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Measuring the Cost of Children in Taiwan

Jin-long Liu Ching-chun Hsu
Institute of Industrial Economics, Institute of Industrial Economics,
National Central University National Central University
ABSTRACT

Equivalence scales are frequently used to measure the well-being of
households with a given demographic composition and to provide infor-
mation on how much expenditure a household with one child needs to
reach the same welfare level as a reference childless couple household.
In this paper, we adopt a complete demand system approach and impose
the condition of Independence of Base (or Equivalence Scale Exactness)
to obtain the measurement of equivalence scales based on invariant and
extended parameter models. By using household survey data collected
in Taiwan from 1989-1998, our results show that the estimates obtained
by the extended parameter model have more explanatory power than
those obtained from the invariant parameter model. The results imply
that large households show increasing marginal cost for raising a second
child and decreasing marginal cost for raising more than three children.
Our findings indicate that an exact measurement of cost of a child needs
more research efforts.
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