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FOREWORD 

In 1988, t h e  Hawaii State House o f  Representatives adopted House 
Resolution No. 25, H.D.  1, request ing a s t u d y  o f  employer o f fe red  ch i l d  care 
as a n  optional p repa id  benefit, p repa id  c h i l d  care and long- term care benef i t  
opt ions. C i t i ng  t h e  ch i l d  care needs of families w i th  bo th  parents work ing  
and of single parents,  t h e  h igh  costs o f  ch i l d  care, and t h e  l imited supp ly  o f  
l icensed care faci l i t ies, t h e  resolut ion requests t h e  Legislat ive Reference 
Bureau t o  conduct  a s tudy  o f :  

. . .  t h e  e f f e c t s  o f  employers i n  Hawai i  o f f e r i n g  t h e i r  employees c h i l d  
care as an o p t i o n a l  prepaid bene f i t ,  p repa id  c h i l d  care, o r  long- 
term care b e n e f i t  opt ions where the  employee agrees t o  a 
corresponding decrease i n  other  b e n e f i t s [ . ]  

T h e  resolut ion ident i f ies a number o f  opt ions tha t  could help work ing  
parents meet t h e i r  ch i ld  care needs. T h e y  are: 

A dependent care program modeled on t h e  I l l inois program o f fe r i ng  
f inancial assistance t h r o u g h  tax  breaks f o r  work ing  parents, 

Ch i ld  care centers a t  state agencies where the re  is a demand f o r  a 
center, 

A state ch i ld  care program t o  be  staf fed w i th  state employees, 

A ch i l d  care subsidy f o r  state employees, 

Use o f  pub l ic  schools f o r  a f t e r  school and  vacation care programs f o r  
school-aged chi ldren, 

Sl id ing scale voucher programs w i th  assistance based on income, and 

A f lex ib le  benef i ts package t h a t  includes dependent care as an 
optional employee f r i n g e  benef i t .  

Other  agencies are also conduct ing studies and implementing programs 
re lat ing t o  dependent care i n  Hawaii. The  Governor 's  Of f ice of Ch i ld ren  and 
Youth has f i l l ed  a new posit ion o f  Ch i l d  Care Coordinator and is conduct ing a 
statewide ch i l d  care needs assessment; t h e  Department o f  Business and 
Economic Development is conduct ing a series o f  forums th roughout  t h e  State 
t o  encourage development of pub l i c -p r i va te  par tnersh ips  t o  meet employee 
ch i l d  care needs; t h e  Public Employees Health Fund is t o  examine t h e  
feasib i l i ty  of o f fe r i ng  long- term care insurance th rough  t h e  Fund; and t h e  
Governor 's Of f ice on Ag ing  was granted funds  t o  implement a demonstration 
pub l ic  awareness program on long- term care insurance. 

Th i s  repo r t  has been prepared i n  response t o  House Resolution No. 25, 
H.D.  1 (see Appendix A ) .  It focuses on t h e  care o f  preschool ch i ld ren  o f  
work ing  parents and covers t h e  related pub l ic  pol icy issues; key  elements o f  
t h e  dependent care market and program opt ions f o r  employers; c u r r e n t  ru les 
and statutes o f  Hawaii and o ther  states; and special federal and  state tax  



prov is ions  f o r  dependent care expenses. Options f o r  state pol icy makers w i t h  
r e g a r d  t o  t h e  work  force general ly and t o  state employees specif ically a re  
ident i f ied .  Chapter  8 contains the  repor t ' s  f ind ings  and recommendations. 

I n  o r d e r  t o  avoid dupl icat ing the  studies and programs noted above, t h e  
r e p o r t  does not  attempt to  quan t i f y  dependent care needs in  Hawaii o r  t o  
address issues re lat ing to  long-term care o f  t he  e lder ly .  

We wish to  express o u r  sincere appreciat ion to  t h e  fol lowing indiv iduals 
f o r  t h e i r  assistance i n  prepar ing  th i s  repor t :  Sandra Cir ie, Department o f  
Business and Economic Development; L y n n  Fallin, Di rector ,  Governor 's Of f ice 
o f  Ch i ld ren and Youth; Carolyn Gire, Superv isor  o f  Flexible Spending 
Accounts, HMSA; L inda Buck,  Ch i ld  Care Coordinator, Governor 's  Off ice o f  
Ch i l d ren  and Youth; Barb  Morgan, PATCH; Jane Okubo, Assistant Program 
Administ rator ,  Family and Chi ldren Services Division, Department o f  Human 
Services; Wayne Protheroe, Of f ice o f  Human Resources, C i t y  and County o f  
Honolulu; Chr is t ina  Uebelein, Tax  Policy Analyst,  Department of Taxation; 
and  t h e  s ta f f  o f  t h e  Income Technical Office, Department o f  Taxat ion. 

Samuel B .  K.  Chang 
Di rec tor  

November 1988 
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Chapter  1 

THE DEPENDENT CARE ISSUE 

Publ ic  Pol icy and  Dependent Care 

Society's responsib i l i ty  t o  p ro tec t  and care f o r  those who cannot care f o r  
themselves is a long s tand ing  and widely accepted element o f  pub l ic  pol icy in 
t h e  Un i ted  States. 

I n  t h e  area o f  dependent care, government's ro le t radi t ional ly  has been 
l imited t o  regulat ion o f  care prov iders  o ther  than t h e  dependent 's family, and 
tax  re l ie f  f o r  employment-related dependent care expenses. 

Un t i l  about t h i r t y  years ago th i s  meant a comparatively minor 
involvement on t h e  p a r t  o f  government because dependent care could b e  
p rov ided  by non-work ing  adu l t  family members and  informal arrangements w i t h  
neighbors and  f r i ends .  A n  economy where one wage earner  could adequately 
p r o v i d e  f o r  t h e  immediate family and, when necessary, also f o r  members o f  
t h e  extended family made t h i s  possible. A society i n  which d ivorce  and 
s ingle parenthood were r a r e  ensured t h e  avai lab i l i ty  o f  non-employed adults t o  
p r o v i d e  dependent care. 

Changes i n  t h e  nat ion's economy and t h e  s t r u c t u r e  o f  t h e  family since 
t h e  1950's have made t h e  t radi t ional  system o f  dependent care unworkable f o r  
a g row ing  number o f  Americans. Some o f  these changes are:  

A n  economy t h a t  requ i res  two wage earners i n  a family 

J u s t  t en  years ago, 18 p e r  cent  o f  America's families were t h e  t radi t ional  
husband as p r imary  wage earner  and wi fe homemaker. Today t h i s  
percentage has dropped t o  10 p e r  cent .  ' 

An economy t h a t  requi res a growing number o f  women i n  t h e  work  
force.  

I n  1950, women represented 30 p e r  cent  o f  t h e  nation's work  force. 
Today tha t  f i g u r e  is 45 p e r  cen t . z  

I n  1950, on ly  12 p e r  cent  o f  women w i th  ch i ld ren  under  t h e  age o f  s ix  
were employed. Today t h e  f i g u r e  has increased t o  57 p e r  cent . '  

* A society in  which a g rowing number o f  families are  supported b y  a 
single head o f  household - f requent ly ,  a d ivorced o r  never  marr ied 
mother.  

T h e  nat ion's work  fo rce  includes 3.5 mil l ion single mothers w i th  5 mil l ion 
ch i ld ren  under  t h e  age o f  13." 

I n  terms o f  dependent care, these economic and social changes mean tha t  
those who used t o  shoulder a s igni f icant  p a r t  of t h e  responsib i l i ty  f o r  care 
are  simply no longer available t o  do t h e  job. A t  t h e  same time, t h e  factors 
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t h a t  make dependent care a basic need and a legitimate pub l ic  pol icy issue 
have not  changed. 

Society's task  today is t o  develop appropr iate dependent care 
al ternat ives. I den t i f y ing  t h e  roles and responsibi l i t ies o f  employees, 
employers, care providers,  and government is an essential p a r t  o f  t h e  task. 

Quant i fy ing  t h e  Issue 

Potential Demand 

Two segments o f  t h e  populat ion a re  most l i ke ly  t o  requ i re  dependent 
care- - the  v e r y  young and the  v e r y  old. I n  Hawaii, t he  v e r y  young (under  
age 5) number some 90,000 and represent  8 p e r  cent o f  t he  State's c iv i l ian 
population. Persons age 75 and over  tota l  37,000 and account f o r  3 pe r  cent  
o f  t he  populat ion. Projections t o  t h e  year  2005 show t h e  under  age 5 g roup  
increasing moderately t o  91,300 b u t  represent ing a lower percentage o f  t he  
total .  I n  contrast,  t h e  age 75 and o lder  g roup  is expected t o  increase t o  
85,700--a 132 p e r  cent increase in  less than  twenty  years (see Table 1). 

Population data by county show that,  whi le t h e  e lder ly  represent  3-4 pe r  
cent  o f  c iv i l ian populat ion i n  each county,  those under  age 5 v a r y  f rom a 
h igh  o f  17 p e r  cent i n  Maui County t o  a low o f  5 pe r  cent on Kauai (see 
Table 2 ) .  

Women i n  t h e  work  force who have minor ch i ld ren are among those most 
l i ke ly  to  need dependent care. A rough estimate of t h e  size o f  t h i s  g roup  
indicates a statewide tota l  o f  87,000 such women wi th  36,000 hav ing a ch i ld  
under  the  age o f  s ix .  Table 3 shows t h e  comparable f igures  f o r  each county.  

A needs assessment must  b e  conducted t o  develop more accurate 
estimates o f  dependent care needs i n  t h e  State, t h e  types o f  programs t h a t  
w i l l  meet those needs, and appropr iate f inancing  mechanism^.^ 

Ex is t i ng  Supp ly  

The State regulates ch i l d  care p rov ide rs  who enro l l  t h ree  o r  more 
ch i ld ren.  Family Ch i ld  Care Homes may enrol l  u p  t o  s ix  chi ldren w i th  no 
more than two being under  t h e  age o f  18 months. Group Day Care Homes 
may enrol l  u p  t o  twelve and Ch i l d  Care Centers have no maximum. Nei ther  
may enrol l  ch i ld ren under  two years o f  age. Indiv iduals who care f o r  one o r  
two  chi ldren are not  requ i red  t o  reg is ter  w i th  t h e  State. These regulat ions 
are discussed more f u l l y  i n  Chapter  4 o f  t h i s  repor t .  

Statewide, there  are some 600 l icensed and regulated prov iders  w i th  a 
maximum capacity t o  care f o r  23,800 ch i ld ren (see Table 4) .  Most o f  t h i s  
capacity is on Oahu (18,4811, w i th  Hawaii second (2,3941, followed b y  Maui 
(1,747), and Kauai (1,089). A t  f u l l  enrollment, these care prov iders  would 
be serv ing  about one f o u r t h  o f  t he  under  age 5 population. However, since 
Ch i ld  Care Centers prov ide  al l  b u t  about 1,000 of total  capacity, and since 
they  may not  enrol l  ch i ldren under  the  age o f  two, they  actual ly have the  
capacity to  serve a la rger  por t ion o f  t h e  smaller g roup  o f  3 t o  5 year olds. 



TABLE 1 

STATE OF HAWAII POPULATION 

AGE 
PERCEhT PERCENT PERCEhT 

PROVISIONAL OF TOT. PROJECTED OF TOT. INCREASE 

UNDER 5 90,000 8 91,300 7 1 
5-14 150,000 14 174,500 13 16 
15-74 785,000 74 958,500 7 3 22 
75 AND OVER 37,000 3 85,700 7 132 
TOTAL 1,062,000 100 1,310,000 100 23 

Source: Hawaii, Department of Business and Economic Development, The 
State of ~iwaii Data Book. 1987: A Statistical Abstract, p. 40 
(1986 data), p. 42 (2005 data). 

TABLE 2 

POPULATION BY COUNTY 

AGE STATE 
GROUP HONOLULU HAWAII MAU I KAUAI TOTAL 

UNDER 5 67,897 10,316 7,323 4,199 89,735 
5-14 110,560 17,019 6,678 15,327 146,584 
15-74 600,477 75,559 28,269 60,835 768,140 
75+ 24,201 4,239 1,885 3,064 33,389 
TOTAL 803,135 107,133 44,155 83,425 1037,848 

PERCENT OF TOTAL 

AGE STATE 
GROUP HONOLULU HAWAII MU1 KAUAI TOTAL 

UNDER 5 8 10 17 5 9 
5-14 14 16 15 18 14 
15-74 75 7 1 64 7 3 74 
75+ 3 4 4 4 3 
TOTAL 100 100 100 100 100 

Source: Hawaii, Department of Business and Economic Development, 
State of Hawaii Data Book. 1987: A Statistical Abstract, 
p. 41. 



TABLE 3 

ESTIMATED WOMEN IN LABOR FORCE WITH XINOR CHILDREN 

1986 

iiONOXLU HAWAII MU1 KAUAI STATE 

TOTAL CIVILIAN 
LABOR FORCE 366,750 50,850 48,300 23 ,  I00 489,000 
",OMEN W/CHILD 
bmER 6 (1980) 7.3% 7.9% 7.4% 7.8% 7.4% 
% W O X N  WICHILD 
6-17 (1980) 10.7% 9.4% 9.5% 10 .6% 10.4% 

# WOMEN %/CHILD 
W E R  6 (1986) 26.773 4 ,017 3 ,574  1 ,802  36,166 
B WOMEN WICHILD 
6-17 (1986) 39,242 4 ,780 4 ,589 2 ,449 51,060 
TOTAL WOMEN IN 
LABOR FORCE WITH 
MINOR CHILDREN 66,015 8 ,797  8 , 1 6 3  4 , 2 5 1  87,226 

Source:  H a g a i i ,  Department of  Bus iness  and Economic Development, 
S t a t e  of Hawaii Data  Book. 1987: A s t a t i s t i c a l  A b s t r a c t  
deve loped  from T a b l e s  364 and 376, pp.  342 and 345. 

TABLE 4 

LICENSED ACiD REGiSTERED CHILD C/IRE FACILITIES 

BY COUNTY 

AT FEBRUARY 1988 

FAMILY CARE CHILD CARE 
HOMES CENTERS TOTAL ESTIMATED 

LIC/REG POPULATION 
COUNTY NUMBER CAPACITY m B E R  CAPACITY CAPACITY UNiER5 YRS. 

HONOLULU 142 693 277 17 ,778  18 ,481  67,897 
1 GROUP CARE HOME ON OAHU 1 10 

HAWAII 22 112 58  2 ,382 2 ,494  10,316 
E. HAWAII 1 3  6 2  44 2 ,286 2 ,348  
W .  HAWAII 9 50 1 4  96 146 

MAUI 11 51 48 1 ,696  1,747 7 ,323  
MAUI 1%. 11 5 1  40 1 ,524  1 ,575 
MOLOKaI O 0 7 148 148 
LANAI 0 0 1 24 24 

KAL'AI 16 94 3 1  995 1 ,089 4 ,199 

STATE TOTAL 191 950 415 22,861 23,811 89,735 

Source: interview w i t h  Jrnzu;e  ,Skiibo, Assistant  Program ABOPimistcti;or, 
Deparcneni o f  Kuclan Services, Jurre 2 7 ,  1988. 
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It is possible tha t  t h e  supp ly  and demand f o r  Ch i ld  Care Center  services are 
f a i r l y  well balanced, a t  least on  t h e  county  wide level. 

Some 400 one and two year  olds could be served by t h e  near ly  200 
Family Ch i l d  Care Homes. I t  is un l i ke ly  t h a t  these prov iders  al l  accept t h e i r  
l im i t  o f  t w o  in fan ts  and toddlers,  and a s igni f icant  shortage o f  regulated care 
may ex i s t  f o r  these ch i ld ren .  Unlicensed p rov ide rs  are  l imited t o  t h e  
maximum of  two ch i ld ren  no t  related t o  t h e  care-g iver ,  making th i s  t y p e  of 
care an extremely labor in tensive ac t i v i t y .  Th is  factor,  p lus  t h e  general ly 
low p a y  i n  t h e  ch i l d  care f ield, make i t  probable t h a t  t h e  greatest shortage o f  
c h i l d  care services is f o r  those under  age two. I f  so, t h e  unmet demand wi l l  
b e  a s t r o n g  inducement f o r  parents t o  use underground prov iders  who exceed 
t h e  two-ch i ld  maximum and who may not  meet o ther  regu la tory  s tandards.  

Licensed faci l i t ies i n  t h e  State o f f e r i n g  long-term, specialty, residential, 
and  family care p rov ide  a tota l  o f  j u s t  under  4,000 beds f o r  t h e  State's 
e lder ly  and handicapped c i t izens.  The re  are 2,909 on Oahu, 421 on Hawaii, 
392 i n  Maui County  and 211 on Kauai? I n  1986, dai ly  occupancy i n  Hawaii's 
hospitals and care faci l i t ies averaged 87 p e r  cent . '  

Projected g rowth  i n  t h e  over  age 75 populat ion w i l l  create a rap id ly  
g row ing  demand f o r  af fordable care programs f o r  t h e  e lder ly .  



Chapter  2 

THE DEPENDENT CARE MARKET 

T h e  dependent care market  f o r  employment-related and  employer- 
suppor ted  programs involves employees and t h e i r  dependents, care prov iders,  
and  employers. T h e  resources and needs o f  each segment o f  t h e  market  are 
o f  equal importance, and  must  be  taken in to  considerat ion when a specif ic 
p rogram is be ing  considered o r  developed. T h i s  chapter  covers t h e  needs o f  
dependents, employees, and care p rov ide rs .  Chapter  3 discusses t h e  
program opt ions available t o  employers. 

Dependents 

An employee's dependent care needs a r e  t h e  p roduc t  o f  t h e  specif ic 
character is t ics o f  t h e  dependent and t h e  employment s i tuat ion of t h e  
employee. 

Dependents requ i re  d i f f e ren t  t ypes  o f  care. Ch i ld ren  all need some level 
o f  superv is ion.  Among t h e  elderly,  a h igher  p ropor t ion  o f  ind iv iduals need 
care  due t o  health, handicap o r  general f r a i l t y  than among t h e  general 
populat ion. Mental ly o r  phys ica l l y  handicapped indiv iduals may requ i re  care 
p rov ide rs  w i t h  special t r a i n i n g .  T h e y  may also have special medical o r  
equipment needs. T h e  major classes o f  dependent care are: 

In fan ts  f rom b i r t h  t o  age 2 o r  2-1/2 need close supervision and 
ind iv idua l  at tent ion b u t  l i t t l e  i n  t h e  way o f  a formal o r  s t ruc tu red  program. 
(Special t r a i n i n g  is recommended f o r  g r o u p  care of in fan ts . )  

Preschoolers f rom around age 2 t o  5 are more able to care f o r  themselves 
and  requ i re  less one-to-one ind iv idua l  at tent ion.  A program o f  s t ruc tu red  
act iv i t ies t h a t  stimulates t h e i r  physical,  emotional, intel lectual and social 
development is considered appropr ia te  f o r  t h i s  g roup .  (While Hawaii allows 
p rov ide rs  t o  enro l l  ch i ld ren  ove r  t h e  age o f  two, many refuse t o  accept 
ch i ld ren  who are  s t i l l  i n  d iapers . )  

School-age ch i l d ren  need superv is ion and appropr iate act iv i t ies d u r i n g  
per iods when t h e y  are not i n  school, such as before and a f te r  school, and 
ove r  holiday and vacation periods. 

