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Working Families Are Spending
Big Money on Child Care
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American families are struggling with the costs of child care—a key element in the
ever-rising expenses associated with middle-class opportunity. Quality, affordable
child care allows parents who want to work to stay in the labor force, encourages the
healthy development of young children, and supports families at a stage in their lives
during which small investments return large social dividends." Absent large-scale
policy action on this issue, young adults have reported child care expenses as the top
reason they are having fewer children than they would like.? In fact, in 2018, the U.S.
fertility rate fell to a record low for the third straight year, falling below the replace-

ment rate needed to keep the population constant from one generation to the next.?

For those who do have young children, parenthood in the United States can feel like
arelentless series of financial challenges. Over the past two decades, middle-class
wages have barely kept pace with the rate of inflation, while the costs of securing a
family in the middle class—including the necessary costs of housing, education,
health care, and child care—have risen considerably.* During this same time, income
inequality has escalated, with wealth and incomes for the top 1 percent and the

upper middle class pulling away from the rest of Americans.’®

Under the current policies, most parents must cover the full cost of child care on
their own, an expense that few can afford. Even low-income families—whose chil-
dren likely qualify for child care assistance—are often forced to pay for child care,
since fewer than 1 in 6 subsidy-eligible children receives assistance.® Meanwhile, to
the extent that child care is affordable for parents at all, this is only because the child
care workforce effectively subsidizes child care costs with low worker wages. The

typical U.S. child care worker earns just $11 per hour.”

In reality, most young children have working parents, making child care integral

to family life.* To understand better the cost burden on families and the types of
arrangements that parents make to manage financially, this issue brief examines
recent data on child care payments and patterns that provide insight into the types
of child care that families use. This issue brief reports findings from a new analysis

of child care spending data from the most recent wave of the Survey of Income and
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Program Participation (SIPP), released in May 2019.° (see Methodological note)
This nationally representative survey, designed and implemented annually by the
U.S. Census Bureau, offers broad-ranging, detailed information on households’
income dynamics, assets, health insurance, employment, participation in assistance
programs, and child care arrangements, among other subjects. The author analyzed
family incomes, demographics, child care spending, and the number and types of

child care arrangements used by families with at least one child under age S.

An overview of the SIPP results

The results of the child care spending analysis show that among working fami-

lies with children under age 5 that pay for child care, average child care spending
amounts to nearly 10 percent of the average family income, or 40 percent higher
than the U.S. Department of Health and Human Services’ definition of affordabili-
ty.'* This is also an 11 percent increase from the 8.9 percent of average family income
spent on child care that the U.S. Census Bureau found in a 2013 analysis of SIPP
data." Lower-income families spend a much higher percentage of their income on
child care, while higher-income families spend more overall. This is not surprising,
given that higher-income families use licensed child care—which is likely to be safer
and of higher quality—much more frequently than lower-income families. Finally,
all families, regardless of their income level, frequently juggle multiple child care
arrangements, with more than half of young children in multiple child care arrange-

ments and nearly one-quarter using three or more arrangements.

Increases in the share of families paying for child care and the amount they are
spending would not necessarily be a bad thing if families were using higher-quality
care for their children. However, the findings in this issue brief show that middle-
class and low-income working families have less access to licensed child care but
must spend a larger share of their income when they do pay for child care. It is
important to consider the long-term economic impacts of these findings, as the
middle class is shrinking in most metropolitan areas and wage growth is increasingly
concentrated among the richest households." A public investment in child care can
effectively act as wage increases for millions of middle-class and low-income fami-

lies, who are often in their lowest earning years as young adults.

Child care spending among working families with young children

According to the U.S. Department of Health and Human Services (HHS), child care
is considered affordable if it costs families no more than 7 percent of their income.
Across nearly every category—whether it be marital status, race, age, education level,
or income—families paying for child care spend, on average, a greater share of their
income than the HHS benchmark of affordability." In fact, on average, working
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families paying for child care spend about 40 percent more than what is considered
affordable.'* The Survey of Income and Program Participation asks parents how much
their family spends on child care in a typical week, for all children under age 15.
While most child care spending is on care for children younger than age 5, school-age
children with working parents can also require child care before or after school." The
resulting household-level estimates of child care costs consider the full array of child

care expenses that families incur so that parents can participate in the workforce.

