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Executive Summary

ver the past several years, a major part of the
Opolitical debate has centered on whether young
adults have enough money to raise a family in the
US. Indisputably, the data show that fewer Ameri-
cans are getting married than in decades past, and
if they do, they are marrying later in life and hav-
ing fewer children. Combined with concerns over
declining fertility rates generally, there is also a con-
cern over an increasing share of Americans who have
children—especially those with low incomes—out-
side of marriage, which carries a host of social and
economic challenges in the US.

It has become nearly omnipresent in American
political discourse—on both right and left—
to blame these declines in family formation on eco-
nomic hardship. The ascendant narrative suggests
that it has become harder for the average American
to afford forming a family, which in turn has driven
down marriage and fertility rates. In other words, as
the relative economic fortunes of Americans have
worsened, raising a family has become less finan-
cially viable over time.

This report takes a closer look at the “family afford-
ability” hypothesis when it comes to our half-century
decline in marriage and childbearing. In all, a close
and comprehensive look at measures of income and
expenses today in comparison to the past suggests
that the true causes for declines in family formation
are more complex than simply an increase in the
financial burdens of raising a family.

By most measures, incomes have grown slowly but
steadily over the past several decades in real terms.
And although incomes have grown much more quickly
at the top than the bottom, they have nonetheless
grown in real dollars for almost everyone. Some popu-
lations, like single mothers with children, face partic-
ular financial challenges, but both the growing safety
net and increased earnings have made them better off
than they were in previous generations.

Additionally, contrary to conventional wisdom,
the costs of raising a family—including housing,

childcare, and higher education costs—have not
grown so substantially over the past several decades
that they indicate an affordability crisis. The data do
show that certain costs have increased in recent years
for some populations. For example, the costs of hous-
ing for low-income and working-class renters in cer-
tain parts of the country and childcare for high-income
families have risen sharply in recent years. These finan-
cial “pinch points” help explain the plausibility of the
“family affordability” hypothesis. However, it is dif-
ficult to tease out whether increasing costs in these
areas reflect changing preferences among families for
a higher standard of living (such as larger homes or
higher-quality childcare) or an affordability crunch.

If incomes have grown and costs reflect prefer-
ences, why does the affordability crisis narrative per-
sist? One reason is that standards and perceptions
change. Some goods and services that people need
or perceive as necessary today may have been seen as
luxury goods in years past. And in some cases, tastes
have outgrown means—evidenced by increased con-
sumption, vehicle ownership, and housing size.

Another reason is that our stock of social capital—
the value of our social networks—has declined in
recent times. Strong connections to individuals and
institutions offer social support, which can reduce
the costs of raising a family. When these connections
decline, so can the affordability of family life.

Based on my review of the evidence, declining
incomes and rising costs from years past are not the
primary force driving a deterioration of family life.
Certainly, some groups, such as low-income renters,
single mothers, and families forced into center-based
childcare, may face higher costs than in the past. But
these changes are not sufficient to explain the per-
vasive sense that it is more difficult for the average
American to raise a family today than it was in past
generations. Instead, incomes not keeping pace with
changing preferences likely are behind perceptions
of an affordability challenge, as is the availability of
less social support than in years past.
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amilies are the foundational unit of our social
Forder. Countless social activities and institu-
tions branch from the family unit. It is under the
guidance of the family that young men and women
develop into well-formed citizens prepared to enter
society. As Edmund Burke notes, “To be attached to
the subdivision, to love the little platoon we belong
to in society, is the first principle (the germ as it
were) of public affections.” In other words, many
of our passions, experiences, and, ultimately, skills
invariably point back to the families that raise us.
Research shows that marriage and childbearing—
the foundations of family formation—are declining
in America. Marriage rates reached a five-decade
low in 2020, and the fertility rate (i.e., births per
woman) has declined since at least the 2000s, also
reaching historic lows by 2020.2 According to the
US Census Bureau, the share of households that
include related family members has declined steadily
from 74 percent in 1980 to 69 percent in 2000 and
65 percent in 2020.3 Additionally, the number of
one-person households reached an all-time high in
2020, constituting 28 percent of all households.4
Research suggests that low fertility can have
long-term economic consequences,5 reducing gross
domestic product in the long run,® threatening the
solvency of government programs such as Social
Security,” and prompting shifts in global politics
and power.8
Not only are declines in family formation con-
cerning from a public policy perspective, but the
well-being of existing families plays a crucial role in
the strength of our economy and society. Families play
a central role in shaping children’s healthy develop-
ment. Social science research continues to reinforce

that family environments have the greatest influence
over promoting (or preventing) a child’s human capital
development.9 As Nobel laureate James Heckman has
noted, “The family is the whole story. And it’s a whole
story about a lot of social and economic issues.”©

