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Chapter 6 — Family Size and Structure
I. Family Size
[1. Family Structure

|. Family Size

Poverty Rates

Poverty rates increase dramatically with number of children. For female headed families,
poverty rates are higher than 80% for those with five or more children; among married couples,
itis 30%.

What are the potential mechanisms that relate poverty rates and family size?

There are increased child care costs associated with working, so we might expect less
labor force participation (and hence, earnings). With that said, however, how should we
expect child care costs to affect female heads versus married couples? Presumably,
childcare at home has a large fixed cost, but a small variable cost: it is not much more
expensive to take care of two or three kids at home than it isto take care of one. Thus, it
isnot clear that this can explain increases in the poverty rate by number of kids.
Moreover, poverty rates rise more dramatically for female heads than for two-parent
families — yet once the female head is out of the labor force, it is not clear why earnings
or income would vary much from child care costs.

The poverty lineis mechanically higher for larger families; holding all else constant,
increasing the threshold would increase poverty rates. Schiller reportsthat if we adjusted
the poverty threshold downward by for each family by one person (e.g., give a 5-person
family the 4-person threshold, etc.), then 330,000 poor families (or 2 million people)
would no longer be in poverty. If we imposed a uniform, 4-person threshold for all
familieswith 5 or more people, 500,000 families would be removed from poverty. This
kind of statistical exercise suggest that mild to severe limits on family size may reduce
poverty levels.

Unlike other discussions where Schiller is content to assume that thereis*no
behavioral response,” Schiller makes a number of interesting points here on the
reactions that may happen to removing a family member. It isrefreshing to see
him worry about other reactions, but it would be nice if he used thiskind of
economic analysis throughout. He says“ The statistical elimination of one family
member is presumed to have no effect on family income. But thisisnot a
realistic assumption.” Generally, the following reactions may occur:

1) Welfareincome would fall with smaller families because it goes up
with family size. In redlity, the reduction in welfare benefitsis small
relative to the reduction in the poverty line.

2) Family income may fall with smaller families. Schiller states“The



father ... may be impelled to work overtime or at a second job ... hence,
larger families may congtitute a special kind of incentive to work.” This
probably wouldn’t hold for female heads.

3) The mother may be able to go back to work because Schiller states
“older children who can contribute ... by assuming child-care
responsibilities.”

Welfare benefits increase with family size, as do the disincentives to work from the
welfare system.

Thereis potential selection bias. those who have larger families are doing so because
their labor market prospects are particularly bad — instead of choosing market work, they
choose child rearing. Put differently, there are other factors, such as motivation and
ability, which affect both family size and earnings. Thus, it would not necessarily be the
case that if we gave 1-child families another child, that their poverty rates would go up as
dramatically.

Declining Family Size

Many women are waiting longer to start having children, and ultimately have fewer children
than in earlier decades. In the 1960s, 33% of all children lived in families with at |east four
children; by 1990, only 15%.

The Causal Relation

Schiller asserts “ There is no evidence yet that larger families now in poverty enjoyed a higher
standard of living when they were smaller.” He arguesthat larger families may increase the
duration in poverty, but not necessarily the number of different familiesin poverty.

Given the selection issues (and other behavioral responses), how could onetry to
scientifically assess the impact of larger family size on poverty rates?

A recent study by Angrist and Evans (American Economic Review, June 1998),
uses the sex composition of the two oldest kidsin the family to predict
subsequent fertility behavior and labor supply behavior. Theideaisthat families
in the U.S. with either two boys or two girls are more likely to have athird child
than families with one boy and girl, and that this serves as a sort of
“randomization” or “natural experiment.” They find that married women who
have athird child reduce their labor supply by as much as women in the full
sample, while there is no relationship between wives child-bearing and husbands
labor supply. See http://papers.nber.org/papers/W5778 for discussion.

How does access to birth control affect fertility of the poor? Schiller notes that:

- Public schoolsin low income areas are reluctant to provide birth control
information
- Welfare authorities are usually prohibited from providing such information



- Low income families are less able to afford abortion
- Medicaid payments for abortion are greatly limited

Therefore, Schiller concludes “Poor families often end up with more children than other
families, not because they want them, but because they are unable to prevent them.”