A descriptive summary of child care spending by demographic variables is presented
in Table 1. It shows the number of families with children under age 5, the percent-
age of families making child care payments, and the average income and child care
expenditure among families with children under age S in which the surveyed par-
ent—almost always the mother—is employed.'® The author uses the term “working

families” to refer to these households in the discussion of the findings.

These 5.1 million working families spent an average of $250 per week on child care,
which is about 10 percent of the average family income."” Since child care expendi-
tures were recorded slightly differently in the 2014 SIPP than in the 2008 SIPP, this
increase in child care spending could be partly due to changes in the survey design.'®
Additionally, without more information about the quality of the child care these
parents are paying for, it is difficult to determine whether this increase in spending

comes from rising costs of child care or greater demand for higher-quality child care.

About 30 percent of working families with children under age 5 are considered low
income.” Only 4 in 10 low-income working families pay for child care, but among
those that do, child care costs consume 35 percent of their income—five times more
than what is considered affordable. Middle-class working families making from

200 percent to 399 percent of the federal poverty level are spending an average of
14 percent of their income on child care, which is twice the child care affordability

standard. (see Figure 1)

SIPP data show that high-income families are much more likely to pay for child care.
As other research has noted, while the mean of child care spending has risen dra-
matically in recent years, the median has not risen as quickly.* This is because high-
income parents are increasing their investment in their children’s care and education
at a faster rate than ever before.”' This raises concerns about widening inequalities
among young families in the absence of wide-ranging public investment in early care

and education.
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TABLE 1
More than half of working families with children under age 5 pay for child care

Child care spending and share making payments among families with employed mothers, by selected characteristics

Number of families Share of families  Average weekly Share of families'
(rounded to nearest making child child care Average monthly monthly income
thousand) care payments expenditures family income  spent on child care

All families with children under age 5 9,180,000 55% $250 $10,981 10%
Mother's marital status

Married 6,052,000 61% $273 $13,685 9%

Divorced, separated, or widowed 778,000 54% $196 $5,505 15%

Never married 2,349,000 41% $192 $3,623 23%
Mother's race/ethnicity

White (including Hispanic) 6,567,000 55% $249 $11,043 10%

Non-Hispanic white 5,112,000 58% $263 $11,771 10%

Black 1,734,000 51% $186 $7,033 1%

Asian 507,000 67% $421 $21,242 9%

Hispanic (of any race) 1,660,000 48% $212 $8,201 1%
Mother's age

15-24 years 840,000 41% $134 $3,872 15%

25-34 years 4,924,000 52% $247 $9,815 1%

35+ years 3,416,000 63% $273 $13,502 9%
Mother's education level

Less than high school 684,000 35% $180 $4,611 17%

High school 1,748,000 39% $166 $5,269 14%

Some college 2,696,000 50% $205 $5,871 15%

Bachelor's degree 2,273,000 64% $266 $13,515 9%

Graduate or professional degree 1,779,000 75% $334 $17,414 8%
Income relative to the federal poverty level

Less than 200 percent (less than $50K for a family of four) 2,699,000 40% $188 $2,319 35%

200-399 percent ($50-100K for a family of four) 2,807,000 51% $197 $5,979 14%

400-599 percent ($100-150K for a family of four) 1,556,000 63% $224 $9,844 10%

More than 600 percent (more than $150K for a family of four) 2,037,000 76% $362 $22,654 7%

Note: This analysis omits families without income. The current federal poverty level for a family of four is $25,750.

Source: Author’s analysis of U.S. Census Bureau, "Survey of Income and Program Participation, 2014 Panel Wave 3, available at https://www.census.gov/programs-surveys/sipp/data/datasets/2014-panel/wave-3.html (last accessed
June 2019).
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FIGURE 1
Low-income working families spend more than one-third of their income
on child care

Share of income spent on child care among paying families
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Note: The current federal poverty level for a family of four is $25,750.
Source: Author's analysis of U.S. Census Bureau, "Survey of Income and Program Participation, 2014 Panel Wave 3," available at https://www.cen-
sus.gov/programs-surveys/sipp/data/datasets/2014-panel/wave-3.html (last accessed June 2019).