More importantly, healthy family environments
encourage the formation of flourishing children.
Unhealthy family environments work against the
formation of happy, thriving children. What is the
best family context for nurturing a child’s devel-
opment? A wealth of social science literature has
made it abundantly clear that children from strong,
two-parent families are much more likely to flour-
ish across a range of outcomes—including econom-
ics, education, social life, and health (both physical
and mental).!

From an educational standpoint, research sug-
gests that children raised by two married parents
are much more likely to graduate from college!> and
earn better GPAs in school'3 and are less likely to dis-
play behavioral problems at school or drop out of
school prematurely.'4 Being raised in a married fam-
ily is also associated with greater incomes and higher
levels of economic mobility than is being raised in a
single-parent household or a home headed by two
cohabiting adults.!s Children raised by single parents
are also four times more likely to be exposed to pov-
erty than are kids raised by married parents.’

Admittedly, marriage decisions are complex.
However, given the outsized role families play in
promoting the healthy development and socializa-
tion of the next generation, it is in our collective
interest to support public policies that encourage,
or at least do not discourage, strong and stable family
formation moving forward. This includes promoting
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higher marriage rates among young adults and
encouraging more childbearing within the context
of a stable marriage. Therefore, policymakers should
create and support policies that allow families to
form and thrive.

Strong and stable families are also a paramount
force in our nation’s political discourse, spanning
across the ideological spectrum. Supporting fami-
lies has always been a political priority for American
policymakers, but policies directly aimed at relieving
the economic burdens of families have gained trac-
tion in recent years and now wield a central role in a
large share of policy discussions.'7 Reflecting on her
2020 presidential campaign, Sen. Kirsten Gillibrand
(D-NY) said, “I very much thought families should
be on the presidential stage.”8 On the other side of
the political aisle, Sen. Marco Rubio (R-FL) also con-
siders family issues a top priority for Americans:

The family is the central institution in any society.
It’s in the family where you pass down values, it’s the
family that teaches you to love, it’s the family that
teaches you work ethic, it’s the family that passes
down traditions, it’s the family that provides support
in times of tragedy or distress.!9

Given the central role of strong families in paving
the way for our society and the growing importance
of families in political discourse, elected policymakers
should pay close attention to families’ best interests.
Over the past several years, a narrative has emerged
that middle-class families face insurmountable costs
for the goods and services needed to raise healthy,
happy children (e.g., paid leave, health care, quality
schools, and childcare). The rise of this narrative has
generated a renaissance in family-centered public
policy debate and proposed legislation on the right
and left.

Since at least the 1990s, federal policymakers
on both sides of the political aisle have created and
expanded government-provided supports for fam-
ilies, including child-related tax credits.2° In the
past several years alone, President Donald Trump
and Republican lawmakers expanded the child tax
credit as part of the 2017 tax overhaul, and Trump

signed legislation that expanded paid leave to fed-
eral employees after the arrival of a new child. He
also included in his executive budget a proposal for
six weeks of paid parental leave for all workers.2!

More recently, President Joe Biden framed the
Build Back Better Act—a proposal to spend nearly
$1 trillion on social policy and climate change—
as “the most transformative investment in children
and caregiving in generations.”?? The plan included
a sweeping list of longer-term legislative priorities
including universal pre-K, public paid family leave,
free community college, and a massive expansion
to the child tax credit.?3 For each issue, proponents
argue that middle-class families now face a choice
between raising the family they desire and earning
a stable, decent income. For example, in support of
his plan for 12 weeks of universal public paid leave,
President Biden noted that “no one should have to
choose between a job and a paycheck or taking care
of themselves, their parent, their spouse, or a child
that’s ill.”24

