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Iowans pay differing amounts for the basic living essentials depending on where they live. A family
living in Linn County and a family living in Clay County will face different housing costs, commuting
times and health insurance premiums; child care costs will differ as well. This report details how much
families throughout the state must earn in order to meet their basic needs and underscores the
importance of public work support programs for many Iowans, who despite their work efforts, are not
able to pay for the most basic living expenses. This report also details, for the first time, how many
working Iowa families are falling below a minimum cost of living threshold.
The basic-needs budgets constructed for this report represent a very frugal living standard; using 2011
costs, we have intentionally constructed budgets based on what is needed to “survive” rather than
“thrive.” This includes allowances for rent, utilities, food prepared at home, child care, health care,
transportation, clothing and other household necessities. The budgets show the after-tax income an Iowa
family would require to meet basic needs without the benefit of public assistance or work supports; this
report focuses on non-senior Iowa households with a working adult.1
Working Iowans Struggling to Pay for Basic Living Expenses

Iowans work hard to support their families. Iowa ranks first in the nation in the percent of children under
6 years of age with all parents in the labor force (75.6 percent).2 Despite their work efforts, families’
earnings are not keeping up with rising costs. Using a conservative cost of living threshold, we can more
accurately estimate the number of Iowa families struggling to make ends meet than was previously
possible with federal poverty measurements. Expanding upon previous Cost of Living in Iowa studies,3
we have constructed basic budgets for 26 different family types – single persons, couples and single
parents, with varying numbers of children under 19 living at home, and with either one or two workers
in the case of married couples —
accounting for nearly all nonsenior Iowa households with a
working adult.4
Statewide, almost 23 percent of
Iowa households are earning
incomes below what is needed to
meet their basic needs. However,
there is considerable variation in
the prevalence of financial
struggle across family types (see
Table 1), with nearly three out of
four single-parent households
falling short of what is needed.

More than a quarter of single adults and more than one-fifth of
married couples with children also fall short. While they face the
fewest difficulties as a group, earnings fall short of basic needs for
still almost 1 in 8 married couples without children.
Cost of Living Threshold Is More Accurate
Than Federal Poverty Guideline

Federal poverty guidelines are the basis for determining eligibility
for public programs designed to support struggling workers.
However, the federal guidelines do not take into account regional
differences in basic living expenses and were developed using
outdated spending patterns more than 45 years ago. The
calculations that compose the federal poverty guidelines assume
food is the largest expense, as it was in the 1960s, and that it
consumes one-third of a family’s income. Today, however, the
average family spends less than one-sixth of its budget on food.
Omitted entirely from the guideline, child care is a far greater
expense for families today with 23.5 million women with children
under 18 in the labor force.5 Transportation and housing also
consume a much larger portion of a family’s income than they did
45 years ago.6 Considering the vast changes in consumer spending
since the poverty guidelines were developed, it is no wonder that
this yardstick underestimates what Iowans must earn to cover their
basic needs. Table 2, below, shows that a family supporting
income, based on a basic-needs budget, is about twice the federal
poverty guideline. As the largest areas of families’ budgets
(housing, transportation and child care) continue to grow, there
will be an increasing disconnection between actual basic needs and
the federal poverty guidelines used to describe and assist
struggling Iowans.
Basic-needs budgets — adjusted for regional differences and
modern spending patterns — provide a more accurate picture of
what families need to get by in Iowa. The family budgets
constructed for this study represent a very frugal living standard
Table 2. Official Poverty Thresholds Far Below Family Supporting Incomes
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Key Assumptions
in Basic Needs Budgets
 The family cooks and eats all
meals at home, at the cost of the
USDA Low-Cost family food plan.
 The cost of rent and utilities is
based on the HUD Fair Market
th
Rent (FMR) at the 40 percentile
level for a house of appropriate size
in the local area.
 Health care expenses include
insurance costs as well as out-ofpocket costs. Insurance premium
costs are an average of the
employee share of employersponsored insurance and the costs
of non-group or private insurance
policies.
 Workers drive to work, and
families have other expenses for
basic transportation needs, but
recreational uses of transportation
are not included.
 On weekdays, all children are in
child care when not in school during
normal working hours, except those
in two-parent families with only one
parent working.
 Child care costs are calculated
using county averages for the
home-based care of a 2-year-old
toddler and a school-age child of 6
to 10 years based on data from
Iowa Child Care Resource and
Referral Networks. In other words,
costs would be higher for families
using center-based care, with an
infant, or with two children under
school age, and lower if all children
were in school.
 The budget includes expenses
for clothing, telephone service, and
basic household maintenance
items.
 Property taxes are included in
rent; sales taxes are included in
spending.
 All income consists of wages
and salaries; workers are employed
full-time and year-round. Payroll
taxes are paid on all income, and
federal and state income taxes and
credits are calculated assuming the
standard deduction and use of all
available credits and exemptions.

