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Stanley Ligas, et al., 

v. 

IN THE UNITED STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT OF ILLINOIS 

EASTERN DIVISION 

Plaintiffs, 
Case No. 05 C 4331 

Judge Sharon Johnson Coleman 
Felicia Norwood, et al., 

) 
) 
) 
) 
) 
) 
) 
) 
) Defendants. 

EXPERT DECLARATION OF ELIZABETH T. POWERS, PH.D. IN SUPPORT OF THE 
MOTION OF PLAINTIFFS AND INTERVENORS TO REQUIRE COMPLIANCE 

WITH THE CONSENT DECREE 

I, Elizabeth T. Powers, Ph.D., declare as follows: 

1. I am an Associate Professor of Economics and Faculty Member with the Institute 

of Government and Public Affairs at the University of Illinois at Urbana-Champaign. I have 

held this position since August 2003. Prior to becoming an Associate Professor, I was an 

Assistant Professor of Economics and Faculty Member at the Institute of Government and Public 

Affairs, University of Illinois at Urbana-Champaign, starting in August 1996. I am tenured in 

both the University of Illinois Economics Department and the Institute of Government and 

Public Affairs, a policy research unit. I am also a Faculty Affiliate of the Family Resiliency 

Center at the University of Illinois at Urbana-Champaign (since 2016), a Research Affiliate of 

the Retirement Research Consortium at the University o.fMichigan (since 2004) and a Research 

Affiliate of the Northwestern University/University of Chicago Joint Center for Poverty 

Research (since 2002) and the National Poverty Center at the University of Michigan (since 

2008). 
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2. Among the other professional positions I have held, I was a Junior Staff 

Economist on the President's Council ofEconomic Advisors from July 1989 to August 1990. I 

was also an economist for the Federal Reserve Bank of Cleveland from August 1993 to August 

1996. 

3. I received a Bachelor's Degree in Economics from Vassar College in 1986 and a 

Ph.D. in Economics from the University of Pennsylvania in 1994. 

4. I have published numerous articles in peer-reviewed journals with a focus on 

labor and public economics. Two of my published articles are particularly relevant to my work 

on this case: 

a. Powers, Elizabeth T. and Powers, Nicholas J., (2011). "Should Government 
Subsidize Caregiver Wages? Some Evidence on Worker Turnover and the 
Cost of Long-Term ,Care in Group Homes for Persons with Developmental 
Disabilities" Journal of Disability Policy Studies 21 (March), 195-209. doi: 
10.1177/1044207310389176 (Powers and Powers (2011)); and 

b. Powers, Elizabeth T. and Powers, Nicholas J. (2010) "Causes of Caregiver 
Turnover and the Potential Effectiveness of Wage Subsidies for Solving the 
Long-Term Care Workforce 'Crisis'," The B.E. Journal ofEconomicAnalysis 
& Policy: Vol. 10: Iss. 1 (Contributions), Article 5. DOl: 10.2202/1935-
1682.2277. Available at: http://www.bepress.com/jeap/voll O/issl/ati5 
(Powers and Powers (2010)). 

I also led the research team and co-authored a major Illinois General Assembly-requested (Public 

Act 93-842) report on the adequacy of state payments to community-based agencies. My 

complete curriculum vitae is attached as Exhibit 1. 

5. I am an expert on the economics oflabor markets, disability, human care, human 

capital development, and social insurance and welfare policy. 

Summary of Opinions 

6. I have been asked by counsel for Plaintiffs and Intervenors to render an opinion 

on whether the current compensation received by Direct Support Providers (DSPs) at 
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Intermediate Care Facilities for the Developmentally Disabled (ICF-DDs) and Community 

Integrated Living Arrangements (CILAs) has a causal effect on the turnover of such employees 

at ICF-DDs and CILAs and, if so, to estimate the extent ofthe effect. I was also asked estimate 

the savings to the State of Illinois ifturnover ofDSPs was reduced. 

7. Based on the analysis detailed in this Declaration, I have reached the following 

opinions: 

a. Factors associated with DSP worker turnover at Illinois ICF-DDs and CILAs 
include compensation, client characteristics, and agency characteristics. A 
rigorous study of DSP workers in Illinois finds that compensation has a causal 
effect on turnover. The recent related literature on direct care workers, 
including studies that attempt to identify a causal effect, also finds that 
compensation is an important factor in observed turnover. 

b. The best available evidence suggests that (i) a 25% increase in compensation 
to DSP workers at Illinois ICF-DDs and CILAs would reduce turnover by 
one-third and (ii) DSP turnover has increased by 43% at ICF-DDs and by 31% 
at CILAs since 2001. 

c. Based on current training reimbursements, a 43% increase in DSP-worker 
turnover at ICF-DDs implies an increase in state-reimbursed training costs of 
$2.5 million per year. A 31% increase in DSP-worker turnover at CILAs 
implies an increase in state-reimbursed training costs of $4.0 million per year, 
for a total increase in DSP training costs of $6.5 million per year. 1 

8. I have received and will receive no compensation for my work on this matter; I 

am doing this work on a pro bono basis. 

Analysis 

9. The U.S. Bureau of Labor Statistics (BLS) places the DSP position in the 

"personal and home care aides" occupational group, which is itself encompassed by the larger 

occupational category "direct care worker."2 Compensation takes the form of wages and fringe 

1 As used in this Declaration, "turnover" refers to the share of workers on the job for less than 
one year. 
2Who are Direct-Care Workers? PHI Facts 3: February 2010 update. Accessed at 
http://www.nasuad.org/sites/nasuad/fi1es/hcbs/files/185/9212/PHIFactSheet3 .pdf on 5/16/2016. 
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benefits, where the latter may include employer offerings of paid vacation, education programs, 

pensions, and health insurance. 

10. Turnover refers broadly to changes in the identity of staff at an establishment or 

job site due to voluntary and involuntary separations and hires. Although jobs have a plethora of 

associated attributes, compensation structures play a primary role in both the theoretical and 

empirical literatures on labor markets within the field of economics. A well-developed body of 

economic theory predicts that all else equal, turnover is lower when an establishment offers a 

higher wage, and forward-looking workers can be further incentivized to stay on at an 

establishment when they are offered a graduated, tenure-based pay schedule (Rogerson, 20053
; 

Lazear, 19814
). The centrality of compensation to discussions of labor markets has a highly 

compelling practical foundation, since among the many factors potentially affecting employee 

stability, compensation is the most readily manipulated by employers and government (Morris, 

2009).5 This lever is especially powerful considering that most households rely heavily on 

employment for the vast majority of their income (in 2014 earnings comprised 76% of all 

household income in the United States).6 That is, most of household income is earnings. 

11. There is some rigorous research on direct-care worker turnover. Early literature 

on this topic, largely outside of economics and closely allied fields, tended to focus on non-

pecuniary aspects of these positions, sometimes going so far as to exclude compensation as a 

factor altogether. In the past ten years, the literature has more seriously considered compensation 

3 Rogerson, Richard, Shimer, Robert, and Wright, Randall. 2005. "Search-Theoretic Modes of 
the Labor Market: A Survey." Journal of Economic Literature 43(4, December): 959-88. 
4 Lazear, Edward. 1981. "Agency, Earnings Profiles, Productivity, and Hours Restrictions." 
American Economic Review 71(September):606-20. 
5 Morris, Lisa. 2009. "Quits and Job Changes among Home Care Workers in Maine: The Role of 
Wages, Hours, and Benefits." The Gerontologist: 1-16. 
6 U.S. Census Bureau, Income and Poverty in the United States: 2014, p. 65. 
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in conjunction with many other factors. On the whole, recent studies support the hypothesis that 

compensation is an important cause-some argue the chief cause, and certainly the most readily 

manipulable cause-of turnover in direct care occupations. My work, conducted with Nicholas J. 