The overall share of working families paying for child care increased by more than
20 percent since the last SIPP census report, rising from a rate of 45.5 percent of
families to 55.3 percent.”” The largest increases in the share paying for child care
were among families with mothers over age 35, Non-Hispanic white mothers, Asian
mothers, and mothers with a bachelor’s degree or higher. Each of these groups is
associated with higher family incomes than the other groups within their category—
race or education level, respectively—supporting the observation that higher-

income families are more likely to pay for child care.

As with the percentage of families paying for child care, there are differences in the
share of family income spent on child care between groups with different demographic
characteristics. For example, unmarried parents spend more than twice what married
couples spend as a proportion of their family income. Parents without a high school
degree spend a much bigger portion of their paycheck on child care than parents who
are college graduates, though they are only half as likely to pay for it at all. Unmarried
parents and parents without a high school degree earn less, on average, than groups
that spend a smaller share of their income on child care. In absolute terms, these fami-
lies pay less for care than their higher-income peers. Relative to their lower incomes,

however, child care is a larger expense for these low-income families.

Number and type of working families’ child care arrangements

The cost of child care can vary significantly by the type of child care. Families often
consider a variety of factors when selecting child care, including cost, location, qual-
ity, and operating schedule. For low-income families, cost and location constraints

are driving factors behind the type of child care they use. Table 2 reports the share
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of children in each type of child care arrangement recorded by the SIPP. The survey
allows parents to indicate as many child care arrangements as they need for each
child, although the number of hours is not recorded for each care arrangement.
Thus, this analysis cannot determine the primary child care arrangement where

the child spends the most time. For this table, the author has combined substan-
tially similar categories for the sake of comparability with previous Census Bureau
analyses of the SIPP.** The population of interest for this analysis is the estimated
15.7 million children under age S in at least one child care arrangement while their

parents are working, in school, or otherwise unavailable to care for them.**

TABLE 2
Most young children spend time in multiple child care settings

Child care arrangements for children under age 5

Number of Percentage of children whose  Percentage of

Type of care arrangement children parents report using child care  all children
Any relative care 12,517,372 79.7% 63.0%
Surveyed parent 3,031,813 19.3% 15.3%
Other parent 5,583,830 35.6% 28.1%
Sibling (over age 15) 472,619 3.0% 2.4%
Grandparent 8,856,012 56.4% 44.6%
Other relative 3,530,107 22.5% 17.8%
Any licensed child care 7,328,628 46.7% 36.9%
Child care facility 7,012,917 44.7% 35.3%
Child care center 4,842,353 30.9% 24.4%
Preschool or pre-K 3,517,587 22.4% 17.7%
Head Start program 1,709,608 10.9% 8.6%
Family child care home 1,753,898 11.2% 8.8%
Unlicensed nonrelative care 3,789,835 24.1% 19.1%
Self-care 143,149 0.9% 0.7%
At S s -
All children under age 5 19,875,373 - -

Note: Rows sum to more than 100 percent because many families use more than one child care arrangement.

Source: Author’s analysis of U.S. Census Bureau, “Survey of Income and Program Participation, 2014 Panel Wave 3, available at https.//
WWW.Census.gov/programs-surveys/sipp/data/datasets/2014-panel/wave-3.html (last accessed June 2019).

For this population of young children, there are three broad child care categories:
relative care, which includes parents, siblings, and grandparents or other relatives;
licensed child care, which includes child care centers, preschool or pre-K, Head Start
programs, and family child care homes; and other child care arrangements, such as
self-care, in which the child is left alone without a caregiver, or unlicensed nonrelative

care. An estimated 80 percent of children under age 5 spend at least some time with
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a relative during the week; 47 percent spend some time in licensed child care; and 24
percent spend some time in an unlicensed, nonrelative child care setting. About 56
percent of young children who need child care spend at least some time in the sole
care of a grandparent.” Typically, this is not their only child care arrangement. More
than half of children under age S who need child care are in two or more care arrange-
ments, with 25 percent in three or more care arrangements. While grandparent care is
most common, a growing share of children under age 5S—47 percent—spend at least
some time in a licensed child care setting such as a child care center, pre-K, Head Start
programs, or a family child care home. These categories sum to more than 100 percent

because most children are in multiple child care arrangements.