Physical ly o r  mental ly handicapped dependents can, i n  many cases, be  
cared f o r  i n  a g roup  day care fac i l i t y .  However, t h e y  may have special 
t ranspor ta t ion  requirements, and t h e  fac i l i t y  must  be  equipped and staf fed t o  
accommodate t h e  indiv idual 's  handicap, inc lud ing  any special medical needs. 

Short -  o r  long- term illnesses usual ly  requ i re  in-home care as do  more 
severe physical  o r  mental handicaps. When th i s  is no t  possible, a hospital o r  
long- te rm care fac i l i t y  may be  requ i red .  
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Employees 

Work-related condit ions also in f luence employees' dependent care opt ions. 
T h e  key  factors are:  

Work schedules have an impact on t h e  care opt ions available t o  
employees. Those who w o r k  t h e  s tandard  8-hour  day, 5-day week wi l l  have 
more choices among care faci l i t ies because t h e y  also tend  t o  keep conventional 
hours .  Those who work  sp l i t -sh i f ts ,  evenings o r  weekends have more l imited 
opt ions.  

Location o f  the care  fac i l i t y  is important  t o  many employees. Many 
p r e f e r  a location near home o r  school r a t h e r  t h a n  near  work . '  Th i s  is 
pa r t i cu la r l y  t r u e  when a long commute is involved,  o r  when t h e  employee 
relies on pub l i c  t ranspor ta t ion .  Others  feel a need t o  have t h e  ch i l d  nearby, 
and p r e f e r  on-  o r  near-s i te  centers. 

Cost is of ten a decid ing fac tor .  T h e  cost o f  dependent care can place it 
beyond t h e  reach o f  many, leaving parents w i th  t h e  choice o f  e i ther  no care, 
as i n  t h e  case o f  la tchkey chi ldren,  o r  underg round  p rov ide rs .  Underground 
p rov ide rs  operate outs ide t h e  tax  and l icensing system and can charge less 
than  t h e  legit imate care p rov ide r .  However, t hey  also avoid t h e  need t o  meet 
basic health and  safety s tandards.  

Nationally, it can cost a family anywhere f rom $1,500 t o  $15,000 a year  
fo r  ch i l d  care (w i th  most spending about  $3,000 a year)  .3 

Tables 5 and 6 p rov ide  an overv iew o f  Hawaii's job inventory  and 
average wages b y  i n d u s t r y .  T h e y  show t h a t  t h e  t r a d e  and nonhotel services 
account f o r  more than 40 p e r  cent  o f  t h e  State's jobs. The  average wages i n  
these indus t r ies  i n  1986 were $12,497 and  $17,147, respect ive ly .  Dependent 
care costs in t h e  range of $3,000 cannot b e  considered af fordable f o r  persons 
earn ing such wages. 

Ava i lab i l i t y  is another cont ro l l ing  fac tor .  A community may simply have 
too few care programs, o r  programs t h a t  do  not  answer t h e  care needs o f  
workers  because o f  t h e  t y p e  o f  care o f fe red  o r  t h e  hours  o f  operat ion. 

Care Prov iders  

Ch i ld  care advocates re fe r  t o  t h e  "trilemma" which confronts e f fo r ts  t o  
p rov ide  t h e  community w i t h  an adequate supp ly  o f  appropr iate,  af fordable and 
qua l i t y  ch i l d  care services. '  Qual i ty  care requi res wel l - t ra ined s ta f f  
func t ion ing  i n  a safe and p r o p e r l y  equipped fac i l i t y .  This ,  i n  t u r n ,  means 
t h a t  t h e  p rov ide r  must have su f f i c ien t  f unds  t o  pay  decent salaries and meet 
o the r  operat ing costs, and t o  acqui re and maintain a fac i l i t y .  The  necessary 
funds  can on ly  come f rom fees charged t o  parents o r  subsidies prov ided b y  
t h i r d  par t ies.  While t h e  solution t o  t h e  trilemma is adequate fund ing ,  sources 
o the r  than fees must  be  tapped o r  developed if t h e  a f fo rdab i l i t y  leg o f  t h e  
problem is t o  be  accommodated. 



TABLE 5 

J O B  COLM' 

AVERAGE 
INDUSTRY HONOLULU HAWAII M U 1  KAUAI STATE WAGE 

WAGE At\?) SALARY J O B S  
CONTRACT CONSTR. 
MANUFACTLTING 

TRANSPORTATION.  COM- 
MUNICATION. ~ I L .  

TRADE 
FINANCE,  INSURANCE, 

REAL ESTATE 
HOTEL S E R V I C E S  
OTHER S E R V I C E S  
FEDERAL GOVERNHEW 
STATE GOVERNMENT 
COUNTY GOVERNMENT 
AGRICULTURE 

S E L F  EMPLOYED 
TOTAL 

S o u r c e :  H a w a i i ,  D e p a r t m e n t  of B u s i n e s s  and E c o n o m i c  D e v e l o p m e n r ,  
Stare-aUauu D a t a  B o o k .  19 

. . 87: A S t a t i s t i c a l  A b s t r a c t ,  T a b l e  
372 (Job c o u n t s ) ,  T a b l e  383 ( A v e r a g e  Wages). 

TABLE 6 

J O B  COUNT PERCENT D I S T R I B U T I O N  

BY COUNTY - 1986 

I h 9 U S T R Y  HONOLULU HAWAII MAUI KAUAI STATE 

WAGE AND SALARY J O B S  
COKTRACT CONSTRUCTION 4 3 3 4 4 
MAiiLTACTLTIING 4 6 6 5 5 
TRANSPORTATION, COM- 

?IUNICATION, L T I L .  7 5 9 5 7 
TRADE 
F I N A N C E .  I N S L X V C E .  

REAL ESTATE 
HOTELS 
O I X E R  S E R V I C E S  
FEDERAL GOVERNYEW 
STATE GOVCERNMENT 
C O r n T Y  GOVERNMEhT 
AGRICULTLXF, 

S E L F  EMPLOYED 
TOTAL 

"Conouted from Table 5 data 
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T h e  fol lowing discussion focuses on ch i l d  care p rov ide rs .  However, t h e  
issues raised are equal ly per t inent  w i th  regard  t o  o the r  dependents and t h e  
care  services available f o r  them. 

Business Ski l ls 

A ch i ld  care program tha t  is t o  s u r v i v e  must no t  on l y  be  able t o  de l i ver  
care  services, i t  must also be a viable business whether  i t  is operated f o r  
p r o f i t  o r  as a nonpro f i t  en t i t y .  Developing t h e  appropr ia te  business sk i l ls  
can requ i re  u p f r o n t  expendi tures f o r  t ra in ing  o r  professional assistance. 

Regulatory Standards and Requirements 

A care fac i l i t y  must meet bo th  l icensing standards and local zoning 
requirements. Providers who o f fe r  home-based care may need t o  make 
s t r u c t u r a l  improvements i n  o rde r  t o  meet t h e  health and safety specif ications. 
Those operat ing l a rge r  care centers have addit ional s t ruc tu ra l  and space 
( indoor and outdoor)  requirements. These are  s t a r t - u p  expenses al though a 
prov is ional  six-month license can be  granted i f  needed improvements can b e  
made w i th in  t h e  s ix-month per iod.  Centers serv ing  more than s ix  ch i ld ren  
must  f u r t h e r  meet t h e  s ta f f  educational and experience specif ications 
establ ished b y  t h e  Department o f  Human Services (DHS). T h e  DHS ru les are  
discussed in detai l  i n  Chapter  4. 

Insurance 

L iabi l i ty  insurance is not requ i red  f o r  operators of Family Ch i ld  Care 
Homes o r  Chi ld  Care Centers, b u t  it must be  noted t h a t  s tandard home-owner 
insurance policies do not  cover accidents tha t  occur  when t h e  home is be ing  
used f o r  business act iv i t ies.  The  DHS rules requ i re  t h e  operator t o  in form 
parents of whether  t h e y  are insured,  and parents should know tha t  special 
coverage is necessary even when a home-owner pol icy is i n  ef fect . '  
Otherwise, t hey  are  p lac ing t h e i r  ch i ld  i n  a fac i l i t y  which is uninsured.  

Taxes 

Ch i ld  care operations are a business and, as such, must pay  business 
taxes.  These include state and federal income taxes, state general excise 
tax ,  a n d  p r o p e r t y  t a x .  Those w i t h  employees are responsible f o r  t h e  
employer's share o f  social secur i ty ,  workers '  compensation, unemployment 
compensation, and state temporary d isabi l i ty  insurance.  The  self-employed 
p rov ide r  is requ i red  t o  pay federal self-employment taxes ( t h e  equivalent  o f  
t h e  employer's and the  employee's shares of social secu r i t y ) .  

Prov iders who are granted nonpro f i t  status under  section 501 (c)  (3) o f  
t h e  In te rna l  Revenue Code wi l l  be  exempt f rom both federal and state income 
taxes, and state general excise tax .  They  may be g ran ted  an exemption f rom 
t h e  real p rope r t y  tax imposed b y  Hawaii's county  g o v e r n r n e n t ~ . ~  Nonprof i ts  
a r e  st i l l  responsible f o r  al l taxes imposed on them as employers. The  taxat ion 
o f  care prov iders  is discussed more fully i n  Chapter  7 .  
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Staff  

Nationally, wages f o r  ch i l d  care workers  a r e  t yp i ca l l y  around $10,000- 
$12,000 p e r  year  f o r  those work ing  i n  a s t ruc tu red  se t t ing . '  These low 
wages are  a key  fac tor  i n  t h e  h igh  t u r n o v e r  rate experienced b y  many center  
operators. I n  Hawaii, t u r n o v e r  i n  t h i s  f i e l d  is estimated t o  be  between 40 
p e r  cent  and  60 p e r  cent  p e r  year . '  T h e  prospect  o f  low wages discourages 
careers i n  c h i l d  care f o r  many who would otherwise be  interested. 



Chapter  3 

EMPLOYER OPTIONS 

Employers have a number o f  p rogram opt ions available t o  help employees 
meet t h e i r  dependent care needs. The  fol lowing types  o f  employer-supported 
programs focus on  ch i l d  care, b u t  many w i l l  also serve  t h e  employee w i th  a 
handicapped, e lder ly ,  o r  i l l  dependent.  

Programs 

Resource and  Refer ra l1  

Employer-supported resource and re fe r ra l  services allow t h e  employer t o  
assist  employees w i thout  becoming d i rec t  p rov ide rs  o f  dependent care facil i t ies 
o r  programs. Part ic ipat ion is l imited t o  he lp ing  t h e  employee learn about t h e  
programs available i n  t h e  community, and how t o  evaluate them i n  l i gh t  o f  t h e  
indiv idual 's  needs and preferences.  

Resource and re fe r ra l  programs can b e  l imited t o  maintaining a l i s t  o f  
dependent care resources i n  t h e  community i . ,  an information and re fer ra l  
service),  o r  t hey  can be  a comprehensive serv ice inc lud ing  counseling, 
informational workshops, and ind iv idua l  assistance in locat ing and selecting 
t h e  best dependent care program f o r  t h e  employee. 

A modest program on ly  requ i res  maintaining a l i s t  of licensed o r  
reg is te red faci l i t ies and per iodical ly  updat ing  t h e  information. I n  most cases 
t h i s  can b e  done b y  ex i s t i ng  s ta f f .  However, a small f i r m  located i n  an area 
w i t h  a large pool o f  care p rov ide rs  might  requ i re  outs ide assistance. 

Because many employees have l i t t l e  experience i n  evaluat ing and 
select ing a p rov ide r  t o  meet t h e i r  dependent care needs, comprehensive 
resource and re fer ra l  services are  usual ly  p re fe r red .  Th rough  workshops, 
seminars, and ind iv idua l  counseling, employees can be educated about:  

T h e  t ypes  o f  care t h a t  a re  available, 

T h e  r i sks  o f  us ing  unlicensed prov iders ,  

* How t o  evaluate care faci l i t ies and programs, 

What licensed o r  reg is te red p rov ide rs  are requ i red  t o  provide, and 

The  procedures f o r  f i l i n g  complaints when necessary 

A resource and  re fe r ra l  program o f fe rs  up- to-date l is ts  o f  care prov iders  
i n  t h e  community, w i t h  a descr ipt ion of t h e i r  act iv i t ies, hours  of operation, 
ages served, and  c u r r e n t  openings. An employer may need t o  contract  w i th  
a professional serv ice o r  agency ra the r  than developing a comprehensive 
program in-house. 



EMPLOYER-ASSISTED DEPENDENT CARE 

Resource and re fer ra l  programs are  probab ly  t h e  least expensive o f  t h e  
dependent care program opt ions.  Service contracts a re  general ly  available 
e i t he r  a t  f l a t  rates f o r  a year  o r  more, o r  w i t h  a one-time s t a r t - u p  fee p lus  
an addit ional fee f o r  each consultation, workshop, o r  o ther  specif ic service 
t h e  employer has selected.' 

T h e  advantage t o  t h e  employer of a resource and re fe r ra l  program is t h e  
comparat ively low cost and low l iab i l i t y  r i s k .  However, employers should 
avo id  recommending a specif ic p rov ide r  t o  t h e  exclusion of o thers  i n  o r d e r  t o  
avo id  unnecessary l iab i l i t y  r i sks .  For  employees, access t o  informed 
professional assistance i n  choosing appropr iate care f o r  t h e i r  dependents is a 
valuable and valued service. However, when t h e r e  is an inadequate supp ly  
o f  dependent care prov iders  i n  t h e  community, resource and re fer ra l  
programs are  o f  l imited value. 

A l te rna t ive  Work Schedules 

According t o  PATCH (a nonpro f i t  agency t h a t  p rov ides  comprehensive 
educational and suppor t  services f o r  ch i l d  care i n  Hawaii), a l ternat ive 
w o r k i n g  hours is a t o p  p r i o r i t y  f o r  help ing parents care f o r  t h e i r  ch i ld ren . '  

Work schedule a l ternat ives include: 

Compressed time - employees work  longer sh i f ts  compressed in to  fewer 
days, such as t h e  10-hour fou r -day  week. 

Staggered hou rs  - t h e  actual number o f  hours i n  t h e  work  day is not  
changed, b u t  employees may s t a r t  wo rk  at a t ime ear l ier  o r  la te r  than normal 
i n  o r d e r  t o  accommodate dependent care needs. 

F lex ib le schedul ing - employees may change t h e i r  w o r k  schedules as 
necessary, such as d u r i n g  school hol idays and summer vacation, whi le 
mainta in ing a regu lar  schedule when possible. 

Regular par t - t ime - fu l ! - t ime workers change t o  a par t - t ime schedule on 
a long- term basis b u t  reta in t h e i r  key  employment benef i ts .  

Job shar ing  - a t y p e  o f  par t - t ime employment where t h e  responsibi l i t ies 
a n d  employment benef i ts associated w i th  a fu l l - t ime posit ion are  shared by two 
employees. 

Variable work  hou rs  - t h e  employee works  a specif ied number o f  hours, 
but is f ree  to choose when those hours are  worked.  

Contract  work  - t h e  employee works as an independent contractor  ra ther  
t han  as a salaried employee. 

Ex is t ing  managerial and personnel s ta f f  can, i n  most cases, implement 
f lex ib le  work  schedules w i thout  assistance f rom outs ide exper ts .  

Most f lex ib le work  schedule policies have minimal cost implications t o  
employers. However, some opt ions may requ i re  employers t o  p ro - ra te  items 
such as health insurance and ret i rement benef i ts i n  o r d e r  to avoid an increase 
i n  f r i n g e  benef i t  costs. Similarly, workers '  compensation, unemployment 
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compensation, and Hawaii's temporary d isab i l i t y  insurance costs may b e  
a f fec ted .  (These costs wi l l  decrease if an employee sh i f ts  t o  cont rac t  work . )  

T h e  pr imary  advantage o f  a l te rna t ive  work  schedules is that ,  a t  minimum 
cost ,  an employer i s  more l i ke ly  t o  b e  able t o  re ta in  t h e  services of wo rke rs  
whose t ra in ing  and experience are  valuable assets. Th i s  is pa r t i cu la r l y  
advantageous i n  a t i g h t  labor market,  and f o r  employers who make a major 
investment  i n  t ra in ing  employees. 

According t o  a s t u d y  conducted f o r  t h e  Un i ted  States Small Business 
Adminis t rat ion (SBA),  employees appreciate f lex ib le  schedule opt ions and feel 
t h a t  t h e  employer is sympathet ic and unders tand ing  about t h e i r  personal 
needs. 

Certa in disadvantages were also ident i f ied i n  t h e  SBA repor t .  Some 
employers face d i f f i c u l t y  i n  schedul ing and coordinat ing w o r k  when key  
employees may no t  be  present .  (For  example, on  an assembly line, w o r k  
cannot  proceed unless all stat ions are s ta f fed . )  O the r  employers a r e  
concerned about potent ial  charges of un fa i r  t reatment  among employees when 
w o r k  arrangements are  f lex ib le  ra ther  than ident ical .  Increased f r i n g e  
bene f i t  costs when par t - t ime work  is allowed was also noted as a 
disadvantage. 

Leave Policies 

Paid and unpaid leave policies impact employees' dependent care needs. 
A recent  repo r t  b y  t h e  Honolulu Of f ice o f  Human Resources ident i f ied  t h e  
fo l lowing f o u r : '  

Matern i ty /pa tern i ty  leave - new parents a r e  allowed t ime-off  f o r  a 
speci f ic  per iod  re la t ing  t o  t h e  b i r t h  o r  adoption o f  a chi ld .  T h e i r  job, 
senior i ty ,  and  basic employee benef i ts a re  protected d u r i n g  t h e  leave per iod.  
Ma te rn i t y /pa te rn i t y  leave is usual ly  unpaid.  

Family s ick leave - employees may use t h e i r  s ick leave benef i ts f o r  
personal  o r  family reasons (of ten l imited t o  t h e  need t o  care f o r  a sick fami ly  
member). 

F loat ing hol idays - employees select some o r  al l  o f  t h e  days they  want 
charged against t h e i r  hol iday benef i ts .  

Work d a y  banks  - employees may accumulate compensatory t ime f o r  
emergency use, such as when a family member is sick o r  when dependent care 
arrangements cannot b e  made. 

Employer Provided On-Si te Ch i l d  Care 

Some employers p rov ide  ch i l d  care faci l i t ies f o r  t h e i r  employees a t  o r  
near  t h e  w o r k  si te.  Of  t h e  f i rms surveyed i n  t h e  SBA s tudy ,  those 
p r o v i d i n g  on-s i te  faci l i t ies had faced a combination o f  a t i g h t  labor market  
and  a shortage o f  a l te rna t ive  ch i l d  care services. Others  were located i n  
isolated areas.' The  feasib i l i ty  o f  p rov id ing  on-s i te  services f requen t l y  
depends upon t h e  employer's access t o  e i ther  an ex i s t i ng  s t r u c t u r e  o r  land 
upon which t o  cons t ruc t  one at a reasonable pr ice .  ( i n  Hawaii, t h e  onsi te 
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ch i l d  care center  a t  Maui Land and Pine was establ ished f o r  reasons tha t  
m i r r o r  those ident i f ied  i n  t h e  SBA s tudy .  f 

T h e  SBA s t u d y  ident i f ied o the r  reasons f o r  p rov id ing  on-s i te  faci l i t ies 
inc lud ing  t h e  need t o  a t t rac t  and re ta in  sk i l led employees, and t o  avoid 
hav ing  t o  use temporary help due t o  h i g h  t u r n o v e r  rates. Dominant 
employers i n  t h e  community expressed a desi re t o  enhance t h e i r  community 
image as well as t o  be  general ly  responsive t o  t h e i r  employees' needs.' 

