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Child Care Subsidies Critical for Low-Income
Families Amid Rising Child Care Expenses

called for making “high-quality preschool available to

every child in America” and laid out a plan to invest in
young children and support low-income working families.!
This plan proposed a joint federal-state partnership to provide
high-quality public preschool for all four-year-old children
from low-income families (which include poor families), as
well as an increase in investments in Head Start programs
and an expansion of early care and education programs for
infants and toddlers.? The President’s budget includes increased
funding in fiscal year 2014 to expand and improve infant
and toddler care and to increase child care subsidies to help
low-income families pay for child care. In addition, the U.S.
Department of Health and Human Services recently proposed
new regulations to ensure children’s health and safety and
improve the quality of child care among child care provid-
ers who accept child care subsidies for low-income families
through Child Care and Development Fund (CCDF) funds.’

The high cost of child care is a barrier to employment
among low-income families (those living at or below 200
percent of poverty) with young children.* Child care subsidies
are designed to support both parental employment and child
development by lowering the cost of child care and making
high-quality child care affordable to low-income families.
High-quality child care promotes child development, as it
provides children the opportunity to learn and develop the
skills necessary to succeed in school and in life.” Several studies
have shown that low-income families who receive child care
subsidies experience higher rates of employment than similar
families who do not receive subsidies.® Recipients of child care
subsidies also experience fewer child care-related work disrup-
tions, making it easier for them to maintain employment, and
underscoring the value of child care subsidies.”
In the wake of the Great Recession and subsequent

slow job growth and recovery, employment support for
low-income families is increasingly important as families
struggle to obtain and maintain work. Child care is particu-
larly salient for rural families with young children because
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Key Findings

«  Average monthly child care expenditures
increased by 26 percent from 2005 to 2011
among families with employed mothers and
children under the age of 6. This increase was
evident in metro (or urban) but not nonmetro
(or rural) places.

Across place, low-income families (those living at
or below 200 percent of poverty) with children
paid a larger percentage of family income on
child care. For example, nonmetro low-income
families paid 18 percent of their family incomes
on child care, whereas nonmetro families with
higher incomes paid only 8 percent.

Employed, poor mothers with child care
expenses spent more than one-third of their
incomes on child care in 2005 and 2011.
Low-income families receiving child care
subsidies had lower child care expenditures in
2005 and 2011 than did similar families who did
not receive child care subsidies.

single and married rural mothers with children under age
6 are more likely to be employed than their urban coun-
terparts® and because rural families generally have fewer
available child care options.’

Yet, funding for many programs is facing cuts or reduc-
tions as Congress deliberates deficit reduction and raising
the debt ceiling, and the effects of sequestration are being
felt. States are also trying to balance their budgets, with
some viewing cuts in services for families as a necessary
step in this process.’” Although some states are beginning
to recover from the Great Recession and are increasing or
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restoring spending on child care assistance programs, many
are still experiencing economic fallout and reduced bud-
gets, including funding to child care programs.' In 2012,
twenty-three states reported having waiting lists to receive
child care assistance, up from twenty states in 2005." Some
states have increased family copayments for child care, and
others have reduced the length of time parents are eligible
to receive assistance while searching for a job."

This policy brief compares the shares of income spent
on child care in 2005 and 2011 among families with
children under the age of 6 in which the mother was
employed and had child care expenses."* Data were col-
lected by the U.S. Census Bureau in the spring of 2005
on the 2004 Survey of Income and Program Participation
(SIPP) Wave 4 Child Care Topical Module and in the
spring of 2011 on the 2008 SIPP Wave 8 Child Care
Topical Module. We make comparisons between nonmet-
ropolitan (or rural) and metropolitan (or urban) resi-
dents. Our measure of place is based on the U.S. Census
Bureau measure, which classifies individuals based on
their county of residence. Metropolitan areas consist of
core counties with one or more cities of 50,000 or more
residents plus surrounding counties that are economically
tied to the core county through commuting patterns.

The results reveal that child care expenditures (in con-
stant 2011 dollars) were higher on average in 2011 than in
2005 and that low-income families who received child care
subsidies paid less for child care in 2005 and 2011 than low-
income families who did not receive child care subsidies.
Although it is beyond the scope of this brief to identify the
reasons for the increase in child care expenditures, it is pos-
sible that the composition of families with child care expen-
ditures changed from 2005 to 2011. In hard economic times,
low-income families, who typically pay less for child care,
may look for ways to reduce their child care expenses. They
may rearrange work schedules so parents can share child
care responsibilities, or they may seek help from relatives.
Because this analysis includes only those families with child
care expenditures, it may be that families who paid for child
care in 2011 were those with higher incomes, who typically
spent more on child care overall.

