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The large scale movement of women into the
paid labor market has brought sweeping change
to the structure of family life, affecting who
cares for the elderly and children. Today, our society
depends, in part, on the caring work of many paid pro-
fessionals and, as the number of elderly and children
grow as is predicted by demographers, our society will
increasingly depend on these workers. This policy brief
examines the economic well-being of workers in two
low-wage, predominantly female care giving occupa-
tions plagued with high turnover—direct care work-
ers (personal care assistants, home care aides, home
health aides, and certified nursing assistants) and child
care workers (preschool and nursery school teachers,
center-based child care providers, and home-based
family child care providers). High turnover in both

the direct care and child care workforce contributes to
lower quality care leading to unfavorable outcomes for
the elderly and children. Although these paid caregiv-
ers are employed, hourly wages are low and many live
in low-income families and lack health insurance.
Furthermore, research shows that those who work in
occupations involving care work face a wage penalty,
that is they earn less than expected based on their job
characteristics and qualifications.!

Direct Care and Child Care:
Fast Growing Occupations in
the Nation

As the baby boom cohort nears retirement age, the ques-
tion of how to provide necessary health care and personal
services to a growing elderly population has become an
immediate policy problem facing the United States. By 2030,

Direct care workers provide the majority of paid
hands-on care, supervision, and emotional

support to millions of people with chronicillnesses
and disabilities. These paraprofessional workers
hold a variety of job titles, such as personal care
assistants, home care aides, home health aides, and
certified nursing assistants (CNAs). They work in
diverse settings, including private homes, adult day
centers, assisted living residences, hospitals, and
nursing homes. In their jobs they may:

e assist with personal care activities, such as
bathing, dressing, toileting, and eating;
provide comfort and companionship;
shop, prepare meals, and clean the house;

provide oversight, administer medications,
and measure vital signs.?

Child care workers provide early care and educa-

tion to millions of preschool-age children, and

after-school care and enrichment to gradeschool-
age children. They work in child care centers and

in private homes, and include preschool teachers,
nursery school teachers, family child care providers,
early childhood teacher’s assistants, nannies, and
child care providers.
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it is projected that there will be about 70 million Americans
aged 65 and older, more than twice their number in 2000.?
As individuals age, their need for assistance with activities of
daily living (ADLs) and long-term care increases.* Currently,
about 6 million people over the age of 65 require assistance
to manage their everyday activities® and about 2.6 million
Americans worked as direct care workers in 2005.6 Between
2004 and 2014, direct care occupations are projected to be
among the fastest-growing in the nation.” In fact, the Bureau
of Labor Statistics reports that between 1992 and 2005,
home health aide was the fastest growing occupation closely
followed by home care aide, highlighting the demand and
preference for home-based care.

The demand for child care providers has also grown
substantially over the last few decades as more women with
children have entered the labor force, and as the number of
children in America has grown. By 2030, it is projected that
there will be 24 million young children, those four years old
or younger, an increase of 26 percent from the number in
2000.® The growing number of children in need of nonparen-
tal care has fueled the growing number of child care workers.
Between 1992 and 2005 the child care occupations grew by
66 percent.’ The child care workforce is projected to grow 38
percent between 2004 and 2014, a higher rate of growth than
projected for the overall workforce (14 percent).

Profile of Direct Care and Child
Care Workers

Direct Care and Child Care Workers Predominantly
Female

In 2005, 2.7 million workers 19 or older were employed

in direct care occupations, constituting 2 percent of the
American workforce (see Table 1). Another 1.6 million were
in child care occupations (roughly 1 percent of the total
workforce).”® Both of these occupations are predominantly
female—89 percent of direct care workers and 97 percent of
child care workers are women."!

Among female workers, 2.4 million (or 3 percent) are
direct care workers and 1.5 million (or 2 percent) are child
care workers. Direct care workers are increasingly working
as home health aides, as more and more elderly Americans
remain in their homes as they age, but still need assistance
with activities of daily living. Forty-two percent of female
direct care workers are home health aides and another 41
percent are nursing home aides (see Figure 1). The remain-
ing 17 percent work in hospitals. According to the CPS,

12 percent of the child care workforce works in a home
environment, and 88 percent work in a child care center.