On-s i te  faci l i t ies a r e  a long- term commitment t o  d i rec t  par t ic ipat ion i n  
c h i l d  care. Employers should conduct  a dependent care needs assessment t o  
i den t i f y  t h e  c u r r e n t  and f u t u r e  needs o f  t h e i r  wo rk  force.  T h e  assessment 
should i den t i f y  t h e  number of employees l i ke l y  t o  use t h e  fac i l i ty ,  t h e  
d i s t r i bu t i on  o f  age groups t o  be cared fo r ,  t h e  appropr iate hours f o r  
opera t ing  t h e  fac i l i ty ,  and whether  o r  how much t h e  employees should pay  t o  
use t h e  fac i l i t y .  

On-s i te  ch i l d  care w i l l  not  serve al l  t h e  ch i l d  care needs o f  t h e  work  
force.  Unless t h e  employees l i ve  near t h e i r  wo rk  place, before and a f te r  
school care cannot be  p rov ided  a t  t h e  work  s i te  unless t h e  ch i ld ren  are  also 
p rov ided  t ransportat ion.  A convent ional ch i l d  care center cannot accept 
infants, and may re fuse t o  enro l l  any ch i l d  who is s t i l l  i n  diapers, regardless 
o f  age. l o  

Vouchers" 

Employers can o f fe r  dependent care vouchers t o  help t h e i r  employees pay 
f o r  t h e  t y p e  of care t h e y  need. Under  a voucher program t h e  employer 
e i ther  reimburses t h e  employee f o r  a pre-determined por t ion  o f  t h e i r  
dependent care costs o r  issues vouchers acceptable as payment b y  t h e  
p rov ide rs  who then  submit them t o  t h e  employer f o r  reimbursement. 

Voucher plans are  appropr iate i n  communities t h a t  have adequate care 
services i n  place. They  allow t h e  employee t o  select t h e  p rov ide r  t h a t  best 
meets t h e i r  needs and t o  change programs when necessary. T h e  employer's 
involvement i s  l imited t o  f inancial  assistance on e i ther  a p e r  employee o r  p e r  
dependent basis. 

T h e  operat ional requirements o f  voucher programs are s t ra igh t fo rward  
and par t i cu la r ly  su i ted t o  small businesses t h a t  do  not  have t h e  resources t o  
manage o r  cont rac t  ou t  a program tha t  requi res d i rec t  par t ic ipat ion i n  care 
services. When a voucher program requi res t h a t  p rov iders  be  licensed o r  
registered, a p rocedure  f o r  ver i f icat ion is necessary. 

The  advantages o f  t h i s  approach are:  

* maximum choice among care prov iders  f o r  employees, 

low s t a r t - u p  and operational costs f o r  employers, and 

f l ex ib i l i t y  t o  meet changing care needs o f  t h e  work  force.  
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T h e  major disadvantage o f  a voucher p rogram occurs when t h e  community 
has a shor tage o f  c h i l d  care p rov ide rs .  Also, a voucher program alone does 
not  help employees f i n d  appropr ia te  dependent care. 

Provider  Subsidies and  Vendor Discounts 

Employers can work  d i rec t l y  w i th  care p rov ide rs  t o  meet employee ch i ld  
care needs. A new p rov ide r  can b e  assisted b y  a d i rec t  cont r ibu t ion  in 
exchange f o r  e i ther  locat ing near t h e  work  s i te  o r  agreeing t o  g i ve  t h e  
employer 's workers enrol lment p r i o r i t y  o r  a d iscount .  An ex is t ing  p rov ide r  
may be  w i l l ing  t o  hold a b lock o f  openings f o r  an employer who guarantees t o  
re imburse t h e  p rov ide r  f o r  any t h a t  a r e  unf i l led.  A b lock o f  openings can 
o f ten  be  bought  a t  d iscount  when t h e r e  is an adequate o r  excess capacity a t  
a fac i l i t y  - -  a s i tuat ion which is not  uncommon f o r  new p rov ide rs .  (Many 
new faci l i t ies must operate s ign i f i can t ly  below t h e i r  designed capacity f o r  t h e  
f i r s t  year  o r  so. Th i s  is a t t r i bu ted  t o  parents '  unwil l ingness t o  place t h e i r  
ch i ld ren  i n  a program tha t  has not  developed a good " t rack  record'' even 
when t h e  location, cost and program are  otherwise a t t rac t ive .  ) ' ' P ' ~  

Discussion 

Needs Assessments 

A needs assessment is necessary t o  determine if employees want a 
dependent care program. T h e  assessment wi l l  document how many employees 
are  in terested i n  par t ic ipat ing,  what t ypes  of suppor t  t h e y  need o r  want, and 
how much t h e y  are  w i l l ing  t o  p a y .  (See Appendix C f o r  sample 
quest ionnaires. )  

The  assessment does not  have t o  be an elaborate o r  professional ly 
designed su rvey .  However, conf ident ia l i ty  is essential because cer ta in 
sensi t ive quest ions should be  asked ( f o r  example, "Have you ever  missed 
w o r k  t o  s tay home w i t h  a s ick  ch i l d? " ) .  

Program Design 

T o  t h e  ex ten t  possible, employees should be  invo lved i n  and kept  
informed about  a new dependent care program. Ear ly  involvement wi l l  help 
o f fse t  employees' reluctance t o  place t h e i r  dependents i n  a care system w i th  
which they  are  not  famil iar, pa r t i cu la r l y  if a new fac i l i t y  is invo lved. ' "  

Moreover, i n p u t  f rom employees insures t h a t  t h e  program wi l l  meet no t  
on l y  t h e  technical needs o f  t h e  employees, but wi l l  also accommodate t h e i r  
more subject ive preferences, values, and concerns about t h e  care o f  t h e i r  
dependents. 

Program Management 

Employers may be  concerned about t h e i r  l iab i l i t y  f o r  t h e  safety o f  
dependents under  an employer supported program.  While t h e  level of l iab i l i t y  
wi l l  v a r y  depending upon t h e  specif ic program, it can be  l imited, even i n  t h e  
case o f  an on-  o r  near-s i te  center .  A separate corporate ent i ty ,  e i ther  
taxable o r  nonpro f i t  tax exempt, car; be formed t o  operate t h e  program. 
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L iab i l i t y  is then l imited t o  t h e  dependent care organizat ion. I f  employees 
serve  on  t h e  organizat ion's board  o f  d i rectors,  t h e i r  contro l  o f  t h e  program 
insures t h a t  i t  wi l l  cont inue t o  meet t h e i r  needs. 

F inancing 

Employer-assisted dependent care does not necessari ly mean employer- 
f inanced care. When t h e  major problem i s  avai lab i l i ty  r a t h e r  than 
a f fo rdab i l i t y ,  t h e  program can be  sel f - f inancing t h r o u g h  user  fees. Similarly, 
when t h e  problem is lack o f  a fac i l i ty ,  t h e  employer can p rov ide  available 
space on a sel f - f inancing basis.  

S l id ing  scale fee s t ruc tu res  can assist low-income users. Employer 
subsidies o r  fee adjustments f o r  higher- income users can be  established t o  
make t h e  program sel f - f inancing.  

Dependent Care Assistance Plans IDCAPS) us ing  before- tax dol lars t o  
help f inance dependent care program f o r  employees are  discussed i n  Chapter  
7 .  



Chapter  4 

STATE REGULATION 

Hawai i  

T h e  Department o f  Human Services (DHS) has adopted rules govern ing  
t h e  operat ion of ch i l d  care faci l i t ies i n  t h e  State. Chapter  17-891 . I ,  Hawaii 
Admin is t ra t i ve  Rules, covers t h e  regis t rat ion o f  Family Ch i l d  Care Homes, and 
Chapter  17-892 covers t h e  l icensing o f  Group Day Care  Centers and Croup 
Day Care Homes. The  rules set f o r t h  regis t rat ion and  l icensing procedures; 
administrat ion, program, and s ta f f i ng  requirements; health standards f o r  
ch i l d ren  and  staff ;  environmental health standards; physical  fac i l i t y  
standards; and prov is ions f o r  consideration and  approval  o f  program 
modif icat ions f o r  t h e  two classes o f  care faci l i t ies. 

Family C h i l d  Care Homes (Up t o  Six  Chi ldren)  

Ind iv idua ls  who p rov ide  ch i l d  care i n  t h e i r  home f o r  a t  least t h ree  b u t  
no  more than s i x '  ch i ldren d u r i n g  any  p a r t  o f  a twen ty - fou r -hou r  day  where 
ch i l d ren  and care p rov ide r  a re  not  related b y  blood, marriage, o r  adoption 
mus t  be  reg is te red as Family Ch i l d  Care Home operators by t h e  DHS. 
(Persons ca r ing  f o r  no more than two chi ldren are  no t  subject t o  regulat ion 
u n d e r  DHS ru les . )  Cert i f icates o f  regis t rat ion are va l id  f o r  one year  and are  
renewed on ly  upon application b y  t h e  p rov ide r .  

T h e  p r o v i d e r  must have wr i t t en  operat ion policies2 t h a t  speci fy :  

ages o f  ch i ld ren  accepted; 

maximum number of ch i ld ren  permi t ted by t h e  cer t i f icate o f  
regis t rat ion;  

hours  of operat ion inc lud ing  holidays and vacations; 

meal pol icy; 

fees ; 

pol icy and plan f o r  emergency medical care; 

insurance coverage, i nc lud ing  procedure f o r  not i f icat ion of coverage 
changes; 

t ranspor ta t ion  arrangements, inc luding parenta l  permission f o r  t rave l  
outs ide t h e  fac i l i ty ;  

pol icy regard ing  admission of sick o r  handicapped chi ldren;  and 

o ther  policies tha t  t h e  department may requi re.  

A responsible adu l t  shall superv ise t h e  ch i ld ren  at al l  times, and t h e  
program of care mus t  promote each chi ld 's  " .  . .physical ,  intellectual, 



EMPLOYER-ASSISTED DEPENDENT CARE 

emotional, and social wel l -being and  growth. ' "  T h e  p rov ide r (s1  must be  a t  
least eighteen years old, submit w r i t t en  professional o r  personal references t o  
t h e  department when app ly ing  f o r  regis t rat ion,  and " . . . n o t  have a cr iminal 
h i s to ry  record, employment h is to ry ,  o r  background which poses a r i s k  t o  
ch i ld ren  i n  care."' Providers, t h e i r  s taf f ,  and  adu l t  family members are  
subject t o  checks on cr iminal h i s to ry ,  background,  and  employment, as 
requ i red  by state o r  federal  law.' 

One adu l t  opera t ing  a Famiiy Ch i l d  Care Home cannot care f o r  more 
than two ch i ld ren  under  eighteen months o f  age a t  t h e  same time. However, 
w i t h  two adu l t  care p rov ide rs  u p  t o  f o u r  ch i ld ren  under  18 months of age may 
be admitted. 

Group Day Care Homes (Up  t o  Twelve Ch i ld ren  ove r  Age 2) 
and Centers (No Maximum ove r  Age 2 )  

Programs t h a t  serve  seven7 o r  more ch i ld ren  d u r i n g  any  p a r t  o f  a 
twen ty - fou r -hou r  day  must b e  l icensed b y  t h e  DHS. Licenses are  renewable 
annual ly upon appl icat ion b y  t h e  p rov ide r  and approval  by t h e  department.  
Provisional six-month licenses may be  issued when t h e  appl icant cannot 
immediately meet al l  t h e  department 's rules, b u t  can be  reasonably expected 
t o  comply w i th in  s ix  months.' 

A Group Day Care Home, which may be an extended o r  modif ied Family 
Day Care Home, is a care fac i l i t y  operated by an ind iv idua l  who is licensed 
under  t h e  Day Care Center  rules, b u t  l imited t o  se rv ing  no  more than twelve 
ch i ld ren  d u r i n g  a n y  p a r t  o f  t h e  day .  

A Day Care Center  o r  Group Day Care Center  is a fac i l i t y  and program 
operated b y  an indiv idual ,  organization, o r  agency t o  p rov ide  day  care 
inc lud ing  nurseries, n u r s e r y  schools, preschool p lay  groups,  day care 
cooperatives, d rop - in  ch i l d  care centers, and similar un i t s . '  The  maximum 
allowed enrollments f o r  Day Care faci l i t ies a re  a func t ion  o f  s ta f f  and physical  
space specif ications establ ished by DHS. 

Group Day Care Homes and Centers may on l y  care f o r  ch i ld ren  aged 2 o r  
o l d e r . ' V h e  requ i red  wr i t t en  operat ion policies" inc lude those applicable t o  
Family Day Care Homes p lus :  

t h e  t y p e  o f  care services of fered;  

rest r ic t ions on  ch i ld ren  and s ta f f  par t ic ipat ion i n  f u n d  ra is ing  
act iv i t ies t o  p r o h i b i t  exploitation; and 

ru les re la t ing  t o  personal belongings b r o u g h t  t o  t h e  fac i l i t y .  

The  program  requirement^'^ are  similar t o  those f o r  Family Ch i ld  Care 
faci i i t ies addressing t h e  physical,  intellectual, emotional, and social 
development of t h e  age groups served.  

The  pr inc ipa l  d i f ference between Family Day Care and t h e  Home/Group 
Care Faci l i ty requirements lies i n  t h e  educational and experience qual i f icat ions 
of s ta f f  and program adminis t rators.  T h e  programs tha t  serve more than six 
ch i ld ren  are  requ i red  to  have a d i rec to r  wi th e i ther  (a) a bachelor's degree 
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and  t w o  years '  wo rk ing  experience w i th  chi ldren,  o r  (b )  two years o f  college, 
o r  (c) ch i l d  development associate cer t i f icat ion and  f o u r  years'  experience." 

Teachers must be  age 18 o r  ove r  and have a combination o f  college and 
chi ldhood development education and teaching experience i n  an ear ly  chi ldhood 
program. " 

Assistant  teachers must  also be  ove r  age 18 and meet post-secondary 
educat ion and w o r k  experience requirements establ ished b y  t h e  DHS ru les."  

Ch i l d  care aides t o  b e  inc luded i n  comput ing chi ld /s taf f  rat ios must b e  
o v e r  age 16 and have had h igh  school vocational t r a i n i n g  o r  or ientat ion a t  t h e  
care center .  l 6  

T h e  ru les establ ish minimum ch i ld /s ta f f  rat ios f o r  each age group"  as 
fol lows: 

TABLE 7 

GROUP DAY CARE CENTERS STAFFJCHILD RATIOS 

Age 0-24 months Not Allowed 

2 Year Olds 8 Children per Staff Member 
3 Year Olds 12 Children per Staff %ember 
4 Year Olds 16 Children per Staff Sember 
5 and 6 Year Olds 20 Children per Staff Member 

When tota l  enrol lment is under  f i f t y ,  t h e  d i rec to r  may be  counted i n  
computing t h e  rat io"  b u t  otherwise no t .  NOR-teaching s ta f f  (maintenance, 
ki tchen, e t c . )  may not  be  counted when t h e y  are  per forming non-teaching 
dut ies.  ' $  

T h e  ru les f u r t h e r  speci fy  t h e  combinations o f  s taf f  requ i red  f o r  t h e  
var ious age groups as fo l lows:20 



TABLE 8 

STAFF REQUIREMENTS BY AGE GROUP AND GROUP SIZE 

Un i t s  No. of Staf f  
Assistant Total  

9/82 9/83 9/84 Teacher Teacher Aide Staf f  

Ch i ld ren  
2 yr  olds 

9 9 8 x 1 
18 18 16 x x 2 
27 27 24 x x x 3 
36 36 32 x x x x  4 
45 45 40 xx x xx 5 
54 54 48 xx  x x x x 6 
63 63 56 xx xx  x x x  7 

Ch i ld ren  
3 yr olds 

14 13 12 x 1 
28 26 24 x x 2 
42 39 36 x x x 3 
56 52 48 x x xx 4 
70 65 60 xx  x x x  5 
84 78 72 xx x x x x  6 
98 9 1 84 xx  xx x x x  7 

Ch i ld ren  
4 yr olds 

19 18 16 x 1 
38 36 32 x x 2 
57 54 48 x x x 3 
76 72 64 x x xx 4 
95 90 80 x x x x x 5 

114 108 96 x x x x x x  6 
133 126 112 xx x x x x x  7 

Ch i ld ren  
5 and 
6 y r  olds 
o r  o lder  

23 2 1 20 x 1 
46 42 40 x x 2 
69 63 60 x x x 3 
92 84 80 x x x x  4 

115 105 100 x x x xx 5 
138 126 120 x x x x x x  6 

~'." 

[ E f f  1/25/82; am Sep 30, 19851 (Au th :  XRS 9346-20) ( I m p :  HRS 
5316-20; Pub. L. No. 97-35, 492002, 2005 11981)) 
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T h e  regulat ions establ ish minimum space requirements p e r  ch i l d  f o r  
indoor  and  outdoor  dayt ime care, and n ight t ime ca re .z '  

D rop - in  Care Programszz 

Drop - in  care programs permi t  ch i ld ren  t o  a r r i v e  and leave a t  i r regu lar ,  
non-scheduled times d u r i n g  t h e  fac i l i t y ' s  operat ing hours .  These programs 
must  comply w i t h  all l icensing requirements except those re la t ing  t o  t h e  
ch i ld 's  health records and prov is ions f o r  consultat ion between t h e  program's 
heal th consul tant  and t h e  chi ld 's  regu lar  health care p rov ide r .  Facil i t ies 
o f f e r i n g  d r o p - i n  care must  prov ide,  i n  w r i t i ng ,  t h e  ages served, procedures 
f o r  admittance and release, and information on s ta f f ing  and act iv i t ies o f fe red  
f o r  d r o p - i n  ch i ld ren .  

Before and  A f t e r  School Carez3  

Programs t h a t  o f fe r  before and a f te r  school care f o r  school-aged ch i ld ren  
a r e  subject t o  t h e  same l icensing prov is ions as Group Day Care Homes a n d  
Centers w i th  specif ic exceptions re la t ing  t o  health records and cer ta in 
p rogram requirements. These programs have d i f f e ren t  s taf f  qual i f icat ions and  
minimum s ta f f /ch i ld  ra t io  requirements re f lec t ing  t h e  fac t  t h a t  t h e  ch i ld ren  are  
o f  school age (age f o u r  and o lder ) .  

N i g h t  C a r e z 4  

Addi t ional  rules re la t ing  t o  p repa r ing  ch i ld ren  f o r  bed and superv is ion 
whi le  t h e y  sleep app ly  t o  faci l i t ies o f fe r i ng  n i g h t  care. 

