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Low Income and Impoverished Families Pay More
Disproportionately for Child Care

KRISTIN SMITH AND KRISTI GOZJOLKO

orking families across the nation are feeling
quueezed by the recession.' The Obama admin-

istration plans to offer aid to struggling families
with new initiatives, including tax credits for child care.
While paying for child care has been a challenge for fami-
lies since long before the recession, low-income families
and those living in poverty have paid disproportionately
more for these services, which allow their children to be
safely cared for while they work or look for work.

Across the nation, states are simultaneously struggling
to balance their budgets, and many are cutting services for
families.? While many states have cut spending for child care
programs, more families are in economic distress and thus
may qualify for a child care subsidy.* The end result is that
more families may be eligible for services that are being re-
duced, which could lead states to implement child care wait-
ing lists. As of early 2009, nineteen states reported waiting
lists for their child care subsidy program, up from seventeen
states a year earlier.*

This policy brief examines the share of income spent on
child care among families with a child under age 6 and an em-
ployed mother who makes child care payments.” We use the
most recent child care data available from the 2004 Survey of
Income and Program Participation (SIPP) Wave 4 Child Care
Topical Module collected in the spring of 2005. The results re-
veal that even prior to the recession there was an unmet need
for child care assistance in rural and urban America alike.

TABLE 1. MONTHLY CHILD CARE COSTS, FAMILY INCOME,
AND PERCENT OF FAMILY INCOME SPENT ON CHILD CARE,
SPRING 2005

Average Average Percent of
monthly child monthly family  family income
care costs income spent on child care
Total $476 $6,159 8
Rural $376 $4,777 9
Urban $495 $6,378 8

Key findings:
« Working families with young children living in pov-
erty pay 32 percent of their monthly family income

on child care, nearly five times more than families at
200 percent of poverty or higher.

Low-income families with an employed mother pay
18 percent of their family income on child care.

Among low-income families, those that received
child care subsidies spent a lower proportion of their
family income on child care.

Child Care is a Considerable
Expense for Poor and
Low-Income Families

Families with children under age 6 with an employed mother
spent 8 percent of their monthly family income on child care
in 2005 (see Table 1). Rural families pay less per month for
child care on average than urban families ($378 compared
with $495). Rural families also earn less per month than
urban families ($4,777 compared with $6,378). As a result,
rural and urban families spend a similar proportion of their
family income on child care.

Child care costs hit families with fewer economic resourc-
es harder. Families with young children living in poverty
devote 32 percent of their monthly family income to child
care, two times the share paid by families living just above
the poverty level and nearly five times the percentage paid by
families living at 200 percent of poverty or higher (see Figure
1). Low-income families, those living at or below 200 percent
of poverty, spent 18 percent of family income on child care
(see Table 2).
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TABLE 2. PERCENT OF MONTHLY FAMILY INCOME SPENT
ON CHILD CARE, SPRING 2005

Percent of monthly family
income spent on child care

Total  Rural Urban

Total 8 9 8
Low income status

At or below 200 percent of poverty 18 17 18

Above 200 percent of poverty 7 7 8
Monthly family income

Less than $1,500 30 24 32

$1,500 to $2,999 18 16 18

$3,000 to $4,499 12 11 12

$4,500 or more 7 7 7
Mother’s education

Less than high school 12 16 11

High school or some college 10 10 10

College graduate 7 6 7
Child care subsidy receipt®

Receive subsidy 14 16 13

Do not receive subsidy 19 17 20

a. Includes families living at or below 200 percent of poverty.

In another example, families earning less than $1,500
per month spent 30 percent of family income on child care,
while those earning $4,500 or more per month spent only 7
percent (see Table 2).

This pattern of a greater cost burden on poorer families
is evident in both rural and urban America. However, the
burden is more pronounced in urban than rural families. This
discrepancy stems from the higher child care costs in urban
areas (see Figure 2). Even so, the child care cost burden among
rural families living in poverty is high—more than one-quar-
ter of their family income goes to child care expenses.

