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What does a child cost? This is‘a question which
Tew parent§ and, indeed, few economisﬁs have quantified
'in'a systematic waf:uhfgﬁn so, data on_thelcost_of
children may be ihpdrtant for parents who are deciding
whether.or not.tqlhave.a child, or'deciding héw many
they can afford. Such data would also help them to
p]an‘mdré effectively for their own and their children's
welfare, for it is_difficu]t to know how well one will

~ be able to support his family in later years, unless he

has some.idea of what the future'costs will be.

Chi]d?gn dd-not'cogt the saie for all people. '
f_Some people send theirlchildren to private schoo]s,;‘
summe; camps, and expensive colleges; other parents
provide only the barest subsistence for their children.
. _Pr0bany the greatest"determining factor of the cost of
a child fs the level of dincome. enjoyed by itslfamiiy:
People with high incomes spend more on their children
 than peop1é with low incomes. Part of this difference

. is due to direc§.;onstraints -~ poor people simply do

not have the financial resources to spend as much on

their children as rich people. Differences:in the
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cost-of children are also partly due to social norms ==~
a rich man cannot easily deprive his child of the music,

T T dancing, or riding lessons that his child's friends are
~w-m————gXposed to. Even among families at roughly the same
llevel of ‘income, the costs‘Bf children can still vary
gréat]y depending on the parenté' atti?udes, numher of
children, and other circumstances. It is, therefore,

impossible to talk about the cost of a child except as

an abstraction. .

In what follows, we will try to approximate the
average cost af a child, whi]e.showing how this cést
might be expected to vary. . Included in our ana]ysis'
are estimates of the direct dof]ar costs of a child
from conception through college graduation, and esti-
mates of the opportunity costs to the mother -- the .
wages.}oregone pyﬁihe mother in order to have children.
We also consider other indirect economic consequences of
uncontrolled fe}ti11ty. Both direct aﬁd indirect dollar
and opportunity costs are bbrnq by the family; we do |

not include costs borne by the public sector.

Since the costs of a child are incurred over a span
of years, the cogt datﬁ will be shown both in und1§COUnted
'values and in discounted, or present,values. (For an
_explapation of discounting and present values, see =~

e

Appendix A.)



" DIRECT COSTS

The'direct cos%s are the monetary outlays required
to maintain a child. We are including ;he costs of
housing, food} educaﬁ{on, c?ofhing, medical care, traﬁﬁlw
portation? and other;haintenance expenses for a child
from birth to age 18.‘.In addition, we are considering
the direct costs aééociated with the birth itself, . as
'weil'as thé costs of college eduéﬁtiqn._ Thusy we are
attempting to'estimate the direct costs of a{chi1d from:'
the time of conception to the fimelthe child graduates

]
L

from college.

Costs of Raising a Child From Birth to Age 18

i

On the average, the_undiscounted costs of raising
o a child to age 18 in the United States range .from a low
\ of $20)0]Q to $32,990. When discounted at eight percent,
the costs.fange erm $10,836 to §17,680 (seé Table /).
Thus, having a child means‘that the fami]y will give up
"~ as much as the equ1va1enb of $17, 000 in present consump-

or. $33,000 in consumption)
-t10q29ver a period of T8 years. It is a substant1a1

sum either way oneh1qoks ét o

On a nationwide'basis,‘the_djfferences in host by
type of residencg are not great; it costs slightly 1essl:
to-raise a child on a farm, but the costs oflraising

‘a child in a rural no{:?arm place or an urban place are

.....



~-- Cost of Raising A Child ~
2 Prices, U.S. Averages,
~w-Cost and Moderate-Cost
*1 and Type of Residence

