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ABSTRACT

This paper attempts to survey the state of the art on the economic costs
of children. Relevant studies suggest rough orders of magnitude for the
direct, indirect and social costs of children. The pattern of these
costs seems consistent with the persistence of high fertility especially
in rural areas. Direct costs appear sufficiently onerous but indirect
(opportunity) costs do not seem to be a major consideration in the

rural setting. These private costs, in any case, appear to be more than

" offset by the stream of economic benefits, not to mention non-economic

satisfaction from children. By contrast,"the social costs of high

12

fertility seem considerable but are not material to the extent that
fertilié;faecisions are made within the household framework. Persistently
high fertility may be further explained in the context of the threshold
model. If a household is poor and/or rural (i.e., below the threshold),
the graduation of a child from net consumer to net producer would, by
definition, push the household up toward the threshold (and down the
mother'g labor force participation curve), helping to foster natural
fertility. This graduation seems faster the poorer the household.

The implication for policy, other than the obvious one of uplifting the

masses from poverty, would seem to be to bring social cost considerations

to bear on household fertility decisions through information and

education.




THE ECONOMIC COSTS OF CHILDREN IN THE PHILIPPINES:
A SURVEY

by
Ernesto M. Pernia*
'I. INTRODUCTION

. The concern about high fertility in less developed countries (LDC
is well over a decade old now. There are some signs that this high
fertility is finally beginning to taper in some LDCs, but even in these

4countr1es the worry about rapld populatlon growth pers1sts. And the

“ﬁworny seems warranted. For one thing, the s1gns of diminishing fertilit

”mdo not seem to ‘be’ concrete enough to be convincing. For another, even

ulf fertlllty levels are in fact c11mb1ng down, the descent appears
anowhere near what is con31dered necessary to attain development and
welféne'éeals within a desinabie‘peried of time.

- .Nearly a decade ago family planning programs wene_g%zen_official
... support by governments in several LDCs, purportedly to curb rapid
population growth. The effectiveness of these programs, however, seems
moot at best, as surmised over a deeade}ago,by Davis (1351). The basic
..explanation for the less-than-expected performance of family planning
programs has to do with insufficient attention given to the mqgivation

for small family size, i.e., the demand side.

®Associate Professor, School of Economics, University of the
Philippines. Valuable research assistance and typing assistance from
Isabelita V. Manalansan and Ana R. Aureo, respectively, are gratefully
acknowledged.
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Realization of the limited efficacy of family planning programs to
with the population :problem has led to programs or approaches labeled
as "beyond family planning". They take into account certain dimensions
of socioeconomic development viewed as preconditions for wanting a small
number of children. than is traditionally needed and desired. The

- economic costs.of children are one such “important dimension. :

An eppfeciefion of tﬁe differeﬁs:costs Qf children as well as
the‘benefifs!froslfhem“cas sﬁed addit%onal light_on’thewpersistence of
highiféffiiity especially iﬁ rural areas.>A$r9m‘a policy. standpoint,
economic costs ef children seem to be a vagiable_that is. amenable to
>eertaih meesures. Af’the individual and householdylevels,“gostfof—

" children information can be';fucis} to the decisions on when to get
married, when to.have the fisst chile,vﬁow many children to bear and
..rear, how to space them, -etc. (Espenshade 19725. 'Some'studies suggest

that parents in rural households tend to overestimate what chlldren
can. produce relative to what they consume, they may even produce less
than they consume (e.g., Mueller, 1976). “In urban, monetized societies

' L RIS S )
cost-of-children data are:perhaps more critical given that the prices of

.goods and services have been rising Fdster than incomes -- a comﬁon
phenomenon in LDCs. . At.the societal level, ‘such data are necessary

not only for the de51gn of fertlllty reductlon .measures but also for

plannlng publlc expendltures and welfare programsﬂ:‘
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_ II. RELATED LITERATURE

, Despite*the importance of information on the economic costs of
*"‘¢hildren, §6 far there has been no study in the Philippines~directly
- addpessed t6 the ‘subject, nor has there been a majdr systenatic‘effart \
' (é.gI, by ¢theCensus Office) to collect pertinent statistics that could
Beé preadily @nalyzed to generate the needed information.- This is
' probably-due to the traditional privacy accorded the subject as well
’ as-fo*fhe"g%néthl.acqﬁibsceﬁce'in'the family planning;appreach_to the

" population problem.