and include allowances for housing (rent and utilities), food, child care, health care, transportation,
clothing and other household necessities. (See Appendix 1 for a complete explanation of the
methodology.) No money is included for debt payments; for education or skill training; for gifts,
entertainment, vacations, or restaurant meals; or for savings of any kind, including retirement. Our
report illustrates the importance of existing work support programs, such as the Earned Income Tax
Credit (EITC), Iowa’s Child Care Assistance (CCA) program, and public health insurance. Expanding
these critical programs would help more of Iowa’s working families make ends meet.
Each basic family budget applies to a particular family type — given the number of family members, the
ages of the children, and the employment status of the adults. It represents the after-tax income needed
to meet basic needs. Our analysis next calculates the before-tax income (wages and salaries) necessary
to provide that required after-tax income, and the hourly wage needed to generate that annual income
assuming workers were employed full-time, year round. The income tax calculation includes the offset
provided by the federal and state Earned Income Tax Credits, which are refundable, and all other credits
for which the family is eligible.
Iowa Basic Needs Budgets
Single-Parent Families

As both the primary caregiver and earner,
single parents have considerable
responsibilities. Table 3 displays the
various costs single-parent households
incur in order to meet their families’ basic
needs. In Iowa, there are about 156,000
single-parent families.7 A single parent
with one child must earn $17.91 per hour
to provide this very basic standard of
living for the family. A single parent with
two children needs to earn $24.06 — 34
percent more — to adequately support his
or her family. Child care costs alone
consume 19 percent of a single-parent’s
family budget with one child and 23
percent with two children. In fact, monthly
child care costs for a single parent with
two children are almost as large as housing
costs. Nearly three-fourths of Iowa’s
working single parents earn less than the
supporting wage (see Table 1).

Table 3. Basic Family Budgets for Single-Parent Families in Iowa

Data suggest that finding jobs with adequate
wages for single parents is extremely
challenging. This is particularly true for women,
who head the vast majority of single-parent
households in Iowa and earn 74 percent of what
their male counterparts earn.8 These findings
underscore the critical importance of expanding
work-support programs that can fill in the gaps
between wages and basic living expenses.

An estimated 74 percent of working singleparent families in Iowa earn less than the
minimum amount needed to meet basic needs.
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Two-Parent Families

We estimate basic family budgets for four
two-parent family types. First, we examine
two families with both parents working
outside the home, and then two families
with one parent working and one parent at
home caring for the children. The families
are assumed to have either one child or
two children.

Table 4. Basic Family Budgets for Families with Two Parents,
Both Working

Transportation, child care and housing are
the most significant costs for two-parent
families in Iowa with both parents
working outside the home (Table 4). Child
care alone consumes 15 percent of the
household budget for a one-child family
with both parents working and 19 percent
if there are two children.
In the majority of two-parent families in
Iowa, both parents work full time. If they
have only one child, each working parent
must earn $11.53 per hour to make ends
meet. For families with two children, each
parent must earn $14.15 per hour, or 23
percent more.

Table 5. Basic Family Budgets for Families with Two Parents,
One Working

Families with one stay-at-home parent
require about one-third less household
income than families with two working
parents. This is largely because families
with one stay-at-home parent do not have
to pay child care costs, which, for a twochild family with both parents working,
would cost $807 per month. Though twoparent families with one worker require
less income to get by, the working parent
must earn
significantly
An estimated 23 higher wages than
percent of two- he or she would if
parent families with both parents were
working. Twochildren and 12
parent families
percent of married with one parent
couples without working also save money on transportation. Working adults in families with one
children in Iowa earn child and one stay-at-home parent must earn $16.77 per hour to support the
less than the family (Table 5). With two children in the family, the working parent must earn
amount needed to $18.99, The higher cost of living for two-children families is due to increased
meet basic needs. food, health care and housing costs.
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Table 6. Basic Budget for Single Adult, No Children

Single-Adult Households

Single, childless adults require far less income to
provide for their basic needs. With fewer expenses, a
sustaining wage for a single adult is lower than the
wage needed for supporting a family. Nevertheless,
even with a far lower threshold than other family types,
28 percent of single adults in Iowa earn less than the
$12.01 per hour (shown in Table 6 at left) required to
meet basic needs.

