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ABSTRACT -
) Seven model representzng the existing’ range of
options of employer involveffent in day care are described in this
paper. The range of options are grouped into two ategories: (1)
‘company owned, operated, or subgidized, child, dayfgare' and (2)

employee asszstance services, benefzts, and policies. The models °
included in'the first category are the company-owned on- sjte model,
the off- sz1g_;QnsQx11nm_mndgl+_tha_nendnx_p:ogxam and the voucher
program. Included in the second category are the referral, the
matching parents with providers model, and the sick child care model,
as” well as a number of personnel policies that are sensitive to the
needs of working parents. The paper concludes with a list of existing )
employer-sponsored day care settihgs, an outlzne of the benefits and
problems associated with employer-sponsored day care, and a brief
indication of .the federal and state tax incentives to those employers
sponsoring day care programs. (Author/MP)

o ot S .
L3
- K
[ A +
- J
14
f
) S - g
* ***************j**************?********************************ﬁ*******
Tk Reproductions supplied by EDRS are the best that can be made *
L from the original document, *

***********************************t‘**********************************

E
v 4




ATTACHMENT 11
U8 DEPARTMENT OF EDUCATION

NATIONAL INSTITUTE DF EDUCATION
EDUCATIONAL RESQURCES INFORMATION

CENTER (ERIC)
T Ths document has been reproduced as
received from the person or organization
onginatng 1t
Minor changes have been made t
roduction Auaijty

§ m———

.

{s] lmplgve

ts of view or opinions stated in this doty

do not necessanty fepresent official NIE
Position or policy

Helping
Working Parents:
Child Care Options For Business

‘e

“PERMISSION TO REPRODUCE THIS
MATERIAL HAS BEEN GRANTED BY

Flovence C.

Glasser -

”

TO THE EDUCATIONAL RESOURCES
INFORMATION CENTER (ERIC) "

QO
o
RO
N
youd
cl
72
=¥
RIC




-

. O ‘
ERIC
f

/. Many empl(')yers in'North Carolina and across the
country have adopted family-sensitive, family-supportive
work policies. They have’experimented successfully with
company owned, operated or subsidized child day care,
and with a variety of seryices, benefits and policies that help
working parents. - .

In carefully reading the IRS.code, these employers have
learned that100 percent of the cost of care for employees’
cHfildren during working hours can be written off state and
federal taxes as a deductible “ordinary and necessary
business expense.” .

These employers understand the bottom line. *

»

Seven different models of

= | Therange of options can be grouped
into two categories (1) company
owned, operated or subsidized child
day care, and (2) employee assistance
services, benefits and pelicies.

Classified in the first category
are the following models
" e The Company-Owned, On- Sltc
Model
e The Off-Site Consortium Model
, ® The Vendor Program
¢ The Voucher Program

.

’

. Classified 1ny the second
cétegory are
;  ® Referral-Matching Parents
with Providers -
® Sick Child Care
® Sensitive Personnel Policies

Following a description of each -

model is a list of éxisting settings, 4
discussion of bengfits, problems, and
federal and state tax incentives .
specific to the model.

It 1s not the intent of this
publication to suggest which mode
ts best. Rather, the individual ¢
company and its employeesshould
weligh- the relative merits of each

approach and adopt thg option or
cémbination of options that will bedt

satisfy their own needs.

A}

employee assistance are outhned here.

{




. Changes in the Labor Force <

Employment is the key to
economic well-being for families. The
* high cost of living and theé increased
costs of raising children have been
important factors that have farced
more American women into the |abor
force. Since 1940 in the United
- States, the number of working women
has doubled. However, for the same

. What Benefits Can a Company
Expect?

© D Inal977 New York Tu
article, the president of Stride-
said that he shuns the term
“corporate social responsibilit

“This shouldn't be

period, the number of working
mothers has inecreased TENFOLD.*
-
“Eleven million more women
will enter the U.S [abor force during
the'next-decade and nearly half‘of
the total female labor fércc
population will have preschool
children. By 1990 there will be over
$ten milian American children who
will need work-related child care.

