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Growing Home Care Industry Can Afford
Basic Labor Protections for Workers

ith outsized demand from
a growing population
of elders, the home care

industry is the fastest-growing sector
of the American economy. The indus-
try is creating hundreds of thousands
of new jobs—a plus for an American
economy stuck in neutral. However,
the vast majority of these jobs are

not the good jobs Americans need to
sustain their families. In fact, home
care workers—who help elders and
people with disabilities with daily
tasks such as dressing, bathing, and
preparing healthy meals—are among our nation’s most poorly paid workers. One
contributor to these low wages is that for nearly 40 years these workers have been
exempt from federal minimum wage and overtime laws. But that is about to change.
The Obama administration has announced a new rule narrowing the companionship
exemption. When implementation begins in 2015, the majority of home care workers
will finally be granted basic labor protections under the Fair Labor Standards Act.

Critics, who are asking Congress to reject the new rule, claim that home care provid-
ers can’t absorb the added financial burden of overtime and travel time pay for their
aides, and thus, these providers will be forced to raise prices for consumers. But

all indications are that the home care industry is thriving and can afford the cost of
these basic workforce protections. The industry’s robust financial status stands in
sharp contrast to the fact that half of home care workers earn so little that they must
rely on public benefits.

Value the Care is a publication of the PHI Campaign for Fair Pay (www.PHInational.org/fairpay ), which is working to ensure successful
implementation of the revised rule extending minimum wage and overtime protections to home care workers.
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One of America’s fastest-growing industries

The home care industry—composed of Home Health Care Services and Services
for the Elderly and Persons with Disabilities (nonmedical support services)—is
enormous and fast growing, even at a time when the U.S. economy remains sluggish.

Home health care services'

¢ The number of establishments grew by 7.5 percent annually from 2002 to nearly
30,000 in 2012 (see Figure 1).

* Through 2020, these services are expected to constitute the fastest-growing
industry employer within the U.S. economy.?

Services for the elderly and persons with disabilities

e The number of establishments
grew astronomically, at a rate
of 20 percent per year between 7509 —
2002 and 2012 and now totals 60,000 —

Figure 1: Growth in Home Care Establishments

Services for the Elderly
& Persons with Disabilities

over 67,000 (see Figure 1). e
* Business analysts describe the 40,000 —
nonmedical support 30,000 —
services market as “virtually 20,000
.. ” Home Health Care Services
untapped and limitless” due 10,000 —
to increasing demand and 0 T T T T T T T T T
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low barriers to entry.?

Source: US Bureau of Labor Statistics, Quarterly Census of Employment and Wages.

Industry revenues doubled over last decade

Though state budgets have tightened since 2008, home care industry revenues
have continued to show solid growth.

e Revenue for the home care
industry grew at an average Figure 2: Expanding industry revenue in millions of dollars

rate of 8 percent per year $100,000 ] $92.9 billion
from 2001 to 2011. Revenue LU
continued to climb, even during SO
the recession (see Figure 2).

¢ In 2011, the combined

Home Health  $61.1 billion
Care Services

60,000

revenues of the two key 40,000 $31.8 billion
industries providing home —
i ' ——
care and Personal assistance Services for the Elderly & Persons with Disabilities
totaled nearly $93 billion! 0 —
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Source: U.S. Census Bureau, Health Care and Social Assistance,
2011 Service Annual Survey Data for Health Care and Social Assistance.
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A flourishing industry, especially for-profit franchises

For-profit home care franchise chains are one of the fastest-growing players in the in-
home care sector. For those seeking to start new businesses, home care franchises are
particularly attractive. These chains are one of the most profitable types of franchises
relative to initial investment.

e Currently, over 35 different franchise brands* are capitalizing on the growing
demand for these services.

* Even during the recession, from 2007 to 2009, the number of franchise locations
increased 9.4 percent annually and corporate revenues increased by 11.6 percent

per year.®
) ) Home Care # of Domestic | # of Aides
Biggest franchise players are some of the Franchise Locations | Employed
largest employers of home care aides in country Interim HealthCare 324 75,000
H Instead 600 65,000
e Two of the largest and most well-known home care Comfe niea 23 25 000
franchises, Home Instead and Comfort Keepers, rank in the omfort Reepers >

top 100 fastest-growing franchises, according to Entrepreneur.b Table 1: Largest For-Profit Franchises
e Home Instead was ranked #56 in the Franchise 500 (2012) and employs nearly 65,000 caregivers.’

¢ |n 2011, Comfort Keepers made it onto the Inc. 5000 list of the top 5000 fastest-growing companies in
the U.S. with a three-year sales growth of 37 percent. It employs 25,000 aides.?

Low and stagnant wages fuel agency profits

* The median hourly wage for home care workers in 2012 was $9.53. Adjusted for
inflation, home care workers earn less today than they did a decade ago.®

* Approximately 50 percent of home care workers rely on some form of public
assistance to supplement their low wages.

¢ In the private pay market, agencies charge consumers approximately twice the
hourly rate paid to caregivers

(seeTable 2).

* Artificially low wages resulting
in part from the companionship
exemption are underwriting the
30 to 40 percent profit margins of

National Average

National Average

of ;ZE\?ice Cost of Services Stgning Pay for
(Per Hour) Caregivers (Per Hour)
Companionship $18.75 $8.92
Homemaker Services $18.90 $9.10
Personal Care $19.82 $9.69
Home Health Services $22.37 $11.78

the for-profit franchises deliver-
ing personal care services.

Table 2: Agencies Charge Twice What Caregivers Are Paid

Source: National Private Duty Association (2009) State of Caregiving Industry Survey,

America’s home care industry is thriving,

but its labor force is not

Executive Summary.

The companionship exemption was never intended to bar 2 million workers from
receiving basic federal labor protections. It is time to right that wrong. Otherwise our
nation will be unable to build the stable, skilled workforce we need to provide sup-
port and assistance to our rapidly aging population.
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The FLSA “companionship
exemption” timeline

1938 — The federal Fair Labor Standards Act
(FLSA) is enacted to ensure a minimum standard
of living for workers through the provision of a
minimum wage, overtime pay, and other protec-
tions— but domestic workers are excluded.

1974 — The FLSA is amended to include domestic
employees such as housekeepers, full-time nan-
nies, chauffeurs, and cleaners. However, persons
employed as “companions to the elderly or infirm”
remain excluded from the law.

1975 - The Department of Labor interprets the
“companionship exemption” as including all direct-
care workers in the home, even those employed by
third parties such as home care agencies.

2001 - The Clinton DOL finds that “significant
changes in the home care industry” have occurred
and issues a “notice of proposed rulemaking”

that would have made important changes to the
exemption. The revision process is terminated,
however, by the incoming Bush Administration.

2007 —The US Supreme Court, in a case brought
by New York home care aide Evelyn Coke, upholds
the DOL's authority to define exceptions to FLSA.

2011 - President Obama announces a Notice of
Proposed Rulemaking (NPRM) that, if enacted, will
finally extend minimum wage and overtime protec-
tions to the vast majority of home care workers.

2012 - During the three-month public comment
period, the US Department of Labor received about
26,000 comments, with more than 75 percent in
favor of the rule change.

2013 - After extensive review by the Office of
Management and Budget, on October 1, the U.S.
Department of Labor published the revised
companionship rule in the Federal Register.

PHI (www.PHInational.org) works to improve the lives of people who need home and
residential care—and the lives of the workers who provide that care.

Quality Care
THROUGH

Quality Jobs
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