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The Rapidly Growing Home Care
Sector and Labor Force Participation

1. Introduction

The COVID-19 pandemic has shed light on the growing need for home care workers, who support
their elderly and disabled clients in their homes with activities of daily living, and on the challenges
of recruiting and retaining workers in the industry. This brief describes the state of the home care
sector and its connection to the economy. It looks at home care as a rapidly growing industry
facing significant challenges and at home care’s role in enabling working-aged family members to
participate in the labor force,' which supports the Federal Reserve’s maximum employment

mandate.

There is an expanding need for home care in the United States, as the proportion of the population
aged 65 and over rises.? Home care is projected to add the largest number of jobs of any
occupation over the next 10 years.? At the same time, home care workers earn low wages and face
challenging working conditions, factors that may be contributing to high turnover in the industry*

and a rising home care worker shortage.”

Although low wages pose challenges to home care worker recruitment and retention, long-term
care is unaffordable for many families. Medicaid pays for the majority of home care costs in the
United States; however, many states have Medicaid waitlists for long-term care, and Medicaid
eligibility requires individuals to have limited assets or to spend down the countable assets they
have.® To fill the long-term care affordability gap, many family members—disproportionately
women--provide unpaid care, often reducing work hours or dropping out of the labor force
entirely.” Studies estimating the economic impacts of increased public funding for home care find
that such investments have economic implications, such as reductions in worker turnover and in
reliance on social safety net programs, increases in tax revenues and consumer spending due to
wage increases, and higher salaries of those who would otherwise reduce their work hours or drop

out of the labor force to provide unpaid family care.®
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Improving home care worker wages, benefits, and working conditions and expanding access to
subsidized home care has significant equity implications as well. The home care workforce is
composed disproportionately of women of color and immigrant women.? Unpaid family caregivers
are also disproportionately women, many of whom reduce their own work hours or leave the labor

force when they lack sufficient access to affordable, professional home care.”

In 2020, many states used pandemic subsidies to expand eligibility for Medicaid-funded home care
services and to give home care workers retainer payments." However, with those subsidies
expiring, industry researchers have noted that many home care agencies have reduced the worker
recruitment and retention incentives they offered in 2020; thus, low wages persist, and worker
turnover rates remain high.” Improving pay, recruitment, and retention in this rapidly growing and
disproportionately women of color workforce could not only support this sector, but also enable

labor force participation and contribute to a more equitable economy.®

2. Professional Home Care Is a Growing and Challenged Sector

2.1 WhatIs Home Care?

Professional home care work is one of the fastest-growing occupations in the country and includes
a wide range of work activities that do not require a nursing degree to perform.” These tasks can
include support with bathing, dressing, using the toilet, mobility, cooking and mealtimes, cleaning,
medication reminders, basic wound care, companionship, and more. Home care work is also
described in different states and agencies by multiple titles, such as home health aide, personal

support worker, personal care worker, hospice home care worker, and more.”

Home care work is highly variable, and workers often serve multiple clients with different needs.
Home care workers may develop preferred work areas, such as in care needs related to hospice
care, dementia, autism, or other areas with specific support needs. The intensity and duration of this
care can be wide-ranging. Some clients may require around-the-clock support for months or years
at a time, while others may need support for a few hours per day or week indefinitely or for

different durations.

Clients and their families find this care through a wide variety of referral mechanisms, such as
primary and specialist medical professionals, case managers, managed care organizations,

medical discharge staff at hospitals, long-term care facilities, the U.S. Department of Veterans
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Affairs, state home care commissions, public or private registries, and word of mouth. Depending on
the state system, in addition to receiving care from unpaid family caregivers, clients and their
families may employ professional home care workers directly or through a public state agency, a
private home care agency, or a worker cooperative. Public programs, such as Medicaid or
Medicare, may pay for some of a client’s home care costs, or clients and their families may pay out

of pocket.

2.2 The Need for Home Care Is Rising

There are now over 56 million people aged 65 or older in the United States, including over 6.5 million
who are older than 85, the latter of which is the nation’s fastest-growing age demographic.” This
rapidly aging population has significant implications for home care. The population of older adults
who will need care and the younger workforce who will provide that care is not projected to grow

apace.”