Demonstration Projectsz5 

T h e  DHS wi l l  consider  waiv ing o r  modi fy ing rules f o r  demonstration 
pro jec ts .  A proposal must be  submitted descr ib ing t h e  project,  i t s  purpose 
a n d  dura t ion ,  t h e  specif ic r u l e  exemption be ing  requested, and t h e  
jus t i f i ca t ion  f o r  t h e  request .  The  department may impose addit ional 
requirements f o r  demonstration pro jects.  

O the r  States 

T h e  fo l lowing tables summarize t h e  key  family day care and ch i l d  care 
center  ru les o f  o the r  states. 
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STATE REGULATION 

Discussion 

Hawaii's ch i ld  care regulat ions address t h e  key  areas suggested b y  ch i ld  
care  professionals such as minimum s ta f f -ch i ld  rat ios f o r  specif ic age groups; 
s tandards f o r  physical  facil i t ies, food and program content; and age, 
education, and t r a i n i n g  o f  personnel .26 When compared w i th  t h e  provisions 
of o the r  states, Hawaii's regulat ions show no unusual ly  s t r i c t  requirements o r  
ser ious lack o f  regu la tory  s tandards.  While t h e  ru les are  qu i te  specific, they  
appear t o  p rov ide  an appropr ia te  compromise between i n s u r i n g  t h e  heakh, 
safety, and p rope r  superv is ion o f  ch i ld ren  whi le al lowing care prov iders  
su f f i c ien t  f l ex ib i l i t y  t o  develop and operate a va r ie t y  o f   program^.^' As of 
t h i s  wr i t ing ,  t h e  DHS is d r a f t i n g  a new chapter  t o  be  added t o  t h e  Hawaii 
Adminis t rat ive Rules f o r  g r o u p  case o f  in fants.  I n  t h e  meantime, facil i t ies t o  
care  f o r  more than two in fan ts  may be  licensed as demonstration projects 
under  t h e  Department's p resent  ru les.  

A point  f r equen t l y  ignored i n  discussions o f  ch i l d  care regulat ion is t h e  
ab i l i t y  o f  the  State t o  enforce i t s  ru les.  The  DHS has twelve people assigned 
t o  l icensing and  enforcement: e igh t  on Oahu, one each f o r  Kauai and Maui 
counties, one f o r  East Hawaii, and one f o r  West Hawaii. (The  Kauai and West 
Hawaii s taf f  a re  also responsible f o r  moni tor ing fos ter  care homes i n  t h e i r  
jur isd ic t ions.  T h e  DHS s ta f f - to -care- fac i l i t y  rat ios range f rom 1 :23 i n  
West Hawaii t o  1:61 i n  East Hawaii, w i th  a statewide average about 1:55." 
While a lower rat io  may be  preferable, t h e  c u r r e n t  average ra t io  of 1:55 
should be  suf f ic ient  t o  pe r fo rm t h e  requ i red  annual inspections and respond 
t o  specif ic complaints. 

Ch i ld  care p rov ide r  ru les are  not  on ly  a statement o f  minimum standards 
f o r  t h e  prov iders,  but also a tool t o  educate parents about what t hey  can and 
should expect i n  t h e  area o f  ch i ld  care services. Parents who understand 
and suppor t  t h e  ru les become an ef fect ive element o f  t h e  moni tor ing and 
enforcement program. 



Chapter  5 

STATE LEGISLATION AND THE PRIVATE SECTOR 

Hawaii 

Dependent care tax  c red i t s  and tax  rel ief  f o r  those who par t i c ipa te  in  
Dependent Care Assistance Plans (DCAPs) are  available t o  taxpayers  under 
Hawaii t ax  law. Employers may amortize t h e  cost o f  ch i ld  care faci l i t ies f o r  
t h e i r  employees ove r  a per iod  o f  f i v e  years.  T h e  State also prov ides  chi ld  
care assistance t o  ind iv iduals i n  cer ta in job t r a i n i n g  programs.  

I n  t h e  1988 Regular Session, t h e  Legis lature appropr iated funds  t o  the  
Department o f  Human Services (DHS) f o r  a s tate- funded resource and  re fer ra l  
program. T h e  DHS has contracted w i t h  PATCH f o r  t h i s  program. Due t o  
f u n d i n g  l imitations, it is available on Oahu on l y .  It is available t o  al l  Oahu 
res idents a t  no  charge. 

T h e  1988 Legis lature also p rov ided  funds  f o r  t h e  Department o f  Business 
and Economic Development (DBED) t o  develop a ch i ld  care business p i lo t  
pro ject  i n  cooperation w i th  a statewide needs assessment t o  be  prepared b y  
t h e  Governor 's  Of f ice o f  Ch i id ren  and Youth. '  The  la t te r  h i red  a new Chi ld  
Care Coordinator  i n  Augus t  1988 t o  oversee t h e  needs assessment and t o  
p rov ide  o the r  assistance as necessary t o  t h e  DBED i n  o r d e r  t o  develop 
business and government par tnersh ips  t h a t  w i l l  promote t h e  avai lab i l i ty  and 
a f fo rdab i l i t y  o f  c h i l d  care th roughou t  t h e  State. '  The  DBED has, as  of t h i s  
w r i t i ng ,  entered i n to  a cont rac t  f o r  t h e i r  p i lo t  pro ject .  

O the r  States 

Unless otherwise noted, t h i s  section summarizes information presented i n  
Ch i l d  Care - A Workforce Issue, Report o f  t h e  Secretary's Task Force, U.S. 
Department o f  Labor, A p r i l  1988, pages 75-124. The  Task Force found  tha t  
all states address t h e  issue o f  ch i ld  care i n  some way.  Twenty-n ine  subsidize 
parents '  ch i l d  care costs t h r o u g h  t h e i r  tax  codes, e i ther  t h r o u g h  tax  credi ts  
o r  tax  deduct ions.  A t  least e igh t  states g r a n t  c red i ts  o r  deduct ions t o  
employers who p rov ide  d i rec t  o r  i nd i rec t  ch i l d  care assistance t o  t h e i r  
employees. 

Other  t ypes  o f  state assistance inc lude grants ,  loan programs f o r  
faci l i t ies, a n d  t ra in ing  f o r  care g i ve rs .  

Programs f o r  low-income families are  usual ly  funded under  t h e  federal 
Social Services Block Gran t  [ S S B G j  T i t l e  XX programs. However, f o u r  states 
(Alaska, Cal i fornia, Montana, and Oregon) have low-income programs tha t  a r e  
funded exclus ive ly  b y  t h e  state. 

Alabama - There  are no tax c red i ts  o r  deduct ions. Ch i l d  care is 
mandated under  SSBG, and $24 mil l ion was appropr iated t o  a t r u s t  f u n d  t o  
p rov ide  services f o r  1,800 ch i ld ren .  
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Arkansas - A 10 p e r  cent  dependent care tax  c r e d i t  based on t h e  federal 
c r e d i t  is allowed. $700,000 i n  state funds  was appropr iated t o  supplement 
SSBG f o r  t h e  f i r s t  time i n  1987. The  1987 legis lature also establ ished a state 
subsidized program funded w i th  $86 mil l ion t o  serve a minimum average of 
6,500 ch i ld ren .  A ch i ld  care prov iders  t ra in ing  fund,  f inanced w i th  l icensing 
fees was atso established. 

Ar izona - A dependent care expense deduct ion f o r  costs o f  u p  t o  $100 
p e r  month is allowed f o r  those w i t h  incomes o f  u p  t o  $6,000 p e r  year .  The  
1987 legis lature excluded ch i l d  care faci l i t ies as taxable businesses. 

Cal i forn ia - Ch i l d  care programs are  funded exclus ive ly  by t h e  state. A 
dependent care tax  credi t ,  based on income, o f  f rom 5 p e r  cent  t o  10 p e r  
cent  o f  t h e  federal  c red i t  is allowed. A state sponsored resource and re fer ra l  
ne twork  of 65 agencies serves each of t h e  state's 58 count ies. T h e  Cal i forn ia 
Ch i l d  Care Init iative_ (CCCl f  is a p u b l i d p r i v a t e  coalit ion that ,  wo rk ing  
t h r o u g h  t h e  resource and re fer ra l  off ices, recru i ts ,  t ra ins ,  and prov ides 
technical assistance t o  new prov iders .  ( i n  i t s  f i r s t  year ,  CCCl helped create 
1,100 new ch i l d  care spaces i n  231 family d a y  care homes, and 5 new school 
age programs.  f 

Ch i l d  care faci l i t ies a re  el igible f o r  f u n d i n g  under  t h e  Cal i fornia Health 
Facil i t ies Financing Au tho r i t y  Act . '  

Schools may sell o r  lease surp lus  p rope r t y  t o  designated prov iders  f o r  
c h i l d  care development purposes. 

The  1987 legis lature established a Senate Task Force t o  s tudy  t h e  
feasib i l i ty  of an ernployer/employee funded insurance program f o r  af fordable 
c h i l d  care. 

Colorado - A tax deduct ion equal t o  expenses allowed f o r  t h e  federal  
dependent care tax  c red i t  is allowed. 

Connect icut - (For individuals, on l y  unearned income is taxed b y  t h e  
~ t a t e . ~ )  Taxable f i rms tha t  inves t  a minimum of $250,000 p e r  year  t o  p rov ide  
ch i l d  care services f o r  t h e i r  employees may app ly  f o r  t ax  c red i t s  of u p  t o  50 
p e r  cent  o f  t h e  amount invested. Maximum cred i ts  p e r  f i r m  are  $75,000. A 
tota l  o f  $1 mii l ion p e r  year  is p rov ided f o r  t h e  program. '  

Low interest  state loans a r e  available t o  bo th  p r o f i t  and nonpro f i t  
organizat ions t o  p rov ide  ch i l d  care faci i i t ies p r imar i l y  f o r  t h e i r  employees and 
employees of t h e  munic ipal i ty  i n  which they  are iocated.' 

Grants are available t o  encourage use o f  school faci l i t ies f o r  before and 
a f t e r  school day  care. '  

Zoning commissions must  allow g r o u p  and family day  care homes t o  
operate i n  resident ial  areas. 

Delaware - A dependent care tax c red i t  o f  25 p e r  cent  o f  t h e  federal 
c red i t  is allowed. 
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D i s t r i c t  o f  Columbia - A dependent care tax  c red i t  equal t o  30 per  cent  
of t h e  federal  c red i t  is allowed. D is t r i c t  f unds  are used t o  cont rac t  w i t h  
nonpro f i t  resource and  re fe r ra l  agencies. Prekindergar ten programs are  
o f fe red  i n  each pub l i c  elementary school. Some 20 before and  a f te r  school 
care programs also ex is t .  T h e y  are  funded  w i th  parent  fees. 

Flor ida - (Flor ida has no  state income tax. ' )  Prek indergar ten  and f u l l  
w o r k  day  programs i n  pub l ic  schools a re  allowed. Two demonstration 
programs were funded  b y  t h e  state i n  1987. T h e  programs are  t o  be  
coordinated w i t h  local pa rks  departments. 

Georgia - A dependent care tax  credi t ,  independent o f  t h e  federal  
credi t ,  allows u p  t o  2 p e r  cent  o f  employment re lated expenses as a state tax  
c red i t .  

Idaho - A dependent care costs deduct ion o f  100 p e r  cent  o f  t h e  amounts 
federal ly  allowed is g ran ted.  

I l l inois - Hal f  d a y  o r  f u l l  day  ear ly  education programs are  allowed i n  
pub l ic  school (only  Chicago has establ ished such programs).  

T h e  1987 legis lature p rov ided  $950,000 f o r  i n fan t  day  care t o  serve 300 
in fan ts  as p a r t  o f  t h e  Families With A Fu tu re  Program. A p i lo t  p rogram w i th  
t h e  Chicago Community T r u s t  prov ides $500,000 f o r  renovat ion and expansion 
o f  centers i n  t h e  c i t y .  The  funds  w i l l  be  recovered f rom fees charged f o r  
t h e  300 openings t o  be  created under  t h e  program. 

Indiana - A 5-cents p e r  pack state c igaret te tax  is earmarked f o r  ch i l d  
care programs. F ive programs f o r  low-income preschoolers were authorized i n  
1987. 

Iowa - A tax  c r e d i t  f o r  federal ly  allowed dependent care expenses is 
p rov ided.  A $430,000 g r a n t  p rogram is available f o r  purchase o f  education, 
t r a i n i n g  o r  equipment t o  help faci l i t ies meet state standards o r  t o  improve 
qua l i t y .  State g ran ts  are available f o r  s ta r t -up  costs o f  resource and 
re fe r ra l  services o r  school age ch i l d  care services. 

Kansas - A dependent care tax  c red i t  based on income and rang ing  
f rom 10 p e r  cent  t o  100 p e r  cent  o f  t h e  federal c red i t  is allowed. 

Ken tucky  - A dependent care tax  credi t ,  independent o f  t h e  federal 
c red i t ,  and l imited t o  $400, is p rov ided.  Gran t  programs t o  f u n d  
preschoolers o n  a hal f  o r  f u l l  school d a y  basis were establ ished i n  1986. 

Louisiana - A tax  c red i t  equal t o  10 p e r  cent  o f  t h e  federal  c red i t  is 
allowed. Ear ly  chi ldhood education programs are funded  w i t h  57 o f  71 be ing  
f u l l  school day programs.  

Maine - A 25 p e r  cent  dependent care tax  c red i t ,  t i ed  t o  t h e  federal 
credi t ,  is allowed. A two-year  p rogram prov ided $500,000 t o  f u n d  six 
regional fu l l -serv ice  resource and re fe r ra l  centers. A n  addit ional $45,000 was 
prov ided t o  t r a i n  resource development center  s ta f f .  
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Mary land - A deduct ion equal t o  100 p e r  cent  o f  federal ly  allowed 
dependent care expenses is allowed. A loan guarantee program is available t o  
p rov iders  f o r  renovat ion o r  construct ion o f  care faci l i t ies. In f iscal 1988, 
$98,000 was p rov ided  t o  f u n d  a ne twork  o f  f i v e  resource and  re fer ra l  
programs across t h e  state. 

I n  1987 t h e  counties were requ i red  t o  develop needs assessments and 
recommendations f o r  school age care. 

Massachusetts - A dependent care deduct ion equal t o  100 p e r  cent  o f  
federal ly  allowed dependent care expenses is allowed. A $750,000 p i lo t  loan 
program is available f o r  s t a r t - u p  costs, renovation, o r  construct ion o f  ch i l d  
care faci l i t ies. ( A  p r i v a t e  f i r m  has prov ided matching funds  f o r  grantees.) 

Fiscal 1988 f u n d i n g  f o r  twe lve  fu l l -serv ice  resource and re fe r ra l  
programs operated b y  nonpro f i t  agencies amounted t o  $2.4 million, and 
$620,000 is available f o r  p rov ide r  t ra in ing .  

T h e  state has a Day Care Cabinet ( the  Secretaries o f  Community and 
Development, Labor, and t h e  Commissioner o f  Education) t o  coordinate 
f u n d i n g  and administrat ion o f  c h i l d  care and ear ly  education programs. 
These programs operate on half  and  f u l l  school day  and well as f u l l  w o r k  day  
schedules. 

Michigan - T h e  state funds  11 resources and re fer ra l  programs on a 4 : l  
matching basis. Addit ional f unds  were p rov ided  t o  coordinate t h e  programs 
a t  t h e  state level. 

Minnesota - A tax  c red i t  o f  u p  t o  $720 f o r  u p  t o  2 dependents is 
available t o  taxpayers w i th  income o f  less than $10,000. A g r a n t  program 
o f fe rs  p rov iders  funds  f o r  s ta r t -up ,  expansion of facil i t ies, t ra in ing ,  o r  
purchase o f  equipment ($250,000 available f o r  f iscal 1988). State bonds have 
been authorized f o r  16 centers a t  community colleges and technical schools. 

$250,000 was appropr iated f o r  resource and re fe r ra l  services o f  which 80 
p e r  cent  is ta rge ted f o r  r u r a l  areas. 

Providers are requ i red  t o  pay  more than 110 p e r  cent  o f  t h e  county  
average wage i n  o r d e r  t o  receive maximum reimbursement f o r  subsidized ch i l d  
care. 

Mississippi - No specif ic p rogram f o r  t h e  p r i va te  sector worke r  o r  
employer. 

Missouri  - No specif ic p rogram f o r  t h e  p r i va te  sector worke r  o r  
employer. 

Montana - A tax  deduct ion o f  u p  t o  $4,800, based on income and  number 
o f  dependents, is allowed. 

Nebraska - No specif ic p rogram f o r  t h e  p r i va te  sector worke r  o r  
employer. 
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Nevada - (The re  is no state income tax. ' ' )  No specif ic p rogram f o r  t h e  
p r i v a t e  sector worke r  o r  employer. 

New Hampshire - (Only unearned income is taxed b y  t h e  state.")  I n  
1987 $5,000 was appropr iated f o r  a statewide conference t o  promote employer 
sponsored ch i l d  care. 

New Jersey  - T h e  state funds  t h r e e  regional resource and re fer ra l  
agencies and a clearinghouse. Prekindergar ten educational programs are 
suppor ted  b y  t h e  state w i th  p r i o r i t y  g iven t o  Head S ta r t  programs t o  expand 
t o  f u l l  year ,  f u l l  wo rk  day  programs.  Pr iva te  nonpro f i t  organizat ions are  
e l ig ib le f o r  f und ing .  A g r a n t  program was established i n  1987 f o r  care o f  
school age ch i ld ren  i n  t h e  schools. 

New Mexico - A tax  c red i t  o f  40 p e r  cent  o f  compensation paid t o  a care 
g iver ,  u p  t o  a maximum of $480 p e r  dependent, is prov ided.  State document 
search fees supplement income el igible programs funded under  t h e  SSBG 
program. There  are  th ree  state suppor ted  resource and re fe r ra l  agencies. 

New Y o r k  - A tax  c red i t  of 25 p e r  cent  o f  t h e  federal c red i t  is allowed. 
$3 mil l ion i n  state funds  has been p rov ided  f o r  renovation, operation, and 
equipment f o r  new nonpro f i t  al l  day  ch i ld  care programs. T h e  state also 
funds  resource and  re fe r ra l  act iv i t ies tha t  may be  contracted o u t  t o  nonpro f i t  
organizat ions. A g r a n t  p rogram f o r  s t a r t - u p  costs f o r  nonschool hou r  care 
programs is available u n t i l  1990 and may be  used f o r  expansion- and upgrade 
o f  faci l i t ies. 

N o r t h  Carol ina - A dependent care tax  c red i t  o f  7 p e r  cent  o f  
employment- related care expenses u p  t o  $4,000 is allowed. 

N o r t h  Dakota - Family Day Care Home license fees are  used b y  t h e  
county  f o r  evaluat ion and t r a i n i n g  o f  care p rov ide rs .  

Ohio - A 25 p e r  cent  dependent care tax credi t ,  based on t h e  federal 
c red i t ,  is allowed. State f u n d i n g  is available f o r  model p r e  school and school 
age care programs. 

Oklahoma - A 20 p e r  cent  dependent care tax  credi t ,  based on t h e  
federal  c red i t ,  is p rov ided.  The  1985 legis lature funded 37 p r e  k indergar ten  
programs o f  which 25 were f u l l  school day  pro jects.  

