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POTENTIAL INEQUITIES AFFECTING WOMEN

TUESDAY, JUNE 21, 1983

U.S. SENATE,
COMMITTEE ON FINANCE,

Washington, D.C.
The committee met, pursuant to notice, at 9:30 a.m., in room SD-

215, Dirksen Senate Office Building, Hon. David Durenberger
(chairman) presiding.

Present: Senators Durenberger, Packwood, Long, Bradley, and
Grassley.

[The opening statement of Senator Mitchell and an article from
the Washington Post "Deadbeat Dads" follows:]

STATEMENT OF SENATOR GEORGE J. MITCHELL

In the last three decades, American society has changed radically, but many of
our economic institutions have failed to adapt to the change. Although fully 43 per-
cent of our work force consists of women, wage scales, pension programs and child
care arrangments reflect a society in which working women are a rarity. They are
tailored to a society in which the norm is the one-earner family of working husband,
homemaker wife and 2.3 children.

For a majority of American families today, that economic norm is simply inaccu-
rate. Yet the world of work has been slow to adapt to current realities. And the
outcome can be seen in the increasing feminization of poverty throughout the coun-
try.

When 70 percent of those living in poverty are women, and 90 percent of the
single-parent families in the country are headed by women, it does not take much
effort to recognize that we are sustaining anachronistic employment and pension
structures which simply do not meet the needs of our society any longer.

The reasons for women's economic inequality have been well presented to this
Committee and are familiar.

What is less often recognized, however, is that inequities in pay and benefits have
a cumulative life-time effect as well. For example, private pension programs are not
required to vest anyone under the age of 25. But women's work force participation
is heaviest in the years 21 to 25, and the following years are, biologically, the prime
childbearing years.

In practice, a woman can work for a firm from age 21 to 26; leave fori couple of
years to raise a family, and return to work with no vested pension rights whatever.
Coupled with lower pay for women overall and the fact that spacing a family may
require repeating this pattern, it is easy to see why women's earned pensions are
virtually half those of men.

As more and more young women go to work, get married and contemplate raising
a family, they will fimd that the decision to have and raise children can be a direct
cause of poverty and economic dependency in their retirement years.

Too many women today have ready learned this and are forced to live with the
consequences.

The working life pattern of most women is not identical to that of men for the
simple reason that having and raising children demands time away from the work
force. Under our current employment system, that time costs the woman more than
the salary she forfeits: It directly affects her pension earnings, her ability to be
vested into pension programs, and her subsequent economic independence in later
life.

(1)
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For those women who have chosen to make child rearing and homemaking their
careers, virtually no safeguards now exist to protect them in the event of their
spouse's death or in the event of divorce. We all deplore the tragedy of divorce late
in life; but we must do more than that. We must make certain that the breaking of
an emotional bond does not entail poverty for one partner as well.

Today, that is all too often the case. State laws do not all recognize pensions as
joint property when marriages fail, so the female marriage partner with no pension
rights of her own is left to depend on the spouse's share of Social Security benefits.
Civil Service rules do not require any portion of a federal pension, for instance, to
be paid to a divorced spouse, regardless of the number of years of marriage.

One of my constituents recently wrote me a letter describing the effect of this cir-
cumstance on her own life. After 43 years of marriage to a civil servant, during
which time she was a full-time homemaker, bringing up children and making a
home, she and her husband divorced. Her former husband now receives his pension
in its entirety, plus his Social Security. She receives just her share of the joint
Social Security account. Her income today is $240 a month. His income today is
$3,280 a month.

Yet surely, despite the fact that the marriage did not last, the partnership this
couple shared of 43 years should be recognized as a more economically equal one.
Every married man knows that the responsibility of bringing up children and creat-

and maintaining a home is not a negligible contribution to a family. Indeed,
ay it is fashionable to laud the family as the best and most effective economic

unit in our society.
Yet what our society has been unwilling to recognize is that when the family unit

no longer exists as a unit, the contribution of one partner often receives no econom-
ic recognition, while the contribution of the other is recognized in law. The tragic
fact is that for the vast majority of homemakers, divorce means a harsh and unfair
economic penalty.

We pay tribute to the equal partnership of marriage. But all too many of our eco-
nomic institutions prove that it is only lip service.

The Economic Equity Act is a step in the direction of correcting that situation by
requiring our economic structures to make the practical adaptation to the economic
realities of the workplace and the social realities of retirement today.

[From the Washington Post, June 16, 1983]

DEADBEAT DADS

Sunday is Father's Day, and most American children will be doing something spe-
cial for dear old dad. Its a useful occasion for children to remember that the old
man works hard to keep a roof over their heads and that, for all his faults, he's not
such a bad fellow to have around the house. But Father's Day will be only an un-
happy reminder for millions of children that their fathers no longer care enough
about them even to help pay for their upbringing.

The failure of fathers to contribute to support of their children is no longer a
problem confined to a substrata of American families. More than 8 million families
now lack a male parent, and with 1.2 million new divorces every year, the number
continues to grow. Experts estimate that one-half of American children-from all
income levels-will live apart from their fathers for part of their childhood. For the
great majority of them, the departure of the father will mean a steep and often per-
manent drop in their living standards.

Fewer than three of every 10 fatherless families receive regular child support pay-
ments from the absent father, and the payments received from the absent father,
and the payments received average less than $2,500 a year. Even when fathers are
under court order, less than half pay regularly, and perhaps as many as a third
never make a single payment. Contrary to popular belief, many of these delinquent
fathers have substantial incomes. A California study showed, moreover, that a year
after divorce, while the wife's income typically dropped by 73 percent, the husband's
rose by 42 percent.

For most women, pursing a recalcitrant ex-mate is a bleak and expensive process.
Courts have huge backlogs of child-support cases, and even if a judgment is won and
arrears are collected, the victory is usually temporary. It is especially easy for fa-
thers to avoid further payments by moving to a different state or, in some cases,
even a different county.

In recent years the federal government's Child Support Enforcement program has
helped states crack down on absent fathers whose families have been forced onto
welfare rolls. The program has already produced significant welfare savings in
many states, and the Reagan administration is preparing legislation to strengthen
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provisions for withholding wages and tax refunds from delinquent parents and help-
ing states coordinate collection efforts. These are sensible proposals. But they do
little to help either the families involved-since collections simply offset the typical-
ly low welfare benefits-or the equally large number of deserted families that have
avoided welfare but still scrape by on relatively meager incomes.

As more and more families have become exposed to the weakness of the child-
support system. Congress has become increasingly interested in additional measures
that would have broader impact. Child support is one issue that appeals-rightly-
to all parts of the political spectrum. A prospective welfare saving is only one small
part of that concern. A society that cares about its future will make every effort to
see that its children are not raised in deprivation and that their parents recognize
that the decision to have children entails lifelong responsibilities.

Senator DURENBERGER. The hearing will come to order.
We have a full hearing schedule for this morning and this after-

noon. This afternoon's hearing, I understand, will start at 1:30.
This morning's witness list is a series of congressional witnesses
and two panels to follow those witnesses.

We had an excellent series of morning and afternoon hearings
yesterday, and I deeply appreciated the testimony and the respon-
siveness of all of yesterday s witnesses and look forward to today's
witnesses, the first of which is our colleague, the junior Senator
from the State of Florida, the Honorable Paula Hawkins.

Paula, we welcome you to the hearing and look forward to your
statement.

STATEMENT OF SENATOR PAULA HAWKINS, U.S. SENATOR,
STATE OF FLORIDA

Senator HAWKINS. Thank you, Mr. Chairman. I am pleased to
testify before the Finance Committee today in behalf of S. 1359, an
important component of the Economic Equity Act. I joined the dis-
tinguished Senator from Ohio, Mr. Metzenbaum, last year in co-
sponsoring this legislation to amend the dependent care tax credit.
This bill offers assistance to the many families who must make ar-
rangements for the care of their children and elderly or disabled
family members.

Many important provisions in the legislation which we sponsored
in 1981 were deleted in the House and Senate conference. We are
resubmitting these deleted provisions. The provisions include an
improved sliding scale, refundability of the tax credit, and the
easing of requirements for tax-exempt status to childcare centers.
These were important provisions 2 years ago and recent economic
and social trends make the enactment of these provisions even
more crucial today.

The working mother reflects the changing nature of our society,
both culturally and economically. As you know, in the vast major-
ity of families in which females work outside the home, they do so
for reasons of economic necessity. Two-thirds of the women in the
work force are either sole providers or have husbands who earn
less than $15,000. Indeed, one out of every three families with
single working mothers are below the poverty line. The situation is
so bleak that the National Advisory Council on Economic Opportu-
nity projects that by the year 2000 the Nation's poor will be almost
exclusively composed of single, working women and their children.

Another problem is that the lack of child care presents a drain
on our Nation's productivity. Employers and production analysts
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are gradually becoming aware of the decline in worker productivity
when dependent care arrangements are inadequate. But only a few
innovative businesses and hospitals are realizing the benefits of
providing their employees with child care services.

Although I have repeatedly stressed the needs of families with
young children, we must also be aware of the burdens of caring for
the elderly or disabled dependent. There are over 600 adult day
care centers in the United States, 37 in Florida alone. Today the
over-80 age group is the fastest growing age group in the country.
Much like young children, the elderly need proper attention and
care. We need to encourage, not discourage, families to care for the
elderly in their own home instead of in institutions.

Similarly, disabled dependents require special attention. Because
of the costly special services and equipment they require, those
who desire to care for disabled family members in their own homes
often find they need to return to work to earn the extra money re-
quired to support that dependent. Despite the importance of care
by family members and the desire of those family members to keep
and care for their dependents within the home, the lack of depend-
ent care during working hours prevents many families from stay-
ing together.

We have made some important steps in rectifying this inequity.
In the 97th Congress, we amended the dependent care tax credit to
establish a sliding scale tax credit, where the amount of the credit
rose as the taxpayer's income fell. Taxpayers earning above $30,000
a year continued to receive their 20 percent tax credit on their al-
lowable dependent care expenses, but families earning $20,000
could get a 25-percent tax credit and families earning $10,000 could
get a 30-percent tax credit. The IRS has noted that because this
credit is only available on the long form, most low-income individ-
uals are effectively prevented from taking advantage of this credit.
Last year the IRS instituted a campaign to advertise the availabil-
ity of the credit and they have informed us that next year the new
short form will contain a new line allowing taxpayers to take ad-
vantage of the dependent care tax credit on the short a 'ell as the
long form. I want to take this op portunit to thank you, Senator
Durenberger, and you, Senator Packwood, for your assistance in
urging the IRS to include this line on the future IRS tax forms. We
feel it s most important. However, there are many low-income fam-
ilies who pay too little in taxes to take advantage of any tax credit
and yet earn too much to qualify for federally subsidized dependent
care. For these families, refundability is a needed and necessary
element of the tax credit.

Although I consider refundability the key element of this amend-
ment, the other two provisions are vitally important to insure the
availability of dependent services at affordable prices. This amend-
ment would increase the sliding scale tax credit. The implementa-
tion of the sliding scale was a significant step toward improving
low income families access to this tax credit. But we need a scale
that is in line with economic reality-a scale that peaks at 50 per-
cent for low-income families, providing a more realistic level of
support for dependent care expenses.

Finally, this amendment would make it easier for nonprofit child
care centers to qualify for the 501(c) tax-exempt status. The lack of
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adequate funding for families is not the only problem. There is, as
you know, also a shortage of accredited child care facilities. We've
talked about it many times. This amendment would permit non-
profit dependent care centers to receive tax-exempt status by
easing the requirement that the centers prove their educational
purposes curriculum. The centers would qualify upon proving that
their services would be available to the general public for the pur-
pose of enabling individuals to be gainfully employed. This provi-
sion is intended to encourage the creation of additional dependent
care slots and improve the availability of dependent care to chil-
dren, the elderly, and the disabled.

Senators, I believe that this legislation brings much needed relief
to families who need outside care for their dependents, whether
they are children, elderly, or disabled adults, when other family
members are at work. I urge the committee to give favorable con-
sideration to the need for this legislation and commend you for
holding this hearing.

[The prepared statement of Senator Hawkins follows:]

STATEMENT OF SENATOR PAULA HAWKINS

Mr. Chairman, I am pleased to testify before the Finance Committee today in
behalf of S. 1359, an important component of the Economic Equity Act. I have
joined the distinguished Senator from Ohio, Mr. Metzenbaum, in cosponsoring this
legislation to amend the Dependent Care Tax Credit Act. This bill offers assistance
to the many families who must make arrangements for the care of their children
and elderly or disabled family members.

In 1981, I joined Senator Metzenbaum in sponsoring similar legislation which
passed the Senate as an amendment to the Economic Recovery Tax Act. Many im-
portant provisions, however, were deleted in the House-Senate Conference. We are
resubmitting those deleted provisions. The provisions include an improved sliding
scale, refundability of the tax credit, and the easing of requirements for tax-exempt
status to childcare centers. These were important provisions two years go and
recent economic and social trends make the enactment of these provisions even
more crucial today.

Working families with young children, elderly or disabled relatives share an im-
portant need, the need for support in caring for their dependents. In the past, the
wife stayed home and prepared the eggs, while the husband brought home the
bacon. But our economy and life style is changing. Now, only one out of every 21
families resembles the classic nuclear family.

Today, approximately 60 percent of all women aged eighteen to sixty-four are in
the workforce. In the 1980's women are expected to account for 7 out of every 10
additions to the labor force. Since 1950, the percentage of women in the workforce
has nearly doubled.

The result of these changes in the work patterns of women is that today more
than half of the nation's children have mothers in the workforce. Even among pre-
schoolers, approximately 50 percent have mothers in the labor force. If you add this
amount to the number of women who are unemployed and actively looking for em-
ployment, you can begin to appreciate the great need for dependent care services.

The working mother reflects the changing nature of our society, both culturally
and economically. In the vast majority of families in which females work outside of
the home, they do so for reasons of economic necessity. Two-thirds of the women in
the work force are either sole providers or have husbands who earn less than
$15,000. Indeed, one out of every three families with single, working mothers' are
below the poverty line. The situation is so bleak that the National Advisory Council
on Economic Opportunity projects that by the year 2000 the nation's poor will be
almost exclusively composed of single, working women and their children.

This lack of affordable childcare is a major factor in keeping women and children
in poverty. The U.S. Commission on Civil Rights has noted that the inability to
access childcare restricts not only the women's employment and training opportuni-
ties but also their ability to participate in Federally supported education programs.
A number of studies suggest that approximately one out of every six women is un-
employed because she is unable to make satisfactory childcare arrangements. An-
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other problem is that the lack of childcare presents a drain on odr nation's produc-
tivity. Employers and production analysts are gradually becoming aware of the de-
cline in worker productivity when dependent care arrangements are inadequate, but
only a few innovative businesses and hospitals are realizing the benefits of provid-
ing their employees with childcare services.

Although I have repeatedly stressed the needs of families with young children, we
must also be aware of the burdens of caring for the elderly or disabled dependent.
There are over 600 adult daycare centers in the United States, thirty-seven in Flor-
ida alone. Today, the over 80 age group is the fastest growing age group in the coun-
try. Much like young children, the elderly need proper attention and care. We need
to encourage, not discourage, families to care for the elderly in their homes instead
of in institutions.

Similarly, disabled dependents require special attention. Because of the costly spe-
cial services and equipment they require, those who desire to care for disabled
family members in their own homes often find that they need to return to work to
earn the extra money required to support that dependent. Despite the importance of
care by family members and the desire of those family members to keep and care
for their dependents within the home, the lack of dependent care during working
hours prevents many families from staying together.

Although important steps have been taken in providing affordable dependent
care, additional provisions are necessary to make the tax credit available to low
income individuals. The largest single source of federal support for dependent care
services is not Title XX or Head Start, but the Dependent Care Tax Credit. And the
primary beneficiary of this federally subsidized assistance is not the low-income wel-
fare mother, but the middle and high income family.

We have made some important steps in rectifying this inequity. In the 97th Con-
gress, we amended the Dependent Care Tax Credit to establish a sliding scale tax
credit, where the amount of the credit rose as the taxpayer's income fell. Taxpayers
earning above $30,000 a year continued to receive a 20 percent tax credit on their
allowable dependent care expenses, but families earning $20,000 could get a 25 per-,
cent tax credit and families earning $10,000 could get a 30 percent tax credit. Thu-
Internal Revenue Service has noted that because this credit is only available on the
long form, most low-income individuals are effectively prevented from taking advan-
tage of this credit. Last year the IRS instituted a campaign to advertise the avail-
ability of the credit and they have informed us that next year the new "short" form
will contain a new line allowing taxpayers to take advantage of the dependent care
tax credit on the short as well as long form. Senator Dole, I want to take this oppor-
tunity to thank you for your assistance in writing the I.R.S. to urge that this line be
included in future I.R.S. tax forms.

There are, however, many low-income families who pay too little in taxes to take
advantage of any tax credit, and yet earn too much to qualify for federally subsi-
dized dependent care. For these families, refundability is a needed and necessary
element of the tax credit.

Although I consider refundability the key element of this amendment, the other
two provisions are vitally important to ensure the availability of childcare services
at affordable prices. This amendment would increase the sliding scale tax credit.
The implementation of a sliding scale was a significant step toward improving low-
income families' ncess to this tax credit, but we need a scale that is in line with
economic reality. A scale that peaks at 50 percent for low income families provides
a more realistic level of support for dependent care expenses. Recent figures reveal
that the average benefit claimed by families earning under $10,000 equals less than
$4 a week. Now, these same families will be able to receive a credit of up to $25 a
week, enhancing their ability to make choices about the quality of dependent care
they seek. This will go a long way toward providing adequate dependent care for
both low and middle income families.

Finally, this amendment would make it easier for non-profit childcare centers to
qualify for 501(c) tax-exempt status. The lack of adequate funding for families is not
the only problem, there is also a shortage of accredited childcare facilities. This
amendment would permit non-profit dependent care centers to receive tax-exempt
status by easing the requirement that the centers prove their educational purposes
curriculum. The centers would qualify upon proving that their services would be
available to the general public for the purpose of enabling individuals to be gainful-
ly employed. This provison is intended to encourage the creation of additional de-
pendent care slots and improve the availability of dependent care to children, the
elderly, and the disabled dependent.

Mr. Chairman, I believe that this legislation brings much needed relief to families
who need outside care for their dependets, whether they be children, elderly or dis-
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abled adults, when other family members are at work. I urge the Committee to give
favorable consideration to the needs for this legislation.

Senator DURENBERGER. Thank you very much. I recall as a new-
comer to this body you spent a good part ot your first year working
on this issue and we spent a good part of a week, I think, on the
floor with the first tax bill, dealing with your willingness to go up
against the parameters of we can only raise or cut-I think we
were cutting in those days-cutting $40 billion and we can't do all
the things we'd like to do, and sticking in there through that whole
process for dependent care credits, and I appreciate it a great deal.

Senator Packwood?
Senator PACKWOOD. No questions, although I've got to thank

Paula for the leadership that she took. We only got half a loaf last
time.

Senator HAWKINS. That's -why you're here. We'll come back and
get the other half.

Senator PACKWOOD. That's right. And then we get half a loaf this
time of the half that's remaining. We never quite get everything
because half of a half of a half .of a half never gets to one, but we'll
get 95 percent of what we want if we keep plugging away at it.

Senator HAWKINS. Thank you. I appreciate both of your support.
I remember when we voted on it the first time. It was the first
amendment I'd ever introduced in the Senate and I was really per-
plexed when one Senator dared vote against it. I am now amazed
that that's all the opposition that we had. Thank you so much.

Senator DURENBERGER. Thank you very much.
The next listed witness is Senator Arlen Specter. I don't see him

here, but it doesn't mean he isn't here. He's not here.
We'll call Hon. Olympia J. Snowe, U.S. Representative from the

State of Maine. Somebody said she's here somewhere. Oh, behind
me. Great. Terrific.

Maybe the best thing is if we have all three of you up, if you'd
L ke to do that, if everyone is here: Barbara Kennelly and Geral-
dine Ferraro, or whichever.

Barbara, welcome. Olympia, you were introduced first, or you are
first cn the list, so you may proceed with your testimony. We wel-
come all of you and we welcome particularly the efforts that you
all have put in on the House side starting 21/2 years ago as I recall
and coming back every year, and the help that you will be to us in
these 2 days of hearings.

STATEMENT OF HON. OLYMPIA J. SNOWE, U.S. REPRESENTATIVE,
STATE OF MAINE

Congresswoman SNOWE. Thank you, Mr. Chairman.
As the Republican cochair of the Congressional Caucus on

Women's Issues, I want to congratulate you on holding these hear-
ings this morning. Congresswoman Pat Schroeder will be here to
offer her views as well as Congresswoman Geraldine Ferraro.
Hopefully they will be here shortly.

You have provided, Mr. Chairman, this Congress with a unique
and critically important opportunity to examine both the economic
status of women and some of the important steps that need to be
taken to remedy these injustices.
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The Economic Equity Act of 1983 is a vitally needed, well-crafted
piece of legislation that will eliminate some of the primary inequi-
ties facing women in this country today. The provisions of the act
touch the lives of virtually every woman in this country through
badly needed reforms in the area of pension and tax policy, insur-
ance, dependent care and child support enforcement.

Women's role in society has dramatically changed over the last
25 years and in many instances women are penalized by laws
which fail to reflect these changes. So I believe the Economic
Equity Act will reform existing laws to more realistically address
where women are today. Women are married, they have children,
they have jobs. They are single heads of households who are strug-
glirg to make ends meet. In middle life they are trying to reenter
the work force as well as assuming the responsibility of taking care
of an older relative. They're older, living alone and relying solely
on a small social security benefit.

The Economic Equity Act consists, as you know, Mr. Chairman,
of five titles. Each addresses an area in which women face econom-
ic discrimination. The five areas addressed are: Tax and retirement
matters, dependent care, nondiscrimination in insurance, regula-
tory reform, and child support enforcement. My colleagues, Geral-
dine Ferraro and Barbara Kennelly, have introduced separate
pieces of legislation which deal with the provisions of child support
enforcement, spousal IRA's, and private pension matters, and they
will be addressing these issues in their own testimony.

I would like to take this moment to briefly highlight two sections
of the bill: Title I which concerns itself with displaced homemakers
and head of household tax status, and title II which concerns itself
with dependent care.

As you know, Mr. Chairman and members of the committee,
women who maintain families constitute an ever-increasing propor-
tion of poor Americans. We know that 1 out of 3 families headed by
a female lives in poverty compared to 1 out of 18 headed by a man.
We also know that female heads of households with children 18
years or younger increased by 82 percent between the years 1970
and 1980; 84 percent of heads of households in this country are
female. The Economic Equity Act will address this issue by provid-
ing a head of household zero bracket amount equal to the amount
given married couples who file jointly.

As you know, Mr. Chairman, the head of household zero bracket
amount is $2,300 compared to the married couple who files jointly
and receives an amount of $3,400. Yet head of households incur the
same financial obligation and expenses as the married couple. One
has to maintain a home and take care of dependents. Yet a head of
household averages half the income of a married income. In fact,
we know that a married couple averages maybe $20,000 of income
whereas a head of household averages around $10,000.

The Economic Equity Act will also provide a tax credit for more
than 4 million displaced homemakers in this country-individuals
who are trying to enter or reenter the work force after spending
long periods of time at home raising their families. Lack of recent
work experience as well as marketable skills have placed them at
an employment disadvantage. They do not have the necessary
skills to enter the labor force today. The Equity Act would simply
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expand the targeted jobs tax credit to include this category of
women so that the employers have an incentive to hire this group
of individuals.

Mr. Chairman, we also know that progress in guaranteeing fi-
nancial security to women will be limited unless we address the
issue of dependent care. Women bear a disproportionate share of
the responsibility in taking care of their dependents throughout
their lifetimes. Since 1976, the dependent care tax credit has
helped many working families meet the caregiving needs of their
dependents such as children, elderly relatives and disabled depend-
ents.

The Economic Equity Act in this case would expand the current
sliding scale in the law from 30 to 50 percent for those individuals
who earn $10,000 or less. We are trying to help families who are in
the greatest need of assistance. We also include a refundability pro-
vision. This provision was passed in the Senate in 1981, but was
omitted in the House and Senate conference. This provision is es-
sential because we're saying we're going to provide low-income
families with the same access to tax credits as families with high
incomes. We also think this is essential because low-income fami-
lies are probably in more need of this tax credit and the only way
they will have access is if it is refundable.

These provisions of the dependent care tax credit represent a
cost-effective way of assisting our most vulnerable Americans. Just
consider for a moment that an estimated 6 to 7 million children 13
years or younger, many preschoolers, go significant parts of each
day without care because their parents are working. We also know
that 46 percent of pre-school children have working mothers or
working parents. More than one in five women are Unemployed be-
cause they cannot make satisfactory day care arrangements. We
also know that one in eight women has been forced to retire be-
cause they have had to take care of somebody at home. One in ten
middle aged women between the ages of 45 and 65 have the respon-
sibility of taking care of an elderly relative. So the expansion of the
dependent care tax credit is absolutely essential because it will
help these families who not only are in greatest need, but will do it
without extracting a great toll, a heavy burden from members of
society who can least afford it.

Finally, Mr. Chairman, the drastic need for this legislation
cannot be overstated. It is certainly long overdue in my estimation.
However, the Economic Equity Act cannot supplant the need for a
constitutional guarantee to achieve full equality for women in this
country. We know that the two have to go hand in hand. The
causes of economic discrimination are numerous and complex and
can only be eliminated through a multifaceted approach as em-
bodied by the Economic Equity Act.

Finally, I would say that full achievement of economic security
for women cannot be guaranteed unless we also take strong actions
to insure pay equity and equal opportunity in the workplace. This
is also essential. And finally I might say the availability of afford-
able, quality day care is an absolute prerequisite to achieve eco-
nomic equity for women. I believe, in conclusion, that the Economic
Equity Act is a necessary step toward eliminating the barriers so
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that women can acquire full equality as well as the potential for
top advancement in society.

With that I thank you. Congresswoman Pat Schroeder, who is
the Democratic cochair, is here.

[The prepared statement of Congresswoman Snowe follows:]

STATEMENT BY CONGRESSWOMAN OLYMPIA SNOWE

Mr. Chairman, as the Republican Co-Chair of the Congressional Caucus on
Women's Issues, I, too, want to congratulate you on holding these hearings. You
have provided this Congress with a unique and critically important opportunity to
examine both the economic status of women and some of the important steps that
can be taken to remedy these injustices.

The Economic Equity Act of 1983 is a vitally needed and well-crafted package of
legislation that will eliminate some of the primary inequities facing women. The
provisions of the Act touch the lives of virtually every woman in this country
through badly needed reforms in the area of pensions, tax policy, insurance, depend-
ent care and child support enforcement.

Women's role in society has changed dramatically over the last 25 years, and in
many instances, women have been penalized by laws that fail to reflect these
changes. Passage of the Economic Equity Act will reform existing law to more real-
istically address women where they are today-married, with a job and children; as
single heads of households struggling to make ends meet; in mid-life, reentering the
workforce and perhaps caring for an elderly parent; or older and alone, living on
only a small Social Security benefits.

The Economic Equity Act contains five titles, each addressing an area in which
women face economic discrimination. The five areas addressed are: tax and retire-
ment matters, dependent care, non-discrimination in insurance, regulatory reform,
and child support enforcement. My colleagues, Geraldine Ferraro and Barbara Ken-
nelly, have introduced separately the provisions dealing with private pension
reform, spousal IRAs, and child support enforcement, and will discuss them specifi-
cally in their testimony. I would like to briefly highlight the provisions of Title I
that address displaced homemakers and head of household tax status, and Title II
dealing with dependent care..

Women who maintain families constitute an ever-increasing proportion of poor
Americans. Tragically, one in three families headed by a woman lives in poverty,
compared to one in 18 headed by a man. Moreover, the number of female heads of
household with children under 18 increased by 82 percent between 1970 and 1980.
The EEA will provide desperately needed assistance to these women, by allowing
single heads of household access to the same zero bracket amount on their Federal
income taxes as married couples filing jointly. Under current law, heads of house-
hold are entitled to a $2,300 zero bracket amount, while married couples are enti-
tled to $3,400. Heads of household incur the same kinds of expenses such as support-
ing a dependent and maintaining a house as married couples, yet average half the
income.

The EEA will also provide a tax credit for the over 4 million displaced homemak-
ers in this country who are faced with entering or reentering the labor force after
years at home with their families. Lack of recent work experience and marketable
skills place them at an extreme employment disadvantage. The Equity Act would
simply expand the Targeted Jobs Tax Cro .iit program to include this group.

Mr. Chairman, our progress in guaranteeing greater financial security to women
will be limited unless we also address the issue of dependent care. Women bear a
disproportionate share of the responsibility in caring for their dependents through-
out their lives. Since 1976, the dependent care tax credit has helped many working
families to better meet the caregiving needs of children and elderly and disabled
dependents.

The Economic Equity Act would expand the current sliding scale for the depend-
ent care tax credit to provide a more realistic level of support to working families in
greatest need of this assistance. This legislation would also make the credit refunda-
ble for those lower income families whose tax credits exceed their tax liabilities. The
Senate approved refundability for the tax credit in 1981, but it was dropped from
the bill in the House-Senate Conference.

These provisions of the dependent care tax credit represent a cost-effective way of
assisting our most vulnerable Americans. An estimated 6 to 7 million children 13
year old and under, including many preschoolers, may go without care for signifi-
cant parts of each day while parents work. More than one in every five women is
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unemployed because she is unable to make satisfactory child care arrangements.
One in ten middle-aged women between 45 and 65 has responsibility for an older
relative. Expansion of the dependent care tax credit will help families provide
better care for their loved ones, without extracting a heavy toll on the members of
our society least able to afford it.

Mr. Chairman, the drastic need for this legislation cannot be overstated. Passage
of the Economic Equity Act will not, however, supplant the need for a constitutional
guarantee of equality for women. Rather, the two go hand in hand. The causes of
economic discrimination against women are numerous and complex, and will be
eliminated only through a multi-faceted attack,

Women will not realize full measure of economic security until strong actions are
taken to insure pay equity and equal opportunity in the workplace. The availability
of affordable, quality day care remains a prerequisite to economic equality for
women, as well, Passage of the Economic Equity Act of 1983 is a necessary step in
the fight to eliminate all barriers to full equality for women.

Thank you.

25-711 0 - 83 - 2
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OLDER WOMEN: THE ECONOMICS OF AGING

(The Women's Studies Program and Policy Center at George Washington University
in conunction with the Women's Research and Education Institute of the Con-
gresswomen's Caucus)

FOREWORD

To meet a clear need for policy-oriented research on issues affecting
women, an alliance was formed in 1979 between the Women's Studies Program
and Policy Center (WSPPC) at George Washington University and the Women's
Research and Education Institute (WREI) of the Congresswomen's Caucus. The
economic status of older women was the subject identified by the members of
the Congresswomen's Caucus as one of major concern to them. The Rockefeller
Family Fund generously provided funds to support a year-lono research project
on this subject which was Initiated in early 1981).

This working paper is the result of the first phise of the project.
It is designed primarily for use by policymakers and other interested parties
to define the economic status of older women and to analyze the factors
affecting this status. Some public policy options that might be helpful in
meeting the needs of these women are also suggested. Other more specific
questions regarding public policies to assist older women will be examined in
the next phase of this project.

The location of the two sponsoring organizations in the nation's capital
provides exceptional opportunities to bring together policymakers with research-
ers and activists from the public and private sectors in order to examine major
policy issues regarding women. This capacity to incorporate the perspectives
of academic, governmental and nongovernmental specialists enhances the effective-
ness of each Indlvidual involved and provides a more comprehensive analysis of
policy questions than is possible under different circumstances.

Consequently, the goal throughout this project has been not only to
collect data by traditional methods, but also'to unite policymakers, researchers
and activists in the interest of developing social policy and to increase general
awareness of the special needs of aging women. To accomplish these objectives,
three different kinds of activities have taken place thus far this year.
(1) A policy forum on the topic, "Older Women and Public Policy" was held at
George Washington University in February. Guest lecturers were Myrna Lewis,
psychotherapist, and Dr. Robert Butler, director of the National Institute on
Aging. Over 200 representatives of governmental and nongovernmental organizations
concerned with the aging and women attended. (2) A day-long seminar in April
brought together 50 specialists from government, universities, and private organ-
izations who participated in a research coalition to consider economic issues
affecting older women and to develop policy options on their behalf. (See
Appendix for the program and list of participants.) (3) Data collection,
analysis and compilation was conducted by WSPPC graduate students.

Appreciation is hereby acknowledged to the following individuals, agencies
and organizations that have generously contributed to the development of thts
working paper.
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Section I

THE AGING PROFILE

INTRODUCTION

Older women in America have been largely invisible, the reality of their
lives obscured by myth and benign neglect. In order to examine the economic
status of this group, a definition of age and the dimensions of the older
population must be determined.

To establish the age at which people are considered old is challenninn.
It is well known that the biological changes signalling the onset of aginq vary
among individuals. Less well known is the fact that the social changes which
delineate growing older also vary. The traditional benchmark is 65 years, the
age at which most men retire from active participation in the labor force. In
contrast, women's lives follow a different pattern. They may withdraw from
the labor force in favor of home and family responsibilities, and then return
as their children mature and become independent. Widowhood or divorce often
affect abrupt change in their roles as wives and mothers at varying ages. Such
changes often propel women into the labor force at much later aqes than are
typical of men, a factor with long-range impact upon their retirement age.
Consequently, in this paper, we have sought flexibility in selecting an aqe for
defining older persons, relying on traditional statistical data based on ane 65,
while at the same time recognizing that women's life patterns may vary from
the traditional norm.

One of the most significant demographic changes in this century has occurred
among the aging. The older population in the United States is large and con-
tinues to grow rapidly. In 1900, persons 65 years and over constituted about
4 percent of the total population, while in 1978 they made up 11 percent of the
total. In 1978, there were 24.1 million people over 65 and by the year 2000, it
is conservatively estimated that there will be approximately 30.6 million older
Americans.

Within this expanding group, there are several variables that determine
behavior and need for assistance.

SEX

THE MAJORITY OF THOSE 65 AND OVER ARE WOMEN.

Women comprise 59 percent of persons 65 and over. Less than fifty years
ago, there were about as many older females as males but by 1978, for every 100
females there were only 69 males. In 1978, women 65 and older numbered 14.3
million, in contrast to men who numbered 9.8 million, a difference of 4.5
million. The sex differential in life expectancy at age 65 is widening and
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projections indicate that it will continue to do so. Women who reached age
65 in 1976 had an average of 18 years of life remaininq compared to 13.7 years
for men of the same age -- a difference of 4.3 years. (See Tables 1 and 2 in
Appendix.)

AGE

WOMEN OUTNUMBER MEN TWO TO ONE IN THE RAPIDLY EXPANDING POPULATION OVER 75.

With increasing life expectancy, the number of persons 75 and over is
rising most rapidly among the aging poDulation and women comprise 64 percent
of this group. In 1978, there were 9,120,000 people in this age group;
5,829,000 women and 3,290,000 men. The growth of the oldest segment of the
population is highly significant since this group is-more likely to experience
health and mobility impairment and to require the greatest need for health
care and other supportive services. (Table 2.)

Furthermore, the proportion of people in their early sixties who have
parents and older relatives still alive is also rapidly expanding. In 1960,
tnere were only 34 persons 80 and above for every 100 persons 60-64, while by
1970, there were 46. By the year 2000, th ratio will be at least 70 per
100, assuming no further medical advances. The growing number of "old-old"
(80+) people has particular implications for women. The majority of very old
people are not institutionalized but many who are frail need assistance to
maintain themselves in the community. The care of an aginq parent falls almost
exclusively on daughters and daughters-in-law since sons rarely assist with
those tasks that encourage independent living, such as cooking and shopping.
Consequently, more women in the 60-64 aqe group will become responsible for the
elderly, which may pose difficulties when added to their increasing employment
responsibilities and other problems associated with aqinq. If these women
are unable to provide assistance to older relatives, then alternative sources
of care must be provided for the growing numbers of "old-old" people who are
among the most vulnerable of the aqing.

RACE AND ETHNICITY

WOMEN PREDOMINATE AMONG RACIAL AND ETHNIC GROUPS OF ELDERLY.

Among the important variables that affect the well-being of the aging are
race and ethnicity. Within the aging population, these factors account for
marked differences in life expectancy, socioeconomic status and access to formal
and informal support systems. Recognition of this racial and cultural diversity
is essential for sound, comprehensive policymaking that will address the needs
of all the elderly.

While more but still limited data has become available recently on the
status of Black elderly and those of Spanish oriqin, little is available on
older Americans of European-ethnic origin. Furthermore, much of the data that
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is available on specific groups is not comparable across racial and ethnic
categories. It is anticipated that more comprehensive information on particu-
lar groups will become available following the 1980 Census.

Older women outnumber older men in most racial and ethnic groups, although
the proportions vary because of differences in life expectancy and migration
patterns. (See Tables 1 and 3.)

In 1978, of all women 65 and over, approximately 91 percent were White
women, 8 percent were Black women and 2 percent were women of Spanish origin.
Thirteen percent of all Whitewomen were 65 and older, while 8 percent of all
Black women and 5 percent of all women of Spanish origin were in this age qroup.

The number of elderly Black women has increased by 26 percent since 1970
in contrast to a 13 percent increase for White women. The relatively larger
increase among Black women is attributable to greater reductions in aqe-specific
mortality rates for Black women than for White women. Black women, however,
continue to have a lower life expectancy than White women.

Approximately one-third of foreign born American women were 65 and over
while 18 percent of those of foreign or mixed parentage were in this age group.
The corcentration of older people in the foreign born population is the result
of immigration policies in the past century. Following the curtailment of
immigration after World War I, this has become a diminishing group, now account-
ing for approximately 12 percent of all those 65 and over. These conclusions,
however, are based on 1970 Census data and do not reflect the new waves of
immigrants arriving in this country in recent years.

Race and ethnicity are important determinants of the residential patterns
of elderly people. While about one-third of all older persons live in central
cities and one-quarter live in rural areas, one-half of all Blacks 65 and over
live in the central city and one-quarter live in rural areas. Elderly of
Spanish origin are heavily concentrated in urban areas, wit one-half living in
central cities and only 14 percent residing in rural areas.

MARITAL STATUS

THE MAJORITY OF OLDER WOMEN ARE WIDOWS WHILE MOST OLDER MEN ARE MARRIED
AND LIVING WITH THEIR WIVES.

Contrary to the widely publicized view that most older people are married
and living in families, it is important to recognize that the proportions of
women and men in family situations differ significantly. There are several
reasons for this disparity. Because the mortality rate is much higher for men
than for women and because older men tend to marry younger women, more older
women than men are widowed in their later years. Also, although men generally
marry at.an older age than women, they usually die at a younger age. Therefore,
men spend a greater portion of their lives married than women do.
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Fifty-two percent of women 65 and over, and 69 percent of those 75 and
over had a deceased spouse in 1978 as opposed to 14 and 23 percent respectively
of men in the same age group. In contrast only 37 percent of the women 65 and
over were married with husbands present while 75 Dercent of the men in this
age group were married and living with spouses. (Table 4.)

The numerical dominance of women in the older age groups makes the
difference in marital status even more striking. In 1978, there were 8,414,000
unmarried (single, widowed, separated, and divorced) women 65 and over, of
whom 6,917,000 were widows. In contrast, there were 2,312,000 unmarried men
in this age group, of whom 1,300,000 were widowers.

Percent of Persons 65 Years and Over. by Marital Status
and Sex: March 1978
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Among Blacks, a smaller proportion of older women (27 percent)_were wives
compared to 36 percent of all older women and a smaller proportion of men (69
percent) were family members, compared to 82 percent of all older men. Black
women, however, were more likely to maintain families without a husband (21
percent) than were White women (8 percent). Among those women 75 and over, Black
women (78 percent) and women of Spanish origin (77 percent) were more likely to
be widows than were White women (68 percent).
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Widowhood is the marital status of the majority of older women and
is also long lasting. The average widow who does not remarry and dies a
natural death will have spent 18 1/2 years in thi: last portion of life. For
many women, this period as a woman alone following marriage is longer than
the period from entrance into first grade until marriage.

Une factor accounting for the higher proportion of widows than widowers
is the hi-gTer remarriage rates of widowers, who often marry women under 65.
Comparing the marriage rates of males 65 and over with those of females, the
annual marriage rate (per 1,000 persons) for females 65 and over was 2.4, while
for males, it was 16.7.6 These figures indicate that older men are seven times
more likely to remarry than women. The higher remarriaqe rate of widowers is
the result of social norms supporting marriage to younqer women and discouraging
the opposite, and the surplus of women in the marriage market.

Relatively few of today's elderly women are divorced or separated.
Despite rising divorce rates among younger aqe groups, current projections
indicate that many divor:ed persons marry again and most wives outlive their
husbands, hence it is likely that in the future, as today, most older women
will be widowed.

In r recent years, a new group with special needs has been identified --
the displaced homemakers. These are women generally over the age of 35 who
have remained at home to care for their families and lose their means of support
through the death of their husbands, separation or divorce. They are too young
to collect Social Security, have little work experience, do not qualify for un-
employment insurance, and are unable to collect under a husband's pension plan.
Estimating the number of these women is difficult since they have not been counted
by the Census or by federal programs. It is conservatively estimated that there
are between 3 and 4 million displaced homemakers./

LIVING ARRANGEMENTS

OLDER WOMEN ARE MORE LIKELY TO LIVE ALONE THAN OLDER MEN.

The living arrangements of the elderly are determined by several factors:
marital status, age, physical and financial resources.

It is commonly believed that most elderly live with other family members
but in the case of older women, this is not true. For example, among themost vulnerable of elderly women, those 75 and older, only 21 percent were wives
living with spouses and 20 percent lived with another family member. (Table 5.)

A clearly emerging trend :n recent years has been the tendency of older
persons to live alone. In fact, those 55 and older are more likely to live
alone than those in any other age group. Because of the predominance of widows,
however, older females of all races are more likely to live alone than the males
in their age group and the proportion of each sex living alone increases with
age. Almost half of the women 75 and older lived alone in 1978, compared to
21 percent of the men in this age group.
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Racial and ethnic variations occur in regard to living arrangements.
Older White and Black women are more likely to be heads of households or living
alone thar are women of Spanish origin. At the oldest ages, 49 percent of
White women 75 and older and 43 percent of Black women were in this category
in 1978 as compared to only 28 percent of women of Spanish origin. Half of the
women of Spanish origin in this age group were living with another family member
(not a spouse), more than double the proportions in the other non-Spanish groups.

Marital status has other implications for the living arrangements of the
elderly. Because husband and wife can help each other, it is more likely that
the married elderly can maintain themselves in their own homes better and longer,
even when both may have chronic infimities, than can the older women and men who
spend their later years alone. Consequently, the living arrangements of the
widow may be more complex and precarious than those of the married woman.

Furthermore, housing represents an important source of equity for older
people. Three out of four of the 15 million households maintained by people
over 65 are owner-occupied households and most have paid off their mortgages.
Here again marital status is significant. Approximately one-third (3,360,000)
of the elderly homeowners are women, primarily widows, who are living alone
or with nonrelatives while one-half (2,171,000) of those who rent homes or
apartments are women in similar circumstances. (Table 6.) As family needs
change, some older people, particularly older women who are living alone, might
choose to move to smaller, more efficient and less burdensome dwelling places
while others are compelled to do so by economic circumstances.

Additional differences between the living arrangements of married couples
and women who are living alone have been found. For homeowners, the housing
of elderly women living alone tends to be older and of lower market value than
of elderly couples.

Although an expenditure of 25 percent of annual income for housing is
generally considered reasonable, over two-thirds (69 percent) of the older women
alone who rented their homes paid 35 percent or more of their annual income for
housing, compared to 30 percent of the married couples. Among women 75 and older,
three out of four paid more than 35 percent of thefr cash income for housing.0

It is noteworthy that contrary to the popular assumption that large
numbers of the elderly live in institutions, in fact only 5 percent of the
population 65 and over do so. In 1976, 31 percent of those 65 and over in long-
tern care Institijtions were men: 68 percent were women. Thus, women outnumbered
men not only amorg the older population generally, but this is particularly so
among the population living in institutions where women outnumber men 2 to 1.
Of the institutionflized population, 65 percent are White women while those of
other races compri ;e only 3 percent. In contrast to earlier years when most
elderly were confined in mental institutions, almost all (96 percent) of those
elderly living in Institutions are in homes for the aged or nursing homes.
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INCOME

OLDER WOMEN HAVE CONSIDERABLY LOWER INCOMES THAN OLDER MEN.

The sources of income for people 65 and over include Social Security
benefits, pensions, earnings, savings and other assets, family contributions,
and government programs designed to supplement poverty level incomes. Social
Security is the major source of income for most older people. However, for
both married couples and those individuals who are unmarried, (single, widowed,
separated or divorced) the availability of supplemental resources is crucial
in determining whether or not they have adequate incomes.

Median Income

Total median income for people age 65 and over differs according to
several variables, including sex, race, marital status and age. In making such
comparisons, it is important to recognize the fact that older women, particularly
those who are widows, are the largest group numerically. (Tables 7, 8 and 9.)

* In 1977, the median income of females ($3,087) was lower than that
of males ($5,526).

* Black males had lower incomes ($3,463) than White males ($5,805)
with Black females receiving lower incomes ($2,385) than White
females ($3,186).

" The median income of married couples age 62 and over was $9,340
in contrast to the income of an unmarried woman living with
relatives ($3,128) or the unmarried woman living alone or with non-
relatives ($3,859).

* The income of the unmarried woman declines from $5,112 at age 62
to $3,641 at age 72 and older.

Social Security Income

Although Social Security was never intended as the primary source of income,
more people age 65 and older receive Social Security benefits than any other
type of income. Income from Social Security was received'by 90 percent of
couples, 88 percent of unmarried women and 87 percent of unmarried men.

Unmarried women are mor likely than eltfier--ouples or unmarried men to
have no income source other than Social Security. Sixty percent of these women
depend solely on Social Security while only 46 percent of the men do so!g
For everyone, however, the importance of Social Security cannot be overstated.

Besides being dependent only on Social Security to a qreater extent toan
men, the benefits received by women are lower. The average SocialSecurity income
for all aged women in 1978 was $2,537 compared to $3,390 for men.
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Table A

Percent of People Age 65 and Older Receiving Income From Major Sources, 1976 l/

Sources of Income
Coupl es

Total 65-72 73+
Unmarried Women Unmarried Men
Total 65-72 73+ Total 65-72 73+

Total Number
(in thousands) 6,799 4,073 2,726

Percent receiving:
Social Security ........ 90% 87% 95%

Pensions ...............
Private 21 ...........
Public 27 ............

Asset Income.............
Interest only ..........
Rents, dividends,
estates ...............

Earnings .................
Only husband employed..
Only wife employed .....
Both employed ..........

42
28
16

66

35

31

41
18
10
12

42
30
15

40
26
16

8,168 3,506 4,662 2,353 1,141 1,213

88% 88% 88% 87% 83% 91%

22
12
11

24
14
11

20
10
11

32
21
12

33
22
12

32
20
12

66 67 51 52 50 44 39 48
36 34 30 30 30 27 25 29

30

51
23
12
15

33 21 22 20 17 14 19

25
12
7
5

14 23 7 21 28 13

1/ Percents may not add to total due to independent rounding.

2/ Includes total families receiving this income; some families receive both
private and public pensions.

Source: U.S. Department of Health, Education and Welfare;
Social Security and the Changing Roles of Men and Women, February 1979

Sources of Income
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Tabl e B

Median Pension Amount for People Age 65 and Older: 1976

Median Median
Private Pension Public Pension

Men ................................ $2,060 $4,830

Married .......................... 2,150 4,920
Unmarried ........................ 1,830 4,250

Women .............................. 1,340 2,750

Married .......................... 1,310 2,960
Unmarried ........................ 1,350 2,660

Table C

Median Income from Major Income Sources of People Age 65 and Older: 1976

Unmarried Unmarried
Sources of Income Couple

Social Security ................... $4,090

Pensions:
Private ......................... 2,150
Public .......................... 4,990

Assets:
Interest Only ................... 590
Dividends, Rents, Estates ....... 2,230

Earnings .......................... 4,065

s Women Men

$2,380 $2,530

1,350
2,660

340

1,660

2,040

1,830
4,250

470

1,680

2,300
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Pension Income

Pension income is an important component of retirement income for aged
people. Those receiving pension income are generally better off financially
during retirement than those who do not receive such income. Although
pension income can be a significant source of retirement income, less than
half of the aged in every marital category receive such income. While 42
percent of the married couples receive pension income, 32 percent of the
unmarried men receive such income and only 22 percent of the unmarried women
do so.

Even when women do receive pensions, either through their own or through
spouse's entitlements, they get a lower dollar amount from both public and
private pensions: the median private pension amount for older men was $2,060
and for women was $1,340 while the median public pension amounts were $4,830
for men and $2,750 for women.

Asset Income

Asset income is also defined as a major source of income. In many cases,
asset income was from interest on savings accounts only, and the amount tended
to be small. Income from other forms of assets was less widely received.
The asset income from these sources tended to be higher than interest income
and higher for couples than for unmarried people.

Earnings

Earnings'are an important source of income for those who have them. Older
women are less likely to have earnings and their wage and salary income is
significantly less than that of men's. Unlike pension and asset income, receipt
of earnings declinui sharply with age. The average wage or salary income for
older women was $4,190 compared to $8,429 for men. Again, older unmarried women
made less than unmarried men ($2,040 and $2,300 respectively), and couples
earned still more ($4,065).

Poverty

In recent years, the economic status of the older population has improved,
due in large part to substantial increases in Social Security benefits since
1970. Since that time, the proportion of elderly people in poverty has declined
from 25 to 14 percent in 1977. Still this figure implies serious hardship for
a significant proportion of the aging.

Elderly males living with their wives or with other family members ex-
perienced the greatest decline in poverty during the 1970's. Slower rates of
decline or no decline at all were experienced by females, minorities and those
who live alone, groups that have been growing in size most rapidly and are
projected to continue increasing at rapid rates.
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The incidence of poverty varies significantly bev',een sex and race groups
and according to marital status. Women accounted for approximately 70 percent
of the agd people in poverty in 1977. For Black aged wom en and all aged un-
married women (often living alone), escape from poverty has been the most dif-
ficult. These groups continue to be disproportionately represented among those
aged people in poverty. While only 8 percent of the women 65 and older in
families (601,000) were below the poverty level, 28 percent of all women living
alone-or with nonrelatives in this age group (1,615,000) and 61 percent of Black
women in the same category (263,000) lived in poverty. The sha,-p contrast
between race and sex groups can be seen most easily when all olcer White men
are compared with all older Black women. Forty-one percent of Black women
lived in poverty, while only 8 percent of White men of this age group were poor.
(Table 10.)

Many analysts believe that the doll i amounts of the poverty thresholds are
unrealistically low. For example, the Bureau of the Census Poverty Guidelines
for those 65 and over (non-farm) in 1979 was $4,390 for couples, $3,520 for a
single male and $3,470 for a single female.

In addition, the Census Bureau regularly tabulates data using a variation
of the poverty index that is referred to as the "near-poverty" index which is
a set of thresholds set 25 percent-higher than the poverty level. Taking
into account the near-poverty threshold, the decreases of poor elderly are not
as great as they first appear. For example, a study based on such calculations
increased to almost 50 percent the proportion of older women living alone or
with nonrelatives who were poor. Only 14 percent of the women in fa Tlies and
42 percent of the unmarried men fell below the near-poverty measure.

SUMMARY

The majority of the elderly are women and this predominance in comparison
with men increases with age. Considering only their numerical dominance, the
needs of older women merit attention. In addition, there are significant differ-
ences between older women and men that indicate the need for special attention
to the particular situations in which so many older women live. Large numbers
of older women are widows and many live alone, in contrast to older men who are
generally married and living with their wives. While the numbers of women alone
may indicate a triumph of survivorship and autonomy, they also may denote dif-
ferent needs from those of men. In addition to the psychological problems of
being old and alone, advanced age may bring physical problems to older women
and they have fewer people to care for them. Due to the traditional place of
women in our national economic life, they tend to be poorer and have fewer other
financial resources with which to support themselves in their later years than
men do. Therefore, an analysis must be undertaken to determine the causes of
the economic deprivation experienced by so many older women since economic
security is essential to their well-being.
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Section II

FACTORS CONTRIBUTING TO THE LIMITED INCOMES OF OLDER WOMEN

Many factors contribute to the economic deprivation experienced by many

older women. They are discussed in the following sections.

SOCIALIZATION

Older women may experience particular difficulties as they grow older,
more so than men. Their lifelong socialization, encouraged by church, state,
school and family, for passive and dependent roles in marriage makes women
particularly vulnerable in old age when they may be alone. Traditionally their
role in marriage has been characterized by economic, social and psychological
dependency. Most women do not anticipate that they may spend years alone as
widows or that they may have to function independently. Their skills and ex-
perience with legal and financial matters, decision-making and employment may
be limited. In addition, the years they may have devoted to being wives,
mothers and homemakers, and the skills they have developed, are not given economic
value in this society. Unlike older men, many older women must confront the
economic realities of aging alone and are often ill-prepared by previous ex-
perience to do so.

ECONOMIC IMPACT OF MARITAL DISSOLUTION

The problems of income maintenance among survivors of deceased workers
or among divorced spouses affects primarily women, since they tend to live longer,
do not remarry as frequently and have traditionally been in roles of economic
dependency. For widows, the economic consequences may be as follows:

1. Income from the husband's employment, upon which the wife may be dependent,
is lost.

2. The financial resources of the couple may have been greatly diminished or
totally exhausted by the high costs of the husband's final illness and death.

3. The total average death benefits left by husbands to widows is only $12,000
which includes all income, from life insurance and Social Security to
veteran's pensions. Fifty-two percent of all widows will have used up all
available insurance benefits within 18 months and 25 percent have exhausted
this resource within two months. Twenty-five percent of widows never receive
all of their husband's benefi , usually because they lack information to
get access to these benefits.f"

4. Social Security and pension benefits may be inadequate or unavailable.
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For women who are divorced at midlife or later, there are also economic
consequences which may determine the quality of the remaining years of a
woman's life.

1. In the typical divorce, usually the individual with the highest and often
the only income leaves, and this is usually the husband.

2. Contrary to popular mythology, there are only a few wealthy divorcees. Only
4 percent of divorced women receive alimony. While 89 percent of single-
parent families are headed by yqthers, three-quarters of these women received
no child support from fathers. "a Consequently, many divorced women are
thrown upon their own resources not only to support themselves but their
children as well. Thus, they may be handicapped by limited employment op-
portunities, low wages, and the high costs of child rearing in building up
economic security for their later years.

3. Provisions for payment of Social Security and pension benefits to divorced
wives are limited.

4. Other benefits, such as health insurance, may be lost upon the termination
of a marriage. Older divorced women may have difficulty in securing alter-
native coverage before they are eligible for Medicare at age 65 and Medicare
coverage is not comprehensive.

5. Although judges in no-fault divorce cases now often assume that the woman
can find employment and support herself, the older a woman is and the longer
she has remained out of the paid labor force, the more difficult is her
search for satisfactory employment.

LIMITED EMPLOYMENT OPPORTUNITY

Labor Force Participation

In 1978, approximately 12 million mature women (45 year 4and older) and 19
million mature men were employed or were seeking employment.1 The labor force
participation rate of mature women has risen dramatically since 1950 which is
in marked contrast to the declining rate'of their male counterparts. (Table 11.)
The most striking and steady increases among older women workers have been in
the age groups from 50 to 59 years, an age at which many women are forced from
a life of economic dependency on marriage partners into financial self-support
for the first time in their lives. Mature women, ages 45 to 64, who are divorced,
separated or widowed are more likely to be working than are mature married
women. 5

Although mature women's work force participation has substantially increased,
mature women earn even less than younger women relative to the earnings of males
in their own age groups. While White men's earnings potential increases with
age, women's earnings potential stagnates and even declines in later years. The
wage gap between women and men broadens with age until age 55, after which women
recover minimally. (Table 12.)

25-711 0 - 83 - 3
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Occupational segregation, the combined impact of ageism and sexism, and
late or forced entry and re-entry into the labor force, contribute in varying
degrees to depress the earnings of older women.* Moreover, mature minority
women workers suffer racial and ethnic discrimination. The labor force partici-
pation rates of mature Black women are higher than those of mature White women
yet, Black women's historically higher labor force attachment has brought them
the lowest average wages of any group. (Tables 13 and D.)

Occupation

The rising labor force participation rate of women is, to a considerable
degree, a function of increased demand for labor from those service occupations
and industries historically associated with "women's work." The occupational
distribution of mature White women is similar to that of younger White women
who are over-represented among clerical workers and concentrated in low-paying
occupations and lower status Jobs even within higher paying occupation groups.

There are significant changes occurring in Black female occupational
placement. Young Black women are much more likely to be in clerical and office
work, while older Black women are domestic workers. Whether or not this shift
will substantially reduce Black female and male income differences as this
group grows older remains to be seen. (Table 14.)

Earnings

In 1970, women age 65 and older who worked year-round full-time had median
earnings which were 72 percent of male year-round full-time workers. In 1977,
their incomes fell to 57 percent of men's earnings. Male workers 65 and over
had a median income for year-round full-time work of $10,540 in 1970 which
rose to $13,815 in 1977; their female counterparts had median earnings of $7,622
in 1970 and $7,838 in 1977. Year-round full-time earnings for males age 55 to
64 went from $14,156 in 1970 to $15,669 in 1977; females of similar age earned
$8,533 in 1970 and $8,846 in 1977. (Table 12.)

The widest differential between male and female workers was in the age
group 45 to 54, ages at which men's earnings peaked ($17,029 in 1977), and
women increased their participation at entry and re-entry levels. Women's
incomes peaked ($9,543 in 1977) at a much earlier age -- 25 to 34 -- which
reflects women's dead-end careers and lack of labor force mobility.

Low earnings among mature minority women are considerably more prevalent
than among White women. Median year-round full-time earnings, cross classified
by race, sex, and adequate age breakdowns are not available. However, the fol-
lowing Table of the usual weekly earnings of full-time wage and salary workers
shows mature Black women to be the lowest wage earners.
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Table D

1979 Annual Average
Usual Weekly Earnings of Employed Full-Time Wage and Salary Workers

Age Black Women Black Men White Women White Men

45-54 $179 $255 $197 $353

55-64 $165 $228 $194. $327

65+ $143 $175 $170 $234

Source: U.S. Department of Labor, Bureau of Labor Statistics, Unpublished
Tabulations from the 1979 Current PQpulation Survey.

Full-Time and Part-Time Work

In the 1950 Census of Population, there were more male than female part-
time workers, (3.9 million males vs. 3.0 females), but in the 1960 and 1970
censuses, there were more women than men working part-time (8.9 million women
vs. 7.2 million males in 1970). In 1978, 10.0 million women were employed
part-time or looking for qrt-time work. Women over age 54 are a disproportion-
ate number of this group. This is attributed to their discouragement in finding
opportunitJos in the full-time workforce rather than as a preference for part-
time work.

Unemployment

Compared to older men, older women experience longer durations of jobless-
ness; have shorter job tenure and higher representation among the unemployed;
have a greater propensity to discouragement and withdrawal from the labor force,
once unemployed; and run a greater risk of being "too old" for adequate unemploy-
ment insurance due f fewer years of accumulated work experience relative to
men of similar age.

Older Black women experience the highest rate of unemployment of all older
age groups. In 1978, the unemployment rate for Black women 55 years and older
was 6.2 percent compared to 3.0 percent for White women,1 .3 percent for Black
males and 2.4 percent for White males of comparable age.

Education

In 1978, the percentages of persons 65 years and older who had high school
educations or more were as follows: 41 percent of White women; 39 percent 26
White males; 16.5 percent of Black males; and 16 percent of Black females.
Labor force attachment of middle-aged women is positively associated with
educational attainment. Among White women aged 45 to 54 who did not graduate
from high school only 45 percent were in the workforce, while 59 percent of
those with diplomas were workers. Forty-eight percent of the 45 to 54 year
old female minority non-graduates were in the labor force, but 67 percent of
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the high school minority graduates were in the labor force. 21  Older Black
women have considerably lower levels of educational attainment than their
White counterparts and yg~nqer Black women; their median educational level
is eighth grade or less.

For many years, the relatively limited educational attainment of older
workers played an important role in explaining labor force withdrawal. However,
the education gap between older and younger workers has narrowed in recent years.
In 1966, 40 percent of workers aged 55 to 64 and 70 percent of workers aged 25
to 34 had high school educations compared to 60 cent of workers aged 55 to
64 and 85 percent of the younger workers in 1976.'°

Sexi sm/Agei sm

The socioeconomic profile of today's older woman is the result of dis-
criminations over a lifetime: what was not done to provide equity for women in
their young and middle years.

Older women are victims of a particular synthesis of sexist and aqeist
prejudice in the labor market. They often find employers unwilling to credit
previous work experience and activities while out of the workforce. Consequently,
with outmoded job skills, little or no recent work experience, inadequate
counseling, and a lack of knowledge of job opportunities, they frequently settle
for low-skilled and low-paying jobs which require little or no specialized train-
itig and afford limited opportunity for upward mobility.

Contrary to popular views, research findings indicate that there is little
change in primary learning ability as age increases and the "alleged disinterest"
of older workers in training programs has not been substantiated. Regarding job
performance and productivity, government sponsored research results show no
consistent pattern of superior performance or productivity in any age group.
Greater variation exists within each age group than between age groups. Differ-
ences in performance and capacity a q less a function of age than intelligence,
interests, needs, and career goals."

The Age Discrimination in Employment Act of 1967 (ADEA) prohibits dis-
crimination on the basis of age against any person between the ages of 40 and 70
in hiring, firing, compensation, or other conditions of employment. The law
applies to all public employers, private employers of 20 or more employees,
employment agencies serving covered employees, and labor unions of more than
25 members. It does not cover situations in which age is a bona fide occupational
qualification (such as modelgg "junior miss" fashions), nor does it affect
bona fide seniority systems. The bona fide occupational qualification (BFOQ)
is controversial but its potential for discrimination has been restricted as
the courts have continued to define it very narrowly. Victims, however, have
not been sensitized to recognize and reject invalid justifications of the BFOQ
for what they are -- age discrimination. Youth ,riented requirements for many
jobs seldom have any relevance to job skills. Unwarranted assumptions of
reduced- "trainability" and productivity are often used to exclude the older
worker from jobs for which training is required.
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Most of the cases filed by the Equal Employment Opportunity Commission
(EEOC) which now has the responsibility for administering ADEA, have been
individual cases concerned with the mandatory retirement of middle-aged
White males who comprise the greater percentage of the workforce protected by
the Act and who are more likely to be aware of their rights and have the resources
to seek redress of grievances. ADEA does not provide for the payment of leqal
fees. This discourages initiation of legal action by older female employees
with lower incomes. To date, no public cases focused upon female age discrim-
ination have been filed or initiated.

In her statement before the Senate Special Committee on Aging, May 7, 1980,
EEOC Commissioner Ethel Bent vialsh emphasized the need for expansion of the ADEA
focus to include women and minorities. "It is imperative," she said, "that...
the ADEA focus be expanded to embrace minorities and women. These groups are
jeopardized at both ends of the employment cycle. Too often they were late
entries onto the employment rolls, only to face further barriers to training
and promotion because of age. Women's groups must recognize that age dis-
crimination in employment is a woman's problem; civil rights groups must recog-
nize that age discrimination is a minority problem. Too often minorities...
don't retire. They can't afford to. For minorities and women, the economic
answer is continued employment opportunity during later years."

Public consciousness of the specific aspects of female age discrimination
is the essential first step. Discrimination against older women workers must
not be subsumed under the general issues of sex discrimination; the entwinement
of ageism, sexism and racism is insidiously unique.

LIMITED INCOME FROM PUBLIC PROGRAMS AND PRIVATE PENSIONS

A major portion of income to support retired workers and their dependents
and survivors comes from public programs and private pensions. In recent
years, concerns h&ve been raised over the treatment of women by income main-
tenance programs which provide retirement income. Various criticisms have been
raised in relation to the programs, to the effect that benefits available to
women are inadequate in many cases and that inequitable treatment is accorded
to some classes of women. For example, as has been demonstrated earlier in
this paper, the poverty rate for elderly women is higher than it is for elderly
men and the average monthly benefits received by women are substantially lower
than the average amount received by men. The following Oiscussion will highlight
the special impact that-Social Security, private pensions and selected public
pensions have on women.40

Social Security

In the 1930's, when the Social Security program was enacted, the typical
American family was viewed as consisting of a man who was a full-time worker
and his wife who was a lifelong unpaid homemaker. This perception underlies
the provision of primary benefits for workers and supplementary benefits for
their dependent spouses.
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Since the 1930's, significant changes have occurred in the patterns of work
and family relationships. There has been a substantial increase in the labor
force participation rate of women. There has been a continuing drop in the
birth rate, which is associated with more women being in the work force. "There
have also been substantial increases in divorce and remarriage rates. These
changes have brought into question the assumptions about income earninqs-
dependence on which the Social Security program was based.

Women who marry may no longer be lifelong dependents of the same husband
or of any husband. Women may no longer remain homemakers for most of their
adult lives. Under the current program, a woman can receive benefits as a
covered worker in her own right or as a dependent wife, widow or ex-wife of a
covered worker, but she cannot receive both benefits in full. If she is entitled
to both a worker's benefit and a dependent spouse's benefit, she receives only
the higher of the two benefits and loses the other. The two principles most
important in reform are those of adequacy and of equity.

A. Issues Related to Adequacy

One area of concern arises from gaps and inadequacies in the protection
provided for homemakers as dependent spouses. There has been growing recognition
that marriage is an interdependent partnership in which each spouse makes a
contribution that has an economic value. Spouses who are not employed perform
child care and other homemaking tasks of necessary importance to the family and
to the community. These functions may preclude or reduce participation in the
labor force and prevent such persons from obtaining primary protection as
workers. Dependent's benefits are based on a proportion of the worker's benefit
and only payable under certain conditions, e.g. widows can only receive.benefits
at age 62 or later. Thus, homemakers may have inadequate income protection
under Social Security. Since most issues of adequacy derive fron. the Social
Security system's assumptions about dependent homemakers and grew out of its
treatment of disappointed dependents, the categories of women affected can be
divided by marital status.

* Married Women: To be insured for Social Security disability benefits, a person
needs 5 years of covered employment out of the 10 years preceding onset of dis-
ability. People who leave the paid labor force for 5 years or more lose disability
protection even though they have spent most of their lives in paid jobs. Also,
once the protection is lost, up to 5 years of covered work are required to regain
protection. Since many married women leave paid employment for 5 years or more
to meet family responsibilities, they are more likely than men to be adversely
affected by the recent work requirement for eligibility.

Homemakers who become disabled cannot get Social Security disability
benefits even though the loss of their homemaking and child care services may
be costly for the family to replace and ther6 may be additional expenses related
to their disability. The situation is probably most acute in the case of
separated and divorced homemakers since they are usually not supported by their
husbands or former husbands. In some cases, these women become disabled before
having the opportunity to get a covered job (or to work long enough to be insured
for benefits) after the separation or divorce occurred and may not be eligible
for benefits under the Supplemental Security Income program.
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In a number of ways, the Social Security system does not cover someone
who has been solely a homemaker or both an unpaid homemaker and a paid worker
as well as it covers the person who has held only paid employment. Retirement
benefits are based on average earnings over a lifetime, at the current time
over a 23 year period and after 1991, over a 35 year period. This long averaging
period results in lower average earninqs for women than for men because married
women typically spend time out of the workforce in homemaking and child care
activities. Since only the 5 lowest years are eliminated, every additional year
of zero earnings reduces average earnings.

* Widows: The effect of the dependency assumption underlyinq Social Security
is especially acute with regard to widows and widowers because older widows
depend primarily on Social Security for support and there are so many more of
them than older widowers. Also, this is the aae group least affected by
changing patterns of female employment and therefore the one most likely to
have been women dependent solely on benefits accorded full-time homemakers.

A widow's benefit is related to the standard of living that existed at
the time of her husband's death, rather than the standard of living at the
time she came on the benefit rolls. Widows are more likely to receive benefits
based on outdated earnings, if they reach age 60 from 5 to 10 years after their
husbands died. Their benefits are based on his earnins indexed up to the
year of his death. These benefits may be worth substantially less by the time
the widow is eligible to receive them.

The issue of benefits for widows will affect younger women also, assuming
that they continue to have lower average earnings than their husbands and,
therefore, choose his survivor's benefits instead of their own lower entitlement.

Widows under age 60 who are not disabled and who do not have entitled
children under age 18 (or disabled) in their care cannot receive Social Security
benefits. Protection has not been provided for this group on the basis that
such women can be expected to work and support themselves. However, lifelong
homemakers or women who have been out of the labor force for many years who
are widowed in late middle age find it difficult to secure a job, and such
jobs are apt to be low paying.

Disabled widows and widowers cannot receive dependent's benefits unless
they are age 50 or older, and their benefits are reduced to 50 percent of the
deceased worker's benefit at age 50 and to 71.5 percent at age 60. The average
monthly benefit paid to disabled widows was $166 in June, 1978.

* Divorced Women: Divorced women of an older generation face problems similar
to older widows: disappointed expectations about being recompensed for work
at home and lack of experience in the labor market. There are several problems
for women in this situation.

The divorced spouse's benefit of 50 percent of the former husband's benefit
may be inadequate for a person living alone since the spouse's benefit was
intended as a supplement for a married couple,
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A divorced homemaker cannot receive a divorced spouse's benefits until
the divorced husband reaches aqe 62 and retires. If he elects to continue
working, she is ineligible for benefits until he retires.

The younger woman can likewise face difficulties. A divorced person has
no Social Security protection based on the marriage if it lasted less than 10
years, even though it is during the first 10 years of marriage that she is most
likely to leave the paid labor force to raise children. A divorced woman's
Social Security benefit as a worker may be low because of time spent out of the
paid labor force during marriage.

B. Issues Related to Equity

Concerns regarding equity are highliqhted by the rapid increase in the
number and proportion of married women who work in paid employment. The present
system of dependent spouse's benefits worked fairly when one spouse was a life-
long homemaker and the other a lifelonq paid worker -- a situation which is
much less typical today than in the 1930's.

The major equity issue revolves around the relative worth of benefits
given to a dependent spouse receiving benefits through a paid worker and the
benefits awarded to spouses who have themselves earned benefits. The system
clearly favors women who have remained at home and couples who have earned an
income from the husband's work alone rather than two earners earning the income.

The Social Security protection a woman earns as a worker duplicates the
protection she already has as a spouse. The protection she receives based on
the years she was a paid worker cannot be added to the protection based on the
years she was an unpaid homemaker. As a result, an employed woman may qet no,
or only slightly higher, benefits than she would have received as a dependent
who had never worked. The money she personally pays into the system as a result
of her own employment is not returned to her in benefits.

Furthermore, the treatment of two-earner couples compared to one-earner
couples is viewed as unfair. This issue arises due to the payment-of depend-
ent's benefits to spouses who never worked in covered jobs or worked and had very
low earnings. Because of the manner in which average monthly earnings are
indexed, it is possible for the two-earner couple to receive lower total benefits
than the one-earner couple with similar earnings since the spouse's benefits
are not generally payable to the two-earner couple. Likewise, the larger the
proportion of the couple's earnings that was earned by one spouse, the higher
the benefit for the aged survivor. As in the case for couples, the survivor of
a two-earner couple generally gets a lower benefit than the survivor of a one-
earner couple with similar earnings.

In addition, the system favors couples with a dependent spouse over single
workers. The Social Security system provides greater protection for married
couples where one spouse is not a paid worker, or is low paid, than for single
workers, although all workers'pay Social Security taxes at the same rate.
Because of the spouse's benefit, a one-earner couple gets benefits that are one
and a half times the benefit of a single worker, all other things being equal.
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Another equity issue pertains to the two categories of dependent spouses:
those who are divorced and those who are widowed. Despite the recent change
in the law lowering the number of years divorced wives or widows have to be
married to their former spouses (from 20 to 10 years) in order to receive
benefits, it is still the case that a woman need only be married for one year
and sometimes less to receive a survivor's benefit based on her husband's record;
yet a marriage which lasted nine years is of insufficient duration to allow
for the payment of a spouse's benefit to a divorced spouse.

Private Pensions

Despite the enactment of the Employee Retirement Security Act of 1974
(ERISA), a significant number of private pension issues remain which affect
the retirement income security of women. Although ERISA sets standards that
private pension plans must meet, it does not require employers to provide
pension plans for their employees. In fact, less than half of the private
sector work force is presently covered by an emplover- spoce nue --Fpension plan.
However, it afre'cts-woen daisproportionately. A recent study revealed that
49 percent of men, but only 21 percent of women employed in the private sector
were covered oby dper -ion l'-P1"ari-Fieir longest job.

The pri-vate pension plans, unlike the Social Security system, were formu-(lated solely on the assumtion of equity t WorkJers. They do not reflect
concern- o TOtal family income and ignore whether or not the employee has a
dependent spouse or a spouse with an interrupted work history and earnings
lower than her husband. The major problems concerninq pensions result, there-
fore, from the fact that women are not equal with men as workers and consequently,
receive lower benefits as workers.

A. Issues for Women as Employees

* Participation, Vesting and Portability Requirements: ERISA does not require
plans to accrue benefits for employees who have worked less than 1000 hours
during the year, although a high proportion of women workers work Dart-time
or part-year. Also, ERISA does not require that employees be covered under a
pension plan from the date they are hired. An employee may be excluded from
participating in a pension plan until she or he is at least 25 years old and
has at least one year of service. Yet women in the 20-24 age bracket have the
highest labor force participation rate among women - 68.3 percent in 1978 and
projected to increase to .8 percent by 1985. If women are not allowed to
participate in the pension plan during these years, they would not be earning
or accruing pension credits. Inasmuch as many women work while they are in
their early twenties, and then go on a part-time schedule, or leave the labor
force to raise a family, the years before age 25 are important, as are periods
of temporary or part-time work later in life.

ERISA sets minimum years of service that an individual may be required
to participate in a pension plan in order to acquire 0 "vested" riqht to a
pension. Being covered by a pension plan is no guarantee in itself that the
participant will actually receive a pension benefit at retirement. The ERISA
vesting provisions permit 10 years of service before any vesting is required,
or, if a graded formula is used, 15 years of full service before vestinq is
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required. However, due to the nature of their labor force participation,
most women often do not work long enough to acquire a vested interest in their
employer's pension plan. Furthermore, while pre-participatory service after
age 21 must be taken into account to determine the vested status of the employee,
all earlier years of service may be disregarded.

ERISA does not require service with different employers to be combined
for purposes of accruing benefits unless the plan is jointly maintained by both
employers. This means that a person who never holds a job long enough to vest
may never receive any payments from a pension plan. This could happen even to
a person who has worked continuously all his or her life.

* Effect of Pension Plan Integration: Women can be more adversely affected than
men under pension plans integrated with Social Security. Since Social Security
benefits are "weighted" in favor of the lower paid, private plans are permitted
under the Internal Revenue Code to "counterweight" their benefits in favor of
the higher paid. While based on the idea of coordination between the private
and public retirement systems, the practical effect of pension plan Intearation
may be to partially or totally deny private pension benefits to workers whose
earnings do not exceed the Social Security waqe base (currently $22,qOO).
While the number of women covered under integrated pension plans is not known,
it is estimated that about 60 percent of all plans in existence in 1974 covering
an estimated 25-30 percent of all plan participants were integrated. Since
women's salaries are on the average 60 percent of men's, they would more likely
be "integrated out" of the pension plan or receive substantially lower total
benefits under the private pension plan than men.

* Benefit Accruals: A certain amount of "backloading" is permissible under
ERISA. "Backloading" Is the earning of relatively small amounts or percentages
of benefits in earlier years of employment and higher amounts or percentages in
later years of employment. Under one rule, a plan can have a pension benefit
accrual rate that is up to one-third higher in later years than in earlier years.
Again, due to the nature of women's employment patterns, they may be adversely
affected compared to men under plans allowing backloading, since women generally
have fewer years' service and would accrue smaller benefits during the earlier
years.

* Breaks in Service: Years of service before a "break in service" may be dis-
regarded and all benefits attributable thereto may be forfeited unless already
vested, if the break in service equals or exceeds the number of years of service
prior to the break. Break in service rules are not particularly advantageous
to women of child bearing age. It is argued that the rule of parity can cause
a woman who has a child and stays home until the child is in school full day to
lose all pre-break service. This is compounded by the fact that the plan only
has to count service after age 21 for purposes of the rule of parity.

B. Issues for Women as Wives and Dependents

* Joint and Survivor Benefits: An important pension plan provision for married
women, particularly non-working wives of husbands who are covered by a pension
plan, is a joint and survivor annuity. Under ERISA, a pension plan which provides
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for the payment of benefits in the form of an annuity must prvide a joint
and survivor annuity at normal retirement age unless the participant elects
in writing not to take the survivor's benefit. An issue of concern in relation
to women is the fact that ERISA does not require the consent of the participant's
spouse to waive the joint and survivor's benefit. Since the annuity will be
reduced if a surviving spouse benefit is elected, some married participants
waive the survivor's benefit. Furthermore, if the plan does not provide benefits
before the normal retirement age (usually 65), ERISA does not require the plan
to provide a survivor annuity if the participant dies before reaching normal
retirement age, even if the participant is vested.

C. Issues Due to Gender Differences in Longevity

* Sex-Based Actuarial Tables: Many private pension plans utilize sex-based
actuarial tables since women as a group have greater life expectancy than men.
As a result, women are sometimes required to contribute more to their pension
in order to receive the same benefits as similarly situated men or to receive
lower benefits. However, recent court decisions are prohibiting different
benefits or contributions based on such tables.

Public Pensions

In recent years, a number of issues have been raised in relation to the
impact of certain public pension systems on women. The vast majority of
Federal employees (roughly 97 percent) are covered by one of two retirement
programs: the Civil Service Retirement (CSR) system or the Uniformed Services
Retirement (USR) system. This brief discussion centers upon issues relating
to the Civil Service Retirement system. The major issues related to the USR
system are similar to those of the CSR system.

A. CSR Coverage of Women as Workers

The CSR program, which covers about 2.7 million Federal civilian employees,
does not distinguish between male and female workers. The law speaks only of
"employees" and therefore makes no overt distinctions based on sex. Thus, male
and female workers with the same length of Federal service and the same earnings
history will receive exactly the same amount in benefits and will be treated
identically in all other respects.

In spite of the equality of treatment between individual workers, differences
between male and female worker's benefits occur because of their differential
employment patterns. The major difference between male workers as a group and
female workers as a group is that women tend to have lower earnings and shorter
attachment to the Federal workforce than men. Given the differences in the
earnings and labor force attachment patterns of male workers and female workers,
some of the following issues arise for women.

* Vesting Requirement: The testing requirement in the CSR system is 5 years.
Even though the vesting period for civil servants is lower than it is for those
covered by private pensions, women as a group are more likely never to acquire
a vested right to a CSR annuity since a disproportionate number of female workers
leave government service before serving 5 years.
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* Benefit Formula: The CSR benefit computation formula favors long term
employment with later years of tenure weighing more heavily than earlier years
in calculating benefit amount. "his "backloading" makes a significant differ-
ence in benefit amount. This "weighing" in the CSR benefit formula tends to
be disadvantageous to women as a group since they generally work for fewer
years than men and do not therefore have their benefit computed under the
higher "backloaded" rates as often as men do. As of 1973, for example, the
average length of Federal service for women was 11.1 years as compared to 16.7
years for men. In addition, because the CSR benefit computation formula is
based on a percentage of the worker's salary, Federal women as a group receive
smaller retirement benefits because their salaries are generally lower than
those paid to Federal men. For example, in 1976 women represented 72.1 percent
of Federal white collar employees who worked in jobs classified at GS-l ($5,800)
through GS-6 ($13,500). In 1975, the average grade for women in the Federal
white collar work force was 5.73 compared to 9.78 for men.

-B. CSR Coverage of Women as Wives and Dependents

* Election of Survivor Benefits: The CSR Act provides that a married Federal
annuitant who desires survivor protection for his spouse must pay for such
protection by accepting a smaller annuity than would otherwise be payable to him.
The worker has complete authority over whether or not a survivor benefit will
be payable to his spouse. She is neither involved legally in the worker's
decision nor informed of that decision by the Office of Personnel Management.

* Termination of Survivor Benefits on Account of Remarriage: Survivor benefits

under the CSR Act are terminated if the widow remarries prior to age 60. Some
argue that this provision has the effect of limiting an individual's choice as
to whether she should remarry by attaching a possible financial penalty to such
remarriage. Widows who choose to remarry before age 60 may find that their loss
of benefits will result in financial hardship for themselves and their new
spouses.

The CSR Act does not provide benefits for dependent divorced spouses or
for surviving divorced spouses. Thus, regardless of the number of years which
an individual ha been married to a Federal employee, divorce will leave the
individual without any CSR retirement income while the worker is still living
and will cut off her right to survivor benefits if the worker dies before her.
The lack of benefits for dependent spouses and surviving divorced spouses has
a particularly negative impact on women who have been homemakers all or most of
their life.

* Benefits for Dependents and.Survivors: Federal employees who-are covered under
a Federal retirement plan are specifically excluded from coverage under the
Social Security program. However, the Social Security system, unlike the CSR
system is a social insurance program that is family-oriented. As a result,
many types of benefits that are available under Social Security are not avail-
able under the CSR program. For example, the Social Security program pays
benefits to the dependents of disabled or retired workers, such as their spouses,
children, dependent parents, and dependent grandchildren, and to certain former
spouses from whom they are divorced. The CSR program, on the other hand, does
not provide any of these benefits. lhe lack of Social Security protection for
Federal workers may -result in greater hardship for the dependents of such workers
than for the workers themselves. This is because the CSR program provides
generous benefits for the individual worker, but no benefits for their dependents
or for their former spouses. Because a far greater number of dependent and
former spouses of Federal employees are women, this lack of protection impacts
on them to a more significant degree than it does on men.
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Section III

POLICY OPTIONS FOR OLDER WOMEN

Policynmakers have already made a major commitment to the elderly
throughFederal policy. In programmatic terms 134 Federal programs benefiting
the aging under the jurisdiction of 49 congressional committees and subcom-
mittees have been identified. In addition, there are other programs initiated
by state and local governments, as well as by private institutions. In
budgetary terms, it has been estimated that total expenditures for the aging
and their survivors now cop titute 25 percent of the Federal budget and future
increases are anticipated. 1

The demographic data in this paper demonstrate a significant. change in
tha aging population: the number of older people is increasing rapidly, the
greatest increase is among the oldest of the old, and the majority of the elderly
are women.

The data also reveal significant differences between older women and men
in marital status, living arrangements and economic status. While the Federal
government has achieved considerable success in providing economic security
for the aging, a disproportionate number of older women remain close to the
poverty level. Many of these women are widows who live alone.

By every economic measure, women are more deprived in their later years
than are men. This is a most significant fact when the numerical importance of
unmarried women 65 and over and the predominance of women at the oldest ages
are taken into account. The limited economic security experienced in old aqe
by such women is the result of their longer life expectancy, the lifetime

- impact of limited employment opportunity, society's assumption of women's
economic dependency, and the bias against women both as workers and as dependents
that is imbedded in public and private pension systems.

Furthermore, while all those living on fixed incomes have been affected
adversely by the high inflation rate of the 1970's, the poorest and the oldest,
both groups in which women predominate, have been most severly affected. The
costs of necessities, such as food, housing and health care have exceeded the
general rate of cost increases and consequently, consume growing portio of
the incomes of those elderly with the least resources'-- elderly women.2O

In response to demographic changes-and rising economic pressures, older
women are rapidly emerging as a significant group politically. A higher
proportion of older people tend to register and vote than do younger people but
because of the numerical dominance of women among the elderly, there are more
women voters in this group. In the 1978 congressional election, almost 7
million women 65 and over voted, casting one million more votes than did men
of the same age. Furthermore, older people are becoming more highly organized
than formerly. Established organizations, such as the National Association of
Retired Persons and the National Council of Senior Citizens, report expanding
memberships which are predominantly female. They also note an increasing
intensity of activism related to retirement income issues. As this paper goes
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to press, two new national advocacy organization's specifically for older women,
the Older Women's League and the National Action Forum for Older Women, are in
the process of formation to press for social and legislative reforms of benefit
to older women. As a result, older women can be no longer easily dismissed or
neglected because they comprise a large, well-organized constituency and are
becoming a potent political force.

To address the needs of older women, changes in public policy can be
made in programs that serve those who are presently among the elderly. Changes
must also be made in policies affecting women at earlier life stages in order
to adequately meet the needs of future cohorts of the aged. The policy options
that follow present only a few and very general suggestions for study and
action. More specific policy options will be developed at a later date.

1. TO DEVELOP COMPREHENSIVE DATA

* Older women, as a group, have been typically subsumed under the general
category of "women" without regard to age or under the category of"elderly" without regard to sex. The invisibility of older women in
current statistical descriptions results from the use of broad age cat-
egories (e.g. 25 to 64 years, 65 and over, and 35 and over) and the un-
availability of comparable gender-based data across age, marital status,
living arrangements, income, race and ethnicity classifications. These
factors, interacting with each other, have important implications for the
economic status of the aging and consequently for sound Viblic policy.
While the data available oi older people is improving in both quantity and
quality, development of even more extensive data that takes factors-into
account reflecting the heterogeneity of the aging population is strongly
recommended.

2. TO PROMOTE PUBLIC AWARENESS

Effective public policy must be based on public awareness of the facts
and the development of consensus. Broad-based discussion is necessary
to dispel myths and to examine carefully the actual economic status of
the aging population. The public particularly needs to understand the
functioning of present income maintenance systems and the impact of
proposed changes on those of different sexes, ages, races, ethnic groups,
and marital status. For maximum effectiveness, such discussion should
cut across traditional socioeconomic barriers to include policymakers,
the aging, women, and younger people. Women's organizations are one of
the most appropriate agents to spearhead such oublic dialogue in order
to build an informed constituency for action. Continuing involvement in
education and action programs, particularly of the aginq and women, is
vital since their interests converge and joint advocacy will benefit
both groups.

3. TO INSURE INCOME ADEQUACY

- Since widowhood and divorce cause loss of income more often to older
women than to older men, support systems should be designed to aid this
population. There are at present several proposals for reform of public
and private pension coverage that would adapt these programs to the needs
of contemporary women. For example, the Department of Health and Human
Services (HHS) experts on Social Sec'Jrity are now advocating that earnings
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of a married couple be considered equally vested in both members of the
marriage, with both husband and wife entitled to one-half of the earnings
record vested in either member of the marriage. In addition, consideration
should be given to the fact that while changes in current private pension
laws might involve increased costs and reduced benefits for some, such
changes would nevertheless have a relatively greater impact on women's
well-being as retired workers. While it is beyond the scope of this paper
to examine the technical details of the various proposals now under con-
sideration, some aspects are of particular interest.

A. Public Pensions

Civil Service Retirement law has been changed by the Congress so that
divorced spouses can claim a pro rata share of husbands' retirement
benefits. The divorced spouse, however, must prove in court that
she should receive some share of her husband's retirement, and state
law should allow this form of entitlement in its divorce settlements.
Many states do not currently allow divorced wives to claim retire-
ment benefits.

" The Social Security Advisory Council has recommended that the Social
Security law be changed so that a spouse's earnings record would be
split between the two spouses at the time of divorce in any marriage
that has lasted ten years, thus protecting the implicit claim of
the wife who-had contributed to family well-being while her husband
earned the larger share of its income.

* The Council has also recommended that the Social Security law be
changed so that a widow would continue to receive 100 percent of
total combined benefits (her husband's plus her dependent's benefit)
after her husband's death, instead of the two-thirds of the total
combined benefits (survivor's entitlement) that widows currently
receive.

" Since wages are an important source of income for women over 65,
especially unmarried women and Black women, Social Security disin-
centives to employment may harm these women by limiting the income
they can earn without suffering a reduction in Social Security
benefits. It is unclear at this point what the financial trade-off
would be between continuing Social Security payments to employed
older women and paying for Federal programs to aid older women who
were discouraged from earning wages to supplement Social Security
payments. Research needs to be done to ascertain the relative cost
of these expenditures.

B. Private Pensions

* The Presidential Commission on Pension Policy is considering a policy
that would set a mandatory level of private-pension coverage and
allow employer portability of the pension after one year's coverage.
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Pension systems should allow not only portability, but also
earlier vesting of pension rights and cumulative vesting of pension
rights. In light of the current pattern of women's labor force
participation, these are especially important changes, although they
would also benefit male workers. Women still have higher labor force
participation rates in the 20-24 year old cohort than do men, and
pension vesting should begin before age 25, the level at which it is
currently mandated. Women also still have more discontinuous labor
force participation than do men, which means that a system allowing
cumulative vesting over the course of the work life would be especi-
ally beneficial and would more accurately reflect women's total 'aor
force participation during a lifetime.

* It is often assumed that, because more women are now active parti-
cipants in the labor-force, they will receive much greater benefits
in the future from work-related pension programs. While this may
be the case, all evidence indicates that the patterns of women's
employment still differ from those of men in terms of full-time, long
term commitment to the labor force that the majority of women remain
clustered in the predominantly female occupations that have tradition-
ally provided low status and low pay, and that a significant gap
between the wages of men and women remains. Current efforts to develop
pay equity for men and women merit attention and encouragement in
order to raise the level of benefits secured by working women in the
future.

4. TO ENCOURAGE EMPLOYMENT

Although popular thinking holds that most older people are eager
for retirement, it is obvious that many older women, particularly those
who are displaced homemakers, require employment for economic survival.
For women who have remained out of the labor force for a number of years
because of family responsibilities, employment is often difficult to
secure because of their age, lack of recent work experience, aid lack
of credit awarded for skills developed as a homemaker or community volun-
teer. Suggestions to facilitate the employment of older women follow.

" Through public education programs, the heterogeneity and employability
of the older population needs to be emphasized and negative stereotypes
eliminated. The vitality, experience and motivation that an older
person can bring to the employment situation is often as great or
greater than that of a younger worker.

" Efforts should be made to dispel the image of the older person

solely as a resource for volunteer assistance. While voluntary in-
volvement in community affairs can be productive for both the older
individual and the community, for economic reasons older women and
men may require paid employment fully as much as a younger person and
should be perceived as an asset to the labor force.
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" Some existing programs have dual purposes and dual benefits.
Such programs as Senior Companions, Foster Grandparents, Green
Thumb, and Home Health Aides meet vital community needs and in
addition, provide needed employment opportunities for older
persons. These programs merit expansion.

* More counseling and retraining programs for older people are
needed so that they can secure employment. As a target population
most needing assistance, older women seekinq employment would
produce immediate benefits and improve their economic status in their
later years. Such counseling and retraining should be realistic and
closely related to available opportunities in the current labor
market. Training should also include information on translating
skills derived from work in the home or community into marketable
skills. Specific measures suggested are an employment and training
bill, adapted to the needs of older women, which would be similar
to the G.I. Bill and provide entitlement for employment training.
Also, tax credits might be utilized to assist those older women
seeking re-entry to the labor market with the education expenses
involved in their retraining.

" The Federally-supported system of educational scholarships and
financial aid needs to be examined to ascertain whether or not it
facilitates the participation of mature people-in the educational
system in preparation for employment. This includes examining the
effects of current regulations on attendance by part-time students,
on attendance by those with less familiarity with formal education
whose test scores may be lower than those of conventional students,
and on attendance by those, especially women, whose total family
incomes are high even though the wife may not have access to much
of the total income.

" Flexibility in the work place with flextime, job sharing and other
part-time options is desirable for all workers and is of special
importance in facilitating the employment of older workers.

" Training programs like CETA provide a suitable mechanism-far employ-
ment training and should be expanded to include more older workers.
While current training programs for women emphasize employment in
nontraditional career fields that offer them the potential for up-
ward mobility, the fact that such an emphasis may not be desirable
nor advantageous for older women should be recognized. Women, who
are older and anxious to obtain employment to meet their-immediate
financial needs, may indeed prefer employment in a more traditional
field, such as health care, which is related to their previous ex-
perience and most appropriate to their needs.

The most popular job creation proposal is to change Medicare provisions
to allow payments for "home care" of the elderly in addition to current
payments for institutional care. The Department of HHS is currently
running a demonstration project to ascertain whether or not home care
payments would, in fact, lead to Medicare recipients being removed
from institutional care to be cared for at home. Should the study

25-711 0 - 83 - 4
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indicate that this tradeoff is made, then presumably the funds
to pay for home care and home care workers would come from reduced
payments for institutional care. In this way, new employment
opportunities as home care workers would become available for
older women.

Although age discrimination is a major impediment to women's
employment, they rarely use existing age discrimination legislation.
Women's organizations could play a central role in publicizing this
legislation, sensitizing older women to the dynamics of age dis-
crimination, and supporting their claims for redress.

5. TO IMPROVE SERVICE PROGRAM DESIGN AND DELIVERY

* Service programs which assist older persons may be an important
income supplement. Several basic principles should be kept in mind
in designing such programs.

A. Public policy should recognize the physical, social and economic
differential existing among people categorized as aging and
design such services appropriately.

B. Every effort should be made to encourage inter-generational
services and programs rather than continuing the isolation and
age segregation experienced by many of the elderly.

C. Public policy should encourage actions by local agencies and
organizations to provide services in environments which are
familiar and comfortable for older people.

D. All programs and services should enhance the independence of the
individual, rather than increasing dependence.

" At present, many elderly are not benefiting from public programs
designed for them. Efforts are being made to coordinate the many
Federal programs serving the aging but they remain fragmented and
access is complicated. More publicity and effective outreach efforts
are needed in order to inform and involve the elderly, who may be
among the most isolated in the population, of services and programs
that can be of assistance to them.

" Transportation is critical to dispel the isolation of older persons
and to provide access to service programs. Many do not own their
own cars and must rely on public transportation. While the lack of
transportation impacts heavily on both-the urban and rural elderly,
it is the rural elderly who are most severely affected. These people,
who may be among the most isolated and needy, consequently benefit
least from public programs, particularly health care, nutrition,
legal and other service programs.
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Because Ue elderly are a diverse group and many may be reluctant
to accept government assistance or unable to cope with bureaucracy,
it is important to present information and programs in a clear
manner designed to increase their acceptability. More programs
and delivery systems should be incorporated into community centers
and churches which are known to and trusted by the aging constituency.
Racial and ethnic differences must also be accommodated.

The demographic fact of the predominance of women among the aging
population suggests that both government agencies and private organ-
izations should be encouraged to examine the impact of all programs
on older women to ascertain if the particular needs of this group
are being met. It is also of great importance that a large number
of those involved in program planning and service delivery be repre-
sentative of older women.

Currently, the negative stereotypes and implications of aging discourage
discussion and realistic assessment. In fiscal and social terms, the aging are
-frequently portrayed as "a burden." The complex issues involved in equitable
and adequate public programs for the aging almost defy objective analysis and
will continue to do so until the antipathy to aging is addressed.

Dr. Robert Butler, director of the National Institute on Aging, has
observed that it is vital to deal effectively with the problems of aging, for
these relate directly to "our futures and our future selves." Despite each
person's reluctance to accept the effects of aging, the numbers are rising and
the public costs are escalating. Also, the changing ratios of the elderly in
relation to active workers in the labor force raise serious questions about
who shall bear these costs.

Whatever level of costs is chosen by society, this study focuses attention
on the needs and inequities faced by a specific and numerically dominant segment
of the aging population, namely women. The majority status of women among the
aging population implies that aging is a women's issue. However, in terms
of the equitable distribution of resources among the aging, facing old age and
responding to its needs is a major social issue.
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TABLE 1

Population 50 Years and Over, by Race, Spanish Origin, Sex, and Age:
July 1, 1978, 1974, and 1970

(In thouqxnds. For meingth of symbols, ae test)

All races White Black Spanish origi

sea. and are - 1
1978 1974 1970 1978 1976} 1970 1971 1976 1970 1970' 1974 1970'

Doth s.tx-n ..... 5,547 $3,299 49,915 50,961 48,263 .333 4,909 4,5. 4,167 1,5%1 (NA) I.165
50 to 59 rs ....... 23.061 22,265 21,161 20,612 20.061 19,107 2,126 1,170 1,667 807 (NA) 559
hO to th. r ....... 9,432 9,201 8,606 8,544 8,300 7,652 793 822 7"6 226 (INA) 202
b5 to 9 ,rs. ....... 8,575 7,840 7.023 7,b49 7,054 b.338 851 725 020 217 () 164
70 2nd 71 %,arm ...... 2,843 2,503 2,420 2,587 2,297 2,199 231 184 201 53 (NA) 10
72 to 74 y r....... 3,51 3,199 3,045 3,227 2,929 2,802 250 230 221 91 (NA)
7* y, art and over .... 9,120 8,291 7,600 8,337 1,b22 7,035 658 588 S04 157 (NA) 135

male ............ 25,258 23.938 22,612 22,757 21,659 20,510 2,171 2,019 1,77 721 INA) 55;2
50 to 59 yars ....... 1,063 10,671 10,158 V,928 9,640 9,19b 988 912 86 387 (NA) 208
0 t. 14 r. ..... 4,418 4,297 4,049 6,014 3,881 3,669 358 373 339 101 (NA) 90
b5 tw b9 yr ....... 3,803 3.,474 3.137 3,396 3,120 2,828 365 312 277 100 (NA) 79
70 and 71 arm ..... 1,215 1,060 1,037 1,103 986 938 98 82 87 27 (NA)
72 t-, 74 years ....... 1,4 ,330 1,284 1,3317 1,208 1,116 111 106 99 35 (NA)
75 year- r"l over.... 3,290 3,086 2,947 2,977 2,814 2,707 253 2M. 210 71 (NA) 0

t+ .os ........... 31,287 29,358 27,302 28,205 26,60. 24,817 2,735 2,506 2,287 829 INA) 613
50 to 59 vvar .. .. 1,998 11,S94 11,004 10,689 10,417 9,911 1,138 1,051 1,001 420 (NA) 291
b0 o b4 er ...... N.014 4,903 4,b8 4,531 4,19 4,183 436 449 405 124 (NA) 106
b5 t,- b9 y- .r ...... 4,771 4,3bb 3,885 4,251 3,928 3,510 486 412 349 1|8 (NA) 85
70 ,,id 11 ya.. 1,628 1,42 1,383 1,454 1,311 1,261 132 102 112 26 (NA)
72 t,. 74 rn.. 2,047 1,807 1,70 1,890 1,721 1,027 138 130 122 55 (mA)
7$ N. ,,. .nd ,,v.,r .... 5,829 5,204 4,02 5,34>0 4.808 4,325 405 355 298 86 (11A) 75

'M.,rch 1975. i'Lrrvnt 1i'.vlattim Sr,, y.
'April 1, 1970.

.tairtv* U.S. Mhpartwnt of toraweroc, I aru.su of the ('Cenus, Culret population Reporta, Seriea P-35, No. 721;
lIwo o..r P 1p11i ton., vol. 11, IC, "Pe.rsun of Spanish Oritin;" and unpublinhed population *stiulatp for 1971.

TABLE 2

Average Mu~er of Years of Life Remaining at Age 65 and at Birth, by Race and Sex: 1)76

All races White Black anC other racem

Sex
At age 65 At birth At age 65 At birth At age 65 At birth

both sexes ................... 16.0 72.8 16.1 73.5 15.8 68.3
Vale ............................... 13.7 69.0 13.7 69.7 13.e 64.1
'emnle ............................. 18.0 76.7 18.1 77.3 17.6 72.6

Source: J.S. Department of Health, Education, and Welfare, Public Health Service, Monthly Vital
Statistilc Report, Vol. 26, No. 12, Supplement (2), March 1978
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TABLE 3

Nativity and Parentage of the Total Populaton and the Population 65 Years and Over, by Sex: 1970

Nativity and parentagO

TOTAL POPULATION

All ages .................................
Median age ...............................
Persons 65 years and ov*i .. .........

Percent of 411 ages..................

