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Lack of Protections for Home Care Workers
Overtime Pay and Minimum Wage

market has brought sweeping change to the structure

of family life and who cares for family members. One
consequence of this phenomenon was the development of a
category of paid workers—the home care worker—to provide
care that had previously been performed by women in the home.
Today, our society depends, in part, on the caring labor of many
paid professionals to supplement the unpaid family care of the
elderly and disabled adults. As baby boomers enter retirement
and the need for care at home rises even more, the demand for
a skilled and stable paid home care workforce is stronger than
ever. In fact, the Bureau of Labor Statistics projects that the home
care workforce will grow from 1.7 million to 2.6 million by 2018,
making it one of the fastest growing occupations in America.!

Home care workers (home health aides and personal care
aides combined) make up more than half of the paid direct
care workforce (see Figure 1).? These aides assist clients in their
homes with personal and household duties such as bathing,
dressing, shopping, cleaning, and meal preparation, as well as
routine healthcare such as changing bandages and dressing
wounds.’ Some also help clients by performing simple medical
tasks such as administering medication and checking tempera-
tures. Hospital aides, nursing home aides, and home care aides
engage in similar work for their clients, even though they work
in different institutional settings. Yet, home health aides and
personal care aides have higher poverty rates (20 percent and
28 percent, respectively) than hospital aides and nursing home
aides (about 12 percent for both). In addition, they typically
work fewer hours per week, have lower rates of health insur-
ance coverage, rely on public assistance to a greater extent, and
receive lower hourly wages.*

One underlying factor involved in the lower hourly wag-
es paid to home care workers is that they are not covered
under the Fair Labor Standards Act of 1938 (FLSA). The
FLSA created basic wage protections for workers, includ-
ing a minimum wage and overtime pay, and the intent was
to address “starvation wages and intolerable hours In
1974, the FLSA was amended to include “domestic service”
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« In 2010, 12 percent of personal care aides
and 9 percent of home health aides, the two
classifications of home care workers, worked
overtime (more than 40 hours per week) at their
main job, a larger percentage than hospital aides
(7 percent) and nursing home aides (5 percent).
Personal care aides earned the lowest median
hourly wages ($9.33 per hour), followed by
home health aides ($9.62 per hour), nursing
home aides ($10.99 per hour), and hospital aides
($12.00 per hour).
Patterns in overtime and median hourly
wages are similar across rural, central city, and
suburban places.
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workers employed in private households working, for
example, as cooks, butlers, valets, maids, housekeepers,
governesses, janitors, laundresses, caretakers, handymen,
gardeners, and family chauffeurs.® The 1974 amendment
also created an exemption from minimum wage and over-
time pay for one segment of domestic service employ-
ees—those employed “to provide companionship services
for individuals who (because of age or infirmity) are
unable to care for themselves...”” This companionship ex-
emption included paid workers employed by third-party
agencies. The intent of Congress was not to deny coverage
to employees whose “vocation” was domestic service, but
rather to exempt casual babysitters and companions who
were not regular breadwinners or responsible for their
families’ economic support.® Yet in reality, home care
workers’ wages support families with children, often as
sole breadwinners.’

In December 2011, the Department of Labor issued
proposed rule changes to the FLSA that would narrow the
companionship exemption so that most home care work-
ers would no longer be exempt from overtime pay and
minimum wage requirements.'’ The home care workforce
has changed substantially since the 1974 companionship
exemption was put into place, a time when fewer elderly and
disabled adults required paid care to remain in their homes
when they needed medical assistance or help with daily ac-
tivities."* Today, it is a growing and critical part of the adult
care industry, with official counts at 1.7 million paid workers
assisting clients in their homes.'? Others estimate the work-
force to be closer to 2.3 million.**

The FLSA companionship exemption has led to substan-
dard working conditions in the form of suppressed wages
and long work hours among some of the home care work-
force, contributing to difficulty in retaining and recruit-
ing workers to this field. Low wages have been shown to
contribute to the high level of turnover and impede efforts
to improve quality of care among the direct care workforce,
including home care aides.!* Thus, providing basic wage
protection to home care aides is likely to improve job qual-
ity and make it easier to attract and maintain workers. This
brief examines overtime hours and hourly wages among
home health aides and personal care aides (many of whom
are not currently covered by the FLSA), and compares
them with hospital aides and nursing home aides, a group
that is typically covered by the FLSA.

Overtime and Part-Time Hours

On average, in 2010 paid direct care workers spent 34
hours per week working at their main job, fewer hours
per week than the typical U.S. worker spent working (38
hours per week).'* Home health aides and personal care
aides worked fewer hours per week than hospital aides
and nursing home aides (on average 33 hours per week
among both groups of home care aides compared with 35
hours per week and 36 hours per week among hospital
aides and nursing home aides, respectively).

