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for them to afford the full cost of care when they lose 
a child care subsidy. This puts families in the unten-
able position of having to choose between absorbing a 
financial loss despite increased earnings or putting their 
children in cheaper care that may be of lower quality 
and less reliable.

Federal rules allow states to extend child care subsidies 
to families with income up to 85 percent of the state’s 
median income – the equivalent of about 300 percent 
of the poverty level in Colorado. Figure 6 illustrates the 
potential impact of raising the income limit for child 
care subsidies in Denver closer to this level. In this ex-
ample, the income limit has been raised to 275 percent 
of poverty – about 75 percent of state median income – 
with family copayments rising at an increased rate once 
earnings exceed the current eligibility limit.

Raising the income eligibility limit for subsidies can 
substantially reduce the child care cliff and ensure that 

families with subsidies can continue to make ends meet 
as they work and earn more. As seen Figure 6, for ex-
ample, the loss of child care assistance at 275 percent of 
poverty would not send the family’s net resources below 
the breakeven line. The family would remain able to af-
ford basic expenses, with a small surplus left at the end 
of year. In addition to raising income limits, other steps 
to expand access to child care subsidies are critical. The 
participation barriers that result in low coverage rates 
need to be addressed.

Another way to phase out child care assistance more 
slowly would be to expand Colorado’s state child care 
tax credit so that it meaningfully offsets the high cost of 
care for families without subsidies. Tax credits are easier 
to access and typically have much higher participation 
rates than other types of benefits. A more generous 
credit could also assist families who have subsidies, but 
struggle to cover the program’s copayments along with 
their family’s other basic needs. For working families 

Figure 6. Net Family Resources Showing Impact of Hypothetical Change in Child Care Subsidy Policy:  
Single-Parent Family of Three, Denver County, CO29 
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Annual net resources: Annual resources minus annual expenses. 

Annual earnings: Assuming full-time work (40 hours/week, 52 weeks/year). 

Breakeven line: The point where the family’s resources, including earnings and benefits, equal the family’s basic expenses. 

Work supports: When eligible, the family receives the EITC, the state child care tax credit, food stamps, public health insurance for children, and a child care  
subsidy. The parent is ineligible for public health insurance for herself throughout this earnings range. 

Source: Analysis based on NCCP’s Family Resource Simulator, Colorado 2007. Results based on a single parent with two children, ages 3 and 6. 
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with preschool-aged children, expanded access to free 
or subsidized full-day prekindergarten programs would 
make a substantial difference as well.30

Colorado’s current child care policies assist only a small 
portion of families who potentially need help with the 
cost of child care. And the families who do receive sub-
sidized care may face untenable choices, such as turn-
ing down a raise or choosing cheaper – and potentially 
lower-quality, less-safe, and less-reliable – care for their 
children. To provide affordable child care that meets the 
needs of working parents and their children, Colorado 
needs to reform its policies so that low- to moderate-
income workers can afford high quality child care and 
their families can get ahead if they work hard and earn 
more.
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Appendix A: Basic Needs Budgets Across Four Colorado Counties	
 

	 Denver	 El Paso	 Mesa	 Morgan 
	 County	 County	 County	 County

Rent and Utilities	 $10,908	 $9,420	 $7,224	 $6,960 

Food	 $5,402	 $5,402	 $5,402	 $5,402 

Child Care	 $12,493	 $7,983	 $9,205	 $7,859 

Health Insurance	 $2,768	 $2,768	 $2,768	 $2,768 

Transportation	 $3,669	 $3,904	 $3,949	 $4,493 

Other Necessities*	 $4,404	 $4,002	 $3,409	 $3,338 

Payroll and Income Taxes	 $5,022	 $2,379	 $1,725	 $1,216 

TOTAL	 $44,665 	 $35,858 	 $33,681 	 $32,034  

Hourly wage (40 hours/week, 52 weeks/year)	 $21	 $17	 $16	 $15	

* Examples of “other necessities” include clothing, school supplies, household items, and personal care expenses.

Source: NCCP’s Basic Needs Budget Calculator, Colorado 2007. Results based on a single parent with two children, ages 3 and 6, with children in center-based 
care (the older child is in after-school care) and employer-based health insurance for all family members. For more information about how family expenses are 
calculated, see Appendix B.

Basic Needs Budget for a Single-Parent Family of Three, Colorado
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NCCP’s Family Resource Simulator is a web-based 
tool that allows users flexibility in determining the cost 
of basic family expenses. The Simulator provides cost 
estimates for housing, food, child care, transportation, 
health insurance, and other necessities. These estimates 
are calculated based on a methodology that draws on the 
Self-Sufficiency Standards developed by Diana Pearce for 
Wider Opportunities for Women and on the Economic 
Policy Institute’s Basic Family Budgets. Users of the web-
based tool may also enter their own cost estimates. 

For the analyses in this report, the Simulator’s default 
estimates were used. These estimates were calculated 
following the methodology described below, except 
where costs were offset by in-kind benefits – e.g., child 
care subsidies or public health insurance. In those 
cases, expenses were calculated based on program rules. 
For example, the cost of child care for a family with a 
subsidy reflects the copayment the family would pay in 
Colorado’s child care assistance program.

Appendix B: Methodology for Calculating Expense Estimates

Rent and Utilities	T he cost of rent and utilities is estimated based on the Fair Market Rent (for a two-bedroom unit) 
determined by the U.S. Department of Housing and Urban Development. 

Food 	T he cost of food is estimated based on the Low-Cost Food Plan developed by the U.S. Department 
of Agriculture. 

Child Care 	T he cost of child care is estimated based on the provider payment rates for center-based care in 
Colorado’s child care assistance program (in Denver, where there is a tiered rating system, 3-star 
rates are used). The Family Resource Simulator assumes that a 3-year-old needs full-time care 
while the parent(s) work and a 6-year-old needs part-time (e.g., after-school) care.

Transportation	 In all Colorado counties, the Simulator assumes that the family uses private transportation. Cost 
estimates are calculated based on the Economic Policy Institute’s Basic Family Budget methodol-
ogy, which relies on data from the 2001 National Travel Household Survey, the 1990 Nationwide 
Personal Transportation Survey, and the IRS cost-per-mile rate (for more information, see www.
epinet.org/datazone/fambud/fam_bud_calc_tech_doc.pdf).  

Health Insurance	T he cost of health insurance is estimated based on the average employee contribution for em-
ployer-based coverage in Colorado’s private sector, according to the Medical Expenditure Panel 
Survey (MEPS) conducted by the federal Agency for Healthcare Research and Quality (for more 
information, see www.meps.ahrq.gov/mepsweb/data_stats/quick_tables.jsp). Estimates reflect state 
averages for “family coverage” for a family plan and “single coverage” for a single parent (when 
children are covered by public insurance). 

Other Necessities	T he cost of other necessities is estimated based on the Economic Policy Institute’s Basic Family 
Budget methodology, which relies on data from the Consumer Expenditure Survey (for more infor-
mation, see www.epinet.org/datazone/fambud/fam_bud_calc_tech_doc.pdf). It equals 27 percent 
of the sum of the family’s (unsubsidized) housing and food costs.

Payroll and Income Taxes	T he cost of payroll and income taxes is calculated following federal and state tax regulations. 
Income tax calculations take into account the Child Tax Credit and the Child and Dependent Care 
Tax Credit but not the federal Earned Income Tax Credit or the refundable state child care tax 
credit. These credits are considered work supports and when the family receives such benefits (as 
indicated in the text), they are included in family resources.
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