Age of cost level Moderate-cost level
chilc wral |2 Rural
(years; :?arm Urban Farm Non_farm Urban
; ‘
Under 1- ,070 I$ 1,070 {$ 1,350} $.1,570 $ 1,540
e - S10 1,110 1,390 1,620 1,590
2 ,010 1,060 1,350 1,520 1,510
i e 010 1,0G0 1,350 1,520 1,510
Yy - L, 070 1,090 1,430 1,600 1,600
G #0778 3 1,090 1,430 1,600 1,600
O e evmenm pbi LK) 1,120 1,540 30720 1,720
e ,150 | 1,170 } 1,590 1,770 1,780
Baememasaeey 150 P B0 I %, 590 i S i ¢ 1,780
G , 150 1,170 | 1,590 1: 770 1,780
L= 200 dp 220 1,660 1,850 1,860
) I R 200 1,220 1,660 1,850 1,860
: 15 [— 310 1,290 | 1,840 2,030 2,010
© 13— .340.1 1,320 | 1,880 2,090 2,060
1= ;340 L, 220 1,880 2,090° 2,060
15— 2340 " 1,320 ;880 4|~ 2,090 2,060
16===wwm ;470 1,440 2,020 2,280, 2,250
17==mm--- 470 | 1,440 2,020 2,280 2,250
Undiscounted
. Total ,540 521,630 ($29,470 | .$32,990 $32,830
Discounted ' : '
Total 635 11256 X5,715 17,680 Y7;576
f
Note: Disces petcenl.

Source: U.¢ . 7 Agriculture.



Pra;dmcal(y equal. Rather, the differences in costs

are prwmar11y due to the considerable differences between

~~;he-10w—cost and the moderate-cost levels: It costs a

_.;jhird less _to raise a child on the low-cost rather

“{than the'moderate-coéﬁ budget. For example, on the
average moderate budgét, it costs-around $33,000 to
raise a noi:}arm child to the age of 1$,and the cost
for a farm child is only slightly lower. At the low-
cost level, the cost is about $21,000 for a noQ:farm

child and about $20,000 for a farm child.

On a regional basis, the costs of raising a child
range from $19,460 to $35,830 (see Table 2) and, again,
the differences are primar{1y differences in cost levels
rather than in type of residence. HNo clear regional
cost pétterns emerge from the data, with the possible
excep?ion that the West tends to be slightly more
expensive. Also, the North Central region has a sub-

stantial cost édvantage for rural noi:}arm residents.]

In contrast to the method used by the U.S. Depart-

- (usDpnA)
ment of Agriculture, A. Hendersonc}ewm Sara 50m£9

IAY
developed somewhat different approaches for determining
.the costs of chi]dreh. Henderson estimated the com-
.pensatory sum of money which would enable a couple with
- one or two ch11dren to ma1nta1n the same.standard of

living they enJoyed as a childless couple Unfortunate?g



Table 2. --Cost of Raising a Chili to Age 18, at 1969

; rices" }. ¢ i i
By Region, Cost Level, and Type of l A
Residence ; ;
: . Rural g [ 0
_ e e .% Farm.§95+5 Non-Farm Cos 71> Urban C2557&5
7T TTRegion” T "1 Low: | Moderate | Low I Moderate | Low | Moderate
Undiscounted ' ; ' f -
AIT Regions v $ 20,010 $ 29,470 $ 21,540 ! § 32,990 $ 21,630 $ 32,830
- = - i
North Central 19,460 28,00 19,360 ; 28,950 22,6890 31,140
= rori ..\‘ .
South?~ . 21,690 32,210 21,050 g 33,850 21,360 33,600
_Norfheést 19,770 - 28,100 23,070 35,220 : 12,520 32,960
West NA 22,750 25,000 35,830 i 23,380 34,390
. " \ :
Discounted . ? ]
All Regions - $ 10,836 | §$ 15,715 | $ 11,635 {$ 17,680 {$ 11,756 ! $§ 17,576
- . : . L 2R
«, North Central 10,426 15,435 . 10,452 i 15,485 i X2;27%6 1 16,718
[ 5 7 3 _ E i E |
‘. south™ “, 11,714 17,3¢6 | 11,450 | 18,244 |- 11,593 j 18,036
-' | | '
. Northeast 10,615 13,057 { 12,399 ¢ 18,847 { 30,527 17,540
4 . : i ' 4
L West - | NA 11,933 | 13,533 | 19,238 - | 12,649 | 18,409

T Ta="In 1966, the Department of Agriculture estimated the cost of raising a farm child

/ . to be more expensive in the North Central than in
that time of the costs of
.-~ changes in the pricing

. Source:

of

U.S. Department of

+ha

LSP =

_Agriculfufe._

+the South. The

reversal since \
raising a child in these two regions can be attributed to-
Departments' foocd plans by region.



because the data are very much out of date and app1§
only to England, we have been unable to compatefihe

results with the costs of children which we have

"~ collected from other sources. ELven so, this approach

.
e ey = e

e offers an—-interesting methoddlogical aTternative for
calculating the cost of a child for some purposes.