NATIVE Of NATIVE PARINTAGE

All ages .................................

Median age ............................
Persons 65 years nd over ................

Percent of all ages ..................

NATIVE 07 FOREIGN OR MIXED PARETAGZ

All ag e...............................
Median age ...............................
Persona 65 years and over ................

Percent of all ages ..................

FOREIGN am

All ages .................................
Median age ............................
Persons 65 jears and over ................

Pere"t of all ages.................

Lou rce: U.S. Department of Commerce, Bureau of
National Origin and Languasg.

Total

203,210
28.1

20,101
9.9

169,635
24.4

13,126
7.7

23,956
47.3

3,900
16.3

9,619
52.0

3,075
32.0

Male

98,882
26.8

8,436
8.5

82,989
23.5

5,440
6.6

11,489
46.2

1,606
14.0

4,404
52.2

1,389
3L.5

the Census, 1970 Census of Populatioa, Vol. II, IA.

TABLE 4
Marital Status of Persons 55 Years and Over, by Race, Spanish Origin, Sex, and Age: March 1978

(Z. Sh....4 , 52u2.022 l,2 2022 t69 $2*.2

Rae 2.. .

ftii • 11.63i at rb."t.t o4 qe &r"-sM legal 8o..1. orI. *%.- tried I mw
04. 2g•sv.2 2h,926066.1, 1*e 2 623 r.201* 02 24 ii

2 S 4 a " eT .............. 20.9 2 1024 14.022 ill 2.422 s0 24.038 2,42 22,104 $43 1.08m I.114
IS to red Ps ................... t0,2 I2 * I 1 I) m Up 114 10,144 sit ,229 3" 1.971 '"
6$ to " '.o:' 4A? 6,299 ,49 111 I2lee sm 3,26 a5 " )'316 lop

Syeari ad i.. ... 2,09 8 2,404 4 3, S. 1"0 20 2,102 44 3,041 li

MITI

2 ,e si 2 .. ........... 2.. 1 43 2 96) I. 3 .314 164 21,734 244 11.2"4 3914 I ,22s 90
0 to "4 I4 ero ............. I........ @,4 424 2,449 lo1 2it 40 9.449 4421 4,1t 214 1.012 $09

1.8m .3 2.1 ..... A.S 1 39 422 204 222 224 2,290 060 .02 41 2 29 1 1 2

22 ~ r. 4 a . ................ 4 222 106 oi 4 1$ 22 29 Im 2744 ,0 109 292 I92

04 ............. 24 904 24 422521 2409.24 . ............. 022T 29 I 322 22 22 22 222 22 240 92 304 22

2S 4s2r2m26 o2r ....... 4 I l 040 . 0.4 .1 9I a n

2 , 4 ............. 0S 21 292 2) 41 t 02 22 212 42 1 4
.11 9 212 21 12 12 344 22 294 21 02 2t. 14 e s........... T p 113 711 1 ; Is I n 11 to A 1

20 . . . .................... 22 Is 44 1 1 2 4 41 i 2. 44 2

* 1 W4r 2 . C - 4 ... .. .. .. 2 . . rs T ,e .24.~, 2.1 Dtp,144..to . Crl s 1 * o 6420 r*2. C...C1,29,22 *I272.0.2

104,326
29.3

11.66S
11.2

56,646
25.3

7,686
8.9

12,467
48.2

2,293
18.4

5,216
51.9

I,6
32.)
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TABLE 5

Family Status of Persons 55 Years and Over, by Rao. Spanish Origin. Ag., and Seax:
March 1978

(1.mlatltetljoal propulatilo. for meanln of Symbol$, ee test)

39 years and oaTe 53 to 94 years b5 to 79 yvers I3 yvors and over
MSec. Sponish orlm, ad 3 31 1 JI I

,am33 ytmtaa 6o9h IW1 Both "k
jaaea MaO, rcAsl *oesa Nmma Iavomle Male l l e Nate rsiear

ALL RACL3

Tol. thena ndN.. 42.77 16,939 24.0 38 20, 09 9,769 L0.740 14.269 6.060 1,189 8.199 3,090 .109
Per.t .............. 100.0 300.0 100.0 100.0 100.0 100.0 300.0 100.0 100.0 100.0 100.0 100.0

In at I e.................... 7.. 69.7 67.6 64. 69.3 60.3 71.7 64.9 f0.9 90.0 79.9 90.0
lead or family. 40.6 1.3 6.6 4.4 . 6.9 36.9 79.9 6.5 32.4 70.6 9.2
wife of hed 27.9 ... 49.9 35.0 ... 99.3 29.2 ... 4 '. 13.2 . 1.2
othr faulty ey*;";:::::::r: 6.9 4.4 . 4.3 3. 4. . .0 7.7 144 .6 19. A..

Primary Inllvetal ............. 23.0 32.9 13.3 1l.1 9.1 186 2.6 1 L3.3 36. 18.9 22.1 49.1
Living aloe 22.2 11.9 30.3 13.9 6.4 16.0 29.0 12.6 35.1 37.7 21.9 47.&

Ire-mdary 3 nd3,3el...1 .4 1. 1.3 31 1.6 1.2 1.3 1.7 1.3 1.1 1.3 0.9
In Frnup quarter ............ 0.3 0.2 0.4 0.3 0.2 0.4 0.4 0.2 0.% 0.2 0.3 0.2

on11in

,otl. th"Usands.. 38,849 17,130 31.736 16.530 8961 O.949 12.939 $."1 7.395 7,480 2.01 4.672
Per:ert ........... 100.0 100.0 300.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

ln feel o ................... 7.1 67.0 97.9 09.2 90.1 60.7 72.3 $6.3 91.6 90.0 17.6 49.3
Itead or ;.ly ............... 40.6 $3.0 7.7 43.4 66.b 7.9 39.2 82.4 7.2 32.9 72.6 6.9
%It o: :d .... 26.6 ... 31.4 39.0 ... 69.0 27.1 ... 47.1 3. ... 21.9
Other fasly membe.... 9.4 4.0 6.4 3. 3 .. 9 4.0 7.2 13.7 3.2 18.9

Pr mry sd l ........... . 7.6 11.6 31.4 13.4 6.2 19.2 2:.6 12.9 37.2 39. 20.7 49.6
Living low ................ .2.1 i.3 30.6 12.6 7.6 17.4 29.1 1.2 346.3 . 1.2 46.3

01e.Ovdary incavidml ........... 1.2 1.2 1.1 1.4 1.7 1.1 1.1 0.9 1.2 0.6 0.3 0.j
In gr vp quartero ............ 0.3 0.1 0.4 0.3 0.2 0.9 0.3 0.1 0.5 0.2 6.2 0.2

Total ..... tb maed.. 3. 44 1.367 2,099 1,739 778 956 1,304 32 731 624 294 3"0
Percent ................ 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 000.0 300.0

Im l ........ 9.7 72.7 47.4 13.5 76.2 74.6 94.6 71.0 63.5 $9.9 65.6 36.3
Iced u f finely .... 39.3 64.6 30.7 45.1 73.0 22.4 36.4 11.6 19.6 32.3 99.9 16.3

fe oft ba4. ... 19.7 ... 35.0 24.7 ... 44.8 .1 ... 32.4 9.3 ... 3.3
Other faulty mber ... 101 . 1 . 3. . 12.1 .4 11.2 18.1 i1.1 12.9

Primary individual ............. 26.5 0.7 31.0 22.0 20.3 23.5 28.1 19.6 34.S. 3.9 24.6 43.2
Living alone ................. 24.4 3. 26.7 20.5 17.9 22.7 23.7 16.3 31. 33.7 3.4 38.7

econdary Individul ........... 3.7 6.6 1.6 2.3 3.6 1.8 3.1 . 9.2 2.1 4.2 9.6 0.3
In group quarter$ ............ 0.5 1.0 (2) 0.3 0.3 - 0. 1.6 0.1 0.6 2.0

Total ......... taouanis.. 1.098 909 392 38 273 309 361 161 200 157 71 6
Percet ................ 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 I..

Im realtee .................... 62.0 67.1 77.7 07.2 91.9 63.3 76.1 W9.1 72.5 71.9 (a) 0.8
Head ofreally ............... 41.3 79.4 11.7 44.7 t.? 11.6 4C.2 75.2 U,3 31.6 (9) 9.9
"ItU of head ................. 24.0 ... 44.6 30.7 ... 36. 21.0 ... 36.6 6.4 ... 11.6
Other family member ..... . 1 9.9 10.5 31.6 00.9 10.3 13.4 19.6 3.3 22.3 33.6 (9) 30.6

Primary Individual ......... . 16.0 11.9 19.9 10.9 6.6 14.7 20.5 13.3 29.0 24.6 (6) y.7
Livingl am ................. (t) (NA) 163 MA) (KA) (4A) (LA) (.1A) (NA) (10* (l) (30

Secondary Indl tduel... 1.9 1.2 2.3 1.9 1.9 2.3 0.4 2.9 3.2 (63 3.9
In grcp quarter. ... 0.9 . 1.2 0.2 2 0.3 1.1 2.0 1.3 (9) 2.3

,Paroom af Spalsh oriin may be of ny race.

Smrces U. S. Depa ment of Camerce, Surem of the Ceoae, Current Population Re7port@ Soriem 1o20, Nm. 338.
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TABLE 6

Households With Head 55 Years and Over, by Race, Spanish Origin, Tenure, Type, and
Age of Head: March 1978

(in thousands. R constitutional pvpvllaton)

Owner households Rvnter households

Race, Spanish origin, Primary individuals Primary Individuals
and age of head All Primary Primary

households Total families Male cas l e Total families W., e eL.sal

AI. KAC'S

Lead, 55 yearn and over.. 27,408 20,441 14,628 1.27b 4,538 6,967 2,815 1,104 2.989
55 to 64 years ............... 12.183 9.457 7.868 411 1,178 2,726 1,431 417 818
65 to 74 years ............... 9,383 6.942 4,650 427 1,865 2.441 904 383 1,155
75 years and over.. . 5,842 4,042 2,110 438 1,495 1,800 540 244 1,016

WHITE

Head, 55 years a over.. 24,710 18.833 13.490 1.141 4,202 5.878 2.369 876 2,633
55 to 64 years .... . ........ ,88 8,689 7,25b 359 1,074 2.196 1, 146 364 685
65 to 74 years ............... 8.462 b.399 4.285 383 1,731 2.063 7.2 302 1,019
75 years and over ............ 5,364 3.745 1,949 399 1.397 1,619 481 210 929

BLACK

Head, 55 years and over.. 2.431 1,427 l,010 118 300 1,004 449 213 342
55 to 64 years ............... 1,163 682 535 51 96 481 21.6 106 129
65 to 74 years ............ 842 489 329 40 121 353 147 74 132
75 years and over ............ 426 256 146 27 83 170 56 33 81

SPANISH ORiG Nl

Head, 55 years and over 630 365 300 18 46 266 153 41 71
55 to 64 years ............... 321 188 172 3 1 133 86 15 31
65 to 74 years . . . ... 220 123 94 8 20 97 5 17 Z9
75 years and over ............ 89 54 34 7 12 36 16 9 1l

IPersana of Spanibh origIn may be of any race.

gourct: U.S. [D.partment of Ccwwacrce, Itureou of the Census, Current Population 14ports, Stirs P-20. -4o. 33A.
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TABLE 7

Total Money Income In 9/7 of Persons 55 Years and Over, by Race, Sex, and Age

as i,.: a of Mirch 1978 for *caning of symbols, se test)

All races Sito Slick

Sao and tInC',S 55 years 55 to b5 years 55 yeses 51 to 65 years 55 years 55 to 65 yearn

and over 64 yvlra and over and ovir i4 rears and over aed over 66 years and oner

Number of prnn.. ...... . tfuond,... 18,939 9,769 9.110 17,110 8,861 8,249 1,197 778 819
iomber of perioes w1th tncome.thuon, ds. 18,834 9,b89 9.145 17,030 S,798 0.232 1,552 167 i1

Perct ........................ 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

'I tw 999 nr lo ...... 1.4 1.9 1.0 1.6 1.9 0.8 2.1 1.6 2.7
,,00 to '1,499 . . . . . .. 1.4 0.9 1.9 1.1 0.8 1.3 4.6 2.3 6.7

"1,500 to p1,999 . . . . . .. 1.9 1.2 2.7 1.6 1.0 2.2 5.1 3.0 7.2
.t2,000 to !2,499 ......................... 4,4 2.5 b. 3.7 2.0 S. 11.6 7.8 13.1
'2,500 to $2,999 . . . . . .. 3.6 1.7 5.b 3.3 1.5 5.2 6.1 37 .8
$3.,000 tt 3,499 ........................ 5.0 -7.5 7.? 4.7 2.2 7,3 7.9 6.8 10.8

"3,500 to !3,999 . . . . . .. 5.0 2.b 7.6 4.7 2.2 7.6 7.7 6.0 9.3
.4,000 to $4,999 ........................ 7.7 4.0 11.7 7.6 3.8 11.7 8.6 0.3 1.3
'1,000 to '5.999 ......................... 7.3 4.3 10.4 7.1 3.9 10.5 9.5 8.8 10.1
'6,000 to '6,999 ......................... 4.6 4.7 8.7 6,6 4.6 9.0 7.3 . 8.7 6.0
S'7.000 t. '7,999 ......................... 5.7 5.0 6.5 5.8 4.8 6.8 6.6 6.5 3.2
.S.000 to '8,999 . . . . . .. 6.5 4.3 4.7 4.7 44 3.0 3.0 3.8 2.3

"q'9. 0 to, '9.999 ......................... 4.1 4.4 5.7 6.1 4.3 3.9 4.0 6.4 1.7
e10,O00 to '11,999 ....................... 7.3 8.8 5.7 7.4 8.7 6.1 5.2 9.1 1.6
'12,000 to '1,999 . . . . . .. 8.8 12,7 4.7 9.1 12.9 5.1 5.2 9.5 1.2
" o,00 i '19,999 ....................... 10.9 14.5 4.9 11.5 37.3 5.3 4.4 7.6 1.3
"20,000 t- 24,999 ....................... 5. 9,2 2.2 6.2 9.8 2.6 1.4 2.2 0.6
"25,000 and over ... . . . .. 8.6 12.9 4.0 9.1 13.9 .4 1.3 2.3 0.6

,-d en In oe ................... rollser., 7,982 12,243 5,526 8.516 3,278 5,803 4,561 6,674 3,.463
lear, in, otc ..................... collars.. 1, 56. 14,S95 8,033 12,089 11,499 8,444 6,16b 8,134 6,313

I i'lA lF

Ni,,fr ul pr),,ns ........... ttossdi 24,038 10,740 13,298 21,73b 9,b69 12,067 2,049 958 1,111
Nastbr of pereonn with ,nc,,ie.thoand.. 20,197 7,873 12,322 18,202 7,026 11,178 1,816 772 1,044

P,.rent ......................... 100.0 100.0 I00.0 100.0 100.0 100.0 100.0 300.0 100.0

11 to .:999 or los . . . . . .. 6.1 10.3 3.4 5.8 10.1 3,2 8.4 12,6 5.3
"1,000 to '1,499 ......................... 7.6 6.1 8.6 '.6 3.8 8.4 9.9 8.0 11.3
'1,500 to .1,999 ......................... 10,2 7.3 12.1 10.2 7,1 12.1 11.0 8,9 12.5
'2,000 to '2,4)9 ......................... 11.2 7.,4 13.7 10.2 6.6 12., 22.2 15.0 27.$
'2, 500 to '2,499 . . . . . .. 8.4 5,3 10.4 8.2 3,1 10,2 10.7 7.3 13.3
'3,000 to :3.499 ......................... 8.3 5.4 10.2 8.2 5.1 10.2 9.5 8.3 10,3

3,500 to *3.999 ........................ 6.6 3.8 8.4 6.2 "3.8 5.4 5.7 1.5 7.3
,.000 to '4,999 ........................ 8.9 8.3 9,2 9.1 8.3 9.6 6,6 7,4 5,9
1.000 to '5.999 ......................... 6.7 7.5 6.3 6.9 7.3 6.6 5.1 9.1 2,8

:b,00 to 7b,999 ......................... 5.0 6.2 4,2 5.2 6.4 4.5 2.2 6.3 0.7
7,000 tu '7,999 . . . . . .. ,1 5.,4 3.2 4.3 5.1 3.3 2.1 2.9 1.6

'8,000 n '6.999 ........................ 3.3 5.0 2.2 3.5 3,2 2.4 1.6 2.6 0.5

9,000 to 9,999 ... .................. 2.3 3.5 1,6 2.5 3.7 1.7 0.8 1., 0.3
'10,000 t. 11,999 . . . . . .. 3 .8 6.b -,o 4.0 6.9 2.1 1.5 3.2 0.3
'12,000 to '14,999 ....................... 3.5 5.5 2,2 3.7 5.9 2.,4 1. 2.8 0,4
'15,000 to '19.999 . . . . . .. 2., 4.1 1.3 2.6 4.4 1.5 1.0 2.2 0.1
2D,000 to '24,999 .. . . . ... 0.8 1.2 0,5 0.9 1.3 0.5 0.3 0.6 0.7
'25,000 snd ovr . . . . . .. 0.7 1.1 0.5 0.8 1.2 0.6 - -

Miedian fince ................... dollars.,. 3,38 4,533 3,087 3,503 4,770 3,186 2,4b9 2,81! 2,385
U, Of Income.. ................... dollars.. 4,906 5,937 4,234 5,070 6,175 6.375 3,321 4,083 2,757

Stnroc: r.S. r.partncot of f'Covercc, 1.rea. of the Census, Current Population Reports, Series P-bO, "o. 111.
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TABLE 8

Total Money Income in 1977 of Persons 62 Years and Over, by Race. Spanish Origin, Marital and
Family Status. and Age

(s tx4owwW. CwpIvoe# wh9 Ior- 62 92 . old *.d -. r - r. 1r9 10. War lli.n I . l . %el.. Il

ao~ '9 t. '1,000 2.00 0,900 '3.000 4,000 95.000 '61000 14,000 -10,000 -1%,000

Utl Ttl '1.919 '2,9491111 '31,919 A. 991P S."9 ' .19 9.9991 '1 , 4.tl"999.1.,-

U0rr1o0 I-piI

Total. U I..,
9,900 9,489 49 , 902 130 .49 eL9 0J3 1,65 1,311 J,11 Z,.32 9

t9,.o y .. ... . 1 3.1 0 1al 19 19 40 92 193 203 flt 999 .22 003 3,003 9,610 12, 1%
12 7"r. a ... . .21 3,:25 12 10 is $1 .0 321 922j o9 40 41 9 01.01 ,42 90.949

09.oO.. ' 310., -

d I ... !32 1 13,2 192 1,092 1,19 1,350 2,91 ,349 9,030 9, 26 o 7t 143 940 3 ,11 S.121
I. 09 3,.... , :*:.... 3,909 190 99 100 666 9317 M0 340 94 .9- 141 930 19.4 3.24? 4,19"

.... ....... .1 021 20 19 .39 a, 120 11 1? 29 9 91 00 30.91 .. ';

To1 16 11 io :IU $ 1 4

93 ". : . -..... 919 1 : : 19 94 '91 10:0l ,0 32 2 9 '.003 1-09

41 9 ,. . 1 ..... 33 31 90 314 90 90: : *l 2 34 13 2r1 99l 20i~ 20~'l 4l,0 9v,110

4 Is ya OW r r 340 34 1 31 90 90 93 01 24 2? 94 4 2 340. 0 i,
r I.......i .. 3,.03 2,91 9 2 409 946 3IN 920 09 0 2 0 9 1 13 9,300 0.31

99 t. 19 v.. *........ 93 931 1 2 3 13 991 0 1 1% '1 1 21 9 3 3,932 ,4
S 07 0.91 ,o.......... 042 ,4 9 3 49 999 902 9e,1 ,02t 909 ' 19i 991 29 2,900 9,914

0.I. ............... 31 9,99 31 1934 909 391 90 209 202 09 93 13' 240 4,100 0.017Sto 01 9 it. ...... . 323 37 0 1 2 10 99 90 1 40 32 19 4 S0. 02 4.p
99 ,. 1 . .. . 919 999 9 31 1 1l 131 19. 11 1 90 99 4,999 ""I 00
71 i .'.. oS ...... 9.. 991 .9 9 99 91 042 393 34 0 I.0 4 29 3,999 9,111

• il'9................... 4,93 ,44 4 933l 14 190 9,44 199 304 919 299 429 034 3,099 9,09492t 9y o 13 14 9 5 "3 94 '1 100 912 109 91 S62 3 ,, 11 6
9t o 3 :4.309 1,403 11 93 92 4 9 0 9 9 4 190 9 990 ,1

19 . ". a ..... 3,3 3 2 439 I1 91 411 do .IA 140 1 99 24 .
6 is I .. 01.9. "4 1 9 1 :9i 9 941 1 14 19 9,11 2,4"4 9,929 12.9
6 4. 1' 2 1 9.21 3 3 1 49 99 1 o2, % 0 0 w9 10 93,41 1,9l

19 t -11 p*be. . 2,3 3,93 19 10 90 93 190 13 293 l03 49 1I91 993I3.4

12 . . .oa ."o ... .. 2, 109 3, 039 9 71 23 39 29 319 3 979 49 .3 49 ,.44 9,920
5 to :... . 1 ,0 11 19 4$19 , 1) '92 100 12 119 2 2, 9t.0

,0 ,.,,....... .. . 910, 29 0 00 93 901 91: 60 01 3: ..... 911 1,

S a 119 1 t 9 19 ': 1

99 3o i r. Lad .... . .431 ).241 19 )1 1 9 9 1 9 'o. 20 20 . 1.90 1,19

0 .t l ee. ....... 2,313 2,991 99 240 29 34 90 3 20 979 99k 220 09p 3,110 4,6.

3 110t A4 , 219.2O 4 39 33 01 ll 21 3' 1 1. 7 2 . 10 4,913 13.161

'I tt it ,o 1$ ILI 0oe 41 U. I 99.0032 13,02 9,9

0 30 , &,o'o .. ........ 30i5 1,3 9'l' 1 44 149 1. 1,. 92 91$ i 9ll 1 310 9,111 9.10

2 . . 910 9,099 19 1 9 2 .19 9210 J275 912i 119 99 999" 10 34 .1 ,99 ' o

Sro .4 . .... . 01 19 0 3 1 0 9) 92 21 2 J? 174 %) 9,04 9 1

93~ X* 1117"20 90 2 33 90 29 90 2 4 0 4 9 9 492 1

lo '... .... . 39 9.0 39 3 90 901 1 1 29 9 4 2 23 390 9,

931 9 . 19 0 3 9 99 0* 90 92 19 9I % .00 99 91 49 9,19 9,9

65t. i7 -p . ..... 2 30 22 1 2 0 I9 4 21 9 21 19 99 90 4,32 9,12111 or- o9.9 0 05 ..... 3 19 3 1: d 31 31 1 9 400 d4 2 1994 14 99 3,120 ,
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TABLE 9

Total Money Income in 1977 of Persons 62 Years and Over, by Race, Spanish Origin, Marital and
Family Status, and Age-Continued
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TABLE 10

Persons 65 Years and Over Below the Poverty Level in 1977. by Race, Spanish Origin.
and Sex

(Numbers is thousands. Persons as of March 1978. For meaning of & zbols. see text)

Nuber belo. poverty level Poverty rate

!Di familiies In famile
Race. Spanish
origin and sex Other Other

family Lnre Iat e< family Unrelated
Total Total Head Vite mebers I ndividuals Total Total Head Wife members Individuals

ALL RACES

Both sexes..... 3.177 1. 176 710 364 102 2,001 16.1 7.8 8.6 1.5 .8 27.3
male ............... 961 575 551 X) 26 386 10.5 7.6 7.8 MI) 3.0 23.5
Female ............. 2,216 601 159 364 77 1,615 16.7 7.9 13.7 7.5 6.7 28.6

WHITE

- oth sexes..... 2.626 809 672 281 56 1.617 11.9 5.9 6.3 6.2 3.1 26.6
male ............... 686 614 603 (1) 11 273 8.3 6.0 6.2 (Mi 3.0 20.1
regle..............1. 79 395 70 261- 65 1,366 16.9 5.8 7.5 6.2 3.2 25.8

Both "ZOO ..... 701 338 214 79 45 362 36.3 27.1 31.5 26.9 16.4 33.0
male ............... 24) 144 132 (X ) 12 99i 29.7 25S.4 28.& (6 M 11.5 39.4,

Fe"sls ............. 657 194 82 79 33 263 61.2 28.6 38.3 26.8 19.6 60.8

SPANISH ORIGINi

Both sexes.. 113 51 35 10 6 62 21.9 12.9 18.1 11.6 5.3 50.3
male ............... 55 31 29 (X) 2 24 25,7 16.4 11.7 WX (1) 54.9
resle ............. 58 21 7 10 4 38 20.4 10.2 19.9 11.6 4.4 47.8

IPersoas of Spanish origin may be of amy race.

Source: U.S. Departw.at OtfC m'..gC, Rurse of the Census. CUrreat Population Reports, Series P-60, No. 119.
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TABLE 11

Labor Force Participation Rates for Older Aqe Groups,
By Sex, Selected Years, 1950-78

Aae Grouo and Year

50 to 54 years

1950 ......................
1960 ......................
1970 ......................
1978 (August) .............

55 to 59 years

1950 ......................
1960 ......................
1970 ......................
1978 (August) .............

60 to 64 years

1950........
1960........
1970........
1978 (August)..

65 to 69 years

1950 ...........
1960............
1970 ........
1978 (August)..

Men

90.5
92.0
91.5
89.1

86.7
87.7
86.8
83.1

79.4
77.8
73.2
61.1

59.7
44.0
39.3
30.0

Women

30.8
45.9
52.4
53.8

25.9
39.7
47.6
47.7

20.6
29.4
36.4
31.7

12.0
16.5
17.2
14.2

Sources: Bureau of the Census, 1970 Census of Population, Employment Status
and Work Experience, Table 2 for 1950, 1960, and 1970 data. August
1978 data from Employment and Earnings, September 1978, Table A-3.

Age Grouo and Year

............

........ ,....

.............

.............

.............

.......... ,...

......... °....
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TABLE 12

Median Income of Year-Round, Full-Time Civilian Workers With Income, by Age and Sex: 1977, 1975.
and 1970

(In 1977 dollars. Numbers in thousands.
population 14 years aid over)

Persons as of the following year. Civilian noninstitutional

1977 1975 1970

Sex and age Number Number Number
with Median with Median witit Median

Income Income income Income income Income

wON EN

Total with income .............. 19,278 $ 8,814 17,479 $ 8,691 15.518 $ 8,490

14 to 19 years ..................... 419 5,632 431 5,143 335 5,904
20 to 24 years ..................... 2,760 7.497 2,496 7,429 2,224 7.691

25 to 34 years ..................... 5,365 9,543 4,579 9,459 2.899 9,244
35 to 44 years ..................... 3,904 '),282 '3.336 9,102 3,081 8,632
45 to 54 years ..................... 3,836 S9,142 3,711 8,985 3,865 8.721

55 to 64 years ..................... 2,684 8,846 2,585 8,765 2,690 8,533

65 years and over .................. 309 7,838 341 8,189 423 7,622

MEN

Total with income ............ 39,287 $15,070 37,278 $14,563 36,146 $14,333
14 to 19 years ..................... 584 6,042 572 6,369 419 6,164
20 to 24 years ..................... 3,622 9,1100 3,303 9,594 2,700 10,386
25 to 34 years ..................... 11,267 14,129 10,256 14,170 8,763 14,242

35 to 44 years ..................... 8.899 16,863 8,382 16,497 8,649 16,009

45 to 54 years ..................... 8,425 17,029 8,331 16,609 8,756 15,499

55 to 64 years ..................... 5,733 15.669 5,518 14,981 5,757 14,156

65 years and over................... 758 13.815 918 12,843 1,102 10,540

RATIO: WOMENI/UM1

Total with income ............ 0.49 0.53 0.47 0.60 0.43 0.59

14 to 19 years ..................... 0,72 0.9 "I 0.75 0.81 0,80 0.96
20 to 24 years ...................... 0.76 0.74 , 0.76 0.77 0.82 0.74

25 to 34 years ..................... 0.48 0.68 -0.47 0.67 0.33 0.65

35 to 44 years ............... I ..... 0.44 0.55 0.40 0.55 0.36 0.54

45 to 54 years ..................... 0.46 0.54 0.45 0.54 0.44 0.56

55 to 64 years ...................... 0.47 0.56 0.47 0.59 0.47 0.60

65 years and over .................. 0.41 0.57 0.37 0.64 0.38 0.72

Source: U.S. Department of Ccvuerc~e,
Nos. 118, 105, and 80.

Bureau of the Census, Current Population Reports, Series P-60.
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TABLE 13

Civilian Labor Force Partiipation Rats, by Ale Race, and Sex: Annual Averfaes for 1978 aiad 1970

(Number in civilian labor force as percent of population In specific group. Civilian noninstitutional popu-

lation 16 )ears and over. For meaning of symbols, see text)

Pe rcentage -point

1978 1970 change, 1970-78'

Race and age Ratio: Ratio:
women womenF oIn Men men Wlmen Men men Women Men

BLACK AND OTHER IACVS

16 years and over ............ 53.3 72.1 0.74 49.5 76.5 0.65 3.8 -4.4

16 to 19 yenra ..................... 38.1 45.4 0.84 34.1 47.2 0.72 4.0 -1.8

20 to 24 years ... ................. 62.8 78.0 0.81 57.7 83.5 0.69 5.1 -5.5

25 to 34 years ..................... 68.7 90.9 0.76 57.6 93.7 0.61 11.1 -2.8

35 to 44 years ..................... 67.1 91.0 0.74 59.9 92.2 0.65 7.2 -1.2

45 to 54 years ..................... 59.8 84.5 0.71 60.2 88.2 0.68 -0.4 -3.7

55 to 64 years ...... .............. . 43.6 69.1 0.63 47.1 79.2 0.59 -3.5 -10.1

65 yvar-q and over .... ............. 10.7 21.3 0.50 12.2 27.4 0.45 -1.5 -6.1

SHITE

16 years and over... ....... 49.5 78.6 0.63 42.6 80.0 0.53 6.9 -1.4

16 in 19 years ..................... 58.9 65.1 0.87 45.6 57.5 0.79 11.3 7.6

20 to 24 years ......... ........... 69.3 87.2 0.79 57.7 83.3 0.69 11.6 3.9

25 to 34 year. ..................... 61.0 96.0 0.64 43.2 96.7 0.45 17.8 -0.7

35 to 44 years .... ................ 60.7 96.3 0.63 49.9 97.3 0.51 10.B -1.0

45 to 54 years ...... .............. 56.7 92.1 0.62 53.7 94.9 0.57 3.0 -2.8

55 to 64 vv rs ..................... . 41.2 73.9 0.56 42.6 83.3 0.51 -1.4 -9.4

65 years and over .... ............. 8.1 20.4 0.40 9.5 26.7 0.36 -1.4 -6.3

RATIO: BLACK AND OTHER
I0CFS WHITE

16 years and over ............. 1.08 (j.92 W') 1.16 0.96 (M) x) x)
16 tn 19 years ..................... 0.67 0.70 (M) 0.75 0.82 (M) CX) (X)

20 to 24 years .................... 0.91 0.89 (X) 1.00 1.00 X) (X) IX)

25 to 34 ycars ...... ............... 1.13 0.95 x) 1.33 0.97 (M) X) (X)

35 to 44 years ...... .............. 1.11 0.94 (X 1.20 0.95 (XI X) ) M1)

45 to 54 years ...................... 1.05 0.92 X) 1.12 0.93 X) X) x)

55 in 64 years ........... ......... 1.06 0.94 (X) 1.11 0.95 ix) X) IX)

65 vsars and over .................. 1 . 1.32 1.04 (X) 1.28 1.03 (X) CX) MX)

IDlifferenees between civilian lb.,,r force participation rates.

Source: U.S. Iepartment of L.ab, b. mployment and Training Administration, and U.S. Department of Health.

Education, and Welfare, Olfice of Hum.in Development, 1978 Employment and Training Report of the President;

and '.S. Iapartment of Labor. Bureau of I,abor Statistics, r.mployment and Earnings, Vol. 26, No. 1.
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TABLE 14

Major Occupation Groups of Employed Women, by Age and Race, March 1975

Occuoa tion Group

All Women
16 to 34 35 years
years and over

White Women
16 to 34 35 years
years and over

Minority Women
16 to 34 35 years
years and over

Total (in thousands)
Percent

15,664
100.0

17,384 13,759 15,235 1,884 2,148
100.0 100.0 100.0 100.0 100.0

Professional and
Technical Workers ......
Managers and Adminis-
trators (except farm)..
Sales Workers ..........
Clerical Workers .......
Craft and Kindred
Workers ................
Operatives
(except transport) .....
Transport Equipment
Operatives .............
Nonfarm Laborers .......
Private Household
Workers ................
Service Workers (except
private household) .....
Farmers and Farm
Managers ...............
Farm Laborers and
Supervisors ............

17.5

3.5
6.6

39.2

1.2

8.5

.5
1.0

3.0

18.3

.1

.5

15.2

6.9
7.0

31.5

17.8

3.6
6.8

39.6

15.5 15.0

7.5
7.7

33.9

1.7 1.3 1.6 1.1 1.9

12.5 7.8 12.2 14.0

.7 .5
1.0 1.1

.7 .5
1 . .8

4.3 3.0 2.1 3.5 19.6

18.1

.4

.9

17.9

.1

16.3 21.3

.4 (I/)

.5 1.0 .3

I/ Less than 0.05 percent.

Source: U.S. Department of Labor, Bureau of Labor Statistics: Unpublished data.

2.8
4.4

36.3

12.7

2.7
1.9

14.6

13.9

.7
1.0

30.8

(_/)

.4
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STATEMENT OF CONGRESSWOMAN PATRICIA SCHROEDER, U.S.
REPRESENTATIVE, STATE OF COLORADO --

Congresswoman SCHROEDER. Thank you.
Senator DURENBERGER. Pat, welcome. Thank you for being here.
Congresswoman SCHROEDER. Thank you very much for having

the-hearings. I'm very impressed with your 2 days of hearings. Do
you want me to just go ahead?

Senator DURENBERGER. Yes, please.
Congresswoman SCHROEDER. I would ask unanimous consent to

put my entire statement in the record.
Senator DURENBERGER. Without objection all of the written state-

ments will be made part of the record.
Congresswoman SCHROEDER. We on the House side just cannot

thank you enough for doing these 2 days of hearings. I speak on
behalf of the full 127 members of our Caucus in saluting you for
this early action and moving forward on the legislation.

I could go on about the many horror stories that we have all
heard. What this really is, as you all know because you helped put
it together is a legislative package for women who are continuing
to find out that it costs more to be women in our society. That
really does not seem fair in any- way, shape, or form. And so as you
know, and we all know, many, many hours were spent with our
staffs and ourselves putting together this package, or rather an
umbrella containing many, many different parts, and focusing on
the fact that the fastest growing poverty group in America today is
female. The feminization of poverty is very serious.

Obviously all of us at this table have a conflict of interest when
we talk about the feminization of poverty and we're very glad that
you on that side who don't really have a conflict of interest are still
helping. I think that's important. It's not women wanting to walk
in front of men or behind them, but walking alongside and finally
having the economics of that react in the same manner. One of the
areas that I have focused on the most in the bill, although they're
all terribly important, is the child support area. I think it was a
great movement in the whole country to make all divorces no fault.
They decided that it was a despicable scene to have families in the
court fighting over whose fault it was that a marriage came un-
wrapped. And so the no fault divorce really moved in a massive,
massive way.

The only problem is no one thought about doing no-fault child
support enforcement and as a consequence the anger that used to
be shed in the courts is falling out on trying to enforce child-sup-
port orders. The statistics on child-support enforcement are a na-
tional scandal. You know, if you could buy a car in Washington,
D.C., and drive it over to Maryland and not pay for it, people would
be real mad. And that is happening all arts of ways with child-
support enforcement.

I think you have all heard the statistics. You all know what
really happens, and the children become the pawns between a man
and a wife working out all sorts of other pieces of anger, and it's
not right. So we have made a massive move in the bill toward
trying to make this a No. 1 Federal priority. There have been
people who have summarized it as dead-beat dads. We don't really
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want it characterized that way. I think it's very important to char-
acterize it as what it is-a children's right to support, and chil-
dren's right to a better future. Children should not have to be in-
volved in all the intricacies and the emotional disputes going on
around a divorce.

Many other parts of the bill which will be addressed by my other
colleagues here are equally important. Child support and the taxes
around that, pensions and the problems of many women not find-
ing out they are a survivor or that they have survivor's benefits
until they are a survivor, and then it's a little late for all sorts of
reasons all across the board. We go on and see all the problems
with IRA. We have constantly told women in this society that what
they should do is stay home, take care of the children, work in the
home. The only problem is about 90 percent of them then find out
later on ha ha, the joke's on you. For that you get no financial re-
muneration. They can't have an IRA, they often don't have invest-
ing rights under pensions, they become the classic displaced home-
maker in many, many ways, and it's very difficult when you're
later on in life trying to deal with that. It's hard enough when
you're younger trying to deal with discrimination, but to suddenly
wake up at 55 or 60 or any age at that level and find out that you
aren't going to be taken care of all your life if you do your duty as
you were told, that you've got a lot of problems.

We hope that we see fast action on it in the Senate, and we
really again are very appreciative of your early hearings on the
Economic Equity Act.

[The prepared statement of Congresswoman Patricia Schroeder
follows:]

STATEMENT OF CONGRESSWOMAN PATRICIA SCHROEDER, COCHAIR OF THE
CONGRESSIONAL CAUCUS FOR WOMEN'S ISSUES

The Congressional Caucus for Women's Issues, which Congresswoman Olympia
Snowe and I co-chair, are pleased that the Senate Finance Committee has held
these two days of hearings on a top priority of the Caucus-the Economic Equity
Act. I know we speak on behalf of all 127 Members of the Caucus in asking for
action on the Economic Equity Act.

Women who write their horror stories to members of Congress these days are not
writing about abstract injustices, they are writing about specific wrongs done to
them.

A Virginia man walked out of his marriage, leaving his wife with a two-month-old
baby, a five-year-old girl and a seven-year-old disabled son. He remarried, and no
longer pays child support.

A widow in California was denied her husband's pension because he died of a
heart attack at 54, ten months before qualifying for early retirement at a company
where he worked 33 years.

A housewife in Minnesota cannot use her alimony to open an Individual Retire-
ment Account, even though it is her only source of income.

They are mothers who cannot collect child support, widows with no pensions,
homemakers flung into the job market with no skills, pregnant women cracking
under the strain of job and home.

Women's issues cannot be separated from the economy. Statistics starkly show
that women have a lower economic status than men, and that the inequalities exist-
ing between men and women are manifested most painfully in money matters-less
pay for women, discrimination against pregnant workers, unfair pension rules, lack
of money to raise children.

Women in Congress grew concerned about-the economic gains of the women in
our country. We became aware that women's issues were no longer just the ERA
and abortion. We discovered that the so-called "gender gap" is not sex-based; rather,
women vote differently because of their economic status.

25-711 0 - 83 - 5
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We grew concerned, and as members of the Congressional Caucus on Women's
Issues, we did something about that concern. We looked at the areas where women
make money. We looked at those areas where women need money to support them-
selves and their children. We looked at why women, and especially divorced women
with children and older women, are often poor.

And we discovered faulty laws, unfair practices and years of tradition in the work
place that keep women from economic equality. To combat that, the Economic
Equity Act was born.

This legislative package, introduced in March, corrects inequities in the law that
hurt the economic status of women-in private and public pensions, tax policy,
childcare, child-support enforcement and insurance.

The act has specific remedies for specific problems. Instead of saying 'help chil-
dren,' it toughens child-support enforcement. Instead of saying, 'help those poor dis-
placed homemakers,' it provides tax credits for employers who hire them.

A look at the statistics on women's economic status in the United States explains
why our society desperately needs specific answers to economic disparity.

Women who are financially dependent on men are vulnerable. Poverty is just a
man away. A California study of 3,000 divorced couples found that after a year of
divorce, the wife's income dropped by 73 percent while the husband's rose by 42 per-
cent.

Divorced women generally have custody of the children. And as female-headed
families increase, chances of being poor increase. Families headed by a woman grew
51 percent in the past decade and the number of persons in poor families headed by
women rose by 54 percent. The number of persons in poor families headed by men,
meanwhile, decreased by 50 percent.

Concerned women and men in Congress looked at the facts and figures about
women and the economy and decided to tackle the economic injustices in one pack-
age, though parts of the Economic Equity Act will be tacked onto other bills or pro-
posed as separate legislation.

The act has five parts, each addressing a different economic disparity. Representa-
tive Snowe will go through the act's five titles. However, I would like to note a new
addition to the Economic Equity Act this Congress-Title V on Child Support En-
forcement.

In the U.S. Commission on Civil Rights Report Disadvantaged Women and Their
Children, the lack of strong child support enforcement was mentioned as a crucial
factor in the feminization of poverty. Women who head single head of households
are familiar with this important economic issue.

Child support enforcement is critical for women who are raising their children
alone. When absent father shun their financial responsibilities, the mother suffers.
If mothers are forced onto welfare, the taxpayers suffer. In 1979, almost 50 percent
of female-headed families received Aid to Families with Dependent Children
(AFDC).

But the child suffers most in a house where lack of money is an everyday source
of tension. This section of the act toughens already existing laws concerning child
support and provides new remedies for the collection of support money.

In 1975, Congress established the Child Support Enforcement Program. It requires
each state to have an approved program of child support, but was designed primar-
ily as a means to recover AFDC money paid to poor mothers.

The Economic Equity Act would tighten the state enforcement programs to help
non-AFDC mothers collect their court-ordered support payments. Also under
present law, states can notify the Internal Revenue Service about parents who owe
support. That money can then be withheld from the absent parent's income-tax
refund. This now applies only to parents of children receiving AFDC. The act would
permit the withholding of tax refunds for all absentee parents.

The innovative part of this section requires that support payments automatically
be taken out of the salary of federal employees. The federal government is the larg-
est employer in the nation. Subtracting the court-ordered payments from federal
workers' checks would make a substantial contribution to child support collections.

Automatic withholding also drains away the uncertainty of child-support pay-
ments and guarantees that the child is financially taken care of, no matter how
bitter the divorce.

The Economic Equity Act brings into high relief the fact that Women's Issues
today are Economic Issues. When men ask: "What do women want?" We can show
them that we want equal pay, equal opportunity in the work place, equal access to
insurance, equal guarantees that in our old age.we won't suffer from poverty.

We want to work outside the home but also bear and raise children within the
home 'and not be penalized on the job for o5ur dual roles. We want the fathers of our
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children to share in the cost of raising those children. We want men to see that
women pay equal taxes, and in return, we want equal rights and equal benefits.

Senator DURENBERGER. Thank you very much. Next on my list,
Geraldine Ferraro.

STATEMENT OF HON. GERALDINE A. FERRARO, U.S.
REPRESENTATIVE, STATE OF NEW YORK

Congresswoman FERRARO. Thank you, Mr. Chairman. I want to
start by thanking you for holding these hearings on the Economic
Equity Act and pension reform. The Equity Act, as we know, is a
bipartisan House and Senate effort to improve the economic condi-
tion of women in America, be they single or married, young or old,
lifelong homemakers or women who work outside the home.

This committee has already, I know, heard testimony about the
range of women's economic problems. These problems follow
women into their old age, making women's retirement years a time
of increased poverty, not a golden age of financial opportunity and
security.

I'm here today to discuss two particular sections of the Equity
Act which are the pension piece and the spousal IRA. Since Chair-
man Dole and I have been singled out for pension sainthood-or at
least a lot of mail-by financial columnist Sylvia Porter, I will
start with the proposed pension reforms.

Let me make it clear what this legislation does not do, first of
all. It does not solve, for men or women, the three biggest reasons
why retirees receive no pensions, or very sinall ones. These reasons
are 10-year vesting, lack of pension portability and benefits integra-
tion with social security. The pension legislation contained in the
Equity Act is a first step. It would require our private pension
system to recognize the contribution women make to our economy
and to take into account women's unique work patterns-patterns
which revolve around child rearing and other family responsibil-
ities.

The fundamental goal of my pension bill is to require private
pension plans to provide benefits to surviving spouses. Like Chair-
man Dole's pension bill, S. 19, my bill would allow a pension par-
ticipant to waive survivor benefits only with the notorized written
consent of his or her spouse.

Some 60 percent of pension participants now choose plans with
no survivor benefits. It is clear from testimony I have heard and
letters I've received from all over the country that many widows do
not find out about their lack of pension rights until after the funer-
al. What we're suggesting is that they be notified ahead of time.
I've been told that might lead to a higher divorce rate in our coun-
try, but so be it.

My bill has two additional provisions which seek to close loop-
holes that now prevent many thousands of widows from receiving
survivor pension benefits.

A survivor benefit would have to be paid to the spouse even if
the vested worker dies before early retirement age. The benefits
would begin on the date the worker would have reached that age,
had he lived.
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A survivor benefit would have to be paid even if the covered
worker dies of natural causes within 2 years of electing joint and
survivor benefits.

A 1978 Labor Department study of survivor benefit legislation es-
timated that between 9,000 and 15,000 survivors of workers who
died before early retirement would be added each year, at an extra
cost, to plans or to participants, of about 1.8 percent of current pen-
sion costs.

The number of women affected is small but the impact on their
lives is absolutely enormous We had hearings last week in the
Aging Committee. EBRT, a group which has group testified before
this committee as well, said it's only a small number. Well, if it's
one-half million people, it's one-half million people that are suffer-
ing from these inequities, and to those women this is a big thing in
their lives.

My legislation, like Chairman Dole's bill, amends ERISA to
make age 21 the age at which an employer must permit a worker
to participate in the company plan, earn credit toward vesting and
accrue benefits. This is especially important for women, whose
higher labor force participation rate-70 percent-occurs between
the ages of 20 and 24. EBRI, in its hearings before our committee
and again here yesterday, called this provision impractical. Again,
I would just look to the fact that it is a matter of equity, a matter
of equity to one-half million people which I don't think is too small
or too insignificant a number. I believe young workers deserve
credit for every year of service they have given their company in
good faith.

The divorce provisions of both bills affirm that marriage is
indeed an economic partnership in which the work of the spouse at
home makes possible the work of the spouse outside the home.
Both bills, in different ways, seek to assure that parents are not
punished with future pension loss for taking time out for maternity
or paternity. Like military service, childbearing and childrearing
are clearly important public purposes.

The other section of the Economic Equity Act I'd like to discuss
briefly is the section that expands spousal IRA's. IRA's are becom-
ing an increasingly important piece in the private pension puzzle.
Yet a full- or part-time homemaker's access to IRA's is extremely
limited. This section would permit each spouse to deposit up to
$2,000 a year in an IRA as long as one of the spouses earned at
least $2,000 that year, and it would define alimony payments as
earnings for the purpose of opening and maintaining an IRA. Now,
IRA critics may argue that this bill would double the ability of
wealthy families to defer taxes while doing little to assure retire-
ment income for poorer families. Let me respond. For most full- or
part-time homemakers, wealth is directly linked to their marriage.
A death or divorce can leave them dependent on-social security. I
personally know elderly widows who live in homes with a market
value of half a million dollars or more who don't have the money
to heat them.

The purpose of IRA's is to give Americans a source of retirement
income other than social security, and it is only fair that we give
full recognition to the work of the homemaker. Nor should we pe-
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nalize the homemaker who earns a very tiny amount of money 1
year by denying her full access to an IRA.

Middle-income families may not be able to contribute to an IRA
each year, and they may not be able to contribute the full amount
in any year. But they should have equal access to these opportuni-
ties for savings.

Again, I too want to thank you, Mr. Chairman, and the Finance
Committee for permitting me to testify today. The Economic Equity
Act is, I believe, a sensible, practical approach to a broad range of
inequities facing women in today's economy.

I agree with my colleague from Maine, however, that it is only
one piece. We should at the same time not forget the other parts
that will lead to true economic equity for women-the equal rights
amendment, equal employment opportunity, enforcement of the
Equal Pay Act and so on. I do want to thank you both for your
time.

[Prepared statement of Congresswoman Ferraro follows:]

STATEMENT OF CONGRESSWOMAN GERALDINE FERRARO

Mr. Chairman, I want to start by thanking you for holding these hearings on the
Economic Equity Act and pension reform. The Equity Act is a bipartisan, House/
Senate effort to improve the economic condition of women in America, be they
single or married, young or old, lifelong homemakers or women who also work out-
side the home.

This Commitee has already, I know, heard testimony about the range of women's
economic problems. These problems follow women into old age, making their retire-
ment years a time of increased poverty, not a golden age of financial security.

I am here today to discus the two sections of the Equity Act which I am sponsor-
ing in the House. They are the Spousal IRA and the Private Pension Reform sec-
tions of Title I of the Equity Act.

Since Chairman Dole and I have been singled out for pension sainthood-or at
least a lot of mail-by financial columist Sylvia Porter, let me first discuss the pro-
posed pension reforms.

Let me make it very clear what this legislation does not do. It does not solve, for
men or women, the three biggest reasons why retirees receive no pensions, or very
small ones. These reasons are 10-year vesting, lack of pension portability and bene-
fits integration with Social Security.

The pension legislation contained in the Equity Act is a first step. It would re-
quire our private pension systems to recognize the contribution women make to our
economy and to take into account women's unique work patterns-patterns which
revolve around child-rearing and other family responsibilities.

The fundamental goal of my pension bill is to require private penson plans to pro-
vide benefits to surviving spouses.

Like Chairman Dole's pension bill, S. 19, my bill would allow a pension partici-
pant to waive survivor benefits only with the notorized written consent of his or her
spouse.

Some 60 percent of pension participants now choose plans with no survivor bene-
fits. It is clear, from testimony I have heard and letters I've received from all over
the country, that many widows do not find out about their lack of pension rights
until after the funeral.

My bill has two additional provisions which seek to close loopholes that now pre-
vent many thousands of widows from receiving survivor pension benefits.

A survivor benefit would have to be paid to the spouse even if the vested worker
dies before early retirement age. The payments would begin on the date the worker
would have reached that age, had he lived.

A survivor benefit would have to be paid even if the covered worker dies of natu-
ral causes within two years of electing joint and survivor benefits.

A 1978 Labor Department study of survivor benefit legislation estimated that be-
tween 9,000 and 15,000 survivors of workers who died before early retirement age
would be added each year, at an extra cost-to plans or to participants-of about 1.8
percent of current pension costs.
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The number of women affected is small but the impact on their lives is enormous.
I see no reason why pension plans should profit from a windfall that depends on
pensioners dying at the "wrong time."

My legislation-like Chairman Dole's bill-amends ERISA to make age 21 the age
at which an employer must permit a worker to participate in the company plan,
earn credit toward vesting and accure benefits.

This is especially important for women, whose highest labor force participation
rate-70 percent-occurs between the ages of 20 and 24.

EBRI, the employer-funded pension research institute, in hearings before the
House Aging Committee last week and again here yesterday, called this provision
impractical and said it would help less than half a million workers.

Clearly, this provision would not help as many young workers gain pension bene-
fits as would a reduction in the number of years required for vesting. But a half
million is not an insignificant number. And I believe young workers deserve credit
or every year of service they have given their company in good faith.

The divorce provisions of both bills affirm that marriage is indeed an economic
partnership where the work of the spouse at home makes possible the work of the
spouse outside the home.

Both bills, in different ways, seek to assure that parents are not punished, with
future pension losses, for taking time out for maternity or paternity. Like military
service, child-bearing and rearing are clearly important public purposes.

The other section of the Economic Equity Act I would like to discuss briefly is the
section expanding spousal IRAs. IRAs are becoming an increasingly important piece
in the private pension puzzel. Yet a full or part-time homemaker s access to IRAs is
extremely limited.

This section of the Act would permit each spouse to deposit up to $2,000 a year in
an IRA, as long as at least one of the spouses earned at least $2,000 that year. Arid
it would define alimony payments as earnings for the purpose of opening and main-
taining an IRA.

IRA critics may argue that this bill would double the ability of wealthy families
to defer taxes while doing little to assure retirement security for poorer families.

Let me respond. For most full or part-time homemakers, wealth is directly linked
to their marriage. A death or divorce can leave them dependent on Social Security.
I personally know elderly widows, who live in homes with a market value of half a
million dollars, who don't have the money to heat them.

The purpose of IRAs is to give Americans a source of retirement income other
than Social Security. It is only fair that we give full recognition to the work of the
homemaker. Nor should we penalize a homemaker who earns a very tiny amount of
money one year by denying her full access to an IRA.

Middle income families may not be able to contribute to an IRA every year, nor,
perhaps contribute the full amount in any year. But to extent they do find opportu-
nities for savings, homemakers should have equal access to these opportunities.

Mr. Chairman, I again want to thank you and the Finance Comi-nittee for permit-
ting me to testify here today. The Economic Equity Act is a sensible, practical ap-
proach to a broad range of inequities facing women in today's economy.

STATEMENT OF HON. BARBARA B. KENNELLY, U.S.
REPRESENTATIVE, STATE OF CONNECTICUT

Senator DURENBERGER. Thank you very much. Barbara.
Congresswoman KENNELLY. Thank you very much, Mr. Chair-

man. I have read some of the testimony that you have already had
before this committee and it's absolutely excellent, and I am going
to focus, as our co-chair Congresswoman Schroeder did, on the
Child Support Enforcement Improvements Act of the Economic
Equity Act. It's my pleasure to tell you this morning that as a
member of Ways and Means and as a member of the Subcommittee
on Public Assistance, we are going to have hearings on this act-
this piece of the act. I think one of my greatest bargaining chips in
trying to get time for those hearings was the fact that you are
holding these hearings on the Senate side. I can't thank you more
than just to sit here and say thank you very much because you
were a big part in letting me get this time.
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I'm here to tell you, as you know and I know, but we have to
keep repeating it, that it's imperative that we make improvements
in child support enforcement. The level of compliance with court
orders to pay child support in this country is a disgrace. It is easier
for parents to evade their responsibilities to their children than it
is for them to evade their responsibilities for car payments. Only
35 percent of the women heading single families in 1978 were re-
ceiving child support payments. Fewer than 25 percent were receiv-
ing payments in full.

Our goals in developing these child support enforcement im-
provements are to strengthen the program and to be sure it is
working for all children entitled to child support payments. The
IV-D program gives us a foundation to build on and to see that
child support payments are collected in full and on time nation-
wide. But we do not have a program now that is anywhere near as
efficient or effective as we want it to be.

The Ford Motor Credit Co. cannot stay in business with a 35-per-
cent collection rate, and neither can most single parent families
stay off public assistance when an irresponsible former partner
won't pay. If we really want to turn around the numbers on the
cost of welfare, then we must turn around the perception in this
country, that irresponsible parents can get away with not paying
for child support. With more than 1 million divorces each year, and
that's why Congresswoman Ferraro said so be it-I think we are
the ones who have to address something that is part of our society,
unfortunately, today. Only half the children born today are expect-
ed to spend their entire childhood with both natural parents. It is a
very small percentage of what it was only a few years ago. It is no
surprise this issue is receiving increased attention, and it is for us
to respond to this attention.

In Connecticut, the Parents for Enforcement of Court Ordered
Support, PESCOS, began only 1 year ago, but has grown already to
5 chapters with 150 members. It has successfully pushed through
the State legislature an improved mandatory wage assignment law
that is now awaiting Governor O'Neil's signature.

For the women who belong to groups like PESCOS, we are not
talking about leisure time activity. These are single parents work-
ing sometimes two or three jobs. They don't have the luxury of
time or money to do a lot of lobbying. When they come to talk to
Government officials in Washington or back home in State capitols,
it's because they absolutely have to be there. When these women
talk about child support for their children, they are talking about
basic necessities as you well know-not the extras that so many of
us take for granted. The mean average collected by all families in
1978 was less than $3,000 a year.

When we look at this issue, we cannot sweep under the carpet
the fact that many of the women owed child support and their
former husbands feel angry, bitter, or humiliated. Onco you scratch
the surface of the child support issue, you realize you are digging
into something highly charged and very sensitive. Because of this,
the sponsors of the Child Support Enforcement Improvement Act
have aimed to include in the legislation measures that would dif-
fuse some of the conflict arising in the enforcement of child sup-
port orders, as well as to improve the program's efficiency. That is
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why we have insisted that child support in the States be handled
by a quasi-judicial or administrative agency. Not only will proceed-
ings be handled more expeditiously, but there will also be less of
the confrontational atmosphere that the courtroom inspires.

Again, diffusing emotion is one of the reasons why we have in-
sisted upon the establishment of clearinghouses. When support
payments are monitored accurately and impartially, there is less
opportunity for recriminations between former partners. No one
today underestimates the emotional trauma experienced by a
family at the time of divorce or separation. It is a time for us also
to become aware of the economic deprivation of children of divorce
and what they suffer. I believe this comprehensive child support
enforcement legislation will make a significant difference in the
lives of these children, and I know I don't have to urge this com..
mittee, but I think we're moving. I think we're making some prog-
ress in understanding that we can't totally rely on assistance pro-
grams. That is why this piece of the Women's Economic Equity Act
also focuses on non-AFDC parents who are not doing their duty,
and I just thank you today for letting us come, letting the records
show that we are interested. We know there are people out there
that are desperate for our help, and thank you for letting me be
here today.

[Statement of Representative Barbara B. Kennelly follows:]

STATEMENT OF REPRESENTATIVE BARBARA B. KENNELLY

Thank you for the opportunity to appear before the Senate Finance Committee
today. I know you have heard from many impressive witnesses and, as I have had
the opportunity to read some of this afternoon's testimony already, I know you will
receive equally valuable information today. in the interest of time, I will keep my
remarks to a minimum and focus on the Child Support Enforcement Improvements
section of the Economic Equity Act.

Before I begin, I want to inform you that the Public Assistance Subcommittee of
Ways and Means, on which I serve, is planning hearings on the Child Enforcement
section of the Economic Equity Act for sometime in July. I am happy to report that
there is growing interest in the issue among members of the Committee. Already
eight members of Ways and Means are cosponsors of this section as introduced in a
separate bill, and I hope more will be coming on board shortly. With your help, the
House and Senate will surely be able to work together and enact improvements in
the child support enforcement program this year.

It is imperative that we do make improvements in child support enforcement. The
level of compliance with court-orders to pay child support in this country is a dis-
grace. It is easier for parents to evade their responsibilities to their children than it
is for them to evade their responsibilities for car payments. Only 35 percent of the
women heading single parent families in 1978 were receiving child support pay-
ments. Fewer than 25 percent were receiving payments in full. Our goals in develop-
ing these child support enforcement improvements are to strengthen the program
and to be sure it is working for all children entitled to child support payments. The
IV-D program gives us a foundation to build on to see that child support payments
are collected in full, and on time, nationwide, but we do not now have a program
that is anywhere near as efficient or effective as we want it to be.

The Ford Motor Credit Company cannot stay in business on a 35-percent collec-
tion rate; and neither can most single parent families stay off public assistance
when an irresponsible former partner won't pay. If we really want to turn around
the numbers on the cost of welfare than we must turn around the perception in this
country that irresponsible parents can get away with not paying child support.

With more than one million divorces each year, and with only half the children
born today expected to spend their entire childhood with both natural parents, it is
no surprise this issue is receiving increased attention in the media and that groups
are quickly forming to lobby for better state law on child support enforcement. In
Connecticut, the Parepts for Enforcement of Court Ordered Support (PECOS) began
only one year ago, but has grown already to 5 chapters with over 150 members. It
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has successfully pushed through the state legislature and improved wage assign-
ment law that is now awaiting the Governor's signature. For the women who belong
to groups like PFCOS, we are not talking about a leisure time activity. These are
single parents, working sometimes two or even three jobs. They don't have the
luxury of time or money to do a lot of lobbying. When they come to talk to govern-
ment officials in Washington or back in State capitols, they are there because they
absolutely have to be. When these women talk about child support for their children
they are talking about basic necessities, not the extras that you and I take for
granted. The mean average collected by all families in 1978 was less than $2,000 a
year.

When we look at this issue we cannot sweep under the carpet the fact that many
of the women owed child support and their former husbands feel angry, bitter, or
humiliated. Once you scratch the surface of the Child Support issue you realize you
are digging into something highly charged and very sensitive. Because of this the
sponsors of the Child Support Enforcement Improvements Act have aimed to in-
clude in the legislation measures that would defuse some of the conflict arising in
the enforcement of child support order, as well as improve the programs efficiency.
That is why we have insisted that child support in the States be handled by quasi-
judicial or administrative agencies. Not only will this mean proceedings are handled
more expeditiously, there also will be less of the confrontational atmosphere that
the courtroom inspires. Again, defusing emotion is one of reasons why we have in-
sisted upon the establishment of clearinghouses. When support payments are moni-
tored accurately and impartially, there is less opportunity for recriminations be-
tween former partners.

No one today underestimates the emotional trauma experienced by a family at
the time of divorce or separation. It is time for us also to become aware of the eco-
nomic deprivation children of divorce too often suffer. I believe this comprehensive
child support enforcement legislation will make a significant difference in the lives
of these children and I urge the Committee to consider the bill favorably. Thank
you again.

Senator DURENBERGER. Thank you very much, and again, let me
repeat the gratitude that we feel for you. There are only 2 women
in the U.S. Senate and they are, I guess, 2 out of 12 or something
like that out of 1,700 and some Senators that we have had over the
years, and while obviously the quality is high, there is something
to be said for numbers so we are obviously grateful for a couple of
things: No. 1, your numbers are so much larger over there, and
your ability to articulate a lot of these problems is superior to any
of us males no matter how great we may think the issue.

Yesterday was sort of a frustrating day. We spent a lot of the
time in the pension area, and by the end of the day I was getting
the impression that the opponents had developed some kind of a
notion that we sit here with some stereotypes of the working
woman, and we are trying to take that stereotype and do some-
thing about it legislatively and they look at their actuarial tables
and their statistics and they say hey, your old stereotype of the in
and outer and all that sort of thing has blown away. Women are
now coming out of the home, into the work force and they are
going to work these 40-year careers and so forth just like the
males, so we don't need any of that stuff.

Fortunately, the point that all of you have made about getting us
off of that sort of averaging that actuarial computation of what
we're doing and get down to real cases. I was really grateful for
whoever set up the agenda, that the Chamber of Commerce witness
was followed directly by a widow and a woman who is about to be a
widow, who could testify to the survivorship problems. I mean, it
looks relatively minor in a piece of legislation. It looks like it
doesn't affect a lot of people. The fact of the matter is that it does
affect people, and the people that it affects are all women. I don't



68

know how that notion can be gotten across in this country so that
we can get a few more Senators to come to these hearings, you can
get hearings more quickly on the House side and we can do some-
thing about passing this bill.

So all I can do is again to thank you and to encourage you, to let
you know that we on this side very much need your help. This is a
totally nonpartisan effort. There just isn't any politics anywhere
that I can find in this process and maybe since this is approaching
an election year, that's the wrong way to go about it. Maybe we
ought to politicize this thing or something like that. But I don't
think anybody who has been involved in it as long-Bob Packwood
has been at this so much longer than any of the rest of us-but as
long as we have been at it, nobody wants it politicized, but for some
reason or other nonpolitical things just don't have the same kind of
momentum, but despite that frustration, I appreciate your being
here and Bob, do you have questions or comments?

Senator PACKWOOD. I want to ask Olympia one question. Dave in-
dicated how long I'd been at this. I've been at it long enough to see
the pendulem swing both directions on taxation of head of house-
holds and singles vis-a-vis marriage and we came reasonably close
to equalizing it around 1973. It progressed from $1,600U and $1,800,
or from $1,900 and $2,200, and then it started to spread apart again
between the heads of households and the singles and the marrieds.
How do we overcome the argument that is used-if it's equalized,
then you get the argument about the marriage penalty and the sit-
uation with two 30-year-old people, maybe they're both heads of
households, maybe not, and it's cheaper for them to live together
than to get married, and you recall with Congresswoman Fenwick
and Senator Mathias and the marriage penalty tax and indeed, we
widened it to take care of that inequity. And I did once see some
figures but they're completely unacceptable. The only way to equal-
ize it is you give everybody the benefit of the lowest possible tax
whether they are married, single, or heads of households, even
though, that would cost the Treasury $32 or $33 billion a year.

Congresswoman SNOWE. I agree that there does exist a problem,
but I do believe it's a slight problem. It may slightly increase the
marriage penalty, but overall I-think we still have to underscore
the argument that we are talking about equality, and you're really
putting people who are heads of households at a tremendous disad-
vantage. The Tax Code cannot possibly compensate the two wage
earners in the family, and it simply does put them in a financially
disadvantageous position. I know that at one point the head of
household zero bracket amount was equal to the amount and for
married couples, we did have this argument about the marriage
penalty. We are trying to resolve that issue-through the tax bill
that we passed last year.

But I think we can't put the burden on the person who happens
to be a head of household especially when they are increasing in
greater numbers than ever before.

Senator PACKWOOD. I think that's probably the fairest way to
answer it because the only time one gets the marriage penalty in
any kind of extremity is when there are two people making rough-
ly the same amount in income, mean; a man and a woman that are
making around $20,000 to $35,000 a year apiece, and they get mar-
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ried. Far be it for me to say that anybody's adequately well off in
making certain amounts of money, but in comparison to the single
arent with one income, as to whether or not that person is harder
it than the married couple jointly making $40,000 to $60,000-I

don't think there's any comparison.
Congresswoman FERRARO. Senator, if I could just make one com-

ment about your concept. When I was first elected and first ran for
office in 1978, I did not run as a feminist. I ran as a tough prosecu-
tor from New York City. My slogan was "Finally a Tough Demo-
crat," which really just blew the minds of every other Democratic
elected official in the county. But when I got down here, I started
to look at the problems that were coming to me from my constitu-
ents. I represent the oldest median age congressional constituency
in the State of New York. I have over 100,000 senior citizens.
They're blue collar ethnics, middle-class hardworking people who
have pinched pennies all their lives. Many of them are women who
have done the traditional thing of staying home. A good number of
these women are living on social security alone, and a good number
of them are paying taxes on homes that they've owned for two and
three generations, and they're just not making it. They're too
proud to go for food stamps or for any other assistance that this
Government provides for them. Those are the people that we're
looking at. We've got to do something about having them partici-
pate in pensions. We have got to do something about giving them
the ability to save in an individual retirement account, I don't care
if anybody comes in and says the number is small. My response is,
"I don't care how small it is."

We her the argument that there won't be meaningful benefits.
Well, to a woman who's getting only a couple of hundred dollars a
month from Social Security, even if it's $25 or $30 from a pension
plan a month, it may not be meaningful to the people who are
writing those models that they're working with, but it's meaningful
to her. And I think that the importance of the legislation, as you
pointed out, is the fact that it does deal with human problems.
There is a distinct class of people, in this country who are being
severely affected by the economic situation. I think that the admin-
istrative costs that the pension plans will throw up at us, those are
negligible compared to human suffering that is going on. I think
that the costs to the Treasury-we've done a cost analysis of these
bills-that's negligible too. So I would urge your committee to
move forward with this legislation and we'll attempt to do so in the
Hotise as well.

Senator DURENBERGER. Well, thank you all very much. I appreci-
ate your testimony and your efforts on behalf of this legislation.

Next we will have a panel-unless Arlen Specter is out there
somewhere and I don't see him-we will have a panel consisting of
Ralph G. Neas, executive director, the Leadership Conference on
Civil Rights, Washington, D.C.; Donna Lenhoff, associate director
for legal policy and programs, Women's Legal Defense Fund;
Judith I. Ivner, the State attorney for NOW Legal Defense and
Education Fund; Johanna Mendelson-Dr. Johanna Mendelson, di-
rector of public policy for the American Association of University
Women; Warlene Gary, national officer of the Americans for
Democratic Action. We welcome all of you. Your statements will be
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made part of the record and we'll lead off with Ralph Neas, and if I
need to add to what others already know, there probably isn't any
part of this act that Ralph doesn't know because a long time ago
before we met, he was working on this effort to eliminate legisla-
tive and legal discrimination against women, and I am indebted to
him for having done all that work when he came to work for me
way back in the end of 1978, and the person who probably really
kicked off the effort to go and get this job done. Ralph, thank you
very much for being here.

STATEMENT OF RALPH G. NEAS, EXECUTIVE DIRECTOR,
LEADERSHIP CONFERENCE ON CIVIL RIGHTS

Mr. NEAS. Thank you, Mr. Chairman.
Mr. Chairman and members of the committee, my name is Ralph

Neas. I am the executive director of the Leadership Conference on
Civil Rights, a coalition of 165 national organizations representing
minorities, women, labor, religious groups, the disabled, and senior
citizens.

I very much appreciate the opportunity to testify today on behalf
of the leadership conference. For the Economic Equity Act is one of
the conference's top legislative priorities in the 98th Congress.
Indeed, for the past several months, scores of LCCR organizations,
along with many groups outside the conference, have been meeting
on a daily basis to help coordinate the national lobbying campaign
in support of this legislation.

The leadership conferen-c would like to commend Senator Dole
publicly for holding these hearings on economic equity issues. By
scheduling them early in the 98th Congress and by introducing his
own measures addressing sex discrimination in pensions and in the
Federal Code, he has demonstrated once again his commitment to
promoting fundamental fairness in our Nation's laws. We just hope
that his counterparts in the House of Representatives will quickly
follow the example of this committee.

The leadership conference owes a special debt of gratitude to
you, Senator Durenberger, and to you, Senator Packwood. For the
past 3 1/2 years, as coauthors of the Economic Equity Act, you have
provided the leadership that has guided this historic measure to
the forefront of congressional attention and consideration. Along
with the Congressional Caucus for Women's Issues, you are respon-
sible for legislation that now has more than 30 cosponsors in the
Senate and 130 cosponsors in the House of Representatives. The bi-
partisan congressional coalition that has rallied around the Eco-
nomic Equity Act reflects the type of effort that propelled the
Voting Rights Act Extension to such a stunning victory in the 97th
Congress.

Yesterday, several leadership conference organizations testified
on behalf of the Economic Equity Act, and more will follow today.
These groups will document in great detail the need for compre-
hensive legislation to remedy the pervasive problems of economic
equity in this country, and they will demonstrate in particular the
need for the passage of Senate bill 888. Therefore, on behalf of the
leadership conference, I would like today to just provide a brief
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overview of Some of the pension issues addressed by S. 888 and by
S. 19.

The private pension system as regulated by ERISA affects
women both in their roles as the wives of workers who participate
in pension plans and as women in the woi Yforce who seek to
become eligible for pensions of their own. Yet, current retirement
income policies fail to adequately take into account the valuable
economic contributions of women in their capacity as homemaker
and the unique employment patterns of women in paid employ-
ment.

These inequities bear partial responsibility for the economic
hardship facing most women when they reach the so-called golden
years. Both S. 19 and the private pension reforms included in S.
888 represent significant first steps in making our private pension
system more equitable toward women. Consistent-with the princi-
ple that marriage is an economic partnership, both bills would re-
quire that the plan participant and the spouse consent before a
survivor's benefit can be waived. And both would make explicit
provision for the division of accrued pension benefits at the time of
divorce.

In recognition of the fact that women enter the workshop at an
earlier age, S. 888 and S. 19 would reduce the minimum for partici-
pation from age 25 to 21. They also would liberalize current break-
in-service rules to avoid current penalties for the-worker who tem-
porarily leaves the work force due to child birth. However, we be-
lieve that the break-in-service provisions provided under S..888 are
more helpful to-women.

In addition, S. 888 provides a provision which would require pay-
ment of survivor's benefits to the spouse of a worker who was fully
vested.

Some important problems women face with respect to current
private pension practices are not addressed by either S. 888 or S.
19. Further changes that are needed include:

First, amending ERISA to require fewer years for full vesting.
Second, eliminating the use of sex-based actuarial tables in all

pension programs.
Third, changing the integration rules so that all covered employ-

ees would be assured an adequate pension benefit.
Fourth, instituting portability of vested pension credits from one

plan to another.
Mr. Chairman, the legislation now before the Senate Finance

Committee represents an historic first step in the march toward
eliminating sex discrimination in our Nation's economic life.
Indeed, perhaps no measure before this committee in this session
would benefit so many so much. Not just the millions of women
who are now victims of economic discrimination, but also the many
millions who will benefit far into the future.

It is also imperative that we point out explicitly the significance
of this set of hearings. For someday, when the history of economic
equity legislation is written, these hearings will be remembered as
a key event in the legislative process. For these 2 days signify the
commitment of the Senate Finance Committee to address these im-
po rtant issues and to set in motion the forces which will report
landmark legislation to the floor of the U.S. Senate. The Leader-
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ship Conference on Civil Rights is proud, honored, and grateful for
the chance to be a participant in these proceedings.

In the coming weeks, the Leadership Conference looks forward to
working with the Senators and staffs of the committee. We hope
that you will take advantage of the considerable expertise and the
resources that the member organizations of the coalition can pro-
vide. Together we can assure the expeditious consideration and en-
actment of this vital legislation and achieve another milestone in
furthering our Nation's irrevocable commitment to equality of op-
portunity for all our citizens.

Thank you, Mr. Chairman.
Senator DURENBERGER. Thank you very much.
Ms. Lenhoff?
[The prepared statement of Ralph G. Neas follows:]
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Statement of Ralph G.- Neas

Executive Director

Leadership Conference on Civil Rights

Regarding Senate Bill 888 and Senate Bill 19

June 21, 1983

Mr. Chairman and members of the Committee, my name is Ralph G. Neas.

I am the Executive Director of the Leadership Conference on Civil Rights, a

coalition of 165 national organizations representing minorities, women, labor,

religious groups, the disabled and senior citizens.

I very much appreciate the opportunity to testify today on behalf of the

Leadership Conferene. For the Economic Equity Act is one of the Conference's

top legislative priorities in the 98th Congress. -Indeed, for the past several

months, scores of LCGR organizations, along with many groups outside the Con-

ference, hava been meeting on a daily basis to help coordinate the national

lobbying campaign in support of this legislation.

Mr. Chairman, the Leadership Conference would like to commend you publicly

for holding these hearings on economic equity issues. By scheduling them early

in the 98th Congress and by introducing your own measures addressing sex discrimination

in pensions and in the Federal Code, you have demonstrated-once again'your commitment

to promoting fundamental fairness in our nation's laws. We just hope that your

counterparts in the House of Representatives will quickly follow your example.

The Leadership Conference owes a special debt of gratitude to Senator Dave

Durenberger, my former boss, and Senator Bob Packwood. For the past three and one-

half years, the Senate co-authors of the Ecopomic Equity Act have provided the

leadership that has guided this historic measure to the forefront of congressional

attention and consideration. Along with the Congressional Caucus fr ,1.i-4men's Issues,
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they are responsible for legislation that now has more than 30 cosponsors in the Sen,

and 130 cosponsors in the House of Representatives. The bipartisan congressional

coalition that has rallied around the Economic Equity Act reflects the type of effor

that propelled the Voting Rights Act Extension to such a stunning victory in the

97th Congress.

Yesterday, several Leadership Conference organizations testified on behalf of

the Economic Equity Act. And more will follow today. These groups will document

in great detail the need for comprehensive legislation to remedy the pervasive

crc:ers of economic inequity in this country. And they will demonstrate in partic

tne need for the passage of Senate Bill 885. Therefore, on behalf of the Leadersh"

Cofe-erce, I would like today to Drovide just a brief overview of the elements of

:he Economic Ecuity Act that are of particular interest to the Senate Finance Comm

Pensions

The private pension system as regulated by ERISA affects women both in

their roles as the wives of workers who participate in pension plans and as

women in the workforce who seek to become eligible for pensions of their

own. Yet, current retirement income policies fail to adequately take into

account the valuable economic contributions of women in their capacity as

homemaker and the unique employment patterns of women in paid employment.

These inequities bear partial responsibility for the economic hardship

facing most women when they reach the so-called golden years. Women are

741 of the-elderly poor; single women are 851 of all elderly people living

alone below the poverty line. The existence of a private pension is fre-

quently what distinguishes the women who do live in poverty from women who

do not, and currently, only 104 of elderly women ever receive pensions, with

their median income from this source being only $1400 per year.
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Both S. 19 and the private pension reforms included In S. 888 represent

significant first step,in making our private pension system more equitable toward

women. Consistent withthe principle that marriage is an economic partnership, both

bills would require that the plan participant and the spouse consent before a

survivor's benefit ran be waived. And both would make explicit provision for the

division of accrued pension benefits at the time of divorce.

In recognition of the fact that women enter-the workforce at an earlier age,

S. 888 and S. 19 would reduce the minimum participation from age 25 to 21. They

also would liberalize current break-in-service rules to avoid current penalties

for the worker who temporarily leaves the workforce due to childbirth. However, we

believe that the provisions provided under S. 888 are more helpful to women.

In addition S.888 includes a provision which would require payment of

survivor's benefits to the spouse of a worker who was fully vested. Under

current law, vested benefits can be forfeited back to the plan if the

worker dies before he retires, or if he dies within two years of choosing

survivor's benefits, if his death was from natural causes. Horror stories

abound about widows who lost pension benefits which their husbands worked

a lifetime to accumulate because of these two provisions. The Leadership

Conference believes that adequate protection of survivors benefits once

an employee has fully vested is crucial to any meaningful pension reform

effort.

Some important problems women face with respect to current private pension

practices are not addressed by either S. 888 or S. 19. Further changes that are

needed include:

1. Amending ERISA to require fewer years for full vesting. Current pension

plans, on the forfeiture of benefits by short-term workers, mostly women, to

subsidize benefits for longer-service employees, mostly men. Substantially

25-711 0 - 83 - 6
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lowering the minimum service requirements would help eliminate this inequity

and assure workers of their right to the benefits they have earned.

2. Eliminating the use of sex-based actuarial tables in all pension programs.

This blatantly discriminatory practice must be stopped.

3. Changing the integration rules so that all covered employees would be

assured an adequate pension benefit.

4. Instituting "portability" of vested pension credits from gne plan to

another. With lower vesting requirements, portability is necessary so workers do

not have small accrued benefits scattered in several different pension plans.

Portability would allow workers to change jobs without losing pension protection.

The problems in the private pension system will increase as our elderly

population grows and inflation increases. Federal laws and regulations governing

pension plans must bE reviewed and sicrificant steos taken to eliminate the

discrimination against women implicit in the present pension system. Simple just,

and common sense require that the pension system be changed so that all Americans

can look for-ward to their later years with the assurance of adequate financial

security.

Dependent Care

The dependent care tax credit is of vital importance to the millions of

families who must arrange for the care of their children or elderly or dis-

abled family members while they are working outside the home. It is of par-

ticular importance to women because they are the individuals most likely to

be faced with the responsibility of dependent care. Moreover, primarily

because of economic necessity, the number of women in outside employment is

increasing -- 43 million in 1980 expected to reach 60 million by the end of

tne decade. Access to affordable dependent care is crucial to ensure that

,woen have the same latitude as men to enter and continue in the job market,

particularly in these difficult economic times.
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In 1981, Congress replaced the previous flat rate credit for dependent

care with a sliding scale to give greater benefit to low-income households.

Currently, the Scale allows a 30% credit for dependent care expenditures up

to $2400 for taxpayers with incomes of $10,000 or less, decreasing to 20% for

those with incomes of over $28,000. However, a family earning $10,000 a

year would have to spend nearly one-fourth of its income to receive the maxi-

mum credit of $720. The Economic Equity Act would raise the scale to 50%

to provide a more realistic level of support to working families with depen-

dent care expenses. It would also make the credit refundable so that low

income families whose credit exceeds their tax liability will have full access

to tne credit.

The Economic Equity Act would also enable non-profit organizations pro-

viding work-related dependent care to be eligible for tax-exempt status.

And finally, the bill would provide 'seed money" to community based clear-

inghouses to meet the increasing demand for child care information and referral.

Child Support

Child support enforcement is a critical economic issue to women who

head single parent families. When absent fathers default on their respon-

sibility, the mother pays. If mothers go on welfare, the taxpayer assumes

the father's child support obligations. Only 35% of the 7.1 million women

bringing up children from an absent father receive any child support, and

only 24% receive full payment. In other words, 65% are raising their chil-

dren without any financial aid from the absent father. Can it be any sur-

-prise then that over I of all children in poverty live in female-headed

families, and 2/3 of children in female-headed families depend on AFDC?
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The current child support enforcement program requires, that states

develop a mechanism to recover child support payments for all children who

fail to receive support payments from parents. However, many states have

concentrated on seeking support payments from fathers whose children are on

AFDC. Title V of the EEA clarifies that states must make child support

enforcement efforts on behalf of non-AFDC families, as well as establish

certain procedures to improve collections for all families.

Title V would also create a procedure for automatic mandatory assignment

of wages and pensions for all federal civilian employees for the purpose of

paying court-ordered child support obligations.

More rax Reform

Heads of Households

Over 2/3 of single heads-of-households are women who alone face the

financial obligations of supporting dependents and maintaining a house.

Current tax law discriminates against single heads of households by allowing

a smaller zero bracket amount ($2300) than married couples ($3,400) even

though both have the same kinds of responsibilities and financial obligations.

The EEA would raise the zero bracket amount for heads-of-households to that

of married couples filing jointly.

IRAs

Individual Retirement Accounts are essential to the retirement planning of mi

of Americans. Benefits of IRA participation, however, have been skewed heavily

toward working males and away from women who work in the home or in low paying

jobs. Consistent with the principle that marriage is an economic partnership,

the EEA would permit a homemaker with no earnings or lesser earnings of her

own to contribute to a spousal IRA as much as her husband may contribute. It

would ilso permit alimony to be treated as compensation for the purpose of

eligibility to open an IRA.
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Displaced Homemakers

An estimated 3.3 million women are displaced homemakers--women who have

spent years in the home caring for family members and subsequently lost their

source of support through separation, divorce, or disability. In order to

help these women make the difficult transition from homemaker to wage earner,

the EEA would include displaced homemakers in the targeted jobs tax credit

program.

Conclusion

The legislation now before the Senate Finance Committee represents an

historic first step in the march toward eliminating sex discrimination in our

nation's economic life. Indeed, perhaps no measure before this Committee in

this session would benefit so many so much. Not just the millions of women

who are now victims of economic discrimination, but also the many millions

who will benefit far'into the future.

Mr. Chairman, it is also imperative that we point out explicitly the

significance of this set of hearings. For someday, when the history of eco..

nomic equity legislation is written, these hearings will be remembered as a

key event in the-legislative process. For these two days signify the commit-

ment of the Finance Committee to address important issues and to set in

motion the forces which will report landmark legislation to the floor of the

Senate. The Leadership Conference on Civil Rights is proud, honored, and

grateful for the chance to be a participant in these proceedings.

In the coming weeks, the Leadership Conference looks forward to working

with the Senators and staff of this Com-,itt.ee. We hope that you will take

advantage of the considerable expertise and the resources that the member

organizations of the coalition can provide. Together we can assure the

expeditious consideration and enactment of this vital legislation and achieve

another milestone infurthering our nation's irrevocable commitment to

equality of opportunity for all our citizens.
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STATEMENT OF DONNA R. LENHOFF, ASSOCIATE DIRECTOR FOR
LEGAL POLICY AND PROGRAMS, WOMEN'S LEGAL DEFENSE
FUND, WASHINGTON, D.C.
Ms. LENHOFF. Thank you.
Mr. Chairman and members of the committee, I appreciate your

providing me the opportunity to testify today on behalf of the
Women's Legal Defense Fund. The Women's Legal Defense Fund is
a tax-exempt, not-for-profit membership organization based in
Washington, D.C., and founded in 1971 to challenge sex-based dis-
crimination and to promote attention to women's concerns in the
legal system. We are also a member of the Leadership Conference
on Civil Rights.

Each year the Women's Legal Defense Fund receives and an-
swers over 4,000 telephone calls fr9m women in the metropolitan
area with questions about domestic relations matters. A great
many of these calls are from women who are experiencing difficul-
ty in obtaining adequate support for their children. For this reason
I will focus today only on the child-support provisions of the Eco-
nomic Equity Act. I understand that several of the other witnesses
on this panel will focus on the other areas, and so you will get
some specific indepth testimony from this panel as well as more of
an overview.

Our work in the field has convinced us that child support is an
issue vital to the economic and social well-being of women and
their children. We hear daily from women whose standard of living
has suffered a dramatic decrease as a result of marital breakup;
who feel unable adequately to support their children alone; who
are dismayed that the meager amounts that they were awarded by
the courts are not paid; who are unable to afford an attorney to
collect support for them, and who have lost faith in the ability of
the legal system to help them obtain what they and their children
are due and need so greatly.

On a national level, these individual stories make a composite
picture showing inadequate child support to be a major economic
and social problem for the well-being of women, children, and fami-
lies. Your committee is already familiar with the statistics that
show how serious an economic problem this is, and my written tes-
timony discusses it at greater length. The bottom line is that 60 to
80 percent of children eligible for child support receive none, and
even for those families who do receive some child support, it gener-
ally is not the major source of support for the children.

For approximately half the families receiving child support, pay-
ments were less than 10 percent of total family income.

It cannot be concluded that the reason for these statistics is that
the absent parents, generally the fathers, are unable to pay more
support than they do. A Colorado study found that two-thirds of fa-
thers were ordered to pay less per month for child support than
they paid for their car payments. A California study found that fol-
lowing divorce, men experienced a-42-percent increase on the aver-
age in their standard of living while women and their children ex-
perienced a 73--percent loss. A Cleveland, Ohio, study found that
most ex-husbands retained 80 percent of their former personal
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income after divorce, even after all alimony and child support were
paid.

Three principle problems explain these alarming national statis-
tics on the unjust economic suffering of women and children living
in mother-only households, on the functional level. First, many
mothers are never awarded a child-support order by the courts.
Second, when court support orders are issued, they are frequently
woefully inadequate and do not keep up with inflation. And third,
most mothers with child-support orders are unable to enforce them.

The child-support provisions of the Economic Equity Act address
each of these three major problem areas and require States to take
specific steps to address each.

We support the basic thrust of these provisions and I will discuss
several of the provisions in detail today. Our written testimony
covers most of the others as well.

The problem of the complete lack of a support award is particu-
larly acute for women who do not receive AFDC benefits, but are
unable to afford an attorney to establish or collect child-support
payments, and for women with out-of-wedlock children who must
prove paternity before their children are eligible for support.

The problem of non-AFDC recipients' need for representation in
these cases has grown particularly acute because of the cutback in
funding for the Legal Services Corporation, which has resulted in
drastic decreases in the legal representation previously available
for poor women in all domestic relations cases. Note that in the
Washington, D.C., area, attorneys charge anywhere from $60 to
$100 an hour for representation. A very large class of calls that we
get at the Women's Legal Defense Fund is from people who simply
cannot afford that, for whom it is simply not cost effective to get
the little amounts of child support that they have been awarded if
they have to pay attorneys' fees at that kind of a rate.

The Women's Legal Defense Fund thus welcomes the emphasis
in the proposed legislation on assuring compliance with obligations
to pay child support to each child in the United States; that is, to
ron-AFDC children as well as to AFDC children. To the extent that
these and other hearings reiterate Congress intent that all chil-
dren, and not only those receiving AFDC payments be served by
the program, they should be helpful in encouraging the Office of
Child-Support Enforcement to enforce this aspect of the program
and to drop efforts currently underway to have State programs em-
phasize AFDC collection efforts over non-AFDC efforts.

We further recommend revising section 501(a) of title V to omit
the phrase, "living with one parent," as children living with some-
one other than a parent also may need and be entitled to child-sup-
port payments. This language is more limited than the committee,
I am sure, intends.

Turning to the problem of establishing paternity, scientific ad-
vances have provided new and very sophisticated blood tests that
are highly reliable in proving paternity. In many States, however,
rules of evidence are still based on older and far less reliable blood
tests and therefore exclude their use to prove paternity although
they can be used to disprove it. Similarly, fathers may sometimes
refuse to cooperate in blood test efforts. The EEA provisions re-
quire States to allow use of highly reliable blood tests to prove pa-
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ternity and to provide for a default paternity proceeding if the
father refuses to cooperate.

We support the thrust of both of these provisions, but suggest
that the language be changed to require specifically that States
make the results of such tests admissible in evidence to prove pa-
ternity affirmatively. The second provision might require States to
allow proof of refusal to cooperate in blood testing to be an admis-
sion of paternity or to be affirmative proof of paternity.

In addition, a number of States still have statutes of limitation
on the filing of paternity actions. Because establishment of paterni-
ty is a prerequisite to entitlement to support, many nonmarital
children are effectively denied the possibility of support by these
statutes. The Supreme Court has ruled both 1 and 2 year statutes
of limitations unconstitutional in the cases of Mills v. Habluetzel
and Pickett v. Brown, the latter case decided very recently on June
6 of this year.

Senator DURENBERGER. Are you getting close to a conclusion, be-
cause--

Ms. LENHOFF. My time is running-is that the problem?
Senator DURENBERGER. Yes.
Ms. LENHOFF. OK. Let me then turn specifically to one of the

points that I would like to emphasize, which has to do with the
problems of support awards in inadequate amounts and inconsist-
ency in support awards.

To address this problem, the bill requires States to establish an
objective standard to guide in the establishment of support obliga-
tions such that in comparable amounts of support are awarded in
similar situations. However, this provision embodies a cost-sharing
approach to determinations of support, which is based on the as-
sumption that the costs of raising a child are fixed and measurable
and should simply be split between the parties. The problem with
this approach is that if the children reside with the mother whose
earning power, income, and resources are likely to be more limited
than the father's, then the cost of their support will be similarly
lower than it would have been before the divorce. By starting with
a low assumed standard of living, the cost-sharing approaches en-
courages a low child-support award and perpetuates the too low
standard of living.

In contrast, a resource-sharing approach benefits the children
proportionately from the resources of each parent. In other words,
with a resource-sharing approach, children would not suffer a de-
cline in their standard of living in the event of divorce.

While the EEA r-iires that States have guidelines for deter-
mining the amount of support it embodies the less preferable cost-
sharing approach. This is a severe problem. We would prefer a re-
quirement in the EEA that States establish guidelines to embody
the resource-sharing approach. But in the alternative, we suggest
that the provision be dropped from the-ill altogether and that a
requirement be substituted that the Office of Child Support En-
forcement conduct or commission a thorough study of support
sidelines so that there can be a data base and a research base for
states to use to establish more equitable guidelines.
Senator DURENBERGER. Now we're at the conclusion?
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Ms. LENHOFF. Yes; my written testimony talks at greater length
about the specifics of the legislation and our concerns.

Senator DURENBERGER. It will all be made part of the record.
Ms. LENHOFF. Thank you.
Senator DURENBERGER. Thank you. I probably neglected to make

the point that all of your written statements will be made part of
the record.

The next witness, Ms. Avner.
[The prepared statement of Donna R. Lenhoff follows:]
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TESTIMONY OF

DONNA R. LENHOFF

ON BEHALF OF

THE WOMEN'S LEGAL DEFENSE FUND

Chairman Dole and members of the Senate Conittee

on Finance, I appreciate the opportunity to testify before

you today on the child support provisions of the Economic

Equity Act on behalf of the Women's Legal Defense Fund.

WLDF is a tax-exempt, not-for-profit membership organization

based in Washington, D.C. and founded in 1971 to challenge

sex-based discrimination and to promote attention to women's

concerns in the legal system.

Each year the Women's-Legal Defense Fund receives

and answers over 4,000 telephone calls from women in the

Washington, D.C. metropolitan area with questions about

domestic relations matters. A great many of those calls

are from women who are experiencing difficulty in obtaining

adequate support for their children. The Fund provides

pro bono legal representation to women with precedent-setting

cases. WLDF has worked extensively with battered women

through a shelter program and through paralegal advocacy;

many of these women experience support problems as a critical

barrier in setting up new safe households. In addition,

WLDF volunteers have worked with local courts and organizations

on child support issues.

The Child Support Problem

Our work in this field has convinced us that child

support is an issue vital to the economic and social well-

being of women and their children. We hear daily from

women whose standard of living has suffered a dramatic

decrease as a result of marital breakup; who feel unable
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adequately to support their children alone; who are dismayed

that the meager amounts they yere awarded by the-courts

are not paid; who are unable to afford an attorney to collect

support for tIem; and who have lost faith in the ability

of the legal system to help them obtain what they and their

children are due and need so greatly. We hear, too, about

the rent that is unpaid, the imminent move to less expensive

housing and the second job the mother has had to take,

leaving her children unsupervised longer hours at home

because child support is inadequate.

On a national level these individuals' stories make

a composite picture showing inadequate child support to

be a major economic and social problem for the well-being

of women ard children.

A study conducted by the Bureau of the Census in 19761

found that there were 18.3 million people in the United

States living in families which included a divorced, separated,

remarried or never married woman. The poverty rate for

these persons was 27 percent in comparison with 8 percent

nationally for all persons in families. For people in

these families, mostly women and children, receipt of any

child support was a significant factor in determining their economic

well-being. Of the 18.3 million people, only 13 percent

of those in families with child support were poor, compared

to 32 percent of those families without child support.
2
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Support of Children Actually Falls on the Person With Whom

They Live

Whatever our stated policy may be, we as a society

have made a de facto decision that the support of children

should be borne by the person with whom the child is living,

usually the mother. In fact, research data have repeatedly

suggested that 60 to 80 percent of children eligible for

child support receive none.3 The Bureau of the Census

study cited before found that only one-fourth of the 4.9

million divorced, separated, remarried or never married

mothers actually received any child support payments at

all.
4

Even for those families who do receive some child

support, it generally is not the major source of support

for the children.5 The Census Bureau study found that

60 percent of the families in which some support was paid

received less than $1,500 altogether for the year,6 which

is less than half of the annual cost of raising a single

child at a moderate cost level according the U.S. Depart-

ment of Agriculture statistics. Of course, the payment

was often for more than-one child.

Child support payments constitute an insignificant

part of their income even for those women who do receive

payments. For approximately half the women receiving support,

payments were less than 10 percent of total family income.

Only 5 percent obtained more than half their family income
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7from child support. In addition, since women earn so

much less than men, the children's standard of living is

far less than it would be were they receiving substantial

and fair support from their fathers as well as their mothers.

Social/Psychological Impact of Inadequate Child Support

The impact of the lack of child support is not economic

alone. There is also a serious psychological and social

impact on women and children. There is growing evidence

to suggest that children from broken homes are no more

likely to suffer adverse social consequences such as criminal

behavior or academic failure than their friends from intact

homes so long as the divorce or separation does not effect

the economic status.8 This, of course, is infrequently

the case.

In fact, a pioneering study by Drs. Judith Wallerstein

and Joan Kelly of sixty divorcing families found that the

sharp decline in the mother's standard of living led to

a series of very dramatic consequences for her children.
9

Mothers who were under extreme pressure to earn money worked

longer hours at work and at home and had less time for

their children; other family members did not make up the

time. Lower income also neant a move to a new home for

nearly all of the children with the consequent disruption

of neighborhoods, friends and schools. Many of the children

were moved three or more times within five years. The

researchers also found that when there was a great disparity
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between the incomes of the father's and the mother's house-

holds the children experienced a pervasive sense of depriva-

tion and anger.

Fathers Are Able to Pay More

It should not be concluded that fathers are unable

to pay more support than they do:

A Colorado study found that two-thirds
of fathers were ordered to pay less
per month for child support then they
paid for their car payments. 10

A California study found that following
divorce, men experienced a 42% increase
in their standard of living while women
experienced a 73% loss. 11

A Cleveland, Ohio study found that
most ex-husbands retain 80 percent
of their former personal income after
divorce, even after all alimony and
child support were paid. 12

Another California study of divorces
of couples who had been married eighteen
or more years found that the ex-husband
and his new household had more than
double the disposable income per person
than did the ex-wife and her household,
even assuming all support payments
were made and taking into account the
ex-husband's new dependents. 13

Major Problem Areas

Our experience suggests that three principal problems

explain the alarming national statistics on the unjust

economic suffereing of women and children living in mother-

only households, on the functional level. Legislation

can address each of these problems.

First, many mothers are'never awarded
a child support order by the courts.
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Second, when court support orders are
issued, they are frequently woefully
inadequate and they do not keep up with
inflation.

Third, most mothers with child support

orders are unable to enforce them.

The Economic Equity Act

The child support provisions of the Economic Equity.

Act address each of these three major problem areas and

require states to take specific steps to address each.

While WLDF has problems and disagreements with some of

the specific provisions, which will be discussed later,

we support the basic thrust of the child support provisions.

a. The problem of no support award

One of the major problems the Act addresses is the

problem of the complete lack of a support award. This

problem is particularly acute for women who do not receive

AFDC benefits but are unable to afford an attorney to establish

or collect child support payments and for women with out-

of-wedlock children who must prove paternity before their

children are eligible for support.

Support awards for non-AFDC recipients

The child 'support collection problems of women who

do not receive AFDC benefits is of particular concern.

Although Title IV-D has required services to non-AFDC

recipients since its original passage in 1974, this obligation

has been woefully unmet and unenforced. Although collecting

support for non-AFDC recipients has the potential for keeping

many families from requiring public assistance and serves
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other important purposes, the emphasis of the program has

been on collecting benefits for AFDC recipients where cost-

savings to the states are greatest and easier to measure.

For example, a federal court recently found that '-uder

the North Carolina Child Support Enforcement Plan, non-

welfare cases have been excluded from legal services provided

to welfare recipients. In addition, local child support

enforcement offices have denied all services to non-welfare

families by refusing to take applications from them; where

applications were taken, local offices failed to process

non-welfare as effectively as welfare cases.

The problem of representation in these cases has grown

particularly acute because the cutback in funding for the

Legal Services Corporation has resulted in drastic decreases

in the legal representation previously available for po-or

women in all domestic relations cases.

For all of these reasons, WLDF welcomes the emphasis

in the proposed legislation on assuring "compliance with

obligations to pay child support to each child in the

United States." (Section 501(a)(a).) To the extent these

and other hearings can reiterate Congress' intent that

all children and not only those receiving AFDC payments

be served by the program, it Ahould be helpful in encouraging

the Office of Child Support Enforcement to enforce this

aspect of the program and to drop efforts to have state

programs emphasize AFDC collection efforts over non-AFDC

efforts.
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We recommend revising Section 501(a) to omit the phrase

"living with one parent" as children living with someone

other than a parent also may need and be entitled to child

support payments.

Establishing paternity for children born out-of-wedlock

One major barrier to establishing support obligations

for children born out-of-wedlock is the difficulty of proving

paternity. New and very sophisticated blood tests are

highly reliable in proving paternity. In many states, however,

rules of evidence are still based on older and far less

reliable blood tests and therefore exclude their use to prove

paternity, although they can be used to disprove it. Similarly,

fathers may sometimes refuse to cooperate in bJood test efforts.

The thrust of the EEA provisions (Sections 504(a)(3)(25)(B)

and (25)(D)) is to require states to allow use of highly

reliable blood tests to prove paternity and to provide for

a default paternity proceeding if the father refuses to cooper-

ate.

We support the thrust of both provisions but suggest

that the language be changed to require specifically that

states make the results of these tests admissible in evidence

to prove paternity. A second provision might require states

to allow proof of refusal to cooperate in blood testing

to be an admission of paternity or to be affirmative proof

of paternity.

25-711 0 - 83 - 7
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In addition, a number of states still have statutes

of limitation on the filing of paternity actions. Because-

establishment of paternity is a prerequisite to entitlement

to support, many nonmarital children are effectively denied

the possibility of support by these statutes. The Supreme

Court has ruled both one and two year statutes of limitations
15

unconstitutional in the cases of Mills v. Habluetzel

16
and Pickett v. Brown, and indeed, these rulings cast

doubt on the constitutionality of any statutes of limitations

(shorter than those applicable-to legitimate children).

For that reason, this legislation should require all states

to eliminate unconstitutional statutes of limitation in

paternity cases.

b. The problem of ineffective enforcement of support

awards

We will, for the moment, move ahead to enforcement

provisions of the EEA and return to questions of inadequate

awards last.