Child Care Expenses Rose from
2005 to 2011

Average monthly child care expenditures increased by 26
percent over six years among families with an employed
mother and children under the age of 6, from $548 in 2005
to $690 in 2011 (in constant 2011 dollars; see Table 1)."°
This increase in child care expenditures translated into an
increase in the percentage of family income spent on child
care, from 8 percent in 2005 to 10 percent in 2011.

TABLE 1. MONTHLY CHILD CARE COSTS, FAMILY INCOME,
AND PERCENTAGE OF FAMILY INCOME SPENT ON CHILD
CARE FOR FAMILIES WITH AN EMPLOYED MOTHER, SPRING
2005 AND SPRING 2011

Percentage of family

Average monthly  Average monthly

child care costs family income in“:::?;g:: on

2005 2011 2005 2011 2005 2011
Total $548 $690* | $7,083  $7,708* 8 10%
Nonmetro | 5435 $458 | $5,494  $5,400 9 9
Metro $569 §725% | $§7,335  98,018* 8 10

Source: 2004 SIPP, Wave 4 and 2008 SIPP, Wave 8
Note: Asterisks signify statistically significant difference from 2005 to 2011 (p <0.05).
2005 values are in constant 2011 dollars.

This increase was observed only in metropolitan (metro)
areas; the amount spent by nonmetropolitan (nonmetro)
families on child care was not statistically different in 2005
than in 2011. Child care expenditures and family incomes
were both lower among nonmetro families than metro fami-
lies in both years, resulting in a similar proportion of total
family income spent on child care across place by 2011.

In 2005, child care expenditures among low-income
families who made payments for child care were similar
in nonmetro and metro areas (see Figure 1). Due to large
increases in the amount spent on child care among low-
income metro families from 2005 to 2011, by 2011 low-
income metro families had higher child care expenditures
than their nonmetro counterparts.

FIGURE 1. AVERAGE MONTHLY CHILD CARE EXPENSES
FOR LOW-INCOME FAMILIES, 2005 AND 2011

$504*%

$390
2365 $340

2005 2011

B Nonmetro Metro

Source: 2004 SIPP, Wave 4 and 2008 SIPP, Wave 8
Note: Asterisks signify statistically significant difference from 2005 to 2011 (p <0.05).
2005 values are in constant 2011 dollars.



Poor and Low-Income Families
Shoulder Larger Child Care
Expense Burden

Child care expenditures represent a heavy burden for
families with fewer economic resources. For example, in
2011, poor families with young children spent 34 percent
of monthly income on child care expenses, just under four
times the share spent by families living above 200 percent
of poverty (see Figure 2). Likewise, families with young
children living at 100 to 199 percent of poverty devoted
20 percent of monthly income to child care expenses,
more than twice the share spent by families living above
200 percent of poverty.

FIGURE 2. PERCENTAGE OF MONTHLY FAMILY INCOME
SPENT ON CHILD CARE, BY MOTHER’S POVERTY STATUS,
SPRING 2005 AND SPRING 2011

20
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. 7 :
In poverty 100% to 199% At or above
of poverty 200% of poverty
M 2005 2011

Source: 2004 SIPP, Wave 4 and 2008 SIPP, Wave 8
Note: Asterisks signify statistically significant difference from 2005 to 2011 (p <0.05).

The pattern of a greater child care expense burden
experienced by poorer families is evident among those
living in both nonmetro and metro America in 2005 and
2011. Nonmetro and metro low-income families spent
substantially larger percentages of monthly income on
child care expenses than families with greater economic
resources (see Table 2).

The percentage of monthly income spent on child
care expenses increased from 2005 to 2011 for families
across the three monthly income levels shown in Table
2. Families earning less than $2,999 per month spent 26
percent of their monthly incomes on child care in 2011,
compared with 20 percent in 2005. In contrast, families
earning $4,500 or more per month spent 8 percent of
their monthly incomes on child care costs in 2011, up
from 7 percent in 2005.
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TABLE 2. PERCENTAGE OF MONTHLY FAMILY INCOME SPENT
ON CHILD CARE AMONG FAMILIES WITH AN EMPLOYED
MOTHER, SPRING 2005 AND SPRING 2011

Percentage of Monthly Family Income Spent on Child Care

Total Nonmetro Metro
2005 2011 2005 2011 2005 2011
Total 8 10* 9 9 8 10

Poverty status
Below 200 percent of poverty 18 23 17 18 18 24
At or above 200 percent of poverty | 7 o | 7 8 8 9

Monthly family income

Less than $2,999 20 26% | 20 21 21 27
$3,000 to $4,499 12 16* 1" 1" 12 17*
$4,500 or more 7 8* 7 7 7 8*

Source: 2004 SIPP, Wave 4 and 2008 SIPP, Wave 8
Note: Asterisks signify statistically significant difference from 2005 to 2011 (p <0.05).