Sohn estimates that the cost of raising a child

LT

with a moderate budget is $29,753—:p]ose to the USDA ..~
estimate of $32,830. Although she depends on.the u.s.
Bureau of Labor Statisticgcﬁem her primary source, she
also uses USDA, the Communj£y Council of Greater New
York@ and the U.S. Department of Labork@ Because she
averages the results of several sources, identjfth'#ﬁefj'
precise methodology and the possib1e inherent biases
is very difficult. There%ore, we prefer to rely on a
single source -- USDA. Furthermore, the USDA data hgs
more detai?Iby region of the country, by type of resi-
dence-(farm, rural no{:farm, and urban), and by size
of family. ¥ - |

There are three-dssumptiqns which are basic to
an understanding of the USDA %{gures and of any other
figures also relying on survey data. All three assump-
tions arise primarily from the fact that the USDA
Tigﬁres are deri@ed from the 1960-61 Survey of Consumer
Expenditures. Adding the EOStS from one point in time

associated wtth_each'year'of a child's ]ife'up to age 18



.presents a complete cost picture, but only for the year

of the survey. To apply these figures to the actual
life span of a child invelves making certain assump-

tions. First, tastes and preferences must remain con-

_.stant. That is, we are assuming that normal purchases

for a 12-year-o0ld child in 1961 are normal purchases for
the same age child in 1871 and vice versa. Second, we
assume that the standard of living of a couple will
remain constaht while their children are growing up.
Thus, we are ignoring increases in real income which are
the typical experience of most American families. Third,
we are assuming that prices will remain constant re-
lative to each other. Thus, wh11e inflation (which
affects all items equally) would not affect the cost
figurés, price .increases of some items and not of others

would partially invalidate thé totals.

The USDA data are estimates and should be

considered roﬁgh approximations of the cost of raising

a child. The data could be imgroved in many ways. For
example, the Department'of Agrﬁbu]ture should, in our
view, pub]isﬁ these data as a government document with

a clear explanation of exactly how they were derived.
furthermore, we feel that the method used to delineate
different standards‘of living is not a particu]aﬁ]y good
one. For instance, it wou{d be preferable to use the

proportion of the total budget that is composed of food



expenditures as the criteria for defining the budget

levels., Finally, the data should be published with

considerably more ancillary detail. For example, the

-~ ————=——-=Nepartment of Agriculture cannot associate an average
eeireee—eeiniCOmMe with the different cost budgets. Nor do they
" know how many families fall into each budget category.

The data in Tab]elllis for the average family of Two o/
ckwﬂ&refl;, but we could not find out where in this range

the average family would be.

Cost of Childbirth

A cost which is not included in the calculations
of the Department of Agriculture is the cost of giving
birth. While it is obvious that this cost varies with
income level in much the same way as other expenses, all
families are forced to face a certain proportion of
the charges of the doctor and hospital: Nearly all.
women _receive some medica] care either during or at
the termination of their pregnancies. The Blue Cross

magazine Perspective estimates the cost of having a

first baby at'$1,500§:}This figure is broken down into

the fo]1owin§:

Hospital *costs $573 - (including six days
at national average
e g _of $65 per day, nursery,and

delivery room)

Medical costs , .- 280 (including obstetrical
; s By T e and pediatric care and
circumcision)



assitia Basic aursery 3 "« B17+: (including a baby ward-
supplies . .no ' .fooiiiis oorobe, medical~supplies,
b s U e | S RSt (it S furnishings,utensils,etc.)