An estimated 28 percent of working single adults
earn less than the amount needed
to meet basic needs.

Basic Needs Budgets in Iowa’s Metropolitan & Non-Metropolitan Areas

Appendix 1 presents information on the cost of living for four different family types in each of Iowa’s
Metropolitan Statistical Areas (MSAs) and non-Metropolitan regions. MSAs are comprised of entire
counties; 20 of Iowa’s 99 counties are considered part of an MSA. For MSAs that cross state
boundaries, we include only the Iowa counties in our calculation of family budgets. The 79 Iowa
counties outside of metropolitan areas are grouped into four regions. We also include a table for the
three-county area consisting of Polk, Dallas and Warren Counties. While not included in the appendix,
information is available for each county on the Iowa Policy Project web site.
Of the nine metropolitan areas, Ames and Omaha-Council Bluffs are the highest cost regions due to
higher rent and commuting costs, and — in the case of Council Bluffs — higher health insurance rates.
The Waterloo-Cedar Falls metro area was the lowest cost. A married couple, both working, with two
children, would need $63,316 in before-tax income in Ames, but only $53,689 in the Waterloo area, to
meet basic family needs. Of the four non-metropolitan regions, the highest costs are in the southeast
quadrant of the state, the lowest costs in the northwest region.
While nearly 23 percent of families statewide have incomes less than what is needed to meet basic
needs, the proportion of families in Iowa’s metropolitan areas is lower. (See Table 7.) (The American
Community Survey samples in the remaining counties
Table 7. Estimated Proportion of Families with
were too small to produce reliable estimates.) Higher
Incomes Below Basic Needs in Selected Areas
incomes in metropolitan areas, combined with shorter
commutes and the availability of public transit, more
than offset higher housing and child care costs there.

Higher incomes in metropolitan areas offsets
higher housing and child care costs, in contrast
to non-metropolitan areas.
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Trends in Basic Expenses for Iowans

Since our last Cost of Living report, which was based on 2008 spending data, total expenses have risen
between 5 and 9 percent, which translates into an additional $1,600 to $4,200 for basic needs per year,
depending on family type. Price increases have been modest for the most part because of the recession
during this three-year period. The cost of the USDA low-cost food plan for married couples with
children rose 5 to 7 percent from 2008 to 2011, and for single parent families rose 10 to 11 percent.
While the cost of health insurance has risen significantly in the past decade, increases have moderated in
the past two years. Between 2009 and 2011, the health care component of the Consumer Price Index
rose 6.6 percent; this was about the same as overall inflation, but below the rates of increase in health
costs of previous years.9 Child care costs for a 2- or 3-year-old rose 3.0 percent from 2008 to 2011,
while the costs for a 2-year-old plus a 6-year-old rose 4.5 percent. On the other hand, housing costs in
Iowa, as measured by HUD Fair Market Rents, increased just 0.6 percent between 2008 and 2011. The
IRS mileage rate, which reflects the overall cost of owning and operating a vehicle, actually declined
slightly from 2008 to 2011.
For families who need child care, child care costs consume 15 to 23 percent of the basic-needs budget.
With an infant, this share would be even higher. In 2011, the average annual cost for full-time infant
care in an Iowa child care center was $8,588; this exceeds the cost of a year’s undergraduate tuition at
one of Iowa’s public universities.10
Work Supports Can Help, But Fall Short for Some