A number of states, many of them encouraged by the

IV-D program, have developed effective methods for collecting

child support payments once they are awarded. The federal

Office of Child Support Enforcement also should be commended

for its efforts to improve support enforcement efforts.

These mechanisms have included provisions requiring mandatory

wage withholding to meet child support arrearages; voluntary

wage assignment provisions; central state registries to

keep track of whether child support payments are made and

to allow prompt and automatic enforcement action; use of
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enforcement mechanisms such as liens or bonds to provide

security for payment of past due support amounts; collection

of past due support from state income tax refunds; use of

administrative or quasi-judicial mechanisms such as administra-

tive hearings or court magistrates or referees for support

enforcement.

The Economic Equity Act requires all states to adopt

these good practices and we support these provisions of

the Act. We also support the concept of automatic, prospective

wage withholding, assuming that due process and privacy

concerns can be met, although we do not believe a distinction

should be made between federal and all other employees.

Automatic collection of payments through such mechanisms

as wage withholding and very prompt enforcement action

are more successful than efforts long after large Zrrearages

have accumulated.

We would make several minor modifications to tighten

this portion of the Act. First, the provision requiring

establishment of a child support clearinghouse in each state

(Section 503) requires that records of payments be maintained

and arrearages reported to the court and agency, as well

as that each state establish a mechanism to ensure that enforce-

ment action be automatically taken. We fear that the language

of the bill does not clearly implement Congress' intent, s

and profitably could be rewritten to clarify that each state

must ensure that enforcement action is automatically taken

when arrearages accumulate, unless the recipient specifically

declines such assistance. The provisions regarding wage withholding
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(Section 504(3)(21)) and wage assignment (Section 504(3)(25)(A))

should be amended to make clear that states must require

employer cooperation. The mandatory wage withholding provision

should apply not only to wages but also to other forms

of compensation such as commissions or bonuses. Finally,

the Federal Wage Garnishment Act should be amended to provide

that employees may not be fired as a result of a garnishment

for child support purposes and that employees should be

"allowed" one other garnishment in addition. That law

now provides protection against being fired because of

a single wage garnishment.

c. Support awards in inadequate amounts

Support amounts awarded by courts are generally low

in comparison to the actual cost of rais-i-ng a child --

typically they do not even cover half the cost. The amount

of child support ordered to be paid is generally modest

in comparison with the father's ability to pay. The major

burden of child support, therefore, falls on the mother who

generally has the least ability to support the children from

her earnings.
17

In addition, support amounts are not easily predictable

based on the facts of a case. Similar cases are not treated

similarly. Several studies have found wide variations

in awards by different judges within one locale and from

case-to-case in decisions by a single judge.
18
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I am sure it was for these reasons that the drafters

of this bill chose to require states to establish "an objective

standard to guide in the establishment.. .of support obligations"

"such that comparable amounts of support are awarded in

similar situations." However, there are two general approaches

to support guidelines. The proposed statute, by using

the language "by measuring the amount of support needed

and the ability of an absent parent to pay such support,"

chooses one of the two major approaches to.-support guidelines.

Unfortunately, it is the less desirable of the two and

is likely to result in unfairly low support awards. For

that reason, we cannot support this provision of the Act.

The two major approaches are the "cost-sharing" approach,

which is embodied in the languageof this provision,and

the "resource sharing" approach, which we believe is a much

fairer approach to child support guidelines. Professor

Judith Cassetty has described the two approaches:

The cost-sharing approach begins with
the assumption that there are rather
fixed and measurable costs associated
with raising a child and that once known,
they can be apportioned in some way
between a child's parents. A major
problem with this approach is that the
cost of a child is largely a function
of the resources available to the parents.
Thus, the cost of a child in a poor
household is different from the cost
of a child in a moderate - or high income
family...(T)he application of child
support standards based on the cost-
sharing approach can lead to serious
inequities. If children reside with
their mother whose earning power is
limited, for instance, their standard
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of living may be quite low, and the
cost-sharing approach to setting child
support may lead to a relatively meager
contribution from the father, though
his earnings may be substantial...

The resource sharing approach, on the
other hand, is based on the belief that
children should benefit proportionately
from the resources of each parent. In
other words, children would not suffer
a decline in their standard of living
in the event of divorce. 19

Or as other economists have described it, when the

former standard of living cannot be maintained in both

households post-divorce, the standard should be "equal

suffering" with both new households at an equal but lower

standard of living based on the new composition of the

two new households.20

We would agree to the EEA requiring states to establish

guidelines that embodied the latter approach. Barring

that, however, we suggest that this provision be dropped

from the bill altogether, substituting instead a requirement

that OCSE conduct a study of support guidelines, including

a study of the effect on the child's standard of living

of different guidelines, and further conduct a study to

gather sufficient data to allow adequate guidelines to

be constructed. For example, data that are now used in

determining the cost of raising a child or in comparing

the standard of living of households of various composition

were based on information gathered about two-parent households,

and may not accurately reflect expenses such as day care

costs which are often greater in single parent-households.
2 1
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We also are simply concerned that there are many guide-

lines now in existence which do not represent a fair approach

to the determination of child support amounts. We are

reluctant to see poor practice embodied in state law because

of pressure from the federal government and before there

has been full public discussion and debate over the correct

policy to be embodied in guidelines. Professor Weitzman

found that most Los Angeles support awards were lower than

the guidelines in use; judges apparently considered them

a ceiling on support rather than an average.2 2 Eden found

that support guidelines in Alameda County, Calfornia represented

amounts far below an amount needed to apportion the diminished

family earnings equitably between two new households.
2 3

Proposals have been made which would require looking to

AFDCor foster care payment levels to determine a basic

level of need to be apportioned between the parents; obviously

this would result in far lower awards in higher income

households.
24

Similarly, we would eliminate any requirement that

an administrative mechanism be used for the establishment

of support levels or for modification of support. Particularly

without adequate guidelines this is an inappropriate approach.

Too often women's cases are relegated to a less careful

decision-making process than all other cases.

Even with good support guidelires, questions would

remlin to be litigated in individual cases. There will
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always be exceptional medical or school expenses for a

child or a parent, heavy financial obligations which reduce

the available resources for child support, or failure of

a spouse to seek and obtain employment consistent with

his or her ability and family needs. These are proper

issues for judicial resolution in setting proper support

amounts. Requiring parties to go through an administrative

process before being allowed access to the judicial process

may well result in extra delays and litigation expenses

before arriving at a fair result which is not the effect

this Committee should desire.

One extremely positive amendment which could be made

to this legislation would be to require that states allow

or require judges to include annual cost of living increases in

child support awards. At present child support awards

are constantly eroded by inflation. Mothers must return

to court to seek increases in support and, because of the

expenses involved, are able to do so infrequently. Legal

standards for a changed award also may make it difficult

to obtain an increase. Many IV-D offices will not seek

increases on the basis of inflation alone. With the change

proposed,the assumption would be that annual increases

would help child support awards keep up with inflation.

Such an increase could be modified if changes in the

parents' income made such an automatic adjustment unfair.

We believe it is appropriate for a court to award

coverage of medical expenses in addition to monthly child



99

support payments. However, we believe Section 504(a)(3)(20)

should be amended to require states to grant such authority

rather than requiring that such support be sought in every

case. Some mothers would have their own health insurance

and may prefer increased monthly payments from the child's

father instead.

In a related vein, we support the idea of allowing

extended Medicaid benefits for several months for families

who are able to leave the AFDC rolls because of child support

collections.

d. Alimony

Finally, we believe that all aspects of the Title IV-D

collection program should apply to alimony as well as child

support. At present the IV-D program will pay for the

federal share of costs of enforcing support obligations

owed by absent parents to their children and one spouse

(or former spouse) with whom such children are living.

42 U.S.C.A. 8651 (Supp. 1983). But states are not required

to collect alimony. We favor requiring states to collect

alimony as well as child support for several reasons;

The mechanisms for establishment and
collection of alimony are the same
as those for child support. In many,
if not most, cases the two can be combined
in a single legal action with little
additional effort or expense.

Support for children is often combined
with support for a former wife, and
the whole amount is labelled alimony
in order to obtain tax savings. 25
It is unfair not to require enforce-
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ment of such arrangements once entered
into and it is unfair not to make use
of this tax advantage in establishing
support because a state chooses not
to seek alimony.

The small number of cases in which
alimony is awarded when there are no
minor children generally involve displaced
homemakers who have spent a lifetime
raising a family and lack job skills
or disabled former wives. Both groups
are deserving of public aid in collecting
their support payments.

For these reasons we ask that the mandatory provisions

of the Act be extended to cover alimony as well.

Thank you.
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STATEMENT OF JUDITH I. AVNER, STAFF ATTORNEY, NOW
LEGAL DEFENSE AND EDUCATION FUND, WASHINGTON, D.C.
Ms. AVNER. Good morning. I am pleased to appear before you on

behalf of the NOW Legal Defense and Education Fund to share
with you our views about the need for pension reform. The NOW
Legal Defense and Education Fund is a nonprofit tax-exempt civil
rights organization dedicated to challenging sex discrimination and
securing equal rights for women and men. Formed in 1970-by lead-
ers of the National Organization for Women--a national member-
ship organization of more than 200,000 women and men in over 725
chapters throughout the country-the LDEF provides educational
and litigating resources for women, and has long been concerned
with the rapidly deteriorating economic plight of this country's el-
derly. In this regard, Mr. Chairman and members of the commit-
tee, we applaud your sensitivity to the unique economic problems
faced by women and we gladly assist you in your inquiry.

Although I will focus this morning on the pension reform provi-
sions of the Economic Equity Act and the Retirement Equity Act,
we support your efforts to eliminate discrimination against women
in other areas and we would be glad to submit written testimony
on the other provisions of the Economic Equity Act.

We come before you today mindful that the feminization of pov-
erty has become one of the most compelling social facts of our era.
For older women in particular, 'the feminization of poverty is a
harsh reality. Single women comprise almost three-fourths of our
Nation's elderly who are living in poverty. One out of every three
single women over the age of 65 has an income below the poverty
line. And recent statistics demonstrate that poverty among older
women is actually increasing, not decreasing.

Pension benefits, of course, are a major source of income for
older retired Americans, without which an adequate standard of
living would be virtually impossible to maintain. But women,
whether working as homemakers or in the paid labor force, have
rarely been afforded pension coverage. Instead, women have
historically been forced to rely on their husliand's retirement bene-
fits in order to avoid poverty later in life.

These bills recognize the reality of many of today's marriages as
an economic partnership to which each spouse makes contributions
and thus the pension benefit is property considered to be property
of the marital unit owned by the family rather than by an individ-
ual spouse.

The President's Commission on Pension Policy has noted that
the plight of many women in old age can be traced directly to fail-
ures in employee pension systems. Homemakers who have no
access to pension coverage on their own are especially vulnerable
to future economic insecurity, particularly if their marriage has
ended in divorce. Since work done within the home has never been
viewed as real work, pension coverage has been unavailable to
homemakers in their own right. Thus, their long-range economic
security is inextricably intertwined with that of their wage-earning
husbands, making them dependent on benefits earned in their hus-
band's name. When her marriage ends and the homemaker wife is
suddenly deprived of the security of the pension asset, she often
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finds herself in an extremely precarious financial situation, exacer-
bated by the fact that she is unlikely to be awarded or if awarded,
to receive alimony.

Although full-time homemakers are most clearly disadvantaged
by current pension systems, women in the paid labor force face
comparable pension inequities. These inequities derive from the
concentration of most women in a small number of occupations, all
characterized by low pay and limited advancement opportunities,
and which generally fail to provide any retirement coverage, or
provide coverage which is wholly inadequate for the retirement
needs of most women.

In addition, women in the paid work force face further discrimi-
nation due to their unique childbearing responsibilities, which lead
many women to take time out from paid employment.

As a direct result of pervasive job segregation and the failure of
our current pension systems to take appropriate account of
women's childbearing and rearing responsibilities, women are
about half as likely as men to be employed in positions covered by
private pension plans, and even when fortunate enough to be cov-
ered, women receive benefits that are only about half the level of
benefits received by male retirees. Thus the discrimination women
face in the paid labor force is perpetuated in retirement, and con-
tributes to the often desperate financial situation of many of our
elderly female citizens.

Past congressional hearings which led directly to the passage of
ERISA reflect congressional recognition of the importance of pen-
sion benefits to the future security of our citizens. While ERISA
did indeed remedy many past abuses, it failed to take appropriate
account of the particular problems of women, and so we particular-
ly applaud this committee s effort today to fill the gap.

The written testimony addresses many provisions of the two
bills. I just want to highlight one, section 5(a) of S. 19 and 104(a) of
S. 888, which make clear that ERISA's antialienation and assign-
ment clauses do not prevent assignment of pension benefits when
related to family obligations of alimony, support, and property set-
tlements. We feel these provisions are critically important.

Congress originally enacted these provisions in ERISA to protect
individuals from their own improvidence, and to insure the employ-
ee's accrued benefits are actually available for retirement purposes.
ERISA thereby assured some modicum of financial security for em-
ployees and their families in retirement. However, there has been
much confusion in the courts about whether these provisions of
ERISA can shield pension benefits from other members of the
family when a marriage dissolves. In view of the central role that
pension benefits play in a family's financial status, courts have had
little trouble implying an exception to ERISA for satisfaction of

family responsibilities. Although most courts have implied this ex-
ception, only legislative clarification will completely eliminate the
unnecessary confusion and discourage further litigation.

Amendment of ERISA to permit a pension plan to pay directly to
the nonemployee spouse her share of the pension benefits is like-
wise essential. In view of the dismally low rate of compliance with
family support ordel ;-only direct payment by the plan will fully
assure receipt of these benefits. Further, in so clarifying the stat-



105

ute, plan administrators will know that they will not be risking a
plan's tax-exempt status by paying benefits to nonemployees.

In addition, for a variety of personal, religious or financial rea-
sons, many people choose to settle their marital discord by arrange-
ments that fall short of the total severance effectuated by a divorce
decree, or choose not to include all the details of their allocation of
responsibilities and property in the divorce decree. As now written,
the exception to the antialienation clause contained in the pro-
posed legislation might not include division of the pension asset
made in a legal separation or separation agreement. Failure of leg-
islative reform to encompass the range of separation options will
impose serious economic hardship on many separated women and
their children who may be otherwise unable to receive a deserved
share of the pension benefits.

And finally, section 105 of the Economic Equity Act explicitly
states that assignment of pension benefits in divorce proceedings is
not preempted by ERISA, thereby amending the general preemp-
tion provision of ERISA. Although provisions of the bills discussed
above accomplish this through direct amendments of the antialien-
ation and assignment provisions of ERISA, we support incorporat-
ing this clarification in the general preemption section as well,
thereby removing any doubt that ERISA does not supersede State
domestic relations laws.

Government studies, judicial decisions, and our own telephone
calls have unveiled-a multitude of problems women face because of
the low availability and benefits of pension coverage and the fail-
ure of our society to recognize the economic as well as social value
of homemaker work. This Nation cannot allow these inequities to
continue. We welcome this committee's concern for the economic
hardships older women face, and we look forward to working with
you in these efforts. Thank you.

Senator DURENBERGER. Thank you very much.
Dr. Mendelson.
[The prepared statement of Ms. Avner follows:]
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inequities which rob so many elderly Americans of economic security, and condemn

them to an old age filled with anxiety and despair.

We c=me before you today mindful that the "feminization of poverty has

beca one of the most cxnpelling social facts" 1/ of cur era. For older women,

in particular, the feminization of poverty is a harsh reality. Single women

(these who never married or are now widowed or divorced) comprise almost three-

fourths of our nation's elderly who are living in poverty. _/ One out of every

three single women over the age of 65 has an income below the poverty line. 3

And recent statistics demonstrate that poverty among older women is actually

increasing, not decreasing. 4/

Pension benefits, of course, are a major source of income for older retired

Americans, without which an adequate standard of living would be virtually inpos-

sible to maintain. Y But women, whether working as homemakers or in the paid

labor force, have rarely been afforded pension coverage. Instead, women have

historically been forced to rely on their husband's retirement befits in order

to avoid poverty later in life.

The President's Ccmmissicn on Pension Policy has noted that "[t]he plight

of many women in old age can be traced directly to failures in employee pension

systems." Y Hamakers who have no access to pension coverage on their own are

especially vulnerable to future economic insecurity, particularly if their

marriages end in divorce. Since work done within the hame has never been viewed

as "real work," pension coverage has been unavailable to hozmakers in their own

right. 7/ Thus, their long range economic security is inextricably intertwined

with that of their wage-earning husbands, making them dependent on benefits

earned in their husband's name. Ifen her marriage ends and the homemaker wife

is suddenly deprived of the security of the pension asset, she may find herself

in an extremely precarious financial situation, exacerbated by the fact that

25-711 0 - 83 - 8
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very few divorced and separated women receive any alimony. Cnly 14% of divorced

and separated women in 1979 were awarded or had an agreement to receive alimony

or maintenance payments. Of that small percentage of women, almost one-third

received no payments from their ex-husbands, vhile the average annual payment

for those who did receive alimony was only $2,850. Y

Although full-time hcawkikers are most clearly disadvantaged by current

pension systems, women in the paid labor force face ouparable pension inequities.

These inequities derive from the concentration of most women in a very small

nuter of occupations, all characterized by low pay and limited advancement

opportunities, 1/ and which generally fail to provide any retirent coverage,

or provide coverage which is wholly inadequate to the retirement needs of most

In addition, wren in the paid workforce face further discrimination

due to their unique childbearing responsibilities, which lead many women to take

time out fran paid employment. l Since most pension plans contain stringent

requirements that workers be employed by the same employer for a long period of

time before they obtain vested rights to pension benefits, women who interrupt

their participation in the paid labor force to take care of their families

forfeit contributions they have made and find themselves ineligible for any

future benefits. Even if these women remain in the workforce part-time, they

will find their efforts likewise unrewarded. 12_/ Although federal law provides

tax incentives to pension plans that cover employees who work at least 1,000

hours annually, 29 U.S.C. 51052 (a) (3) (A) (1976), many of the women in part-time

employment still find theelves excluded by this minimum requirement.

As a direct result of pervasive job segregation and the failure of our

current pension system to take appropriate account of waen's child-bearing and

rearing responsibilities, women are thus half as likely as men to be employed
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in positions covered by private pension plans. 1 And, even when wcmen ae

fortunate enough to be covered, they receive benefits that are only about half

the level of benefits received by male retirees. l In one study, the median

benefit for entitled waren was $970 annually as onpared with $2,080 for men.

Thus the discrimination wanen face in the paid labor force is perpetuated in

retirement, and contributes to the often desperate financial situation of many

of our elderly female citizens.

The importance of pensions to the future security of our citizens and the

pervasive problems with many private pension plans has of course already been

recognized by Congress. Past hearings held by this body led directly to the

passage of the Employment Retiremnt Incone Security Act (ERISA), in accordance

with Congressional findings that "the continued well being and security of

millions of employees and their dependents are directly affected by these

[retirement] plans." But while ERISA did indeed remedy many past abuses,

it failed to take appropriate account of the particular problems of women. We

applaud this Ccuimittee's effort to fill this gap and are pleased to join you

in this endeavor.

We will now address our remarks to same of the specific provisions that

have been proposed in S.19 (the Retirement Equity Act) and S.888 (the Econmic

Equity Act).

It should be noted that social security benefits have become a major part of
the economic picture for older people. For rore than 60% of elderly wamen,
social security is their sole source of incar. At this time, we will not
address the carplexities of the social security system, since it is beyond
the scope of these hearings and has itself failed to solve the problem of
poverty among the nation's elderly women.
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Age Rquirements for Participation and Vesting: S.19, 52; S,888, 5106

Under current law, pension plans may exclude employees frao participation

until they reach the age of 25. This policy particularly penalizes female em-

ployees. The highest labor force participation for women, 67.8 %, occurs

b e the ages of 20-24. W And, since many women take time off for child bearing

and rearing, it is critical that they be afforded the opportunity to participate

in pension plans as early as possible. Section 2 of S.19 and Section-106 of

S.888 lower the age limitation for minimum participation from 25 years of age

to 21 years. We enthusiastically support these amernments as a way of increasing

women's participation in pension plans.

In addition to age requirements for participation, ERISA further provides

that employees must credit eployment for vesting purposes, beginning at age 22.

Thus, an employee who works on a job fron age 22 to 32 will have met the ten

year minimum requirement for vesting. But, the amount of accrued benefit will

only be for seven years of employment, from age 25 to 32. S.888 lowrs the

vesting age from.,.22 to 21 years of age, thereby conforming the vesting age with

the age of participation. We recommend that S.19 include a caparable provision.

° Interruption in Service: S.19, 53; S.888, 5108

Section 3 of S.19 and Section 108 of S.888 propose different remedies for

an extremly serious problem: the present forfeiture of benefits many waen face

when they interrupt their participation in the paid labor force for childbirth

or childcare. The need for reform in this area is undisputed. The United

States Departent of Labor concluded in a 1980 report on Women and Private

Pension Plans that:

seldom is it mentioned how much in earned pension benefits
rwcn are forced to forfeit because of carrying out the traditional

role of child rearing. Women are subsidizing pension plans in
ways that are just not considered. E/



111

Section 3 of S. 19 proposes a very modest answer to the problem. As

written, Section 3 would allow up to 501 hours of service to be credited, solely

for vesting purposes, to an individual who is absent fromn work for any consecutive

period either to give birth or to take care of the infant during the period

immediately following such birth. Certainly this is an improvement over the

status quo; however, it nevertheless falls short of its underlying objective.

Calculated on the basis of a 40 hour work week, section 3 would actually allow

less than 13 weeks of leave for giving birth and infant care. Moreover, S. 19

does not address the more difficult problem of remedying the loss in benefits

won suffer when they interrupt their paid employment to provide child care.

The Economic Equity Act takes a different approach. Section 108 of S.888

is a more extensive provision which requires retirement plans to consider an

employee to have performed twenty hours of service a week for up to fifty-two

weeks for the purpose of giving birth or caring for a child if the leave was

approved by the employer. This provision is more expansive than its comparable

porvision in S.19 in two important ways. First, it requires the employer affirm-

atively to continue pension benefit accruals for twenty hours a week of service

for a naxinu of one year, rather than simply not penalizing the parent for a

more abbreviated break in service as provided in S.19. Second, it allows that

time to be used for general child care as opposed to only care of the newborn.

M support the idea of affirmative credit for the parental leave, but we have

some concern that such a credit might be interpreted by employers as a disincen-

tive to allow such leave.

Finally, neither bill expressly provides that the amount of time off

credited nst be credited for each newborn. Obviously, many parents do have

more than one child, and they should be entitled to the same work credits for

each child. we suggest that this point be clarified in these sections.
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° Spousal Consent: S.19, §4; S. 888, §103

Because many employees opt out of survivor's benefits, in order to maximize

their pension payments during their lifetime, it is not unusual for many widows

to find themselves without adequate pension protection upon the death of their

husbands. The NMW LDEF has itself received numerous phone calls from widows

who, to their surprise, find they have no survivor's annuity, after having been

told by their husbands that they would be "taken care of."

The spousal consent provisions in Section 4 of S. 19 and Section 103 of

S.888 offer important protections to help minimize this problem. In 1978, more

than 60% of retirees elected to waive the joint and survivor annuity.

Requiring spousal consent to a waiver will serve to inform the participant's

spouse, prcnmte joint and serious consideration of the future economic security

of the surviving spouse, and most likely decrease the number of retirees opting

out, thereby affording widows better protection.

Further, Section 103 of S.888 addresses a very important problem not

addressed in S. 19: payment of survivor annuities to the spouse of a worker who

was fully vested even if the participant died before the annuity starting date.

Presently, ERISA provides that an mployee-participant who is vested and satisfies

the pension plan's length of service requirement may not receive the vested

benefits until he or she reaches the normal retirement age contained in the

plan. Thus, many spouses are deprived of their survivor benefits if their spouse

dies short of retirement age, a terrible hardship for widows who have relied on

receiving survivor annuities.

The need for legislation on this issue becomes nmre capelling by observing

the courts' uzsypathetic treatment of this problem. For example, in 1981 the

federal Court of Appeals for Nevada denied a widow survivor benefitsLeven

though her husband was 100% vested, had elected the joint and survivor option
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and had died just three months short of attaining the plan's retirement age of

62. L/ Similarly, the Court of Appeals here in the District of Columbia denied

survivor benefits to a widow whose husband had worked for twenty-three years

at the same job because he had died before the annuity starting date. 2/

Clearly, the only way to remedy these severe injustices is through legislative

action.

Assignment or Alienation of Benefits: S.19 55(a); S.888 §104(a)

Section 5(a) of S.19 and Section 104(a) of S.888, which make clear that

ERISA's anti-alienation and anti-assignment clauses do not prevent assignment

of pension benefits when related to family obligations of alimony, child support

and property settlements, are critically important.

Congress originally enacted ERISA's anti-alienation and assignment provision

(21 U.S.C. 51056 (d)(1)) to protect individuals from their own improvidence, and

to "ensure that the employee's accrued benefits are actually available for

retirement purposes . 21/ ERISA thereby assured some modicum of financial

security for employees and their families in retirement. L/ However, there

has been much confusion in the courts about whether these provisions of ERISA

can shield pension benefits from other members of the family when a marriage

dissolves. In view of the central role pension benefits play in a family's

financial status, courts have had little trouble implying an exception to

ERISA for satisfaction of family responsibilities. indeed, as one court said:

It would be ironic . . . if a provision designed in part to
ensure that an employee spouse would be able to meet his
obligations to family after retirement were interpreted to
permit him to evade them with impunity after divorce.
Construing 6206(d) (1) to prevent a nonemployee spouse fra
enforcing marital property obligations against an employee
benefit plan covered by ERISA woud frustrate rather than
further the policies of that provision. 3/
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Although most courts have implied this exception to the anti-assignment

and alienation clauses, only legislative clarification will completely eliminate

the unnecessary confusion and discourage further litigation. Thus, it is crit

ical for ERISA to be explicit on this point.

Akendment of ERISA to permit a pension plan to pay directly to the non-

employee spouse her share of the pension benefits is likewise essential. In

view of the dismally low rate of compliance with family support orders, only

direct payment by the plan will fully assure receipt of these benefits. Further,

in so clarifying the statute, plan administrators will know that they will not

be risking the plan's tax-exempt status by paying benefits to non-employees.

In addition, for a variety of personal, religious or financial reasons,

many people choose to settle their marital discord by arrangements that fall

short of the total severance effectuated by a divorce decree, or choose not

to include all the details of their allocation of responsibilities and property

in the divorce decree. As now written, the exception to the anti-alienation

clause contained in the proposed legislation might not include division of the

pension asset made in a legal separation or separation agreement. Failure of

legislative reform to encompass the range of separation options will impose serious

economic hardship on many separated women and their children %ho may be otherwise

unable to receive a deserved share of the pension benefits.

Finally, Section 105 of S. 888 explicitly states that assignment of pension

benefits in divorce proceedings is not preempted by ERISA. It amends the general

preemption provision of ERISA, (29 U.S.C. §1144(a)), by exempting any judgment,

decree or order pursuant to a state domestic relations law. Although the provisions

of the bills discussed above (S.19 55(a); S.888 §104) accomplish this through

amendments of the anti-alienation and assignment provisions of ERISA, we support

incorporating this clarification in the general preemption section, as well,
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thereby removing any doubt that ERISA does not supercede state domestic relations

law.

civil Service Pension Reform: S.888 §109

We strongly support Section 109 of the Exonuiic Scruity Act which corrects

inequities faced by widowed and divorced spouses of Civil Service employees.

Presently, uon divorce, wives of Civil Service employees lose any claim to

retirement pay, survivor's benefits and health insurance benefits. Section 109

addresses this problem by recognizing a vested right in a spouse married to a

Civil Service employee for at least 10 years during periods of civil service

to a pro rata share of the annuity earned during the marriage. Thus, section

109 requires the courts to view pensions as property owned by both spouses to

be divided at divorce. This conclusion is consistent with the prevailing judicial

view of private pension benefits. We also support the provisions of this section

which protect widows in a way similar to the private .pension section by requiring

the spouse of the employee to be notified and agreed in writing to a wiver of

the survivor's benefit plan.

Goverment studies, judicial decisions, and our cwn phone calls have unveiled

the multitude of problem wcn face because of the low availability and benefits

of pension coverage and the failure of our society to recognize the economic as

well as social value of homemaker work. This nation cannot allow these inequities

to continue. We welcome this committee's concern for the economic hardships

older wcnn face, and we look forward to working with you in these efforts.

Thank you.

The NW legal Defense and Education Fund wishes to acknowledge the assistance
of Ellen Relkin in the preparation of this testimony.
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STATEMENT BY DR. JOHANNA S. R. MENDELSON, DIRECTOR,
PUBLIC POLICY, AMERICAN ASSOCIATION OF UNIVERSITY
WOMEN, WASHINGTON, D.C.
Dr. MENDELSON. Thank you.
Good morning, Mr. Chairman, Senator Packwood. I am Johanna

Mendelson, director of public policy for the American Association
of University Women. Our 190,000 college educated members repre-
sent the oldest and largest national organization for the education-
al advancement of women. Thus, it is especially timely for me to
appear before this committee to express AAUW's support of legisla-
tion directed at remedying some of the most basic inequities in our
society-economic inequities which affect women of all ages, as
members of the paid work force and as homemakers, as married
women, or divorcees or widows, as young women or as part of the
growing ranks of elderly women who now comprise over 60 percent
of Americans over age 65.

AAUW supports S. 888, the Economic Equity Act of 1983. It is,
without a doubt, among the most important pieces of legislation for
our organization. We particularly want to thank you, Mr. Duren-
berger and Mr. Packwood for your leadership on this piece of legis-
lation in the past few years.

We believe the EEA is not a substitute for the equal rights
amendment. Rather, the EEA as drafted, begins to implement
changes in existing laws which would have needed correction, had
the ERA been ratified in 1982. The passage of the ERA, now before
this Congress again, will serve to reinforce the types of basic re-
forms that we seek today through the Economic Equity Act.

The AAUW has taken no official position thus far on S. 19, the
Retirement Equity Act. It does, however, recognize that many of its
provisions would substantially alleviate specific inequities in cur-
rent pension laws, such as vesting age, and spousal consent for
election of joint and survivor annuity. We applaud the efforts of its
author, Mr. Dole, for setting forth some much needed legislation in
the pension area.

The pension and retirement provisions of S. 888 embrace many
of the recommendations made by earlier studies of pension systems
which address special problems women face in the quest for a
decent and financially secure retirement.

The President's Commission on Pension Policy Report noted the
existence of one pension benefit often was the difference between
poverty and nonpoverty in the elderly. Seventy-two percent of the
elderly poor are unmarried women, that is single, widowed, sepa-
rated, or divorced. The feminization of poverty reflects not only the
rising number of single heads of households, but also the expansion
of the female population among the aging. The poverty rate among
the elderly was 15.3 percent in 1981 with older men having a
median income of $8,173 as compared to women's which was $4,757
or just 58 percent of men's income.

In 1982 more than 9.7 million American family households-
about one in six-or 16 percent of the 61 million families, were
maintained by women, and over two-thirds of these families includ-
ed children under 18 years old. Let's face it. Despite the nostalgia
for the family life a la "Leave it to Beaver," few American families
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will have a Ward Cleaver around to solve all the problems. About
9.4 million American families spent Father's Day without father.

I would like to direct my statement to title I, sections 101 and
102 of the Economic Equity Act, pertaining to the eligibility for in-
dividual retirement accounts. These provisions would allow each
spouse to have an IRA of $2,000 as long as one spouse was earning
at least $2,000 per year. Furthermore, alimony payments would be
allowed in computing a person's total income for the purposes of
determining their maximum allowable contribution to an IRA.
Such provisions amend current law which limits nonwage earning
spouses in the amount they can contribute to an IRA.

Increasing the maximum contribution for a nonworking spouse is
an important step. It provides yet another incentive for a woman-
and I say woman since the greatest numbers affected will be

--women-to establish some retirement security income in her own
name, and at some meaningful savings levels. Even though current
law allows the division of a spousal IRA in any proportion up to
$2,250, many women have been cut out of the IRA movement.
AAUW recognizes the importance of the homemaker's contribution
to her family and her community. We are also pragmatic enough to
recognize that we should not delude ourselves into thinking that
spousal IRA's are a panacea for women's pension needs. IRA's help
the middle and upper classes. One merely needs to look at the fig-
ures provided by the Joint Committee on Taxation to understand
this reality.

In 1982, 11 million taxpayers took advantage of IRA's. Of these,
655,000 opted for the spousal IRA. Broken down by family income,
those earning up to $10,000 did not use spousal IRA's, and only
29,000 families earning between $10,000 and $15,000 used spousal
IRA's. The bulk of spousal IRA users fell in the income ranges of
$20,000 to $50,000 with the largest number of participants, 235,000,
earning between $30,000 and $50,000 in 1982.

The popularity of the spousal1RA increase is one which must be
weighed against other more pressing pension and retirement needs
of women--in our society. While AAUW fully supports the IRA pro-
visions, there are many fundamental changes in the pension area
which still require congressional action. Provisions of the Economic

-Equity Act are but a beginning. The enactment of ERTA and
TEFRA tax bills have addressed certain specific needs. If future
public policy is to be developed in this area, AAUW-recommends
that changes be made in vesting provisions, eliminating the inequi-
ties of integrated pension plans, and providing for some pension
portability for workers in this highly mobile -society.

Too many elderly women live in poverty in 1983, and as our pop-
ulation grows older, we must develop policies which prevent our so-
ciety from becoming a two-tiered system where men enjoyy the
benefits of their labors through a secure retirement while women
live on the edge of existence because our lawmakers did not plan
ahead to avoid social and economic injustice.

Thank you, Mr. Chairman.
Senator DURENBERGER. Thank you very much.
Ms. Gary.
[The prepared statement of Dr. Mendelson follows:]
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STATEMENT OF JOHANNA S. R. MENDELSON, DIRECTOR, PUBLIC PoucY, AMERICAN
AssocIAIoN OF UNIVERSITY WOMEN

Good morning. I am Dr. Johanna Mendelson, Director of Public Policy for

the American Association of University Women. Our 190,000 college educated

members represent the oldest'and largest national organization for the educa-

tional advancement of women. Thus, it is especially timely for me to appear

before this committee to express AALAI's support of legislation directed at

remedying some of the most basic inequities in our society -- economic in-

equities which affect women of all ages, as members of the paid workforce and

as homemakers, as married women, or divorcees or widows, as young women or

as part of the growing ranks of elderly women who now comprise more than 60

percent of Americans over age 65.

AAUW supports S.888, the Economic Equity Act of 1983. It is, without a

doubt, among the most important pieces of legislation for our organization.

The EEA is not a substitute for the Equal Rights Amendment. Rather, the

EEA, as drafted,begins to implement changes in existing laws which would have

needed correction, had the ERA been ratified in 1982. AAUVJ believes, however,

that only with the force of a federal amendment, will the inequities addressed

in S.888 be corrected once and for all. Statutory remedies can only be pro-

tected by a constitutional amendment. The passage of the ERA will serve to rein-

force the types of basic reforms we seek today through the Economic Equity Act

of 1983.

The AAUW has taken no position thus far on S.19, the Retirement Equity

Act. It does, however, recognize that many of its provisions would substantially

alleviate specific inequities in current pension law, such as vesting age,

and spousal consent for election of joint and survivor annuity. We applaud the

efforts of its author, Mr. Dole, for setting forth some much needed legislation

in the pension area.

The pension and retirement provisions of S.888 embrace man), of the recom-
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mendations made by earlier studies of pension systems which address special

problems women face in their quest for a decent and financially secure retire-

ment. Likewise, the bill addresses the special tax issues surrounding pensions,

dependent care, individual retirement accounts, child support, displaced home-

makers and heads of households Which reflect the changing role women are playing

in American ociety. In 1982, more than 9.7 million American family households --

about one in six or 16 percent of the 61 million families -- were maintained

by women, and over two-thirds of these families included children under 18

years old. Let's face facts -- despite the nostalgia for family life a la

"Leave it to Beaver", fewer American families will have a Ward Cleaver around to

solve all the problems. Almost 9.4 million American families spent Father's

Day without Father.

The feminization of poverty reflects not only the rising number of single

head of households, but also the expansion of the female population among the

aging. The poverty rate among the elderly was 15.3 percent in 1981, with older

men having a median income of $8,173 as compared to women's which was $4,757,

or just 58 percent of men's income (Source: Census Bureau, P. 60, #134, Table

17).

The President's Commission on Pension Policy Report noted that the exist-

ence of one pension benefit often was the difference between poverty and non-

poverty in the elderly. Seventy-two percent of the elderly poor are unmarried

women, that is single, widowed, separated or divorced.

As more women enter the work force, and with the average life expectancy

increasing to 86 years by the turn of the century, it is vital that the past

systems, geared toward working men, be updated to reflect the needs of working
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women.

Women suffer in the pension system in several ways.

o They often have no pension coverage though they have been employed.

o They are often eligible only for minimal benefit payments.

o They have no survivors' benefits protection from their husband's
coverage.

o They are not protected for retirement if they get a divorce.

In 1979 only 32 percent of all women worker were covered by a pension plan.

Of those who were covered, many never reached vesting and never earned retire-

ment benefits because of career patterns, such as break-in service for child-

bearing, or moves to accommodate a husband's career. Furthermore, women workers

are clustered disproportionately at the low end of the wage scale. Of the 65.1

million steadily employed, 64.2 percent were men who earned $22,196 as opposed

$13,112 for women (Source: Andrew Hacher, "Where Have All the Jobs Gone?" N.Y.

Review of Books, P. 27, June 30, 1983). Thus, in any existing pension system,

women will receive minimal benefits compared to those of male workers.

I would like to direct my statement to Title I, Sections 101 and 102 of

the Economic Equity'Act, pertaining to eligibility for Individual Retirement

Accounts. These provisions would allow each spouse to have an IRA of $2,000

as long as one spouse was earning at least $2,000 per year. Furthermore, alimony

payments would be allowed in computing a person's total income for the purposes

of determining their maximum allowable contribution to an IRA. Such provisions

amend current law which limits non-wage earning spouses in the amount they can

contribute to an IRA.

Increasing the maximum contribution for a non-working spouse is an important

step. It provides yet another incentive for a woman (and I say woman since
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the greatest users will be women) to establish some retirement security income

in her own name, and at some meaningful savings level. Even though current law

allows the division of the spousal IRA in any proportion up to S2,250, many

women have been cut out of the IRA movement.

AAI9 recognizes the importance of the homemaker's contribution to her

family and her community. We are also pragmatic enough to recognize that we

should not delude ourselves into thinking that spousal IRAs are a panacea

for women's pension needs. IRAs help the middle and upper classes. One merely

needs to look at the figures provided by the Joint Committee on Taxation to

understand this reality.

In 1932,11 million taxpayers took advantage of IRAs. Of these, 655,000

opted for the spousal IRA. Broken down by family income, those earning up to

$10,000, did not use spousal IRAs, and only 29,000 families earning between

$10,000 - $15,000 used spousal IRAs. The bulk of spousal IRA users fell in the

incie ranges of $20,000 - $50,000, with the largest number of participants, 235,000,

earning between $30,000 - $50,000 in 1982 (See Table I).

Among families in the $30,000 - $50,000 range, 83.1 percent had more than

one earner, as did those in the $50,000 - $75,000 bracket. At incomes of

$75,000 or more, the proportion with multiple employment dipped to 72.4 percent.

As Andrew Hacher points out so clearly, "a striking feature -of recessions --

indeed of depressions as well -- is how many people hold on to well-paying

Jobs. Even if those receiving paychecks cut down somewhat on their spending,

members of the middle class still pay five figure tuition bills, move into

condominiums and have something remaining for IRAs .... " (p. 30. Hacher, op. cit.).

Thus, the population to benefit most from IRAs are clearly the group with the

25-711 0 - 83 - 9
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smallest claim on federal assistance.

While IRAs have provided strong incentives for savings in 1982, IRAs

accounted for $59.5 Billion, They are also a method of deferring taxes on

income set aside for retirement. According to the Joint Committee on Tax-

ation, estimates of current costs for IRAs, with the spousal options raised to

$2,000, represent $100 Million in 1984; $400 Million in 1985-86, and $500

Million in 1987-88.

The popularity of the spousal IRA increase is one which must be weighed

against the other more pressing pension and retirement needs of women in our

society. While MWA fully supports the IRA provisions, there are many fund-

amental changes in the pension area which require Congressional action.

Provisions of the Economic Equity Act are but a beginning. The enactment

of the ERTA and TEFRA have addressed certain specific needs. If future public

policy is to be developed in this area, AAW reconends that changes be made in

vesting provisions, eliminating the inequities of integrated pension plans, and

providing for some pension portability for workers in this highly mobile society.

Women workers today need lower vesting ages, a system to rollover pension

earnings when changing jobs, and an end to the flawed concept of integrated

pension plans, which penalize low paid workers by cutting into benefits earned

while creating S tax shelter for businesses.

Too many elderly women live in poverty in 1983. As our population grows

older we must develop policies which prevent our society from becoming a two-

tiered system where men enjoy the benefits of their labors through a secure

retirement while women live on the edge of existence because our lawmakers did

not plan ahead to avoid social and economic injustice.
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TABLE I

Spousal IRAs - 1982

Family Income Number of Families Participating

$0 - 10,000

$10 - 15,000 29,000

$15 - 20,000 33,000

$20.- 30,000 189,000

$30 - 50,000 235,000

$50 -100,000 139,000

$100,000 + 21,000

* insignificant

Source: Joint Committee on Taxation, 1983
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STATEMENT OF WARLENE GARY, NATIONAL OFFICER,
AMERICANS FOR DEMOCRATIC ACTION, WASHINGTON, D.C.

Ms. GARY. Thank you. I'm Warlene Gary, National Officer of
Americans for Democratic Action. ADA is a national membership
organization with members in every State.

I would like to thank the Finance Committee for giving me the
opportu-nity to testify today. We are not going to deal with the
technical aspects of the bill. Others are better qualified than us to
do that. What we can testify to is the serious and pervasive eco-
nomic problems that women face in today's society.

While women have always been in a less economically viable po-
sition than men, changing sociological and cultural factors have
brought this problem to a critical level. The increasing divorce
rate, the growing number of women in the labor force and heading
households, and the wide income differential between women and
men have made the feminization of poverty a frightening reality.
While the number of people living in poor households headed by
white males dropped 50 percent, the number of people living in
poor families headed by women rose 54 percent.

Therefore, the Economic Equity Act is not simply a women's
rights bill, it is an antipoverty bill, it is a family protection bill and
it is a civil rights bill.

A recent report by the U.S. Commission on Civil Rights details
how women have been victimized by discrimination in education,
in job training, and in the labor force. Women have been consigned
to low-paying jobs with poor benefits that have little opportunity
for advancement. The considerable disparity between the earnings
of women and men puts women at an even greater financial disad-
vantage. The well known 59 cents is for normal women, and for
black women working, that number drops to 54 cents and for his-
panic women, it drops to 49 cents. Three out of five working
women earn less than $10,000 a year while one out of three earn
less than $7,000. Thus, women make up a large proportion of the
working poor; even when they are employed full time, they are
unable to support their families.

Discriminatory practices, some of which are addressed by this
legislation, exploit women -when they are most vulnerable. For ex-
ample, pension practices which deny benefits to widows and divor-

-bees hurt women when they are least able to help themselves be-
cause they are elderly, enfeebled or alone. Inadequate child support
enforcement laws leave women without protection when they are
faced with raising a family on a low income. Martin Luther King
used to talk about the paralysis of analysis, so I'm going to skip
some of my testimony and speak specifically to title I of the bill
which deals with pensions and retirement plans, and is an impor-
tant step in considering marriage an economic partnership. It
begins to recognize the differing needs and contributions of women
who choose to remain in the home and raise a family. These
women have very low salaries and discontinuous working records.
They lose important pension credits when they leave the work
force for childbearing. Divorced and widowed women are in an es-
pecially tenuous position. Only 5 to 10 percent of surviving spouses
ever receive their husbands benefits. And out of the 21 percent of
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all women who have their own pensions, just 13 percent actually
receive them. Individual Retirement Account [IRA] contributions
are pegged to earnings, thus penalizing homemakers and the ma-
jority of working women who are low wage earners. Because of this
inequity, elderly women are the fastest growing group of poor
people in this country. There are twice as many older women living
in poverty as men, and five times as many minority women below
the poverty line as there are white men. The EEA provides signifi-
cant help in some of those areas, such as establishing pensions as a
legitimate property right, lowering the age of participation in pen-
sion plans from 25 to 21 years, or requiring that a survivor's bene-
fit be paid to the participant's spouse. But it does not go far
enough. Other measures, such as reducing the vesting period for
pension plans from zero year to 5, or 3 years would be of enormous
value to working women.

Let me jump to title III real quick. The prohibition of discrimina-
tion in insurance practices is not directly under the jurisdiction of
this committee. I will only mention it briefly. But it is an impor-
tant part of the EEA, and in many ways the most important and
extensive in its impact on women. I think it is essential that this
committee is aware of the insidious effects of gender based actuar-
ial tables on women which result in poor benefits and high insur-
ance premiums.

Women are not fooled by the deceptive campaign the insurance
industry is running against this legislation, and I hope that Con-
gress is not taken in by it either.

In summary, taken together, the Economic Equity Act helps to
remedy a wide range of problems women face in our society. Elder-
ly women would be assured of survivor's benefits, displaced home-
makers would be covered under the targeted job tax credit pro-
gram, mothers would receive some retirement credits when on ma-
ternity leave, female headed households would be eligible for the
same standard deduction that married couples get, and receive tax
credits for dependent care. Divorced women would be protected by
much stronger child support enforcement laws when they are
caring for a family, and would be guaranteed their pension rights
when they are older.

Although this legislation operates in a number of areas that are
of vital concern to women, it is by no means as extensive as it
could be. We would thus like to remind the committee that only
the equal rights amendment can fully protect women from discrim-
ination.

Nonetheless, the Economic Equity Act is a step toward economic
equality, a prerequisite to social and political freedom. Passage of
the EEA would give women a legislative handle in protecting their
rights, and we urge the committee to support it.

I would like to thank you and I would also like to resurrect, for
the record, Voices for Women. This document was done in 1980. I
happened to be the Acting Executive Director at the death of this
document. We went all over this country and took testimony from
women in four regions, on military Air Force bases in the Indian
communities. This stands as testament to the legislation that you
are now working on. Thank you.
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Senator DURENBERGER. Thank you very much, and thanks to all
of you.

[The prepared statement of Ms. Gary follows:]
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I am Warlene Gary, National Officer of Americans for Democratic Action.
ADA is a national membership organization with members in every state.

I would like to thank the Finance Committee for giving me the opportunity
to testify today. We are not going to deal with the technical aspects of the
bill -- others are better qualified than us to do that. What we can testify to
is the serious and pervasive economic problems that women face in today's

society.

While women have always been in a less economically viable position than

men, changing sociological and cultural factors have brought this problem to a
critical level. The increasing divorce rate, the growing number of women in the
labor force and heading households, and the wide income differential between
women and men have made the feminization of poverty a frightening reality.

While the number of people living in poor households headed by white males
dropped 50 percent, the number of people living in poor families headed by

women rose 54 percent.

Therefore, the Economic Equity Act is not simply a "women's rights" bill,
it is an anti-poverty bill, it is a family protection bill and it is a civil

rights bill.
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A recent report by the U.S. Commission on Civil Rights details how women

have been viccimized by. discrimination in education, in job training, and in

the labor force. Women have been consigned to low-paying jobs with poor

benefits that have little opportunity for advancement. The considerable dispari-

ty between the earnings of women and men puts women at an even greater

financial disadvantage. The 59 cents figure is well known; for black women

working, that number drops to 54 cents and for hispanic women, it drops to 49

cents. Three out of five working women earn less than $10,000 a year, while one

out of three earn less than $7,000. Thus, women make up a large proportion of

the "working poor" -- even when they are employed full-time, they are unable to

support their families.

Discriminatory practices, some of which are addressed by this legislation,

exploit women when they are most vulnerable. For example, pension practices

which deny benefits to widows and divorcees hurt women when they are least able

to help themselves because they are elderly, enfeebled or alone. Inadequate

child support enforcement laws leave women without protection when they are

faced with raising a family on a low income.

Title I of the bill, which deals with pensions and retirement plans is an

important step in considering marriage an economic partnership. It begins to

recognize the differing needs and contributions of women who choose to remain

in the home and raise a family. These women often have very low salaries and

discontinous working records. They lose important pension credits when they

leave the workforce for childbearing. Divorced and widowed women are in an

especially tenuous position. Only 5 to 10 percent of surviving spouses ever

receive their husbands benefits. And out of the 21 percent of all women who

have their own pensions, Just 13 percent actually receive them. Individual

Retirement Account (IRA) contributions are pegged to earnings, thus penalizing

homemakers and the majority of working women who are low-wage earners. Because

of this inequity, elderly women are the fastest growing group of poor people in

this country. There are twice as many older women living in poverty as men, and

five times as many minority women below the poverty line as there are white

men. The EEA provides significant help in some of these areas, such as

establishing pensions as a legitimate property right, lowering the age of
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participation in pension plans from 25 to 21 years (the years when women have

the highest labor force participation rate), or requiring that a survivor's

benefit be paid to the participant's spouse. But it does not go far enough.

Other measures, such as reducing the vesting period for pension plans from 10

years to five or three years would be of enormous value to working women.

Title II, the Dependent Care provision of the bill, is essential to the

health and well-being of children and elderly or sick family members. Dependent

- care is not a luxury -- it is an economic necessity. Statistics show that

two-thirds of all women in the labor force are single, widowed, divorced or

have husbands who earn less than $10,000 a year. Almost 70 percent of all women

with children are working, while 42 percent of mothers with children under 3

years are employed. This has resulted in a situation where 6 to 7 million

children under the age of 13 are completely unsupervised while their parents

work.

Single-parent families are often hit the hardest. One-third of these

households live in poverty. The lack of dependent care prevents many poor women

from Leaving the welfare roles and entering the labor force. Those who most

need to work are unable to do so as the cost of paying someone to care for

their children or dependents is just too high to make-working worthwhile.

Federal money for child care referral services and tax credits for dependent

care would help ease the burden on working mothers.

Since Title Ill, the prohibition of discrimination in insurance practices,

is not directly under the jurisdiction of this committee, I will only mention

it briefly. But as it is part of the EEA, and in many ways the most important

and extensive in its impact on women, I think it is essential that this

committee is aware of the insidious effects of gender-based actuarial tables on

women which result in poor benefits and high insurance premiums. Women are not

fooled by the deceptive campaign the insurance industry is running against this

legislation, and I hope that Congress is not taken in by it either.

Similarly, Title IV, which requires a comprehensive revision of federal

regulations that reflect unequal treatment of women on the basis of sex, is not

under this committee's purview. But it is an important civil rights measure.
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The provision is much more significant than simply a language change for it

would help remedy those practices which put women at an economic disadvantage

and prohibit future sex-biased regulations. We also think it is important that

the Federal government take* the lead ir, purging sex-based distinctions from its

practices.

Title V addresses the critical needs of women who head households. There

are--sbme 8.2 million single female-headed families in this country, and that

number is growing ten times as fast as male-headed families. Three quarters of

these women do not receive any child support. This despite the fact that a

woman's income usually drops 73 percent when she gets divorced while a man's

increases by 42 percent according to a California study. In fact, half of all

children who live in poverty live in households headed by women.

The number of fathers who do not pay any child support or pay less than

the full amount awarded is startling. This results in an enormous economic

burden for women. Yet even when child support is paid, the average amount does

not begin to meet the cost of raising a child. Estimates say that only 3

percent of eligible female-headed families receive enough child support to put

them over the poverty level.

For those women who are not on welfare, but must still struggle to support

their families, there is little help. The laws are inconsistent and incomplete.

And there is very little government assistance in tracking down those fathers

who refuse to pay. Title V would provide for much stricter enforcement

practices by establishing mandatory withholding of child support from wages,

and collection procedures for non-welfare as well as welfare assisted families.

Taken together, the Economic Equity Act helps to remedy a wide range of

problems women face in our society.

* Elderly women would be assured of survivor's benefits

Displaced homemakers would be covered under the targeted jobs tax

credit program

* Mothers would receive some retirement credits when on maternity leave
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Female-headed households would be eligible for the same standard

deduction that married couples get, and receive tax credits for

dependent care

Divorced women would be protected by much stronger child support

enforcement laws when they are caring for a family, and would be

guaranteed their pension rights when they are older.

Although this legislation operates in a number of areas that are of vital

concern to women, it is by no means as extensive as it could be. We would thus

like to remind the committee that only the Equal Rights Amendment can fully

protect women from discrimination.

Nonetheless, the Economic Equity Act is a step towards economic equality,

a prerequisite to social and political freedom. Passage of the EEA would give

women a legislative handle in protecting their rights, and we urge the

committee to support it.
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Senator DURENBERGER. I won't ask you any questions, because
we have been asking each other's questions and answering their
questions for about 4 years now, and I must express my apprecia-
tion not only to you as individuals, but to the many people and all
of the resources that your organizations and institutions represent
that have contributed to this legislation. Senator Packwood?

Senator PACKWOOD. There are no more questions to ask. The
issues don't change. The evidence accumulates as we go on. Sooner
or later we will pass all or most of this. You have simply fortified
what we heard yesterday and yesterday fortified what we've known
for the last 2 or 3 or 4 years, and we'll just keep plugging away at
it and sooner or later we will get most of it.

Senator DURENBERGER. Senator Long?
Senator LONG. Yes; thank you.
Senator DUREPBERGER. Senator Bradley?
Senator BRADLEY. Mr. Chairman, I have no questions. I just

think that the witnesses' testimony, as Senator Packwood said,
only underlines the need for action.

Senator DURENBERGER. Thank you very much and thank you all
for your testimony. Our next panel consists of Dan R. Copeland, di-
rector, the National Council of State Child Support Enforcement
Administrators from Anchorage, Alaska, who was our guest here
last week at another hearing. I guess a lot of these people were.
John P. Abbott, Utah State child support director, Salt Lake City,
Utah; Sue Hunter, president, Louisiana Child Support Enforcement
Association; and Michael E. Barber, deputy district attorney and
legislative representative for the California District Attorneys'
Family Support Council.

We have Mr. Barber and Ms. Hunter here. Welcome again. We
need an H for Ms. Hunter. I think Russell will recognize her with-
out the H, but there may be someone else here that won't.

Let me just say as you're taking your seats that we didn't all
have the equal opportunity last week to listen to some of this testi-
rnony around the administration's proposals on child support en-
forcement, but many of us did have some opportunity to enjoy in a
legislative sense the efforts on the part of the senior Senator from
Louisiana to call into questions the depth of our joint commitment
to the work that all four of you are expert at and that he has had a
long-time commitment to, and since child support enforcement is
such an essential part of economic equity for women, it has been
incorporated into S. 888 and as an essential part of eliminating
that particular discrimination that befalls women as mothers. So
we are indebted to you. I am sure there is a certain amount of in-
convenience to all of you to be back here twice in a row, but let me
say that can't be measured in dollar terms because you are testi-
mony to an awful lot of people who can't afford to come in and
help us with this particular effort. So in advance, we are all grate-
ful to you and we will begin the panel with Mr. Copeland, and then
follow in the order that you have been introduced.
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STATEMENT BY DAN R. COPELAND, DIRECTOR, THE NATIONAL
COUNCIL OF STATE CHILD SUPPORT ENFORCEMENT ADMINIS-
TRATORS, ANCHORAGE, ALASKA
Mr. COPELAND. Good morning. I'm Dan Copeland, president of

the National Council of State Child Support Enforcement Adminis-
trators. I also serve as the director of the Alaska State Child Sup-
port Enforcement Agency. The national council includes the oper-
ational head of each State child support enforcement agency. This
provides the council with a firsthand working view of the child sup-
port program and its complete impact on the public entitlement
program.

The national council is extremely pleased with the attention that
the Economic Equity Act has brought to the child support program.
The act offers a number of technical operational improvements for
the program, and the council supports all of these. Many of the
more effective States are already doing a number of these items.
While these improvements are significant, the most far-reaching
and important aspect of the act is in the change of the purpose
statement. That change I'd like to read just to make it absolutely
clear what we're looking at. It says: "The purpose of the program
authorized by this part is to assure compliance with obligations to
pay child support to each child in the United States living with one
parent." That's an extremely comprehensive statement and I think
I need to point out that at this point the current statute language
also would make this same requirement. However, in spite of this,
the administration, through the Federal Office of Child Support
Enforcement [OCSE], has consistently offered funding changes that
direct the program in an effort that would limit the program to the
AFDC caseload.

This inconsistency between statute language and OCSE funding
direction has been a major point of question for the people doing
most of the collection work. Conflict in the basic program direction
has been one of the most significant factors in limiting the pro-
gram's overall effectiveness. For example, many of the very effec-
tive States are declared inefficient when in reality they meet all
program requirements and are doing an excellent job.

On the other hand, you've got ineffective States that provide a
very narrow scope and are declared effective. You've also got
States that are extremely ineffective that because of the program
conflict in major dir ection, this is allowed to, you might say shield
them, and not hold them accountable.

The national council has prepared a status report, and this policy
inconsistency is raised throughout the report.

On page 19 of the report, the council calls for the basic policy
decision to be made. That question is, Should the child support pro-
gram be viewed as a service or a revenue generation program?

The Economic Equity Act makes it clear that all child support is
important and both objectives can be met. At this point I think you
might want to take a real serious look at the central registry
aspect of the act. That is going to call for a significant funding re-
quirement to establish the program networks, the computerized
service load, and then the data capturing of the previous records.
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We endorse that concept heartily, and we are keenly aware of
the financial requirements that are going to be coming with that
central registry concept. I would like you to take a look at the act
and recognize that it's going to take more than just an approval
vote from-Congress. It's a major commitment to the child support
work requiring it to do more than just governmental reimburse-
ment. The long-term benefits of the financial and social impact will
be far greater than the short-term financial requirements.

The council strongly recommends that this committee recognize
the benefits of supporting the Economic Equity Act with your vote
and adequate stable funding. Thank you.

Senator DURENBERGER. Thank you very much.
John Abbott.

STATEMENT BY JOHN P. ABBOTT, UTAH STATE CHILD SUPPORT
DIRECTOR, SALT LAKE CITY, UTAH, ON BEHALF OF THE RECIP-
ROCAL AND FAMILY SUPPORT ENFORCEMENT ASSOCIATION,
DES MOINES, IOWA
Mr. ABBoTr. Mr. Chairman, it is an honor to appear once again

before this committee. I am John Abbott, director of the Office of
Recovery Services for the State of Utah. I'm also the immediate
past president of the National Council of State Child Support En-
forcement Administrators. I'm also here today testifying on behalf
of the National Reciprocal Family Support Enforcement Associ-
ation with over 5,000 members nationwide.

As an administrator in the support enforcement field, I'd like to
review with you and comment on Section 504 of the Economic
Equity Act. This has to do with strengthening of State child sup-
port enforcement procedures.

Section 20 provides that States shall seek medical support for
children for whom it is seeking financial support when such medi-
cal support is available from the absent parent at a reasonable cost
through employment-related health care or health insurance situa-
tion. We believe that this is an excellent provision. It may be some-
what redundant, however, as the administration is currently pro-
mulgating through their rulemaking process this very procedure
and I don't know that it needs to be done legislatively.

Section 21 provides for mandatory withholding and payment of
past due support from wages when such support has been past due
for 2 months, as determined through the child support clearing-
house. Now, notwithstanding the debates on the merits or the prob-
lems with a clearinghouse concept, the mandatory wage assign-
ment is an excellent enforcement tool. Automatic wage assign-
ments for past-due support have proven very effective-for several of
the States that currently have these provisions. We believe that
this should strongly be supported by the committee.

Section 22 provides a procedure for imposing liens against prop-
erty and estates for amounts of past-due support owed by the
absent parent. We think that this section should indicate with clar-
ity that the imposition of liens only be applied to perfected judg-
ments. Assuming this is clarified, we also recommend your support
of this provision of the bill.
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Section 23 deals with the imposition of an intercept for income
tax owed by the absent parent and we also believe that this is an
excellent concept. This has been employed and utilized by many
States. It has proven very cost effective. There are some States in
regard to the State tax portion of this provision where the State
taxes are not that significant and it may well cost more in those
States to gear up the system than you would ever get back. But the
number of States where that would apply to are very minimal.

Section 24 provides that a quasi-judicial or administrative proce-
dure be available to aid in the establishment, the modification, and
the enforcement of support obligations as well as in the establish-
ment of paternity. The quasi-judicial or administrative establish-
ment and enforcement is, as a general rule, much more effective
and efficient as well as available for a lower cost than the perhaps
somewhat antiquated hands-on judicial involvement in each and
every child support problem. Now, appropriate hearings and appeal
procedures could be employed within this act to allow for all due
process concerns to be addressed. And in regards to the paternity
portion, we believe that the technology is certainly there in terms
of the HLA blood tissue testing procedures that we could move
ahead with this type of procedure.

The act also provides that the States must have at least three of
the following:

(1) Voluntary wage assignment for payment of support obliga-
tions,

(2) the use of highly accurate scientific testing as determined by
the Secretary to determine paternity,

(3) the imposition of a security, bond-and we would like to add
trust account to that-or other type of guarantee to secure support
obligations of absent parents who have a pattern of past-due sup-
port,

(4) a procedure whereby a proceeding to establish paternity may
be carried out without the participation of the alleged father if
such alleged father refuses to cooperate in establishing paternity,
and

(5) use of an objective standard to guide in the establishment and
modification of support obligations by measuring the amount of
support needed and the ability of an absent parent to pay such sup-
port.

We believe these are excellent laws that would help to change
the current trend of nonsupport by many individuals. They are also
widely supported by practitioners in the field. In fact, 89 percent of
entities responding to a recent poll conducted by the National Re-
ciprocal Family Support Enforcement Association supported these
laws. We believe, however, that a longer period should be allowed
for States to implement these requirements, or require fewer
changes in the short timeframes proposed.

With that caveat, however, we urge you to support these propos-
als which would significantly strengthen the program in many
States. Thank you very much.

Senator DURENBERGER. Thank you very much, Mr. Abbott.
[The prepared statement of Mr. Abbott follows:]
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STATEMENT OF JOHN P. ABBOTr ON BEHALF OF THE NATIONAL COUNCIL OF STATE
CHILD SUPPORT ENFORCEMENT ADMINISTRATORS AND THE NATIONAL RECIPROCAL
AND FAMILY SUPPORT ENFORCEMENT ASSOCIATION

Mr. Chairman, it is an honor to appear before this Committee today. I am

John Abbott, Director of the Office of Recovery Services for the State of

Utah. I am also the immediate Past-President of the National Council of

State Child Support Enforcement Administrators. As an administrator in

the support enforcement field, I would like to review with you and

comment on Section 504 of the Economic Equity Act, Strengthening of State-

Child Support Enforcement Procedures.

1. "(20) provide that the State shall seek medical support for

children for whom it is seeking financial support when such medical

support from an absent parent would be available at a reasonable

cost through employment-related health care or health insurance;

This provision will help offset Medicaid costs with minimal

impact on child support units and should be supported. This is

redundant, however, since it is currently being implemented by the

Administration through rule making.

2. "(21) provide for mandatory withholding and payment of

past-due support (as defined in section 464(c)) from wages when such

support has been past due for two months, as determined through the

child support clearinghouse;
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Notwithstanding the debates on the merits and problems of a

clearinghouse concept, the mandatory wage assignment is an excellent

enforcement tool. Automatic wage assignments for past due support

have proven very effective for several states who currently have

this provision. This should be strongly supported by the committee.

3. 0(22) provide a procedure for imposing liens against property

and estates for amounts of past-due support (as defined in section

464(c)) owed by an absent parent residing in such State;

This section should indicate with clarity that the imposition

of liens only be applied to perfected Judgments. Assuming this is

clarified, we recommend your support of this portion of the bill.

4. *(23) in the case of a State which imposes an income tax,

provide that past-due support (as defined in section 464(c)) owed by

an absent parent residing or employed in such State shall be

withheld and collected from any refund of tax payments which would

otherwise be payable to such absent parent;

This is an excellent concept and has proven very cost

effective in a number of states that utilize this method. Some

states with minimal state tax, however, will incur more costs to set

up this system than they will receive in return.

5. 0(24) provide that quasi-Judicial or administrative procedures

be available to aid in the establishment, modification, and

collection of support obligations and in the establishment of

paternity;

25-711 0 - 83 - 10
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The quasi-judicial or administrative establishment and

enforcement of support obligations is, as a general rule, much more

effective and efficient as weU as available for a lower cost than

the perhaps antiquated hands-on judicial involvement in each and

every child support problem. Appropriate hearing and appeal

procedures also allow for all due process concerns to be addressed.

The technology is available to proceed with this type of legislation

as it relates to paternity establishment also.

6. "(25) provide for at least three of the following:

"(A) voluntary wage assignment for payment of support

obligations,
"(B) the use of highly accurate scientific testing (as

determined by the Secretary) to determine paternity,

(C) the imposition of security, bond, (we would like to

add trust account) or another type of guarantee to secure

support obligations of absent parents who have a pattern of

past-due support,

"(D) a procedure whereby a proceeding to establish

paternity may be carried out without the participation of the

alleged father if such alleged father refuses to cooperate in

establishing paternity, or
"MC) use of an objective standard to guide in the

establishment and modification of support obligations by

measuring the amount of support needed and the ability of an

absent parent to pay such support, such that comparable

amounts of support are awarded in similar situations.".
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We believe these are excellent laws that would help to change

the current trend of non-support by many individuals. They are also

widely supported by practitioners in the field. In fact, 891 of the

entities responding to a recent poll conducted by the National

Reciprocal Family Support Enforcement Association supported these

laws. We believe, however, that a longer period should be allowed

for states to implement these requirements, or require fewer changes

in the short time frames proposed.

With that caveat, we urge you to support these proposals which would

significantly strengthen the program in many states.

Thank you.
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Ms. Hunter.

STATEMENT OF SUE HUNTER, PRESIDENT, LOUISIANA CHILD
SUPPORT ENFORCEMENT ASSOCIATION, GRETNA, LA.

Ms. HUNTER. Mr. Chairman and Senator Long. I appreciate this
opportunity to return here to this room. I am Sue Hunter, adminis-
trator of the support enforcement division in the Office of District
Attorney John M. Mamoulides, Jefferson Parish, La. I also speak
for the Louisiana District Attorneys Association and the Louisiana
Child Support Enforcement Association in supporting the intent of
these proposals to give equal treatment in child support matters
for both welfare and nonwelfare cases. We think the problems of
equal treatment will remain as long as funding is dependent on the
dollars collected for only some of those who need our services, the
welfare recipients. The Federal officials tell us now that we should
tell nonwelfare applicants to expect very little in the way of serv-
ices. Since we must allocate our resources on our funding formula,
that is what we have to do.

We recommend that no shift in the funding formula be made
until a realistic appraisal is completed of money saved by the Fed-
eral Government in welfare, medical benefits and food stamps for
service to nonwelfare cases. This factor must be figured into the
new funding formula allowing room for growth as resources
become available to us to properly handle all those who need our
services, and the women know that we will be able to provide
them. Without this approach, the provisions of this act will only be
a cruel hoax to the women who are already disillusioned with the
system.

Although we support these proposals, we do have comments on a
few of them. We qualify our support for Federal income tax offsets
for nonwelfare cases unless there is a positive means of verification
of delinquent support before the offset is submitted to the Internal
Revenue Service. We have reservations about the quasi-judicial or
administrative procedures because we have questions about the due
process. We think justice should be left to the courts and not to the
bureaucrats. But either way we do feel like sufficient leeway
should be left for the district attorneys to have a strong role in en-
forcement.

We are concerned about the provisions to seek medical support.
We fear that it would be an administrative nightmare with cost
outweighing benefits. This would involve both the employer and
the insurance company as well as the absent parent. If medical
benefits become a part of the child support order, would we not be
under the same obligation for enforcement and what party would
we seek for redress if support is paid but not medical benefits?
Who handles the disputes over the medical insurance claims?
These are the reasons that we are questioning.

With regard to the child support clearinghouse, we go back to
the proposed statement quoted earlier. Does this mean that every
child in this country who is entitled to receive support under some
kind of an order must have the services of IV-D regardless of
whether the parent wants it or not? Why do you want to force a
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family through a bureaucratic process when the parents can and
do handle giving and receiving support on their own?

In Louisiana we have the equivalent of a clearinghouse for IV-D
cases only, but we have no way of knowing how many families
there are out there who really need our services and have not yet
applied for it. We hope that Congress will pass the measures that
will bring us strengthened child support laws. We want these more
effective techniques. But I think Congress must decide if there is to
be a cost-effective support enforcement program or an effective na-
tional support enforcement program.

We are hoping, of course, that the Congress will take the latter
course. We think it's the best choice, both morally and politically,
and the long term it will save the taxpayers the most money. I
want to caution that we understand that this is not going to solve
all of the problems. Implementation is going to take a long time in
the different States. The education in the court and with the gener-
al public is something that will continue for a long time.

Thank you very much for this opportunity.
Senator DURENBERGER. You're getting to be a real expert in stop-

ping right on the dime, all of you. Mr. Barber, thank you for
coming back.

[The prepared statement of Ms. Hunter follows:]
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STATEMENT OF SUE P. HUNTER, ON BEHALF OF THE LOUISIANA DISTRICT ATTORNEYS
ASSOCIATION AND THE LOUISIANA CHILD SUPPORT ENFORCEMENT ASSOCIATION

Mr. Chairman and Members of the Senate Finance Committe:

We are grateful for this opportunity to testify on proposed amendments to the Child

Support Program under Title IV-D of the Social Security Act in S. 98.

I am Sue P. Hunter, Administrator of the Support Enforcement Division of District

Attorney 3ohn M. Mamoulides In 3efferson Parish, Louislana. I speak for the Louisiana

District Attorneys Association and the Louisiana Child Support Enforcement Association.

We are in total agreement with the intent of the amendments proposed. At the

same time, we are greatly concerned about the future implications should these provisions

be enacted.

The thrust of the purpose statement amendment Is to provide equal treatment of

Non-AFDC cases. The current IV-D law already carries this provision, a position upheld

two months ago by the U.S. District Court for the Western District of North Carolina In

ordering equal support collection efforts for children not receiving welfare.

Problems of equal treatment do not come about because of the statement of purpose

of the V-D Act. The problems arise because of the funding mechanism which only gives

incentives for collections made on welfare cases. Funding for what we do In child support

enforcement Is determined by our success In that one area alone.

So even though we may be trying to carry out all the provisions of the congressional

mandate, we must weigh priorities In allocating resources If we are to have the dollars we

need to continue to operate the program. In none of the child support conferences I have

attended have I heard a federal official tell us that we should put Non-AFDc support

establishment, support enforcement, or paternity determinations at the top of the priority

list. Rather, we were advised to tell applicants they must expect to get very little

service.
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. It is our understanding that the Office of Child Support Enforcement has been

requested for the last five years to develop methodologies on cost avoidance of the Non-

AFDC child support program. It Is good to know that OCSE awarded that study contract

this spring with the longer range goal of "much more refined recognition of AFDC,

Medicaid, and food stamp cost avoidance in program financing structure."

The Congressional Caucus for Women's Issues should be most interested in the

results of this study and any accompanying recommendations.

Knowing that this study is underway should also cause Congress to say "HALT" to

any proposal which would restructure the funding formula right how. If for no other

reasons it seems unwise to switch funding this year, knowing that another change will have

to be made to take Into account a realistic appraisal of the cost avoidance for Non-AFDC

recipients. Shifts back and forth of that magnitude will damage the stability of the

program. Federal, state and local governments have different fiscal years, with different:

times for funding allocation. Changes cannot be easily made. The uncertainty of the

process, disrupts continuity.

Make no mistake. The question of equal treatment of AFDC cases and Non-AFDC

cases will exist as long as funding continues to be dependent on the dollars collected for

only some of the recipients who need our services.

Funding for support enforcement is a complex matter.

We appreciate the concern of the federal government at open ended Federal

Financial Participation which allows states to spend money regardless of the extent of

efforts made and to save state money at a greater rate than the federal government.

At the same time we know too well the pressures for AFDC collections which

results in NAFDC cases getting less service than AFDC cases because of limited

resources,
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With child support enforcement now a critical economic issue for more and more

women who head single parent families, the dilemma of funding must be solved. As a

national issue, it should be addressed at the national level.

You In Congress must decide which way to solve the future of the child support

enforcement program.

Does the federal government want to have an enforcement

program which is cost effective?

OR

Does the federal govtnrnment want to provide the funding to have

an effective national support enforcement program?

Many of the proposals of the Economic Equity Act greatly expand work re-

quirements for those of us in the field but give us little tangible results in dollars for staff

to do that work. It would be a cruel hoax to all who ned our services to pass this Act and

then not to follow through on equal treatment because of the funding formula.

We turn now to specifics of the proposal.

We support these:

I) Mandatory wage assignments in the case of delinquent sup-

port.

2) Imposition of liens against property and estates for delin-

quent child support.

3) State income tax offset against refunds to collect past due

support.

4) Use of highly accurate scientific tests to determine the

likelihood of paternity.

5) Authorization for the court to require a security bond, or

other guarantee to secure the child support obligation.
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6) Automatic mandatory wage assignment for federal

employees.

We qualify our support for federal income tax offsets for Non-AFDC cases unless

there Is a positive means of verification of delinquent support before the offset Is

submitted to the Internal Revenue Service. Without this, there is no means of

verification for support payments or past due support.

Without experience in quasi-judicial or administrative procedures to establish and

enforce support orders, we do have certain reservations. While administrative procedures

may appear effective In some states, we have serious questions about due process' We

think justice is better left to the courts, not to bureaucratic procedures. Should either an

administrative or quasi-judicial process be Instituted, sufficient leeway should be left for

the district attorneys to have a strong role In enforcement. Without them, firm

enforcement cannot be achieved in many cases of recalcitrant parents.

We oppose the provision to seek medical support when seeking child support. It

would be a nightmare to administer and costs would far outweigh benefits. This would

Involve both the employer and the insurance company as well as the absent parent. If

medical benefits become a part of the-child support order, would we not be under the

same obligation for enforcement? And what party would we seek for redress If support Is

paid but not medical benefits?

With regard to a child support clearing house, we go back to the proposed statement

of purpose which we understand reads: "All-children should receive their support through

the IV-D program.

Does that mean that every child in this country who Is entitled to receive support

under some kind of order must have the services of IV-D, regardless of whether the parent

wants It or not? Why force a family through a bureaucratic process when the parents can
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and do handle giving and receiving support on their own? Why should the federal

government spend money to handle that transfer of money when farmnlies have sufficient

financial resources of their own?

In Louisiana, we have a central registry for IV-D cases. We have no way of knowing

how many families there are in the state who do not receive our services, but we can see

where the Non-AFDC caseload would quickly overflow our resource capacity if the

purpose statement was also mandated in a required IV-D state plan. That would seem to

be a clear case of over-regulation and unnecesary interference in privacy.

Those of us in Child Support Enforcement were excited by President Reagan's

statement in 3anuary:

"Our commitment to fairness means that we must assure legal and

economic equity for women, and eliminate once and for all, all

trces of unjust discrimination against women from the U.S. code.

'We will not tolerate wage discrimination based on sex and we

intend to strengthen enforcement of child support laws to ensure

that single parents, most of whom are women, do not suffer unfair

financial hardship."

We hope that Congress will pass measures which will bring that commitment nearer

to reality. We want more effective techniques for support enforcement. We need the

funding which would make it possible for us to provide services to all those who need and

want them.

Thank you for this opportunity to express our views.



149

STATEMENT OF MICHAEL E. BARBER, ESQ., DEPUTY DISTRICT
ATTORNEY, AND LEGISLATIVE REPRESENTATIVE, CALIFORNIA
DISTRICT ATTORNEYS' FAMILY SUPPORT COUNCIL, SACRA-
MENTO, CALIF.
Mr. BARBER. Thank you, Mr. Chairman. I want to thank you and

the committee for this opportunity to testify again and to stand on
the testimony I was able to present last week. I'm testifying today
on behalf of the Family Support Council of the California District
Attorneys Association. I'm an executive committee member of that
organization as well as the Director of DERFSE, along with the
gentleman on my left, and am also active in the Family Law Bar at
the national, State, and local level.

I have set forth in my written testimony some of the information
that I presented last week about the success of the IV-D program,
going back to the Governor Reagan administration. All of this is
presented preemptorily to demonstrate both the DA's commitment
thereto and to relate this to material before you. Last week, you
heard cumulative testimony decrying the inappropriate use by
HHS of the words "performance funding" in describing its plan to
reorient child support. Performance to OCSE of HHS is collections
to reimburse welfare. But, as shown above, true success is to get
enough support to end welfare for as many single parents as possi-
ble. Welfare collections are in part the fuel that drives this engine.
However, Congress has shown greater wisdom than the bureaucra-
cy in the two bills before this committee in recognizing that the
true objective of performance and the goal of the support program
is to end welfare dependents. It is this type of performance that is
ending welfare dependents the California District Attorneys Associ-
ation supports. It is hoped the comments that follow will help Con-
gress in reaching this true mark of performance, freedom from wel-
fare dependence for as many as possible.

On specific items, trustee concept is excellent, it's valid in Michi-
gan. However, before this is imposed on nonwelfare cases across
the country, assure yourselves that the financial system, the distri-
bution system, the accounting system of some of your big cities is
up to handling all the accounts that are going to be imposed on
them. Chicago, Los Angeles, and others may not yet have the book-
keeping system to provide for timely disbursement.

Tax refund at State and Federal level is something we heartily
endorse. Make sure, however, again, in line with Ms. Hunter's com-
ments, that there is a system for timely resolution of disputes in
these nonwelfare cases as to whether or not the funds are owed,
and that the whole matter is cast in the context of a garnishment
or private litigation to avoid confusing the matter with a setoff of
public debts versus debts owed by the public in the form of a
refund.

We support medical reimbursement and property liens, but I
wish to point out these will cost some money, and if the OCSE
structure is imposed, as I stated last week, where they look for
nothing but short-term payoff, these may be very difficult to imple-
ment because they are indirect and long-term payoff items.

I question with Ms. Hunter the imposition of the administrative
procedures. What works in some States may not work in others in
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terms of differing State court due process concepts, and we have
had considerable battles within our system and the appellate level
in California just on summary procedures through the judiciary. I
am concerned about what might happen if the judiciary is removed
from the process and the State courts, even at the trial level, are
given the power to second-guess an administrative hearing officer.

On wage assignments, the concept has worked extremely well.
California pioneered the wage assignment concept back-with its di-
vorce reform in 1969. However, on the national level I wonder
whether or not it might be more timely to look at expanding 6305
of the Internal Revenue Code to provide for not the full lein now
available in non-welfare cases if you're willing to go through the
bureaucratic hassles and pay the 120, but to allow directly a modi-
fied lein against paychecks by laying this up against various orga-
nizations or various regional offices.

There are certain other proposals that I've injected into the ma-
terials before you-they begin on page 14-that you might consider
and use to expand on the proposals already in the legislation: revis-
ing the incentive fund. It will provide for incentives in nonwelfare
cases, perhaps downgrading the percentage overall but expanding
on it.

Expand and reform credit reporting. Repeatedly we hear in our
offices of women, nonwelfare in particular, whose credit is ruined
because of the nonpayment of support. Yet there seems to be no
effective mechanism for one reason or another to get the default on
these orders before a credit reporting agency. What's sauce for the
goose ought to be sauce for the gander.

The title IV-E funding: There seems to be an omission in that
statute which is incomprehensible to me in view of OCSE's con-
stant push for revenue. Take a look at that. That may well require
some expansion and should be incorporated into IV-D.

Federal Court Registration-of Orders is another concept that
might be considered to 'avoid the delay involved in interstate proc-
ess where you already have an order. Also perhaps karats. Consid-
er deductibility or some other tax benefit to go with child support
to the individual who pays in full and on time every month. You

--- may get 10 out of 12 payments on, if not a voluntary basis but on a
grudging basis knowing the club is hanging over the individual's
head, but how much would we save, how much would the taxpayer
save if we got 12 out of 12?

Encourage family counseling through unions and employers. The
military which was plagued with family problems for a long time,
and I'm sure you've heard the cases, has now come through with
the family resource center which appear, at least, to me at the first
flash to be quite effective organizations for trying to keep the
family together and keep down the problems of divorce, and also by
counseling the parties allows them to mitigate their hostility at
each other and possibly encourage support payments, visitation,
and mitigate visitation and custody problems.

Paternity establishment as a separate support responsibility.
This was touched on in hearings last time. I wish to reiterate what
was said at that time and has been said here again, and that is
that in OSCE's accounting, we should keep track separately of
these things. This is a unique, important individual responsibility
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under IV-D and I would submit that if OCSE kept track of those-
it was interesting at the last hearing. I believe Senator Long asked
the OCSE representative how much it cost to prosecute a paternity
case in this country. I can tell him how much it costs in my county:
$330 per case on the average. But they couldn't tell you that. They
ought to be able to tell you that, and they ought to state it sepa-
rately and forget all about trying to use it in cost accounting data
in terms of the support enforcement aspect.

I submit further that if they did do that, chances are all of these
straw men raised about cost effectiveness in this program would
blow away just like straw ought to blow away in a strong wind.

The above recommendations and comments from the child sup-
port aspects of the Equity Act have been offered as a series of hope-
fully helpful suggestions. Child support enforcement has gone far
in this country in just seven years. The social problems that pro-
duce title IV-D also seem to be growing as fast or faster. The au-
thors of H.R. 2090 and S. 888 have made an important contribution
to the dialog over these social problems by recognizing the key to
their resolution is expanding the protection for all single parent
families. In doing so, they have given substance to the statement of
President Reagan earlier this year to the effect that we intend to
strengthen enforcement of child supportt laws to insure that single
parents, most of whom are women, do not suffer unfair financial
hardships.

Such has also been the goal of the California District Attorneys
Family Support Council, and the purpose of my testimony today. It
is hoped this testimony will further that goal.

On behalf of the Family Support Council, thank you, Mr. Chair-
man and members of the committee.

[The prepared statement of Mr. Barber follows:]
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STATEMENT OF

MICHAEL E. BARBER

REPRESENTATIVE

on behalf of the

CALIFORNIA DISTRICT ATTORNEYS FAMILY SUPPORT COUNCIL

Mr. Chairman and Members of the Committee:

I want to thank the Committee for this opportunity to pre-

sent this testimony to you on behalf of the California District

Attorneys Family Support Council. I am Michael E. Barber, an

Executive Committee Member and representative of that organiza-

tion. The purpose of this testimony is to support the provisions

of the Economic Equity Act concerning child support enforcement,

and to offer suggestions to impr:ie and expand them.

In California, the District Attorney is responsible for

enforcement of support and prosecuting paternity cases. This

has been a responsibility of this county officer since 1872.

Title IV-D's predecessor program in California was a product of

the efforts of the Governor Reagan Administration working with

the District Attorneys. The work has been considerable and

prodigious. In twelve years (the beginning of welfare reform

in 1971), we have seen collections go from $25,000,000 to well

over $200,000,000 in California. In the early stages of this

program, we saw AFDC growth stopped in its tracks in

California. Nationally, five years later, a similar manifesta-

tion occurred. Oregon, Nevada, selected counties in Missouri,

and catrtless other jurisdictions saw the same effect. If you

begin .to vigorously enforce support, therrIV-A begins to become

a manageable problem.

All of this is presented preemptorily to demonstrate

bo b the California District Attorneys' interest in the

subject and to relate this experience to the material before

you. Last week, you heard cumulative testimony decrying the
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inappropriate use by HHS of the words "performance funding" in

describing its plan to reorient the child support program (Title

IV-D). Performance to OCSE is collections to reimburse welfare.

But, as shown above, true success is to get enough support to end

welfare for as many single parents as possible. Welfare collections

are but the fuel that has driven this engine toward this goal.

Congress has shown greater wisdom than the bureaucracy in recog-

nizing this as the true objective of performance and the goal of

the support enforcement program. The proposals before you go far

beyond mere recoupment. They are aimed at the true goal of the

child support program. Hopefully, an end to welfare dependance.

It is this type of performance the California District Attorneys

support. It is hoped the comments that follow will help Congress

in reaching this true mark of performance, freedom from welfare

dependence for as many as possible.

Before I comment on individual points, the change in the

population we deal with in child support enforcement must be dis-

cussed. The continuing increase in divorces has left more and

more families dependent on some form of public service in enforc-

ing support. The Weitzman work (UCLA Law Review Aug. 1981, page

1181), shows clearly the direct correlation between divorce and

impoverishment of children. Also to be noted is the increasing

percentage of live births that are out of wedlock, up from 10%

to 18% in the last twelve years. This twin phenomena explains

why, even though support collections have gone from $600,000,000
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in 1976 to $l,80 0,OOOAin 1982, and the number of people receiving

support climbed 80% from 1975 to 1978, non-support continued to be

a major problem. The increasing volume of paternity cases, and

the increasing burden of new child support related divorces also

explains why Title IV-D costs have climbed as much as they have.

Given this crush of cases and the poor economy, it is amazing the

program is still showing the taxpayer any return, let alone the 32%

cash return it showed in 1982. This situation points up the need

for expanding and simplifying legal remedies to non-support, which

is the aim of the Equity Act's child support provisions. It also

points up the need to separately identify costs of paternity

establishment for the good of the whole support enforcement program.

Specific Proposals of the Equity Act

Public Trustee or Central Registry:

This proposal would pattern the nation's child support system

after the Michigan program, by requiring all support come through

a public agency. Although there may be some ojcntion based on

privacy and preserving direct contact with the family, given the

low level of full compliance with court orders (only 6% during the

life of the order), it seems'warranted. The Michigan system also

continues to set the pace nationally in collections on welfare

cases, thus pointing up the efficiency of a system that keeps track

of every support case from the time it is filed.
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However, there are several problems with the proposal. First, the

concept ought not be made part of the system until big city

accounting systems are prepared to handle the volume of payments.

Thus, the two to three-year lead-in time in the Equity Act may not

be sufficient to put this on stream.

Second, the statute is written in terms of the "state" having

the depository. In any reasonably populous state, the depository

should be at the local level. Too many errors can occur that

require local, personal contact. It would be difficult to justify

sending San Diego money to Sacramento that would, in turn, be sent

right back to San Diego. Committee comment to this effect, plus

using the words "cause to have maintained" might cure the problem.

As I testified to previously, OCSE opposition about funding non-

welfare activity must be overcome.

Third, even in Michigan, by express judicial approval, some

cases were permitted to pay outside of the system. This involved

less than 1% of the oases and was permitted only so long as there

was no default and it was mutually desired. The statute might be

modified to permit this.

The concept will minimize duplication of effort and result

in cost savings as a result of a constant monitoring of the

support case without regard to default. Since non-support is a

crime, it functions as a crime prevention unit. Such a concept

will be independently investigated in California this year with

an increasing number of varied interest groups in support thereof.

25-711 0 - 83 - 11



0 156

"Garnishment" of Tax Refunds for Non-Welfare Cases:

The District Attorneys Family Support Council unreservedly

supports this concept. However, the statute should be reviewed to

make clear that the monies are being seized under a garnishment con-

cept and not a setoff of mutual debts. It should be clearly under-

stood that the right the public has to setoff takes priority over

private rights. As to litigating private claims thereunder, the

language found in Sec. 6305(b) of the Internal Revenue Code, consign-

ing such litigation to the appropriate state court, could be

incorporated here.

Medical Reimbursement:

So long as the IV-D funding structure is kept intact, this

should be a manageable program requirement. However, there may

have to be a separate structure organized to litigate claims

against the insurer. It should also be noted the statute does

not define the coverage of the medical insurance (i.e. amount of

deductible, if any, exceptions to medical needs provided for,

etc.).

Property Leins:

This statutory requirement should be easy to comply with

since every state has some vehicle for recording a judgment

lein. Thus, being able to reduce the support order to judgment

and recording the judgment should suffice where the order cannot

be recorded directly. This does not reach the problem as to

whether the lein applies to property acquired after recording
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or whether continuous recording is necessary to collect on install-

ments due and unpaid after recording. The statute does not define

"property". If this includes personal property, then it is doubt-

ful whether any state can comply. The term "estates" is similarly

vague.

State Tax Refund Garnishment For Non-Welfare

This proposal is a logical extension of the setoff concept.

The problems with the federal concept also apply here. So long as

it is generally distinguished from setoff, these problems should

be minimized. There is an additional. problem with implementation

of the concept at both the state and federal 'Level. Claims of

lack of due process have been raised in federal court. As a

practicing family lawyer, I consider these claims spurious since

issues relating to due process are resolved in the initial liti-

gation, be that a divorce, paternity suit, or some related activity

involving reduction of.support orders to judgment. However,

federal courts do not seem to be well versed on state divorce

procedure and are publishing rulings that denegrate the process

and reflect this ignorance. Because of this, some states may be

reluctant to extend this program until these federal questions

are resolved. Bringing into this litigation family law practi-

tioners familiar with state procedure might be helpful in secur-

ing a swift and truly fair resolution of these cases.
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Administrative Procedures:

We seriously question imposing this concept as a federal

mandate. This concept is not defined. While some small states,

Utah, Alaska, and Washington, have found administrative courts

helpful, Michigan, Wisconsin, Minnesota, Iowa, and California

function in a timely manner through their judiciary. To create

a separate level of judiciary at the state level that can impose

permanent obligations on individuals is to potentially raise a

whole new series of due process problems. While the trial judiciary

may not always function satisfactorily to program administrators,

there is no certainty that administrative hearing officers will be

an improvement. In such areas as paternity, where a jury trial is

a right in California, or enforcement by contempt which is a mainstay

of the Michigan program, a non-judicial procedure would be useless or,

worse, raise due process questions now resolved. Funding for such

an extensive revision of the state's judicial system is another

problem. It is unlikely that the states would dismiss a per-

centage of the judges now hearing these matters and substitute

hearing officers. Rather, there would be an augmentation that

would be quite expensive if qualified individuals were used as

hearing officers. Cost is already a major concern to OCSE. How

much more would IV-D cost if now it had to fund a new judicial

level (or quasi-judicial level) in such states as Illinois,

California, and Michigan? Couple this with the uncertainty

that would be introduced into the system as the inevitable
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appeals were litigated and this becomes a rather poor program

mandate.

As an alternative, it is suggested that state courts be man-

dated to grant hearings on support matters within limited time

frames. Forty-five days from the date of filing a motion or

action for support, six months for a paternity trial would be fair

limits. If this is unavailable, then the courts could be required

to appoint special masters or commissioners to bring their calen-

dars up to federally required levels. The political pressure that

being unable to meet these deadlines might, in itself, cure the

problem. Other deadlines could be created surrounding issuance of

enforcement process. Two weeks on a garnishment, writ of execution,

sequestration, wage assignment, or other property seizure order

should be sufficient. The power to implement this requirement

could be lodged in federal district court. The whole state obli-

gation to comply could be incorporated in the grant in aid program

surrounding Title IV-A. Thus, the problems that resulted in

administrative process would be met with a less expensive

alternative.
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Wage Assignments - Mandatory and Voluntary

These items where separately stated are lumped together here

for testimony. Voluntary wage assignments present no problem, but

the need for them is open to question. If an individual would

voluntarily consent to a deduction of support from the paycheck,

who is to interfere or question the arrangement? Why must it be

made a matter of federal law?

As to mandatory wage assignments, the proposed statute could

be revised to improve and clarify it. The statute talks in terms

of a two-month default. This implies there must be two missed

months. Suppose partial payments are made? State statutes have

met this issue by stating the default that triggers the involuntary

assignment is a sum equal to two months' payments. Thus, partial

defaults are accumulated until the default equals the appropriate

sum and this permits the process to issue.

Also, most state statutes have a time frame in which the

default must occur to be counted. This has none. On its face,

it means any two months over the life of the order (which could

be eighteen years). If a time frame is intended, it should'be

included. If it is not, there should be committee comment.

This statute could come in conflict with state consitutional

limits on garnishment in such states as Texas where wage garnish-

ment is forbidden. To avoid this conflict, it is suggested
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Congress consider adding a supplement to the child support loin

procedure now authorized under Sea. 6305 of the Internal Revenue

Code. Rather than create a full lein, permit the collecting agency

to place an order on file with any office of I.R.S. which processes

"W-4"'s (withholding statements). I.R.S. then would notify both the

employer and the court when an absent parent's W-4 came through. IRS

would at the same time issue an order to the employer to take out of the

employee's paycheck the child support and send it to the collecting

agency. The employer would get a suitable sum ($2.00 per check)

from the employee for this task. If the money did not get paid

to the IV-D agency, that agency could then invoke I.R.S.'s

enforcement powers and, also, sue the employer civilly. To avoid

too much pressure on I.R.S., this procedure could be limited to

cases where the obligated parent could not be found in the state

where the order was entered, at least at the time of filing the

order with I.R.S. The voluntary concept could also be infused

in this in that the W-4 could include a clause for voluntary

deduction of child support, which the employer would have to

honor.

By making payments directly to the agency where the court

order was entered, I.R.S. avoids being the middle man. Its pro-

cess serving costs could be reimbursible. Such a procedure, being

federal, would avoid a collision with state constitutions. Direct

filing with I.R.S. avoids the delays under "6305" that now inhibit

the full use of that statute. As is now stated in Sec. 6305, I.R.S.
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state courts would be the vehicle for litigating substantive

claims of the employee.

Use of Scientific Tests to Determine Paternity:

This concept is now the law in the majority of states, and all

states are moving rapidly to do just what is mandated. However,

the decision as to just which genetic tests are scientifically

accepted has rested with the courts. This bill would seem to vest

this authority with the Secretary of HHS. While there ought to be

nothing to prevent the Secretary from making a recommendation, to

condition IV-D funding on a court accepting an HHS determination

whether or not chromosome banding or HLA testing on the "C" locis

is scientifically accepted seems a bit extreme. A broad panel of

tests being authorized could needlessly raise the cost of the

program. It is submitted that this is one area where judicial

discretion should not be invaded to the degree this statute

suggests.

An Ability to Obtain a Default Paternity Judgment:

Again, there is nothing wrong with this concept. It is

implicit in any civil proceeding and, under certain circum-

stances, in some criminal procedures. Due process consider-

ations could raise their head in this area, however, if the

refusal to cooperate was based on a correctly formed legal

opinion that the court in which the action was initiated did

not have jurisdiction. Adding after the words "carried out"

"in a court or administrative tribunal of competent jurisdiction"

should cure the defect.
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An Objective Guide on a State by State Basis for Support Orders:

This concept is now before the California Legislature with the

endorsement of the District Attorneys. While it would curb judicial

discretion, it would not eliminate it. The California scale will

be-related to Department of Agriculture studies on what percentage

of family income is devoted to raising children and on AFDC grant

size as a minimum basis for support. .If basic family income is less

than that which would support the parent and also pay the AFDC grant,

the Department of Agriculture percentages are applied to the income

to secure an appropriate support order. It remains to be seen if

this concept will pass.

This Equity Act provision will have the greatest difficulty in

being accepted by the states since it intrudes so directly into

judicial discretion at the local level. If it were rewritten to make

state receipt of IV-A funds conditional on using in court a scale of

support orders that would assure the federal government of signifiafant

reooupment of those funds, then it would have a rational basis and,

so, withstand judicial scrutiny. The formula could be written in

percentages rather than flat numbers. It would be clear that the

AFDC related sums would be minimums and the courts could order more

if justice, equity, and the needs of the child so required. The

state legislatures would then, in effect, control the minimum

support order in their state through the IV-A grant level they set.
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Security Bond for Support

This concept is already found in URESA (adopted in ev4ry

state and territory in the U.S.), and in the Uniform Desertion

and Non Support Act (adopted in 30 states). California includes

this in its civil support law and its parentage act. It is useful

but limited-in its application. Conceptually, it is a proper part

of a support program.

Bankruptcy Reform

This, being a matter of federal law, would seem to present -

little problem in getting an amendment. Chapter XIII should also

be reviewed. The continual renewal of plans thereunder has been

used to block recoupment of delinquent-support. This has been

a particular problem in cases involving tax refunds since at

least some California Bankruptcy Courts have prevented setoff

and required these be paid to thq trustee.

Federal Allotment

While in California this appears unnecessary because of our

powerful garnishment laws, it will simplify support collection

where statutes are less progressive. It is therefore endorsed.

du mc sue me mememum
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Concepts To Be Considered in Improving Support,

Expand and Reform Credit Reporting:

A delinquency in paying on a support order is no less a bad

debt than a failure to pay on consumer credit. Yet, there appears

to be little communication between IV-D agencies and credit report-

ing agencies. The problem seems to be the mutual communication

required by law between the creditor and the reporting agency. This

appears to conflict with privacy statutes that are part of Title

IV-D. These statutes ought to be reviewed to permit a free flow of

this information. It is unfair to other lenders and to the support-

debtor to permit credit to be extended to the borrower because this

large and primary debt is hidden. This would also encourage those

groups of individuals whose business depends on credit, notably the

self-employed small businessman, to give greater priority to his (or

her) support order.

Revise the Incentive Fund to Pay a. Percentage on Non-Welfare

Collections:

This concept would encourage raising child support orders

to get the family off AFDC. In so dolng, it would pay for itself

in savings on the administrative cost of Title IV-A, as well as

the IV-A grants that would be saved. The amount on which the

incentive would be paid might be limited to some significant

per child amount such as $400 per month per child. The overall

incentive percentage might be reduced but the return to the sta

still would remain the same if some equitable figure, such as l0,
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could be found. To encourage states to adopt the "central

clearing house", this could be available only to states with

that concept.

Title IV-E Funding

It appears that at present there is no clear legislative

mandate to secure recoupment of support paid under Title IV-E.

This program, when part of IV-A, was related to IV-D. This is

a significant amount of public funds that could provide relief to

the federal government, making funds available for other family

programs. It-should be brought under Title IV-D.

Federal Court Registration of Orders:

When Title IV-D was enacted into law, it was anticipated

42 USC 660, authorizing use of the federal court to determine

support controversies, would play a significant role. Use of

this statute was conditioned on approval under 42 USC 652 (a) (8).

That statute appears to limit applicability of "660" to cases

where there is a court order and it has been rejected by the

state of residence of the obligated parent. The approval

process is too cumbersome for the result. It is simpler to use

a similar procedure to refer such cases to I.R.S. under "6305".

If "6600 is to be limited to prior order cases, then the statute

should be revised to permit registration with the federal court

without prior HHS approval. Also permit nationwide garnishment process

to issue from that district court on the registered order. Give

the district court the power to refer back to the state court
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substantive issues of family law. Restrict venue to the

district where the order was entered. Finally, leave this

remedy open to private counsel. Except for litigation surround-

ing the judgment execution procedure, federal court litigation

would be minimal. By using the federal court, due process

rights would be protected and the scope of enforcement enhanced.

Such amendments aqi are necessary to assure that the appropriate

district court would have nationwide scope to itsenforcement process

would have to be enacted. This could be a basis for a federal wage

assignment and-would be an alternative to the W-4 process

referred to above.

As to those cases where no order had been entered, partic-

ularly cases where parentage is at issue, some consideration

ought to be given to creating special Article I courts, comparable

to Bankruptcy Courts. These courts could be limited by the review

now required under "660" but, of course, the prior order require-

ment would be stricken.

Deductibility of Child Support:

As an incentive to the obligated parent, some consideration

should be given to treating child support in the same manner as

alimony for tax purposes. Because of the wide disparity in

income between custodial parents and non-custodial, it is doubt-

ful this would have any significant tax consequences to such

parents. Where such payments had offset AFDC benefits,

there should be no tax consequences to the custodial parent

and so state by statute. Thq right to this deduction could be
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conditional on the parent paying in full what was due during

the preceding year. A certificate from the looa- IV-D agency

would have to be secured to gain this benefit.

Encouragement of Family Counseling Through Unions and Employers:

All of the above presumes lack of a family (a paternity

case), or the breakdown of the family (a divorce). It also

makes painfully clear just how expensive this whole process is to

the children, to the parties, and to society as a whole. The

Armed Services, with the unusual stress that military employment

places on family life, have been plagued with this problem. They

also are leading the way in doing something about it. The Family

Resource Center, providing counseling and emotional support for

the family, is the military answer. The program appears to be

effective. At least it has engendered wide participation.