Powers, Ph.D., J.D. (who is, incidentally, my spouse), detailed in Powers and Powers (2010) has 

addressed the very specific issue of a causal effect of compensation on DSP worker turnover in 

Illinois, estimating that a 25% increase in compensation causes a one-third drop in turnover at 

CILAs. 

12. This Declaration provides further detail on the theoretical and empirical evidence 

on turnover in the DSP position. The next section presents a primer on the economics of 

turnover. This is followed by basic background on the DSP position, the funding system for 

CILAs and I CF-D Ds that supports agencies' staffing of residential facilities, the characteristics 

ofDSP workers, and the available evidence on recent DSP compensation and turnover. The 

section "Relevant Scholarly Research" provides a focused literature review, ranging from the 

very specific studies of Powers and Powers (20 10, 2011) to research on related types of direct 

care workers. Since the studies of Powers and Powers (20 10, 2011) were conducted a decade ago 

for DSP workers at CILAs, evidence is presented that these findings are both germane to DSP 

workers at ICF-DDs and continue to be applicable to the contemporary situation. The declaration 

ends with a discussion and conclusions. 

The Economics of Turnover 

13. Turnover refers broadly to changes in the identity of staff at an establishment or 

job site due to voluntary and involuntary separations that necessitate hiring replacement 

employees. A turnover measure typically involves a count of new or departing employees 

(sometimes both), expressed relative to some measure of total employment size of the 

5 
300597530 v1 

Case: 1:05-cv-04331 Document #: 665-1 Filed: 04/07/17 Page 5 of 100 PageID #:12390



establishment. One example of turnover is the measure used by the Illinois Association of 

Rehabilitation Facilities (IARF), constructed as total separations over the year divided by 

average monthly employment. A simpler turnover proxy is used in Powers and Powers (20 10, 

2011) and by other scholars: the share of employees at a point in time who have been on the job 

for less than one year. The former measure has the advantage of capturing "churning" in 

positions (i.e., the measure rises when multiple people fill the same position during the course of 

a year), while the latter has the advantage of being simple to collect accurately from employers 

and conveying some information about employee tenure. Turnover measures typically do not 

distinguish between exits due to health problems or injuries, retirements, or leaving for a better 

job (Saridakis and Cooper, 2016).7 

14. Given the largely fixed technology of providing residential services and reliance 

on government funding rather than private pay, most agencies providing developmental 

disability services are fairly stable in size, and turnover occurs against a fairly static number of 

total positions. Anecdotally, there may have been some reduction in the 'permanent' staffing 

level due to consolidation and increased capacity of CILAs in order to conserve on labor costs. 8 

15. Most low-earning workers do not have realistic options for leaving the labor 

market voluntarily. In 1996, cash welfare was largely converted to work supports, chiefly child 

care for the employed (Powers, 20009
). Not only did the Earned Income Tax Credit (EITC) 

become the largest means-tested income support program, but as a wage subsidy program, it can 

7 Saridakis, George and Cooper, CaryL., 2016. "Introduction: The State of Employee Turnover" 
in Saridakis, George and Cooper, CaryL. ( eds.) Research Handbook of Employee Turnover. 
Cheltenham, U.K.: Edward Elgar Publishing Ltd. Pp. 1-4 (New Horizons in Management). 
8 Site visit communications, June 2016. 
9 Powers, Elizabeth T., 2000. "Block Granting Welfare: Fiscal Impact on the States." Economic 
Development Quarterly 14( 4, November):323-339. 
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only be accessed through paid employment. It is unsurprising then that three-quarters of direct 

care workers who leave a position are found to be working when followed up four months later 

(Baughman and Smith, 2012). 10 

16. Economic theory predicts that workers are inclined to remain in jobs with 

beneficial attributes and to depart from jobs with poor ones. Difficult, dangerous, or unpleasant 

job tasks and the circumstances in which they are performed have associated financial, health 

and psychic costs that make workers less likely to take the job and more likely to leave 

voluntarily. Beneficial aspects of jobs entice workers to sign on with an employer and stay. The 

literature has sometimes labeled as "intrinsic" factors such as a lovely setting, a belief in the 

employer's 'mission,' and management that respects worker 'voice,' while labeling 

compensation in its various forms, work load, and so forth "extrinsic." While workers with 

different characteristics may value such attributes differently from each other, it is usually 

difficult for employers to screen applicants on their preferences over intrinsic attributes. 

17. The ability of workers to flow between jobs is affected by the larger economic 

environment. When labor demand in a sector is high relative to labor supply, there are ample 

open positions and upward compensation pressure. This attracts appropriately-skilled workers to 

flow into that sector. In contrast, when the economy is moribund, there are few open jobs and 

compensation is stagnant, encouraging workers to stay put. 11 

10Baughman, Reagan A., and Smith, Kristin E. 2012. "Labor Mobility of the Direct Care 
Workforce: Implications for the Provision of Long-Term Care." Health Economics 21: 1402-
1415. 
11 Note that regulation ofthe residential DD sector fixes a maximum resident to staff ratio 
thereby limiting the risk of job loss due to an economic downturn for DSPs. However, the 
business cycle does affect DSP workers' outside opportunities for employment. 
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18. The preceding general discussion of labor markets suggests a number of factors 

potentially influencing DSP worker turnover. They are arranged into four categories for 

convenience: 

• Compensation in the DSP job. Factors include wages and benefits, the rate at 
which wages increase with job tenure, and the presence of fringe benefits. These 
factors attract workers and encourage them to stay or to leave for other 
opportunities. 

• Worker characteristics. Factors include age, sex, race, marital status, education, 
special credentials, and ·prior experience in the field. These factors are associated 
with (i.e., proxy for) workers' other employment opportunities, their preferences 
about job features, their life obligations, their physical ability to do the job, and 
their commitment to the field. 

• Work conditions. Factors include agency for-profit organization, agency size, 
workload, workplace social supports, internal job ladders, unionization, shift 
types, nonstandard work schedules, occupation-specific training requirements, 
and consumer characteristics. Consumer characteristics are particularly influential 
for turnover in the residential DD care sector, because conditions that make 
caregiving physically demanding put workers at high risk for injuries. 

• Market forces, such as the local area unemployment rate and the wages and other 
compensation that other employers are offering in alternative occupations. These 
factors govern the outside opportunities that attract workers to or from a particular 
DSP position. 

Requirements of the DSP Position 

19. Appendix 1lists the complete requirements for DSP workers. Minimal 

qualifications include having attained age 16 and having completed at least the gth grade. 

Workers must receive 40 hours of classroom training in addition to on-the-job training. Workers 

must demonstrate classroom competency in six areas: Introduction to Developmental Disabilities 

(4 hours), Human Rights (4 hours), Prevention/Recognition/Intervention of Abuse/Neglect 

Exploitation (3 hours), Human Interaction and Communication (4 hours), Service Plan 

Development and Implementation (4 hours), Basic Health and Safety (15 hours), and CPR/First 
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Aid (6 hours). 12 Workers must score at least 80% on each module quiz in order to pass the 

classroom portion of their training. 13 

20. Administering medications is a very common and important task at residences. 

While nurses are on duty at ICF-DDs, DSP workers at CILAs frequently need to administer 

medication, because they are often the only staff available. To administer medication, DSP 

workers must possess a high school degree and attain a score on the "Test of Adult Basic 

Education (TABE)" that indicates literacy at the gth grade level, which is actually quite 

advanced. 14 These workers receive an additional 15 hours of classroom training on administering 

medication after their DSP training is completed. Many agencies also require all DSP workers to 

have a driver's license in order to assist residents with community outings. 