TABLE 1. DIRECT CARE AND CHILD CARE WORKERS, 2005

All Workers Direct Care Workers  Child Care Workers
NUMBER ~ PERCENT NUMBER  PERCENT NUMBER ~ PERCENT
All Workers 149,326 100 2,673 2 1,561 1
Female Workers 69,557 47 2,389 89 1,510 97

Source: 2006 March CPS
Numbers in thousands. Based on weighted data for workers 19 years and
older.

Direct Care Workers Disproportionately Minorities
and Foreign Born

Roughly half (49 percent) of female direct care workers
are minorities, and black women disproportionately work
as direct care workers (see Table 2). Just under one-third
of female direct care workers are black, non-Hispanic—a
proportion two times higher than that found in the child
care workforce and the female workforce overall. Similarly,
a higher proportion of direct care workers are foreign born
(20 percent) compared with child care workers (16 percent)
and all female workers (13 percent). One difference across
industry and occupation within the direct care workforce is
that home health aides are proportionately less likely to be
black, non-Hispanic and proportionally more likely to be
Hispanic than the direct care workers employed in hospital
or nursing home settings. The child care workforce more
closely mirrors the overall female workforce with regard to
race and ethnicity, although child care workers are slightly
more likely to be Hispanic than all female workers.

Child care workers are more likely to be married than
direct care workers (49 percent and 38 percent, respectively),
and are more likely to have children. About one quarter of

FIGURE 1. DISTRIBUTION OF FEMALE DIRECT CARE AND
CHILD CARE WORKERS BY OCCUPATION GROUP, 2005

Home health aide:
1.0 million

Center-based
provider: 1.3 million

88%
Nursing home aide:
985,000
Hospital aide: Home-based
393,000 provider: 187,000

DIRECT CARE WORKERS CHILD CARE WORKERS

Source: 2006 March CPS



TABLE 2. DEMOGRAPHIC CHARACTERISTICS OF FEMALE
DIRECT CARE AND CHILD CARE WORKFORCE, 2005

All female Direct care Child care
workers workers workers

Race and ethnicity
White, non-Hispanic 70 51 63
Black, non-Hispanic 13 30 15
Other, non-Hispanic 6 5 6
Hispanic n 15 16
Foreign born 13 20 16
Marital status
Married 54 38 49
Previously married 21 31 18
Never married 25 31 33
Children under 18 years 41 43 47
Single mother 14 24 17
Average age 4 41 38
Rural residence 15 20 14
Sample size 48,708 1,696 1,115

Source: 2006 March CPS
Percentages based on weighted data for female workers 19 years and older.

direct care workers are single mothers, while only 17 percent
of child care providers and 14 percent of all female work-

ers are single mothers. Nursing home aides are more likely
to have children than home health or hospital aides (50
percent, 40 percent, and 32 percent, respectively) and have

a higher likelihood of being a single mother. Nearly half of
center child care providers have children, and marriage rates
are also high among this group of workers, while home child
care providers are likely to have never married, nor to have
children. These differences in marital status and parenthood
status leave direct care workers more vulnerable to economic
stress than child care workers as the direct care workers’
paycheck is more often the sole support for a family with
children.

Child Care Workers More Highly Educated than
Direct Care Workers

Close to two-thirds of direct care workers have only attained
a high school degree or less, while less than half of child

care workers have these low levels of education (see Table

3). About one-quarter of direct care workers have continued
their education past high school and acquired some college
education."? Very few direct care workers have attained an
associate’s degree (9 percent) or a bachelor’s degree or higher
(6 percent). However, child care workers appear to be a
diverse group in terms of skill, with 27 percent having some
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college education, 12 percent achieving an associate’s degree,
and 19 percent having a bachelor’s degree or higher.