Family problems do impact job performance and employability, not

just in the military. It is suggested this program be carefully

studied. Assuming it is the success it appears to be, some

federal effort should be considered to encourage its duplication

by other large employers, and by labor unions which deal with a

significant segment of the population. By encouraging family

stability and responsibility, such concepts as garnishment,

seizure of tax refunds and the like might be moot.
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Paternity Establishment as a Separate Support Responsibility

Repeatedly throughout these hearings, on the budget and the

Equity Act, comment has been made on the separate and unique

character of paternity establishment within the scope of family

obligations. The threshold question in these oases is not what

will be paid, but is there a father? Even if no resources ever

come from that father, the biological and social heritage that

most of us are guaranteed through the marriage of our parents, is

given the child only by this process. Support rights may flow from

unexpected sources once this is established. It is because of this

unique aspect of the program that Title IV-D has two titles:

Child Support and Establishment of Paternity (Program Emphasis

Added). Unfortunately, almost all the above discussion on

strengthening Title IV-D has focused on support. It is hoped that

in developing the concept of equity, out-of-wedlock children are

not forgotten. As an important first step, it is recommended that

HHS be required to report paternity costs and results as a separate

program aspect. To discontinue co-mingling these funds will permit

future committee hearings to better evaluate all aspects of Title

IV-D and to assure that equity is extended to that least powerful

citizen,the out-of-wedlock child.
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SUMMARY

The above recommendations and comments on the cbild

support aspects of the Equity Act have been offered as a series

of hopefully helpful suggestions. Child support enforcement has

gone far in this country in Just seven years, but the social

problems that pro duced Title IV-D also seem to be growing as fast

or faster. The authors of HR 2090 and S 886 have made an important

contribution to the dialogue over these social problems by recog-

nizing the key to their resolution is expanding the protection for

all single parent families. In so doing, they have given substance

to the statement of President Reagan earlier this year:

"We intend to strengthen enforcement of child support

laws to ensure that single parents, most of whom are

women, do not suffer unfair financial hardship."

Such has also been the goal o' the California District Attorneys

Family Support Council and the purpose of' my testimony today.

It is hoped this testimony furthered that goal.

On behalf of the Family Support Council, I thank the

Chairman and the Committee for permitting me to present these

views.
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Senator DURENBERGER. Thank you very much.
Let me thank all the witnesses and without objection I am going

to put in the record at this point the Washington Post editorial of
last Thursday, June 16, entitled Deadbeat Dads, and just read the
last line in the article. It says: "A society that cares about its
future will make every effort to see that its children are not raised
in deprivation and that their parents recognize that the decision to
have children entailed lifelong responsibilities." In the area with
which we are dealing, we spent a lot of time in these 2 days of
hearings talking about the way in which our particular society is
legislated against the rights of women, and we haven't necessarily
talked about one of the most important roles of women, and that is
motherhood. There is always the implication that there is a greater
responsibility vis-a-vis the child in the mother than there is in the
father, and clearly from my practice-and I'm sure the law practice
of my colleagues, we always struggled with being in part lawyer, in
part Solomon, in part counselor, in part welfare worker, in part so
many things that we were ill-equipped to do, but in part because
society hasn't equipped any of us with a standard by which to
measure our responsibilities and/or our rights and that is particu-
larly true of fathers, and since all fathers are male, of males in our
society. And it strikes me as I listened last week to your testimony
and again this week that somehow or other we need to elevate the
rights of children in our society to the point where before a new
child is -conceived the potential father and the potential mother
recognize the responsibilities that somehow go with those rights.

Now, when I say we, I do not mean the Senators or the House
Members. I mean as a unique society here in America. It seems to
be about time that we deal with it because. a lot of what I hear
back in this testimony, it's going to be a little hard to decide. For
example, Ms. Hunter seems to put the strong emphasis on, "Gee, I
hope this is a national program." And yet where you see some in-
novation in some of these areas, you're going to see it come out of
the State level.

I can't understand with the interstate problems and trying to
run people down and all that sort of thing that there is an inclina-
tion to say that it has to be in the sense national. But our common
task here is to try to find that right combination, I guess, of incul-
cating in the individual some sense of responsibility eliminating
from the legislation, both the State and the Federal level, barriers
to the exercise of that responsibility, and then I suppose the third
is imposing some new set of means by which those in the public
sector and in the private sector can facilitate these relationships.
So I have just one question. A lot of it goes back to the two lawyers
in trying to anticipate some of these problems.

A fair amount of testimony here deals with the aftermath of
some of these problems, and Ms. Hunter said justice should be left
with the courts, not with bureaucrats. But it often occurred to me
it had been a long time since I've practiced, but it had often oc-
curred to me that before you ever went in to court to get your jus-
tice, if you had ever sat down with the right kind of people, say in
the human resources or what's now called human resources, social
services and so forth, and you kind of anticipated some of these

25-711 0 - 83 - 12
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things in terms of jobs and credit and a lot of these other things,
that maybe it would smooth out the system.

Maybe one of you could just bring me up to date on how enforce-
ment is or could be facilitated by what happened sort of before the
fact of dissolution or separation or justice from the court. Am I
making my question clear?

Mr. BARBER. I think one significant aspect of the act is it's some
form of national scale for support. One of the biggest complaints
against the judiciary is capriciousness in setting the support order
in the first place. We are now debating for our California Legisla-
ture a scale that at least at the bottom end will be pitched at what
will be paid out in AFDC in our State, and I have suggested in my
written material that Congress take a serious look at that and
make a condition in participation in the AFDC program, the grant-
in-aid program involved that the courts have, or use a scale aimed
at trying to get- at least a percentage of that if not over certain
income levels, the whole thing back in terms of divorce and sup-
port orders and paternity cases.

Given those parameters to council on both sides, I'm advised by
private practitioners if they know what the ballgame is going to be,
at least the support issue is seldom argued in court. It's when there
is no scale and when the courts are capricious that you have one of
these knockdown, dragout fights over support.

Senator DURENBERGER. Any other comments?
Mr. COPELAND. I would assume ultimately you're talking about

during the process of the creation of the order in the first place. In
Alaska we have just set up two divorce mediation centers and that
seems to have had quite an impact where we can get it accom-
plished, because we get the two people talking. OK, now that di-
vorce is accomplished, we agree that the two of us are separated so
to speak, and the two people talk in those terms with a mediator
there, and recognize things like visitation, custody changes over
the years, and child support payments. All three of those things
come in together and at the Divorce Mediation Center, you're
working before anybody's delinquent, or before-anyone's wrong, so
to speak. The divorce is an accepted matter.

I think with something along that line-a mediation center
making it available for lots of people-you might end up with far
fewer child support problems.

Mr. BARBER. I support that sentence.
Mr. COPELAND. A second part of that: In some cases you constant-

ly run into the fact where the father comes in and says,
I have a piece of paper here, it's a court order, it's in two parts. Part one says I'm

to pay so much a month, and the government tax-supported agencies help enforce
part one. Part two says that she is to provide me with certain visitation. When slhe
moves, and I can't find her, you all tell me that's my problem.

It creates a very difficult collection case where ultimately the
agency really has one of the most interested parents in the world,
so it works both ways. If there were some way to address visitation
or deal with the issue but it would be an extremely complicated
area.

Senator DURENBERGER. I'm glad you brought that point out be-
cause that is one of the realities of family law practice, that one is



173

going to hold Out against the other and you get in the middle of the
system.

Mr. COPELAND. As the system gets larger, and it is obvious that
there is more attention being brought to the child support area
now. Once the system gets more effective and efficient and so forth,
all of a sudden we are going to be, to some degree concentrating
too much in one direction. We have to recognize that there are two
sides of the caseload, and once we start dealing with both sides, we
ultimately end up eliminating the hostility, the fight, and theoreti-
cally we will get them back to where they will handle it them-
selves. Then there won't be a need for child support agencies in a
large number of cases. That has the more long-term benefit for the
child.

Senator DURENBERGER. Thank you very much.
Senator Long?
Senator GRASSLEY. I thank Senator Long for letting me go ahead.

Mr. Chairman, at 11:45 1 have an appointment. I wanted to direct a
series of questions to Mr. Barber, but any of you who want to con-
tribute to the answers, I would welcome you to do it, and this is in
regard, Mr. Barber, to your suggestion as an alternative to the gar-
nishment of wages in order to collect the delinquent support pay-
ments, your suggestions for a special lien procedure whereby the
collecting agency would place an order with the IRS to notify both
the employer and the court in the case of where a missing parent's
W-2 form or W-4 form came through, and then simultaneous with
you, you suggest that the IRS deduct the amount of the deficiency
from employee's check and send it to the collection agency.

Now, my question would center around that, whether or not the
amount is to be held or if the amount is to be withheld from the
employee's pay, do you envision the IRS notifying the employer to
increase the amount withheld?

Mr. BARBER. Just one modification on your description. It would
be an order from IRS, but to send the money directly to the appro-
priate IV-D, not to send the money back to IRS andthen down to
the Treasury. The concern is that you've got one more pair of
hands if you send the money up to IRS. Have the employer, as is
now done in the wage assignment process within States, do this
even interstate when using the lien procedure there.

Senator GRASSLEY. Well, then, does my first question fit in with
the way your procedure would work mechanically?

Mr. BARBER. Mechanically, yes, because you would have an order
from IRS to the individual employer to increase the deduction by
the amount of the support order. However, the second step would
be a direct check from the employer to the court trustee.

Senator GRASSLEY. OK. Do you see any due process problems
with this approach?

Mr. BARBER. No; because we are presupposing a court or adminis-
trative order which means that the individual has already been ac-
corded their day in court and a set support amount has been estab-
lished.

Second, we are talking about an employed individual so that
even in those jurisdictions which allow retroactive modification of
court orders based on unemployment, the fact situation simply
wouldn't arise because the individual would be employed. -
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At least under California law, and I believe it's the law general-
ly, once you have had your hearing in which the divorce order is
set, due process requirements have been satisfied. The question of
compliance or enforcement, then, is a matter that is, in effect, up
to the court. The only objection that could be raised is, "I think
I've been paying it regularly," or "I'll try to make it up. Why
should my employer be brought into this?" But experience has
shown, and there's a Michigan study that shows only 6 percent of
orders are paid in full at one time, and I think we can justify
through an overriding public purpose and the protection of these
orders increasing that from 6 percent justifies this kind of minimal
intrusion into the person's living circumstances.

I also think it involves a big PR program with the chamber of
commerce.

Senator GRASSLY. I guess now I would ask for your reaction to
an argument we get not only from some members of both bodies
here on the hill, but also more directly from the IRS itself of
whether or not an agency whose primary or if only function is the
collection of taxes, our involvement of them in being a debt collec-
tion agency so to speak. It would be argued that they shouldn't be.
I don't think the IRS is asking for that. They probably would even
fight having it come on because I remember a similar suggestion
where the money owed back to the Government in the case of food
stamps, when I was a Member of the House of Representatives, the
IRS was really fighting that, you know, and maybe .-en Lhe ad-
ministration at that time. So do you respond to it as just something
socially beneficial and one way of enforcing a responsibility, I pre-
sume?

Mr. BARBER. Yes, sir, that's one answer. But there are others.
First of all, it would ba a little bit cavalier to say it, but they have
in a sense already lost the argument when 6305 of the IRC was put
in because even under that provision, albeit after you go through
several bureaucratic hoops, collection of nonwelfare support
through IRS is now at least theoretically available.

So this would simply simplify and streamline that procedure di-
recting it at wage earners. But it's not just socially beneficial. As
was found by the Washington Supreme Court in the Johnson case,
it's also economically beneficial to the Government. IRS is, after
all, the Internal Revenue Service, not just the tax service, and if
we can keep down the leakage at the State, local, and Federal
levels, revenue will be, in effect, enhanced. IRS, by performing a
process serving a function, not really collecting but process serving,
would materially enhance revenue in the end.

Senator GRASSLEY. One last short question, Mr. Chairman. What
would you think, then, or the possibility of States or agencies
paying IRS for this service in the sense of it is something unique. It
benefits the States and the families as much as it would benefit a
lesser welfare cost to the Federal Government.

Mr. BARBER. We're already stuck with a $120 bill on the use of
6305. If we could get this minimal service out of them as opposed to
the full lien process under 6305 for a lower rate and less bureauc-
racy, I think it would be a bargain. I think it would save a lot of
money, particularly in interstate cases.
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Senator GRASSLEY. Did any of the other three of you have any
comments on any of the questions that he responded to?

Mr. ABBoTr. I would ,just make one comment. On the IRS inter-
cept-not the full intercept-the cost last year was $17-per hit, this
year it's going to be $11. So if we could work something out with
the Internal Revenue Service where a nonexorbitant fee were
charged, something in that neighborhood, I think that that would
be very beneficial and I would concur with Mr. Barber's comments
on his process. I think that would go a long ways in helping the
program out, and the children ultimately.

Mr. COPELAND. I'd like to just further support what Mr. Abbott is
saying there, and the comment that you were asking about how
would IRS view the intrusion of additional workload. I think part
of what needs to be recognized is that while they do collect the
taxes, they are also a service agency in that they have people
coming in to figure out and understand what is their responsibility
to government in general. Then once that's computed IRS' func-
tion in that regard is to enforce that obligation. Once the number
comes out the end so to speak and it is determined that there is a
refund available, then all of a sudden we're back into the different
arena. In a sense that we're not looking at a service agency again,
but we're dealing with the public, and the question is what do we
do with the money? There's a number of people that ought to be
given that answer and in some cases it shouldn't go to them. They
should be told why rather than having it lifted away from them.

Mr. BARBER. Senator, may I expand one more point? I had an oc-
casion to chair a symposium of family lawyers in northern Califor-
nia last Saturday and raised just this proposal. It was the concen-
sus of the group, primarily private practitioners who represent
men and women as the cases walk in the door, that this would be
an excellent way to deal with the interstate case problem where
you already have a local order that rather than going through the
convoluted procedures there, to be able to just lay up a lien against
an individual's wages through IRS would be a lot quicker and pro-
tect their clients far better than what goes on now.

Senator GRASSLEY. I thank Senator Long too for letting me take
his place.

Senator DURENBERGER. Senator Long?
Senator LONG. Let me congratulate you, Mr. Chairman, and the

cosponsors who are involved in studying this area. This is an area
where women, mothers and their children in particular, have been
treated very badly. In this area where they have rights, the rights
are meaningless because they just have not been enforced.

Generally speaking most agencies of government, when some
wife comes in and reports that the father owes support to their
children, just prefer not to be bothered. That is a complete tragedy.
These mothers are suffering and trying to get some help, trying to
look after the children, and government people are just looking the
other way, preferring to have nothing to do with them because it
might cost money.

I m very pleased that you, Mr. Chairman, and the cosponsors of
this bill, are going to take a look at this aspect of the problem, be-
cause there are fathers from one end of this Nation to the other
who have a burden to support their children legally-and are not
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doing it. Some of them are bragging about the fact that they're not
supporting them, almost proud of it, one would think. It's just not
fair for these mothers and children to suffer in silence, to have
people turn a cold shoulder or a deaf ear to their pleas when we
have it within our power to provide them the resources to support
their rights. These witnesses did, I think, very effectively testify
about the aspects of problems from where they see it. I think that
if it's no longer a local problem when fathers leave the immediate
vicinity in order to avoid their responsibility, then another line of
government should get involved. I'd like to ask the witnesses this:
what percent of children do you suppose are going without child
support where there is a father who could be providing substantial
help to those children? Could you just give us some estimate as to
about what that might be-what percentage of children we're talk-
ing -about?

Mr. BARBER. Well, Census data says that about half are going
without substantial support where there is a court order, but in
about half the cases there is no order and at least 90 percent of
those are going without support. So you're talking about, in all
single parent households where there should be two parents paying
support, you're talking, I would say, about 70 percent.

enator LONG. That's 70 percent, and it's not all that hard to col-
lect that support. It is better to assume that responsibility for col-
lecting it starts at the local level, but when those fathers move
across State boundaries, at that point it becomes a national prob-
lem. Is there any way to escape the fact it's a national problem
when the fathers move across the stateline?

Mr. COPELAND. No, sir, it's not.
Senator LONG. We can communicate today across State bound-

aries as though the State boundary wasn't even there. We do it
every day by telephone or other means of communication. We can
even tune in and watch a tennis match being played in France or
England, and our big corporations can communicate about business
across State boundaries as though they hardly existed.

- It can be done, it's just that we need to realize the importance of
it in helping to collect child support. And it's about time that we
recognize the importance of helping mothers obtain support for
their children even when the family is not on welfare. After all,
those mothers are taxpayers too. They're citizens of this country
and they're protected by laws, but the laws don't mean a thing
unless we have somebody to enforce those laws. We shouldn't have
to take it out of sgjnebody else's budget in order to be able to carry
the burden of it. We ought to be willing to pay what it takes, to
help see that the services are available, to help find these fathers.
What you're testifying to here-you in particular, Ms. Hunter-is
that we shouldn't have to prove that we're making money out of
making a father support his children-when the family is not on the
welfare. We ought to simply deal on the basis that the mothers and
the children have some rights.

Ms.-HUNTER. Right. It's a service that needs to be done.
Senator LONG. It's almost as if a wife came in and she'd been

beat to a pulp with her nose broken and her eyes black, and the
sheriff then proceeded to say, "I'm sorry. We can't get involved in
anything like that. That's domestic. Furthermore, I wouldn't make
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a profit out of that." But we have a duty to people and the law
fixes the duty. It's just that we're not following through doing our
part.

If you have to find some way to help pay for it, I'd say let us see
if we can't fix these laws so that people convicted of crimes can get
one trial and one appeal-not 10 different trials in the court. We
could economize on that, and provide more resources to help moth-
ers obtain for their children what is due under the law.

Thank you very much for your testimony.
Senator DURENBERGER. Thank you all very much. We are indebt-

ed to you. The hearing will be recessed until 1:30 this afternoon at
which time we will have a five person panel. I think you all know
who you are. We'll see you at 1:30.

[Whereupon, at 11:50 a.m., the hearing was recessed, to recon-
vene at 1:30 this date.]

AFTERNOON SESSION

Senator DURENBERGER. The hearing will come to order. I want to
welcome the first of our afternoon panels, the fourth of our series
of panels in these hearings on S. 888, the Economic Equity Act, and
S. 19, the RetirementEquity Act of 1983. This panel will consist of
Connie Bell, associate director, Greater Minneapolis Day Care As-
sociation; Helen Blank, Child Care and Family Support Services for

-the Children's Defense Fund; Dr. Elizabeth Boggs, consultant, the
Association for Retarded Citizens; Carla Curtis, public policy ana-
lyst for National Black Child Development Institute; and Ann Mus-
cara, president, National Association for Child Care Management.

I'd like to welcome all of the members of the panel who are testi-
fying on this important issue of dependent care, and .I particularly
want to welcome Connie Bell who is from Minnesota. She is a
member of my Women's Network in Minnesota, and was chairper-
son of my Day Care Subcommittee which developed the legislation
on sliding scale and other types of modifications in the dependent
care credit.

As I mentioned yesterday, Congress did make some progress in
-1981 in the area of dependent care, but that action clearly did not
go far enough as the representatives from the Congress who are
here this morning admitted. We have to continue to assist those
working parents with lower incomes attain high quality dependent
care. I believe the dependent care provisions of the Economic
Equity Act would greatly expand access to needed care. Homemak-
ers and women who work outside the home face a frustrating suc-
cession of roadblocks that progressively steal the quality of econom-
ic opportunity that men take for granted. Those roadblocks must
be removed and the Economic Equity Act is a critical beginning to
that process.

If the panelists will come forward, we will proceed in the order of
their introduction. Connie, I appreciate very much your coming out
here and as I indicated in my statement, I deeply appreciate your
help and your commitment over the years which in part I'm sure
brings you here today.

Everyone's statement will be made part of the record and you
may abbreviate it or deliver it in any way you see appropriate.
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STATEMENT OF CONNIE BELL, ASSOCIATE DIRECTOR, GREATER
MINNEAPOLIS DAY CARE ASSOCIATION, MINNEAPOLIS, MINN.
Ms. BELL. Thank you, Senator Durenberger, I want to thank you

for your work on the sliding dependent care tax credit. It has been
much appreciated. I want you to know that I am also here as a
member of the National and Minnesota Associations for the Educa-
tion of Young Children, the Minnesota Children's Lobby and the
Minnesota Women's Consortium.

We in Minnesota were delighted that Congress saw fit to change
the flat dependent care credit to a sliding credit in 1981. This
change was conceptually an important breakthrough because it es-
tablished the principle that those on the lowest end of the econom-
ic scale need more help than those on the higher end of the scale.
However, with this improvement, the sliding tax credit still has
some problems.

First, the amount of the slide, 30 percent for people at $10,000
income level, is not sufficient to provide enough help for low
income persons to work off AFDC and title XX subsidized child
care toward independence.

Child and dependent care: Child care costs are usually the third
largest item in a family budget, following after food and shelter,
and I have attached a chart to my testimony which indicates what
a problem child care costs are in a low income person's budget.
Child care for an infant in the Twin Cities can cost up to $4,000 a
year. Child care for a toddler and a preschooler in the Twin-Cities
can cost up to $5,000. That is a hefty amount to fit into a low
income or low-middle income working person's budget. We are
seeing a return to the child care problems we tried to solve back in
the early seventies. According to a study by the Center for Urban
and Regional Affairs at the University of Minnesota, one fourth of
the working AFDC mothers who became ineligible are now leaving
their children home alone because they can not afford the cost of
child care. This is a critical problem for those children and must be
rectified. The tax credit can do much to turn that around.

Two-parent working families have also been affected. For exam-
ple, one working couple, the C's, have a combined income of $850 a
month. Of this, $250 a month goes to rent, $400 to gas, electricity,
and telephone, and $200 a month goes to food. When they became
ineligible for title XX subsidized day care, they tried to find an-
other child care alternative within their ability to pay but found
too expensive. Now their child is home alone after school and on
vacatio-i days.-

-Seeond, unless the sliding credit is refundable, it--ll not be help-
ful to low-income families.

Increasing the sliding tax credit and making it refundable would
do much to help these families. Currently under this program if
you do not have a tax liability or a minimal tax liability, you
cannot claim the credit.

So this is an important provision that must be passed. Optimally
the tax credit should be advance refundable to help the really low
income people, but I don't see that happening in the current eco-
nomic climate.
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The next best alternative is to make it refundable. Minnesota
has had a refundable tax credit in place since 1977. In 1981, 23,000
taxpayers claimed over $4 million in child care tax credits with 8
percent or $337,000 paid through the refund mechanism.

As a model for the Federal tax credit, the Minnesota credit has
been working well and has been well received by the citizens of
Minnesota. So we could suggest that that might be a successful
model of what you're trying to put forth at the Federal level.

One aspect of the Federal dependent care sliding tax credit is
that it appeals to people of all ages. Not only are women with
young children helped, families with handicapped family members,
and families with aging parents can also be helped.

More and more as women are entering the work force, they need
help with dependent care, and this is an important way to do that.

Finally, access to affordable child care has been one of the major
barriers for women entering the work force. In Minnesota, the per-
ce-nhge of the working mothers is even higher than the national
average according to the Minnesota Council on the Economic
Status of Women.

In 1980, 51 percent of mothers with at least one child under 6
and 68 percent of mothers with school age children were in the
work-force-.T-he-nmjority of these mothers are working out of eco-
nomic necessity.

Female-headed families are an especially needy group. While
they represent only 10 percent of all families in the State, they ac-
count for one-third of all Minnesota families in poverty.

For many of these women a refundable tax credit beginning at
50 percent for those at the lowest end of the scale will provide an
important way to move from dependence to independence. In
behalf of the working families in Minnesota, I urge you to pass this
important piece of legislation. Thank you for your support.

Senator DURENBERGER. Thank you very much.
Helen Blank.
[The prepared statement of Ms. Bell follows:]
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STATEMENT OF CONNIE BELL, ON BEHALF OF THE GREATER MINNEAPOLIS DAY CARE
AS LOCATION

Mr. Chairman and Members of the Senate Finance Committee:

My name is Connie Bell and I am the Associate Director of the Greater

Minneapolis Day Care Association, the planning, coordinating and

service agency for child care in the Greater Minneapolis area. I was

the chairperson of Senator David Durenburger's Day Care Sub-committee

which-worked lQ ... on the Sliding Dependent Care Tax Credit in

1981-82. I am currently a member of Senator4far-enblurger's Women's

Network, am a member of the National and Minnesota Associations for

the Education of Young Children, the Minnesota Children's Lobby and

The Minnesota Women's Consortium.

We, in Minnesota, were delighted that Congress saw fit to replace the

flat dependent care credit with a sliding tax credit in 1981. This

change was conceptually an important breakthrough, especially for low-

income families working their way off government funding toward in-

dependence -__This was a helpful first step, a step which established 4n

important principle that working parents with lower incomes need more

assistance with their child care and dependent care costs than those

on the upper end of the tax scale. However, even with this improvement,

the sliding tax credit still has problems.

I. The amount of the slide, 30% of child care costs at

the 10,000 income level, is not sufficient to provide

enough assistance for a low income family to gradually
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move off the AFDC roles or Title XX subsidized

child care to pay for all or a portion of child

care costs. Child and dependent care for a

low-income family is usually the third largest

budget item after food and shelter. (See attached

chart) Child care for one infant in the Twin City

a iea can amount to over $4,000 a year in a center

or $2,500 a year in a family day care home. A

family with two children in child care - a toddler

and a preschooler, for example - -- over $5,000&7 C'(.4 C.4.-W.- ,
a yearA Unfortunately, we are seeing a return to the

child care problems--which we were trying to solve in

the early 70's. According to a study on the impact

of federal cuts on working AFDC recipients by the

Center for Urban and Regional Affairs at the University

of Minnesota, one fourth of the mothers surveyed are

leaving their children home alone because they can not

afford to pay the cost of child care.

Two parent families have also been affected. For

example, one working couple, the C's, have a combined

income of $850 a month. Of this, $250 a month goes to

rent, $400 to gas, electricity and telephone, and

$200 a month goes to food. When they became ineligible

for Title XX subsidized day care, they tried to find

another child care alternative within their ability to

pay but found private care very expensive. Now their
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child is home alone after school and on vacation days

until his parents return from work.

Increasing the slldfng tax credit and making It refundable would do

much to help such families in a way that is much more positive and

less demeaning than dependance on subsidized day care through Title

XX or AFDC.

2. Secondly, unless the sliding tax credit is refundable,

it will not be helpful to the low income working family.

Currently, if the low income working parent does not

have a tax liability, the tax credit can not be claimed.

Optimally, the tax credit should have an advance

refundability provision although such a provision is

probably unrealistic in the current economic climate.

The next best way to help these low-income and low-middle

income families is to make the tax credit refundable.

It seems only fair and sensible that the tax credit

should be available to those who need it most - low-

income working families.

Minnesota has had a refundable child care tax credit in place since

1977. In 1981, 23,027 tax payers claimed over four million dollars

($4,153,533) in child care tax credits with 410% or $337,000, paid

through refund mechanism. As a model for the federal tax credit, the

Minnesota credit has been working well and has received much support

from lawmakers and citizens.
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One aspect of the Federal Dependent Care Sliding Tax Credit, which

makes it especially important and appealing, is that it can touch

the lives of nearly every citizen. Although not all of us have

children needing child care or have handicapped family members, all

of us have aged parents who at one time or another will need our

assistance. And as more and more women are entering the workforce,

usually for economic reasons, the cost of dependent care for the

elderly has become an increasing problem.

o One in ten middle-aged women between 45 and 65

have responsibility for an older relative.

o Almost 1 million women, aged 44 to 58, claim

that the health of a family member limits

their work.

o One out of eight retired women said that they

retired because they were needed at home to

care for dependents.

These women and their families will also be assisted by refundable

sliding tax credit,- th-y f l"fl--hthf-re-slons bit Ities for -their

loved ores while working.

Finally, access to affordable child care has been one of the major

barriers for women entering the workforce. In Minnesota, the percentage

of working mothers is even higher then the national average according

to the Minnesota Council on the Economic Status of Women. In 1980,

j" of mothers with at least one child under six and68% of mothers
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with children 6-17 years were working. The majority of these mothers

are working out of economic necessity. Female headed families are an

especially needy group. While they represent only 10 of all families

in the state, they account for 1/3 of all Minnesota families in

poverty. For many of these women, a refundable sliding tax credit

beginning at 50% for those as the lowest end of the scale will provide

an. important way to move from dependence to independence. In behalf

of working families in Minnesota. I urge you to pass this particularly

important piece of legislation.

Thank you for your time and attention,

Connie Bell
Associate Director
Greater Minneapolis Day Care Assn.

June 22, 1983
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* CHART I
FAMILY INCOME: VIK1RE DOS IT GO?*

(Lower Budget $14,027 Gross)

Personal Care
2.7%
$373

One preschool child In care
$2,00042.500
Approxmately 16% of Income

Two children In cue
$4.ooo.s.000
Approximately 32% of Income

family of Pour In punfotla
Bureau of Labor
Statltcs 1960



- 186

CHART II
FAMILY INCOME: WHERE DOES IT GO?'

(Intermediate Budge *23.630)

Personal Care
2.1% -
$491

No Room For Child Care Costs

One preschool child In care
$2.00042.300
Approximately 10.3% of Income

Two children In care
$4.0o0$5.0o0
Approximately 21% of Income

Family of four In Pnuesc

Bureau of Labor
Su"Stics 1980
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STATEMENT OF HELEN BLANK, CHILD CARE AND FAMILY SUP-
PORT SERVICES, CHILDREN'S DEFENSE FUND, WASHINGTON,
D.C.
Senator DURENBERGER. Welcome, Helen.
Ms. BLANK. Senator Durenberger, 'we too thank you for your con-

tinual support on both the dependent care issue and on the child
care issue. -

The dependent care provisions help a wide range of American
families to better care for their own family members. CDF has
joined with 43 other national organizations including all of the
major elderly groups in a Multigenerational Coalition on Depend-
ent Care. We represent constituencies at every stage of the life
cycle and we share a common concern: the need for working fami-
lies to get better support to meet their dependent care responsibil-
ities.

Women obviously bear a disproportionate share of this responsi-
bility. During their early work lives they must balance a job out-
side the home with responsibilities of raising a young family. After
their children are grown they are often faced with two taxing jobs
as they take on the burden of caring for their aging parents or
their husbands. One in ten middle-aged women between 45 and 65
has responsibility for an older relative. Almost 1 million women
aged 44 to 58 claim that the health of a family member limits their
work.

In 1975 one out of eight women said they were retired because
they were needed at home. Middle-aged women trying to reenter
the labor force are caught in a particular bind. First, they are sty-
mied from obtaining the necessary training for a new career.
Second, they are stymied from getting the credits they need for
their own social security and their own private pension so they can
be independent in their later years. Displaced homemakers are ob-
viously at a greater disadvantage.

It is more likely that middle-aged women are caring for other
women. The average age of widowhood is 56. Obviously CDF is par-
ticularly concerned about the child care issues. Although personal-
ly I have gone through a long odyssey in the last several months
working with many of the wonderful women in aging organizations
who are concerned about the dependent care issue, at the other end
of the spectrum, and have learned a lot about what this issue
means to women all the way down the line.

The numbers of mothers on the child care side with very young
children in the labor force is striking. Fifty-one percent of mothers
with 2- and 3-year-olds are now working as well as 48 percent of
mothers of 1-year-olds. Mothers are working because they have to.
Two-thids of the women in the labor force are sole providers or
have husbands who earn less than $15,000. Many States, as a result
of the severe cuts made in title XX in 1981, have stiffened eligibil-
ity criteria for the low income working mothers who would benefit
from the expanded slide in refundability or raised fees beyond
these families' ability to pay. They would be greatly helped by the
expanded credit as well as an increase in the title XX ceiling.

Between 8,400 and 12,000 New York children of working poor
families have lost child care in the past 2 years. The same families

25-711 0 - 83 - 13
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who have lost child care have been burdened with increased cost of
school lunch, increased fees for school transportation, and other
user fees. The result of the cutbacks are extremely painful. -

We are alarmed at reports coming in such as Connie's from a
number of States which indicate a disgraceful and unacceptable
trend in terms of what's happening to our child-care system. Too
many 3-year-old and 2-year-old children are being left alone. The
child who was killed in California who was 5 years old is not atypi-
cal. We are hearing from too many States: Rhode Island, West Vir-
ginia, Kansas, New York, Minnesota that older siblings-older
being children who are 8 years old-are being kept home from
school to care for their younger children.

In 1981 when 739 West Virginia families lost care and a survey
was done, they got reports back from 565 families. They found 391
children had been shifted to other care-givers, and they found that
79 children were being left alone. Both -of the changes in the
Equity Act are important. The expand is slight obviously to give
families greater ability to purchase care.

Refundability is important, I'd like to point out, not only for fam-
ilies who have no tax liability. If you consider a family earning
close to $15,000, a two-parent family with a child in preschool and
a child in after school with $2,300 worth of expenses, they would
lose $168 of an increased benefit--the benefit would be $460-if re-
fundability was not put in place. The Senate has supported refun-
dability twice in the past. We urge you to maintain a strong com-
mitment to refundability.

We'd like to point out that the timing is right for the passage of
these provisions. In tax year 1983, as Ms. Hawkins pointed out,
there is going to be a line on the 1040-A, the short form, for the
credit. Senators Durenberger, Packwood, and Dole were instrumen-
tal in helping push IRS along on that. For the first time the credit
is really going to be accessible to lower income families. If you ex-
panded the slide, you would make a meaningful change. We know
this is a very difficult time, we know you're facing an increased
deficit. But we believe that you can help many families now meet
their dependent care needs and you can implement some sound
public policy, not only insuring that our children, our future are
cared for in more optimal child care arrangements, but also giving
families additional help in caring for aging or disabled dependents.
I'd like to point out that studies show that aging with kin are ad-
mitted to institutions at an older age and with greater impair-
ments than elderly without kin. The changes are obviously cost ef-
fective. The changes will provide incentives for families to stay to-
gether, support each other, and remain in the work force as tax-
payers. They're uncomplicated legislative provisions, but they're
unique in their far-reaching effort and we hope that you will see fit
this year to help all families through some very, very simple but
useful changes.

[The prepared statement of Ms. Blank follows:]



189

STATEMENT OF HELEN BLANK, DIRECTOR, CHILD CARE AND FAMILY SUPPORT,
CHILDREN'S DEFENSE FUND

SUMMARY

Working families with young children or elderly or disabled

relatives share an important need - the need for support in caring

for their dependents. Women bear a disproportionate share of this

responsibility. During their early lives they must balance a job

outside the home with the responsibilities in raising a family.

After their children become independent, they are often still faced

with two taxing jobs as they take on the burden of caring for their

aging parents or husbands.

The improvements included in Title II of the Economic Equity

Act - expanding the current sliding scale to 50 percent for families

earning under $10,000 and making the credit refundable are equally
important. The expanded slide would offer increased assistance to

families. Refundability would allow them to take full advantage of

the new benefit.
The Children's Defense Fund has joined with 43 other national

organizations including the American Association of Retired Persons,

and the National Association of Retarded Citizens in a

Multigenerational Coalition on Dependent Care. We represent constitu-

encies at-all stages of the life cycle.

CDF is particularly concerned about the ability of the credit to
haip families meet their child care needs. Almost 46 percent of

mothers with children under three are in the labor force as are

almost 57 percent of mothers with children ages three to five. Yet,

the supply of affordable child care lags so far behind the need that

as many as 6 to 7 million children 13 years old and under, may go-
without care for significant parts of each day while parents work.

At the other end of the spectrii, one in ten middle-aged women

between 45 and 65 has responsibility for an older relative. Almost

one million women aged 44 to 58 claim that the health of a family

member limits their work.

The dependent care provisions represent sound public policy.

They help to insure that young children are placed in optional

secure child care arrangements. At the same time, they allow

families to care for elderly or disabled relatives reducing the

incidence of costly institutional care.
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Mr. Chairman, members of the Committe, CDL is a national public

charity created to provide a long-range and systematic voice on

behalf of the nation's children. We are organized into four pro-

gram areas: education, child health, child welfare, and child care

and family support services. We address these issues through re-

search, public education, monitoring of federal and state admini-

strative and legislative policies and practices, network building,

technical assistance to national, state, and local groups, litiga-

tion, community organizing, and formation of specific issue

coalitions.

We are heartened that the Senate Finance Committee has pro-

vided a forum to discuss the Economic Equity Act, and appreciate the

opportunity to testify on the improvements in the Dependent Care

Tax Credit included in Title II. These improvements expand the

sliding scale to 50'percent for families earning under $10,000 and

make the credit refundable. Title II also includes an important

provision which would allow non-profit dependent care organizations

to qualify for tax exempt status. This provision would cause no
reduction in federal revenues but would remedy a problem for infant

care and after-school care programs, many of which under current
regulations fail to meet the requirement that they be operated

exclusively for educational purposes. It is particularly difficult

for infant care programs to demonstrate a "curriculum".

After-school care is geared to children who have been "educated"

during school hours and require a recreational and custodial

situation.

Dependent Care - A Multigenerational Need

The Dependent Care provisions help a wide range of American

families to better care for their own family members. They can also
help both young and older families to work and contribute to the

economy while avoiding the terribly high costs of institutional

care for elderly or disabled family members. The Children's

Defense Fund has joined with 43 other national organizations inclu-

ding the American A.sociation of Retired Persons, the National
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Association of Retarded Citizens, and the Association of Junior

Leagues in a Multigenerational Coalition on Dependent Care. We

represent constituencies at every stage of the life cycle and we

share a common concern--the lack of adequate support available to

struggling working families to help them meet their dependent care

responsibilities.

Working families with young children or elderly or disabled

relatives share an important need--the need for support in caring

for their dependents. Women bear a disproportionate share of this
responsibility. During their early lives, they must balance a job

outside the home with the responsibilities in raising a family.

After their children become independent, they are often still faced
with two taxing jobs as they take on the burden of caring for their

aging parents or husbands. The Dependent Care Tax Credit can, offer

families even moreb.heIp-An meeting the caregiving needs not only of

children and elderly relatives but also of disabled dependents.

The Need for Child Care is Critical for Young Families
CDF is particularly concerned about the ability of the credit

to help families meet their child care needs. The supply of

affordable child care now lags so far behind the need that as many
as 6 to 7 million children 13 years old and under, including many
preschoolers, may go without care for significant parts of each day

while parents work. As more and more parents of young children
work, child care needs will become even more of a problem.

o Almost 46 percent of mothers with children under
three are in the labor force.

o Almost 57 percent of mothers with children ages
three to five are in the labor force.

o By 1990, at least half of all preschool children,
11.5 million, will have mothers in the labor force,
as will about 17.2 million, or 60 percent, of all
school-age children. N

TAe need for infant care is steadily climbing. At the other

end of the spectrum, the lack of after-school programs and funding

for low-income children leave millions of school-age children as

young as six waiting up to four hours a day in empty homes or in
school yards until parents return from wprk.
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Mothers work because of economic necessity. Two-thirds of the

women in the work force are either sole providers or have husbands
who earn less than $15,000. Almost one in six American families

is headed by a woman. Over one-third of one-parent working fami-

lies, most often headed by women, live below the poverty level. A
mother ih Massachusetts talks about the importance of child care

to her ability to work:
"Things are very difficult for me financially right
now, but I'm glad I have not lost my day care total-
ly, as I thought I might at one point last year.
I need day care so I can work and attend school.
Even though the incentive is not there to work, I
felt trapped in the welfare system. Day care has
given me the freedom to get an education so that I
can get employment and some day get totally out of
the welfare system."

Secretary Margaret Heckler while testifying before this

Committee shared this mother's sentiments: "Availability of ade-
quate day care is an essential element if welfare mothers or others

with young children are to work".
Lack of affordable child care is a major factor in keeping

women and children in poverty. The U.S. Commission on Civil Rights

notes that the inability to locate affordable child care restricts
not only women's employment and training opportunities but also

their ability to participate in federally supported education
programs. A number of studies have shown that approximately one

of every five or six women is unemployed because she is unable to
make satisfactory child care arrangements. Who's Taking Care of
Our Kids, a recent survey on child care arrangements in Utah,

revealed that 46 percent of unemployed mothers who were interviewed
said they would work if quality child care were available.

The United States has always had a patchwork child care

system. Since 1981, it has been rapidly unraveling. In Fiscal
Year 1982, the Title XX Social Services Block Grant, the largest
source of direct support for child care, had its funding reduced

from $3.1 billion to $2.4 billion, a 21 percent cut. A targeted
$200 million for child care and a separate training program were
also eliminated. The Child Care Food Program was cut by 30 percent.
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The amount of child care costs that families can be compensated

for under Aid to Families with Dependent Children (AFDC) program was

limited. Finally, many child care programs lost critical staff
when the Public Services Employment component of CETA was eliminated.

Budget Cuts Deny Assistance to Working Families

Federal, state, and local budget cuts have placed great strains

on child care centers and family day care homes already receiving

fragmented and inadequate support. In order to keep their doors

open, some child care centers have begun to serve fewer low-income

children and families. New policies have eliminated child care

for these families or resulted in fees that poor families cannot

pay. Centers have switched to a greater number of higher income

families who can pay. A state day care administrator comments:

"Programs are taking fewer subsidized children and more whose

parents can afford to pay privately for their care. Instead of

taking ten state-funded children, they are taking two." This

pattern can be seen across the country.

o In January 1980, two child care centers in Black
Hawk County, Iowa, served a total of 42 fee-
paying children and 58 poor children subsidized
under Title XX. In November 1982, the centers
served 69 children whose parents paid full costs
and only 42 children who received Title XX as--
sistance.

o In Wilmington, Delaware, the Salvation Army opened
a center to serve the children of working poor
families. Recently, it faced the prospect of
closing because of dwindling enrollment. About
two-thirds of its children used to be subsidized
by Title XX; now only about one-third receive
subsidies.

o A Grand Rapids, Michigan, day care center used
to serve 55 children, all of whom received pub-
lic subsidies. Now the center serves 31 chil-
dren, none of whom receives a subsidy.

Many states, as a result of funding cutbacks, have severely

diminished child care support for mothers enrolled in training

programs or stiffened eligibility criteria so that subsidized

child care is no longer available or too costly for lower-income

working families.
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o Between 8,400 and 12,000 New York State children have
lost day care purchased for them by public funds be-
tween 1981 and 1983. The day care losses have
directly hit the working poor. Since 1981, nine
counties have totally eliminated Title XX subsidies
to these families. There are now 34 counties in New
York with no subsidy for non-AFDC working families.

o Arizona, Massachusetts, Kansas, and Pennsylvania
have stiffened their eligibility criteria for child
care, denying help to many working families.

These same families have been burdened with increases in the costs
of school meals, user fees for school transportation, and other

services.

Children are Being Shifted to Less Supportive
Child Care Arrangements

The results of federal, state, and local cutbacks in chiLd
care for women who are struggling to improve their family's situa-

tion through employment or training are extremely painful.
Children are being left alone or have been switched to less

familiar, and often less supportive, child care arrangements.

o A survey of selected families indicates that the
loss of subsidy in New York State has resulted
in increased numbers of children left alone. A
state study of Westchester County concluded that
the loss of day care increased risk of maltreat-
ment or neglect. Some parents chose to leave work
altogether and to go on welfare rather than to
neglect their children. Many struggled to pay
the fees of centers, often unsuccessfully. Others
placed children into the care of older siblings.
Still others were forced into inadequate babysitting
arrangements where nutrition, stimulation, and
child development were lacking. For some children,
arrangements are sporadic, resulting in harmful
shifting from caretaker to caretaker. It is
estimated that at least one-sixth of children
affected by funding cuts are regularly left
unsupervised.

o The Johnso County, Kansas, Day Care Association
sent a questionnaire to the county's day care
providers after many children lost Title XX
child care subsidies. They found that 17 percent
of the parents had quit work, 10 percent of
the children had been taken to unlicensed day
care arrangements, and 7 percent of the children
were not receiving any care while their parents
worked.
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o In 1981, 739 West Virginia families lost child care.
Some 565 of these families responded to a question-
naire regardinq their current child care arrangements.
A total of 391 children had experienced some type
of change in child care arrangements. At least
79 children were caring for themselves.

o A Rhode Island child care center, located in a public
housing project, had 22 children enrolled last year.
Five children remain. The director reports that
some children are being cared for by teenaged high
school dropouts; others she watches hanging out
on the nearby playground.

o In Pittsburgh, a combination of Pennsylvania
policies--including tighter eligibility criteria
and fees for services--resulted in over 200
children losing child care services, 10 percent
of the total number being served. Some parents
quit work. One parent commented, "I'm forced to
leave my child in the care of an unlicensed
babysitter whom I don't trust as much as the
licensed day care provider." Another mother
says, "My children are no longer with me because
I couldn't find day care. The children are with
their grandparents." Many older children have
been forced to stay home from school to care for •
preschool brothers and sisters.

The need for additional child care assistance to working

families is highlighted by the waiting lists for Title XX slots in
three states: Georgia includes over 5,000 families, Massachusetts
has approximately 6,000 on their list, and Florida has 4,000

families who need help in meeting their child care needs. An
expansion of the Dependent Care Tax Credit along with an increase

in the Title XX Ceiling would help many of these families.

Women Continuously Face Dependent Care Responsibilities

Once children are grown, women are still faced with dependent
care responsibilities. One in ten middle-aged women between 45

and 65 has responsibility for an older relative. Almost one
million women aged 44 to 5-claim that the health of a family

member limits their work. Moreover, in 1975, one out of eight

retired women said that they were retired because they were

needed at home.
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Middle-aged women trying to re-enter the labor force after

taking time out to care for their children find themselves caught

in a particular bind. If they cannot obtain help in caring for

their older parents, they cannot move ahead to go back to work.

Firstly, they are stymied from obtaining the necessary training

for a new career. Then it is more difficult for them to hold

down a job long enough to develop sufficient credit for Social

Security and contributions to private pension funds, which would

protect them in their own retirement years. Displaced homemakers

are obviously at an even greater disadvantage.

It is also more likely that these middle-aged women are

caring for women. The average age of widowhood is 56; there

are over twice as many women who are over 85 as men.

Families with Disabled Relatives Could Benefit

Another group who would benefit from the changes in the

dependent care credit are families with disabled relatives. Be-

cause these dependents often require costly special services and

equipment, those caring for them have a great need to earn income.

Despite the importance of appropriate care, families find it

exceedingly difficult to locate such care for the estimated 500,000

handicapped children under 6 in this country as well as the 4.2

million school-age children with handicaps. Additionally, there

are some 8.4 million severely disabled adults (aged 18 to 64) who

are living in families with at least one other adult. Help in

meeting the expenses of care for these children and adults could

make it possible for other family members to enter the labor force

and better meet their entire families' needs.

How Additional Help can be Provided to Families

In 1981, Congress replaced the previous flat rate credit for

dependent care with a sliding scale that focused the maximum

benefit of the credit on lower-income households. The scale

allows a 30 percent credit for work-related dependent-care expen-

ditures up to $2,400 for taxpayers with incomes of $10,000 or less;

the credit is reduced by one percentage point for each $2,000 of

income between $10,000 and $28,000 to a minimum of 20 percent.
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Currently, a family earning $10,000 a year would have to pay $2,400

per year, nearly one-fourth of its income, to receive the maximum

credit of $720. In this case, dependent care would represent an

out-of-pocket expense of 17 percent of income. However, lower-

income families can afford to pay no more than 10 percent of

income for dependent care expenses. The average cost of center-

based child care for children ages three to five ranges from $2,200

to $3,200 per child; family day care costs range between $1,230

and $2,200 per child.

Both of the changes in the Equity Act, which are also included

in S.1359, are important. The expanded slide would offer increased

assistance to families. Refundability would allow them to take

full advantage of the new benefit. Refundability is critical not

only to enable families with no tax liability to utilize the credit

but also to allow those with limited tax burdens full access to

the credit. Consider a two-parent household with two children

earning $14,999 a year. They have child care expenses of $2,300;

one child is enrolled in a full day program while an older child

benefits from an after-school program. This family would receive

an increased credit of $460 if the sliding scale were expanded.

Without refundability, they would lose $168 of their new benefit.

This is an Opportune Time to Improve the Credit

The timing is ripe for the passage of these dependent care

provisions. In tax year 1983, for the first time, a line for this

credit will appear on the 1040A short form. This is a key change.

It will make the existence of the credit much more meaningful for

lower-income families, the majority of whom use a short form.

Up until last year, 1040A filers did not even receive a notice

of the credit's availability in their tax packets. It will now

be significantly easier for these families to utilize the credit

and to receive new help from the expansion contained in Title II

of the Economic Equity Act.



198

We recognize the difficult choices that the Congress must

make in light of the pressure to reduce the increasing deficit.

However, the improvements in the Dependent Care Credit represent

sound public policy. They will help families to insure that

their children - and our future are cared for in more optimal

child care arrangements. Simultaneously, they will give families

additional help in caring for aging or disabled dependents, re-

ducing the extraordinary costs of institutional care. Studies

show that older persons with kin are usually admitted to institu-

tions at a more advanced age and with-greater impairment than

institutionalized elderly without kin, indicating that relatives

can provide support to minimize costly institutional care. Yet,

adequate support is not available to families who want to take

on the responsibility of home care. The changes in the Dependent

Care Tax Credit will provide rationale fiscal incentives for

families to stay together, support each other, and remain in the

work force. These uncomplicated legislative provisions are

unique in their far-reaching effects.

We hope that Congress will take this unusual opportunity

to create a support system that strengthens families and

assists family members of all generations.
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Senator DURENBERGER. Thank you. Before I introduce Dr. Boggs,
because both the last two witnesses have referred to this, that the
American Association of Retired Persons wanted also to be on this
panel today, but they had been on a panel yesterday and we decid-
ed one panel is enough in 2 days, I guess. But I think they have felt
very strongly in favor of the dependent care credit for a lot of the
reasons that both of the first two witnesses indicated. So their ab-
sence from the panel is in no way reflective of the concern of elder-
ly Americans for the need for this legislation.

Our next witness will be Dr. Elizabeth Boggs who is here to rep-
resent the Association for Retarded Citizens. Welcome.

STATEMENT OF DR. ELIZABETH M. BOGGS, MEMBER, GOVERN.
MENTAL AFFAIRS COMMITTEE, ASSOCIATION FOR RETARDED
CITIZENS
Dr. BOGGS. Thank you, Senator.
Obviously able-bodied family members, men or women, work for

a variety of reasons and when that work involves the necessity for
providing care for a dependent, it becomes a charge against the
work, as you are recognizing in these proposed amendments. We
obviously support the liberalization for the same reasons that the
other witnesses do. To go beyond that, however, I think that in
dealing with the issue of support of credits for the care given to
disabled family members, it's necessary for us to stress that those
costs generally exceed the costs of care for a child who is normally
developing, and therefore, this whole matter is of interest to middle
income as well as lower income families.

Minnesota has been traditionally rather expert at assessing the
actual cost of maintaining a child who is handicapped in some way.
You have had a system for providing in your child welfare system
for additional child care payments in that setting, and we're very
grateful to the Congress for having seen to it that the IRS invade
those grants.

I raise this point because I think that it is very clearly document-
ed that these additional costs do occur. Therefore, increasing the
percentage is possible for the parents to take as a credit.

Senator DURENBERGER. The Congress would not have acted if
Minnesotans hadn't brought the problem to the attention of their
Senator, which is the way all of these things get resolved sooner or
later.

Dr. BOGGS. We are absolutely aware of that, and the Association
for Retarded Citizens was quite interested in promoting that partic-
ular piece. At any rate, I take it as evidence of what I'm saying,
and it is documentable additional costs whether the dependent is a
child or an older person or a spouse, as indicated in the act.

I think that we would like to go a step beyond that and point out
that there really is a need at this point to develop a compatibility
between this legislation, these provisions which are directed par-
ticularly to enabling people to work, and the provision for medical
deductions. The definition of what's deductible for medical pur-
poses does not include the kind of care we're talking about: The
personal care, the maintenance of the individual, the personal serv-
ices that are necessary in the absence of a family member. In our
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written testimony we have suggested to you that a compatibility
between these two different kinds of tax provisions would adapt
itself on the one hand to needs of working families of relatively
modest income, and on the other hand would recognize that in
some families it's just not possible for everybody to work, but that
there are occasioned expenses in connection with that which could
be properly handled through the medical deduction given the per-
centage threshold to that deduction incorporated in the recent
amendment.

So we would like to see you go ahead with the provisions in the
Equity Act. We would also like to see you review the connection
that this has-the interaction it has with the medical deductions.
Thank you.

[The prepared statement of Dr. Boggs follows:]



201

STATEMENT OF ELIZABETH M. BOGGS, PH.D., MEMBER GOVERNMENTAL AFFAIRS
COMMITTEE, ASSOCIATION OF RETARDED CITIZENS

The Association for Retarded Citizens (ARC) would like to make specific recTn-

mendations to the Finance Committee with regard to dependent care tax credit/tax

deduction provisions. Because the ARC membership includes many parents, w are

keenly aware of the needs of families with physically and mentally disabled depen-

dents. The pupose of our testimony is to ensure that families who keep their

disabled dependents at home are not penalized by the tax system relative to those

families who arrange round-the-clock, out-of-hane care for their disabled dependents,

We also seek better coordination between the dependent care tax credit and the medi-

cal and dental expense care deductions.

If enacted, our recommendations will assist more families to care for their

disabled dependents at hare thus solidifying the role of disabled individuals in the

family and reducing the number of individuals who are institutionalized. In this

respect our posture is congruent with that of the Admidnistration. Specifically, the

ARC endorses two proposed changes in the dependent care tax credit provisions con-

tained in the Econonic Equity Act: 1) expansion of the sliding scale for the depen-

dent child care tax credit from 30 percent to 50 percent for families with income at

$10,000 or below; and 2) refunding the dependent care tax credit so that families can

receive cash payments when their incomes are too low to pay taxes or the credit

exceeds their tax liability. our reasons for the above changes as they extend to all

families are consistent with testinry the Finance Ccxmittee has received from

various child advcacy organizations. Because our particular interest and expertise

concerns disabled individuals, we will restrict our discussion to the tax provisions

as they relate to disabled dependents.

Our rationed for the above r-camdations is a straightforward one: the

expense of providing care to a disabled dependent (and particularly a severely dis-

abled dependent) at hoe is not adequately addressed by the present tax credit system.
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A recent survey of the impact of a handicapped child on families (Moore, Hamerlynck,

Barsh, Speiker, and Jones, 1982) revealed that 44 percent of the parents sampled

could not afford the special therapy their child needed. It also revealed that

middle income families faced as many financial problem in caring for their disabled

child as low-income families because they are frequently not eligible for free ser-

vices. As one father in the survey wrote:

"I think it is a shame the state helps people who have foster homes for
these children and Social Security will pay, but they won't help the
parents who want to keep and love their handicapped child. It seems as
if we are being punished for keeping our children. There is no finan-
cial help unless you are on welfare or give your child up. Otherwise,
the rest of the family does without." (p. 69)

We support the liberalization of the work-related/dependent care tax credit for

the same reason as do other witnesses. This credit has been (properly) targeted on

the family of modest income where able-bodied adults are wage earners. In addition,

we wish to call attention to the fact that the cost of home care for a disabled

person of any age who, in the language of IRS publication 503, "...is physically or

mentally not able to care for himself or herself" is likely to he greater for the

family than the cost of care of a normal child under fifteen. For this reason the

cost can impact heavily on families of middle and even upper income status.

These costs may be measured in dollars laid out but can also properly be

measured by the burden of care on one or more family members. There is research to

support the contention that where "constant attendance" is required for a disabled per-

son and this care is provided within the family without paid assistance, the burden

usually falls very heavily on one nwter who retains out of the labor force and whose

own life activities are very circurscribed by these responsibilities. Where this

responsibility is long term - extending beyond six months or so - it can impose real

deprivation and social isolation for the. care giver, of the very kind that We seek

to avoid for disabled persons by keeping them "in the cunmunity," (Bayley, 1973,

Voysey, 1975).
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In recognition of this burden, most developed countries have already included

within their Social Security systems a provision for paying a "constant attendance

allowance" (which is not means-tested) to families caring for a disabled child or

adult member (Parrott, 1982). While the Uhited States may not be ready for this

step, we believe it is timely here to provide an unambiguous tax incentive for vari-

ous forms of intermittent respite care and supervision provided by a paid attendant

or agency for a disabled person maintained at hoine, even when no nursing care is

required and even though the expenses are not related to employment of an able-

bodied family member. We recommnd, therefore, that the medical deductibility of

such expenses be affinTed in a way which alters the present'interpretation as indi-

cated in the following language quoted fram IRS publication 502:

"You may include in medical expenses wages and other amounts you pay for nursing
services, including an attendant's meals you pay for...if the attendant also
provide' personal and household services, these amounts must be divided between
time spent in performing household and personal services -.nd the time spent on
nursing services. Only the amount spent on nursing services is deductible."

Realistically for mentally retarded and indeed many personally dependent physi-

cally handicapped persons, what is made necessary by the disability is precisely

personal care (assistance in dressing, eating, mobility, etc.) and related matters,

such as meal preparation, transportation and escort services, which the dependent

cannot perform for himself/herself because of his/her disability. These are essential

needs in addition to or even instead of nursing.

The importance of these "social services" in avoiding unnecessary institutionali-

zation has been recognized under the so called "commmity care waiver," (Section 2176

of Title XIX) which eas enacted as part of the Omnibus Reconciliation Act of 1981. In

the case of a disabled person who for one reason or another may not have access to

care under the waiver, we believe that a medical deduction for disability related per-

sonal care and social services (such as are allowed under the waiver) should be

allowed to those middle and even upper income taxpayers who pay for these services

25-711 0 - 83 - 14
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for themselves or their spouses or dependents out of their own inome. The recently

enacted increase in the threshold for medical deductions (5 percent of adjusted

gross inome) protects the public against irresponsible use of this provision and

assures that the middle or upper income family will itself pay an appropriate share

of the excess cost. Since allowable cost will not include basic maintenance, the

deductibility will be less than if the family should avail itself to out-of-haoe

care in a medical facility.

Each family will have an option to choose the dependent care credit or the medi-

cal deduction depending upon its own circumstances, with personal care and supervi-

sion reoognized in either case.

FAMILY PROVISION FOR FVIURE CARE

The foregoing testimony relates to the need for annual tax incentives available

to families as cost of care incurred. We also wish, however, to bring your attention

to the need to permit families to avail themselves of sow tax advantages when and if

they make provisions for future care of handicapped persons. The medical deductibil-

ity of a future contract is not sufficient for this purpose.

To this end, we are proposing an arendnent to permit an Individual Retirement

Arrangement (IRA) to be established by a working taxpayer on behalf of his/her adult

dependent who may be disabled so early in life as to be unable to acquire significant

pension benefits on their own work records or to establish IRA type plans for

themselves.

The Social Security Act, which provides benefits to adult disabled children on
I

the d ath, retirement or disability of a covered parent, linats the levels of those

benefits so that they are less than the disabled individual might have qualified for

had he/she been able to work over his own working lifetime in covered employment. On
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the other hand, such benefits Tay exceed the current levels payable to him/her as

a disabled person under Supplemental Security Incoae (SSI). The loss of SSI and its

correlate Medicaid, may leave disabled persons exceptionally vulnerable. The

parents of such individuals often desire to make more substantial provisions for

their sons and daughters but find it difficult to do so, given the bite of incine

taxes. Consequently, permitting an IRA to be established for adult disabled children

and spouses will promote self-sufficiency and give familes an affordable avenue to

save for the support of their adult disabled dependent after their own retirement or

death.
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Senator DURENBERGER. Thank you very much. Our next witness
will be Dr. Carla Curtis, representing the National Black Child De-
velopment Institute. Welcome. -

Ms. CURTIS. Thank you, Senator Durenberger. I feel I have to say
that unfortunately "doctor" is not appropriate at this time-but I
hope that it soon will be.

Senator DURENBERGER. Well, you can come on back after it's ap-
propriate then. [Laughter.]

Ms. CURTIS. I'd also like to say that when you are part of such a
distinguished panel as this and speaking on the same issues, some
of your information may have already been presented. I hope you
will bear with me.

Senator DURENBERGER. I have to ask you to try to get that mike
centered a little better. Then you won't have a problem.

STATEMENT OF CARLA CURTIS, PUBLIC POLICY ANALYST, NA.
TIONAL BLACK CHILD DEVELOPMENT INSTITUTE, INC., WASH-
INGTON, D.C.
Ms. CURTIS. I'm pleased to have the opportunity to testify on

behalf of the National Black Child Development Institute and the
Ad Hoc Day Care Coalition in support of Senate bill 888, title II of
the Women's Economic Equity Act.

The National Black Child Development Institute is a national
membership organization dedicated to promoting the healthy devel-
opment of black children. We have 32 affiliates nationwide. The
black families we represent are, for the most part, urban, low-
income working people who want to provide a good life for their
children. Contrary to popular belief, the majority of black families
are working families, and as such require quality child care.

The Ad Hoc Day Care Coalition represents a nucleus of child
care advocates who meet on a regular basis to share strategies de-
signed to protect and improve the existing programs which support
child care. We also assess longer range proposals for comprehen-
sive national child care programs and specialized bills on employer
sponsored child care, after-school care, and the information and re-
ferral services for child care.

A growing number of statistics that have been shared previously
suggest that among American families, and for black families in
particular, work-related child care is a must. The changing struc-
ture of the American family coupled with the current economic
trends necessitate the strengthening and expansion of child care
support systems.

The increase in the divorce rate is one of the most significant
social trends in America. This, along with increased marital sepa-
ration and the growing number of births among teenagers, has re-
sulted in a significant increase in the number in proportion of
women with no husband present heading households. In 1980,
female headed families were approximately 10 percent of all fami-
lies. By 1981 this figure rose to 20 percent.

It is now estimated that 50 percent of all children can expect to
live with one parent for a significant portion of their lives. In the
black community 48 percent of all families are maintained by fe-
males, but when we look at those families living below poverty,
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that number increases to 70 percent. Regardless of why parents are
single, female householders earn less than male householders.
Women with children but no husband present may lack economic
resources of husband-wife families for a variety of reasons such as
the lack of child support, the lack of marketable skills, and job dis-
crimination.

Single fathers also require support in providing care, and recent
studies suggest that the number of fathers heading households
alone is also growing. More than one-fourth of all children current-
ly live in households with income below 125 percent of the poverty
index. However, again, looking in the black community, 31 percent
of all black families with children present live below the poverty
level. One study found that between 17 and 23 percent of all moth-
ers with preschool children neither working nor looking for work
would be willing to work if affordable child care were available.

Half of all married women with children under 6 are now in the
labor force. The children of these women doubled between 1960 and
1980, and it is projected that by 1990 the number of children of
these women will reach 10 million. In 63 percent of all black two-
parent families, both parents work. And among women with a
child under the age of 1 year, 31 percent of currently married
women and 40 percent of other women are in the labor force. For
many parents the child care arrangements that they do have are
not satisfactory for them. Many children are left to care for them-
selves for long periods of time during the day, and this phenom-
enon, referred to as "latchkey" child care, is quite prevalent. At
the recent policy forum of the Senate Caucus on Children, the
number of children 13 years and younger who are left to care for
themselves was guestimated to be as high as 15 million.

Simply stated, many families cannot pay the cost of making
child-care arrangements for children during nonschool hours, and
in relatively few communities where school age child-care pro-
grams exist, the cost of such care often exceeds the family's ability
to pay. As we look to the future, the problems associated with pro-
viding an adequate supply of affordable quality care for families in
need of such care are worsening. Projections on the use of formal
care arrangements in the next decade suggest increased difficulty
in locating adequate child care arrangements, especially in family
day care home settings.

These statistics and information certainly establish the need for
expanding Federal financial support both direct and indirect for
child care services. Speaking specifically to the provisions of S. 888,
title II, the Equity Act would expand the sliding scale to 50 percent
for families with income $10,000 or below, make the credit refunda-
ble for low-income families, and enable nonprofit organizations pro-
viding work-related child care to be eligible for tax exempt status.

Briefly I'd just like to say that in relationship to the refundabil-
ity clause, we are especially supportive of this measure because as
under current law, all families are not able to use the tax incentive
as a means of supporting their child care costs. The refundability
clause as it currently exists really penalizes or blames the victims
of low-income status and finally the provision related to making
tax exempt status available for infant and school age child-care
programs in particular, we feel, is important because if the Center
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files for tax-exempt status currently and states that its primary
purpose is "to provide child care," they will most likely be denied
that status by the IRS.

Senator Durenberger. Thank you very much. Our fifth panelist is
Ann Muscari, the President of the National Association for Child
Care Management.

[The prepared statement of Ms. Curtis follows:]
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STATEMENT OF CARLA MICHELLE CURTIS, NATIONAL BLACK CHILD DEVELOPMENT
INSTITUTE, WASHINGTON, D.C.

To the members of the Senate Finance Committee, I am pleased

to have this opportunity to testify on behalf of the National Black

Child Development Institute and the Ad Hoc Day Care Coalition in

support of Senate Bill 888, Title II, of the Women's Economic

Equity Act, sponsored by Senators Durenberger, Packwood, Hatfield,

Hart and others.

The National Black Child Development Institute is a national

membership organization dedicated to promoting the healthy develop-

ment of Black children. We have 32 local affiliates nationwide.

The Black families we represent are, for the most part, urban, low-

income working people who want to provide a good life for their

children. Contrary to popular belief, the majority of Black fam-

ilies are working families, and as such, require quality child

care.

The Ad Hoc Day Care Coalition is a nucleus of child care advo-

cates who meet on a regular basis to share strategies designed to

protect and improve existing programs which support child care.

We also assess longer range proposals for comprehensive national

child care programs and specialized bills on employer sponsored

child care, after-school care, and child care information and

referral services.

Child Care Need

A growing number of statistics suggest that among American

families, and for Black families in particular, work related child

care is a must. The changing structure of the American family coupled
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with current economic trends necessitates the strengthening and

expansion of child care support systems.

The increase in divorce is one of the most significant social

trends in America. This, along with increased marital separation

and the growing number of births among unmarried teenagers, has

resulted in a significant increase in the number and proportion

of women, with no husband present, heading households. In 1960

female headed families were 10 percent of all families; by 1981

close to 20 percent of all families with children under 18 years

were headed by females (U.S. Department of Commerce, 1981).

It is now estimated that 50 percent of all children can ex-

pect to live in a one-parent household for a significant portion

of their lives. In the Black community we know that 70 percent of

all families living below the poverty level were maintained by

women in 1981. Regardless of why they are single parents, female

householders earn less than male householders (Pearce & McAdoo

1982). Women with children but no husbands may lack the economic

resources of husband-wife families for a variety of reasons such as

lack of child support, lack of marketable skills, or job discrimi-

nation. Single fathers also require support in providing child

care, and recent statistics suggest the number of single parent

families with the father as head of the household is growing.

More than one fourth of all children live in households with

income below 125 percent of the poverty level ($9,000 for a family

of three) according to the Congressional Budget Office. However,

again looking at the Black Community, 31 percent of all Rlack fam-

ilies with children present live below the poverty level (Bureau

of Census, March 82 Survey). Lack of affordable child care is a
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major factor in keeping women and children in poverty and out of

the work force. One study found that between 17 and 23 percent of

mothers with preschool children neither working nor looking for

work would be willing to work if work and affordable child care

were available (U.S. Department of Labor, 1977).

Almost half of all married women with children under 6 are

now in the labor force. (Department of Commerce, Bureau of Census

1982). This number doubled from 2.5 million to 5 million between

1960 and 1980. The children of these women totaled 7.5 million

between 1960 and 1980 and are projected to reach 10 million by

1990. In seventy-three percent of all Black two parent families

both parents work (Bureau of Census, March 82 survey). Among

women with a child under I year, 31 percent of currently married

women and 40 percent of all other women are in the labor force

(U.S. Department of Commerce, 1982).

Even when mothers are working outside the home, not all of

them have made satisfactory child care arrangements. Many chil-

dren are left to care for themselves for periods of time during

the day. There are various estimates of the number of children

who must care for themselves while their parent(s) must work.

Recent testimony provided before the Senate Caucus on Children

suggests this number may be as high as 15 million children, thir-

teen years and younger. This widespread phenomenon, referred to

as Latchkey* child care, occurs because for many families this

is their only option. Simply stated, many families cannot pay

the cost of making child care arrangements for children during

non-school hours. In the relatively few communities which have
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school-age child care programs, the cost of such care may exceed

the families' ability to pay.

As we look to the future, the problems associated with pro-

viding an adequate supply of affordable, quality child care for

families in need of such care are worsening. Projections on the

use of formal care arrangements in the next decade suggest increased

difficulty in locating both sitters, and family day care homes.

As more women enter the I'abor force, it is likely that the pool of

child care providers will decline (Hofferth, 1979). For parents

forced to use formal center based care, the cost of care to the

family will certainly increase.

Average Child Care Costs

Children under 2 years - Group or Center care rates are
$3,000-$5,000 per child annually
and Family Day Care costs range
between $1,800-$2,000 per child.

Children 3 to 5 years - Group or Center care ranges from
$2,200-$3,200 per child while
Family Day Care costs between
$1,200-$2,200 per child.

School Age Child Care - $10-$50 per week depending on the
program's sources of financial
support.

Senate Bill 888, Title II, Sections A, B and C

These statistics and information certainly establish the need

for expanding federal financial support systems - both direct and

in-direct, for child care services. However, I would like to

address the specific aspects of Senate Bill 888, Title II, of the

Women's Economic Equity Act concerning the Dependent Care Credit

Amendments. These amendments would strengthen provisions designed
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to ensure that a portion of the nation's tax incentive is effec-

tively targeted toward the safe care of its children and the

development of its work force.

Senate Bill 888 would expand the current Dependent Care Tax

Credit which in 1976 was changed from a basic tax deduction to a

nonrefundable credit. In 1981, Congress replaced the flat 20 per-

cent credit with a sliding scale designed to focus the maximum

benefit to lower income families. Under current law a taxpayer is

allowed a tax credit for employment related expenses incurred for

the care of a dependent child, disabled dependent, or spouse. The

maximum credit is 30 percent of expenses up to $2,400 for one child

(up to $4,800 for a maximum credit of $1,400 annually for 2 or more

children) per year in the case of taxpayers with adjusted gross

income of $10,000 or less. This means that a family must expend

nearly a fourth of its income to receive the maximum credit ($720).

The rate of the credit currently is reduced by one percentage point

for each $2,000 of income, or fraction thereof above $10,000 until

the lowest rate of 20 percent is reached for taxpayers with incomes

above $28,000.

The Economic Equity Act would expand the sliding scale to 50

percent for families with incomes at $10,000 or below make the

credit refundable for low income families with no tax liability;

and enable non-profit organizations providing work related child

care to be eligible for tax exempt status.

First, if the sliding scale were increased it would facilitate

increased purchasing power of quality child care services as con-

trasted with cheaper and inadequate arrangements. Parents may be

more likely to choose care of higher quality.
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The cost of chile care services during the past several years

has increased with other categories of service. In some areas child

care costs well exceed $130 a week for infants in both centers and

family day care homes; over $50 a week for preschoolers and S40 a

week or more for before and after school care for school age chil-

dren (School-Age Child Care Project, Wellesley, Massachusetts,

1981). Many parents could certainly benefit from increased relief

for the enormous financial burden of paying for child care.

Second, the credit would be made refundable for low income

families who haven't enough tax liability to offset the credit.

According to the report, "Tax Expenditures: Relationships To

Spending Programs and Background Material on Individual Provisions"

(1982), prepared for the Committee on the Budget# United States

Senate, the Tax Reduction Act of 1975 was enacted in part because

in the area of the dependent care credit, "such expenses should be

viewed as a cost of earning income for all taxpayers and that it

was wrong to deny the benefits to those taking the standard deduc-

tion. "

Under current law the credit is not considered a cost of

earning income for all taxpayers. Clearly those families at the

lowest income levels are penalized--not supported. Without a

refundability clause the dependent care credit penalizes--or

"blames the victims' of-low income status.

Finally, Senate Bill 888 would make it easier for non-pro-

fit child care centers to qualify for tax exempt status. This

provision is especially relevant for infant care and school-age

child care programs. To maintain these programs, current
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restrictions which make it harder, rather than easier to attain

tax exempt status, should be relaxed.

At the present time to obtain tax exempt status, infant and

school-age child care programs must file as a school.and submit

written lesson plans and other detailed descriptions of the

program's educational value. If, in good faith, a center files

for tax exempt status but states that its primary purpose is to

provide child care, even though it may be developmental, the

center will most likely be denied exemption by the IRS. If a

center should file as a charitable organization (under 501-C3),

it must prove that its services are offered primarily to low

income children, therefore, precluding the economic integration

of programs in service to children. This arbitrary practice does

not facilitate the national goal of maximizing existing resources

at the local community level. The proposed legislation would eli-

minate these problems by amending the definition of educational 3

to include dependent care programs.

Conclusion

Child care has been, and continues to be, a political and

often controversial issue. Child care should not however, be

viewed as a political issue, but as a response to needs that cut

across all lines: political affiliation and ideologies, family

compositions--both single parents and two-parent families at all

income levels need child care--nowl

For most parents, it is not just a question of finding quality

child care arrangements# but the cost and despair of having to pay

the inordinate price of care in order to be able to work. Parents
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expect to pay something for their child care expenses, but under-

standably, many families need some help. This issue affects the

economic fabric of society since the nation depends on the ability

of the family to meet its own needs through employment.

Certainly Senate Bill 888, Title I, Sections A, B, and C

cannot address all of our concerns, and we must acknowledge this

fact. It can not replace the child care previously provided un-

der the Title XX Social Services Block Grant and through the Aid

to Families with Dependent Children (AFDC) program. Many families

with incomes below $12,000. will not have enough money to purchase

child care at any price. Therefore, I urge your support for all

of the Dependent Care Credit Amendments as an important contri-

bution to the lives of the constituents you serve and to their

children. Senate Bill 888, Title II, Sections A, B, and C, is a

response--a stronger and more appropriate response to addressing

the child care needs among the nation's families.
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STATEMENT OF ANN MUSCARI, PRESIDENT, NATIONAL ASSOCI-
ATION FOR CHILD CARE MANAGEMENT, WASHINGTON, D.C.

Ms. MUSCARI. Good afternoon, Senator. As you stated, I am presi-
dent of the National Association for Child Care Management, and
also the public relations director for Kinder-Care Learning Centers.

My testimony here today is on behalf of the National Association
for Child Care Management. I really appreciate the opportunity to
share with you our support for two provisions of the dependent
care aspects of the Economic Equity Act, and our reservations re-
garding a third part of the spectrum and some other related com-
ments.

NACCM, or the National Association for Child Care Manage-
ment, is the organization of private, for-profit child care businesses
in the United States. Our membership operates centers that offer
care in 188,000 licensed positions for infants, preschool children,
and school age children of American working families, and these
are the families who really do benefit from the child care tax
credit. NACCM is composed of sole proprietorships, mom-and-pop
organizations, as well as multicenter groups of all sizes: National
Child Care, Gerber Child Care, Children's World, and including my
own company, Kinder-Care, that operates 775 centers in 38 States.

You have heard testimony today about the dramatic increase in
numbers of working mothers and their children needing care. Pri-
vate enterprise has made some real strides in meeting the needs of
children, creating infant programs, innovative after-school pro-
grams to serve the latchkey child, and the more traditional pre-
school learning programs for children from 3 to 5. We know that
by supporting the increased dependent care tax credit to 50 percent
at the lower end of the economic scale and by making the credit
refundable for those whose earned credit exceeds their income tax
liability, we will be focused on the population most in need. We
will offer more services for the dollars spent and really encourage
a return to the work force from the welfare rolls. We will also see
some increased employment in positions of care givers in centers.

The socio-economic composition of children in families in our
member centers often does not differ appreciably from other cen-
ters. Recent marketing research done by a member company indi-
cated that over 7 percent of the children in care came from fami-
lies with incomes under $10,000. This percentage would be consid-
erably higher if States Were less biased about utilizing the private
sector as a vendor. Our member centers are located in all varieties
of neighborhoods, towns, and cities and serving all ethnic and cul-
tural groups, both as customers and as employees. Central to our
position is the importance of parental choice. We believe that par-
ents want the best for their children and they will choose the best
care within their means, often the underground or unlicensed fa-
cility is the only affordable or available option. Improved tax cred-
its and refundability will create more options and parents will
select quality licensed programs of their own choice. The need for
government-provided services will diminish and the marketplace
will benefit.

The provision of the bill opposed by NACCM is the easing of eli-
gibility requirements for obtaining tax exempt status for certain
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child care programs. We oppose this. It encourages the prolifera-
tion of one type of child care over another and ignores the private
sector potential to meet needs while paying taxes. Infant programs
and school age programs are increasing right behind the needs in
the private sector.

Why would Government want to subsidize new programs that
duplicate existing ones and ignore the creative and innovative abil-
ity of the private sector to expand their services to infants and
latchkey children.

Please don't spend Federal dollars or give up potential tax dol-
lars to new tax-exempt programs.

I guess the real reason that I came today was to reassure you
that we really are taking care of children, that we are taking care
of working families, that we are taking care of single parents, and
we are doing it in the free enterprise environment. Children are
our first concern, but we have not lost sight of the importance of
economics in this exciting growth-oriented industry of child care
and we hope that you won't either.

Thank you.
[The prepared statement of Ms. Muscari follows:]
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Testimony
Presented by

Ann uscari, President
National Association for Child Care Management

Mr. Chairman, Members of the Committee, I am Ann

Muscari, President of the National Association for Child

Care Management and National Public Relations Director

for Kinder-Care Learning Centers; I appear before you

today in my capacity as President of the National

Association for Child Care Management. I appreciate the

opportunity to present to you today our support for two

provisions of the Dependent Care aspects of the Economic

Equity Act, S. 888, and our serious reservations

regarding a third part of this section.

As background for you, the National Association for

Child Care Management -- NACCM -- is the organization of

private, proprietary child care businesses in the United

States. Our 300 member companies own and operate over

2,000 licensed child care centers throughout the

country. These child care centers serve approximately

188,000 children of America's young working families,

the families who are the major beneficiaries of the

dependent care tax credit initiatives. Our members

range in size from my company, Kinder-Care Learning

Centers, headquartered in Montgomery, Alabama, which

operates 775 child care centers in 38 states, to-single-

25-711 0 - 83 - 15
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center, sole proprietorships that serve individual,

local communities.

Our industry is young, vibrant, and growing annually to

meet the child care needs of young families. We are a

service industry, characterized by small businesses that

seek to provide quality, licensed child care at an

affordable cost to those families. Further, our

industry grew out of entrepreneurial efforts that

recognized a fundamental change in the complexion of the

U.S. workforce. You have the statistics before you that

demonstrate the dramatic increases in female workers, in

single-parent families, and in the percentage of working

women with children under six years of age who, by

choice or by necessity, remain in the workforce.

Private, proprietary, center-based child care serves

this new workforce.

Several of the provisions of S. 888 relate directly to

the child care requirements of this workforce and impact

on our ability to meet those requirements. NACCM offers

to ywu today our full support of the provisions to

increase the Dependent Care Tax Credit to 50% at the

lower end of the economic scale and to make the credit

refundable for those whose earned credit exceeds their

income tax liability. However, NACCM must also inform

you of our objections to a third provision of the

legislation which would ease the requirements for
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obtaining tax-exempt status for certain child-care

providing entities and organizations.

I will address each of the three provisions separately,

but would like to preface that with NACCM's basic

perspective. As an industry, we support the

Administration's efforts to revitalize the American

economy and to put America back to work through private

sector initiatives. We wholeheartedly support measures

that will provide incentives for businesses to create

jobs and for people to seek jobs, and to work in those

jobs at the peak of their productivity.

From this perspective, we offer our support for the

improvements in the Dependent Care Tax Credit and our

objection to the unhealthy stimulation of tax-exempt

rather than tax-paying child care centers.

NACCM endorses the provision of the 1983 Economic Equity

Act to increase the Dependent Care Tax Credit from the

current 30% of work-felated dependent care expenditures

for taxpayers with incomes of $10,000 or less to the

more realistic level of support of 50%. This

improvement will focus the increased benefit on the

population most in need, will strengthen economic

efficiency in the marketplace by enhancing the work

incentive, and will allow parents to better afford

quality child care arrangements of their choice.
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Statistics indicate that child care is the fourth

largest household expenditure for young families. Many

families who are dependent on government assistance

today would have a better opportunity to attain self

sufficiency if they could afford child care expenses.

Families working at minimum wage, or close to minimum

wage jobs, earn too much income to qualify for welfare

benefits, but do not earn enough income to pay for their

child care and their living expenses. The 50% tax

credit addresses needs of both of these groups.

For example, based on an average weekly fee of $40 for

full-day child care in a center, a minimum wage earner

with a weekly income of $146 would be paying a

staggering 26% of income for child care. Yet, despite

this huge expense, one of our member companies has

documented that fully 7% of its families have incomes

below $10,000. Clearly, these families place an

extremely high priority on quality child care.

For others in this income range, the options are limited

to remaining in the workforce with the least expensive

arrangement available -- which probably equates to

unlicensed care -- or to return to the welfare rolls.

But, if those families could receive a credit of 50% of

child care expenses, they would then be spending only

13% of income on child care. The improved financial
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outlook would enable more parents to purchase quality,

licensed child care in order to seek employment.

Furthermore, those families with low incomes, who are

Just barely making ends meet, will have additional

resources that may enable them to obtain more desirable

quality child care arrangements as they remain in the

workforce.

In a decade when the tax burden and workforce

productivity is so important, NACCM encourages you to

consider the benefit of acknowledging that low and

moderate income families should be able to receive

proportionately greater relief than families with more

resources. NACCM believes that over a period of time,

the government would recover a significant portion of

the cost of the increased credit through additional

income and social security taxes which will result from

the expanded work effort it should produce.

One additional attractive element of the increased Child

Care Tax Credit is the extension of an important

parental responsibility to more families -- that of

parental choice of child care arrangements. By

increasing the credit for families at the lowest end of

the income scale, you increase their child care options.

Rather than being forced into unlicensed or subsidized

child care arrangements that they did not choose and may

not want, families will receive direct financial relief,
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in the form of more spendable dollars, for use in

purchase of child care of their choice.

For the reasons noted above the targeting of benefit to

those most in need, the provision of a work incentive,

the generation of additional taxable income, and the

element of parental choice -- we can offer our support

for a second provision of S. 888, that of refundability

of the Child Care Tax Credit. Refundability is the

logical extension of the inclusive nature of the credit.

The most attractive aspect of the Dependent Care Credit

is the intent that eligibility extends to all working

parents.

However, the intent is not fully realized unless those

families with no liability or very limited tax liability

are able to utilize the full credit. By making the

credit refundable, the Dependent Care benefit would be

all-inclusive.

While some may view this refundability provision as

direct subsidization of child care by the government, we

would point out again that provision of spendable child

care dollars directly to families is far more sensible

than provision of government-funded and

bureaucratically-administered child care services.

Families can choose their child care in the marketplace,

their child care dollars can fuel the market, and the
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private sector can expand to meet the increased need.

The refundability of the credit essentially puts power

in the consumer's pocket and takes the government

another healthy step away from its inappropriate role as

a child care provider.

From these comments on the increase in the sliding scale

and the refundability of the Child Care Tax Credit, I

trust the Committee will understand clearly why NACCM

opposes easing the eligibility requirements for

obtaining tax-exempt status for child care centers.

This third provision does not offer economic incentives,

it does not contribute to-child care as a viable service

industry, and, from our perspective, it does not make

sense.

The intent of this provision, 4e are told,-is to

stimulate such "unique" and "non-standard" services as

infant care and before-and-after school care. In fact,

these services are neither unique nor non-standard.

Both infant care and, to an even greater degree, before-

and-after school programs, are currently available, and

have a high potential. for growth and expansion through

the private sector. This potential is even more

dramatic if the 50% Child Care Tax Credit and its

refundable provision are supported by the Congress.
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NACCM data indicates that member companies offer an

array of services that include full and partial-day

care, before-and-after school programs, summer

activities, and day camps uniquely designed for infants,

toddlers, pre-schoolers and/or school-aged children.

Over 70% of NACCM member centers operate from 10 to 12

hours a day, offering flexibility to accommodate

different schedules for parents and children.

Additionally, a recent NACCM member survey indicates

that approximately 34% of the total NACCM member

centers' enrollment are school-aged children and

children 3 years of age and younger.

Additionally, licensed child care spaces are available

in today's marketplace, as evidenced by the average of

76% occupancy in NACCM member centers over the past 12

months. Therefore, it seems inappropriate in a free

enterprise society to put private, proprietary child

care centers at a competitive disadvantage. The for-

profit, taxpaying child care providers invested millions

of dollars during the 1970's to meet rising child care

demands and will continue to meet that demand in the

'80's, IF there is a fair opportunity to earn a profit.

Consequently, NACCM views support of an increase in the

Child Care Tax Credit and refundability as incompatible

with incentives that would favor one type of child care

provider over another. If we agree that the two
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provisions will increase access, availability and

affordability of quality child care, can we logically

conclude that-we also require an additional incentive to

create tax-exempt, rather than tax-paying, child care

centers? NACCH cannot draw that conclusion and, thus,

cannot support an initiative that will impede our

members' ability to grow by forcing them to compete with

tax-subsidized alternatives. We respectfully request

your careful consideration and ultimate opposition to

this one proposal.

We all recognize the wisdom of our investments in

today's children by providing them with the opportunity

to develop skills and to grow in a healthy, safe

environment with adequate supervision and stimulation.

This investment will generate the productive,

contributing adult citizens for tomorrow's society.

Parents have proven they are wise consumers in the child

care marketplace and consider many factors in their

choice of a desirable and affordable child care

arrangement. The proposed enhancement of the dependent

care credit and its refundability encourage the

important element of parental choice by providing the

benefit directly to the taxpayer for purchase of the

quality care that best suits the chil&'s needs and the

parents' expectations. These measures do not encourage

government involvement in providing care nor do they

influence one specific kind of child care choice over

another.

In conclusion, NACCM welcomes your consideration of our

comments and acknowledges the opportunity provided by

the Committee for us to present the perspective of the

private, proprietary child care companies. We encourage

your support for the 50% Child Care Tax Credit and its

refundability.
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Senator DURENBERGER. Thank you. Someone this morning said of
being on a panel here with Packwood and Durenberger and so
forth was like preaching to the choir, and to a degree that is and it
has minimized the number of questions we need to ask. But I do
just have to ask Ms. Muscari a question relative to the for-profit/
not-for-profit situation because obviously we find this in a variety
of other areas, in hospitals and in a lot of other institutional ar-
rangements.

Is it my understanding of your testimony that the for-profit child
care system out there would be adequate to handle the demand for
child care if only that demand were supplemented by the greater
financial access that would come from the tax credit and
refundability proposals in the Economic Equity Act?

Ms. MUSCARI. Let's put it this way. I think that there are enough
positions available within our existing centers to make a big dent
in the need and the requirement, and if those centers became full
then I would be much more in turn with looking toward creating
some new programs. I'd like to see us fill up what we have. I'd like
to see us utilize in a fair and equitable fashion the for-profit cen-
ters as equally as we do the not-for-profit.

Senator DURENBERGER. Am I missing anything in saying that the
degree of subsidy that would exist for a nonprofit center would be
no greater than the degree of Government subsidy to a nonprofit
hospital or a nonprofit organization of any other kind. This legisla-
tion does not anticipate any greater subsidy than that which comes
with the tax exemption for income generated by the facility; is that
correct?

Ms. MUSCARI. You're correct.
Senator DURENBERGER. All right. I thank you all very much. I

appreciate your being here, and if I haven't said it, all of your
statements in full will be made part of the record. Thank you.

Our next panel includes Patricia Kelly, president and cofounder,
accompanied by Patricia Turner, cofounder and vice president of
Kinder, Flint, Mich.; Bettianne Welsh, president, accompanied by
Gerald A. Cannizzaro, cofounder and vice president, For Our Chil-
drens' Unpaid Support [FOCUS] of Vienna, Va.; Ruth E. Murphy,
coordinator, accompanied by Sherri Doyle, Organization for En-
forcement of Child Support, Washington, D.C.; and Ann Kolker,
policy analyst for the National Women's Law Center, also in Wash-
ington, D.C. Having said that, are any of you here? Come on right
up and grab a chair if we have enough of them.

Who came in a Winnebago? I am very confused. Would you all
put up your hands? And you came from Flint, Mich., or all over? In
a Pace Arrow. We don't want to give anybody undue credit. You
came in a Pace Arrow. Is that like a Pearce Arrow?

Well, let me thank you all for being heee. I think I know why
you're here. I know that several of you made substantial sacrifices
to be here and to speak relative to this legislation, and so we will
start with Ms. Kelly. You all understand by these lights that we
have time limitations, and somebody probably explained that to
you ahead of time, so we can start with Pat Kelly first.

All right, so we're going to have Pat Turner go first. Thank you.
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STATEMENT OF PATRICIA RUSSELL TURNER, COFOUNDER AND
VICE PRESIDENT OF KINDER, FLINT, MICH.

Ms. TURNER. Good afternoon. I am Patricia Turner and I am co-
founder of KINDER-Kids in Need Deserve Equal Rights, and we
are going to share our testimony time.

KINDER is the German word for children, and that's -What our
advocacy group is all about: the rights of children following a di-
vorce. We are an advocacy group of parents and concerned citizens.
Most of our members are custodial mothers who are not receiving
their court-ordered child support. All of us have legally binding
documents entitling us to collect child support. All of us have
found out the hard way the system is too weak and inadequate for
us to provide for our families. The great majority of us have spent
time on welfare. We have decided to band together after years of
frustration, of fighting the system as individuals.

There are a number of groups such as KINDER springing up
across the country, and there is a great momentum building on
this issue. In March of this year KINDER was featured on an ABC
news program, 20/20, entitled "Daddy, Can You Spare a Dime?" It
was the first prime time coverage that we are aware of of the child
support issue. At the time the feature was shown, KINDER volun-
teers in Flint, Michigan, staffed an 800 toll-free number for 1
week's time. In 1 week we surveyed both custodial and noncusto-
dial parents regarding the problem of collecting child support. We
talked to over 2,000 custodial mothers and found that 94 percent of
them were not collecting the court-ordered child support although
they had legally binding documents entitling them to the support.

We heard from all 48 States and the survey pointed out severe
problems in child support enforcement. We found out in the 1
week's time that almost 80,000 people from across the country had
attempted to contact us on the 800 toll-free number. Clearly, it's an
enormous problem, something that has not come to national atten-
tion before. It has generated a lot of excitement across the country
and people now have contacted KINDER and other groups search-
ing desperately for answers. These people cannot afford attorneys,
they cannot afford the cost of battling an enormous and inadequate
system. The child support system in this country is like a sle, -
giant and parents now are banding together and hope to awake,
the system, something that will serve our children's needs.

I brought with me today as part of our delegation Patty Kelly.
Patty Kelly's story was profiled on the 20/20 piece and in other na-
tional publications. She will describe her experience of attempting
to get her court-ordered child support, something that the hun-
dreds and thousands of callers identified with the story and con-
tacted KINDER for support.

[The prepared statement of Ms. Turner follows:]
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STATEMENT OF PATRICIA RUSSELL TURNER, ON BEHALF OF KIDS IN NEED DESERVE
EQUAL RIGHTS (KINDER)

Senators, I am Patricia Russell Turner, co-founder of KINDER - Kids In

Need Deserve Equal Rights, an advocacy group of parents and concerned citizens

united to improve the enforcement of court orders related to child support,

visitation and custody. K17NDER has members across the country, the majority

of whom are custodial mothers who are not receiving their court-ordered child

support payments.

In March of this year the ABC news program "20/20" featured a segment on

child support problems entitled "Daddi, Can You Spare A Dime?". Following, the

broadcast, viewers were invited to call an 800 toll-free number as KINDER vol-

unteers conducted a nationwide call-in survey. Responses from nearly 3,000

custodial and non-custodial parents in 48 states pinpointed severe problem areas

in child support enforcement. In one week's time an estimated 80,000 people from

across the country attempted to contact us, as supported by information supplied

by AT&T. Clearly, child support enforcement is an enormous problem and parents

are searching desperately for answers.

These parents are trying to deal with an antiquated system which has been

to this point a low priority in many jurisdictions. As more divorce and paternity

cases flood already overcrowed courtrooms each day, the system becomes less ca-

pable of enforcing orders, leaving many parents powerless to collect child sup-

-port payments. Arrearages continue to accumulate into thousands and thousands

of dollars and nothing is done.

Fifty-one percent of survey respondents reported that they had been on AFDC

at one time or another since their divorce. Of these, two-thirds had applied for
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welfare because of lack of child support. Eighteen percent of the respondents

are currently AFDC recipients. Of these, 90 percent had appli ed because of non-

payment of support. Two-thirds of the AFDC respondents stated that they were

capable and willing to work, had a plan for child care and would be off the

welfare rolls if their child support was received.

The majority of callers were non-ADC mothers. Non-payment of support

leaves them in a precarious situation. Working custodial mothers can walk a

tightrope between self-sufficiency and poverty. For many of them, child sup-

port payments are needed to pay for child care while the mother is working to

support the family. If she does not receive the payments, child care and work

expenses can place the family on the borderline of the poverty level. After

many futile attempts to collect, many women cannot afford attorneys and give

up, oftentimes reverting to AFDC dependence. To the working woman, the col-

lection system can appear indifferent to her family's struggle to survive fi-

nancially. In many locations selective enforcement is practiced with welfare

dependence acting as a trigger mechanism for stepped-up enforcement, due to

financial incentives to collect on these cases. Millions of American families

are trapped in this "Catch-22" situation.

All these problems are compounded when they involve intercounty or inter-

state enforcement. There is a disturbing lack of uniformity in determining the

amount of support, in considering continued medical coverage for the children,

in prioritizing enforcement efforts and in methods used to collect, from county

to county, from state to state. No county or state in the country collects even

50 percent of its court-ordered support.

A full 94 percent of survey participants reported that they did not receive

child support on a regular basis. Hundreds of them have contacted KINDER since
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the "20/20" broadcast in hopes that something could be done for their children.

It is on behalf of all these children that I urge your consideration today.

The child support system in this country is not working. Why? Because

this problem has been swept under the rugh for far too long. Because the cur-

rent weak and inadequate system fosters parental irresponsibility. Because

selective enforcement of AFDC cases can, backfire by indirectly discouraging

working women who seek to remain in the workforce to support their families.

Because the majority of court-support orders in this country aren't enforced

effectively, if at all.

Passage of Title V of S. 888 would establish the federal government, the

largest employer in the world, as 3 model employer by providing for automatic

wage assignments upon issuance of a court order for support. It would provide

definitive guidelines for the Title IV-D program, which is currently mired in

the ambiguity of protecting all children according to the law, and yet held

accountable for performance by an AFDC scorecard. It would provide mandates

for the states to follow, which would provide some measure of uniformity and

begin to rectify the staggering problem of interstate enforcement.

I see Title V of S. 888 as a very positive and long-overdue measure for

millions of American families, for the American taxpayers, who have spent bil-

lions of dollars on welfare programs when able-bodied parents refuseto support

their children, and for the future welfare of America.
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STATEMENT OF PATRICIA KELLY, PRESIDENT AND COFOUNDER,
KINDER, FLINT, MICH.

Ms. KELLY. It's almost like bleeding for everyone, but before I
was divorced 31/2 years ago, my children who are now 8, 9, and 11,
and my husband and I lived in the suburbs south of Flint, Mich. It
was upper middle income. My husband was a General Motors em-
ployee earning close to $50,000 a year. Within 2 weeks after filing
for divorce, I was faced with eviction, I had no money for food. So
my children and I were moved by my sister. She paid for the
moving van. We are now living in a innercity housing project
which is right outside a war zone. I had a security guard shot in
my front yard less than 3 months ago. I had to apply for welfare.

The problem is that I chose to stay home and be a mother for 8
years, and I found myself with no job skills. When I would go and
apply for a job, the first thing an employer would ask me is who is
going to take care of your children, what if they get sick.

I went to The Friend of the Court, an enforcement agency, and I
told them if you don't collect the child support from my husband
who is making $50,000 a year and lives less thaii 3 miles from me,
my children and I are not going to have any food to eat next week
and we are going to be starving. And he said, "I don't know what
to tell you. Go on welfare." That's always the answer. And so I was
one of those, I'm now working part time as a disc jockey at a radio
station. I'm trying to learn a new career. It's a long road back. I
couldn't lose my medicaid or my food stamps. That's the reason
that I'm still on welfare, because if I was lucky enough just to col-
lect the highest average in the country right now which is $600 per
year per child, which is in the county I come from. They have one
of the best collection rates in the entire country. I would have to
earn four times as much just to reach the poverty level. We desper-
ately need help.

[The prepared statement of Ms. Kelly follows:]
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STATEMENT OF PATRICIA KELLY, ON BEHALF OF KIDS IN NEED DESERVE EQUAL RIGHr
(KINDER)

Gentlemen, my name is Patricia Kelly. I an Co-founder and President of

KINDER, (Kids In Need Deserve Equal Rights), a national organization based in

Michigan comprised of parents and citizens united to seek improvements in the

family law system as it pertains to children. I am also a welfare mother, a

fact of which I am not proud, but I'm sure you'll agree by appearance I'm not
what most people envision a typical welfare mother to look like, I am though

sadly enough all too typical.

Before I was divorced 3h years ago, my husband, our three young children

and I lived a typically middle class existence in the suburbs. My husband's

income was nearly $50,000 per year. I did not work outside the home during the

seven years of our marriage, but rather choose to devote myself to raising our

children. Within weeks of filing for divorce it became necessary for the child-

ren and I to move to an inner-city housing project and apply for AFDC. My hus-

band refused to pay child support even though he was a working General Motors

employee.

The road to recovery for women like myself and their children is long and

in many cases endless. Today my ex-husband owes nearly $12,000 in back child

support, has quit his job, is successfully evading his financial responsibility-

to our children, and expects the government to support them. Even though I

have a part-time job in broadcasting, my income potential is limited and I will

most likely require some sort of government aid for the next ten years until my

youngest son graduates from high school.
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For millions of women like myself child support is the lifeline enabling

us to be self-supporting and productive. The extremely high costs of housing,

food, clothing, utilities and child care along with the fact that many women

have few job skills and choose the traditional role of mother and housewife

first, results in female heads of households and their children becoming poverty

stricken after divorce.

Although America claims to be a child-oriented society the statistics tend

to prove otherwise. Currently one out of five American children is being sup-

ported through social programs. One-quarter to one-third of the absent fathers

never pay a dime in child support, and some government officials estimate that

only one out of ten absent fathers pays on time in full. The county in Michigan

where I live, Genesee, has been lauded as one of the best in the area of child

support collection nationwide. Michigan comprises 4 percent of the american

population and collects at least 13 percent of all child support dollars collected

nationally. Although rated among the best, the county in which I live only col-

lects on the average $600 per year per child which breaks down to a scant $11

per week and only $1.6S per day. Obviously, if a custodial mother of three is

lucky enough to collect the-average $600 per child annually she will have to be

generating more than four times as much through employment to reach the poverty

level.

My personal experience with the child support enforcement system and my

additional knowledge through dealing with KINDER members nationally is that the

current child support enforcement system encourages welfare dependence. Work-

ing mothers not on AFDC find very little help in collecting child support while

women on welfare see stepped up enforcement. The federal government offers

many financial incentives to each state to encourage offsetting welfare costs

25-711 0 - 83 - 16
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but offers few to encourage non-AFDC collections. This policy literally forces

millions of women and children onto welfare and "Uncle Sam" becomes the child

supporter unnecessarily. In many cases if child support payments were received

regularly the family would not even qualify for government aid. The discrimi-

nation in collections is further proven by the tax intercept program. Last

year millions of dollars were successfully collected through-the attachment of

tax refund checks, but again only to offset welfare costs, not for the non-AFDC

families. The first step toward improving the child support collection system

is to insure equal enforcement of all court support orders. It is strictly a

matter of dollars and "sense"-the costs of mandatory wage assignments, tax-

intercepts, and administrative overhead will be much less taxing than supporting

the family through AFDC, food stamps and Medicaid.

