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Reducing Anti-marriage Incentives in Housing Programs

Problem

Today nearly one third of all American children are born outside marriage,  one child every 35 seconds. The collapse of marriage is the principal cause of child poverty and a host of other social ills.  A child raised by a never-married mother is seven times more likely to live in poverty than a child raised by his biological parents in an intact marriage. Children in never-formed or broken families are more likely to become involved in crime, to have psychological problems, to fail in school, and to be physically abused.
The growth of single parent families has an enormous impact on government. Indeed, the modern welfare state, as it relates to children,  has grown up largely as a support system for single parenthood. At present federal and state governments spend some $150 billion per year in means-tested aid for single parent families.  In subsidized housing, some 80 percent of the aid to families with children goes to single parent families. 

But the collapse of marriage is not inevitable.  In nearly half of all out-of-wedlock births, the mother is actually cohabiting with the father at the time of birth.  In another 30 percent of cases the mother is romantically involved with the father although they do not live together.  In most cases the father will be employed at a decent job and the couple will look favorably on marriage as an institution.  Yet, in general, these couples will not enter into marriage and will not sustain their relationships.  

In many respects, the failure of millions of low income couples to enter and sustain marriages is a result of the barriers that the welfare system erects against marriage.

Marriage has eroded and out-of-wedlock childbearing has soared, in part, because subsidized housing, Temporary Assistance to Needy Families (TANF), Food Stamps, Medicaid and other means-tested welfare programs discriminate against and penalize marriage.  

Penalties against marriage are inherent in the structure of all means-tested aid programs.  In these programs, benefits are incrementally reduced as a recipient’s earnings increase; this is generally termed the benefit reduction or marginal tax rate on earnings.  (For example with a benefit reduction rate of 50 percent, a beneficiary might be given $5,000 in aid if annual earnings are zero, $2,500 in aid if earnings are $5,000, and no aid if earnings are $10,000.)  While it is widely recognized that this type of means-tested program discourages work, it is less commonly understood that means-tested aid also discourages marriage and rewards single parenthood. Subsidized housing and other means-tested welfare programs penalize marriage because a single mother will suffer a substantial reduction or elimination of benefits whenever she marries an employed male.  However, if the couple remains unmarried, the father’s earnings will generally not be counted in determining the mother’s welfare benefits and the value of those benefits will not be cut.  As a result, low income couples can maximize their combined income by remaining unmarried, but will suffer a serious income loss from marrying.

In the case of subsidized housing, the typical single mother receives a subsidy worth about $5,000 per year; if she marries a male with earnings the value of the rent subsidy will be reduced.  The more the male earnings the greater the loss of housing aid, and, if she marries a male with earnings around $18,000 per year (a typical sum for unmarried fathers), the housing subsidy will be completely eliminated.   Thus, in general, low income couples can maximize their welfare income by remaining unmarried.

The anti-marriage incentives implicit in subsidized housing programs are intensified by the fact that most recipients receive aid from more than one means-tested program.  Each individual means-tested program (such as TANF, Food Stamps, housing, or Medicaid) contains its own anti-marriage incentives; these incentives are additive and become very severe when multiple programs operate together. 

For example: the typical single mother on Temporary Assistance to Needy Families receives a combined welfare package of various means-tested aid benefits worth about $14,000 per year. Suppose this typical single mother receives welfare benefits worth $14,000 per year while the father of her children has a low wage job paying $18,000 per year. If the mother and father remain unmarried, they will have a combined income of $32,000 ($14,000 from welfare and $18,000 from earnings.) However, if the couple marry, the father’s earnings will be counted against the mother’s welfare eligibility. Overall, welfare benefits will be nearly eliminated and the couple’s combined income will fall substantially. 

Policy Options

The only way to eliminate the anti-marriage bias from welfare entirely would be to remove marriage-linked means-testing from all welfare programs, making all mothers eligible for aid irrespective of their husbands’ earnings.  Under those conditions, government policy would be neutral, neither rewarding nor punishing a mother’s choice of marriage.  Such a policy, however, would be infeasible because it would increase welfare spending by tens of billions of dollars. 

However, while it may be impossible to completely eliminate the anti-marriage incentives in welfare, those incentives can be mitigated.  In subsidized housing programs, anti-marriage incentives can be reduced by altering the treatment of husbands’ earnings and eligibility as follows.  Housing program rules for married couples with children should be altered so that the first $1,000 in a husband’s earnings each month would be ignored or “disregarded” in determining: 

a)  a married couple’s eligibility for subsidized housing; and,

b)  the couple’s monthly rent payment.

Moreover, since around a third of unmarried fathers have jail records, restrictions on the residence in subsidized units of fathers with criminal records should be eased for fathers who: a) are married to mothers in the unit, and b) are financially supporting his and her children in the unit.

Finally, in future years, there should be a formal goal of increasing by 50 percent the share of married couples with children who receive housing subsidies.  Special efforts should be made to target aid to couples at risk of single parenthood based on factors such as family history, income, and education.  Since children’s well-being is enhanced by residing with both biological parents, priority should be given to children living with a biological father and mother united in marriage.

Recommendation: The Millennial Housing Commission should recommend a national policy to: restructure all subsidized housing programs to reduce the disincentives to marriage, ease restrictions on eligibility of husbands with criminal records, and increase the share of subsidized units going to married couples with children.
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