-

\

* North Carolipa has a female

labor force participation rate which

Is higher than any other Southern
state and I1s among the highest in the
nation In 1975, 58.7 percent of -
this state’s mothers with preschool
children worked outside the home.
The percent of working mothers with
“children under 18 was 65.3 percent.**

Corporate manage?nenl, child
, *care workers, employees, church 3
J members and researchersshave become.
increasingly aware of these statistics.
Parents who face the problem of
meeting both job and fami
resporrlbilltles have called on

Industly and gover nment to help.

0

s

really self-serving. THere’s

a need for corporate

management to begin to

,  appreciate the economics
of something like quality
day care. Fifteen percent '
of American households

are below the poverty !

line and If business can

get them contributing to

the gross national product,

business will benefi.”

The chart below shows seven
erMbloyer benefits identified in a
1978 survey of 58 organizations
SpoRsOring day care'programs,***

“In North Carolina, comfany
reports support these survey findings
and indicate that provision of child
care is indeed sound business practice.
Recrditment of qualified nursing

-«

" personnel became easiesat three

North Carolina hospitals which set .
up on-site day care facil{ties
S

. Participating companies report
improved employee attitudes toward
the employer arkd improved employee
workattitudés. Parents are deeply
appreciative of the help they receive
In meeting the costs of work-related
care, in locating appropriate care, in

‘simplified commuting schedules, in-

more flexible work hours. They
quickly translate their peace of mind
into greater productivity on the job

.

It 1s the employer who
frequently bears the burden of the %
shortage of child care services in the
community. Family demands often
interfere with job performance
Tardiness, absenteeism and high
turnover, with accompanyng high
tratning costs, are often the result of
thescarcity oftaccessible, affordable
child care. The company pays for
the ime-an employee ‘spends calling”

-

. _the babysitter, worrying about the

chddren after school, in the summer,
and on school holidays. Clearly, the
befie¥its of company-assisted programs «
are many and varied. -

** U.S. Burcau of Labor Statistics, from SIE, 1976

ERIC

'

*** Perry, K S. Survc‘and Analysis of Employer-Sponsored Day Care 1n th
University of WisConsin-Milwaukee, 1978

I
Lower Job Turnover o 57%
N L 3
| Lower Absenteeism h 72%
Improved Employee Attitudes )  65%
Toward Employer ’ '
Improved Employee Work Attitudes '55%" L)
y ‘ Y P
Attracted New Employees '88% 1
" [ Improvement in Community X ot . -
Relations 36% .
Increased Publicity o 60% )
- 3 . , .~ , .
! b s
P I - T
* Working Mothers and Thewr Children, 1977, US.D O L, Employ ment Standa.rds Adminystration, Women's Burcau .
¢ United States, Doctoral Dissertation, .
P ‘o
4 . . ‘




Company Owned, Operated, and Subsidized Programs

1. The Company ‘ Operation of a day care center represents an employer's maximum ~
Owned, On-Site involvement ln.day' ¢are Located at or near thc__work_ site, the facul!ty may be
Model operated as g division of the parent company, a subsidiary corporation or an

Y lndependent nonptof:t corporation. Financial support may include start-up
ot costs, operating expenses, mcludmg administrative and maintenance costs, and

- . subsidies for tuition. The employer may hire professional staff or sub-contract
with'a child care managemef® firm._ As with a company cafeteria, the day care
\ seryice may be partially subsidized rather than a frec program Tor employees.

.. Existing Settings 3 L
{ ) Rex Hospital, Raleigh, North Carolina :
Presbyterian Hospital, Charloge, North Carolina -
Forsyth Memorial Child Care Center Winston-Salem, North Carolina
, Photo Co_rporatlon of Argerica, Matthews, North Carolina . ’
- Playworld Child DeveloM Performance Hosiery Mills, ) )
Hildebrand, North Carolina
. Stride-Rite, Boston, Massachusetts

Benefits
® Reduces absenteelsm tardiness, turnover, and training costs
- ’ ‘o Improves worker morale
¢ Helps the campany develop good pubtic relations
® Helps the company recruit employecs .
. ®'Properly operated, can provide high q‘lslallly tare at areasonable cost
® Provides employees greater access to their children and day care teachers

~ ' ! -
-~

-

+
.

