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ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY

Pouch Y, State Capitol 
Juneau, Alaska 9981.1 

(907) 465-3991

March 28, 1985

MEMORANDUM

TO: Representative Kate Hurley

ATTN: Patti Macklin

FROM: Rob Waldman
Legislative Analyst

RE: Child Care Centers
Research Request 85-253

You asked that we provide information on child care programs operated 
by other state governments and by private industry. The attached 
data was obtained from the National Conference of State Legislatures, 

the Empire State Day Care Program (New York), Alaska Women's Commis­
sion, the Child Care Program section of the Department of Community 

and Regional Affairs, and the Department of Administration.

I hope that this information is useful to you. It is anticipated that 
additional information will beforth coming, and it will be fowarded. 

If you have any questions, please cgntact us.

RW

Attachments
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TAX CREDITS AS INCENTIVES FOR EMPLOYER-SPONSORED CHILD CARE

Public and private employers are increasingly facilitating and participating 
in the expansion of child care services. States have turned to shoring up 
these public/private initiatives through tax incentives and tax credit 

provisions.

States use several different types of incentives. Foremost among these is 
the federal Dependent Care Tax Credit that allows employed parents a 
dependent credit against the actual tax bill for work-related child care 
expenses. Currently, 29 states allow similar dependent care credits; 23 of 
these are tied into the federal code.

Corporate tax credits to stimulate child care development compose another 
major area of state law. Connecticut, Florida and Michigan are notable in 
this regard. Several variations exist. The first is to provide a tax 
credit to employers who construct or renovate a ch’ld care facility 
(Connecticut). The second is to allow private bus.ness a credit on their 
state income tax liability for contributions to local community development 
projects, such as day care. The enabling statutes are generally known as 
Neighborhood Assistance Acts. A third strategy enables a business to deduct 
as ordinary and necessary business expenses those paid by the employee on 
behalf of employees for child care costs.

This packet includes model legislation from Connecticut and Michigan, and 50 
state information on the dependent care tax credit. Background information 
on this topic, additional resources, and a bibliography are also provided.

For more information, contact the NCSL Children and Youth Program in the 
Denver Office at (303) 292-5600.



CHILD CARE AND TAX CREDITS

The availability of quality child care at affordable prices is an urgent 

need for many American families. With the Bureau of Labor Statistics 

reporting that 45 percent of women with children under the age of one and 59 

percent of single mothers with children under the age of six are working, 

child care services are vital to a family’s ability to maintain or obtain 

economic self-sufficiency. While the demand for child care services soars, 

the current supply falls far short. Beyond the need for infant and 

preschool care an estimated 7 million "latchkey" children under 13 years are 

left to care for themselves for part of each day.

Congressman George Miller, Chairman, U.S. House Select Committee on 

Children, Youth, and Families states "the advent of women in the workplace 

has drastically altered the picture. The old arguments - how do we define 

the family and do we need child care - are irrelevant now. The question is, 

how do we address the obvious need? The demand is widespread but so are the 

expenses. Should it be federal money, state and local money, private money, 

employer sponsored, church sponsored, or school sponsored? And the new 

economics - and its impact on Title XX funds - dictate increased burdens to 

be shouldered by state and local government."

States suffered major set backs in providing child care services when 

Congress in 1981 amended Title XX, the major source of direct federal 

funding for child care, to create the Social Services Block Grant (SSBG).

In FY 1980 $3.1 billion was provided by Title XX for all social services
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programs, with S200 million of this earmarked for child care. With the 

establishment of the SSBG the budget was cut from $3.1 billion to $2.4 

billion in FY 1981 with no funds allocated specifically for child care. The 

current FY 1984 level is $2,675 billion, and the FY 1985 is projected Lo 

remain at the same level.

Consequently many states were forced to reduce expenditures on child care, 

tighten eligibility requirements, and cut back training opportunities for 

child care workers. To augument their capacity to meet family needs for 

child care services, states have increasingly turned to shoring up 

public/private initiatives through tax incentives and tax credits for 

parents, providers, and employers.

Presently, twenty-seven states and the District of Columbia offer taxpayers 

a child and dependent care credit. The federal credit currently is the 

largest single form of public expenditure on child care and is expected to 

cost the federal government $1.8 billion for 1984. Unlike a tax deduction 

that is subtracted from gross income, the credit comes directly off of the 

tax bill itself.

Currently, the federal Dependent Care Tax Credit allows employed parents a 

dependent credit aga nst. the actual tax bill ranging from 20 to 30 percent 

of their work related expenses. The allowable cost is $2,400 for one child, 

and $4,800 tor two or more children, so the maximum credit that can be used 

is $720 for one child or $1440 for two or more children. A siiding-scale 

percentage in the law makes a maximum credit - 30 percent of allowable 

child-care cost - available to taxpayers with annual incomes below $10,000.
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The percentage of allowable cost is reduced as the income level exceed 

$10,000 and bottoms out at 20 percent for incomes of $28,000 or more.

In addition to the state income tax credits, state legislatures are 

providing incentives through tax benefits to employers to provide child care 

support to working parents. Several states provide a tax credit to 

employers who construct or renovate a day care facility for their employees. 

Michigan and Connecticut have taken the lead in allowing this tax credit. 

Representative Debbie Stabenow, one of the sponsors of the Michigan 

legislation, states that "we are trying to encourage involvement through 

employers by saying that child care is not a frill, but a necessary item for 

employees as well as for the employers."

In Michigan an employer who pays for child care services for an employee 

during the employee’s hours of employment and does not charge the employee 

for the services shall be allowed a credit against the tax imposed for the 

taxable year, in an amount determined by multiplying the sum of all 

resulting equivalent hours by $45. The credit shall not be in excess of ten 

percent of the tax liability of the taxpayer and the child care center must 

be a licensed facility by the State Department of Social Services. 

Connecticut allows corporations a credit against taxes imposed equalling to 

25 percent of the total expenditures paid or incurred for planning, 

renovation, or acquisition of a child care facility provided it is a 

licensed center and is operated without profit.

The tax credit is the primary tool to encourage corporate investment in 

distressed communitites. The enabling statutes are generally know as
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Neighborhood Assistance Acts, the first of which was enacted by Pennsylvania 

in 1967. During the next decade, Delaware, Indiana, and Missouri adopted 

their own programs and more receritlv, Connecticut, Florida, Michigan, 

Virginia, and Wisconsin began similar use of tax incentives to promote 

community development. The National Economic Development and Law (NEDL) 

Center reports that 22 other states were considering similar programs in 

1983.

In most states, the type of Neighborhood Assistance Programs (NAP) eligible 

for funding include job training, education, crime prevention, neighbor 

revitalization and community service. Child care is generally considered a 

community service. Employers providing child care through a NAP are usually 

eligible for a 50 percent credit against state tax liability. Private 

businessess are allowed a 50 percent credit on their state income tax for 

contributions to local community development projects.

In Pennsylvania, the NAP emphasis is on social services rather than on 

economic development. Child care is considered an ancillary program, 

justified in terms of it’s relationship to education or job training. 

Delaware uses the NAP law to support non-profit day care facilities, usually 

through donations for construction or renovation. This is used to encourage 

business firms to donate funds for other family services. Florida currently 

has six community day care programs that utilize NAP. Justification for 

their NAP credit was the need to attract corporate contributions that would 

pay for children who need care, but who could not otherwise be served.
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Another form of tax deduction enables a business to deduct as ordinary and 

necessary business expenses those paid by the employer on behalf of 

employees for child care costs. California successfully passed legislation 

in this area in 1981. The law states that a deduction is allowed for 

expenses, "including, but not limited to, any payments, reimbursements, or 

contributions to employees for child care." This plan offers flexibility to 

the employer and the parent by encouraging parental choice in selecting the 

type of child care that best mpets their needs.

Child care remains an economic issue and is a necessary service for families 

that are working, in training programs, or hoping to enter the labor force. 

Tax credits and incentives are among the favored initiatives being 

considered and developed by state legislatures to address the present child 

care demand. In the long run it will take a joint effort between the 

states, private sector, providers, and parents to develop child care policy 

that highlights the need for affordable, quality child care services.

Prepared by: Dee Coronado
Research Analyst 
Children and Youth Program 
September, 1984
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CHILD AND DEPENDENT CARE CREDIT

STATE CREDIT EXPLANATION 6 / 8 4
ALABAMA No
ALASKA Yes 1 16% o f  f e d e r a l  c r e d i t
AR1Z0TA No
AELA'.SAS Y e s 7 10% o f  f e d e r a l  c r e d i t
c a l i f ; * : , :  a Yes 3% o f  emp l o ymen t  r e l a t e d  e x p e n s e s
COLORADO Yes Fed .  amount  X 1 0 0 % / F e d .  %
COLLECT1CUT No
Dt L A .-.ARE No
FLORIDA NO PERSONA f. INCOME TAX
GEORGIA Yes 2% o f  emp l o ymen t  r e l a t e d  e x p e n s e s
HAWAII Yes 15% o f  emp l o ymen t  r e l a t e d  e x p e n s e s
IDAHO Yes 100% d e d u c t i o n  o f  e x p e n s e s
ILLINOIS No
INDIANA . No
IOWA 'Yes 10% o f  emp l o ymen t  r e l a t e d  e x p e n s e s
KANSAS ,  Yes 0 - 1 0 0%  o f  f e d .  c r e d i t ,  cTepenTTent upon I n c o m e  |
KENTUCKY Yes 4 00 d e d u c t i o n
LOUISIANA Yes 10% o f  f e d e r a l  c r e d i t
MAINE Yes 15% o f  f e d e r a l  c r e d i t
MARYLAND Yes F e d e r a l  c r e d i t
MASSACHUSETTS Yes F e d e r a  1 c r e d i  t
MICHIGAN No
MINNESOTA Yes V a r i e s  upon  i n c o me ,  $ 7 2 0  max .  f o r  one d ependen  :
MISSI SSI PPI No
MISSOURI No
MONTANA Yes V a r i e s  upon  i n c ome
NEBRASKA No
NEVADA NO PERSONA L INCOME TAX

I NEW rA"*SH3 RE ONLY TAXES INTEREST AND DIVIDENDS j
{ NEw JERSEY No 1

1 NEW ME VICO Yes 40% o f  corap.  t o  c a r e g i v e r ,  l e s s  t h a n / =  $ 4 8 0
1 NEW YORK Yes 20% o f  f e d .  c r e d i t  f o r  e a ch  d e p e n d e n t

NORTH CAROLINA Yes D e d u c t i o n  up t o  $ 4 , 0 0 0  o r  $ 1 , 2 0 0
NORTH DAKOTA No
OHIO No
OKLAHOMA Yes 20% o f  f e d e r a l  c r e d i t
OREGON Yes 40% o f  f e d e r a l  c r e d i t
PENNSYLVANIA No
RHODE ISLAND No
SOUTH CAROLINA Yes Up t o  $ 4 0 0 / n o  d e d u c t i o n
SOUTH DAKOTA NO PERSONA L INCOME TAX
TENNESSEE TAXES ONLY DIVIDENDS FROM STOCKS 8 INTEREST ON BONDS 6 OBL
TEXAS NO PERSONA L INCOME TAX
UTAH No
VERMONT Yes 26% o f  f e d e r a l  t a x  l i a b i l i t y
VIRGINIA Yes Up t o  $ 2 , 0 0 0  d e d u c t i o n

• WASHINGTON NO PERSONA L INCOME TAX
' WEST VIRGINIA i No
• ’WISCONSIN ' Yes 30% o f  f e d e r a l  c r e d i t
" " W Y I i M I ' N ' j " no P e r s o n a L INCOME TAX
‘  b. 'C .................................... : Yes 3 0 4  o f  f e d e r a l  c r e d i t

TES:  1 )  AK has  no s t a t e  p e r s o n a l  i n c ome  t a x ,  bu t  r e s i d e n t s  may f i l e  f o r
t h e  c h i l d  and d e p e n d e nd  c a r e  c r e d i t .

2 )  AR g i v e s  a $ 5 0 0  t a x  c r e d i t  ( p e r  c h i l d )  t o  t a x p a y e r s  who c a r e  f o r
a m e n t a l l y  r e t a r d e d  c h i l d  at home ,  i n  a d d i t i o n  t o  t h e  d e p .  c a r e  e r e
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Dependent Care— 
A Family Benefit

With more mothers working outside their 
homes and people living longer, America’s de­
pendent population is growing at both ends o f the 
age spectrum. By 1990, the num ber o f children 
under age six, the preschool population, is p ro­
jected to be 23 million with adults over age 65 
num bering 32 million. Favorable tax laws allow 
companies lo provide dependent care benefits to 
their employees on a tax-free basis. Although 
there has not been a rush to provide these benefits, 
there is increasing interest and a num ber o f com­
panies now offer such programs.

DEM OGRAPH IC TRENDS
In the 1960’s, high schools and colleges were 

swollen with the baby boom generation. In the 
1980’s the baby boomers are becoming parents, 
leading to a growth in population generally known 
as the “echo boom." T here  are presently about 7 
million preschool children cared for in day care 
facilities, and this num ber is projected to double to 
about 14 million by 1990. Today, more than 50 
percent o f children under the age o f six are cared 
for by someone other than a parent, and nearly 70 
percent o f women with school age children are in 
the work force. Two-thirds of working mothers 
leave their children with o ther adults for a large 
part of the day.

At the other end o f the age range, people over 
age 65 num ber 26.8 million; by the year 1990, they 
will num ber 32 million; and by 2030, they will 
num ber 55 million. T he fastest growth will be se­
nior citizens over age 80, a significant part o f  the 
dependent population; an age group that is 
vulnerable to serious illness and long-term 
disablements.

ECOMONIC AND SOCIAL TRENDS
T here  are im portant com ponents affecting these 
numbers: changes in social attitudes, increasing 
percentages o f women in the work force, increases 
in the cost o f living and a difficult, changing econ­
omy. These forces are acting to change the work

force. Due to relatively high rates o f separation 
and divorce and social acceptance of single m oth­
erhood, there are increasing num bers o f families 
headed by one parent. For these families, depen­
dent care is a critical need. Even in two parent fam ­
ilies, there may be no one to stay home to care for 
dependents where paychecks from both parents 
are necessary. Almost two-thirds o f all husband- 
wife families now have two wage earners. A work­
ing m other was once seen as neglecting her chil­
dren; she may now he seen as a capable worker, 
managing two careers. Few m others with depen­
dents work for pin money. T heir salaries arc often 
necessary.

As more people enter the work force, there are 
the nagging questions o f “W hat to do with the chil­
dren?” and “W hat to do with grandparents?" Im ­
proved medical care, in extending ou r lives, has 
also helped create the problem o f care for the 
elderly. With the extended family o f  the past hav­
ing given way to the nuclear family, a parent may 
not always be home to take care o f the children or 
to help grandparents.

D EPEN DEN T  CARE AS AN 
EMPLOYEE BE N E F IT

How do new benefits become part o f the em ­
ployee benefit package? G roup life insurance, 
medical insurance, pensions, disability coverage 
and dental care were added to the benefit package 
as the dem and for such benefits increased. In each 
case, the additional benefit placed within the reach 
of all employees what would be .xpensive or u n ­
available to a specific individual. For each benefit, 
the process was considerably aided by favorable 
tax treatm ent. To the extent that benefits are p ro ­
vided by employers, they reduce governm ent 
spending on major social program s.

How does providing dependent care aid the 
employer? D ependent care benefits can reduce in­
voluntary employee turnover and absenteeism 
am ong the affected group which, in tu rn , can re­
duce the costs o f recruitm ent and training while 
improving productivity. This is, o f course, espe­
cially true in industries with large female work 
forces, such as health care, education and bank­
ing. O ffering dependent care benefits increases 
an em ployer’s ability to attract and retain employ­
ees and can create a favorable image o f the com­
pany. Rightly or wrongly, it is perceived as adding 
to benefit equity. Younger employees may consid­



er many l>enefit plans to be o f limited value be­
cause, a lter all, they do not expect to die o r become 
disabled or gel sick, and retirem ent is far into the 
future. Depcndeni care benefits are generally 
used and appreciated by younger employees.

HOW’ TO PROV IDE DEPEN DEN T  
CARE BENEFITS

Many employers si. • away from  providing d e­
pendent care benefits txxausc they think that this 
means staffing and running on-site facilities. Actu­
ally, on-site day care is the extrem e in day care 
benefits; there arc other possibilities requiring less 
direct involvement. Some companies directly sub­
sidize local day care centers, eliminating employer 
on-site involvement. O thers have negotiated vol­
ume discounts, guaranteeing a certain level o f par­
ticipation in a local center. Generally, either ap­
proach results in a relatively small cost which can 
be monitored for effectiveness over time. O dier 
companies have developed program s that particu­
larly benefit parents with dependents, but can 
benefit o ther employees as well, such as perm a­
nent part-time work and flexible work schedules.

Day care centers arc available for children, se­
nior citizens and the disabled. These facilities are 
o f two types: centers with medical services provid­
ed and those with recreational services only. Costs 
for these health or social center program s range 
up  to $50 per day, with an extra charge for trans­
portation. Although the cost o f this kind o f day 
care is high, it is less than the cost o f nursing home 
care and allows the elderly and the disabled to 
remain with their families.

RECENT LEGISLATION
T he Economic Recovery' Tax Act o f 1981 

(ERTA) added IRC Section 129 to the Internal 
Revenue Code. Employees may exclude from 
gross income benefits received under an em ployer 
funded dependent care assistance program  that

qualifies under Section 129; arid the em ployer may 
deduct the cost of the program  as an ordinary and 
necessary business expense. As with many other 
employee benefits, a Section 129 dependent care 
assistance program  cannot discriminate in favor o f 
officers, owners, highly-compensated employees 
o r their dependents. Not m ore than 25% of 
benefits may be utilized by 5% owners. T he  pro­
gram must have a written plan staling, am ong o th ­
e r things, that benefits are to be for the exclusive 
benefit o f  employees. Dependent care assistance 
program s do not require advance funding.

A “dependent” for purposes o f Secuon 129 can 
be a child under age 15 o r a spouse or o ther de­
pendent o f the taxpayer who is physically o r m en­
tally incapacitated. It is not necessary for bodi 
spouses in a two-earner home to have full-time 
employment to qualify for child care benefits pr 
vided the benefits do not exceed the earned in­
come o f the lower-paid wage earner.

A dependent care plan under Section 129 can be 
added easily to a benefit program  that uses the 
“cafeteria" approach. Here, employees select 
am ong various benefits to arrive at the individual 
package that suits their needs. For example, a 
young employee with dependent children might 
elect day care coverage and minimal am ounts o f 
disability coverage. With careful planning, the cost 
o f each employee’s benefit package can be kept 
within the limits set by the employer.

CONCLUSION
Congress has passed favorable tax legislation 

and employers are beginning to offer day care 
benefits in a variety o f forms. While 86% o f re­
spondents to a recent American M anagm ent As­
sociation survey thought there was a great need 
for child care benefits, only 14 percent currently 
sponsor day care programs. D ependent day care 
assistance as an employee benefit is only slowly 
coming of age. ■

WILLIAM M.MERCER- MfiofegariNumxwtMin______________________________ ______________________ _____________________________________________________________________________________________ _
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W o r th  D e t ro it  F re sn o  G re e n v i lle  H o u s to n  In d ia n a p o lis  Kansas C ity  L o s  A nge les  L ou isv ille  M em ph is  M ilw aukee  M in n eap o lis  M o rris tow n  
N a sh v ille  New  Y o rk  O ra n g e  P h ila d e lp h ia  P h o en ix  P ittsb u rgh  P o rt la n d  R ichm ond  R och este r S t. L ou is  S an  F ranc isco  S ea tt le  S ta m fo rd  T am p a  
W ash in g ton  D .C .
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T A X  C R E D I T S  F O R  E M P L O Y E R - S P O N S O R E D  C H I L D  C A R E

S T A T E

Alaska

A r i z o n a

A r k a n s a s

C a 1 i f o r n i a

C O D E  C I T E

Alas Suit, 

b 4 3 . 2 0 . 0 1 3 (B)

A r i z .  R e v i s e d  

S t a t .

S 4 3 - 1 0 5 0

A r k .  S t a t .  

8 4 - 2 0 8 3  

§ 8 4 - 2 0 8 9

C a l .  R e v i s e d  

L T a x .  C o d e  

S 1 7 0 5 2 . 6

D A T E

E N A C T E D

1990

1 9 7 0

1 -1 -77

E n a c t e d  

1 9 7 7  

a m e n d e d  

1 9 7 8 ,  79

C R E D I T

D E D U C T I O N

True 

Credi t

T I E D  I N T O  

F E D E R A L  CODF.

Ves

T r u e

D e d u c t i o n N o

T r u e

C r e d i t Y e s

T r u e  

C r e d  i t N o

E X P L A N A T I O N

IixHviduals are allowed a credit equal to 

sixteen percent (16%) of the Federal Credit 

(IRC § 44A) for dependent care expenses 

attributable to payments within the state 

of Alaska.

I n d i v i d u a l s  a r e  a l l o w e d  a d e d u c t i o n  

n o t  t o  e x c e e d  $ 1 0 0  n e r  m o n t h  f o r  

d e p e n d e n t  c a r e  e x p e n s e s ,  i n c l u d i n g  

t h o s e  f o r  c a r e  o f  a c h i l d  u n d e r  16 

y e a r s  o f a g e .  T h e  d e d u c t i o n  is -n- 

a p n l i c a b l e  if t h e  h o u s e h o l d ' s  g r o s s  

i n c o m e  e x c e e d s  $ 6 , 0 0 0  p e r  y e a r .

I n d i v i d u a l s  m a y  c r e d i t  a g a i n s t  t h e i r  

A r k a n s a s  P e r s o n a l  I n c o m e  T a x  o n  a n  

a m o u n t  e o u a l  t o  104 o f  t h e  c r e d i t  

a l l o w a b l e  f o r  F e d e r a l  i n c o m e  t a x  p u r ­

p o s e s  f o r  d e p e n d e n t  c a r e  e x p e n s e s .  

N o n - r e f u n d a b l e .

I n d i v i d u a l s  a r e  a l l o w a b l e  a c r e d i t  

a g a i n s t  t h e i r  " n e t  t a x "  i n  t h e  a m o u n t  

o ‘ J p e r c e n t  o f  t h e i r  e m p l o y m e n t -  

r e l a t e d  e x p e n s e s  f o r  d e p e n d e n t s .

T h e  c r e d i t  is r e d u c e d  t o  2 p e r c e n t  if 

t h e  t a x p a y e r ' s  g r o s s  i n c o m e  is o v e r  

$ 1 5 , 0 0 0 .  A m o u n t  o f  e x p e n s e s  m a y  n o t  

e x c e e d  $ 2 , 0 0 0  if t h e r e  is o n e  q u a l i f y ­

i n g  i n d i v i d u a l  a n d  $ 4 , 0 0 0  e m p l o y m e n t -  

r e l a t e d  e x p e n s e s  f o r  t w o  o r  m o r e .

S O U R C E :  C H I L D R E N ' S  D E F E N S E  F U N D

W A S H I N G T O N ,  D . C .



S T A T E C O D E  C I T E

D A T E

E N A C T E D

C R E D I T

D E D U C T I O N

C o l o r a d o  C o l o .  R e v i s e d  

St.

3 S - . 2 - 1 1 0 ( m )  1 - 1 - 7 8

D i s t r i c t

o t  D . C .  C o d e

C o l o m b i a  § 4 7 - 1 6 0 3 3

T r u e

D e d u c t  i on

T r u e

D e d u c t i o n

G e o r g i a 9 1 A  G e o r g i a  

C o d e

8 3 6 0 9  1 9 7 8

T r u e  

C r e d  i t

T I E D  I N T O  

F E D E R A L  C O D E

Y e s

Y e s

Y e s

E X P L A N A T I O N

A  C o l o r a d o  t a x p a y e r  m a y  d e d u c t  a f r a c ­

t i o n  o f  h i s / h e r  i n c o m e  u n d e r  F e d e r a l  

C r e d i t  f o r  D e p e n d e n t  C a r e .  T h e  n u m e r a ­

t o r  o f  t h a t  f r a c t i o n  is 1 0 0  p e r c e n t  a n d  

t h e  d e n o m i n a t o r  is t h e  p e r c e n t a g e  u s e d  

t o  c o m o u t e  t h e  F e d e r a l  C h i l d  C a r e  C r e d i t

I n d i v i d u a l s  a r e  a l l o w e d  t o  d e d u c t  d e p e n ­

d e n t  c a r e  e x p e n s e s  t o  t h e  s a m e  e x t e n t  

t h a t  s u c h  a m o u n t  is d e d u c t i b l e  u n d e r  

§ 2 1 4  o f  t h e  I R C  o f  1 9 5 4 ,  a s  a m e n d e d  

p r i o r  t o  i t s  1 9 7 6  r e p e a l .  L e p e n d e n t  

is d e f i n e d  a s  s o m e o n e  w h o  is u n d e r  a g e  

15 a n d  w i t h  r e s p e c t  t o  w h o m  t h e  t a x p a y e r  

is e n t i t l e d  t o  a d e d u c t i o n  u n d e r  S 15 1  

(e) o f  I R C  1 9 7 6 .  E m p l o y m e n t - r e l a t e d  

e x p e n s e s  w h i c h  m a y  b e  t a k e n  i n t o  a c c o u n t  

m a y  n o t  e x c e e d  S 2 0 0  p e r  m o n t h  in t h e  

c a s e  o f  1 i n d i v i d u a l ,  $ 3 0 0  in t h e  c a s e  

o f  t w o  i n d i v i d u a l s  a n d  $ 4 0 0  i n  t h e  c a s e  

o f  t h r e e  o r  m o r e  i n d i v i d u a l s .

