Case Study 1

The situation:

The non-resident parent (NRP) earns £200 per week (net). The parent with care (PWC) earns £200 per week (or more). The PWC receives £14.40 Child Benefit.

The PWC has their daughter for 4 nights per week, while the NRP has her for the other 3 nights.

There is a significant cost in looking after a child at all (fixed costs), and the cost per night after that is less significant. Therefore, each parent is assumed to spend £17 for the first night of care and an extra £8 for each subsequent night. So they spend a total of £74 per week on their daughter. 
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The result

The PWC spends £9.60 of £200 income on the child per week. The NRP spends £50 of £200 income on the child. This is £20 more than he would pay in Child Support if he never saw the child. The reasons are:

· The PWC does not support the child while she is the “absent parent” (Friday to Sunday).

· The PWC continues to receive the Child Benefit even while she is the “absent parent” (Friday to Sunday).

The PWC spends £8 more than the NRP directly on the child. (This ignores the benefit anomalies). Child Support ought to be about £4 per week, to make the expenditure of each parent equal. The White Paper overcompensates at £17 per week, in spite of the fact that Child Benefit has already biased things towards the PWC. 

With the Fair Shares formula, the NRP would be liable for a little over £17, while the PWC would be liable for a little under £13, and the net result of £4 or so is the proper amount in these circumstances.

Case Study 2

The situation

A marriage is on the rocks. For the sake of argument, the couple’s names are Tony and Cherie. They have three children and, after separation, agree to share care of their offspring equally.

Tony earns £100,000 a year, his wife earns almost double that. She retains the large marital home and Tony lives in a central London flat, where for alternate weeks he looks after the children. Tony believes he cares equally for his children, both financially and emotionally, but the state regards him as a non-resident parent.

They spend a total of £520 per week on their 3 children, as shown below.
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The result

Tony is required to pay Cherie £129 per week.  If he never saw the children he would pay £258.  But he cares for the children 50% of the time, while she earns twice his income and receives all the child benefit.  She doesn’t have to pay him 12.5% of her income when he cares for the children, so why does he pay her nearly 12.5% of his?

Tony spends an average of £389 out of his earned income per week, comprising this Child Support of £258 one week then the direct spend on their children of £520 the next week on top of this.

Cherie also directly spends £520 each alternate week. However, this is offset by the £258 from Tony for that week and the £33.60 of Child Benefit every week (whoever is caring for the children that week). So she spends an average of less than £98 per week out of her own earnings.

The reasons are:

· Cherie receives the Child Benefit and so she is able to claim Child Support from Tony. Because they care for the children exactly the same amount of time each, this amounts to nearly half of the amount he would pay if he never saw the children (25%)

· Cherie receives all the Child Benefit and Tony receives none of it, even though they care for the children equally and Cherie earns more than Tony.

· Cherie’s income is ignored totally for assessing child support.

By far the best solution for high-earners such as these is to remove the anomalies (such as the White Paper’s unfair “equal sharing rule”) which would encourage someone like Cherie to use the CSA rather than come to a private agreement. Then leave them to sort out their own affairs unless enforcement is needed. The CSA has a hard enough task without being used by people playing games.

This case study is based on: New system simpler but ‘more unfair to fathers’ by Philip Johnston, The Daily Telegraph, 2/7/99.

Case Study 3

The situation

The NRP is out of work and claims Job Seeker’s Allowance. The PWC earns £300 per week. The PWC receives £14.40 Child Benefit.

The PWC has their son for 4 nights per week, while the NRP has him for the other 3 nights.

Each parent is assumed to spend more for the first night of care than subsequent nights. They spend a total of £65 per week on their son.
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The result

Although she earns a respectable amount and he is on benefits, the PWC only spends one-and-a-half times on their son as he does out of her earned income, because she receives help from the DSS in the form of Child Benefit.

The amount he retains is unsustainable. He is completely abandoned in his attempts to care for their son. Neither the State nor the other parent provide any assistance whatsoever. He would be £15 better off not caring for his son.
With the Fair Shares formula, she would pay about £19 for his 3 days. (3/7 of 15% of £300). Of this, £10 would be disregarded leaving him and his son better off, while the rest would reduce benefits spend. She would still be vastly better off than he would, of course.

Case Study 4

The situation

Both parents work for at least 30 hours for £100 net income per week. The mother receives Child Benefit.