Doesit follow that family planning policy necessarily reduces family size? There are
some articles in the economic literature on access to birth control/abortion and sex
education. An article published by Thomas Kane and Douglas Staiger (Quarterly Journal
of Economics, 1996), suggests that “recent restrictions on abortion access, including the
closing of clinics and restrictions on Medicaid funding” led to lower teen birth rates. See
http://www.dartmouth.edu/~dstai ger/Papers/KaneStaiger_gje1996.pdf.

Another provocative recent article by Gerald Oettinger (1999) uses data on individual
enrollment in sex education classes and finds that taking such a class increases the
likelihood of becoming sexually active earlier, but has only a weak effect on the
likelihood of early pregnancy. See Oettinger, “The Effects of Sex Education on Teen
Sexual Activity and Teen Pregnancy”, Journal of Political Economy, June 1999.

[1. Family Structure

Changing Family Patterns

The number of children that live with both parents has fallen by about 20 percentage pointsin
the last 40 years, with a corresponding increase in the number living in female-headed
households. The fraction of children born to unmarried (e.g., divorced, separated, widowed, or
never-married) women has skyrocketed: In 1960, about 5.3 out of 100 children were born to
unwed mothers, in 1998, 32.8 out of 100. Among African-Americans, the rate has increased
from 21.6% in 1960 to 69% in 1998. See Figure 6.2.

Economic Implications
Family income potentially falls by more than one-half with the departure of one parent because
of the fixed costs of work (e.g., child care).

Never-married women usually face greater obstacles in securing child support (e.g., establishing
paternity), and are not entitled to alimony. Teen mothers are more likely to drop out of school,
and fail to accumulate human capital. Schiller cites a study that finds that teen childbearing
reduces the mother’ s later wages by about 20%.

Doesit follow that teen motherhood is “bad” ?

Having a baby as a teenager isaclearly achoice, and it islikely that those who
carry to term as a teenager have worse job prospects than those who don’t have a
child. A recent study by Bronars and Grogger (American Economic Review,
December 1994) examines the impact of teen motherhood on economic outcomes
by comparing teen mothers who had twins versus a singleton. They find that
having an additional child did not have an effect on economic outcomes. Other,



provocative studies have examined siblings (sisters), and teens who had
miscarriages as control groups.

For an overall evaluation of “natural experiments’ like these, please see “ Teenage
Childbearing Is Not So Bad After All...Or Is1t? A Review of the New Literature”
by Saul Hoffman, http://www.agi-usa.org/pubs/journal /3023698.html, as well as
“The Cost and Consequences of Teenage Childbearing for Mothers and the
Government” by Joseph Hotz, Susan Williams, Seth Sanders,
http://www.src.uchicago.edu/cpr/Teenage Child.htm.

Poverty I mpact

Table 6.3 in Schiller implies that ther would be alot less poverty in Americaif two-parent
families were more prevalent — for example, poverty rates among white, two-parent families are
4.3%, while they are 32.9% among female headed families. Among black families, the numbers
are 8.6% and 47.5%, respectively.

It does not follow, however, that femal e-headed househol ds have the same marriage
prospects as those who are married — hence, it does not follow that marriage would
reduce poverty rates from 32.9% to 4.3%. Itislikely that some mothers do not get
married, for example, because the father of their children has lousy job market prospects,
etc.

Causation
Why do we see “non-traditional” families? There are a number of potential reasons, relating to
the different hypotheses about why people are poor to begin with.

The “flawed character” argument would say that individuals are irresponsible in thinking about
the future, irresponsible with birth control, have unrealistic expectations about the costs of
raising achild, and that perhaps, individuals pick the wrong person to have children/ a
relationship with.

The “big brother” argument would say that government incentives, like welfare, contribute to
family instability. The benefits are largely targeted toward single parent households, but not
others.

The “restricted opportunity” argument would say that economic and employment conditions (of
both women and men) would contribute to marital instability. One hypothesis relatesto the
number of “marriageable men” in the African American community — the ratio of employed
black men to women has declined sharply over the last 2 decades. Marital separations also
appear to be highly correlated with economic conditions for black women (Schiller, Figure 6.3).