Rgggarch Yorks related fo the suyject;maf ﬁé ciﬁséifié&hinto
Athbee“groubs, roughly corresponding to the three types of child
costs: (a) direct money expenditures, “(b) indirect or opportunity
costs, and (c) social costs. Under (&) are studies on consumption
_patterns, nutrition and health, family size and savings, family size

3and'expenditure. Under (b) are research efforts dealing with the
‘allocation of fime in rural households based on the Laguna Household
réﬁfvey (LHS). Research into (c) social costs of children is

probably the thinnest.
s

~ Direct Costs

A study on patterns of consumption was undertaken by Tap and

Tecson (1974) utilizing data from various sources, viz. the National

Census and Statistics Office (NCSO) family income and expenditure surveys




(FIES, 1957, 1961, 1965, 1971), the National Demogr;aphic Survey (1968),

.. the Food and Nutrition Research Council regional nutrition survey
: '(-1-9.58-1973;)».: and the Food and Agricultural Council consw.apt_‘io‘n surveys
- (1969-1971).. Two approaches are adopted in the analysis: (a) ‘g‘_stination
of . the consumption function through regression anmalysis to Qgrvivg income
and de-ographic, ehsticitie_s of each grouping of gons\inption items for
families classified as rural, urban, white-collar and blue-collar headed
~ families; and (b) gualitative and quantitative judgements about the
quaiity of life achieved by each income group. The ,major_expégditure

categories examined are the following:

i
‘..\

: .
t:i. food: cereal, basic sources of protein, and other foods

ii. .alcohol and tobacco
. . -iii. housing, furnishing, and fuel

iv. transportation and communication

< " ve <clothing
. : Seazc o vl medical carve,
. " vii. . education .

viii. miscellaneous

‘ A Income, size, and age distribution of the family are deemed to be the
major determinants of the level and composition of consumption. " For
each major consumption item the basic equation estimated is

c.

'3 = f,(Yf Nl' N
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where

c = consumption of item i

Lo
U]

family income . .

N, = number of family members below 18 years old
N, = number of family members above 18 years old
L = number employed

EB— = education level of head
~—0——-=...occupation of head

e] = dummy for rural/urban location.

The- study' shows that the average Filipino family's consumption
basket is heavily weighted by items that satisfy such basic human needs
as food, shelter, and clothing (about 78 percent of total expenditures,

‘ﬁith food alone accounting for over half of total) . (see also Cabafiero

'1977). The Engel income-consumption relationship is consistently
“.borne out by the data.  The average propensity to consume food,

. particularly cereals, declines markedly with income, while housing

rises in relative impo-tance. Clothing share rises slightly, peaks

for middle~-income classes; and tends to decline thereafter. Transportatio
communication exhibits a clear tendency to rise with income, increasing
fivefold from the lowest to the highest income groups. - Medical care

shows an erratic trend, while miscellaneous items behave like luxury

items, i.e., increasing relative share as income rises.




Locational differences seem to influence family consunptionA beh
For instance, the decline in average propensity to consume food is fas
‘in urban than in rural areas because food occupies a larger share in t
" pural thah in the urban family budget. More intex'-estingly, urban fami.
regardless .of occupation of head, tend to spend more than rural famili
implying that rural families have a higher average propensity to save.
A similar pattern seems to hold for blue-collar headed families vis-&-
w_llite;-collar headed families, regardless of location. In general, rur
blue-collar headed families display the lowest marginal propensity to
coﬁ!!m_e (or the highest marginal propensity to ,salve).‘ Family size aff
| Vhoth the level and ;:omposition of exp_enc}itures. It exerts a definite
| /upward pressure on ve:;pendituresAfor food, clothing, and education. On
the whole, controllipg for income, laz'ée families spend absolﬁtely mor

fhan small families.

The effect of family age composition on consumption expenditure
- ¢ould not be iqlentif‘ie’d as data were available on only two very broad
‘age groupings (below dnd above '18). Nonetheless, the study suggests

. quite clearly that a smaller number of children would enhance the

saving propensity of low-income, rural families. Alternatively, with
less children a household could improve its consumption. Reduction i
household savings and consumption are two' opportunity costs of childre

identified by Mueller (1972). e



A study that dealt with the effect of family size on savings

is that by Power (1971). Two specifications concerning the relation-
ship of family size to family expenditures are tested with FIES (1957,

1961, and 1965) data, namely,

FC = £ (FY,S)ﬂ

wherg FC represents family expenditures, FY is family income, and S is’
family -size. Rggressionsvwere run on data classified by family size,
with categories 1, 2, ...,'9, 10 or more members, thus>allowing 10
observations per regression. Separate runs were made for rural, urban,
metropolitan, and national. The second specification gave impl;uSibie

. pesults with negative income parameters.

The results of the first specification appear plausible,

" as shown in Table 1 (Power 1371: 53 & 55). The marginal expenditure
per person added to a family is about P107.5 (1965 prices), representing
‘4.3 percent bf mean f;mily income at the national level. In rural areas
this marginal expenditure is about 5.8 percent énd in urban aﬁeas only
2.5 percent, or 2.2 percent in the metropolitan area. In effect,

Power. undersceres the finding of Tan and Tecson above by illustréting

that the potential effect of reduced fertility on saving rate is more

than double in rural areas.