Direct care and child care workers have similar work
hours, with 69 percent of both groups working full-time
(35 hours per week or more), which is lower than all female
workers (75 percent work full time). Hospital aides and
nursing home aides are more likely to be employed full-time
(73 percent and 77 percent, respectively) than home health
aides (63 percent). Similarly, child care providers working in
a home setting are less likely to work full-time than center-
based child care providers (59 percent compared with 70
percent).

Direct Care Workers Have Higher Median Hourly
Wages, Yet Are More Likely to be Living in
Low-Income Families

Despite larger investments in education on the part of child
care providers, direct care workers median hourly wages
are higher than child care workers ($9.26 and $7.69, respec-
tively), although both care work occupations earn substan-
tially less than all female workers ($13.46)."* Variation exists
between the direct care occupation groups—hospital aides

TABLE 3. ECONOMIC CHARACTERISTICS OF FEMALE
DirRecT CARE AND CHILD CARE WORKFORCE, 2005

All female Direct care Child care
workers workers workers

Education level
High school or less 37 62 Ly}
Some college, no degree 22 23 27
Associate’s degree n 9 12
Bachelor’s degree or higher 31 6 19
Average hours per week 37 37 36
Percent full-time (35 or more hours) 75 69 69
Average number of
weeks worked per year 46 44 44
Average annual earnings $30,441 $17,228 $15,125
Average hourly earnings' $18.58 $14.56 $9.89
Median hourly earnings’ $13.46 $9.26 $7.69
Average total family income $74,385 $40,445 $56,203
Percent in poverty 8 19 15
Percent low-income family? 22 49 36

Source: 2006 March CPS

Percentages based on weighted data for female workers 19 years and older.
! Hourly wages are calculated using total annual earnings in 2005 divided
by annual hours worked in 2005.

2 Low-income families are those living below 200 percent of the federal
poverty level.
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FIGURE 2. MEDIAN HOURLY WAGES OF FEMALE DIRECT
CARE AND CHILD CARE WORKERS, 2005

ALL DIRECT CARE WORKERS
Hospital aides

Nursing home aides

Home health aides

ALL CHILD CARE WORKERS
Center-based providers
Home-based providers

ALL FEMALE WORKERS $13.46

Source: 2006 March CPS
Hourly wage calculated for workers age 19 and older with positive earnings.

have the highest median hourly wages ($11.06), followed by
nursing home aides ($9.13) and home health aides ($8.50).
Center child care providers and home child care providers
have similar median hourly wages ($7.78 and $7.21,
respectively) (see Figure 2).

Although direct care workers earn more per hour than
child care workers, they have lower total family income. On
average, direct care workers’ total family income in 2005 was
$40,445, while child care workers’ total family income was
$56,203. The lower total family income among direct care
workers is due to their lower average other family income,
comprised mostly of spouses earnings but also includes
assets. Recall that direct care workers are less likely to be
married than child care workers, thus they are more often
the sole economic providers for their families. Despite their
work effort, nearly one fifth of all female direct care workers
live in poverty and nearly half live in low-income families
(below 200 percent of federal poverty line). Although still
a sizable proportion, fewer child care workers (36 percent)
live in low-income families, and only 22 percent of all female
workers live in low-income families.

Direct care workers are also more likely to be minori-
ties. Black, Hispanic, and other minority men’s wages are
typically lower than white men’s wages. Thus, even among
married direct care workers, their average total family
income is likely lower than child care workers because of the
higher proportion of minorities working in the direct care
workforce, given that these women are likely to be married
to lower earning minority men.

One Quarter of Direct Care and Child Care Workers
Uninsured

In 2005, 60 percent of direct care workers had health
insurance through the private sector (that is, through their
employer, their spouses’ employer, or purchased though a
private health insurance company), and 38 percent of all
direct care workers received health insurance through their
employer (see Table 4). Twenty-two percent of direct care
workers relied on public health insurance (primarily through
Medicaid or Medicare). Fully 25 percent of direct care work-
ers had no health insurance coverage in 2005.

