally not
considered to be as reliable as the expenditure data. Because child support guidelines are
based on income rather than expenditures, the current CEX structure does not permit
expenditure patterns in different family types to be accurately linked to income.
these considerations,

In light of

the Department of Labor may want to consider the following changes to

the Consumer Expenditure Survey:
18

Distinguishing between expenditures on clothing for 16 and 17 year old
children and expenditures on clothing for adults.
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•

Distinguishing between health care expenditures made on behalf of adults from
those that are made on behalf .ot children.

•

Collecting data on child care expenditures such that work-related child care
expenses can .be distinguished from non-work-related child care expenses.

•

Improving the a~Iu;~'cy of the inco~e andsavinqs

data.

Conclusions
The recurring theme throughout this report is that because of lost household
economies (or economies of scale). a reduction in the standard of living of at least one
household is inevitable when the parents of children do not live together (unless there is a
substantial increase in income). The central issue that must be confronted in determining
whether or not existing child support guidelines are appropriate is whether or not the
guidelines distribute this reduction in living standards fairly between the custodial and
noncustodial

households.

The estimates of how much parents spend on behalf of their

children, in both intact and single-parent families, can help to inform this determination.
Ultimately, however, the determination must be made on the basis of value judgments
concerning what is fair and what is not. All states have responded to the mandate to develop
guidelines, and many states have continued to debate the merits of alternative structures, as
evidenced by the large number of states that have revised their guidelines in recent years.
This report is intended to provide information to Congress and the states that may prove
useful as the states continue to refine, revise, and update their guidelines over time.
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