-J:::LQ;;QQ;::LNQv-ﬂOLher s materni*y _‘rgf_if”mﬁ”‘:,%ﬁ A 8
e e 22 Wdrdrobe .g-alA-_164 AR RN AN IR 2o
CEUTTOTAL A YL B TR s Bl
. ¥ lo = : ) ,. \ A r ) i .. o &
Sylvia Porte£;>makes_51milar estimates, as follows: .
"' ;.‘I-. e ) ghie i : _I\_:,‘: b t 3 _"- ANRASE ;-..’I : '..‘._'.'. e 4
;i 7 Hospital and medical care 70§ 929,007 .
Basic nufsery supplies - - }bﬂ-LJinf‘520.68'
L SR i L oG ‘ i . : . . : AI
“iv-Maternity, ‘clothes v iitd dein iyl ale " 10706 70
LB D R eaeiea,
‘:'Perhaps-cven more'wbrrisome than the $1,500 price‘ .

tag on the norma] barth of & f1rst ch11d is the fact
“,that the price can 1ncrease great]y 1f there are: any
'complucations such as prematurity or a Caesarean._ As

an examp]e, ‘Perspective mert1oped a,Caesarean de11very -

 “ihau cost a sota] of $2 ZSo.CE}; Wh11e 1t 15 true thdt

" some of shese expenses were for the first s1x nonths
after birth, nedical costs st111 totaled $1, 54]

In both £1gures given 1n Perspect1ve, tnere is

certainly room for e11m1nat1ng ‘extras" and determ1n-
. ing the essentia] expenses. For exqmple,_1t is hard1y
-ﬁfr necessary 10 spend $517 on bas1c nursery supp]1es. ‘ é} -

|| Indeed, 1t has been sugges»ed that the purpose of the i'

|
(- 4
- maaor part of the expenses 1n th}s category may be to :
Rl o AR My e 2 i e’ a4
| :-"‘ ? .-' ‘ '-' . ! ", l.. " .";'..' i . " "'“ - :3‘.‘ . om 4 - ',' o R ?. r’- -',.‘ N .' .'_! .:" t:-
|I - "‘...-.-" s, Bt .. '+._|“‘: 3 : ‘ , . :‘:c‘ i % : a‘ n'.:r
[l . .-,‘ s s I_ .1‘- i g
“' " . e ow ' poe "
| s 34 i T S e - . )b



‘benefit the parents psychologically rather than to

satisfy a real need of the infant. Although £His may

-o-be-a valid point, it is still difficult to know where
“to draw the line between necessities and what might be

termed Tuxuries. So much depends on the taste and

standard of living of:the parents., While it may be
reasonhable to include the $500 nursery supplies figure
in the cost of giving birth to the first child, we
feel it is more appropriate to deduct it for the birth

of subsequent ~ children.

"If one concentrates primarily on the medical
expenses, the price ta§ for a normal delivery is brought
down to $853.00 -- still a hefty sum. In fact, this
comes to over 65 percent of the Department of Agricujture's
cost of the first year after birth, for all fegions!

at the low-cost level (see Table /).

Costs of Higher Education

Another {mportant expense a family may face is the
cost of a college education, a-cost excluded by the
Department o% Agriculture data. However, it is
valuable to look at estimates of the cost of sending

a child to college because, as more and more people are

Electing to attend college, a greater number of families

are going to be faced with the costs. In 1951, for
example, the ratio was 13 college students to 100
persons 18 to 24 years of age in the population; by

- % L
’ e -3 -



L9006, 1L was ou Lo.mege SLUdQHLS to 100 persons in the

same age group. ; e

_._hhmﬁf.m_“__“h The maJor couoonents of college expcno1tures are

it ot e g i e e e Py e

R, room board and tu1L1on Tu1t1on, of course, varies
m"”“ﬂpmﬁ'"”fgfgétly_E}ﬁEnding on'whether the 1nsfitqtion is public

or private.  However, the variation in the chafgbs for

room and board are relatively small, as can be seen in

Table 3.

Room and board costs for pub]ic'unfversitieé_
average $943 a year;'or $3,772 for four yecars. The
comparub1e cost for private institutions is $1, ]7]
per year and $4,684If0r four years. On yha average,
then, roowm and board costs will approximate $4,000- for
an underyraduate degree. OF course, it should be noted
that only 28.8 percent of all students live in college
housung. while dbOUt one~third live with parents or"