N 2. The Off-Site , A group, of employers may decide to share the costsand the risks of ¥
. Consortium Model esfablishin)g a day care center. The off-site location might be centrally located

either near the worksite, iIn a downtown business district or industrial park, or  *

it may be located in a neighborhood in which many of the employees and their {

families live. The companies provide seed money for initial construction or .

rehabilitation of a day care facility and may offer employer assistance Ihrough

representation on board of directors and through assistance in suc a(eas as

management, budget, personnel practice, fiscal ana&sls and legal services.

Employer support may underwritg operating costs of the center and partial .

subsidy of tuition costs for childrtgn of employeses,

\

3

Existing Setting

Contro! Pata/Pillsbury/North States Power/\_utheran Brotherhood
Minneapolis, Minnesota

Mercy Medical Hospital/Anoka Ramsey Community College Coon River,
Michigan

Downtown Day Care Center (consortlum of 14 busmesses) St. Louss, -
Missouri

Urban Affairs Corporatlon Centers {consortium of 14 businesses),
*Houston, Texas

Benefits : ' )

N ® |ncreases availlability of resources for developing a quality day care program

. ® Spreads cOsts among member employees
® |s fess susceptible to underutlization because it draws chlldfeh froma
broader base :
¢ Company not responsible for administration or liability
. ) ® Subsidizes tuition costs of children of low-income employees, can serve

\I)C« ’ as a match to draw federal dollars on a matching basis (ratio 1s 25 percent

EK . - private to 75 percent Title XX dollars)
. .

~




Problems/Considerations _ . : l

. Employers considering establlshment of worksite centers must wergh these

benefits against questions of cost and uullzatlon The success rate of on-site “
centers cstablished by industry between 196Qand—l9¥4basﬁo{—been-encm:fagmg—- .
P

Of 13 company-operated or supported centers identified in a 1973 U.S. Women’s -
Bureau publication, only-two remain. One has shlfted to a consortium model.
Company exegutives cited the follpwing reasons forcenter closings .

Company went out of business or moved ) 36% (5)
Underutilization by employecs (resulting

in higher costs) , “29%  (4) ’ \§ ;
Too expensive - 7% (1) ' . )
. Recession . 7% (1)
100% (11)
" Underutilization by cmployces may be explained by parental preference \

for residential centers, a-factor that Columbia University researcher Dr Sheila
Kamerman has identified as a key variable in mdustrlgzcd countries.
The reader should hot conclude, however, that®e on-site day care center
.~ model has failed. In some instances —~ hospitals and factoriés with large numhers ) 8
of female employees — on-site centers have been remarkably successful. ‘

Tax Incentives
On-site day care involves capital expendltures whlch are not themselves tax - s
deductible but can be depreciated or amortized. Generally, amortization permits . _
a more rapid write-off but has limited applicability if the property s not solely §
. used for day care purposes. In summary, federal tax law permits cost to'be ° ,
deducted as a business expense (Amended Internal Revenue Codes 162). Costs . .
of acquiring, constructing and rehabilitating property and purthase of v
4 equipment can be d®ducted over a five-year period (Revenue Act of 1971 and
Tax Reduction Act of 1975) . :

-

Problems/Considerations -
[ — ® Requires full commitment and cooperatlon of all member companies in

order to work -
® May serve more community children than children of employees
® May be underenrolled because ot parent preference for residential focation
® Setting may have an msututlonal quahty’’

§ ) . * : ‘ .
i Tax Incentives ’ : .
" The consortium mqdel requires the employers to coordinate their effogts !
' through establishment of (1) a nonprofit corperation, #2) a torporation B
‘ for profit or partnership, or (3) a tax exgmpt organization. No tax beneflts can : .
be realized by “stotkholder” membeys of a consortium that forrn a corporation . .
t_,since the cost of the stock s not congidered a business expense or a depreciable
apital expenditure. "A partnership, on the other. hand, can ‘‘pass through” all
of its gross income, business deductions and annual depreciatiop to the )
employer partners, Another approach that companles have used is the tax . ’
exempt orgamzatlon Any contributions to sych an organlzatlon are tax free,
if the day care-genter should make a profit, the profit would be tax free. The ’ \
"problem with this approach Is that enrollment in the day care facllity cannot
. be limited to children of the employees but must also be open to needy children
from the comgunity. g . .. : .