Despite the home care worker shortage, both seniors and their adult children expect to increase
their use of professional home care, particularly for household supports and mobility assistance.”
The U.S. Department of Health and Human Services (HHS) estimates that 70 percent of adults who
are currently aged 65 and over will need long-term services and support at some point in their lives,
for an average of three years, with a growing number needing support for five years or longer.”
Ninety percent of those aged 65 or older in the United States want to age in place in their own

homes and communities.?°

Many experts consider aging in place with home care support to be the ideal form of long-term
care. It enables elderly individuals to remain in familiar and comfortable settings in their homes
while their physical and cognitive abilities decline with age.? Aging in place is associated with
several medical and emotional benefits because it enables individuals to maintain social ties and

autonomy.?

Home care fills a specific and rapidly growing niche in the long-term care continuum for elderly and
disabled individuals who desire to stay in their homes. For many, the COVID-19 pandemic has led to
anincreased awareness of home care as an alternative to long-term care facilities, which have

been particularly vulnerable to outbreaks of the virus.? Aging in place with professional home care

support is also less expensive than nursing home care.? In addition to supporting elderly individuals

The Rapidly Growing Home Care Sector and Labor Force Participation 5



to age in place, personal support aides provide home care to disabled individuals of all ages so

that they can maintain autonomy and independence in their own homes.

2.3 The Home Care Workforce Is Growing Rapidly

Due to our aging population and the support needs of disabled individuals, the need for home care
workers is growing rapidly. In the past decade, the home care workforce nearly doubled in size to
over 3.2 million workers.?> Among health care workers, home care workers are the largest
occupation, and they receive the lowest wages.? Home care is also one of the fastest-growing
occupations across all industries. The Bureau of Labor Statistics predicts that home care will add
more than 1.1 million new jobs by 2029, exceeding the numbers of new jobs projected to be added in
any other occupation.?’ However, the demand for home care workers still far exceeds the supply;
over half of home care employers report that they are serving more clients than they did in the

previous year, while struggling to recruit and retain skilled workers.?®

2.4 Who Are Home Care Workers?

Professional home care workers are disproportionately women of color. Nationally, 88 percent are
women, 44 percent are people of color, 38 percent are women of color, and 26 percent are foreign-
born. For comparison, the U.S. working population is 14 percent women of color and 17 percent
foreign-born. The median age of professional home care workers is 50 years old. 85 percent have

at least a high school diploma, including 12 percent who have an associate degree.?”

2.5 Home Care Workers Receive Low Wages and Face Racial Disparities

Home care workers earn the lowest wages of any health care occupation, with a median wage of
$12.15/hour and a median annual income of $25,280 in 2019. This increased to $13.02/hour and
$27,080 annually in 2020,* though those increases may prove temporary as they were largely due
to pandemic Medicaid subsidies.® Because of their unique employment situation and low median
wages, many home care workers struggle to access affordable, quality health insurance. Fifteen
percent of home care workers do not have health insurance. Of those who do, 35 percent are

covered under Medicaid.®

Within the home care workforce, stark racial disparities are evident in workers’ finances. Black and
Hispanic® home care workers tend to face higher rates of poverty than their white counterparts.

Twenty-five percent of Black home care workers and 23 percent of Hispanic home care workers
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are below the poverty line, compared with 16 percent of white home care workers. Black and
Hispanic home care workers also rely more heavily on social safety net programs that provide food
assistance and health insurance coverage. Thirty-six percent of Black workers and 37 percent of
Hispanic workers receive food stamps, compared with 21 percent of white workers. Thirty-five
percent of Black workers and 45 percent of Hispanic workers receive health coverage through