Oregon - A tax  c red i t  o f  40 p e r  cent  o f  t h e  federal c red i t  is allowed. A 
$100,000 g r a n t  program is available f o r  physical improvements f o r  care 
faci l i t ies. Employers are  granted a tax  c red i t  o f  50 p e r  cent  o f  ch i i d  care 
expenses reimbursed t o  employees, o r  50 p e r  cent  o f  t h e  costs o f  p rov id ing  
such care d i rec t l y .  Credi ts  a re  also available t o  employers who prov ide  o r  
improve real p r o p e r t y  f o r  care fac i l i t y  use. 

Matching g ran ts  f o r  development o f  a resource and re fe r ra l  network are 
available. The  1987 legis lature p rov ided  an addit ional S21,000 t o  enhance 
resource a n d  re fer ra l  services. 

State law provides t h a t  family day care home use ( fewer than 13 
ch i ld ren)  i s  allowabie in resident ial  areas. 
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Pennsylvania - $250,000 was allocated t o  r e c r u i t  and t r a i n  care 
prov iders ,  and $182,000 funds  5 resource and re fe r ra l  g ran ts  as s t a r t - u p  f o r  
a statewide n e t w o r ~ .  

Rhode is land - A dependent care tax  c r e d i t  t h a t  i s  a percentage of t h e  
federal  c red i t  is allowed. Employers are  allowed a c r e d i t  of 30 p e r  cent  o f  
t h e i r  expendi tures f o r  ch i l d  care f o r  t h e i r  employees. A comparable c r e d i t  i s  
g ran ted t o  iandlords who prov ide  care serv ice f o r  t h e i r  commercial tenants o r  
o f fe r  p rov ide rs  space a t  a reduce ren t .  S i x t y  p e r  cent  o f  amounts expended 
may be  counted toward t h e  c red i t .  l 2  

$100,000 was p rov ided  t o  stimulate care fac i l i t y  development i n  indus t r ia l  
complexes, and $35,000 f o r  recrui tment,  t ra in ing ,  and technical assistance f o r  
b i l ingua l  p rov ide rs .  A n  addit ional $100,000 g r a n t  is available t o  nonpro f i t  
p rov ide rs  who o f fe r  sl iding-scale services i n  indus t r ia l  complexes. 

The  state, i n  conjunct ion w i th  t h e  Chamber o f  Commerce, supports  a 
resource and re fe r ra l  program. 

South Carol ina - A 7 p e r  cent  dependent care tax  c red i t ,  based on 
federal ly  allowed expenses, is p rov ided.  

South Dakota - (The  state does not  tax  income. ") No specif ic p rogram 
f o r  p r i va te  sector workers o r  employers. 

Texas - State faci l i t ies may be  used f o r  ch i l d  care programs and t h e  
state prov ides  clearinghouse services and technical ch i l d  care assistance t o  
bo th  pub l ic  and p r i va te  employers. 

Faci l i ty licenses are  va l id  f o r  an indef in i te  per iod  b u t  sanctions f o r  
noncompliance are mandatory and violat ions must be  rect i f ied w i th in  30 days.  
Providers serv ing  state employees are exempt f rom restr ic t ions per ta in ing  t o  
leasing of pub l ic  p r o p e r t y  t o  p r i va te  tenants.  

Counties o f  500,000' may establish ch i ld  care programs f o r  t h e i r  
employees and j u ro rs .  

T h e  state is authorized t o  establish ch i l d  care centers. E l ig ib i l i t y  
standards, fee scales, etc.  are set f o r t h .  These centers may be p rov ided  
t h r o u g h  sub-cont rac t ing  wi th  p r i va te  p rov ide rs .  

Tennessee - A 100 p e r  cent  subsidized pilot program serves 100 ch i ld ren  
who do not  benef i t  f rom ex is t ing  services. 

- No specif ic program f o r  the  p r i v a t e  sector worker  o r  employer 

V i rg in ia  - The  state t a x  c red i t  i s  equal t o  100 p e r  cent  o f  t h e  federal ly  
aliowed dependent care expenses. 

A Jo in t  Committee has been establ ished t o  s tudy  t h e  role o f  state and 
local government, inc iud ing  schools, i n  competing w i th  f o r - p r o f i t  care 
p rov ide rs .  
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Vermont - State t a x  l iab i l i t y  is a percentage o f  federal l iab i l i ty ,  thus  the  
federal  tax  c red i t  is ref lected i n  t h e  state tax  law. 

State funds  were prov ided f o r  recruitment, t ra in ing,  and employment o f  
ch i ld  care prov iders .  Programs f o r  disadvantaged 3 and 4 year-olds are state 
funded.  Also, t he re  a re  e igh t  ear ly  in tervent ion centers f o r  families w i th  
ch i ld ren under  age three.  

Washington - A coordinator o f  ch i ld  care services is responsible f o r  
developing an information system and developing pub l ic /p r iva te  involvement i n  
meeting ch i l d  care needs in t h e  state. 

State-supported preschools are prov ided f o r  a t - r i sk  chi ldren.  

School d i s t r i c t s  may contract  w i th  publ ic  o r  p r i v a t e  p rov ide rs  and use 
school faci l i t ies f o r  day  care programs. School vehicles may be used to  
t ranspor t  ch i ld ren i n  such programs. 

Community college and h igher  education boards a re  requ i red  t o  su rvey  
ins t i tu t iona l ly  related care services and conduct needs assessments where no 
faci l i t ies ex is t .  

A n  of f ice o f  Ch i ld  Care Resources is established u n t i l  June 30, 1989, and 
charged w i th  creat ing a resource and re fer ra l  data bank, p rov id ing  technical 
assistance t o  providers,  fos ter ing  pub l ic /p r iva te  care par tnerships,  and 
recommending administ rat ive and s ta tu tory  change to  encourage employer- 
p rov ided ch i ld  care. 

West V i rg in ia  - T h e  state funds  prek indergar ten  programs one o f  which 
i s  a full work ing  day pro jec t  se rv ing  60 chi ldren in two  communities. 

Wisconsin - No specif ic program f o r  p r i va te  sector workers o r  employers. 

Wyoming - No specif ic program f o r  p r i va te  sector workers o r  employers. 

Discussion 

Loans, grants, tax  incentives, state-funded o r  assisted resource and 
re fer ra l  services, and various combinations o f  these approaches have been 
established by o ther  states t o  assist p r i va te  sector employers and employees 
w i th  regard  t o  dependent care needs. 

I n  Hawaii, t he  1988 State Legislature established a state ch i ld  care 
coordinator, funded a statewide ch i ld  care needs assessment and an 
informational program f o r  p r i va te  empioyers, and requested th i s  s tudy  o f  
a l ternat ive employer-assisted dependent care benefi ts.  Funds were also 
prov ided to  assist t h e  development o f  Family Chi ld Care Homes and f o r  
resource and re fer ra l  services. Pr io r  t o  1988, tax c red i ts  and compliance 
wi th  t h e  federal DCAP tax provis ions were t h e  pr inc ipa l  programs assisting 
work-re lated dependent care needs in  the  p r i va te  sector. (The state 
Department of Labor and Indust r ia l  Relations should c l a r i f y  t h e  taxable o r  
nontaxable status of salary reduct ions f o r  t h e  purpose of payrol l  taxes.) 
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T h e  key t o  designing programs t o  more ef fect ive ly  assist p r i va te  sector 
employers and employees meet t h e i r  dependent care needs i s  t h e  statewide 
needs assessment c u r r e n t l y  being conducted by the  Off ice o f  Ch i ld ren and 
Youth .  T h e  assessment wi l l  quan t i f y  factors such as character ist ics o f  t he  
labor force and the  job market,  and  specif ic employee dependent care needs 
and available services. Regional di f ferences w i th  regard  t o  dependent care 
needs can also b e  ident i f ied by t h e  assessment. Given th is  t y p e  o f  
information, decision-makers w i l l  b e  able t o  develop appropr iate state 
programs t o  improve t h e  Hawaii's dependent care system. T h e  programs o f  
o ther  states discussed i n  th i s  chapter  o f fe r  a wide va r ie t y  o f  options and can 
serve as models once t h e  assessment has been completed. 



Chapter  6 

THE STATE AS AN EMPLOYER 

Hawaii 

The  State o f  Hawaii does not  have a specif ic p rogram o r  dependent care 
bene f i t  plan f o r  i t s  employees. However, c u r r e n t  leave policies o f fe r  
f lex ib i l i t y ,  cubject  t o  approval  by t h e  worker 's  superv isor .  These benef i ts 
inc lude twenty-one days p e r  yea r  pa id  vacation, u p  t o  twelve months leave 
w i thou t  pay f o r  cer ta in personal reasons, inc lud ing  ch i ld  care, and f lext ime. 

The  1988 Legislature requested t w o  studies re la t ing  t o  ch i l d  care f o r  
bo th  government and p r i v a t e  sector workers :  

HR No. 25, HD 1, which requests t h i s  s t u d y  

Ac t  390, section 5(102), Session Laws o f  Hawaii 1988, appropr ia t ing  
funds  f o r  a state ch i l d  care advocate icoordinator  t o  coordinate a 
statewide ch i l d  care needs assessment t ha t  is t o  include, i f  pract ical ,  
government employees. 

O t h e r  States1, * 

Ar izona - A state Ch i ld  Development Center  f o r  state employees was 
opened in 1985. T h e  fac i l i t y  is operated under  contract ,  w i th  t h e  state 
p r o v i d i n g  space, ut i l i t ies,  maintenance, and equipment.  Nonstate employees 
may enrol l  ch i l d ren  i n  t h e  program. 

Cal i fornia - As o f  1987, t h e  state had prov ided sites f o r  seven ch i l d  care 
centers se rv ing  state employees. F i f ty -one p e r  cent  of a fac i l i t y ' s  board  o f  
d i rec tors  must be  state employees i n  o r d e r  t o  qua l i f y  f o r  state assistance. 
Legislation now mandates t h a t  state of f ice bu i ld ings  w i t h  750 o r  more 
employees must  set aside space f o r  a day  care center .  

Ch i ld  care is p a r t  o f  t h e  state's employee benef i t  package.' 

Colorado - Leave f o r  care o f  a sick ch i l d  is allowed." 

Connect icut - On-s i te  ch i l d  care services are  available f o r  legislat ive 
employees. 

A parental  leave statute was enacted in 1987. 

Delaware - Flextime is allowed. 

Flor ida - A p i lo t  ch i ld  care program se rv ing  75 ch i ld ren  is p r i va te l y  
operated on state grounds.  T h e  state assisted w i t h  s t a r t - u p  costs and 
fac i l i t y  renovat ion. An evaluation is t o  be  made t o  determine t h e  benef i ts o f  
t h e  program t o  t h e  state i n  terms o f  reduced absenteeism and increased 
p roduc t i v i t y .  
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Idaho - T h e  state-subsidized renovation, s t a r t - u p  costs and equipment 
f o r  two faci l i t ies near  state off ices (40 in fan t  t o  th ree-year  olds served) .  
T h e  faci l i t ies a re  operated under  cont rac t  w i t h  t h e  YMCA. Savings i n  sick 
leave have been estimated a t  $10,000. 

I l l ino is  - T h e  Department o f  Revenue began a day  care center  f o r  i t s  
employees i n  1986. Space, ut i l i t ies,  toys,  and equipment a re  prov ided b y  t h e  
state w i t h  services p rov ided  under  contract .  Fees must  cover  operat ing 
costs. Employees o f  o the r  state agencies, fo l lowing a needs assessment, may 
request  s tate-prov ided space f o r  se l f -suppor t ing  centers. 

State employees a r e  o f fe red  an income reduct ion plan tha t  permits 
before- tax dol lars t o  be used t o  re imburse employees f o r  dependent care 
expenses ( IRC section 129 p lan) .  

Iowa - The  Department o f  Transpor ta t ion  prov ides  space, ut i l i t ies, and 
maintenance f o r  a center  se rv ing  i t s  employees. T h e  center  is operated 
under  cont rac t .  A state subs idy  o f  $9,000 and 4,000 employee-volunteered 
hours  assisted i n  s t a r t - u p  o f  t h e  fac i l i t y .  

Kansas - Leave f o r  care o f  a s ick c h i l d  i s  allowed. ' 
Ken tucky  - Resource and  re fe r ra l  services are  p rov ided  t o  state 

employees. 

State employees are  o f fe red  an income reduct ion plan tha t  permits 
before- tax dol lars t o  be  used t o  reimburse employees f o r  dependent care 
expenses ( IRC section 129 p lan)  . $  

Louisiana - Resource and re fe r ra l  services are  available t o  state 
employees. '@ 

Assistance w i t h  s t a r t - u p  costs f o r  ch i l d  care centers is available. " 
Maryland - An on-s i te  fac i l i t y  is p rov ided  f o r  legislat ive employees 

Massachusetts - T h e  state prov ides space and  also funds  u t i l i t y ,  
overhead and maintenance costs f o r  ch i l d  care faci l i t ies operated under  
cont rac t  w i t h  a p r i v a t e  nonpro f i t  agency. User  fees p rov ide  t h e  remainder of 
expenses. Only state employees may use t h e  centers.  

State employees are  o f fe red  an income reduct ion plan t h a t  permits 
be fore- tax  dol lars t o  b e  used t o  re imburse employees f o r  dependent care 
expenses ( IRC section 129 p I a n ) . l z  

Michigan - A center  f o r  employees o f  t h e  Michigan School f o r  t h e  B l ind  
serves 70 ch i ld ren  on a se l f -suppor t ing  basis. 

Mississippi - On-s i te  services are  p rov ided  f o r  legislat ive employees. 

Missouri  - Leave f o r  care o f  a sick c h i l d  is allowed." 



EMPLOYER-ASSISTED DEPENDENT CARE 

New Jersey  - A p i lo t  p rogram se rv ing  u p  t o  30 ch i ld ren  was established 
a t  t h e  Nor th  Princeton Development Center .  Fees are based on a s l id ing-  
scale. 

Resource and  re fe r ra l  services a r e  available t o  state employees. '* 
New Y o r k  - Empire State Day Care Services operates 30 faci l i t ies 

p rov ided  by t h e  state. One-half a re  on state college campuses. 

N o r t h  Dakota - One c h i l d ' c a r e  center  is administered by t h e  state. ' '  

Ohio .- A n  on-s i te /near-s i te  fac i l i t y  located i n  a state bu i l d ing  and 
operated under  contract  by a nonpro f i t  corporat ion serves f rom 100-150 
ch i ld ren  o f  state workers.  Other  centers are be ing  considered. 

Oregon - T h e  Commission f o r  Women may contract  f o r  information and 
re fer ra l  services. Any  state agency may p rov ide  information t o  employees on 
t h e  benef i ts of day  care. 

An income reduct ion plan t h a t  permi ts  before- tax dol lars t o  b e  used t o  
re imburse employees f o r  dependent care expenses ( IRC section 129 plan) is 
o f fe red  t o  state employees. 

A comparable income reduct ion p lan is available under  t h e  state income 
tax  law. 

Rhode Is land - On-s i te  services are  available i n  some state bu i ld ings  

The  1987 legis lature requested t h e  governor  t o  develop a p lan o f fe r i ng  
ch i l d  care as a benef i t  f o r  state employees. 

Pennsylvania - A resource l i s t  i s  available for- state employees. l7 

South Carol ina - Leave f o r  care o f  a s ick ch i l d  is allowed. l 8  

Texas - A n  income reduct ion plan tha t  permits before- tax dol lars t o  be  
used t o  reimburse employees f o r  dependent care expenses ( IRC section 129 
p lan)  is o f fe red  t o  state employees. l g  

Utah - State space is available f o r  contracted services f o r  state 
employees. 

Vermont - State- funded resource and re fer ra l  f o r  state employees is 
p rov ided under  contract.  

Washington - A p i lo t  p rogram se rv ing  legislat ive employees was 
established i n  1986. 

An income reduct ion plan is t o  be  developed allowing state employees t o  
par t ic ipate i n  an IRC sections 125 and  129 dependent care assistance 
program. 2 o  

Wisconsin - A near-s i te  fac i l i ty  w i t h  90 p e r  cent s ta r t -up  costs and a 
r e n t  subsidy prov ided by t h e  state was opened in 1986. Fees cover  all costs 
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no t  appropr ia ted  by t h e  state. Resource and re fer ra l  services are  available 
t o  state employees, and  c h i l d  care plans are  requ i red  f o r  all f u t u r e  state 
bu i l d ings  and modifications. 

State management courses f o r  superv isory  employees inc lude a component 
on  dependent  care f o r  state workers .  

Discussion 

E v e r y  s ta te  has some fo rm o f  dependent care assistance f o r  i t s  
employees. Of  t h e  19 states w i t h  a t  least one on- o r  near-s i te  care center, 
on l y  f i v e  have programs t h a t  re f lec t  a statewide commitment t o  on-s i te  care. 
These a r e  Cal i fornia, I l l ino is ,  Massachusetts, New York ,  and Utah. However, 
most states have on ly  a few p i lo t  p ro jec t  faci l i t ies at t h i s  time. 

On-s i te  programs usual ly  requ i re  an employee-init iated request  f o r  t h e  
fac i l i t y  o r  a needs assessment p r i o r  t o  approval  f o r  a specif ic fac i l i t y .  

Cal i forn ia requ i res  t h a t  a t  least 51 p e r  cent  o f  a fac i l i t y ' s  board  o f  
d i rec tors  b e  state employees. Cal i fornia also requi res t h a t  new state 
bu i l d ings  w i t h  700 or more employees b e  designed t o  inc lude care faci l i t ies. 

State involvement i n  on-s i te  care services is general ly  l imited t o  
p r o v i d i n g  t h e  space and, i n  some instances, ut i l i t ies and maintenance 
services. A l l  states cont rac t  o u t  t h e  operat ion and administrat ion o f  on-s i te  
care services. Most r e q u i r e  t h a t  fees cover  operat ing costs. 

Six  states o f f e r  resource and re fe r ra l  services t o  t h e i r  workers .  

Leave benef i ts  t h a t  suppor t  dependent care were noted b y  several 
states, and are  probab ly  more widespread than i s  suggested by t h e  two 
su rveys  upon wh ich  t h i s  summary is based. 

Salary reduct ion DCAP's f o r  state employees are i n  ef fect  i n  f i v e  states. 
Washington is c u r r e n t l y  developing one. 
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TAXATION 

Federal and  State Provisions 

Federal and Hawaii tax  laws have t h r e e  prov is ions t h a t  specif ically 
address dependent care: 

ch i ld  and dependent care tax  c red i ts  f o r  employees' work- re la ted  care 
expenses, 

Dependent Care Assistance Programs (DCAP's) f o r  work-re lated 
dependent care expenses, and 

a prov is ion allowing 5-year  amortization of t h e  cost o f  buying,  
bui ld ing,  o r  rehabi l i ta t ing a day care center  i n  o r d e r  t o  retain o r  
a t t rac t  employees. 