* TABLE 1

Family Expenditures as a Function of Family
Income and Family Size

1965 FIES: FC =c + d FY + e S

: - Means e/mea:
c d e R fe Y FY
National 327.9  0.763 ° .107.5 0.99 2818.5  2u90.6  4.29%
“Rupal ‘- - 2u9:6 0,748  102.4 - 0,98 - 2122.1  1750.4 5.82%
, . (5.4) ( u4.8)

Urban \769,1_ 0.731  107.7  0.96 4452.0  4229.6  2.53%
: ) A (10.7) ( u.u) v T .
Manila and o T : :

Suburbs 1575 9 0.646 144.7  0.89 6560.6. 6480.6 2.23%
R . (8.6) - ( 2.57) : S

(figures in parentheses are t-values)

Source: - Power (1971: 53 § 55)

" In order to examine two processes'hy which family size affects family

consumption level, Mangahes €(1974) expanded on Power's effort.

‘He omitted

'the open-ended (10 end oven) family-size class, the numerical value of which

Power d1d not specify. The nlne-observatlon regressions result in smaller

“ income coefficients end 1arger family size coeffic1ents.

Hangahas also

| experimented with the number of equivalent adults as a more refined measure




-aged 15-6“ and S

of the scale of family consumption. Adult-equivalent family size is

defined, in a similar manner as in the GE-TEMPO model, as -

where S‘ denotes the ‘number of meﬁbers below age 15, 82 is the number

3 the ‘number aged 65 and over. Because the FIES data

‘did not provide sufficient age-cohort 1nformat10n, the NDS (1968)

data were used.

Flnally, Hangahas recognlzed the problem of FIES under-

estlmatlon of 1ncome and attempted to ad]ust for this. Then, he ran

.regre381ons us;ng the follow1ng speclflcations

crd . : . AN 1

“

2

3

f (FY, S)

‘and"

£ (FY, PY?, S)

"

r(ﬁith_the notations as defined above). The first specificatior gives

generally better results. With FIES 1965 data, MPC is 0.71 in urban

-®
areas as agalnst 0 96 in rural areas, compared with Power s 0.73 and 0.75,

respectlvely. The famlly size effect is P105 in urban and P83 in rural

areas; Power showed P108 and P102, respectively.

x}t -
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.+ s+ s+ On thebasis of bis results,.Mangahas argues that "increases

in family &i-z'etleadf'to' increases in.the family:-labor force and in turn
in the number of working mémbers of the family. The number of working
members, in cosbination with the age of ‘the household head, the
education §f1the .wife, and (in ;n}ban areas)» the labor force i)art:lcipatim

....of the -wife,f:thep det_emihqs, family income. Obviousiy it takes 15 years

i .ict o for an igcvease in § .om &ccount of.»;,?an infant to.generate kan, increase

-~:in-815, ‘hence the timing iof this process _is__quite'different from that

of the second process“r (p. 256). In the secomd process "family size

detemines the number of equlvalent adult members 1n the family. In

- f},,. 24T
combingtion with fam:.ly mcome, thls in turn detmmes the consxmptmn

RS SO
level of the family... In about half of the tvials, it was found that
the marg1na1 effect of fam1ly workers on fam:.ly income may decl:.ne

with the number of family workers" (p. 257).

In a study of poverty measurement -and nutrition, Valenzana

' (1976) calculated, inter alia, the effects of family size and age
' canposition on calonc requlrements. Her results are given in Tabies
LEVL 2 GO £

12 and 3. The factor-s used to determine 1nd1v1dual caloric requirements

me: (a) body size‘nd compos:.tion, (b) phys1ca1 actxvity,

E o} FiA

(c) age and sex, (d) clmate and other ecologlcal factors. ,

B T s
R S PR I S P
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TABLE 2

Estimated*nailyfCaloric»Requirements,byuramilyvéize

_ A e Fa\m.ijl_.y Size
Caloric Requirements AIT Sizes & . 5 6 T
> : . - i : :’ .\ .Vv i . " .4 .
Mean Daily Requirements ~  <9,045 7,555 9,132 - 10,086 13,361

/| standard peviation® - 2,672 1,786 1,826 1,353 2,475

Maximm Requirements | 14,990 - 11,127 12,785 ¥ 12,791 18,310 |

Minimum Requlrements ~.,r_éri‘j u,aaq"“ 3,982 5,480  7,380° 8,412

= . .

' Source: Va,lenzoha (1976 22) e

. ‘g-;o»" . o -l B B . . "' TIABLE 3‘ : )» . . ‘

Per Caput Calor:Le Requ:.rements and Age Distribution
. by Family Size

_Family ' Per Caput Members Members
5‘ 1‘% »8ize . - Caleoric Requirements below 16 16 and above
; ,’;‘ — ‘ S— — ’ AS—

Tu 1,88 - 154 2.8

s 1em ' 2.1 : 2.86

k. 6 1,78 . Y s 0 2810

.k . ! o o . ‘
E ‘ S S 1,909 - o 4.06 E 2,94
= | | | - -

Source: Valenzona (1976:22) | &f'.
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anenaona s rebults indicate a clear riSe in food requwements
N with family size. . 'rhe effects of age oomposition, however. is not

) very clear aa the age bmakdown. is again too gross.

. V ‘ A ¥ R - . o
'l‘he problem of nntrition and health are oxanined by Paqueo

- (1976 and 1977a). He" points out the serious pmblem of \mdemutmtion

-»;"espoqially protoin calorie nglnutrition (PCH) andhdefieienoies in’

: vitamin A (xempthqlma). imn (anemia). and iod:me (goitér) PCH is .