I n d i v i d u a l s  a r e  a l l o w e d  a c r e d i t  a g a i n s t  

t a x e s  i m p o s e d  in a n  a m o u n t  e q u a l  t o  2 

p e r c e n t  o f  e m p l o y m e n t - r e l a t e d  e x p e n s e s .  

T h i s  a m o u n t  s h a l l  n o t  e x c e e d  $ 2 , 0 0 0  if 

t h e r e  is o n e  q u a l i f y i n g  i n d i v i d u a l  a n d  

$ 4 , 0 0 0  if t h e r e  a r e  2 o r  m o r e  q u a l i f y i n g  

i n d i v i d u a l s .  N o n - r e f u n d a b l o .
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S T A T E  C O P E  C I T E

llawa i i

H a w .  S l a t .  

§ 2 3 5 - 5 5 . 6

I d a h o  I d a h o

C o d e

§ 6 3 - 3 0 2 2 D

I o w a  I o w a

C o d e  

§ 4 2 2 . 1 2

D A T E

E N A C T E D

E n a c t e d

i y 7 7
A m e n d e d  

1 9b 1

1 9 7 7

1577
A m e n d e d

1 9 0 0

C R E D I T  

D E D U C T I  O N

T r u e  

C r e d  i t

T r u e

D e d u c t  i o n

T r u e  

C r e d i  t

K a n s a s K a n .  S t a t .

S 7 9 - 3 2 . 1  1 1 A

T r u e  

C r e d i  t

T I E D  I N T O  

FFDFRAI. C O D E

No

Y e s

Y e s

Y e s

I n d i v i d u a l s  a r e  a l l o w e d  a c r e d i t  a g a i n s t  

t a x e s  i m o o s e d  in a n  a m o u n t  e q u a l  t o  10 

p e r c e r t  o f  t h e  e m p l o y m e n t - r e l a t e d  e x p e n s e s .  

T h e  a iount o f  e m p l o y m e n t - r e l a t e d  e x p e n s e s  

w h i c l  m a y  b e  t a k e n  i n t o  a c c o u n t  m a y  n o t  

e x c e e d  5 2 , 0 0 0  if t h e r e  is o n e  q u a l i f y i n g  

i n d i v i d u a l  a n d  5 4 , 0 0 0  if t h e r e  a r e  t w o  

o r  m o r e  q u a l i f y i n g  i n d i v i d u a l s .  N o n -  

r e f  u n d a b l e  .

I n d i v i d u a l s  a r e  a l l o w e d  a s  a d e d u c t i o n ,  t h e  

e m p l o y m e n t - r e l a t e d  e x p e n s e s  f o r  d e p e n d e n t  

c a r e  a s  d e f i n e d  in I R C  4 4 A ( c ) ( 2 ) .  T h e  

a m o u n t  o f  e m p l o y m e n t - r e l a t e d  e x p e n s e s  

w h i c h  m a y  b e  t a k e n  i n t o  a c c o u n t  m a v  n o .  

e x c e e d  5 2 , 0 0 0  if t h e r e  is 'one q u a l i f y i n g  

i n d i v i d u a l  a n d  5 4 , 0 0 0  if t h e r e  a r e  t w o  

o r  m o r e  q u a l i f y i n g  i n d i v i d u a l s .  N o n -  

re f  u n d a b l e .

I n d i v i d u a l s  a r e  a l l o w e d  a s  a c r e d i t  a g a i n s t  

t a x e s  i m p o s e d ,  a n  amour.t e q u a l  t o  5 p e r c e n t  

e m p l o y m e n t - r e l a t e d  e x p e n s e s ,  s u b j e c t  t o  t M e  

l i m i t a t i o n s  p r o v i d e d  b y  I R C  § 44A. N o n -  

r e f u n d a b l e .

I n d i v i d u a l s  m a y  c r e d i t  a p e r c e n t a g e  o f  t h e  

F e d e r a l  C r e d i t  f o r  D e p e n d e n t  C a r e  e x p e n s e s  

a g a i n s t  h i s / h e r  K a n s a s  P e r s o n a l  I n c o m e  T a x  

l i a b i l i t y .  T h e  p e r c e n t a g e  is d e t e r m i n e d  

o n  a g r a d u a t e d  s c a l e  d e p e n d i n g  u p o n  a n  
i n d i v i d u a l ’s K a n s a s  a d j u s t e d  g r o s s  i n c o m e .  

T h e  p e r c e n t a g e s  r a n g e  f r o m  10 0  p e r c e n t  for 

t a x p a y e r s  w i t h  a n  a d j u s t e d  g r o s s  i n c o m e  

o f  n o t  o v e r  5 5 , 0 0 0 ;  t o  0 p e r c e n t  fo r  

t a x p a y e r s  w i t h  a n  a d j u s t e d  g r o s s  i n c o m e  

o f  5 1 4 , 0 0 0 . 0 1  a n d  o v e r .

E X P L A N A T I O N



S T A T E

K e n t u c k y

I.ou i s i a n a  

M a i n e

M a r y l a n d

M a s s a c h u -

s e t t s

C O D E  C I T E

Ky. R e v i s e d  

S t a t .
§ 1 4 1 . 0 1 0

D A T E

E N A C T E D

1 9 7 0

4 7 l.a. R e v i s e d  

S t a t .

§§ 2 9 6  el .  seg.

36 Me .

R e v i s e d  S t a t .

§ 5 1 2 7 ( 2 )  1 9 6 9

81 Md. 
C o d e  

§ 2 8 0 ( c )

62 Mass. 
G e n .  L a w s  

§ 3B

CREDIT
DEDUCTION

T r u e  

C r e d i  t

T r u e  

C r e d  i t

T r u e  

C r e d i  t

T r u e
Deduct ion

T r u e

D e d u c t  ion

T I E D  I N T O  

F E D E R A L  C O D E

Y e s

Y e s

Y e s

Y e s

E X P L A N A T I O N

A  K e n t u c k y  t a x p a y e r  c o m p u t e s  h i s / h e r  

K e n t u c k y  i n c o m e  t a x  o n  t h e  F e d e r a l  

t a x a b l e  i n c o m e  a c t u a l l y  p a i d  o r  a c c r u e d  

f o r  t h e  y e a r  c i n c o m e  t a x e d  in K e n t u c k y ,  

m i n u s  a n y  F e d e r a l  t a x  c r e d i t s  a c t u a l l y  

u s e d  b y  t h e  t a x p a y e r ,  t h u s  t h e  F e d e r a l  

C r e d i t  f o r  D e p e n d e n t  C a r e  s e r v i c e s  is 

a v a i l a b l e  a g a i n s t  K e n t u c k y  t a x  l i a b i l i t y .

A L o u i s i a n a  t a x p a y e r  c o m p u t e s  h i s / h e r  

p e r s o n a l  i n c o m e  t a x  a s  a f r a c t i o n  o f  t h e  

F e d e r a l  i n c o m e  t a x  l i a b i l i t y ,  t h e r e b y  

i n c o r p o r a t i n g  t h e  F e d e r a l  c r e d i t  f o r  

d e p e n d e n t  a n d  c h i l d  c a r e  e x p e n s e s .

I n d i v i d u a l s  a r e  a l l o w e d  a s  a c r e d i t  

a g a i n s t  t a x e s  i m p o s e d ,  a n  a m o u n t  e q u a l  

t o  15 p e r c e n t  o f  t h e  F e d e r a l  t a x  c r e d i t  

a l l o w a h i e  f o r  c h i l d  c a r e  e x p e n s e s .  I n  n o  

c a s e  w i l l  t h i s  c r e d i t  r e d u c e  t h e  i n c o m e  

t a x  t o  l e s s  t h a n  z e r o .  N o n - r e f u n d a b l e .

A M a r y l a n d  t a x p a y e r  m a y  d e d u c t  t h o s e  

d e n o n d e n t  c a r e  e x p e n s e s  f o r  w h i c h  a 

c r e d i t  is a l l o w a b l e  u n d e r  I R C  § 44A. 

N o n - r e f u n d a b l e .

I n d i v i d u a l s  a r e  a l l o w e d  t o  r e d u c e  t h e i r  

a d j u s t e d  g r o s s  i n c o m e  in a n  a m o u n t  e q u a l  

to  t h e  c h i l d  c a r e  c r e d i t  a l l o w a b l e  u n d e r  

I R C  § 4 4 A c o m p u t e d  w i t h o u t  r e g a r d  to 

S e c t i o n  4 4 A ( b )  o f  t h e  C o d e  m u l t i p l i e d  

b y  5.



S T A T E  

Mi n n e s o t a

M o n t a n a

N e b r a s k a

D A T E

C O D E  C I T E  E N A C T E D

1 9 7 7
M i n n .  S t a t .  A m e n d e d

S 2 9 0 . 0 6 7  1 9 8 0 ,  8 1

R e v i s e d  C o d e  

o f  M o n t .

S 1 5 - 3 0 - 1 2 1

N e b .  R e v i s e d  

S t a t .

6  7 7 - 2 7 1 5

C R E D I T

D E D U C T I O N

T r u e  

C r e d  i t

T r u e

D e d u c t  i o n

T r u e  

C r e d  i t

T I E D  I N T O

FFD E R A I .  C O D E

Y e s

Y e s

Y e s

A n  i n d i v i d u a l  m a y  t a k e  a s  a c r e d i t  a g a i n s t  

t a x  d u e  a n  a m o u n t  e q u a l  t o  t h e  d e p e n d e n t  

c a r e  c r e d i t  f o r  w h i c h  h e  is e l i g i b l e  u n d e r  

I R C  S 4 4A s u b j e c t  t o  t h e  f o l l o w i n g  l i m i t a -  

t i o n s :

1) T h e  c r e d i t  f o r  e x p e n s e s  i n c u r r e d  for 

e m p l o y m e n t - r e l a t e d  d e p e n d e n t  c a r e  

m a y  n o t  e x c e e d  $ 4 0 0  f o r  o n e  i n d i v i ­

d u a l  a n d  $ 8 0 0  f o r  t w o  o r  m o r e  d e p e n d e n t s .

2 )  T h e  c r e d i t  is r e f u n d a b l e .

3) T h e  t o t a l  c r e d i t  is r e d u c e d  b y  5 

p e r c e n t  o f  t h e  a m o u n t  b y  w h i c h  th e  

c o m b i n e d  F e d e r a l  a d j u s t e d  g r o s s  i n c o m e  

o f  t h e  t a x p a y e r s  e x c e e d s  $ 1 5 , 0 0 0 .

In c o m p u t i n g  n e t  i n c o m e ,  t h e r e  a r e  a l l o w e d  

a 3  d e d u c t i o n s ,  c h i l d  a n d  d e p e n d e n t  c a r e  

s e r v i c e s  d e t e r m i n e d  i n  a c c o r d a n c e  w i t h  

t h e  p r o v i s i o n s  o f  6 2 1 4  o f  t h e  IR C  o f  

1 9 5 4  t h a t  w e r e  i n  e f f e c t  fo r  t h e  t a x a b l e  

y e a r  t h a t  b e g a n  J a n u a r y  1, 1 9 7 4 .  T h e  

a m o u n t  o f  e m p l o y m e n t - r e l a t e d  e x p e n s e s  

w h i c h  m a y  b e  t a k e n  i n t o  a c c o u n t  is l i m i t e d  

t o  $ 6 0 0  f o r  o n e  i n d i v i d u a l  a n d  a n  a m o u n t  

n o t  g r e a t e r  t h a n  $ 9 0 0  f o r  2 o r  m o r e  

d e p e n d e n t s .  D e p e n d e n t  is d e f i n e d  a s  a 

p e r s o n  w i t h  r e s p e c t  t o  w h o m  t h e  t a x p a y e r  

is e n t i t l e d  t o  a n  e x e m p t i o n  u n d e r  S e c .

1 5 ( e )  w h o  h a s  n o t  a t t a i n e d  t h e  a g e  o f  

13 y e a r s .

A N e b r a s k a  t a x p a y e r  c o m p u t e s  h i s / h e r  i n c o m e  

t a x  a s  a f r a c t i o n  o f  t h e  F e d e r a l  I n c o m e  

T a x  L i a b i l i t y ,  t h e r e f o r e ,  a d o p t i n g  t h e  

F e d e r a l  D e p e n d e n t  C a r e  C r e d i t  I R C  S  44A.

E X P L A N A T I O N
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S T A T E C O D E  C I T E

D A T E

E N A C T E D

C R E D I T

D E D U C T I O N

N e w  Y o r k

N e w  J e r s e y

N o r t h

C a r o l i n a

O k l a h o m a

6 0  N Y

C o n s o l .  L a w s  

A r t .  23 S 6 0 6

N J  R e v i s e d  

S t a t .

6 5 4  : 8 A - 1 5  .1

N C  G e n .  

S t a t .

B 1 0 5 - 1 4 7

6 8 O K  

S t a t .

§ 2 3 5 7

A m e n d e d

1 9 7 7

E n a c t e d

1 9 7 8

A m e n d e d

1 9 8 1

1 9 8 1

1 9 7 5

T r u e

C r e d i t

T r u e  

C r e d i  t

T r u e

C r e d i t

T r u e  

.'redi t

TIF.D I N T O  

F E D E R A L  C O D E

Y e s

Y e s

N o

Y t s

E X P L A N A T I O N

I n d i v i d u a l s  a r e  a l l o w e d  a c r e d i t  a g a i n s t  

t a x e s  i m p o s e d  i n  a n  a m o u n t  e q u a l  t o  2 0  

p e r c e n t  o f  t h e  c r e d i t  a l l o w e d  s u c h  t a x ­

p a y e r  p u r s u a n t  t o  I R C  B 4 4 A .  T h e  a m o u n t  

o f  t h e  c r e d i t  a l l o w a b l e  a g a i n s t  N e w  Y o r k  

t a x  m a y  n o t  e x c e e d  t h e  a m o u n t  o f  N e w  

Y o r k  t a x .  N o n - r e f u n d a b l e .

I n d i v i d u a l s  a r e  a l l o w e d  a c r e d i t  a g a i n s t  

t a x e s  i m p o s e d  in a n  a m o u n t  e q u a l  t o  20 

p e r c e n t  o f  t h e  c r e d i t  a l l o w e d  s u c h  t a x ­

p a y e r  p u r s u a n t  t o  I R C  § 4 4 A .  T h e  a m o u n t  

o f  t h e  c r e d i t  a l l o w a b l e  a g a i n s t  N e w  

J e r s e y  t a x  m a y  n o t  e x c e e d  t h e  a m o u n t  o f  

s t a t e  t a x .  N o n - r e f u n d a b l e .

I n d i v i d u a l s  a r e  a l l o w e d  a c r e d i t  a g a i n s t  

t a x e s  i m p o s e d  i n  a n  a m o u n t  e q u a l  t o  7 

p e r c e n t  o f  e m p l o y m e n t - r e l a t e d  e x p e n s e s .  

T h e  e x p e n s e s  o n  w h i c h  t h e  c r e d i t  is 

c o m p u t e d  s h a l l  n o t  e x c e e d  5 2 , 0 0 0  f o r  o n e  

q u a l i f y i n g  i n d i v i d u a l  a n d  5 4 , 0 0 0  p e r  y e a r  

t o t a l .  N o n - r e f u n d a b l e .

I n d i v i d u a l s  a r e  a l l o w e d  a c r e d i t  a g a i n s t  

t a x e s  i m p o s e d  in a n  a m o u n t  e q u a l  t o  20 

p e r c e n t  o f  t h e  c r e d i t  a l l o w e d  s u c h  a 

t a x p a y e r  p u r r u a n t  t o  I R C  S 4 4 A .  T h e  

m a x i m u m  c h i l d  c a r e  c r e d i t  a l l o w a b l e  o n  

t h e  O k l a h o m a  t a x  r e t u r n  s h a l l  b e  p r o ­

r a t e d  o n  t h e  r a t i o  t h a t  O k l a h o m a  

a d j u s t e d  g r o s s  i n c o m e  b e a r s  t o  t h e  

F e d e r a l  a d j u s t e d  g r o s s  i n c o m e .



S T A T E

O r e g o n

S o u t h  

C a r o l i n a

V e r m o n t  

V i r g i n i a

C O D E  C I T E

D A T E

E N A C T E D

C R E D I T

D E D U C T I O N

O r e .  S t a t .  

S  3 1 6 . 0 7 8
T r u e  

C r e d i  t

S C  C o d e  

1 2 - 7 - 7 0 0

T r u e

D e d u c t i o n

32 Vt .  S t a t .  

S 5 8 2 2

T r u e  

C r e d i  t

Va .  C o d e  
0 5 8 - 1 5 1 - 0 1 3

A m e n d e d  

1 9 8 1 ,  82

T r u e

D e d u c t i o n

W i  s c o n s i n W i s .  C o d e  

§ 7 1 . 0 2
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ABOUT THIS REPORT
need for qua lity day care services fo r employees’ pre-school 
has increased dramatica lly in the last decade. Many em- 
nave recognized the problems that employees face due to 
l ia b i l i ty  of qua lity day care services for the ir young children 
attempted to solve these problems by providing such services 
mployccs as a fringe benefit.
book explores the subject of employer-sponsored day care 

s from two perspectives. F irs t, it discusses various types of 
'-sponsored day care programs in terms of how the business 
ical needs of the employer and employee can be met under 
gram. Second, it compares the tax benefits that can flow to 
ioyer from establishing each of the various types of day care 
•, with particular emphasis on deductions tha t may be claimed 
less expenses, depreciation and amortization. O ther altcrna- 
rt can maxim ize tax savings, such as the use of an exempt 
tion or a vo lun ta ry employee benefit association to admin- 
operate a day care fac ility , are also examined.
i included in this book is a discussion of the tax effects on 
es of employer-sponsored day care. The question of whether 
enefits received under such programs w ill be includib le in 
oyee’s gross income is explored, and the relevance of the tax 
r child care expenses is explained.
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TI1 Overview

The increasing awareness of employers of the need for providing 
qua lity day care services for employees' preschool children has 
prompted many employers to offe r employer-sponsored day care 
programs as part of the ir overall employee benefit packages. Such 
programs can be struc tu red so as to provide tax benefits for both the 
employer and the employee. Further, studies have shown that 
employers can reap benefits tha t extend beyond potentia l tax 
advantages. In many instances, employers report a more positive 
employee attitude , a declining level of absenteeism, a decreased rate 
o f em p loyee tu rn o ve r, and increased success in employee 
recru itm en t.

In structu ring an employer-sponsored day care program , an 
employer must take into account both its physical and business needs 
and the tax consequences tha t may flow from its decision to operate 
the program in a particu lar form . There are two basic types of 
employer-sponsored day care programs: ( 1) employer-responsibility 
programs and (2) employer-assistance programs. Under an employer- 
responsib ility program , the employer develops and operates the day 
care center for the benefit of the employees. Employer-assistance 
programs are those in which the employer aids the employee either in 
paying for day care services or in selection of a day care center. See 
H 3-8, below.

Generally, an employer-responsibility program involves large 
capita l expenditures on the part of the employer. Such expenses are 
not cu rren tly deductible, but can be depreciated or amortized. See 
H 11-16, below . Converse ly , an em p loye r-ass is tance prog ram 
generally involves only curren tly deductib le business expenses on the 
part of the employer. See U 10, below.

in structu ring a day care program , an employer may also choose 
to create a separate tax-exempt corpora tion to adm inister and 
operate the day care facility . In some cases, a vo luntary employee 
benefit association (a specific type of exempt organization) may also 
be used as a vehicle for establishing an employer-sponsored day care 
program . See Hi 18-19, below.

Employee benefits. An employer-sponsored day care program 
can offer multip le benefits for employees. First, qualifying employees 
are provided with a needed service at a reduced cost. Second, the 
employee receives a tax cred it for expenses incurred with respect to 
payment fo r day care ser/ices. Third, the employee may not be 
taxable on tha t portion of the •: ̂ sts tha t is assumed by the employer if 
such costs are not deemed to oe 'nnge benefits the value of which is 
includible in his or her gross income. See H 20-2 1 , below.

m



i i fu d u r in g  Day Lo re Programs

STRUCTURING DAY CARE PROGRAMS

In General
here are a number of basic programs under which an employer 
provide day care services to employees, and e3ch type can be 
itageous to a particu lar class of employer. The various programs 
esigned to meet the business and physical needs of the employer 
ne employees, but each has its own tax consequences.

he most common types of employer-provided day care services 
nployees' children are described herein. The tax ram ifications of 
ing each such program are discussed at H 9 and following.

s a general rule, although there are numerous variations, the 
ams can be divided into two basic groups: ( 1 ) where the 
jye r has the prim ary and direct responsib ility for developing and 
aining the day care program (called an "employer-responsib ility 
am "), and (2) where the employer assists in paying for and 
ting independent day care services for employees' pre-school 
en (called an "employer-assistance prog ram ").

n employer-responsibility program generally involves setting 
a portion of the work facilities for a day care center or the 
lishment of a building in the area for this purpose. This type of 
am usually requires a large capita l investment and provides the 
?yer w ith the tax choice of electing depreciation (1111) or 
tization (H 14) of capita l expenditures. An employer-responsibility 
am gives the employer maximum con tro l over the operation of 
ay care center, but also exposes it to greater liability for the 
is  <h the center. See 11 4-5, below, for examples of employer- 
nsibility programs.

n employer-assistance program is one in which the employer 
s the employee in paying for the day care services or assists in 
election of a commercia l day care service. Since the employer 
ninimal con tro l over the operation of the center, its liability and 
; involvement are less than they would be under an employer- 
nsibility program . This type of program provides business 
ise deductions only; amortiza tion and depreciation deductions 
lo t available. See 116-8. below, for examples of employer- 
ance programs.

On-Site Facility
n on-site facility program is a type of employer-responsibility 
am in which a day care center is located on the business 
ses of the employer or in an area close to the worksite. It is 
?nient fo r the employee because he or she does not have to 
to a commercia l day care center before going to work. In 
on to making commuting more convenient, it also provides the 
>yee with the security of knowing that, if his or her child should 
ne ill. he or she wili not have to drive across town in order to 
ie com fo rt and care. Some employers even provide an in firm ary 
tildren who con trac t contagious diseases.

Vendor Program 7

The on-site facility may be operated directly by the employer or 
by a private company that con tracts w ith the employer to operate the 
day care center. As with the company cafeteria, the day care program 
generally is not provided free of charge, but the employee does obtain 
the services at a bargain rate.

The on-site facility can be econom ically advantageous where a 
large number of children are cared for and the parents work at the 
same location as the center. Properly operated, the facility can 
provide the children with high quality care at a reasonable cost and 
w ith maximum convenience to the parents. The on-site facility 
generally involves the largest capital investment for the employer, but 
it has the potentia l for providing the greatest convenience and 
security fo r the employees. This can translate into a work force with 
high morale and low employee tui nover.

H 5 Industrial or Commercial Complex Facility

The industria l or commercia l complex facility, a type of employer- 
responsib ility program , is an extension of the on-site facility. It is 
established in an industria l or commercia l complex by various 
employers in the community for the ir mutual benefit. 8ecause it is 
necessarily larger than the on-site facility and draws children from a 
larger base of employees, the industria l or commercia l complex day 
care facility will be cushioned from the significant variations in 
enrollment tha t can plague an on-site facility. Such a day care facility 
is designed to handle a fluctuating number of children within 
maximum and m inimum lim its; enrollment in excess of the maximum 
number prevents the children from receiving adequate care, and a 
m in imum number of children must be enrolled in order to maintain a 
reasonable cost per child.