Of  t h e  $6.9 b i l l ion federal expendi tures f o r  ch i l d  care i n  f iscal 1988 
( inc lud ing  Head Star t ) ,  $4 b i l l ion was a t t r i bu ted  t o  t h e  dependent care tax  
c red i t ; '  $65 mil l ion t o  t h e  Dependent Care Assistance Plan (DCAP) p r ~ g r a m ; ~  
and $2.5 mil l ion t o  tax  exemption f o r  el igible nonpro f i t  care fac i l i t ies. '  Thus, 
t h e  d i rec t  tax  c red i t  accounts f o r  well over  half o f  t h e  federal  out lay f o r  
dependent care and ref lects t h e  federal  government 's c u r r e n t  pol icy o f  
suppor t ing  employment-related dependent care t h r o u g h  federal  t ax  policy, 
ra the r  than d i rec t  f u n d i n g  of o r  par t ic ipat ion i n  program operat ion. 

While t h e  value of t h e  state DCAP and amortization prov is ions is not  
read i ly  available, state tax  r e t u r n s  f i led  in  1986 f o r  t h e  1985 tax  year  claimed 
$3.5  mil l ion in state dependent care tax  credi ts ,  u p  f rom $2.6 mil l ion t h e  
prev ious year .  Statewide, 4.9 p e r  cent  of al l  income tax  re tu rns  (21,182) 
claimed t h e  c red i t ,  r epo r t i ng  a tota l  o f  31,657 e l ig ib le dependents. '  

Ch i l d  and Dependent Care T a x  Cred i ts  

A tax  c red i t  is an amount which is subt rac ted  d i rec t l y  f rom t h e  
taxpayer 's  tax  l iab i l i ty ,  t ha t  is, t h e  actual tax  due. Cred i ts  d i f f e r  f rom tax  
deduct ions and tax  exemptions which are  amounts subt rac ted  o r  excluded f rom 
taxable income. 

The  federal dependent care c red i t  allows taxpayers t o  reduce the i r  tax  
l iab i l i t y  b y  a percentage of e l ig ib le dependent care expenses i n c u r r e d  d u r i n g  
t h e  tax  year .  The  percentage is determined by t h e  taxpayer 's  adjusted gross 
income (AGt ) .  The  maximum c red i t  i s  30 p e r  cent  of e l ig ib le expenses f o r  
those w i th  AGI o f  $10,000 o r  less. T h e  p e r  cent  d rops  b y  one percentage 
po in t  f o r  each $2,000 AGI i n  excess o f  $10,000 t o  t h e  minimum of  20 per  cent  
f o r  AGI over  $28,000. 

The  state dependent care c red i t  is one-half t h e  federal c red i t  and allows 
a maximum of 15 p e r  cent  o f  el igible costs decl in ing t o  10 p e r  cent  f o r  AGI 
ove r  528,000.' 
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T h e  maximum i n  dependent care expenses t h a t  can be  used t o  compute 
t h e  c red i t  unde r  t h e  federal law is $2,400 f o r  one dependent and $4,800 f o r  
two o r  more. Thus,  t h e  maximum federal  c red i t  is $720 f o r  one dependent 
(30 p e r  cent  o f  $2,400) and $1,400 f o r  two o r  more (30 p e r  cent  o f  $4,800). 
T h e  corresponding state maximums are  $360 and $700. 

T h e  costs o f  dependent care must  b e  i ncu r red  i n  o r d e r  t o  allow t h e  
taxpaye r  t o  be employed, b u t  do  inc lude cer ta in expenses f o r  household 
services as well as d i rec t  care o f  t h e  dependents. Care prov ided outs ide t h e  
home must  meet state and local regu la tory  requirements. 

A qua l i f y i ng  dependent must be: 

under  age 15 and e l ig ib le t o  be  claimed as t h e  taxpayer 's personal 
deduct ion, 

a dependent who could be  claimed as a personal deduct ion except f o r  
hav ing  gross income o f  $1,900 o r  more, b u t  is physical ly  o r  mentally 
unable t o  care f o r  one's self, o r  

a spouse who is phys ica l l y  o r  mental ly unable t o  care f o r  one's self .  

T h e  work- re la ted  expenses t o  which t h e  percentage i s  appl ied cannot be 
more than  t h e  taxpayer 's  earned income i n  t h e  case o f  single taxpayers, o r  
t h e  lesser of t h e  taxpayer 's  o r  t h e  taxpayer 's  spouse's earned income. 
"Earned income" is general ly  wages, salaries, t ips ,  s t r i k e  benef i t  payments, 
and  d isab i l i t y  payments. It does not  inc lude pensions, workers '  
compensation, o r  unemployment compensation. A student-spouse o r  disabled 
spouse is considered t o  have earned income of $200 p e r  month if t he re  is one 
qua l i f y i ng  dependent i n  t h e  home and $400 i f  t h e r e  are  two o r  more.' 

Dependent Care Assistance Programss 

T h e  value o f  employer p rov ided  benef i ts is general ly taxable income t o  
employees unless specif ical ly exempt under  t h e  l nternal  Revenue Code. One 
o f  these exemptions i s  a maximum of  $5,000 i n  el igible dependent care 
expenses when p rov ided  i n  compliance w i th  t h e  federal tax law ( IRC section 
129) f o r  DCAP's. 

T h e  def ini t ions o f  "dependent," "earned income", and "el igible expenses" 
a re  t h e  same f o r  DCAP's and dependent care c red i ts .  However, a DCAP must 
meet cer ta in addit ional requirements: 

t h e  plan must be  i n  w r i t i ng ,  

t h e  employee's r i gh ts  must be  enforceable, 

* employees must be g iven reasonable not ice o f  t h e  avai lab i l i ty  o f  t h e  
benef i ts  under  t h e  p lan ,  

t h e  plan must be  maintained f o r  t h e  exclus ive benef i t  o f  employees, 

* i t  must be t h e  in tent ion t o  maintain t h e  plan f o r  an indef in i te  per iod 
of time, 
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t h e  plan must no t  discr iminate i n  f avo r  o f  h i g h l y  compensated 
employees, and  

par t i c ipa t ing  employees must  be  g iven a yea r -end  statement of 
amounts pa id  o r  costs i n c u r r e d  by January  31 o f  each year .  

A DCAP can be  funded en t i re l y  o r  i n  p a r t  by t h e  employer, o r  en t i re ly  
by t h e  employee. T h e  employee's share can be  p rov ided  t h r o u g h  a salary 
reduc t ion  agreement. I n  t h e  case o f  salary reduct ion agreements, t h e  amount 
o f  t h e  salary reduct ion is determined by t h e  ind iv idua l  employee and need not 
b e  t h e  same f o r  al l  par t ic ipants i n  t h e  program. T h e  employer deposits the  
agreed upon amount o f  salary reduct ion i n  a special account f o r  t h e  employee. 
T h e  employee is then reimbursed f rom t h i s  account f o r  h i s  o r  h e r  actual 
dependent care expenses as they  are  incur red .  Without a DCAP salary 
reduct ion agreement t h e  employee's share o f  el igible costs is considered 
taxable income. '' (While taxable, these costs may s t i l l  b e  used t o  claim 
dependent  care tax  c red i ts .  ) 

Nei ther  t h e  amount o f  t h e  salary reduct ion n o r  t h e  value o f  dependent 
care services purchased is taxable t o  t h e  employee under  t h i s  t y p e  o f  
program. Addi t ional ly ,  t h e  salary reduct ion amount is no t  subject  t o  social 
secur i ty  t ax  f o r  e i ther  t h e  employer o r  t h e  employee. 

The  disadvantage o f  a salary reduct ion agreement is tha t ,  once agreed 
to, it is b i n d i n g  f o r  t h e  en t i re  p rogram year .  A n y  amounts no t  expended f o r  
dependent care d u r i n g  t h a t  year  a re  fo r fe i ted  by t h e  employee. Therefore, 
employees must t ake  care when est imating t h e i r  salary reduct ion f o r  t h e  
program yea r  . 

Dependent care costs covered under  DCAP programs may not  be  used t o  
claim dependent care tax  c red i ts .  Employees earn ing  under  $25,000 a year, 
i n  most cases, realize greater  tax  savings on dependent care expenses us ing 
t h e  c red i ts  ra the r  t han  par t i c ipa t ing  i n  a salary reduct ion DCAP." 

See Appendix D f o r  examp!es o f  t h e  tax  savings possible under  t h e  
c r e d i t  and DCAP opt ions. 

O the r  T a x  Considerat ions 

Real P rope r t y  T a x  

The  county  real p r o p e r t y  tax  laws prov ide  tha t  qual i f ied nonpro f i t  ch i ld  
care faci l i t ies may b e  granted an exemption. Owners o f  faci l i t ies must  app ly  
f o r  t h i s  exemption. 

Any  major improvements t o  a home made i n  o r d e r  t o  meet Family Ch i ld  
Care Home regis t rat ion requirements may increase t h e  taxable value o f  t h e  
bu i l d ing  f o r  p r o p e r t y  t ax  purposes. 



TAXAT I ON 

Employee T a x  L iab i l i t y  

Care p rov ided  i n  t h e  taxpayer 's  home may make t h e  taxpayer  l iable f o r  
cer ta in employer taxes such as social secur i ty  and  ~ n e m p l o y m e n t . ' ~  

Care  Prov iders  

A major t ax  consideration f o r  care p rov ide rs  is whether  t o  incorporate as 
a nonpro f i t  organizat ion. T h e  tax  advantages of exemption f rom state and 
federal  income taxes, state general excise tax, and possibly t h e  county  real 
p r o p e r t y  t ax  must  be  balanced against t h e  res t r i c t ions  imposed on 
nonpro f i t s .  " An addit ional advantage f o r  nonpro f i t  organizat ions is t ha t  
t h e y  may receive char i table cont r ibu t ions .  Providers should consul t  w i t h  a 
tax  prac t i t ioner  when making th i s  decision. 

T h e  self-employed sole p rov ide r  is engaged i n  a business ac t i v i t y  and 
l iable f o r  federal self-employment tax  (social secur i ty) ,  state 4 p e r  cent  
general excise tax  on gross income de r i ved  f rom t h e  business, and both  
federal  and  state income taxes. 

On t h e  p lus  side, self-employed p rov ide rs  are  also allowed cer ta in 
business deduct ions and depreciat ion on faci l i t ies and equipment on t h e i r  state 
and  federal income taxes. 

A l l  p rov iders  w i th  employees must pay  al l  payro l l  taxes such as t h e  
employer's share o f  social secur i ty ,  federal  and state unemployment insurance, 
and  state prepa id  health and temporary d isab i l i t y  insurance premiums. 

Cafeter ia Plans and Flexible Spending Accounts'"  

A DCAP can be  o f fe red  independent ly  o f  o the r  employee benef i ts o r  as 
one opt ion i n  a benef i ts package. A cafeter ia plan is a package o f  f r i n g e  
benef i ts  under  which t h e  employee may choose between cash and o ther  
permissible taxable benef i ts and nontaxable benef i ts .  A cafeter ia p lan is 
regulated by section 125 o f  t h e  IRC. A cafeter ia p ian must:  

be  a wr i t t en  plan, 

operate exc lus ive ly  f o r  t h e  benef i t  o f  employees, 

o f fe r  a choice of cash and taxable and nontaxable benef i ts,  and 

cannot discr iminate i n  f avo r  o f  key  employees fa col lect ively bargained 
plan is assumed t o  b e  nondiscr iminatory) .  

A f lex ib le  spending account is a t y p e  of cafeter ia plan tha t  allows cer ta in 
benef i ts  t o  be  paid f o r  w i th  p re tax  dol lars as is t h e  case w i th  DCAP's. The  
accounts can b e  funded ent i re ly  o r  i n  p a r t  by salary reduct ion agreements, 
o r  b y  t h e  employer. Benefi ts t ha t  may be  o f fe red  include: 

health, g roup  term, l i fe, d isab i l i t y  and  long- term care insurance 
premiums, 
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medical expenses n o t  covered by t h e  health plan b u t  considered 
deduct ib le under  IRC section 213, 

DCAP's, and 

qual i f ied g r o u p  legal services ( IRC section 120) 

Cafeter ia plans allow employees who are  no t  in terested i n  dependent care 
t o  choose o the r  benef i ts  t h a t  can be  purchased w i t h  p re tax  dol lars.  For  t h i s  
reason, employers concerned about  t h e  equ i ty  o f  t h e i r  benef i t  package may 
p r e f e r  t o  inc lude a DCAP as one o f  several opt ions i n  a cafeter ia p lan.  

Note: Effect ive January  1, 1989, f o r  Federal t ax  purposes:"  

Dependents must be under  age 13 f o r  t h e  purposes o f  t h e  federal 
dependent care c red i t  and DCAP program. 

T h e  care prov ider 's  name, address, and federal  tax  payer  
ident i f icat ion number must  be  inc luded on t h e  taxpayer 's  re tu rn .  

Employers must inc lude an explanat ion o f  whether  a DCAP o r  tax  
c red i t  i s  more advantageous t o  t h e  employee when o f fe r i ng  a salary 
reduct ion DCAP t o  employees. 

New rules app ly  w i t h  rega rd  t o  "of fset t ing"  dependent care 
expenses which a r e  i n  excess o f  amounts reimbursed under  a salary 
reduct ion DCAP when t h e  employee computes a dependent care tax  
c red i t  f o r  t h e  excess expend i tu res .  

Prepaid g r o u p  legal services may no longer be  funded w i th  salary 
reduct ion agreements. 



Chapter  8 

FINDINGS AND RECOMMENDATIONS 

F ind ings  

1. T h e  dependent care needs o f  Hawaii's labor fo rce  have not  been 
documented f o r  e i ther  p r i v a t e  o r  pub l i c  sector employees. However, census 
data indicate tha t  women w i th  minor  ch i ld ren  make u p  near ly  20 p e r  cent o f  
t h e  State's labor force.  T h e  national t r e n d  toward  more families w i t h  bo th  
parents work ing  and single parent  households indicates t h a t  t h i s  percentage 
can b e  expected t o  increase i n  t h e  f u t u r e .  As t h i s  occurs, t h e  need f o r  
appropr ia te  dependent care services outs ide the  home wi l l  increase. 

2.  The re  is no single solut ion t o  t h e  dependent care  issue. De l iver ing  
adequate and  appropr ia te  dependent care requi res documentation o f  c u r r e n t  
and projected types o f  care needed, and ident i f icat ion o f  t h e  program opt ions 
and  resources available t o  meet those needs. Employers' wo rk  fo rce  
requirements and care p rov ide rs '  f inancia l  and s ta f f ing  needs are  also key  
factors i n  t h e  equat ion. Thus,  employees, employers, and care prov iders  
must  work  together  closely t o  f i n d  t h e  best  answer t o  t h e i r  specif ic si tuat ion. 
Professionals i n  t h e  f i e ld  agree t h a t  a needs assessment should be  conducted 
p r i o r  t o  implementation o f  a specif ic program. 

3. State government has a ro le i n  t h e  de l ivery  o f  dependent care. 
U n t i l  recent years, most states, inc lud ing  Hawaii, have l imited t h e i r  
involvement t o  regu la t ing  care p rov ide rs  and o f fe r i ng  tax  rel ief  f o r  
employment-related dependent care expenses. T h e  Department o f  Human 
Services'  ru les f o r  care p rov ide rs  are  similar t o  those o f  many o the r  states. 
T h e y  address t h e  va l id  concerns raised by ch i ld  care outs ide t h e  home and do 
n o t  appear t o  b e  excessive o r  unreasonable. Hawaii t a x  law includes 
employment-related dependent care tax  rel ief  prov is ions t h a t  conform t o  t h e  
federal  tax law. 

4. I n  recent years, a number o f  states have expanded t h e i r  programs 
t o  include such act iv i t ies as d i rec t  loans o r  g ran ts  t o  care prov iders ,  t ax  
incent ives f o r  employers who o f f e r  care faci l i t ies and  services t o  t h e i r  
employees, and state- funded resource and re fe r ra l  services. Most a re  p i lo t  
programs a t  t h i s  time. 

5. States can serve as tes t i ng  grounds o r  models f o r  employer-assisted 
dependent care.  As employers, a number o f  states have recent ly  established 
programs such as p i l o t  day  care centers, resource and re fe r ra l  services, and 
Dependent Care Assistance Plans fDCAPCs) f o r  p repa id  dependent care 
expenses f o r  t he i r  employees. I n  t h e  states w i th  ch i l d  care centers, 
opera t ing  costs are usual ly  covered by program fees and  t h e  centers a r e  
operated and staf fed by nonstate employees under  contractual  agreements w i t h  
t h e  state. DCAP's a r e  funded w i t h  salary reduct ion agreements. Resource 
and  re fer ra l  services are  of ten state- funded programs. 
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Recommendations 

T o  Ass is t  b o t h  Publ ic a n d  Pr iva te  Sector Employees: 

1. Request t h e  Governor  t o  designate a "Ch i ld  Care Cabinet."  

T h e  cabinet  should be composed o f  d i rec tors  o r  f i r s t  deput ies o r  f i r s t  
assistants o f  t h e  state departments t h a t  have a major responsib i l i ty  re lat ing t o  
dependent  care. The  departments represented should inc lude Human Services 
( fac i l i t y  and program licensing, and p rov ide r  cert i f icat ion),  Business and 
Economic Development ( p r i v a t e  sector and small business l iaison), Of f ice o f  
Ch i l d ren  and Youth  (ch i ld  care coordinator),  and t h e  Community Colleges 
( t r a i n i n g  df care-g ivers ) .  The  cabinet  need no t  b e  l imited t o  these agencies. 

Appo in t ing  a c h i l d  care cabinet w i l l  re f lect  a pol icy level commitment t o  
c h i l d  care, and  p rov ide  a mechanism f o r  in terdepartmenta l  coordination o f  
specif ic programs.  

T h e  Legis lature can request  t h i s  action t h r o u g h  adopt ion of a concur ren t  
resolut ion. 

2 .  Ex tend  o r  reauthor ize t h e  posi t ion o f  t h e  c h i l d  care coordinator.  

As noted i n  recommendation No. 1, responsib i l i ty  f o r  t h e  d i f f e ren t  
aspects o f  dependent care is spread among several departments. I n  addit ion, 
t h e  counties, p r i v a t e  employers, and care p rov ide rs  are  also p a r t  o f  t h e  
p i c tu re .  State level responsib i l i ty  f o r  coordinat ion and liaison among all 
par t ies should be  ass~gned  t o  a specif ic posit ion. T h e  posit ion should have 
d i r e c t  access t o  t h e  ch i l d  care cabinet.  T h e  ch i l d  care coordinator i n  t h e  
Governor 's  Of f ice o f  Ch i ld ren  and Youth meets these requirements. T h e  
posi t ion of t h e  ch i ld  care coordinator,  which was created as a budget  
p rov is ion  in A c t  390, Session Laws o f  Hawaii 1988, section 5(102) wi l l  
terminate on June 30, 1989. T h e  posit ion should b e  extended o r  reauthorized 
f o r  a t  least one more year .  

T o  Assis t  t h e  Pr iva te  Sector: 

1 .  Complete t h e  statewide needs assessment author ized by t h e  
Legis lature d u r i n g  t h e  1988 Regular Session i n  A c t  390. 