Part of the push for more family-related govern-
ment assistance centers on the notion that many
middle-class Americans face insurmountable finan-
cial barriers to building the families they desire in the
first place. While Americans are waiting longer to
marry and having fewer children overall, it is unclear
the extent to which actual or perceived financial
constraints are driving these trends. Nonetheless,
policymakers have proposed ways to relieve those
financial constraints. For example, in 2020, Sen. Josh
Hawley (R-MO) outlined his proposal for a parent tax
credit, which would send $500 to single parents and
$1,000 to married parents on a monthly basis for each
of their children.?s As justification for such a large
investment in families, he argued:

Starting a family and raising children should not be
a privilege only reserved for the wealthy. Millions of
working people want to start a family and would
like to care for their children at home, but current
policies do not respect these preferences. American
families should be supported, no matter how they
choose to care for their kids.26
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Figure 1. US Marriage Rate per 1,000 Total Population, 1960-2018
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Source: Marriage rate found at Centers for Disease Controland Prevention, National Center for Health Statistics, “Marriage and Divorce,”

https://www.cdc.gov/nchs/fastats/marriage-divorce.htm.

Questions remain, however. How has forming and
raising a family in the US become less affordable, for
what groups has it become less affordable, and why?
In this report, I examine recent trends in marriage
and family formation and trends in income and
costs to help answer these questions. I also explore
the role of institutions in helping explain concerns
over family affordability and the role of perceptions.
The two main questions guiding the analysis are:

1. Has it become less affordable to raise a family
in the US?

2.  What are the causes of affordability challenges—
income or costs—and what groups are most
likely to face affordability challenges?

I identify possible narratives that might explain
how, in the context of rising incomes across the
economic spectrum, families still face anxiety around

core expenses. Finally, I outline several key research
questions and possible policy solutions in need of
further research and exploration.

A Context of Family Life in Decline

Understanding trends in family affordability is
crucial from a public policy perspective for at least
two reasons: It can help policymakers address the
overall decline in marriage and family formation,
and it can help existing families thrive. This conver-
sation comes on the back end of a retreat from
marriage and childbearing that has now spanned
multiple generations of Americans. Though its
decline has slowed in recent years, the marriage
rate has reached a record low after a 5o-year
decline (Figure 1).27

The trends in marrying later have evolved over
time, but even since 2006, the median age at first
marriage has declined, resulting in higher rates of
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Figure 2. Percentage Never Married by Sex and Age, 2006 and 2016
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programs-surveys/acs/data.html.

never being married at each age cohort by at least
2016 (Figure 2).28

Regarding childbearing, data suggest women are
having fewer children and having children later in
life than previous generations did.?9 After remaining
relatively stable since the 1970s, the general fertility
rate (i.e., births per 1,000 women) started declining
in 2007 and has continued to decline in the years
since (Figure 3).

As shown in Figure 4, since at least 1990, women
older than age 30 have experienced higher birth
rates, while births rates among younger women have
declined dramatically.

As a 2017 report from the Social Capital Project
detailed, marriage declines stem from various causes,
including increased educational and professional
opportunities for women, rising affluence, and gen-
eral perceptions about family life. The report noted,
“These trends can also be interpreted in terms of
Americans perceiving marriage as less necessary.”3°

Declining and delayed marriage rates have a direct
correlation to declining fertility. With fewer people
tying the knot, fewer children are being born.

However, the root causes of declining fertility
remain unclear. Data suggest a general decreased
interest among Americans in having children, but
some believe finances play a major role. For this rea-
son, it is important to better understand how trends
in family income and costs associated with building
and nurturing a family inform our understanding of
such a dramatic decline in family formation.

Have Family Incomes Fallen, Stagnated,
or Risen?

The existence of several different ways of measuring
income complicates attempts to answer the ques-
tion of whether family incomes have fallen, stag-
nated, or risen over time. On some measures and
for some subgroups, income in the US has declined
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Figure 3. General Fertility Rate, 1970-2018
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Source: Centers for Disease Control and Prevention, NCHS—RBirths and General Fertility Rates: United States, March 28, 2022,
https://data.cdc.gov/NCHS/NCHS-Births-and-General-Fertility-Rates-United-Sta/e6fc-ccez.