“other relatives, and ‘almost a quarter mamnta1n the1r

own househo]dsﬁ;p

“Tuition, as pointed out earlier, accounts for far

more of the variation in cost between private and public

‘institutions. .For public schools, tuition costs for
four years fange from $1,374 to $1L3ﬁ23 similar expenses
Ffor privafé?échoo1s Fun between $5,788 and $7,288 (see
Table 4). Because most pGOp]el-— more than <0 W
| perceﬁt ol elect to'attend public institutions,]? we

w111 use these data in determining the total cost of

L e ——— ———— b

- SR itin ¥ meitap e s e B




_M__"_hTable 3 ~-Estimated Tuition and Tees, and Room and Board

mﬁote:

Liceonich s some

Rate%, in Institutions Of quhel Education, By Type
- '0f Control Of Institution: United States,
: 1969-1970
Tuition & Dormitoxry

=y I X lRequired Fees Board ROOIMS
"L‘Nﬁﬂ'+UA[O” Pablic |'Private | Public| Private "Public |Private
All Institutions |$332 $1,542 $506 $560 $358 $474
Universities 447 1,822 53 609 390 562
Other 4-yr. ;

- Institutions 329 1,447 450 539 338 ° 437
j,ér Fnstitutions | 148 | 1,111 412 651 267 449

Sourcg.- U.

S. Dept.

’ of Health,
of pducational Statis

Education,
tics,

and Welfare,

Data are for the entire academic yecar and are average _
charges per full-time resident degree-crecdit student.

1969 rdition, by Kenneth A,

- .Simon and W.

1

vance Grant,

Office of Education,

p. 8{3'
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Table®{. -- Costs of Four Years of Higher Rducation,
By Type Of Institution, 1969-1970

3 Total Cost Present Value
5 Public Universities .
~Tuition and Fees $ 1,788 S5 LB 40
'.-" =%
T 7777 With Room and Board . 5,560 1,244
L
Non-Public Universities
Tuition and Fees ™ . 7,288 ot d X630
With Room and Board - PANERS: I R by v 2,679
Public; Other 4-Year ' : o t X
Institutions '
Tuition and Fees : 1,316 294
4 With Room and Board - _ 4,468 1,000
! A
Non-Public, Othcy 4-Year
~ Institutions
Tuition and Fees .. ... ‘.- 5,788 : 1,295
With- Room and Roard: ST 8,692 2,168
Note: Present value is based on the assumption that college
costs are incurred during the 18th, 19th, 20th and
2lst years of a'child's life. . |
- Source: See 50;_;51-(3\3) iab/e; &S
St RS Y1) AUl A : RIS S AN
(.
\ o 2
.‘IJ'-‘. ”I



-yaising a child., Thus, on the average, the cost of

attending a public university comes to $1,390 per_yéar,
or $5,560 for four years. When discounted at'éfght
..percent to give the present value, the cost of a co]1ege

educat10n would be $1, 245;

=—== e ~

Costs From Birth To College Graduation

The total major direct costs of raising a child at

the low-and moderate-cost levels, including costs of

birth and a college education, are given in Table 5; all of “Tthe

erpenses would be higher -Sov vichev families . Ion the T« ble .,

have assumed that the costs of giving birth, as well as
the costs of raising a child to age 18, vary with income.
We have also éssumed that a child from a family in the
moderate-cost category will attend a slightly more
expensive college than a child from a low-cost category
family. It is clear that: even in present values, the
total costs are substantial. For example, at the
moderate-cost level, a child costs approximately

$20,000 in present value.
"OPPORTUNITY COSTS TO MOTHERS

~Another very important cost of a child is the
"opportunity cost" borne by the mother. We use the

term opportunity cost_ to refer to earnings that the

‘woinan might havé'had, but had to forego because of the

need to care for her children. For all women, and par-

ticularly for we11-educatéd women, this can be an

e
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~.We assume that
‘i . more expensive

institution that is not a university.
' current Population Reports,
Students and Their Colleges,

act,

A =

Series P-20,
1965,

See.,
ro.

183,

the child raised on the moderate-cost level will attend a
school than the child raised én a low-cost budget,
in our figures, we assume that the moderate—cost child will attend
! university, and that the low-cost child will attend a four-year
UeSs

Thus,
a public
public
Rureau of the Census,
Characteristics of

st Fr To College aduation
For An Urban Child, By Cost Level, 1569
: ' [
i a Costs Tg - | College Total
Cost Level Birth Costs __ Age 18 Costs” Costs
Low-Cost Level
Undiscounted $ 1,011 $21,630 $ 4,468 | $27,109
P i
Discounted 1,011 11,756 1,000 13,782 2
e N 'l‘\
Moderate-Cost Level : .
Undiscounted - © 1,534 32,830 5,560 1. 39,924
Discounted 1,534 17,576 1,244 20,354
.a~- Birth costs for low-cost level are derived so that they are in the same
. 'proportion to birth costs for moderatz-cost level as the costs to age 18.



