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Costs of   Children in Australia

the Costs of Children

For many years, Family Matters has regularly published two estimates of the costs incurred by Australian parents in raising 
children.One estimate is based on a Basket of Goods Approach originally developed by Kerry Lovering back in 1984, and the
other is grounded in a Survey Expenditure Approach,initially developed by Donald Lee in 1989.

Both of these measures have been updated over the years to take account of price inflation, but there has been a growing
recognition that both measures need to be replaced by fresh calculations grounded in new research.

Therefore,after this issue of Family Matters, the Institute will discontinue publication of the Lovering and Lee Costs of Children
Update column.

Instead, we publish in this issue two new papers which explore how the complex issue of estimating the cost of children can
best be approached.In each case,the authors develop new calculations consistent with the approaches they advocate,and it
is hoped that in future these calculations can be updated on a regular basis, just as the Institute has done in the past.

Readers should note that, while the Australian Institute of Family Studies is happy to provide a service by publishing these
estimates in Family Matters, the Institute is not itself involved in conducting the research on which they are based, and any
queries should be directed to the authors, and not to the Institute.

Readers should also keep in mind that any approach to estimating the costs of children is inevitably dependent upon certain
assumptions.Both of the papers published here make explicit the assumptions they have made – it is for readers themselves
to judge how useful or appropriate for their own purposes the resulting findings may be.

– Peter Saunders
AIFS Research Manager
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treated larger families less generously than smaller families

and was thus both inadequate and inequitable. The cost

of children – or at least that component which parents

have to pay – has also been highlighted as a possible factor

underlying the decline in the fertility rate in the debate

over population ageing and population policy more gener-

ally (McDonald 1997). Clearly, there is an ongoing need

to ensure that the best possible estimates of the costs of

children are available so as to inform public debate and

policy formulation on these important issues.

In Australia, the Australian Institute of Family Studies

has played a leading role in undertaking and commission-

ing research on the costs of children, and in updating and

publishing the cost estimates in Family Matters, thereby

bringing the significance of the issues to the public’s

attention. 

Two sets of estimates of the costs of children have been

maintained by the Institute. The first was originally

derived by Institute researcher Kerry Lovering in the 1980s

and have been updated since then by movements in 

consumer prices (Lovering 1984). The Lovering study

was the first attempt to bring together in an integrated

framework a range of Australian evidence and research on

the costs of children. It adopted a limited variant of the

‘basket of goods’ (or what is now called the budget stan-

dards) approach in which the goods and services needed

by children in different families are identified and costed.

The second set of estimates was derived by Donald Lee

in a research study commissioned by the Institute in

1989, partly in response to concerns over the incomplete

coverage of the Lovering estimates. Building on research

undertaken in the United States (Espenshade 1984), the

method developed by Lee used household expenditure

data to estimate the costs of children from comparisons

of the expenditures of otherwise similar households with

and without children. (Research recently commissioned

by the Department of Family and Community Services is

reviewing the advantages and limitations of this second

approach and applying it to more recent expenditure data

for 1993–94). 
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