Wide variation in health insurance coverage exists
depending on the direct care workers’ work setting. Hospi-
tal aides have the highest rates of private health insurance
coverage (84 percent) and nearly two-thirds receive health
insurance through their employer (63 percent). A small pro-
portion relies on public health insurance (10 percent) and
only 13 percent are uninsured. Approximately two thirds of
nursing home aides receive their health insurance through
a private sector source (63 percent) and 44 percent receive
health insurance through their employer. Nineteen percent
of nursing home aides rely on public health insurance, and
24 percent are uninsured. Home health aides, on the other
hand, have the lowest level of private health insurance
coverage (49 percent) and only 23 percent receive coverage
through their employer. Use of public sector health insur-

TABLE 4. HEALTH INSURANCE COVERAGE FOR DIRECT
CARE AND CHILD CARE WORKERS, 2005

Private sector insurance’

All private sector  Employer health  Public sector No
insurance insurance insurance? insurance

All female workers 78 51 12 16
All direct care workers 60 38 22 25
Hospital aides 84 63 10 13
Nursing home aides 63 44 19 24
Home health aides 49 23 29 30
All child care workers 61 20 18 27
Center-based providers 62 21 18 27
Home-based providers 53 12 20 33

Source: 2006 March CPS

May total to more than 100% because some workers are covered by more
than one type of health insurance.

! Private sector insurance includes insurance through an employer or union,
or purchased directly from an insurance company.

2 Public sector insurance includes insurance through Medicare, Medicaid,
including state plans, military health care, and Indian Health Services.



ance is relatively high among home health aides (29 percent),
but even so, nearly one-third of home health aides have no
health insurance.

The story is similar for child care workers, except child
care workers have lower rates of employer health insurance
than direct care workers, suggesting that child care workers
rely to a greater extent on other private insurance, through
their husband’s employer for example, than direct care work-
ers. Compared with all female workers, both direct care and
child care workers are more likely to be uninsured or use
public health insurance and less likely to have private sector
health insurance. This disparity likely signals differences
in employer provision of health insurance coverage and
indicates that public insurance is not making up the gap for
direct care and child care workers. Often, health insurance
coverage is only offered to full-time employees and home
health aides and home-based child care providers are less
likely to work full-time hours. In addition, direct care and
child care workers may not utilize employer health insurance
when offered due to their inability to afford the premium.

Direct Care and Child Care
Turnover

High Turnover in Caregiving Workforce Problematic
in Delivery of Quality Care

Turnover impedes the provision of quality care in both the
direct care and child care industries. Nursing homes, other
long-term care providers, and state governments say that
turnover and vacancies among the direct care workforce is a
problem. In a recent national survey, 37 of 43 states reported
serious shortages of direct care workers."* Additionally,
state-level and employer-based studies of turnover among
direct care workers report annual rates that range from 25
percent to well over 100 percent.”® High rates of turnover
have negative ramifications for the consumers, employers,
and workers. High levels of direct care worker turnover have
been shown to adversely affect patient outcomes in nurs-
ing home settings'® and lead to inadequate and unsafe care,
poorer quality of life, and reduced access to services."” Staff
vacancies in the direct care field are associated with a higher
risk of medical, physical, and social problems among clients
and inconsistent care can negatively affect patients’ quality
of life and increase their likelihood of health problems.'
Turnover is costly to employers as well, with the cost of
separation, vacancy, replacement, training, and increased
worker injuries estimated to be at least $2,500 per separated
employee."”” Workers are adversely affected by high turnover
through increased workloads and increased risk of injury,
and more stress and frustration.?
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Similarly, high turnover among the child care workforce
is problematic. Research shows that turnover rates among
the child care workforce range between 27 and 39 percent
annually.?' Shortages in the elementary schools fuel turnover
among the most highly qualified child care workers as teach-
ing jobs offer better pay, benefits and job conditions. High
turnover among child care providers contributes to lower-
quality care, leading to unfavorable outcomes among chil-
dren, such as lower language and social development.” Child
care providers play an important role in promoting child
development, especially for preschoolers, whose early life
experiences play a critical role in their development. High
quality child care enhances early brain development, cogni-
tive and language development, school readiness, and sets
the stage for successful early school achievement.® There-
fore, understanding the factors that prevent turnover among
direct care and child care workers can lead to improvements
in the quality of care that the elderly and children receive.