21. It is useful to compare the requirements for the DSP position with ubiquitous jobs 

that are untipped and low-paid, such as certain occupations within food service and child care 

workers. In both cases, the requirements are less stringent. The BLS classifies fast food positions 

12 Detailed topics under each module are provided in "DSP Required Classroom Training 
(Illinois Department of Human Services) at http://www.dhs.state.il.us/page.aspx?item=59l39. 
13 "DSP Required Classroom Training" (Illinois Department of Human Services) at 
http://www.dhs.state.il.us/page.aspx?item=59139. 
14 This "low adult secondary education literacy level" of reading and writing skills is such that 
the "Individual can comprehend expository writing and identify spelling, punctuation, and 
grammatical errors; can comprehend a variety of materials such as periodicals and nontechnical 
journals on common topics; can comprehend library reference materials and compose 
multi paragraph essays; can listen to oral instructions and write an accurate synthesis of them; and 
can identify the main idea in reading selections and use a variety of context issues to determine 
meaning. Writing is organized and cohesive with few mechanical errors; can write using a 
complex sentence structure; and can write personal notes and letters that accurately reflect 
thoughts (Functioning Level Table downloaded from the National Reporting System, 
www.nrsweb.org on 6/30/2016)." The gth_grade requirement is in what the TABE publisher 
characterizes as the "difficult" range, just one step below the "Advanced" range, at which an 
individual is assessed ready for postsecondary education (National Commission on Adult 
Literacy Policy Brief: Challenges in Assessing for Postsecondary Readiness." Mellard, D.F., 
Anderson, G., December 14,2007. 26 pp. Downloaded at 
http://www. caalusa.org/ content/ assessmentmellard. pdf on 6/3 0/20 16). 
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in the category Food Preparation and Serving Occupations. These jobs generally have no entry-

level education credential, no formal literacy requirements, and no classroom training 

requirements. Early childhood assistants at child care centers must have a high school diploma, 

while child care workers in family care settings face no education credential. All child care staff 

are subject to background checks (as are DSP workers) and must have training in sudden infant 

death syndrome (SIDS) if the facility is licensed to care for newborns and infants. There must be 

one person certified in first aid present at all times, and all child care center staff are required to 

have 15 hours of in-service training annually. 15 

22. Child care especially may appear to be a sector that competes for the same types 

of workers as DSPs, because of the predominance of female workers and the shared human care 

objective. However, the prerequisites for the DSP position are much more stringent once one 

considers its classroom training and first aid requirements. The need for workers who can 

administer medication also requires a good T ABE score, which is difficult for many candidates 

to achieve. Anecdotal reports from agencies are that passing the T ABE at a level one step below 

postsecondary readiness is a considerable hurdle which eliminates many high school graduates 

from consideration. 16 Further, the physical demands on the DSP worker are much greater than on 

the child care worker, because the DSP worker provides physical assistance to adults. The 

empirical evidence also shows that DSP and child care assistant are not substitute occupations as 

a practical matter. Baughman and Smith (2012) finds that less than 2% of workers leaving 

15 See https://www.illinois.gov/dcfs/brighterfutures/childcare/Documents/CFS 1050-
52 Swnmary for DCC.pdf for centers and http://ccrs.illinois.edu/providers/licensing.html for 
family care settings. Note that 'in-service' training is a much looser requirement than classroom 
training. It may be satisfied, e.g., by attending conference sessions. 
16 Agency site visits, June 2016. 
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childcare positions go into direct care, while the rate of workers flowing from direct care to child 

care is similar. 

CILA and ICF-DD Rate Models 17 

23. The state's rate models detail and rationalize the reimbursement policies for DD 

services, including residential services at ICF-DDs and CILAs. State payments made toDD 

agencies are tailored to the type of service, location (in the case ofiCF-DDs only), and consumer 

care burden. The rate models show how these totals are derived from assumptions about input 

costs and the amounts of inputs required to provide the service. Among the multitude of 

component rates specified in the models are reimbursement rates for DSP worker compensation. 

The component wage and benefit rates are especially important in determining the total amount 

of state support to agencies, because-mirroring the reality that human care services are highly 

labor-intensive-the compensation components of the rate models dominate the formula that 

determines the total state payment that an agency receives for its services. Figures 1, 2a, and 2b 

indicate the nominal rates for DSP workers at CILAs and ICF-DDs from 2001 to 2016. 

24. Figures 1 and 2b indicate the reimbursement rates for total compensation. The 

total compensation reimbursement rate is equal to one plus the benefit rate times the wage 

reimbursement rate. In 2008, the benefit rate rose from 21% to 25% for CILA-DSP workers and 

has remained at that level since. The benefit rate for ICF-DD-DSP workers has remained at 21% 

throughout the period 2001-2016. These benefit rates are quite low compared to a current share 

of benefits in total compensation for all civilian workers of 32% and a nationwide share of 31% 

17 Information on DSP worker reimbursements are from the Illinois Department of Human 
Services pursuant to a December 14, 2015 FOIA request from the Center for Developmental 
Disabilities Advocacy and Community Supports. Information on CILA rates was also obtained 
from McGowan, Annie, Failing to Keep Pace: An Analysis ofthe Declining Value of Illinois 
Human Services Reimbursement Rates. Published by Illinois Partners for Human Service, 
February 2016. 
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for workers in the health care and social assistance category. 18 For CILA-DSP workers, the 

statutory total compensation reimbursement rate rose by 14% between 2001 and 2016, while the 

wage reimbursement rate rose by 10.2%. There has been zero nominal growth in ICF-DD 

compensation and its components. 

Figure 1: Nominal Reimbursement Rate for CILA-DSP Worker Wages and Total 
G<?J:11P~11~(ltion, 2001-2016 
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25. Figure 2a shows the history ofiCF-DD wage reimbursement rates for DSP 

workers over 2001-2016. These rates are adjusted for the Health Service Area (HSA) in which 

the ICF is located to control for variation in costs around the state. (Appendix 21ists the counties 

that comprise each HSA.) The base ICF rate of$9.29 is reduced in five lower-cost HSAs and is 

increased in six higher-cost HSAs. The statutory wage reimbursement rate ranges from $8.41 in 

HSA 5 to $11.16 inHSAs 6, 7, and 8. 

18 Employer Cost for Employee Compensation, News Release (June 9, 2016), downloaded from 
http://www.bls.gov/news.release/pdf/ecec.pdf on July 20, 2016. 
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Figure 2a: Nominal Reimbursement Rates for ICF-DD-DSP Worker Wages, 2001-2016 
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26. Figure 2b shows the statutory reimbursement rates for total compensation for DSP 

workers at ICF-DDs. As noted, the rates have not changed over the past 15 years. They range 

from $10.17-$13.51 depending on the HSA. 

Figure 2b: Nominal Reimbursement Rate for ICF-DD-DSP Worker Total Compensation, 2001-
2016 
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27. It is important to note that agencies are in no way required to restrict actual wages 

and benefits paid to statutory reimbursement levels. They are free to pay more or less than what 
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the state will reimburse. However, because the total amount of state funding an agency has to 

work with is tied so closely to its labor inputs, what the agency can afford to pay its workers is in 

fact highly dependent upon the DSP reimbursement rate. 19 Agencies must also follow required 

staffing ratios by law. Therefore agencies are limited in the actions they can take as a response to 

low reimbursements, like cutting DSP staff, while operation consolidation is limited by statute 

and is counter to the expressed policy goal ofiDHS .. 

28. In some other subsidized care sectors, the federal government requires that the 

state periodically reality-check reimbursements against the marketplace. Notably, in the case of 

the state's child care assistance (CCAP) program, the state must conduct an extensive survey of 

market child care prices every other year. These data are used by the state to demonstrate to the 

federal government that its child care subsidy is set at a level at which 75% of available care of 

each designated type is priced below the subsidy level.20
'
21 Thus, child care subsidy rates must 

rise as child care prices rise. In contrast, there is no similar burden on the state to test its CILA 

and ICF-DD rate models against the marketplace. The DD rate levels have been largely static for 

the past 15 years or more. Although actual costs ofiCF-DD and CILA operations have risen 

steadily over time (the overall price level has risen 36% from 2001 to 2016), the component 

reimbursement rates on most items, with compensation being the chief cost item in the sector, 

have rarely budged. 