They shared care exactly equally, with their daughter spending one week with one parent, one week with the other. During weekdays, whoever has the daughter has to spend £10 per day on childcare.
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The result

The parent who claims Child Benefit ends up with much more money than she earns, because of all the money that the government supports her with – Child Benefit, Working Families Tax Credit, and childcare tax credit.

The parent who doesn’t claim Child Benefit, in spite of earning exactly the same, and caring for their daughter exactly the same, ends up with about half the money he earns.

Alternative situation

Suppose instead that they had previously decided that they needed more money to be provided by the government. So they had agreed that the mother should look after the child full time.
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The result

The mother retains £25.05 less per week as a result of caring for the children full time (while still working and using childcare each working day).

The father now retains £95 per week. So by giving up care of the children, he has become £43 better off. (He may use some of it to privately subsidise the mother).

Taxpayers pay £36.95 extra per week to enable the father to be £43 better off by never seeing his child. Taxpayers are subsidising him by a large amount to abandon his children, at the expense of the mother.

Case Study 5

The situation

Both parents earn £250 net per week, a low-to-middle income.

The PWC looks after their son for 5 nights per week, the other parent for 2 nights per week.

In total, they spend £80 per week on their son, perhaps a little higher than average.
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The result

The PWC only spends £10.60 from her earned income on their son, because:

· She receives all the Child Benefit (even when she doesn’t have their son).

· She receives Child Support of £27 per week.

· She doesn’t make any contribution for the time when the other parent is catering for their son (and neither does the state).

The NRP spends £55 per week on their son from his earned income. 

The child has £52 spent on him while in the PWC’s household and £28 while in the NRP’s household. This suggests that child support should be about £12 to balance the amount spent. (This still leaves the benefit bias). In fact, at £27 it overcompensates significantly.

With the Fair Shares formula the child support becomes about £10 - £11. This still leaves the PWC better off because of the Child Benefit.

Case Study 6

The situation

Both parents are on benefits. The parent with care gets Income Support, while the other parent is out of work and on Job Seekers Allowance (Income Based).

The latter looks after the child for 2 nights per week. In total they spend £60 per week on the child.
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The result

The PWC has £52.20 left for things other than their child. The other parent has little more than half this left. 

(It is also likely that the parent with care gets Housing Benefit for a house suitable for looking after a child, while the other parent has to look after their child in a bed-sit).

Case Study 7

The situation

Consider 2 couples: Mack & Mabel and Jack & Jill.

Each couple has 2 children and is separated. Each parent earns the same (£200 per week) and always has one child every night.

The only difference is: Mack & Mabel swap children every Friday evening. Jack & Jill keep the same child with them. (Jack has their son, Jill has their daughter). Their costs are identical.

Where there isn’t a clear parent with care for a child, the mother claims Child Benefit, as usual.

Mack & Mabel
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Jack & Jill
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Comparison

Every parent has exactly the same care of children and exactly the same cost.

Where Jack & Jill retains a child permanently, they are financially equal (as they should be). The White Paper says “Where parents have separated and one or more of their children live with each parent, both parents are non-resident parents - and both are parents with care. In his situation, we will assess the maintenance liability of each parent. Only the difference in liabilities will be payable.” An excellent attitude.

But where Mack & Mabel attempt to share each child exactly equally, the bizarre White Paper equal-sharing formula steps in. The result is that fathers like Mack who try to share their children equally might find themselves £40 per week worse off than mothers like Mabel.

Why doesn’t the White Paper use exactly the same logic that it applied where children were permanently living with particular parents? (This question ignores the probability that the answer is “it was an accident and we couldn’t be bothered to fix it!”)

First, because of the bias in the benefits system which awards Child Benefit to the mother by default. Second, because of the truly weird feature of the White Paper that insists that even where parents share the care of a child exactly equally, one of them must be the parent with care and the other must be the non-resident parent, even if everything is exactly equal. (Why?) This results in the unjustified £8 child support.

There is no logical difference between the Jack & Jill case and the Mack & Mabel case. Every parent earns the same, every parent cares for his or her children the same, and each parent spends exactly the same on their children during direct care. So why don’t they all end up the same? Because the White Paper shared-care proposal is ridiculous! And the benefits scheme leaves a lot to be desired.

The Fair Shares formula balances out the child support for Mack & Mabel just as for Jack & Jill. There becomes no net liability. (Only the benefit anomaly remains).