Medicaid, compared with 23 percent of white workers.**

Scholars have noted that the low wages and racial disparities that home care workers face are not
coincidental, but rather result from historical and contemporary racialized occupational
segregation.®® As domestic workers, home care workers were excluded from basic labor
protections, including minimum wage and overtime, under the Fair Labor Standards Act (FLSA) of
1938. At that time, the majority of domestic workers were Black women, and scholars have
documented that these exclusions were based in anti-Black racism.* Seventy-seven years later, in
2015, a Department of Labor rule change went into effect that expanded FLSA to include domestic
workers who do not primarily perform companionship services.*” This means that most home care
workers are now subject to the federal minimum wage and overtime standards.® However, several
states also maintain companionship exemptions. So, in cases where the state minimum wage is
higher or the state overtime standards are stronger than they are at the federal level, this can leave
home care workers earning the lower federal minimum wage or subject only to weaker federal

overtime standards.®

2.6 High Home Care Worker Turnover Has High Costs

Low wages and challenging working conditions contribute to high rates of home care worker
turnover. Home care worker turnover averages 65 percent over the course of a year,*° but many
workers leave earlier. Thirty-seven percent of home care workers leave their position within 90
days, including 21 percent who leave in the first 30 days on the job.” These high turnover rates
exacerbate the industry’s labor shortage, and the majority of employers in the field cite turnover

and worker shortages as their most significant challenges.*?

These worker shortages limit business growth and the ability to provide care for those who need it.
Seventy-four percent of home care providers report having to turn away clients referred to their
agencies due to worker shortages. On the other hand, the majority (52 percent) of home care

providers agree that increasing compensation and benefits is key to improving recruitment and
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retention.” Replacing a low-wage worker, such as a home care worker, is estimated to cost 16
percent of the worker’s annual wages.** Therefore, improving worker retention holds potential to

reduce employer costs from turnover even while increasing wages.

In addition to low wages, home care workers face several on-the-job hazards that contribute to
burnout and turnover. Home care is a physically demanding occupation, and home care workplace
injury rates are higher than the national average.*> Working in individual clients’ homes can be
isolating, leading to challenges in moving clients without help and to potentially dangerous
situations when clients or other people in the home become violent.* Fifty percent of home care
workers report experiencing verbal abuse on the job, 27 percent have experienced workplace
aggression, 24 percent have experienced workplace violence, 26 percent have faced sexual
harassment, and 13 percent have had to contend with sexual aggression. These hazardous working
conditions contribute to high turnover, as experiencing any of these forms of workplace abuse is
associated with heightened stress, depression, sleep problems, and burnout for home care

workers.?

3. Unpaid Family Caregiving Reduces Labor Force Participation

In addition to professional home care workers, who may include family members paid by public
home care funding in states where this is permissible, about 53 million people in the United States
provide unpaid home care for elderly and disabled family members or friends and neighbors.*® This
includes large numbers who are in their prime wage-earning years. The median age of unpaid
family caregivers is 51 years old. Eighty-two percent of these unpaid family caregivers* are under
age 65, while 46 percent are under age 50.%° The majority (61 percent) of family caregivers are
women. Unlike professional, paid home care workers, who are disproportionately women of color
and immigrants, family caregiver racial and ethnic demographics roughly reflect those of the

general population.®

A national study conducted by the American Association of Retired Persons (AARP) found that the
majority (89 percent) of unpaid family caregivers provide care to a family member. This figure
includes 50 percent who care for a parent or parent-in-law, 12 percent who care for a spouse or
partner, 8 percent who care for a grandparent or grandparent-in-law, and é percent who care for
an adult child, while about 10 percent care for a friend or neighbor.% Forty percent of family

caregivers provide care to someone in their same household, but this varies by race and ethnicity.
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Family caregivers of color are more likely than white caregivers to live in the same household as the
person they care for, with 51 percent of Asian American caregivers, 48 percent of Hispanic
caregivers, and 45 percent of Black caregivers living in the same household, compared with 36

percent of white caregivers.®

Additionally, large numbers of family caregivers provide care to multiple people (24 percent).*
While the majority of family caregivers provide care for adults only, 9 million people in the United
States are the primary caregivers for both adults and children with medical or behavioral
conditions or disabilities.* This figure includes members of the “sandwich generation,” who care for
elderly parents while also raising children.* These multiple caregiving responsibilities place
compounded physical, emotional, and financial strains on individuals and families as they navigate
employment and health care decisions. Further, the COVID-19 pandemic has placed additional
pressures on home care workers and unpaid family caregivers. Family caregivers have taken on an
average of nine additional unpaid caregiving hours per week to care for elderly and disabled

loved ones during the pandemic.”’