Ihb sl LUS L. ROL OIEY wues chte mother give up money
tiat she might have earned, huti she also gives up other
satisfactions that would accompany a well-paying,
satisfying career. Again, this would be more important
for a well-educated woman who would potentially have a
more rewarding career. O0f course, not all women woﬁ]d
-ﬁdnf a career or a job even if they did not have
‘chi]inn. _To some, the pleasure of parenthood far
“Ouwn-ryhs the money forggone due to having children.
For other womern, however, the loss of earnings is a
relevant consideration. Having a child will not only
mean giving up one-life style for another, but also

potentially giving up one standard of 1iving for another.

In this section, we will show estimates of the

cwrv@iue of earnings foregone by women in order to have -
a child. This is very difficult to quantify}and the

. estimates can therefore be only of the crudest sort. It
is, however, a very relevant cost for some women. We
will not talk about the even more difficult problems
such as career opportunities foregone. These are

| important nonmonetary costs, b&t beyond our present

scope.

Averaase Opportunity Cost

We will devote much of our attention to a metho-
dology developed by Glen Cain to estimate opportunity
costs. He uses data on labor force participation from

Bowen and Fineganqzbalong with earnings data to show the

1 i L



vy ..ul'\i‘}\fu:'mn"; mothei . s a 1irst 5Lep,
Cain estimates the hourly wage that a noq:}orking mother
would make iT she were in the Tabor market. He does
this by dividing the median earﬁings of women in 1968
by 2,000 hours per work year {o get a figure of $2.25
per hour. lle makes a further adjustment to the §2,25-
per-hour earnings figure by reasoning that there is a
sort of self-selection process going on where the more
productive wemen will be more likely to be working.
~Therefore, according to Cain, if the average woman
working earns $2.25, the amount that the no{:working
woman would make if working should be smaller -~ $2.00.
For reasons ithat will be given below, we chose not to

make this adjustment.

Cain's next step is to calculate the difference in
the expected full-time equivalent labor forcé participa;
tion rates between those wivés with children at eacﬂ
age uﬁder 14 and those wives who have no children under
14 years of age. The full-time equivalent labor force

~participation rate for women without children under

1 vis i, Cain converts this to hours per
“year and calculates that the average woman would work
1,000 hours-pe; year if she had no children under 14.
The:Bowen and Finegan regressions also allow calcula-
tion of the full-time eQuiva1ent participation rates for

mothers whose children are under 14. Participation rates -



can be calculeted by single-year intervals for children
less thans:{years old, with aiE THEtE Top those 7 to

14. These rates are converted into an hours-per-year
—equivalent and subtracted from 1,000 hours per year to
derive the expectation of the‘difference in hours worked

per year. (See Appendix B, Table B-1.)

The full-time equivalent rates are derived through
regression equations and are adjusted for level of school
completed, color, age, other family income, and the employ-
ment status of the husband. They are not simple average
participation rates, but rather represent the average
participation rates according to the presence and age
of children, after taking account of the effects of the
other characteristics. This procedure isolates the

betuaeen Loho
differencesﬂdue—%e—whethevwornnotmthe women, have
ek, Yhoge. Lohoe 0_19 '.'\0*‘.
children under ]4A This is important because the iwo

‘groups of women are different in other respects than

their motherhood status.

Finally, we do nof aésumg, as Cain did, that the
no{:ﬁorking mother would be Iéés productive than the
woman who is already working and that the applicable
wage for calculating opportunity costs is less than the
harket wage, Even if Cain is correct in his assumption,
the productivity of women out of the labor force may be
largely irrelevant. Those women most likely to be
thinking abﬁut foregone earnings are likely to be in the

‘labor force anyway; at least when contemplating having
L "



e carste citids Therefore, the market wage is the

applicable one.