: “'most sa'iowis anong infa,nts and young children; with more than one-

| _third or elose to mne million of pre-sohoolers either moderately or
aev:rely undmourishgd Three out of every four children are anemic,

an& abou: the sane mmbem def:.cient in vitamn A. The damage to thei

physical and menfal development would already be difficult to reverse.

- Improvenenta .m inccme and education, and 1ower1ng of fertility
could reduce the pr-evalence of malnutmt:.on among’ children from about
: ‘,:31 pe:-eent in 1975 -to l 3 percent in -theyear 2000.‘ These improveusbt
: oould also reduce cases of illness among the population. On account

of population growth, however, the volume of monthly cases of illness

S ’coulg,. i'ncrease. from ar&nd_ 40 to ‘SO'percent. ' Z (,

Thus, Paqueo s findings give some rough orders of magnitude |

not only of. the direct cost but also of the social cost of children

( or population growth) .
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Two other studies on nutrition of children were undertaken
using data from the Laguna Household Survey of 573 households. One
discusses briefly the distribution of nutrients among children (Valenzuela
1977), and the other looks into the determinants of nutritional status

of pre-schoolers (Battad 1977).

In gathering diefary ihformation, Valenzuela used a two-day
individual food weighing method which involved fhe weighing of all food
items used in food préparatiéniand_of foods cbnsuped.byveach family
member -during the day. The computation of the nutrient conténtrof foods
consumed was based on the Philippine Food Composition Table, while
a&éﬁd&é&ﬁgg intake was measured on the basis of the Philippine
Reconmended Dietary Allowance (RDA).- Nutrition of infants could not
bé'ihciﬁ&éd in the analysis as information on their dietary intake

was incomplete. Of the 357 children included in the analysis, 119

(33 percent) were -preschoolers aged 1-6 years, 131 (37 percent) were

schoolers 7-12 years old, 80 (22 percent) were adolescents 13-19 years

:'6Id;Aéﬁ&M27 (8 perqept) were adults ageg 20 years and above. Males

constituted 52 percent and females 48 percent. Sex and age were the

independent variables while nutrient intak# as a percentage of RDA and

diet rating were taken as the dependent variables.

a5
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- Valenzuela's study shows that, on the average, the intake of
~-children was adequate only with respect to iron (131 percgnt), but di
/vating was as.low as 55 percent.. Sex differences in intake were
-..significant only for protein and diet rating, with males doing better
than females. On the basis of age cohorts, adults had thekgéghest di
rating (61 percent) and adolescents the lowest rating (52 percent).
Vitamin A was the least consumed nutrient by all age groups, a f1nd1n

.conslstent with that of Paqueo above.

| Battad (1977) focused on pre-schoolers aged 6-83 months, divid
igto,thrée‘groups; 6-23 months, 24-47 months, and 48-83 months.~ Thes
agékéroups approximate the stages of transition from the start to the
end of breast- or bottle-feeding, or the shift from fotal dependence
of the child‘on an adult to relative self-sufficiency. Nutritional

status was assumed to be a function of household income, maternal

factors, demographic factors,‘gducation, and disease occurrence,

Regress1on ana1y31sishowed that the marg1nal effects of educat

u;and 1ncome, partlcularly the 1nteract10n of both, were hlghly signifi

Mother s nutrltlonalaftatus was also szgnlflcantly associated with th

:nutrltlonal status of Ehlidren aged 6- 23 months. By contrast, additi

children aged zero to six years caused marked reductlons on the weigh
rating of children two years old and over. Females appeared more

malnourished than males. The working status of mothers was associate

with lower nutritional status for all pre-school children in the samp



Bulatao (1975) addressed himself to the diverse values (benefits)

and disvalues (costs’ ettached to children using a social-psychological
approach, which issmppdsedtn provide additional dimensions to the
economic framework. The study is exploratory, so no a priori.hypotheses
-are posited. The data are from a sample of 389 young narried.parents
from Greater Manila and Bulacan province, interviewed between December 1972
and January 1973. The sample was designed to compare,thfee-groups,
namely, urban middle class, urﬁan lower class, and ru;ai residents.
Respondents were interviewed with open-ended questions as well as on

45 attitude items concerning various positive functions of children
(such as family solicarity, love, and social status), costs of children,
.and propens;ty to consider alternatives to children. A value was
assumed to have three principal character1st1CS° (a) salience, or
frequency of reference to the value, .g., in ccnversatlon and the
mediaj (b) centrallty, or closeness to a person s ba31c ccncerns and
ﬂ(c) dlfferentlal effect, or promlnence in hlghllghtlng partlcular

contrasts, such as boys versus glrls or the first child versus the

“fifth child.