For a general discussion of the tax consequences of this type of 
day care program , see H17, and, for a discussion of its use as it 
relates to amortiza tion, see H 16.

116 , Vendor Program

A vendor day care program , a type of employer-assistance 
program , involves the purchase by the employer of a number of 
enrollment spaces in one or more local commercia l day care centers, 
and a subsequent resale of the spaces to the employees at a bargain 
rate. Such a program allows the employer to p ro v id i the employees 
day care services w ithou t incurring the management problems of 
operating such a center and to do so w ith m inimal bookkeeping. An 
advantage of this plan is the elim ination of adm in istra tion and other 
difficu lties involved in providing the employees with on-site day care. 
It also helps to insulate the employer from potentia l liability arising 
from direct operation of a day care center. The flexib ility of this plan, 
along w ith the absence of any capital investment on the part of the 
employer, makes it ideal for companies w ith a relatively small number 
of employees.

U 6



Tax Consequences

7 Voucher Program
In a voucher day care program , another type of employer- 

sistance program , the employer gives the employee a coupon worth 
;pecified amount of money. The voucher may be used to pay for a 
rresponding portion of day care services from any licensed provider
such services. This prog ram gives the employee the full 

sponsibility for and contro l over placement of his or her child in a 
ensed center, and affords the employer with maximum protection 
jm  liability. A voucher program is useful fo r the employer w ith many 
nail locations that are scattered over a large area, i.e., a chain store 
>eration.

8 Family Satellite Program
The fam ily satellite day care program , which was pioneered by ' 

ie  ho sp ita l in d u s try , invo lves the re c ru it in g , tra in in g , and 
oordination of private homeowners who convert the ir houses into 
mall day care centers. It is a ' ‘h yb rid " program in that it contains 
spects of both an employer-responsib ility program and an employer- 
ssistance program.

Under the satellite program , the employer is responsible for 
eeking out and tra in ing potentia l day care operators. In addition, the 
mployer generally provides or subsidizes various auxiliary services 
uch as hot lunches, health programs, and low-interest loans for 
eeded renovations to meet licensing requirements. Through the use 
I existing homes and w ith m inimal adm in is tra tion , this can be an 
conom ical way in which to provide day care services for employees, 
t relieves the employer of the need to make a large capital 
ivestm ent, and it provides local families who have a desire to 
stablish a day care center in the ir homes w ith the assistance they 
leed to establish a high-quality day care facility.

TAX CONSEQUENCES 

U 9 Overview
The day care programs discussed at 13-8 , above, are designed to 

meet the business and physical needs of the employer and the 
employees. Although a day care program will not be designed tc 
achieve a particu la r tax consequence, the tax consequences to the 
employer do vary from program to program and should be taken into 
account when deciding which program to adopt.

Whether a day care program is categorized as an employer- 
responsibility program or an employer-assistance program has a 
major effect on the tax trea tm en t resulting under the program. An 
employer-assistance program involves annual expenses on the part of 
the employer tha t are complete ly deductib le as business expenses. An 
employer-responsib ility program usually involves the employer’s 
making a sizable capital investment, a portion of which can be 
deducted each year the center is in operation. To the extent of ther  -7

capita l expenditure, the employer will be able to elect from the various 
forms of depreciation and amortiza tion, Thus, in proportion to what 
the employer spends, the adoption of an employer-responsibility 
program will res tric t the employer's deduction in the firs t year of day 
care service operation, but the employer will be able to claim 
deductions in subsequent years. An investment in an industria l or 
commercia l complex day care facility would give the employer a 
deprecia tion deduction if the complex was owned as a partnership by 
the various employers; however, if it was held as a corpora tion , then 
no deduction would be available. See H 17, below.

Creating an exempt organization may provide the employer with 
another tax alternative: The employer may establish a separate, not- 
fo r-p ro fit corpora tion tha t owns and operates the day care center, but 
the initia l sta rt-up cost and any additional money needed for the daily 
operation are "d ona te d " by the employer. Assuming that the day 
care co rpo ra tion does qualify as an exempt organization, the 
employer s donation is fully deductib le as a contribu tion to a not-for- 
p ro fit corpora tion even though the donation is used to purchase a 
capita l asset, j

H 10 Business Expenses
With a few exceptions, the costs of operating an employer- 

assistance program qualify as business expenses and are deductible in 
the year of payment. Although employer-responsib ility prograrrfs 
p r im a rily invo lve cap ita l expend itu res th a t are not cu rren tly 
deductib le, they may generate some curren tly deductible business 
expenses attribu tab le to operating costs. But a d istinction must be 
made between operating costs and capital costs. These are terms of 
art and each program and the expenses attribu tab le there to must be 
exam ined individually.

Generally, an employer wants to deduct as much of the day care 
program expenses as possible in the curren t tax year so as to reduce 
tax liability fo r tha t year. But, in some cases, the employer may feel 
tha t postponement of the deduction will result in greater overall tax 
savings. Because both corporate and individual income are taxed at 
graduated rates, it may not be fru itfu l fo r an employer to offset the 
entire curren t year's income w ith day care expense deductions 
because some of tha t income will be taxed at a low or zero rate. 
Rather, the employer may find it more advantageous to postpone 
cla im ing a portion of the deduction until a later y^ar so as to lower tax 
brackets in several years and achieve greater overall tax savings.

Day care program expenses are deductible by the employer in the 
year of payment if they are related to the employer's business and 
produce a benefit tha t lasts fo r no more than a year. Business 
expenses incurred in the operation of a day care center include 
amounts paid fo r salaries, supplies, month ly rent, and other items on 
an annual or more frequent basis. Capital expenses incurred in the 
operation of a day care center include amounts paid for assets that 
have an expected useful life of more than a year, such as land, 
buildings, playground equipment, machines, and furn iture. Capital 
expenditures can also include intangible assets tha t last for more than

Business Expenses 9

H 10



10 Tax Consequences

a year, such as contract rights or a long-term lease. Generally, an 
employer will prefer to classify a day care program expense as 
business rather than capital so as to reap the benefit of an immediate 
deduction instead of having to wait for the long-term benefits of a 
depreciation or amortization deduction. (See U 11-16, below.)

Business expenses are deductible to the extent that they are 
"ordinary and necessary" (Code Sec. 162(a)). That is. the cost must 
be reasonable in light of the objective sought. I i .e  definition of the 
term "ord inary and necessary" was provided by the U.S. Supreme 
Court in Welch v. He1 ig (3 ustc 5 1 1 6 4 , 290  US 111): 
"Necessary" means an> >ense that is appropriate* and helpful to 
the development of the business, and "o rd in a ry" means an expense 
that is not unique iri the group or com m unity of which the employer is 
a part.

The cost of providing day care facilities to employees is a 
legitimate business expense (Rev. Rul. 73-348, 1973-2 CB 31). 
However, the expense must be reasonable in terms of the per child 
cost, and the cost per employee must be in line with the objective of 
attracting, and retaining, good employees.

As stated above, the vendor and voucher programs provide the 
employer with an annual deduction for the entire cost of operation 
because neither program involves an investment in capital assets. 
However, an exception may be found where the vendor program is 
used if a certain part of the cost is allocated to the reservation of 
enrollment spaces at the day care center for future years.

U l l Depreciation of Day Caro Facilities

The establishment of an employer-responsibility program usually 
nvolves capital expenditures by the employer. The employer has the 
choice of electing depreciation or am ortization deductions (see 
112-16, below) w ith respect to certain capital expenditures. Under its 
depreciation provisions, the Code (Sec. 167) allows the employer to 
deduct the cost of qualified capital expenditures purchased for the 
operation of the day care center, but the deduction is spread over the 
orojected life of each particular asset. The depreciation provisions are 
applied to any qualified asset that is consumed or rendered worthless 
through use or time spanning more than one year, so that, on an 
average, the amount deducted in any one year will reflect the 
decrease in value for that year. In a day care center, a depreciable 
asset includes the portion of the building in which the center is 
ocated, furniture, appliances, or any other items that are not used 
jp, consumed or destroyed within one year. Land on which the 
auilding sits is not a depreciable asset because it is not consumed 
hrough use and does not lose its value by passage of time.

1 1 0

Factors in Depreciation 11

H 12 Factors Involved In Depreciation

There are three factors that an employer must use in determining 
the annual deduction for depreciation in connection w ith a day care 
facility: basis, useful life, and salvage value. The annual straight-line 
depreciation is determined by deducting the salvage value from  the 
basis, and then dividing the remainder by the useful life of the asset.

B*sls. Generally, an employer’s basis in an asset is the purchase 
price or cost of construction. Basis does not include interest on the 
purchase loan or o ther costs of financing, but does include 
transportation costs, set-up costs, and construction perm it costs. The 
employer can increase the basis of an asset after acquisition by 
making improvements or additions to the asset that extend its life or 
increase its value. In the case of a building, the costs of excavation, 
permits, contractors, and materials are included in determining basis 
for purposes of the depreciation calculation, but the cost of the land 
on which it stands is not included. If the building was purchased with 
the land, an allocation of the purchase price must be made between 
the land and the building. This is because land is neither consumed 
nor rendered worthless through use. If a wing or new room  is added to 
the building later, the basis will be increased.

Useful life. The useful life of an asset is a projected fig i/e 
determined when the asset is acquired. It refers to the number of 
years the employer expects to use the asset rather than to the 
number of years that it could be used. If an employer establishes a 
policy of replacing a type of day care equipment more frequently than 
is the normal practice in the industry, the useful life established by the 
employer is the figure to be used.

Selvage value. The salvage value of an asset, determined at 
acquisition, is the projected value of the asset when it is disposed of at 
the end of its projected useful life. Once established, the salvage value 
is not adjusted for unexpected changes in the market value of the 
asset, but it is affected by the employer's plans for using and 
maintaining the asset.

In determining the salvage value of an asset with a useful life of 
three years or more, the projected salvage value may be reduced by 
10 percent of the full adjusted basis of the property when acquired. 
The salvage value cannot, however, be reduced below zero.

C a lcu la tion  o f s tra ig h t- lin e  dep rec ia tion . S tra ig h t- lin e 
depreciation, the easiest to use (and most com m only used) method 
of depreciation, is calculated by reducing the basis by the salvage 
value and dividing the remainder by the useful life. If the employer did 
not acquire the asset at the beginning of the tax year, the 
depreciation for the first year must be prorated accordingly.

Example: T.L. Jones Manufacturing Company constructed a
free-standing building on the industrial property of its factory for
the purpose of providing its employees with a day care center.
The construction cost of the building was 580,000, and it had a
useful life of 40 years, after which the salvage value of the building

(i l  o



would be $15,000. Straight-line depreciation on the building is 
calculated as follows:

Basis    <80.000
L«s Salvage value reduced 

by 10% ul basis
*I5.UX) -  ($80,000 X  10%)   7,000

Basis subject lo depreciation ,    $73,000

Annual depreciation
($73,000 +  40) ................................................................................................. . . . .  $ 1,825

2 Tax Consequences

he calculation of the depreciation for the furniture and machines in 
ne day care center must be made separately, using useful lives 
snging from  three to ten years and salvage values that will often be 
ero.

13 Other Methods of Depreciation
Although a detailed discussion of the various methods of 

alculating depreciation is beyond the scope of this book, some 
omprehension of accelerated depreciation must be acquired before 
n employer can com pare the value of electing depreciation to that of 
lecting am ortization of day care facilities under Code Sec. 188 (see 
14-16 , be low ). S tra igh t-line  deprec ia tion  rem ains constan t 

nroughout the life of the asset, except for the first and last years, but 
ccelerated depreciation is different every year w ith a large deduction 
be first full year and a steady decline in the amount of the deduction 
i  each succeeding year. The two m ost popular methods of 
ccelerated depreciation are declining-balance depreciation and sum 
•f the years-digits depreciation. Declining-balance depreciation can 
louble the depreciation deduction the first full year, and sum of the 
ears-digits depreciation can produce an even larger first-year 
leduction.

An em ployer’s use of accelerated depreciation w ith respect to 
wildings is severely limited. New buildings may be depreciated by an 
•mployer on an accelerated basis by use of the declining-balance 
nethod only, which is lim ited to 150 percent of straight-line
lep rec ia tion , This means tha t the firs t year of accelerated 
lepreciation on a new building cannot exceed 150 percent of the 
lepreciation that would be allowable under the straight-line method, 
.nd the amount of the deduction will slowly decline in succeeding 
ears. An employer can claim depreciation on used buildings on an 
iccelerated basis only after obtaining special permission from  the 
Commissioner of the Internal Revenue Service. However, both
nethods of ac ated depreciation can be used w ith respect to
urniture and m, tes used in a day care program.

A dditiona l flrst-yoar depreciation. In addition to claim ing 
lepreciation on certain kinds of assets, an employer may claim 
‘additional first-year depreciation." Additional first-year depreciation 
•nay be applied to personal property (buildings are not eligible) with a 
jseful life of six years or more. The property can be new or used, but 
t must have been purchased by the employer for use in the day care

Property Qualifying for Amortization 13

operation. The additional first-year depreciation is equal to 20 percent 
of the cost of the asset and is taken in addition to the normal
depreciation claimed in the first year. An employer is limited to a total
annual cost of $10,000, against which the additional first year 
depreciation can be applied. One of the most attractive features of the 
additional first-year depreciation is that the total amount can be 
claimed no m atter how late in the year the employer purchases the 
asset for the day care facility unlike normal depreciation, which must 
be prorated.

U 14 Amortization of Day Care Facilities
Amortization of certain expenditures for day care facilities may be 

achieved under Code Sec. 188 (and only under that Code section).
Although the objective of this Code section was to encourage the
establishment of employer-sponsored day care facilities, its actual 
effect appears to be minimal. The provision is elective, but, in electing 
amortization under Code Sec. 188, the employer foregoes many, of 
the advantages of ordinary depreciation. I

The Code uses the term "am ortiza tion" as a tax mechanism for 
w riting  off a cap ita l expenditure, but it also uses the term 
"depreciation" to mean the same thing. The distinction between the 
two, as they are used in the Code, is slight. Simply stated, 
depreciation is designed to perm it a write-off of a capital expenditdre 
that roughly coincides with the decrease in vaiue of the asset, while *  
amortization permits a more rapid write-off of the expenditure that 
bears no direct relation to the decrease in value of the asset.

Code Sec. 188 provides the employer with an election to deduct 
the cost of acquiring, constructing, reconstructing, or rehabilitating 
employer-sponsored day care facilities over a 60-m onth (5 years) 
period, beginning w ith the m onth the property was placed in service.
The day care facility must be: (1) tangible property, (2) used primarily 
for the children of the employer's employees, (3) subject to 
depreciation, and (4) located within the United States. The facility 
must be placed into service some time after 1971 and prior to 1982.

The calculation of the amortization is as follows: The cost of the 
asset (usually a building housing the child care facilities) is divided by 
60, and the quotient is multiplied by the number of months of service 
provided in the first year. In determining the amount of the 
amortization for each of the second th rough ,the  fifth  years, the 
quotient is multiplied by 12, with any remaining1 amount deducted In 
the sixth year.

H 15 Property Qualifying fo r Amortization
Day care property that qualifies for amortization under Code Sec.

188 is more limited than day care property that qualifies for 
depreciation. To qualify as Code Sec. 188 property, the asset must 
meet the following qualifications:

(1) It m ust be of a character subject to depreciation;

(2) It must be located within the United States;
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(3) It must be a qualified "ch ild  care fac ility "— that is, it must be:

(a) particularly suited to provide day care services, and 
specifically used by the employer for such services primarily for 
its employees:

(b) operated as a licensed or approved facility under 
applicable local law, if any, relating to the day care of children; 
and

(c) if directly or indirectly funded to any extent by the United 
States, established and operated in com pliance w ith  the 
requirements contained in Part 71 of Title 45 of the Code of 
Federal Regulations, relating to Federal Interagency Day Care 
Requirements.
Use o f converted property. The most difficult problem for an • 

employer in determining whether day care facility property qualifies 
as Code Sec. 188 property occurs when it converts property 
previously used for some other purpose to day care property. First, in 
order to qualify, the property, when converted, must be used solely 
for day care purposes. Thus, for example, a day care facility cannot be 
used as an employee recreation room  in the evening. Also, it must 
have permanent physical barriers that separate it from  other parts of 
the building.

The conversion of property currently used for other purposes to 
day care property may disqualify the property for amortization, 
although the law is not clear on this point. The Code provides that the 
election to amortize day care property applies to the employer's cost 
to "acquire, construct, reconstruct, or rehabilitate Section 188 
property." Although this seems to be all-inclusive, it may not include a 
building purchased or built by the employer for some other purpose 
and then converted to a day care facility, because the building was 
not acquired as Code Sec. 188 property. In such a situation, the result 
may be that the employer will be able to depreciate any basis he has 
in the property, but will not be able to amortize it. To date, the courts 
have not considered this question, and the Regulations simply restate 
the language of the Code.

H 16 Disadvantages of Electing Amortization
There are a num ber o f disadvantages to electing rapid 

amortization under Code Sec. 188, m ost of which can be found in 
other sections of the Code.

Depreciation. The 60-m onth am ortization election is in lieu of use 
of the various methods of depreciation. The system that is preferable 
will depend primarily on the nature of the asset. If the asset is a piece 
of machinery, such as a dishwasher, its useful life may be no longer 
than five years, and amortization will not produce a better tax result 
than straight-line depreciation, even thougn some form  of accelerated 
depreciation would allow the employer to claim a greater deduction in 
the first year or two. On the other hand, a building w ith a useful life of 
30 to 40 years (subject to lim itations on the use of accelerated 
depreciation) may be amortized over a five-year period to the

L4 Tax Consequences
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advantage of the employer. The employer may elect to amortize some 
assets and at the same time elect to depreciate others, so as to derive 
the maximum tax benefit from all assets.

Additional first-year depreciation allowance. Where the employer 
elects to use amortization, it loses the benefit of regular depreciation 
as well as the use of additional first-year depreciation allowance. As 
stated at U 13, above, the additional first-year depreciation allowance 
is applicable only to personal property, not buildings, that has a useful 
life of six years or more, and is limited to total annual purchases of 
$10,000. This option can make election of depreciation a better 
alternative for personal property even though it may have a useful life 
of more than five years.

Investment tax credit. An employer cannot claim an investment 
tax credit for day care facilities regardless of whether it elects 
depreciation or amortization (Code Sec. 48(a)(8)).

Tax preference. The annual amortization claimed for a day care 
facility, reduced by any depreciation that could have been claimed on 
the facility, constitutes a tax preference item, and. thus, it increases 
the employer's m inimum tax (Code Sec. 57 (a)(10)).

Gain on sale of day care facilities. Ga n on the sale of a capital 
asset is determined by subtracting the basis from the sale price. The 
gain is taxed as ordinary income if the asset has been held for a yfcfiar 
or less, and as long-term capital gain (only 40 percent of the gain is 
taxed) if it has been held for more than a year. The Code requires that 
any gain on the sale of depreciable personal property be taxed as 
ordinary income to the extent that depreciation was or could have 
been claimed by the employer. The depreciation recaptured on real 
property is the amount of accelerated depreciation in excess of 
straight-line depreciation.

If the employer elects to amortize a day care faciiity over five 
years, and later sells the building and land for more than the basis as 
reduced by amortization, the employer must recapture as ordinary 
income (to  the extent of its gain) the amount deducted through 
amortization. The employer cannot deduct the amount that it could 
have deducted as straight-line- depreciation and recapture that 
amount as long-term capital gain.

Industrial and commercial complex facilities. Because business 
enterprises are often clustered in proxim ity to, each other, it would 
seem natural for a number of employers to cohibine their efforts in 
establishing a day care center that would be available to the 
employees of all the participating employers. A wider base of 
employees would help to diminish the problem of fluctuating need and 
would promote economy of size. Unfortunately, Code Sec. 188 
discourages such cooperation.

The Code does not actually prohibit such joint ventures, but it 
does define day care facilities only as property that is used "prim arily 
for the children of employees of the taxpayer." Because two 
employers cannot both be the primary users of a shared facility, it 
appears that the Code prohibits such cooperative efforts. Further, the

<11 K



gulations have foreclosed any possibility of a multiemployer facility 
jcause they define usage "prim arily  for the children of employees of 
■e taxpayer" as a situation in which "no  more than 20 percent of the 
'erage daily enrolled or attending children for such m onth are other 
an children of such em ployees’ (Reg. § 1 .1 88 -l(d )(4 ). See, also, 
17, below.

17 Tax Aspects of the Industrial or Commercial 
Complex Facility

The tax ramifications of establishing an industrial or commercial 
omplex day care facility (see U5, above) are difficult to assess 
*cause of the necessity of coordinating a number of employers, 
oordination can be accomplished in a number of different ways^- 
irough establishment of a nonprofit corporation (see H 18, below), a 
arporation-for-profit or a partnership.

Corporation. If the employers in a given com m unity form  a 
arporation to operate the day care facility, each employer becomes 
slockholder of the corporation. However, this form  yields no tax 

enefits since the cost of the stock is not a business expense or a 
epreciable capital expenditure for the employers. Further, the 
arporation will probably lose money because day care services are 
-ovided at a bargain rate, but the losses incurred cannot be passed 
a to the employers to offset gains.

Partnership. A partnership may be the preferable business form 
acause it can provide a means of passing through all tax benefits to 
ie employers. Because a partnership is a tax-reporting rather than a 
ix-paying entity, it passes through (on a pro rata basis) all of its 
oss income, business deductions, and annual depreciation to the 
mployer-partners. Thus, each of the employers involved will be 
i t it le d  to a proportionate share of business deductions and 
epreciation. (Of course, the partners could not amortize the capital 
ssets of the day care center (see U 16, above).)

Exempt organization. For a discussion of the use of exempt 
rganizations in establishing day care centers, see 1 18, below.

18 Use of an Exempt Organization
A number of companies and unions have used the exempt 

rganization as a vehicle for establishing day care centers. The 
dvantage of using an exempt organization is that any contribution to 
n organization obtaining tax-exem pt status under Code Sec. 
01(c)(3 ) qualifies for a charitable deauction, while allowing the day 
are center to operate tax-free (in the event that the operation shows 
profit). The problem with such a legal device is that the facilities 

lust be open to all children in the com m unity, and any enrollment 
riteria may not favor the children of employees in any way.

In Rev. Rul. 70-533, 1970-2 CB 112, the Internal Revenue Service 
xamined a day care facility operated by an industrial company for 
ne benefit of the general com m unity, with coincidental benefits 
owing to the employees of the company. The facilities were available 
o the children of the com pany s employees, the children of 
mployees of nearby companies, and the children of people
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recommended by antipoverty and welfare agencie but employment 
with the principal company did not give an employee the right to place 
his children with the center. The IRS ruled that, because the center 
based enrollment on financial need and a child ’s need to be enrolled in 
the program , the day care center was a qualified charitable 
organization.

A day care facility established by a labor union was denied 
recognition as a charitable organization under Code Sec. 501(c)(3), 
and the Tax Court upheld the finding of the IRS (Baltimore Health and 
Welfare Fund, 69 TC 554. Dec. 34,906). The day care facility was not 
qualified as a charitable organization because of the favored status 
enjoyed by the members of the union. The enrollment fee for 
employees’ children was $10 per week, and the fee for the children of 
nonemployees ranged from $17.50 to $25, if there was available 
space. Although, in this case, the day care center qualified as a 
volun tary employees' beneficiary association under Code Sec. 
501(c)(9 ) (see H 19, below), the employer wanted to quajify it as an 
exempt organization under Code Sec. 501(c)(3 ) so that it would be 
eligible for federal assistance. j

In order for a day care facility to qualify as an exempt 
organization under Code Sec. 501(c)(3 ), it must accept children from 
the com m unity in addition to the children of the employer’s 
employees. However, there is at least one employer-sponsored day 
care facility that offers lower rates and preferred entrance statuyrto 
the children of employees while at the same time retaining its status 
as an e xe m p t' rganization under Code Sec. 501(c)(3).

The use of an exempt organization m ight work very well for an 
industrial or commercial complex day care facility. The exempt 
organization would provide a corporate structure for the day care 
facility, and payments by the employer to the center would be 
deductible as chantage contributions.

U 19 Voluntary Employees' Beneficiary Association
Another possible way for an employer to organize a day care 

program is through a voluntary employees' beneficiary association. 
Code Sec. 5 0 1 (c )(9 ) recognizes tha t a voluntary employees' 
beneficiary association that provides benefits to the members of the 
association, or to their dependents and designated beneficiaries, is 
exempt from  taxation, provided no part of the net earnings of the 
association benefits a private shareholder or individual other than 
through the stated purpose of the organization. '

There are very few cases or rulings that interpret this subsection 
of the Code, and proposed regulations introduced under Code Sec. 
5 0 1 (c )(9 )  in 1969 were w ithdraw n. However, new proposed 
re g u la tio n s  were p ro m u lga te d  on Ju ly  17, 1980, and the 
interpretation of the Code given by the proposed regulations is 
favorable to the employer contemplating the establishment of a day 
care facility for its employees' children.

