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Budget  
Expenditure Survey Approach

Based on Lee 1989
Adjusted to AWE figure December Quarter 1998

Age of Housing Total
child Household and expenditure
(years) Food Transport Recreation goods utilities Clothing Other* weekly
0–1 33.29 49.13 34.18 33.91 27.39 18.46 18.35 214.85
2–4 29.27 38.16 27.26 31.25 17.53 16.20 15.74 175.76
5–7 30.85 39.79 41.03 28.25 22.14 18.73 12.43 190.11
8–10 43.07 55.16 41.28 29.67 14.97 17.30 27.30 229.30
11–13 47.45 47.03 38.42 32.96 31.85 25.03 31.96 254.99

* Includes medical and dental costs, education costs and other miscellaneous costs. Costs of children vary according to the
number of children in the family, the parents’ incomes and whether one or both parents are working.
Note: The figures in the table relate to a one-child, one-income family with an income of $722.80 gross per week.The Lee data
show that two children cost about 55 per cent more than one child, while three children cost about twice the cost of one child.
The dollar costs of children are relatively ‘flat’ compared with rises in family income: children in poor families cost proportion-
ally more, and children in rich families proportionally less than those in middle income families.
Source: Lee, D. (1989), Calculations of the direct costs of children based on the 1984 ABS Household Expenditure Survey,
Australian Institute of Family Studies, Melbourne.
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Basket-of-Goods Approach
Based on Lovering 1983

Adjusted to CPI figure March Quarter 1999

Age of child
2 years 5 years 8 years 11 years Teenage

Low income families
(below average weekly wage)
Per week 32.25 41.42 50.80 53.87 80.26
Per year 1684.03 2199.19 2649.05 2811.27 4186.17

Middle income families
(average weekly wage and above)
Per week 48.57 54.47 70.34 91.05 133.55
Per year 2533.72 2843.78 3668.86 4631.82 6964.66

Note: Included are food and clothing, fuel, household provisions, costs of schooling (not fees), gifts, pocket money and 
entertainment. NOT included are housing, transport, school fees or uniforms, child care, medical or dental expenses. Holidays
are a component of the middle income figures only.
Source: Lovering, K. (1984), Cost of Children in Australia,Working Paper no.8, Australian Institute of Family Studies, Melbourne.

T here are two important differences between results obtained by using the basket-of-
goods method and the expenditure survey method as presented in the accompanying
Tables. First, the basket-of-goods approach provides only part of the cost of a child,

while the expenditure survey measures the total amount spent on the child. Second, the
basket-of-goods method indicates how much parents would spend on their children if the
child was to enjoy the fruits of the basket specified by the researcher. In this sense, it pro-
vides an ‘ideal’ or desirable costing. In contrast, the expenditure survey approach indicates
how much parents actually spend on their children, even though the amount spent might
be considered inadequate or excessive by the objective standards of the basket-of-goods
method. For a full description of the two approaches see McDonald, P. (1990), ‘The costs of
children: a review of methods and results’, Family Matters, no. 27, pp. 18–22.

Both sets of estimates are updated using Australian Bureau of Statistics figures contained in
Australian Economic Indicators, ABS Catalogue No. 1350.0. The Lovering figures are updated
by using the Consumer Price Index (weighted average of eight capital cities); the most
recent CPI figure is divided by the previous quarter’s figure, then multiplied by the Lovering
figures. The Lee figures are updated by using the Average Weekly Earnings (all males, total
earnings); the most recent AWE figure is divided by the previous quarter’s figure, then mul-
tiplied by the Lee figures.

Costs of Children in Australia

THIS COLUMN TO BE DISCONTINUED
After this issue of Family Matters, the Institute will discontinue publication of the
Lovering and Lee Costs of Children Update column. Readers with an interest in the costs
of children are referred to other, more recent research by the Social Policy Research
Centre and by the Melbourne Institute of Applied Economic and Social Research,
reported in the following pages.
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C O S T S  O F  C H I L D R E N  I N  A U S T R A L I A

The costs of children is a topic of wide-

spread community interest among policy

makers and those involved in a broad

range of public programs and family welfare

issues. It is also of immediate interest to parents,

who have to bear the bulk of these costs, and

to couples considering when (or whether) to

start a family.

A broad range of government programs 

provide assistance to those who have to pay the

costs of children, including family assistance,

child support and foster care allowances. If the

benefits provided under these programs are to

be adequate, they must reflect what it actually

costs to raise children, and research is there-

fore required to identify these costs and estimate

their magnitude. 

The significance of the costs of children has

emerged in the recent debate about tax reform

and the GST, where it was argued before the

Senate Tax Committee Hearings that the 

government’s original compensation package