19 There do not seem to have been any important increases in other parts of the rate model that 
would reduce the primacy ofDSP rate reimbursements in driving overall funding. However, it 
was not possible to obtain direct confirmation of this. 
20 In the present context, this would be akin to setting the wage reimbursement rate at the 75th 
~ercentile of earnings among people with appropriate backgrounds for the DSP occupation. 

1 This information is reported to the federal government in a biennial report (Powers, Elizabeth, 
Whitehead, Joellyn, and Anderson, Kevin, for the Illinois Department of Human Services. 
Market Rate Survey of Licensed Child Care Programs in Illinois: Fiscal Year 2014. Available at 
http://www.dhs.state.il.us/OneNetLibrarv/27897/documents/HCD%20Reports/Child%20Care/M 
arketRateSurvev2014vlll.pdf.) 
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Rate Models in the Labor Market Context 

29. Although nominal reimbursement rates for DSP positions have been largely flat, 

the cost of employing workers has been rising. Figures 3a and 3b show the BLS 's Employment 

Cost Index (ECI) and the ECI for the category of Health and Social Assistance workers, for 2001 

through 2016 (the Health and Social Assistance ECI is only available from 2003). Figure 3a 

indicates the ECI for wages of all workers and health and social assistance workers. Figure 3b 

shows total compensation growth for all workers and for health and social assistance workers 

(for a clearer visual presentation, the ECis are normalized so that they cross the x-axis in 2006, 

their base year). Employment costs have risen similarly for health and social assistance workers 

and all workers. Wage costs for all workers rose by 34% between 2003 and 2015, and by 36% 

for health and social assistance workers. Total employment costs over the same period rose 38% 

for all workers and by 39% for health and social assistance workers. Static DSP worker 

compensation reimbursement rates are clearly at odds with the labor costs trends over the same 

period. Overall, trends in health and social assistance workers' compensation and all workers are 

similar?2 If the state had offered market-based reimbursement rates, they would have raised the 

reimbursement rate in every year of the period in question in order to preserve the status quo. 

22 I use the period 2003-2016 in the narrative because the ECis for all workers and health and 
social assistance workers are both available. Looking at all workers for 2001-2016 implies 
growth in the ECI of 42% for wages and growth of 48% for total compensation. 
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Figure 3a: Wage Growth in All Occupations and Health Care and Social Assistance 
Occupations, 2001-2016 

....,._ALL OCCUPATIONS .....,._HEALTH CARE & SOCIAL ASSISTANCE 

Notes: Source data from Table 2 of the Employment Cost Index-Historical Listing Volume III, 
April2016 (http://www.bls.gov/web/eci/echistrynaics.pdf). 

Figure 3b: Total Compensation Growth in All Occupations and Health Care and Social 
Assistance Occupations, 2001-2016 

....,._ALL-COMPENSATION ....,._HEALTH CARE & SOCIAL ASSISTANCE-COMPENSATION 

Notes: Source data from Table 1 of the Employment Cost Index-Historical Listing Volume III, 
April2016 (http://www.bls.gov/web/eci/echistrynaics.pdf). 

30. By applying the ECis to the nominal reimbursement rates for DSP worker 

compensation, it is possible to illustrate how the real value of these reimbursements has changed 
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over time. Figure 4 shows the trend in real hourly wage reimbursements for DSP workers at ICF-

DDs. The ICF-DD rate varies according to HSA. All values have been adjusted by the ECI for 

wages (all occupations) to express the rates in constant ('real') value. In 2001, the real value of 

wage reimbursements ranged from $11.96 to $15.88, depending on the HSA. In 2016, the lowest 

wage reimbursement was $8.41 in HSA 5 and the highest was $11.16 in HSAs 6, 7, and 8. The 

mid-range reimbursement was $9.19 (down from areal value of$13.07 in 2001) for HSAs 2 and 

4. 

31 Although the nominal reimbursement values for total compensation have 

remained fixed at from $10.17 to $13.51 since 2001 (depending on the HSA), adjusted for 

secular increases in compensation, the value of this pay is down by 30%, or nearly one-third, 

from its value in 2001. 

Figure 4: Real Value ofiCF-DD-DSP Worker Wage Reimbursement, 2001-2016 

Not~~:I~eflated by the§QI for Wl;lg~~'"ll!Lworker .. s ...... " ................ ~ ...... . 
$17.25 

: $16.25 

$15.25 

$14.25 

$13.25 

$12.25 

$11.25 

$10.25 

$9.25 

2001 2004 2007 

.....-HSA5 .....-HSA 11 

....,._ HSAs 1 & 10 ....,._ HSA 9 

2010 2013 

.....-HSA3 ....,._ HSAs 2 & 4 

....,._ HSAs 6, 7 & 8 

2016 

32. The real values of CILA wage reimbursement rates are pictured in Figure 5. The 

CILA reimbursement is uniform throughout the state. The nominal CILA rate for wage 
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reimbursement was $9.72 in 2001. A one-time adjustment to the rate brought it to $10.71 in 

2002. Adjusting for secular increases in employment costs, the CILA wage reimbursement has 

declined in real value by 23% since 2001. 

Figure 5: Real value of the CILA-DSP Worker Wage Reimbursement, 2001-2016 

$13.25 

. $12.25 

$11.25 

$10.25 

$9.25 

$8.25 
2001 2004 2007 2010 

Notes: Deflated by the ECI for wages, all workers. 

2013 2016 

33. The rate model also provides an 'add-on' for worker benefits, which is calculated 

as a percentage of the wage reimbursement level. In the case ofiCF-DD workers, the rate model 

allows for a benefits cost equal to 21% of the wage reimbursement. In 2001, the benefit rate for 

CILA-DSP workers was the same as for ICF-DD-DSP workers. In 2008, the CILA benefit rate 

was raised to 25%, while the ICF-DD rate remained unchanged. 

34. To provide a complete picture of state compensation reimbursement for DSPs, the 

combined real value of pay and benefit reimbursements is also presented. Total state 

reimbursement that is intended for DSP-worker compensation is shown in Figures 6 and 7 for 

ICF-DD and CILAs, respectively. Figure 6 illustrates the real decline in the total value of 

18 
300597530 v1 

Case: 1:05-cv-04331 Document #: 665-1 Filed: 04/07/17 Page 18 of 100 PageID #:12403



compensation since 2001 for ICF-DD-DSP workers, while Figure 7 shows real total values for 

CILA-DSP workers. 

Figure 6: Real Value ofiCF-DD Reimbursement Rates for Total Compensation by HSA, 2001-
2016 

$20.25 

$16.25 

$14.25 

$12.25 

$10.25 

$8.25 
2001 

-+-HSA5 

2004 2007 

..,..._HSA 11 

"""'*'"""HSAs1&10 ~HSA9 

2010 2013 2016 

-&:-HSA3 ~HSAs2&4 

-+-HSAs 6, 7 & 8 

Notes: Rates are deflated by the ECI for total compensation, all workers. 

35. Figure 6 illustrates the 33% decline in the real value of combined wage and 

benefit reimbursement rates for the ICF-DD-DSP position from 2001 to 2016. The combined 

value of compensation currently ranges from $10.17 in HSA 10 to $13.51 in HSAs 6, 7, and 8. 

HSAs 2 and 4 are in the middle of the range at $11.12. In 2001, these reimbursement rates were 

equivalent to $15.13-$20.09 in today's terms, while the mid-range compensation was worth 

$16.54. 