T h e  needs assessment w i l l  serve two purposes. F i rs t ,  it wi l l  quan t i f y  
c h i l d  care needs b y  t y p e  of care and  location. It w i l l  also help i den t i f y  t h e  
specif ic areas where the re  are  shortages o f  prov iders,  sui table facil i t ies, o r  
t ra ined  personnel.  Second, it wi l l  p rov ide  a uni form statewide data base tha t  
can be  used t o  monitor changes i n  t h e  dependent care market .  

2.  In tegra te  t h e  information gained f rom DBED's program t o  promote 
pub l i c -p r i va te  par tnersh ips  i n  employer-sponsored c h i l d  care  w i t h  t h e  needs 
assessment f ind ings .  

T h e  DBED project  wi l l  p r o v i d e  valuable information on c u r r e n t  employer 
pract ices and at t i tudes toward  dependent care assistance. Th is  information 
and t h e  needs assessment f ind ings  wi l l  establish a basis f o r  determin ing (1) 
whether  addit ional state assistance in the area of work- re la ted  dependent care 
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is needed, and (21, if so, which o f  t h e  options ident i f ied in th i s  repo r t  can 
best  address t h e  problems. 

T h e  Off ice o f  Chi ldren and Youth should remain t h e  lead agency f o r  t h i s  
task .  

3. I d e n t i f y  programs t h a t  w i l l  assist t h e  p r i v a t e  sector's e f fo r t s  to 
meet employee's child care needs. 

If t h e  needs assessment and DEED'S informational program iden t i f y  areas 
o f  dependent care requ i r i ng  addit ional state support,  t h e  material i n  th i s  
repo r t  can b e  used t o  evaluate and select t h e  specif ic options and f inancing 
a l ternat ives appropr iate t o  meet those needs. (A r t i c le  X, section 1 o f  t he  
State Const i tu t ion provides, in part,  t h a t  " . . . no r  shall pub l ic  funds  be 
appropr iated f o r  t he  suppor t  o r  benef i t  o f  any  sectarian o r  p r i v a t e  
educational inst i tu t ion."  There  is no clear indicat ion o f  where "care" stops 
and "education" begins. Therefore, d i rec t  assistance t o  programs o r  faci l i t ies 
should b e  designed t o  avoid possible conf l ic t  w i th  t h i s  const i tut ional 
restr ic t ion.  

Th is  task  should b e  t h e  responsib i l i ty  o f  t he  Off ice o f  Ch i ld ren and 
Youth i n  cooperation w i th  t h e  Ch i ld  Care Cabinet. 

4. Establish an informational and  technical assistance program on 
DCAP's and cafeteria plans f o r  p r i v a t e  sector employers. 

Federal and Hawaii pub l ic  pol icy suppor t ing  t h e  DCAP approach t o  
employer-assisted dependent care was es tab l~shed by federal enactment o f  IRC 
section 129 and t h e  Legislature's decision t o  conform state tax  law w i th  
section 129. Employers in terested in establ ishtng o r  tmproving employee 
dependent care programs should b e  informed about t h e  provis ions o f  section 
129. Information on section 125 cafeteria plans could be presented as p a r t  o f  
t h i s  program. 

Th is  program should, by administ rat ive direct ive, b e  integrated w i th  
o ther  act iv i t ies o f  DBED tha t  assist t he  p r i va te  sector i n  the  area o f  
personnel relations. 

5. T h e  Department o f  Labor and Indus t r i a l  Relations should c l a r i f y  
whether  DCAP cafeter ia p lan salary reduct ions are subject t o  state payro l l  
taxes (workers  compensation, T D I  , and state unemployment). 

Lack of such guidance may inh ib i t  development o f  section 125/129 plans 
i n  t h e  p r i va te  sector. 

T o  Assist  State Employees: 

1. Complete detailed needs assessments for appropr iate groups o f  state 
employees where necessary. 

I t  is un l ike ly  tha t  t he  statewide needs assessment w i l l  be  su f f i c ien t ly  
detai led t o  reveal t he  specif ic needs o f  ai l  g roups of state workers.  T h e  wide 
va r ie t y  o f  types o f  jobs held by state employees, job locations, and care 
resources available in specif ic communities may requ i re  fol low-up assessments. 
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Funds should b e  p rov ided  t o  t h e  Of f ice o f  Ch i ld ren  and Youth t o  
conduct  these fo l low-up assessments. 

2. I d e n t i f y  appropr ia te  program al ternat ives f o r  state employees. 

I f  t h e  assessments indicate tha t  addit ional employer-assisted dependent 
care is needed, t h e  materials i n  t h i s  repo r t  can be used t o  i den t i f y  and 
evaluate t h e  available program and f inancing opt ions.  (See parenthet ical  note 
t o  recommendation 3 i n  t h e  preceding sect ion.) 

3. Inc lude a dependent care  component i n  state management courses 
f o r  superv ipory  employees. 

Superv isory  employees should be informed about  state personnel 
management prov is ions and policies concerning state workers '  dependent care 
needs. Th i s  w i l l  i nsu re  un i fo rm application o f  t h e  provisions, help prevent  
possible misunderstandings between superv isors and those they  supervise, 
and p rov ide  a system-wide source o f  information and assistance on dependent 
care. 

The  Department o f  Personnel Services should, b y  concur ren t  resolut ion 
o f  t h e  Legislature, be  requested t o  implement t h i s  recommendation. 

4.  O f f e r  a salary reduc t ion  DCAP t o  state employees. 

A DCAP funded t h r o u g h  salary reduct ion agreements can be  established 
a t  l i t t l e  o r  no d i rec t  cost t o  t h e  State. Savings f rom t h e  reduct ion i n  t h e  
employer's share of social secur i ty  contr ibut ions w i l l  o f fse t  a substant ial  
por t ion  o f  t h e  program's adminis t rat ive costs. Adminis t rat ion o f  t h e  program 
can be contracted out ,  perhaps t h r o u g h  t h e  de fer red  compensation commission 
o r  t h e  pub l ic  employees' health f u n d .  (Other  states t h a t  have established 
salary reduct ion DCAP's f o r  t h e i r  employees p rov ide  t h a t  t h e  reduct ions shall 
not  be  considered i n  computing pension benef i ts o f  re t i rees . )  

5. Consider conve r t i ng  t h e  f r i n g e  benef i ts  package f o r  state ernpioyees 
to an IRC section 125 cafeter ia p lan.  

Section 125 cafeter ia plans funded w i t h  salary reduct ion agreements allow 
employees t o  pay  t h e i r  share o f  cer ta in f r i n g e  benef i t  costs w i t h  before- tax 
dol lars. T h e y  also permi t  cer ta in addit ional items such as insurance premiums 
and medical costs no t  covered by t h e i r  basic plans t o  be funded t h i s  way. 
T h e  tax  savings f o r  employees under  cafeter ia plans va ry ,  b u t  can be  
s igni f icant .  Conversion t o  a section 125 plan should be  g iven serious 
considerat ion. (Appendix E g ives examples o f  section 125 plan tax  impacts of 
t h e  f lex ib le benef i t  accounts available th rough  HMSA.) 

This,  however, could be  an extremely complicated under tak ing  which 
should be  preceded by extensive analysis and p lann ing .  

I f  t h e  Legis lature wishes t o  fol low t h r o u g h  on t h i s  recommendation funds  
f o r  a comprehensive analysis b y  a professional benef i ts consul tant  should be  
appropr iated t o  t h e  Publ ic Employees' Health Fund.  
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T h e  analysis should be  conducted i n  cooperation w i t h  t h e  counties and 
t h e  pub l i c  employee labor  unions t o  ensure t h a t  statewide un i fo rmi ty  o f  t h e  
pub l ic  employee benef i ts p rogram wi l l  be  maintained, and  t h a t  responsib i l i ty  
f o r  administrat ion o f  t h e  program is assigned t o  t h e  appropr ia te  agency o r  
agencies. It should also: 

(1) Ident i fy  t h e  specif ic new benefits, i f  any, t o  b e  o f fe red  and t h e  
estimated revenue impact t o  t h e  State. (Pre l iminary estimates by 
t h e  Department o f  Taxat ion indicate a tax  loss of u p  t o  $1 mil l ion if 
c u r r e n t  employee health p lan cont r ibu t ions  were t o  be  o f fe red  under  
section 125 cafeter ia p lan) ;  and  

(2) Inc lude proposed legislation needed t o  implement t h e  
recommendations. 
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Appendix A 

REQUESTING A STUDY OF EMPLOYER-OFFERED CHILD CARE AS AN OPTIONAL 
PREPAID BENEFIT, PREPAID CHILD CARE AND LONG-TERM CARE 
BENEFIT OPTIONS. 

WHEREAS, Hawaii has one of the Nation's highest rates of 
mothers of small children who are in the work force; and 

WHEREAS, children in homes where both parents work, or in 
single-family homes where the sole parent works, need to be 
placed in some kind of safe and affordable day care facility 
while their parents are working; and 

WHEREAS, day care can be extremely expensive and the demand 
for licensed day care far exceeds the supply, putting licensed 
day care out of reach for many families who then must leave their 
children with unlicensed providers; and 

WHEREAS, Some employers have sought to relieve their 
parent-employees from the concerns associated with leaving their 
children in unlicensed or improperly supervised centers by 
providing day care on or near the premises; and 

WHEREAS, provision of day care in close proximity to a 
parent's place of employment decreases parent anxiety and enables 
the parent to easily see the child at lunch or in the event of an 
emergency; and 

WHEREAS, other employers have also recognized the 
seriousness of this issue and have sought to help employees by 
providing help with child care placement; and 

WHEREAS, some businesses have abandoned the typical standard 
benefit packages for their employees in favor of a more flexible, 
"cafeteria" type plan in which employees chose the benefits that 
are the most helpful to them, thereby making employees more 
content with their employers, which benefits the employers by 
increased stability and fewer of the costs associated with 
employee turnover and sick leave; and 
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WHEREAS, some of these cafeteria-type plans may include 
various day care options for children of employees; 

WHEREAS, Illinois has a model dependent care program whereby 
a parent, who is employed by the state, may defer up to $5,000 of 
his or her income in before-tax dollars to pay for a dependent's 
care, and after paying for the care, the parent transmits 
receipts for care and is reimbursed with tax-free dollars; and 

WHEREAS, the employee child care concerns may be resolved by 
having the State of Hawaii do the following: (I) establish a 
dependent care program similar to Illinois that provides tax 
breaks for parents; ( 2 )  establish child care centers where state 
agencies exist if there is a demand for these services; (3) 
operate a state child care program and hire state employees at 
reasonable salaries to administer quality child care; (4) 
subsidize the cost of child care for its employees; (5) utilize 
public schools to provide before and after school and vacation 
care for school-aged children; (6) consider voucher systems where 
employers contribute to the cost of child care for employees on a 
sliding-scale basis; or ( 7 )  provide flexible packages that allow 
more discretion in choice of benefits; and 

WHEREAS, a study must be made to determine the feasibility 
of providing prepaid child care or long-term care benefit options 
to address the needs of working parents with children under the 
age of eighteen; now, therefore, 

BE IT RESOLVED by the House of Representatives of the 
Fourteenth Legislature of the State of Hawaii, Regular Session of 
1988, that the Legislative Reference Bureau is requested to study 
the effects of employers in Hawaii offering their employees child 
care as an optional prepaid benefit, prepaid child care, or long- 
term care benefit options where the employee agrees to a 
corresponding decrease in other benefits; and 

BE IT FURTHER RESOLVED that the Legislative Reference Bureau 
report its findings and recommendations to the Legislature not 
later than twenty days prior to the convening of the Regular 
Session of 1989; and 

BE IT FURTHER RESOLVED that a certified copy of this 
Resolution be transmitted to the Director of the Legislative 
Reference Bureau and the Insurance Commissioner. 



Appendix B 

Once upon a time, three blind men came upon a elephant, and since 
they had never encountered such a thing before they were completely 
confused. 

Thefirst man felt the trunk of the elephant, and he imagined that it must 
look like a huge snake. 

The second man felt the elephant's leg, and he imagined that it must 
be an enormous tree. 

While the third man felt the side of the elephant, and thought it war 
a boulder in the path. 

Every one of the men had experienced the same thing, but each came 
away with a very different impression of the experience 

The fable about the blind men and the elephant is very appropriate to 
the discussion of Hawaii's Child Care issue. There are few of us that are 
not touched by the issue in some way, but we're all inclined to only think 
of it in the most immediate terms. And feelings about the financial respon- 
sibilities of Child Care are even more divided. 

So to keep from repeating the mistakes of the blind men and their 
elephant, Who's Watching Our Keikis? is going to try to take the broadest 
possible view of Hawaii's Child Care concerns. 

Child Care providers are helping to raise an entire generation of keikis, 
from infancy, to toddling, to preschool and through their school age years. 
We're counting on them to do a lot. We need their help and they need 
ours. It's time we got to know them a little better. 
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YOU CAN MAKE 
A DIFFERENCE! 

It may sound like a broken record, but you really 
can have an impact on the legislative process if you 
take the time to let your elected officials know how 
you feel. 

Petitions, post cards, and phone calls are fine, but 
legislators themselves admit that nothing beats a brief 
handwritten letter, and it will get read! Jot down some 
of your feelings about Child Care . . . if you agree 
with any or all of the For Kids' Sake Child Care "Ac- 
tion Plan,'' let them know. 

Here are some names and addresses to gel you start- 
ed, or you may wish to contact your local Represen- 
tative, Senator, or Council person. And don't forget 
that this is an election year. More than ever, your 
voice counts and your vote counts. 

But children can't vote. They have to count on the 
rest of us to "vote" for them. 

For Kids' Sake. 

Is child cam a pmbkm in Hawaii? Whow problem Ls it? 
Who can solve it? And how imponant am quality child carr 
ormrams? Join For Kids' Sake host Laura Soilcr for a 

Hon.John Waihee 
Governor, State of Hawaii 
State Capitol 
Honolulu, HI %813 

Senate President 
State Caoitol 
~onolul;, HI 96813 

Speaker of the House 
State Capitol 
Honolulu, HI 96813 

Hon. Daniel K. Inouye 
United States Senate 
722 Han Senate Office Bldg. 
Washington, D.C. 20510 

Hon. Spark Matsunaga 
United States Senate 
109 Hart Senate Office Bldg. 
Washington, D.C. 20510 

some .olutibns to'solvina the child care crunch in Hawaii. 

Hon. Daniel K. Akaka 
2301 Rayburn House Office Bldg. 
Washington, D.C. 20515 

Hon. Patricia Saiki 
1407 Longworth House Office Bidg. 
Washington, D.C. 20515 



Appendix C 

EHPLOYEE CHILD CARE SURVEY QUESTIONNAIRE 

l ' h i s  i s  a  s u r v e y  w h i c h  a t t e m p t s  t o  d e t e r m i n e  t h e  c h i l d  c a r e  n e e d s  o f  
employees .  It is  b e i n g  c o n d u c t e d  by (name o f  company). Your 
r e s p o n s e s  w i l l  h e l p  (name o f  company) a c q u i r e  a c c u r a t e  c h i l d  c a r e  
i n f o r m a t i o n .  These  r e s p o n s e s  w i l l  be  h e l d  i n  S t r i c t  c o n f i d e n c e  a n d  
your  anonymity  w i l l  be m a i n t a i n e d .  

GENERAL INSTRUCTIONS: H o s t  o f  t h e  q u e s t i o n s  may be  answered  by 
s i m p l y  p l a c i n g  a n  @lXll i n  t h e  a p p r o p r i a t e  box; o t h e r  q u e s t i o n s  a s k  
f o r  w r i t t e n  answers .  P l e a s e  a n s w e r  a l l  q u e s t i o n s  a s  a c c u r a t e l y  a s  
p o s s i b l e .  

PART I. CHILD CARE ARRANGEMENTS. I n  t h i s  f i r s t  s e c t i o n ,  we a r e  
i n t e r e s t e d  i n  l e a r n i n g  a b o u t  y o u r  p r e s e n t  c h i l d  c a r e  
p r a c t i c e s  and a r r a n g e m e n t s .  

1 .  Do you h a v e  dependen t  c h i l d r e n  who would  be  e l i g i b l e  (be tween 
i n f a n t  and  12 y e a r s  o l d )  f o r  a n  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  
program? 

a .  y e s  ( 1 
b. no ( ) If no,  p l e a s e  s k i p  t o  q u e s t i o n  number 1 4  

2 .  What a r e  t h e  a g e s  of t h e s e  c h i l d r e n ?  
a .  d. 
b. e. 
c .  -- f .  

3. How a r e  y o u r  c h i l d r e n  c a r e d  f o r ?  
a .  By your  s p o u s e  a t  home. ( 1 
b. By a  r e l a t i v e  a t  home o r  a t  y o u r  r e l a t i v e ' s  home. ( ) 
c .  By a  b a b y s i t t e r  o r  h o u s e k e e p e r  a t  home o r  away 

f rom home. ( 1 
d.  I n  a  f a m i l y  day c a r e  home. ( ) 
e .  I n  a  c h i l d  c a r e  c e n t e r .  ( 
f .  O t h e r  ( p l e a s e  s p e c i f y  ) :  ( 

4. When your  c h i l d  i s  s i c k ,  what  c h i l d  c a r e  a r r a n g e m e n t s  do you 
make? 

a .  You s t a y  a t  home. f ) 
b. Your s p o u s e  s t a y s  home f r o m  work.  ( 1 
c .  YOU? s p o u s e  i s  a  homemaker, t h e r e f o r e  t h e r e  i s  

no problem.  f f  
d. C u r r e n t  c h i l d  c a r e  a r r a n g e m e n t s  a r e  a d e q u a t e .  ( 
e .  You make o t h e r  a r r a n g e m e n t s  ( p l e a s e  s p e c i f y  1: f ) 



5. If you pay f o r  c h i l d  c a r e  s e r v i c e s ,  a p p r o x i m a t e l y  how much do 
you s p e n d  on c h i l d  c a r e  p e r  month?  

a .  S 

P A R T  11. C H I L D  CARE N E E D S .  Now t h a t  we h a v e  c o l l e c t e d  i n f o r m a t i o n  
on  your  p r e s e n t  c h i l d  c a r e  a r r a n g e m e n t s ,  we wou ld  l i k e  t o  
d e t e r m i n e  your  l e v  e l  of s a t i s f a c t i o n  w i t h  t h e s e  c h i l d  c a r e  
p r a c t i c e s .  

6. A p p r o x i m a t e l y  how many d a y s  a  y e a r  do you miss work b e c a u s e  of 
c h i l d  c a r e  p r o b l e m s ?  

a .  none ( 1 
b. one-f i v e  d a y s  ( ) 
c .  s i x - t e n  d a y s  ( ) 
d. more t h a n  t e n  d a y s  ( ) 

7. A p p r o x i m a t e l y ,  how many d a y s  a  y e a r  a r e  you l a t e  f o r  work 
b e c a u s e  o f  c h i l d  c a r e  p r o b l e m s ?  

a .  none f 1 
b. one-f  i v e  d a y s  ( 1 
c. six-ten d a y s  ( ) 
d. more t h a n  t e n  days  0 

8. Have you ever c o n s i d e r e d  q u i t t i n g  y o u r  j o b  b e c a u s e  of c h i l d  care 
p r o b l e m s ?  

a .  Yes ( ) 
b. No ( ) 

9 .  If y o u  pay f o r  c h i l d  c a r e  s e r v i c e s ,  do  y o u  h a v e  d i f f i c u l t y  i n  
f i n d i n g  q u a l i t y  c h i l d  c a r e  p rograms  a t  a n  a f f o r d a b l e  p r i c e ?  

a .  Yes ( ) 
b, No ( ) 

10 .  O v e r a l l ,  a r e  you s a t i s f  f e d  w i t h  y o u r  p r e s e n t  c h i l d  c a r e  
a r r a n g e m e n t s ?  

a .  Yes ( ) 
b. No ( 

PART 111. CHILD CARE HODEL OR OPTIONS.  Because t h e r e  a r e  a  v a r i e t y  
of 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  o p t i o n s ,  t h i s  s e c t i o n  
w i l l  g a t h e r  i n f o r m a t i o n  on t h e  t y p e s  o f  p rograms  which  
you b e l i e v e  b e s t  f u l f i l l  y o u r  n e e d s .  