A1 of this mc#nslthat the -average earnings
e tigure we uge_is:substantiaiiy above Cain's == $2.53
0 _‘pg@pared“wjth‘$2.00.: The difference between $2.5§_and
$2.25 (Cain's figure for the average woman working) is
Idue to the use of ]969 median fincome as a base rather
than 1968 median earnings. The remain{ng :%QZS difference
Jis due to Cain's assumption about the'product{vity_of

nor working wives.
W/ S i

‘Using Cain's basic methodology but 1969 bstimated
median earnings, we estimate that the average Toss of
income in 1969 due to the.birth of the first child is
$j4,615lin present values. (This is considerably

higher than Cain's estimate of $11,473.)

Opportunity Costs by Level of Education

Cain does not calculate the opportunity costs for

3t ~women with different levels of education. However,

Y

~ education is a &efy important factor in determining

opportunity costs.: |

" Because of our-interest in estimating the y
& ,oppdrtunity costs to mothers according to their level
of education, we make the following changes to Cain's

basic data. First, we use median income adjusted to



approximate earnings, rather than the median earnings
figuré whjch Cain uses. The income data permit cal-
culation of earning; foregone by educational level. We
also use 1969 data, rather than 1968, to make the data
on opportunitycosts comparable to that on the direct
costs of raising a child. To minimize the difference
between income and earnings, we make a further adjust-
ment to the income data. Comparison of median income
earnings for working women shows that median income is
3.6 percent higher than median earnings. We adjust
median income, accordingly, to approximate median earn-

ings. - Stated differently, we assume the following

ratio: g W, JE
MEE = %‘i X MIE or, MEE = .964 MIE
whexe, MEE = median Cu;“lhgﬁ by education level, 1 ;i
.M = median earnings of all wowon b R
“MI = median 1nc0me of: all wonen, and s

iIE = median income by education level.

These data are shown in Table 6. 5ﬁ

Crbersons with more or less education than the "average
woman" will face quite different opportunity costs
associated with having a child. This is due to two
factors: . First, having‘a child has more effect on the
labor force participation rates of women with more educa-
tions and second _more highly educated women command a

higher hour1y wage. _ ' it

_The increasing divergence of participation rates
by level of education is shown in Table 7. For all

married women, regardless of whether they have a child®

L d ~ - ..



Table 6. == Megew Estimated Earnings
of Mull-Time Working Women
. 25 Years 0ld and Over, 1969

No, of Schecol . Estimated il Jgﬂju;tcaa“m
Yrs. Completed Median lncomg Median [farnings Hourly Inconc
All Vomen o i 2RA _ $ 5,065 . §2.53
Elementary B e L RS 3,828 : 1,61
High School 5,280 g 0 S W
College . ‘
& geseg 7,396 o 7o 250 3,57
5 years + 9,263 5. 8,929 446

| a- Based on a work year of 2,000 hours ox on 50 40-hour weeks. The
adjusted hourly income figure for all women is not a weighted

| * average of the other hourly income data, The classification of
years of school completed does not cover the universe,

Source: Adapted from U.S. Bureau of the Census, Current Population
Reports, Series P-60, No., 75, Income in 1969 of Families
and Persons in the United States, p. 105,

-\\
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~ :
Table . -- Adjusted Labor Force Participation Rates For Married Women Aged 14 to
54 By Years of School Completzd and Presence Of Children Undexr Six
- Years oZ, Age '
L3 |
ko Gy : Labor Feorce Participation Rates
bg . Years :
.- of School No Child Child Less
; Completed Less Than 6 Than 6 Difference

e 0-4 27.2 . . - 11.4 ' |62 LK,
ey 57 i 37.6 O gt R S L g
. 8 . 38.8 B AT o s g

g1t N e 43.¢ L T 26,

_ 12 | © 50.0 o D , - 29,
'i: 13-15 : 54.5 21.0 i
o 'j.f_ 16 63.2 . 24.1 - 39.

e T7a7 ' 32.0 45.