The language of the Code indicates that the purpose of a 
voluntary employees' beneficiary association is to provide for the
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ja ym en t of life, sickness, acc iden t, or o the r benefits to the 
.•mployees. together w ith the ir dependents and beneficiaries. The 
jroposed regulations define "o th e r" to include benefits tha t pro tect 
he employee from a contingency tha t in te rrup ts or impairs a 
nem ber's earning power and provide tha t day care facilities are 
'o the r benefits” (Proposed Reg. § 1.501 (c)(9)-2(d) and (e)).

In orde r to qualify as a vo lun ta ry e nployees’ beneficiary 
association, the day care association must be open to employees on a 
voluntary basis, subject to objective standards relating to length of 
employment and type of employment. The employee-members would 
have to have some meaningful contro l of the day care center 
management. An accep tab le fo rm u la would be to place the 
management of the day care center in the hands of a group of 
trustees, some of whom were appointed by the employees and some 
of whom were appo in ted by the em p loye r (P roposed Reg. 
§ 1.501 (c)(9 )-2 (c )(3 ) and (4)). Also, the day care center would have to 
maintain records tha t reflect the amount con tribu ted by each 
member, the amount con tribu ted by the employer, and the type of 
b e n e f i t s  r e c e i v e d  by e a c h  m e m b e r  ( P r o p o s e d  Reg. 
§ 1.501 (c)(9)-5(a)).

Multiple employer sponsors. The proposed regulations allow 
multiple employers in the same geographic area to join in the 
operation of one tax-exempt employee day care association provided 
the employers are "in the same line of business," Unfortunate ly, that 
phrase is not defined, and, in many instances, diverse types of 
manufacturers may desire to form an industria l or commercia l day 
care complex facility for the benefit of the ir employees (Proposed 
Reg § 1.50 l(c ) (9 )-2 (a )( l) ) .

The proposer! regulations lim it the number of nonemployees that 
can be served by the day care facility to 10 percent of tota l 
enro llm ent in the program . This res tric tion would have to be 
interpreted in a manner complementary w ith the provision allowing 
multiple employers; thus, "nonemployees" would mean those not 
employed by any of the multip le employers partic ipating in the day 
care program . The term "em p loyee " would include an employee 
w ithin the meaning of employment taxes (Subtitle C), an employee for 
purposes of collective bargaining, or a person who would qualify as an 
employee except for the fac t that he is on a leave of absence, works 
tem po ra r ily fo r ano the r em p loye r, works as an independent 
con trac to r, or has been term inated by reason of retirement, disability 
or layoff (Proposed Reg. § 1.501(c)(9 )-2 (b )). A dependent of an 
employee-member would include a member's spouse, any child of the 
member or the member's spouse, and any other individual who the 
association, relying on in fo rm ation furnished to it by the member, in 
good faith believes is a dependent (fo r tax purposes) of the member 
(Proposed Reg. § 1,501(c)(9)-3(a)).

Income to the employee. The proposed regulations state that the 
monetary value of the day care services received by a member must 
be included in the member's gross income to the extent tha t such 
am oun t would be inc luded under the Code (P roposed Reg. 
§ 1.105(c)(9)-6(a)). This provision would place the taxation of the

employee's benefit from the association on the same uncertain 
footing as day care benefits derived from any other employer- 
sponsored day care program. See ̂ 20, below.

Dissolution o f day care program. Using an em p loyees ' 
beneficiary association can create problems in the event tha t the day 
care services are discontinued. The proposed regulations state that 
the assets of a dissolved day care association may not be distributed 
to the contribu ting employer. However, they could be distributed in an 
equitable manner to the members of the association, i.e., the 
employees. This proposed provision m ight be circumvented by placing 
the capita l assets of the day care center in the name of the employer 
and then renting the facilities to the association at a nominal rate.

EMPLOYEES’ TAX CONSIDERATIONS 

Tj 20 Taxation of Fringe Benefits to Employees
An employer's provision of day care services to employees at a 

bargain rate raises the issue of whether such employee benefits are 
fringe benefits the value of which is includible in gross income. Ip the 
past, the Internal Revenue Service has stated that the bargain 
element of the price is compensation to the employee, and, thus, 
should be included in the employee's gross income. Although, 
Congress has forbidden the IRS to issue any regulations or rulings on 
the subject until May 31. 1981, the IRS will continue to follow e x it in g  
regulations, rulings, case law and the like in determ ining what fringe 
benefits are compensation taxable as income (tR-80-119, November 
17, 1980, announcing Rev. Proc. 80-53).

Code provisions. The Code provides tha t gross income includes 
all income from whatever source derived, unless otherw ise provided 
(Code Sec. 61). The Code treats a number of specific categories of 
fringe benefits and states which categories will or will not be included 
in gross income. For example, an employee must include in gross 
income the cost of life insurance prem iums paid by his employer to 
the extent that such prem iums are for life insurance in excess of 
$50,000. But prem iums for life insurance up to $50,000 are not 
includible in gross income (Code Sec. 79). Gross income does not 
include the first $5,000 in employee death benefits (Code Sec. 
101(b)), employer contribu tions to an employee's accident and health 
care prem iums (Code Sec. 105), employer-provided group legal 
services (Code Sec. 120), or tu ition costs paid by an employer (Code 
Sec. 127).

IWork-related expense benefits. The fringe benefits dealt w ith in 
the Code, and listed in the preceding paragraph, would all be 
beneficial to an employee, but none of them would relieve the 
employee of expenses he or she must incur in order to continue his or 
her employment. Among those fringe benefits that do relieve the 
employee of such expenses and that are specifically dealt w ith in the 
Code are employer payment of moving expenses, certain meals anc 
lodging costs, and the value of employer-provided commutinf 
services. Work-related moving expenses paid by an employer an 
specif'ca lly included in gross income (Code Sec. 82), but th<
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employee also gets a lim ited deduction fo r work-re lated moving 
expenses in the determ ination of his or her adjusted gross income, so 
there usually is not a net tax loss to the employee. The value of meals 
and lodging provided to an employee and his fam ily fo r the 
convenience of the employer and on the premises of the employer are 
excluded from gross income (Code Sec. 119). The value of qualified 
commuting expenses provided to an employee is no t included in the 
employee's gross income (Code Sec. 124). The tax trea tm en t of these 
fringe benefits is of particu la r in terest because employer-sponsored 
day care services are also work-related expense benefits.

When Congress has been presented w ith the question of whether 
fringe benefits designed to ease the employee 's work-re la ted 
expenses should be taxed, it generally has answered in the affirmative, 
but an expense for which an employee may receive a tax credit or 
deduction can create problems. Because money paid by an employee 
for day care services can qualify for a tax cred it (see f  120), it is 
conceivable that Congress m igh t decide tha t the value of the day care 
fringe benefit should be included in gross income, w ith a tax cred it 
applied to the amount included. However, because there is a ceiling 
on the maximum allowable cred it, the employee would probably pay 
more in taxes under such an arrangement than if day care expenses 
were tax-free.

Proposod regulations. In September 1975, the IRS issued a 
discussion dra ft of proposed regulations prescrib ing standards for 
determ in ing whether employee fringe benefits result in taxable gross 
income. These proposed regulations were w ithdrawn in December 
1976, follow ing a great deal of critic ism . Subsequently, Congress 
passed legislation forb idd ing the IRS to issue any rules or regulations 
on fringe benefits and reserving the area fo r Congressional action. 
Since that time, Congress has considered legislation on the subject, 
but has passed only extensions of its IRS prohib ition, which curren tly 
is scheduled to expire on May 31, 1981.

The present proposed regulations and the prio r Congressional 
bills bear some sim ilarities tha t may provide a preview of future 
legislation. There is general agreement to adopting a de minimis rule: 
Fringe benefits tha t create a benefit so small tha t it is uneconom ical 
to calculate their value would be tax-free. Day care services would not 
come under this rule; fo r example, a reduction in price of only $20 per 
week would yield an annual benefit of $ 1,000 (commercia l rates are 
often about $65 per week). Both Congress and the IRS have 
suggested a general rule tha t would exempt from gross income fringe 
benefits that, while they are valuable to the employee, are inexpensive 
to the employer. Day care services generally will be quite expensive to 
the employer and, thus, would not qualify under this rule.

Both the IRS and Congress have also considered rules tha t would 
give tax-free status to fringe benefits designed to red ice the 
employee's cost of working. The convenience-of-the-emplo>er test 
recognizes that accepting employment increases the employee's 
month ly expenses and so allows a fringe benefit to be tax-free, 
provided the employee receives the benefit of the services during, or
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immediate ly before or after, working hours. Day care services would 
probably fall w ith in this category.

Withholding by employer. The em lo y e r must also be concerned 
about the taxability of fringe benefits because, if the value of the day 
care services is considered wages to the employee, the employer may 
be required to include the value of the services in the employee's 
gross income fo r purposes of w ithhold ing tax. The regulations do 
exempt from w ithhold ing tax the fair market value of any facilities or 
privileges available to the employee if the facilities or privileges: ( 1) 
have a relatively small value and (2) are offered by the employer 
merely as a means of prom oting the health, good will, contentment, 
or efficiency of its employees (Reg. §31.3401 (a )-1 (b)( 10)). Day care 
services would certa in ly meet the second requirement but could not 
be classified as having a "re la tive ly small value."

The U.S. Supreme Court ruled, in Central Illinois Public Service 
Co. (78-1 u s t c  $ 9254, 98 S.Ct. 917), that, while an employee may be 
taxable on the value of meals provided by the employer, the employer 
is not obligated to w ithhold on the value of such meals. T h e co u rt 
indicated that the employer was not obligated to w ithhold in tha l case 
because there was no indication in the Code or regulations at that 
tim e tha t such payments would be considered wages for w ithholding 
purposes.

The Internal Revenue Service, in implementing the mandate of 
the Central Illinois case, has stated tha t employee fringe benefits tha j 
are includible in gross income will no t be treated as wages subject tc f 
w ithho ld ing if two tests are met: ( 1) the payments are not of the type 
of benefit treated as wages under Code Sec. 3401(a), and (2) there is 
a reasonable belief tha t such benefits should no t be considered 
remuneration fo r services. However, employers must report on Forms 
W-2, Wage and Tax Statements, employee fringe benefits tha t are 
includible in gross income even if they are not subject to withholding 
under the Central Illinois case (IR -80-119. November 17, 1980, 
announcing Rev. Proc. 80-53).

1j21 Credit fo r  Child Care Expenses

Although there is no clear answer to the taxation of day care 
fringe benefits question (1j 20), there is no doubt tha t the employee is 
entitled to a tax cred it fo r his or her cost for employer-sponsored day 
care services if he or she maintains a household in which a dependent 
child resides and the expenses are incurred fbr the care of the child so 
tha t the employee (and his or her spouse, where pertinent) can work 
(Code Sec. 44A), The cred it is equal to 20 percent of the qualifying 
day care expenses paid in a taxable year. To be eligible for the.credit 
for the day care expenses for his or her dependent child, the parent 
must be able to claim a dependency exemption for such child. 
Although not pertinent to this book, a taxpayer may claim dependent 
care expenses fo r a spouse or other dependent who is physically or 
mentally incapable of caring for himself.

If an employee is married, the credit is allowed only if a joint 
re tu rn is filed. However, a married person is treated as "unm arried "
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or cred it purposes it he or she ( 1) is living apart from his or her
fouse for the last six months of the year, (2) files a separate return , ) maintains as his or her home a household which is fo r more than 
alf the year the principal place of abode of a qualifying individual, and 
4) furnishes over half the cost of maintain ing the household for the 
ear.

A divorced or separated employee having custody for a longer 
eriod than his or her fo rm er spouse of a child who is disabled or 
nder age 15 may qualify fo r the cred it even though the employee is 
ot entitled to claim a dependency exemption fo r the child. However, 
ne child must be in the custody of one or both of the parents for 
lo re than half of the calendar year, and the child must receive over 
alf of his or her support from the parents during the taxable year.

The maximum amount of employment-re la ted expenses to which 
ne cred it can be applied is $2,000 if one qualify ing child or dependent 
involved and $4,000 if more than one is involved. The maximum 
redit for one qualifying individual is $400 (20 percent of $2,000); it is 
800 fo r two or more.

The qualifying employment-re la ted expenses may be taken into 
ccount in determ ining the cred it only to the extent of earned 
come— wages, salary, remunera tion fo r personal services, net self- 
Tiployment income, etc. In the case of married employees, expenses 
'e lim ited to the earned income of the spouse w ith the lesser 
mount. Generally, if one spouse is not working, no cred it is allowed. If 
ie nonworking spouse is physically or menta lly disabled or is a full- 
me student at an educational ins titu tion fo r at least five calendar 
onths during the year, however, the law assumes an earned 
come— fo r each month of being disabled or attending school— of 
166 if there is one qualifying child or dependent, or of $333 if there 
e two or more.

Qualifying employment-related expontoj. Qualifying expenses 
elude an employee's cost of having a dependent child (under the age 
15) cared fo r in an employer-sponsored day care facility . The credit 
r child care is for expenses paid for the care of the child, not fo r the 
lild 's education. However, during the period the child is in nursery 
:hool or pre-school, no distinction is made between care and 
lucation . Expenses for education in the firs t and higher grade levels 
e not deductib le, but a portion of the cost allocated to the daily care 
the child can be used in the ca lcu la tion of the credit. Child and 

jpendent care expenses incurred in one year and paid in the 
llowing year may be eligible for the cred it in the year paid, provided 
at such expenses did not exceed the lim ita tions in the year incurred.

Itemized deduction. An election applies fo r an expense that 
ther may be claimed as an item ized medical deduction or may be 
eluded in the amount on which the child care cred it is based. An 
nployee who pays such an expense must elect to claim it as pa rt of 
e medical expense deduction or as part of the child care credit, and 
mnot use it twice, fo r both the deduction and the credit. However, if 
i employee elects to trea t the expense as part of the cred it 
im puta tion amount, any part of the expense tha t cannot be used

12- ' Employees' Tax Considerations
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because of the $2,000 or $4,000 maximum lim ita tion can be included 
in the medical deduction. If an expense is included in the medical 
deduction, the part tha t is not deductible because of the three- 
percent medical deduction lim ita tion cannot be used as part of the 
credit.



S u b s t i t u t e  S e n a t e  D i l l  No.

r o m c  ACT NU. 8 1 - 1 00

AN ACT ALLOW INC, CREDIT AGAINST CORPORATION 
BUSINESS TAXES PCfi EXPENDITURES TO ESTABLISH DAY 
CARE FACILITIES FOR CHILDREN OF EMPLOYEES.

3e i t  e n a c t e d  by t h e  S e n a t e  and House o f 
R e p r e s e u t a t l r e s  i n  G e n e r a l  A s s emb l y  c o n v e n e d :

S e c t i o n  1„ (NEW) T h e r e  s h a l l  be a l l o w e d  a 
c r e d i t  f o r  a n y t a x p a y e r  a g a i n s t  t h e t a x  im p o s e d 
u n d e r  c h a p t e r s  208 , 2 1 1 o r 212 o f  t i i e g e n e r a l
s t a t u t e s  f o r  an y i n c c n e  y e a r ,  i n  an amoun t e g u a l  
t o  t w e n t y - f i v e  pe r c e n t  o f  t o t a l  e r p e n d i t u r e s  p a i d  
o r i n c u r r e d  by s u c h t a x p a y e r  i n  s u c h i n c o n e  y e a r  
f o r  p l a n n i n g ,  s i t e  p r e p a r a t i o n .  c o n s t r u c t i o n ,  
r e n o v a t i o n  o r  a c q u i s i t i o n  o f  f a c i l i t i e s  l o r  
p u r p o s e s  o f  e s t a b l i s h i n g  a c h i l d  day c a r e  f a c i l i t y  
t o  be used p r i m a r i l y  by t h e c h i l d r e n  o r  s u c L  
t a x p a y e r ' s  em p l o y e e s  and e q u i p m e n t  i n s t a l l e d  f o r  
p e rm a n e n t  u s e w i t h i n  o r  i m m e d i a t e l y  a d j a c e n t  t o 
suc h f a c i l i t y ,  i n c l u d i n g  A i t c h e n  a p p l i a n c e s ,  t o  
t o e  e x t e n t  Cha t  such e q u i p m e n t  o r  a p p l i a n c e s  a r e  
n e c e s s a r y  i n  t h e  use o f  su c h f a c i l i t y  l o r  p u r p o s e s  
ot c h i l d  d a y  c a r e ,  p r o v i d e d  (1) su c h l a c i l i t y  i s  
o p e r a t e d  u n d e r  t h e a u t h o r i t y  o f  a l i c e n s e  i s s u e d  
by t h e  c o o c i s s i o n e r  of h e a l t h  s e r v i c e s  i n  
a c c o r d a n c e  w i t h  s e c t i o n s  1 9 - 4 3 b t o  1 9 - 4 3 1 ,  
i n c l u s i v e ,  o f  t h e  g e n e r a l  s t a t u t e s ,  (2) s u c h 
f a c i l i t y  i s  o p e r a t e d  w i t h o u t  p r o f i t  by s u c h  
t a r p a y e r  r e l a t e d  t o  any c h a r g e s  im p o s e d f o r  t h e  
use o f  s u c h  f a c i l i t y  f o r  p u r p o s e s  o f  c h i l d  day
c a r e  and (3) t h e  a a o u n t  o f  t a x  c r e d i t  a l l o w e d  a n y
t a x p a y e r  u n d e r  t h e  p r e v i s i o n s  o f  t h i s  s e c t i o n  f o r  
any i n c o n e  y e a r  nay n o t  e x c e e d t e n  t h o u s a n d
d o l l a r s .  I f  t w o o r  more t a x p a y e r s  s h a r e  i n  t h e  
c o s t  o f  e s t a b l i s h i n g  sucn a f a c i l i t y  f o r  t h e
c h i l d r e n  o f  t b e i r  e m p l o y e e s ,  ea ch s u c h  t a x p a y e r  
s h a l l  be a l l o w e d  s u c h c r e d i t  i n  r e l a t i o n  t o  t h e  
r e s p e c t i v e  s h a r e ,  p a i d  o r  i n c u r r e d  by s u c h 
t a x p a y e r ,  o f  t h e  t o t a l  e x p e n d i t u r e s  r o r  t n e  
f a c i l i t y  i n  s u c h  i n c ome y e a r .  I f  t h e  a a o u n t  o f  
su c h t a x  c r e d i t  a l l o w e d  any t a x p a y e r  f o r  any 
i n c ome y e a r  e x c e e d s  t h e a a o u n t  o i  t a x ,  w i t h o u t  
r e d u c t i o n  f o r  s u c h  t a x  c r e d i t ,  any b a l a n c e  o f  t h e  
c r e d i t  r e m a i n i n g  say be c l a i m e d  a g a i n s t  t u e  t a x  
im p o s e d f c r  an y c f  t h e  t h r e e  i n c ome y e a r s  n e x t  
s u c c e e d i n g ,  p r o v i d e d  any s u c n b a l a n c e  o f  c r e d i t  
r j )  n o t  be c l a i m e d  f c r  any suc h s u c c e e d i n g  i n c ome 
yea r i ~  w h i c h  t h e  c h i l d  day c a r e  l a c m t y  i s  
o p e r a t e d  f o r  p u r p o s e s  c f  c h i l d  da y c a r e  f o r  l e s s  
t ha r .  s i x  m o n t h s .  Any t a x p a y e r  a l l o w e d  s u c n  t a x  
c r e d i t  a g a i n s t ,  t h e  t a x  imp- csed u n d e r  an y o f  s a i d



S u b s t i t u t e  S e n a t e  B i l l  Vc. 524
c h a p t e r s  2 0 b ,  211 or 212 s h a l l  n o t  be a l l o w e d  s u c h 
c r e d i t  u n d e r  c o r e  t h a n  one o f  s a i d  c u a p t c r t .

Se c . 2 . T h i s  a c t  s h a l l  t a k e  e f f e c t  f r o *  i t s  
p a s s a g e  and s h a l l  be a p p l i c a b l e  w i t h  r e s p e c t  t o  
i n c om e y e a r s  c c n & o o c i n g  on o r  a f t e r  J a n u a r y  1, 
1981 .

Certified as correct by

Legislative Commissioner.

C lerk o l the Senate.

Clerk o l the House.

A p p r o v e d ____________________________________________________ , 1981

Governor.
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Act No. 468 
Public Acts of 1980 

Approved by Governor 
Janua ry 17, 1 981

STATE OF MICHIGAN 

80TH LEGISLATURE 

REGULAR SESSION OF 1980

In troduced by Reps. Watkins, M cNee ly , Collins, Cingrass, Conroy, Dongv illo , M cCollough, C lod fe lte r,
Bullard, Cushingberry, M ary C. Brown, Ryan, O ’Neill, Heilm an, Jacobctti, Wilson, Burkhaltcr, Spaniola,
Sietsema, Padden, C iaram itaro , Anderson, D illingham , Raymond W. Hood , Terre ll, Joe Young, Jr.,
Legel, Forbes, V irg il C. Sm ith, Vaughn, D u tko , Rocca, Vanek, Ho llis te r, Harrison, DeBeaussacrt,
K ilpa trick , F itzpa tric k , A lley, Stabcnow , Lalonde, Evans, M orris Hood, Jr., Mathieu, Thaddeus C.
S lopczvnski and Tomboulian

ENROLLED HOUSE BILL No. 4616
AN ACT to amend Act No. 22S o f the Public Acts o f 1975. entitled "A n act to prov ide fo r the 

im position , levy, computa tion , collection, assessment and enforcement, by lien or otherw ise, of taxes on 
certain commercial, business, and financia l activ ities: to prescribe the manner and times of making certain 
reports and paying taxes; to prescribe the powers and duties o f pub lic officers and state departments; to 
perm it the inspection of records of taxpayers: to prov ide for interest and penalties on unpaid taxes; to 
prov ide exemptions, credits, and refunds, to prov ide penalties; to prov ide for the disposition of funds; to 
prov ide fo r the interre lation o f this act w ith other acts; and io prov ide an appropria tion ," as amended, 
being sections 20S.1 to 20S.145 of the Compiled Laws of 1970, by adding section 39a.

The People of the Stale of Michigan enact:

Section 1 A 'l No. 228 of the Public Acts of 1975, as amended, being sections 20S.1 to 20S.145 of the 
Compiled L v 1970. is amended by adding section 39a.

Sec. 39a. (1 i ed in this section:
(a) "C h ild cp' «. xices” means the care and pro tection of a ch ild who is:
(i) Under I4ye .* i o f age.
(ii) A dependent o f an employee of that employer and not a member of the fam ily of a sole prop rie tv 

or partnership
iiiij Enro lled in a fa c ility licensed by the department of social services pursuant to Act No. 116 of the 

Public Acts of 1973. as amended, being sections 722.111 to 722.12S of the M ichigan Compiled Laws.
(b) "Equ iva len t hou r" is determ ined by taking the total number of hours of child care services provided 

to each elig ib le child which is paid by the employer, as defined in this act, and d iv id ing each elig ib le child 's 
tota l number o f hours by 2.000. The result shall be carried to the second decimal place.

y  (2) An employer who pays for ch ild care services fur an employee during the employee's hours of 
s' employment and does not charge the employee fo r the service shall be allowed a cred it against the tax 

imposed by this act fo r the taxable year, in an amount determ ined by m u ltip ly ing the sum of all resulting 
equivalent hours, as determ ined in subsection (b), by $45.00.

(3) The credit allowed by this section shall not be in excess o f 10? o f the tax lia b ility o f the taxpayer 
under this act.

(4) This section shall take effect fo r tax vears begin ng after December 31. 19S0 and befo re Januarv 1, 
19S3.

(328)
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C lrrk  o f the- House o f Representatives

< r

Secretary o f the Senate.

Governor.
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DAY CARE FOR GOVERNMENT EMPLOYEES

According to the Bureau of Labor Statistics, 45 percent of women with 
children under the age of one and 59 percent of single mothers with children 
under the age of six are in the workforce and require child care. The need 
for child care for government employees has been recognized by Congress and 

two states.

The Congressional Child Care Center was established through House 
Resolution 515 in 1979 and provides services for children of Senators, 

Representatives, and Congressional employees.