Overtime is relatively uncommon among the direct care
workforce, with about 9 percent of these workers report-
ing more than 40 hours worked per week (see Figure 2).

In 2010, 12 percent of personal care aides and 9 percent of
home health aides worked overtime (more than 40 hours
per week), a larger percentage than hospital aides (7 percent)
and nursing home aides (5 percent). This discrepancy may
be due to the exemption status of personal care aides and
home health aides under the FLSA, which denies overtime
pay for home care aides, but requires it for hospital aides and
nursing home aides. Due to this requirement, hospitals and
nursing homes may curtail overtime. The lack of required
overtime pay for home care workers may be one of the fac-
tors encouraging the use of high-hours staffing for clients
who need around-the-clock care.'® But research shows that
long work hours may contribute to work-related injuries,
undermine the quality of care, and increase turnover, which
is costly for the employer.”” Overtime among home care
aides is similar in rural, suburban, and central city areas.

FIGURE 2. DISTRIBUTION OF AVERAGE WEEKLY HOURS
WORKED AT MAIN JOB, 2010
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Another important feature of direct care employment is
the prevalence of part-time hours, particularly among home
health aides and personal care aides.'® A large proportion,
more than 40 percent, of home health aides and personal
care aides work fewer than 35 hours per week. Part-time
work is less common among hospital aides (30 percent) and
nursing home aides (25 percent).

The majority of part-time workers work part time for
voluntary reasons. However, involuntary part-time work
for reasons such as slack work or business conditions, or
situations where workers can only find part-time or sea-
sonal work, indicate underemployment or an unmet need
for more work hours. Involuntary part-time work is more
common among home health aides and personal care
aides than among hospital aides and nursing home aides
(see Figure 3). It is likely that some of the increased costs
projected to arise from requiring overtime pay for home
care aides could be avoided by redistributing work hours
to those who indicate a desire for more work hours. Cur-
tailing underemployment could also decrease turnover,
as workers who want more hours may leave in search of
full-time options.

FIGURE 3. PERCENT WORKING PART TIME FOR
INVOLUNTARY REASONS, 2010
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Hourly Wages

Currently the Federal minimum wage is $7.25 per hour. Figure
4 shows there is a clear hierarchy in wages between the differ-
ent types of direct care workers, with hospital aides earning the
highest median hourly wages ($12.00 per hour), followed by
nursing home aides ($10.99), home health aides ($9.62), and
personal care aides ($9.33). This same hierarchy is maintained
across place, but wages are lowest in rural areas and highest in
the suburbs (see Table 1). These hourly rates are often for direct
care hours only, as workers typically are not paid for travel time
between clients or reimbursed for travel costs, which lowers
their real hourly wages.

Yet, median wages mask the fact that some workers are
paid lower than the minimum wage. The median hourly wage
of $9.33 paid to personal care aides means that half of these
workers receive a wage above $9.33, and half receive a wage
below it. Another measure of wages is to look at the wage paid
to those who are in the lowest quartile of wages, or the wage
paid to the lowest quarter of workers. Figure 4 shows that one
quarter of personal care aides earn less than $6.59 per hour (the
lowest quartile hourly wage), and one quarter of home health
aides earn less than $7.21 per hour, while hospital aides and
nursing home aides had higher quartile hourly wages. Again,
this discrepancy is likely due in part to the exemption status
of personal care aides and home health aides that denies them
minimum wage protection under the FLSA. The same pattern
is seen across place, with personal care aides and home health
aides having lower quartile hourly wages compared with hospi-
tal aides and nursing home aides (see Table 1).

FIGURE 4. MEDIAN AND LOWEST QUARTILE HOURLY
WAGES, 2010
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TABLE 1. MEDIAN AND LOWEST QUARTILE HOURLY
WAGES BY PLACE, 2010

Direct Nursing  Home Personal

All Hospital
Care N Home  Health  Care
Workers Workers Aides Aides  Aides  Aides
Rural
Median hourly wage $14.42  $9.62 $1042 $10.12  $875  $8.65

Lowest quartile hourly wage ~ $9.58  $6.73  $8.17  $7.69  $632  $6.00
Central City

Median hourly wage $16.83  $10.26 $11.22 $11.09  $9.62  $9.44

Lowest quartile hourly wage ~ $10.10  $7.69  $8.97  $865 $7.69  $6.82
Suburban

Median hourly wage $1833  $11.50 $14.42 $12.02 $11.06  $9.62

Lowest quartile hourly wage ~ $11.11 $8.46  $10.00  $9.62  $7.69  $7.21

Source: 2011 CPS Annual Social and Economic Supplement



4 CARSEY INSTITUTE

Conclusion

Narrowing the companionship exemption to cover home
care workers employed by third-party agencies will increase
costs. The Department of Labor projects that the average an-
nualized cost of the rule change will total about $4.7 million
per year over ten years.'” Opponents of the rule change fear
that states and employers will be forced to cut care for adults
and persons with disabilities in order to pay home care aides
the minimum wage and overtime pay. They also point out
that travel time between clients and overtime pay are gener-
ally not reimbursed by Medicaid and Medicare—the largest
funder of the cost for providing home care services.” Ironi-
cally, the Medicaid program views the work of home care
workers not as companionship since they do not reimburse
for simple companionship or custodial observation, but
rather for assistance that is necessary and directly related to
activities of daily living, i.e., personal care services.?'