For families who receive them, work supports can close the gap between low wages and the high cost of
basic needs.11 These are programs that reward workforce participation by decreasing basic living
expenses (such as child care, food, health insurance and utilities) or increasing take-home pay through
tax credits. Eligible Iowans can access the following work support programs: Child Care Assistance
(CCA), Food Assistance (FA), public health insurance for adults (Medicaid or IowaCare) and children
(hawk-i), Low-Income Home Energy Assistance Program (LIHEAP), and the federal and state Earned
Income Tax Credits (EITC).
For some working families with very low wages, work supports can help them meet their daily living
expenses. However, as incomes rise, families experience significant financial cliffs when work supports
discontinue before they are able to replace the assistance with adequate income.
Figure 1 illustrates how work supports help a low-wage family reach a level of resources necessary to
meet basic needs. The break-even line indicates the level of resources needed by a single parent with
two children to achieve the basic family budget for such a household in Des Moines ($46,428 in 2009).
At a wage below $11 per hour the family is earning less than half this amount, but if family members
were to take advantage of all the work supports for which they were eligible, they would have net
resources near or above the break-even level.
However, as the wage increases above $11 per hour, work supports begin to phase out. The loss of child
care assistance as earnings approach $12 an hour has the most dramatic effect on a family’s resources,
pushing them over a benefit cliff that leaves them worse off — by over $6,000 annually — and well
below the basic-needs budget. The struggle to get back to the break-even level is hindered further by the
loss of LIHEAP benefits, food assistance, and the EITC. The single parent will have to earn above $20
an hour to regain the same level of resources the family had at $11 in wages and all work supports.
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Figure 1. As Pay Increases, Net Resources Fluctuate
Single Parent in Des Moines with Two Children, Ages 2 and 6, 2009

Source: National Center for Children in Poverty’s Family Resource Simulator, Iowa 2008 www.nccp.org/tools/frs. When eligible, the family receives the
following work supports: federal and state tax credits, SNAP/Food Stamps, LIHEAP, public health insurance and a child care subsidy. Budget numbers are
from the Iowa Policy Project report The Cost of Living in Iowa. Calculation includes updated food assistance eligibility as of January 2011.

Iowa’s Child Care Assistance (CCA) program is designed to help the lowest-earning families cover
child care costs. However, families earning more than 145 percent of the federal poverty level — or
$26,869 for a family of three in 2011 — are ineligible for the assistance. Our report finds that even with
CCA, $26,869 a year is inadequate income for a single parent supporting two children. In fact, a single
parent earning the maximum income to still qualify for CCA would fall more than $5,000 short of the
after-tax income needed to meet basic needs.12
Previous Iowa Policy Project research has found the EITC to be a powerful policy tool to help working
families — particularly single parents.13 The EITC provides an income tax credit that is a percent of
wages, thus increasing a worker’s take-home pay. A single parent with two children would benefit from
up to $5,470 in federal and state earned income credits, the amount received when earnings are between
$12,780 and $16,690. Both the federal and state EITC begin to phase out at income levels above
$16,690, however, well before this single parent earns a wage that will support the family’s basic needs.
The credit disappears completely at an earnings level of $40,964, well below the basic family budget of
$48,111 for a single parent with two children.
For a single parent with one child under 6, the EITC will have shrunk to just $42 by the time the parent
has increased earnings to the break-even budget level of $35,823. Of the family types illustrated in this
report, only the married couples with one or two children, and with just one parent working, will still be
receiving a substantial EITC benefit ($1,300 to $1,800) at the point where earnings reach the basicneeds budget level.
7

Public health insurance programs help low-income families reduce the burden of health care costs.
While children may enroll in hawk-i if their families’ incomes are below 300 percent of the federal
poverty guideline ($55,590 for a family of three in 2011), parents are ineligible for Medicaid if their
income exceeds 82 percent of the poverty guideline ($13,156 for a family of three in 2011).14 Low-wage
earners are the population least likely to be offered health insurance benefits through their employer.15
Expanding Medicaid eligibility to 150 percent of the federal poverty level would provide over 145,000
Iowans with insurance.16
Conclusions and Policy Recommendations