3.1Unpaid Caregiving Comes With Direct Costs and Opportunity Costs

Care is expensive, whether in institutional settings, by professional home care workers, or by
unpaid family caregivers. On average, unpaid family caregivers provide 24 hours per week of
unpaid labor. Seventy-eight percent of unpaid family caregivers cover an average of $7,242 out of
pocket each year in direct expenses, such as covering their family members’ rental or mortgage
payments, home accessibility modifications, or medical expenses.® These unpaid family caregivers
make financial sacrifices to provide unpaid care, with 45 percent experiencing at least one
financial impact. To pay for their loved ones’ care needs, 28 percent have stopped saving, 23
percent have taken on debt, 19 percent report not being able to pay bills on time, about 17 percent
reduce their own retirement contributions, 10 percent withdraw retirement savings, 30 percent use
personal savings, 14 percent reduce their own health care expenses, and 11 percent report being

unable to afford food and other basic expenses.

In addition to these direct costs, unpaid family caregiving incurs indirect costs in terms of reduced
labor force participation. Sixty-one percent of unpaid family caregivers report experiencing at
least one impact on their employment due to caregiving responsibilities. This can lead to

underemployment, as 15 percent of unpaid family caregivers reduced their hours from full- to part-
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time employment.®® Overall, more than half of unpaid family caregivers report needing to take time
off from work, reduce their work hours, or leave the labor force altogether to fulfill their caregiving

responsibilities.®’

When valued at a replacement wage, one estimate suggests that the average value of unpaid
family caregiving is estimated to be at least $111,000 per family over the average period of long-
term care® and $470 billion in total.®® However, this calculation of the value of unpaid family
caregiving labor is a calculation just of the value of the unpaid caregiving provided. This
calculation does not take into account the net loss to the economy of unpaid family caregivers who
incur costs to provide that care, including reduced income by decreasing their work hours or
leaving the labor force entirely. Such employment disruptions can have lasting impacts on
promotion opportunities, benefits eligibility, lifetime earnings, and retirement savings.® One study
found that family caregivers who leave the labor force early to care for aloved one lose an
average of $392,924 in wages, social security, and pension benefits. Cumulatively, this represents a

loss of about $3.9 trillion from unpaid family caregivers leaving the labor force over their lifetimes.*

Because the majority of unpaid family caregivers are women, these financial impacts have gender
equity implications as well. Compared with women, men who are unpaid family caregivers are
more likely to be salaried employees.® Notably, Black women are the demographic most likely to
juggle both unpaid caregiving and hourly wage work.¢” Overall, women caregivers drop out of the
labor force three times as often as men due to unpaid caregiving responsibilities, and 20 percent of
all unpaid family caregivers leave the labor force entirely.®® Almost half of unpaid family caregivers
who stopped working report that they had to stop paid employment because they needed more
time to provide care.®” Additionally, others cited employment barriers that prevented them from

continuing to work while caregiving, including lack of flexible hours and paid time off.”

In contrast, workplace leave benefits, where unpaid family caregivers are able to take paid time
off from work to provide necessary care, are associated with unpaid family caregivers’ being able
to continue working.” In addition to workplace leave policies, investments in professional home
care can also help unpaid family caregivers participate in the labor force. A Harvard study of the
impacts of state-level Medicaid policy that increased use of professional home care workers by 50
percent found that this increase resulted in professional home care workers replacing family
caregivers. This expansion of Medicaid-funded home care allowed family members—particularly

women-to participate in the labor force.”
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Specifically, among women caring for parents, for every 2.4 to 3 women whose parents received
professional home care due to this policy, an additional woman was able to work full-time.”*Such
support for professional home care has the potential to help a large number of family caregivers
participate in the labor force, because currently only 36% of unpaid family caregivers have any
form of professional, paid caregiving support,.”* Although expanded Medicaid has allowed more
women who care for parents to participate in the labor force, the benefit is limited to those eligible
for Medicaid. Nevertheless, making home care accessible and affordable to more families may

have significant implications for equitable economic growth.