36. Figure 7 illustrates the 23% real decline in reimbursement of combined pay and 

benefits from 2001 to 2016 for CILA-DSPs, which currently stand at $13.39, down from an 

inflation adjusted peak of$18.58 in 2002. 
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Figure 7: Real CILA-DSP Worker Total Compensation Reimbursement, 2001-2016 
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37. One can also examine the rate model wage reimbursements for DSP workers at 

CILAs in the specific context of the Illinois labor market. Unfortunately, a lack of wage 

information by detailed area precludes conducting this analysis for ICF-DD-DSP workers. Figure 

8a relies on wage data compiled for Illinois by the U.S. Bureau of Labor Statistics.Z3 The grey 

line in the figure indicates the statutory CILA-DSP worker wage reimbursement rate. Benefit 

amounts cannot be similarly analyzed due to a lack of detailed benefits data by state. 

23 The Occupational Employment Statistics are available from the U.S. Bureau of Labor 
Statistics at http://www.bls.gov/oes/. 
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Figure Sa: Statutory CILA-DSP Wage Reimbursement Rate and the lOth and 25th Percentiles of 
Illinois Earnings, 2001-2015. 

$11.25 
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$9.25 
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$6.25 
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~lOth %of wages ~25th %of wages ~ CILA Rate 

Source: Occupation and Employment Statistics, U.S. Bureau of Labor Statistics. 

38. The lowest line of Figure Sa (in blue) illustrates the 10th-percentile of wages over 

the period 2001-2016. In other words, ninety percent of all workers in Illinois are paid more than 

this wage level.24 This wage is effectively indicative ofthe bottom of the Illinois wage 

distribution?5 The blue line in Figure 8b shows the wage 'premia', or the percentages by which 

the statutory CILA wage reimbursement rates exceed the 1oth -percentiles of the Illinois wage 

distribution in each year. In 2001, the CILA wage reimbursement rate exceeded the lOth_ 

percentile wage by 4 7%. In other words, at that time a premium of nearly 50% above some of the 

very lowest wages observed in the Illinois labor market was considered appropriate to attract and 

24 There are only 5 occupations listed for Illinois in 2015 out of a total 802 total in which the 
typical (median) worker earns less than $9.17 per hour. These are Waiters and Waitresses (note 
these are tipped positions); Shampooers; Counter Attendants, Cafeteria, Food Concession, and 
Coffee Shop; Combined Food Preparation and Serving Workers, Including Fast Food; and 
Cooks, Fast Food. 
25 It is not unreasonable to assume the 1oth percentile is a good-enough estimate of the "bottom" 
wage in the state because wages at the extremes (either extremely low or extremely high) are 
more often idiosyncratic (e.g., a person who works for a relative) and are arguably more likely to 
reflect measurement error. 
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retain qualified DSP-CILA workers. The grey line in figure 8a indicates the statutory CILA-DSP 

worker wage reimbursement rate. After the $1 adjustment to the CILA wage reimbursement rate 

in 2002, the wage reimbursement exceeded the lOth percentile of wages by nearly 60% (59%). 

By 2015, the CILA wage reimbursement rate exceeded the lOth percentile of hourly wages by 

$1.54, representing only a 17% premium. That is, the gap between the near-rock-bottom wage in 

the entire Illinois labor market and the CILA reimbursement rate shrank by almost two-thirds 

(64%) from 2001 to 2015. 

Fiiure 8b: Premium of the Statutory CILA-DSP Wage Reimbursement Rate over the lOth and 
25 Percentiles ofillinois Earnings, 2001-2015. 
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39. Figures 8a and 8b also illustrate these trends for the 25th percentile of the Illinois 

earning distribution (see orange lines). Three-quarters (75%) of all Illinois workers earn a higher 

wage than the level indicated by the orange line in Figure 8a. Figure 8b shows that in 2001, the 

CILA rate model paid a wage 'premium' above the 25th percentile wage level of 10%. This 

nearly doubled (to 19%) with the $1 CILA-DSP wage rate reimbursement increase of2002. 

Although the rate model implied that a premium of nearly 20% over the 25th percentile of 
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earnings was needed to attract and retain appropriate DSP workers in 2002, in 2011, the CILA-

DSP worker wage reimbursement rate exactly equaled the 251
h percentile of earnings (both were 

$10.71). Starting with 2012, the CILA DSP worker wage reimbursement rate fell below the 25th 

percentile of earnings in Illinois. That is, the wage premium indicated by the wage 

reimbursement rate has reversed: in 2015, the rate represented a 5% wage penalty from the 25th_ 

percentile wage level. 

Characteristics of DSP Workers, Compensation, and Turnover 

40. The most recently available national statistics indicate that direct care workers are 

predominately female (nearly 90%) and are often minority group members: Slightly under half 

are white-non-Hispanic, while 30% are African American.26 

41. Using the most recently available data for Illinois (the American Community 

Survey for 2012-2015), I calculated the characteristics of Illinois residents claiming the 

occupation "personal care aide" who also possessed at least a high school credential or GED. In 

Illinois, 85% of this group is female, 33% are African American, 24% lived in households 

receiving Medicaid and 34% were in households participating in the Supplemental Nutrition 

Assistance Program (SNAP). Almost one third (32%) were the female heads ofhouseholds with 

minor children. The average hourly reported wage for this group was $12.63. 

42. The 'personal care aide' category includes workers who are not in the DSP 

position. There are few sources of recent information on DSP worker wages per se, in part due to 

an unintended omission of reporting requirements at the time agency contracts were rewritten.27 

The IARF salary survey collects some information on DSP worker wages. The 2015 survey, 

26 2011 figures from PHI, America's Direct-Care Workforce (Facts 3, November 2013 Update), 
downloaded from http ://phinational.org/ sites/phinational.org/files/phi-facts-3. pdf on May 16, 
2016. 
27 Communication to author from IDHS staff, July 2016. 
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which relied on 73 responding agencies, found that workers who were DPSs or job coaches in 

community supported living arrangements, CILAs, Children's or Foster programs faced entry

level wages as low as $8.50 and had a mean hourly wage of$13.44. Average wages were highest 

in the Metro/Chicago area ($14.34), next-highest in the South ($14.13), followed by the South 

Central area ($13.20) and the North/North Central ($12.85). The average fringe benefit rate for 

residential non-supervisory DSP workers was 28% (the range across areas was 25%-35%). 

43. The IARF annual salary survey also appears to be the only source of information 

on DSP worker turnover in recent years. Average years of experience ofthe DSP workers or job 

coaches was reported by IARF to be just 1.89 years, indicative of very high turnover. However, 

the correct statistic may be even lower than this, indicating even higher turnover, since IARF 

appears to credit any employees currently on the job, which would include employees with less 

than one year's experience, with a full year's experience. This means that even this low reported 

level of job tenure is exaggerated. 

44. Anecdotally, some agencies have a few long-time employees (e.g., 15 years or 

more).Z8 But these long-time workers are rare. Instead, the large number of workers who try the 

job and quickly move on drag average experience down dramatically. 

28 Agency site visit communication, June 2016. 
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My Empirical Study ofDSP Worker Turnover in Illinois 

45. In 2010 and 2011, I published, with a coauthor, two peer reviewed papers 

discussing our empirical studies of DSP-worker turnover in Illinois, Powers and Powers (20 1 0) 

and Powers and Powers (2011). The articles are attached as Exhibits 2 and 3. 

Powers and Powers (201 0) 

46. Powers and Powers (2010i9 is concerned precisely with the question of the 

determinants of turnover in the DSP position at Illinois CILA sites. 