On the .basis of the unstructured questions, the most frequently
mentioned advantage of children had to do with economic benefits and

economic security (42 percent of ali responses). Next in frequency

was the advantage called "happiness, love, companionship" (30 percent).
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Rural respondents usually cited economic help, while urban respondents
were more likely to mention happiness for the parent or for the family.
On the whole, slightly more advantages were pointed out than disadvante
Amoﬁg;disadvantageé, the most frequently cited were emotional difficuld
(50 percent), followed by financial problems (25 percent). Among

- gpeqifig disad&antages, however, the@financial'costs had the highest
-'wfrgquéncy. On sex preference, most respondents con31dered children of
botﬁ sexes to be important. Sons were wanted for economic and financi:
assistance, while daughters were d331red for household help and

companionship to their mothers.

<~
‘\

Responses to the 45 attitude items or the value-of-children
attitude scales were subjected to principal components analysis, which
generated six distinct, though not necessarily all significant,
dimensions. These are: (a) family continuity, (b) costs of children
externg; pressures on childbearing, (c) emotional rewards from childre
(tﬁe';east clear component), (d) role expfession, (e) decision-
mindedness, and (f) incentive value cf children. Incentive value
and role expression had the highest mean scores, while costs and
. pressures had the lowest. The latter finding does not seem to
correspond with the finding from the unstructured~questions>from which
financial costs stood out as a specific disadvantage. Bulatao
. explains this inconsistency with reference to the likelihood that the

two types of questions may evoke different frames of reference.
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According to Bulatao, ecomomic considerations were found to

be prominent among the values and disvalues of children. Three
economic benefits were salient, namely, assistance in old .age, help

in housework, and contribution to family finances. Although highly
‘salient, none of these economic benefits ranked high on centrality,
howeyer. On the other hand, as regards economic costs, financial burden
of‘children was the most salient.and Fentral. It appears that this was
| ?ﬁe_strongest reason the respoﬁdents had.for limiting the size of their

families.

The study attempted to determine how much money respondents had
spent §n ;ﬁ;ir children over the 12 months preceding the survey. One
in five of the respondents could not even hazard a' guess and the
estimates were extremely variable, ranging from P100 to Pu5,000. The
médian estimate was V1,500, or 32 percent of the median family income
' of'?4,680 for the sample. These figures are almost meaningless since
ii is not clear what expenditures they include, or whether they represent

‘eosts per child or per so many children in a family.

Finally, it would seem that schooling costs would figure
prominently as a financial problem to the extent that 85 percent of
parents expected their sons to finish. ¢college and 81 percent of parents

expressed a similar aspiration for their daughters. However, respondents

[}
did not view their children's education‘as a major financial burden.
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Further, if the govermnment were to provide free education up to
college, only a Ffew (15 percent) respondents would want to have

additional children. '

Indirect Costs

Adopt:.ng Becker's (1965) framework, Jayme-Ho (1976) attempted
_'“to 1nvest1gate the allocatlon of household time resources, particularly
| the married woman's time. Likewise, she tried to analyze the variations
in the time budgets of mothers due to their work status and differences
in family size and coﬁposition. -The time data avallable from the
Lagun; Household Survey were classified as home productlon activities

and market production activities. - The latter category included

 activities done at home if the product .is sold for pquit (e.g.,

weaving, food preservation, etc.). Home productionkgctivitigs were

. subclassified into child care (further subdivided into care of infants
- and ‘care of pre-school children), food preparation, and other household
. activities (house-cleaning, fetching water, etc.).. Work status was
determlned as either not working (zero hours in market production) or

working.

' . Jayme-Ho .reports that, on the average, mothers spent 70 hours
a week (10 hours a:day) on both home and market production activities.

Of the total time only 18 percent went into market production while
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"'82 pepcent was devoted to home production. The presence of a young
“child (0-6 years old) in the family caused an increase not only in the
mother's child care time but also in the time for food preparation
and other home activities. Market production time decreased only
slightly, but with a child 0-11 months, increase in home production
time and decrease in market production time were more marked. Older
children (10 years and ovéf), regardless of sex, acted as substitutes
for the mother, particularly in the care of younger children, and in
other home production work, but did not substitute for mother's food
preparétion chore. Age composition rather than number of children

seemed te. have a more direct influence on the mother's time budget.

King-Quizon‘(1977) focused on the interaction betwéen husband
and ﬁife'i§f6b6§:tﬁe allocation of time for certain activities. With
Gronau's (1973) model as the thesretical basis, she took as dependent
variables market prb&ucfion time, hbhéfﬁféﬁﬂétioﬁ.fiﬁé; and leisure;
\jndependent variables were own wagé;’OWﬁfgauéa{ibn, own age, wage of
"épouSe, education of spouse, number Ef yoﬁngéf and older children,

farm assets, home assets, wet season and cool season.