Figure 4. US Birth Rates by Selected Age of Mother, 1990-2019

120 \

] 100
£
o
s
S 80
Q
-
Y
o
o
2 60
£
a
(Ve
o
5 40
Q
£
>
4
20
1990 1995 2000 2005 2010 2015 2019

15-19Years == 20-24Years = 25-29Years === 30-34Years = 35-39Years = 40-44Years
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Figure 5. Cumulative Growth of Income After Taxes and Transfers (in 2018 Dollars), 1979-2018
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publication/57061.

in recent decades, suggesting family affordability
challenges. However, according to other measures,
household and family incomes have grown over
time—and more robustly than many acknowledge.
Nonetheless, sluggish income growth during eco-
nomic downturns and income stagnation for some
groups likely feed the perception that incomes have
not kept pace with expenses, even when price infla-
tion was low.

Another important factor is that expansive gov-
ernment tax and transfer programs, not rising wages,
explain much of the income growth for those at the
bottom. A recent report by the Social Capital Project
found an upward trajectory in pay over the past three
decades but slower growth for men than women and
for those at the bottom of the wage distribution.3

Household Income

Regarding household incomes, the data show pos-
itive cumulative growth across income quintiles.
The Congressional Budget Office produces an annual
report on the distribution of household incomes using
three different measures. Figure 5 shows cumulative

growth by quintile in real income after taxes and
transfers from 1979 to 2018.

According to the Congressional Budget Office,
households in the lowest quintile saw their average
annual incomes rise 91 percent (an average annual
rate of 1.7 percent) when taxes and transfers were
accounted for, while average income after taxes and
transfers for households in the middle three quin-
tiles increased 53 percent (or 1.1 percent per year).
Households in the highest quintile experienced the
strongest growth in their posttax and transfer income.
The trends using alternative income measures, such
as market income and income before taxes and trans-
fers, show similar trends but less robust growth for
households in the lower four quintiles.3>

Growth in median household income depends
on the type of income measured, which might help
explain the perception that incomes have stagnated.
Market income and income before taxes and trans-
fers have seen cumulative growth over the past few
decades, but both measures of income declined dra-
matically during the Great Recession and barely
started to exceed prerecession levels by 2016.33
Cumulative growth in median household income
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Figure 6. Median Family Income (in 2021 Dollars), 1988-2021
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Source: US Census Bureau, “Table F-7. Type of Family by Median and Mean Income,” https://www.census.gov/data/tables/time-

series/demo/income-poverty/ historical-income-families. html.

after taxes and transfers has been strong since the
mid-1990s, but even this measure of income stag-
nated during the Great Recession.34

As Michael R. Strain argues in his book The
American Dream Is Not Dead: (But Populism Could Kill
It), “For households in the middle and those nearer
the bottom, [household] income growth over the past
three decades can’t be reasonably described as stag-
nant.”35 That said, it is easy to understand why people
perceive their incomes have been stagnant because
incomes before taxes and transfers took a tremen-
dous hit during the Great Recession and recovered
slowly afterward. Nonetheless, in the years leading up
to the COVID-19 pandemic, household incomes after
taxes and transfers showed robust growth.

Family Income

Households can include a variety of family types
and even unrelated individuals, precluding us from
drawing conclusions about families with children
from household income statistics alone. To better
understand issues around affordability for families

with children, we can look at family income by type.
The US Census Bureau includes all cash sources
of income in calculations of family income, includ-
ing cash-based government benefits such as Social
Security, cash welfare, and unemployment insurance.

However, Bruce D. Meyer, Wallace K. C. Mok,
and James X. Sullivan show that government ben-
efits are vastly underreported3® and the largest
government assistance programs for low-income
families, the Supplemental Nutrition Assistance
Program and earned income tax credit, are not con-
sidered in family income calculations. This means
income is understated for the types of families most
likely to receive government benefits, including
single-parent households.

Nonetheless, it is still useful to explore family
income to get a sense of income trends when taxes
and in-kind government benefits are excluded. Fig-
ure 6 shows that, overall, family income hasincreased
over the past two decades for all families, but there
was a period of income stagnation during the 2000s.
Starting around 2013, however, family income began
to increase again, especially for married couples.
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Figure 7. Median Family Income for Married Couples with Children (in 2020 Dollars), 1987-2020
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Although there are consistent racial and ethnic
gaps in family income among married couples with
children, with married white couples with children
having higher income than black and Hispanic cou-
ples with children,37 the trends for married couples
with children across time were similar across race.
Family income in constant dollars increased through-
out the 1990s, stagnated in the 2000s, and started
increasing again after 2010.