With nearly one out of every four non-elderly households in Iowa earning less than the income needed
to survive on a basic-needs budget, it is clear that a strong set of work supports is essential to allow Iowa
families to achieve a basic standard of living. This is especially true among households with children.
This report’s findings underscore the critical importance of expanding already existing work-support
programs, such as the EITC, CCA and public health insurance. This is particularly true for the 74
percent of single-parent families who are working but still earn less than what they need to get by dayto-day. With stagnating wages across the state and with women, who head the vast majority of singleparent households in Iowa, earning 74 percent of what their male counterparts earn, state policymakers
must enact solutions to help close the gap between low wages and basic living expenses. Housing costs
represent 20 to 25 percent of household budgets at the basic-needs level, and a higher share at lower
income levels, yet housing assistance is provided to only a small share of the families who are incomeeligible.
As noted above, CCA, EITC and Medicaid partially or entirely phase out before our family types reach a
family-supporting income level. Previous IPP work has explored the fiscal returns to expanding
programs — raising CCA eligibility to 200 percent of poverty, extending the EITC to 15 percent of the
federal EITC, and expanding Iowa’s Medicaid program to cover all adults with incomes below 150
percent of the federal poverty level.17 Even though our previously modeled expansions fall short of
pushing families above the cost of living thresholds, eligible families below those thresholds would have
increased earnings and more room in their budgets for essential needs.
We recommend the following policy changes to address the continuing gap between earnings and a
basic-needs budget for nearly a quarter of Iowa families:
•
•
•
•
•
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Child Care Assistance: Increase income eligibility to 200 percent of the federal poverty
guideline.
State Earned Income Tax Credit: Increase to 30 percent of the federal credit.18
Medicaid: Increase income eligibility to 150 percent of the federal poverty level and allow
working single adults to qualify for assistance.
Housing Assistance: Develop a state-sponsored housing assistance program to offset the
significant burden of housing costs.
Raise wage and benefit standards in economic development programs.

Appendix 1: Methodology
Food

The U.S. Department of Agriculture (USDA) provides monthly estimates of the average cost of four
different food plans: Thrifty, Low-Cost, Moderate-cost and Liberal. Because studies have shown it is
almost impossible for low-income families to follow the Thrifty Food Plan, we have chosen to use the
Low-Cost monthly estimates in calculating a budget that reflects basic family needs.19
USDA bases its budget assessments upon specific family types with children of specified ages, so we
have followed USDA guidelines in adjusting for age and family size differentials. For family size
adjustments we have again followed USDA guidelines. For example, the food costs for a family of two
are increased by 10 percent per capita above the per capita cost of a four-person family in order to
account for the decreased economies of scale. In all cases, we have averaged the male/female values.
Although restaurant meals have become increasingly common in family budgets and diets, we do not
include this additional cost, as it would violate our no-frills criteria. In choosing the Low-Cost Food Plan
over the Thrifty one, we exercised some consideration of the modern family lifestyle and the occasional
consumption of prepared foods.
We used the June 2011 estimate, following the USDA practice by which the June costs of each year are
used to represent the annual average.20
Housing

The U.S. Department of Housing and Urban Development (HUD) Fair Market Rent (FMR) survey is the
most widely accepted standard for the cost of basic-needs housing.21 According to HUD guidelines, the
FMR is the amount needed to rent privately owned, decent, safe, and sanitary rental housing of a modest
(non-luxury) nature with suitable amenities. FMRs are figured at the 40th percentile of rent. That is, 40
percent of units rent for less than this amount, 60 percent for more. This cost includes utilities but not
telephone service, which we calculated from the Consumer Expenditure Survey and include in a
separate budget line item.
Budget estimates are adjusted for differences in family size. We assume a studio apartment for a single
person, a one-bedroom apartment for a couple, two bedrooms for a family with one child, three for a
family with two children, and four for a larger family.
The survey provides fair market rents for each county. We used the data for fiscal year 2011-12. The
statewide average is an average of the rents across 99 counties, with each county weighted by
population.
Health Care

Health care costs include both the family share of insurance premiums and out-of-pocket expenses. For
those families that receive health insurance through their employers, insurance premium costs are equal
to the employee contribution. For those families that do not receive health care benefits through work,
insurance must be purchased on the individual market.
The employee share of premiums for employer-sponsored insurance was based on data from the 2010
Medical Expenditures Panel Survey (MEPS).22 The published survey results include data for Iowa
showing the average employee contribution for single employee coverage, for employee-plus-one
coverage (employee and spouse or child), and for family coverage, as well as the total premium for such
coverage. No adjustment was made to bring rates up to 2011 because the Consumer Price Index (CPI)
for health insurance premiums did not increase between 2010 and 2011.
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For insurance purchased on the private market, we obtained quotes for premiums on policies with a
$1,000 deductible for individuals or $2,000 for a family, with 20 percent co-insurance, and a $30 co-pay
for office visits. We obtained rates for all of the family types in our study. We assumed adults were 30
years of age and nonsmokers; for single persons, the rates for males and females were averaged; for
single parent families, the parent was female. We obtained premiums for 15 urban and rural areas in the
state representing counties of all sizes. Rates were averaged across the various geographic areas to
obtain a statewide average. The rates were obtained in April 2012.23
Out-of-pocket expenses (for co-pays and co-insurance) were based on data from the household
component of the 2009 MEPS.24 We started with national average out-of-pocket expenses for families
with incomes between 1.25 and 2.0 times poverty, where the family had private (non-government)
health insurance and the household head was under ager 65. We then adjusted for the higher average
spending in the Midwest (by 13 percent) and for inflation on overall health costs according to the CPI-U
from 2009 to 2011 (6.6 percent). The average out-of-pocket expense was about $1,100 for single-parent
families, and about $2,100 for married couples with children. These amounts are a little over the annual
deductibles we assumed for the private market policies and the average annual deductibles for employer
sponsored insurance in Iowa. Out of pocket expenses include the office visit co-pays as well as the
coinsurance that is limited by the deductible.
From the 2008-2010 American Community Survey (ACS) we were able to determine that 62 percent of
Iowans with incomes between 1.5 and 2.5 times the federal poverty level were covered by employersponsored insurance. This report presents family basic-needs budgets that include health insurance, so
we assumed that the remaining 38 percent obtain policies on the private market and none were
uninsured. Therefore the insurance premium cost in the family budgets is a weighted average of the cost
of employer-sponsored and private-market coverage, with the private coverage weighted 38 percent. To
the weighted average premium cost is added the out-of-pocket expenditure.
Transportation