Variables that siénificanﬁly and positively affected the
father's labor supply included his wage and education, school-age
children, 1gnd and farm assets owned. Witi respect to the mother,
her wage and education were factors that raised her supply of labor

in the market, The presence of iﬁfants reduced her market labor
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" supply but not t6 a significant degree. Nevertheless, the presence
of infants and pre-schoolers increased her work time at home, perhaps
' by reducing consumption or leisure time. Having an infant entailed
an increase in mother's care time by over three hours.per day. As fa
as tﬁe father was concerned, infants tended to increase his home time
while children in school had the opposite effect. Seasonal factors
- seemed to have no effect on either father or mother's market prodﬁcti
“time. As to leisure time, the number of children aged one to six
?as positively related to father's leisure time, implyiﬁg tﬁat the
brunt of child care indeed falls on the mother. With older children,
mother's leisure time increased. With an increase in wage rate, howe

mothers tended to substitute market work for leisure.

Realubit-Navera (1977) attempted to empirically test the
hypothesis that children in rural houseﬁblﬁéuégnfribute economic time
benefits to the household.-- a strong motiﬁgfidﬁ:for large numbers of
children. Economic time costs of children were likewise examined.
Time was classified in a similar way to that of Jayme-Ho and King-Qui.
above; likewise, similar explanatory variables and statistical techni
(regression analysis) were used. She found th&t the.time cost was
highest during the first two years of the child, sharply decreasing
when the child becomes three-and-a-half years old, thereafter decreas:
further till the age of 12. At ages 375, the child appears to start
contributing economic time to the household although in negligible

amounts only until ages 10-11. At ages 16-18, the child has not
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ohly ﬁeid up his cumuiated'time costs but already contributes a net
amount of fouwr hours per day. Children in‘;he poorest income group
contribute. large amounts of economic time benefits relative to those
o in hlgher income households. Apparently, children in poor households
spend more time in 1ncome-earn1ng activities and less in home

activities than thei:iriohergoopnterparts,, Richer children also

invest more time in schopling than poorer ones..

" Other findings were: " {a) as household eize’iﬁéreases, the
ecohomic:time dohtrihutiohhﬁef child also'increases;“:(h) father's
education increases the child's home production time at the‘expense
of mark;; ﬁroductlon time; (c) mother's education is positively
related Wlth home productlon time, partlcularly chlld care time,

T;at the cost of market production time; (d) child's schoollng time

i feduces.éll types of economic time fofﬁeii income leVels; " (e) wealth has
a negatlve effect on the chlld's home productlon tlme, p051t1ve effect
;on market productlon tlme for middle- and high-income groups, but

. negative on child's total economic time for low-lncome households,

(f) the number of children increaseSVWith household income in poor
 households, and decreases with income in middle-‘end high-income
households -- a support for the income threshold hypothesis

(Encarnac16n 1973); (g) the 1ncome-fertllity relationship also holds

" true for wealth and fertility; (h) both father and mother's education

are negatively related with fertility without .connoting a threshold

value. On the whole, Realubit-Navera's study lends credence to the
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‘contenfion that eéongmié benefifé ffom children do motivate parents
fo have many children.
Boulier (1976) triéd,to deal with the determinants of time
allocation of children aged seven years and older., He reports that,

ceteris paribus, an increase in the education.of parents brings about

an increase in time spent by children in school. A rise in the
wage rate of mothers has virtually no effect on children's school
or work time, but increases child care time and hdme production time

at the’expenée of leisure time. Ceteris paribus, children in farm

héuseholdg spend substantially more time in school, home‘production

and leiéure, and less time in other activities. Boﬁlier also finds

that children influence to a considerable extent theif parents' time
-allocation. For instance, childreﬂ.of all ages tend to induce fathers
_ to work lénger hours cutting down on leisure time. Older male children
. substitﬁte for mothers'»market work, while older female children
‘jsubStitute for mother'sAhomework freeing them for income-earning
‘:«;étivities (Jayme-Ho 1976). Oldef children also allow more leisure

time for mothers (King—QuiZon 1977).

‘The determination of child care and breast-feeding. behavior

i o il yiins

" was the subject of Popkin's (1976) inquiry. He points out once again
that children (aged 7-15) proxy for mothers in child care, making
+!them available for market work. Because of this role substitution;

the per caput child-care time in households with non-working mothers

is not much greater than in households with working mothers. An
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increase in the mother's education, ceteris paribus, is correlated
with increased per caput maternal child-care time in poor households.
.. Job compatibility w1th Chlld care is pointed out as cruclal. The
‘net impact ‘of this compatlblllty was an increment in child-care time
of about 2 7 hours per day, on the average.; Changes in wage rate
for mothers have little'influence on chlld-care time buf, as fathers'
wages ‘increase, worklng mothers 1ncrease thelr chlld-care ‘time.
' Breast-feeding behavioral responses “to changes in the characterlstlcs
of the mother, the nature of her job, and household compos1t10n

gre similar tq child-care respanses.

<o
~~

Cabaﬁero (1977) attempted to look into the "shadow prlce" of

g
Ty i L . v‘. e

chlldren 1n'terms of both dlrect money expendltures and tlme inputs

<G =':"‘"’>- S et FETS R N R R i

- of parents and older s1b11ngs. Dlrect money costs 1ncluded food
(21 items), health, schooling, clothing; time 1nputs consisted of
. direct. child-care time and additional household chore tlme

: ‘;f@ccasiomed by-the. presence .of children (e.g.,“egtps dishes and

Sl ;iolothessxo,be.washed}. The contributions of children ;;'the household,

i.e., home production and market production, were also considered.
While wage data for fathers were available from the survey, the
wsées of mothers and children had ‘to-be .estimated on the basis

of their charaetefistios.