Direct Care and Child Care Occupation Retention

Job turnover has been noted as a major and costly problem
in the direct-care and child care industry.* Turnover is
costly for the employer who must recruit and train a replace-
ment worker, and in the case of paid caregivers, it causes
discontinuity in care for the elderly or children receiving
that workers’ care. However, many times an employee leaves
her employer, switching to another employer, but remains in
the same occupation. Using an individual matched file from
the 2005 and 2006 CPS, we present a measure of occupa-
tion retention, defined as direct care or child care workers
who remain in the same occupation one year later (from the
spring of 2005 to the spring of 2006).

Among women employed in the direct care workforce
in 2005, 60 percent remained in the direct care occupation
a year later in 2006, while 33 percent left the field to work
in another occupation and 7 percent left the labor force
altogether.” A similar proportion, 65 percent, of child care
workers were still employed as child care workers one year
later, in 2006.

Because characteristics predicting whether a woman will
remain working in the care giving occupations are closely
related to each other—for example, lower educated women
also tend to have lower earnings—a multivariate regression
analysis was used to ascertain the independent effects of
each of the listed characteristics on the likelihood of remain-
ing in the care giving profession one year later (from 2005 to
2006), statistically controlling for each of the other factors.
The odds ratios are presented to indicate the relationship
between the characteristic and the likelihood of remaining in
the care giving profession (either direct care worker profes-
sion or child care worker profession separately) relative to
a woman in the reference category. An odds ratio of 1.0
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Direct Care and Child Care Workers in Rural America

Direct Care Workers Disproportionately Reside in Rural America

irect care workers are more likely to live in a nonmetro-
D politan, or rural area (20 percent) than child care workers

(14 percent) and all female workers (15 percent). Nursing
home aides have the highest prevalence of rural residence at 22 per-
cent, followed by 19 percent of home health aides, and 17 percent
of hospital aides. Only 8 percent of home-based child care provid-
ers reside in rural areas, while 15 percent of center-based child care
providers reside in rural areas. The lower fraction of hospital aides
and home-based child care providers relative to the other types
of direct care and child care workers in rural areas may reflect the
constrained choice available to rural residents when choosing care
for the elderly or children, since hospital and nursing homes are
more likely to be located in metropolitan areas. It may also reflect
increased demand for home-based care in rural settings, where
nursing home placement would move the elderly farther away from
their homes and families. In 2005, 478,000 direct care and 212,000
child care workers lived in nonmetropolitan, or rural areas, while
1.9 million direct care and 1.2 million child care workers lived in
metropolitan, or urban, areas.?

The rural direct care and child care workforce are more likely
to be white, non-Hispanic than the urban caregiving workforce
(see Table 5). While 72 percent of rural direct care workers and 88
percent of rural child care workers are white, non-Hispanic, only 45
percent of urban direct care workers and 59 percent of urban child
care workers are. One-third of urban direct care workers are black,
non-Hispanic and 17 percent are Hispanic. Very few rural direct
care or child care workers are foreign born. The high proportion
of minority direct care workers, and specifically black direct care
workers discussed above, appears to be driven by the high propor-
tion of urban minorities who work in the direct care profession.

Rural direct care and child care workers are more likely to be
married than their urban counterparts, but rural child care work-
ers have by far the highest marriage rates (63 percent). About 45
percent of both rural and urban direct care and child care workers
have children, but direct care workers (both rural and urban are
equal at 24 percent) are more likely to be single mothers than urban
child care workers (18 percent) or rural child care workers (10
percent).

Rural and urban direct care workers have similar education
levels, however urban child care workers are more highly educated
than rural child care workers. Even so, rural child care workers are
more highly educated than either the rural or urban direct care
workforce. The percent of direct care and child care workers work-
ing full-time is the same regardless of rural or urban residence.
Health insurance coverage is similar regardless of rural or urban
residence for direct care and child care workers, with one excep-
tion—rural child care workers rely on public sector health insur-
ance to a greater extent than their urban counterparts.

