JOINT ECONOMIC COMMITTEE
SENATOR CHARLES E. SCHUMER (D-NY) – CHAIRMAN

FACT SHEET

FEBRUARY 2007

INVESTING IN RAISING CHILDREN
The rising costs of childcare, healthcare, and education,
coupled with stagnating wages, have made raising a child a
financial high wire act for many American families.
Unfortunately, much of the Bush tax cuts were designed to
provide benefits to the people who don’t need them, while
middle-class families struggle to manage the expenses of
raising a family — expenses which only increase with each
new child. Targeted tax relief to middle-class families will
help them to mange the crunch of balancing work and
family, achieve their aspirations, and contribute to America’s
economic growth.
Families Are Sacrificing
Having a child today can be
a steep financial challenge
for new parents. A family’s
first child adds over $12,000
per year of expenses to a
middle-income family’s
budget, and each additional
child typically adds an
average of about $10,000
per year of expenses.1 For
the typical American family,
the annual expense of raising
a child represents nearly 20
percent of their pretax
income,nearly twice that
amount for families with two
children under age 5.2

It Often Takes Two Incomes to Raise a Family. More
mothers are working now than ever before: Seventy-one
percent of women with children under age 18 and 62 percent
of women with children under age 6 were in the labor force
in 2004, compared with 47 and 39 percent, respectively, in
1975.4 Moreover, in an increasing number of families,
women supply the majority of family income. In 2003, onethird of married women earned more than half of their family’s
income, compared with less than one-quarter of married
women in 1987.5

Child Care Can Pose a Huge Financial Burden on
More to Have Children. Families. Full-time child care costs average about $7,300
per year in the United States,6
Each New Child Costs the Typical Middle Class Family Over $10,000 a Year
almost 20 percent of the
Estimated Annual Expenditures on a Child by
median income of families with
Parents in Households Earning Between $43,200
and $72,600 in Pre-Tax Income, 2005
young children.7 In fact,
having children doubles the
chance that a married couple
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Struggling to Manage the
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Balancing Work and
Family. More than threeMore Young Adults are Waiting Longer to Have
quarters of working parents who do not take unpaid leave
Children. The average age at which a woman has her first for which they are eligible through the Family and Medical
child has increased to 25 from 21 in 1970. Part of the Leave Act report that they are unable to afford to take unpaid
reason for the increase has to do with rising educational leave.10 And more than one-third of people who took leave
levels and broader career opportunities for women, but through the Family and Medical Leave Act reported that
the rising costs of raising a family also contribute to this they had to cut their leave short because of financial
considerations.11
trend.3
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Policy Proposals
The Middle Class Opportunity Act of 2007 (S. 614) would use existing tax provisions to help middle-class families
maneuver the financial hurdles of raising children:
•

Double the Child Tax Credit in the First Year of a Child’s Life. Since 1997, many families with kids
have received some welcome tax relief from the Child Tax Credit. Doubling the existing child tax credit
from $1,000 to $2,000 in the first year of a child’s life can help parents defray the steep expenses of a new
baby and alleviate financial anxiety felt by new parents.

•

Expand the Dependent Care Tax Credit. Under current law, working parents can claim the Dependent
Care Tax Credit (DCTC) to offset a portion of their childcare expenses. The credit equals 35 percent of
qualified childcare expenses for lower-income families and is reduced for families with higher income. But
families earning $43,000 or more get a credit of only 20 percent of their expenses. As a consequence, the
maximum credit for most middle-class families with two or more children is only $1,200. Increasing the
DCTC to a full 35 percent of qualified childcare expenses for families earning up to $75,000 can help the
vast majority of families in the middle-income range who are struggling with high child care and education
costs by increasing their benefit to $2,100.
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