As Iowans rarely use public transportation, our transportation figures are derived from the basic costs of
owning and operating a car. We assumed one car for a household with a single adult, and two cars for a
household with more than one adult.
For both state and county-level transportation figures, we used 2010 ACS data on commuting times for
each Public Use Microdata Area (PUMA) in Iowa. We multiplied that figure by the average speed of
commute, which varies by the population density in each PUMA.25 That way, we ended up with an
estimate of annual commute miles, using a work year of 50 weeks and a work week of five days. We
doubled that figure to reflect non-commute miles,26 and multiplied that last figure by the IRS business
travel allowance for 2011, which average to 53.3 cents per mile (it was 51 cents for the first half of the
year, 55.5 cents for the second half). For households with more than one working adult, we added
commute miles for each additional adult, but not non-commute miles.
Child Care

The Iowa Child Care Resource and Referral (CCRR) system consists of five regional offices that
maintain extensive, county-by-county data on child care providers drawn from a survey of all child care
centers and all in-home child care facilities in the state. Home care by relatives is not included. Each
report must specify the rates charged, whether full- or part-time, and the number as well as the ages of
all clients served. From these reports, the regional CCRR office then compiles a series of average child
care rates for each county in its region. The CCRR data provides separate rates by the child’s age.27
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For families with one or two children under 6 years old, we defined a one-child family as including a
toddler of 2 years, and a two-child family as including a toddler of 2 years and a child of 4 years. Since
daycare facilities often charge on a monthly basis, we calculated the weekly rates for full 52 weeks. We
used the average tuition charged by registered in-home facilities, as it was cheaper than the tuition
charged by licensed child care centers. For the 4-year-old preschoolers, we deducted the state’s 10
weekly hours of paid preschool tuition. Children age 6 to 18 were assumed to require child care during
the summer months and to be enrolled in a before-after school program during the school year. It should
be noted that all the two-parent families reported in the tables in this report were assumed to have one
child under 6 and one age 6 to 18. (Additional family types were constructed and were used in
estimating the proportions of the population with income below basic needs.)
In all two-parent families with only one full-time worker, we assumed that the non-working parent
provides all child care services. The same calculations were performed for the statewide analysis as well
as for the county-level analysis. We used the latest data, which was from the July 2011 reports for each
county and for the state as a whole.
Clothing and Household Expenses

This category includes telephone, clothing, home furnishings and appliances, housekeeping supplies,
personal care products and services, and “other household expenses,” which includes repairs and other
services. Data are from the Consumer Expenditure Survey (CEX) for 2010, tables showing expenses by
income class and household size, adjusted for the Midwest region (because spending on these categories
was only about 95.5 percent of the national level) and for age of the household head (because spending
for households in the 25 to 44 age group was 3.3 percent higher than for households of all ages). For
personal care products and services, and for other household expenses, we included only 50 percent of
the amount reported on the CEX to make sure that we were including only necessities.
We estimated, for each household type, the amount spent on these categories by the average household
with income of 1.5 times the federal poverty threshold. While the income level required to achieve the
basic family budgets ends up being around twice the poverty level, we adjusted spending down to the
level achieved by the average household that was just 50 percent above the poverty level to ensure that
no unnecessary expenditures are included. Entertainment, alcohol and tobacco, education, reading
materials and personal insurance were all left out completely, in accordance with our basic-needs
approach. The 2010 figures were inflated to 2011 using the increase in the CPI from 2010 to 2011 in
these five expenditure categories, which was just 0.6 percent.
Taxes and Tax Credits

