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Costs of Raising Children and Welfare Compensation :

Based on the Perspective of Changes in Household Consumption Structure

SHEN Meng, MA Liyuan, HAO Yubiao
(School of Economics, Capital University of Economics and Business,

Beijing 100070, China)

Abstract; The cost of raising children will change the consumption structure of households
and reduce the consumption level of parents, which can affect the willingness to have
children. Based on the welfare compensation theory and using the 2018 household survey
data, this paper measures the costs of raising children from the perspective of changes in
household consumption structure. It finds that the younger the child is, the higher the cost of
child rearing is instead, and the more the proportion of living expenses such as food and

clothing increases. The cost of raising a second child is lower than the cost of raising a first

.45 .
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child. In terms of cost composition, education costs account for the highest proportion and
increase with the age of the child. Furthermore, there is significant heterogeneity in child
costs, with households with lower income levels having a higher proportion of the total
household expenditure and causing more stress in their lives. Considering the universality
and sustainability of childcare subsidy policies, the paper continues to explore the
composition of necessary parenting costs and finds that food and education expenditures
contribute the most to necessary costs. At the household size level, one-child households
spend more on necessary costs for living items such as food, clothing, and transportation and
communication; two-child households spend relatively more on basic consumption for
education. At the urban and rural levels, rural households spend a significantly lower
proportion of necessary costs on food than households in other clusters; housing expenses
account for a higher proportion of necessary costs for urban households, while migrant
households spend a higher proportion of necessary costs on all expenses and face greater
economic pressure, especially in education. Migrant households have higher costs than urban
households due to their lack of basic benefits. To motivate fertility, special attention needs to
be paid to education and food expenditures of migrant, low-income households. Therefore,
in the context of a comprehensive three-child policy, the childcare subsidy system can be
examined from a welfare compensation perspective to more precisely identify the cost of
childcare for households on various consumption items and provide a new perspective for
childcare subsidy policies.

Keywords: costs of raising children; consumption utility; welfare compensation; fiscal

subsidies
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