Child Care Subsidies Ease
Expense Burden

Because child care subsidies can reduce child care
expenses to very low amounts or even zero, this next set
of analyses examines low-income families with children
under the age of 6 who attended organized child care,
regardless of whether or not child care incurred a cost.'
Child care subsidies'” are associated with lower average
child care expenditures. In both 2005 and 2011, low-
income families with children under the age of 6 who
received child care subsidies had lower child care expen-
ditures than similar families who did not receive child
care subsidies (see Figure 3), despite similar work hours
among the two groups (both worked an average of 23
hours per week in 2011). In addition, low-income families
receiving child care subsidies had lower monthly fam-
ily incomes than their counterparts who did not receive
subsidies, but each spent similar proportions of monthly
income on child care (data not shown).
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FIGURE 3. AVERAGE MONTHLY CHILD CARE EXPENSES
AMONG LOW-INCOME FAMILIES, BY SUBSIDY RECEIPT,

2005 AND 2011
$381*

$288*

$206
$161

2005 2011

W Subsidy No Subsidy

Source: 2004 SIPP, Wave 4 and 2008 SIPP, Wave 8
Note: Asterisks signify statistically significant difference between subsidy and no subsidy
receipt (p <0.05). 2005 values are in constant 2011 dollars.

Policy Implications

Since 2005, average child care expenditures among
families who paid for child care increased significantly,
especially among metro families. Although average child
care expenses have increased and the number of chil-
dren eligible for and requiring child care assistance has
increased significantly, the number of families receiving
child care assistance has decreased,' as has inflation-
adjusted funding for the Child Care and Development
Block Grant (CCDBG).!” While some low-income families
experienced some relief in 2010 from the American
Recovery and Reinvestment Act (ARRA), which infused
extra funding for child care subsidies, many states have
since run out of these extra funds.

The Obama administration and Congress are seeking
ways to reduce government spending, yet it should be
noted that a gap already exists between the number of
children eligible for child care assistance and the number
served. In 2009, only 18 percent of children eligible for
federal child care assistance actually received it.** This
percentage is likely even lower today, because the number
of children receiving assistance has decreased as the num-
ber of low-income children has grown in recent years.

The high cost of child care can be a barrier to seeking
or maintaining employment among poor and low-income
families. Child care assistance can help low-income fami-
lies find and maintain employment,* which is especially

important as families attempt to rebuild after the Great
Recession. In 2011, families in poverty spent one-third
of their incomes on child care, and families at 100 to 199
percent of poverty spent 20 percent of their incomes on
child care, a much higher proportion than families with
greater economic resources, who spent 9 percent.

Both nonmetro and metro families benefit from child
care assistance. Child care represents a considerable
expense for poor and low-income working families in
America, regardless of location. Many low-income families
depend on child care subsidies to maintain employment,
but affordable, high-quality child care is also important
for the well-being of our children. Because many working
families struggle to make ends meet, child care assistance
not only helps families pay the bills but also provides an
opportunity for child development for their children.

With the looming threat of funding cuts, high child
care expenses can become an even greater burden and
affect more families. Maintaining funding for the CCDBG
should be a strong focus of state and federal policy.

Data

This brief uses data from the Survey of Income and
Program Participation (SIPP) collected in the spring of
2005 and the spring of 2011 by the U.S. Census Bureau.
Following U.S. Census Bureau methodology, the per-
centage of monthly family income spent on child care

is calculated as the ratio of average monthly child care
expenditures (prorated from weekly averages) to average
family monthly income. Low-income families include
those living at or below 200 percent of the federal
poverty level. Comparisons presented in the text are
statistically significant (p<0.05). We use the U.S. Census
Bureau measure of nonmetro residence. Individuals are
classified as metro and nonmetro based on their county
of residence. Metro areas consist of core counties with
one or more cities of 50,000 or more residents plus sur-
rounding counties that are economically tied to the core
county through commuting patterns.
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