4 7. Turnover is determined by a confluence of employer and employee decisions. As 

noted, a multitude of factors are potentially influential. The research challenge is to sort out 

which factors have consequential, causal influences and which factors have either weak or 

spurious associations with turnover. Much of the literature on turnover in human care suffers 

from two shortcomings which are directly addressed by my work as discussed in Powers and 

Powers (20 1 0). First, in the past, researchers outside of economics and related fields tended to 

emphasize factors such as work culture, job ladders, and intrinsic job satisfaction, giving 

negligible consideration to compensation. Second, much research that has considered 

compensation has been descriptive, making no attempt to establish causality from compensation 

to turnover. For example, if turnover is lower when a group of employees has longer tenure, and 

wages tend to increase with tenure, this generates a spurious (negative) association between 

turnover and wages. We could not conclude from that association that offering a higher wage 

would actually reduce turnover. In fact, in this example the workers are paid more because they 

have stayed-they have not necessarily stayed because they are paid more. 

29 Powers, Elizabeth T., and Powers, Nicholas J., 2010. "Causes of Caregiver Turnover and the 
Potential Effectiveness of Wage Subsidies for Solving the Long-Term Care Workforce 'Crisis."' 
The B.E. Journal of Economic Analysis and Policy 10(1): Article 5 (Contributions). 
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48. The analysis we described in Powers and Powers (2010) used 2004-2005 data on 

DSP workers at CILAs. Accurate survey responses on work and pay, including both wages and 

benefits, were reported from agency payroll records. In addition to compensation, the study 

design allowed myriad factors also potentially affecting turnover to be held constant. We 

identified a causal estimate of the effect of DSP worker compensation on turnover by using 

information on the DSP wage offers of local competitors in the CILA market. The reasoning 

behind this strategy is that agencies are constrained by the local labor market from which they 

draw: An agency has no control over its competitors' wage offers but has to remain competitive 

with them if it wishes to hire and retain employees. This strategy identified the part of the 

variation in an agency's wage offers that was independent of the agency's characteristics and 

choices. 

49. Factors found to significantly decrease turnover in the final model specification 

were total compensation, nonprofit agency status, share of elder consumers, the local 

unemployment rate, and the share of blind or deaf consumers. Share of nonambulatory 

consumers, total agency size, and share of dually diagnosed (mental illness and DD) consumers 

were all associated with higher turnover. Overall, the set of significant explanators did a good 

job of explaining the variation in turnover (41% of all variation in turnover was explained by the 

preferred model). 30 In contrast, the share of male residents and older male residents, the average 

consumer inventory for client and agency planning (ICAP) score, the wage schedule (i.e., the 

differential between entry and experience wages), the consumer-to-DSP ratio ('workload'), 

CILA worker unionization, agency public nonprofit status, and whether the agency offered any 

mental health services did not have statistically significant effects on turnover. 

3° Factors included in preliminary models that had no effect on turnover were omitted in the 
preferred specification. 

26 
300597530 v1 

Case: 1:05-cv-04331 Document #: 665-1 Filed: 04/07/17 Page 26 of 100 PageID #:12411



50. The following table presents a summary of my findings. Columns 1 and 2 provide 

summary statistics of the variables. The mean of a variable is its average value, while its standard 

deviation measures its dispersion. 31 A standard deviation can be thought of as indicating the 

range of values over which the variable would 'typically' or 'reasonably' be expected to range. 

Column 3 indicates the estimated effect of each factor on our turnover measure, which is the 

share of employees on the job for less than one year. Column 4 presents the products of Columns 

2 and 3, indicating the change in the turnover rate that is expected due to reasonable variation in 

the factor. Factors are listed in the table from largest to smallest in their absolute effect on 

turnover. Note that the effect of total compensation on turnover is very large, second in absolute 

value only to the share of non-ambulatory consumers, which presumably influences turnover 

through worker injuries and 'burnout'. 

Table 1: Sample Statistics of Key Model Variables and Estimated Change in Turnover Caused 
by a One-Standard-Deviation Change in the Variable 

(1) (2) (3) (4) 
Effect of a 

Standard Effect one s.d. 
Mean deviation on change on 

(s.d.) turnover turnover 
Turnover measure 0.267 0.126 NA NA 
Factors Explaining Turnover 
Share of consumers who are not 

0.102 0.137 0.503 0.069 
ambulatory 
Log of total hourly compensation 2.39 0.185 -0.302 -0.056 
Log oftotal agency size 4.84 1.121 0.033 0.037 
Nonprofit 0.705 0.46 -0.065 -0.030 
Share elder consumers 0.380 0.204 -0.126 -0.026 
Log of county unemployment rate -2.74 0.138 -0.183 -0.025 
Share dually diagnosed consumers 0.357 0.302 0.083 0.025 
Share blind or deaf consumers 0.058 0.058 -0.390 -0.023 
Notes: Calculations are based on estimates reported in Powers and Powers (2010). Estimated 
effects are from a model using "Log of local average wage" as an instrument for log total 

31 The greater the standard deviation, the more spread out are the data points about the mean. 
Most data points of a variable lie within one standard deviation of its mean. 
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compensation. Turnover is defined as the share of employees on the job for less than one year. 
Estimates are based on observations from 61 agencies and 200 associated CILA sites. 

51. The econometric model findings described in Powers and Powers (20 1 0) can be 

presented in a variety of ways. An intuitive statement of our preferred model finding is that a 

25% increase in total compensation in 2005 would have reduced turnover (defined as the share 

of workers on the job for less than one year) at CILA- operating agencies by one-third. We 

estimated that this reduction in agency turnover would be entirely due to more stability in the 

CILA-DSP worker position. Note that a 25% increase in total DSP worker compensation 

amounts to $2.50 circa 2005. Today's equivalent constant-employment-cost value is $3.21. 

Powers and Powers (2011) 

52. In Powers and Powers (20 11) my coauthor and I examined the implications of 

turnover. Little research has been done to enumerate the costs of high DSP worker turnover. 

Focusing again on turnover at Illinois CILAs, we found, as described in Powers and Powers 

(2011), that several costs are higher when turnover is higher, among them state-reimbursed 

training expenditures. Both state-reimbursed training expenditures and the share of employees 

engaged in training were found to be positively affected by worker turnover. 

53. Specifically, Powers and Powers (2011) estimates the causal impact of turnover 

on state-reimbursed training and other factors. We found that if agencies were able to cut 

turnover by one-third, the savings to the state would have averaged about $52.76 per 

"permanent" CILA-DSP worker, per year.32 Applying this savings to the total number ofDSP 

workers in the state implies savings to the state of $1.9 million based on training costs in 2004 

32 The underlying calculation is $52.76 = -0.33*159.89. This estimate is assessed per DSP 
worker as of the end of the fiscal year, which can be thought of as the permanent level of the 
CILA-DSP workforce. 
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and 2005, or $2.4 million when inflated by ECI growth to 2016.33 It is also possible to calculate 

the increase in training costs due to turnover using current information on training costs. 

According to the Institute on Public Policy for People with Disabilities (the "Institute"), for ICF-

DD DSP workers, the current state reimbursement for training is $1,889.98 per worker. An 

implied increase in the share of new ICF-DD DSP workers on the job from 0.27 to 0.39 (our 

measure of turnover) implies an increase in costs of $2.5 million. See ~~ 75-78, infra. According 

to the Institute, for CILA-DSP workers, the current state reimbursement rate is $2,103.00 per 

worker. An implied increase in the share ofnew CILA-DSP workers on the job from 0.271 to 

0.35 implies an increase in costs of$4.0 million. !d. The total cost oftraining these additional 

new workers, which is an upper bound, is $6.5 million.34 In short, impacts of increased turnover 

on state-reimbursed training costs are between $2.4 million and $6.5 million per year. 

Relevance of Research on CILA-DSP Workers to ICF-DD DSP Workers 

54. An important question is whether the studies by Powers and Powers of CILA-

DSP workers are directly relevant to ICF-DD workers. 