Supporting unpaid family caregivers to participate in the labor force also could result in significant
economic gains.”” An AARP study with family caregivers who are 50 years old or older estimates
that supporting them to participate in the workforce could lead to additional GDP growth of 5.5
percent in 2030 and 6.5 percent in 2050.7¢ As 46 percent of family caregivers are under age 50,
supporting all family caregivers to participate in the labor force has the potential to deliver even

greater gains to the economy.

4.Home Care Is an Expanding but Fragmented Industry

The U.S. home care market is growing rapidly, with revenue rising from $78.5 billion in 2011 to $109.6
billion in 2021”7 It is a fragmented market in terms of number and types of providers, employment
relationships, funding sources, referral mechanisms, and varying state regulations. In addition to
home care workers who are employed directly by clients without a third-party public or private
agency joint employer, there are 429,045 registered home care businesses. No single entity has
more than a 5 percent market share.”® The majority of registered establishments are small
businesses, with 77 percent employing fewer than 50 workers, including 63 percent that have fewer

than 20 employees.”

Because these small businesses may struggle to access capital, some community development
financial institutions (CDFls) are stepping in to fill this financing gap. On the other end of the
spectrum, as the industry and the need for home care grows, hospitals and large health care
corporations are increasingly considering adding hospice home care and other home care services
to their business models. Home care worker associations have also created worker cooperatives
and nonprofit partnerships to administer referral networks in an effort to set industry standards and

help clients find home care workers. Depending on the state and funding sources used to pay for
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home care, clients then employ these workers either directly or jointly with a public agency or

private company.

4.1Home Care Costs and Funding Sources

Since home care allows individuals to stay in their homes, it is a less expensive long-term care
option than nursing home care.® Still, home care is unaffordable for many, costing $4,576 per month
or $54,912 per year, on average, nationally.®’ Long-term care costs are expected to continue to
increase across the board, with home care costs projected to increase to $6,150 per month or

$73,797 per year, on average, by 2030.%

Public funding covers about 71 percent of all home health care nationally.® This figure includes a
small amount of home care for more acute, shorter-term cases, such as hospice care, which is more
likely to be covered by Medicare and private health insurance. It also includes the larger portion of
publicly funded home care support with activities of daily living, which is covered by Medicaid and
paid for out of pocket. State, local, and smaller federal sources of home care funding, such as

funding from the U.S. Department of Veterans Affairs, cover some home care costs as well.

States determine how these public funds for home care can be spent. Publicly funded home care
varies by state and caninclude contracts with private agencies or consumer-directed home care
selection that is reimbursed by state agencies for eligible clients. In many consumer-directed state
programs, the majority of home care workers are family members of their clients. This allows family

caregivers to participate in the labor force, though their wages and earning potential are limited.®

However, public funds for home care are limited. This means that not every elderly or disabled client
receives all the home care hours they need, or any hours at all. In 2018, there were about 820,000
adults on state Medicaid waitlists for home care.®® Even in states without Medicaid waitlists, many
families struggle to access sufficient affordable care. To qualify for Medicaid, individuals must
spend down countable financial assets first, based on state limits.® This requirement may leave
many in financial limbo—unable to adequately pay for care out of pocket and unable to qualify for

publicly funded care.

Nationally, private long-term care insurance does not adequately fill this gap, as it is expensive and
relatively uncommon, comprising only about 10 percent of industry revenue.®” The long-term care

insurance industry also has contracted significantly in recent decades,® with the numbers insured
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decreasing while premiums rise and benefits stagnate.?” In practice, individuals and their families
may combine publicly funded home care with additional hours paid for out of pocket through
private home care agencies or directly to individuals, and fill in gaps with unpaid family

caregiving.”®

5. Implications for Policy and Practice

Home care is essential for the U.S. economy and for the autonomy of disabled individuals and the
rapidly growing older population. Professional home care enables unpaid family caregivers, who
are disproportionately working-aged women, to participate in the labor force at their regular hours
and salary levels.” However, numerous challenges in this industry remain. Home care is
unaffordable for many families, and Medicaid subsidies may be difficult to access with specific

eligibility requirements® and state waitlists.”