1 strongly encourage the passage of Title V of S 888. If America's child-

ren are to be its future we have to provide a stable environment for every child.

Title V of S 888 will begin to rectify the frightening trend where the federal

government is the child supporter and re-direct the financial responsibility of

child rearing where it has always belonged, with the natural parents.
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SUMMARY

for

SENATE COM4ITTEE ON FINANCE

BY

PATRICIA KELLY

Presently millions of American children are living far below the poverty

level due to lack of child support. Unfortunately at this time the trigger

mechanism for collection of child support is welfare dependence. The child

support system as we know it offers little or no help to children and families

not receiving government assistance. More often than not custodial mothers

end up on welfare if not receiving child support regularly. The system en-

courages welfare dependence as proven by the incentives offered by the federal

government to each state to offset welfare costs and the lack of incentives of-

fered to collect on non-AFDC cases.

Title V of S 888 will begin to rectify the discrimination in child support

collection and in the long run will prove to be extremely cost effective. Social

programs are a tremendous drain on the federal budget. I encourage passage of

any legislation especially Title V of S 888 that shifts the responsibility of

supporting America's children from the government to the natural parents.

Single-parent female headed households are the largest and fastest growing

poverty group in America. By the year 2000 it is projected that all of those

below the poverty level will be women. Title V of S 888 will slow this fright-

ening trend by offering assistance to those women and children not collecting

government aid, and will enable many to be self-supporting because they are

receiving regular child support payments.
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Senator DURENBERGER. Do you have a quick summary, Pat?
Ms. TURNER. Yes, Senator Durenberger.
It's critical that the issue of the nonADC custodian be addressed

in any legislation. This is something that has been overlooked in
the financial incentive given to child support programs. In my writ-
ten testimony I equate the problems of the working woman in
America between self-sufficiency and poverty. A strong child sup-
port enforcement system would give us the safety net we need to
remain self-sufficient and to provide for our families.

Thank you.
Senator DURENBERGER. Thank-you very, very much for your tes-

timony.
Our next pair of witnesses, again Bettianne Welsh and Gerald

Cannizzaro, who are the President and Vice President of FOCUS,
which you can tell from their buttons, which is For Our Children's
Unpaid Support.

STATEMENT OF BETTIANNE WELSH, PRESIDENT, FOR OUR
CHILDRENS' UNPAID SUPPORT (FOCUS), VIENNA, VA.

Ms. WELSH. Thank you, sir. _

Gentlemen, I am Bettianne Welsh, president and cofounder of
FOCUS, For Our Childrens Unpaid Support, and with me is Gerald
Cannizzaro, vice president and cofounder.

We're a citizen advocacy group that was founded in July 1981 in
Virginia. I'm currently also an ad-visory member of the interstate
child support enforcement study being conducted by the center for
human studies under a grant from the Social Security Administra-
tion. FOCUS appreciates this opportunity to appear today in
regard to the Child Support Improvements Act of 1983.

FOCUS is founded on the premise that all children are entitled
to financial support necessary to meet their basic needs. This sup-
port is the moral and-legal responsibility of both parents. As you
are aware, an alarming number of parents choose not to honor this
responsibility. Instead of two parents providing support, the custo-
dial parent is carrying the entire burden. Most often the custodial
parent is making the lesser salary and the burden becomes unman-
ageable. At this point, outside assistance must be sought in the
form of food stamps, subsidized housing, aid to dependent children,
and student aid for education. The taxpayer, in fact, picks up the
burden for the parent who is delinquent in the support of its child.

We endorse any measures that will establish an improved nation-
al system of monitoring and collecting child support. We in FOCUS
are very-personally aware of the weaknesses in the present system
of enforcement and collection. The statistics that are being present-
ed to your committee overwhelmingly illustrate that unpaid child
support is a problem of a national magnitude.

Statistics often do not show us where the problems lie, only that
they exist. Our personal experiences with child support collection
may be helpful to you. For illustration I will present in a very brief
form three real cases first.

One. A custodial parent has experimented the phenomenon
known to those of us in the trenches so to speak as "State hop-
ping." She has attempted collection of child support in five States
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in 6 years, with very little success. The procedure for obtaining a
judgment in each new State is so lengthy that relocation occurs
before collection. The new State will, of course, need to establish its
own order for collection and often waives prior arrearages. This
has proven to be an effective method for the delinquent parent to
avoid paying support.

Two. In another case familiar to our group, the custodial parent
has attempted collection from a self-employed former spouse.
Wages cannot be attached and true income cannot be proven. She
has withdrawn from the child support system because it does not
adequately address these problems. She is now grateful for the
small amounts of support which are sporadically, and very sporadi-
cally, sent directly to her. She, as most custodial parents, makes no
attempt to budget in her child support payments. She receives each
-payment as a 'bonus." We're all in that position. We get a pay-
ment and it's whoopee. You can pay your back bills.

Three. Since 1979, the custodial parent of three children has
been actively pursuing her case within the URESA system. She has
received three payments to date. She holds five support orders, has
had thousands of dollars in arrearages "held in abeyance," and has
had the original support order reduced from- $650 per month for
three chldren to $400 per month for three children to $300 per
month for three children. To date she has employed the interven-
tion of two Members of Congress and the gratis intervention of two
private attorneys. As stated, her three children have received three
payments in 4 years.

These cases illustrate the inability of the current system to deal
effectively with specific problems: the self-employed noncustodial
parent, the actual collection of support orders, and the State hop-
ping delinquent parent. Most custodial parents cannot afford pri-
vate attorneys. They must depend on the child support system to
obtain their payments. Pursuit of their cases within the system be-
comes frustrating and time consuming. With support officers han-
dling at the very least -600 to 800 cases each, and with the over-
crowded court dockets, it is no wonder that these cases become a
lengthy and an often fruitless pursuit. It's also no wonder that
many parents are forced to drop out of the system in despair.
These families are no longer even a part of the national statistics
on delinquent child support. There are large "cracks" in the
present system, Senators, and unfortunately children are the ones
falling down the cracks.

At this point Gerald Cannizzaro will present for your attention
what we in FOCUS believe would be helpful in strengthening the
collection of child support payments. Thank you.

Senator DURENBERGER. Thank you, Mr. Cannizzaro.

STATEMENT OF GERALD A. CANNIZZARO, COFOUNDER AND VICE
PRESIDENT, FOR OUR CHILDRENS' UNPAID SUPPORT (FOCUS),
VIENNA, VA.
Mr. CANNIZZARO. Good afternoon, Mr. Chairman. I am cofounder

of FOCUS and a financial analyst and advisor by profession. As
Ms. Welsh has previously stated, we believe the Child Support En-
forcement Act is a very positive step in strengthening the effective-
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ness of our national child support collection efforts. However, the
experience of our members has shown us that many State jurisdic-
tions do not always cooperate among themselves in collecting or en-
forcing child support awards. We have found that a lack of uni-
formity in State laws and courts lends itself to various interpreta-
tions of a child's basic rights and needs. Therefore, in many in-
stances it is most difficult, if not impossible, for a spouse to collect
child support payments when the nonpaying spouse moves from
State to State. The act, as now written, will be most beneficial to
those child support collection efforts based within an individual
State. However, it will not solve the collection problems of thou-
sands of spouses whose partners willingly move from State to State
avoiding their child support obligations. In addition, if spouses who
are collecting child support with the assistance of a State agency
move to another State, they create a nightmare of problems. Their
new State of residency may delay or reduce their child support
payment due to different child support laws or in their collection
agency's effectiveness and procedures.

FOCUS believes that the only way to resolve the frustrating
problems caused by interstate noncollection and noncooperation
and legal differences is to make it a Federal offense to willingly not
pay or avoid basic child support payments. Making child support a
Federal offense would greatly help to eliminate the millions of dol-

-lars of lost support payments and subsequent Federal assistance
money that now escapes interstate collection loopholes.

Therefore, we urge the following recommendations be adopted as
part of the Child Support Enforcement Act you are considering
here today.

One. Establish a minimum child subsistence payment level
which must be paid to every custodial spouse for each dependent
child regardless of parental, welfare, or residency status. This pay-
ment should be an amount adequate to supply the dependent child
with his basic needs, that is, adequate food, clothing, education,
and medical aid. The creation of such a payment level would act as
a floor for the State courts to award and defend minimum child
support payments. We further recommend that this child subsist-
ence payment should be indexed on an annual basis according to
the changes in the National Consumer Price Index. We believe the
Federal Government now has the adequate statistical resources
and personnel to establish this minimum subsistence payment.

Two. As previously stated, we believe that the Federal Govern-
ment should make it a national offense to deliberately avoid paying
child support. This offense should be punishable by a substantial
fine, levied, and enforced by the Federal courts and revenue collec-
tion agencies. It is FOCUS' belief that the creation of a Federal
fine will be greatly instrumental in motivating those chronic non-
payers to recognize their parental responsibility.

Three. We believe the Federal Government should offer its as-
sistance and resources in helping State jurisdictions to attach both
wages and property by honoring their valid support orders. This
Federal assistance would greatly help the State agencies in collect-
ing child support payments from nonpaying spouses who hop from
State to State to avoid their parental obligations. In addition, the
use of Federal resources coupled with a Federal fine would make it
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more difficult for those nonpaying self-employed spouses to avoid
their support responsibilities.

We understand that there will be expenses incurred by the Fed-
eral Government in providing our recommended assistance. Howev-
er, they would be more than offset by reductions in the amount of
Federal assistance payments now made to nonsupport receiving
spouses. If the Federal Government does seek direct reimburse-
ment for its services we urge that the nonpaying spouse be charged
and not the child supporting one. The burdens and frustrations, re-
sponsible spouses now endure in trying to raise their children with
their own resources is ample reimbursement for any Federal assist-
ance.

In conclusion, we ask the Federal Government to enforce the
payment of child support awards as aggressively as private indus-
try pursues delinquent financial obligations for automobiles,
homes, and credit cards. The child support collection industry
cannot remain a vehicle for employing people who only comfort
those in misery. It must be an industry which becomes effective in
entering and ending the poverty and uncertainty now facing re-
sponsible spouses and their dependent children. In behalf of the
millions of children who are not receiving support payments, we
ask you adopt the recommendations we have made here today.
Thank you.

Senator DURENBERGER. And we thank you for your testimony.
Our next witness is Ruth Murphy, who is accompanied by Sherri
Doyle and testifying on behalf of the Organization for Enforcement
of Child Support.

Ms. Murphy.
[The prepared statement of Ms. Welsh and Mr. Cannizzaro fol-

lows:]
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STATEMENT OF BETriANNE WELCH AND GERALD CANNIZZARO ON'REHALF OF FOR OUR
CHILDRENS UNPAID SUPPORT (FOCUS)

Senator Dole, members of the Finance Committee, I am

Bettianne Welch, President and Co-Founder of F.O.C.U.S., For

Our Children's Unpaid Support. My colleague is Gerald

Cannizzaro, Vice President and Co-Founder. We are a citizen

advocacy group, founded in July 1981, in Virginia. I am

currently an Advisory Member of the Interstate Child Support

Enforcement Study, being conducted by the Center for Human

Studies, under a grant from the Social Security Administra-

tion. FOCUS appreciates this opportunity to appear today in

regard to the Child Support Improvement Act of 1983.

F.O.C.U.S. is founded on the premise that all children

are entitled to the financial support necessary to meet their

basic-needs. This support is the moral and legal

responsibility of both parents.

As you are aware, an alarming number of parents choose

not to honor this responsibility. Instead of two parents

providing suuport, the custodial parent is carrying the entire

burden. Most often, the custodial parent is making the lesser

salary, and the burden becomes unmanageable. At this point

outside assistance must be sought, in the form of food stamps,

subsidized housing, aid to dependent children and student aid

for education. The taxpayer, in fact, picks up the burden of

the parent who is delinquent in the support of its child.

We endorse any measures that will establish an improved

national system of monitoring and collecting child support,
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We in F.O.C.U.S. are personally aware of the weaknesses

in the present system of enforcement and collection of

child support. The statistics that are being presented to your

Committee overwhelmingly illustrate that unpaid child support

is a problem of a national magnitude. Statistics often do not

show us where the problems lie; only that they exist. Our

personal experiences with child support collection may be

helpful to you. For illustration, I will present, in brief

sketches, three real cases.

(1) A custodial parent has experienced the phenomenon

known to those of us "in the trenches" as "state-hopping." She

has attempted collection of child support in five states in six

years, with very little success. The procedure for obtaining a

judgement in each new state is so lengthy that relocation

occurs before collection. The new state will, of course, need

to establish its own order for collection, and often waives

prior arrearages. This has proven to be an effective method

for the delinquent parent to avoid paying support.

(2) In another case familiar to our group, the

custodial parent has attempted collection from a self-employed

former spouse. Wages cannot be attached and true income cannot

be proven. She has withdrawn from the child support system

because it does not adequately address these problems. She is

now grateful for the small amounts of support which are

sporadically sent directly to her. She, as most custodial
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parents, makes no attempt to "budget in" her child support

payments as a regular source of income. She receives each

payment as a "bonus."

(3) Since 1979, the custodial parent of three children

has been actively pursuing her case within the URESA system.

She has received three payments to date. She holds five

support orders, has had thousands of dollars in arrearages

"held in abeyance," and has had the original support award

reduced from $650 per month for three-children to $400 per

month to $300 per month. To date she has employed the

intervention of two members of Congress, and the gratis

intervention of two private attorneys. As stated, here three

children have received three payments in four years.

These cases illustrates the inability of the current

system to deal effectively with specific problems:

self-employed non-custodial parents; the actual collection of

Support Orders; and the "state-hopping" delinquent parent.

Most custodial parents cannot afford private attorneys; they

must depend on the Child Support System to obtain their

payments. The pursuit of their cases within the system becomes

frustrating and time consuming. With support officers handling

600-800 cases, and with the overcrowded court dockets, it is no

wonder that these cases become a lengthy and often fruitless

pursuit. It is also no wonder that many parents are forced to



245

drop out of the system in despair. These families are no

longer even a part of the national statistics on delinquent

child-support. These are large "cracks" in the present

system. Unfortunately, children are the ones falling down the

"cracks."

At this point, Gerald Cannizzaro will present, for your

attention, what F.O.C.U.S. believes would be helpful in

strengthening the collection of child-support payments.

Good afternoon, Senator Dole and members of the Finance

Committee. My name, is Gerald Cannizzaro. I am co-founder of

F.O.C.U.S. and a financial analyst and advisor by profession.

As Ms. Welch has previously stated we believe the Child Support

Enforcement Act (Act) is a very positive step in strengthening

the effectiveness of our national child support collection

efforts. However, the experience of our members has shown us

that many state jurisdictions do not always cooperate among

themselves in collecting or enforcing child support awards. We

have found that a lack of uniformity in state laws and courts

lends itself to various interpretations of a child's basic

rights and needs. Therefore, in many instances it is most

difficult, if not impossible, for a spouse to collect child

support payments when the non-paying spouse moves from state to

state. The Act, as now written, will be most beneficial to

those child support collections effort based within an

individual state. However, it will not solve the collection
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problems of thousands of spouses whose partners willingly move

from state to state avoiding their child support obligations.

In addition, if spouses who are collecting child support with

the assistance of a state agency move to another state they

create a nightmare of problems. Their new state of residency

may delay or reduce their child support payments due to

differences in its child support laws or in their collection

agency's effectiveness and procedures.

F.O.C.U.S. believes that the only way to resolve the

frustrating problems caused by interstate non-cooperation and

legal differences is to make it a federal offense to willingly

not pay or avoid basic child support payments. Making child

support a federal offense would greatly help to eliminate the
/

millions of dollars of lost M port payments and, subsequent

federal assistance money, that now escapes interstate

collection loopholes.

Therefore, we urge the following recommendations be

adopted as part of the Child Support Enforcement Act you are

considering here today:

1. Establish a minimum Child Pubsistence Payment level

which must be paid to every custodial spouse for each dependent

child regardless of parental, welfare or residency status.

This payment should be an amount adequate to supply the

dependent child with its basic needs (i.e., adequate food,

clothing, education and medical aid, etc.) The creation of
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such a payment level would act as a floor for state courts to

award and defend minimum child support payments. We further

recommend that this Child Subsistence Payment should be indexied

on an annual basis according to the changes in the National

Consumer Price Index. We believe the federal government now

has the adequate statistical resources and personnel to

establish this minimum subsistance payment.

2. As previously stated, we believe that the federal

government should make it an national offense to deliberately

avoid paying child support. This offense should be punishable

by a substantial fine, levied and enforced by the federal

courts and revenue collection agencies. It is F.O.C.U.S.'

belief that the creation of a federal fine will be greatly

instrumental in motivating those cronic non-payers to recognize

their parental responsibility.

3. We believe the federal government should offer its

assistance and resources in helping state jurisdictions to

attach both wages and property by honoring their valid support

orders. This federal assistance would greatly help the state

agencies in collecting child support payments due from

non-paying spouses who hop from state to state to avoid their

parental obligations. In addition, the use of federal

resources coupled with a federal fine would make it more

difficult for those non-paying "self-employed" spouses to avoid

their support responsibilities.
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We understand that there will be expenses incurred by

the federa l government in providing our recommended

assistance. However, they would be more than offset by

reductions in the amount of federal assistance payments now

being paid to non-support receiving spouses. If the federal

government does seek direct reimbursement for its services we

urge that the non-paying spouse be charged and not the child

supporting one. The burdens and frustration, responsible

spouses now endure in trying to raise their children with their

own resources is ample reimbursement for any federal

assistance.

In conclusion, we ask the federal government to enforce

the payment of child support awards as aggressively as private

industry pursues delinquent financial obligations for

automobiles, homes and credit cards. The child support

collection industry cannot remain a vehicle for employing

people who only confort those in misery. It must be an

industry which becomes effective in ending the poverty and

uncertainty now facing responsible spouses and their dependent

children. In behalf of the millions of children who are not

receiving support payments, we ask you adopt the

recommendations we have made today.
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STATEMENT OF RUTH E. MURPHY,- COORDINATOR, ORGANIZA-
TION FOR ENFORCEMENT OF CHILD SUPPORT, WASHINGTON,
D.C.
Ms. MURPHY. Good afternoon. I'm here with my oldest daughter,

Sherri, on behalf of the Organization for the Enforcement of Child
Support. I have been asked to present my own personal case histo-
ry which exemplifies some of the inequities of our present child
support enforcement system. I am the mother of three children
ages 9, 14, and 17, who do not receive child support. Their father
refuses to pay. He has made only one voluntary payment in the
past 2 years, and his total monthly obligation for three children is
$300.

In 1979 the arrearages amounted to $1,800. I retained an attor-
ney and his fee was paid out of the support that we collected. In
1980, I remarried. Contrary to public belief, a change in marital
status does not affect child support obligations of either parent. My
ex-husband who was an employee of the U.S. Army Corps of Engi-
neers transferred to Saudi Arabia in 1980. He had a considerable
increase in his salary. For the first time since 1977, I received full
child support payments for 6 months. He returned to the United
States in 1981 and he stopped his voluntary child support allot-
ment. Because we were living in separate States, I was advised by
the court to file a URISA petition. After 5 months of letters and
phone calls to the court in charge and also the Governor, my case
was finally docketed. The cause of the long delay, my husband had
been able to move across the county line into another jurisdiction
and the case was dismissed. I was told to start all over again.

I tried all the traditional resources, but no one could assure me
of receiving any child support. I could not afford to retain an attor-
ney, so I decided to pursue my case without legal representation.
But first I had to locate him. The Corps of Engineers advised me
they did not have a home address in their personnel file. The State
Parent Locator Service was able to obtain the information in 3
days. Like so many child support evaders, he had money to retain
an attorney but no money to pay his child support.

A judgment was granted for $3,700 and was collected through
garnishment of his wages. In September 1982, my ex-husband peti-
tioned to have child support reduced from $300 to $100 a month for
three children. This equates to $1.15 a day per child. The judge re-
duced it to $250 and gave him 22 months to pay arrearages
amounting to $1,100. My ex-husband disagreed with this and ap-
pealed it to a higher court. The appealed court judge upheld the
original amount of $300. Additional judgments and garnishments
resulted in only partial success. Our success is limited from check
to check. To further strengthen his refusal to pay child support, he
quit his Federal job of 16 years and moved to another State. Gar-
nishment had been filed against his Federal retirement. History is
now repeating itself. No child support-for almost a year, arrearages
of over $3,000, escape to still another State, no current address or
employment information. And on March 24 of this year the court
received threats to my life from my ex-husband trying to get me to
drop my child support case.
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There are many issues proposed in the Economic Equity Act that
may have prevented my case from continuing in this direction. A
child support clearinghouse could provide locating information
through utilization of a credit bureau databank and provide a self-
starting collection mechanism. Liens against property and estates
could be utilized in collection. Standard guidelines for determina-
tion of fair child support amounts in accordance with the parent's
earning capability. Tax refund offsets are another valuable mecha-
nism. Requirements for security or recognizance bond would pro-
vide a dependable resource to compensate for nonpayment. The
most important issue that would have prevented this problem is a
Federal mandatory wage assignment.

Important areas that have not been addressed are stricter en-
forcement and more uniformity of the existing laws, and improved
reciprocity in interstate cases. Grass roots organizations such as
KINDER, FOCUS, and OECS were formed by parents who realize
the immediate need for better legislation to end this problem that
has reached epidemic proportions.

Present legislation is about 20 years behind time. OECS is a peer
support group that focuses on improved legislation, increased
public awareness and self-education. An indepth study prepared by
OECS along with supporting case histories will-be submitted at a
later date for your review and consideration. Although a child sup-
port order is a legally binding contract, it does not receive the
same degree of enforcement afforded to a common traffic ticket.

As Regional Coordinator of the Organization for the Enforcement
of Child Support, I encourage the passage of this Economic Equity
Act. Let us put an end to this national disgrace. Thank you.

[The prepared statement of Ms. Murphy follows:]
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RIMT! E. 'IURP1Y

REGIONAL CORONATOR,
ORGANIZATION FOR 1TIE ENFORC.'MIENT OF CHILD SUPPORT

I wish to thank the Committee for allowing me to present testimony

regarding Child Support Enforcement. Speaking from a personal viewpoint,

I have experienced many of the inequities that exist. Because of the

complexities it is difficult to adequately address every problem, but I

will attempt to give you an idea of what one can realistically expect

\,when trying to have a child support order enforced.

After several years of counseling, my first marriage ended in divorce

in 1977. My former husband could not cope with the divorce and separation

from family life. lie, therefore, resorted to withholding child support in

an attempt to force me into remarriage with him. When this failed he began

other forms of harassment, first directly to me, and then through my three

children. Withholding of child support payments continued to he a major

weapon.

Many times my financial situation worsened to the point where I had

to depend on assistance from my family and friends. !1y salary of $10,500.00

excluded me from any help through Legal Aid or Welfare, and I was advised to

retain an attorney. Since I had very little savings, the only other anticipated

money would be their child support, if collected. I experienced guilt feelings

about the use of my children's money to prod the Court into enforcing a child

support order. At that time I believed that I had no other choice and retained

an attorney, whose fee amounted to 1/3 of the child support collected. This

was the beginning of many child support actions. It dawned on me that a

pattern had begun that would continue for the next twelve years - tntil the

youngest child came of age.

25-711 0 - 83 - 17
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During the next two years, along with sporadic partial payments, thero

were many lean months where nothing was received. I felt hopeless dealing

with an inept system such as we have. I was determined that I would not bi

driven to the Welfare roles, even if I had to work at two Jobs. During this

time my former husband persisted to harrass the family in many ways. As

frustrated as I was, I continued to encourage him to visit his children. He

preferred not to exercise his visitation rights on a regular basis, and there-

fore only widened the gap between him and his children.

In 1980 1 entered into marriage with a man who has three children. We

faced an extremely difficult financial situation with the responsibility of

supporting my three children, his three children, ourselves, and an ex-wife,

but we were determined that we could do it. There was always the possibility

that some day the child support would be forthcoming. The failure of second

marriages is often attributed to this type of financial stress. It wa-s quite

evident that with our financial outlay of totally supporting nine individuals,

I could no longer allow the system to continue in the negligent way as it had

for the past four years. There had to be a way to make the system work for my

children.

There were many obstacles to overcome. I first wasted five months

attempting an interstate action through URESA. During this time I was told

by the State of Georgia that because my case was not a "new" case it did not

deserve inediate docketing and, as a result of the delay, my 4ormer husband

was able to move across county lines. This caused him to be removed from that

jurisdiction and the case was dismissed. I was then advised to begin Ill

over-again, At this time arrearages had mounted to $3,700.00. Ile had made no

attempt to pay child support for a year.
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I was further discouraged by court personnel in attempts to deviate

from the established LURSA process. One visit to an attorney only reinforced

my decision to proceed on my own. Because of my complex situation, I was told

I could not expect the first hearing in less than six months. I first had to

obtain my ex-husband's home address to begin any legal process. The personnel

office of the U. S. Army Corps of Engineers, Savannah District advised they

did not have a home address on file. I was forced by this negative response

from a Federal Agency to file for parent locator services through the State.

If I had not had an established case, a fee of $43.50 would have been charged

for this service provided to Non-AFDC cases under the IV-D program. After

locating my former husband, the first hearing was scheduled only two months

after an attorney had advised that it would take at least six months.

With moral support from my children and my husband, I began to pursue

the available avenues for self-education. t1any hours were spent researching

law books, writing and contacting agencies and organizations involved in

child support enforcement.

With the permission of the Court, I proceeded to represent myself

successfully at seven hearings in as many months. My former husband, on the

other hand, could avail himself of the luxury of professional legal counsel.

During the following months a petition was filed by my former husband

to reduce child support payments from $300.00 to $100.00 per month for three

children. The Court, in its infinite wisdom, reduced the child support to

$250.00 per month and gave him twenty-two months to pay arrearages totalling

S1,100.00. This decision was not acceptable to him, and he appealed to a
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higher court. At the appeal hearing it was disclosed that my former husband

had incurred legal fees of over $4,000.00 fighting an annual child support

obligation of $3,600.00. It was clear that his reasons for not paying child

support were not solely financial, but for other reasons as well.

My success was limited in collecting only a portion of the past-due

arrears through agarnishment process. To avoid meeting his child support

obligations which now include over $3,000.00 in arrears, my former husband

quit his federal job of sixteen years and moved to another state. Now I am

faced with a new challenge - a challenge that would not exist if it were not

for the lack of importance placed on child support enforcement.

Although child support orders are legally binding contracts, they all

too often receiNve less judicial enforcement than that afforded other civil

debts, or for that matter, minor traffic violations. This lack of enforcement

of child support orders, as exemplified by my own personal case, should not be

allowed to continue. You now have the opportunity to help end this national

disgrace by the enactment of-the Economic Equity Act. I strongly urge you

to vote for its passage.
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Senator PACKWOOD. Thank you very much. I might say to the
next panel, after we finish with Ann Kolker, we can let Senator
Domenici testify. He was due here this morning, but he was trying
to work out the final provisions of the House-Senate Conference on
the Budget, so I will slip him in after we are done with this panel.

Ms. Kolker.

STATEMENT OF ANN KOLKER, POLICY ANALYST, NATIONAL
. WOMEN'S LAW CENTER, WASHINGTON, D.C.

Ms. KOLKER. Thank you very much. I am pleased to be here
today to offer our support for the Economic Equity Act and to dis-
cuss child support enforcement.

As members of the Committee well know, a Child Support En-
forcement Program has been in effect since 1975. You ve heard
about the programs that exist in each State. The National Office of
Child Support Enforcement points to the growing total of collec-
tions, nearly $1.8 billion in 1982, as evidence of the success of the
program. There are others, including our organization, who believe
that there is great room for improvement, and are pleased to see
that many of the deficiencies of the current program have been ad-
dressed by title V of the EEA.

It's altogether fitting that the provisions to improve child sup-
port enforcement are part of the EEA. When one compares the sta-
tistics on the economic burdens experienced by single female
headed households with statistics on collections of child support
payments, it's clear that the inadequacy of child support payments
contributes to the low-income levels of so many female headed
households.

A couple of facts just to give the problem a framework:
More than one-third of the households maintained by women live

in poverty and over one-half of all children in poverty live in
female headed households.

Divorce has contributed to the rise in single parent families, and
the Census Bureau predicts that only one-half of all children born
this year will spend their entire childhood living with both natural
parents. Divorce can alter a woman's economic status overnight.
One recent study found that a year after divorce, the wife's income
dropped by 73 percent while the husband's rose by 42 percent. Con-
sider these unsettling facts about child support collections:

According to the Census Bureau only 35 percent of the 7.1 mil-
lion women bringing up children from an absent father received
any child support payment in 1978, and only 24 percent received
full payment. Stated another way, 65 percent, that's nearly two-
thirds of the women with children from an absent father were rais-
ing their children without any financial assistance from the absent
parent. The figures speak for themselves and make a compelling
case for the need to strengthen child support enforcement laws.

The scope of the child support enforcement problem makes it im-
portant that State child support enforcement offices handle cases
of all families, not just those whose children are receiving public
assistance. Therefore we are pleased to see that the new bill contin-
ues the current requirement that States serve all families seeking
assistance.
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Title V of the EEA, by requiring improvements in state collec-
tions that will benefit nonAFDC as well as AFDC families is a sig-
nificant step forward for all families in need of prompt, -regular
and adequate child support from absent parents.

We support the provisions of the legislation expanding the
income tax refund intercept. We are concerned, however, about the
bill's provision permitting the IRS to charge a fee for the costs in-
volved, particularly because the act already authorizes States to
assess fees for serving nonAFDC families. This is a heavy dose of
fees and could substantially cut into payments that women expect
to receive.

The heart of title V is the requirement that States establish a
clearinghouse to collect and disburse support payments, monitor
the timeliness of payments, and trigger enforcement mechanisms if
arrearages develop. We are pleased that all States will be required
to establish a kind of enforcement program whose effectiveness has
already been proven in several States.

The important aspect of the clearinghouse approach is that it
permits separating and divorcing parents to remove the issue of
child support payments from any emotional tumult between the
parents. The absent parent makes his or her payment directly into
the clearinghouse and more importantly, if the payment is not
forthcoming, the clearinghouse notes the deficiency and initiates
action, relieving the parent to whom the obligation is owed of
hiring a lawyer to enforce the order.

Another important feature of the clearinghouse is that it will
help to ameliorate the problem of arrearages which often build up
to the point where even the most vigorous efforts cannot recover
the full amount of support owed.

On the critical issue of enforcement, we think there is a need to
clarify that arrearages confirmed by the clearinghouse should
result in timely enforcement actions. We strongly support the re-
quirement that automatic enforcement mechanisms be triggered
when arrearages are noted, and recommend that the legislative
history should be written to reflect prompt enforcement action
such as mandatory wage assignment, will occur automatically.

We support the sections of the bill which require States to
strengthen their own laws; that is, implementing mandatory wage
withholding laws when arrearages occur, providing procedures for
the imposition of liens against property for past due support, and
for States with an income tax to offer an income tax refund inter-
cept.

I'd like to just conclude by drawing your attention to two mat-
ters. We do have some problems with the issue of administrative
and quasi-judicial agencies establishing support. We believe that is
a matter that should more properly be handled by the courts. We
also recommend that there be a provision in the bill on the issue of
paternity which would make the right to sue and establish paterni-
ty the same for illegitimate as well as legitimate children.

In conclusion, we think that the scope of the problem necessi-
tates a national commitment to the strengthening of child support
enforcement.

[The prepared statement of Ms. Kolker follows:]
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STATEMENT OF ANN KOLKER, ON BEHALF OF THE NATIONAL WOMEN'S LAW CENTER

Good morning, Senator Dole and other members of the Finance

Committee. My name is Ann Kolker and I am a policy analyst with

the National Women's Law Center. The Center has worked

extensively on women's issues over the past ten years. Our work

on problems faced by low income women, especially AFDC and child

care issues, has brought us before this Committee before. We are

pleased to be here today to offer our support for the Economic

Equity Act, and to discuss in particular Title V -- Child Support

Enforcement.

As members of this Committee well know, a Child Support

Enforcement Program has been in effect since 1975, when Congress

-- with strong impetus from this Committee -- passed the Child

Support Enforcement Program as a new Part D of Title IV of the

Social Security Act. Each state has set up a child support

enforcement office, known as the IV-D office. Collection efforts
-J

on behalf of families owed support payments are currently being

made in every state. While the National Office of Child Support

Enforcement points to the growing total of collections -- nearly

1.8 billion dollars in 1982 -- as evidence of the success of the

program, there are others -- including the Center and the

sponsors of the EEA -- who believe that there is great room for

improvement. We are pleased to see that many of the deficiencies

of the current program have been addressed by Title V of the EEA

and are here today to share with the Committee our views on this

measure.
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It is altogether fitting that provisions to improve child

support enforcement are part of the Economic Equity Act. For

when one compares the statistics on the economic burdens

experienced by single female headed households with statistics on

collections of child support payments, it is clear that the

inadequacy of child support payments contributes to the low

income levels of so many female headed households.

Consider these facts about households maintained by women:

o There were 6.8 million single parent families in the U.S.

in 1982, 22% of all families. Women head 90% of these

families.

o More than one-third of the households maintained by women

live in poverty, and over one-half of all children in

poverty live in female headed households.

o The National Advisory Council on Economic Opportunity

estimates..that if the current growth of female headed

households in poverty continues, by the year 2000 women and

children will make up 100% of the country's poor.

o One-third of the single adult female headed families

depended on AFDC in 1980.

o Divorce has contributed to the rise in single parent

families. Every year there are almost half as many divorces

as marriages -- about 1.2 million. The Census Bureau

predicts that only half of all children born this year will

spend their entire childhood living with both natural

parents.
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o Divorce can alter a woman's economic status overnight.

Since the mother becomes the custodial. parent in most cases,

her lower earning capacity, coupled with the expenses of

raising a child, means she will suffer a steep decline in

income. One study (from California) found that a year after

divorce, the wife's income dropped by 73% while the

husband's rose by 42%.

And consider these unsettling facts about child support:

o Only 35% of the 7.1 million women bringing up children

from an absent father received any child support payment in

1978, and only 24% received full payment.

o Stated another way, 65% of the women with children From

an absent father were raising their children without any

financial assistance from the absent father.

o Only 60% of the women bringing up children from an absent

parent have an award for child support.

o Thousands of women with awards report receiving only

partial and erratic payments. One recent survey indicated

that fewer than 10% of the individuals with child support

obligations are in voluntary compliance several months after

the support is ordered.

These figures speak for themselves. They make a compelling

case for the need to strengthen the child support enforcement

laws, so that parents can achieve for their children the economic

security that the children are entitled to. While ability to pay

may have some impact on the receipt of support payments, the fact
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that nearly two-thirds of the women bringing up children from an

absent father do not receive any financial support makes passage

of Title V of the Economic Equity Act absolutely vxtal.

The scope of the child support enforcement problem makes it

important that state child support enforcement offices handle

cases of all families -- not Just those whose children are

receiving public assistance. Therefore, we are pleased to see

that the new bill continues the current requirement that states

serve all families seeking assistance in enforcing child support.

Despite the current law requirement, many states have in

fact limited their enforcement to families receiving AFDC.

Because collections for AFDC families are simply used to offset a

family's welfare grant, the current child support enforcement

program offers more fiscal relief to state budgets than

assistance to needy children. The National Council of State Child

Support Enforcement Administrators, in their February, 1983

report, acknowledges that states are strongly encouraged to

emphasize collections for families on AFDC to the exclusion of

other eligible families. Additionally, many women across the

country seeking help from the child support enforcement office

within their state report frustration in obtaining agency

cooperation if they are not welfare cases. Non-enforcement for

non-AFDC, families is a problem of significant proportions.

Moreover, the Administration, by proposing a restructuring of the

federal reimbursement formula has sent a clear signal that AFDC

collections should be the sole priority. In contrast, Title V of

the EEA, by requiring improvements in state collections that will
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benefit non-AFDC as well as AFDr( families, is a significant step

forward for all families in need of prompt, regular, and adequate

child support from absent parents.

In recognition of the importance of serving all families

with child support enforcement problems, the purpose clause of

the bill has been amended to restate that the program must serve

all children. We applaud the objective here, but note that the

new clarifying purpose language merely restates rather than

revises the intent of existing law.

The Center suggests one minor change in the language of the

amendment to the purpose clause to ensure that all children are

served. This clause reads, "The purpose of the program

-authorized by this part is to assure compliance with obligations

to pay child support to each child in the United States living

with one parent." The phrase "living with one parent" may

exclude children owed support living with grandparents or other

relatives. Hence, we suggest that the phrase "living with one

parent" be deleted. This change will clarify that every child

owed support is entitled to collect it through the program.

The Act now covers collections of child and spousal support

for individuals with whom a child is living. We believe it should

be expanded to include individuals without dependent children who

are seeking alimony or spousal support. Few women are awarded

alimony, and those who are are usually individuals with severe

need. These women are often disabled or have been out of the

labor force a very long time and have no way of obtaining

financial independence. Yet the financial security that alimony
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provides them is every bit as critical to their economic

stability as child and spousal support is to women with dependent

children and they, too, are entitled to the assistance of the

state IV-D offii-e.

We also support the provisions of the legislation expanding

the income tax refund intercept. In 1981., Congress amended the

Child Support Enforcement Program to permit the Internal. T1evenue

Service to-deduct past due child support owed to families

receiving public assistance from income tax refunds of absent

parents. Section 502(a)(b)(c) expands the IRS authority to

deduct past due support payments from the re .fnds of all absent

parents, even those whose children are not on APDC.. We are

concerned, however, about the bill's provision permitting the IRS

to charge a fee for the costs involved, particularly because the

Act already authorizes states to assess fees for serving non-AFDC

families. This is a heavy dose of fees and could substantially

cut into payments that women expect to receive. To the extent

that a provision for a fee is included, we urge that the

legislative history reflect that the fee be reasonable and that

adequate guidelines to ensure proper notice to the parent owinq

support are developed.

The heart of Title V is the requirement that states

establish a clearinghouse or comparable procedure to collect and

disburse support payments, to monitor the timeliness of payments,

and to trigger enforcement mechanisms if arrearages develop.

This clearinghouse appears to be modeled on successful state

programs. We are pleased that all states will be required to
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establish the kind of enforcement program whose effectiveness has

already been proven.

The important aspect of the "clearinghouse" approach is that

it permits separating and divorcing parents to remove the issue

of child support payments from any emotional tumult between the

parents. The clearinghouse provides a kind of-neutral mechanism

to collect and disburse payments, and thus Insulates the

obligations owed the child from the discord that the parents are

experiencing. The absent parent makes his-or her payment

directly to the clearinghouse, and, more importantly, if a

payment is not forthcoming, the clearinghouse notes the

deficiency and initiates action, relieving the parent to whom the

obligation is owed of hiring a lawyer to enforce the order.

Because complete and timely support payments are so vital to a

child's well being, the establishment of a child support

clearinghouse in every state is important to ensure that complete

and regular payments are received by every family owed child

support.

Another important feature of the clearinghouse is that it

will help to ameliorate the problem of arrearages which often

build up to the point where even the most vigorous efforts cannot

recover the full amount of support owed. A carefully set up

computerized monitoringqsystem will track all payments received,

will be programmed to flag delinquencies immediately, and trigger

some kind of enforcement mechanism. Prompt action must occur.

This will prevent the accumulation of past due support which

plagues so many families and puts such a strain on the

enforcement efforts-of the IV-D offices now.
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On the critical issue of enforcement, we think there Is a

need to clarify that arrearages confirmed by the clearinghouse

should result in timely enforcement actions, Both the language

of S503(a)(10) (D) and the legislative history should be written

to reflect that prompt enforcement actions such as mandatory wage

assignments must be triggered when delinquencies of two months

occur.

Section 504(a) of the Act spells out procedures which states

must develop in order to improve collection efforts. The

provisions set forth in this section are generally sound, though

we are not clear what criteria were used in making some of the

procedures mandatory and others optional. Careful consideration

should be given by the Committee to ensure that the most needed

of these procedures are the ones that are made mandatory.

Sections 504(a) (21),(22) & (23) are essential for the

strengthening of enforcement efforts. They would require states

to: implement mandatory wage withholding laws when arreages of

two months or more occur; provide procedures for imposing liens

against property for past due support; and, for states with a

state income tax, require that a refund intercept be authorized

to collect past due support obligations. One minor concern on

(21), the mandatory withholding provision, is that the measure as

currently drafted requires "mandatory withholding and payment of

past-due support. . .from wages." We believe that "wages" is too

narrow a term and that the language should be clarified to ensure

that consulting fees, monies earned by the self-employed, etc.

would definitely be Included.
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Section 504(a)(20) requires states to seek medical support

from absent parents for children for whom it is seekinq financial

support. The thrust of this provision is undoubtedly a good

one. However, we can envision a situation in which a custodial

parent has excellent employer provided health insurance coverage,

and might prefer a larger support award to medical coverage.

Thus, the statute should require that states have the authority

to seek medical support from the absent parent in the appropriate

situation, but not that they be obligated to do so in all cases.

Section 504(a)(24) which requires states to provide

quasijudicial or administrative procedures in the establishment,

modification and collection of support obligations and in the

establishment of paternity is problematic. There is no doubt

that an administrative or quasLiudicial procedure is usually

speedier than a judicial proceeding and therefore expedites the

whole process for individuals seeking support payments. In this

sense, administrative and quasijudical procedures are-

beneficial. On the other hand, removing the establishment of

paternity and support obligations from the courts and turning

over these important matters to an administrative body may not be

a good idea. First, there may be state constitutional.

problems. Second, these agencies may lack the requisite

experience to do the job adequately. Indeed, such a procedure

has resulted in disparities in support awards between those

established by administrative and quasijudicial bodies and those

established by the courts. Hence the language should be changed

to clarify that the administrative body is not authorized to

assist in the "establishment" part of the collection effort.
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Finally, we have some questions about the last provision,

504(a)(25)(E), which would require the states to use "an

objective standard to guide the establishment and modification of

support obligations, by measuring the amount of support needed

and the abilty of an absent parent to pay such support, such that

comparable amounts of support are awarded in similar

situations." We recognize that there is an enormous variation in

the awards which similarly situated people receive -- even In the

same jurisdictions -- and we applaud the intent of the drafters

in attempting to rectify these disparities. "Comparable -amounts

in similar situations" is an important and admirable objective.

However, research indicates that there are several approaches

used to guide courts in the setting of awards. A commonly used

method is to base the award level on the needs of the child. A

problem with this method is that it results in a dramatic decline

in the standard of living for the children and mother while the

father enjoys an increase in his living standard. A better

approach recognizes that if there is a reduction in income

because two households must now live on the funds previously

available to one household, there should be an equal sharing of

available resources. This approach is generally more equitable

for women.

What is important for the purpose of this bill, however, Is

that improving criteria for support: awards is just getting under

way.. As a result, we think that it: is premature to require the

use of objective standards. The Center recommends that the

legislation reflect the importance of developing objective
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standards and that provision be made for a study to come up with

guidelines that could be adopted in the future.

There are two further problems with child support

enforcement that are not addressed in the Economic Equity Act.

First, as has been previously pointed out, when support is

collected for AFDC families, the payment goes to the state

welfare office and simply offsets the family's public assistance

grant. The main beneficiary of the collection is the state,

unless the support collected is greater than the welfare

standard. Therefore the family receives no real monetary benefit

-from the collection. Moreover, if the family is rendered

ineligible for AFDC, they may lose Medicaid eligibility as well,

although the support award is insufficient to cover their medical.

costs. Several options are available to increase the monetary

benefit of support collections for AFDC families. A disregard of

part of the award could be provided. This was done when the

child support enforcement program was originally enacted, as an

incentive for women to cooperate in Identifying absent parents.

Another option would be to continue Medicaid eligibility for

several months for the families whose child support payments

remove them from the public assistance roles. This is currently

done for four months when AFDC families are rendered ineligible

fo assistance because of earnings.

Another obstacle to effective child support enforcement

exists in some states that impose statutes of limitations In

paternity actions. These provisions preclude many children born

out of wedlock from ever pursuing their rights to support. In

25-711 0 - 83 - 18
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recent years, the Supreme Court has struck down as

unconstitutional several state statutes which deny an

illegitimate child the same right to support and to establish

paternity that a legitimate child has. Just two weeks ago, in

Pickett v. Brown, 51 U.S.L.W. 4655 (June 7, 1983), the Court

declared unconstitutional a two-year statute of limitations for

paternity actions. State courts in at least six states

(Arkansas, Florida, Kansas, Montana, New Mexico, North Carolina)

have also invalidated statutes of limitations for paternity

actions as unconstitutional.

The Supreme Court, of course, can only decide the cases

before it. Statutory limitations on paternity actions of longer

than two years remain a problem in several states, however.

According to the National Conference of State Legislatures, as of

1981 a majority of states required that paternity actions he

initiated within a specified time period ranging from one year

after birth to six years after majority. We therefore urge the

Committee to add to the bill a requirement that states ensure

that limitations on the right to file for child support be no

greater for children born out of wedlock than for other

children. To ensure simple justice for all children seeking

support, special statutes of limitations on paternity as distinct

from other support actions should not be permitted.

In conclusion, the failure of nearly two-thirds of today's

absent pareTnts to support their own children should encourage

this country to make a national commitment to strengthen child

support enforcement. Title V of the Economic Equity Act which

required states to improve their child support collection efforts

represe-nts an important step in this direction. The Center urges

prompt passage of the measure so that children begin to receive

the financial support from both parents to which they are fully

entitled.
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Senator PACKWOOD. Thank you very much. I'm going to call on
Senator Domenici, but Sherri, let me ask you, were you going to
testify too? No? Just accompanying your mother?

Ms. MURPHY. She's here to answer any questions from a child's
point of view.

Senator PACKWOOD. OK. But she wasn't planning to make a
statement. I do have some questions, so if you will just hang on
until I take Senator Domenici's statement.

STATEMENT OF HON. PETE V. DOMENICI, U.S. SENATOR, STATE
OF NEW MEXICO

Senator DOMENICI. Mr. Chairman, I thank you very much and
I'm most appreciative that you are taking me now. I thank those of
you who are going to answer questions for indulging me for just a
few moments.

It's a pleasure to be here and testify with reference to the Pen-
sion Equity Act of 1983, S. 19. I think the basic issue is one of fair-
ness, which affects all of us. In 1974 the Employee Retirement
Income Security Act [ERISA], was passed to insure that workers
who are covered by pension plans receive the benefits for which
they are eligible. Any employer who wishes to get the tax benefits
which accompany having a company pension plan must meet the
requirements of ERISA and relevant portions of the IRS code.

Some parts work well, however, after 8 years of experience under
this law, it'wobvious that ERISA as written works to the disadvan-
tage of working women, wives, widows, and mothers. I think it's an
alarming fact that in 1979 only 40 percent of the women working
full time in the private industry of our country were covered by a
pension plan, and that only 5 percent to 10 percent of the surviving
spouses actually received their spouses pension benefits.

The bill should significantly improve the chances that women
will receive benefits under the pension plan, yet the proposal is de-
signed to minimize disruption in the plan administration and in-
creases in the cost of providing the benefits.

WOMEN AS WORKERS

Probably the most important area for improvement in terms of
equity, is to lower the age at which service with an employer must
be taken into account or pension plan coverage. One might not
have thought years ago that this would work to the detriment of
women in a very discriminatory manner, but a review of the facts
would indicate that it does.

Existing provisions of ERISA require employers with qualified
plans to allow an employee to participate in a pension plan on the
latter of two dates: The date the employee reaches age 25, or the
date the employee completes 1 year of service. An employee who
begins work at the age of 18, for example, must work a minimum
of 7 years for the same employer before acquiring the right to par-
ticipate.

Conversely, one who enters the labor force at 24 has to work only
1 year for the same right. Lowering that age to 21 would have a
dramatic impact on women. Women in the 20-to-24 age bracket
have the highest labor force participation rate among women-as
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of 1978, 68 percent projected to increase to 77 percent in 1985 fall
under that particular age bracket.

Existing laws that do not take into account the fact that women
enter the work force at a younger age, frequently right out of high
school or college. According to the Bureau of Labor Statistics, 70.6
percent of all women ages 20 to 24 were in the work force in 1982.
The high percentage of women's work for participation continues
until about age 30, and then it begins to decline. So a woman who
began work at the age of 20 and left at 31 for whatever reason has
worked 10 years, but only gets 6 years of pension credit. This would
be changed dramatically by this bill and it should be.

WOMEN AS MOTHERS

The same rationale applies to women as mothers. Presently, all
prior service with an employer must be taken into account only if
the period of absence from work is shorter than the number of
years of service with the employer. Reducing the participation age
to 21 will have the additional benefit of requiring that years of
service with the emp' oyer be taken into consideration for the so-
called breaks-in-service rule.

I'm sure the committee and you, Mr. Chairman, are aware of
that. There are some very similar problems in terms of women as
spouses. There is a lot of confusion that exists here. My statement
goes into some detail, and I would ask that with reference to that
aspect of my testimony it be ,made a part of the record.

Senator PACKWOOD. The entire statement will be.
Senator DOMENICI. Thank you, Mr. Chairman.

WOMEN AS FORMER SPOUSES

Another area that has caused much confusion is to what extent
Federal pension laws affect how pension benefits can be treated in
a divorce case. S. 19 will -clarify Federal law so that accrued pen-
sion benefits may clearly be subject to a State law property settle-
ment pursuant to divorce or separation agreement. However, the
law will also be made clear that no pension plan will be required to
distribute pension plan assets prior to the retirement of the pen-
sion plan participant.

Under ERISA, with limited exceptions, pension benefits may not
be assigned or alienated. In common law States the courts have
complicated the subject by holding that ERISA does not preempt
State law permitting attachment of vested and nonvested benefits
to meet family support obligations such as alimony, separate main-
tenance and child support. In community property States there is a
divergence of opinion among the courts as to whether ERISA pre-
empts State community property laws as they relate to married
couple's rights under a pension plan.

S. 19 would clarify this issue by eliminating the prohibition
against assignment of benefits pursuant to divorce decrees. This
change is important to mothers with small children because be-
tween a quarter and a third of divorced fathers never make a
single child support payment. In 1975, Congress established the
child support enforcement program. This was a good first step,
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S. 19 is another. However, more needs to be done in this area, and
I am looking at other legislative solutions.

WOMEN AS WIVES AND WIDOWS

Under present law, generally, if a pension plan provides for a
benefit in the form of an annuity, it must be in the form of a joint
and survivor annuity unless the employee elects otherwise. There
is presently no requirement that the nonworking spouse be noti-
fied. S. 19 will change this rule to require the consent of the non-
employee spouse to elect out of a joint and survivor annuity cover-
age.

As anyone who has read the fine print of a pension plan knows,
the provisions are lengthy and confusing t& anyone other than a
pension lawyer. Many benefits are lost in the maze of subpara-
graphs and intricate clauses. The fine print can take away benefits
that beneficiaries and recipients expect to be there.

S. 19 requires that a statement of benefits include a notice of any
benefits that are lost in the event the participant dies before a par-
ticular date. Disclosure of such facts allows couples to make in-
formed contingency plans for the future. This is a vast improve-
ment over the present situation where a-widow learns that she has
no benefits when her claim is denied.

This bill brings fairness to the areas I have explained above.
However, there are other problems that need to be called to the
committee's attention that also require a legislative answer. Let
me point them out by way to true life examples:

What happens when a husband who worked for a company for 29
ars dies 13 days before his 55th birthday? His widow was denied
nefits. Under ERISA, if a participant dies before he retires the

survivor benefit can be withdrawn, and the widow was entitled to
nothing. I would like to see some equitable changes in this area.

What happens when a working spouse choses a joint and survi-
vor benefit within-2 years before he dies of a heart attack, or other
nonaccidental death? ERISA, as written, allows plans to deny
widow's benefits if an otherwise qualified spouse dies within 2
years of choosing survivor benefits if the death is from natural
causes. The committee also needs to find a solution to this problem.

S. 19 does not cure all the problems of pension and retirement
benefit discrimination but it is an important step that I urge G.C.-
gress to take. I am committed to advance, guarantee, and promote
economic equity for women during their working careers and
during their retirement years.

Thank you, Mr. Chairman.
Then we have the same problem in terms of women as wives and

widows. There is a great deal of confusion under the present pen-
sion system and under ERISA as to whether or not a woman has
any significant rights in and to the pension accumulated by her
spouse. There is a great deal of conftision even in that body of law
called community property law, which exists in my State, which
could be greatly clarified under the provisions of Senate bill 19
with reference to the rights of the spouse to alter or amend pension
rights without the spouse knowing that it's occurring. I think these
ought to be fixed. Certainly I understand the difficulty you, Mr.
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Chairman, and the committee will have, but I compliment you for
taking on this cause. It's one that's long overdue.

From my standpoint I wholeheartedly support your effort and
hope that in the not too distant future I can go beyond supporting
it here and support it when you bring it to the floor.

Thank you very much.
[The prepared statement of Senator Domenici follows:]
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STATEMENT OF SENATOR PETE V. DOMENICI
BEFORE THE FINANCE COMMITTEE

JUNE 21, 1983

MR. CHAIRMAN, It is a pleasure to appear before the Finance Committee

to testify on the Pension Equity Act of 1983, S. 19. I think the matters

that are addressed in this bill are fairness questions that affect us all.

In 1974, the Employees Retirement Income Security Act (ERISA) was

passed to insure that workers who are covered by pension plans receive the

benefits for which they are eligible. Any employer who wishes to get the tax

benefits which accompany having a company pension plan must meet the requirements

of ERISA and relevant portions of the Internal Revenue Code.

Some parts of ERISA have worked very well. However, after having eight

years of experience under this law, I am concerned that ERISA, as written, works

to the disadvantage of working women, wives, widows and mothers. I think it is

alarming that in 1979 only 40 perceuit of women working full-time in private

industry were covered by a pension plan and that only 5 percent to 10 percent of

surviving spouses actually receive their spouses' pension benefits.

This bill should significantly Improve the chances that women will receive

benefits under pension plans, yet the proposal is designed to minimize disruption

in plan administration and increases in the costs of providing benefits.

Women As Workers

Probably the most Important area for-improvement In terms of equity is

to lower the age at which service with an employe~imust be taken into account

for pension plan coverage.

Existing provisions of ERISA require employers with qualified plans to

allow an employee to participate in the pension plan on the latter of two dates:
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the day the employee reaches age 25 or the day the employee completes one

year of service.--An employee who begins work at age 18, for example, must

work a minimum of seven years with the same employer before acquiring the right

of pension participation. Conversely, one who enters the labor force at 24

must work only one year for the same right. Lowering the age to 21 would have

a dramatic Impact on women. Women In the 20 to 24 age bracket have the highest

labor force participation rate among women - as of 1978, 68.3 percent projected

to increase to 76.8 percent in 1985.

Existing pension law does not take into account the fact that women enter

the work force at younger ages, frequently right out of high school or college.

According to the Bureau of Labor Statistics, 70.6 percent of all women ages

20-24 were In the work force in 1982. The high percentage of women's work

force participation continues until age 30 when it declines to 47.5 percent.

A woman who began working at age 20 and left her job at age 31 to have a child

has worked 10 years but only receives a six year pension credit. Under S. 19

she would receive full credit for ten years. S. 19 corrects this Inequity.

Women As Mothers

Presently, all prior service with an employer must be taken into account

only if the period of absence from work Is shorter than the number of years

of service with the employer. Reducing the participation age to 21 will have

the additional benefit of requiring that years of service with the employer

be taken into consideration for the so-called breaks In service rule.

In addition, the bill will allow u-pto one added year of absence due to the

birth of a child without the employee losing credit for prior service with the

employer if the employee returns to work.

Women As Former Spouses

Another area that has caused much confusion Is to what extent Federal
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pension laws affect how pension benefits can be treated In a divorce case.

S. 19 will clarify Federal law so that accrued pension benefits may clearly

be subject to a state law property settlement pursuant to divorce or separation

agreement. However, the law will also be made clear that no pension plan

will be required to distribute pension plan assets prior to the retirement of

the pension plan participant.

Under ERISA, with limited exceptions, pension benefits may not be assigned

or alienated. In common law states the courts have complicated the subject

by holding that ERISA does not preempt state law permitting attachment of vested

and nonvested benefits to meet family support obligations such as alimony,

separate maintenance and child support. In community property states there

is a divergence of opinion among the courts as to whether ERISA preempts state

community property laws as they relate to married couple's rights under a

pension plan.

S. 19 would clarify.this issue by eliminating the prohibition against

assignment of benefits pursuant to divorce decrees. This change is important

to mothers with small children because between a quarter and a third of divorced

fathers never make a single child support payment. In 1975, Congress established

the Child Support Enforcement program. This was a good first step, S. 19 is

another. However, more needs to be done in this area, and I am looking at

other legislative solutions.

Women As Wives and Widows

Under present law, generally, if a pension plan provides for a benefit

in the form of an annuity, it must be in the form of a joint and survivor

annuity unless the employee elects otherwise. There is presently no

requirement that the non-working spouse be notified. S. 19 will change this

rule to require the consent fo the non-employee spouse to elect out of a joint

and survivor annuity coverage.

K
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As anyone who has read the fine print of a pension plan knows, the

provisions are lengthy and confusing to anyone other than a pension lawyer.

Many benefits are lost In the maze of subparagraphs and intricate clauses.

The fine print can take away benefits that beneficiaries and recipients expect

to be there.

S. 19 requires that a statement of benefits include a notice of any

benefits that are lost In the event the participant dies before a particular

date. Disclosure of such facts allows couples to make Informed contingency

plans for the future. This is a vast Improvement over the present situation

where a widow learns that she has no benefits when her claim is denied.

This bill brings fairness to the areas I have explained above. However,

there are other problems that need to be called to the committee's attention

that also require a legislative answer. Let me point them out by way of true

life examples:

What happens when a husband who worked for a company for 29 years dies 13

days before his 55th-birthday? His widow was denied benefits. Under ERISA,

if a participant dies before he retires the survivor benefit can be withdrawn,

and the widow was entitled to nothing. I would like to see some equitable changes

In this area.

What happens when a working spouse choses a joint and survivor benefit within

two years before he dies of a heart attack, or other non-accidental death?

ERISA, as written, allows plans to deny widow's benefits if an otherwise qualified

spouse dies within two years of choosing survivor benefits if the death is from

natural causes. The committee also needs to find a solution to this problem.

S. 19 does not cure all the problems of pension and retirement benefit

discrimination but it is an important step that I urge Congress to take. I am

committed to advance, guarantee and promote economic equity for women during

their working careers and during their retirement years.

Thank you, Mr. Chairman.
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Senator PACKWOOD. We had some good testimony yesterday,
Pete, and the testimony we have had today flushes it out of actual
people who were involved. I don't mean executive secretaries of
trade associations, I mean spouses, normally women, who were in-
volved in one way or another in a discriminatory situation.

Yesterday it was pension. We had two women whose husbands
had died-in fact, one is alive but has cancer and will die-before
their pensions vested at 55, in one case. The argument came up
concerning the pension industry and subsequent opposition to re-
quiring that the survivors be paid something-the trade-off is life
insurance, and that the industry just take it out of their life insur-
ance company plans if they have to pay it in pensions.

One woman would have received $7,500 a year for life: she was
48 with three children. She received a trade-off of $49,000 in life
insurance. The other women received $15,000 in life insurance,
whereas she would have received a pension of $290 a month had
her husband lived. All of them have minor children. Social Secu-
rity cannot support them. In one case, one woman had a husband
who works for IBM, who is dying, who was making a reasonably
adequate salary, but whose pension will not now take care of his
families financial problems.

I don't have any more questions of you, but I do have some ques-
tions.

Senator DOMENICL I was going to suggest, Mr. Chairman, that
when you get complaints from the other side of the issue. You re-
member that we have gone through this before and they lost.
There is a good body of law that will support you as it has those of
us that advocated a change in the military pension distribution
which is very similar. As you know, the United States Supreme
Court ruled about 3 years ago that a military pension was not sub-
ject to State court jurisdiction. As a consequence, in my State I had
a number of women who had been divorced after years of marriage
to a military man and were thrown into economic dire straight be-
cause all the husband did was move to another State where she
couldn't get jurisdiction over his person and got the divorce ajudi-
cated and left the pension over here being disbursed out of the De-
partment of Defense, and couldn't be used to even enforce a decree
on property settlement or on support.

We have now changed that law, and basically a military pension
is subject to the same jurisdiction as any other property right, and
the Department has to distribute the pension check pursuant to a
valid court order. At the time we passed this change there were all
kinds of hews and cries that administrations it would be impossible
and cumbersome. I imagine it's working well and I don't think they
had to hire a thousand people to do it either because I imagine the
district courts are getting it done nicely. Before we made the
change the Cburts just shrugged and said, "We can't do anything."

The military pension situation is very similar to some of the tes-
timony we've heard today on child support and the like. Based on
my experience and the testimony given today I am convinced that
it takes some kind of clearinghouse, some way to get at certain
assets, pensions to satisfy child support and alimony obligations. I
am glad you are discussing the various solutions today.

I thank you very much.
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Senator PACKWOOD. Pete, thank you very much for coming.
Mr. Cannizzaro, I want to make sure I understand what you are

recommending on page 5 of your testimony. The minimum child
subsistence payment-you're saying just pass a Federal law that
says in every divorce case the spouse who gets custody will be
awarded x amount per child-$200, $300, $400, whatever the figure
is, and that becomes a figure enforceable throughout the land,
whether it be in State court or Federal court, but it's a federally
mandated minimum payment. It would in no other way alter the
right of a State court to dictate a higher payment, would do noth-
ing but set a floor.

Mr. CANNIZZARO. This is just a floor that we recommend and cer-
tainly any monies that the State wants to grant over and above
that is certainly welcome to the spouse, that's for sure.

Senator PACKWOOD. Now I want to go down the line of witnesses
if I might, and I'll start with you, Ms. Welsh.

There have been arguments made that the States are reasonably
receptive to trying to chase down errant husbands when it involves
an AFDC wife, due to the incentive for reimbursement of these
welfare costs. But the States are not as enthusiastic in pursuing
non-AFOC cases. Could you, to the extent you have had comments
on either case, comment on this? I'd like to get that information in
the record.

Ms. WELSH. Yes. I am a non-AFDC. I have supported my chil-
dren, albeit not terribly well, but on my own since the divorce with
some help from family. The court is much less vigorous in support-
ing my case. Also, once-my case was recognized through the ERISA
system as one with a husband who really didn't want to pay and
was going to make it difficult, it was shuffled to the bottom. They
are very honest and open about telling you, and to be fair, I can
understand their point of view. Let's go after the ones we can get.
But the ones they can get are not necessarily the ones that they
should be going after first.

- The arrearages in my case are absurd. They are then relieved.
Yes, I would say from what we know of people who have come into
our groups that non-AFDC parents do not fare as well in the court
system. Iwas told quite frankly, and it's why I started FOCUS-I
was talking to the ERISA officer in the State of Virginia, and it
was about the fifteenth phone call I'd made in two weeks because
that's the only way that you get anything done. You keep calling.
And he said, "You don't seem to understand that child support en-
forcement is the lowest rung on the totem pole in the eyes of the
court." And I said, "Sir, do you realize that you are a court officer
telling me that?" He said, "Yes." I said, "What do I do?" He said,
"I don't know." And I said, "Well, it's wrong. I'm going to do some-
thing about it." He said, "Good. I hope you do." Go start a group.
Thank you.

Senator PACKWOOD. I was afraid that was the answer.
Do you have anything to add to that, Mr. Cannizzaro? I don't

know if you have had any personal experiences or not.
Mr. CANNIZZARO. No; I don't have a personal experience, but in

going over some background I can say that one thing that we did
receive was in the Federal Register. We noticed that the Office of
Child Support Enforcement has a notice of proposed rulemaking,
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and they go back to what Ms. Welsh has said about the wrong pri-
orities in terms of collections, if you read through this proposed
rulemaking, they propose to make things a little bit better in the
sense for themselves because what they say here is priority
number one is basically the person that has a job, that has money,
that has this and that-something that they can collect from. The

roblem is-in real life that those other people, not the people that
ave the money, are the ones that are really the ones that need

these child support payments. The proposals and their rules and
their attitudes seems to be let's make the statistics better, but un-
fortunately that's not going to help the people who really need this
support.

Senator PACKWOOD. Ms. Kolker?
Ms. KOLKER. Yes, I'd like to comment by going back to the origi-

nal purpose of the Child Support Enforcement Program that was
established in 1975. As I understand it, and I've gone through the
legislative history that this committee has developed, the program
was set up to assure compliance with obligations to pay child sup-
port to each child in this country, and it was set up as a program
to serve children and not to serve State governments.

Senator PACKWOOD. Yes, but I need some personal evidence as to
how States have looked at the child support enforcement situation.
They have said, "Yes, we relize it's equal"; but it's kind of like
George Orwell; all animaL Jr errant fathers are created equal, and
the ones that are the most equal are the ones that the State will
get something out of if they seek to collect it, as opposed to those
who they won't. And they almost look at it from a revenue base for
their State, to the extent they can collect.

Ms. KOLKER. Absolutely. The perspective that I can bring is from
a national organization. I fully support the experiences of my pan-
elists here, and I think that they have given the best evidence. The
need is no greater whether you're receiving public assistance or not
in view of the scope of the problem with only 35 percent of the
women who are bringing up children by themselves receiving any
payment at all. I think that the problem is of such a magnitude
that there is really an obligdton to serve all families and not just
those receiving public assistance.

Senator PACKWOOD. Actually I was in Congre3s on this commit-
tee when we passed it, and I remember the opposition to it was
twofold. One was basically civil libertarian: That the enforcement
program was going to open up records that should not be opened
up, and as I recall, although I can't remember exactly, the Ameri-
can Civil Liberties Union may have testified against it. The other
argument is that it would simply cost more money than Govern-
ment would collect; therefore, the program would not work. Well,
indeed it has not worked perfectly but it has worked better than
any of the critics expected it would, and I think we can build upon
that base to make it work better.

Ms. KoLKm. But there's a vast need for improvement and we are
pleased with these provisions which I think address many of the
major deficiencies.

Senator PACKWOOD. Ms. Turner?
Ms. TURNER. Yes; in 1978 I was left with two infants, and I found

myself in the humiliating experience of being a college graduate on
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welfare. Fairly quickly the State acted and extracted a wage as-
signment on my ex-husband's check. Within 8 weeks I was fully
employed because that wage assignment enabled me to pay for
child care. After paying my child care expenses, I had only $25 left
of the child support when it was received. So imagine the predica-
ment that millions of families are in. No one is getting rich off the
child support. It's the terrible problem of trying to collect it.

When I became fully employed, I went to the local enforcement
agency because my ex-husband was trying to avoid payment and I
was told, "Well, at least you're working." As if I didn't need the
money. If I hadn't received that money I could have quickly slipped
back onto the welfare rolls. In the hundreds of letters and phone
calls we have received from all over the country, my experience
has been repeated over and over again in every State.

Senator PACKWOOD. You know, that is a problem we find in
many areas. With all of our sympathies, we on occasion find a way
to take care of-the very, very poorest element of society. But those
persons who are just above the welfare cutoff line are in a desper-
ate situation. They are working, they are barely holding body and
soul together, and their medical and other expenses are just as ex-
pensive as anybody else's expenses; yet I can see them getting
kicked around from pillar to post. They're not quite eligible. They
don't quite fall beneath the standard, and on and on.

Senator PACKWOOD. Ms. Kelly.
Ms. KiLLY. I'm the kind of person that ends up on welfare for 3

months, then I'm off for 6. Then I'm back on for 3, then I'm off for
6. And I'm filling out form after form, and my ex-husband is driv-
ing around in a Mercedes Benz, and I'm trying to support three
small children. Last year my ex-husband's income tax check was
intercepted. I had been on welfare for 3 months. The State was
owed less than $500; I was owed over $8,000. In between the time
that I was off and I went back on, the check was intercepted. The
State got paid back all that they were owed, and he pocketed
$1,000 and I wasn't even on welfare at the time, and I had three
children and we were facing shutoff notices. Now, if we don't
expand the tax intercept for working mothers-I mean I know the
State wants to offset welfare costs, and I don't want to be on wel-
fare, but I was off welfare, and then there was $2,000 I could have
used to stay- off. That's probably a good two-thirds. Now, I could
probably get in cash from the government $325 a month. If I could

ave gotten $2,000, bow many months could I have stayed off wel-
fare.

Senator PACKWOOD. Your husband's income when you divorced
was around $50,000?

Ms. KELLY. Yes.
Senator PACKWOOD. And what is it now?
Ms. KELLY. I have no idea. I understand he quit his job.
Senator PACKWOOD. Ms. Murphy.
Ms. MURPHY. Yes, sir.
Senator PACKWOOD. Have you had any experience with being on

and off of AFDC, and with the willingness of the State to help col-
lect payments or enforce them when you were on AFDC but not
when you were off?.
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Ms. MURPHY. I never reached the point where I was eligible for
welfare. The problems that I have experienced mainly are with
nonuniformity,- not only within the State, not from State to State,
but also within the States from county to county, how one parent
can just hop over a county line and you have to start your case all
over again. And so many of the States are experiencing resistance
from cooperation from other States in interstate cases, and that's a
big problem.

- Senator PACKWOOD. I don't think-yes. Ms. Welsh.
Ms. WELSH. One of the things that surprised me is talking to col-

lection support professionals in various States, there are certain
States that they would rather not pursue a case in. Priorities are
listed. Boundary States are usually easier; the reciprocation is
better. If the spouse of a woman is in a State where her State
really doesn't have a very good relationship, that case will not be
pursued. So it's almost like you have to say to your ex-spouse,"well, listen, go to Kentucky because the State I'm in deals real
well with Kentucky, but if you go to Mississippi, I'm out of luck,"
and obviously those are two States I've just pulled out of the air,
but I think that's a very real problem, and that's a real problem
with the professionals in the field. They're finding that there are
certain States that they don't care to deal with.

Senator PACKWOOD. You were very charitable in your testimony.
You said that you understand the States' problems; that they prob-
ably have more cases than they can possibly handle individually,
and that they're looking at which cases they can collect and wheth-
er other States will cooperate. Considering your position, I find you
very charitable in your attitude.

Ms. Kolker.
Ms. KOLKER. Is this working? Let me just add one note here. The

current legislation as I understand it does permit the States to
charge a fee to non-AFDC recipients and we think that this is cer-
tainly valid. That would be one way in which States could expand
their collection if it's on behalf of non-AFDC people. I believe that
fewer than half of the States currently charge a fee, and our orga-
nization does not have any problems with the imposition of a fee.

Senator PACKWOOD. Ms. Turner.
Ms. TURNER. What we're hearing, though, from some of the other

States is when the support is finally collected, the enforcement
agency will assess a fee to the custodian rather than to the absent
parent, whereas the custodian isn't collecting any interest on these
thousands of dollars of outstanding arrearages. We would like to
see any fees assessed to the absent parent.

Senator PACKWOOD. I agree with you. Ms. Kelly?
Ms. KELLY. I think that Ms. Kolker and I, in our group, disagree

somewhat on standard objectives for child support enforcement.
I'm not sure and I want to clarify this, but we kind of feel that
every child deserves the benefit that if his parents make in the six
figures, that those children should be able to take tennis lessons.
They shouldn't be living at a poverty level. I think that there is a
lot of discussion as to how much it costs to raise a child rather
than what the parents have to offer a child, and my stand is that if
my ex-husband van afford for my children to have a few extra
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privileges like braces and so on, that they deserve those kinds of
privileges.

Senator PACKWOOD. I don't think anyone was saying that would
not be the situation. They are simply saying there ought to be a
minimum guaranteed child support, and if the courts want to go
above that, indeed if you have got a husband in six figures, the
court clearly would go above it. But you have got some situations
where the courts will go so far below it there is just no point in
pursuing it. It just isn't worth the time or money.

Ms. KELLY. Well, this year there is a formula that is used, and it
has been very effective.

Senator PACKWOOD. Well, I used to practice law in Oregon. In
theory there is a formula everyplace, but by the time you look at
the husband, when he has extraordinary bills, the formula is
changed. Really, it was observed more in the breach than it was
observed in the following.

Mr. CANNIZZARO. I'd just like to say that if you take x number of
formulas and x number of judges and put them together, you get
five times x assessments on child support.

Senator PACKWOOD. I know. That's exactly right.
Folks, again I want to thank you very-much and tell you why. In

my experience in dealing with bills of this kind, we need the specif-
ic kind of testimony which each of you have given. Aggregate fig-
ures are nice, but aggregate figures are billions and billions, and
they don't make as much impact as individual cases. "This is what
happened to me." "This is how it happened to me." What you have
given us today will be most helpful in getting this bill or portions
of it passed. Thank you very much.

Senator PACKWOOD. We will conclude today with a panel of
Sandra Crawford representing the junior leagues, and Deanna
Somers, the vice president for legislative affairs of Parents Without
Partners.

Both of your statements will be in the record in their entirety.
Why don't we wait just a second until the people who are leaving
leave.

All right, Ms. Crawford. Go ahead.

STATEMENT OF SANDRA CRAWFORD, PUBLIC POLICY CHAIR-
MAN, THE ASSOCIATION OF JUNIOR LEAGUES, INC., GLAD-
WYNE, PA. --

Ms. CRAWFORD. Yes. I'm Sandy Crawford. I'm a past president of
the Junior League of Philadelphia, and currently a member of the
board of directors and chairman of the public policy committee for
the Association of Junior Leagues.

The Association of Junior Leagues is a women's international
voluntary organization. In the United States there are 243 leagues
with 148,000 members. Our members throughout the United States
are feeling the same trends that affect all women in the United
States. That is, that more and more women are working, more and
more women must combine family, work, child care and volunteer
responsibilities. Our membership in the Junior League of Philadel-
phia; of our new members, 67 percent are employed.
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I am especially pleased to be here presenting testimony today in
support of the Economic Equity Act since Pennsylvania senior Sen-
ator John Heinz is one of the cosponsors of the legislation. With me
today also is Sally Orr who is director of our public policy depart-
ment.

The association is concerned about the increasing incidence of
Poverty among female headed families and general inequities faced
y all women, and believe that the Economic Equity Act will

remove some of the inequities and help some of the more vulner-
able women and their families. Therefore the association supports
the entire Economic Equity Act and our written testimony under-
scores our support.

Today I would like to focus on the displaced homemaker tax
credit. When a woman who has been a full-time homemaker is di-
vorced, separated or deserted by her husband, she is often poorly
equipped to compete in the labor market and unable to sustain the
preseparation standard of living enjoyed by the family.

I think Patricia Kelly, one of the previous witnesses, is a good
example of the problems that are involved when this happens.
Women in such, circumstances have at least three disadvantages
which make them and their children more vulnerable to impover-
ishment. One is they have been out of the job market for a long
time. Without training or incentives for hiring, it is very difficult
for them to- get a job. Two, if they happen to be lucky enough to
find a job, it is usually a low paying job, and third, most of them
have the added problem of child care expenses, a burden on that
low income. This, of course, could be helped by the dependent care
tax credit provision of the Economic Equity Act.

Junior Leagues have a long-standing interest and involvement in
the problems of women in transition in general and displaced
homemakers in particular.

Last October the Junior League of Pittsburgh cosponsored a na-
tional conference on displaced homemakers with the Displaced
Homemakers Network. One of the things that they found was
there is a tremendous need to call attention to the problems of dis-
placed homemakers, and also a need for supportive legislation such
as this provision in the Economic Equity Act. Individual Junior
Leagues have also been active in assisting displaced homemakers
in their own communities. In our 1981-82 project summaries, 165
volunteers are involved, spending more than half a million dollars.
What they have identified in these projects is there is a great need-
for training, that the skills of these women must be upgraded, and
then they need help in finding jobs.

Some of the examples: in Billings, Mont., the Women's Center at
the YWCA proviides help for women who are widowed, divorced, or
separated. They provide counseling and provide help in developing
skills and obtaining jobs.

In Waco, Tex., the junior league has established a center on the
campus of the local community college. They assist low-income
mothers 35 or older who have no marketable skills. They see a tre-
mendous need for more services.

It has been mentioned that the cost is high for this particular
provision. We suggest some possible controls that could be used to
set criteria for eligibility. These have been identified by the Domes-

25-711 0 - 83 - 19
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tic Homemakers Network and we concur with these. The first is,
that the women have a history of full-time homemaking; two, that
she has spent 5 or more years out of paid work; and three, that
there has been the loss of the primary support for the family. We
feel that the short-term costs are out-weighed by the long-term
benefits, and that we all benefit when we have families who can be
self-supporting.

In conclusion, the association supports the Economic Equity Act.
It is our impression that both the administration and the Congress
want to redress inequities which make life more difficult for
women and their children. We believe that the Economic Equity
Act will remove some of these inequities and do much to help some
of the more vulnerable women and their families. We urge this
committee to lend its support to this important piece of legislation.
Thank you.

Senator PACKWOOD. Thank you. Ms. Crawford.
[The prepared statement of Ms. Crawford follows:]



285

STATEMENT OF SANDRA CRAWFORD, ON BEHALF OF THE ASSOCIATION OF JUNIOR
LEAGUES, INC.

I am Sandra Crawford of Gladwyne, Pennsylvania, Chairman of the Association

of Junior Leagues' Public Policy Committee and a past president of the

Junior League of Philadelphia. I am especially pleased to be presenting

testimony to the committee today in support of the Economic Equity Act since

our senior Senator, Senator H. John He.inz, is a co-sponsor of the legisla-

tion. The Association of Junior Leagues is an international women's volun-

teer organization with 243 member Leagues in the United States, representing

approximately 148,000 individual members. Junior Leagues promote the solu-

tion of community problems through voluntary citizen involvement, and train

their members to be effective voluntary participants in their communities.

The Association of Junior Leagues is one of many national organizations

supporting the Economic Equity Act of 1983. At the time this legislation

was introduced, 25 national organizations had endorsed the Act. At present,--

32 national organizations are supporting this legislation. We are pleased

that 31 Senators and 128 members of the House of Representatives are

co-sponsoring it.

As a women's organization, we are particularly interested in S. 888. Junior

League members are experiencing the same trends reflected in national sta-

tistics--that is, many of our members are working; more are having to com-

bine work, child care, and family responsibilities. In addition, those

Junior League members who are full-time homemakers also need the economic

help of this legislation in planning for the future.
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While we do not collect demographic information on all of our members, we

do have some data from individual Junior Leayues which would appear to be

representative. These data suggest that most Junior League members are

Tarred, have children, are college graduates. In addition to their

volunteer and family commitments, a substantial number are employed. As of

1982, approximately 41 percent of the women joining the Junior League were

employed-part-time or full-time. This profile should make clear the reason

for our interest in the many provisions of the Economic Equity Act.

It should be noted that the Association has been on record since 1981 with

the following position statement on women's economic issues which was re-

affirmed at the Association's Annual Conference May 15-18, 1983 in Dallas,

Texas:

The Association of Junior Leagues supports the goal of
fair and equal economic opportunities for women and men
and will advocate for the attainment of this goal.

Based on this position statement, we have supported a variety of legislative

initiatives, including reforms in Social Security and the marriage tax re-

duction provisions included in the Economic Recovery Tax Act of 1981.

Broad Trends Necessitating the Protections of the Economic Equity Act

Before discussing some of the individual provisions of the Economic Equity

Act, we wish to call attention to some of the major trends affecting women.

in the United States. To mention a few:
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o Since 1970 the divorce rate has Jumped from 47 to 109 divorces

per 1,000 couples, and many divorced women are i11-pepared for

the job market because they have not been in the labor force for

many years.

o More than 53% of all women are in the labor force.

o Forty percent of the total work force are women, and women are

projected to comprise 50% of the work force by 1990.

o Only seven percent of all American families are the Otraditional"

family made up of a male worker, female homemaker and children;

just five years ago 15% of all families could be described as

traditionalu

o The number of female-heeded households has increased by 97

percent since 1970. The poverty rate among such families with

children under 18 is 68 percent for blacks, 67 percent for

Hiipanics and 43 percent for whites.

The end result of these and other changes is an increasing incidence of

poverty among female-headed families, an increasing percentage (47%) of

young children (under itx) whose mothers are working, and an increasing

amount of stress for the mothers and children.
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When one adds to these statistics the fact that the median income of women

with a variety of different educational levels is substantially lower than

that of males, the magnitude of women's problems is even more apparent. For

example, the median income of college-educated women is approximately 75% of

the median income of high-school-educated men; the median income of high-

school-educated women is 601 of the median income of high-school-educated

men. These basic income inequities persist despite nearly 20 years of civil

rights protections. Some observers deny the existence of inequities, call-

ing attention to the fact that women traditionally leave the labor force for

child-rearing and are thereby naturally competitively disadvantaged in the

labor market. We do not accept this argument; for the great majority of

women, regardless of their time in the work force, the problem of income

inequity exists.

Income Inequities and "Feminization of Poverty"

As a result of income inequities and other factors, over the past ten years

the United States has experienced a rapidly accelerating incidence of poverty

among women and their children. Rising divorce rates and insufficient family

support after marital separation are contributing factors. When a woman who

has been a full-time homemaker is divorced, separated, or deserted by her

husband, she is often poorly equipped to compete in the labor market and

unable to sustain the pre-separation standard of living enjoyed by the

family. Women in such circumstances have at least three disadvantages which

make them and their children more vulnerable to impoverishment:
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(1) Having been out of the Job market for some time, they may be

less competitive in an already tight Job market and may have

difficulty finding gainful employment without assistance such

as training and incentives for hiring such as those provided

by the displaced homemakers tax credit included in the

Economic Equity Act.

(2) If such women are fortunate enough to find work, most will be

confronted with low incomes; women as a group.earn much lower

salaries than men.

(3) Many women face an added problem of child care expenses, which

further erode already insufficient incomes; such income erosion

would be lessened by the increase in the dependent care tax

credit proposed in the Economic Equity Act.

Because of these unsatisfactory circumstances, the Association of Junior

Leagues supports the Economic Equity Act. While we support the entire Act,

we are focusing our testimony on only a few of its provisions.

Di splaced Homemakers

Junior Leagues have had a longstanding interest and involvement in the

problems of women in transition in general, and displaced homemakers in

particular. The following Junior Leagues have been involved in community

projects which provide both financial assistance and volunteer support to

displaced homemakers (both women and men) as reported in the Association's

project summaries for 1981-82:
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Junior League

Billings, MT

Bi rmi ngham, ME

Grand Rapids, MI

Jackson, MS

Lehigh Valley, PA

Lincoln, NE

New York, NY

Omaha, NE

Orlando-Winter Park, FL

Palm Beach, FL

Pasadena, CA

Ri chmnd, VA

Topeka, KS

Waco, TX

York, PA

TOTAL

Number of
Volunteers

5

3

5

21

13

i5

20

18

5

16

13

11

4

7

10

166

Financial
Contribution

$ 209000

42,732

22,000

4,750

1,600

56,S44

4,000

30,000

51,000

104,000

45,000

15,000

59,000

67,000

129400

$535,026

For example, the Junior League of Waco, Texas, has been involved in itsI

-Di-sptced Homemaker Project since 1979. The project's center, located on

the campus of McLennan Community College, has a full-time director and two

part-time counselors and makes extensive use of volunteers. The project,

initiated in September, 1979, was designed to assist low-income mothers who

are 35 years and older with no marketable job skills. It anticipated serving
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50 clients in its first year; however, by March 1981, the center had

counseled 500 Individuals and had assisted 600 people in group workshops.

Of the clients served, 100 were men. The center found that 65% of its

clients had not completed high school or received the G.E.D.; 85% had not

earned college degrees. In gathering data on the need to develop services

for displaced homemakers:, the Junior League of Waco discovered that 1300-

1400 divorces were filed in McLennan County each year--a county with a

population of 171 ,000.

In Billings, Montana, the Junior League has supported Women's Center, a

facility at-the YWCA which provides help for women who have been widowed,

divorced, or separated. Counseling is provided around crisis situations and

women are assisted in developing skills and obtaining jobs. Similar pro-

grams were assisted by Junior Leagues in Lehigh Valley, Pennsylvania; Omaha,

Nebraska; Richmond, Virginia; and Topeka, Kansas.

In Florida, Women's Horizons, a project of the Junior League of the Palm

Beaches, in cooperation with the YWCA and Palm Beach Junior College, has

been operating for four years, providing individual counseling for women in

transition, as well as courses and workshops. A profile of clients indicates

that approximately 80 have low incomes. The project handled more than 2200

telephone requests for help in 1982, and provided 35 courses as well as

individual counseling.

In 1979, the Junior League of Orlando-Winter Park, Florida began the Job

Internship Project in conjunction with the Displaced Homemaker Center at
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Valencia Community College. The purpose of the Job Internship Project it to

help "hard-core unemployed women" move into the labor market. This program

provides workshops in resume writing, interview skills, assertive communica-

tion, and stress management. It also works to create a public awreness of

the problems of displaced homemakers and to help place women in jobs within

the community. Since its inception, the program, has expanded to provide

services for hard-to-employ disadvantaged youth and displaced homemakers

under age 35. As of January 31, 1983, there were 31 companies participating

in the Job Internship Project and 68 of the project's clients had been

placed in Jobs.

Second National Conference on Displaced Homemakers

Another effort in which the Junior Leagues have been involved in order to

call attention to the needs of displaced homemakers was a national confer-

ence held October 21-23, 1982 in Pittsburgh, Pennsylvania. The conference

was jointly sponsored by the Junior League of Pittsburgh and the Displaced

Homemakers Network. Junior Leagues from 20 communities participated.

Included in the recommendations which emerged from this conference was the

suggestion that more should be done to publicize the problems of displaced

homemakers. The conference also called for supportive legislation such as

tax credits proposed in the Economic Equity Act (one of the more useful ways

of aiding displaced homemakers).

Recommendations Regardi ng Displaced Homemaker Legislation

Some argue that a tax credit for displaced homemakers is less necessary now

that the Job Training Partnership Act (JTPA) will be going into effect in



293

October, 1983. We disagree. While the JTPA will provide some training

opportunities for displaced homemakers, many other disadvantaged unemployed

people will be competing for training and employment opportunities; and when

we compare the limited resources of the JTPA with the more than 15 million

unemployed and underemployed individuals in the United States, it becomes

quite apparent that JTPA will not help all of the displaced homemakers who

need to work to support their families. Further, the JTPA will help only

with training. It would seem that tax credits would be useful as an

incentive to hire displaced homemakers who still may need help in securing

employment.

The Association supports the proposal in the Economic Equity Act to provide

tax credits to facilitate employment of displaced homemakers. We are aware

of the concerns about the cost of this proposal, but believe that the costs

could be controlled by selective eligibility criteria designed to target the

tax credit to those most in need.

We believe the following criteria for determining that a person is a

displaced homemaker, as suggested by the Displaced Homemakers Network-, Inc.

would be useful:

(1) a history of full-time homemaking

(2) five or more years out of the paid labor force

(3) loss of primary support for the family due to
separation, divorce, or the death or disablement of
the principal wage earner, or termination of AFDC
eligibility.
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The issue of the cost of this proposed legislation is not merely how much it

costs to help displaced homemakers become self-supporting, but how much we

will all benefit if we help women and men at this time of crisis to create a

positive_future for themselves and their families. The cost that we as a

nation really cannot afford is that of millions of women and their children

living in desperate and hopeless circumstances.

Dependent Care Tax Credits

Another provision of the Act which the Association strongly endorses is

Title II, Dependent Care, particularly the proposals to increase the sliding

scale of the dependent, care credit and to make the credit refundable. As

discussed earlier, more mothers are working and many of them are earning low

wages. With the cutbacks in the Title XX Social Services Block Grant, there

is less money available for publicly-provided day care. The great majority

of Child Watch projectsconducted by Junior Leagues report a sharp reduction

in the eligibility levels for Title XX day care. The inevitable result is

that many working mothers have no choice other than to place their children

in less than satisfactory child care situations.

Child care is one of the six focus areas of the Association's child advocacy

program. In 1981-82, 19 Junior Leagues reported projects involving child

care and 20 Junior Leagues reported public affairs activities involving

child caIre. In 1981, the Association, in collaboration with The Johnson

Foundation, held a conference, *Child Care: Options for the 80's,' at the

Wingspread Conference Center In Racine, Wisconsin. Affordability was

Identified as the number one issue on the Agenda for Action developed by the



295

conference participants. The expansion of the sliding scale tax credit and

the establishment of a refundable credit were identified as two key strategies

to achieve affordability. The need to achieve affordability in order to

provide equality of access to child care also figured prominently in the

discussions at the conference, "New Models for Child Daycare," co-sponsored

April 28-29, 1983 in Boston by the Association,, Wheelock College, the United

Way of America, the Child Advocacy Project of the National Conference of

Churches, and the National Alliance of Business.

We believe that increasing the sliding scale from the current level of 30

percent to 50 percent for families with incomes of $10,000 and under would

be of assistance in resolving the issue of affordability. As currently

structured, a family with an income of $10,000 must pay 24 percent of gross

income to receive the maximum credit of $720 allowed for one child. This is

a difficult--perhaps impossible--burden for a family with that level of

income. In addition, making the credit refundable would help those families

with incomes too low to require the payment of income tax to receive the

full benefit of the tax credit.

In considering the expansion of the sliding scale, it also is important to

recognize the assistance that this legislation provides to persons caring

for handicapped and aged dependents. Most of these caretakers, of course,

are women. In fact, one in ten women between the ages of 45 and 65 is

reported to have responsibility for an older relative. As a result of

changes in the tax law in 1981, the tax credit now is available to persons

whose dependents are placed in out of home care less than 24 hours a day.
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TMs financial assistance is vitally important to those attempting to care

for their parents without resorting to full-time out of home care. Encour-

aging such alternatives to deinstitutionalization Is also a priority of the

Association. In 1982, the Association's Board of Directors voted to support

legislation which would encourage and assist alternatives to institutional-

Ization of the aging. The Board voted that such legislation should promote-

the following objectives:

a. Encourage the provision and use of services that
offer care in the least restrictive environment.

b. Assist families to care for their elderly or disabled
relatives at home, e.g., by granting tax credits or
deductions.

In addition, the Association's executive director serves on the Board of the

National Council on the Aging, Inc., and as chairman of the National Volun-

tary Organization for Independent Living for the Aging (NVOILA). Assistance

in providing for the care of dependents is, of course, vitally important to

the older woman or displaced homemaker attempting to re-enter the job market.

In addition, the provision in Title II to allow non-profit organizations

providing work-related child care eligibility for tax-exempt status appears

to be an important component of the bill--especially for the encouragement

of infant day care and after-school programs.

The information and referral provision of Title II, introduced separately by

Senator Gary Hart (D-CO), would offer selected communities the opportunity
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to establish child care information clearinghouses. Since this provision is

under the jurisdiction of the Senate Committee on Labor and Human Resources,

we will direct our comments in support to that commttee.

Child Support Enforcement

Another provision of the Act which would benefit many women and children is

Title V, Child Support Enforcement. In the face of the escalating poverty

rate among female-headed families, and the poor record of child support on

the part of many fathers, how can we not approve such a measure? We have

just celebrated Father's Day across the country, but in many families, that

supposedly Joyous occasion, calling forth images of happy family gatherings

is not a cause for celebration. As Representative Marge Roukema (R-NJ)

commented recently:

... Mr. Speaker, in recent years, a shadow has fallen
across this revered holiday for millions of America's
children. The shadow has grown blacker, and become a
shameful blot, threatening to poison the lifeblood of our
society. The number of fathers who refuse to comply with
court decrees and to pay for child support has grown to
epidemic proportions.

We agree that more needs to be done to assure that absent parents fulfill

their child support obligations. As the National Women's Law Center

reported, 651 of women with children from an absent father received no

'financial assistance from the absent father. Ironically, under Title IV-D

of the Social Security Act, all states attempt to obtain support for AFDC

children from absent parents when, in many cases, these parents have not

provided support because of lost jobs and very low income. Thus, we pursue

support vigorously from those parents least capable of supporting their

I
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children, while practIcally ignoring non-AFDC cases with fathers fully

capable of meeting their support obligations.

The Association would like to see this situation change, and we believe that

the enactment of the child support enforcement provisions of the Economic

Equity Act would help ensure that parents assume their obligations and

children receive the support they need.

Spousal Individual Retirement Accounts

We also wish to call attention to the Importance of spousal IRA's such as

those contained in Title I which would remove existing inequities in the tax

laws. Some argue against this provision because of its costs and because it

would seem to favor middle- and upper-Income families. The following

arguments can be made in support of spousal IRA's:

(1) In consideration of rising divorce rates, spousal IRA's would

be helpful in providing future support for women who become

displaced homemakers.

(2) It is inequitable to provide IRA's for persons who work

outside of the home while ignoring the needs of those who work

inside the home raising children and caring for families.

(3) Such a provision would provide a measure of economic -ecurity

for volunteers who are not also employed for pay.
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For these reasons, the Association believes the spousal IRA provision

deserves this committee's support.

Head of Household Tax Reform

The Association also supports the provision in Title I of the Act, tax and

retirement matters, calling for revisions in the federal tax schedule to

allow single heads of households the same zero bracket amount allowed for

couples filing joint returns. The increasing number of female-headed house-

holds and the increasing likelihood that such families will be poor, as

indicated earlier in this testimony, substantiates the need for such a

provision.

As the National Federation of Business and Professional Women's Clubs, Inc.

has argued:

*..current tax law reinforces the inferior economic
status of women who maintain households... It is time
to stop penalizing women trying to provide a decent,
adequate standard of living for their families.
Without changes in laws such as these, women who
maintain households will continue to make up an
increasing portion of those living in poverty.

We concur and urge this committee to pass the head of household tax reform.

In conclusion, the Association reiterates its'support of the Economic Equity

Act. It is our impression that both the Administration and the Congress

want to redress inequities which make life more difficult for women and

their children. We believe that the Economic Equity Act will remove some of

these inequities and do much to help some of the more vulnerable women and

their families.

We urge this committee to lend its support to this important piece of

legislation. Thank you for the opportunity to appear before you today.

25-711 0 - 83 - 20
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STATEMENT OF DEANNA SOMERS, VICE PRESIDENT FOR LEGIS-
LATIVE AFFAIRS, PARENTS WITHOUT PARTNERS, NOVI, MICH.
Ms. SOMERS. I am Deanna Somers, the vice president for legisla-

tive affairs for Parents Without Partners, Inc., a nonprofit organi-
zation of 214,000 single parents. We are the largest and oldest
single parent organization in the world. The only one admitting
single parents of all religions, races, and types, separated, divorced,
widowed, and never married. We believe the Economic Equity Act
to be one of the most important pieces of legislation to address
single parent problems. It is time to address these problems be-
cause single parent families are nearly 25 percent of all American
families with children in 1982.

We are a large special interest group and economically disadvan-
taged. To us this bill will not just benefit women, but also children
and families. Women are 90 percent of all single parents who have
children living with them, but the bill would also assist the 10 per-
cent of single parent families haded by men. The typical single
parent is a woman who is white, divorced, and 36 years old with
one 10-year-old child. Having only a high school education, she
earns $13,000 a year in a clerical job. She is more likely to become
unemployed than any other parent and cannot afford to buy a
home, but earns too much money to benefit from Government
social programs. She does not receive the total child support she
was awarded in court. She pays more in taxes and insurance than
married couples, and is less likely to have a pension.

Single parents need to work, but female single parents have the
highest unemployment rate of any type of parent: 12.9 percent in
1982, rising to 14.8 percent in May 1983. A jobs tax credit targeted
at displaced homemakers would help. Most single parents have
been out of the work force to care for children and short the expe-
rience needed to compete for jobs. Single parents nged to work but
need to keep their children safe, too.

Expanding the dependent care tax credit would help us resolve
the tension between our income needs and the needs of our chil-
dren. Child care is one of the most expensive items in a single par-
ent's budget, competing for food and rent dollars. The median
income for all working single mothers is $3,480 more than the
median income for all single mothers, working or not working. But
the choice for the single parent is between working and welfare, so
she works and can't afford child care. The children stay home
alone. In order to avoid welfare dependency or latch-key children,
child care is critical to us.

Single parents need their child support. The child support en-
forcement proposals and the proposals that would open up retire-
ment pay to court orders for child support, alimony, and property
settlement would serve to enforce orders, not increase anyone s ob-
ligation.

Child support laws are among the most frequently broken laws
in the Nation. Please, make wage assignments and property liens
for support orders mandatory in every 3tate. This is crucial and
basic to child support collection, and we point out that a similar
measure will be in the administration's proposed child support leg-
islation.
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Opening up the Federal tax refund interception program for
child support to non-AFDC parents is vital. For the working, strug-
gling single parent, trying to stay off welfare will be able to use
these means as well. Single parents need equal tax treatment. We
must provide a home for our children just as the two-parent mar-
ried family does. Yet the zero bracket amount on our taxes, $2,300,
is not the same as that allowed married couples-$3,400. The head
of household is usually a single parent. In 1980, 7.7 million heads of
households claimed 6.6 million children. Heads of households pay
more in taxes than married couple families. In 1982, with an
income of $12,373 the head of household with one child, thus two
exemptions, pays $243 more than the married couple with two ex-
emptions. The advantage to the married couple arises with income.
This penalty for heads of households based not on the number of
mouths to feed, but on marital status alone, may not seem like a
lot of money to the average two-parent family whose income is
more than twice that of the single parent, but it's a lot of money to
US.

In 1982 only 18.5 percent of all single mothers earned more than
$20,000 a year. The rest who are above the poverty level have little
or no discretionary income or government assistance for child care,
legal fees, medical care, and so on.

Children are expensive. The extra bedroom for a child that a
single parent must provide is expensive. Most single parents can't
afford IRA's or Keogh plans.

The latest tax break in regard to marital status is of no use to
us. So we can't help but feel it's time for single parents to get a
break as well. We see no reason why children and spouses should
not be treated equally as exemptions, but we see no reason why a
spouse should be the rationale for a larger zero bracket amount.

To conclude, the estimate for the cost of this proposal shows rev-
enue losses from $6 million in 1984 to $1 billion in 1986, returning
an average of $148 for 5 million heads of households. We'd like to
point out that the two-earner married couple deduction costs from
$3.5 billion in 1982 to an estimated $14.3 billion in 1986. Quite
frankly, we need the money more.

We have heard a great deal of talk-recently in Congress about
the needs of children in our country. One way to help them is to
pass all the provisions of the Economic Equity Act that support
their families.

Thank you for allowing us to be here this afternoon to give our
point of view.

[The prepared statement of Ms. Somers follows:]
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TSTD-XM BY

DFAN SCIERS,

VICE PRESIDENT FVOR IGISIATIVE AFFAIRS

PARNS WITHOUT PARDMS, fW.

I am Deanna Somers, of Cicago, Illinois. I am the Vice President for

legislative Affairs of Parents Without Partners, Inc., a non-profit organization

of 214,000 single parents. We are the largest and oldest organization for

single parents in the world, with more than 1100_chapters in all 50 states and

Canada, and affiliates in Australia, West Germany, and Great Britain. We are

the only national organization that admits single parents of all religions,

races, and types--separated, divorced, widowed and never-matried--both men

and women, -both custodial and non-custodial.

I am honored to be here this afternoon to represent our organization and

the interests of single parents. We have been in existence since 1957, and in

the last 26 years more than a million single parents have passed through our

organization with their hopes, fears, and problem. We believe that the

Economic Equity Act, S. 888, is one of the most important pieces of legislation

in recent years to address these problems. We also believe that the time for

action is now, because the number of single parent families has grown from 8.6

percent of American families with children in 1957 to almost 25 percent of

American families with children in 1982. We are a very large special interest

group, but we are also an economically disadvantaged special interest group.

Our families need the fair treatment and the assistance the Econoic Equity

Act would provide.

We do not regard S. 888 as just a bill to benefit women, but rather as

legislation benefitting children and families and especially our single parent

families. All matters affecting w affect single parents, because women

ccnprise 90 percent of all single parents who have children living with them.

