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In recent years, the aging of the population and the increasing preference for “aging in place” have 
combined to generate explosive growth in demand for home care workers. In New York State, the number 
of home health aide and personal care aide jobs is projected to rise from 440,000 in 2018 to over 700,000 
by 2028, driven by employment in home care agencies, private households, and public programs like the 
Medicaid Consumer Directed Personal Assistance Program (CDPAP). High turnover adds to the problem: 
employers across the state need to recruit an average of 26,510 new aides each year simply to keep up 
with the growing demand for care, as well as an additional 71,680 workers each year to replace the 
thousands of aides who leave these occupations or exit the labor force entirely. In total, over the ten-year 
period 2018-2028, nearly 1,000,000 job positions must be filled to meet the demand for aides.  
 
The demand for home care workers—aides who work in private homes—already exceeds the supply. A 
2018–2019 statewide survey of home care agencies found that, on average, 17 percent of home care 
positions were left unfilled due to staff shortages. Because home care work is typically poorly paid, as well 
as physically and emotionally stressful, it is difficult to recruit new workers and retain existing ones. The 
COVID-19 pandemic has increased demand for home care even more, while further depressing the labor 
supply. In a Fall 2020 survey, 85 percent of participating New York State home care agencies reported 
worsening staff shortages. As a result of these staff shortages, many individuals with unmet home care 
needs experience hospitalizations that might otherwise be unnecessary, and many enter nursing homes, a 
costly alternative to in-home care that became especially dangerous during the COVID-19 pandemic. 
 
This report explores one potential solution to the home care labor shortage: substantially raising wages 
for New York State’s home care workers. The analysis presents detailed projections, based on the best 
available data, of the economic effects of such an intervention, estimating the costs and benefits that 
would result. We find that public funding for wage increases and health insurance coverage for the 
State’s home care workers would require significant resources, but those costs would be more 
than offset by the resulting savings, tax revenues, and economic spillover effects. 
 
The analysis in the report specifies the costs and benefits of two different wage increases, tailoring each 
to the State’s three existing minimum wage zones: 

• “Target 1” would raise home care wages to $40,000 annually ($22.00 hourly) in New York City, 
$35,000 ($19.25 hourly) on Long Island and in Westchester County, and $30,000 ($16.50 hourly) 
in the rest of the state.  

• “Target 2” would raise wages further: to $50,000 annually ($27.50 hourly) in New York City, 
$45,000 ($24.75 hourly) on Long Island and in Westchester County, and $40,000 ($22.00 hourly) 
in the rest of the state.  
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Either of these wage levels would represent a large increase in compensation for New York State home 
care workers, whose current median annual earnings is only $22,000. Approximately 191,000 workers, or 
86 percent, would receive a raise at Target 1 levels. Nearly 207,000, or 93 percent, would receive a raise 
at Target 2 levels. Economic impact estimates for each target wage level also incorporate the additional 
cost of providing health insurance to home care workers who lack coverage, as well as increased payroll 
taxes.  
 
Public investment in improving the compensation of home care workers would yield net economic 
benefits: 
 

• Target 1 wage increases, health coverage, and payroll taxes would total approximately $4 billion 
per year, and for Target 2 about $6.3 billion.  

• But the combined value of new savings, tax revenues, and economic spillover effects resulting 
from improved compensation would far exceed these costs. The estimated total on the economic 
benefit side of the ledger is $7.6 billion for Target 1 wage increases and $12.9 billion for Target 2 
increases.  

• These savings would be distributed across local, state, and federal levels, with a net gain of $3.7 
billion for Target 1 and $6.6 billion for Target 2.  

 
The analysis includes estimates of three types of costs: wage increases, extension of health insurance to 
workers who would lose their current Medicaid coverage, and new payroll costs associated with wage 
increases, such as larger employer FICA contributions and higher premiums for disability and workers’ 
compensation insurance. It also estimates the economic benefits of increasing wages, which include new 
income and sales tax revenues, savings from reduced turnover, productivity gains, and economic spillover 
effects from workers spending their increased earnings. The results are summarized below: 
 
Costs and Economic Benefits of Home Care Wage Increases (per annum) 
 

 Target 1 Target 2 

Costs   

Wage Costs $2,873,200,000 $4,875,890,000 

Healthcare Costs $856,436,000 $982,186,000 

Payroll Tax Costs $235,378,000 $397,102,000 

Total Costs $3,965,014,000 $6,255,178,000 

   

Economic Benefits   

Economic Spillover $4,597,121,000  $7,801,425,000  

New Income Tax Revenue $1,097,914,000  $1,974,244,000  

New Sales Tax Revenue $141,591,000  $240,284,000  

Public Assistance Savings $495,637,000  $645,336,000  

Turnover Reduction  $151,327,000  $252,211,000  

Productivity Gains $1,149,280,000  $1,950,356,000  

Total Economic Benefits $7,632,870,000  $12,863,856,000  

   

Net Economic Gain $3,667,856,000  $6,608,678,000  
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Economic gains would be distributed across local, state, and federal levels in part because workers’ 
increased spending would not be confined to New York State. Acknowledging this measurement 
challenge, we estimate economic benefits for New York State overall would approximate $5.4 billion for 
Target 1 and $9 billion for Target 2, with net gains of $1.4 billion and $2.8 billion, respectively.  
 
In short, it is in the State’s interest to invest in large-scale pay increases and health insurance coverage for 
home care workers. Such increases should be tailored to regional variations in the cost of living and 
designed to ensure that no workers experience benefits cliffs or net decreases in income. It is also critical 
to ensure that funding is appropriated not only for wage increases but also for the accompanying payroll 
costs, such as insurance premiums for disability benefits and workers’ compensation. Another caveat is 
that at higher wage levels, many workers who currently receive Medicaid would lose that coverage; it is 
crucial that the State cover the cost of providing them with health insurance, so that the benefits of higher 
wages will not be negated.  
 
Improving compensation for home care workers would help to alleviate the existing shortages in 
the occupation, and also spur employment growth in other fields.  
 

• Higher wages would attract more workers to the home care field and would spur some home care 
aides who currently work part-time to seek additional hours.  

• In addition, the economic multiplier effects that would result from the wage improvements for 
home care workers would generate new jobs in other fields of employment. This is because home 
care workers would spend their additional earnings on goods and services, including housing, 
food, transportation and other basic necessities, stimulating job creation in a range of 
occupations. 
 

The estimated effects on employment are summarized below. 
 
Employment Effects of Home Care Wage Increases (per annum) 
 

 Target 1  Target 2 

New Home Care Workers  
(Full-Time Equivalent) 

                     19,440                        38,370  

New Jobs, Other Industries                       17,600                        29,870  

Total Employment Gains                      37,040                        68,240  

 
 
Overall, the report’s analysis shows that allocating state funding to raise home care wages to the 
proposed target levels would generate net benefits, as the cost of doing so is greatly exceeded by the 
savings that would result. Raising pay would also help to meet the skyrocketing demand for home care 
workers and stimulate additional employment growth in other sectors. These findings align with previous 
research demonstrating the positive economic impacts of wage increases and of public investment in care 
work.  

 
 