The provisions of the California law (1980) require adequate child care 
facilities for state employees in any state office building which can 
accommodate 700 or more employees if a review of these employees shows that 
there is a need for child care services for 30 or more children.

In 1984 the state of Washington recognized that appropriate child care 
enhances employee productivity and lowers absenteeism. As a result, a 
demonstration day care program for government employees was established with 

$45,000 appropriated for startup costs.

These laws are included in this packet. For more information, contact 
the NCSL Children and Youth Program in the Denver office, (303) 292-5600.
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Empire State Day Care Services, Inc. 
Albany, New York
Public employers have a direct self-interest in sponsoring child care programs 
for their employees. More visible and accountable to the general public than 
corporations, governments have as much— if not m o re— to gain by providing 
such services. Empire State Day Care Services has proven that government- 
sponsored child care can reduce turnover, give public agencies a "pro-fam ily" 
image, and improve productivity. Empire State, which runs the Child ren ’s 
Place at Albany's huge Capitol Mall Plaza for New York State employees, 
succeeds for the same reasons corporate child care programs succeed: 
support from  upper-level management; careful monitoring and evaluation to 
make sure the program satisfies parents' needs; and innovative ways o f  holding 
down fees.

Management Support Key
Getting the Children's Place at the Plaza o ff the ground took the comm itment 
and leadership o f  a top manager. Every o the r year from  1972 to 1978, the state 
o f New York and the 219.000-m em ber Civil Service Employees Association 
(CSEA)— 52 percent o f whose members arc wom en— agreed in their contract 
to "study the feasibility o f child care." Yet for six years, neither side acted. 
Contract language notwithstanding, “ anytime anybody looked at it. it was 
either too expensive a proposition o r they did not know  where to go," says 
Empire State's Executive Director, Molly Hardy. This situation changed dramat­
ically in 1979 with the appointment o f Meyer S. Frucher as the new D irector o f 
the G overnor’s Office o f Employee Relations. Several years before, Frucher and 
his wife had started a day care center in the basement o f  their home in New 
York City. “ His wife was a professional and they w ere both working and had no 
place to put their children, so he was very aware o f the prob lem ," she recalls.

According to Hardy, when child care resurfaced during negotiations over 
CSEA's current agreement with the state, Frucher argued that contract language

54 • The Child Care Handbook



by itself had thus far not accomplished anything, and that what was needed 
"was a mechanism to actually make it happen." His arguments were persuasive, 
but no one present on cither side was able to suggest more specific language. To 
break the impasse, Frucher made a "gutsy" proposal: he would give an 
“over-the-table verbal comm itment" to union President W illiam  L  McGowan 
to establish a model on-site day care center fo r the children o f  state workers if 
the union head would agree not to “ tic his hands" by insisting that express 
language to that effect be written into the new contract. In an "equally gutsy" 
move, McGowan agreed to trust the young d irec to r’s motives and to w ork to 
sell his offer to the membership —  certain segments o f  which "by that point 
were really beginning to agitate" around the issue o f employer-supported child 
care.

Shortly after this unorthodox agreement, Frucher hired Hardy, and Empire 
State Day Care Services was incorporated with an ongoing mandate "to open 
and operate child care centers at state facilities throughout New York fo r the 
children o f state employees."' Once the Corporation was formed, Frucher 
immcdiatelv set to work to secure the active support o f  those whose help he 
knew would be critical. “All o f a sudden, everywhere you looked , this was a top 
priority project," Hardy says. For example, ttic Office o f  General Services 
(O G S ) quickly approved the use o f  10,000 square feet o f space on the first floo r 
o f  one o f the main state office buildings, the personnel overtim e needed to 
relocate the agency offices that had been there, and the com plete remodeling 
o f  the area to m?ke it suitable fo r young children. Even the Department o f 
Social Services— the state day care licensing bureau— pitched in to help with 
renovations. “ Everybody was very much behind us and it rea lly made a big 
difference," she reflects. “ For a state the size o f  New York, with lots o f 
bureaucracy and all the processes that entails, to carry out everything involved 
in the planning stages right through to the opening— all in less than six months 
—  was just unbelievable."

Convenience at a Reasonable Price
The Children ’s Place at the Plaza opened its doors in September 1979 with
550 ,000  in seed money from  the U.S. Department o f Health, Education, and 
Welfare (n ow  Health and Human Services). Its goal is not to provide free care 
but, rather reasonably priced care o f a quality parents can trust. Therefore, 
instead o f  subsidizing the center, the State o f  New York pays Hardy's salary and 
provides a range o f  in-kind services that help keep parent fees low  (betw een 
*39 per child per week fo r a family earning under 510,000 a year, and *55 for 
those with incomes over 5 40 ,0 00 ), including a free space lease agreement, 
moving arrangements fo r the agency that previously occupied the space, 
renovations, and daily maintenance. (The Corporation itse lf receives no direct 
funding; its primary purpose is to serve as a conduit and to protect the state 
from  liability). Also helping to hold down fees is a policy requiring parents to 
supply formula, diapers, lotions, and special foods their children need. The 
same food service company that operates the Plaza’s regular cafeteria provides 
lunch and two snacks at a cost o f  under 51 a day per child. About 90  percent o f

' Empire State Day Care Services. Inc., "Fact Sheet,-' p. I (processed)
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the program's $260 ,000 ope rating budget comes from  parent fees, the remain­
der from  miscellaneous fundraising events.

The Children's Place is open from  7 :00 a.m. to 5 :30 p.m. Monday through 
Friday (except state ho lidays)a ll year long. Some 100 children from 8 weeks to 
5 years o ld are en ro lled ; they are grouped by age fo r programming purposes. 
Thirty percent o f the children served live in single-parent families; 4 percent 
are handicapped: and 8  percent .re  minorities. The incomes o f their families 
range from  $7,000 to over $40 ,000 ; the average is between $20 ,000  and 
$25,000. The center has a staff o f  21 teachers. Since the fall o f 1980, it has 
operated a full-day kindergarten in addition to its day care activities; graduates 
o f this program are accepted directly into first grade by the public schools.

In exchange for the reasonable but significant fees they pay, parents get a 
convenient center located within underground walking distance o f  the office 
buildings where they work, frequent contact with their children, and a large 
say in how the Children's Place is run. Ail automatically belong to a Parent 
Advisory Committee, which is responsible fo r recommending changes in 
policies and program components to the Board o f  Directors. The Board 
includes officials from  the major public employee unions and the executive 
branch, the Speaker o f  the State Assembly, the State Senate President, child care 
professionals and advocates, and parent representatives elected by the Advi­
sory Committee. Parents are encouraged to visit their children as often as 
possible. A special program arranged in conjunction with supervisors allows 
breastfeeding mothers to return to w ork but to continue to nurse their infants 
during breaks.

The Program Proves Itself
"As a child care person and a mothec," Molly Hardy knew that a new program 
has to prove itself before parents w ill use it. Thus, she was not worried when 
the Children's Place —  geared for 8 0  children —  opened with on ly 35. "The 
higher-ups were horrified," but "common sense" told her that "nobody is going 
to move their child to a place that doesn't exist yet and which they don't know 
anything about, unless they arc really desperate." Her instincts proved correct. 
Throughout the fall, word spread, prospective applicants dropped by to see the 
center fo r themselves, and by January 1980 all the slots were filled. By February, 
it had a waiting list, which by June had grown to over 300  infants alone.

Less than a year after opening day, Hardy arranged for an evaluation o f  the 
Children's Place. It showed that productivity had improved, tu rnover had 
declined, and families were more than pleased with the program. O f the parents 
surveyed, 88  percent had actually observed “ positive effects in their children" 
since they began attending the center, and 92  percent said their children 
looked forward eagerly to going each day.2 "That says a lot," she believes, 
"because if you feel com fortab le that your child is being well cared for, it just 
fo llows that you're going to be much happier at work. This has been confirmed 
by many people who tell us that not on ly  are individual employees happier and 
doing better work, but that whole offices have been affected because there

1 See Welfare Research, Incorporated, "Children's Plate ai the Pla/a: Evaluation Report" (Albany, 
June 1980), p 18 ( processed)

56 • The Child Care Handbook



aren't as many three to five o ’c lock phone calLs going home o r to the center (to 
check on child ren], disrupting everybody." In addition:

•  62  percent o f the parents said they would experience child care 
problems if the Children ’s Place did not exist;

•  83  percent reported that they w orry less about their children during 
the day than they did before they were enro lled nearby at the center;

•  47  percent felt that their w ork productivity had improved;
•  45 percent o f women respondents said that the center had enabled 

them to either become employed, remain employed, o r return to work 
sooner than would have otherw ise been possible;

•  52 percent o f all respondents chose the Children's Place because o f its 
location and convenience to their workplace;

•  another 41 percent selected the center because o f the quality o f  care 
provided; and /

•  the reasons fo r the one to three withdrawals each month (du ring  the 
period studied ) were unrelated to program operations.3

’ Ib id , pp. 16-19.

Thc Child ire Handbook •  57



The Children's Place has been so successful that the state’s joint labor-man- 
agemerit groups arc planning, with help from  Empire State Day Care, to open 15 
to 20 more worksite centers. The vehicle for accomplishing this goal is the New 
York State Committee on the Work Environment and Productivity, a joint 
labor-management group formed in 1979 as a result o f contract talks with 
CSEA's Institutional Services Unit and two o ther public employee unions (the  
Public Employees Federation, AFL-CIO, and Council 82 o f  the American 
Federation o f  State, County, and Municipal Employees) to systematically 
address issues relating to “ the quality o f  working life." With th i  success o f  the 
Children's Place and continuing pressure from  the rank and file as a backdrop, 
the Committee decided to make expansion o f  state-supported child care an 
early priority, agreeing in the spring o f  1981 to funnel $100 ,000 o f  seed money 
through the Day Care Corporation fo r this purpose. The unions —  which arc 
still “ strongly behind the idea” —  also had their labor-managcmcnt groups 
contribute to the pot, as did the non union, state-level Management Confiden­
tial Group, bringing the total amount in it to $150,000.

G round rules fo r distribution o f  the funds are as follows: proposals must 
come from  localized child care comm ittees consLsting o f both labor and 
management representatives; before submitting a proposal, comm ittees must 
have already secured a space comm itment through their facility d irector; no 
single center w ill receive more than $10,000, which may be used on ly fo r 
equipment and supplies needed to get it started, to pay a d irector for one o r at 
most two months before opening, and to cover the first year's insurance; and, 
after the seed money is spent, all centers —  like the one in Albany —  must be 
self-sustaining, with the exception o f the provision o f  space and maintenance 
services. The ro le  o f  the Corporation w ill be "m ore to consult with than to 
monitor o r regulate" the new programs. “ We will share ou r expertise and 
connect them up with the local licensing authorities and day care community,” 
promises Hardy, “ but we w ill not rubber-stamp centers. Each one must be 
unique and fit the particular child care needs o f  the employees it is set up to 
serve."

i advice to Others/
Molly Hardy says that the severe need fo r child care makes programs like the 
Children's Place almost "a noncontrovcrsia l issue" fo r public employers, at least 
in New York State. But according to a report commissioned by the Committee 
on the Work Environment and Productivity, a successful worksite center 
depends on eight elements:

•  a commitment by the em p loyer to continued support through some 
form  o f  in-kind o r direct subsidy;4

•  a “ relatively large" female labor force, including a significant number o f 
single parents with preschoo l children;

•  a needs assessment conducted p rio r to opening;

'  For more information, see Commerce Clearing House, Inc.. Ttix Incentives f o r  Employer- 
Sponsored Day Care Programs (Chicago: Commerce Clearing House, Inc., 1980).
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•  a high-quality program (in  terms o f “ staff qualifications, staff-child ratios, 
curricu lum , and facilities");

•  an enro llm ent big enough to “ ensure cost-efficicncy [and] maintain 
em p loyer commitment" (experience “ suggests about 100 ch ild ren” );

•  an “ attractive tuition rate" ( <30- $60 per week");
•  operating hours that c losely m irror employee schedules; and
•  continuous evaluation o f "program objectives and components" and 

factors such as "cost and parental satisfaction."5
Hardy urges those interested in establishing workplace child care p ro ­

grams to begin by talking to officials o f public employee unions because “ they 
are in a strong position through frequent contract negotiations to bring real 
pressure to bear." In non-unionized areas, she suggests starting with state 
affirmative action officers o r local women’s organizations. In either case, she 
says, "the most important thing is to form an cmployec-managcmcnt group 
early on so you're dealing not just with one side Or the other, but with both 
sides."

Finally, Hardy feels it is absolutely crucial that, as peop le “ sec the 
handwriting on the wall" spelling out cutbacks in public social service 
programs, they realize that the reason New York has gotten involved in the 
issue o f child care “ is not as a government project but because it is an em p loyer 
— and there is a difference." The Children ’s Place at the Plaza, and o ther on-site 
day care centers around the state that w ill fo llow  in its steps, do not represent 
government subsidizing families in which it has “ at best a very indirect 
interest," but rather an employer subsidizing families in which it has "a 
profound, direct self-interest from  both a productivity and public relations 
perspective." State agencies should be approached with this difference and the 
potential payoff to them firm ly in mind, in essence with the "bottom -line, 
foot-in-thc-door message: ‘We're not looking for free day care; the parents arc 
walling to pay fo r it . . . All you have to do is provide the space and perhaps a little 
seed money. We’ll see that the center is self-sustaining and you'll get all these 
great benefits."’

1 Welfare Research, Incorporated, On Site D ay Care. State o f  the Art and Models Development 
(Albany. February 1980), p. 33 (Available for M 0  from Molly Hardy, F.xeculive Dircccor, 
Empire Stale DayCare Services, Inc., PO Box 2021, Agency Building 2, 12th Floor, Empire State 
Plaza, Albany, New York 12223 )
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96th CONGRESS T T  T f c l l f l  r *  -3 p-*
1st S e s s i o n  ff. KES. 5 l 5

Establishing the Congressional Child Care Center.

IN  T H E  H O U S E  O F R E P R E S E N T A T IV E S

D ec em ber 20, 1979 

Mr. T hompson (for himself, Mr. B rooks , Mr. B u c h a n a n , Mr. J ohn L . B u r ­
t o n , Mr. Ca r r , Mr. Co n a b l e , Mr. Conyers , Mr. Co u g h l in , Mr. oe l a 
G a r z a , Mr. D ix o n Mr. E dw ards of Oklahoma, Mr. F a z io , Mr. F is h e r , 
Mr. F ord of Michigan, Mr. G r e e n , Mr. H a w k in s , Mrs. H e c k l e r , Ms. 
H o l t zm a n , Mr. J e ffo rd s , Mr. J ones of Tennessee, Mr. L e w is , Mr. 
Long of Louisiana, Mr. L o t t , Mr. Ma r k e t , Mr. M ic h e l , M s. M i k u l s k i , 
Mr. M urphy of New York , Ms. Oa k a r , Mr. P u b s e l l , Mr. Q u a y l e , Mr. 
B a tc h fo ld , Mr. K o se , Mr. Ro y b a l . Mrs. Sc h r o ed er , Mrs. S p e lls la n , 
Mr. St a r k , Mr. Sw if t , Mr. Y and er J a g t , and Mr. W ir t h ) submitted the 
following resolution; which was referred to the Committee on House Admin­
istration

RESOLUTION
Establishing the Congressional Child Care Center.

] Resolved, T ha t (a) there is established in the H ouse of

2 Representatives and under the direction of the Committee on

3 House Administration a Congressional Child Care C enter

4 (hereinafter in this resolution referred to as the “ C en te r” ) to

5 provide child care services for children of Senators, R epre- 

G scntatives, and congressional employees.
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1 (b) All operating expenses of the Center shall be recov-

2 ered through fees charged for child care services provided by

3 the Center.
i

4 S e c . 2 . (a) The chairman of the Committee on House

5  Administration shall appoint a nonpartisan advisory board to

6 carry out the functions described in subsections (c) and (d).

7 (b) The advisory board shall be composed of a minimum

8 of eleven individuals (including a  chairman, so designated at

9 the time of appointment) w ho—

10 (1) shall be chosen from among Senators, Repre-

11 sentatives, parents of children enrolled in the Center,

12 and other individuals with expertise in child care or in-

13 terest in the Center; and

14 (2) shall serve during the Congress in which they

15  are appointed, except tha t members may continue to

16 serve after the expiration of their term until a succes-

17 sor is appointed.

18 (c) The advisory board shall make recommendations to

19 the Committee on House Administration with respect to mat-

20 ters relating to the Center, including—

21 (1) m anagem ent and operation;

22 (2) curriculum and program of activities;

23 (3) personnel selection and management;

24 (4) fee structure, finance, and budget;

25 (5) admissions policy;

2



1 (6) nutrition and health; and

2 (7) facilities and equipment.

3 (d), The advisory board shall conduct semiannual re-

4 views of the operations of the Center and shall submit a writ-

5 ten report of each such review to the chairman of the Com-

6 mittee on House Administration, who shall make such report

7 available for inspection by the public.

8 S e c . 3. There is established in the Treasury a  revolving

9 fund within the contingent fund of the House of Representa-

10 tives to be known as the Congressional Child Care Center

11 Revolving Fund. Any amount received under subsection (b)

12 of the first section in payment for child care services shall be

13 transmitted to the Clerk of the House of Representatives for

14 deposit in the revolving fund and shall be available for dis-

15 bursem ent by the Clerk to offset operating expenses of the

16 Center.

17 S e c . 4. The Committee on House Administration is au-

18 thorized to acquire such facilities as may be necessary for the

19 operation of the Center.

20  S e c . 5. Until otherwise provided by law, the  contingent

21 fund of the H ouse of Representatives shall be available to

22 carry  out this resolution.

23 S e c . 6. As used in this resolution, the term “ Repre-

24 sen ta tive” means a Representative in, and a Delegate or

25 Resident Commissioner to, the Congress.

O
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Decem ber 20, 1970 CONGRESSIONAL RECORD — HOUSE H 12121
been laid this session In comm ittee, In­
cluding ft lobby reform  bill, reported out 
by the Jud iciary Com m ittee last week, 
th a t  acts ou t m ore stringent reporting  
nnd financial disclosure requirements 
fo r  lobbyists: and a  crim inal code revi­
s ion  m easure, the sub ject of Jud iciary  
Com m ittee hearings th rou ch ou t the 
session.

T h e  Senate has begun work on coui^  
re fo rm  legislation designed to ease the" 
backlog o f cou rt eases and speed the 
adm in istra tion  of Justice. Revision of 
th e  charte rs for the intelligence agen­
cies has received comm ittee a tten tion  in 
th e  first session and will likely be under 
consideration  in the second.

O th er revision plans scheduled to  re ­
ceive congressional attention include 
deregu lation  of the com m unications and 
truck ing and  ra ilroad industries; reform  
o f the drug laws to  allow prom ising new 
drugs to be marketed earlie r and dan ­
gerous drugs recalled p rom ptly : and 
changes in the Food Safety Act to allow  
Federal regulators to consider bo th  the  
risks and benefits o f certain ndditives.

Congress m ight also take under con ­
sideration  proposals for th e  s tr ic te r en­
forcem ent of antitrust laws such as re­
strictions on corporate mergers, and  per­
m ission fo r retail purchasers to  bring 
class action  suits against m anufacturers 
fo r  price fixing

The House this session passed the la rg ­
est single conservation bill in history  
setting aside over ICO m illion acres in 
Ab.rka as p.trks. preserves, forests, and 
u ilJ o ir .c 's  a ir . i j  If the Senate completes 
r .r tx n  on the measure, conferees next 
.•r .v .m  w v .b ' i r . i i ;  t.> r'v-onclle rtiCer- 

s ' . ;  ! ;,'r  !*.:i>l.r'.:rn. th a t nil"- 
r i ' - i r s n  some of tilts Nation 's 

rr..” '. /p e r : •rufar »r,<1 prccioin  resources, 
u ith ' .u . I'r.d.mgcrir.g A laska s econom ic 
health

And. o f course. continuing to fashion  
d comprehensive energy pack ge and 
m onitoring the economy’s perform ance  
in the new year will continue to be dom ­
in an t concerns o f the 9Gth Congress.

city of Renton. H is genuine love for his 
fellow men will be long cherished by all 
who have worked w ith h im . Upon lus re ­
tirem ent. we wish him  happiness and 
hope th a t Charlie's" example of unself­
ish service to ou r community will be fo l­
lowed by others in the future.

C KA P .LE S  D E I-A URKNT I. R E T IR IN G  
M A YO R . R EN TO N . W A S II.

(M r . LO W R Y  asked and was given 
perm ission to nddress th e  House for 1 
m inute and  to revise and extend his re ­
m arks .)

M r. L O W R Y . M r, Speaker, I rise today 
to  comm end Charles Delaurer.ti, an ou t­
standing public servant from  th e  Sev­
en th D is tric t of W ashington  S ta te . Th is  
com m endation fo r M r. D clauren ti, re tir ­
ing m ayor of the city of Renton , is made 
a lso on behalf of speaker of tlie house. 
W ashington  S ta te , John  Bagnaxiol, 
S ta te  Sen a tor Bud Sh inpoch and State  
Represen tative Avery G arrett.

C harles J . D clauren ti began h is 38 
years of public service to the city o f R en ­
ton when he was elected to th e  city 
council in 1942. He was reelected to the 
council for each succeeding form  until 
1975. when he ran for. and was elected 
to . the office of m ayor. During this 
lengthy term  of service to  his comm unity , 
Charle  D claurenti has always been an 
cflective and dedicated public servant 
and a warm  and cracious host fo r  the

E S T A B L ISH M E N T  O F  C H ILD  CA RD  
_  C E N T E R  O N  C A P IT O L  H ELL-----
(M r. T H O M P SO N  asked and was given 

perm ission to address the House fo r  
1 m inute and to  revise and extend his 
rem arks.)

M r. TH O M PSO N . M r. Speaker. I  am  
today introducing n resolution which 
would provide fo r  the establishment of 
a  ch ild  care center here on Cap ito l H ill 
to serve ch ild ren of congressional em ­
ployees and Members of Congress. 
Th irty -e ig h t o f my colleagues. Including 
13 from  the Repub lican side of the aisle, 
have Joined me In sponsoring th is reso ­
lu tion . In the Senate, a  sim ilar resolu­
tion  Is being Introduced by the Senator 
from  Sou th  D akota , the H onorab le  
G e o r g e  M c G o v e r n .

There  are several reasons to  move 
promptly on the establishment o f a C on ­
gressional Child Care Center under con ­
gressional sponsorship. T h e  most obvious 
nnd pressing is the fact th a t it is a serv­
ice sorely needed by a substantial num ­
ber of employees. A survey conducted  
last year determ ined th a t nearly 300 H ill 
parents, with 371 children under the age 
of C. were potentially interested In en ­
rolling their ch ildren In such a facility . 
Stnre then m any new parents have 
jo ined ttielr ranks.

Furtherm ore , M r. Speaker. It Is Im ­
portant for the Congress, os an em ­
ployer of over 10.000 workers, to set an 
example for o ther public and private 
employers. W e should respond to the  
burdens of the working parent, as in ­
flation and other factors force more and  
rnoic persons into the category. T h e  
working parent, is fast becoming the  
predom inate pattern  cither because o f 
econom ic necessity, ca reer comm itm ent 
o r both . For a  great many one- and 
tw o-paren t fam ilies, a fu ll-tim e hom e­
m aker is no longer an option. T h e re ­
fore, as a  m atte r of public policy, em ­
ployers should be encouraged to be sensi­
tive and responsive to th is Growing social 
need.

O u r children are national resources fo r 
the future . 1 believe the House can p ro ­
vide quality care to ch ildren , while 
retting an im portan t example for public 
and private sector employers, because 
without initial financial support, it  is 
nlinost Impossible fo r a group of em ­
ployees to do it  on their own

Assisting working parents In a rrang ­
ing fo r  the care  of th e ir children is a 
legitim ate concern of all employers. By  
establishing a Congressional Child Care  
Center, the legislative branch would be 
setting not only nn Im portan t example 
for other employers, bu t would be m ak ­
ing a m a jo r improvement in the ability 
ol its own employees to fully respond to 
the needs of the Congress, their fam ilies 
and children.

T here  is considerable historical prece­
dent fo r Federal involvement In the es­

tab lishm ent and m aintenance of ch ild  
care centers. T h e  roots r o  back to the 
W orks Progress Admm istrntlon of 1933 
where day ca re  was authorized to help  
fam ilies durm p the econom ic crisis D u r ­
ing w ar tune, os women were drawn into 
the labor lo rc c  In record numbers, the 
Governm ent— under the Lanham  A ct of 

n1942— app ropria ted  $51 m illion  to estab ­
lish 3,100 cen ters to support the needs 
of working m others. T h is  w ar time e f­
fo rt was renewed during th o  K orean  
conflict.