Rural direct care and child care workers have lower hourly wages
than their urban counterparts and child care workers earn less than
direct care workers regardless of residence. The median hourly
wages of rural child care workers is $6.59, while urban child care
workers earn $8.17 per hour. Likewise, the median hourly wages
of rural direct care workers is $8.65, and urban direct care workers
earn $9.62 per hour. However, rural direct care workers have the
lowest average total family income ($35,115), and urban and rural
child care workers have the highest total family income ($56,664

and $54,122, respectively). Despite their very low median hourly
wages, rural child care workers have higher total family income
than either of the rural or urban direct care workers, and are the
least likely group to live in poverty, reflecting their high marriage
rates and low likelihood of being a single mother. Regardless of
rural or urban residence, one-fifth of direct care workers lived in
poverty in 2005 and one half lived in low-income families.

TABLE 5. CHARACTERISTICS OF RURAL AND URBAN
DirecT CARE AND CHILD CARE WORKERS, 2005

Direct Care Workers Child Care Workers
Rural  Urban Rural  Urban

Race and ethnicity
White, non-Hispanic 72 45 88 59
Black, non-Hispanic 18 32 6 17
Other, non-Hispanic 3 6 3 6
Hispanic 7 17 3 18
Foreign born 3 24 1 19
Marital status
Married 43 37 63 46
Previously married 32 31 12 19
Never married 25 32 25 35
Children under 18 years 45 42 44 47
Single mother 24 24 10 18
Average age 41 41 41 38
Education level
High school or less 65 61 48 y
Some college, no degree 23 23 30 27
Associate’s degree 9 9 8 12
Bachelor’s degree or higher 3 7 14 20
Average hours per week 37 36 36 37
Percent full-time (35 or more hours) 69 69 65 69
Health insurance coverage
Private health insurance 60 60 62 61
Employer health insurance 39 38 15 21
Public health insurance 25 21 24 17
No insurance 24 25 23 28
Average annual earnings $15,068 $17,775 $11,994  $15,683
Average hourly earnings' $10.72  $15.59 $9.60 $9.98
Median hourly earnings’ $8.65  $9.62 $6.59 $8.17
Average total family income 935,115 941,839 954,122 $56,664
Percent in poverty 18 20 8 16
Percent low-income family? 50 48 37 36

Source: 2006 March CPS

Percentages based on weighted data for female workers 19 years and older.
! Hourly wages are calculated using total annual earnings in 2005 divided
by annual hours worked in 2005.

2 Low-income families are those living below 200 percent of the federal
poverty level.



indicates that a woman with this characteristic is as likely to
remain in the occupation one year later as a woman with the
specified reference or comparison characteristic. Ratios un-
der 1.0 (over 1.0) indicate that a woman is less (more) likely
to remain in the occupation.

Higher Wages Increase Retention of Direct Care
Workers

Hospital and nursing home aides are more likely to remain
in the direct care occupation than home health aides (see
Table 6). The odds that hospital aides remain in the direct
care occupation are 2.4 times greater than the odds that
home health aides remain in the direct care occupation.
Nursing home aides also have higher odds of remaining in
the direct care occupation than home health aides (1.7 times
more likely).

Higher annual earnings increase the likelihood of remain-
ing in the direct care occupation. As annual earnings rise,
the odds of remaining in the direct care occupation increase
by 21 percent, after statistically controlling for the effects of
other factors.

Likewise, direct care workers with children under 18 are
more likely to remain in the direct care workforce. Hispanic
women are 1.7 times as likely as white, non-Hispanic women
to remain in the direct care workforce over the 1-year
period. Older direct care workers are more likely to remain
in the direct care workforce.

Longer Work Hours Increase Retention of Child Care
Workers

The number of hours worked is significantly associated with
whether a child care worker remains in the child care work-
force one year later. After controlling for the other factors in
the statistical model, the odds of remaining in the child care
workforce increase by 2 percent with every additional hour
worked per week.