.




To compute the "shadow price" of children, the time inputs

into, and time contribution from, children were converted into money
terms using their respective wage rates. Two types of child wage
rate were estimated: (a) average wage rate in all ecbndmic activities
~weighted by the fraction of time spent in each activity, and

(b) "home wage" computed by dividing the value of home-produced goods
for home consumption and for the market by the amount of production

‘time spent on the goods.

Cabafiero notes that food weighs heavily in the goods
expenditure for children, especially males after infancy. Clothing
exﬁ;ﬁées are small relative to food and schdoling outlays, and
medical expenses show no clear pattern as observed by Tan and Tecson
(1974). The time input of the mother declines with the growth of
the child until age 12 when some minimum level of care and chore
time are maintained for each child. Cabafiero stresses the point that
yOuﬁg children contribute a substantial amount c£ productive work
which further increases with age, as already indicated by the other

sfudies.

On the average, males cost more than females as infants,
pre-schoolers and adults, except, apparently, in terms of human

capital investments or schooling outlays. In general, economic

benefits from children start to exceed economic costs after age




i
B
;

- cost.per student at 1967 prices in each educational level was
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12 for lowéincomé:faﬁiiies, and after 15-17 for higﬁ;income families,

as implied by Realubit:Navera above. Between farm and non-farm
households no significant differences in the full "shadow price"

of children emerge.

Social Costs

Research into»the'50¢iél costs of children, as already
mentioned, is perhaps the least developed. A paper by Bautista
(1974) concerned itself with the consequences of population growth
on govqgg@ent expenditures for education and health, using data
primarily from documents of the Departments of Education and Health.

Government expenditures for education refer only to the elementary,

-general and vocational secondary levels inasmuch as government
~ financing for higher education has been relatively small. To

project govermment cxpenditures for education, a constant annual

~

assuned togéther with a constant proportion of the population in each

group enrolled. The cost per student used in the projection
had the followiné values (as of late 1960's at‘1§67'prices):
P190 for elementary, P310 for general secondary, and P450 for
vocational secondary education ($1.00 = P7.35). The per caput

health expenditure used as base for projection was P7.25 (2t 1967

- Tim- 10148]
miversity of tha U1 ianinag ystem
School of Economics Lib
Diliman, Quezen City
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prices), assumed to rise at some rate over the projection period.

Edﬁbation';nd health expenditures were then projected under
nodenate versus slow population growth assumptions. Annﬁal and total
savings in education and health expendztures due to reduced population

growth were estimated (Bautista 1974: 230) to be as follows:

i S

-” 'Savings -

“7 Year  (inmilliop 1967 pesos)
wrs T s
. 1980 92
) 1086 1,105
2000 2,514 i
TOTAL : 1975-2000 23,295

These estimates assume decreasing enrollment rates in general

* gecondary schools, increasing enrollment rates in vocational -

R secondary schools and rising government expenditures per caput, to

" take into account recent policy directions. The savings’ seem’
pelatively small in the first few years because of the lagged:
effects of fertility reduction, but become increasingly substantial
over time. By the year 2000, the aggregate gsavings would be from
67 to 73 percent of real gross national product in 1970. Bautista
(1974: 222) concluded that "These figures should be regarded as
reflecting only the minimum quantitat@yg effect of population growth
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on government expenditures since there are components of the public

. budget other than educatlon and health that are also populatiou-
"~ dependent.  Although their expansion relates less. clearly to the growth

 of population, the presumption would still be that it is a positive

relationship". .

A study that attempts to evaluate the Phlllpplne famlly
planning program was undertaken by Osterla (1972) and subsequently
by Pernla and Danao (1978) -*}he evaluatlon by Osterla was done in
two ways- (a) short-term, using cost—effectlveness analyszs which

1ooked at cost per acceptor (CPA), cost per couple-year of protectlon

I S

(CYP), “and cost per blrth averted (CBA), and (b) long-term. enploylng
cost-beneflt analysis which trled to measure the value to soclety

of preventlng a glven number of blrths. The cost-beneflt approach

took the present value of (dlscounted at 10-15 percent) the

consumption stream of an unborn Chlld as a measure of beneflts

and compared this with the cost of preventing a birth via family

~.planning services. Benefits included: (a) the potential increase

in eavings (or improved consumption) resultingufromareduced overall
food consumption; (b) the increase in public -savings resulting

from the diversion of resources for education and health to

‘development projects; and (c¢) public savings from reduced-housing,

clothing, and other expenses. Costs inc}uded::.::(a):the.marginal

product of labor of a birth:and ::(b) costs of family plamning

services.
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©. - Ostepia observed that total family planning expenditures