5

1

7

Note: The data are calculated from a regression ‘analysis of labor force
“. participation of married women, aged 14 to 54, on years of school
completed, color, ace, other family income, age and presence of
; -.——— children, and employment status of husband. '
\ | . )
¥ N Source: William G. Bowen and T. Aldrich Fine ;
y o Force Participaticn (Princeton: Princeton Univ. Pr
\ et . 1969), p. 108. & 5 s

gan, The Economics of Labor
es

N
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under six, iabor force parcicipation increases with
the number of years of school ceompleted. However, the
absolute difference between the participation rates of

those with and without children under six increases

substantially with the level of school completed. Even.

though having &@ child is less Tikely to keep a highly
educated mother ou£ of the labor force, she is still
far less likely to p#rticipate than -her counterpart
with no children under six. At the same time, less
educated women have relatively low participation rates

whether or not they have a child under six,

Even if the.diffefences in participation. rates
'are not considered, the differences in opportunity costs
for women with different levels of education are still
quite iarge, due to wage differentials alone. (See

Table 8.) ..

= If both Tabor force participation‘rates and earn-
ings by 1evq1 of educatioen were accounted for, the
differcncesfin Upporfunity costs would be even greater.
So, the highly educated woman has a much higher oppor-
tunity cost on both counts: She gives up more work-
ing time and higher wages by having a child. These
differences in opportunity costs by educational level

partly explain the Tower level of fertility among the

e



Tablcfﬁ,: -- Present Value of Average Opportunity Cost
Due to the Birth of the First Child,
By Level of School Compleied

-

Level of School .. .._ .

Completed ' X P .. Foregone Earnings _
All Women A, I :H , ($ 14.615_
Elementary j: :}“Hfiﬂ-—l‘ s 11,036

_ High School -' 14,734
College Wi : 20,628
College, 5 or more years .; % 25,765

Source: Appendix'B? Table B-1l.
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highly educated; children "cost" them more and they

have fewer of them.

Opportunity Costs for the Hother Who Would Work

Fuli-Tine 1in the Absence of Children

These "“average opportunity costs" represent
the average experience of mothers with and without
children. They ap§1y only to a hypothetical woman
and not necesseriily to any particuldr woman.

If one were tfying to calculate the probable
loss in national incdme from a woman having a child,
these hypothetical averages would be very aﬁprOpriate.
Howéver, for the 1ndividué1 woman making a decision
about having chj]dren, these figures may not bé rele-
vant. The individual woman wants to know how much she
would give up by choosing to have a child rather than
working: She wants to know what she will give up in
earnings by having one cﬁi1d, two children, or more.
Som% women see two clear alternatives: having a life-
timeljob, or being a motherland having a job after the
children reach‘a certain age. Therefore, because of these
considerations, we will sedﬁ to give ﬁ different sort

e omyar.
of opportunity cost for sﬁeﬁwﬂn_individua1ﬁ The oppor-
tunity costs derived for this purpose will be signi-
ficantly larger and probably apply most to the well-
educated woman, because she is the most 1ike1y to be
1ogking at the alternatives in this way. . |

The only change that has to be made to the

methbdolog& we have used thus far is to assume that the

-

v -t



woman would be_ﬁorking a Tull-timec work year of 2,000
"hours (50 40-hour.weeks) as'opposed to expecting-that
shre~wowld-work only half of a full-time equivalent
year (1,000 hours). . As can be seen in Table 9, this
increases the opportunity'kosts substantially. When
further corrected for education, we see how much
incoime highly educated women forego'io have their

o PPt chl]oren It 1s, 1ndeed;'sma]1'wonder théir

2 fert111ty is so Iow

Marginal Opportunity Cost for Additional Children

When considering opportunity cosis, we must remem-
ber that the real buroen of these costs falls Qhenlthe
.fjrst child is born. An add1t10na] child nero]y
~delays the mother's re-entry into the labor force by
- a couple of ryears. That_{s, the additional opportunity
,co%ts are minimal if the mother is already stayiné at
'hoﬁe taking cdfe'of othef children. Although successive
children nay add little to the opportunity cost to a
'mothe} it fs reasonable to expect that additiona1
children do enta1] some opportun1ty costs, even 1f they
are much lower than the opportunity cost for,the first
child. G R pba s G
.?The dafﬁioﬁ“ma}ginal oppcrfﬁnity costs'of

add1t1ona] ch1]dren are presented in TabIe M?, and are

© . based on the fact that the age of the youngest child

'..15 of paramount 1mportance 1n determin1ng the labor
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