1 1 .  Would you be i n t e r e s t e d  i n  a  company s p o n s o r e d  c h i l d  c a r e  
program? 

a .  Yes ( ) 
b. No ( ) 



1 2 .  Of t h e  d i f f e r e n t  t y p e s  o f  program o p t i o n s ,  what  w o u l d  be your  
f i r s t  c h o i c e ,  s econd  c h o i c e ,  t h i r d  c h o i c e ,  a n d  s o  on?  ( P l e a s e  
p l a c e  a  "1,' a l o n g s i d e  t h e  program t h a t  i s  your  f i r s t  c h o i c e ,  a  
"2" a l o n g s i d e  t h e  second  c h o i c e ,  a n d  s o  f o r t h .  Use e a c h  number 
o n l y  o n c e . )  

a .  F l e x i b l e  time ( 1 
b. J o b  s h a r i n g  ( 1 
c .  Permanent  p a r t - t i m e  work  ( 1 
d. P a r e n t a l  l e a v e s  of a b s e n c e  ( ) 
e. Resource and r e f e r r a l  

s e r v i c e s  ( ) 
f .  w o r k - s i t e  program ( ) 
g. Voucher-vendor s y s t e m  ( 1 
h. Other  ( p l e a s e ,  s p e c i f y )  ( ) 

13. C o n c e r n i n g  t h e  c o s t s  for  s u c h  programs,  would  you be w i l l i n g  t o  pay: 
a .  T o t a l  c o s t  ( 1 
b. P a r t i a l  c o s t  ( 1 
c. None of t h e  c o s t  ( f 

PART I V .  DEMOGRAPHIC IllFORMATIOU: F i n a l l y ,  we would l i k e  t o  know 
j u s t  a  l i t t l e  b i t  a b c - u t  y o u  s o  we c a n  s e e  how d i f f e r e n t  
t y p e s  of employees  f e e l  a b o u t  c h i l d  c a r e  i s s u e s .  

14 .  Age 

15 .  Male ( 1 Female ( 1 

16. G r o s s  Family i n c m e  p e r  y e a r .  
a .  under $10,000 ( ) 
b. $10,000 - $14 ,999  ( 1 
c .  $15,000 - $19 ,999  ( 1 
d.  $20,000 - $24 ,999  ( ) 
e. $25,000 - $29,999 ( ) 
f .  over  $30 ,000  ( 1 

Source: Honolulu (City and County), Office of Human Resources, 
"Employer-Sponsored Child Care, An Investment in Your 
Company's Future," Appendix C, pp. 27-29. 



', 
! SAMPLE QUES~~ONNA~RE~TEMLA~~~~  there to your 

I situation by changing the order, phroring, c t r  Usa multiple 
~hoice gnrwerr. (Note: Include statement cf purpow ond 
inrtnrctions for completing and returning the questionnaire.) 

1. Do you have children under 14 living with you? ( I f  not, 
answer on(? questions 1 through 8.) 

2 What is your job categon;? (exempt-nonexempt, man- > ager, union. erc.) 
if 3. What is your job title? Department? Location? ( i f  more 

i than one site) 
4. Whar hours do you iegularly work? What days? 
5. Do you work full or part time! 
6. Gender, age? 
7. Do you plan to have children within the next five years? 

i' 8. Has your work been more difficult during the lasr year 

3' owing ro other employees' chi ld care problems? 

i 9. Are you single, divorced, widowed, or separated? 
10. li yes, how much time does your child live wi th you? 

* 1 I. What is your zip code? 
j 12. How long have you worked for the company! 

I3. How do you get to work? 

$ 14. How long does it rake you to  get to work? 

p 15. I f  you are married, is your spouse employed? Full time? 

B. 16. Whar is rhe total family income? (Include that of al l  
adult( in your household, before taxes.) 

I! . . 17. Whar is the number of people supported by this 
income? 

IS. List the binhdays for each chi ld under 14 l iving with 

C you: 
Child no. I no. 2 erc. '* 99. Indicate preference o f  care for each child (someone in 

f my home, care in someone else's home, child care 

child o f  each age, scheduling, sick child care, etc.). 
which have you had difficuln; within the lasr year! 

21. How is each child currently cared for while you work! 
(include after school. summer, erc.) 

22. What days do you usually need childcare for each child! 
H w r s !  ~ ~ 

23. What is the average monthly amounr you spend for the 
caie o f  all your children while you work? (include sum- 
mer care. sick care, etc.) 

24. Is the care for your child(ren) located near work? Near 
home! 

25. How did you find your current childcare arrangements! 
How much time did you spend! 

26. Whar do you like most abour each arrangement? Least? 
(cost, location, quality erc.) 

27. Approximately how may days in the last year were you 
late t o  work, had to  leave early, etc., because of child 
care problems! 

28. Approximately how many days i n  the lasr year were you 
absent because o f  child caie difficulries! 

29. Who usually cares for your children when they are sick? 
30. How many rimes have you changed child care arrange. 

rnenrs i n  rhe lasr year? , 
31. I f  you could get the kind o f  child care you want at a 

reasonable cost, how would i r  affect your job! (change 
shihs, work p a n  rime, full rime, erc.) 

32. Would you prefer a child caie center near work! 
33. Would you attend workshops on  child care i f  they were 

available during working hours at your work site? 
34. Would you like t o  have written information about 

parenring and child care? 
35. Would you like t o  have professional help (at work) to 

locate appropriate child care? (information and referral 
7: center). sewice) 

9, to. Given some o f  h e  common problems related to  chi ld 36. I f  any o f  your children under 14 have special needs, 4 
care for working parents (qualiry, cost, location, de- indicate whar they are. s pendabiliry, transportation, finding appropriate care for 37. Suggestions or comments- 

e P 
Source: Baroara Adolf and Karol Rose, "Perceiving the heed, Delivering 

tl-e Options," Personnel .Journal, June 1986, Val. 65, No. 6, p. 61. 



Appendix D 

COMPARISON OF DCAP VS TAX CREDIT 

(Federal Impact Only) 

The following examples of t h e  tax impact of DCAP and dependent  care  
tax credit a r e  taken from "Providing a Section 129 Dependent Care Assistance 
Program Through a Section 125 Cefeteria Plan." Gabriel J .  Minc, Taxes-The 
Tax Magazine (May 1988) Copyright 1988 b y  Gabriel J. Minc. Applying 
Hawaii tax ijrovisions would increase the  tax savings in t h e  examples for  both 
the  DCAP and credi t  options. 

Table I-Tar BenrfitJ of a DCAP IVIwrr Emh Spowe Earnr $10,000 

The following table illustrates the tax benefits of a dependent care 
assistance program. It compares (I)  cash compensation, (11) a $5,000 
payment under a dcpendent care assistance program, and (111) the 
dependent care credit for a married individual earning $10,000 per year, 
whose spouse earns $10,000 per ycar, with one dependent child and 
$5,000 of dependent care expenses, chiming three exemptions and the 
standard deduction, and filing a joint return using 1988 tax rates. 

Gross ipcome . . . . . . . . . .  
DCAP gross 

income exclusion . . . .  
Adjusted gross income.. 
Standard deduction . . . .  
Exemptions . . . . . . . . . . .  

. . . . . . . .  Taxable income 
Income tax . . . . . . . . . . . .  
FIC-4 tax: 

. . . . . . . . .  Employee 
Employer . . . . . . . . .  

Employee's dependent 
care credit . . . . . . . . .  

Total tax liability : 
. . . . . . .  Employee 

Employer ......... 
Tax savings with 

respect to $5,000 
expenditure : 

Employee . . . . . . . . .  
......... Employer 

Cash Alternative 
(Without With 

DCAP or DCC) DCAP 

(111) 

With 
DCC - 

w * 0 0 0  

0 
~ , 0 0 0  
5,000 
5,850 
9.150 
1,373 

751 
751 

600 

1,524 
751 



Pemntage savings by using DCAP or DCC: 
DCAP - DCC - 

........................ Employee .P,5% U% 
Employer ......................... 7.5% 0 
Total ............................ .JO.Oqb lZqb 

Tobk 11-Tar B&s of a DCAP Whrrc Each Spouse Eonu$22500 

The following table illustmtes the tax benefits of a dependent care 
zssistance program. It compares (I) cash compensation, (11) a $5,000 
ppymmt under a dependent are assistance progrtm, and (111) the 
dependent care credit for a mamed individual earning $?2,500 per 
pus whose spouse earns =,%XI per year, with one dependent child 
a d  $5,000 of dependent rue expenses, claiming three exemptions urd 
the standard deduction, and filing a joint return using 1988 tax ntes. 

fsh Altmdw 
(Without With 

DCAP or DCCl DCAP - 
Gross income .......... 
DCAP gross 

income exdusion .... 
Adjusted gross income. . 

.... Standard deduction 
Exemptions ........... 
Taxable income ....... 
Income tax ........... 
FICA tur: 

Employee ......... 
Employer ......... 

Employee's dependent 
arc credit ........... 0 0 

Total tax liabiiity : 
Employee ......... 7.385 5.681 

......... Employcr 1m 1,314 
Tax savings with 

respect to 65,001) 
expenditure : 

Employee ......... 0 1m 
Employer ......... 0 376 

Percentage savings by using DCAP m DCC: 
DCAP - 

EmpIoyee ........................ .34.046 
....................... Employer 75% 

Total ............................. .41J% 



Toblc III-Tw Bclicj5t.s of a DCAP Whrre Eoch Spouse Eonr $ 3 0 m  

The  following table illustrates the tax benefits of a dependent care 
assistance program. It compares (I) cash, (11) r $5,000 payment 
under a dependent u r e  assistance program. and (111) the dependent 
care credit for a mamed indiridual earning $30,000 per year, whose 
spouse earns $30,000 per year, with one dependent child m d  $5,000 of 
dependent care expenses, claiming three esemptions and the standard 
deduction, and filing a joint return using 1988 tax mtes. 

(1) (11) (111) 
Gsb Altmative 

(Without With With 
DCAP or DCC) - DCAP - DCC 

.......... Gross income w,m Mo,m W90o0 
DCAP gross 

income exclusion .... 0 5.000 0 
Adjusted gross income. . 60,000 55,oOO 6060m 
Standard deduction .... s,m s,m 5.m 
Exemptions ........... 5,850 5,850 5,850 
Taxable income ........ 49.9 SO 44,150 49,150 
Income tax ............ gs's 8,495 9.m 
FICA tax: 

Employee . . . . . . . . .  2,253 1818 2253 
Employer . . . . . . . . .  2253 1,878 2253 

Employee's dependent 
care credit ........... 0 0 480 

Total tax Iibiity : 
Employee ......... 12,148 10.373 1 1,668 
Employer ......... 22.53 1818 W 3  

Tax savings with 
respect to $5,000 
expenditure: 

Employee ......... 0 1,775 480 
Employer ......... 0 375 0 

Percentage savings by using DCAP or DCC: 

DCAP - DCC - 
Ernployu ....................... .35.3% 9.6% 
Employer ........................ 7.5% 0 
TOW ........................... .43.096 9.6% 



To& IF'-Tar Brnrfitz of o DCAP 
Whcrt Each Spoar Earnr $45,000 

The following table illustrates the tax benefits of a dependent 
a r e  assistance progrim. It compares (I) a s h  compensation, (11) a 
$5,000 payment under a dependent care assistance program. and (111) 
the dependent care credit, for a married individual earning $45,000 per 
f u r ,  whose spouse u r n s  $45.000 per year, with one dependent child 
. ad  $5,000 of dependent a r e  expenses, claiming three exemptions and 
the standard deduction. and filing a joint return using 1988 tax rates. 

(1) (11) 
Cash Altmt iye  

(Without With 
DCAP or DCCI DCAP - 

Gross income . . . . . . . . . . 
=gross 

income exclusion . . . . 
Adjusted gross income.. 
Standard deduction . . . . 
Exemptions . . . . . . . . . . . 
Taxable income . . . . . . . . 
Income tax . .. . .. . .. . . 
FICA tax: 

Employee . . . . . . . . . 
Employer . . . . . . . . . 

Employee's dependent 
u r e  credit . . . . . . . . . . . 

Total tax liability : 
Employee . . . . . . . . . 
Employer . . . . . . . . . 

Tax savings with 
respect to $5.000 
expenditam : 

Employee . . . . . . . . . 
Employer . . . . . . . . . 

Percentage savings by using DCAP or DCC: 
DCAP 
P 

Employee . . . . . . . . . . . . . . . . . . . . . . . .40.5% 
Employer . .. . .. . . . .. . . . . . ... . . . . . 7.5% 
Total . . . . . . . . . . . . . . . . . . . . . . . . . . . .4S.m 

(111) 

With 
DCC - 

$90*c@o 

0 
Po.D'J0 
5m 
5w 

79,150 
18,657 

358C 
3 m  

480 

21557 
3 3 0  

480 
0 

DCC - 
9.6% 
0 

9.6% 



Appendix E 

EXAMPLES OF SALARY REDUCTION 
CAFETERIA PLAN T A X  IMPACTS 

The following examples of the tax impact of employee benefits funded with 
salary reduction agreements under a section 125 cafeteria plan are provided 
courtesy of the HMSA Flexible Spending Accounts Division. In the examples, ,' "dues" refers to health insurance premiums, medical" refers to accounts for 
medical expenses other than those covered by the employee's basic insurance. 
An employer's savings from reduced social security payments are in addition to 
the amounts identified in the examples. 

Single; Health Only. 

Married with Honemployed Spouse; Health and Some Additional Medical 
Costs. 

Two-Worker Family with One Child in Preschool; Health and Some 
Additional Medical Costs. 

Single with Health 100% paid by Employer; Additional Yedical Costs. 

Two-Worker Family with two children in Care Programs; Health, 
Additional Medical and Dependent Care. 

EXAMPLE 1 

Salary: 1,000 Pay Frequency: m Mwonthly B=bi-weekly !@weekly 
# of dependents: 0 Filing Status: s Mwarried S=single 
Dep. Care Credit: (# cared for: 0 Care cost: 0 spouse salary/month: 0) 

Monthly Salary 
less Dues 
less Medical 
less Dependent Care 

Taxable Salary 
less Fed/State/FICA taxes 

Pay after taxes 
less Dues 
less Medical 
less Dependent Care 
plus Dep. Care Credit: 

Net income 

Without FLEX 
1,000 

1,000 
280 
720 
25 
0 
0 
0 

695 
Annual Savings 

With FLEX 
1,000 

25 
0 
0 

975 
272 
703 

703 
9 6 

This is an estimate only. Your actual tax savings may be different from the 
estimate depending on what other income and deductions you have. 

70 



EXAMPLE 2 

Salary :  1 , 0 0 0  Pay Frequency: m M=monthly B=bi-weekly Wweekly 
# of dependents: 0 F i l i n g  S ta tus :  m M=married S=single 
Dep. Care Credi t :  (# cared fo r :  0 Care cos t :  0 spouse salary/month: 0 )  

Monthly Salary 
l e s s  Dues 
l e s s  Medical 
l e s s  Dependent Care 

Taxable Salary 
l e s s  Fed/State/FICA taxes  

Pay a f t e r  taxes  
l e s s  Dues 
l e s s  Medical 
l e s s  Dependent Care 
p lus  Dep. Care Credi t :  

Net income 

Without FLEX 
1 ,000  

1 ,000 
244 
756 

5 0 
20 

0 
0 

686 
Annual 

With FLEX 
1 ,000  

5 0 
20 

0 
930 
222 
708 

708 
Savings 264 

This  is an es t imate  only.  Your a c t u a l  t a x  savings may be d i f f e r e n t  from t h e  
es t imate  depending on what o the r  income and deductions you have. 

EXAMPLE 3 

Salary:  1 ,500  Pay Frequency: m M=monthly B=bi-weekly W=weekly 
# of dependencs: 2 F i l i n g  S ta tus :  m M=married Szsingle 
Dep. Care Credi t :  ( I /  cared fo r :  1 Care c o s t :  250 spouse salary/month: 1 ,000)  

Monthly Salary 
l e s s  Dues 
l e s s  Medical 
l e s s  Dependent Care 

Taxable Salary 
l e s s  Fed/State/FICA taxes  

Pay a f t e r  t axes  
l e s s  Dues 
l e s s  Medical 
l e s s  Dependent Care 
p lus  Dep. Care Credi t :  

Net income 

Without FLEX 
1 ,500  

1 ,500  
334 

1, I66  
100 

25 
250 

6 
797 

Annual 

With FLEX 
1,500 

100 
25 

250 
1 ,125 

219 
906 

906 
Savings 1 , 3 0 8  

This is  an es t imate  only. Your ac tua l  t a x  savings may be d i f f e r e n t  from t h e  
es t imate  depending on what o ther  income and deductions you have. 



EXAMPLE 4 

Salary: 1,500 Pay Frequency: m M=monthly B=bi-weekly W=weekly 
{I of dependents: 1 Filing Status: s Mzmarried Szsingle 
Dep. Care Credit: (if cared for: 0 Care cost: 0 spouse salaryJmonth: 0 )  

Monthly Salary 
less Dues 
less Sedical 
less Dependent Care 

Taxable Salary 
less FedJStateJFICA taxes 

Pay after taxes 
less Dues 
less Medical 
less Dependent Care 
plus Dep. Care Credit: 

Net income 

Without FLEX 
1,500 

1,098 
0 

100 
0 
0 

998 
Annual Savings 

Mlth FLEX 
1,500 

0 
100 

0 
1,400 

370 
1,030 

This is an estimate only. Your actual tax savings may be different from the 
estimate depending on what other income and deductions you have. 

EXAMPLE 5 

Salary: 2,000 Pay Frequency: m M=monthly B=bi-weekly Wweekly 
il of dependents: 3 Filing Status: m Mzmarried +single 
Dep. Care Credit: ({I cared for: 2 Care cost: 400 spouse salary/month: 1,500) 

Monthly Salary 
less Dues 
less Medical 
less Dependent Care 

Taxable Salary 
less FedfStateJFICA taxes 

Pay after taxes 
less Dues 
less Medical 
less Dependent Care 
plus Dep. Care Credit: 

Net income 

Without FLEX 
2.000 

2,000 
455 

1,545 
58 
20 

400 
10  

1,077 
Annual Savings 

With FLEX 
2,000 

5 8 
20 

400 
1,522 

309 
1,213 

This is an estimate only. Your actual tax savings may be different from the 
estimate depending on what other income and deductions you have. 
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