We see a slightly different pattern for female-
headed families with children by race and ethnicity.
Although we see a similar pattern of income growth,
stagnation, and growth again after 2010, the gap
between white female-headed families and black and
Hispanic female-headed families narrowed through-
out the 2000s (Figure 8).

Overall, income data show that families bring in
greater income today than in the 1990s, whether

measured at the household or family level. Posttax
and transfer incomes experienced particularly strong
growth during this period according to the household
income data, especially among households in the low-
est quintile of income. However, when considering
incomes among families with children—and exclud-
ing many government benefits—income stagnated
between 2000 and 2013 but has since increased sharply
among all racial and ethnic groups and family types.

Income Trends and Family Structure

The family income data above suggest that single-
mother households with children are the most likely
to experience family affordability challenges today.
If more children are born into female-headed fam-
ilies over time, an increasing share of families will
face affordability challenges because these families
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Figure 8. Median Family Income for Female-Headed Families with Children (in 2020 Dollars), 1987-2020
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Survey (CPS),” October 8, 2021, https://www.census.gov/programs-surveys/saipe/guidance/model-input-data/cpsasec.html.

have seen less promising income trends over the
past few decades.

This is particularly concerning because, over the
past several decades, the composition of families
with children has shifted toward single-parent fam-
ilies, which has likely exacerbated both perception
and reality of family affordability challenges. In
1974, 84 percent of children lived in a married-parent
household. By 2020, that share had fallen to 66 percent
(Figure 9). Single parents experience a greater bur-
den of cost for raising families because they earn less
income, so further increases to the share of children
raised outside a two-parent family structure would
likely deepen family affordability challenges.

Has the Cost of Raising a Family
Outpaced Income Growth?

The above section suggests that incomes have grown
over time, pushing back on the narrative that raising
a family on a middle-class income has become less
affordable over time. However, costs also influence
affordability. If cost increases have outpaced income

10

growth, families will still feel a growing financial
burden. Additionally, if family preferences around
consumption—home size and education quality, for
example—have outpaced income growth, families
might still feel stretched financially. The following
sections explore whether changing costs and prefer-
ences might explain family affordability challenges.

Housing Costs

Housing is often cited as one area in which costs may
place an undue burden on families. A good way to
assess family affordability in this context is to exam-
ine cost burdens. Economist Mark J. Perry recently
summarized data from the Bureau of Labor Statistics
Consumer Price Index and found that housing costs
overall have largely kept pace with inflation since
2000.3% However, this does not reflect divergent
trends across different groups, especially when
comparing renters to homeowners and housing
costs by geography.

Housing cost burdens compare reported housing
expenditures to reported income. Research suggests



THE EVIDENCE ON FAMILY AFFORDABILITY

ANGELA RACHIDI

Figure 9. Composition of Families with Children Under Age 18, 1988-2021
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that families facing higher cost burdens also typically
experience material hardship,3% though the metric
used to reflect cost burden is important.4© Research-
ers traditionally define a housing cost burden as
spending 30 percent or more of income on housing
and often calculate housing cost burdens for renters
and homeowners separately.4!

Rental cost burdens (i.e., housing costs compared
to income for renters) show different trends over
time than homeowner cost burdens (i.e., housing
costs compared to income for homeowners) show.
Even among homeowners, different trends in hous-
ing cost burdens exist depending on whether home-
owners have a mortgage.

A 2019 study by Andrew M. Dumont for the
Federal Reserve Board of Governors illustrates these
differing trends starting in 2009. He found that,
from 2009 to 2017, the share of renters with a hous-
ing cost burden increased slightly, while housing
cost burdens for homeowners declined.4> However,
low-to-middle-income renters (i.e., renters with

11

household income between $20,000 and $75,000
per year) saw sharp increases in their housing cost
burdens over the same period. Dumont also found
considerable variation in housing cost burdens
among middle-income renters across metropolitan
areas but less variation for low- and higher-income
renters. Dumont concluded,

The analyses conducted above show that the rate of
housing cost burden among homeowners is signifi-
cantly lower than the rate for renters, and that the bur-
den rate for homeowners is down substantially since
the housing crisis, while the rate for renters is up.43