e
.
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3. The Vend;)f
Program

< 4. the \/oucher

Aruitoxt provided by Eic:

Program

Y

™ .
Benefits

-
Another type of employer assistance, the vendor program, involves the

‘purchase by the employer of a number of enrollment spaces or “slots’ in one

or more day care centers or homes and the subscquent resale of the spaces to

employces at a reduced price. The employer may subsidize the day care cost

based on the income and/or family size of the employce. This is usually referred

*toasa shdnng fee scale.”

'
-

Existing Settings & N
Orlando Cotinty Community Coordinated Child Care, Orlando, Flor|da

" Polaroid Corporation,Cambridge, Massachusetts

Benefits . .
® Subsidizes tuition costs of employees’ chitdren .
0 Can'provide quality care a¥f an affordable price for childrengof employces
® Does not require capital inVestment or start-up costs
d'Does notrequire management or administrative responsnbxhty
. Prolects company from potential liability

® |s ideal for small companies with relatively few employees

Problems/Considerations ..

¢ If limited to a few day c®e programs, may not meet.the needs of some
families and some children

® |s less visible to the public

® May result in rewarding a few private operators and lgnorlng some worthy
operations ey,

® May need to reserve and guarantee payment for spacesa year ahead

Another creative alternative for assisting working parepts is the voucher
system. The voucher refers to a coupon given to the employee worth a
specified amount towards the purchase of day care from any proviger of service.
The employer max, either fully fund the day care cost or subsidize thcday care
«<ost based on the income and/or family size of the employee. _

Only tuitiorr costs are involved in this model. This program glves the full
responsibility for choosing the'child care arrangement to the parent. A
modification of this idea used by the Ford Foundation simply increases the )
size of the employee's paycheck to cover the ‘cost of day care expenses. Perhaps
the term “children’s allowance” is more appropgjate than “voycher program”
in this case. . . .

.

Existing Settings
#  Polaroid Corporation, Cambridge, Massachusetts
Ford Foundation, New York, New York ke

.
v

] Respects parent cHoice of day care arrangement
] Recognlzes parent preferen'ce for residential settlng closer to home

¢ Offers flexibility to employees who do not.live near the worksite, who
travel on public transportanon or who have very young children

® Helps parents meet rising costs of day care
®Can provlde convenient day care at an affordable pr|ce

® |s useful g the employer wittmany small business !ocanons scattered
over a lare area

. Does not require c}pital investment or start-up costs
¢ Does not require management responsibility
® Protects company from potential lability

7
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. ¢ .
Tax Incentives ‘

Costs of providing day care are deductible’ business expenses to the
extent that they are “ordinary and necessary”’ expenses paid or incurred durmg
the taxable year in carrying on any trade or business (Revenue Ruling 73-348,
1973-2.C.B. 31 under Section 162 of the Internal Revenue Code of 1 954) {n

the citedyruling, the stated purpose of the taxpayer is to make day care available *

in order"to (1) provide an empleyee with a place to send his or her chsldren
while at work knowing that the child 1s receiving proper care, (2) reduce
absesteeism, increase productivity and reduce company training costs, and
(3) reduce employee turnover. .
“There 18 no limit on amounts you may deduct as business expenses other
than that they be reasonable.” (IRS Publication 535)
Itis unlikely that child care for employees’ children could be deductible
as a charitable expense. Howerver, if the émployee usage 15 low enough, the
employer may have an argument that childvcare 1s provided as a community

service. Of course fhe.employe ould take advantage of the tax 1Igcentives in

the previous section if he also buys day care for needy children not associated
with his company. '

K

* ERIC

Aruitoxt provided by Eic:

P:obl‘ems/Co;\siderations
® Day care may not be available, accessible, and in ample supply

® Day care may not be available at hours that match employees’ work
schedufes

® Voucher system requires some paperwork to be done by the company

® A sliding fee schedule based on income or family size will require
additional administrative costs *°

® Employees must declare the value of the voucher or the child allowaﬁce
as includible in gross income that is taxable by the federal government.