Race and ethnicity are significantly associated with
whether a child care worker remains in the child care work-
force, with white, non-Hispanic women being more likely
to remain than Hispanic and other, non-Hispanic women.
Similar to direct care workers, having a child under 18
increases the odds of remaining in the child care workforce,
as does age.
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TABLE 6. LOGISTIC REGRESSION PREDICTING ODDS
OF REMAINING IN DIRECT CARE OR CHILD CARE

WORKFORCE
Direct Care Workers Child Care Workers
Remain in Direct Care | Remainin Child Care
Occupation in 2006 Occupation in 2006
Odds Ratio 0dds Ratio
Direct care worker
Hospital aide 2.39% NA
Nursing home aide 1.65* NA
Home health aide 1.00 NA
Child care worker
Center-based provider NA 1.20
Home-based provider NA 1.00
Annual personal earnings (log) 1.21* 1.08
Hours worked per week 0.99 1.02*
Employer health insurance 0.88 0.74
Any college 0.74 137
Married 0.9 134
Children under 18 years 1.63* 1.68*
Race and ethnicity
White, non-Hispanic 1.00 1.00
Black, non-Hispanic 1.19 0.56
Other, non-Hispanic 0.58 0.42*
Hispanic 1.71* 0.97%
Age 1.02% 1.02*
Sample size 482 356
chi-square 419 343
degrees of freedom 12 n

Source: Individual-Matched 2005-2006 March CPS

* Significant at the 90-percent confidence level.

NA Not applicable.

Based on unweighted data for workers 19 years and older surveyed in both

2005 and 2006.
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Discussion: Policies to Increase Wages

Research links high turnover in both the direct care and
child care workforce to lower-quality services and care and
to negative effects on children and the elderly. Improv-

ing the quality of these paid care giving positions, through
increased wages, benefits and working conditions is key to
recruiting and maintaining a quality direct care and child
care workforce.”” Our findings show that direct care work-
ers with higher wages are more likely to remain in the direct
care workforce one year later. The recently passed legislation
to raise the federal minimum wage from $5.15 per hour to
$7.25 per hour will effectively increase the wages of many
paid caregivers—32 percent of direct care workers’ and 46
percent of child care workers’ wages will increase by a hike
in the minimum wage (see Figure 3). In 2005, 12 percent
of direct care workers and 28 percent of child care work-
ers were paid an hourly rate of $5.15 or lower. Another 20
percent of direct care workers and 18 percent of child care
workers earned between $5.16 and $7.25 per hour. Some
states have legislation that sets their minimum wage higher
than the federal minimum wage,” and it is also possible
for states to establish a wage floor for a specific occupation
through legislation.

A second policy geared toward raising the wages of direct
care workers is currently being implemented in many states.
Medicaid is the primary payer for long term care in the
United States and contributes more than half of the direct
care worker reimbursement funds. Twenty-three states are
experimenting with raising the reimbursement rates via
“wage pass-through” provisions in their Medicaid programs
targeted at direct care workers. States have structured their
pass-through provisions in a variety of ways, but regardless

of the structure, the intent is to increase the labor supply of
direct care workers, with the particular aim of decreasing
turnover.

As many of these policies have only recently been imple-
mented, it is not clear whether or not they have achieved
the intended effect.? However, there is some evidence that
wage pass-through provisions are ineffective for a number of
reasons, including: the amounts may be too small to make a
difference; they are an unreliable source of funding as they
are not automatic from year to year; they usually target one
industry of the direct care workforce (nursing homes); and
some states fail to monitor that the pass-through actually
is distributed to the worker through increased wages or
benefits.*

Other strategies advanced by states, localities and advo-
cates to improve direct care wages and benefits include link-
ing rate increases to provider performance goals and targets;
collective bargaining by direct care workers; and pursuing
living wage advances, minimum wage improvements, and
health insurance initiatives targeted at direct care workers.*!

Several states have initiatives to build a more skilled and
stable child care workforce.”> One strategy used to simulta-
neously increase wages for child care providers and improve
quality of child care services is a tiered reimbursement rate
system, with higher reimbursement rates for child care
centers with higher credentials and more highly educated
staff, and offering rewards to those centers with the greatest
improvements in measures of quality. Another initiative uses
professional development stipends for child care providers
who meet certain educational and training qualifications.