Stuart Gabriel and Gary Painter explored the
longer-term trend in housing cost burdens from
1960 to 2014, and like Dumont, they concluded that
a larger share of renters had become burdened by
housing costs during this time.44 Their analysis
showed a steady increasing trend in the share of rent-
ers with a housing cost burden (paying more than
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Figure 10. Percentage of Cost-Burdened Households by Tenure, 2010-19
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30 percent of income on rent) since 1960, with this
trend accelerating from 2000 to 2010, especially for
middle- and higher-income renters, and then flat-
tening through 2014.45

Furthermore, even though the share of rent-
burdened low-income renters increased more slowly
than higher-income renters, a large majority of
renters in the bottom income quartile faced housing
cost burdens throughout this period, reaching over
80 percent in 2010.46 The analysis by Gabriel and
Painter showed that most low-income renters have
historically faced housing cost burdens but that this
share increased slightly over time.

Compositional changes in who owns a home
versus who rents likely explain some of the trends
in cost burden, however. For example, homeowner-
ship rates declined after the housing crisis in 2007,47
changing the composition of households that rent.
Cost burdens also fail to capture income fully by
excluding government benefits as income. This is
particularly important for considering the housing
cost burden of low-income households because a
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large share of their income likely comes from gov-
ernment benefits, such as food assistance, the child
tax credit, and the earned income tax credit. If the
data fully captured these income sources, the housing
cost burden for renters would likely be lower, and
the trend might be different over time.

Overall, the data on housing costs present a mixed
picture. Despite data limitations, the trends in
housing cost burdens suggest that renters have faced
more affordability challenges compared to home-
owners at least over the past decade. For renters,
a larger share over time have experienced housing
cost burdens, and the vast majority of households in
the bottom income quintile face housing costs that
exceed 30 percent of the reported income (exclud-
ing most government benefits).48

Although the historical data are limited, since at
least 2010, the share of households with a mortgage
facing high housing cost burdens has actually declined,
while the share of burdened homeowners without a
mortgage and renters has remained relatively constant
(Figure 10). This means that over time, more families
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that fall on the lower end of the income spectrum and
rent their housing have likely felt the crunch of rising
housing costs, while homeowners appear not to have
faced the same challenges.

Childcare Costs

Childcare is another area in which families, especially
those with young children, often face financial con-
straints. However, the research is mixed on how
childcare costs have changed over time and the types
of families that have absorbed cost increases. A study
by the Department of Health and Human Services
Office of the Assistant Secretary for Planning and
Evaluation found that fewer families across income
levels had out-of-pocket childcare expenses in 2016
than in 199549 However, the same study found
that average childcare costs increased dramatically
during this time.5°

Some of the trend showing a large increase in aver-
age childcare costs can be explained by (1) the types
of families paying for care and (2) cost outliers. If
families that are less willing or capable of paying for
childcare find other no-cost arrangements, those that
remain with out-of-pocket costs drive up the aver-
age cost. A study by Chris Herbst at the University
of Arizona adjusted for outliers and work schedules,
finding that median childcare costs have increased
only modestly. Herbst examined childcare costs using
Survey of Income and Program Participation data
through 2011 and found that median childcare costs
increased 14 percent from 1990 to 2011 but that fami-
lies with preschool-age children experienced the bulk
of this added cost burden.

Undoubtedly, these studies show that childcare
costs have increased. But the question remains to
what extent increasing costs are causing financial
strain for families. Herbst also examined the cost
burden of childcare, which factors in a family’s ability
to pay given their family income. In a 2015 published
study, he found that the cost burden of childcare has
not changed from 1990 to 2011, suggesting that cost
increases at least partially reflect a greater ability for
families to pay more for childcare.s!
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One other possible source of stress for families
regarding childcare is that, over the past several years,
childcare arrangements have increasingly shifted
in favor of center-based care providers instead
of smaller, family-based providers. Middle- and
higher-income families are much more likely to use
center-based care than their lower-income counter-
parts are.5 This affects the costs of childcare. In fact,
research shows that the number of licensed child-
care slots has increased 7 percent from 2005 to 2017,
while the number of small, family-based providers
decreased by half. Childcare slots are increasingly
found in centers, which cost more than in-home
family providers do, and middle- and higher-income
families are becoming a larger share of total families
that pay for childcare.