Low-income rural and urban families spent a similar per-
centage of their family income on child care, a substantially
larger share than families with greater economic resources
(see Table 2).

FIGURE 1. PERCENT OF MONTHLY FAMILY INCOME SPENT
ON CHILD CARE BY MOTHER’S POVERTY STATUS,
SPRING 2005
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All mothers
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Rural Families with Less
Education Shoulder Larger
Child Care Cost Burdens

Employed mothers with less than a high school degree pay

a higher proportion of their family income on child care
than their counterparts with college degrees (see Table 2).
This gap is more pronounced in rural than urban areas.
Further, rural families with less maternal education shoulder
a larger child care cost burden than corresponding urban
families (16 percent compared with 11 percent). Lower fam-
ily income in rural areas is the driving factor in this greater
burden, given that child care costs are similar in rural and
urban areas among these families.

Child Care Subsidies Ease
Cost Burden

Low-income families receiving child care subsidies spent a
lower proportion of their family income on child care—14
percent compared with 19 percent of total family income
among those not receiving a subsidy (see Table 2). Urban
areas are driving this gap. In rural areas, low-income fami-
lies spent a comparable share of their total family income
on child care regardless of whether they received a child
care subsidy. Low-income rural families receiving child
care subsidies pay a lower amount per month on child care,
but the reduction is smaller than that seen for urban fami-
lies, likely because child care costs are lower in rural areas
(see Figure 3).
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FIGURE 2. MONTHLY CHILD CARE COSTS FOR POOR AND
LOW-INCOME FAMILIES, SPRING 2005
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Policy Implications

As the Obama administration and Congress contemplate
ways to assist struggling families, measures that reduce the
amount families pay for child care can go a long way to help
families make ends meet. In 2010, Congress will debate
whether to reauthorize the Child Care and Development
Block Grant (CCDBG), which funds state child care as-
sistance programs. Even prior to the recession, there was a
gap between the number of children eligible for child care
assistance and the number served. In 2000, only one in seven
children eligible for federal child care assistance received it.°
Families in poverty spent one-third of their income on child
care, nearly five times the amount spent by families living
at 200 percent of poverty or higher. Likewise, low-income
families spent 18 percent of their family income on child
care, twice the amount paid by families with greater eco-
nomic resources. With the recession hitting families hard,
child care assistance has become even more important for
working families. Funding for child care assistance should be
included in any efforts to help families during this recession.

The 2009 American Recovery and Reinvestment Act
(ARRA) provided additional funding for the CCDBG and
in turn helped some states avert cuts to their child care pro-
grams. For example, states used the funds to maintain ser-
vices for children and families already receiving assistance
and to avoid waiting lists.” Some states are still spending
their ARRA child care assistance funds, yet many states face
new shortfalls in 2010 that will not be offset by the invest-
ments in ARRA.

In hard times, affordable, high-quality child care takes
on growing importance, as many families, particularly
those with low incomes, struggle to make ends meet. Child
care subsidies are an important work support because they

FIGURE 3. MONTHLY CHILD CARE COSTS BY RECEIPT OF
CHILD CARE SUBSIDY AMONG LOW-INCOME FAMILIES,
SPRING 2005
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reduce the amount low-income families pay for child care.
The high cost of child care can be a barrier to seeking or
maintaining employment for these families. Child care is
particularly salient for rural families with young children
because both rural single and married mothers with children
under age 6 are more likely to be employed than their urban
counterparts and because rural families have fewer child
care options.®

Rural and urban families both benefit from child care
assistance. Child care is a considerable expense for poor and
low-income working families in rural and urban America.
Many low-income families depend on child care subsidies as
a work support. As more families become eligible for subsi-
dies, increased investment in child care assistance is essential
to help families maintain and seek employment.

Data Used

This brief uses data from the SIPP collected in the spring of
2005 by the U.S. Census Bureau. Following U.S. Census Bu-
reau methodology, the percentage of monthly family income
spent on child care is calculated as a ratio of average monthly
child care payments (prorated from weekly averages) to av-
erage monthly family 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 at the 0.05 level.
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