Low wages and challenging working conditions also pose obstacles for home care worker
recruitment and retention,” with turnover at 65 percent annually.?® Increasing wages and benefits
holds potential for reducing worker turnover, and jurisdictions that have done so have seen
significant declines in turnover.” Some studies also estimate that increasing home care worker
wages could result in overall gains to the economy and public savings,” as home care workers

would be less reliant on public safety-net programs.”®

In addition to wage increases, expanded access to benefits—either publicly provided or employer
provided—is associated with reduced home care worker turnover.”” Professional development
opportunities for home care workers that are tied to wage increases and improved competencies
in specialization areas can lead to greater worker satisfaction, with implications for worker
retention.’® Some jurisdictions have created shared services models to deliver such benefits, as
well as worker training.”'Because the home care industry has varied and unique employment
structures, shared services models may facilitate providing benefits and career ladders to workers
who otherwise might struggle to access workplace benefits or increased wages and training. To
support these efforts and the small businesses that make up the majority of registered home care
firms in their efforts to increase worker recruitment and retention, CDFls may consider how best to
support agencies with access to smaller capital loans. CDFls are particularly well positioned to
consider the needs of such small businesses that are operated by and serve low- and moderate-

income people of color.
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Additionally, access to paid-leave benefits has a significant effect on labor force participation of
unpaid family caregivers, who are more likely to remain employed if they can take paid leave to
care for loved ones.'” Expanded funding for home care through public trust worker payroll tax
models,'® employer-provided long-term care insurance, or expanded eligibility for Medicaid could
be explored to support unpaid family caregivers’ labor force participation.'® Multiple stakeholders
across sectors have an opportunity to support labor force participation and equitable economic

growth by engaging with this rapidly growing sector.
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benefits, and shared-services models are in place in multiple jurisdictions for child care (see, for

example: Shared Services as a Strategy to Support Child Care).
12 AARP. May 2020. “Caregiving in the U.S.: Family Caregiving.”
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https://ici.umn.edu/products/gJxE0bVHSEewxX_fEu--2Q
https://ici.umn.edu/products/gJxE0bVHSEewxX_fEu--2Q
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https://slu.cuny.edu/wp-content/uploads/2021/03/The-Case-for-Public-Investment-in-Higher-Pay-for-New-York-State-H.pdf
https://www.aarp.org/content/dam/aarp/ppi/2020/05/full-report-caregiving-in-the-united-states.doi.10.26419-2Fppi.00103.001.pdf
https://ethndis.org/edonline/index.php/ethndis/article/view/1302/2020
https://ethndis.org/edonline/index.php/ethndis/article/view/1302/2020
https://ethndis.org/edonline/index.php/ethndis/article/view/1302/2020
https://files.eric.ed.gov/fulltext/ED583847.pdf
https://www.aarp.org/content/dam/aarp/ppi/2020/05/full-report-caregiving-in-the-united-states.doi.10.26419-2Fppi.00103.001.pdf

19310 2019, Washington State passed the first state-level social insurance program for long-term care.
Workers contribute $0.58 per every $100 earned to a trust for a specified number of years. Those
who are eligible receive a benefit of up to $36,500 toward the costs of long-term care, including
home care. This is just one possible model for addressing the home care affordability gap,
especially for families who do not qualify for Medicaid but struggle to afford to pay out of pocket
for home care. Washington State Department of Social and Health Services. “Long-Term Services

and Supports Trust Act.”

104 Shen, Karen. May 12, 2021. “Who Benefits from Public Financing for Low-Income Seniors?” Harvard

University Department of Business Economics Job Market Paper.
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