Higher Education Costs

Education, particularly higher education, is another
area in which many claim costs have far outgrown
middle-class families’ incomes. As Perry finds, college
tuition has undoubtedly grown much faster than
wages have.s3 However, careful examination into
the dynamics of higher education expenses reveals
a different story than what may seem obvious at
first glance. While upper- and upper-middle-income
Americans have been spending much more on higher
education over the past few decades, costs have
increased only modestly for middle-class families.

Jason Delisle, for example, argues that rapidly
growing public aid and slower tuition growth have
significantly offset higher education expenses for
students whose families earn less than $125,000 (in
2015 dollars) and who attend in-state, public univer-
sities.>4 Whereas the average “sticker” price for these
schools had increased from just over $3,000 in the
mid-1990s to nearly $8,000 in 2015-16, the true cost
for students, when factoring in public aid and schol-
arships, had only increased from $2,000 to $2,400
(Figure 11). Granted, that is still a 20 percent increase
in tuition and fees after adjusting for inflation, and
this analysis includes public universities, but it is
far from the astronomical price increases across all
higher education that some have suggested.
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Figure 11. Average Tuition and Fees at Public Universities for In-State Students from Families
Earning Less Than $125,000 by Academic Year, 1995-2016

$8,000 $7,719

$7,000 $6,379

$6,000

$5,000 $4,498

$4,000 $3,667
$3,169

$3,000 $2,363 $2,442
$2,001 $1,902 $1,991 $2,006

$2,000 o—

$1,000

$0 . . . . . .
1995-96 1999-2000 2003-04 2007-08 2011-12 2015-16
==o— Sticker Price === After Aid

Source: Jason Delisle, “The Cost of Free College Plans,” National Affairs, Spring 2020, https://www.nationalaffairs.com/publications/

detail/the-cost-of-free-college-plans.

So why does a narrative of crippling higher educa-
tion costs persist? The answer, according to Delisle,
comes when looking at trends for higher-income
students, those who attend private universities, and
those who go to out-of-state public universities.
Average tuition and fees rose from about $9,000 in
the mid-1990s to just under $13,000 in 2015-16 for
students whose families earned more than $125,000
per year, when all university types were considered.
For these higher-income families that choose expen-
sive education options, the cost of college may be
contributing to a family affordability challenge.

Declining Social Capital

Another contributor to family affordability challenges
is access to institutions that help alleviate financial
strains. Access to social capital can be especially
important when it relates to household costs, such
as by providing childcare, access to jobs, or recre-
ational activities. The 2017 Social Capital Project
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report documented four areas where associational
life has deteriorated—family, religion, civic engage-
ment, and work.55

Arguably, weak social ties in these areas can con-
tribute to affordability challenges. In fact, in a
December 2019 report for the Social Capital Project,
authors described research by Raj Chetty and col-
leagues that associated higher rates of upward
mobility with the neighborhood presence of civic
institutions.5¢ Unsurprisingly, the availability of
social supports at the local level contributes to
feelings of belonging and motivates otherwise strug-
gling families to pursue positive aspects to life, such
as employment.

The 2017 Social Capital Project report noted that
more Americans live alone outside of a family today,
marriage rates have declined, people are having
fewer children and later in life, and more children
are raised in single-parent families. Historically, peo-
ple developed relationships through their religious
groups, but the Social Capital Project documented
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declining trends in religious affiliations among
Americans and lower overall trust among adults in
religious institutions.57

The report also found some evidence of dete-
riorating community ties. Data show that people
spend less time with neighbors than in the past, and
although racial segregation has declined, segregation
by class has increased. In terms of work, the data
show less time socializing with coworkers outside
of work. The report concluded that “rising affluence
has made associational life less necessary.” One lin-
gering question ripe for additional research is how
declines in associational life have influenced feelings
of family affordability.58

Similarly, Yuval Levin argues in his book A Time
to Build: From Family and Community to Congress and
the Campus, How Recommitting to Our Institutions
Can Revive the American Dream that institutions close
to home including family, religion, and civic society
play a crucial role in helping people cope with the
challenges of daily life. He writes, “The loss of insti-
tutional habits up and down our social life—from
government to the professions, the academy, the
media, and more—leaves us more resistant to the
sometimes burdensome demands of family life.”s9
With fewer built-in communities to support and
encourage parents through the challenges of raising
a healthy family, the weakening of our core institu-
tions has likely helped shape evolving views of fam-
ily life as burdensome, contributing to an overall
perception of affordability challenges.