After dividing the larger category of relative care into three distinct groups—nuclear
family, grandparents, and other relatives—the author examined the prevalence of mul-
tiple care arrangements across the resulting five basic child care types: licensed care;
nuclear family care; grandparent care; other relative care; and nonrelative unlicensed
care. Using these five categories, this study finds that 56 percent of young children
spend time in at least two types of child care, with 24 percent spending time in three or

more types of care and S percent spending time in four types of care.*

Use of licensed child care for children in families in the top income quintile is twice
as high as use in the bottom income quintile. (see Figure 2)*” States set standards
that child care providers must meet in order to become licensed in that state, includ-
ing the number of children a provider can care for before licensing is required,
fireproofing, and minimum adult-to-child ratios. Nonprofit, for-profit, or publicly
funded child care providers make up the licensed child care market. The increased
rate of licensed child care among high-income families is likely part of the reason
that high-income families are more likely to pay for child care, as well as why they

are paying more for child care, on average.

FIGURE 2
High-income families are twice as likely to use licensed child care as
low-income families

Share of families using licensed child care, by income quintile
Top quintile
4th quintile
3rd quintile
2nd quintile

Bottom quintile
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Source: Author's analysis of U.S. Census Bureau, "Survey of Income and Program Participation, 2014 Panel Wave 3," available at https://www.cen-
sus.gov/programs-surveys/sipp/data/datasets/2014-panel/wave-3.html (last accessed June 2019).
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Conclusion

Child care affordability should be a central goal for policymakers pursuing an inclu-
sive growth strategy for the American economy—one that generates short-term as
well as long-term economic benefits. Lawmakers must act to invest in solutions that
increase child care supply, support child care workers, and make quality child care
affordable for working families. The recently reintroduced Child Care for Working
Families Act is one current proposal that addresses costs while also ensuring quality.
It does so by greatly increasing child care assistance for low-income and middle-class

families and raising wages considerably for the underpaid child care workforce.?®

Better work-family policies are likely to pay for themselves in the long run, while act-
ing as an economic catalyst for labor supply in the short run. An equitably designed
policy approach can also direct many of the benefits to women, middle-class work-
ing families, and families of color, who have shouldered the cost of policy inaction
for decades. A progressive economic growth strategy that includes bold child care
investments will help families at a critical moment in their lives, allowing more
young parents to stay in the labor force while improving the quality of child care for

millions of children.

Rasheed A. Malik is a senior policy analyst for Early Childhood Policy at the

Center for American Progress.

Methodological note

For this issue brief, the author analyzed the 2014 panel of the Survey of Income and
Program Participation, which conducted annual waves of interviews with a nation-
ally representative sample of about 53,000 households and was released in 2019.
This analysis uses data from Wave 3, for which interviews were completed in June
2016. Questions about child care arrangements were asked of the reference par-

ent for each child under age 15. In most cases, the mother is the reference parent.

If neither parent is in the household, the guardian is the reference parent. Usage

of child care arrangements, as well as child care expenses, refer to a typical week

in December of the reference year, which for Wave 3 interviews is 2015. The SIPP
does not collect information on hours, location, or cost per arrangement. Reference
parents were asked about how much they spent on child care overall, for all arrange-

ments for all their children.
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24 Note: There are approximately 19.8 million children under
age 5 in the United States. The author estimates from the
SIPP that 21 percent of these children are always in the
care of a parent, without any need for child care.
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Note: “Children needing care”is defined as the 79 percent
of children under age 5 who spend some time in the care
of someone else while the surveyed parent works/goes to
school/is not available.

26 The five categories that the author constructed are “li-

na n,

censed care,""nuclear family,"“grandparent,”“other relative,’
and “nonrelative care! Licensed care contains the following

types of care: child care center; nursery/preschool; Head
Start; and family child care. Nuclear family care contains
the following types of care: reference parent; spouse; or
sibling over age 15. The other three categories are taken
from the SIPP itself.

27 Note: This data set does not identify which providers are
licensed, so the author has used a set of provider types as
a proxy for licensure. This includes Head Start, family child
care homes, child care centers, and nursery schools or
preschools.

28 Child Care for Working Families Act of 2019, H.R. 1364,
116th Cong., 1st sess. (February 26, 2019), available at
https://www.congress.gov/bill/116th-congress/house-
bill/1364/text.
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