R ecen t new directions in civil rights 
and equal em ploym ent practices provide 
the strongest case for Federal Involve­
m ent in ch ild  ca re  for its own employees. 
The  au th o r ity  is derived from  the Equal 
Em ploym en t Opportun ity  A ct of 1:772 
and Executive O rder 11478. T h e  Civil 
Service Com m lsison was charged w ith  
Implementing these m andates as they 
re late to  F edera l employment.

T h e  c learest Indicator o l bo th  the  
need fo r . an d  the appropriateness o f 
ch ild  care  cen ters is the fa c t th a t F ed ­
era l employers have already established 
nine centers In the W ashington  a rea . 
W hile  there is general agreement th a t  
ongoing op e ra tin g -co s ts  to sustain a 
cen ter shou ld be the responsibility o f the  
paren ts of the ch ildren served. JYderal 
cooperation  h a s  included provisions fo r 
space , renovations, and In some cases 
support fo r in itia l s ta ll and o ther s ta r t ­
up expenses. Thus, there appears to  be 
substan tia l need fo r establishing and 
m ain tain ing day  care services under the 
auspices o f the Federal G overnm ent. 
Tlits au th o r ity  Is based not only on h is ­
to rica l precedent and the E EO  but more  
specifically on  recent au lhorlxauons  
given to both  H U D  nnd H E W .

A  num ber of support services cu r ­
ren tly  are available to Members and em ­
ployees. S u ch  services a rc  generally 
availab le in any large institu tion o r c o r ­
poration . W ith o u t  leaving the H ill, one 
can  find cafeterias , ca rry -ou ts , vending 
m ach ines, c red it unions, and so fo rth . 
M ost o f these facilities p.re availab le , not 
ou t o f a  sense of a ltru ism , bu t because 
the ava ilab ility  of such services helps 
employees to  perform  better and  to 
spend more tim e cn  the Job. T h is  a rg u ­
m en t Is even stronger in the case o f ch ild  
care .

H av ing n ch ild  care ccn te - located  
near the H ill offices would allow Im m edi­
ate  access to  one's ch ildren In the event 
o f sickness o r emergency. And w ith on ­
site care , there  Is an opportun ity for 
paren ts to eat luncli w ith their ch ildren , 
and to  share  more lime. T h is  “ breaks 
up" th e  tim e the child is away from  the  
pa ren t. T h e  added time w ith one's ch ild  
w ould of course be available to working  
fa the rs , thus strengthening the opp or­
tun ities fo r fa the rin g  In ou r society. And 
all parents would share add itional time 
w ith  their ch ild ren  in traveling together 
between hom e nnd the workplace. T rave l 
tim e is a good time for conversation nnd 
closeness between paren t and ch ild . And 
a H ill-b ased  center would oflcr extended 
hou rs  to cover the inevitable occasions 
when the work day runs past 5 :3 0  pm .

Finally , paren ts would be freed from  
the anxieties, lardiness and absenteeism  
associated w ith  unreliable babysitting

I



CONGRESSIONAL RECORD — HOUSE

arrangements. or nonpartlclputory or 
commercial ch ild cure. They would save 
energy by abandoning the cxbaustlna . 
tw ice-dnlly and lrcquently lone-d istance  
trian cu lar commutinn patterns between 
home, child care and work. In  short, 
quality child care services located near 
the H ill would permit working parents 
peace o l m ind regarding their children 's 
welfare , and allow them  lo  lo cu s their 
atten tion  ‘and energies on th c lr  office 
work.

T h e  resolution would establish the  
Child Care Center under a revolving 
fund arrangement sim ilar to the res­
tau ran t system, and "all operating ex­
penses o l the Center would be recovered 
th rough  lees charged fo r child care serv­
ices." Thus, the operation would be se lf- 
supporting.

An Advisory Board would be appoin t­
ed. composed o f Members o f Congress, 
parents of children enrolled In the Cen­
ter. and other individuals with expertise 
In ch ild  care or Interest In the Center. 
The  Board  would make recom m enda­
tions regarding the operation of the C en ­
ter, Including such m atters as Its m an ­
agement, curriculum  and program  of a c ­
tivities, personnel selection and m anage­
m ent. fee structure , finance and budget, 
adm issions policy, nutrition nnd health  
services nnd facilities and equipment. I t  
Is vital that parents have m ore direct 
input Into the care of their ch ildren , and 
th is B oard  Insures them  the means fo r 
expressing their views to the com m it­
tee. As an add itional safeguard , th is 
Advisor}’ B oard would be required to 
conduct sem iannual reviews o f the o p ­
e ra :. .ns of the Center, and to  subm it 
written reports which would be available 
fo r public Inspection.

A lthough the operation of the Center, 
once it Is established. Is Intended to be 
se lf-supporting , the revolving fund  
would finance the startup costs associ­
ated with the launching o f such a 
service— renovation of a suitable fa c il­
ity. acquisition of equipment nnd m a ­
terial. and salaries fo r staff p r io r to  the 
opening o f the center.

W e recommend the establishm ent o f 
a  revolving fund ns a means of starting  
and operating the Center, because it in ­
volves less of a comm itm ent o f Federal 
funds than the .ipproaches used by the  
other Federal agencies. M ore Im por­
tantly , It can serve as a model which 
could be readily ndapted by privnte em ­
ployers. After expenditure for the Initial 
sta rtup  costs, the fund would be repaid  
th rough fees collected from  those using 
the Center.

Thus, tho establishment o f a child 
care center fo r  congressional employees 
Is a goal which Is both econom ically and 
adm inistratively feasible.

F inding a  location .'or a ch ild care fa ­
cility is always an obstacle in estab lish­
ing a new center. A hard -w ork ing Group 
of H ill employees f r :n the House and 
Senate havo been meeting regularly in 
an n ttcm pt to  deal w ith this and the  
o ther problems. They have Identified a  
number of possible locations fo r the  
Center. The m ost promising Is n facility 
recently vacated by another day care  
center, which Is Immediately available, 
and already suitable fo r ch ild  care . How ­
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ever, the space Is sufficient to  serve only 
35 o r b o  ch ild ren . 6 0  It would suffice only 
a s  a temporary’ location , or as tv supple­
mental facility . Using it would perm it the 
Center to get started  while continuing 
the search lo r  m ore su itable space.

Tne planning com m ittee has already 
progressed th rough  a  considerable m oun­
ta in  of paperwork, budgeting, planning, 
and p repara tion  fo r  a center. I  plan to 
ask the Members o f the House Adm lnis- 
trt '.ion Com m ittee to consider this reso- 
lu t m  early in the second session. I  am  
optim istic th a t , w ith the prom pt passage 
of th is resolution and the continuing In­
volvement o f th is group of parents and 
employees, we can have a center fu n c­
tion ing by m id 1980.

Follow ing Is & lis t o f the cosponsors 
and  th e  complete tex t of th e  resolution : 

H .  R e s . —
R eso lu tion  estab lish ing  th e  Congressional 

C h ild  Car's Cen ter
Resolved. T h a t  (a )  there Is estab lished In 

the H ouse o t  Represen tatives an d  under tho  
d irection  o f th e  C om m ittee  on  R ouse .Ad­
m in is tra tion  a  Congressional Ch ild  Care 
Center (h e re in a fte r In th is  resolu tion  re ­
ferred to  as  th e  "C en ter’’ ) to  provide ch ild  
caro cervices fo r  ch ild ren  o f Senators, Repre­
sen tatives. and  congressional employees.

(b )  AU opera tin g  expenses o f th e  Center 
shall be recovered th rough  fees charged for 
ch ild  care services provided by th e  Center.

E re . 2 . ( a )  T h e  C ha irm an  o f th e  C om m it­
tee on  B ou se  A dm in istra tion  shall appo in t 
a n ouportlsan  Advisory B oa rd  to  carry o u t . 
the fu n c tion s  described In subsecUons ,C) 
and ( d ) .

(b )  T h e  Advisory B oard  sha ll be composed  
o f a m in im um  of 11 Ind iv iduals (In clud ing  
a C ha irm an , so ucsign sted  a t the tim e of 
app o in tm en t) w ho—

(1 ) sha ll be ch osen  from  am ong Senators. 
Representatives, paren ts of ch ild ren  enrolled  
in th e  Center-, and o th e r  Ind iv iduals w ith 
expertise In ch ild  care  o r  In terest In the 
Center: and

(2 )  ahall serve during  th e  Congress In 
w h ich  they  are appo in ted , except th a t m em ­
bers m ay con tin ue  t o  serve a fte r the exp ira ­
tion  o f th e ir  te rm  un lU  a successor Is 
appoin ted .

( c )  T h e  Advisory B oa rd  ahall make recom ­
m endation s to  th e  C om m lltco  on  B ou se  A d ­
m in istra tion  w ith  respect t.o m atters te la tlng  
to  th e  C cn ; \  In c lud in g—

(1 ) m anagem en t and  opera tion -
( 2 )  c u rr ic u lum  an d  program  o f activ ities;
(3 )  personnel eelcctlon  and m anagement;
(4 )  fee s tru c tu re , finance, and budget;
(6 )  adm iss ion s po licy ;
(C ) n u tr it io n  and h e a lth ; and
(7 )  fa c ilit ie s  and equ ipm en t.
(d )  T h e  Advisory B oard  sha ll con duct 

sem i-annua l reviews of th e  operotlons o f the 
Center and  sh a ll su bm it a w ritten  report of 
each sucb  review l o  th e  C hairm an  of the 
C om m ittee  on  B cu se  A dm in istra tion , who 
shall m ake su ch  report availab le fo r inspec­
tion  by th e  p u b lic .

6r.c. 3 . T h em  is estab lished In th e  T reasury  
a revolving fu n d  w llh ln  th e  con tingen t fund  
o f th e  H ouse o f  R epresen tatives to  be known  
as th e  CXmgTesslonal C h ild  Care Center R e ­
volving F und . Any am oun t received under 
subsection  (b )  o f  th e  Qrst section  In paym ent 
for ch ild  core services shall be tran sm itted  to 
th e  C lerk of th e  House oi Representatives fo r  
deposit In th e  revolving fun d  and sha ll be 
availab le lo r  d isbursem en t by th e  Clerk to  
onset- opere tlng  expenses o f th e  Center.

E tc .  4. T he  O om m lttee on H ouse Adm in is­
tra tion  Is au th o r iz ed  to  acqu ire  such  fa c ili­
ties as may be necessary fo r th e  operation  o f 
the Cen ter.

S t c . 5. O n tll otherw ise provided by law, th e

con tingen t rund o f the IIoum, or 
Uxcs  f.h*U bo ar*Jlnblo to  c±?tw rr*rr*** reso lu tion  ’ r u ,

E re . G. As used In tlila reso lu tion  th* i „ .  
'■Representative- m eans a R epresen t* !!.e  i- 
and a Delegate or R esiden t Comm issioner t th e  Congress
CosrOHsovs o r  R r s o L m o w  T o  E s ta b u s i 

C o r /cx ls s io n a l C h i ld  Ca*x C c n t o  
M r. B rooks, Texas; M r. B u ch an an , A l 

bam a ; M r. J . B u rton . C a lifo rn ia ; M r. Cm I 
M ich igan : M r. C on ib le , New T o rk ; M r. Coi 
y ep l M ich igan ; M r. C ough lin . Pennsylvanl 
M r. de la G arza . T erns ; M r. D ixon . CalLforol 
and  M r. Edwards, or O k lahom a  

M r. Pwzlo. C a lifo rn ia : M r. F isher. V lrglnl 
M r. Ford . M ich igan : M r. O reen . New Tor 
M r. Hawklna. C a lifo rn ia ; M rs. Heckler. Mass 
ch u se tts ; M s. H oltxm an . New T o rk . M r. Je 
fo rd s , V erm on t; M r. Jones, Tennessee; ai M r. Lew is. C a lifo rn ia .

M r. Long . L ou is ian a ; M r. l o l t ,  M b sb s lp f  
M r . M arkey . M assachuse tts ; M r. M ich e l. Ill 
nets; U s . M itu ls k l . M ary land ; M r. Murpfc 
New T o rk ; M s. O akar. O h io ; and  M r. Fu 
sell. M lch lgaD .

M r. Q uay le . In d ian a ; M r. R a teh fo rd , Co: 
n e c lic u t ; M r. Rose. N ortb  C aro lin a ; M r. R o  
bat, C a lifo rn io ; Mrs E ch roed cr , Colornd 
M rs. Spe llm an , M aryland ; M r. S ta rk . Cn 
fo rn la : M r. Sw ift. W a sh lr .n o n ; M r. VaDd 
Jag t , M ich igan ; and  M r. VTlrtb. C olorado.

Decem ber ?0

T H E  A N T IFA M ILY  M O V E M E N T !
"1 P E R C E N T ’’ D IS T O R T IO N

(M r. A S H B R O O K  asked and w 
given perm ission lo  address the Hou  
lo r  1 m inute and to revise and extend h 
rem arks.)

M r. A S H B R O O K . M r. Speaker, almc 
every editoria l or propaganda piece by 
m ilitan t Icm in ist or other an tifam . 
activ ist declares th a t “ the trad ition  
fam ily now includes Only 7 percent 
to ta l I.im ilics.”  From  this, it is conclud 
th a t  the fam ily b  dying, and  "new t 
tem atlv es”— ant if am Uy alternatives—  
th e  trad itional fam ily are needed.

T h e  7 percent these people a rc  refe 
ring to a rc described in Janet L. No 
wood's July 1977 artic le . "New A; 
proachcs to  Statistics on the Fam ily"  
th e  M on th ly  Labor Review. Nerdle.vs 
say . It Is distorted out o l any relation  
w hat she Is discussing.

M iss Norw ood sa id :
F o r Illu stra tiv e  purposes. ( T ) b U  typlc 

fam ily  frequen tly  l i  d cfln rd as ccnsU ttr.g  
a hu sb an d  w ho w orts , a v ile  who U  n o : 
th e  labor force , and tw o children .

By to rtu rin c th is defin ition. Ly snyli 
th a t  the ‘T rad itiona l fam ily." one whl: 
ha s  two ch ildren , a m other who is n 
working and a fa the r who works, t; 
an tifam iiy  movement be-s concluded th 
the fam ily is dying out, since o i ly  7 pc 
cen t of them  in America have exact 
those characte ristics .

I t  is true th a t on ly 7 percent o l Amcr 
can  fam ilies consLst o l exactly two ch : 
dren . a working fa th e r and a n on -w or  
)' g m other. I  doubt seriously whether, 
a ll of ou r h istory as a nation , m uch mo 
th an  7 percent o f ou r fam ilies h: 
exactly those characte ristics . Accordu 
to  h b  warped view, the fam ily was dyt: 
ou t in th e  19lh century , when famU  
h a d  an overage of four o r five or ev 
m ore ch ild  in , because they had to  ha 
exactly  two to be " trad ition a l.”

M arried  couples who wont, but can c
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T h e  P R ES ID IN G  O FF IC ER . W ith ou t  
o b je c t i o n . It is s o  o rd e re d .

SEN A TETRESO LUT IO N  321—  SU Z M JS > - 
✓'"'SION O F  A R E SO LU T IO N  E ST A B - 

(  L IS H IN G  A C O N G ltE SS IO N A L  
^ —C li lL D  CA RE  CENTER

M r. M cG o v e r n  suom uterT ’ the fo l­
lowing resolution , which was referred tu 
th e  Com m ittee on Rules and Adm inis­
tra tion :

6 .  Res. 321 
R f jo lv e d . T h a i  (a )  there Is estab lished In  

th e  Senote . under the d irection  o l th e  C om ­
m ittee  on  R u les and A dm in istra tion , a C on ­
gressional C hUd Care Center (b c re ln a lte r  In  
th is  re so lu tion  referred to  os the “ cen ter" ) 
t o  provide ch ild  care services fo r ch ildren  
or Benators . Representatives, and  cong res­
s ional employees

(b )  AU operating expenses of th e  C en ter 
ahall be recovered th rough  fees charged  fo r  
ch ild  care services provided by th e  Center.

6 c c . 2. <n) A t th e  beginning o f each  C on ­
gress. th e  C hairm an  of th e  C om m ittee  on  
Ru les  nnd Adm in istra tion  sha ll ap p o in t a 
n onpartisan  Advisory B oard  to  carry o u t th e  
fu n c tion s  described tn subsection s ( c )  nnd 
<d).

(b )  T h e  Advisory Board sha ll be com posed  
o f n m in im um  o f eleven Ind iv iduals ( In ­
c lud in g  a Cha irm an  so designated a t th o  
tim e  of R ppo lr .tm cn ll who—

(1 ) sh a ll be selected from  am ong tb o sc  
Benators . Representatives, paren ts o f ch ild ren  
en ro lled  In the Center, nr.d o th e r Ind iv iduals  
w ith  expertise In child enre. who express an 
In terest In th e  Cen ter; and

(2 )  sh a ll 6crve daring  th e  Congress in  
w hich  th ey  are appoin ted , except th a t a 
m em ber m ay con tinue to  srrve a lte r  th e  ex ­
p ira tion  o f h is term- u n ili a successor Is a p ­
poin ted

(c )  T h e  Advisory B oard  shall m ake r>>c- 
om m endatlon s lo  the C om m ittee  on  RU ies 
and A dm in istra tion  w ith respect to  m atte rs  
re la ting  to  the Center. In c lud ing—
• ( I  | m anayrm en t and opera tion ;

( 2 | cu r r ic u lum  nnd program  o f a ctiv ities ;
(3 )  personnel selection nnd m anagem en t; 
(41 fee s tru c tu re , finance, and budget;
(S ) adm issions policy :
(G) n u tr it ion  nr.d hea lth ; and
(7 ) fa c ilit ie s  and  equ ipm ent.
(d )  T h e  Advisory Ronrd sh a ll c on d u c t  

sem i-an n ua l reviews o f th e  op era tion s o f  
th e  C en ter and shall subm it a w ritten re ­
port o f  ra ch  su ch  review to  the C ha irm an  o f 
th e  C om m ittee  on  Ru les nnd A dm in is tra ­
tion . w ho shall m ake such  reports  availab le  
fo r In spection  by the pub lic .

Soc. 3 . ( a )  T here  Is hereby estab lished  In 
th e  U n ited  S ta tes Treasury a revolv ing fun d  
w ith in  th e  con tingen t fund  o f th e  Senate  
to  be know n as the Congressional C h ild  Care 
Cen ter R evo lv ing  Fund (h e re in a fte r re fe r­
red to  as the "revolving fu n d -' ) .

(b )  A ll m oneys received by th e  C en te r  
from  fees ob ta in ed  under subsection  (b ) 
o f  th e  first section  In paym en t fo r ch ild  
ca re  services shall be deposited to  th e  c red it 
o f  th e  revolving fund . Moneys In th e  revolv ­
ing fun d  shall be availab le w ith o u t fiscal 
yeer l im ita t ion  fo r d isbursem en t by the S e c ­
reta ry  o f  th e  Senate fo r  op era tin g  expenses 
o f  th e  Cen ter.

( c |  D isbursem ents rrom  th e  revolving fun d  
shall be m ade upnn vouchers signed by th e  
C ha irm an  o f the Advisory B oard , except th a t

vouchers ahall n o t be requ ired  fo r  th e  d is ­
bursem ent o f salaries o t employees paid a t 
am annual rote .

Bee. 4 . T h e  C om m ittee  on  Ru les and A d ­
m in istra tion  I t  au th o r iz ed  to  acqu ire , by 

l e a s e  on ly , su ch  fa c ilit ie s  as m ay be neces­
s ity  fo .- the op era tion  o f th e  Center, and lo  

✓prescribe such regu la tion s as may be nec­
essary to  carry o u t  th e  prov isions o f th is  
reso lu tion .

Eec. 6. N otw ith stand in g  any o th e r p rov i­
s ion o f th is  re so lu tion  an d  u n til otherw ise 
provided by law , op era tin g  expenses o f the  
Center under ib is  reso lu tion  sha ll be paid  
from  th e  con tingen t fu n d  o f the Senate upon  
vouchers approved by th e  Cha irm an  o f th e  
Advisory Board , except th a t  vouchers shall 
n ot be requ ired  fo r th e  d isbursem en t o f s a l­
aries o f employees paid a t on  annual rate .

cxjHCrmsstONAi. child caxe c r u r a  
e  M r. M cG O V ERN . M r. President, today 
I  am  subm itting legislation th a t will 
hopefu lly ease some o l the burdens th a t 
the fam ilies o l m any o f ou r staflers and 
o ther congressional employees m ust bear. 
Last year, 1 In troduced a resolution ca ll­
ing I o r the estab lishm ent of a ch ild  care 
center lo r  th e  ch ild ren  of congressional 
employees. In  con jun ction  w ith the C on ­
gressional C learinghouse on Women's 
Rights, 1 sent a questionnaire to  con­
gressional employees to determ ine 
whether or n o t there was a  real need lor 
th is service. T h e  resu lts of th e  question­
naire clearly Indicated an  overwhelming 
need lo r  a worksite ch ild  ca rc  center. 
Over 150 pnrcnts rcsr nded th a t a t least 
one of their ch ild ren would attend a 
ch ild  carc center if it were located a t o r 
near their place of work. Rerults of the  
questionnaire indicated th a t 190 children  
nxc in need o f the service. T h e  resolution 
I  am  Introducing today calls for specific 
action  to be taken by th e  Senate In order 
lo r  the Congressional Child  Care Center 
to  become a  reality .

T here  Is n o t a M em ber of the Senate 
who is nok aware of th e  Increasing pres­
sure* placed on the Am erican fam ily. U n ­
fortunate ly . G overnm ent policies can o f­
ten exacerbate fam ily burdens. H igh  
taxes, in flation , education  costs, h igh  
m edical bills, unemployment, nnd Inade­
quate ch ild  care fo r ch ild ren  of working 
parents all help to con tribu te to  fam ily  
problems. Statistics bear ou t the bad s it­
u a tion : Over 11 nations have a lower in ­
fan t m orta lity  ra te  than  the United 
States ; we continue to  incarcerate juve ­
nile offenders when m ost should remain  
w ith their ram ifies; every year 1 m illion 
ch ildren a rc  victim s o f ch ild  abuse, with
5.000 cliildren dying as n result of these 
In juries ; and It is estim ated th a t one- 
fifth  o f ou r ch ild ren  have no regular 
source of h ea lth  care .

W e know it can  be difficult fo r families 
when both parents work . For many gen­
erations ou r society has described a 
“ good" fam ily as one where the fa ther 
m akes enough money lo  nllow the m other 
to  stay hom e and car.* for the children . 
A lthough social scientists tell us that 
ch ildren of working m o t lc r s  ore not nec­
essarily disadvantaged , working parents

fear th a t their children are being ne­
glected. And un fortunately , in loo m any  
cases tills is true. Children are  neglected 
not because their parents a re  negligent, 
but becnusc proper ch ild  ca re  is not 
available.

There  are m illions of ch ild ren  in this 
country who come home a fte r schoo l to 
a locked, empty house. These " la tch  key" 
children have no relatives to  lake care 
o f them ; babysitters often  have proved 
to be un trained or unavailab le  on a reg­
u la r basis, nnd there are very few a fter 
school ch ild  care  program s availab le  to 
ch ildren . The situation  Is worse lo r  p a r ­
ents w ith preschool ch ild ren . In  the 
questionnaire th a t was sent to  o u r  em ­
ployees. m any parents com m ented th a t 
a ch ild  care  center on C ap ito l H ill would 
be preferab le to th e ir presen t a rran ge ­
m ent because their ch ild  Is usua lly  alone 
all day w ith a babysitter w ho is merely  
putting in tim e, and who pays very little  
attention to the ch ild . O lh e r  paren ts  
wrote th a t they worry a b ou t the ch ild  
being m iles away from  them  du ring the  
day . If on emergency arises, m oth er or 
dad cannot be there to  he lp  and  com fo rt  
th e  child.

A new urban  Institute book . "The  
Subtle Revolu tion : W omen a t W ork ."  
states th a t by 1990, 05 pe rcen t of A m eri­
can  women nged 16 and over will be m  
the work force . M ost of these women, 
says editor R a lph  E . Sm ith , will be m ar­
ried m others. Sm ith  states th s t  by the 
end of the next decade, tw o -lh ird s  o f nil 
m arried women under age 55 will be 
working outside the home, including ha lf 
or nil m others with children under nqc R.