55. The aims of the positions are similar, in that a worker's primary duty is to assist 

residents with developmental disabilities with their activities of daily living. There is anecdotal 

evidence that many agencies use the same individuals as workers in both settings, suggesting that 

the characteristics ofCILA-DSP and ICF-DD-DSP workers are similar.35 

56. However, one may also expect some differences in staffing between the two types 

offacilities. Because nursing staff administer medications at ICF-DDs, ICF-DD workers are less 

33 Savings are computed as 34,000 times $52.76. According to ARC of Illinois, there are 34,000 
DSP workers in the state (Media release on "Value the Work" Campaign, August 2016.) 
34 Note this figure is potentially overstated to a minor extent because it is possible that not all 
new workers stay long enough to be trained and because some new workers are returning to the 
sector and may already be credentialed as a DSP worker. 
35 Site visit communications, June 2016. 
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subject to the TABE score criterion and may possess as little as an eighth-grade education. 

Therefore, it is possible that there are more ICF-DD-DSP workers than CILA-DSP workers who 

do not hold high school degrees. Residents in ICFs also have more significant disabilities than 

residents in CILAs, which increases turnover due to injuries and possibly hastens 'burn out.' 

57. The key question is whether any of these differences are expected to alter the 

relationship between compensation and turnover that was estimated for CILA-DSP workers. 

While there are counter-availing forces, there are more arguments in favor of the hypothesis that 

CILA-DSP and ICF-DD-DSP workers' behavior is similar than against it. 

58. The chief argument that behavior ofDSP workers in the two settings is different 

is that ICF-DD workers may be less educated overall. Arguably, less-educated workers face 

fewer well-competing alternatives to the DSP position if such positions typically require a high 

school degree. If they do not have a robust set of competitor jobs to shop among, workers may be 

more inclined to stay at the ICF-DD in spite of poor compensation. 

59. However, there are many arguments as to why the behavior ofDSP workers in the 

two settings is likely to be similar: 

• While statutory guidelines suggest DSP workers at CILAs are more likely to hold a high 
school degree, in practice providers report that they require a high school degree (or 
equivalent) of all DSP workers, regardless of setting. 36 

• ICF-DD-DSP workers must complete the same classroom and other training as CILA
DSP workers at the same level of proficiency. This suggests that substantive skill levels 
and implied associated alternative job opportunities may not be all that different for the 
two types of DSP workers. 

• If in fact ICF-DD workers are on average less educated, they may make less money. The 
lower the household income level, the greater the value of a small increase in income. 
This suggests that all else equal, a worker with a low household income is more sensitive 
to compensation than other workers. 

36 Agency site visit communication, June 2016. 
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• The estimation controlled for consumer characteristics. Therefore, the fact that ICF-DD
DSP workers may be more prone to leave the job through injury or burnout due to a 
higher-need consumer base is accounted for in the estimation of the causal effect of 
compensation on turnover. 

Relevance of Findings Based on 2004-2005 Data to the Present 

60. My work described in Powers and Powers (2010) references 2004-2005 data, and 

it is reasonable to ask whether the conclusions I reached are applicable to today' s DSP labor 

market. The key question is whether anything has changed that would have substantially reduced 

or eliminated the impact of compensation on turnover since that time. Possible scenarios include: 

• An increase in workers in the DSP position who care a great deal about the intrinsic 
properties of the job (i.e., workers are becoming more 'caring' or 'dedicated'). 

• An increase in workers in the DSP position whose labor market decisions are more 
influenced by non-compensation factors like family demands. 

• An increase in workers in the DSP position who rely less on labor earnings than earlier 
workers. 

61. Evidence is available on characteristics of the direct care provider workforce from 

federally collected data sources, so one can directly explore, e.g., whether today's direct care 

providers are less dependent on labor income and whether their family obligations have changed. 

While we cannot directly observe characteristics like valuation of intrinsic features of the 

position from the available data, economists have made the case that observable characteristics 

often proxy for such unobservables (Altonji, Elder, Taber, 200537
). Hence, if worker 

characteristics have not changed much, it is probable that motivations for working have not 

changed much either. 

37 Altonji, Joseph, Todd Elder, and Christopher Taber, 2005. "Selection on Observed and 
Unobserved Variables: Assessing the Effectiveness of Catholic Schools," Journal of Political 
Economy, 113(1): 151-184. 
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62. Table 2 indicates how the characteristics of direct care workers and personal care 

aides have changed over time. National statistics for Direct Care Workers (a category that 

encompasses Personal and Home Care Aides, Home Health Aides, and Nursing Aides, Orderlies 

and Attendants) is available for 2008 from PHI.38 These statistics reflect the well-known facts 

that direct care work is dominated by females who are often persons of color, are relatively old, 

are often immigrants, and are generally less educated than the entire working population. 

Household incomes are low and unearned resources scarce, as evidenced by the fact that a large 

minority are eligible for and participate in public assistance (either Medicaid, food programs, or 

both). My calculations from the most recently available American Community Survey for 

Illinois (20 12-20 15) indicate that characteristics of Illinois workers in the Personal Care Aide 

occupation are quite similar. Personal Care Aides are predominately female, minority 

representation is high, and these workers tend to be relatively older and less educated. Personal 

care aides in Illinois continue to have very low incomes, as evidenced by high rates of public 

benefits receipt (Medicaid and/or SNAP). 

38 Note that it is difficult to obtain comparable statistics for earlier years, because the American 
Community Survey began with a small test sample in 2005. 
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Table 2: Characteristics of Direct Care Workforce and Personal Care Aides, Selected Years 

(1) (2) (3) (4) 
National Direct-Care Illinois Personal Care Illinois Personal Care 

Workforce (PHI), Aides, 2012-2015 Aides with high 
2008 school degrees or 

more, 2012-2015 
Female 90% 84% 85% 
White Non-Hispanic 49% 54% 54% 
African American 28% 33% 33% 
Average age 42 44 44 

Born outside the U.S. 23% 18% 17% 
High school or less 59% 41% 32% 
Some college or 41% 41% 48% 
advanced degree 
Rely on public 41% 42% 40% 
benefits 
Population Not reported 30,319 26,481 
represented 
Notes: Column 1 is from PHI "Facts 3: Who are Direct-Care Workers? (February 2010 
Update)."39 Columns 2 and 3 use the author's calculations from observations of Illinois personal 
care aides in the ACS 2012-2015. All statistics are person-weighted to represent ofthe U.S. 
population. 

63. It is ~orth noting also that personal care aides are much older, on average, than 

workers in other occupations in Illinois. Table 3 indicates the age groupings of personal care 

aides contrasted with those of all female workers in Illinois. 

39 http://www.nasuad.org/sites/nasuad/ti1es/hcbs/fi1es/185/9212/PHIFactSheet3.pdf. 
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Table 3: Age Distributions of Illinois Workers, 2012-2015 (pooled) 

(1) (2) (3) (4) (5) 
Personal Care All workers All female All female 

Aides workers workers with a 
high school 

degree or less 
Age 14-24 11.3% 15.1% 15.4% 20.7% 
Age 25-34 18.7% 23.1% 22.6% 16.0% 
Age 35-44 16.8% 21.2% 20.5% 17.9% 
Age 45-54 25.7% 21.6% 22.0% 22.5% 
Age 55 and 27.6% 19.0% 19.6% 22.8% 
above 

Age 44 and 46.8% 59.4% 58.5% 54.6% 
below 
Age 45 and 53.3% 40.6% 41.6% 45.3% 
above 

Nobs (weighted) 30,319 3,712,442 1,808,768 489,019 
Notes: Author's calculations from the American Community Survey for 2012-2015. 

64. The second column indicates the age distribution of personal care aides, while the 

third column provides information on the age distribution of all Illinois workers. Personal care 

aides are predominately female, and the fourth column restricts attention to just female workers. 

The final column also restricts on education in addition to sex. Regardless of the comparison 

group, relatively few very young workers (below age 25) are personal care aides. There is also a 

pronounced over-representation of 'old' workers (55 and older) in personal care. More than half 

(53%) of personal care aides are older than 44, in contrast to 41%-45% of other groups. 