But S. 888 would also assist the 10 percent of single parent families headed by

n, particularly in the tax and child care areas. Or members, one-third of

uhom are men-many non-custodial parents--enthusiastically support this legis-

lation as being in the best. interests of the children.
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sUPOlriNG WOFlN FAMILIES

Another reason we support this legislation is that it supports parents

who are working and struggling to be self-sufficient. While the median income

for all female single parents, working and non-working, is $9,068 a year, we

would like to point out that the median income for working female single parents

is only $12,552 a year. That's not nubh more to raise children on, yet these

working single parents nust provide care for their children. Child care is

crucial to single parents, because unlike the two-parent family, single parents

do not have the luxury of choosing between two incomes or having one parent

remain in the hcme. But paying for child care is often the straw that breaks

the camel's back for the single parent; it is a cost of working that is presently

inadequately reithursed even with a 30 percent credit. By increasing the credit

and by making those credits refundable, a larger portion 6f this burden could

be reroved from the shoulders of already over-burdened women. The dependent

care credit also assists families supporting an elderly dependent--and often

it is the single parent who is selected by a family for this task. It is vital

that the middle-aged single parent, who is more likely to have an elderly parent

in the hom, be able to participate in the labor force in order to build up

Social Security and other retirement benefits. This credit not only helps single

parents to work, it supports families who are trying to take care of several

generations. A hidden benefit of this legislation would be to make it easier for

families to avoid government supports for children and the aged.q
Two provisions in S. 888 would assist unemployment problems. One in five

wcmen, according to the U.S. Commission on Civil Rights, is unemployed because

she cannot find child care. By making all non-profit child care centers tax-

exempt, we would be encouraging the availability of infant care and after-school

child care centers, for which an educational component is inappropriate. We

estimate that 42 percent of the children under age 13 whose mothers work are the

children of single parents. We do not want our children to become synonymous with
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the so-dflled latch-key child, yet without affordable and available after-school

centers, this may well be the case.

Second,, the female single parent has the higtiest unemployment rate of any

type of parent. It was 12.9 percent in 1982. It was 14.8 percent in May of

1983, according to the Bureau of Labor Statistics, a rate we view with alarm.

But the unemployment problem of single parents are not a function of a sluggish

economy alone; they are also related to the facts that single parents tend to

be younger, more likely employed in entry-level or "pink-collar" jobs with high

turnover, and tend to have less experience and fewer skills than other family

heads. T erefore, we are especially pleased with the provision in S. 888 that

would provide a jobs tax credit for employers who hire displaced homemakers.

HImemaking is an insecure profession in our society today, and government cannot

guarantee that a marriage will last forever. But government can recognize the

contribution of the homemaker, who voluntarily gives up the eccnvii security

of paid employment for child-rearing, by making it easier for that parent to

enter or re-enter the labor force. Again, the hidden benefit is that a potential

taxpayer may be employed, thus avoiding welfare.

THE HEAD OF HOWSEHLD ZERO BRACKET AM

Finally, increasing the zero bracket amount for taxpayers who file under

the Head of Household category of federal incxe taxes, frm $2,300 to the

$3,400 now allowed married couples, would assist working single parents--and

additionally equalize what we view as an unfair tax burden.

7b qualify as a Haad of Household for tax purposes, you mAst be single or

separated and maintain a home for a child, grandchild, foster child, stepchild,

or a parent or other relative who is a dependent. Mst people in this category

do claim their children as dependents. In 1980, 7.7 million taxpayers filed

as Heads of Households, claiming about 7.1 million dependents, 6.6 million of

whom were their children.
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The zero bracket amount of $2,300 allowed for Heads of Households is the

sae as for a single person, but the tax rate falls between that for single

taxpayers and that for married couples. The rate and the fact that a single

parents will be claiming an exemption for a child provides an advantage over

the single, but the head of household ends up paying more in taxes than a

married couple family even when the members of the household number the same.

In 1980, the average gross adjusted income for Heads of Households was

$11,441. A look at the tax tables for 1980 reveals that a head of household

earning this income, with no other adjustments, and claiming one child, thus

two exemptions, paid $1,186 in taxes. Yet a married couple filing jointly,

with the same income and the same two exemptions, paid $959. herefore, the

head of household, with the same number of mouths to feed, paid an additional

$227.

In 1981, the average head of household had an income of $12,373. 7Te head

of household with one child, and no other adjustments, paid taxes of $1,377.

Ihe married couple filing jointly with the same income and the same two

exemptions paid $1,115. Again, the head of household with one child paid $262

more-simply because he or she was not married.

In 1982, given the same average income as in 1981, the head of household

with- one child would pay $1,233 in taxes. The married couple, with the same

two exemptions, would pay $990, a $243 difference. The difference goes up with

irccre, to $542 at $20,000, for example.

This penalty that a head of household pays-based not on the number of mouths

to feed but on marital status alone--may not seem like a lot of money to the

average two-parent family, whose income is more than twice that of the single

parent. But it's a lot to single parents, who are rapidly comprising the poverty

population in this country. The Earned Tncome rredit to which a single parent

,uld be entitled if he or she earned less than Sl0,000 a year helps somewhat. But
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again, a look at the tax tables reveals that the difference between the married

couple is alleviated by the Earned Inom Credit crly below the income of

approximately $8, 700 a year. Above that level, the married couple pays less

in taxes. At $9,000 a year, the married couple with two exmptiCns pays $466.

The head of household with tw exemptions pays $620, with an Earned Incxme

Credit of $122-leaving a tax of $508 or $42 more. At $9,999 a year, the

married couple with two exemptions pays $606. The head of household with two

exemptions pays $782, with an Earned Income Credit of $3, or $173 more. Of

course, beyond $9,999 of income, the single parent is not eligible for the

Earned Income Credit at all.

In 1982, according to the Bureau of Labor Statistics, 25 percent of employed

single mthers earned less than $7,000 a year, while 15 percent earned between

$7,000 and $9,999 a year. If we add about half the latter group, who could be

said to have paid a penalty for being a single parent despite the Earned Income

Credit, to the remainder of working single mothers, about 67.5 percent of all

working.sIngle mothers paid more in taxes than the married couple with the same

number of mouths to feed. About 49 percent of all working single mothers

fall between $8,700 a year and $20,000 a year, and it is this group that is

being squeezed the hardest. They have little to no discretionary income, they

receive little to no government assistance for child care, legal fees, medical

care, and so on.

We would like to point out that these wcmen, and the men who are custodial

single parents, as well, mst maintain a home, just as a married couple does.

And because the two-person single parent family, whose tax liability we have been

cxu-aring to the two-person married couple family, does have a child in that

home, it is likely to be a more expensive cmre. In many localities, single

parents are not allowed to rent living quarters--and most lower-incare single

parents nust rent-unless they provide a separate bedroom for
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their children of each sex. A married couple with no children-two exemptions-

can rent a one-bedroom apartment. A single parent with one child-two exemptions--

must rent a two-bedrom apartment. And a single parent with a child of each sex

usually must find a three-bedroom apartment, not an easy task. We do not need

to elaborate on the costs of providing for a child in addition to living quarters--

the nutritious food, the immunizations and medical care, the child care, the

sneakers of ever-increasing size. In our experience, a child can be more expensive

to provide for, at least when it comes to the basics, than a dependent spouse.

Most single parents cannot take advantage of the IRA plans, the Keough

plans, and other adjustments to gross inomne that could drop their tax liabilities.

The term "tax shelter" is a foreign one to us. And the latest tax break in regard

to marital status, the tw-earne- couple deduction, is of no use to us.

So we can't help but feel that it is time for the single parent to get

a break as well. We are only asking that we be recognized as having to provide

a home, just like a married couple. W see no reason why children and spouses

should not be treated equally, as exemptions. But we see no reason why a spouse

should be the rationale for a larger zero bracket mwJnt.

W understand that to give us non-discriminatory treatment is expensive,

costing from an estimated $6 million in 1984 to $1 billion in 1986. But again,

the tuo-earner deduction cost from $3.5 billion in 1982 to $14.3 billion in 1986.

Increasing the zero bracket amount for heads of households would reduce the

amount of tax for the head of household with an income of $12,373 and one child,

fran $1,233 this year to $888 next year, by our calculations. The average

reduction in taxes is estimated to be $148 per return, affecting 5 million heads

of household.

We have observed a great deal of talk in Congress in recent months about the

needs of children, and children in single parent families. One way to assist these

children is to give equal tax treatment to their families. Reamder--we comprise

almost 25 percent of all Nerican families with children. We need your help now.
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MIFOFCING CHILD SUP:)OI

The issue of fairness applies as well to the provisions included in

S. 888 which would help single parents to collect the child support they

are entitled to. You have already heard the statistics about the deplorable

rate of child support collections. What you may not have heard is that the

failure to enforce child support laws in this country is a leading factor in

the alienation, depression, and loss of belief in justice that single parents

experience.

Child support enforcement officials believe that child support laws are

among the most frequently broken laws in this country. While same states do

a good job of enforcing their court orders, other states do not, and it is

the lack of uniformity in procedures among the states that contributes most

to this problem.

We ask that the federal government recognize its obligation to the children

oif this o untry by stepping into the child support arena. We enthusiastically

su : rt several provisions of S. 888 as being some of the most important steps

that could be taken.

Specifically, it is time to require all states to provide for mandatory

withholding rid payment of past due support and to provide procedures for

imposing liens against property for past due sort. Child support should be

vLewed as a debt, and more important than other debts, and the laws to collect

this debt must be made available to single parents. If we could pass just one

portion of S. 888 dealing with child support enforcement, these bw4 provisions

would be our first choice. Programs, bureaucracies, systsre, persanel-all

are meaningless without the basic laws which will allow collections.

Our next choice of provisions in S. 888 would be to allow ncn-AFDC parents

to collect their child support through the same tax interception provisions that

are available to the federal government for the collection of child support owed
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for AFMO-supported children. We do not accept the present situation in which

government can reimburse itself for welfare expenditures by intercepting tax

refunds for owed child support, yet the parents who are struggling to stay off

welfare cannot use the same procedures. It has been argued that while governmnt

can collect debts owed to government, it should not intervene in private debts.

We say that govenment has an obligation to enforce its own laws, and that

it has a special obligation to enforce laws that support children. A recent

Supreme Court opinion, regarding paternity laws in the state of Tennessee,

where children born outside marriage who were on welfare were entitled to sue

for paternity and child support until they were 18, but children born outside

marriage wIfO were not on welfare had only two years to do so, stated:

S"The State unquestionably has a legitimate interest in protecting public
renue .... Ihvwevr, the State also has an interest in seeing that 'justice

is done' by 'ensuring that genuine claims for child support are satisfied."

"...these interests are not satisfied merely because the mother is providing
the child with sufficient support to keep the child off the welfare rolls."

An important mechanism for using the federal tax refund interception

program would be the establishment of Child Support Clearinghouses where all

child support degrees would be entered, and records of payments kept. This

would ensure that accurate third-party records would show when a parent was

behind on child support payments, and would facilitate swift action. Without

third-party records, it is necessary in most cases to hold a formal court

hearing to establish non-payment. 7hose hearings cost the single parent time

and money in legal fees, and they clog up the court system. The clearinghouse

concept streamlines the system.

And additionally, we find that all the other provisions of the Exncmic

qUity Act related to child support enforcement are necessary, sensible and

needed.

Finally, there are several provisions related to retirement benefits,

profit-sharing and stock bonus plans, civil service retirement, and federal
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pay that would open up these sources of inoca to child support, alimony,

and property settlements. We are, of course, in favor of each of these

provisions because they are in the best interests of single parent families.

We point out that in each case, the amount that could be levied for the

parent of these debts would be set by the courts that have the power to

determine these awards now. All we are asking is an enforcement mechanism so

that children and divorced spouses can get the supports they are entitled to.

The exception is the provision providing a pro-rata share of the retirement

pensions of civil service workers for divorced spouses who were married for at

least ten years. This is not a new idea; similar language is already law for

the ex-spodses of CIA and Foreign Service employees. But the Civil Service

employs so many more workers that we think the benefits for single parents

would be considerable.

To conclude, we believe the Economic Equity Act serves the interests of

single parents in several important ways. Our top priorities are child support

and alimony enforcerient, child care, supports for working single parents,

and equal tax treatment. We have the responsibility for raising more than

20 percent of the nation's children. Please help us in our task by implementing

this legislation.
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Senator PACKWOOD. Let me ask you the same question I asked
some of the previous witnesses. Has your organization or your indi-
viduals in it had experience with the States being more willing if
you're on AFDC to enforce court orders than they are if you're not?

Ms. SOMERS. Yes; absolutely. Let me give you an example. I went
to court about a year ago with a friend of mine who is seeking her
back child support. She was earning an income that was supple-
mented by taking in ironing and doing a lot of babysitting, and the
judge told her that if she was able to afford to hire a lawyer, how
come she needed the money for child support. She promptly quit
her job, went on welfare, and she has received the child support
payments now, with an attorney that has been paid for by the
State and with a department that is very eager for the welfare pay-
ments to be terminated-in lieu of, or in place of the child support.

Senator PACKWOOD. Again, I understand why the States do that,
but it's a backward policy. It does not serve the end we're trying to
reach.

Ms. SOMERS. We agree.
Senator PACKWOOD. I have no other questions. Thank you so

much for being patient with what we went through this afternoon.
[Whereupon, at 3:15 p.m., the hearing was concluded.]
[By direction of the chairman the following communications were

made a part of the hearing record:]
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DIRECTOR, WOMEN'S DEPARTMENT

AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES

(AFL-CIO)

before the

Senate Committee On Finance

Washington, D.C.

June 20, 1983

Mr. Chairman and Members of the Committee:

I am Barbara B. Hutchinson, Director of the Women's

Department for the American Federation of Government Employees

(AFL-CIO), which represents over 700,000 employees in the Fed-

eral and District of Columbia governments nationwide. I am a

Vice-President of the AFL-CIO and I am pleased to appear before

you today in both capacities, and testify on economic equity

for women in America.

These hearings are a historic event for our country.

Women in America, although bearing the burdens of providing
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guidance for our family structurecommunity services, eco-

nomic contributions in the home and workplace, and the

societal education of our children have not shared equally

in the increased economic returns that our society has pro-

duced.

In 1960,, women represented 23% of the labor force. Today

women represent 45% of the labor force and by 1990 it is pro-

jected that they will represent 57% of the labor force. Forty-

nine per cent of the women in the labor force today are married

and over 70% of these women are employed at full time jobs.

Yet, women in 1981 earned a median income of $12,457 versus

$20,692 for males.

.Economic injustice in America for women is not limited

to purely income. Women in America have faced barriers to an

equal share in this economy on all levels. No value is placed

on the services that a woman contributes to the society when

she remains at home to care for the family. Although this is

considered a principal foundation of our culture, no economic

value has been placed on this contribution. Further, as stated

above, a woman who chooses to work Qutside the home suffers

by receiving less wages for the same work done by males. My

union conducted a study of females in the federal workforce

which we presented as testimony before the House of Representa-

tives last year. Our study showed that the average grade for

women in federal government is 6.26 while men were at an average
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grade of 8.33. In fact in all job categories in the federal

government, the earnings of male employees outdistanced the

earnings of females.

The bills befdre this Committee today have many pro-

visions so that I would like to highlight those that we

believe are of major importance to women.

In the area of insurance, women have been required to pay

higher premiums for less benefits based on their sex. Until

the passage of the 1964 Civil Rights Act and the 1978 Pregnan-

cy Discrimination Act, women were denied coverage for certain

benefits and paid higher premiums based on their sex. Even the

decisions of the United States Supreme Court in Los Angeles

v. Manhart 435 U.S. 702 (1978) and in Nashville Gas Company

v. Satty 3n U.S. 136 (1977) have not eliminated the gender

based discrimination in the insurance industry. We support the

passage of the provisions in this bill which will bring uni-

formity to the regulation of the insurance industry and which

will eliminate the sex discrimination which exists in the

industry today.

Day Care is another area which we believe is of critical

importance in this bill. As stated at the outset, women today

constitute 45% of the labor force. The number of working wom-

en with children has risen dramatically over the past decade.

Attachment A to our testimony shows the number of married wom-

en in the labor force today, These figures show the critical
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need for our country to address the issue of day care. The

children of our society are our future, yet child care is

left to the individual's economic ability to pay. While the

provisions of this bill will go far toward helping working

parents in this country to secure safe, adequate day care, it

is not enough. We believe that the time has come to not only

amend the tax laws to provide economic support to working

parents but also to pass legislation which will provide a

national uniform day care program which meets the needs of

.our changing society.

Finally, we would like to address the amendments proposed

in the area of retirement. These provisions caused us grave

concern. While we recognize the intent or the provisions, we

also believe that making retirement plans subject to the do-

mestic property laws of the 50 different states is not the

correct solution. It is certainly of concern to us that women

who have remained married and in the home do not suffer eco-

nomically as the result of a divorce in later years. However,

the assignment of retirement annuities through divorce actions

is not an appropriate mechanism to address this issue. The

provisions on retirement presently before the committee would

only be received by a divorced spouse under a court order in a

private retirement plan and only if the court did not issue

a different order under a government retirement plan. This

legislation could create confusion and chaos in the administra-

25-711 0 - 83 - 21
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tion of retirement plans. Further, a state court could choose

not to award the annuity. Thus the result can be different

in each state and in each divorce action. While we believe

that the intent is meritorious, we do not believe these pro-

visions achieve the objective.

For many years, representatives in the legal profession

have spoken out in support of a uniform family law to address

the inequities which result from property settlements where

one partner in a marriage has spent their time in the home.

The problem in this area is that each state family law differs

in what property is considered property of the marriage. How-

ever, no state law provides for any economic value being

placed on the homemaker's services during the marriage. This

is a serious problem and in recent years a few courts have

attempted to struggle with placing a value on the economic loss

suffered by an individual who remains out of the workplace. We

would urge you to look at legislation which would provide for

a uniform family law in this country. Although, it has been

discussed and debated in the past, no serious study has been

conducted on the subject. The retirement provisions before you

today are an attempt to grapple with this problem but these

provisions will only aggravate it.

In conclusion, we believe that economic equity for women

in this society must be achieved. We believe that a society

where women are treated as second class citizens cannot be a
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just society. The bills before you today are a step in the

proper direction. However, the proper approach to the divi-

sion of property is a serious issue which we feel will not be

addressed by making retirement plans subject to the varying

domestic laws of the states.

I thank you for the opportunity to appear before you

today.

Attachment



Not only has the labor force participation rate for married women risen dramatically
over the last 20 years, but a trend that may tell even more about our changing society is the
increased presence in the workforce of married women with children -- particularly for those
with young children 'under 6 years old) whose participation rate has Jumped from 19% in 1960
to 45% in 1980.
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Statement of the

American Federation of State, County
and Municipal Employees, AFL-CIO

This statement is submitted in behalf of Gerald W. McEntee,

President, American Federation of State, County and Municipal

Employees (AFSCME).

AFSCME's interest in each of the provisions in S. 888,

the Economic Equity Act, is based upon a number of compelling

reasons. As the largest public employees union representing more

than one million employees at the state, county and local level

as well as in nonprofit and federal agencies, AFSCME is in the

vanguard of continuing efforts to remove the gender gap which

persists in all too many programs, benefits, and laws and which

adversely impacts upon the economic well being of all too many

Americans who were happened to have been born female.

More than 400,000 AFSCME members are women. Many of them

are single heads of households with responsibility for the care

of their children or other dependent relatives. All of them will

gain a greater degree of fairness and equity upon the enactment

of S. 888 into law.

AFSCME applauds Senator Durenberger and the co-sponsors of

this legislation. We desire to particularly call the Conmmittee's

attention to Title II, Section 201 and Section 203, under the Dependent

Care Program.
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In 1981, Congress replaced the previous flat rate credit

for dependent care with a sliding scale that placed the maximum

benefit of the credit on low-income households. The scale now

allows a 30 percent credit for work-related dependent care costs

up to $2,400 for taxpayers with incomes of $10,000 or less, or

a maximum credit of $720. The credit is reduced by one percentage

point for each $2,000 of income between $10,000 and $28,000 to

a minimum of 20 per cent. At the present time, a family

earning $10,000 would have to pay $2,400 a year for work-related

dependent care costs, or almost one-fourth of their income,

to receive the maximum credit of $720.

Section 201 -would expand the sliding scale to 50 percent

for families with incomes of $10,000 or less reduced by 1 percentage

point for each full $1,000 of income in excess of $10,000 down to

a minimum of 20 per cent for families earning over $40,000.

Currently, low income families that are required to meet

the heavy burden of dependent care costs in order to keep working

face two serious problems with regard to the dependent care

tax credit to which they are entitled. On the one hand, many

of them are either not aware of this tax benefit or, if they are,

do not bother to go through the seemingly awesome process of

completing the 1040 long form as they are now required to do

in order to claim the credit. On the other hand, for many who

do file, the tax credit is a sham if they do not have a tax
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liability or if the amount of their tax credit is greater

than their liability.

Section 203 addresses this patent inequity by making the

tax credit refundable.

Moreover, Internal Revenue Service is responding in a

positive way to recommendations from AFSCME and a large number

of other organizations to remove the current barriers which

discourage low income families from applying for the credit. It

it our understanding that beginning with the 1983 tax year, it will

be possible to claim this credit on the 1040A short form that is

virtually universally used by low income families.

We need to take a look, Mr. Chairman, at the strong case

that supports the enactment of these crucial provisions.

First and foremost there is the pervasive argument of

economic justice and fairness.

AFSCME does not dispute the fact that the liberalization

*of the work-related dependent care tax credit and the refundability

authorization will increase tax expenditures during this period

of alarming budget deficits. The estimated cost is about $600-

$800 million.
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But there is another side to the coin.

The principal beneficiaries of these provisions will be

working mothers who are now in perilous economic circumstances

because of the high cost they must bear for the care of their

pre-school and school age children or for the care of their

elderly parents and other relatives. They are all taxpayers

and they repel at the notion that economic necessity may some

day compel them to throw in the towel and to deal with their

dependent care problem by quitting their jobs. The specter of

AFDC and the unacceptable state of dependency it involves looms

too close for many of them. And, for many of them, the haunting

realization that their financial condition forces less the ade-

quate care for their dependents while they are working further

erodes their resolve to keep going.

Consider these facts:

- Over half of all children have mothers in the labor

force, including almost 46 percent of preschool children.

56.5 per cent of women with children between the ages

of 3 and 5 and 45.6 per cent of women with children under age 3

are working.

- One in five children is growing up in a one parent

family.

One third of these families, most often headed by women,

live below the poverty level.
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- Eighty per cent of all persons over 65 have at least

one surviving child who is being called upon to take more

responsibility for their parents.

One in ten middle-aged women between 45 and 65 has

responsibility for older relatives.

One out of eight retired women in 1975 said that they

retired because they were needed at home to care for dependents.

- There are more than eight million severely disabled

adults who are living in families with at least one other adult.

- As many as 6 million children 13 years old and under may

go without care for significant parts of each day while their

parents work.

- The average monthly cost for comprehensive child day

care is $250 per child.

- The average monthly cost for skilled nursing home care

is $850; for intermediate care it is $700.

- Since 1981, federal funding for Title XX - the major

program which supports child care services and services to

enable disabled persons to remain in their homes - has been reduced

by more than 20 per cent below the previously authorized level.

As a consequence, thousands. of working mothers have been denied



324

subsidized child day care benefits and services to the home-

bound have been sharply reduced or eliminated.

Simply stated, the other side of the coin is that, in

both the short and long term, the provisions in Sections 201

and 203 are clearly cost effective measures.

By improving the economic circumstances of working wbmen

who are caring for dependent and disabled relatives, these

provisions would lessen substantially the drain on the Medicaid,

Medicare, and public health programs for the exhorbitant.

costs of institutionalization of this high risk group.

Similarly, the ability of low-income working women whose

children require child care services to continue working would

become considerably less tenuous as would their prospects of

becoming applicants for costly public assistance support. In

addition, the additional tax break they would derive would make

it possible for many of them to improve the quality of care their

dependent relatives are receiving currently, thereby stabilizing

their family condition.

AFSCME urges the Committee to approve these vital provisions

that we have addressed. On the basis of sound, economic policy

and on the basic of fairness, they need to be enacted into law.
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STATEMENT OF THE AMERICAN SOCIETY OF PENSION ACTUARIES

The American Society of Pension Actuaries is a national professional society whose

Z00O members provide actuarial, consulting and administrative services to approximately

30% of the qualified retirement plans in the United States. Most of our members

provide services primarily to small plans. Our views with respect to some of the major

provisions of S.19, The Retirement Equity Act of 1983, and S.888, The Economic Equity

Act of 1983, are discussed below.-

We oppose the provisions in S.19 and S.888 which lower the age at which an employee's

services must be taken into account for participation purposes from 25 to 21. Such a

provision will significantly increase administrative costs by requiring additional plan

recordkeeping (and actuarial calculations in defined benefit plans) for employees in a

high turnover group, as well as requiring plan amendments. Since it would create an

additional disincentive to maintain or start a qualified plan by increasing administrative

costs, while generating a minimum amount of additional benefits, we believe it would

be counterproductive to its intended objective to increase participation in employer

sponsored plans.

With respect to our comment about generating a minimum amount of additional benefits,

we quote, in part, from material prepared on S.19 and 5.888 by the Employee Benefit

Research Institute:

"In May 1979 there were 11.1 million workers between twenty-one and twenty-

four; 5.. million worked for an employer who did not have a pension plan.

Another 2.6 million, or 23.4 percent, were already participating in a plan but

had not yet vested. Slightly more than 1.1 million, or 10.3 percent, had already

vested in their current employer's plan. Only about 1.2 million workers twenty-

one to twenty-four years old were working for an employer with a pension in

which they were not yet participating and would become participants if the age
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of participation were reduced to twenty-one. Reducing the ERISA participation

standard to age twenty-one in 1979 would have increased the pension participation

rate among women by only 1.4 percent and among men by .8 percent. Those

who would vest under an age twenty-one standard would likely vest under current

law. And, due to the aging of the baby boom, the number who would benefit

from age twenty-one participation is getting even smaller. By comparison, newly

qualified pension plans have given participation to more than twice as many

people, both men and women, in each of the last four years.

We oppose the provisions in S.19 wnich would change the break-in-service rules for a

worker on maternity or paternity leave, and the provisions in S.888 which provide for

service credits for maternity or paternity leave. The break-in-service rules under

Section 411 of the Internal Revenue Code are adequate to deal with maternity and

paternity leave and these new special rules would create additional administrative and

funding costs, as well as the costs involved in making necessary plan amendments.

Furthermore, they would create a precedent for additional exceptions in other leave

of absence situations which may be deemed particularly worthy, such as leaves for

extended charitable work or further education.

We have some reservations about the provisions in S.19 and S.888 requiring the consent

of the non-employee spouse to the election out of the joint and survivor annuity option

by the employee spouse. Our reservations center around our reluctance to have the

government interfere with the relationships between spouses. Because of our

philosophical concern, we suggest that consideration be given to substituting a

notification requirement for the consent requirement so that an individual will know if

he or she cannot rely on the availability of a survivor annuity from the spouse.
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We support the provisions in S.19 and S.888 which permit accrued pension benefits to

be subject to property divisions pursuant to state domestic relations proceedings but

prohibit alteration of the effective date, time, form, duration or amount of payments

under the plan. We believe this is a needed clarification of the law which will remove

uncertainty as to the division of accrued pension benefits in divorce or separation

- situations.

We strongly support the provisions of S.19 which would increase the involuntary cashout

ceiling from $1,750 to $3,500. It is costly administratively to retain relatively small

amounts of deferred vested benefits in plans for long periods of time and this increase

will provide needed flexibility.

We strongly oppose the provisions in S.888 (not contained in S.19) which ban the use of

sex based mortality tables in determining benefits under insurance and retirement

contracts. Extensive testimony has been presented in the course of hearings on S.372

and H.R.100, which have provisions analagous to those in S.888, to show the tremendous

cost to the retirement plans that would result from banning the use of sex based

mortality tables in determining benefits. We suggest the Finance Committee closely

examine the record developed on this matter at these hearings.
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May 20, 1983

The Honorable Robert J. Dole
United States Senate
Washington, DC 20510

Dear Senator Dole:

I am writing to express my opposition to certain provisions
:and S.848,.due to be the subject of hearings before the

Senate Finance Committee on June 20-21. As a woman, I applaud
any efforts to equalize retirement benefits for members of my
sex. However, as an employee benefits specialist who has first-
hand knowledge of the impact upon employers of ERISA, ERTA, MPPAA,
and TEFRA, I must express my concern about the threat that this
steady stream of legislation, including S 19 and S 888, presents
to the survival of the private retirement system.

As you know, retirement security in the United States has
traditionally been predicated upon the concept of the "three-
legged stool": retirement benefits are-to be provided through
private retirement plans, individual savings, and, to a lesser
extent, Social Security. At a time when the future of Social
Security is certainly in question and individual savings are low,
it makes absolutely no sense to continually impose unrealistic
and, in many cases, unnecessary burdens upon those employers who
maintain retirement plans for the benefit of their employees. I
refer specifically to the provisions in S 19 and S 888 that would
.lower the allowable minimum age requirement for plan participa-
tion from 25 to 21. Experience has proven that turnover is
highest among all employees (men and womqn) under age 25--this
was the ratiQnale for setting the minimum age at 25 in the first
place. Mandating that employees in the 21-24 age bracket be
covered under their employer's retirement plans will not only
cause a direct increase in the expense of such plans, but will
also add to the already heavy administrative burden on these
employers. The irony is that most women Under age 25 are probably
less concerned with their retirement--which is some 40 years
distant--than with the more immediate object of receiving equal
pay for an equal day's work. An even bitterer irony is that
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reforms such as those in S 19 and S 888 and TEFRA's pension-
related provisions, which are literally undertaken in the name
of "equity," will undoubtedly cause thousands of employers to
terminate their plans entirely.

I am sure I am not alone when I say that I am annoyed and
alarmed by the Federal Government's increasingly pervasive
intrusion into the private sector. It is time for our elected
representatives to realize that employers have just about had
their fill of federal regulation of their retirement plans. If
the Congress persists in imposing excessive and unreasonable
requirements on these plans, it may very well succeed in kicking
out from under the American people the sturdiest leg of that
already wobbly three-legged stool.

I urge you to seek the elimination of the minimum age require-
ment from S 19 and S 888.

Very truly yours,

Katherine K. Neumann

Legal Assistant

KKN/baw
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May 13, 1983

EDMUND J O BRIEN
OF coUNSEL

ALSO FLA

Senator Robert Dole
United States Capital Building
Washington, D.C. 20515

Re: Senate Bill 19

Dear Senator Dole:

As an active practitioner in the Pension and ERISA community,
I respectively submit the following comments with respect to
Senate Bill 19, before the First Session of the 98th Congress,
which I understand you sponsored.

Section II. Lowering of Age Limitation
For Minimum Participation Standards

This section of the Retirement Equity Act of 1983 would
operate to further the apparent philosophy behind the Tax Equity
and Fiscal Responsibility Act of 1982 by providing for "manda-
tory" participation of employees who have concluded one year of
service and have attained the age of 21 (as opposed to age 25).
Since this age stratum typically would not consist of "key
employees", it appears that the company's contribution will be
distributed to a greater extent to non-key employees. This
would especially be true in a profit sharing plan setting. As
a practitioner, I do not see this provision as causing undue
hardship in terms of administration of pension or profit sharing
plans. However, from a business standpoint, in a defined bene-
fit or money purchase plan setting, requiring further participa-
tion among non-key employees would make the plan more costly
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(especially where there are a greater number of younger employees,
for example, in the retail sector) and may make it costly enough
so that the principals would decide not to adopt the plan in the
first instance.

Section III. Certain Materni.ty or Paternity
Leaves not Treated as a Break in Service

While I am personally in favor of the policy considerations
behind this section of the Act, I am concerned that -f such leave
of absence is not considered a break in service, certain plans
may not permit the early distribution of vested, earned benefits
when in fact the participant has no desire to return to work
after the birth of his or her child and needs his or her sever-
ance benefits immediately. Consequently, I respectfully submit
that this section provide that such absence shall be treated as
hours of service solely for purposes of determining whether a
break in service has occurred, at the election of the affected
plan participant.

Since this section of the Act only deals with when a break
in service occurs and would not result in additional vesting or
benefit service, it seems to me that the affected participant
should have a choice, especially where the timing of the sever-
ance benefit payment may be deferred due to this provison.

Section IV. Spousal Consent Required For Election
Not to Take Joint and Survivor Annuity;
Divorces After Annuity Starting Date

I

Amending 29 U.S.C.1055(e)(2) so to require spousal consent
to an election not to take a joint and survivor annuity as the
normal form of benefit poses many problems. First, it could
become an administrative nightmare as it is difficult enough to
obtain informed consent from participants. Second, where the-
participant would prefer a straight-life annuity, it could foster
marital discord. Third, it seems to me that requiring spousal
consent in a situation where the participant desires to elect
out of the joint and survivor annuity form and the participant's
spouse will not consent to such an election, amounts to a taking
of property without due process of law in violation of the fifth
and Fourteenth Amendments of the Constitution of the United States
of America. It is my belief that, except possibly in a divorce
context, an individual's earned pension benefits are his. This
is especially true as it relates to previously accrued benefits.

25-311 0 - 83 - 22
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If this section of the Act was adopted, it is my belief
that accrued pension benefits would be carved out from other
family assets and treated as community property even in non-
community property states. It does not seem fair to treat pen-
sion benefits different from other earned, non-deferred income.

I am totally in favor of that section of the bill which
amends 29 U.S.C.1055(d) so to provide that a plan shall not
satisfy the requirements of section 205 of ERISA unless the plan
treats an individual who is the spouse of a participant on the
annuity starting date and who survives the participant as if
such individual were the spouse of the participant on the date
of death of the participant whether or not divorced after the
annuity starting date. While I can anticipate much discontent
from the insurance industry, this change seems most appropriate.

Section V. Special Rules For
Assignment in Divorce, Etc. Proceedings

This section of the Act apparently codifies the "trend" in
case law which treats future pension entitlements as a part of
the marital estate. While in theory, such benefits are not pay-
able until the occurrence of some future event (for example,
death, retirement or disability) many companies provide pension
and retirement plans in lieu of additional compensation and
consequently the policy of this section of the bill seems consis-
tent with the trend to broaden the elements of what comprises
the marital estate. (In this instance, treating pension benefits
as earned(albeit deferred) income or as an investment.) As a
practitioner, I find the proposed amendment to Section 401(a)
(13) (C)(i) to be extremely troublesome in that it states "the
total amount of benefits which may be assigned or alienated by
reason of Subparagraph (B) shall not exceed the amount of the
accrued benefit of the participant or beneficiary." [My emphasis
supplied] When is the accrued benefit determined? At the time
the divorce decree is entered? Sometime subsequent to that?
What is an accrued benefit? How is it determined in a defined
contribution plan setting? Should not the amount of the accrued
benefit be limited to what has accrued prior to the entry of a
divorce decree if, in fact, the policy is to broaden the concept
of "marital estate"? If the concept of accrued benefit is
defined to be benefits accrued, assuming the participant con-
tinues in the employ until reaching retirement age, what about
protecting the rights of any "new" spouse.

I respectfully recommend that this language be redrafted so
to further define the term accrued benefit. In all other res-
pects, my personal observation is that this change in ERISA is
basically fair ano reasonable.
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The provisions dealing with the tax treatment of divorce
distributions in treating them as lump-sum distributions
eligible for rollover treatment seems fair and should not pose
any undue burden on the profession.

Section VI. Increase in Allowable Mandatory
Distribution From $1,750 to $3,500

I am certain that the pension industry would welcome this
change as it is more in tune with the financial climate of the
1980s and would alleviate a great deal of paper work.

I hope that these comments are helpful to you. While my
suggestions might seem overly critical, my concern is in the
practical affects of these changes and on administering pension
and profit sharing plans. I thank you for your efforts in
attempting to bring the retirement laws up to date in terms of
developing case law and the financial climate of the 1980s.

Respectfully submitted.
' < .4) C""...

Marc R. Garber

MRG/cam

cc: Senator John Heinz
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1725 K Street, N.W., Suite 1211. Washington, D.C. 20006/1202) 659-0565
GROWING WITH YOUNG PEOPLE FOR 72 YEARS

June 1, 1983

The Honorable Robert Dole
Chairman
Coninittee on Finance
207 Dirksen Senate Office Bldg.
Washington, DC 20510

Dear Senator Dole:

Camp Fire, the 74-year-old national youth-serving organization, urges you to
include Sections 201 and 203 of S. 888, the "Economic Equity Act," in the
Fiscal Year 1984 revenue package.

Sections 201 and 203 of S. 888 would
Care Tax Credit. The Dependent Care
many family members who work outside
ments for the care of their children

amend the provisions of the Dependent
Tax Credit offers assistance to the
of the home and who must make arrange-
or elderly or handicapped dependents.

Section 201 would allow for a 50 percent tax credit for work-related
dependent care expenditures, rather than the current 30 percent limit.
Section 203 would make the Dependent Care Tax Credit refundable so that
those families whose incomes are too low to have tax liability could have
access to the credit.

These provisions would help many families to meet the needs of their young,
elderly, or handicapped dependents. They would enable many of those who
could not previously afford dependent care to work outside of the home.
They would also reduce the use of more costly institutional care.

Thank you for your support. Please let us know if you would like more
information, or if Camp Fire can be of help to you in any way.

Slncerelf

rnold . Sherman

National Executive Director

(rs.) Walli H. KMores
Washington Representative



335

S.888, Title I, Section 109, "Reforms Relating to Spousal Benefits under
Civil Service Retirement" July 5, 1983

Members of Civil Service Spouses for Equity wish to thank the Finance

Committee for inviting their testimony on S. 888. We appreciate the opportunity

to inform the Committee on the circumstances faced by spouses of Federal civil

service employees and to express our views on Title I, Section 109, "Reforms

Relating to Spousal Benefits under Civil Service Retirement," of S. 888 which

the Committee is considering. I will begin with some facts about our

organization and membership and then discuss problems in the present law and the

need for reform of the Civil Service Retirement System. In conclusion, I will

offer an analysis of the economic impact of the proposed legislation and

recommend additional actions that are needed.

Civil Service Spouses for Equity

Civil Service Spouses for Equity (CSSE) was organized in late 1982 to

improve retirement income, health insurance coverage, and protection as the

beneficiary under the Federal Employees Group Life Insurance (FEGLI) program for

spouses of Federal civil service employees. Our membership has grown to 205

individuals nationwide. The median age of our members is sixty (60) and our
1

youngest member is forty (40). Over 98 percent of our members are women. They

are part of the aging population and they now experience or anticipate an

impoverished retirement.

ICSSE is conducting a survey of its members. These data and other on .3SE
members used in this testimony are based on preliminary returns and analysis.
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Civil Service Retirement System and Spousal Benefits

Women who are married or have been married to Federal civil service

employees build no protection for retirement income as homemakers. They are not

entitled to any share of the Civil Service Retirement System (CSRS) annuity

earned by the employed spouse unless their spouse dies while still married and

still employed. If the employee retirees, he may elect survivor benefits and he

elects the amount of these benefits. There is no provision for a divorced

spouse unless a share of the annuity is awarded by a court, but this ceases upon

the retiree's death. Yet the CSRS annuity is usually the largest asset owned by

a married couple. The average male civil service employee who retired in 1982

will receive $284,575 as an annuity from the CSRS.2 The fact that widows,

divorced widows, and divorced spouses are not entitled to the share of this

annuity for which contributions were made during their marriage

disproportionately affects their lives.

The Divorced Widow

Mrs. Alma A. of Virginia, a 66 year old divorced widow,
receives Supplemental Security Income, food stamps, and Medicaid
after 36 years of marriage. At the time of the divorce, the
retiree agreed and the court ordered that she would receive
survivor's benefits. Federal law, however, does not permit this.
After 36 years of marriage in which Mrs. A. never worked outside
the home and was a dependent of her husband, she knows the
humiliation of receiving public assistance rather than a pension
earned by her work in the home.

2 This figure is derived from the average monthly annuity of a male

retiring in 1982 multiplied by his life expectancy. The average male
monthly annuity in 1982 was $1,303 and the average age was 59.8. The
life expectancy for a male at age 59 is 18.2 years. Life expectancy is
1979 data, the latest available. Data was provided by the U.S. Office of
Personnel Management and the U. S. Department of Health and Human

-Services.
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Mrs. Ega B. of Oklahoma married for 36 years from 1937 to 1973, sees
the annuity earned during her marriage to a Federal employee paid to
his second wife to whom he was married for only three years before
his d~ath. Federal law stipulates that if a marriage lasts for one
year, the widow will receive the survivor's annuity. The result is
that spouses of relatively brief marriages receive the entire
survivor's annuity while the former wife of a lengthy marriage
receives nothing.

In cases where the former spouse dies prematurely, the situation is equally

bleak for the divorced widow. Often she must continue to maintain a home for

herself and late adolescent or young adult children though the income they were

awarded by 'the court stops.

A retiree committed suicide ending the child support and
alimony payments to his former spouse of 22 years. Mrs. Frances S.,
the divorced widow was forced to sell her Long Island home and
relocate to another part of the country. In a few years at age 62,
all she will have is a small social security benefit she earned

- before her marriage.

Mrs. F. of Maryland in her early fifties, maintaining a home
and educating three young adult children born of the marriage, must
manage on a reduced income after the former spouse committed suicide
and alimony ceased. All survivor's benefits are paid to the
employee's third wife of a childless marriage.

An employee was killed three months after a divorce. His
contributions to the annuity were paid to his grown sons. The
divorced widow, Mrs. Mary #., has undergone heart surgery and is
uncertain about her ability to continue working. She is in her late
fifties and was married for more than 30 years.

In another case, the survivor's annuity is paid CC the
childless second wife who is one year older than the deceased
retiree's oldest son of his first marriage. The divorced widow,
Mrs. Jean R. of Virginia, in her middle fifties receives nothing
while she continues to maintain a home and educate the two sons of
her marriage to the Federal employee.

3 If a child has been born of the marriage, there is no length of marriage
requirement. However, unlike Social Security, a divorced widow caring for minor
children of the marriage does not receive the employee's annuity.
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The Divorced Spouse

Women who are receiving alimony or a share of the annuity under a divorce

decree live with the constant fear of what will happen to them when their former

husbands die. They express this fear in letters written to us from throughout

the country.

Mrs. Margaret C. of Maryland, in her middle fifties, diagnosed
for cancer, knows that her few assets will dwindle quickly when her
income ends at the retiree's death.

Mrs. D. of California, a 65 year old woman, is being divorced
by her 75 year old husband after 30 years of marriage. She faces an
old age without adequate income. If her husband dies one day after
the divorce, she will receive nothing from CSRS. She has found work
at the minimum wage in a retail store and will receive only the
minimum social security benefit she earns in her own name.

The Divorced Spouse and the Labor Market

Fifty-five (551 percent of the respondents to the CSSE questionnaire are

employed. They range in age from 40 to 69. Can they expect to earn an adequate

retirement from their own employment? Older women who divorce and reenter the

labor force face formidable obstacles in achieving satisfactory current earnings

and retirement benefits. Their breaks in services of ten, twenty, or thirty

years affect the salaries they can earn. They are the lower-paid workers

because of their lack of recent skills and experience and their opportunities

for promotion are small because of age discrimination. Times of high

unemployment such as the United States now -is experiencing aggravate these

conditions. Their small earnings are stretched to provide for their children's

needs. Any assets they received as part of a divorce settlement are used to

supplement their wages and are exhausted quickly. There is no money left to put

aside for retirement. They realize that the years spent caring for children and

a husband make them less competitive in the labor market, but they cannot stop

caring.
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A 44 year old woman, Mrs. Mary P. of Maryland, is supporting
five children on the salary earned as a clerical worker after the
father, a highly-paid Federal employee, abandoned the family. She
must supplement her income with assets received from the sale of the
couple's home. She, also, cares for her 83 year old mother.

Mrs. Mildred H. of Maryland, 66, was married for 42 years and
has a modest salary. She must work as long as possible so that she
can save the share of the annuity she is now receiving to provide
for herself when the retiree dies and she is no longer able to work.
She wants to avoid becoming dependent on her daughter.

A woman, married 26 years and mother of two children, reentered
the labor force at age 49. Her low salary required her to live in
subsidized housing while the retiree received an annuity based on
thel highest salary paid to Federal employees.

These women cannot foresee a time when they can retire and comment, "I'll

have to work as long as I can." But they know that a severe illness or,

eventually, age will force them to quit working. And when they do, the years

they spent in homemaking and child-rearing will not count toward their

retirement benefits.

Social Mores

The women who are members of CSSE have not been vagrants or slothful. They

performed the tasks and fulfilled the role assigned by society and desired by

their husbands. Until recently, social mores dictated that a wife and mother

remain at home caring for the wage-earner and children. Reliable methods of

birth control such as the oral contraceptives were not available during their

child-bearing years and day care centers did not exist. Even if a woman

overcame these hurdles, employers were unwilling to hire married women and

mothers. Along with their family responsibilities, they often devoted their

energies and abilities to community service. Spousal Individual Retirement

Accounts were not available. There was no way they could provide independently

for their retirement income. Their lives were productive and responsible, but

they are penalized in their late years for this.
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S. 888 and H.R. 2090

Title I, Section 109 of S. 888 and H.R. 2090, the Economic Equity Act, and

H.R. 2300 have been introduced in the Congress to prevent additional women from

suffering these experiences. This legislation provides that a pro rata share of

the annuity can be %warded by a court to a spouse when the couple divorces. It

stipulates that the pro rata share cannot be more than 50 percent of the

annuity. The pro rata share is based on the number of years of marriage which

coincide with the years of CSRS coverage. It makes survivors' benefits

automatic so that a wife does not find that her income ends upon her husband's

death and so that a divorced widow continues to receive the share that was

earned during her marriage. This legislation recognizes the worth of the

homemaker's contribution to the marriage.

Costs

S. 888, Title I, Section 109, mandates that a pro rata share may be awarded

to the spouse of a ten year marriage. This legislation distributes the annuity

payments in a different way from existing legislation. The annuity will be

divided between spouses rather than paid to one individual. In this respect, it

does not increase the cost to the CSRS. These provisions will apply to

individuals who divorce after enactment and will not incur additional costs for

the system. Some administrative costs would be incurred.

Those provisions of S. 888 which apply to individuals divorced before the

enactment would increase costs slightly to the CSRS in that these women are not

receiving an annuity at present. These provisions apply in narrowly defined

circumstances and to individuals who were dropped from CSRS when they divorced.

The legislation restores eligibility to these individuals and the costs

associated with that. Generally, they are older women and their number will

diminish over time.
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Recommendations

Civil Service Spouses for Equity urges the Committee to recommend prompt

passage of this legislation so no additional women will suffer the financial

hardships that I have described and know the painful realization that she is

deprived by the United States Government for her work as a homemaker and

caregiver. Spouses of civil service employees deserve the same financial

security that is provided for spouses of other Federal employees and for the

majority of Americans through Social Security. Over 2.5 million individuals

are affected by this legislation. Swift legislative action will provide

protection for the largest number of women. The provisions in this legislation

which pertain(to individuals already divorced and experiencing these hardships

are limited. Though excellent ii. themselves, the majority of women who are

divorced from civil service employees will not be helped. Women such as a

divorced widow who was married for 36 years will continue to eke out their

existence after a lifetime of commitment to marriage. We ask that some relief

be given to their circumstances. CSSE has developed recommendations on ways

that the Federal Government could alleviate the hardships of these women and

recognize the contributions they have made to their marriages and to society.

4 This figure is derived by multiplying the number of Federal employees. and
retirees by 95 percent and, then multiplying that figure by 62 percent.
Ninety-five (95) percent is the marriage rate for U. S. citizens and 62 percent
is the percentage of marriages which last for ten or more years. There are 4.4

- million Federal employees and retirees. (4.4 x .95 - 4.18, 4.18 x .62 - 2.59).
Data were supplied by the U. S. Office of Personnel Management and the U. S.
Bureau of the Census.
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These are:

1. An annuity based on the years of marriage which coincided with the

years of employment by the spouse under CSRS would be paid when the former

spouse reaches the age at which a former spouse is eligible for Social Security

benefits.

2. Former spouses of civil service employees would be permitted to

establish Individual Retirement Accounts post facto for each year as a homemaker

in which they did not earn coverage trder any public retirement systemI A

refundability credit would be given to those women whose income falls below a

specified level or who are not able because of lack of earned income to open an

IRA.

3., A court order designating a spouse or former spouse as beneficiary

under the Federal Employees Group Life Insurance policy would be enforced by the

Office of Personnel Management.

4. Divorced spouses would be given preference points as displaced

homemakers for Federal positions. Many women moved to centers of Federal

employment with their husbands and seek Federal employment as they try to build

an independent livelihood after a divorce.

5. Child support or past due alimony which is owed to a former spouse

because of abandonment or death would be paid from the CSRS.

Submitted to the Committee on Finance, United States Senate.
July 5, 1983.

Florence Key Foss
President, Civil Service

Spouses for Equity
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STATEMENT OF THE

CITIZENS' COMMISSION ON PENSION POLICY

ON THE

RETIREMENT EQUITY ACT AND ECONOMIC EQUITY ACT

JUNE 20, 21, 1983

We are writing to voice our support for the

Retirement Equity Act and the Economic Equity Act.

Both bills represent important first steps in

correcting the special pension problems faced

by women. -
The Citizens' Commission on Pension Policy

is composed of pension losers and the families

and friends of workers who have suffered the

inequities of pension law. It was formed in

1978 to educate the public and to represent

individuals hurt by unfair pension practices.

The Co-mmission believes adequate retirement

benefits are essential to ensure a sufficient

living for all older Americans.

The Commission has developed a series of

guidelines we believe would achieve a fair

national pension policy. Two of our guide-

lines address the inadequacies of pension

law as it pertains to women. They are as follows: --

1. A wife whose husband dies after earning
a pension should automatically receive
survivor benefits.

2. Pensions should be considered joint
property, to be divided in divorce
settlements.

We support those provisions of the Retirement
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Equity Act and the Economic Equity Act which further those goals.
The Citizens' Comission on Pension Policy also believes that
workers should receive a pension benefit for every year worked, that
social security should not be used to reduce or eliminate pension
benefits in any way, and that people should have a right to transfer
money from their pension plan to another retirement account when they
change jobs. There should be complete "portability;"

The need for change is compelling. We can recite a litany of
horror stories like the one told us by Gloria DeSantes during a
Comission conference. Her husband died after working 33 years for
the same company. Had her 52-year-old spouse died at 55, Gloria
would have received widow's benefits. Her situation is a common one.

The Retirement Equity Act and the Economic Equity-Act are
important first steps toward assuring women equal pension rights.
Please support both bills so men and women alike can reap pension
benefits. We ask you not to stop half way regardless of the political
pressure you may face. We ask you to remember that it is the American
worker and tax payer who has been unrepresented in policy-making
decisions and who must ultimately pay the cost of the retirement
income system. We also ask you to remember that pensions are for

people.
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M~rs. Edafla A. Dtivfi
2756 N. 89th Street

Mifw .tk,,, W\\. 53222

June 10, 1983

The Honorable Senator Robert Dole
Chairman of the Finance Committee
U.S. Senate
SD-221
Washington, D.C'. 20510

Re: Senate Committee on Finance
S.19, The Retirement Equity Act of 1983 &
S.888.The Economic Equity Act of 1983

.ear Senator Dole:

The following is a copy of a letter I wrote the Pension
Rights Center, 1346 Connecticut Avenue NW, Room 1019,
Washington, D.C. 20036 (Ph. 202-296-3778), who sent me
a copy of Press Release No. 83-134 on the referenced.
The letter itself will declare that I cannot be present
to testify, but wish to get my case called to your
attention. I received their notice late Thursday, June
9, 1983, so the best I can do Is to hope you receive
this in time for the hearing and incorporate it somehow
into your records. I am severely and permanently
handicapped and there is no way I can personally travel
to testify.

Letter sent to Pension Rights Center (address above) by
Pension Facts, Du Pont Circle Bldg., Washington, D.C.
20000, to whom my letter was originally addressed and
written on 4/30/82 follows:

Re: Pension Problems

Enclosed are three memos. Handwritten memo of my late
husband Joseph B. Davlin (died 6/4/77), a letter from
the Administration Board of the Transport Employee's
Pension Plan (please note R.R. Teschner, Attorney, was
on this board), and a letter from R.R. Teschner, Attorney,
(in which he cites conflict of interest since he was my
attorney and attorney for the Transport Co.'s Pension Board
and threatened I would in effect have no income and no
money to fight the ruling of the Pension Board, since it
would take 15 years and have to go to the Supreme Court).
Under this threat and no money coming in I was in my good
conscience coerced into signing both letters. Consequently
my pension of $501.44 terminates 6/30/87. My husband
worked for the Transport Co. for 39-plus, or a couple
months short of 40 years. In that time he paid into
the pension plan and according to his interpretation
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on 1/1/76 were he to die his spouse (myself) would be
entitled to full widow's benefit of $4,400.00 per annum
for life.

As you can see, I was literally forced to sign for Plan
B ($501.44 for 10 years per month) or nothing. Now, the
President of the Transport Co., H. M. Mayer, and the
Vice President, G. C. Larson, were the partners who
literally came to my home before Joseph was interred with
Attorney R. R. Teschner and assured me he was a competent
attorney, and having entertained them and their wives at
our home, I trusted their selection of an attorney. They
knew Attorney Teschner was on their Pension Board. I did
not know. Mr. Teschner also knew he was on their Pension
Board. I did not know. I have never seen the Plan my
husband signed. That was denied me. I was merely told that
had he lived one month longer I would have qualified under
Plan A. Or, had he had a complete physical examination I
would have qualified (had the physical been within the
last year of his life). Obviously, since he had no
complaints and had an excellent bill of health in 1970
upon complete physical exam, and was on no prescribed
medication, he just didn't see a physician.

My husband was the Vice-President and Comptroller of the
Transport Co. Since his death, burial, etc., I have heard
nothing from anyone for whom he worked 40 years of his
life. I do have some minor league Transport Co. friends
who hold a great grudge due to the way in which their
retirement and pensions were handled and one late spouse
who was told her husband didn't live long enough for full
pension (he was a close friend of my husband all the
years my husband was with the company) and angrily she,
like me, feeling coercion and strain signed to receive
less benefits. I, however, do not wish to implicate
her in this memo since she told me in confidence and
seems content as she expressed to me she "is too tired
to fight anymore".

You know, I haven't got money to investigate any of this,
nor am I physically or emotionally prepared to take on
the upper eschelon. I just feel I've been had and your
request for this information came to my attention through
a friend who saw "The Today Show", Channel 4, with Phil
Donahue.

If you need more information I'd almost have to talk with
someone about it. If you are in a position to help
legally and financially, I'd be interested in hearing from
you. I do not wish to underwrite any expense of such an
investigation because, quite frankly, I'm physically
handicapped and am financially unable to afford such an
undertaking.

Merely, V -v

Mrs. Edana M. Davlin
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Enclosures,
3 copies of 3 memos
1 Self-Addressed, Stamped Envelope

P.S. My husband died at age 63. He was 17 yrs. older
than me, but we had a very happy marriage. He knew I
was physically handicapped. I will be 51 years old
June 8, 1.982. You can readily appreciate my concern.
Thank you.

End of Letter Sent Pension
Facts on 4/30/82

Senator Dole, if anything beneficial comes from submitting
this letter to you with the same attachments appended to
the one above, I will be eternally grateful. With the
rate of inflation where it is, the increasing property
taxes, and the medical. expenses I necessarily incur,
a solution to this pension problem that would end up
favoring me would be nothing less than a welcomed gift
from God and His people who still care what happens to
those who have literally been had! I pray, that if
nothing can be done to help me, someone in the future
will benefit by this letter of testimony, and I will
keep my trust in the God of this great nation, America,
to provide for me and to help me to be a good steward
over what He has given me now! May you work in His
Wisdom to better situations like mine. I will always
have the treasure in my heart that I did something to
try to secure justice in this type of a case, since
I will at least have tried: I designate you to present
this testimony, or one of your choosing who is competent
to do so.

Sincerely,

Mrs. Edana M. Davlin
2756 North 89 Street
Milwaukee, Wisconsin 53222

cc: Pension Rights Center
1346 Connecticut Avenue NW
Room 1019
Washington, D.C. 20036
Attn, Anne Moss, Director

Women's Pension Project

encs. 3 & Summary attached to this letter.

25-711 0 - 83 - 23
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Summary:

1) Conflict of interest - attorney representing both sides.

2) Informed of this conflict long after attorney took over
at which time I was told I could get another attorney,

however, I would still have to pay him #13,000 to $15,000

for work done on the case.

3) He knew he represented both sides at time he took the
case. I did not know, nor did any of his associates

or executives of the Transport Company inform me, and
they knew.

4) Signed pension elections by my husband were denied
me,

5) Threatened and intimated me (see letter enclosed) as

to cost- length of time, need for Supreme Court hearing

only after lower court hearings, etc.
6) Coerced by lack of funds to pursue it to settle for a

10-year pension with no cost of living of $501.44/mo.
7) Permanently handicapped with degenerative bone disease.

Wear leg braces, use crutches and wheelchair, severe
right arm impairment. Require consistent medical and/or

surgical care. Would never be able to pursue one court
hearing after another physically or financially.

8) I've been had. I know it. It hurts. It hurts even more
to know that they have gotten away with it and charged
me a high price for their injustice to me.

9) My benefits were not calculated in accordance with my
husband's work compensation at the time of his death

but on a 1972 actuarial table. It appears to be a
contradiction of their own declared pension plan --
but some research would have to be done to prove it.

2756 North 89 Street
Milwaukee, Wisconsin 53222
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STATE OF WISCONSIN

RETIREMENT RESEARCH COMMITTEE

STAFF REPORT NO. 36 -- 1977

A REVIEW OF THE MILWAUIEE CITY

AND COUNTY PENSION PLANS

SECTION

SECTION

SECTION

I.

II.

III

SECTION IV.

SECTION V.

SECTION VI.

SECTION VII.

SECTION VIII.

SCOPE AND PURPOSE OF STUDY

THE MILWAUKEE CITY EMPLOYES' RETIREMENT SYSTEM

THE MILWAUKEE CITY POLICEMEN'S AND FIREMN'S
ANNUITY AND BENEFIT FUNDS

THE MILWAUKEE COUNTY EMPLOYEES' RETIREMENT SYSTEM

THE TRANSPORT EMPLOYES' PENSION PLAN (County)

TRANSPORT-EMPLOYEES.STATUS AND PENSION COVERAGE

OTHER AREAS OF POSSIBLE RRC STUDY

APPENDIX

Prepared by-RRC Staff
Blair L. Testin, Director
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Mrs. Edana M. Davlin
2756 N. 89th Street
Milwaukee WI 53222

Re: Pension plan problems

Dear Mrs. Davlin:

As I told you over the telephone on past occasions,
there is a problem in connection with your rights under the pension
plan of T.E.M.B.S., and the possibility that you might be included
in the Milwaukee County's pension plan as the surviving widow of
a county employee.

The problem arose when the county took over the
transport system in mid 1975 by forming a private corporation which
assumed the Transport Corporation's pension plan under which Joe
had originally selected Plan B. Shortly before his death he had
revoked "B" and elected Plan "A" which required meeting certain
conditions, to witi (a) either surviving one year from date of
election, or (b) furnishing the Pension Board with a medical certi-
ficate of such quality that he would have been able to obtain
ordinary life insurance at standard rates. Joe failed to meet
either of these conditions.

As you know, in making his election of Plan A he had
revoked his election under B. However, the Pension Board and the
Company have now taken a position, based on a legal opinion which
they obtained independently, that failure to comply with the con-
ditions necessary for undertaking Plan A, he did not effect a-final
revocation of Plan B, and Plan B was restored.
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The Company has now sent you the first check which I
understand is approximately $501.00 per month and similar amounts,
less insurance deductions, will be paid to you for a period of ten
years. °

The problem that causes the necessity for this letter
arises out of the situation under which Joe had left a memorandum
to his "probate attorney* indicating that there was a possibility
that he would be qualified for a pension under the county or state
system because of the take-over by the county.

I have consulted with corporation counsel Robert Russell
who is the head of the legal staff of Milwaukee County, and explained
the situation arising out of Joe's memorandum and discussed the
matter with him in general. He made it very clear that he disagreed
with the possibility mentioned by Joe in his memo, and stated that
in order for Joe to be deemed to have become a county employee, as
of the date of the take-over in 1975, he would have to have a
decision of the Wisconsin Supreme Court making that determination.
A determination made at a lower level would not be acceptable.

He pointed out that with Joe's salary at the date of
retirement of Approximately $37,000 per year, the maximum pension
'for a surviving widow that could possibly be obtained, and then
only by decision of the Wisconsin Supreme Court, would be approxi-
mately $90.00 a month, albeit that this would be for life. The
present value of such payments for life for you at age 56 is
$12,350.12, based on best current actuarial tables.

The arithmetic of this possibility, as contrasted to
the pension you can receive under Plan B, makes it rather clear
that you are better off financially under Plan B. However, as I
mentioned to you, there is a conflict of interest in our office in
that we represented the Transport Company prior to its take-over
and were involved in the structuring of the transfer to County
control via the private corporation route.

Therefore in giving you advice about which plan to
take we would have a conflict of interest and you should have in-
dependent counsel to confirm or challenge our advice to you. I
pointed out to you that such independent counsel could be rather
expensive. Even if such counsel took the view that Joe was a
county employee, you would have to expect litigation that would
take years to complete, and that would be extremely expensive unless
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you could get a class action started involving all of the managerial
employees of the present transit company. This latter is highly
practical, expensive and totally beyond your capacity for payment.

You would also have a waiting period during which time you would not
be receiving any pension money for your living expenses.

You indicated that you understood your rights - that
you understood that you had the right to go to independent counsel
for an opinion. However, you also understand that the practical
matters involved were such that you were willing to waive that right,
and are accepting the monthly pension under Plan B for a ten year
period from the present transit system under the plan which was
formulated by the Transport Corporation and assumed by the new -

Transit System Corporation.

In order that our records may be clear, if you agree
with the analysis in this letter, and the practical aspects of it,
please sign the enclosed xerox copy of this letter and return it
in the addressed and stamped envelope.

Very truly yours,

Richard R. Teschner

cc: Galen Larsen
Charles Poehlmann

Encl.
/a

S -- 7

~ ~ 2k.
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' ADMINISTRATION BOARD'rRAIN1,,,PO'r E MPLOY E
PENSION PLAN

3939 West McKinley Avenue Milwaukee, Wisconsin 53208
July 19, 1977

Mrs. Joseph B. Davlin
2756 North 89th Street
Milwaukee, Wisconsin 53222

Dear Mrs. Davlin:

We hereby inform you that at a meeting held on Friday, June
15, 1977, the Administration Board of the Transport Employes'
Pension Plan in accordance with the provisions of the Plen,
approved Option B as the benefit for which you are eligible.
This is the Survivor Option that Mr. Davlin elected in
February of 1972.

Although Mr. Davlin had on August 4, 1976, elected to change
-the Survivor Option to Option A(l), he did not fulfill the
requirements of effecting such change, specifically a one
year waiting period or, in the alternative, evidence of
good health. The Plan defines good health as "a condition
of health which would qualify the employe for life insurance
at a standard (normal risk) rate."

As Mr.- Davlin's beneficiary you are entitled to an actuarial
reduced monthly benefit beginning July 1, 1977, and extending
to and including June 30, 1987. Your monthly benefit has been
determined as outlined in Section 5 Paragraph 5.1 of the
Transport Employes' Pension Plan and amounts to $501.44 per
month.
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We have attached your first check in the amount of $501,44
which constitutes payment retroactive to July 1, 1977. Ef-
fective August 1977 and from that point forward all monthly
benefit checks will be mailed to your home address on or
about the seventh (7th) of each month.

You are aware that as the surviving spouse of Mr. Davlin you
are entitled to participate in our full Health Insurance Pro-
gram at a cost of $45.70 per month which includes Major Medical

coverage. Mr. Ray Boettcher, Secretary-Treasurer, T.E.M.B.S.
has indicated to us that you have paid the monthly premium
through August 31, 1977. You may continue to pay your monthly
premium in this manner or have it automatically deducted from
your monthly benefit check. Should you prefer the latter
please contact me accordingly. Any questions pertaining to
your Health Insurance Coverage should be referred to Mr. Boettcher.

Again, we are pleased to provide the benefits indicated above.
If you have any questions, please contact me accordingly.

Very truly yours,
ADMINISTRATION BOARD

TRANSPORT EMPLOYES' PENSION PLAN

Secretary-Treasurer

HNL/jl A / 4; 1

CC: R. H. Boe her
G. C. Larson
H. M. Mayer
R. R. Teschner (Attorney)

_ ~ ~ ~ ~.1 -,.-. -,d,..,, .,f. ,. ..
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June 29, 1983

Mr. Roderick A. DeArment
Chief Counsel
Committee and Finance
Room FD 221
Dirksen Senate Office Building
Washington, D.C. 20510

Re: S 888
Economic Equity Act of 1983

Dear Mr. DeArment:

We have received a copy of the Economic Equity Act of

1983 and are compelled to express the views and concerns of

the membership of this organization which represents certain

professionals engaged in the field of Domestic Relations within

the Commonwealth of Pennsylvania.

This association views several sections of the proposed

legislation favorably; however, we have serious concerns

regarding others.
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It is clear that Congress originally intended for the

IV-D program to be available for all children entitled to

Child Support whether the child received aid for family with

dependant children or not. It is also clear that the Equal

Protection Clause of the United States Constitution protects

all citizens by mandating that laws be applied equally to

all persons similarly situated. It would, therefore, be

fundamentally unfair to avail the IV-D program with the

services, benefits and protections thereunder to children

receiving AFDC while at the same time denying or applying

differently such services, benefits and protections to those

children who are not receiving AFDC. For these reasons, this

association is in favor of clarifying the congressional intent_

that the IV-D program applies equally to all children in need

of child support. For the same reason, we are in favor of

amending section 464(a) of the Social Security Act and section

6402(c) of the Internal Revenue Code so that the federal income

tax refund offset program would be available to enforce delin-

quent support orders on behalf of children not receiving AFDC.

The benefits of mandatory wage assignments of federal

civilian employees upon notification from the Court that a

support order has been entered are apparent. To that extent

this sections also favorable.
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Domestic Relations Sections within the Commonwealth of

Pennsylvania have been and are continuing to seek medical

support in appropriate cases as part of the support order.

Likewise, pursuant to applicable Pennsylvania law, support

orders routinely incorporate wage assignments as part of the

support order. Obligors are advised of the benefits of a

wage assignment and are encouraged to voluntarily have their

wages attached at the time the order is entered or upon missing

a specific number of payments. Wage assignments are also

ordered in cases where obligors failed to maintain current

payments.

Pursuant to Pennsylvania Rules of Civil Procedure Governing

Support Actions, upon motioning the Prothonotary and filing a

certification of arrearages as recorded by the Domestic Relations

Sections, an obligee may have arrearages reduced to judgment

with a resulting lean against property of the obligor. As

such, Pennsylvania obligees have a distinct enforcement remedy

concurrent with wage assignments and other enforcement and

contempt of Court remedies presently available.

As authorized by title 42, Pennsylvania Consolidated

Statutes Annotated, section 6131, et seq, entitled Uniform Act

on Bloqd Test to Determine Paternity, Pennsylvania Courts and

Domestic Relations Sections have been employing blood tests,

more specifically, the Human Leukocyte Antigen blood test as

a scientific tool in resolving those child support cases in

gJ
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which paternity is questioned. Positive blood test results

-.are also used to resolve the issue of paternity in appropriate

cases by stipulation of parties without the delay and expense

of a trial.

The above comments are offered to those appropriate sections

of the proposed act for review and consideration. However,

there remains three sections of the proposed act to which we

have serious concerns. The section involving the child support

clearing house is indeed troublesome. Title 42, section 6706(b)

of the Pennsylvania Consolidated Statutes Annotated requires

all support payments be made payable through the Courts' Domestic

Relations Sections. Pursuant to this law, the sixty-seven

Pennsylvania County Domestic Relations Sections have, for some

time, established an effective and sophisticated system of

collecting, monitoring and distributing support payments ordered

by the Court, not only for cases initiated within the Commonwealth

of Pennsylvania, but also for cases initiated by other states

under the Revised Uniform Reciprocal Enforcement of Support Act.

In fact, many of Pennsylvania's Domestic Relations Sections have

sophisticated, computerized systems which monitor and track

support accounts, distribute support payments and initiate en-

forcement processes on delinquent cases. For those Domestic

Relations Sections not requiring computerization, a comparably

effective manual systems in place. In Pennsylvania, these
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same services are applied to non-AFDC cases as well as to

those cases in which a support order has been assigned to

the Commonwealth of Pennsylvania. The imposition of the

clearing house would prove to be counter productive, unweidly

to administer and regressive. It is, therefore, respectfully

recommended that this section be deleted.

Concern further lies with the section requiring the offset

against tax refunds to collect past due support in states which

impose income taxes. Officials from the Pennsylvania Department

of Public Welfare report that that agency had investigated this

concept and learned that due to the nature of the Pennsylvania

flat 2.2 % tax only 8 % of the state population received a

state refund with the average refund being $62.00. The Penn-

sylvania Department of Public Welfare has determined that the

cost to implement and operateJa state income tax intercept

program would exceed the collection potential. This association

opposes this section for the same reasons and for the added

reason that if efforts must be put in such an unproductive area,

resources will be diverted from more effective means of enforcing

support orders.

The last section for which we have concern is that which

requires a quasi-judicial or administrative process to establish

and enforce support orders. The Pennsylvania Domestic Relations

Sections have for many years employed a diversionary system of
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establishing and enforcing support orders whereby parties are

ordered to appear before conference officers for the purpose

of resolving the support case. These procedures apply to all

cases, AFDC and non-AFDC as well as cases in which paternity

must be established. This approach-has proven highly successful

in disposing of support cases without the need of a full Court-----

hearing. The Pennsylvania Rules of Civil Procedure Governing

Actions for Support have expanded and made mandatory these

procedures. The imposition of a quasi-judicial or administrative

process without further definition and without consideration

of the present procedures followed by Pennsylvania Courts and

Domestic Relations Sections could prove counter-productive

and regressive.

This association is dedicated to improving the quality

of life for all children in need of child support by improving

the quality of services provided. It is our belief that these

sections of the Economic Equity Act of 1983 objected to above

will serve no useful purpose to this end and should be deleted.

As such, it is respectfully recommended that our views and

objections be considered.

Sincerely,

Kathyrn T. Bard, President

J~eph . DFriioEsquire
Suite 1010, 1600 Walnut Street
Phila., PA 19103
(215) 686-7726, 27

JJDiP/dci

cc: Honorable Arlen Spector

Honorable John Heinz

25-711 0 - 83 - 24
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STATEMENT OF

THE ERISA INDUSTRY COMMITTEE (ERIC)

FOR THE RECORD OF THE JUNE 22, 1983,

HEARING ON PENSION RIGHTS FOR WOMEN (S. 19 and S. 888)

BEFORE THE

COMMITTEE ON FINANCE

UNITED STATES SENATE

July 1, 1983

This statement- is submitted for the record of the June 22,

1983, hearing on S. 19 and S. 888 on behalf of The ERISA In-

dustry Committee (ERIC), an organization of more than one

hundred major employers which maintain employee benefit plans.

ERIC members include half of the nation's fifty largest

industrial companies and represent a broad cross-section of the

nation's largest retailers, utilities, banks, and insurers.

Employee benefit plans sponsored by ERIC members provide sig-

nificant benefits to a broad cross-section of both men and

women.
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Overview

ERIC supports the Committee's review of certain provisions

of the Code and ERISA which could be perceived as disadvanta-

geous to women. However, as indicated in ERIC's April 11,

1983, testimony before the Subcommittee on Savings, Pensions,

and Investment Policy, there is growing concern that constant

legislative and regulatory change is detrimental to plans,

especially defined benefit plans. Thus, we urge the Committee

to consider most carefully the full implications of adopting

any legislation which would require review of and/or amendments

to existing plans.

More specifically, ERIC supports the proposals to modify

ERISA's restrictions on assignment or alienation of benefits in

the case of divorce and to permit increases in allowable manda-

tory distributions on termination of service. These provisions

would clarify the responsibilities of plan administrators and

employers, would decrease administrative costs, and would not

require plan amendments.

ERIC is concerned that many of the other provisions in

S. 19 and S. 888 would not provide significant benefits for

women or other participants and, indeed, would result in

significantly increased administrative costs which would be

detrimental to all plan participants. ERIC's specific reasons

for opposing these provisions are discussed below. ERIC takes

no position on those provisions of the bills which do not re-

late directly to employer-sponsored employee benefit plans.
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Required Participation at-Age 21

ERIC opposes the proposals to lower the maximum age for par-

ticipation from age 25 to age 21. In describing the minimum

age and service requirements in the Finance Committee bill which

eventually culminated in the enactment of ERISA, the Committee

stated:

Of course, the general desirability of
early participation must be bal-anced against
the cost involved for the employer. Also
from an administrative standpoint, it is not
desirable to require coverage of transient
employees, since benefits earned by short-
term employees, in any case, are quite
small. On the other hand, the committee
believes that overly restrictive age and
service eligibility requirements can arbi-
trarily frustrate the effective functioning
of the private pension system ...

The committee believes that this [age
301 rule Will significantly increase coverage
under private pension plans, without imposing
an undue cost on employers. From an adminis-
trative point of view, however, the rule will
allow the exclusion of employees who, because
of youth or inexperience with the job in
question, have not made a career decision in
favor of a particular employer or a particu-
lar industry. J

IJ Senate Committee on Finance Report on S. 1179, S. Rep.

No. 93-383, 93d Cong., 1st Sess. 39-40 (1973). Identical
statements were included in the House Committee on Ways and
Means Report on H.R. 12855, H.R. Rep. No. 93-807, 93d Cong.,
2d Sess. 44 (1974), and in the material in the nature of a
Committee Report on H.R. 12906 (which became a substitute for
the text of H.R. 2) placed in the Congressional Record by t1e
House Committee on Education and Labor, 120 Cong. Rec. H. 1094,
H. 1105 (daily ed. Feb. 25, 1974). Both the Ways and Means and
Education and Labor versions of the bill contained the age 25
requirement which was adopted in ERISA.
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ERIC firmly believes that the balance struck in ERISA between

age 25 participation and administrative burdens'was correct in

1974 and is correct now.

Studies indicate that reducing participation to age 21 will

have only a minimal impact on the ultimate benefits earned by

most participants.2 J Most workers under age 25 are highly

mobile and do not remain with their early employers long enough

to vest. Even for those few who would vest, any additional ac-

crued benefit resulting from such earlier participation would

be relatively minor since such employees are at the beginning

of their working careers and, in virtually every case, receive

relatively low wages.

On the other hand, inclusion of younger participants would

be expensive. Actuarial costs, recordkeeping requirements,

and reporting and disclosure burdens would be significantly

increased. For defined benefit plans, merely the increased

PBGC premium, if it becomes $6 per participant, could result

in several thousands or tens of thousands of dollars in addi-

tional costs per employer per year, even though for most young

employees the PBGC would never guarantee the additional accrued,

but not vested, benefit.

Accordingly, the limited benefit which would result from

reducing the maximum participation age would not justify its

substantial cost and administrative burdens.

2J Statement of Dallas L. Salisbury, Executive Director,
and Sylvester J. Schieber, Research DirectOr, Employee Benefit
Research Institute before the Senate Committee on Finance on
S. 19 and S. 888, June 20 and 21, 1983, 30-34.
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Joint and Survivor Consent

A major impetus for the proposal to require spousal consent

for an effective election "out" of the required joint and sur-

vivor annuity appears to be a feeling that, because up to 60

percent of current participants may now elect not to receive

joint and survivor coverage, 3 J spouses need greater protec-

tion. On the other hand, in some 51 percent of current mar-

riages, both spouses are now -employed.hJ While these sta-

tistics may not be directly correlated, many who refuse joint

and survivor annuities may do so because the spouse is employed

and will receive his or her own retirement benefit. Others may

choose what they consider more appropriate benefits, such as a

guaranteed term annuity (which may also include a survivor bene-

fit) or a lump sum distribution. They may also decline a joint

and survivor annuity because the spouse is adequately protected

through insurance, savings, or other sources.

Nevertheless, plan administrators and employers would face

significant difficulties in verifying compliance with the pro-

posed requirement. Employees are generally reluctant to provide

their employers with personal data which generally are none of

the employers' business. Many may be insulted by the implica-

tion that their spouses have not been consulted. Significant

issues would arise in situations in which the employee and

3J Statement of the Honorable Geraldine Ferraro before the
Senate Committee on Finance on S. 19 and S. 888, June 21; 1983.

4J U.S. Department of Labor News Release 82-276, Table 3
(1982).
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spouse are not living together or the legal status of the living

arrangement of the employee and another is questionable.

ERIC strongly urges the Committee to reject any requirement

that the employer or plan administrator obtain the signature or

consent of any party other than the participant for the joint

and survivor election.

Reversal of BBS Associates

ERIC opposes the proposal to reverse BBS Associates, Inc.

v. Commissioner, 74 T.C. 1118 (1980), aff'd 661 F.2d 913 (3d

Cir. 1981). That decision permits plans to provide a type of

benefit other than a joint and survivor annuity as the "normal"

form of benefit, so long as, if the participant elects an an-

nuity option, the joint and survivor annuity will automatically

be paid, unless the participant further elects otherwise.

Prior to the BBS Associates decision, many defined contri-

bution plans, which, prior to ERISA, offered a lump sum distri-

bution or other type of benefit as the "normal" form of benefit

but an annuity as an option, were forced either to eliminate

any annuity option or to make the joint and survivor distribu-

tion the "normal" form of benefit. Most employers chose to

delete any annuity option. Many are now amending such plans to

again afford employees a joint and survivor annuity option.

Overruling the BBS Associates decision would again force this

choice and would halt this trend. Thus, it would effectively

decrease, not increase, survivor protection.
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In many cases, a defined contribution plan is not the prin-

cipal retirement plan of an employer. In any case where the

employer maintains another plan which provides a joint and sur-

vivor annuity as the "normal" form of benefit, the supplemental

defined contribution plan should be relieved of that require-

ment.

Pre-Retirement Survivor Benefits

ERIC strongly opposes S. 888's well-intentioned, but ill-

conceived, requirement that plans which provide annuity options

must pay survivor benefits in any case in which a participant

has more than ten years' service.

Plans are designed and funded to pay benefits upon attaining

retirement age, whether that age be the "normal" retirement age

of 65 or some earlier age, generally 55. Benefit levels are de-

signed to replace pre-retirement income, not to assure an appro-

priate level of income in the case of premature death. ERISA

currently requires that an employee be given the option to elect

a joint and survivor benefit at the later of the early retire-

ment age or ten years before attaining the plan's normal retire-

ment age, on the theory that the employee could have retired at

that point and received a reasonable annuity.

ERIC questions the value of the proposed survivor benefit

to the survivor. As a practical matter, the benefit accrued at

the point of early death, particularly for a younger partici-

pant, would be small, and the reduction for the survivor annuity

would, in most cases, render the individual's benefit miniscule.
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Furthermore, the benefit would not be payable until the deceased

participant would have reached the plan's earliest retirement

age, which could be fifteen or twenty years after the partici-

pant's death. Group life insurance is the most common type of

employee benefit and provides a far more immediate and meaning-

ful benefit to the survivor, and, thus, more meaningful protec-

tion especially for younger widows, than the proposed survivor

benefit.

The proposed requirement that all ten-year employees be

entitled to survivor benefits, regardless of age,-would convert

plans into a type of life insurance program that they were never

intended or funded to be. Recordkeeping costs would be in-

creased to account for very small benefits and to keep track of

the identities and locations of survivors who may frequently

relocate between a participant's death and the time when the

survivor annuity becomes payable.

Maternity Break-In-Service Exception

ERIC questions the need for the proposed break-in-service

exception for maternity and paternity leaves and strongly op-

poses the proposed requirement that additional benefit accrual

and vesting credit be given for such unpaid absences.

ERIC does not oppose motherhood or family life; it supports

them. However, ERIC believes that ERISA's existing break-in-

service provisions adequately protect women taking employer-

approved maternity leaves.
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Under ERISA, no break in service occurs so long as the em-

ployee has over 500 hours of service during the year. Thus, a

full-time (40 hours per week) employee who works thirteen weeks

during a year will not have a break in service even if she is

absent on maternity leave for the remaining nine months. In-

deed, a new mother could theoretically work the first three

months of one year and the last three months of the subsequent

year, taking leave for the intervening eighteen months, without

suffering a break in service under iRISA.

Even if a new mother is absent long enough to suffer a

break in service, ERISA requires that her previous service be

taken into account after she has been re-employed for a period

equal to the break in service. In other words, if a woman

participated in a plan for two full years, took two full years'

maternity leave (and suffered a break in service), and then was

re-employed by the same employer for two years, she would have

four full years of service for vesting and benefit accrual pur-

poses.

Pensions are part of compensation for services provided and

are based on years worked for an employer. Many employers do

not provide benefit accrual or vesting credit for unpaid leaves

of absence for any purpose, even if approved by the employer.

Some provide such credit for disability leave; if so, they al-

ready are required by EEOC regulations to provide equal credit

for that period of maternity leave due to the new mother's dis-

ability. We see no reason for treating maternity leave any

differently than other approved disability leave.
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Finally, ERIC strongly opposes the inclusion of paternity

leave in any provision. Maternity leave is a type of disability

leave because the woman is physically unable to perform employ-

ment services. Paternity entails no such disability.

Assignment of Benefits Upon Divorce

As indicated above, ERIC supports the proposed amendment of

the anti-alienation provisions in ERISA and the Code to clarify

the responsibilities of plan administrators and employers faced

with court decrees assigning or dividing benefits incident to

divorce. Under current law, plan administrators face the dilem-

ma of ignoring court orders or failing to comply with the pro-

visions of the Code and ERISA which, at least nominally, preempt

state-law. The proposals are particularly beneficial in limitP--

ing the ability of state courts to order payments which would

conflict with the underlying plan provisions regarding the

types, timing, or amounts of benefit payments. ERIC also sup-

ports the limitation on a court order to the amount of the par-

ticipant's accrued benefit, although it should be clarified

that the limit applies as of the time of the divorce.

- , however, are confused by the provision which would re-

quire that the divorced spouse be offered a life annuity even

if the court had not so ordered or, indeed, had ordered a lim-

ited number of payments or a terminable interest, for example,

for child support. In addition, certain technical issues

should be clarified before enactment. For example, would the

qualified laint and survivor annuity of a subsequent spouse be
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computed on the basis of the participant's entire accrued bene-

fit (disregarding the divorced spouse's rights) or on the basis

of the remaining accrued benefit after reduction for the di-

vorced spouse's rights?

Mandatory Cash-Out Amount

-As indicated above, ERIC supports increasing the ceiling on

mandatory distributions upon termination from $1,750 to $3,500.

At a minimum, the proposed increase merely reflects the effects

of inflation since the $1,750 ceiling was adopted in 1974 in

ERISA.'J More importantly, it will reduce plan administrative

costs associated with administering small amounts for what may

be extended periods.

Unisex Actuarial Assumptions

S. 888 would prohibit the payment of any annuity benefit by

an insuror or plan administrator which is based on sex-differ-

entiated actuarial assumptions. The validity of sex-differen-

tiated actuarial assumptions has been and is the subject of

much debate, including extensive hearings before this and other

Committees. Whether or not they are now to be prohibited, many

plans have based funding and benefit payments on them.

$j For example, a comparison of the Consumer Price Index for
the third quarter of 1974 and for the first quarter of 1983 in-
dicates that the value of the dollar has diminished approximate-
ly 50% over that time period. U.S. Department of Labor, Bureau
of Labor Statistics, Consumer Price Index, June 22, 1983.
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S. 888 would require that all payments made after the date

of its enactment be increased to the level that would have been

due under the sex-differentiated actuarial assumptions to the

most advantaged sex. This would place severe strain on the

funding of many plans. It would require the adjustment of

benefits which had been in pay status for many years. Employer

contributions would be significantly increased. Administrative

costs and burdens would be severe. Perversely, even the Depart-

ment of Labor has shown that men, rather than women, would gain

the most advantage from these changes.'J

Regardless of the merits of the proposal for future benefit

accruals, ERIC strongly opposes the retroactive effect of the

provision. Benefits currently in pay status and benefits

accrued prior to the effective date must be left undisturbed.

Respectfully submitted,

Jerry L. Oppenheimer
and

Robert H. Swart

Mayer, Brown & Platt
888 17th Street, N.W.
Washington, D.C. 20006
(202) 785-4443

"2 Statements of T. Timothy Ryan, Jr., Solicitor of Labor,
U.S. Department of Labor, before the House Subcommittee on Com-
merce, Transportation, and Tourism of the Committee on Energy
and Commerce on H.R. 100, February 22, 1983, and before the
Senate Committee on Commerce, Science, and Transportation on
S. 372, April 12, 1983.
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SHARON GALM WAsHmaroO, D. C.
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ROBERT P. GALLAGHER
DOUGLAS W. ELL
•A O ,IVA. ON.Y July 8, 1983

The Honorable Robert J. Dole
Chairman
Committee on Finance
United States Senate
Washington, D.C. 20510

Re: Written Statement for the
June 20 and 21 Hearings on
S. 19 and S. 888

Dear Mr. Chairman:

This statement is respectfully submitted on behalf of

the Western Conference of Teamsters Pension Trust Fund (the

"WCT Plan") for consideration by the Committee on Finance in

connection with the June 20 and 21 hearings on S. 19, the

Retirement Equity Act of 1983, and S. 888, the Economic

Equity Act of 1983, and for inclusion in the printed record

of those hearings.

The WCT Plan is the largest multiemployer pension plan

in the United States. The WCT Plan currently receives con-

tributions on behalf of more than 500,000 employees working

under Teamster collective bargaining agreements with nearly

15,000 employers in 13 western states, and currently pays
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benefits to more than 100,000 persons. The WCT Plan is

administered by a 28-person Board of Trustees, consisting of

an equal number of employer and union representatives, pur-

suant to the Labor-Management Relations Act, 1947.

SUMMARY OF COMMENTS

The views of the WCT Plan on those provisions of the

bills which would directly affect the funding of benefits

and/or the administration of the Plan may be summarized-as

follows..

I. The WCT Plan strongly supports amendments to ERISA

that expressly permit the assignment of pension benefits

under court orders and agreements relating to family support

or community property. We believe it is extremely impor-

tant, however, that reasonable Federal procedures also be

provided in order to further clarify the rules, and to mini-

mize the potential for litigation, for the benefit of all

concerned. We also recommend that the proposed requirement

to make a single life annuity available to former spouses be

deleted because of the additional administrative expenses

and burdens that it would necessarily impose on plans, and

because it improperly expands the obligations of plans to

persons other that their participants.
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II. While the WCT Plan has no position on the basic

principle of Title III of S. 888 (nondiscrimination in in-

surance), consistent with the policy which is reflected by

the recent decision of the U.S. Supreme Court in the Norris

case, we strongly oppose the enactment of such legislation

in any form that would require significant and immediate

increases in the actuarial value of benefits accrued before

its enactment (both with respect to benefits currently in

pay status and pre-enactment accrued benefits that will be

paid in the future).

III. In regard to the proposed joint and survivor an-

nuity changes --

(A) We oppose the proposed expansion of ERISA's

early survivor annuity requirement to all vested, mar-

ried participants as a costly and unnecessary perceived

improvement that, in most cases, will merely be supple-

mental to, or a substitute for, group life insurance

benefits.

(B) We recommend that the proposed spousal con-

sent requirement be modified to address situations

where the spouse of the participant cannot be located

when benefits are scheduled to commence.
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IV. Multiemployer plans should be permitted adequate

time -- such as one collective bargaining agreement cycle --

to implement any changes with regard to maternity or pater-

nity leave. In addition, employers should be required to

provide multiemployer plans with the information necessary

to provide proper credit for maternity or paternity leave.

DETAILED COMMENTS

I. Assignment of Benefits in Domestic Relations
Proceedings (Sec. 5 of S. 19; Sec. 104 of S. 888)

A. Procedural Rules Should Be Added To Further

Reduce Uncertainty

The WCT Plan strongly supports amendments to ERISA to

make it clear that pension benefits may be assigned or di-

vided in the context of domestic relations matters, such as

under agreements and court orders relating to divorce, mari-

tal or child support and community property. However, we

strongly recommend that Federal procedural rules also be

added to eliminate or minimize a variety of additional con-

flicts that frequently arise and will continue to arise. As

described below, the addition of such procedural rules would

further the intent of section 5(a) of S. 19 and section 104

of S. 888 to facilitate the division of pension benefits in

appropriate circumstances.

25-711 0 - 83 - 25
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The apparent conflict between the rides of ERISA and

the rights of divorced or separated spouses and their chil-

dren has created a great deal of unfortunate litigation,

delay, and expense. Although the general judicial trend has

been to permit the assignment of pension benefits to satisfy

family support obligations, this issue continues to be liti-

gated. S. 19 and S. 888 would provide needed certainty by

removing from ERISA's general preemption and anti-alienation

provisions those family support agreements, court orders and

property settlements that are sufficiently explicit re-

garding the benefits to be paid and the identity of the

payee, and that comport with the terms of the plan.

However, S. 19 and S. 888 would leave unresolved many

important questions that frequently arise in the numerous

cases where the property settlement or court order is en-

tered years before the benefits are to be paid. For exam-

ple, what further steps, if any, should be taken by a plan

when the court order is not specific with respect to matters

such as the form or amount of the benefits to be paid to the

former spouse? In this common situation, plans do not know

whether to guess at the court's (and the parties') intent,

or whether to seek further clarification, if it can be ob-

tained. Another common problem is determining the proper

procedure for notifying former spouses that benefits are to

commence, and what to do with amounts that are payable when
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former spouses cannot be located. An additional unsettled

question is whether a former spouse receiving benefits from

a plan is a "participant" for various ERISA purposes (e.g.,

reporting and disclosure, PBGC premiums, etc.). We are

concerned that, in the absence of uniform procedural rules

that provide reasonable mechanisms for resolving problems of

these types, the proposed amendments to ERISA will not sub-

stantially achieve the objectives of providing certainty to

the parties and reducing litigation.

The additional burdens and costs caused by the un-

certainty in present law are illustrated by the experience

of the WCT Plan. In the five-year period from 1978 through

1982, the Plan has been involved in more than 1,400 new

family support and community property cases. Many of these

cases continue almost indefinitely, and a large number in-

volve participants who are years away from actually re-

ceiving benefits. We are anticipating over 400 new cases in

1983 alone. In many cases, the WCT Plan is actually joined

as a party to the domestic relations dispute, pursuant to

specific provisions under California law or other similar

state laws. In other cases, significant plan involvement

has been determined to be necessaryto avoid duplicate claims

and liability and contempt citations, as well as to minimize

the incidence of court orders or property settlements that

are contrary to the terms of the Plan or applicable law.
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In summary, while we support the enactment of section

5(a) of S. 19 (and sec. 104 of S. 888), we also urge the

Committee to consider additional provisions along the lines

outlined above. In particular, we believe the Committee

should consider incorporating many of the provisions con-

tained in section 1606 of H.R. 3071 (the "ERISA Simplifi-

cation Act of 1983", sponsored by Congressmen Conable, Er-

lenborn and others) in order to provide a more comprehensive

solution to the problems that have arisen- and will con-

tinue to arise -- in the domestic relations/employee bene-

fits fields. We would be pleased to work with the Committee

and its staff toward the enactment of legislation that fair-

ly resolves the legitimate concerns of participants, spouses

and plans in this important area.

B. Single Life Annuities and Other Special Distribu-

tion Rules Should Not Be Included

Section 5(b) of S. 19 would require any pension plan

that provides benefits in the form of an annuity to make a

,single life annuity available to any individual receiving

benefits from the plan pursuant to a domestic relations

agreement or court order.*/ This requirement would impose

substantial administrative costs on pension plans. Many

*/ This would appear to require that children, as well as
former spouses, be permitted to elect to receive their
benefits in the forM of a separate annuity that Would
not be contingent upon or otherwise related to the sur-
vival of the participant spouse.
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court orders simply assign a portion of benefits for alimony

or family support. Frequently, the orders apply only for a

fixed period of time or up to a specified cumulative amount

of funds. The proposed requirement, however, would force

plans to retain their actuaries to compute the present values

of the assigned portions of all benefits (even if the bene-

fits would only be payable to the former spouse for several

months or years), to convert that value to a single life

annuity, etc. Moreover, there would be additional admini-

strative and recordkeeping expenses in recordiPg the new

benefits to be paid, appropriately adjusting the future

benefits of the participant spouse, and keeping track of

subsequent payments.

We respectfully submit also that the proposed special

distribution requirements would unnecessarily and inappro-

priately expand the obligations of plans vis-a-vis partici-

pants and their former spouses. Initially, the provisions

of section 5(a) of the bill would clearly permit the parties

to agree that the participant will elect a specific form of

payment which is otherwise available under the plan. Any

such agreement should be binding, as a matter of contract

law, on the participant. Moreover, to the extent that pay-

ments have simply been ordered by a court, we question whe-

ther the Committee should attempt to expand on the basic

policy of the bills (as well as the court decisions in this
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area) -- i.e., to ensure that the participant's obligations

to his or her former spouse may be satisfied from any plan

funds that are or will be available to the participant in

such forms, and at such times, as are already provided by

the plan.

The language of section 5(b) of S. 19 also raises other

possible problems. In particular, the bill provides that

the single life annuity must be made available to the former

spouse or child not later than the plan year in which bene-

fits are "made available" to the participant spouse. The

use of the phrase "made available" may be interpreted to

mean that if the participant spouse could elect to receive

benefits (such as early retirement benefits), but instead

chooses to continue working, benefits have been "made avail-

able" to the participant spouse and an immediate annuity

must be offered to the former -spouse or child. Thus, in

situations such as where the participant spouse does not

wish to elect early retirement, or does not wish to retire

at normal retirement age, it appears that benefits might

have to b,. paid to the former spouse (or child) years before

benefits are paid to the participant. Such accelerated

distributions would severely complicate benefit calculations

and administration, and would thus add to the expense and

burdens imposed on pension plans. (Indeed, the "made avail-

able" concept itself would raise a plethora of issues which
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Congress only recently decided to put to rest in the income

tax context.) Moreover, as noted above, such a requirement

goes well beyond the proper scope of Federal law in this

area, i.e., to make it clear that private pension benefits

are resources which are available to satisfy family obli-

gations, but not to expand or otherwise change the obli-

gation of plans to employee-participants. Accordingly, we

recommend that, if the single life annuity requirement is

nevertheless retained, it be made clear that payments under

the single life annuity need not be made prior to the ear-

lier of the participant receiving benefits or reaching nor-

mal retirement age.

C. The Amount of Benefits Which May Be Assigned
Should Be Left To The Discretion of the Parties
Or Courts

We also suggest reconsideration of the provision in

section 5(a) of S. 19 that would limit the amount of bene-

fits that may be assigned or alienated to the accrued bene-

fit of the participant or beneficiary, and would provide for

the issuance of Treasury Regulations for determining the

value of such accrued benefit. This provision would be in

direct conflict with the marital property laws of several

states. For example, it is clear in California that the

division of pension benefits for community property purposes

is not strictly limited either to the present value of the
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accrued benefits at the time of separation to the percentage

of benefits which was actually vested at that time.*/

We are also concerned that the regulations under-this

provision would needlessly increase administrative burdens

and complexity, instead of simplifying and clarifying the

law. In our view, the maximum amount to be assigned or

alienated should be left to the judgment of the parties or

courts, subject to any applicable state laws and to the

basic requirement of the bills that the agreement or order

be consistent with the terms of the plan.

II. Nondiscrimination in Insurance (Title III of S. 888)

While Title III of S. 888, the "Nondiscrimination in

Insurance Act" (hereinafter, the "Act"), may not be the

principal focus of these hearings, some of the proposals

made in the Act are of such major importance to the WCT Plan

that some relatively brief comments must be made.

Although styled as a proposal to regulate the insurance

industry, the Act may also directly and substantially regu-

late pension plans such as the WCT Plan. Specifically, we

understand that it is intended that, under the Act, a pen-

sion plan would be expressly prohibited from discriminating

*/ In the case of In re the Marriage of Judd, 68 C.A.3d
515 (1977), the court held that the most effective
method" of determining the community interest would be
to compute a fraction of the employee's "retirement
assets" where the numerator is the length of covered
service during the marriage and the denominator is the
total length of the covered service of the employee
spouse (including service after the marital separa-
tion).
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in the provision of benefits on the basis of race, color,

religion, sex, or national origin. This would mean, among

other things, that a pension plan could no longer apply sex-

dist dtimortality or disability tables in calculating op-

tional forms of benefits.*/

We understand the Act to currently provide also that,

in order to bring a plan into compliance, benefits that are

unequal because of the application of sex-distinct actuarial

tables generally would have to be equalized by raising the

benefits of the group receiving lower benefits to the higher

level of benefits (rather than adjusting the benefits of the

group receiving higher benefits to the lower level, or pro-

viding some intermediate benefit level). Any benefits pay-

able after the effective date of the Act would be subject to

these adjustments, regardless of when the benefits accrued

under the plan, and even if benefit payments had already

commenced.

A. Detrimental Effect of Retroactive Legislation

The WCT Plan's concerns relate not to the basic policy

enunciated in Title III, but to the transitional and re-

medial requirements which are currently proposed. Speci-

fically, the WCT Plan strongly opposes (1) the retroactive

application of the requirements of Title III to benefits

*/ As discussed below in B., these provisions are general-
ly duplicative of the requirements of Title VII of the
Civil Rights Act of 1964, as recently interpreted in
the Norris case, insofar as employer plans are con-
cerned.
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already in pay status, and (2) the apparent remedial re-

quirement that, where benefits have accrued under sex-dis-

tinct mortality tables, benefits due after the effective

date of the Act (including benefits which accrued before the

effective date) must be computed under the actuarial table

providing the higher benefit.

The combination of these two features of the Act would

have a substantial detrimental effect on the financial con-

dition of the WCT Plan. The WCT Plan's actuary estimates

that if the Act were approved in its current form, the un-

funded vested benefit liability of the WCT Plan alone would

be increased by approximately $78.5 million, or more than 5

percent. In addition, approximately $77 million of the

$78.5 million value of additional, unfunded benefits would

be payable to male participants and retirees of the Plan.*/

The imposition of these major additional costs could

not come at a less propitious time for multiemployer plans.

As the Committee is aware, Congress, in the Multiemployer

Pension Plan Amendments Act of 1980, established "withdrawal

liability" that generally is payable by an employer that

*/ With one exception, all benefit forms provided under
the WCT Plan apply the same actuarial factors for males
and females. The single exception is the joint and
survivor annuity form which provides for the payment of
benefits to a participant's spouse after the partici-
pant dies. The primary benefit under this form (which
is the required form under ERISA unless the participant
elects another form) is lower for a male participant
than for a female participant because it is assumed
that, as a group, females are less likely to be sur-
vived by their spouses.
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withdraws from a multiemployer plan. This liability is

generally based upon the unfunded vested benefits under the

plan. Also, in response to this recent change in the law,

the Financial Accounting Standards Board is currently con-

sidering proposals to require an employer that contributes

to a multiemployer plan on an ongoing basis to recognize its

potential withdrawal liability on its balance sheet.