There are two kinds of taxes: those imposed on things that we buy or own — property and sales taxes —
and those that depend on our income — federal payroll taxes (Social Security and Medicare) and federal
and state income taxes. Property and sales taxes in this report are treated as part of the basic family
budget because the amount of housing required determines the value on which property taxes must be
paid, and the amount one needs to spend on taxable items determines the sales tax one will pay. Property
taxes are paid out of rental income and therefore are included in the cost of housing in our family
budgets; similarly, expenditures for goods and services include any sales tax on those items. The basic
family budget thus reflects total needs and is the same for a family of a given composition in a given
part of the state regardless of that family’s income.
We then compare the cost of living with after-tax income. We work backwards to determine the beforetax wage and salary income required to leave a family with net income after taxes just sufficient to cover
the basic family budget. The taxes included are the employee portion of payroll taxes (Social Security
and Medicare) and federal and state income taxes, including local school district surtaxes (based on
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weighted average rates for the school districts in each county or region). Taxes were calculated based on
2011 tax law — that is, the rules for 2011 income tax returns filed in 2012.
We assume that the family receives only wage and salary income; this is a reasonable assumption for
families in the income ranges we are considering, where non-work income (rent, interest, dividends,
capital gains) accounts for a very small share of total income. We also assume that the families rent
rather than own a home, which means that the standard deduction will be more beneficial than itemizing
(since the taxpayer will have neither property taxes nor mortgage interest to deduct, while charitable
donations, state income taxes and other deductions are unlikely to exceed the allowed standard
deduction). In the income range we are considering, the majority of families do in fact use the standard
deduction.
The tax calculation also includes several very important tax credits. For federal taxes, these are (1) the
child and dependent care credit, for a portion of day care costs (non-refundable), (2) the child tax credit
(non-refundable), (3) the Earned Income Tax Credit, or EITC (refundable), and (4) the additional child
tax credit (refundable). For state taxes, the credits are the child and dependent care credit and the state
EITC, both refundable. The state return includes the personal exemption credits, the deduction for
federal taxes, and the deduction for health insurance premiums. The tax calculations were made by
creating a spreadsheet version of federal and state tax returns, with accompanying schedules. The
model’s tax calculations were confirmed by preparing tax returns for imaginary families with the same
income and family structure using TurboTax.
Where state and federal refundable credits exceed income tax liability, the family’s net taxes are
negative. This means that the before-tax income required to cover the basic-needs budget will be less
than that budget amount, with the refundable credits filling the gap.
Weighting Methodology: Converting County Level Data
to Metropolitan, Regional and Statewide Averages

Budgets for each Metropolitan Statistical Area (MSA) and region were constructed through weighting
county-level data by each county’s share of the total population of the MSA or region. The same process
was used to calculate the statewide values using the data from all 99 counties, with the exception of
child care, where the state average cost from Iowa Child Care Resource and Referral was used. Since no
data were available below the state level for food costs or the costs of clothing, telephone and other
household expenses,
Table 8. Estimated Number of Households of Each Type in Iowa
these two expense
Number Working at Least Half-Time
categories are
identical throughout
the state.
Household Types

The focus of this
report is on nonsenior families. We
have made an effort to
include in our
analysis as many
different types of
households as
possible, but some
households were
12

excluded because there was no satisfactory way of determining how incomes and expenses were shared
among household members, and therefore no way to define basic household needs, or the income of the
household available to meet those needs, that was not quite arbitrary. This resulted in excluding
households with an adult child living at home (including adult children with their own children), and
single childless adults rooming with other single childless adults (such as college students). We also did
not include married couples with more than three children or single parents with more than two children
because their numbers were very low. We have also focused on households with at least one adult
employed at least half-time. Table 8 shows the estimated number of each of the broad family types in
Iowa. The highlighted numbers indicate family types included in our tables and in our estimates of the
share of families with incomes below basic needs.
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Basic Needs Budgets for 10 Iowa Metropolitan Areas
and Four Non-Metropolitan Regions
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