"~ 3uping the period FY 1967-FY 1971 amownted to over P28 million,

it sat sepvice and administration claiming a substantial bulk. During

this period family planning expenditures multiplied 30 times yhile .
the increaée in acceptors was only 18 times, implying a more-than-
doubling in the cost per acceptor. It took three years (three CYPs)
to prevent aubirth. Ar inter-country comparison showed that the cost
per CYP in the Bhilippi;es was slightly higher'than those in Taiwan,

Pakistan and India, and lower than those in Chile, South Korea and

‘ ?umisia. The résults of cost-benefit analysis showed that savings

in fésa‘eonsumption and education constituted over 70 percent and

12-13 percent, respectively, of total benefits. Loss in productivity

accounted for more than half of the costs. The differences between
benefits and costs ranged from 7320 to 540, and the benefit-to-cost

ratios were in the range from 2.8 to 4.2,

Finally, Paqueo (1977) argues that most studies on the economic

‘impact of population control have been made on the assumption that

the cost of reducing fertility is negligible. He points out that
in the Philippines family planning program expenditures have in fact
been substantial, as also pointed out by Pernia and Danao (1978).

He assessed the economic-demographic effects of the program via a

‘family plamning program sub-model grafted onto an economic-

demographic model. His findings show that the positive effects on




family incomes and on investment-to-output ratio seem inconsequential.
Paqueo also notes that aggregate output would be reduced after some
time on account of a relatively smaller labor force. Furthermore,

it appears that the payoffs from the family planning program basically
-stem from a diminutfon in the number of persons sharing the aggregate

- product rather than from increased production and savings.

III. CONCLUDING REMARKS

As became e§ident from the survey, studies.sﬁmehow relevant
to the subject have been done with different purposes in mind, and
hence do hot provide a solid basis for conclusions or inferences
concerning the economic costs of children. Rather, they serve as
take~off ﬁoihts for research into the three types of child costs and,

for that matter, benefits from children.

_ As fab as direct costs are concerned, there are simply no
flhgrd'quantifatiQe estimates as yet. Studies based dn FIES data
:Ee;g:, fan and Tecson ,1974) are concerned with consumption patterns
vof.familiéé of}househoids in general, The study on the value of
children (Bulataov 1975) ﬁerely states that parénts.derive various
benefits (including economic) from children and that parents

consider the financial costs, among other disadvantages, of children

to be a burden; it then stresses the point that benefits other than
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economic are also strong incentives fop having children.: “Studies
based:on the Laguna Household Survey data do not go beyond at most
giving notion§ about the direct costs and benefits of children,
'Vsuggésfihglthat children do provide considerable net benefits and'a
therefbre_ggo@-investmentSUT-,; finding that seems to run counter
to Mueller's (1976) hypothesis. It is reported, for instance, that
after adolescence or so, a chiid especially in poor households star
to make a net contribution to household resources -- a major

argument, among others, in favor of large numbers of children.

With respect to indirect or opportunity costs of children,
;QNéppears from the LHS studies that the market time costs of women
do not really loom 'large in rural areas, as suggested by Repetto
(1976). For one thing, there are:-many other family members to share
child-care chores. For another, there may not be ample market work
opportunities for women in rural areas. At any rate, the findings
’on time c;sts from LHS stud1es were derlved w1th1n a broader
framework than necessaﬁy to spec1f1ca11y capture the opportunity
costs of chlldren7 Moreover, the LHS did not 1nc1ude the urban
setting yhere opportunity costs are presumed to figurgumore

prominently.

On social costs, all that can be said so far is that public
‘savings from reduced population growth may be substantial. Also,

resources applied to family planning programs (FPP) have been

considerable and increasing over time, with FPP effectiveness
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- .diminishing (Pernia and Danao 1978).- Thesé resources could

. otherwise .be marshalled to development projects.

In sum, given the state of the art, one can draw an

- impressionistic conclusion. Direct costs appear sufficiently -

P i el

onerous but indirect costs do not seem to articulate themselves in
the rural setting. These private costs of children (implicitly,

a large number of them, say, the typical six or more in rural areas),
however, appear to be more than offset by the stream of economic

benefits that emanate from them, not to mention non-economic

satisfaction. Fewer childrgn would seem to allow greater family

-,

savings and perhaps better nutrition (child quality) but poor
parents are apparently not in the position to be too concerned about
these. By contrast, the social costs of high fertility seem
considerable. To the extent, however, that fertility decisions are
made within the household framework, the persistence of high

fertility can be explained. Such persistence may be further elucidated

. in the context of the threshold model. If a household is poor and/or

rural (i.e., below the threshold), the graduation of a child from
net consumer to net producer status would, by definition, push the
household up toward the threshold, helping to foster natural
fertilitw® This graduation seems faster the poorer the household.
We know,'of course, that the majority of Philippine households

are poor and/or rural.

#And down the mother's labor force participation curve
(see Encarnacidn 1979).
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This conclusion May sound pessimistic, But there is anp
implication fop public policy, Other than uplifting the masses
from poverty as already enunciated ad nauseam, the role of the
government would seem to be to bring social cost considerations to

bear on household fertility decisions through information and

education.
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