By directly increasing the amount of unfunded vested

benefits under the WCT Plan and similar plans, the Act would

immediately and substantially increase the withdrawal lia-

bility of employers that withdraw from the Plan, and might

also increase the balance sheet liabilities of contributing

employers. This would weaken the financial condition of the

Plan, undermine the Plan's efforts to decrease its liability

for unfunded vested benefits, and make it more difficult to

attract new groups to join the Plan. In this regard, it is

estimated that nearly two additional years would be-needed

to amortize the unfunded liabilities of the WCT Plan if the

Act were enacted in its current form. Viewed another way,

employers would have to increase their contributions to the

Plan by nearly 3 percent if the current benefit levels and

projected amortization period were to be preserved. Ironi-

cally, the cost of this windfall for one Wbclass of male

participants would ultimately be borne by the rest of the

Plan's male participants and by its female participants.
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B. Non-retroactivity Is Consistent with the Supreme
Court's Recent Decision in Norris

Only two days ago, the U.S. Supreme Court resolved

several important issues relating to the legality of sex-

distinct actuarial tables in employer pension plans covered

by Title VII of the Civil Rights Act of 1964. Arizona Govern-

ing Committee for Tax Deferred Annuity and Deferred Compensa-

tion Plans v. Norris (No. 82-52, July 6, 1983). The Court

generally held, first, that Title VII prohibits an employer

from providing different amounts of retirement benefits

solely on the basis of the application of sex-distinct actuarial

tables. Thus, the basic principle of the proposed nondiscrimi-

nation bill simply reflects present law insofar as employer-

provided retirement benefits are concerned. Second, the

Court held that its landmark decision should apply only on a

prospective basis.

We respectfully submit that, in view of the clear poli-

cy underlying the Court's prospective decision, it would be

inappropriate to enact any legislation which would have the

effects that the Court clearly wanted to, and did, avoid.

Indeed, such legislation would impose "unanticipated fi-

nancial burdens" and have "devastating results". Norris,

supra (Powell, slip op., pages 12-13). As Justice Powell

stated, "[there is no justification . . . to impose this

magnitude of burden retroactively on the public" (Powell,

slip. op., p. 13)..
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C. Recommendations

Consistent with the decision of the Supreme Court

in Norris, the WCT Plan strongly recommends that any further

legislation in this area only apply prospectively. Specifi-

cally, the Plan urges that any such legislation apply only

with respect to benefits accrued after the Act becomes law,

or at least only with respect to benefit claims filed after

the Act becomes law. In addition, the WCT Plan urges that

plans be expressly authorized to calculate all benefits

payable to future benefit claimants (including those bene-

fits which accrued before enactment) under "merged" mor-

tality tables that reasonably reflect the actual mortality

experience of plan participants and beneficiaries as a

group.

In connection with the foregoing recommendations, the

WCT Plan also urges that an important clarification be made

in ERISA and the Code to facilitate the amendment of pension

plans to provide future retirees with equal benefits for all

periods of service (and accrued benefits) through the adop-

tion of merged mortality tables. Under current rules, plans

would be required to "grandfather" any higher actuarial

value of benefits that accrued before any new "merged" table

was adopted. In our view, the complex and costly multiple

benefit computations that would be required by the current
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rules would not produce significant additional benefits for

many current participants and would only impede efforts to

provide future retirees with equal benefit amounts for all

accrued benefits.*/

*/ This point may be explained further as follows. The
Internal Revenue Service requires that benefits under a
defined benefit pension plan be "definitely deter-
minable'_ and, in this connection, that (after 1983)
plans that provide optional, actuarially equivalent
retirement benefit forms state in the plan itself the
actuarial assumptions to be used in calculating the
optional benefit. Treas. Reg. S 1.401-1(b)(1)(i) (1956);
Rev. Rul. 79-90, 1979-1 C.B. 156. In addition, under
section 411(d)(6) of the Code, a plan generally may not
be amended to decrease the accrued benefit of any par-
ticipant. Reading these regulatory and statutory re-
quirements together, the IRS has ruled that a plan
amendment that changes the actuarial basis for deter-
mining benefits may not reduce any participant's ac-
crued benefit as of the date of the change. Rev. Rul.
81-12, 1981-1 C.B. 228.

It is our understanding that this relatively re-
cent IRS requirement was primarily intended to address
an area of potential abuse by employer-sponsors of
smaller plans. However, that requirement, in combina-
tion with Code section 411(d)(6), could also prevent
plans from adopting the change we believe should be
permissible under the Act. Specifically, if future
retirees' benefits are to be determined using "merged"
mortality tables (rather than by "topping up" to the
benefits provided under the higher sex-based table), we
believe that the law also should expressly provide that
plan amendments adopting such merged tables will not
violate the requirements of Code sections 401(a) and
411(d)(6), and the implementing rulings and regulations
thereunder. At a minimum, these regulatory require-
ments should be made inapplicable to plans that adopt
merged tables before the 1984 plan year (the first plan
year for which plans are required to set forth the
assumptions for actuarial equivalence).



393

III. Joint & Survivor Annuity Changes (Sec. 4 of S. 19,
Sec. 103 of S. 888)

The bills would make a variety of changes in the rules

governing joint and survivor annuities. For the reasons

given below, the WCT Plan opposes the proposed expanded

early survivor annuity requirement, and offers a technical

comment on the proposed spousal consent requirement.

A. Expanded Early Survivor Annuity Requirements

The proposed'change in this area which is of major

concern to the WCT Plan relates to the requirement (con-

tained only in S. 888) that a plan provide for the payment

of a survivor annuity benefit on account of the death of any

participant who has accumulated 10 years of vesting service,

unless the participant specifically rejects that benefit.

Under present law, plans are generally required to provide

this benefit only with respect to vested participants who

reach early retirement (usually age 55, but in any event no

earlier than age 55) while still in employment covered by

the plan. IRS S 401(a)(11)(C).

In our view, this proposed expansion of the early sur-

vivor annuity rules would unnecessarily impose significant

additional benefit costs on multiemployer plans, increase

the potential liability of employers who withdraw from plans

and result in substantially increased administrative bur-
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dens and costs. We urge that this proposal be deleted from

the bill for the following reasons.

(1) it should be noted at the outset that, even if the

bill is clarified to allow plans to "charge" participants

for the expanded benefit (if they do not elect out), as a

practical matter, most multiemployer plans will have to

absorb these additional costs. This is because most multi-

employer plans simply are not equipped to communicate to

participants the information they need to decide whether or

not the spouse benefit should be accepted. We note in this

regard that the WCT Plan made an effort to administer the

current rules on an elective basis after ERISA's provisions

in this area became effective, but the Plan was subsequently

amended to provide the early survivor annuity on a mandatory

basis, without charge, after 1979.

(2) The actuary for the WCT Plan has estimated that

the expanded survivor benefit would represent a current

annual cost of $2 million for the WCT Plan. In addition,

the total increase in the unfunded vested liability of the

Plan may be as great as $65 million or approximately 4

percent of the current unfunded vested liability. Such an

increase would have a significant adverse impact on the

funding of the WCT Plan. Any such increase would have to be

taken into account in determining whether (or to what ex-

tent) retirement benefits provided by the WCT Plan may be
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increased and in evaluating the adequacy of current employer

contribution rates to provide all Plan benefits. While we

seriously question the advisability of any further legis-

lation that would impose increased costs on plans, we be-

lieve it is particularly important that retirement plan

costs not be increased to provide what is, in large part, a

benefit that typically will be supplemental to, or in lieu

of, group life insurance benefits.

(3) Expanded early survivor annuity benefits will

impose an additional layer of administrative burdens on

plans with attendant cost increases. For example, because

the bill proposes that the survivor benefit not be payable

to the spouse prior to early retirement age, plans may have

to keep track of the whereabouts of spouses of vested par-

ticipants who died as many as 25 years before the benefit is

payable. Frankly, we suspect that many such surviving

spouses will have entirely-forgotten that they are even

entitled to the benefit (which, of course, would be very

small for a spouse of a participant who died at a relatively

young age), but plans nevertheless might have an obligation

to find them. We recognize that it may be possible to de-

velop solutions to this substantial administrative problem

and others (e.g., determining the entitlement of partici-

pants who attain 10 years of vesting service solely as a

result of one or more years of service with a contributing

25-711 0 - 83 - 26



396

employer which are not performed under the collective bar-

gaining agreement). However, we respectfully submit that

these major concerns raise serious questions as to the justi-

fication for requiring plans to provide the expanded survivor

benefit.

B. Proposed Spousal Consent Requirement

Both bills would amend present law to generally require

a plan to provide benefits in the form of a joint and sur-

vivor annuity to a married participant unless the spouse of

the participant consents, in writing, to waive the joint and

survivor form. Based on experience, there is little question

that situations will regularly arise where, according to the

participant, a separated spouse cannot be located when bene-

fits are scheduled to commence and a form of payment must be

determined. We are concerned that, in these situations, a

participant may be required to accept a reduced primary an-

nuity even though his or her spouse may never claim any sur-

vivor annuity payments that subsequently may be payable.

The Committee should consider providing a rule to deal

with this situation. One alternative would be to permit

payment of a single life annuity where the retiree has pro-

vided the plan with an affidavit to the effect that he or she

has made all reasonable efforts to locate the spouse, but

such efforts have been unsuccessful. Such an approach could

be supplemented by a provision to the effect that, in the
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event the spouse is subsequently located (e.g., because the

spouse contacts the plan) while the participant's benefits

are still in pay status, future payments shall be suspended

until a new election out (jointly signed) is submitted or the

time for submitting such election out has expired. Of course,

it is essential that, if any alternative along these lines is

adopted, it be made clear that plans have no liability with

respect to payments made in reliance on the retiree's affi-

davit that he or she has been unable to locate the spouse or

is not married when benefits are scheduled to commence.

IV. Maternity/Paternity Leave -- Special Problems of Multi-

employer Plans (Sec. 3 of S. 19, Sec. 108 of S. 888)

Section 3 of S. 19 would require plans to provide up to

501 hours of credit for certain maternity and paternity leave,

but solely for purposes of determining whether a break in

service has occurred. Section 108 of S. 888 would require

that up to 52 weeks of employer-approved maternity leave be

credited for participation, vesting and benefit accrual pur-

poses (to the extent of 20 hours per week) as well as for

determining whether a break in service has occurred.

These provisions, and the proposed rules in S. 888 in

particular, would result in unanticipated increases in plan

liabilities. Accordingly, if it is considered appropriate to

provide special credits for maternity leave, we recommend
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that they not apply to a collectively bargained plan until

the end of the collective bargaining agreement or agreements

that currently provide the basis for employer contributions.

This would allow multiemployer plans adequate time to assure

that the additional liabilities will be adequately funded.

Moreover, it would provide time for plans to develop admini-

strative procedures to account for this new type of service

credit.

Multiemployer plans have special problems in obtaining

detailed information regarding individual plan participants.

Whereas a single employer plan is almost always linked to the

employer and generally may be presumed to have access to the

employer's records, that assumption generally does not apply

to multiemployer plans. It clearly does not apply to the WCT

Plan with nearly 15,000 contributing employers spread over 13

states.

There is every reason to expect that the WCT Plan (and

other multiemployer plans) would experience tremendous diffi-

culties in determining and crediting (for any purpose) the

proper amount of hours under these provisions. In the case

of the WCT Plan, tens of thousands of persons ]eave and enter

(or rejoin) the Plan each year. The Plan itself generally

has no need to know, and does not know, the particular rea-

son(s) why it may no longer be receiving employer contribu-

tions for a particular individual. Moreover, the records of
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contributions made for a particular individual generally are

not kept on the basis of the identity of the individual's

employer at any point in time. In the course of a year, one

participant may work for several different contributing em-

ployers, and the periods of this "covered work" may be sepa-

rated by months when no employer contributions are received

on his or her behalf. Such plans have no way of knowing

whether the individual was "absent from work . . . by reason

of the birth of a child of the individual, or . . . for pur-

poses of caring for such child", whether such absence was

approved by the employer, whether the individual immediately

returned to work for the same employer, etc.

In view of the foregoing practical problems, we strongly

recommend that any legislation in this area make it clear

that the employers contributing to a multiemployer plan are

required to notify the plan when any of their employees are

or may be entitled to credit for approved maternity or pater-

nity leave and the extent to which such credit should be

given.

We appreciate this opportunity to submit our views to

the Committee. Please feel free to contact the undersigned
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if you have any questions or if we may be of assistance re-

garding any matter discussed herein.

Respectfully submitted,

Charles A. Storke
Pillsbury, Madison & Sutro
225 Bush Street
San Francisco, California

94104

Louis T. Mazawey
Groom & Nordberg Chartered
1775 Pennsylvania Ave., N.W.
Washington, D.C. 20006

Attorneys for
Western Conference of Teamsters Pension Trust Fund
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SubjectiS. 19. Require the written consent of the non-

employee spouse to elect not to hpve joint

and survivor annuity coverage

S. 888.Require joint and survivor benefits unless

both spouses elect otherwise in writing

Require the payment of survivor's benefits

to a vested participant's spouse

Date: June 6, 1983.

629 Chestnut St.
Cloquet, Minn. , 55720
June 6, 1983.

Dear Senate Committee on Finance,

I am writing to urge you to pass both legislative

proposilst S. 19 and S. 888 as I know from first-hand

experience that women are being adversely affected by the

present system.

I recently was awarded a surviving spouse benefit

from my husband's pension plan. It took three years and

ended in jury trial and jury decision in my favor. My

husband hqd worked for 33 years as a salaried employee --

died at age 61 prior to retirement -- and he had not signed

up for the "option" of~soouse's benefits.

I am writing because I would not like any more women

to suffer the injustice that this type of corporate policy

perpetuates. I feel it is imperative that your committee

act positively to insure pension rights for both spouses.
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I am including copies of relevant correspondence which,

if repd carefully, will provide understanding of a personal

testimony. I anologise that it is not all "double spaced"

but since I just todqy recei-ed notice of your hearing

-nd since I am teaching in a high school and we %re in the

final wepk of school, I do not h-ve time to comply with all

regulations. I do hope you will recognise the sincerity of

the message. I feel a victory for havirg been awarded a

favorable verdict. I feel a reql let-down when I realize

the amount of time and effort expended in the three period

rlus the fact that one-half of the back pension benefits I

received were paid to my lawyer. The is not justice for a

surviving snouse.

Sincerely yours,

Phyllis Hudler
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TO:F-
L,-Elizabeth A. Storaasll

Attorney at Law
720 First Federal Savings Bldg.
Duluth, Minnesota 55802

Lee T.Peterson
Attorney at Law
665 North Snelling Avenue
St. Paul, Minnesota 55104

STATE OF MINNESOTA
COUNTY OF Carlton

IJ
-2

IJ

CLERK'S NOTICE OF FILING
OR ENTRY OF DECISION,
JUDGMENT, OR ORDER

Case Number: C-81-1131

Ticket Number:

IN RE: Phyllis A. Hudler vs. First Trust Company or St. Paul, et al

You are hereby notified that, in the above-entitled matter, a Decision
Judgment
Order '

was

duly f iled

H entered
on November 10, 1982

(COPY OF THE ORDER HEREWITH ENCLOSED)

Frank Yetka
Attorney at Law
123 Avenue C
Cloquet, Minnesota 55720

Assistant O Of Courts'.

Nov. 10, 1282

L

L

Dated:
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STATE OF MINNESOTA DISTRICT COURT

COUNTY OF CARLTON SIXTH JUDICIAL DISTRICT

Phyllis A. Hudler, No. C-82-1131

Plaintiff,

vs. ORDER

First Trust Company of Saint Paul, i
Trustee of the Retirement Plan for " ,..J

Salaried Employees of Conwed Corp.
and Conwed Corporation, 1

Defendants.

The above-entitled matter came before the court for the

purposes of trial on the 1st day of November, 1982. Plaintiff

appeared by and through her attorney, Elizabeth Storaasli;

Defendant. First Trust Company of Saint Paul, Trustee of the

Retirement Plan for Salaried Employees of Conwed Corp. appeared

by md through its attorney, Frank Yetka, and Defendant Conwed

Corporation appeared by and through its attorney, Lee Peterson.

Trial vas held and on the 3rd da) of November, 1982, the jury

returned a verdict. Further, the Defendants and Plaintiff had

stipulated as to the ultimate damages, should the jury return

a verdict in favor of the Plaintiff herein. Therefore, pursuant

to said verdict and stipulation, the Court does now make the

following Order:

IT IS ORDERED that Plaintiff Phyllis A. Itudler be and hc:reby

is awarded a monthly retireincnt pension in the amount of

i retroactive to December 28, 1979. Said pension shall continue

-for the rest of her natural life.
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1T IS FURTHER ORDERED that said judgment be stayed

for a period of thirty (30) days from the issuance of this

Order.

Dated at Duluth, Minnesota this

November, 1982.

_/A day of

of District Court
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BRUESS. BYE. BOYD. ANDRESEN & SULLIVAN
ATTORNEYS AT LAW

AV W IAUE$S 7W FIART FEDERAL SAVINGS BuiLDING

NON W BOD DULuTH. MINNSOTA 86505
CD4A&ISH AN"Eh1P
DAVIO P S.OVAN TELEP'Oi
JEIO..IEP AGNEW247745LIO° MC N LLTO - April 20. 1981
ft CRAFT DAYS~r

CHARLES A GAOMISACAMfP
IELIZASTH A STIOAAS1

PALA R KAMERSTO0
COUNSEL

Retirement Comittee
Conwed Salaried Employees'
Retirement Plan
Conwed Corporation
332 Minnesota Street
P.O. Box 43237
St. Paul, Minnesota 55164

Re: Charles Hudler
D/O/B: 10-20-18
D/OID: 12-28-79

Dear Ladies and Gentlemen:

This office has been retained to represent Phyllis Hudler, the widow
of Charles Hudler who was an employee of Conwed Corporation for 32
years prior to his death on December 28, 1979.

Mrs. Hudler has inquiredof Conwed Salaried Employees' Retirement
Plan whether she is entitled to any benefits, and has been advised
that despite Mr, Hudler's employment for 32 years, she is entitled
to no Pension Benefits,

We have reviewed the matter, and by this letter we are presenting to
the Retirement Comittee a written claim for benefits -mder the plan,

In this letter I will attempt to outline the basis of %he claim.

1. The Employee Retirement Income Security Act of 1974 (ERISA)
requires Pension Plans which pay benefits in the form of an
annuity to provide for a joint and survivor option, If the
plan provides for the payments of benefits before the normal
retirement age, any participant may elect that such bendfits
be payable as an early survivor annuity upon his death in the
event that he -

a) attains the qualified early retirement age, and

b) dies on or before the day normal retirement age is attained
while employed by an employer maintaining the plan,
(Treasury Regulation Sl,401 (a)-l1(a) (i) iii),
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The Retirement Plan for Salary Employees of Conwed Corporation
clearly provided in Section 3.2 and Section 4.3 for payment of
benefits before the normal retirement age. Mr. Hudler had
reached the age of earLy retirement and died before his normal
retirement date. Consequently, the election should have been
made available to Mr. Hudler. Failure to do is a violation of
law entitling 'Mrs. Hudler to full benefits.

2. Treasury Regulations specifically outline the procedure required
for the election of an early survivor annuity. Basically, the
plan must provide to the participants the following information
in written non-technical language:

a) A general description of the early survivor annuity, the
circumstances under which it will be paid if elected, and
the availability of such election; and

b) A general explanation of the relative financial effect on
a participant's annuity of the election, and

c) The notice and explanation must also inform the participants
of the availability of specific additional information and
how it may be obtained. (Treasury Regulation 51,401 (a)(c) (3),

Treasury Regulations also govern the method used to provide the
information and require that it must either be mailed, personal
delivery, or a method which is reasonably calculated to reach
the attention of a participant and specifically suggests per-
manent postir or repeated publication.

3. In previous correspondence with Mr, Olson, Mrs, Hudler has been
advised that on or about January 3 1977, an Interoffice Meo.-
randim was directed to all SalarieS Employees reg ding optional
retirement benefits. There has been no proof oZany knd that
Mr. Hudler in fact ever received a copy of the memorandum, and
based upon Treasury Regulation 1,401 a) -ll(c)(3)(U), since
the Interoffice Memorandum was not mailed or appArently not
personally delivered, there is a serious queatxon whether it
was sufficient notice,. There Is no evidence of pexmanent
posting- of the memorandun, or publication of It as pvg&eeted
by the regulations, it iS quite likely that Mr, Hiudler received
a substantial number of memorandums via interQ9ff.ce c0or;espon-
dence, and there is not any indication that the seriQousness of
this particular memorandvn was brought to his attention,'
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4 . Even if he did receive a copy of the memorandum, the
Treasury Regulations provide that it include certain
specific written information in non-technical language.
The memorandum itself appears to be confusing both in
organization and content. It does not, in discussing
a pre-retirement option, describe the circumstances under
which it will be paid. It also does not specifically
describe in the pre-retirement option section the avail-
ability of the election. Page three is also very confusing
in that the last paragraph implies no action need be taken
now, and could easily be construed to refer to the pre-
retirement option election. Page four includes references
to the pre-retirement option under the early retirement
paragraph. The paragraph states that if you are planning
an early retirement you will automatically receive the
50. joint and survivor benefit unless you reject it in
writing and select one of the other options.' Later on
the memorandum includes the following critical sentence:

?0( "If you are not electing the pre-retirement joint and
s urvivor option at this time, please sign one copy

of the attached waiver and return to me."

Firstly, this does appear to refer to the earlier mentioned
early retirement benefit which is an automatic Joint benefit.
Lay persons could easily confuse the word "early retirement",
with "pre-retirement". An individual could easily construe
that sentence to provide that an automatic early retirement
joint benefit is in effect unless the waiver is returned.

However, even if the reader would understand that the option
was a pre-retiiement option, as written, the sentence provides
that the option is in effect unless waived by signing the form.
It is undisputed that Hr. Hudler never signed and returned the
waiver form. Therefore, according to this interoffice memo-
randm, he could conclude that the pre-retirement joint and
survivor option was in effect.

5. The memorandum in no way makes clear that failure to exercise
the pre-retirement option means the entire loss of all pensionbenefits in the case of death before retirement. ERISA
requires that participants must be advised about circumstances
under which they will lose benefits.
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6. The retirement plan for salary employees at Conwed provides
in Section 4.3.2 that the participant makes "his election
to provide a survivor annuity or revoke, amend or reinstate
an election previously made, in writing upon forms to be
furnished by the retirement committee . . ." It also pro-
vides that 'prior to making any such election the partici-
pant shall receive a written notice of his right to make
the election and, if he requests, an explanation of the
terms, conditions and effects of the election." This section
on its face appears to contradict Treasury Regulations since
it provides that the participant must request the explanation
rather than placing the burden upon the plan to provide it as
is required by the Treasury Regulations. However, in this< case Mr. Olson did not even comply with this plan requirement
since the foms o make the election, revoke the election,
amend the election or reinstate the elect n were not
furnihe the ietitrement-Comittee. The only form
alleged--furnished was the waiver form which has question-
able validity.

In conclusion, we make demand for lump sun spouse survivor's benefits
under the pre-retirement option based upon Mr. Hudler's accrued
monthly benefit at date of death of $645.57. We also demand monthly
payments coamencing immediately for the balance of Mrs. Hudler's
life. -

Yours truly,

BRUESS, BYE, BOYD, ANDRESEN & SULLIVAN

Elizh'thA. Storaasli

EAS: sln
cc: Phyllis Hudler
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CONWED
444 Cedar S1 t
PO 80x 43237
St Pa, MN 55164
Phone (612) 221.1100

REGISTERED MAIL - RETURN RECEIPT REQUESTED

May 18, 1981

M. Elizabeth A. Storaasli
Bruess, Bye, Boyd, Andersen & Sullivan
720 First Federal Savings Building
Duluth, MN 55802

Ret Charles
D/O/81
D/O/D,

Hudler
10-20-18
12-28-79

Dear Ms. Storaasli:

We have reviewed the comments of your letter of April 20,
1981. In response to the issues raised by your letter,
we offer the following which bear the same numbers as the
points raised in your letter.

1. Our review of the question you raise with respect to
whether the opportunity to elect the benefits of Sec-
tion 3.2 and Section 4.3 of the Retirement Plan for
Salaried Employees of Conwed Corporation was made avail-
able to Mr. Hudler indicates that this was done.

We believe that the method of communication to Mr. Hudler
was reasonably calculated to reach him.

Communication of the "early survivor annuity* election
was effected by letter.from W. E. Olson sent to Mr. Budler
on January 3, 1977. A general announcement to all salaried /a
employees relating to tRIT M er raised in your numbered
paragraph 2 was distributed to al1 salaried employees
November 23, 1976.

The letter sent January 3, 1977, to Mr. Hudler contains
an explanation of the financial effect of the election
on a participant's benefit.

Similarly, it is our view that the letter (a copy of
which is enclosed) informs a participant of the avail-
ability of additional information and how it may be
obtained. 4

14,1
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3. As indicated in numbered paragraph 2, we believe the
letter sent to Mr. Hudler January 3, 1977, was reasonably
calculated to reach Mr. Hudler.

4. We believe the letter sent to Mr. Hudler explains all
options available to him with respect to benefits under
the Plan, the difference between pre- and post-retirement
options, and the action necessary to elect the option(s).

Page 3 of the letter specifies that if the employee
wishes a survivor benefit paid upon death before retire-
ment, it can be done by electing the option.

The statement that no action need be taken appears under
the section entitled "NORMAL RETIREMENT."

We do not see any support in the letter to conclude
that the option is automatic. The waiver form itself
reiterates that it is elected.

5. Mr. and Mrs. Hudler attended retirement planning semi-
nars conducted by the company. These seminars contain
slides which relate to the option, and slide #58 ex-
plains that the post-retirement option does not pay
a benefit if death occurs before retirement. The retire-
ment plan booklet also covers the subject as well.

6.' We do not agree that Section 4.3.2 contradicts Treasury
regulations or that Mr. Olson cannot provide the forms
required.

In addition, Mrs. Hudler received the full group life insur-
ance benefit of $35,000 since Mr. Hudler was an employee
on the date of his death.

The benefit of $645.57 per month is the straight life benefit
at age 65 and not the survivor benefit which Mrs. Hudler
would have received had the pre-retirement option been in
effect on the day Mr. Hudler died.

In view of the above explanation, we must respectfully deny
your client's claim for benefits. Section 12.3 "Claims
Procedure" of the Plan sets forth the procedure which may
be followed by a claimant in the event a claim is denied.
A copy of this section has been enclosed.

Sincerely,

D. E. Hinton

Retirement Committee

DEH/ms

Enclosures

25-711 0 - 83 - 27
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SENATORS1
ACTIN CHAIRWOMAN
CLARA DAY ALDO DEANOEL I

JOYCE HOLMSAE6R*
VICECHAIMWOMAN LAURA KINT

SIST1E CANDIDA LUND PATRICK WELCH

sECRE ARY.TREASURtE REPRESENTATIVE
lEATRICE RIECKHOFF WOODS SOWMAN

EXECUTjVE DIRECTOR ILLINOIS COMMISSION ON THE STATUS OF WOMEN R*SARA FLYN CURRE
JUDITH KOLER 

DOLIs KA RPIE.
I1If$ 028@11 LANE $05 WET MONROE STREET JIL ZWICK

UIECUTIVE SECRETARY MACON@. ILUNOl 60450 SPRINGFIEL, ILLINOIS 61705

DONNA WilRNE 1 4 37-h417 111771-4 ,68, 7114111 PUbLIC MEM IRS

ELJIZAITN CLARKE
STAPF MARGARET LWUAN

JUDITH WAIN A*RPNGR June 6, 1983 PHY.L.ISCHLALY
MARTHA REYNOLDS PAT TROWERIDGE
LORETTA WOULAND CLAUDIA YOUNO

Honorable Robert Dole, Chairman
Senate Finance Committee
Room SD-221, Dirkeen Office Building
Washington, DC 20510

Dear Senator Doles

The Senate Finance Committee is considering two important
pieces of legislation that will greatly increase women's access
to pensions. S. 19 and S. 888 will recognize the contributions
of thousands of homemakers now forgotten in private pension law
and will acknowledge some of the problems faced by divorced women
who expect to share in the pensions they helped their husbands earn.

The Midlife and Older Women Committee of the Illinois Commission
on the Status of Women has been studying women and pensions for
several years. As a result of this work, the Commission has adopted
recommendations in support of the kind of changes proposed in S. 19
and S. 888. We are submitting our position paper on women and
pensions for inclusion in the printed record of the Senate Finance
Committee hearings scheduled for June 20.and June 21.

We congratulate the Senate Finnce Committee for devoting
two days of hearings to women's pension issues, and we urge swift
and favorable action on S. 19 and S. 888.

Sincerely,

Representative Bbara Flynn Currie, Chairwoman
Illinois Commission on the Status of Women

Commissioner Beatrice K. Rifchoff, Chairwoman
Midlife and Older Women Committee
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STATEMENT OF EVELYN DUBROW

VICE PRESIDENT AND LEGISLATIVE DIRECTOR

INTERNATIONAL LADIES' GARMENT WORKERS' UNION

on S. 888, the Economic Equity Act

Senate Finance Cormittee

July 5, 1983

On behalf of the International Ladies' Garment Workers' Union, I am

pleased to express our support for S. 888, the Economic Equity Act, aa an

important step in the effort to eliminate many of the economic inequities

faced by women in the United States.

The ILGWU is a union of 283,000 members, of whom 80% are women. Many

of our members are Black, Hispanic, Asian and members of other minoritie

and many are heads of their households. Therefore, we have always been

especially concerned with ensuring that women are not subject to discrimina-

tion of any type. The Economic Equity Act is an extremely important effort

to recognize the contributions that women make to the nation's economy and

remedy some of. the inequities that women face under current laws.

We are pleased that so many Senators and Representatives have decided

to show their concern for women's rights by co-sponsoring S. 888 and H.R. 2090,

and hope that they will vigorously support enactment of this legislation during

the 98th Congress. The ILGWU will be working on the various components

of the Economic Equity Act and making suggestions where appropriate about

how the different pieces of the bill might be improved. This statement will

concentrate on some of the sections of the legislation which are particularly

relevant to ILGWU members.

One of the important areas addressed by the Economic Equity Act is

pension reform. We recognize that improvements must be made in this area

and will be closely examining the proposals in order to provide as much
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assistance as possible in making pension laws more responsive to the needs

of working women and spouses of male workers.

Another area addressed by this legislation which is of extreme

importance to the members of the ILGWU is dependent care. Especially in

difficult economic times, working parents need to make sure that their

dependents are well-cared for at the most reasonable fees possible. Access

to decent child care can be the determining factor in whether or not a

parent is able to work at all in order to contribute to the financial needs

of his or her family.

In 1981, the Congress recognized the need to give low-income households

a higher tax credit for child cre expenses than families who could affod

to pay a higher percentage of their income for dependent care expenses and

passed legislation to allow families with incomes of $10,000 or less to take

a 30% tax credit, which would gradually decrease to 20% for families with

incomes greater than $28,000 per year.

The Economic Equity Act would raise the allowable credit to 50% for

those families earning less than $10,000, decreasing to 20% for families

earning over $40,000. It would also make the tax credit refundable so that

those people most in need of financial assistance would be able to take

advantage of the dependent care credit even if their tax liability is quite

small. These provisions would allow low-income workers, such as the workers in

the apparel industry, to receive a needed benefit from our tax system.

Another feature of the dependent care proposal which we applaud is

the provision of "seed money" through federal grants to comuunity-based

clearinghouses for child care information and referral. Our union has con-

sistently been in favor of comprehensive national child care legislation so

that working parents can be reassured about the availability and quality of
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dependent care. These grants can be used to help provide the information needed

by parents in order to make their child care choices with greater peace of

mind.

weaLsosupport the provision for increased enforcement for ensuring

that child support payments are made to parents responsible for raising

children alone in difficult economic times.

The ILGWU strongly supports the non-discrimination in insurance pro-

visions of the Economic Equity Act. I recently testified before the Senate

Commerce Subcommittee on Surface Transportation in favor nf S. 372. Laws

have been enacted to make discrimination solely on the basis of sex,

religion, race, color or national origin illegal in such areas as emplo fent,

housing and consumer credit, and we see no reason why such discrimination

should be allowed to continue in the insurance industry.

The ILGWU commends the Senate Finance Committee for setting aside

time to consider remedies for the various forms of discrimination faced by

women in this country, such as those included in the Economic Equity Act.

We intend to extend even more intensively our efforts to pass the

Equal Rights Amendment so that any legal form of discrimination against

women will be prohibited by the Constitution of the United States.

As the various components of the Economic Equity Act are considered

individually, the ILGWU expects to make recommendations we believe will

make the entire Act more acceptable to our organization and other groups

with which we are identified.
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MAcLEAN, SEAMAN, LAINO & GUILFORD
ATTORNEYS AND COUNSELORS

CNARLES P. MACLEAN AREA COOE
JOHN N SEAMAN MICH[OAN NATIONAL TOWER 517
KENNEITH LAINO LANSING. MICHIOAN 48933 372-0930
RICHARO A. GULIL"ORD

DWIGmT 0. ESAUOH
JOHN W. BISSELL

KATHLEEN OPPERWALL May 12, 1983

Mr. Roderick A. DeArment
Chief Counsel
Committee on Finance
Room SD-221
Dirkson Senate Office Bldg.
Washington, D.C. 20510

RE: Hearings on S19, The Retirement Equity Act of 1983,
and S888, the Economic Equity Act of 1983

Dear Sir:

I strongly urge that any provisions of these bills which

require amendment of existing retirement plans be eliminated,

and that no such provisions be enacted until the IRS has

completed regulations on existing changes.

Tinkering witn the pension law every year and requiring

amendments which then also require applications to the

Internal Revenue Service for new determination letters, is a

costly business, especially for small employers.

Yours very truly

John N. Seaman

JNS:dag
cc: Mr. Stephen I. Jurmu

Mr. Lawrence R. VanTil
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McMURRAY & McINTOSH
A PROFCSSO.AL COMPOATiON

MACOY A. McMURRAY ATTORNEYS AT LAW o cO"u tI.
JAMES A. MCINTOSH W DURRELL NIELSEN 11
STEVEN R, MCMURRAY SUITE BOO BENrICIAL LIlrE TOWER

ROBERT J DALE 36 SOUTH STATE STREET
DAVID 0 PAqIKINSON SALT LAKE ClIY UTAH a4111
STEVEN J DXON
BRENT R CHIPMAN 48013 632-hIS5

LYNN C. MCMURRAY

May 25, 1983

Roderick A. DeArment
Chief Counsel Commnittee on Finance
Room SD221
Dirksen Senate Office Building
Washington, DC 20510
Re: Senate Bill 19 -- the Retirement Equity Bill of 1983

Senate Bill 888 -- the Economic Equity Bill of 1983

Dear Mr. DeArment:

The purpose of this letter is to submit a written
comment regarding a particular provision of Senate Bills 19 and
888. I am an attorney in private practice in Salt Lake City,
Utah, and a substantial portion of my practice is involved with
qualified pension and profit sharing plans for small employers.
I am chairman of the Program Committee of the Mountain States
Pension Conference, a group comprised of attorneys, accountants,
trust officers, plan administrators and others involved in the
pension industry. I am also an officer of the Tax Section of
the Utah State Bar Association. My activities with the Mountain
States Pension Conference and Tax Section of the Bar give me
frequent opportunity to discuss pension-related matters with
other individuals.

Both Senate Bill 19 and Senate Bill 888 would lower
the age at which an employee's services must be taken into
account for purposes of participation in a qualified pension or
profit sharing plan from age 25 to 21. I feel that this
provision would serve no useful purpose and would not strengthen
in any way the private pension system of the United States or in
any way make qualified pension or profit sharing plans more
"equitable". Based upon my experience and that of numerous
other attorneys, accountants, plan administrators and others
involved in the pension area with whom I have discussed this
topic, individuals in the 21 to 25 year age group are not
concerned about pensions. Typically, individuals in this age
group are highly mobile, are struggling financially to make ends
meet and often include women who do not intend to remain in the
work force but are working simply to allow their husband to
finish school or to supplement their husband's income. On
separation from service, whether the individual is withdrawing
from the work force completely or is simply changing jobs, the
money is used to purchase a new car, make payments on a home or
is otherwise spent. The account balance not rolled over to an
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individual retirement account, other qualified plan or otherwise
retained in the private pension system.

If an individual retires at age 65, commencing
participation in a retirement plan at the current age 25 allows
a minimum of 40 years in which to build a retirement fund, which
ought to be plenty of time.

Recent legislation has supposedly placed the social
security system on sound footing. The impact of this
legislation on the small employer is that social security taxes
of 14.3 percent (the combined employer-employee rate for
corporations or the individual rate for an unincorporated
business) on a taxable wage base estimated to be $42,600 for
1987 will place a tremendous financial burden on employers. The
assage of TEFRA in 1983 will also place a heavy financial
urden on small employuers because of the impact of the

top-heavy and super top-heavy rules. Lowering the age for
participation in a qualified plan from age 25 to age 21 will
only increase that economic burden without providing any benefit
to the private pension system.

Reacting to the titles of the two bills and their
concern for potential inequities under federal pension, tax and
other laws affecting working and non-working women, I would like
to suggest that non-working individuals be allowed to establish
their own individual retirement accounts with the same
contribution limits as those provided for working individuals.
The cost of sustaining a retired couple where one spouse did not
work is not less than the cost of sustaining a retired couple
where both spouses earned income. If the private pension system
is to be equitable, it ought to permit the accumulation of
retirement benefits for both working and non-working spouses.

I appreciate your consideration of these conents.

Very truly yours,

McMURRAY & McINTOSH

David 0. Parkinson

DOP/ ddd
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Women and Pensions
Submitted by: Beatrice K. Rieckhoff, Ohairwoman

Midlife and Older Women Committee
Illinois Commission on the Status of Women

Undoubtedly, the most important issue for all older persons is

economic security; however, financial crisis strikes more older women
than men. Xany women depend on their husbands' income both during his
wage-earning years and at retirement. Because women, on the average, live
longer than men, most can expect to lose this source of income at

some time. The situation is not much better for women who have worked
because low wages and interrupted work histories effectively bar them
from adequate retirement income plans. For these reasons, 85% of all
single persons over age 65 living below the poverty line are women.

The Midlife and Older Women Committee of the Illinois Commission
on the Status of Women sponsored a public hearing on women and pensions
in Chicago in October 1981. At the hearing, the Committee heard from
women who had been thrust into economic crisis by divorce or death of
a spouse. These women had worked beside their husbands most of their
adult lives, supporting his career, making a home, raising the children.
One, the mother of six, waz divorced at age 53. In the settlement, she
received the house (with a mortgage to 1999), furniture and custody of
two teenagers still at home. Her ex-huiband still has his job and earning
potential and accumulated pension benefits that will yield $30,000 annually
at retirement. She has only been able to find a part-time job at minimum
wage and will be unable to build an adequate retirement income of her

cwn, Another was a widow who was 12 years younger than her retired
husband when he died. Her survivor's benefit was actuarially reduced
so that she received only 10% of her husband's pension, $117 a month.
She had no pension benefits of her own; she had stayed home to raise
seven children.

Nationally, as well as in Illinois, women are less likely than

men rto have adequate retirement income protection. The President's
Commission on Pension Policy reported that 49% of men have private

pensior coverage compared with 21% of women, and 35% of men and 13%
o women actually receive any benefits. While most women receive
no pension benefits other than Social Security, the ones who do receive
them eznfar lower benefits t~an men. The median income from public
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pensions, other than Social Security, is $4,990 for couples,

$4,250 for single men and $2,660 for single women. The median

income from private pensions is even lower: $2,150 for couples,

$1,830 for single men and $1,350 for single women.

Public and private pension systems as currently constructed

do not fit the reality of women's lives. Family locatioh is

often determined by the husband's career. When the husband is

transferred by his company, his pension will follow him; the wife

will probably-leave her job and benefits behind. Women also have

interrupted work histories because they frequently take time off for

child rearing. These breaks in service may cause a loss of accrued

benefits. Many pension plans require the employee -o be 25 years

old before plan participation begins. Labor force participation

for women is highest between the ages of 18 and 24 (74f) and these

years may be totally worthless in terms of accumulating pension

benefits. Women are more likely than men to work part time, either

because they are integrating work with family responsibilities or,

as is the case with midlife women, they have difficulty in finding

full-time work. Part-time work seldom has pension benefits and,

if it does, the low earnings still yield low benefits.

Even if the pattern of women's lives did not keep them from

adequate pension protection, the wage gap and occupational segre-

gation would still conspire to keep them poor. Women continue to

earn less than 60% of what men earn for full-time, year-round work,

and women remain clustered in clerical, sales or service occupations

which offer few fringe benefits, low wages and little chance of

advancement.

Private pension plans are regulated by the Federal Employee

Retirement Income Security Act of 19?4 (ERISA). ERISA sets standards

that private pension plans must meet but does not require employers

to provide pension pans. ERISA requires that plans cover all

eligible employees age 25 or over, with one year of service, if

they work more than 1,000 hours per year. Employees can accqire

vested benefits fully after ten years or gradually with full vesting

after 15 years. All years of service from age 22 must be courted

toward vesting, but earlier years may be disregarded. ERISA provides

that years of service before a break in service may be disregarded
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" and all benefits forfeited, if not vested, if the break in

service equals or exceeds the number of years of service prior

to the break. For example, a woman may beemployed by a company

from age 19 to age 24 and then take six years off until her

child starts school. When she returns, she will have forfeited

her five years of prior service.

Many women depend on receiving annuities based on thelr

husbands' employment record. Under ERISA, plans which provide

annuities must provide a joint and survivor annuity at retirement

age unless the participant elects in writing not t-o take the survivor's

benefit. -Under the joint and survivo-"option, the employee has

his/her pension benefit reduced in order to provide the surviving

spouse with benefits. The choice of the survivor option is soley

the employee's and many widows are surprised to find that their

husbands did not provide this coverage.

There are other ways a spouse may lose a survivor's benefit.

ERISA allows plans to require the participant to be married one

year before the retiree's death to collect the survivor's benefit;

this eliminates divorced spouses. A spouse can also lose a sur-

vivor's benefit if the employee dies before early retirement age

or if the employee dies within two years of electing an early

survivor annuity.
Congress is addressing some of these issues through the

Economic Equity Act which was endorsed by the Illinois Commission

on the Status of Women in 1981. The pension reforms of the Equity

Act would 1) require a statement waiving survivor benefits to carry

the notarized signature of both spouses 2) require pension Tlans

to provide benefits for the surviving spouse even if the employee

has chosen the survivor benefit within the past two years; 3)

allow a spouse to collect survivor benefits if the employee was

vested, even if the employee dies before age 551 4) provide

that pensions may become a property right in divorceocases; 5)

lower the minimum age for participation from 25 to 21. Swift action

by Congress on these provisions would greatly increase access for

women to private pension benefits.

In addition to the above recommendations, the Commission

on the Status of Women also supports more balanced representaTion

on pension governing boards so Jhat they more accurately reflect
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the population they serve, including a proportionate number of
men and women and representation of retirees and their survivors.

The Individual Retirement Accounts have given more women

and men a way to plan for their own income security. The
Midlife and Older Women Committee studied IRAs last year and
recommended that Congress pass legislation which would permit
the same contribution allowance on joint and spousal IRAs'as
allowed to two-wage-earner couples. Currently, a wage earner
and non-working spouse can only set aside $2250 of earned income,
tax free, compared to $4000 for two-earner couples. Retirement

income security is necessary for all whether they spend their adult
lives as homemakers or in the paid work force.

It is to society's benefit to encourage people to plan for
their own retirement and to require plans to be adaptable to the

real needs of workers. The reforms recommended by the Commission
on the Status of Women for ERISA plans and for IRAs are designed
to increase access for women to pensions and to decrease their
reliance on the social welfare system so that they may spend
their retirement years with the security and dignity they deserve.
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July 6, 1983

Mr. Roderick A. DeArment,
Chief Counsel
Committee on Finance
Dirksen Senate Office Building, Room SD-221
Washington, D.C. 20510

Re: Senate Bill 888-Economic Equity Act

Dear Mr. DeArment:

This statement is submitted by the Mexican American' Legal

Defense and Educational Fund (MALDEF) in support of S.888, The

Economic Equity Act of 1983, introduced by Senator Durenberger in

March of this year. The bill addresses economic equity for women

in the areas of tax and retirement, dependent care, child support

enforcement and insurance.

The Senate Committee on Finance held hearings on this

legislation on June 20-21, 1983. We were unable to present oral

testimony. However, we are submitting this written statement for

inclusion in the record of the hearing as provided for in your

press release of April 29, 1983.

I. The Mexican American Legal Defense & Educational Fund

MALDEF welcomes the opportunity to provide support for the

Economic Equity Act. MALDEF is a national civil rights

uwe0gble m. c~e
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organization which uses litigation, community education and

research to gain equality for-this nation's nearly 15 million

Hispanics. Currently, we have offices in San Francisco, Los

Angeles, Denver, San Antonio, Chicago and Washington, D.C.

MALDEF's Chicana Rights Project focuses on legal issues impacting

low-income Hispanic women in this country. This project has

worked to secure basic health services and employment opportu-

nities for Hispanic women.

We believe that the Economic Equity Act, particularly the

provisions relating to dependent care, child support enforcement

and heads of household tax reform will help improve the economic

status of low imcome Hispanic women in this country.

II. Hispanic Women's Poverty

Statistics clearly show that Hispanic and other minority women

experience high levels of poverty. In 1980, about one-half of all

families in this country living below the poverty level were

maintained by women with no husband present. The poverty rate for

these families headed by women was 32.7% compared to 6.2% for

married-couple families and 11% for families headed by men. In

1980, 27.1% of families headed by Anglo females were living below

the poverty level as compared to a poverty rate of 53.1% for

families headed by Black females and a poverty rate of 52.5% for

families headed by Hispanic females.
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If we look at earnings for full-time workers in this country

we will understand why Hispanic and other minority women experience

such poverty. Close to 50 of all fully employed Hispanic women in

1980 for example, earned between $4,000 and $9,000. Close to 40

of Black women and 34;77 of Anglo women were in this income category

as wel-. Hispanic women had the lowest income of any racial-ethnic

group in 1980. Their income was half of white males ($9,679

compared to $19,157).

Minority women's earnings are very low largely because these

women are concentrated in low- paying, dead-end jobs. In a 1982

report, for example, the U.S. Commission on Civil Rights found

that 21.6 of Black, 18.5 of Hispanic and 13.9 of Anglo women

were employed in low paying jobs requiring less than three (3)

months of training. Of all Anglo males, only 5.3 were working

in these types of jobs.

While all women in this country are concentrated in female

occupations, which are low paying occupations, minority women are

even more concentrated in these occupations. For example, in

1980, 22 of working Hispanic women were employed as operatives

such as packers, sewers and textile workers. This rate compares

to 9.7 of Anglo and 11.3% of Black women working as operatives in

that year.
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The responsibility that minority women have for childrearing

is another cause of their poverty. Because women have to care for

their children, they often have to interrupt their careers, may

be unable to get training for careers, or can only work part-time.

This becomes a significant barrier to better paying jobs. Only

with adequate and affordable child care can minority women

participate meaningfully in the labor market. Hispanic women have

an even greater need for child care because of higher birth rates.

Minority women are participating in the labor force at rates

nearly equal to Anglo women. They enter the labor force out of

necessity. Their earnings are critical to the survivial of their

families. Yet, they enter the labor force facing two major

barriers-- limited employment opportunity and child care expenses.

III. The Economic Equity Act

S.888 contains several provisions which can help alleviate

the poverty Hispanic women and other women fate today. MALDEF

supports the act in its entirety. However, there are specific

provisions in the Act that will directly benefit low income

Hispanic women. These include:

1) Increasing the zero bracket amount for single heads of

households by allowing them to use the $3,400 amount available to

married persons in computing federal income tak.

This provision would recognize that single heads of household

have the full responsibility for maintaining their families.
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2) Sliding scale for dependent care tax credits.

The 1981 Tax Act established a sliding scale for tax credits

for dependent care expenses from 20 to 30 percent of work--related

expenses. This section would expand that scale by raising the

allowable credit percentage to a scale beginning at 50% for those

earning $10,000 or less, and decreasing to 20% for those earning

$40,000.

This provision addresses the question of affordability of

child care by providing tax relief for expenses. It would

recognize that those who earn less need more help and therefore

should get more tax relief.

Since in 1980, close to 50. of fully employed Hispanic women

in this country earned less than $10,000, many Hispanic women

would be able to qualify for the maximum credit amount.

3) Refundability of dependent care credit.

This provision allows the dependent care tax credit to be

refundable. People who owe no federal income tax would receive as

a refund the amount of credit to which they would be entitled.

Significant numbers of Hispanic women would qualify for a

refund because of their low earnings. In 1981, the median

earnings for Hispanic females was $5,060. This provision

recognizes that a credit doesn't help someone who owes no tax and

further that child care is a real barrier to full employment.

25-711 0 - 83 - 28
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4) Information and referral on dependent care services.

This provision would establish a federal grant program to

provide seed money to co-mmunity based clearinghouses for child

care information and referral.

\This grant program is important for low imcome women who

may have difficulty finding child care on their own. We would

recommend that Congress consider amending this provision to

require that bilingual information be made available to language

minorities being serviced by recipients of these grants.

5) Child support enforcement

Title V of the Act provides for mandatory wage assignment of

federal civilian employees' wages when child support is ordered.

It also clarifies that Title IV-D, Social Security Act programs

should secure child support in non-AFDC cases as well as in AFDC

cases. This section would also allow states to withhold federal

income tax refunds from absent parents who owe past-due child

support. Currently, states can only use this procedure for absent

parents of AFDC children.

These provisions recognize that both parents are responsible

for the costs of childbearing. Two-thirds of all child support

orders nationally are not complied with. Nationally, there are

currently 8.5 million women and 10 million children affected by

non-support. Statistics show that 80% of parents (mostly men)

who don't pay child support can in fact afford to pay. Also,
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most child support awards do not even begin to reflect the actual

costs of childrearing.

These provisions also recognize that non-AFDC children are

entitled to protections as well. These children depend solely on

their parents for their support.

IV. Conclusion

MALDEF believes that the Economic Equity Act will directly

and beneficially impact the economic lives of Hispanic women in

this country. For this reason, we support its enactment.

Respectfully submitted,

Associate Counsel
Mexican American Legal Defense &
Educational Fund
Washington, D.C. Office

Maria Rodrguez V
Staff Attorney
Chicana Rights Project
Los Angeles, California

Norma Sol is

Staff Attorney
Chicana Rights Project
San Antonio, Texas
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WRITTEN STATEMENT

Submitted to: Senate Finance Committee

Hearing Date: June 20 and 21, 1983

Hearing Subject: S.888, The Economic Equity Act of 1983

Submitted on behalf of: State of Minnesota-Office of Child
Support Enforcement

Minnesota Family Support and Recovery

Council

Minnesota County Attorneys Association

Hennepin County Attorneys Office

Mr.Chairman, Members of the Committee: This written statement

is submitted to the Committee by the State of Minnesota-Office of

ChildSupport Enforcement, The Minnesota County Attorneys Association,

and Family Support and Recovery Council, and the Hennepin County

Attorneys Office, all of which are united and firm in their support

of the Title V-Child Support Enforcement provisions of the Economic

Equity Act of 1983, S.888.

We give you two reasons to support the child support enforcement

provisions of this bill. One reason is the outrage over the

irresponsibility of large numbers of parents in not contributing

to the support of their children. The second reason is the need to

control welfare costs in this nation.

One of every eight families in the State of Minnesota is headed

by a single female parent. One third of the children in these

families-under eighteen years of age is living in poverty. Most

fathers are not paying adequate support, if they are paying at all.

In fact, in over 50% of public assistance cases in Minnesota, the

absent parent is both employed and paying no child support.
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A humane society provides for its children. Our society does

this by providing the AFDC program for families who cannot meet

their own needs. A just society insists that the absent parent

face his responsibilities for his family. The Economic Equity

Act speaks to that concern. This was the rationale behind the

recent Minnesota legislation to strengthen child support enforcement,

and is the rationale behind our strong support of the Title V-

Child Support Enforcement provisions of S.888.

Child support collections in the State of Minnesota have

increased from 14.1-million dollars in 1977 to over 43 million dollars

in 1982. Clearly this is a dramatic increase. Minnesota's

successful collections program can be attributed largely to its

progressive legislation.

Minnesota has had a state tax refund interception program in

operation for three years. This program has allowed the child

support agencies to intercept the state income and/or property

tax refunds of any person whose family is on welfare and who has

become delinquent in their support payments. This has saved

Minnesota taxpayers nearly 3-million dollars in 1982 and

collections of more than 3 million are expected in 1983. The

intercept program has been so successful that in 1982 the program

was expanded to include delinquent support owed to families not

on welfare.

Minnesota has had wage withholding for child support since 1971.

Recent amendments have broadened the definition of income subject

to withholding for child support and maintenance, and mandated

that every support or maintenance order provide that the support-

be withheld from the obligor's income if the obligor defaults in
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payment. These amendments have provided the child support agencies

with a most effective and expeditious enforcement tool.

Minnesota's experience with tax refund intercept and income

withholding has provided a model for the comparable components

proposed by the Economic Equity Act.

The Ouibus Child Support Enforcement Bill passed in Minnesota's

1983 legislative session makes a strong statement on public

policy and the rights of children to be supported by their

natural parents. That Omnibus bill requires that the courts apply

uniform guidelines in establishing the level of the child support

obligation; further that support orders must be adjusted

periodically by the increase in the cost of living. Thus, a child

will be guaranteed a consistent and fair standard of support.

Further, the Minnesota legislature has provided the child support

agency with additional remedies for the collection of support

arrearages. Accrued arrearages will operate as a lien on the

obligor's real property. In addition, the court may order that-

payments on arrearages be withheld from the obligor's income and

submitted to the child support agency.

The importance of statutory mandates such as these has been

recognized in the Economic Equity Act. State judicial bodies must

be convinced that child support enforcement is essential. The

public must be convinced that absent parents have a responsibility

to contribute to the cost of raising their own children. Clearly

the Title IV-D program provides an alternative to public assistance.

The Title IV-D program provides child support collection services

to both public assistance recipients and those custodial parents

not receiving public assistance. In Minnesota 37% of all child
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support collected through the Title IV-D program goes directly

to custodial parents to aid in supporting children.

The non-public assistance portion of the Title IV-D program

does not return dollars to government. However, it fulfills an

important government interest in assuring that parents, not

the government, are the primary support of children. The Economic

Equity Act would provide a clear statement of purpose for the

Title IV-D program. It would state that the 'purpose of the program

is not only to reimburse public assistance but to secure child

support for all children. The Economic Equity Act would strengthen

the intent of the program and would provide additional tools to

assist in collection of child support for non-public assistance

recipients such as the expansion of the tax intercept program

and the establishment of state clearinghouses.

The substantive legislative enactments in Minnesota in recent

years were targeted at a child support enforcement problem that

is not unique to Minnesota. In fact, in numerous other jurisdictions

throughout our country the situation is even-more critical. Delays

in interstate support matters of nine months and beyond are not

uncommon when one state is dependent on another for enforcement

action. In approximately 15-20% of our child support cases,

Minnesota must rely on another jurisdiction for enforcement because

the absent parent lives or works outside of the state.

whether or not a Minnesota family receives child support in these

cases depends largely on the statutes enacted by the other state

or territory. If little or no emphasis is placed on child support

enforcement in the other state, our hands are tied and our offer

of enforcement services to the family becomes merely a gesture..
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Eight years have passed since the enactment of Title IV-D

of the Social Security Act. These eight years have taught us

that state legislatures have to be convinced that their child

support and paternity laws need to be strengthened. Increased

national emphasis will gain the Title IV-D child support program

the additional support and recognition it needs at the state and

local levels. For these reasons the strong remedies of Title y of

the Economic Equity Act of 1983, S.888, are essential to the

overall child support enforcemeht-effort in this country.
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~National Council of State Child
Support Enforcement Administrators

A Status Report
of the

Child Support Enforcement Program

February 1983.
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THE CHILD SUPPORT ENFORCEMENT PROGRAM
A STATUS REPORT - FEBRUARY, 1983

EXECUTIVE SUMMARY

The National Council of State Child Support Enforcement Adminis-
trators has prepared this report to present its views regarding the
support enforcement problem that exists for the many children affected by
divorce, separation, or the lack of established paternity. A brief
history has been included to aid the reader in understanding the scope of
the problem and the program accomplishments. Recommendations for the
future of the program must include the establishment of a national ethic
that children have a right to be supported by both parents. The need is
basic . . . children need their child support!

It is important for the reader to understand that practitioners in
the field of support enforcement believe that the wrong approach has been
used in the attempt to address the issue of poverty among children.
Although well meaning, the vast network of social legislation addresses
the symptom of the problem rather than the cause. The system provided
welfare first, and later as an afterthought .. child support
enforcement. This course of action was taken in spite of the fact that
at least 80% of the reasons for eligibility for Aid to Families with
Dependent Children (AFDC) has been insufficient child support from the
absent parent.

It Is obvious to practitioners that if the national effort to try to
fix the AFDC and other related welfare programs had instead been invested
In curing the disease (lack of support), the nation would not be paying
an estimated $30 billion annually for public entitlements. The primary
reason for the 30 billion dollar problem was and still is caused by the
lack of child support. The problem is not isolated to children receiving
public assistance. Regardless of the income level, millions of America's
children are being economically deprived and cannot achieve true
potential if financial support is withheld by one or both parents.

In 1975, when Congress established the Child Support Program (Title
IV-D of the Social Security Act), the establishment of a comprehensive
support enforcement system was envisioned. In mandating states to
provide AFOC and non-AFDC related services, it appeared the purpose of
the program was to provide an opportunity for all children to receive
support from their parents through more effective enforcement of state
and federal child support laws. While the primary objective was to
directly reduce the increasing burden on the taxpayer of maintaining the
AFDC program, the law also required states to provide child support
enforcement services for all applicants that were not in the AFDC program.

Child support practitioners are of the opinion that the program's
focus from the federal perspective has changed. Instead of encouraging
states to collect child support for--children,'. AFDC collections for
governmental reimbursements are now emphasized. The law created two
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programs to address the one issue of non-payment of child support.
However, the federal government began to concentrate more than ever on
the public assistance aspect of the Child Support Program by consistently
recognizing only the AFDC related accomplishments. Faced with this
situation, states are placed in a position of either following the letter
of the law while ignoring the operational directives of the federal
government, or deemphasizing regulatory requirements to adhere to the
federal directives.

Actual collection history indicates that states vary considerably in
their approach to the two services. Some states concentrate on AFOC

-collections while others focus on non-AFDC services. In FY 81, the
program collected $1,628,894,466 at a cost of $512,517,943. This 3.18 to
1.00 ratio is obviously successful. A total of $958,256,541 was
collected in the non-AFOC portion of the program and $670,637,925 in the
AFDC portion.

Several studies done by individual states indicate that the non-AFDC
child support program is responsible for saving millions of dollars each
year in welfare costs avoided. The non-AFDC portion of the program
encourages independent child support payments. This reduces the need for
governmental dependency while helping to curtail financial deprivation in
general. Federal law allows states, at their option, to charge a fee for
these services. However, fees are not universally charged and experience
has shown that when they are, they do not cover the cost of the non-AFDC
portion of the program.

Decision makers need to realize that both portions of the program
are cost effective and vitally important. Sufficient funding must be
retained to adequately address both AFDC and non-AFOC child support
cases. The establishment of paternity, interstate collections, and the
many facets of the total problem of child support enforcement are common
to both caseloads. In the final analysis, there is no substantial
difference; it is a matter of children and their right to be supported by
their parents. Decision makers need to redirect their priorities to
address this vital root cause of poverty among children. Both parents,
not govermental aid progrms, need to be responsible for their
children. The current Child Support Program is in the infant stage of
returning this responsibility of all children to the parents.
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'HISTORICAL PERSPECTIVE

The first question to be answered was, OWhose obligation is it to
support children?8. Common law has historically failed to impose on
absent parents a civil obligation to support their children. Although
custody of children has traditionally been given to the mother, and the
absent parent was the father, common law had not expanded much past that
point. As late as 1953, the Supreme Court of New Jersey had difficulty
finding a legally enforceable support obligation which bound the father
to his children. The need was so basic -- but the remedy only referenced
"natural law.

Viewed as a state and local problem for many years, federal
attention was attracted as costs in the Aid to Families with Dependent
Children (AFDC) program continued to escalate. Inadequate laws and a
lack of funding were producing low child support collections while over
80 of those receiving AFDC were eligible due to the non-payment or
insufficient payment of child support obligations. Contributing to the
problem was the prevailing attitude that government, rather than the
absent parent, should support abandoned children by means of the AFDC
program. Unfortunately, this gave more credence to the concept that it
was the custodial parent's responsibility (usually the mother's) to
support the children. Oue to the social acceptance of this trend,
thousands of single parent families (even those not reliant on AFDC
benefits) were left without a viable means of support.

To address this probla, Senator Russell Long, then Chairman of the
Senate Finance Comittee, and Representative Martha Griffith, then
Chairwoman of the Subcmmittee on Fiscal Policy of the Joint Economic
Com ittee, developed and published an analysis of the welfare system.
Both were dedicated to improvement of child support enforcement laws and
practices. Changing social mores and the complexity of the problem
helped to convince Congress to relieve the plight of the single parent by
creating a federal office with oversight responsibility; the Office of
Child Support Enforcement, (OCSE) was created effective August 1, 1975.
The Title IV-D amendments to the Social Security Act created a funding
mechanism to address this chronic national problem.

In their deliberations on the creation of the Federal Child Support
Enforcement Program, the Senate Finance Comittee stated:

'The Camittee believes that all children have the right to
receive support from their fathers. The Committee bill, like
the identical provision (H.R. 3153) is designed to help
children attain this right, Including the right to have their
fathers Identified so that support can be obtained. The
mediate result will be a lower welfare cost to the taxpayer
but. more mportantl y, as an effective support collection
s tem is established fathers will be deterred from desertino
their families to welfare and children will be spared the
effects of family breakup. (Emphasis added).
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Federal Involvement Was Necessary

Since the late 1950's, the number of single parent families has
increased dramatically. That growth is directly attributable to the
escalating numbers of divorce, marital separation and out-of-wedlock
births. Then as well as now, the custodial parent, usually the mother,
faced with a financial crisis often seeks financial assistance through
governmental outlets. Since most heads of single parent households enter
the work force at an inadequate wage level, they find their incomes
insufficient to meet ordinary household expenses, day care, clothing and
the transportation expenses related to working. The combination of the
burdens of daily work, which provides an Inadequate income, and the
complete responsibility for rearing the children, often overwhelms the
custodial parent. TheSe factors, coupled with the lack of financial
support from the absent parent, often place the custodial parent in a
position of financial dependency upon governmental programs.

Current national estimates Indicate one out of every three marriages
in the United States ends in divorce. There is an obvious correlation
between the increasing divorce rate and the increase in the number of
welfare families with single parents heading the household.
Seventy-eight percent of all welfare households consist of a single
parent, usually a woman, who is providing the basic needs for her family
through an assistance grant because the father withdrew or never provided
financial support. When absent parents default and avoid their financial
responsibilities, the chance of their children being supported by a
governmental aid program is much higher. A study presented to the Senate
Finance Comittee by N. Winston and T. Forsher, "Non-Support of
Legitimate Children-by Affluent Fathers as a Cause of Poverty and Welfare
Dependence, stated that non-support of legitimate children by affluent
fathers was often a cause of poverty and welfare dependence. Another
conclusion in the study was that many attorneys and public officials
found child support issues boring and in some instances were even hostile
to the concept of fathers being responsible for their children.

The Scope of the Non-support Problem

How serious is this problem of non-support of families by absent
parents? Over seven million children are presently receiving public
assistance In the United States through the various federal and state
welfare programs. Of greater concern is the possibility that the very
existence of the welfare program has caused some of the absent parents to
conclude that if they have marital difficulties, they need not' worry
about the consequences of financially abandoning their families. From
their perspective, the government will provide assistance for their
children while they establish new lifestyles and often become parents of
more children.-
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The number of children in single parent households is growing at a
rapid rate. The 1970 census figures showed 8,265,500 children living
with only-one parent. By 1980, the number had grown to 12,163,600,
nearly a 50% increase! The problem from a financial perspective is that
nationally less than half of these custooial parents received the money
due to them.

In the early stages of the welfare program, little was done to
recoup the welfare dollars expended. As a result of this lack of action,
many absent parents who may have been capable of paying became remiss in
their obligation to support their children. For a considerable period of
time, they were not made to bear the costs of supporting their children.
Society simply "picked up the tab." The cost of the tab, however, has
become incredible. In 1956, the total cash benefits expended in
assistance to children was just over $617 million. By 1982, that figure
increased to an astounding $12 billion annually -- a 2000% increase In 22
years. As staggering as that figure may be, it is not all inclusive.
Additional billions were spent on food stamps, medicaid benefits, foster
care, juvenile institutions, and other related programs.

THE CHILD SUPPORT ENFORCEMENT (IV-D) PROGRAM

Because of the immensity of the problem, in 1975 Congress enacted
Public Law 93-647. Maintaining a child support program became an
individual state eligibility requirement to receive federal match funding
in Aid to Families with Dependent Children (AFDC). The Federal Office of
Child Support Enforcement (OCSE) promulgated regulations covering the
maintenance of case records, the establishment of paternity, the locating
of absent parents, the enforcement of support, and the use of cooperative
agreements among the states. The administration of the program was left
to the state child support units, which are required to function within
the parameters of federal regulations, local and state laws, county,
and/or judicial prerogatives.

Originally, federal financial participation provided for 75% of the
administrative costs of operating a child support program. The remaining
25% was provided by the state and or local government. With the 1982
changes in federal law, effective 10/1/82 financial participation is now
a 70% - 30% split.

To encourage cooperation between states, local governments, other
political jurisdictions, and to increase AFOC collections, the federal
government also provided for a 15% incentive payment on AFDC
collections. This 15% payment is deducted from the federal share of the
AFDC distribution. However, the 1982 legislation provides that as of
October 1, 1983, the 15% payment rate will be reduced to 12%. Lowering
the incentive percentage rate will actually provide a disincentive to
state programs.



441

A financial commitment is necessary to begin reversing the trend
toward lack of cooperation between states that has developed. Continued
and expanded support at the national level will result in future growth
and success In the program. At the same time, the individual families
will move toward less dependence upon the federal and state government
for financial support.

There are two categories of cases; AFDC and non-AFDC. For children
receiving AFOC, collections are distributed back to the state and federal
governments. These collections are distributed between the two based
upon the matching grant rate which the federal government provides to
each state for their medicaid and AFDC programs. For families who are
not receiving AFDC, collections are sent directly to the custodial
parent. Neither the state nor the federal government receives any
portion of non-AFDC collections (except fees), but both directly benefit
because the collections do significantly reduce the potential for AFOC
eligibility.

In FY 81, 1.6 billion dollars In child support payments were
recovered from absent parents. This recovery effort represents a step In
the right direction, but many barriers still exist which inhibit
effective and efficient child support collections. The major barriers
have been the lack of enforceable laws and resources to handle the
immense nature of the problem. The difficulty is compunded by the large
number of absent parents who cross state lines in an attempt to avoid
payment of support. Nationally, only 11.3% of the absent parents whose
children are on welfare are actually paying child support. Reliable data
now exists which indicates that this figure can be greatly Increased. A
number of states are already receiving payments on over 20% of their
cases.

The most current information available to the states demonstrates
continuous progress in program effectiveness. The data below has been
extracted from the 6th Annual Report to Conlress, published by the
Department of Health and Human Services, Office of Child Support
Enforcement.

TA8LE 1

1976 1977 1978 1979 1980 1981

Total Child Support $512 mil. $864 mil. S1,048 mil. $1,333 mil. S1,478 mil $1,629 nil.
AFDC Collections 204 nil. 423 mil. 472 mil. 597 mil. 603 mil. 671 mil.
Non-AFOC Collections 308 mil. 441 mil. 576 mil. 736 mil. 875 mil. 958 Mil.
Paternities Estab. 14,706 68,263 110,714 117,402 144,467 163,554
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Non-AFDC Collections

It is worthwhile to note, in reference to the figures on the graph
below, that the funds collected in the non-AFOC category are distributed
directly to families not on public assistance. Several independent state
studies have estimate that 15% to 25% of these families would be on
public assistance if the child support collection service were not in
place. This translates into substantial savings in AFOC, food stamp, and
medical assistance expenditures.

Table II depicts annual collection totals for the non-AFDC portion
of the program. Collections increased nearly 117% during the five year
reporting span and the effect from this collection effort Is a reduction
in individuals receiving AFDC assistance. While termed "cost avoidance*,
the AFDC reduction reflects a substantial savings in all welfare program
expenditures. There would be a significant increase in the number of
AFDC applicants if the non-AFDC collection program were allowed to
diminish.

TABLE II
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Non-AFDC collections indirectly offset the costs of the public
assistance program. Table III shows the costs compared to collections In
the non-AFDC program. It is significant to note that while the non-AFDC
collection total is now one billion dollars annualy, this collection
future has not been used in the evaluation of the program's achievement.
On-the other hand. the cost of Oeratlons has been used as an Integral
part of the program evaTuation. Practitioners are concerned about this
and puzzled by the lack of compliance with congressional intent.

TABLE III

NON-AFDC CHILD SUPPORT
COLLECTIONS COMPARED TO EXPENDITURES
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AFDC Collections

AFDC collections directly offset the costs of the public assistance
programs. Table IV reflects significant annual AFDC collection increased
during the periods FY 77 to FY 81. The program has experienced a 59%
increase in funds recovered. Favorable legislative action or improved
enforcement techniques at the federal, state, and local level, are
directly attributable to this trend.

TABLE IV

AFDC
COLLECTIONS
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AFDC and Non-AFDC Collections

A combined chart (Table V) showing the effectiveness of the AFDC and

non-AFOC initiatives provides dramatic Illustration of the program's

success. This shows the difference between collections and expenses.

Clearly, collections are running ahead of expenses by a 3 to 1 ratio.
From FY 77 to FY 81, annual collections have increased by more than 750
million dollars, while the corresponding figure for expenses shows an
increase of about 200 million.

TABLE V

TOTAL CHILD SUPPORT
COLLECTIONS COMPARED TO EXPENDITURE
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Interstate Collection Difficulties

Due to the Nation's transient population, some states are
experiencing a large influx of absent parents. These states are
collecting an increasing amount of child support which is sent to another
state where the custodial parent and children are living. In many cases
there is a -considerable difference in the amount that is sent out of
state as opposed to what is returned. The local jurisdictions within the
states are experiencing similar problems.

The state and local jurisdictions that actively pursue collection
work on behalf of others, must deal with a distorted and often negative
collection to expenditure ratio. This problem is complicated even
further by the lack of uniform laws and legal requirements. It is
imperative for the absent parent population to recognize that moving to
another state does not eliminate their child support obligation.

Currently OCSE has initiated a contract to the National Institute of
Child Support Enforcement (NICSE) to survey and study the interstate
collection problem. This will include contact with approximately 10,000
jurisdictions and/or organizations which perform child support services
nationwide. Work on this contract will start in early 1983.

'Establishing Paternity

A significant factor which has contributed to the increased growth
of the welfare program (AFDC) is the number of children born
out-of-wedlock. According to statistics maintained by the National
Health Center in 1979, there were an estimated 597,800 out-of-wedlock
babies born In America. This was approximately 17% of all births, but is
even more striking when compared to statistics of a decade ago. In 1970,
unwed mothers had 399,000 babies, or 10.7% of all births for that year.
OCSE reports that the large increase in the non-marital birth rate has
brought a corresponding increase In the cost of AFDC funding.

The *inherent right of the child starts with paternity
establishment. Legally identifying the father establishes potential
Social Security, veteran's assistance benefits, insurance benefits, and
potential inheritance rights. It is the first step in shifting the
burden of support from a government program back to both parents.

Currently, OCSE has initiated two contracts to study the cost
effective aspects of doing paternity establishment. Work on these
contracts will start in early 1983.
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Table VI indicates a 68% increase in paternity determinations during
the four year period ending 1981. This demand for paternity
establishment should be paramount in every child support unit, however,
the task is extremely expensive. These costs are inmedlate while the
benefits are of a long term nature.

TABLE VI

PATERNITIES ESTABLISHED
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Locating Absent Parents and Establishing Support Obligations

In order to increase collections during the short history of the
program, states have had to work on locating absent parents and
establishing support orders.

Before a case can be established as an enforceable
parent must be located. Table VII indicates the number
located for the establishment or enforcement of
obligation.

order, the absent
of absent parents
a child support

TABLE VII

ABSENT PARENTS
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Once the absent parent is located, a legally binding child support
obligation must be established. Table VIII indicates the number of
obligations that have been established.

TABLE VIII

SUPPORT OBLIGATIONS
ESTABLISHED
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Increase In Cases Paying

The combined factors of locating the absent parent and establishing
an obligation to pay has lead to a significant increase in the number of
cases paying each month. Table IX Illustrates this trend for both AFDC
and non-AFDC cases over a three year period.

This chart points out the number- of AFDC and non-AFDC cases paying
and should be compared with amounts of money collected as indicated in
Tables II and IV.

TABLE IX

AVERAGE NUMBER OF CASES
PAYING EACH MONTH
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RESTRUCTURING

In 1982, operating under the premise that the program. could be made
more effective, Nfinancial restructuring* was sought by OCSE within the.
Reagan Administration. There was, however, a considerable difference of
opinion with regard to *Restructuring" between OCSf and the practitioners
involved in the work. OCSE believed that "Restructuring' provided an
incentive requirement that would force states to improve their child
support programs. The practitioners in this field were convinced that
"Restructuring" had major operational deficiencies that would hurt the
program and set it back to pre-1975 levels. Although the dramatic
restructuring sought by OCSE was not implemented, it is mentioned here
since a modified version is currently before Congress.

Federal funding for the Child Support Program should be provided to
ensure services for all needy children. The costs of establishing
paternity cases should be recognized for their immediate nature as
compared to their long range benefits. The AFDC cost avoidance aspect
and other services provided in doing non-AFDC work as well as the
transient or interstate nature of the absent parent should be considered
as major factors in operating the child support network.

Instead of restructuring, the federal funding participation was
reduced from 75% to 70% effective October 1, 1982. Effective October 1,
1983, "incentive payments" will be reduced from 15% to 12%. The concern
of practitioners In the field is that these reductions will cause program
atrophy. The program may dwindle because state and county budgets are,
in many instances, not able to carry the load. This reduction in the
federal portion conveys a message to all absent parents that non-payment
of debts, like child support, is acceptable. Rather than crippling the
program by changing the financial structure, emphasis should be placed on
enhancing program efficiency through improved program direction. Better
laws for the rights of the child, stronger recognition of existing laws
by the judicial branch, and improved enforcement will bring the savings
needed to continue a very effective program.

THE DILEMMA OF NON-AFDC PROGRAM DIRECTION

A major problem facing all states at this time is how vigorously to
pursue the non-AFDC program. The regulations which provide for. federal
financial perticipation require the states to provide child support
service to both the AFDC and non-AFDC families. However, emphasis is on
AFDC collection. Caseload comparisons indicate that the states vary
considerably in their approach to working both caseloads. Some states
concentrate their main effort in the AFOC area, while others focus on the
non-AFDC caseload. Reasons for this vary widely; some states react to
state statutes which provide their guidance, while others operate from
administrative direction. The paradox each state must face is whether to
follow the letter of the law or the direction from the Office of Child
Support Enforcement.
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The wide variance in the.,state programs is illustrated by the fact
that in one state only 0.9 percentage. of their cases are non-AFOC. At
the opposite extreme, another state has 81.3 percentage of its cases in
the non-AFDC category. The dilema is highlighted by the fact that both
states are apparently meeting federal compliance requirements.

It appears that the reason AFDC has been emphasized over the
non-AFDC work has been the difficulty in measuring the cost avoiding
aspects of the non-AFOC program. It is noteworthy that a federal
contractor, Maximus Corporation, in their first year study of the Child
Support Program, concluded that approximately $323 million a year in
costs of AFDC assistance were avoided through the states' pursuit of
non-AFDC collections. Conversely, in their second year study as
published in February 1982, they denied the existence of this cost
avoiding aspect and indicated that any savings obtained were essentially
lost through increased participation by marginal income households in
food stamps and medicaid benefits. Based on the contradictory nature of
their reports from year-to-year, it must be concluded that their data at
this point is certainly inconclusive.

Currently, OCSE Is preparing a contract to determine the cost
avoiding aspects of the non-AFDC program. Work on this contract is
scheduled to start during the summer of 1983.

One of the primary groups affected by the non-AFDC program are
former AFDC recipients who are working in marginal income Jobs.
Obviously, if child support can be collected for these individuals, then
very frequently even minimum wage Jobs will preclude their need for
assistance. Therefore, the need for strong non-AFDC collection efforts
has never been greater or more beneficial.

While both programs are funded at the 701 FFP rate, many states are
unsure as to how vigorously to pursue the non-AFDC effort given the
current federal philosophy of emphasizing AFDC. Practitioners believe
that some direction should be initiated by the U.S. Congress in this area.

Several options are available:

Increase federal funding for expansion of non-AFDC and
interstate services. Required with this is a clear statement
that this is the direction to be pursued and that non-AFDC
services are important and necessary.

Continue federal funding at the current level for non-AFDC and
interstate services with optional state fees for recovery of
costs. Required with this is a clear statement that this is
the direction to be pursued and that non-AFOC services are
important and necessary.
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Limit program participation to some prescribed level of
income. Required with this is a clear statement that service
is limited to low income individuals.

Mandate recovery of costs by some uniform deduction from
collections. Required with this is a clear statement that the
custodial parent is to bear part of the costs in operating the
program.

Separate federal funding for the AFDC program from the
non-AFDC and interstate portion of the program. Each segment
should stand alone.

Problems Within the Present System

The present child support enforcement system lacks reliability and
is very slow to react to children's needs. It takes months after a
family has separated to procure a child support order and in over 50% of
the cases the court order produces little or no results for the child.
In comparison, when someone applies for AFDC, rules and regulations
ensure that within a 45-day processing period, the eligible applicant
will receive money. The AFDC grant Is reliable; it comes in monthly and
generally the amount is consistent. Thus, the child's subsistence is
assured. On the other hand, the custodial parent will often find that
the child support order and the enforcement efforts may not produce a
payment in time to do any good. Private legal representation is
available but most custodial parents find it difficult to meet their
basic needs, much less afford legal services.

At first both the child support and AFDC systems appear complicated
and intimidating. However, the AFDC system is easier to learn while
allowing the client to function independently. This system also provides
food stamps and medical care. On the other hand, a lay person has
difficulty functioning within the child support system and often has to
depend upon legal representation with no guarantee of payment where their
children are concerned. It is hard for the custodial parent to
understand the delays involved in enforcement and due process for the
absent parent. Thus, the c1lld's immediate needs often supercede
allowing the child support syst,:a a chance to work.

The Child Support program does offer some relief from these
complications for the custodial parent. All the deficiencies and delays.
are still there but the program does assist the custodial parent with the
enforcement process. The practitioners recognize that a child support
system that speaks to these problems must be developed so the AFDC
Program does not appear to be so attractive.
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Strengths and Accomplishments Within the Present System

More children than ever before receive child support and a larger
number of paternity establishments are occurring. Simply stated, the
program has created substantial results. States are recognizing the
positive influences and are trying to enhance their programs by passing
more effective legislation. Wage assignments, chemical analysis to
establish paternity, enforcement of support orders through administrative
processes and intercepting state/federal tax refunds are improving the
efficiency of the system as a whole. Steps have been taken in the area
of paternity to reduce blood testing costs and legal fees. Performance
measures are being Initiated to focus on collection goals.

POLICY DECISIONS

Considerable progress has been made in the seven year history of the
program. Still, challenges remain and basic questions need to be
addressed.

Should the Child Support Program be viewed as a service or
revenue generation oriented program?

Should child support, coupled with an employment readiness and
placement program, become the safety net for custodial parents
and children who experience financial deprivation when the
absent parent leaves the home, or should they depend on AFDC?

Should a complete system reform occur?

For purposes of discussion, when giving consideration to any type of
system reform, it is important to recognize two factors. State
administration, resources and environmental factors will vary to such
extremes that development will vary within each state. At this point in
time, the Title IV-D Child Support Enforcement Program does not represent
all children. When reviewing the system as a whole, the variances in
each state should be recognized and all children must be considered.
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RECOMMENDATIONS

" A congressional oversight committee should be established to study
the ongoing needs of children deprived of child support.

* Initiation of congressional hearings to provide an opportunity for
an analysis of the nation's child support network and recommendation
for program enhancement.

* The system must obtain initial support payments for the child in
less than 45 days.

National guidelines should be established to determine the child's

support needs and allowance.

" A stronger interstate system needs to be developed.

* Legislation must be passed requiring states to have mandatory wage
assignments for child support payments.

" Legislation must be passed requiring states to provide for an
administrative or quasi-Judicial system.

* Legislation must be passed requiring states to provide for offset of
state income tax refunds.

" There must be a move from a passive to an active system.

T rhe emphasis needs to be on collections.

All employers must be required to provide locate and employment
information.
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SUIMARY

In the past, federal, state and local governments have not placed
enough emphasis on child support enforcement programs. It cannot be
overlooked that this lack of emphasis was attributable to the fact that
recoupment programs were not compatible with the existing social
philosophy. As those times have changed, it may be helpful to refer back
to a quote that is well over 100 years old and is still true today.

"If we first knew where we are and whither we are attending,
we would better know what to do and how to do it."

-Abraham Lincoln

It should be the policy of this Administration and Congress that the
federal government be actively involved in working with the states to
develop more effective and efficient programs. With increased national
emphasis, the Child Support Program will get the additional support and
recognition so greatly needed at the state and local levels.

Over 13 million children need a system they can depend on. The vast
nature of the problem requires attention at the national level. Absent
parents cannot be allowed to ignore the most basic obligation -- that of
supporting and caring for their children.
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NATIONAL COUNCIL OF STATE CHILD SUPPORT ENFORCEMENT ADMINISTRATORS

Purpose

The Council was formed to promote the development of legislation
and/or policies which would have a positive effect upon the state and
national Child Support Enforcement program. The Council provides a forum
for the State Child Support Enforcement Administrators to discuss common
problems and solutions associated with program administration. It also
provides a structured medium for continuous communication with the
Federal agencies as to the views, consensus and professional opinions of
state practitioners.

Membership

Membership in this Council is open to each state's Child Support
Enforcement Administrator.

Information

For additional information about the Child Support Program in a
particular state, please contact that state's program administrator.

For more information about this report, contact one of the Council
Officers listed below or the State Administrators within your region as
listed on the next page.

Dan R Copeland
Council President
201 E. Ninth Avenue, Suite 202
Anchorage, Alaska 99501
(907) 276-3441

Barry Fredrickson
Secretary/Treasurer
Post Office Box 2960
Austin, Texas 78769
(512) 835-0440

Jerrold H. Brockmyre
Council Vice-President
P.O. Box 30037
Lansing, Michigan 48909
(517) 373-7570

John P. Abbott
Past President
3195 South Main Street
Salt Lake City, Utah
(801) 486-1812
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Region I

Connecticut
Maine
Massachusetts
New Hampshire
Rhode Island
Vermont

New Jersey
New York
Puerto Rico
Virgin Islands

Del aware
Maryland
Pennsylvania
Virginia
West Virginia
Washington, D.C.

Alabama
Florida
Georgia
Kentucky
Mississippi
North Carolina
South Carolina
Tennessee

Illinois
Indiana
Michigan
Minnesota
Ohio -

Wisconsin

Contact:
Mr. Anthony DiNallo, Chief
Child Support Division
110 Bartholomew Avenue
Hartford, CT_.6115
(203) 566-3053

Region II

Contact:
Mr. Meldon Kelsey, Director
Office of Child Support Enforcement
40 North Pearl Street
Albany, NY 12243
((518) 474-9081

Region III

Contact:
Ms. Sandra Gilmore, Director
Office of Child Support Enforcement
1900 Washington Street, East
Charleston, WV 25305
(304) 348-3780

Region IV

Contact:
Ms. Susan Smith, Chief
Child Support Enforcement
443 N. Harrington Street
Raleigh, NC 27603
(919) 733-4120

Region V

Contact:
--Mr. Jerrold Brockmyre, Director

Office of Child Support
300 South Capitol Avenue
Suite 621
Lansing, MI 48909
(517) 373-7570



Arkansas
Louisiana
New Mexico
Oklahoma
Texas

Colorado
Montana
North Dakota
South Dakota
Utah
Wyoming

25-711 0 - 83 - 30
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Region VI

Contact:
Mr. Barry Fredrickson
Assistant Commissioner
Child Support Enforcement Branch
P.O. Box 2960
Austin, TX 78769
(512) 835-0440

Region VII

Contact
Ms. Betty Huml, Director
Child Support Enforcement Program
Perry Building - First Floor
2700 West Sixth Street
Topeka, KS 66606
(913) 296-3237

Region VIII

Contact:
Mr. Ray Linder, Bureau Chief
Child Support Enforcement Bureau
P.O. Box 5955
Helena, MT 59601
(406) 449-4614

Region IX

Contact:
Mr. John Ahl, Program Acministrator
Child Support Enforcement
P.O. Box 6123 - Site Code 966C
Phoenix, AZ
(602) 255-3465

Region X

Contact:
Mr. Dan Copeland, Director
Child Support Enforcement Division
201 E. Ninth Avenue, Suite 202
Anchorage, AK 99501
(907) 276-3441

Iowa
Kansas
Missouri
Nebraska

Arizona.
California

-Hawaii
Nevada
Guam

Alaska
Washington
Oregon
Idaho
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Statement of

The National Council of Senior Citizens

Senate Committee on Finance

Hearing on The Retirement Equity Act of 1983
and

the Economic Equity Act of 1983

June 20, 1983

The National Council of Senior Citizens is a non-profit,

non-partisan organization with over 4,500 clubs and state and

area councils in all 50 states, representing over four million

elderly persons. We welcome this opportunity to comment on the

issue of women and pensions. Given our constituency, our partic-

ular interest is-ensuring adequate and reliable pension benefits

for older women. We believe that S. 19, the Retirement Equity

Act, and S. 888, the Economic Equity Act, address some of the

problems associated with the existing pension system.

The elderly population in this country is approximately 26

million. Of this figure, more than 15 million are elderly women,

60' percent of whom are widowed, divorced, separated or never

married: they do not have the economic support of a husband. Most

single older women do not remarry, and because they have increas-

ingly longer life spans, can spend more than 18 years alone.

This generally translates into a lower economic status for

older women, especially those living Alone. In 1981, the median

income for single elderly men was $8,173; for single elderly

women, it was $4,757, 58 percent of men's income. Half of all

older women had incomes below and within $400 of the official

poverty level.
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Older women have four main sources of income: Social

Security, pensions, earnings and asset income. On the average,

older women receive 48 percent of their income from Social

Security, 14 percent from pensions, 9 percent from earnings, 22

percent from assets, and 7 percent from other sources, including

means-tested programs and fab-ily contributions.

However, these figures- are deceptive since only a small

fraction of women over 65 actually receive pension benefits.

In 1981, 13 percent of all women over 65 received private pension

benefits; the average pension benefit received was about $2,427,

-- based either on their own work experience, or as survivors of

working spouses. For 60 percent of all unmarried .qlder women,

Social Security is their sole source of income. The median income

of older women from all sources was less than $4,000, or nearly

equivalent to the poverty level.

From these statistics, two conclusions can be drawn. first,

that as a source of retirement income for older women, pension

benefits are clearly a relatively minor source; and, second, that

many older women live perilously close to or under the poverty

line.

Recent statistics uphold this latter statement. Nearly 3.9

million elderly Americans were in poverty in 1981. Seventy-two

percent of them were women; nineteen percent of all women over 65

were at the poverty level in 1981.

Older women today tend to be overrepresented in the aged

poor largely due to historical working patterns and dependency

on men. Until recently, a woman's work generally consisted of
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homemaking, child-rearing, and supporting her husband, the wage-

earner, in his career. Because women worked outside the home so

infrequently, they had litte opportunity to accumulate personal

savings and investments.

Therefore, the economic status of today's older woman is

dependent on her husband and his current income and retirement

income. Older women receive no economic benefit for their past

contributions to their families. This leaves older women vulner-

able to losses of benefits and income through divorce or death of

the wage-earner. This is especially true in the case of private

pensions.

Women often do not receive pension benefits--less than ten

percent of all widows receive widows' benefits. Nor do many women

earn pensions in their own right. Only 21 percent of all women

employed in the private sector are covered by pension plans on

their longest held jobs. Only 13 percent of all women actually

receive any of their benefits. Pensions cannot presently be

relied upon to provide even partial economic security to older

women.

We will leave it to others to discuss the general problems

surrounding pensions and women. Our main concern is with two

problems particularly affecting older women--the widow's benefit

and the disposition of benefits upon divorce.

An older woman may be sadly surprised to learn that she

cannot collect benefits from her--late husband's pension. As the

system is now structured, the employee-husband has the sole right

to elect a joint and survivor's annuity, otherwise known as the
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widow's benefit. Choosing this annuity means that as a couple,

they will receive reduced pension benefits and the widow will

continue to receive benefits (1/2 of what the couple received)

after her husband's death. If the husband does not choose the

widow's benefit, the couple will receive higher pension benefits

for the husband's lifetime.

The election of benefit plan is solely in the hands of the

employee--he does not have to inform his wife of whatever choice

he makes. A husband may waive the widow's benefit without noti-

fying his wife. Less than 40 percent of married employees elect

to receive widow's benefits. Sixty percent have left their wives

without this source of retirement income.

Even if the husband does elect the joint and survivor's

arinuity, there are circumstances under which the widow still will

not receive it. A wife will not receive benefits if the husband

dies prematurely. That is, benefits do not have to be paid until

an employee is within ten "years of normal retirement age or

reaches early retirement age. Even if her husband was vested and

eligible, a widow will not receive benefits if her husband dies

too early. In addition, a widow will be denied benefits if her

husband has elected the widow's benefit but he dies within two

years of his choice. The questionable reasoning accompanying

this is that it is to help prevent adverse selection. The un-

fortunate result is widows left without pension benefits.

In divorces, pension benefits are not always included in

property settlements. Treatment of pensions upon divorce varies

greatly depending on state law and the courts. Even in those
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states which divide property equally, not all consider pensions

property. This especially hurts long-married women, who are di-

vorced in later years. Moreover, survivor's benefits are not

paid to divorced spouses.

We believe changes should be made in the pension system to

allow pension benefits to play a greater role in the retirement

income security of older women. The problems existing now almost

exclusively victimize women and prevent pension benefits from

providing a reliable and adequate source of income. We believe,

in particular, that the wife should be consulted in the election

of a joint-survivor's annuity and that her written consent be

required before any choice is made. We also believe pension

benefits should be paid to widows whose husbands die prematurely

but who are vested at the time of death. Finally, we believe

pensions should be considered legitimate property right, partic-

ularly in cases of divorce. S. 19 and S. 888 specifically

address these concerns. In order to rectify some of the inequities

in the current pension system, we urge that S. 19 and S. 888 be

given careful consideration. -
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National Employee Benefits Institute

INTRODUCTION

The National Employee Benefits Institute ("NEBI")

represents more than $31 billion in pension assets. NEBI was

formed in 1977 to provide its members with direct access to all

levels of administrative agencies and departments in

Washington. The Fortune 1000 companies participating in NEBI

are leaders in the field of pension planning and are vitally

concerned with the policies underlying pension legislation and

regulations.

NEBI supports the efforts of Congress to strengthen

the private pension system. In 1974, the Employee Retirement

Income Security Act ("ERISA") introduced federal legislation

governing pension plans and other employee benefits. For the

most part, American employers and employees adjusted to the

requirements imposed under ERISA. After a period during which

the number of plans being terminated increased markedly and the

number of newly qualified plans declined precipitously, the

private pension system again began to expand.

The Tax Equity and Fiscal Responsibility Act of 1982

("TEFRA"), made significant changes, both substantive and

administrative, in employer sponsored retirement plans. Since
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portions of TEFRA have not been fully implemented, its ramifi-

cations, especially upon small employers, have not yet been

fully determined. Before making additional changes to the

private pension system, NEBI urges Congress to consider

seriously the consequences of those changes and to measure the

appropriateness of those changes in relation to the nation's

experience with ERISA and TEFPA, the current state of the

nation's public retirement program and the current condition of

the American economy.
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.TESTIMONY

In response to the press release issued by Senator

Robert J. Dole (R-Kansas), Chairman of the Senate Committee on

Finance (the "Committee"), NEBI requested that its members and

other interested parties review the provisions of S. 19 and

S. 888, analyze the potential impact of these bills upon the

private pension system in general, and their own pension and

other employee benefit plans in particular, and submit their

co mnents to NEBI. In accordance with Senator Dole's request,

these comments have been consolidated for purposes of presenta-

tion to the Committee. Attached as Exhibit A is a chart which

compares current provisions of the Internal Revenue Code and

ERISA (as amended) with the amendments proposed under S. 19 and

S. 888, respectively. Comments which have been received and

summarized to date with respect to these amendments appear in

the order in which these amendments are compared with current

law on Exhibit A.

1. Cash-out Ceiling. Members support the proposed

increase in the cash-out ceiling from $1,750 to $3,500 which is

contained in S. 19, and recommend its inclusion in S. 888.

This change provides needed recognition of the increased cost
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of providing retirement annuities which has resulted from the

high rate of wage and benefit inflation over the past 10

years. Members also requested that the bills mandate amendment

of the Pension Benefit Guaranty Corporation regulations regard-

ing plan terminations to permit cash-out of an employee upon

termination of a plan where the present value of her/his

accrued vested-benefit does not exceed $3,500 (instead of the

current limit of $1,750). Several members, recommended that

the cash-out ceiling be raised to $5,000.

2. Assignment of Pension Benefits in State Domestic

Relations Proceedings. Members generally support the provi-

sions of S. 19 and S. 888 dealing with assignment of pension

benefits pursuant to Judgments, decrees or orders ("Decrees")

entered in state court divorce or separation proceedings.

These provisions provide needed clarification and codification

of current case law. Several members noted that they had

already incorporated similar provisions in their existing

plans. Members were concerned, however, that the provisions of

S. 19 and S. 888 might be construed to elevate the status of a

divorced nonemployee spouse to that of a participant in a

plan. Such a construction, could cause the plan to incur

increased administrative costs (to deal with the increased

number of participants), could necessitate payment of a sub-

stantially increased amount of termination insurance premiums
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to the Pension Benefit Guaranty Corporation (especially if the

proposed increase in such-premiums to $6 per participant is

adopted) and could cause the plan administrator and other plan

fiduciaries to become liable to an increased number of

parties. NEBI suggests that these potential problems could be

eliminated by specifically providing that a divorced non-

employee spouse will not be considered a participant in a plan

as the result of a Decree entered in a state court divorce or

separation proceeding with respect to benefits provided under

the plan.

3. Distribution Pursuant to Decree Entered in State

Court Domestic Relations Proceedings. 'Members generally do not

oppose the provisions of S. 19 which require that a plan which

provides benefits in the form of an annuity must make a single

life annuity available to the recipient of benefits pursuant to

a Decree entered in a state court domestic relations proceed-

ing. To insure that a plan would not be required to pay bene-

fits in excess of those payable had there been no divorce,

members recommended that S. 19 and S. 888 should also provide:

(a) that the total value .of the annuities paid to the employee

and the nonemployee spouse as a result of such a Decree must

not exceed the actuarial value of the benefits which would have

been paid had they remained married; and, (b) that the accrued
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benefit of the employee at the time such Decree is entered is

the maximum amount available for division pursuant to such

Decree, subject only to an increase in the employee's vesting

percentage.

4. Lump Sum Distribution/Rollover Treatment for

Distribution of Benefits Pursuant to Decree Entered in State

Court Domestic Relations Proceedings. Members generally

support rollover treatment for qualified divorce distributions

as proposed in S. 19. Some members, however, felt that a

qualified divorce distribution should be entitled to favorable

tax treatment as a lump sum distribution (including ten-year

averaging) so long as such distribution is made within one

taxable year and represents the entire interest of the recip-

ient in such distribution, without regard to when the distribu-

tion is made or when the employee's distribution is made.

Alternatively, these members suggested that a qualified divorce

distribution should be entitled to lump sum distribution treat-

ment if it represents the entire amount which the recipient is

entitled to receive from the/plan and is received in the same

year that the employee receives the entire amount she/he is

entitled to receive under the Plan.
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5. Divorce After Annuity Starting Date. Members

generally did not oppose the provisions of S.19 and S.888

requiring that the spouse of an employee on the annuity start-

ing date ot ereafter survives the employee must be treated

as a surviving spouse even though divorced from the employee

prior to her/his death. In fact, several members indicated

that they already have similar provisions in their existing

plans.

6. Spousal Consent to Elect Out Of Joint And Survi-

vor Annuity. Several members indicated that their plans

already contained provisions requiring the signature of both

the employee and the nonemplbyee spouse in order for the

employee to elect out of a joint and survivor annuity. These

tarembers also indicated that their experience with such plan

provisions suggests that the requirement for a notary or a plan

representative to witness the nonemployee spouse's signature is

unnecessary given the small number of cases in which disputes

have arisen. Several members suggested that the bills make it

clear that the requirement for spousal consent does not impose

any duty upon plan administrators or fiduciaries to verify the

validity of signatures on a consent form or to make any inquiry

or determination as to whether consent was given freely, volun-

tarily and/or knowingly.
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7. Payment Of Annuity In The Form Of A Joint And

survivor Annuity Prior To The Earliest Retirement Age Or 120

Months Prior To Normal Retirement Age. Several members indi-

cated that in their experience this type of requirement could

result in a substantial cost to the plan. These members

further indicated that they could and do provide comparable

protection for nonemployee spouses more efficiently and more

cost effectively through group life insurance coverage. To

provide death benefits of this nature in a plan providing pen-

sion benefits blurs the distinction between retirement plans

and life insurance plans. Furthermore, the provision in 8.888

imposing this requirement does not make it clear whether a

participant may be charged for the additional cost to provide

pro-retirement survivor annuity protection. In a somewhat

analogous situation under current law (i.e., participant work-

ing beyond early retirement age who elects a survivor annuity),

a participant may be charged for the cost of providing such

protection. It is also unclear whether the survivor annuity

must equal the value of a fully subsidized retirement benefit

or an actuarially reduced retirement benefit.

8. Maternity/Paternity Leave. A number of members

expressed concern with the provisions of S. 888 which require

employers to credit employees absent from work (vith the
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employer's approval) on maternity or paternity leave with

20 hours of service for each week of absence both for purposes

of determining the occurrence of a break in service and for

purposes of participation and benefit accruals. These members

noted that many plans already contain provisions which in

effect prevent a break in service from occurring due to dis-

ability "maternity" leave. They also noted that the crediting

of maternity or paternity leave for purposes of participation

and benefit accruals might be particularly unfair to an

employer in a case in which both parents are employed by the

same employer. These members also indicated concern that

implementation of such provisions would cause inconsistent

treatment of employees who are on maternity or paternity leave

and of employees who were temporarily disabled or absent from

work for other "good" reasons. They also indicated concern

with the costs plans might incur to administer the leave of

absence provisions. Other members requested clarification of

the criteria which employers would be permitted to use to

determine whether to grant or withhold approval for maternity

or paternity leave, and of the circumstances under which such

approval, once granted, could be revoked.

9/10. Minimum Participation Standards/Minimum Vesting

Standards. Almost all members submitting comments with respect
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to S. 19 and S. 888 expressed concern with the proposed

amendments to the minimum participation and minimum vesting

standards. These members pointed out that the same types of

provisions were proposed during congressional consideration of

ERISA. Such proposals were rejected at that time because

Congress found, on the basis of the evidence presented to it,

that until age 25, large portions of the work force were still

transient and that accounting for such employees would impose

unduly burdensome costs on employers. Congress also decided

that the minimum participation and vesting standards in ERISA

were reasonable in that they provided an appropriate balance

between the need to grant employees the right to participate in

pension plans at a relatively early age so that they could

begin to acquire pension rights and the need to avoid

administrative problems that would be involved in granting

coverage to transient employees whose benefits would be small

in any event.

Members were also concerned about the lack of

empirical evidence to suggest that the participation and vest-

ing rules established by Congress are no longer reasonable.