F1GURE 3. DISTRIBUTION OF DIRECT CARE AND CHILD CARE WORKERS BY MINIMUM WAGE CATEGORIES, 2005

8% 12%

82%

All female workers Direct care workers

Source: 2006 March CPS

B $5.15 or less per hour
I $5.16-$7.25 per hour

[ More than $7.25 per hour

Child care workers



Conclusions

One in every two direct care workers and one in every

three child care workers live in a low-income family (below
200 percent of the poverty line), and many live in poverty.
Hourly wages for the caregiving workforce are low and many
lack health insurance. Despite work, these families struggle
to make ends meet. Our society depends on the care work of
many paid professionals—direct care and child care work-
ers—to help meet the daily needs of our children and the
elderly. To stem turnover and provide quality services to
young children and the elderly, job conditions among the
direct care and child care workforce must improve, and
increasing wages is a promising place to start.

Data used in this policy brief

Analyses presented in this policy brief rely on data from the
U.S. Census Bureau’s 2006 Annual Social and Economic
Surveys (ASEC) of the Current Population Survey (CPS).
The CPS provides a nationally representative sample of
households and the individuals in those households, and
collects demographic, economic, and employment informa-
tion. The CPS is a widely used source of data on labor force
issues in the United States, and provides official government
statistics on employment, poverty, and health insurance
coverage. Demographic information refers to respondents’
characteristics in the year of the survey (2006), while
employment and income information refer to the preceding
year (2005).

The direct care and child 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 2005,
following methodologies used in previous research.® By
including both occupation and industry in the definition we
can exclude occupations or industries that are not generally
considered part of the direct care or child care workforce
(such as health aides that work in manufacturing plants).
Specifically, the direct care occupation codes included are
personal and home care aides (3600) and nursing, psychi-
atric, and home health aides (4610). Direct care industries
include private households (9290), hospitals (8190), nursing
care facilities (8270), residential care facilities, without nurs-
ing (8290), outpatient care centers (8090), home health care
services (8170), individual and family services (8370), and
other health care services (8180). This yields a sample size of
1,696 female direct care workers 19 years old and over: 278
hospital aides, 703 nursing home aides, and 715 home health
aides. With regard to the child care workforce, the child care
occupation codes included are preschool teachers (2300) and
child care workers (4600), and child care industries include
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private households (9290) and child day care services (8470),
which yields a sample size of 1,115 female child care workers
19 years old and over: 989 center-base child care providers
and 126 home-based child care providers.

The analysis of one-year workforce retention rates is based
on an individual matched file created from the 2005 and
2006 CPS files. Households participate in the CPS on
a rotating basis. Each household is interviewed for four con-
secutive months and then reinterviewed for four additional
months one year later. Therefore, roughly 40 percent of the
households interviewed in the spring of 2005 were also
interviewed one year later, in the spring of 2006. Because
of sample attrition due to geographic mobility, interviewer
error, processing problems linking the same individuals
across the two surveys, and response error, our individual
linked file represents approximately 32 percent of the origi-
nal 2005 sample (yields a sample size of 482 direct care
and 356 child care workers). The linked file has several
advantages that recommend its use, including its large
sample size that allows for subgroup analysis like the pres-
ent study, conventional information on employment status
and earnings, occupation and industry, and demographics,
and clearly defined beginning and end points for measuring
transitions.

Comparisons presented in the text are statistically signifi-
cant at the 0.10 level. See the shadow box at the front of this
brief for definitions of the direct care and child care work-
force. The term “rural” here refers to persons living outside
the officially designated metropolitan areas. “Urban” refers
to person living within metropolitan areas. For more infor-
mation on official definitions, see Office of Management
and Budget, OMB Bulletin No. 60-01 (December 5, 2005),
available at http://www.whitehouse.gov/omb/bulletins/
ty2006/b06-01_rev_2.pdf.

)
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