Tax Incentives -

Although the employee must now declare the voucher as income,-he can
deduct child care expenses on state and federal taxes.
- As with the vendor program, the voucher model provides the employer
with an annual deduction for the entire cost of operation,,
y -
|
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Aruitoxt provided by Eic:

Employee Assistance Services, Benefitsand Policies -

1. Referral: Matching
Parents with
Providers

2. Sick Child Care

The most pressing prc‘)blem for working families foday may be finding and
selecting child care close to home with hours that match their working hours.
Parents of infants find services scarce or non-existent. Parents of young
handicapped children are extremely hard-pressed to find services Summer,
vacation days and after-scho.ol care are especiafly problematic for parents of

. . &

* school-age children. :

A 1979 survey estimated that there are 6,390 organizations in the U S.
providing child care information and referral services. Some child care referral
operations are store-front agencies affiliated with some larger orgamization such
as YMCA or United Way but functioning independently. In some communities,
several organizations pool their resources to operate a telephone amSwering
service that gives parents infornfation about child care provideys. Of the larger
general information and referral services surveyed, 47.6 percgpt received-some
funding from industry. A company may contribute to or contract with a focal
referral agency, join a consortium of companies that jointly underwrite
administrative osts or develop an in-house capacity.

Activities involved in this model include securing and developing fists of
day care providers, updating those lists, gathering specific information abouta
each child care arrangement, printing and publishing this information in map
and brochure form, answering consumer questions received by letter, telephone,
and/or in person. Information may include. sources of financial assistance for
child care, tax information guidelines for selecting a child care appdngement and
evep “‘provider packets” for those who would like to open addy care center or
prgvide care in their own home Additional services include tours of child care
centers and mobile toy lending library visits to centers and family day care
homes. ) .

-

Ay

The average child in America experiences 10 days of illness each year, .
illness which may force the parent to either stay home from work, be late for
work, or go to werk feeling guilty and worried. Some companies allow parents
leave days to care for sick children. Other companies aliow the employee a
certain number of “personal leave days” to be used as the employee sees fit.

Still other companies haversupported projects that provide short-term
home health cage for sick children of working parents. For example, the
Berkeley Sick ChildM@are Program sends a nurse’s 2id to the home to care for
the sick child, freeing the parents to go to work. An added service in the
Berkeley project is the “Wheezles and Sneezles Day Care Center,” a short-term
day care service for children who are Just getting over illness, on medlcation,
but rlbt yet ready to return to school or regular day care.

Existing Settings
Child Care Serv&s’, Inc., Minneapolis, Minnesota

Berkeley Sick Child Care and Wheezles and Sneezles Center, Bcrkc!ey,
4 California Y




Existing Settings * ) .
. Duke University, Personnel Department, Durham, North Carolina
) United Day Care Services, Greensboro, North Carolina '
) Durham ljay Care Council, Totline, Durham, North Carolina
Child Care Resource Center, Cambridge, Massachusetts
Childcare Switchboard, San Franeisco, California N
Fairfax County Office for Children, (Fai'rfa Realtors), Fairfax, Virginia *

Benefits N
® Makes existing day care services more actessible to families
Satisfies particular child care.problems of employees .
Respects the emplobyee’s right to choose a suitable arrangement
Is a good, visible public relatiorts effort s
May improve quality of day care for employees’ chyldren
May stimulate day care in communities where demand is greater than
supply .
® Attracts resources from other companies, public and private agencies
® Spreads costs among participating organizations

-
e o 0 0 o

Problems/Considerations ‘
® May lead to requests for additional services and projects

® If the referral 1s a consortium project, requires full commitment and
cooperation of all members to work

« ® May serve more community children than children of employees

. Tax Incentives ;

+  Thecost of information and referral service for employees is considered
a business deduction from state and fedetal taxes. Should a consortium be
formed and a+tax exempt nonprofit organization be established; the
contribution could be c‘onsider‘ed a charitable deduction.