O ther au thors of the to o k . Sand ra  
M oore and K n stln  llo f ic r th  found th a t 
neither m aternal employm ent n o r day 
ca re  hu rt ch ildren . "W e can  rep ort th a t 
the overwhelming consensus of d iilerer.t 
studies is th a t m ost ch ild ren  of working 
m others seem to develop n orm ally  and 
well." the authors say. "T he  research  lit ­
erature is unanimous In finding th a t  high  
quality ch ild  carc does n o t h a rm  ch il­
dren."

The  au thors fu rth er em phasize th a t 
although the use of ch ild  ca re  centers 
has doubled In the last 10 years , more 
ch ild  core  services will be needed Ir. .he 
fu tu re  to  serve the 10.5 m illion  ch ildren  
under the age o f 6 whose m oth ers  will 
work outside the home in 1990. "The  
availability and quality or su ch  ca re  will 
depend In p a r i on public po licy  over the 
next decade,”  say au th ors M oore  and 
HolTerth.

T he  resolution I  am  In troducing today 
would establish the ch ild ca re  cen ter un­
der a revolving fund a rrangem en t. All 
operating expenses of the cen te r would 
be recovered th rough  fees ch arged  for 
ch ild care services. T hu s , th e  operation  
would be self -supporting.

A lthough the operation  o f th e  center, 
once It is established. Is Intended to  be 
se lf-supporting , the revolving fund would 
finance th e  sta rtup  costs associated
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with the launching of such a  service—  
rcnovnlion of a suitable facility , acqui­
sition of equipment and m aterials, and 
salaries lo r  staff prior lo the opening of 
the center.

I  recommend the establishment o l a 
revolving fund us a means ol startinc 
and operating the center, because i t  in ­
volves less' o f a  comm itm ent of Federal 
funds than the approaches used by the  
o the r Federal agencies. A fter expendi­
ture fo r the in itia l sta rtup  costs, the 
fund would be repaid th rough  fees co l­
lected from  those using the center.

In  addition , the resolution establishes 
an advisory bo a id  to make recom m enda­
tions concerning the overall policy and 
management of the center. A lthough  
final decisions regarding the center's 
operation will be m ade by the Senate 
Comm ittee on Rules and Adm inistration , 
sem iannual reviews of the operation of 
the ccn ier must be made by th e  advisory 
board , and these reports m ust be made 
available to the public. Consequently, if 
the advisory board ob jects to a  particu lar 
policy, the Issue can be raised in the 
report which will be subm itted to  the 
Senate Comm ittee on Rules and Adm in­
istration  and m ade known to the public.

T h e  advisory board is crucia l to  the 
success of the center. T he  board shall be 
selected from  among those Senators, 
Representativcs, parents of ch ildren en­
rolled in the center, and other individuals 
with expertise in ch ild care who express 
an Interest in the center and will assist 
the comm ittee in its efforts to  provide 
the best care possible fo r ou r employees’ 
ch ildren .
•Recently . I  organized an  in formal 

ch lld -ca re  center task force composed or 
those employees who Indicated on the 
questionnaire th a t they would like to 
help  in the effort to  establish a worksite 
ch iJd-care center. T h e  group meets once 
a week and is preparing a report recom ­
mending a plan of operation which will 
Include; A program  description Including 
th e  objectives of the ch ild -ca re  program , 
a description of the type of cu rricu la  to 
be offered, the hours of operation , and 
the number of children to be served.

A lso Included will be a m ethod fo r 
grouping children and providing fo r an 
econom ic m ix of children , a s ta fl-h lre  
nnd adm issions policy, a  plan for involv­
ing parents and volunteers, a description 
of the nutritional, social, h ea lth , and 
medical services to be offered, an outline 
of the business management and record ­
keeping procedures to be followed, and a 
plan fo r meeting the physical, in tellec­
tual. emotional, and social needs of the 
ch ildren to be served by the center. In  
add ition , the report will Include a p ro ­
posed budget fo r the startup costs and 
first year of operation , a fee structure  
nnd schedule with provisions fo r a sliding 
scale o r scholarship , and a  jo b  descrip­

tion nnd qualifications fo r the position  
of center d irector.

I look forw ard to reading this report.
A good m any of the task force members 
a rc parents who would wish to place their 
children in the ch dd -ca re  center. B e ­
cause parents know better than anyone 
else w hat Is best for their children , the 
recomm endations they make fo r  the 
overall operation  o f the center shou ld be 
seriously studied .

W e  are a ll aware of th e  controversy 
surrounding Governm ent funding of 
ch ild care. M any legislators, parents, and 
concerned citizens are understandably 
skeptical o f the Government's involve­
m ent in th e ir lives. I  appreciate th is con ­
cern . B u t th is  legislation Is not charity  
o r  welfare. A ll o f the Cap ito l H ill em ­
ployees Interested In th is service are 
paying fo r th e ir present ch ild -ca re  
arrangem ents, and responded favorably  
to the questionnaire knowing th a t a  
Capita l H ill ch ild -ca re  center would n o t 
be free o f cost.

I t  Is evident, however, th a t  m ost p a r ­
ents who need this service fo r  their ch il­
dren cannot afford the in itia l s ta r t -u p  
costs of a  day care center. T h e  U .S . Sen ­
ate houses th e  restauran t, the cred it 
union, the barber shop, and  tire Senate 
beauty salon  services th a t assist ou r em ­
ployees. Now  we have substantial evi­
dence o f w h a t would seem to be a  more 
fundam en ta l need fo r m ore adequate 
ch ild  care facilities to serve the ch ild ren . 
o f ou r employees while the ir parents are  
a t  work.

M r. President, we in the U .S . Senate 
have an opportun ity  to assist our staffs 
and th e ir fam ilies. T h is  effort is no t w ith­
ou t precedent. T h e re  are presently eight 
Governm ent agencies in the area opera t­
ing ch ild  ca re  centers for th e  children of 
th e ir employees. M any of these centers 
are  operating successfully, experiencing 
low drop o u t rates, and have long w ait­
ing lists. B y  establishing a  ch ild  ca rc  
center on C ap ito l H ill, the home, in a  
sense, can  be b rough t to th e  work place, 
bringing ch ild ren  and parents together. 
Lun ch  hou rs an d /o r  coffee breaks could 
afford paren ts the opportun ity to be w ith 
th e ir ch ild ren ; ca t lunch w ith them , p a r­
tic ipate in th e ir activities. If a ch ild  be­
comes ill, th e  p a ren t is immediately ava il­
able. T h e  psycholog ical well being of 
ch ildren and parents is supported in liiese 
ways. P aren ta l work attendance also be­
comes more stable.

M r. President. I  urge my colleagues to 
support th is resolution creating child 
ca rc  facilities fo r Capito l H ill employees. 
The  distinguished chairm an  of the C om ­
m ittee on House Adm inLtrn tion , my Jong 
tim e friend and  colleague. Congressman 
F r a n k  T h o m p s o n  o f N ew  Jersey. Is also 
com m itted to the concept o f w ork-sltc 
ch ild  care and is today in troducing a 
sim ilar resolution in the House of R ep re ­
sentatives.*

i s r ;S E N A T E  R E SO L U T IO N  3'1r> KT.
S IO N  O F  A R E SO LU T IO N  i i - ; ^  
1NG  T O  T H E  P U R G E  O F  rU ” £7,HIRANO
M r. M A TSU N A G A  subm itted the f c  

low ing resolution , w hich was referred : 
th e  C om m ittee on Fore ign  Relations;

8 . R t s .  323
W hereas In 1947. th e  H on orab le  R lk l 

H lran o  was th e  Japanese M in is te r o f Agi 
c u ltu re  an d  Forestry , an d  a  m em ber o f i  
Japanese D ie t;

W hereas recen tly released A m erican  ml 
ta ry  records of th e  O ccu p a t io n  o f Japan  it 
low ing  th e  Second W o r ld  W a r  reveal th a t

( 1 )  R lk iz o  H lran o  was effectively purg  
from  h is  pos ition s os M in is te r  o f  A g rlcu ltv  
an d  Forestry  an d  as a m em ber o f  th e  D! 
In  th e  B ou se  o f R ep resen ta tives , as a  i 
c u l t  o l  th e  In te rven tion  ag a in st Its o*. 
ru les , by th e  office o f th e  Sup rem e Coi 
m ond er fo r  the A llied Fow ers (SC .VP) In  L 
Japan ese  Jud ic ia l process , an d

( 2 )  th e  in terven tion  or SCA P  was w it 
o u t  basis o r  Justifica tion  in  th a t  In v lolat 
th e  AU les ’ du ty  to  resp e ct th e  Japan t 
Jud ic ia l process In th e  Japanese Bdm ln lstr 
t lo n  o f th e  purges, and  to  carry  o u t  t! 
ta sk  o f  te ach in g  th e  p r in c ip le s  o f dem o era 
and  JusU ce ; and

W hereas th e  resu lt o f th e  purge was 
s u b je c t  M r. H lran o  to  p u b lic  scorn , b um lil 
t lo n . en d  loss o f h on o r , os well os loss • 
p u b lic  o filce : Now . th e re fo re , be It

Resolved , T h a t  In recogn ition  o f  11 
egreg ious h a rm  In flicted u p on  R lk izo  H lra i 
by th e  In te rven tion  o f th e  office o f S C / 
In  th o  Japanese Jud ic ia l process , r c su lth  
In  h is  be ing  purged , an d . la  recogn ition  < 
R lk izo  H ira n o ’s d is tin gu ish ed  career o f pul 
l ie  service in  th e  om cr o f ag r icu ltu re , whcr, 
<u h is  c on tr ib u tio n s  h ave been Uud<  
th r o u g h o u t  th e  a g r icu ltu ra l w orld . It 13 tl 
sense o f  th e  Sen a te  th a t  th e  In terveotlc  
o f  th e  office o f SCAP  re su lt in g  In th e  p u r | 
o f  R lk izo  H lran o  in  1947 was w ith o u t bns 
o r  Ju stifica tion , Im proper an d  In  vtolatlc 
o f Its own ru les, and th a t  a ll records i 
a ll U n ite d  S ta tes  G overnm en t agencies l> 
volved sh ou ld  be corrected  to  c lea r R liu . 
H lra n o  o f any w ron g -d o in g  and lo  rcsto : 
th e  h on o r  and  rep u ta tion  o f R lk izo  H lrano  
th e ir  r ig h tfu l s tand ing  In h is  c ou n try  nnd 1 
th e  w orld .

M r. M A TSU N A G A . M r . President, tc 
day I  am  subm itting a resolu tion  Ui:. 
will help , in a sm all way. to correct an lr. 
Justice th a t  has existed fo r over 30 yenn  
nn in ju stice  w hich tarn ishes the almot 
unblem ished record of ou r re h ab ilita te  
efforts in postwar Japan .

T h e  wrong I seek to  redress Ls an ol 
one. Soon  nfter the a llied occupation  c 
Jap an , the supreme com m ander of al 
lied powers (S C A D  in itia ted  variou 
ru les designed to purge undesirable in 
dividuals from  Japan 's G overnm en t un­
po litica l parties. As prescribed by SCAF 
U ie  purge could be in itia ted  In two ways 
By the suprem e nlllcd com m ander or b. 
the Japanese Governm ent.

In  1947, M r. R lkizo H lran o  was th 
secre ta ry  of agricu lture  and forestr. 
o f the Japanese G overnm ent. Despite In 
h igh  visibility, h is repu ta tion  fo r hon



FACT SHEET

S e n a t o r  G e o r g e  M c G o v e r n  w i t h  t h e  a i d  o f  t h e  C o n g r e s s i o n a l  

C l e a r i n g h o u s e  o n  W o m e n 's R i g h t s  c o n d u c t e d  a s u r v e y  of C a p i t o l  

H i l l  e m p l o y e e s .  1 3 9  r e s p o n s e s  f r o m  H o u s e ,  S e n a t e  a n d  S u p r e m e  • 

C o u r t ;  1 5 2  r e s p o n s e s  f r o m  t h e  L i b r a r y  o f  C o n g r e s s .  T h e  r e s u l t s  

o f  t h e  q u e s t i o n n a i r e  i n d i c a t e d  t h a t  a p p r o x i m a t e l y  1 9 0  c h i l d r e n  

n e e d  t h i s  s e r v i c e .

T h o m p s o n / M c G o v e r n  i n t r o d u c e d  c o n c u r r e n t  r e s o l u t i o n s  i n  l a t e  

1 9 7 8  s t a t i n g  t h e  n e e d  f o r  a c v i l d  c a r e  c e n t e r  f o r  c o n g r e s s i o n a l  

e m p l o y e e s .

E m p l o y e e s  o f  t h e  H o u s e ,  S e n a t e ,  L i b r a r y  of C o n g r e s s  a n d
i

S u p r e m e  C o u r t  h a v e  b e e n  m e e t i n g  r e g u l a r l y  i n  a n  a t t e m p t  t o  g e t  

a c e n t e r  s t a r t e d .  M c G o v e r n  h a s  a f u l l - t i m e  s t a f f  p e r s o n  w o r k i n g  

o n  t h i s  p r o j e c t .

8 F e d e r a l  a g e n c i e s  i n  t h e  D . C .  a r e a  c u r r e n t l y  h a v e  c h i l d  c a r e  

c e n t e r s  w h i c h  a r e  e x t r e m e l y  s u c c e s s f u l .  T h e y  o c c u p y  f e d e r a l  

s p a c e  a n d  e a c h  a g e n c y  p r o v i d e d  i n i t i a l  s t a r t - u p  f u n d s  i n  t h e  

f o r m  o f  a g r a n t .  T h e  c e n t e r s  d o  n o t  p a y  f o r  s p a c e ,  u t i l i t i e s  

o r  m a i n t e n a n c e .

A  c e n t e r  n e e d s  f i n a n c i a l  a i d  i n  t h e  f i r s t  y e a r  d u e  t o  t h r e e  

f a c t o r s :  1) a d i r e c t o r  b e i n g  h i r e d  b e f o r e  t h e  c e n t e r  is

o p e r a t i o n a l  in o r d e r  t o  o r g a n i z e  t h e  c e n t e r ,  2) l o w  i n i t i a l  

e n r o l l m e n t ,  a n d  3) l a r g e  e q u i p m e n t  p u r c h a s e s .

O u r  r e c o m m e n d a t i o n  f o r  a r e v o l v i n g  f u n d  p r o v i d e s  s t a r t - u p  

f u n d s ;  f e e s  r e c e i v e d  f o r  t h e  s e r v i c e  a r e  r e t u r n e d  t o  t h e  f u n d .  

T h e  r e s t a u r a n t  a c c o u n t i n g  s y s t e m  c a n  h a n d l e  t h e  e x t r a  b o o k ­

k e e p i n g  w i t h i n  t h e i r  p r e s e n t  s y s t e m .

S t a r t - u p  c o s t s  ( d e p e n d i n g  o n  -space a v a i l a b l e )  w o u l d  r u n  

a p p r o x i m a t e l y  $ 1 7 , 0 0 0  a n d  o p e r a t i n g  e x p e n s e s  f o r  34 c h i l d r e n



w o u l d  b e  a p p r o x i m a t e l y  $ 7 3 , 0 7 0 ,  i n c l u d i n g  5 s t a f f  p e r s o n s  

( d i r e c t o r ,  2 t e a c h e r s ,  2 a i d e s ) .

A n  A d v i s o r y  B o a r d  e n s u r e s  p a r e n t a l  p a r t i c i p a t i o n  a n d  i n p u t
i

i n t o  t h e  d e v e l o p m e n t  o f  t h e i r  c h i l d r e n .

T h e  H o u s e  w i l l  b e n e f i t  t h r o u g h  t h e  i m p r o v e d  p r o d u c t i v i t y

a n d  r e t e n t i o n  o f  s a t i s f i e d  e m p l o y e e s .  S a t i s f a c t i o n  w i l l

i n c r e a s e  w h e n  f a m i l y  r e s p o n s i b i l i t i e s  c a n  m o r e  e a s i l y  b e

m e t ,  e m p l o y e e ' s  c h i l d r e n  a r e  i n  c l o s e  p r o x i m i t y ,  a n d  c h i l d r e n  a n d

p a r e n t s  c a n  s p e n d  m o r e  t i m e  t o g e t h e r ,  i . e . ,  c o m m u t i n g  a n d  l u n c h

t i m e s .

D e p e n d i n g  o n  l o c a t i o n s  a v a i l a b l e ,  it i s  a n t i c i p a t e d  t h a t  t h e  

c e n t e r  w i l l  i n t i a l l y  p r o v i d e  s e r v i c e s  to c h i l d r e n  f r o m  2 1 / 2  t o  

5 y e a r s .  H o u s e  M e m b e r s  a n d  e m p l o y e e s  w o u l d  r e c e i v e  p r i o r i t y  

b u t  t h e  s e r v i c e  w i l l  b e  p r o v i d e d  t o  o t h e r  f e d e r a l  e m p l o y e e s  i n  

o r d e r  t o  f i l l  v a c a n c i e s ,  i . e . ,  S e n a t e ,  L i b r a r y  o f  C o n g r e s s ,  e t c .  

T h e  H o u s e  c a n  p r o v i d e  q u a l i t y  c a r e  to c h i l d r e n  w h i c h ,  o f  c o u r s e ,  

is in t h e  b e s t  i n t e r e s t  o f  a l l  o f  s o c i e t y .

A  H o u s e  s p o n s o r e d  c h i l d  c a r e  c e n t e r  w o u l d  b e  a m o d e l  f o r  o t h e r  

e m p l o y e r s .
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Senate B ill No. 7G4

CHAPTER 913

An act to add Chapter 11 (commencing w ith Section 45*10) to 
D iv is ion 5 o f T it le 1 o f the Cove rnm en t Code, re la ting to slate b u ild ­
ings.

[Approved by Coverr.cr September 17, 1980. Piled with 
Secretary of State .September 17, 1980.)

LEGISLATIVE COUNSELS DIGEST
SB 764, Watson. State build ings: ch ild care facilities.
Existing law provides for the construction, acquis ition, or rece ip t 

as a g ift o f build ings for use by the state.
Th is b ill would provide tha : such build ings or state bu ild ings wh ich 

arc added to, altered or repa ired , which can accommodate 700 or 
more state employees, unde r specified circumstances, shall have 
designated there in adequate space for child care needs o f the 
employees, i f a suffic ient need for child care services fo r 30 or more 
ch ild ren is shown. It would requ ire notice to employees o f the 
ava ilab ility o f such space fo r ch ild care purposes and would a llow 
flex ib le use o f the space, as specified. The b ill wou ld res tric t the use 
o f the ch ild care fac ility to ch ild ren o f whom at least 1 paren t or 
guardian is a state employee. Child care facilities for employees o f 
the Califo rn ia State Un ive rs ity and Colleges and the Un ive rs ity o f 
Califo rn ia would be requ ired to be incorporated in to campus master 
plans and be constructed subject to legislative appropria tions, a.s 
specified. The b ill would not app ly to any state office bu ild in g whe re 
the Public W o rk i Board, p r io r to the effective date o f this b ill, has 
approved the commencement o f the working draw ing phase o f the 
build ing .

The people c f  the State o f  California do enact as follows:
SECTION 1. Chapter 11 (commencing w ith Section 4540) is 

added to Division 5 o f T itle 1 of the Cove rnm en t Code, to read:

C h a p t e r 11. C h il d  C a r e F a c il it ie s  for St a t e  E m p lo y e e s

45-10. The Legislature finds and declares that there is a substantia l 
need to provide adequate ch ild care facilities fo r state employees.
When the state constructs, acquires, or receives as a g ift any office 

bu ild ing which can accommodate 700 or more state employees, or 
when additions, alterations, or repairs are made to exis ting 
state-owned office build ings wh ich can accommodate 700 or more 
.state employees, and such additions, a ltera tions, or repa irs both 
change and affect the use c f 25 percent o f the net square feet area
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o f such bu ild ing and include the addition to, a lte ra tion of, or repa ir 
o f the first floor, adequate space shall be designated w ith in  such 
bu ild ing to meet the ch ild care needs o f those employees, i f a rev iew 
o f those emplovees slated to occupy the new or renovated bu ild in g 
shows suffic ient need for ch ild care services for 30 or m ore ch ild ren . 
The rev iew shall be conducted by the Departm en t o f General 
Services and the Governor's Advisory Comm ittee on Ch ild 
Deve lopment Programs established pursuant to Section 8254 o f the 
Education Code. The D ire c to r o f the Departm en t o f General 
Services may secure space in any adequate fac ility fo r the same 
purposes only in the event that all other physical requ irem en ts 
con tro llin g the deve lopment o f such ch ild care facilities w ith in  the 
office bu ild ing cannot be utilized , provided that funds fo r such 
off-site facilities are made available.
I t is the in ten t o f the Legisla ture that existing state o ffice build ings, 

at the discre tion o f the D irec to r o f General Services, may be 
re tro fitte d to accommodate a ch ild care facility . State funds requ ired 
fo r such re tro f it t in g  w ill be subject to regular budgetary procedures 
and approvals.
Space designed w ith in a slate-owned office bu ild ing fo r such ch ild 

care fa c ility shall com ply w ith the preva iling local and state safety 
bu ild ing codes fo r ch ild care facilities.
The indoor area shall not exceed 2,100 square feet, nor be less than 

that requ ired to accommodate 30 ch ild ren , exclud ing space for 
restrooms, k itchen facilities, storage areas, and teacher offices. 
Outdoor play area space shall correspond w ith the indoo r play area 
as set fo rth in T it le  22 o f the Califo rn ia Adm in is tra tive Code.
U tiliza tion o f the space shall be subject to terms and cond itions as 

set fo rth by the D ire c to r o f General Services. Such term s shall 
inc lude payment o f ren t, p roo f o f financia l responsib ility , and 
maintenance o f space. The space shall be made available to the 
employees v.ho wish to establish ch ild care facilities at a rate to be 
established by the D irec to r o f the Depa rtm en t o f General Services 
that is consistent w ith  ren ta l rates charged to s'a te agencies 
occupying comparable state-owned space. Rent for non-state-owned 
space w ill be based upon the actual cost to the state.
The employee-occupants shall be no tified in w r it in g  by the 

departm ent or departments occupying the bu ild ing , o f the 
ava ilab ility o f space to be used for a ch ild care fac ility no earlie r than 
180 days p rio r tc the pro jected date o f occupancy o f a new bu ild in g 
or space prov ided as the result o f additions, altera tions, or repairs to 
an existing state-owned bu ild ing , and such additions, a ltera tions, or 
repairs that both change and affect the use o f 25 percent o f the net 
square feet area o f such bu ild ing and include the add ition to, 
a lte ra tion of, or repa ir o f the first floor. If, w ith in 30 days a fte r fu ll 
occupancy o f a new office bu ild ing or 30 days a fte r the com p le tion 
o f additions, a lte ra tions, or rcpa iis to an existing state-owned office 
bu ild ing , the employee-occupants so desiring have not filed an



app lica tion w ith the Secretary o f State as a nonprofit corpora tion for 
I he purpose o f organ iz ing a ch ild care center, deposited two months' 
rent in a commercia l or savings account, and entered in to a contract 
w ith the Departm en t o f Ccnera l Services, the space may be used for 
any o the r purpose, as long as no permanent alte ra tion o f the space 
occurs. O the r purposes may include, but arc not lim ited lo, 
conference rooms, storage areas, or offices. The space for child carc 
shall be held for the employec-occupants' nonpro fit corporation only 
as long as they pay the m on th ly ren t and meet the terms set forth 
in the contract. Payment o f ren t shall commence 30 days after full 
occupancy o f a new office bu ild in g or 30 days afte ' completion of 
additions, alterations, or repairs, as specified in this section.
I f al a later date, the cmployee-occupants so desiring (a) file an 

app lica tion w ith the Secretary o f State as a nonpro fit corporation for 
the purpose o f organ iz ing a ch ild care fac ility , (b) deposit two 
m on th ’s ren t in a commercia l or savings account, and (c) notify the 
D ire c to r o f the Departm en t o f General Services o f such actions, then 
the space shall be reconverted fo r child care purposes w ith in 181) 
days o f such notice.
O n ly ch ild ren o f whom at least one parent or guardian is a state 

employee may be served in the ch ild carc facility.
W hen a ch ild care cente r has been operative for five years, the 

D ire c to r o f the Departm en t o f General Services shall assess the child 
care needs o f the state employees using the center and the office 
space needs of the bu ild ing w ith in which the center is located. If such 
assessment demonstrates a greater need fc r office space than for 
ch ild care, the D ire c to r o f the Departm en t of General Services may 
close the ch ild carc center. N ine ty days’ w ritte n notice shall lie given 
to the d ire c to r or head teacher o f the center o f such closure.
This section shall not be construed to apply to those buildings 

which prov ide care or 2-1-hour residential care for patients, inmates, 
or wards o f the state, such as state hospitals and correctional facilities.
4541. Child care facilities fo r the employees o f the California 

State Un ive rs ity and Colleges and the Univers ity of Californ ia shall 
be inco rpo ra ted in to the campus master plans and constructed 
subject to the provis ion o f state funding appropriations by the 
Legisla ture . D e te rm ina tion o f the need for, e lig ib ility for use, and 
u tiliz a tio n o f such facilities, shall be subject lo terms and conditions 
o f the trustees and the regents.
For the purposes o f this chapter, only this section shall apply to the 

C a lifo rn ia State Un ive rs ity and Colleges system and the University 
o f Ca lifo rn ia .
4542. This chap te r shall not apply to the design of new state office 

bu ild ings , additions, alterations, or repairs o f existing state-owned 
office build ings , where the Public \^orks board has approved, prio r 
to the e ffec tive date o f this chapter, the commencement of the 
w o rk in g d raw ing phase o f the new stale office build ing.
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ENGROSSED SUBSTITUTE HOUSE BILL NO. 1655

S ta te  o f  W ashirg ton 48th  L e g is la t u r e  1984 Regula r  Sesslo

by Committee on S ta te  Government ( o r i g i n a l l y  sponsored by
R e p re s e n ta t iv e s  ( le lc h e r ,  K r e l d l e r ,  Lew is .  A l l e n .  M i l l e r .  Wang. 
G allow ay. Halsan and Jacobsen)

Read f i r s t  t im e  February  1. 1984.