Several states already mandate employers of home care
workers to meet labor standards and pay overtime and
minimum wages.” Experience in these states suggests that
the costs to employers can be managed through improved
scheduling and management of overtime usage. For example,
in New York City, Cooperative Home Care Associates—an
agency that pays workers a premium overtime rate—limited
overtime to less than 10 percent of all hours through the use
of a tracking system.”® And in Illinois, Community Care Sys-
tems, Inc. reduced its overtime costs when the state required
minimum wage and overtime pay for home care workers by
more evenly distributing hours among workers and carefully
tracking worker time.

Since the high incidence of involuntary part-time work
among the home care workforce demonstrates a demand
for more work hours, reassigning work loads could facili-
tate the minimization of overtime pay. These examples can
provide a blueprint for efficient ways to transition to the
FLSA standards.

The data in this brief suggest that narrowing the compan-
ionship exemption would benefit workers by raising their
wages, improving the quality of care for clients, and reduc-
ing turnover. Increased wages—even just to the minimum
wage—among the home care workforce could help reduce
poverty (and reliance on public assistance), as well as child
poverty since many home care workers’ wages support fami-
lies with children. Narrowing the companionship exemption
could also help the nation’s economy by improving job qual-
ity, stabilizing the home care workforce, and encouraging
new workers to enter the profession.

Data Used

This brief uses data from the 2011 U.S. Census Bureau’s Current
Population Survey (CPS) Annual Social and Economic Supple-
ments (ASEC). The CPS provides a nationally representative
sample of households and the individuals in those households,
and collects demographic, economic, and employment infor-
mation. The CPS is a widely used source of data on labor force
issues in the United States, and provides official government sta-
tistics on employment, poverty, and health insurance coverage.

Following the methodology developed by Candace Howes
and Kristin Smith for Chapter 4, “Paid Care,” in For Love and
Money: Care Provision in the U.S. (edited by Nancy Folbre and
forthcoming in 2012), the direct care workforce is identified
based on both occupation and industry variables in the CPS for
the longest job held in the previous year, or in 2010. By includ-
ing both occupation and industry in the definition we can
exclude occupations or industries that are not generally consid-
ered part of the direct care workforce (such as health aides that
work in manufacturing plants), and assign more distinct clas-
sifications of care workers than the occupational grouping alone
allow. See Howes, Candace, Carrie Leana, and Kristin Smith,
Chapter 4, “Paid Care” for more details on this methodology.

Hours worked are the usual hours worked per week in 2010
among paid workers working at one job only. The hours worked
variable collects usual hours worked at all jobs, thus by select-
ing only workers with one job we eliminate the possibility of
overtime hours due to multiple jobs. Results (not shown) are
similar between those who work at one job and those who work
at multiple jobs, as only approximately 10 percent of direct care
workers hold more than one job. The analysis of reasons for vol-
untary and involuntary part-time work are computed using the
variable PRPTREA, based on Bureau of Labor Statistics defini-
tions for economic (involuntary) and noneconomic (voluntary)
reasons presented in “Table 20: Persons at work 1 to 34 hours
in all and in nonagricultural industries by reason for working
less than 35 hours and usual full- or part-time status;” found
at http://bls.gov/cps/cpsaat20.pdf. Median hourly wages are
calculated using the total annual earnings divided by the annual
hours worked in the same year (usual hours worked per week
multiplied by the number of weeks worked in the year). The
median hourly wage estimates produced by this methodology
are very similar to the official statistics published by the Bureau
of Labor Statistics, found at http://www.bls.gov/oes/current/
oes_stru.htm#31-000.

The term “rural” here refers to persons living outside the
officially designated metropolitan areas. “Urban” refers to
persons living within metropolitan areas.

For more information on official definitions, see Office of
Management and Budget, OMB Bulletin No. 60-01 (Decem-
ber 5, 2005), available at http://www.whitehouse.gov/omb/
bulletins/fy2006/b06-01_rev_2.pdf.

Comparisons presented in the text are statistically signifi-
cant at the 0.05 level.


http://bls.gov/cps/cpsaat20.pdf
http://www.whitehouse.gov/omb/bulletins/fy2006/b06-01_rev_2.pdf
http://www.whitehouse.gov/omb/bulletins/fy2006/b06-01_rev_2.pdf
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