Perceptions of Affordability Challenges

If family consumption patterns and perceptions have
changed over time, the data on income and cost trends
I have presented to this point are less important.
For example, if housing cost burdens have remained
the same over time but families’ preferences have
changed to larger homes, this combination can feed a
sense of affordability challenges.

Admittedly, survey data suggest that consumption
has not held constant; based on most available metrics,
American families consume more now than in the
recent past. Families have larger homes than at any
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time in recent history, and the average living space
per person has nearly doubled since the 1970s.9°
Vehicle ownership has risen about 6o percent in the
same period.®? American adults are traveling more
miles in more vehicles.®> The average American adult
consumes nearly 600 calories more per day than
they did in 1970.63 Clothing purchases are also sig-
nificantly higher than they were even a few decades
ago.64 Most importantly, fewer families than ever
experience consumption poverty.s

However, polling data also suggest that many fam-
ilies still feel stretched financially. It might be that the
desire and expectation for increased consumption is
driving affordability challenges. And many perceive
these affordability challenges as barriers to getting
married and having children.

Gallup, for example, asked Americans, “What
do you think are the main reasons why couples do
not have more children?” By an overwhelming mar-
gin, the most common response to this prompt was
the “cost of raising a child.”®® About two-thirds
(65 percent) of respondents selected this option,
compared to 11 percent who said “the state of the
economy” kept people from having children (the
second most common option).

A New York Times and Morning Consult survey
explored this trend further. The poll asked adults
why they have had (or are expecting to have) fewer
children than they desire. Out of the top eight reasons
cited, six were related to finances, including “child
care is too expensive,” “worried about the economy,”
and “can’t afford more children.”¢7 Clearly, per-
ceived financial strain is a barrier preventing some
Americans from having more children.

From 2015 to 2019, the American Family Survey

«

asked respondents, “What is the most important
problem facing families today?” The set of possible
responses included four challenges that were eco-
nomic in nature, four that were cultural, and four that
had to do with family structure. Over the five-year
period, economic issues overtook cultural issues in
importance according to respondents, with more
than 61 percent citing an economic challenge.®8
Rising economic concerns are prevalent among
not just people who are considering starting a family
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or the broader American public but also those who
are currently supporting families. One particu-
larly concerning trend is that parents’ perceptions
of their incomes relative to others have worsened
over the past five decades. According to the General
Social Survey, 22 percent of parents age 18-55 rated
their income as below average “compared to American
families in general” in 1972. By 2018, however,
34 percent of parents believed their income was
below average.®9

Another potential source of perceived family
affordability strain is that parents may feel pressure
to buy nonessential or expensive things for their chil-
dren. According to a Merrill report, nearly 70 percent
of parents report feeling pressured to purchase
things for their children that their peers have.7®

Regardless of whether the data support the
notion that incomes have stagnated or costs have
skyrocketed, perceived challenges to affording a
family may be causing Americans to avoid building
strong, stable families. This is especially concerning
because hopes and aspirations around family for-
mation have not fallen over the past few decades,
even as more American adults drift away from mar-
riage and childbearing.”*

Conclusion

Overall, the data do not offer a straightforward
answer to the question of whether it has become less
affordable to raise a family. Research does help iden-
tify, however, the types of families that have likely
faced affordability challenges, including increases in
housing, childcare, and education costs over time.
Based on this research, renters in the bottom of the
income distribution, female-headed households,
and low-income families that must use center-based
childcare have likely felt the pinch of rising costs over
the past several years.

The data also suggest that family incomes, while
still higher than in the past, may not be keeping
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pace with Americans’ preferences for larger homes,
more vehicles, private or out-of-state universities,
and higher-quality childcare. When families cannot
meet these preferences, they will feel like they
are facing affordability challenges even when their
income grows.

This raises the question of the government’s role:
Should government policies assist families so that
they can meet their evolving preferences or focus
assistance on those low-income families whose
incomes have not kept pace with costs? Additional
areas for research include assessing the extent to
which government intervention drives up these
costs and preferences—such as housing, childcare,
and education—and what, if anything, government
should do about it.
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