1 AN ACT R e la t in g  to  c h i l d  c a r e :  adding new s e c t io n s  to  chapte

2 41.04 RCW; c r e a t in g  a new s e c t i o n ;  and making an a p p r o p r ia t io n .

3 BE IT  ENACTED BY TIIF. LEGISLATURE OF THE STATE OF WASHINCTON:

4 NF.W SECTION. Sec. I .  The l e g i s l a t u r e  re c o g n iz e s  t h a t  o n - s l t

5 c h i le  day ca re  f a r  employees o f  p u b l i c  and p r i v a t e  o r g a n iz a t io n s  Is

G w o r th w h i le  p u r s u i t .  To f u r t h e r  the g o a ls  o f  a f f o r d a b l e ,  a c c e s s ib le .

7 and c u a l l t y  c h i l d  care  f o r  w o rk in g  p a re n ts ,  the l e g i s l a t u r e  In tend .

8 to  e s 'a b l l s h  a s e l f - s u p p o r t i n g  c h i l d  care  d e m o n s t ra t io n  p r o je c t  fo r

9 employers o f  s t a t e  government. The l e g i s l a t u r e  recogn izes  that

10 a p p r o p r ia te  c h i l d  day care  s e r v ic e s  may enhance p r o d u c t i v i t y  and

11 lower absentee ism among s t a t e  employees.

12 NEW SECTION. Sec. 2. The department o f  g e nera l  a d m in is t r a t io n

13 s h a l l  I d e n t i f y  an amount o f  s u i t a b l e  space In  s ta te -ow ned  or  s ta te -

14 leased b u i l d in g s  In  the Olympia area f o r  use as c h i l d  day care

15 ce n te rs  f o r  the c h i l d r e n  o f  s t a t e  employees.

16 The department o f  genera l  a d m in i s t r a t i o n  s h a l l  e s ta b l i s h  a f a i r

17 re n ta l  r a te  f o r  the o r g a n iz a t i o n  to  pay f o r  the  space used.

18 NEW SECTION. Sec. 3 . ( 1 )  The department o f  personnel sh a l l

19 conduct a needs assessment to  d e te rm ine  the need f o r  and In te r e s t  In

20 c h i l d  day care  f a c i l i t i e s  f o r  the c h i l d r e n  o f  s t a t e  employees:

21 (2 )  The department o f  personnel s h a l l  d e te rm in e  the ntoaber o f

22 c h i l d r e n  which may p a r t i c i p a t e  In the d e m o n s t ra t io n  p r o j e c t  re q u ire d

23 under s e c t io n s  1 through 3 o f  t h i s  a c t :  and

24 (3 )  I f  the s u i t a b l e  space Is  de te rm ined  to  be a v a i l a b l e ,  the

25 department o f  personnel s h a l l  c o n t r a c t  w i t h  one o r  more o rg a n iz a t io n s 

1 26 to  o p e ra te  c h i l d  day care  f a c i l i t i e s  f o r  the c h i l d r e n  i d e n t i f i e d

27 under t h i s  s e c t i o n .  Such f a c i l i t i e s  may be lo ca te d  In  one o r  more

28 b u i l d in g s  as I d e n t i f i e d  under s e c t io n  2 o f  t h i s  a c t .



Sec . 4

1 NEW SECTION. Sec. 4 .  The department o f  genera l  a d m in i s t r a t i o n

2 and the department o f  personnel s h a l l  r e p o r t  on the  p r o j e c t  to  the 

s t a t e  government committees o f  the senate and house o f 

r e p r e s e n t a t iv e s  at the f o l l o w in g  t im e s :

(1 )  Upon c o m p le t io n  o f  the needs care  assessment:

(2 )  A f t e r  space has heen I d e n t i f i e d  in  b u i l d i n g s  and c h i l d  day 

care  programs are  e s ta b l i s h e d :  and

8 (.1) A f t e r  s i *  months oT o p e r a t io n  o f  the  c h i l d  day ca re  programs

!) NEW SECTION. Sec. 5 .  There  is  a p p r o p r ia te d  from  the general

10 fund to  the department o f  personnel f o r  the  b ienn ium  ending June .10.

11 1985, the sum o f  f o r t y - f i v e  thousand d o l l a r s ,  o r  so much th e r e o f  as

12 may be n ecessary ,  to  conduct a needs assessment to  d e te rm in e  thp need

13 fo r  and I n t e r e s t  in  c h i l d  day ca re  s e r v ic e s  f o r  s t a t e  employees and

H  fo r  s t a r t - u p  c o s ts  to  Implement t h i s  a c t .

IS NEW SECTION. Sec. 6. S e c t io n s  I th rough  3 o f  t h i s  a c t  a re  each

1G added 'o  ch a p te r  ‘11.04 RCW.

Passed the Senate February  26, 1981.

^P re s id e n t  o f  the Senate .

F.SHB 1655 -2-
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THE NATIONAL CONFERENCE OF STATE LEGISLATURES CHILDREN'S PROGRAM

T h e  C h i l d r e n ' s  P r o g r a m  is d e s i g n e d  to m e e t  t he n e e d s  a n d  i n t e r e s t s  of s t a t e  l e g i s l a­

t u r e s  in c h i l d r e n ' s  p o l i c y  a n d  p r o g r a m  i s s ues. L e g i s l a t o r s  a r e  i n v o l v e d  in e v e r y  a s p e c t  

o f  s t a t e  p o l i c y  a n d  p r o g r a m  i s s u e s  a f f e c t i n g  c h i l d r e n .  T h e y  i n t e r c e p t  f e d e r a l  f u n d i n g ,  

e s t a b l i s h  law, r e v i e w  a g e n c y  b u d g e t s ,  set p e r f o r m a n c e  s t a n d a r d s ,  c r e a t e  p r o g r a m s ,  and 

p r o v i d e  g u i d e l i n e s  for j u d i c i a l  p r o c e e d i n g s .  In t h i s  c l i m a t e  of f i s c a l  s c a r c i t y  a n d  

s h i f t i n g  r e s p o n s i b i l i t i e s  b e t w e e n  the f e d e r a l  a n d  s t a t e  g o v e r n m e n t s ,  s t a t e  l e g i s l a t u r e s  

h a v e  b e c o m e  the f o c a l  p o i n t  f or d e t e r m i n i n g  p o l i c y  a n d  p r o g r a m  p r i o r i t i e s  to a d d r e s s  

.ne w e l f a r e  of c h i l d r e n  a n d  t h e i r  f a m i l i e s .

T h e  N C S L  C h i l d r e n ' s  P r o g r a m  w i l l  p r o d u c e  a n a t i o n a l  f o r u m  for a d d r e s s i n g  c h i l d r e n ' s  

i s s u e s  w h i l e  p r o v i d i n g  i n d i v i d u a l  s t a t e  l e g i s l a t o r s  w i t h  the t o o l s  to m o r e  e f f e c t i v e l y  

a n d  e f f i c i e n t l y  a d d r e s s  the n e e d s  of c h i l d r e n .  T h e  e s t a b l i s h m e n t  of  the N C S L  A d v i s o r y  

C o m m i t t e e  on C h i l d r e n  a n d  Y o u t h  d e m o n s t r a t e s  the c o m m i t m e n t  o f  N C S L  a n d  the s t a t e s  to 

c r e a t e  a f o c u s  on  c h i l d r e n ' s  issues.

SERVICES

T h e  f o l l o w i n g  m i x  of s e r v i c e s  a r e  a v a i l a b l e  t h r o u g h  the C h i l d r e n ' s  P r o g r a m .  T h e s e  

a c t i v i t i e s  p r o v i d e  a c o m p r e h e n s i v e ,  c o n t i n u u m  of s e r v i c e s  r e q u i r e d  a n d  r e q u e s t e d  by 

s t a t e  l e g i s l a t o r s  f o r m u l a t i n g  p o l i c y  a f f e c t i n g  c h i l d r e n  an d  f a m i l i e s .

Information Clearinghouse
T h e  i n f o r m a t i o n  c l e a r i n g h o u s e  c o n t a i n s  c u r r e n t  r e s e a r c h  d e v e l o p m e n t s ,  n a t i o n a l  and 

s t a t e  n e w s l e t t e r s  a nd j o u r n a l s ,  m o d e l  n a t i o n a l  a n d  s t a t e  l e g i s l a t i o n ,  a n d  s p e c i f i c  

r e p o r t s .  A l l  i n f o r m a t i o n  is m a d e  a v a i l a b l e  u p o n  r e q u e s t  at no  cost.

Information Assistance

T h e  c l e a r i n g h o u s e  s e r v e s  as the h i g h  q u a l i t  

s p o n d  q u i c k l y  to i n f o r m a t i o n  r e q u e s t s .  NC 

i s l a t i v e  r e s e a r c h  councils, p r o v i d i n g  b o t h

Pub!ications
M o n t h l y  i s s u e  b r i e f s  p r o v i d e  a f o r u m  f or i n f o r m i n g  l e g i s l a t o r s  of i n n o v a t i v e  p r o g r a m s ,  

d e v e l o p i n g  t r e n d s ,  a nd n e w  i d e a s  in the field. L e g i s l a t o r ' s  g u i d e s  a r e  c u r r e n t l y  

a v a i l a b l e  in the C h i l d  S u p p o r t  E n f o r c e m e n t  a nd Y o u t h  S e r v i c e s  a r e a s .

Technical Assistance
T e c h n i c a l  a s s i s t a n c e  i n c l u d e s  t e s t i m o n y  at c o m m i t t e e  h e a r i n g s ,  b r i e f i n g  s e s s i o n s  for 

s t a t e  l e g i s l a t o r s  and t h e i r  s t a f f s ,  a nd a c t u a l  bill d r a f t i n g  a nd a n a l y s i s .  R e s o u r c e s  

a n d  e x p e r t i s e  a r e  p r o v i d e d  by N C S L  s t a f f ,  n a t i o n a l  e x p e r t s ,  l e g i s l a t o r s ,  j u d g e s ,  

a t t o r n e y s ,  a n d  o t h e r  s t a t e  o f f i c i a l s .

Education and Training
A s s i s t a n c e  in p r o d u c i n g  a v a r i e t y  of e d u c a t i o n a l  f o r u m s  is a v a i l a b l e .  T h e s e  i n c l u d e  

n a t i o n a l  c o n f e r e n c e s ,  r e g i o n a l  c o n f e r e n c e s ,  s t a t e - s p e c i f i c  s e m i n a r s  a n d  i s s u e - s p e c i f i c  

w o r k s h o p s .

’o r m a t i o n  b a s e  f r o m  w h i c h  s t a f f  c a n  re- 

>if s e r v e  as at. a d j u n c t  to the s t a t e  ieg -  

ry a nd s e c o n d a r y  r e s e a r c h  a nd a n a l y s i s .



A R E A S  O F  E M P H A S I S

C h i l d r e n ' s  P r o g r a m  s t a f f  a r e  a v a i l a b l e  to p r o v i d e  i n f o r m a t i o n  a nd r e s e a r c h  a s s i s t a n c e  

o n  a ll a s p e c t s  of p o l i c y  a nd p r o g r a m  i s s u e s  a f f e c t i n g  c h i l d r e n  a nd t h e i r  f a m i l i e s .

T h e  f o l l o w i n g  a r e a s  of e m p h a s i s  r e p r e s e n t  p a r t i c u l a r  e x p e r t i s e  of  the p r o g r a m .

Child Support, Paternity, and Custody

T h e r e  a r e  o v e r  o n e  m i l l i o n  d i v o r c e s  e a c h  y e a r  —  h a l f  of t h e m  i n v o l v e  c h i l d r e n .

S e v e n t e e n  p e r c e n t  of  a l l  c h i l d r e n  b o r n  e a c h  y e a r  d o  no t  h a v e  l e g i t i m a t e  f a t h e r s .  F o r  

t h e s e  c h i l d r e n ,  s t a t e  l a w s  p r o t e c t i n g  t h e i r  r i g h t s  in c u s t o d y ,  v i s i t a t i o n ,  s u p p o r t  a n d  

p a t e r n i t y  a r e  v i t a l  l i f e l i n e s  to t h e i r  w e l l  b e i n g .  C h i l d  S u p p o r t  E n f o r c e m e n t  is a c o s t  

e f f e c t i v e  a p p r o a c h  to a s s i s t i n g  d e p e n d e n t  c h i l d r e n .  F e d e r a l  l a w  r e q u i r e s  that e a c h  

s t a t e  e s t a b l i s h  a c h i l d  s u p p o r t  e n f o r c e m e n t  p r o g r a m .  W h i l e  e a c h  p r o g r a m  r e c e i v e s  70 

p e r c e n t  of  i t s  f u n d i n g  f r o m  t h e  f e d e r a l  g o v e r n m e n t ,  s t a t e s  s t i l l  h o l d  th e  l i o n ' s  s h a r e  

of  r e s p o n s i b i l i t y  in  p r o t e c t i n g  c h i l d r e n ' s  r i g h t s .  T h e  p r o c e d u r e s  for e s t a b l i s h i n g  

c u s t o d y ,  s u p p o r t  a n d  p a t e r n i t y  a r e  c o n t r o l l e d  b y  s t a t e  law. T h e  j u r i s d i c t i o n  in w h i c h  

a c a s e  is h e a r d  is l i k e l y  to be  t he s i n g l e  m o s t  i m p o r t a n t  f a c t o r  in th e  d e t e r m i n a t i o n  

o f  c u s t o d y  a w a r d s ,  s u p p o r t  o r d e r s ,  o r  p a t e r n i t y  h e a r i n g s .

T h e  N C S L  C h i l d  S u p p o r t  E n f o r c e m e n t  P r o j e c t  b e g a n  i t s  f i f t h  y e a r  of a c t i v i t y  M a y  1, 1983. 

P r o g r a m  s e r v i c e s  i n c l u d e  c h i l d  s u p p o r t ,  p r o g r a m  a n a l y s i s ,  l o n g - r a n g e  p l a n n i n g ,  a n d  a s s i s­

t a n c e  in d r a f t i n g  a n d  a s s e s s i n g  c h i l d  s u p p o r t ,  p a t e r n i t y  a n d  c u s t o d y  l e g i s l a t i o n .

Child Welfare
A p p r o x i m a t e l y  5 0 0 , 0 0 0  c h i l d r e n  a r e  c u r r e n t l y  in f o s t e r  c a r e  (some e s t i m a t e s  r un as  h i g h  

as  7 5 0 , 0 0 0 ) .  C o m p l e t e  a nd a c c u r a t e  r e c o r d s  of  t h e s e  c h i l d r e n  d o  n o t  e x i s t ,  b ut we  do  

k n o w  t h a t  w i t h  a d e a u a t e  f a m i l y  r e u n i f i c a t i o n  a n d  p r e v e n t i o n  s e r v i c e s  m o s t  of t h e  c h i l d r e n  

in f o s t e r  c a r e  c o u l d  b e  r e t u r n e d  to t h e i r  f a m i l i e s .  F u r t h e r ,  o n e - t h i r d  of  t h o s e  c h i l d r e n  

c o u l d  be  a d o p t e d  if l e g a l  b a r r i e r s  w e r e  r e m o v e d  a n d  a d o p t i v e  s e r v i c e s  w e r e  p r o v i d e d .  

S t i l l ,  f o s t e r  c a r e  is t h e  l a r g e s t  s i n g l e  i t e m  in t h e  c h i l d  w e l f a r e  b u d g e t  w i t h  97 p e r c e n t  

of  it d i r e c t e d  to f o s t e r  c a r e  a n d  3 p e r c e n t  to a d o p t i o n  s e r v i c e s .

T h e  A d o p t i o n  A s s i s t a n c e  and C h i l d  W e l f a r e  A c t  of 1 9 8 0  (P.L. 9 6 - 2 7 2 )  w a s  e n a c t e d  by 

C o n g r e s s  to r e f o r m  the f o s t e r  c a r e  s y s t e m .  T h e  p r o v i s i o n s  of P.L. 9 6 - 2 7 2  a r e  b e i n g  

p h a s e d  in o v e r  a t h r e e  y e a r  p e r i o d .  S t a t e s  m u s t  m e e t  t he r e q u i r e m e n t s  of  the l a w  to 

q u a l i f y  fo r  T i t l e  I V - B  c h i l d  w e l f a r e  s e r v i c e s  f e d e r a l  f u n d i n g  in e x c e s s  o f  $ 1 4 1  m i l l i o n .

T h e  N C S L  C h i l d  W e l f a r e  P r o j e c t  a s s i s t s  l e g i s l a t o r s  in t h e i r  e f f o r t  to r e v i e w  s t a t e  laws, 

p r o g r a m s ,  a n d  f u n d i n g ,  a s  t h e y  b r i n g  t h e i r  s t a t e  l a w s  i n t o  c o m p l i a n c e  b y  O c t o b e r  1, 1983, 

a s  r e q u i r e d  by P.L. 9 b - 2 7 2 .  I n f o r m a t i o n  o n  m o d e l  s t a t e  p r o g r a m s  a n d  l e g i s l a t i o n  a i m e d  

at  p r e v e n t i o n  a n d  f a m i l y  r e u n i f i c a t i o n  s e r v i c e s  a r e  h i g h l i g h t e d .

FOR MORE INFORMATION

F o r  m o r e  i n f o r m a t i o n  c o n t a c t  C a r o l y n  K. K a s t n e r  o r  M i c h e l e  R. M a g r i ,  N a t i o n a l  C o n f e r e n c e  

of S t a t e  L e g i s l a t u r e s ,  1 1 2 5 - 1 7 t h  S t r e e t ,  S u i t e  1500, D e n v e r ,  C o l o r a d o  8 0 2 0 2 ,

3 0 3 / 2 9 2 - 6 6 0 0 .
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On-site day care centers draw employees to firms
by Joyce A. Venezia AaocUied PrM
Bloomfield, Conn. —  Meg 

Lines faced more lhan just a lan­
guage barrier when she recently 
adopted a Chilean child. As a sin­
gle parent, she also had to find 
someone to care for the 4-year- 
old boy while she was at work.
Leaving her job to raise the 

child was out of the question 
since Lines is the sole support of 
the hoy, named John. Hiring a 
live-in babysitter or putting John 
in a private day care center 
would be too expensive.
John also needed to be with 

other children in an educational 
atmosphere to leam English.
Fortunately, Lines works at 

the Cigna insurance company, 
one of the state's largest corpo­
rations and one of the first to 
build a day care center for its 
employees.
" I was very lucky." Lines 

says. "I'm not sure I could have 
I adopted John if the day care cen­
ter weren't there."

The day care center Is spon­
sored by Cigna —  which was 
formed two years ago by a 
merger of General Life Insur­
ance Co. and INA Corp. —  and 
employees get a discount on the 
tuition.
It Is on the grounds of Cigna's 

main Connecticut office in 
Bloomfield, meaning parents and 
children are never far from one 
another. Sometimes the children 
are invited to lunch in the com­
pany cafeteria, says Alison Ken­
worthy, assistant director of em­
ployee services division, 
j "It's a good feeling knowing 
John is In the same environment 
,I'm in," Lines says,

such programs.
"So many presidents of these 

companies are about 37, with 
spouses who work and pre­
schoolers," Friedman says. "The 
lack of day care hits them closer' 
to home."
In Cigna’s case, the^ 

company’s former president/. 
Henry R. Roberts, thought a day 
care center “ would give us an 
edge over other companies, be-

company employees, although 
they receive a 10 percent dis­
count on tuition.

Another option for companies 
is to give employees subsidies for 
private day care, Roberts says.
Companies also can get to­

gether and form a mutual day 
care center, she says. In Wilton, 
five companies worked with 
state and iocal factions to reno­
vate a former school. Today!'cause working women would be 

attracted back to the work .• about *5 children participate in 
force,” says Cynthia Powell, dl- the program, run by the Wilton
rector of the company’s center.
"He made it as a business de­

cision, not an altruistic deci­
sion," she says. ’

It seems to be working. Ken- 
worthy says some women have 
turned down job offers at a 
higher salary from other compa­
nies because of the day care pro- .

* gram.
"The center Is definitely one 

■ thing that keeps me with Cigna,”
. says Betty Caruso. After she and—
/ her husband divorced, the insur- V 
ance company provided the day'p 
.' care option for her three boys.

Besides the discounted price,
' Cigna’s grounds also provided an 
Incentive for Caruso.
"There are lots of lawns, a 

duck pond, exercise rooms, play­
ing fields —  and the kids are al­
lowed to use those things," she 
says. "Other day care centers 
- usually lust have a small play-.
; ground,’

Family Y a id subsidized by the 
companies.

Several Connecticut compa­
nies also contribute on a sliding 
scale to the Winsted Area Public 
Day Care Center, a non-profit 
project started in 1981. The pro­
gram started with state grants 
and continues to be aided by the 
United Way.
Roberts tells of one Hartford 

developer who is considering ad­
ding a day care center to a new 
office building.
"He thinks it will be an attrac­

tion to tenants," she says, "but I 
believe It’s also because he has 
five kids too."

Aiioclattf Prt»»
The fftd tint day are vm trtH&ble it ber firm, Ggnt Corp. of Bloomfield, 
Conn., wu in important factor when Meg Line* adopted ber son, John

i Nationally, more than 500 
major corporations provide such 
day care centers on or near the , ummcn, uh.w 
company site, says Dana Fried-.T  Friedman says. 
man, a senior research fellov- at 
the Conference Board, a non­
profit, national clearinghouse for 
business-related research.
Of the 500, about 400 are hospi­

tals, which Initiated the program' 
to lure nurses back to work dur­
ing a nursing shortage several 
? ears ago.
Most corporate-sponsored day 

care centers In the United States

average nbout 100 children., The 
largest —  Intermedic In Free­
port, Texas, a pacemaker manu­
facturer —  accommodates 360 
children. Including 60 Infants,

y- i •' f
In the Boston area, many uni­

versities also sponsor day care . 
centers, Friedman says.
"Colleges In New England 

tend to be very progressive and 1 
are generally more forward 
thinking,” Friedman says. "The 
schools are older, with roots, and 
believe In the concept of the fam­
ily work ethic."

In January 1975, Connecticut 
General’s center was established 
with three children in a remod­
eled dairy bam on company 
property. By June of that year, 

In the Minneapolis area, large 21 children were enrolled, 
corporations such as Pillsbury,, Today, operated by Cigna, the
General Mills, 3-M and Honey-..', center 6 licensed to handle al- 
well are among those offering most 100 children, including in-' 

'• day care for children. ,.v (ants, An ever-growing waiting
Corporate day care also is v, list has more than 200 children, 

starting to spread to the Sun .'"including some not even bom 
Belt, Friedman says. "Three . yet," Powell says, 
years ago, Houston had nothing The center features bright,
‘ In the way of corporate day care, sunny rooms, a playground dl- 
1 even with all the major oil com- • vided Into areas for each age 
ponies and money down there,” - group so older children don't 
• she says. crowd the younger ones, and a

cafeteria.
Successful new companies Operated by KlnderCare, a

’ with young executives are usu-.5 private day care operation, 
ally among the first to establish ; Cigna's center is not restricted to