Benefits
, ® Especially helpful in reducing absenteeism and tardiness

® Improves employee work attitudes
. ;gduces stress, worry and guilt associated with inappropriate care
rangements =
- w . he
v - e , . -
. Problems/Considerations
® Requires cooperation and coordination with other private organizations
and public agencies )
® May serve more community children than children of employees
® Requires trained personnel ‘
® May be underutilized, especially in small communitiés
Tax Incentives -
The costof sick child care for employees’ children is considered & *
business deduction from state and federal taxes. Should a consortium be
, « formed and a tax exempt nonprofit organization be established, the
contribution could be considered a charitable deduction. *
M 5 > 4
}
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3. Sensitive‘PersonneI A number ¢f employers have cxperimented with new personnel policies
Policies‘ ] that are sensitive and responsive to the nceds of working parents. Alternative
-work scheduling 1s the mest popular of these approaches. Most frequently
cited variations are:

- ) T . Comprc.ssed time — full-time work with more hours per day but fewer
days per week .
( ‘ ® Staggered hours — flexible regular schedule of starting and stopping ' #
. . times based on employee’s chotte
) ® Flextime-— flexible daily starting and stapping times based on employee’s
. choice . <. CT
® Regular part-time — part-day, part-wcek, part-month or part-year, often
involving prorated pay and benefits
- ~ ’ ® job parring — two or more people jointly responsible for completion of
a full-time job
- . ® Variable working hours —employee contracts for a given block of work
and has the option of choosing hours to complete the work"

. ® Task contracting — employee is responsibje for completion of a given task
N "and need not specify the number of hours or the*particular hours worked

In addition to the flexible work schedulmg, other pcrsonnel policies help
working parents reconcile work and family responsibilities. Most prevalent of
these policies is the employee assistance program, which offers counsellng and
support for workers experiencing famiily problems. Many companie$ offer

. . alcohdlism counseling.  Other policies include extension of sick leave to cover

. senous itlness-of a child, reduced use of frequent transfers-within the corporate
network, and more extensive maternity or paternity leave policics. Finally, =
some businesses have adopted a fringebenefit package that is called thg

. . ““cafeteria plan,”” which allows employees to choose which benefits besta,cct
their own needs. ' ]
o . - N "
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Existing Settings -

) IBM, Research Triangle Park, Nqrth Carolina -
Levi\Strauss Corporation, Greensboro, *North Carolina
Control Data, Minneapz)lis, Minnesota .

* Equitdble Life Insurance, New-York, New York
Honeywell, Minneapolis, Minnesota

Benefits .
® Alternative work scheduling reduces company’s overtime expenditures
® Stabilizes safety, turnover and absenteeism levels
® Provides opportunity for part-time people to work full-time

® Provides opportunity for mothers of school-age children to work and
care for children ’

® Provides work opportunity for students who need an income in"order to +~
stay in school :

4

Problems/Considerations

® Difficulties in supervising large groups of employees who work at
different times *

’ .

 Difficulties in a&ministering lost-time pay policies
* e Difficulties for employees in arranging car-pooling
® Possibility of abuse by some employees: :
« ® Possibility of the benefit being taxable as part of gross income

Tax {ncentives

Costs of émployee benefits are,oheoUrse, gleductible from state and
federal taxes as ordinary and necessary business expenses, Another possible
way for an employer to help employees and their families would be to set upa
voluntary employees’ beneficiary association. Internal Revenue Code Section
501(c)(9) recognizes that a voluntary efployees’ beneficiary association that
provides benefits to workers and their f‘amiﬁes is exempt from taxation.

€
i

Published by the Office of the Governor in cooperation with the North
Carolind Départment of Revenue, North Carolina Dep artment of Administration
and the North Carolina Department of Human Resources, %

’ ’
For single copies contact Florence Glasser, Division of Policy Development,
N.C. Department of Administration, 116 West Jones Street, Raleigh, North
Carolina 27611, » .

' ’2 © 1981 N.C. Department of Administration

“

-

.