They pointed to preliminary studies done by various research

groups, some of which either have or will submit testimony to

this Committee, which indicate that the proposed changes will
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not, in fact, raise overall pension participation signifi-

cantly, result in the ultimate receipt of pension benefits or

increase benefit levels. They point out that ERISA already

provides that years of service beyond age 22 are to be counted

for vesting purposes, regardless-of the pension plan's actual

participation standards and that it is common practice among

many defined benefit plans to grant retroactive service credits

under such plans once an employee reached age 25. They also

point to-estimates which indicate that the proposed amendments

will significantly increase the costs of maintaining and

administer pension plans since the proposed amendment would not

only require employers to provide additional funding for their

plans, but would also require them to handle record keeping for

the accounts of employees who are several decades from

retirement and who have not yet settled into careers with their

employers. These members are concerned that these increased

costs will dilute the amount available for pensions for those

employees who have already accumulated a substantial number of

years of service.

11. Ban on Use of Sex Based Mortality Tables to

Determine Benefits under Insurance and Retirement Contracts.

Extensive testimony has been presented in the course of hear-

ings on S. 372 and H.R. 100, which contain provisions analagous

25-711 0 - 83 - 31
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to those in Title III of 8. 888. Further action on S. 372 and

H.R. 100 has been deferred pending completion of a study by the

Government Accounting Office. In view of the potentially

far-reaching effect upon the private pension system, NEBI

suggests that it would be appropriate for this Comvuittee to

review the record developed in the hearings on S. 372 and

H.R. 100 and to postpone further consideration of Title III of

S. 888 while action on S. 372 and H.R. 100 is pending. For the

reasons articulated by Justices Powell and O'Connor in Arizona

Governing Committee for Tax Deferred Annuity and Deferred

Compensation Plans v. Norris, No. 82-52 (U.S., July 6,

1983)(i.e., that a retroactive ban on the use of sex based

mortality tables to calculate monthly retirement benefits would

have a devastating, perhaps even bankrupting, effect on

employer-sponsored pension plans), NEBI urges that the

Committee, should it decide to adopt some version of Title III

of 5.888, provide that it shall have an entirely prospective

effect.

t _
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CONCLUSIONS

Compliance with S. 19 and S. 888 in their present

forms, would require major revisions in almost all pension

plans and would impose significant legal, actuarial and

accounting costs on employers maintaining those plans. Adop-

tion of S. 19 and/or S. 888 will require amendment of almost

all of the nation's 450,000 pension plans. If 400,000 of those

plans incurred an average of $1,000 in legal, actuarial and

accounting fees for their amendment (a modest amount in most

instances), the cost to employers maintaining those plans for

simply their amendment would equal $400 million. Rather than

enhancing employers' abilities to maintain their plans and

easing the burdens imposed upon employers during these troubled

economic times, various aspects S. 19 and S. 888 would increase

employers costs and make continuation of their plans sub-

stantially more difficult. NEBI and its members are concerned

that before Congress imposes further regulations and further

requirements upon private pension plans and the employers

maintaining such plans, a careful, systematic and empirical

study be conducted to determine whether it is worth substan-

tially'increasing administrative burdens upon employers- in

order to provide what current information indicates may be a

relatively small benefit to a relatively small number of

individuals.



EXHIBIT A

COMPARISON OF RETIREMENT EQUITY PROVISIONS
CURRENT LAW -- S. 19 -- S. 888

IRC/ERISA
Provision

(1) 411fa) (7)/204 (d)

(2) 401(a) (13)/206(d)

Current Law

Cashout ceiling
= $1,750 i

No provision re assign-
ment of pension benefits
in state domestic re-
lations proceedings

S. 19

Cashout ceiling
= $3500

Permits accrued pension
benefits to be subject
to property divisions
pursuant to state dom-
estic relations pro-
ceedings but prohibits
alteration of effective
date, timing, form, dur-
ation or amount of pay-
ments under plans and
elections not provided
for under plans pursuant
toisuch proceedings

S. 888

No provision re cashout
ceiling

Permits accrued pension
benefits to be subject
to property divisions
pursuant to state dom-
estic relations pro-
ceedings but prohibits
alteration of effective
date, timing, form, dur-
ation or amount of pay-
ments under plans and
elections not provided
for under plans pursuant
to such proceedings



IRC/ERISA
Provision

(3) 401/206

72(m)/ -

Current Law

No provision re distri-
bution pursuant to
decree, judgment, order
in state domestic re-
lations proceedings

No provision re allo-
cation of investment
in contract where bene-
fits payable pursuant
to decree, judgment,
order in state domestic
relations proceedIngs

S. 19

Requires that plans
which provide benefits
in form of an annuity
must make single life
annuity available to
recipient of benefits
pursuant to decree, judg-
ment, order in state dom-
estic relations pro-
ceedings not later than
plan year in which bene-
fits are made available
to employee; benefits
payable pursuant to
decree, judgment, order
in state domestic re-
lations proceedings may
be distributed within
single calendar year

Investment in contract
allocated pro rata be-
tween distribution of
benefits to employee's
(former) spouse pusuant
to decree, judgment,
order in state domestic
relations proceedings
and benefits distributed
to employee

S. 888

No provision re distri-
bution pursuant to
decree, judgment, order
in state domestic re-
lations proceedings

-ZR

No provision re allo-
cation of investment
in contract where bene-
fits payable pursuant
to decree, judgment,
order in state domestic
relations proceedings



IRC/ERISA
Provision

(4) 402(e)(4)/ -

402(a)/ -

(5) 401(a) (11)/
205(d)

Current Law

No provision re lump sum
distribution treatment for
distribution of benefits
pursuant to decree, judg-
ment, order in state domestic
relations proceedings

No provision re rollover of
distribution of benefits
pursuant to decree, judgment,
order in state domestic re-
lations proceedings,

NQ provision re divorce
after annuity starting date

S. 19

Distribution of bene-
fits pursuant to decree,
judgment, order in state
domestic relations pro-
ceedings not entitled
to lump sum distribu-
tion treatment

Provision for tax free
rollover of distribution
of benefits pursuant to
decree, judgment, order
in state domestic re-
lations proceedings if
made within one year

Spouse of employee on
annuity starting date
who thereafter survives
employee treated as
surviving spouse even
though divorced from
employee prior to her/
his death

S. 888

No provision re lump sum
distribution treatment foi
distribution of benefits
pursuant to decree, judg-
ment, order in state dom-
estic relations pro-
ceedings

No provision re rollover
of distribution of bene-
fits pursuant to decree,
judgment, order in state
domestic relations pro-
ceedings

Spouse of employee on
annuity starting date
who thereafter survives
employee treated as
surviving spouse even
though divorced from
employee prior to her/
his death

0



IRC/ERISA
Provision

(6) 401(a) (11)1
205(e)

(7) 401 (a) (11)/
205 (b) (c)
and (g)

(8) 410(a) (5)/
202 (b)

Current Law

No provision re spousal
consent to elect out of
Joint & Survivor Annuity

No provision requring pay-
ment of annuity in form of
Joint & Survivor Annuity
prior to earliest retire-
ment age or 120 months
prior to normal retirement
age

No provision re maternity
or paternity leave

S. 19

Written consent of
spouse required to
effectuate employee's
election out of Joint
& Survivor Annuity

No provision requiring
payment of annuity in
form of Joint & Sur-
vivor Annuity prior to
earliest retirement
age or 120 months prior
to normal retirement
age

Employee absent from
work for consecutive
period due to birth of
child or for purpose of
caring for child iunedi-
diately after birth
credited with up to 501
hours of service
solely for purpose of
determining occurrence
of break in service

S. 888

Written consent of
spouse required to
effectuate employee's
election out of Joint
& Survivor Annuity

Requires payment of
annuity in form of Joint
& Survivor Annuity where
employee dies before
annuity starting date
and has accrued at least
10 Years of Service for
vesting purposes

Employee absent from
work with employer's
approval due to pregnancy,
birth of child or for
purpose of caring for
child deemed to have
performed 20 hours cf
service 'for each week of
such absence



IRC/ERISA
Provision

411(d)/203(b)

- /204(h)

(9) 410(a) (1)/
202(a) (1)

(10) 411(a) (4)/
203(b) (1)

Current Law

No provision re maternity
or paternity leave

No provision re maternity
or paternity leave

Minimum participation
standards - generally
age 25 and completion
of 1 Year of Service

Minimum vesting standards
- Years of Service prior
to age 22 may be disre-
garded

S. 19

No provision re mater-
nity or paternity leave

No provision re mater-
nity or paternity leave

Minimum participation
standards - generally
age 21 and completion
of 1 Year of Service

No provision re minimum
vesting standards

S. 888

Employee absent from
work withemployer's
approval due to pregnancy,
birth of child or for
purpose of caring for
child deemed to have per-
formed 20 hours of
service for each week of
such absence

Employee absent from work
with employer's approval
due to pregnancy, birth
of child or for purpose of
caring for child deemed
to have performed 20 hours
of service for each week
of such absence

Minimum participation
standards - generally
age 21 and completion
of 1 Year of Service

Minimum vesting standards
- Years of Service prior
to age 21 may be disre-
garded

C-4

9

0
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THE
NATIONAL
FEDERATION
oF

BUSINESS AND PROFESSIONAL WOMEN'S CLUBS, INC.
of the United States of America

2012 MASSACHUSET'rS AVENUE, N. W.
WASHINGTON, D. C., 20036

293-1100

7 June 1983

The Honorable Robert Dole
United States Senate
Washington, DC 20510

Dear Senator Dole:

As you are probably aware, the Senate Finance Committee will
be holding hearings on S. 888, the Economic Equity Act of
1983, on June 20 and 21. As President of the National
Federation of Business and Professional Women's Clubs, Inc.
(BPW), an organization which represents over 150,000 women
and men, I urge your careful consideration of this
legislation.

The Economic Equity Act of 1983 is an important step in the
continuing struggle to achieve economic equity for working
women. Today, women represent almost half of this nation's
labor force, yet the average woman still earns only 59 cents
for every dollar the average man earns. Moreover, women
continue to face inequities in most areas of American
economic life. Without the speedy passage and implementa-
tion of S. 88e, women will continue to make up an ever
increasing proportion of those living in poverty. Three out
of five working women earn less than $10,000 each year, and
one in three earns less than $7,000. Female-headed
households are 15 percent of all families, but almost 50
percent of all poor families.

The Economic Equity Act of 1983 includes provisions which
address many of the problems which women face. Those issues
are: public and private pension reform, changes in the tax
treatment of heads of households, spousal IRAs, insurance
discrimination, identification of federal regulations which
result in unequal treatment of women and men, additional tax
credits for child care, tax credit for employing displaced
homemakers, and revisions in child support enforcement
procedures. BPW sees the passage of these provisions as one
of our highest legislative priorities this year.
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The mission of BPW, the oldest and largest organization for
working women in the United States, is to promote fill
participation, equity and economic self-sufficiency for
working women. In keeping with this mission, BPW has been
working for the implementation of the Economic Equity Act
since its introduction in April 1981. Again, I urge your
careful consideration of this extremely important
legislation.

If you need more information, or we oan be of assistance in
any way, please do not hesitate to contact Judy Sohub at
293-1100.

Sincerely,

SaIn PreLIBNkR
4atonal ]President
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STATEMENT OF THE ORGANIZATION FOR CHILD SUPPORT ACTION, BY GUDRUN
PICCICACCO AND GAIL M. SAXER

We, members of the Organization For Child Support Action,

regret that we cannot appear personally to testify in favor of

The Economic Equity Act of 1983, particularly Title V, which

addresses the critical problem of child support enforcement. However,

we very much appreciate the opportunity to submit written testimony.

Organization for Child Support Action originated in Ocean

County, New Jersey in January 1982. It is an independent, non-profit,

self-help, parent organization promoting awareness and enforcement

of child support in all areas - financial, medical, visitation and

supportive needs. Members are very supportive of one another,

sharing experiences, boosting egos, learning to understand and

use available tools and resources; enthusiastically learning new

programs involving county, state and national levels; anxiously

working toward improving incongruities found in five major legal

concepts towards child support enforcement:

1. enforcement of child support orders.

2. child support and the judicial process

3. administrative procedures to establish/enforce

support.

4. paternity determination and child support.

5. enabling legislation.

Our-fi-we educ-tional and emotional programs have promoted

our growth. There are presently five chapters of the OCSA in

New Jersey and nine Chapters across the country - Florida, Texas,

Illinois, New York, Indiana, Missouri, North and South Carolina and

most recently in Canada.
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Lack of enforcement of child support orders and establishing

orders is a major problem at the national, state and local levels,

NATIONALLY:

* 18 million children live in homes of divorced or

separated parents.

Non marital births rose from 10.7 percent to

17.1 percent from 1970 - 1979.

* 19.8 percent of the nations children live below

the poverty level.

* In 1979, 31 percent of all children lived in female

households with income below $5,000 per year as

-compared to 3 percent of all children living with

both parents who had annual incomes of $5,000.

* Of 51 percent of the families eligible to receive

child support that actually had child support

awards, only 49 percent received the full amount

due, 25 percent received less than the full amount

due, and 28 percent received nothing.

* One-fourth to one third of the fathers ordered

to make support payments never make a single

court ordered payment.

* Women and children make up 93 percent of Aid

For Dependent Children (AFDC) recipients and

69 percent of food stamp recipients.
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IN NEW JERSEY:

* It is estimated that there is only a 10%

chance that the parent awarded child support

by the court will actually collect it.

* Of the nearly 170,000 families headed by women

with children 17 years and under, 78,000 - or

almost 50% - live in poverty.

* Almost 360,000 children live in families headed

by women; some 156,000 of these children live

in poverty.

Here in Ocean County the Organization for Child Support Action

is comprised of and works with parents and children who appear as

statistics aL the'national and state level. For example:

"From a battered home environment, Mark, Dawn
and their mother live in a low-income, roach-
infested housing project and are on welfare.
The father remains in the marital home, refuses
to sell the home and has claimed bankruptcy".

"Nancy felt humiliated and intimidated as an
Aid For Dependent Children (AFDC) recipient.
She worked a year and a half as a legal
secretary and quit because she lived below
poverty during that time. Minus daycare costs
for her three children and traveling expenses
to work she had $90.00 a week-left over to meet
all expenses. The family no longer qualified
for food stamps, Medicaid or other benefits.
She was given no incentive help to keep her
job and returned on welfare".

"With her teenage son, Kay recently drove to
Ohio from New Jersey, her fifth trip - hoping
her personal presence in court, in the other
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state, would be beneficial toward enforcement
of support. It wasn't. She links her failure
to inadequate enforcement mechanism from state
to state and the prestigious role the father
plays within society. She and Rob were recently
ordered to return to Ohio for psychoanalysis".

"Unable to find moderate priced housing, unable
to live with her sickly, elderly parents, Donna
had no place to live nor could she find adequate
daycare for her four children while she worked.
She exhausted all social service programs who
were unable to help. Unable to locate the
children's father, she was forced to place her
four children in foster homes - her only recourse.
It cost the State much more to place the children
than if she had help in keeping the family intact".

"Joey attended school in everyday clothing on
"dress up day". His mother could not afford
new clothing. He was confronted with verbal
and physical abuse from the other children.
He left school very upset at eleven o'clock,
went home and called his mother at work."

"John qualifies for free school lunches even
though his mother works. The other children
began classifying him as "kid on welfare".
He feels put down, angry and humiliated".

"Shawn enjoys BMX, bicycle racing and does
well in the sport. He is guaranteed to race
only when the child support check is sent.
His mother's low income barely covers
necessities. He resents the material items
his father provides for his stepbrothers and
stepsister and not for him".

Passage of Title V of The Economic Equity Act of 1983 would

result in the following benefits:

1. Children would receive a part of the financial support

from the absent parents - support which is rightfully

theirs.
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2. In a separated or divorce situation, not only are child-

ren confronted with emotional and psychological trauma,

but also financial deprivation. This basic deprivation

translates into a lack of basic necessities such as food,

clothing and health care as well as the inability to

participate in recreational activities with their friends

such as going to a movie and out for a soda or an ice

cream.

3. It will help place the responsibility for support of

children where it belongs - on the absent parent, Not

Taxpayers. Failure to pay is not related to income.

High income absent parents are as likely not to pay as

low income absent parents. One study found that men

who nevt, paid had higher incomes than men who were

fair or poor payers.

4. Because of the dramatic reduction in federal funds for

social service programs children are no longer receiving

basic necessities such as shelter, food, health care

and clothing. The collection of child support would

partially mitigate the impact of the loss of the programs.

The issue of enforcement and collection of child support

must be and will be addressed NOW. Children - no matter where they

live - need UNIFIED LAWS AND REGULATIONS for their health and well-

being. At present laws, rules and regulations vary from state

to state, from county to county.

Passage of Title V of The Economic Equity Act of 1983

represents only one of the many steps required to create a

NATIONAL RESPONSE to a critical, multifacted issue. It will give

HOPE to the parents who have exhausted all existing enforcement

measures.
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I.
"People am inkInm o we'aes of

help," she said.
The group shares not only a iwledge

gained from 15 different comn tt-es, but
emotional support.

"The actual coming-out to T e* tings Is
very hard, In nu-ny instances, 'here's no
money for baby sitters, "she sal 1. "People
come to us needing a rebuilding of self-es-
teem. We tell then, they're qot .

The first tng the group doe; N., deter-
mine what steps a person has ta (en to ob-
tain support payments. Usually, that
person will be told to contact the Ocean
County Probation Department.

That office sends a notice to the delln-
quent spouse. I there is no response, a sec-
ond notice is sent. If a third notice is need-
ed, a court date is set, she explained.

A judge can order the payment of
support, or under the New Jersey Enforce-
ment Act, have the spouse's wages attach-
ed for child support paywnents.

The problem with that law, effective as
of last January, Is that each case is up to
the judge's discretion, shesald.

"'THIE ARE ONLY 10 to 15 states
where there are mandatory wage execution
laws," she said.

Her group seeks to make New Jersey's
law a mandatory law, she said.

Another avenue of help, only available
to the government, is the subject of the
television show.

The Tax Refund Offset Projt Is a
federal law established under the Omnibus
Reconciliation Act of 1981.

Developed by the IRS and the federal
Office of Child Support Enforcement, it

allows the M8 to attach federal income
tax refunds to repay -the federal Aid to
Families with Dependent Children Pro.
gram. AFDC gives welfare payments to
families where legal support payments are
not being made.

In the first six months of =SSZ there
wee 36,890 cases In New Jersey that were
submitted for this federal program, accord-
ing to the National Child Support Enforce-
ment 1Jee Center, part of the U.S.
Department of Health and Human Re-
sources.

These cases cost the state $196,818,000.'
The federal program recovered $9,3,400..

IN OCEAN COUNTY, about 1,900 cases
were submitted to the government by the
probation department at the end of '382,
said Millard Thompson, a supervisor in the
child support department. He said that his
office handles about 6,POO child support
case annually.

Ms. Plccicacco and her group want the
federal law to be applicable to every per-
son who is not receiving child support pay.
ments, not only for families on the AFDC
program.

"With federal laws, we know we have
child support laws that are unified from
one state to another," she said.

Her group is forming a chapter In Ber-
gen County and has had Inquiries from
Monmouth County. Plans are for the group
to go state-wide and then nation-wide.

The group will meet at 7:30 p.m. Jan.
31 In the Ocean County Administration
Building, Hooper Avenue, Toms River.

Information can be obtained by writing
to O.C.S.Ah, P.O.,Box 163, Lakehurst, N.J.
08
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STATE OF NEW JERSEY
EXR:UTIVF DEPARTMENT

W EREAS, the ckhten of o"r wo constitute ou" seote" t
hope joke t~e 6utme and m4A gation'a gqeatest tehomAce 60A 4 A
6ocietyl A 6utue; Gad

WIEREAS, the Aigkt of the individual, 4o &(Aw6ed by
om Natiom'6 ,ociet and teat AyAtem, W, given Ai~e to the
iqtaDIce of gu~ldJtg ouAt ch.tensA nights, eApeciAtty when
the needa and kieats of citde. come in con6tict with oca adutt
society;- and

hMfEREAS, adt citizens uu4t encowiage 'and support those

to "&uk th enjkeeentof owt State'A dhitd Auppott tai; and
WlfERE~MMAS, tous c.ize" who axe ckm.ged with.A ouiding

and 4uppo;te ,to dutjt thkei noa an tega obt .tonA ,to -

NOW, THEREFORE, 7, THOMAS H. KEAN, Govelwno o6 the State
06 o .Jeeey, do he'ieby pu~ctam

JUNE 19 -25, 1983K

CHILO SUPPORT AWARENESS WEEK

in Ne JeAuey, in kecopition o6 the 6iuit aem~aA on chitd suppot
to be ked at Ocean County Cottege, Tow Ri eA, 4ponao-ed by the
OAgodnizalion 604 Ch~ld Suppo~.t Action. R

GIVEN, undeA my hiund and the Gea.t Seat.
06 the State of New )CAsey, this

teite.th day of June in the yea,
o6 OuA LoAd one hound nine
hunded and eghty-tee and o the
Independence of the United sateA,
the &'o huniIed and Aeventh.

. GOVERNOR -

Y THiE GOVEOR a OF STA

j RNE 5L1W310, SEC ROF STATE
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record poor,
..says state aide

DOVIER TOWNSIIP - Several Idea must be comnid
ired for improving collection of child support payments, a
stale gwrnment spokesman said yesterday.

Harry Wigglm, chief of the NJ. Office of Child Sup-
po t, said It Ii vsUmted hal of all children born In the
United State this year will be mind by a ingle psreat.

M chance of getting child support toa? ianso
especially good. It oks like you have about a 10 perce
chane of gettn ay support. and ti's national di
grace, he ald.

Wigglns at spk em spon by the organ-
toi for Child Support Ac titled "New Jer.y'a lst
Public Child Support Awarenese SemInr," at Ocfa Oon-
ty College.

Other speakers Icluded Jou Wright, director of the
state Divilon on Woe ; Gall M. Sur, of the dIVNlos
and James A. Pladar, repranative of the govern.

Wiggl said New Jersey has passed a ember of
laws almed at improving the collection rate in recent
years and doubled the amount collected. But re must be
done, be sawd.

One law permit. the custoilar to at the local
_jprobsti department to ganish the wages of an asent

parent who Is at kin 2 days lnto in making court-ordr
child support payrntaits, Me sak.

Buat prtobletm persist he mi.
For vampie, It IsO 'i cut to determine the amou

of wags erned y a lfm,4 poyed peon e said. A law
that permits intneepto of eh a persona & nMomeca4s re.
fuad for p4rMent overdue child support might help, he
sat. A amitlar law exists, but It only applies In welfare
CASK be aid.

Another problem Is with society's attitudetoward
child support, which might be changed through jpoups
such a the Organlzation for Chid Supp Acto, he said.

Wiggn sai! be has seen cues whene a men wu
bough to ott for nonspyment. onl to have the judge
Sioales thresenec accoutsm

1"Tat's bIneanprk it to me." he ad.
In may cou tls It des't help to otain an arre

warrmt For a p ren whe h &aed to pay child support.
either, became bus shtets topen otue give those
warrats the low prrty, he .

"he sales place to be In New Jersey Is on an sffwt
warrant (for no-psymert t child ap ). Yo know no
-t will come ook for you," he saMid.

Judga are reluctant to *Ji, even for one day, a per-
- who violate a child-suppor court order, became )dla

are ready o crowded, Wiggins said.
But one Judge In Rae County had a "pay or stay"

polcy when parents were brought to court ftr non-psy.
"Rarely did anyone send the night," he said.
Another protem In interstate reciprocity, he said.

While New Jersey tries to wrt with other sttes on child
support cae whers the obligatory parent lives In New
Jersey and the custodial parent does not, other sttes ar
i cooper tve, he sa .

Wige noted that the cuatodlal parent trying to ob.
taLa outsadit child support payment mis go throgh
about 12 different governmental agencies, Including the
county pobato, sherft, adjutors, prosecutors and Po-
cial services offices, and Superior Court.

"There is no m loneed effort by any one agency
or individual. Every in pointing a fner at someone
else," Wine said.

Buat In a pOt project in Easex County, n perso
wa put in char of the chd support program, and all
the other tnvohved agencies worked th that person.
With the responsibility and authority focused on one per.
non, the collection rate Incresed 7 percent, he sad.

Child support programs need to be automated, he
added, to speed the poc and tie It with other couaties
and sate where the obligatory parntma live," Wiggl
added. n may cstles the cil d mpprt fles are kept on
cud Is big bone, and am must bust for them b7 hand,
he said.

"IT Vise or BfankAmericard operated an aceus
receivable lIs that they'd probably lasote day," he said.

Infonmatio abort the local orpiaona In available
10 ng to the aruaio for Chld Support Action,
Obiet-, P.O. Boa 1Ik Lakewhura N.J.,
01M

~, *.s%~- ,..-LI--A' -
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STATEMENT OF THE NORTHERN VIRGINIA CHAPTER ORGANIZATION FOR THE
ENFORCEMENT OF CHILD SUPPORT, BY RUTH E. MURPHY, COORDINATOR

BACKGROUND

There is a new social disease that is attacking the

mainstream of our social structure. An epidemic of non-support

which previously was associated primarily with Welfare recipients

has now filtered into both the middle and upper classes. The

non-supporting parent shows no discrimination. The recent increases

in desertions, separations, divorces, and children born out of

wedlock, coupled with lack-luster enforcement of existing child

support orders, have created a national disgrace. Confronted

with overcrowded dockets, Judges continue to exhibit a great

reluctance to strictly enforce the existing laws. Instead, child

support cases are often subjected to broad and inconsistant

interpretation, making a mockery of our judicial system. The

most pathetic aspect of this entire tragedy is that parents are

unnecessarily subjecting their own children to substandard levels

of living.,

All states have statutes establishing a child's right to

financial support from both parents. As an example of the magnitude

of the problem, there are over 200,000 active child support cases

-in the State of Virginia. Assuming an average of 2 children per

case, there are approximately 400,000 children in Virginia, alone,

who are needlessly being deprived of the basic necessities of life.

Both the non-paying parents, as well as the legislative

and judicial branches, are at fault in this miscarriage of justice.

Jurisdictional disputes, non-reciprocation, due-process abuses,
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and a host of other technicalities reinforce the prevailing

attitude of non-paying parents that our society is not serious

about the problem or its solution.

Due to the abundance of local, state, and federal agencies -

each maintaining its own figures - the total extent of the problem

cannot be accurately ascertained. One fact is certain; no

matter what statistics are used, the problem has reached staggering

proportions.

INITIAL EXPECTATIONS

To those parents who have been awarded child support, it

should realistically represent a dependable source of income and

should be factored into the post-divorce budgeting of both parties.

Much to their surprise, budgets are often dealt an unexpected

blow after a few months to a year. For a variety of reasons,

some grounded, some not, child support payments begin to dwindle

and/or end abruptly. It is now quite evident just how insecure

their financial future is. The effects are far-reaching and

traumatic.

The harsh reality of the situation causes frustration and

disbelief on the part of the custodial parent, ofter resulting in

a substantial loss of valuable time before deciding to take legal

action to recover outstanding child support. This hesitation

causes a further disadvantage when enforcement proceedings begin.

Financially weakened, they cannot afford the luxury of an attorney.

Most are not eligible for free legal aid or Welfare. On the other

hand, the delinquent parent has an entire paycheck available for

legal fees.
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A point of interest that is frequently overlooked by our

judicial sector - is if delinquent parents paid their child support,

an attorney would not be needed. A parent has chosen to support

an attorney, rather than the children.

fly allowing delinquent parents to evade child support,

either through the judicial systems lack of enforcement or the

custodial parents reluctance to begin legal proceedings, the

attitude is perpetuated that the children are surviving without

child support and therefore, do not really need it. Eventually,

child support is viewed and referred to as the "ex-spouse's

money".

When the custodial parent does turn to legal counsel,

they often seek advice from the original divorce attorney. After

being advised of the fee, which is typically 1/3 or more of the

arrearag%3s, the custodial parent may decide to review other

alternatives.

If a decision is made to contact the Court, the case would

normally be referred to the Support Collection Unit or, in extroue

financial cases, the Welfare Department. This pursuit of collection

usually begins with a warning letter from the attorney or Support

Collection Unit to the delinquent parent. If payment is not then

received, the next step would be to prepare a petition for a hearing.

After issuance of a notice of hearing, one would reasonably expect

payments to resume. What one might expect and what one actually

receives is not always the same. One would also expect a simple
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set of judicial procedures and a sympathetic court clerk. In

spite of-all your difficulties, you have an innate belief that

the Court will enforce the support order..

It should be noted that fees are charged to non-AFDC parents

for services that are freely given to those receiving AFDC. This

is a major factor that deters many needy parents from further

pursuing collection.

.INITIAL PROCEDURES

Step one - the initial process is implemented in many ways

depending on where the non-custodial parent resides.

If both parents reside in the same jurisdiction, there is

no question of jurisdiction and likely very few problems with

service.

Jurisdictional problems arise when the absent parent resides

in a different jurisdiction. If the parent's whereabouts is known,

the available remedies are URESA, RURESA, and long arm statutes.

Travel to the hearings in the responding states is advisable,

when possible. It is, however, not the usual procedure for the

responding state to notify the custodial parent of the date of

hearing. Therefore,one has to be in constant contact with the Court.

Once located, there is nothing preventing the delinquent

parent from moving across county or state lines. Thus, it becomes

necessary to begin the process over again in most cases. Very few

states and counties cooperate fully when faced with this situation,

as it can become very time-consuming, without any hope of satisfaction.

The most difficult and frustrating set of circumstances is

when the absent parent has disappeared. Even utilizing available
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contacts through former employers, family, friends, and eventually

Parent Locator Services, your efforts might well result in failure.

If you do succeed in locating, then URESA, etc.. canebe used. On

the other hand, Welfare or poverty level existance are the only

alternatives. More and more we find parents returning to the

extended family home, adding extra financial burdens on family

and/or friends.-

WEAKNESS IN JUDICIAL ACTION

Lack of Judicial enforcement is typically caused by due

process technicalities. Due to a wide range cf judicial latitude

and broad interpretation of existing laws, there are many variations

in what actually constitutes valid service.

Close encounters with Court personnel have shown that some

internal problems are founded on a shortage of experienced, qualified

and interested personnel. The rapid increase in child support

cases over the past few years has left us with an overburdened

staff in our court systems. It is quite unreasonable to expect

high quality performance from one counselor who may be responsible

for the maintenance of over 600 cases.

The possibility of a series of continuances is ever present.

Request for interrogatories before initial hearings can be a

valuable tool, but is too often misused as a delay tactic by the

defense. Delays and continuances often benefit the delinquent

parent by forcing the custodial parent to give up their battle.

Varying circumstances sometimes prohibit cases from being

heard in a timely fashion, thus resulting in a period of months
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before the first hearing is scheduled, During this time unpaid

child support continues to mount. An inexperienced child support

recipient usually assumes that, after registering a petition with

the Court, child support will be forthcoming immediately. Surely

anyone being issued a "Show Cause" notice or Notice of Hearing by

the Courts will be imtimidated by such an action. Everyone knows

that you can go to-jail if you do not pay child support. But, in

fact, do they?

The scenario of the hearing usually brings the customary

first offense wrist-slapping or suspended sentence. The "token'

partial payment only creates further disrespect for the system

and sets the stage for modification of the existing monthly obligation.

Brinksmanship is used many times by the delinquent parent and

unfortunately is allowed by the Judge in the process of enforcing

a child support order. When arrearages have been allowed to

reach an amount deemed by the Judge to be punitive to the delinquent

parent; they are often modified or forgiven. This decision, in

reality, is punitive to the children.

RECOMMENDATIONS

There are many areas in need of improvement. Judges should

make a sincere effort to strictly enforce existing laws. Emphasis

should be given to the narrowing of judicial latitude, wage-assignments,

registration of foreign judgments and liens, and the application

of incarceration and work release programs.

With the overwhelming increase in child support cases, many

Courts are overburdened and cannot perform their required duties
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effectively. Hiring and training adequate numbers of personnel

should be a high priority.

Through the use of computers, a logical move would be to

institute a "self-starting" mechanism for collections. Much of

the burden of initiating the legal process is placed directly on

uninformed and frustrated custodial parents. A self-starting

mechanism would eliminate much of the delay caused by the show

cause process that is used in most states.

Information resources could be improved through the use

of Credit Bureau Data Banks. Los Angeles County, California has

experienced a significant increase in collections since its

implementation in 1981. Operative costs are extremely low and

eventually become self-sustaining.

Repeated delays in hearings cause a substantial amount of

lost time from work. Many parents, who are now the sole support

for their children, are prevented from pursuing collection of

child support because they can ill afford to jeopardize the only

source of income for their children. Night Court is a possible

solution to this problem and also, would alleviate the overcrowded

daytime docket.

Lack of uniformity is not limited from state to state, but

county to county, and even agency to agency within counties.

Standardization of Federal Regulations deserves immediate attention

with particular attention-to interstate cases, The success ratio

of interstate cases could be increased through federally enforced

compliance by the States of existing and future reciprocal legislation.
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IMPROVED DIVORCE DECREES

Lets now return to where the problem originates - DIVORCE.

The introduction of Divorce Guidelines by the States could preclude

some of the inevitable results when all issues are not equally

addressed pre-divorce. The following are suggested:

1. Joint custody consideration, when desired

2. Defined visitation (this not only encourages child support

payments, but eliminates a familiar battleground)

3. Strict enforcement of. visitation rights

4. Provision for payment problems - eg. interest, attorney

fees, allotments, judgments

5. Provision for child support during visitation

PARENT LOCATOR, SERVICE

Although the State Parent Locator Service is successful in

most of its efforts to locate parents, it is self-limiting by not

using every available resource for obtaining locating information.

Most locator services rely strictly on Social Security and IRS

information. The utilization of Credit Bureau Data Banks is a

relatively new idea and is being approached cautiously. Data

Banks contain the most recent information regarding current

address, employment and bank account data. Information from

presently used sources is sometimes as old as 2 years. Further

delays in starting your search can be caused by the tremendous

overload of cases. Response times quoted are as much as 6 months.

Only after all other resources have been exhausted, is a request

filed with the Federal Parent Locator Service. Addresses are not

difficult to ascertain, but this does not insure exact physical
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location for valid service of legal documents.

URESA

After finally obtaining an address you are able to commence

a URESA action, Your success will be based solely on the level

of reciprocity between the two states involved. Many non-IV-D

states are experiencing resistance from total IV-D states. (See

attached chart #1) They.. have been reports of complete rejection

of URESA cases, attempts to charge fees of $60.00 per hour,

assessment of fees ranging from 5% to 13%. Fees are assessed

non-AFDC parents by the initiating state, and again by the responding

state. These fees are being deducted from the child support

collected, therefore further penalizing the custodial parent and

children in their efforts of collection.

It is also important that parents are advised that their

child support is put in jeopardy by URESA. A URESA order is, in

effect, a new order and not bound by existing orders. The existing

amount of child support can be modified or completely dismissed

by the responding Court. This is usually due to testimony given

by the defendant, who is present at the hearing. The plaintiff,

on the other hand, has to rely on representation by the State

Attorney's Office, who has no pertinent fact~before him, other

than the financial sheet filed with the petition and takes no

steps to request additional information from the plaintiff. Child

Support is rarely ever increased during this process.

URESA was not designed to address arrearages and therefore,

they do not receive adequate consideration. Even so, the outstanding
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amount of arrearages is frequently allowed to be introduced into

testimony by the defendant or his attorney, and at the discretion

of the local Judge, be dismissed or reduced. Arrearages can be

completely erased. This action can produce div4stating effects

for the custodial parent who has relied on the Courts to collect

what would appear to be a lawful obligation. Under the Common

Law, such modifications are allowed. A number of States have

passed statutory restrictions on this power, thereby reducing or

eliminating the judiciary's power to modify or dismiss arrearages.

Federal legislation mandating all States to pass comparable

statutes would significantly benefit thousands of children annually.

A reasonable response time to URESA cases is considered to be

90 days, but this again depends on the level of priority placed on

incoming cases. Lack of communication and cooperation between

states or jurisdictions have been known to cause delays of up to

1 year, which results in dismissal in many cases. Due to our mobile

society, it is very unlikely that a child support evader would

remain stationary for very long.

NON-SOLUTIONS

There is always the possibility of failing to acknowledge the

severity of the problem and to hide our heads in the sand. By

failing to clarify the original intentions of the IV-D program and

continuing to disallow non-AFDC cases to avail the same services

provided to AFDC, we could remain status quo. Attempts at some

form of uniform payments or child support taxes would result in

extreme opposition, and rightly so. This type of legislation lacks

clear thinking and is not in keeping with our judicial doctrine of

fair-play.
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CONCLUSION

Although the problems of child support had primarily been

considered a woman's problem, more and more with the introduction

and popularity of joint custody, and the father being granted

sole custody in some cases, we are now faced with a non-discriminatory

problem.

Failure of remarrieds to enforce child support obligations

further condones this crime. It is unfair to allow a step-parent to

assume the financial obligations of a step-child. This attitude

has been incorporated into the formulas used by the Federal

Government in determining the Family Contribution regarding the

financial aid to college applicants and eligibility for Welfare.

The step-parents income is also included in the formula for the

fees charged to non-AFDC cases under the IV-D program. The

Federal Government, on one hand, is expending enormous amounts

of money and energy in an effort to enforce child support obligations

and on the other hand, encouraging And condoning the assumption

of the biological parents responsibilities by the step-parents.

This is contradictory to say the least and contributes to the

overall continued delinquency of the child support evader.

The brunt of the financial burden continues to rest on the

shoulders of the custodial parent as evidenced bv the following:

1. sole support of the family

2. initiation of legal action

3. attorney's fees

4. fees for IV-D services
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5. loss of pay or job - due to constant absences from work

(eg. child-related problems, unnecessary court continuances,

other child support related situations, etc.).

Serious consideration should be given to the proposals of

a mandatory wage assignment in cases of delinquent child support

and requiring all States to implement voluntary wage assignments.

Following the established deductions for Federal Withholding Tax

and Social Security, child support obligations could become an

automatic deduction. The child support order would follow the

obligor from job to job. By identifying the child support obligor

through a Social Security number, employers would check with a

centralized computer data bank before issuance of the first paycheck.

Although there is the possibility of an evader changing his Social

Secutiry number or having several numbers, the risk is relatively

low. With the existing contact between the computer systems in key

Federal agencies, such as IRS, Social Security Administration and

Federal Parent Locator Service, and in addition Credit Bureau Data

Banks, it is likely that child support evaders would be forced into

meeting their responsibilities. These key computer systems would

also be utilized by the child support clearinghouse.

The proposed recommendations of the Economic Equity Act

are probably the strongest that our society can cope with at the

present time. We, therefore, strongly encourage the passage of

the Economic Equity Act.

' 25-711 0 - 83 - 33
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TEM.flIONY nF

Rtu1 E. 'IURPIrY

RErCIONAL COORDINATOR,.
ORGANIZATION FOR TIE ENFORCE.IenT OF CHILD SUPPORT

OVERVIEW

This testimony will outline the events that frequently occur in

a child support enforcement action. The inadequacies of the current

system are presented by means of a brief case history.

o Establishment of child support orders as a consequence of divorce

o DeveloTment of non-payment patterns

o Initial attempts to have support orders enforced

o Financial pressure created by lack of enforcement

o Interstate obstacles - URESA, lack of reciprocity between States

o Self-representation in child support cases

o Results - both positive and negative

o Need for stricter legislation and enforcement

o Recommendations relative to the Economic Equity Act
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I wish to thank the Comittee for allowing me to present testimony

regarding Child Support Enforcement. Speaking from a personal viewpoint,

I have experienced many of the inequities that exist. Because of the

complexities it is difficult to adequately address every problem, but I

will attempt to give you an idea of what one can realistically expect

when trying to have a child support order enforced.

After several years of counseling, my first marriage ended in divorce

in 1077. My former husband could not cope with the divorce and separation

from family life. Ile, therefore, resorted to withholding child support in

an attempt to force me into remarriage with him. When this failed he began

other forms of harrassment, first directly to me, and then through my three

children. Withholding of child supprt payments continued to be a major

weapon.

Many times my financial situation worsened to the point where I had

to depend on assistance from my family and friends. M1y salary of $10,500.00

excluded me from any help through Legal Aid or Welfare, and I was advised to

retain an attorney. Since I had very little savings, the only other anticipated

money would be their child support, if collected. I experienced guilt feelings

about the use of my children's money to prod the Court into enforcing a child

support order. At that time I believed that I had no other choice and retained

an attorney, whose fee amounted to 1/3 of the child support collected. This

was the beginning of many child support actions. It dawned on me that a

pattern had begun that would continue for the next twelve years - until the

youngest child came of age.
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During the next two years, along with sporadic partial payments, there

were many lean months where nothing was received. I felt hopeless dealing

with an inept system such as we have. I was determined that I would not be

driven to the Welfare roles, even if I had to work at two jobs. During this

time my former husband persisted to harrass the family in many ways. As

frustrated as I was, I continued to encourage him to visit his children. He

preferred not to exercise his visitation rights on a regular basis, and there-

fore only widened the gap between him and his children.

In 1980 I entered into marriage with a man who has three children. !Je

faced an extremely difficult financial situation with the responsibility of

supporting my three children, his three children, ourselves, and an ex-wife,

but we were determined that we could do it. There was always the possibility

that some day the child support would be forthcoming. The failure of second

marriages is often attributed to this type of financial stress. It was quite

evident that with our financial outlay of totally supporting nine individuals,

-I could no longer allow the system to continue in the negligent way as it had

for the past four years. There had to be a way to make the system work for my

children.

There were many obstacles to overcome. I first wasted five months

attempting an interstate action through URESA. During this time I was told

by the State of Georgia that because my case was not a "newl' case it did not

deserve imediate docketing and, as a result of the delay, my former husband

was able to move across county lines. This caused him to be removed from that

j',Tisdiction and the case was dismissed. I was then advised to begin all

over again, At this time arrearages had mounted to S3,700.00. He had made no

attempt to pay child support for a year.
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I was further discouraged by court personnel in attempts to deviate

from the established URESA process. One visit to an attorney only reinforced

my decision to proceed on my own. Because of my complex situation, I was told

I could not expect the first hearing in less than six months. I first had to

obtain my ex-husband's home address to begin any legal process. The personnel

office of the U. S. Army Corps of Engineers, Savannah District advised they

did not have a home address on file. I was forced by this negative response

from a Federal Agency to file for parent locator services through the State.

If I had not had an established case, a fee of $43.50 would have been charged

for this service provided to Non-AFDC cases under the IV-D program. After

locating my former husband, the first hearing was scheduled only two months

after an attorney had advised that it would take at least six months.

With moral support from my children and my husband, I began to purue

the available avenues for self-education. Many hours were spent researching

law books, writing and contacting agencies and organizations involved in

child support enforcement.

With the permission of the Court, I proceeded to represent myself

successfully at seven hearings in as many months. My former husband, on the

other hand, could avail himself of the luxury of prQfessional legal counsel.

During the following months a petition was filed by my former husband

to reduce child support payments from $300.00 to $100.00 per month for three

children. The Court, in its infinite wisdom, reduced the child support to

32S0.00 per month and gave him twenty-two months to pay arrearages totalling

$1,100.00. This decision was not acceptable to him, and he appealed to a
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higher court. At the appeal hearing it was disclosed that my former husband

had incurred legal fees of over $4,000.00 fighting an annual child support

obligation of $3,600.00. It was clear that his reasons for not paying child

support were not solely financial, but for other reasons as well.

My success was limited in collecting only a portion of the past-due

arrears through aigarnishment process. To avoid meeting his child support

obligations which now include over $3,000.00 in arrears, my former husband

quit his federal job of sixteen years and moved to another state. Now I am

faced with a new challenge - a challenge that would not exist if it were not

for the lack of importance placed on child support enforcement.

Although child support orders are legally binding contracts, they all

too often receive less judicial enforcement than that afforded other civil

debts, or for that matter, minor traffic violations. This lack of enforcement

of child support orders, as exemplified by my own personal case, should not be

allowed to continue. You now have the opportunity to help end this national

disgrace by the enactment of the Economic Equity Act. I strongly urge you

to vote for its passage.
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Alexis Kursteiner 1804 Sycamore Valley Dr. July 3, 1963
Apt. #203, Reston, VA 22090

In September 1981, I left Michigan and moved to Virginia

wiTiFr -w-o girls, aged 11 & 13, because of my husband's continued

abuse and threats. I retained a lawyer in Michigan who advised me

to try to establish my six month residency in Virginia before filing

for divorce. However, in late December my husband filed a divorce

action against me in Michigan and in February 1982 the Friend of the

Court (FoC) awarded me temporary custody and a weekly child support

payment of $35/child. No child support was paid after this order,

and after several contacts with the FoC a show cause hearing was

scheduled in late Nay. At that hearing, the judge ruled that all

arrearages would be held in abeyance until the final hearing in

July, at which time the arrearages (approximately $1000) were

forgiven and my ex-husband was ordered to begin paying child support

rrom that time forward. Despite semi-weekly phone or letter corres-

pondence with the FoC, I received only one child support payment

until another show cause hearing was scheduled in January 1983.

The January hearing was cancelled, which I learned of after the fact,

and my ex-husband was issued a one month continuance contingent on

his meeting his support obligation during that time. 1.e were both

also required to submit proofs of our income and expenses - a

questionaire, pay check stubs, and previously filed income tax

forms - by a specified date. Although my ex-husband did not pay

the sippqrt or meet the timeline, he was granted two extensions.

At one point, when I contacted the FoC to voice my dissatisfaction

at the delay, he explained that he was allowing my ex-husband

ample time so that ne could make an equitable decision and askei if
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I had considered reconciliation since I was having so much finan-

cial difficulty. Another show cause hearing was finally scheduled

in April. At that time my ex-husband purposely did not appear in

court even though his lawyer and mine were both present, and a

writ of body attachment was issued for his arrest. Nevertheless,

the writ was never served and my ex-husband appeared in court un-

beknowst to my lawyer or myself the following week. He claimed

he had never received notification of the hearing and was not found

in contempt of court by the judge. -Also at that time the judge,

upon the FoC's recommendation,-lowered the support payments to

e.i-week per child with ai additional $20 per week to be paid toward

arrearages which amounted to approximately $2000. This readjustment

was made despite the fact that my ex-husband had reported a gross

s alary over double my gross salary and $9000 more per year after

deducting his business expenses. Still no support payments were

made except for one payment just before the girls left to spend the

summer in Michigan. Fy ex-husband is currently $2300 in arrears.
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Juty 1, 1983

STATEMENT OF MELISSA S. OWENS

I wan 4epavwted drom my ex-hw5band (RobeAt D. Owen.) in July o 1978
at which time I wa6 dive months pregnant. My 6on, Ryan Steven Owens,
U born on 12 Novembet 1978. In NovembeA o6 1979, my divo4ce became

dinat. My ex-huwband wa.6 di'ected, by my attorAey, to pay $150/moath
in child auppo-t. Theae paymen-t came di'ectty to me. For the moh6t
paAt, thee paymenU weAe tate in aAvu&Zng. Sack in Mwach o6 1982, he
.6ta uted batting behind in hih payments -- one to to month.. A- o the

pAehent time, he Z6 even montho6 behind ($1,050). I have attempted to
-each him (by telephone -- he had hA nw'mbeA changed to an uwpubthhed
numbeA; by mait -- cvetitded maLt mu tettned), but with no 6ucceh6.
He 4ecentty 6ent me a b~ied note exp4.,6ing hih ditema over dnancu
and how in debt he vxu and that he woutd ty to 6end me 6ome money at
the end o June. There mu no etwAn add'eA on the envelope, but it
uu mailed 6&wm Leoage, We t Vi&g Jnia (hL. itng addot. ,6
Annandate, Vi,5ginia). I have received nothing d4om him. He hah neve4
cuked no zhown any concvn So& hih son, whom he hah not zeen 6.ince
Ryan k ive monthA otd. I am a Aingte woAling motheA wh hah to
wateh eveAy penny. I tive 6fom pay day to pay day, and Ryan'6, care
white I'm at woh ,uuut me $20+ .a month. Needtehh to zay, h.o clothing
and 6ood co,.& 6et me back. He wZU be attending indeAgaten in
SeptembeA od thi6 yea, and I deapetatey need dinancia ah6i6tance.
I cannot addon4 an attorney, even though my divorce papeA, r6tate that
my ex-huh band uoutd be %epon6ibte dor any Legat 6eeh required 6houLd
he be detinquent in h" payment. Thi. occuAred when I teta-ined an
atto'ey 6o& my divoLce. My ex-hwhband waa 6uppoaedy 4ehpon4Lbte dor
one-hat6 od the Legat 6eeA -- he cdl not pay p tomp.ty, 6o I ku aked
to pay h46 pAt unt .6ach time u he coutd pay my attorney, whereupon
I would be Ae.buued thi6 amount.

Whete do I go drom heAe?
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PA'IELt, L. CHAPPELL BILL S.?8?

STATEMENT OF PAMELA L. CHAPPELL
6502 INSEY STREET

FORESTVILLE, MARYLAND 20747

11Y DAUGHTER, SHA!IqO';i MARIE CHAPPELL, WIAS BORN FEBRUARY 23,

1977. I WAS SEPARATED FROM H.R FATHER, ROBERT KEVIN CHItPPELL, ON

MAY 0_, 1977. AT THAT TIME HE WAS ORDERED TO PAY 125.00 PER WEEK

TO'JARD .HAN.ON'S SUPPORT. ON MAY 9, 1979, I WAS DIVORCED FROM

MR. CHAPPPLL AND A "LIEN ORDER" WAS PLACED AGAINST 1'R. CHAPPELL'S

PLACE OF EMPLOYMEIT, UNITED AIRLINES. THIS "LIE, ORDER" WAS

ORDERED DUE TO TME FACT THAT HE WOULD NOT 1AVE HIS SUPPORT

PAY!-El'TS. I PAID ^?OO.On IN ATTORNEY'S FEES. ON AUGUST 7, 1911,

I ,GAIl 'WENlT TO COURT A"'D A PETITIONN TO CITE FOR CO"TEHPT" AND

"PETITIOtI TO AIIEkD LIE', ORDER" IIAS PLACED AGAINST ',P. CHAPPELL.

ON JA!IUARY 14, 1O;9 , A "SHO! CAUSE ORDER" WAS DRA'.I-UP. THE

ATTORNEY'S FEES AMOUNTED TO APPROXIMATELY !'4O0.O0.

I RECEIVED SUPPORT FOR APPROXI;IATELY 10 MONTHSS BECAUSE OF

THE MAY 9, 1979 "LIEN ORDER". THESE PAYMENTS STOPPED AFTER

11R. CHAPPELL'S EM1PLOYMENT WITH UNITED AIRLINES TERHIIUATED.

ROBERT KEVIN CHAPPELL IS A VETERAN AVD ATTENDS SCHTOOL

ONl THE GI RILL. 1E CLAI'IED HIS DAUGHTER, SHANNON, FOR

APPROXIMATELY 1 YEAR BEFORE IT WAS DISCOVERED HE WAAS RECEIVING

Af ADDITIONAL 4 .90 P;R ?TONlTH FOR HIS DEPEIDE'IT CHILD, WHOmn

HE DID N!OT SUPPORT. I TOOK ACTION AND FILED P PFRS WIITI' THE

V . THIS WAS :!OT A" EASY TASK. THE VA GAVE 11E MAN'Y OBSTACLES,

AID WITHOUT tN I',IS!DE SOURCE AT THE VA CENTRAL OFFICE, I UOULD
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NOT HAVE RECEIVED ANY SATISFACTION. PLEASE VOTE THE ATTACHED

QUESTION'S THAT THE VA SENT TO ME AFTER I HAD ALREADY SUBIITTTED

THE APPROPRIATE APPROVED FORMS. THESE QUESTIONS HAD NOTHING

TO DO WITH THE FACT THAT THE COURT ORDERED MR. CHAPPELL TO

PAY CHILD SUPPORT. HR. CHAPPELL RECEIVED FUNDS FROM THE

GOVERNMENlT ILLEGALLY.

MY NEXT STEP UAS TO LOCATE MR. CHAPPELL'S IWHEREABO(ITS.

HE IS LIVING TN SAV FRAfNCTSCO, CALIFOP?!TA, BUT MOVES FROM

COUNTY TO COUNTY. BEFORE PAPERS CAN BE FILED, I THUST KNO'4

HIS EXACT WHEREABOUTS. THE ONLY SOLID ADDRESS I HAVE BELONGS

TO HIS PARENTS, WHO SY:IPATHIZE VIITH NIE, BUT LOVE THEIR

SON...NEED I SAY MORE.

ALL THESE OBSTACLES AND LITTLE OR t!O HELP FROll THE

GOVERNMENT (I DID TRY THE IRS, NO ONE THERE KNOW OF ANY

WAY TO HELP), OR SOCIAL SERVICES (I HAD HELP 11ITH PARENT

LOCATOR, BUT STILL NEEDED AN ATTORNEY) HAS MADE NE VERY

DISCOURAGED AND TO THE POINT OF GIVING UP ...... BUT YOU SEE, I

CAN'T. I HAVE A 6 YEAR OLD DAUGHTER TO RAISE, EDUCATE AND GIVE

THE BEST LIFE I CAN OFFER. I CAN'T DO IT ALOE. INSTEAD OF

HELP, I GET MORE OBSTALCES (SUCH AS THE 5- TAKEN FROM CHILD

SUPPORT CHECKS RECEIVrD AT TFE P.O. COUNTY SUPPORT COLLECTO:I

UN IT). THIS FEE SHOULD NOT BE PAID BY OUR CHILDREN. TFE

DELI!IQUE:IT PARENT SHOULD HAVE TO PAY. [I!Y SHOULD OUR

CHILDREN BE THE ONES TO SUFFER.
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Reg101 Office 211 Man Street
San Frena csco CA $4105

Veterans
Administration

NUV zG IN

1- L , To- 343/212A8M57T-,04923

Hi*. Pamel. L. ampen
6502 D Street

reltvAle, MD 20747

we need mr information before we decide whether to pay you a part of
Mr. Chappell's benefits.

To help us mwke a fair decision, please use the attached form to give us thefollowing fnoaton:

1. Are any of the veteran's children living with you? If so, list their
name.

2. Give the nams and relationships of anyone else living in your
household.

3. Showe t average monthly income for yourself and the persons listed
in Items 1 and 2.

4. Itmize the monthly living expenses for your household.

5. Show the valueS of your assets as follows: Cash Stodcs
and Bonds Swings and Ochcing a nts Rea, state
(not y u other

6. Iteniae your debts by type and am ts owed.

7. Dow mud has the veteran contributed to you or for the hijldrmn each
month during the last three months?

8. now mdh do y feel the veteran d*uld contribute e5ci month?

9. Why do you feel he is able to ontribute this amount?
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U

OR 82.-

C31EZLL, Rbt K. CSS-557-06-9523

Mm. Pamla L. Chappell

if we do not hear fm you within 30 days we vil ike our deciasin on the

Simcrely y*=s,

T. A. VERnIL
Adudication Officer
Enclosure
VA Pbcm 21-4138

S4.

25-711 0 - 83 - 34
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1 am a dingle parent of four school age children. I and thb sole financial
and emotional support for these children, who are aged 13, 12. 10 , and 7. Their
father hag not seen them since October 1979. He has written or called vatious of
their approximately six times since then. For the first two years after we separated,
he sent the support payments of $112.50 per child per month ($450) which was stipu-
lated in the separtation agreement. During 1980 and 1981, the payments became
irregular and/of incomplete. In September, 1981, he wrote a rambling, incoherent
letter announcing that the only way he could "get to" me was to stop sending support
payments. Threats of legal action brought a payment in December, 1981 which brought
the payments up to date through October, 1981. He has not sent any money since then.
In March of 1982, I obtained (without benefit of a lawyer) a Judgement for the
arrearage. In March of 1982, he quit hin GS-12 Job *±th the General Servicps
Administration to avoid garnishment of his salary. Evasive and lying responses
to my questions by his supervisor, colleagues, and the GSA legal counsel's office
ensured that my attempts to garnish his final paycheck and his retirement contri-
butions would fail. My paperwofk was two weeks too late in each case. In the
spring of 1982, a series of harrassing phone calls were traced to the telephone
he had at his accomodation address in Alexandria, Va. He was arrested, and after
telling the police that he planned to move to West Virginia, was released upon
his own recognizance. He failid to show on the court date (I spent a full day
of annual leave), and was fined $750 in absentia in June, 1982. On July 4, 1982,
he was seen sitting in his car across the street from my house. When the Falls
Church police were called (1 was somewhat afraid, as he had previously made threats
against me and threats to take my son),instead of picking him up, they merely told
him to move on! The support arrearages now total almost $10,(00, the man is self-
employed as A home improvement contractor (unincorporated, unreported and my
children are suffering. Since last fall, two ladders, the wheelbarrow, the sawhorses,
the Insecticide sprayer--but none of my brother's extensive carpentry tools--
have disappeared from by unlockable garage.

Most recently, MasterCard, having lost the record of my change of status and
account, attempted to collect oler $3200 from me when they could not locate my
ex-husband. I was compelled to appear in court tvie (taking annual leave each
time) to protect by credit rating and myself from his debt. The resolution (non-
suit for me and judgement against him) leaves me vulnerable should the company not
be able to collect fro& him.

I hive not attempted another judgdment for the'list fifteen month's support
payments. When he is served at the Alexandria address, he merely moves to his
West Virginia address (Hedgesville, about 2 hours from DC). My attempts to
learn whether the W. Va. courts honor Virginia judgements have met with little
success. The staffs of the W. Virginia congressmen whom I have contacted have been
of little assistance and it appears that I would have to pursue him through the
West Virginia court system. At this time, I do not have the emotional, financial,
or temporal resources to do this.

Statement of: Elizabeth (Cricket) Moore

311 N. West St.

Falls Church 22046
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"I'm sorry, but we can't go to see 'Return of the Jedi,' kids. We
don't have the money." Who would ever have thought I'd be saying this
to my children when every kid in the world will see this movie?

Today's date is June 25, 1983. I have not received the $200 child
support check I have been getting this past year. This payment is due
on the fifth of each month, being channeled through the-J. D. court with
Linda Bozoky being the recipient. From the time my former husband, David
Church, was ordered to pay the $200 sum, he has been constantly late in
his payments. There has been continual correspondence with Linda Bozoky,
attempting to retrieve the needed income. I am now supporting my daugh-
ters, Kim and Heather, on the gross amount of $16,100 annually, The net
figure would be between $12,000 and $13,000 which is used to cover the
following expenses: $500 rent for the apartment, a $138 car payment,
Choice, Penny's, doctor and dentist bills, a college loan, gas and food
payments. It is no wonder that the "Jedi" had to be completely ignored
for the time being. The only bills that have been taken care or this month
have been the rent and the car. What money is left has gone to food.
Thank God for the swimming pool. It has been the main source of entertain-
ment for the children. The reason for the stop in child support was
brought on by my action in court last month. David, the children's father,
was denied visitation. The reason for this ruling: David had physically
attacked his girlfriend in the presence of the children. Needless to say,
visitation had to stop.

Since this has transpired, I have had threatening phone calls: "I'll
blow you away with a silencer." "Why don't you and those f---ing kids get
on a boat?" After having been physically abused for years, there is no
doubt in my mind that it will be continued.

I have been concentrating on finding work with more money, and have
even considered relocating (New Mexico). There are many things to be taken
into account at this time. I don't know how or if this organization can
help but, if not for me, I will devote time to help other women, as I have
had a six-year struggle. I don't cry anymore. I channel my anger in
other ways -- working, playing, writing, sewing, and continual busyness.

My priorities now are:

I - More money in a new job
2 - Selling joint property
3 - New location

I hope, for the children's sake and mine, that I can continue to strive
for my goals. I will not know until July 14th, court date for show
cause, if I will receive any child support. This is a long time to wait
to pay all of the necessary bills.

Many decisions must be made based on the outcome of this date. I
pfay for all involved that they will be the right decisions.

Statement of: Christine Stegall
4606 John Hancock Ct.
Anndale, VA 22003
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A KID'S-EYE VIE'W

by Elaine P. Promm

The questions began at about the are of four. He asked, "Monmy, ho"
come we don't have a daddy like the other kids do?" My response to hin
was, "You do have a daddy. He Just lives somewhere else." Some time later
the queries bean again, but v.'hat more could I say Could I tell him that
his daddy ran away-and apparently didn't care about him? Never .ould I let
this child hear that he and his siblings were unloved and unwanted.

As the years went by, he and his brothers and sister had more questions
from time to time. "'that does our daddy look like?"; ",4hy doesn't he cone
to see us?"; "11hy can't we go to see hi.m?"; "(hy are w.e so noor?"; "d.hy
do you have to ro to i-'ork all the time"

They studied his photo. They sought that face on every man in every
public place.

The questions about their father ceased after his sister had pleaded,
"Can't you buy us a net., daddy?" and her brothers had -ivcn her the ne,.ws
that the kid next door would share her daddy with then all.

"I hate w-earinp these old matched clothes to school", he said, "can't
we buy some new ones?" He ached for normalcy. I ached with the inability
to provide that normalcy. Adequate food, shelter, clothing, and medical
car, '-ere financially unattainable. He and his brothers and sister ,-'alked
in the sno,.' to school wearing tennis shoes 'th holes in then and nants .. ith
hatches on the catches. They never knew that I had stolen food for the
table. They did kno'-" the shoc'- of having their family split up anonr friends
when their another could not find affordable housing ; and the shame, "hen it
v.',s finally found, of housing with a slum lord. They tolerated the humilia-
tion of oeer ridicule at their material deficiencies.

Soon he was ten ,ond rot his first Job. It was gardening ,ork and he
'as hired because he was big for his are and looked older. ![e brought hone

a couple of dollars each Saturday. 'iith the money he bought shoes and 'ants.
Then cane another opportunity -- a newspaper route !'o1. he ,'as making lots
of money. Fo," he could ret a bike! te sho.,ned at r'ood,.'-ill an. he bougli"
his bike.

ilis sister and brothers followed in his footsteps.

They took jobs in m'as stations and restaurants ane orlked lonr., hard
hours to buy their clothes and school supp"lies. They could buy a re-
luxuries now, and heln to fill the family refrigerator. lut they had little
time for teen-age social lives or after-school activities. Finally, I told
them about their father's desertion and my unfruitful attempts to collect
child su port.

'P,,enty years have passed since that first question; the kids are rro'.n.
In their childhood they knew the sufferinr of abandonment and non-suinort;
in their n,.turity they have learned the truth about ,overnmental nerlirence.
Fow the cuestions are, "V'ow could the government, whose purpose is to 'rotect
all citizens, allo'., these atrocities and vhat can we do to rectify the situ-
tion?"

though his life has lonr' since changed dramatically, he :ill not fo;,".et
the horrors of his childhood. In: his maUitood, he and his siblings are
rakin, their o-n contributions to the Organization for the Mnforcenent of
Child Sunport and to society.
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Statement of: Marian M. McNichol
7225 Jillspring Court
Springfield, VA 22152

I was born in Honolulu and raised by my Hawaiian-Portuguese Father
and my California born Irish-Indian Mother. Although my parents were
divorced, I had a happy childhood, living with both parents at different

times and with my Hawaiiaz Grandmother.

I At eighteen I married a man in the Air Force and started raising a
family. We had six children, one of whom died at the age of seven-weeks

in Japan. We were shuffle& around by the Air force and the pressures of
a large family and two jobs forced my husband into civilian life. When

the children were small hedecided to go back to school, using his VA

benefits.

I had previously taken three years of art studies and one year of
early childhood education and was able to start a child care business in
our home. We had a good life - the children were happy and healthy and
were never in any kind of trouble. They attended parchial school in

Alexandria and got good grades.
In 1975, we decided to move back to Honolulu and I went ahead of my

husband; he was to join us after he got his business degree.

In Honolulu, the kids and I got a condo and I worked as a supervisor
in a pre-school and taught art. I did not know my husband had been

running around with other women and had stepped up his drinking habits
until he joined us and started in with the recriminations. The verbal

abuse started then. I realize now he felt inadequate so he had to act

the big shot - putting his family down in order to boost his ego and feel

less guilty. I was a door mat, believing everything he told me, that I
was stupid and ugly and a failure as a wife and mother. (You name it - he

said it.)

He left for Virginia late in 1976 to take a job as an insurance sales-

man. In January of 1977, I returned with the children, in an effort to
try to save our marriage. I got, a job at a 7-11 Convenience Store and was
promoted to assistant manager within three months.

The abuse got worse. Mac overdrew our account, picked on me and the
children and it got to the point where I was afraid to come home at night

because I'd hear how rotten I was until he passed out. The physical abuse
started and I finally got enough courage to start fighting back.
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I was then thirty five. I moved into the twins' bedroom, bought
an old car and insurance and learned to drive. I got my own checking
account so that the rent checks couldn't bounce and found myself a
boy friend - one who boosted my ego instead of tearing it down - and
started my long fight through the courts.

It was only after Mac had socked one of the twins in the face, and
left a black eye and bruises (after several convictions of wife abuse)
that the judge put him out of our home. I had the lease put in my name
so that he could not come back without trespassing. The judge issued a
court order stating that Mac could not visit the minor children unless he
posted a $5oo bond to insure he would not injure them. I was awarded
custody and Mac was ordered to pay me $400 monthly child support. Our
older son graduated from high school and the girls were fourteen and
thirteen (twins) - and Phillip was eleven. I was working 6 - 7 days a
week at the store, trying to keep the kids fed and the problems of non-

support and trying to be a mother and father began.
I also had to take the children to family therapy and started in with

group therapy trying to feel better about myself. But I found out that
while I felt inadequate, everyone put me as the strong person - the leader

of the group - because of the way I'd plodded ahead and resolved many of
the issues.

The kids and I managed to keep laughing at the inequities of life -
it sure beats crying.-although we did that too.

At any rate I have gone to court more time than I can keep track of -
sometimes 6 - 9 times a year - it took me over a year to save up for and
get my divorce. The court awarded me $100 a month alimony. At times my
ex would disappear for nine months without any support at all and I
would have to track him down with the aid of police officer friends who
had connectionss" in Prince William County hen we are able to locate him

it sometimes takes months to get the warrants served. And then the phone
calls resume. I mustn't persist or he will sue for custody of Phillip, and
slip to another state. Mac has been jailed several times for abuse and
non support - .

I have never been able to afford a lawyer and have made 'too much"
money to qualify for legal aid. Tell me how clearing $9,000 - $10,000 a
year with four children in high school and one in college is too much money.
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I did not qualify for foodstamps or welfare and wouldn't accept it if

I did - as a matter of principle - I was ablo towork - I did have to sell

my grandmothers' silver, jewelry and one karat diamond to help offset
expenses in raising the kids and at -i= my husband's family and my dad

helped when we had financial emergencies.

_ The girls have graduated and moved out and are working and saving

towards college. Phillip (now 15) and I share a modest 3 bedroom town-
house and I drive a 13 year old car. I have been accused of having

"delusions of grandeur" because I insist on the boy having medical and

dental care and give him fresh fruits and vegetables. My ex tells me to

send him out to "work".

Mac currently owea me approximately $3,000 through the Juvenile -

Family Relations Court and I held a back jugementof $4300 (support) which

I understand must be collected by the District Court through garnishment
bf wages. Last year when we went through that hassle my husband switched
jobs and it took me some time to locate him (again through friends). We

went to court in April and go again next month in July.

My ex tells me I will not get the back support because I would take
Phillip to Honolulu to visit my father (who is dying of cancer) and I

shouln't use child support for that purpose. He forgets I sold all my

valuables to pay for the kids' support, when he wouldn't.

As far as the courts go, I wish there were more counselors available

to tell me which avenues to pursue with the limited resources at my dis-

posal. ( I am now working two jobs to keep me and my son in our pleasant

neighborhood and quite frankly, I'm pooped!)

I realize that I've been one of the lucky ones - a survivor - I've

managed to avoid the welfare trap - and when one door closed, another opened -

a cliche' but true. But there ought to be some way to protect the kids'

rights and my own too, without furter hassle from my ex husbands' irres-
ponsibility and disregard. At times it tas seemed that the man has had

more *rights" than his monor children . Why? I didn't have them by
osmosis, he is their father and one way or another there must be a way to

force him to own up to his responsibility and obligation to his family.
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MARTHA BAKER MALLARD[ - ECS,.
P.O. Box 5239Hyattsville'7140 20782

(h) 301/55-3172 (o) 202/462-8606
NON-AFDC/State Represen ted
P.7 . ounty, Maryland

CASESUMARY ( )

Upon Petitioning the Non-Custodian Parent, herewith referred to as defendant, into
the Montgomery County Courts, the Master would only register the 'Foreign Decree" (Child
Support(CS)/Oivorce Order and set arrearages of nearly two years. At the time I was
employed and represented by Attorneys who requested the Master to make the defendant

pay some monies for S, fees incurred for petitioning, a wage lien or assignment, a
contempt finding and/or modification of monthly CS amount (then being $105 for both
children) since the Master knew of the defendant's steady employment income. (A
OSmack on the Hand" was rendered and the case file was lost/never signed by the Judge.
My persistance found a clerk three months later who then had it signed but told me I must
repetition the defendant for any enforcement of this registered Montgomery Co. Order.)

I applied to Social Services for aid by filing forms, interviewing, etc., only to be
told by a worker I was ineli bible for services other than the 2 time $50 worth of food
stamps - based on the scales set for eligibility. (CS Order amounts were tabulated
into my income tho no monies were being paid, CS Enforcement forms were never processed.)

I wrote to Governor Hughes - asking that he review the criteria for eligibility for
services and happenings in CS hearings in Montgomery Co. Courts. His timely response
referred me back to the same agency (Soc. Serv.) who then had me again, fill out the
same forms as I had done in my initial outreach for services, but this 'red-light"
referral found me eligible this time for Emergency Funds and States Attorney (SA).
(I wrote a letter to Soc. Serv. Supervisor who admitted my prior application had not
been properly handled but I could spend no more food from the table to appeal the issue
as he suggested.)

My case has since been handled by the State's Attorney's Office, Upper Marlboro, MO (SAO)
who has represented me in 7 hearings since our registration of the CS Order into Prince
George's County.

The first of the P.G. County hearings was held July 13, 1982 - ending with the registration
of the Mont. Co. Order, A Pendente Lite Order of $200 monthly CS, and a rescheduling for
August 3, 1982. (Mo CS monies were paid, the assessed arrearages of the Montgomery Co.
Order were totally dismissed, and the defendant was only scorned by the Master for his
behavior. At the request of the M6ster, this case was only to be heard by him.)
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At the second hearing in P.G. Co., (August 3, '82) the defendant continued to appear
proper person - tho the Master had suggested his attaining representation. Defendant
told the courts he was then unemployed with $150 weekly income and said he had only
paid $50 on the Pendente Lite Order. The Master then set a permanent CS amount at
$300 monthly plus $50 to be paid toward arrearages. The Master again, told the defendant to
attain representation and continued the case until September. (No CS paid, SA request
for Wage Lien/Unemployment Garnishment and any other relief denied.) -

.September Hearing was rescheduled for October 29, '82, where defendant again, appeared
proper person and was found In contempt of court for not having paid CS other than one
$50 on the Pendente Lite Order. The Master sentenced the defendant to 179 days in the
House of Corrections with a $2000 bond and purge figure of $1,000 CS. (The defendant
bonded for $200 - 2 hours later, and no monies for CS were paid - Mo Work Release imposed.)

Our fourth hearing was set for November 22, '82 to Show Cause Why Defendant shouldn't
commence to serve contempt order. The defendant's Public Defender (PD) entered a plea
of indigency, and their request for another continuance was acknowledged. My SA argued
against the continuance because defendant did not comply with CS nor file exceptions.
(SA's pleas were ignored as was.my request for unemployment lien - defendant did not
meet MO criteria for PD of less than $125 weekly income - No CS relief was rendered.
-- 'The man is literate and does not belong in the House of Corrections" (Judge McCullough)
- No incarceration with Work Release.)

Our fifth hearing was held on January 3, 1983, where arrearages were assessed at over
$2000. The defendant paid $765 CS on purge figure, promised to comply if Master would
continue case, Sentencing was not imposed and continuance granted til May 16, 1983.
(Again, no implementing of lien or tax interception* tho Support Collection Unit (SCU)
and SA met administrative process requirements .. We have no budget for NON-AFOC tax
Interception cases" (HHS Baltimore.)

Defendant petitioned me to court for Modification of CS amounts (April 20, 1983) where
I submitted Federal Scales, Personal Financial Statement and Estimates of Ability for
both to pay CS based on his plea (minimum wage) and my income. (This hearing was the
only one held by a different Master who acknowledged all and denied the Modification.)

Our 7th P.G. Co. hearing was held on May 16, 1983, where defendant paid $1,620 and
came into compliance with CS--pattern established to pay upon threat of incarceration.
Imposition of Contempt Sentence again continued and defendant promised future compliance.
(SA's plea for wage lien was denied, and case was continued to August 1, 1983.)
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I have cooperated with the Sheriff's Department in Upper Marlboro with personal service
for the second time--this time with a Wage Lien Petition pursuant to Article 16 Sb, to
be heard at hearing August 1st.

In the Montgomery and P.G. County Courts, I will hope that it will not take a "red-light"
to clarify that the issue is CHILD SUPPORT ENFORCEMENT, THE CHILD CANNOT EARN A LIVING
--THE PARENT CAN AND MUST SUPPORT THESE CHILDREN UNTIL THEY CAN. There is presently
good legislation and laws but there is no monotoring system at the Judicial level on
the implementation of them or decision rendered by Judicatures -- such as custodian
and non-custodian personal problem vs. child survival.

Through my experiences at the Agency level (Soc. Serve , State's Attorney, etc.) I hope
that future NON-AFDC clients seeking CS will be rendered the same avenues of aid that
are available for AFOC cases--Better Funding for NON-AFDC cases could be a revenue
asset also as in State monies sought after in the Welfare cases--the Non-AFDC cases
end up sucklings at some point, i.e., Emergency Check, Food Stamps, etc. while the
non-paying parent feeds also from Unemployment, etc.

I cannot express succinctly the Blood and Guts and Food from the Table spent in my
personal pursuit for CHILD SUPPORT ENFORCEMENT at all levels. As in my alternative to
the Court Process.. .Steny Hoyer's Office was able to have the Maryland Procedure
of Federal and State Tax Interception investigated only to find improper utlizaticn/
budgeting barriers for NON-AFDC cases.

The Crunching Economic Spiral is ever present in the Child Support Issue - There Is
a need for Penalties and Merits to be Federally imposed (FUNDING and FINES) to States
that Do and Do Not Comply with CHILD SUPPORT ENOFRCEMENT laws for the NON-AFDC as
well as AFDC cases...for the NON-GOVERNMENT EMPLOYEE as well as the GOVERNMENT EMPLOYEE.

I have come to know my own 'power to be heard' of these problems in cooperation with
all of all. Less the intimate experiences with peoples involved, I herewith submit
to you, the Senate Finance Committee on the Economic Equity Act, another "red-light"
case study and am proud to support Title V in hope for your continued interest in
OUR Children, and remain,.

Respectfully,
J/7 ,2 - 1CC,/"
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Statement of% Lorena L. M1orelock
9927 Oak Plank Ct.
Oakton, Va 22124

This father left the family in the sum'r.er of 1976. I filed
a motion for support shortly after he left. I did not know
his whereabouts, but was told by a third party he was in

another part of the state. This is where I had the subpoena

sent. It wes returned with the notation that he was not in

--that area (his cousin was the sheriff). The Judge in the
county where I resided threatened me with contempt of court

if I returned in two weeks without a "good" address for him.

I went back and dropped my petition. I had no intention of

going to Jail or facing a fine for trying to obtain support

for my daughter simply because I could not drag her father

into court by his neck. I filed a second petition for support

while I was in another state, he was living in the northern

Virginia arena, t that time. I was able to get him into court

and was awarded $160.00 per month plus medical expenses. This

support was paid 0NLY after my return to this area five months

later. He has yet to pay the medical expenses. He would generally

pay one month and then not pay until I obtained another "Show
cause.. I was in court on the avera-e of once every three

months. The people in the sup: ort section of J&D court for
this particular county showed great displeasure in my insistance

for court dates to try and obtain support for my daughter.
Finally, in late 1978 I was no longer able to work and I had

to apply for welfare until my Social Security was approved. I

again petitioned the court for support in 1979. At thpt time

the support was upped to $225.00 per month with me paying the

medical bills. He never paid. I located him again and went

to the state support enforcement agency. The individual I had

to see was very upset that I appeared without an appointment.
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I asked her to get a subpoena as soon as possible because I knew

he would disappear again. She said she would handle it her way and

she had no intention of speeding things up because he had rights

under the law to be notified alter he had missed (I believe) three

payments. So I petitioned the court myself(the case was transferred

to the Circuit Court by my child's father on app.,ul of the $225.00

amount that was previously ordered.) I was able to get him before

the circuit Court Judge in August 1980. He appeared with his expensive

attorney ($175 per hourly). I of course could not afford an attorney,

and so he managed to get over 31,000 dropped from the arrearage. With-

out my knowledge the state support enforcement had my case transferred

back to juvenile and domestic relations court the next mohth. The

state enforcement individual I had to deal with informed me " she was
a personal friend with judge and he told her how to get the

case back into his court. I was informed by a friend who worked in

the J&D court that my attorney was cursing me out because I had al-

ready taken my husband to court the previous month. The attorney was

not LY attorney but represented the state enforcement agency. I was

unaware that when I signed up for welfare that I hpd also signed my

rights sway regardin,; anything about my daughter whatsoever! I mipht

add even though I had supported her while most of this arrearage was

accurring I had actually signed up my rights to any of this arrearage
This was never explained to me. Therefore, I received nothing but a
hard time for all my efforts. Jntil the law is changed giving back 4e
government ONLY what they give to me I will refuse to put her on welfe.
I have had a long tans..le with my eli, ilibity workers over this. They< 7"
cannot understand why I would deprive her of $73.00 per month when I
eventually hope to receive $225.00 owed to me by her father! After

Joining The Organization for the Enforcement of Child Suport they !sve
me the courage to fight again. I located her father in yet another 'state
and the case is still pending on the arrearage. I did receive two months

support though. My child's Lather claims to love" her and would like
custody. He believes he is a fit and proper Cather. How does she feel?
IIf daddy lovcs nie lie would help support :iie nztd visit me"
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Written Statement for the Record on
Hearings Held June 20-21, 1983 on

S.19, The Retirement Equity Act of 1983, and
S.888, The Economic Equitf Act of 1983

For the Senate Committee on Finance

By the Subcommittee on Single 'Employer Plans
(Excluding Title IV) of the Pension Comittee

of the American Academy of Actuaries

Lowering the Age Limitation for Minimum Participation Standards

This provision, contained in both Senate bills, reduces the age

limit for required participation from 25 to 21. The change would increase

the cost of pension plans but would provide only modest or no benefit

improvement to plan participants. Those Instances where no benefit enhance-

ment would result include:

(1) any employee hired after age 24;

(2) any employee hired before age 24 who is covered by

a plan that retroactively grants benefit service from

date of employment, upon initial participation in the

plan; and

(3) uny employee who retires or terminates from a plan

after obtaining the maximum benefit service allowed

under the plan.

On the other hand, this provision would increase the cost of

operating and administering pension plans as a result of the following:

(1) the earlier accrual of benefits;

(2) the additional number of employees terminating with

deferred vested benefits;

(3) the expansion in employees considered in calculating

PBGC premiums;
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(4) the increase in participants who must receive summary

plan descriptions and other plan information; and

(5) the added administrative, auditing and actuarial work

due to the increase in participants covered by the plan.

The number of people benefiting from this provision and the relative

size of the improvement may not warrant the added expense. Consideration

should be given to the cost-effectiveness of this proposal.

As an alternative to the language in the bills, it might be equally

acceptable to retain the age 25 participation requirement but to require

retroactive granting of vesting and benefit service to age 21. This

proposal will avoid the cost increases noted in items (2) through (5)

above.

Treatment of Maternity or Paternity Leave

This provision requires the crediting of service during certain

maternity or paternity leave. Under S.19, credit would be granted

solely for determining whether a break-in-service occurs. However, the

actual basis for calculating hours of service and the length of leave

that would be permitted are not indicated, but need to be clarified in.

any final version of the bill.

S.888 provides for the accrual of benefit service at the specified

weekly rate of 20 hours of service for up to 52 weeks of leave. Thus,

unlike 5.19, this provision of S.888 grants pension benefits during

maternity and paternity leave.



Pension plan cost would rise marginally as a result of thip

provision due to the increased benefits to some participants and

due to the added record-keeping needed with respect to employees

absent on maternity/paternity leave. Once again, consideration should

be given as to whether or not the small degree of benefit improvement

is worth the admittedly modest additional expense.

Increase in Allowable Mandatory Distributions from $1,750 to $3,500

This provision of S.19 reflects the change in the Consumer Price

Index since the $1,750 level was set in 1974. The effect of the change

would include a very modest reduction in the costs of plan administration

since more benefits would be paid out as lump sum amounts. It would be

appropriate to consider the automatic adjustment of this limit by an

appropriate index.

Requirement to Provide Deferred Annuity to Spouse of Participant

Who Dies Before Retirement After Ten Years of Service

This provision of S.888 would require that pension plans provide

for pre-retirement spouse's benefit coverage in the event of a

participant's death after ten years of vesting service. The co fencement

of benefit would be deferred until the spouse's annuity start date.

This change would give rise to a slight increase in cost of plan

administration and record-keeping. In addition, plan costs would

increase somewhat if the benefit is provided on an employer-pay-all basis.
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ERISA permits the election of one of three alternative vesting

schedules - 10-year cliff vesting, 5-through-15 year vesting, and

the rule of 45 vesting. Consideration should be given to modifying

this provision so as to correspond to the permitted vesting schedules

allowed under ERISA.

Retroactive Application

The legislation should clarify that retroactive application oi

certain provisions is not contemplated. For example, it would be

difficult or, perhaps, impossible to determine the required service

credit for maternity/paternity leave that a current participant experienced

many years ago.

PENSION COMMITTEE

Willard A. Hartman
Chairman

SUBCOMMITTEE ON SINGLE EMPLOYER
PLANS (EXCLUDING TITLE IV)

Leroy B. Parks, Jr.
Chairman

Robert D. Thompson
Vice Chairman - Legislation

Allan B. Keith
Vice Chairman - Regulations

Paul D. Halliwell

Jan R. Harrington
Jeffrey F. Hartmann
Albert L. Hess
David L. Hewitt
Brian W. Kruse
Larry D. Zimpleman
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Newport, Urvron
June 7, l'&.3

The Honorable Robert Dole
U. S. Senate
washirgton D. C.

Iur ..onor:

T is letter is coi.c,.rn'.ng the bcnate Cormittee on Finance
Scheduled hearing, on the S. IJ-.,2o (3) protect te unsijrl
benefits of a surviving .idoNs. June k:0 and ;.. :.R8 (3)

1. k. husband was a "Teanster" for over -'a ,ears, arvi I at.: :.-s vidu,..
,, si.uuse retired in June of l '1', and askedd a-,,\In ,ov. of i.'4

B. t 1 as his widow was not allo;,ed to claim rmy "ildows pension"
tiirough "o Fault of Our Oan" even though he had signed the one and
widows option that they offered at. that time.

3. I am still legally entitled and qualified for th~e Yvidov,. 4onslon
by the New Labor Laws that were passed by Congress in Sept of 1i74
that went into effect at that time but I still have not been able to
collect any of his pension, except for a fe', months i recieved vlfl.

3. Ui. till Sept of 1974many widows lost their pension because of the
"Bad Labor Lawu- it contained in the *idows Option;%which required that
a h.isband had to live r. years after he retired. in order for tue
s o se to recieve he pension. Teamsters had apparently jut the i
year clause on the ne~nsicn with full knowledge, as it was corn,'on
knownby a,l, that rany retired passed a:oby soon after retiring.
I ask Teamsters why? the 2 'ear requirement, and they never did vi ve
me and answer so thus i am ldft to conclude th, t it v.as ,.'t
on tt.e pensions apurposely to '11ip Off" the lensicn from the wido,;.

4. ky s. houses ,ensiun; s about 35,) dollars a Lro, at the tiue of
his ret*re-ent and 1 sou)id nave recieved over a.c a ii.nth on
Doc. of 1,74 bot nov: the Teamstur6 are sending m.4 r iabndti penslz
wnic:n thoy have no legal right to. k'y h. sband ,orkci hard for his
hope and family and we vurked as a ..nit. 4;e had planned to hrve
his pension as ,.ert of our retirement of course, as i cared 'or o.r
elderly and never worked out .

o. ;iiat advantage is it to ave trie so called u.igiily advertised
tensions for your old age to help suwlement . . if it cbn bf. so
easil.: rip off at will by sone unscrolous scemer. L have and iced
fath-er of 1 living with ire .Ve live on o. 1. ii a low rental Vw
aith an Uncertian future.

6. I stIll quallify and am entitled to iy ;Widows rension but
what can 1 do? Part of my husbands raise of vea.ges .as ut intotrns

yension Fund Lnd nevtr taKen out.
Thand~ing you,

140 S. N. E. 60Ave.

Newoort, Oregon 1.7365

25-711 0 - 83 - 35
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TRI-COUNTY CHILDREN DENIED SUPPORT

11322 S.E. 1ILWAUKIEi OREOON 97222 659-8149

Senator Bob Packwood
Senate Finance Committee
United states Senate
Washington D.C. 20510 June 2Lth,1983

Dear Senator Packwood:

I am writing this letter of appeal in representation of our 137 members
of Children Denied Support.

We understand you are on the committee on finance that will be consider-
ing S-888 and S-19. We hope that you will see the need for any assistance bills
such as these will give to the single heads of householdsalready struggling and
trying to survive these bad economical times.

I'm sure you are aware of the magnitude of child support cases and the
problems surrounding the collection of these obligations. There is such a great
need for more priority on these issues and an even greater need for the enforce-
ment of the already existing laws.

Our members feel you have a unique understanding and concern in issues
concerning the suffering or needs of children in these situations and we hope
that in considering the passage of these bills you put the effect it has on
securing our children's futuresfirst.

Child care has too long been a detainment on mothers/fathers working
singly to support their families and it's time our state and government repre-
senatives took a good look at the real problems causing state and county deficit,
because of the greater need for dependency on public assistance.

Give responsible parents the tax breaks and enforcement the- need.
Thank you for your concern and all your efforts to assist us in our strive

for better and more effective legislation.

P.S. I have also advised our members to write you on an individual basis
with their feelings on these bills.

Very4espectfully Yours.

JC ie L. T Sylorp iDrec tot/Planning CoordinatorZ
Children Denied Support(Tri-County)



537

INEQUITIES OF FEDERAL PENSION LAWS CONCERNING WOMEN JUNE 20 and 21
(Regarding payment of survivor's benefitE to a vested participant's

spouse)

June 13, 1983.
515 Gallows Hill Rd.
Cranford, N. J. 07016

Honorable Robert Dole
United States Senate
Committee on Finance
DS-221 (formerly 2227)Dirksen
Senate Office Building.

Dear Senator Dole,

I am writing to you as I understand you are chairing a meeting

to focus on pension problems of women and also because you have in-

troduced the Retirement Income Equity Act(S19) to the Senate.

Whdie I personally have a problem with what I feel is an unfair,

if not illegal, loss of survivor's benefits of my husband's pension,

I am writing in the interest of all women who face the same situation.

My husband has 31 years of service with his present employer.

The company has been in financial difficulty for almost ten years

and with the change in the pension laws in recent years the company

is now allowed to terminate the existing plan and take the overfund-

ed surplus cash back into the company-for general operations which

at last publication was well in excess of 250 million dollars.

I recognize the company's right to utilize these surplus funds,

but I feel that at age 52 the elimination of survivor's benefits is

grossly unjust. In my husband's company alone there are thousands of

women in my age group.

Even with the elimination of the existing retirement program, my

husband will remain vested and I feel there is a moral responsibility

(if not legal) on the part of the company to continue to provide the
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payment of survivor's benefits to a vested participant's spouse.

When working for a large corporation a man is requested to move

several times during his career. In my family's case we have moved

eight times at the company's request. Because I am a teacher in-a

very specialized field, I have always been able to work, but I have

never been able to work in one place for a sufficient length of time

to earn any pension benefits. I had always felt, I would have the 40%

of my husband's benefit program.

I feel it is terribly unfair that women can be denied this benefit

because of poor management by a corporation. I can understand the need

for the company to terminate the present pension plan, but ± cannot

understand Federal Laws that wouldupermit a company to'eleminate

survivor's benefits for all their employees under 55 years of age

regardless of years of service.

While I realize a financially troubled corporation needs all the

funds avqilable, the small amount required to maintain the survivor's

benefits to vested employees survivors is a minimal amount. In fact

in a deposition made by Mr. L. Brennan, an actuary for Kwashu Lipton

to the Honorable Justice Fredrick Lacey of the United States District

Court State of New Jersey, he stated:

(dated ll/7/82-C.A#81-3377-pqge 6)

"7.The unaccrued spouse's benefit: Turning to the question

of unaccrued surviving spouse's benefit, it should be noted

that the survivor's benefit, currently provided under the

Plan is far in excess of that required by ERISA and, whether

Orrnot the Plan was terminated, could be reduced(if not yet

accrued) to the required ERISA minimum. However, annexed
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hereto as Exhibit II is a September 27, 1982 letter from
Prudential which agrees to make the existing survivor's benefit
available to Plan members who will not jet have accrued

it by the Plan termination date at a cost of only 1/24th
of 1% per month of coverage."

Based on this extremely eYntmalfiwurelit is inconceivable
that a company would withhold the survivor's benefit and it is for
situations such as this that laws need to be passed requiring the
payment of survivor's benefits to a vested participant's spouse.
Many women have made sacrifices for their husband's career in order to
provide financial rewards for the family, but the company benefits

in return.

I am very fortunate that my husband has shared this information
with me. He has talked with many men in this situation that have not
told their wives that their survivors benefits will be terminated
along with the termination of the present pension plan. When the
present Defined Benefit'Pension Plan is replaced with a Money Purchase
Plan, a man in his fifties does not have enough working years left to
accumulate substantial monies for survivors benefits. Many men don't
tell their wives because:"she would not understand the pension
bulinoas" or "she would get mad". Many of these women will wake up
one day without any pension and will have to learn the hard way-fast.

Furthermore, Federal Law allows a company to hire executives
with six figure salaries and give them "gifts" of years of service.
These "gifts" are added to annually along with financial reimbursement
which then in turn boosts retirement benefits. Yet a person working
for the same company for 25 or 30 years of service may loose the very
lest years of service that give his pension the added boosts it needs

I
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to make it a livable pension; plus, the loss of survivor's benefits thru

termination of a pension plan. THIS IS AN INEQUITY IN THE FEDERAL

PENSION LAWS THAT EFFECT BOTH MEN AND WOMEN.

It iS ironic that a company that has done business in this

country for well over a hundred years; basically, with women, wo-ld

have so little reward for the welfare of their own employee's wives,

but the saddest part of all is the fact that present Federal Laws permit

it to happen. It is also ironic that 51% of this'particular company is

owned by a non-American. If the laws in this country allow this

company to do this, what is to stop Safeway, Kroger, Grand Union,

GeneraR Foods, Nabisco, General Electric, General Motors, Ford, and

others?

Marlene Williams, M.E.

Teacher of the Deaf
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WHIRLPOOL CORPORATION

Comments on

S. 19

Retirement Equity Act of 1983

Background

Whirlpool Corporation (2000 U.S. 33 North, Benton Harbo:, Michigan

49022) is a leading manufacturer and marketer of major home

appliances. The company employs approximately 20,000 people

nationwide, and provides its employees a full range of health,

life, vacation, and other benefit programs which we believe, on

balance, match or exceed programs provided by other employers in

the appliance industry.

This is especially true in the area of employee pensions.

Whirlpool has funded several million dollars for the benefit of its

employees upon their retirement. As such, we are vitally

interested in any legislation which could potentially impact the

company's pension plans.

Senate Bill 19

S. 19 -- the Retirement Equity Act of 1983 -- proposes material

changes to Whirlpool's pension plans. It also introduces ... then

leaves unresolved ... a number of other key issues that could

establish the groundwork for additional single interest

legislation.
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Whirlpool opposes passage of S. 19 -- or similarly written

legislation -- for the following reasons:

1. The bill unfairly singles out maternity leave cases for

special pension consideration. Other employees could

rightfully question the fairness of this special legislation

as it relates to their own "non-maternity" problems. For

example, employees could easily rationalize that his or her

presence is equally important to aid the spouse's recovery

from a heart attack ... surgery ... or any of a number of

other serious health problems. However, S. 19 does not

provide those employees equal treatment under the proposed

legislation.

Passage of S. 19, in effect, would be opening a veritable

Pandora's Box to a potentially unlimited number of other

special interest groups demanding similar treatment.

For Congress to give preferential treatment to one group (for

the sake of "Equity") ... without giving equal treatment to

other groups ... seems to violate the very purpose for which

this bill was written.

2. We see a glaring contradiction between the changes being

proposed in S. 19 and guidelines agreed to in Conference in

earlier legislation (Conference Report 95-1786, on S. 995).
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This report stated that "... women affected by pregnancy,

childbirth or related medical conditions shall be treated the

same for all employment-related purposes, including receipt of

benefits under fringe benefit programs, as other persons not

so affected but similar in their ability or inability to work,

.. (emphasis added). It seems ill-advised, then, for

Congress to reverse its earlier precedent and, at the same

time, to once again expose employers to additional

administrative costs and burdens of amending their policies.

3. As introduced, S. 19 sets a far-reaching precedent by

requiring employers to indirectly compensate male employees

for paternity. Today, special paternity pension clauses are a

rarity in the private sector -- perhaps because there is no

clear social mandate to support such a dramatic policy change.

Proponents of S. 19 may, in effect, be using this legislation

as a means to remold one facet of society to achieve their own

special ends. This role, we believe, is inappropriate for

Congress.

4. Mandating special paternity benefits introduces two additional

areas of debate which could expose employers to future

litigation. One, and closely related to #i above, hinges on

the question of fairness to employees who are facing

"non-maternity" health problems in their families. Should a

male employee, for example, whose wife or even children who
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are severely ill be afforded "equal treatment" under this

proposed law? Problems of this nature are clearly as

important to him as is maternity to the new father. If some

of these other non-maternity medical cases would qualify, who

in government is wise enough to define which illnesses shall

qualify and which will not. If they would not qualify, who in

Washington has the temerity and tenacity to withstand the

pressure of single interest groups who will surely press for

"equal" concessions?

Second, S. 19 leaves unresolved how employers would handle

the issue of employees (male or female) where maternity or

paternity arises from births outside traditional matrimony.

Social acceptance of such practices appears to be on the

upswing, regardless of its merits. How are employers to

respond? If Congress deems it appropriate to raise issues

that have moral trappings, it is only fitting that Congress

also indemnify employers from potential charges of

"unfairness" that will likely follow from other employees.

5. We feel that pension agreements are best resolved- among

employers and their workforce through the long-established and

time-honored process of management-labor negotiations.

Employers, rather than Congress, know better what they can

afford, and whether they can successfully pass on the added

pension costs to consumers in the form of higher retail

prices.
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Conclusion

The "Retirement Equity Act of 1983" (S. 19) is laden with

inequities. For the reasons cited above, we believe the measure --

perhaps well-intentioned -- is, nevertheless, poor legislation. It

does not adequately address other related matters of fairness

beyond the immediate issue of maternity.

To the contrary, S. 19 raises and then begs further debate on a

number of related employee issues heretofore latent.

We urge Congress to defeat passage of S. 19, or similarly written

legislation.

For additional information, please contact:

Dale Sorget
Manager, Government Relations
Whirlpool Corporation
2000 U.S. 33 North
Benton Harbor, MI 49022
616/926-3401
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McMURRAY & McINTOSH
A PQCO'CSS 0NAL CoN"PAT.o

MACOY A MCMURRAY ATTORNEYS AT LAW OF COUNSEL
JAMES A MCtNTOSH V OURRELL NIELSEN Ir
STEVEN R MCMURAY SUITE 810 BENEFICIAL LIFE TOWER

ROERT J DALE 30 SOUTH STATE STREET

DAVID 0 PARKINSON SALT LAKE CITY, UTAH 84111
STEVEN J DIXON
BRENT R CHIPMAN (8011 532-IS

LYNN C MCMUVRAY

September 9, 1983

Senator Robert J. Dole, Chairman
Senate Finance Committee
U. S. Senate
Washington, D. C. 20510

Re: Senate Bill 19 -- the Retirement Equity Bill of 1983
Senate Bill 888 -- the Economic Equity Bill of 1983

Dear Senator Dole:

The purpose of this letter is to submit a written
comment regarding a particular provision of Senate Bills 19
and 888. I am an attorney in private practice in Salt Lake
City, Utah, and a substantial portion of my practice is
involved with qualified pension and profit sharing plans for
small employers. I am chairman of the Program Committee of
the Mountain States Pension Conference, a group comprised of
attorneys, accountants, trust officers, plan administrators
and others involved in the pension industry. I am also an
officer of the Tax Section of the Utah State Bar Asso-
ciation. My activities with the Mountain States Pension
Conference and Tax Section of the* Bar give me frequent
opportunity to discuss pension-related matters with other
individuals.

Both Senate Bill 19 and Senate Bill 888 would
lower the minimum age for participation in a qualified
pension or profit sharing plan from age 25 to 21. 1 feel
that this provision would serve no useful purpose and would
not strengthen in any way the private pension system of the
United States or in any way make qualified pension or profit
sharing plans more "equitable", although it would impose a
substantial economic burden on employers. When the existing
law was under consideration as part of the Employee Retire-
ment Income Security Act of 1974, Congress specifically
considered the impact of the existing provisions as re-
flected in the Committee Reports, which state:

The committee believes that these rules are
reasonable. They provide a balance between the
need to grant employees the right to participate
in pension plans at a relatively early age so



547

that they can begin to acquire pension rights
and the need to avoid the administrative draw-
backs that would be involved in granting cover-
age to immature and transient employees whose
benefits would in any event be small.

Nothing has changed since 1974 to merit a change in that
philosophy, unless maybe it is a change in political pres-
sures.

At the hearing on the bills held by the Senate
Finance Committee in June, it was pointed out that according
to the Bureau of Labor Statistics, the labor force par-
ticipation rate peaks at seventy percent (70%) for women
between the ages of twenty (20) and twenty-four (24).
Government figures also indicate that women in this age
group typically remain on a job only eighteen (18) months
before dropping out of the. work force altogether or moving
to another job.

Based upon my experience and that of numerous
other attorneys, accountants, plan administrators and others

' involved in the pension area with whom I have discussed this
topic, individuals in the 21 to 25 year age group are not
concerned about pensions or retirement. Typically, workers
in this age group are highly mobile, often struggling
financially to make ends meet and often include women who do
not intend to remain in the work force but who are working
-simply to allow their husband to finish school or to supple-
ment their husband's income. On separation from service,
whether the individual is withdrawing from the work force
completely or is simply changing jobs, the money is most
often used to purchase a new car, furniture, or to make
payments on a home. In virtually every case, the account
alance is not rolled over to an individual retirement

account, othe-r qualified plan or otherwise retained in the
private pension system.

If an individual retires at age 65, commencing
participation in a retirement plan at the current age 25
allows a minimum-of 40 years in which to build a retirement
fund, which ought to be plenty of time.

If Congress and the Administration are truly
concerned about correcting inequities in the pension system,
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an infinitely greater benefit could be provided to women by
allowing nonworking individuals to establish their own
individual retirement accounts with the same contribution
limits as those provided for working individuals. The cost
of sustaining a retired couple where one spouse did not work
is not less than the cost of sustaining a retired couple
where both spouses earned income. If the private pension
system is to be equitable, it ought to permit the accumula-
tion of retirement benefits for both working and non-working
spouses. In addition, this would be a cost-effective means
of adding to the nation's private pension system compared to
the high cost-no benefit concept of lowering the minimum age
of participation from age twenty-five (25) to age twenty-one
(21).

I appreciate your consideration of these comments.

Very truly yours,

McMURRAY & McINTOSH

David 0. Parkinson

DOP/ms

0