65. Based on all of the foregoing, I conclude that the DSP labor market today is 

substantially the same as the DSP labor market in 2004 and 2005 and that the empirical work I 

did showing that low DSP wages leads to high turnover and increased state-reimbursed training 

costs applies equally to the DSP labor market today. 
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Related Research that Supports My Conclusions 

66. A number of rigorous, peer-reviewed studies on direct-care workers in various 

settings have uncovered broad evidence of the centrality of compensation in direct-care-worker 

turnover. Wiener, et al. (2009)40 conducted a study of Certified Nursing Assistants working at 

nursing homes. Their findings strongly support conventional motivations for employment among 

direct care workers. The authors chose to highlight this finding as a major contribution to the 

field. 

This study underscores the importance ofthe basic economics of job choice by 
low-income workers. Wages, fringe benefits, job security, and alternative choices 
of employment are important determinants of job tenure that should be addressed, 
in addition to training and organizational culture (!d. at 198). 

67. Howes (2005), exploited a policy change in California's large home-care program 

to identify the effect of compensation on direct-care-worker turnover.41 Howes (2005) applied an 

empirical strategy to identify the causal effect of compensation on turnover. Howes (2005) found 

large reductions in turnover in response to a state policy that dramatically and suddenly increased 

wages and benefits. The estimated effects of compensation on turnover were comparable in 

magnitude to those I found in Powers and Powers (20 1 0). 

68. Morris (2009) studied Maine home care workers and successfully reconciled 

earlier findings that emphasized factors other than compensation with more recent findings 

indicating that compensation has large effects on turnover.42 Morris (2009) found that while 

"improved work conditions and nonpecuniary rewards of home-based direct care work have 

40 Wiener, Joshua M., Squillace, MarieR., Anderson, Wayne L., and Khatutsky, Galina, 2009. 
"Why do they Stay? Job Tenure among Certified Nursing Assistants in Nursing Homes." The 
Gerontologist 49(2): 198-210. 
41 Howes, Candace, 2005. "Living Wages and Retention ofHomecare Workers in San 
Francisco." Industrial Relations: A Journal of Economy and Society 44(1, January): 139-163. 
42 Morris, Lisa, 2009. "Quits and Job Changes among Home Care Workers in Maine: The Role 
of Wages, Hours, and Benefits." The Gerontologist 49(5): 635-650. 
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significant negative effects on turnover intentions, compensation accounts for more actual job 

turnover." (!d. at 635.) In short, while workers talk about intrinsic (i.e., non-pecuniary) aspects 

when asked for an opinion about their job, compensation is more determinative of workers' 

actual decisions to stay with the job. Finally, a recent independent study of frontline healthcare 

workers in a variety of settings conducted by Morgan, Dill, and Kalleberg, (2013) produced 

findings supporting the important role of compensation even more strongly. Morgan, Dill, and 

Kalleberg, (20 13) found that while both intrinsic factors and compensation predicted expressed 

job satisfaction, only wages and benefits predicted intent to stay with a given employer.43 

Conclusions 

69. The DSP worker compensation reimbursement schedule for ICF-DDs has been 

fixed at the same nominal level since 2001, while only two modest adjustments have been made 

to the schedule for DSP workers at CILAs over the same period. Using the Employment Cost 

Index to measure how far behind the labor market these reimbursement rates have fallen 

indicates that ICF-DD-DSP worker total (wage and benefit) compensation reimbursement has 

fallen by one-third in real terms, while CILA-DSP worker total compensation reimbursement has 

fallen in value by almost one-quarter. 

70. DSP worker wage reimbursements have not only lost ground absolutely, but also 

when considered in their context of the Illinois labor market. While DSP workers at CILAs 

received a premium of nearly 50% over the lOth percentile of wages in 2001 (reaching almost 

60% in 2002), by 2015, the premium of the wage reimbursement rate over this very low standard 

of pay was just 17%. Further, although the CILA-DSP worker wage reimbursement rate was 

43 Morgan, Jennifer Craft, Dill, Janette, and Kalleberg, Arne L., 2013. "The Quality of 
Healthcare Jobs: Can Intrinsic Rewards Compensate for Low Extrinsic Rewards?" Work, 
Employment and Society 27(5) 802-822. 
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initially above the 25th percentile of earnings (and as high as 19% above it in 2002), it fell below 

the 25th percentile after 2011 and amounted to a 5% 'penalty' from the 25th-percentile wage in 

2015. 

71. As resources for paying DSP workers decline, agencies are less and less able to 

offer wages and benefits that attract workers away from other jobs to the DSP positions at CILAs 

and ICF-DDs or that keep workers in the DSP position. Against a secular backdrop of increasing 

labor costs, the fact that agencies increasingly face staffing difficulties in the DSP position is an 

entirely expected economic outcome of a long-frozen reimbursement system. 

72. Given growth in overall labor market compensation over the past decade and a 

half and the absence of any DSP worker reimbursement rate adjustments in response, it is not 

surprising that providers report increasing difficulty finding willing, suitable candidates for their 

vacant DSP positions and that it is increasingly difficult to retain DSP workers as outside options 

become relatively more attractive. These problems will only grow if rates are not adjusted. The 

fact that today's DSP workers are fairly old will also exacerbate this problem. More than half of 

personal care aides are aged 45 or older, with one-quarter older than 54. Many of these older 

workers came into the position a decade or more ago, when compensation was relatively good 

compared with other low-wage jobs. Given the difficulty of attracting newer workers with the 

current very low compensation offerings, as this older pool of workers inevitably leaves the labor 

force they will be difficult to replace. It will be especially challenging to attract young workers 

who might have otherwise made a career in the developmental disabilities field, not only because 

of current low compensation but also because of a lack of opportunities for meaningful 

compensation growth. 
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73. While older literature on direct-care workers focused more on the roles of non-

pecuniary and 'intrinsic' factors in determining turnover, giving short shrift to the role of 

compensation, recent research has seriously considered the role of compensation in direct care. 

There is now a strong body of evidence from rigorous studies in support of the hypothesis that 

compensation is a major driver of turnover in direct care work. Aside from frequently ignoring or 

inadequately characterizing compensation, some earlier literature on direct care workers looked 

at higher paid, skilled workers, such as RNs (see Wai Chi Tai, et al., 1998, for a review44
). The 

larger industrial organization literature on turnover has focused on higher-paid, white collar 

professional positions (Saridakis and Cooper, 2016). Extrapolating these findings to low-paid 

workers such as DSP workers is problematic. The prospect of an additional dollar of income is 

much more highly valued by a worker earning $25,000 annually than a worker earning $75,000, 

e.g. Higher-paid workers have the luxury of making decisions based on intrinsic job features (for 

instance, staying in a job with somewhat below-average pay because of an above-average work 

environment), since their basic life comforts are readily assured. Workers who typically take 

DSP positions, on the other hand, often struggle to make ends meet and must be pragmatic about 

pay. 

74. My empirical work described in Powers and Powers (2010) establishes an 

important role for compensation in addition to other factors affecting turnover. Chief among the 

latter factors are client and agency characteristics. It is important to note that even controlling for 

these other factors, compensation has a strong and causal impact on turnover. While many 

factors affecting turnover are not easy, legal, or even feasible to change, the research evidence 

44 Wai Chi Tai, Teresa, Sherry I. Bame, and Chester D. Robinson, 1998. "Review of 
Nursing Turnover Research, 1977-1996," Social Science and Medicine 
47(12): 1905-24. 

38 
300597530 v1 

Case: 1:05-cv-04331 Document #: 665-1 Filed: 04/07/17 Page 38 of 100 PageID #:12423



developed over the past decade indicates that increasing compensation is one of the most feasible 

and expeditious methods of reducing DSP turnover. 

75. Under the assumptions that ICF-DD and CILA-DSP workers respond similarly to 

wages, that the estimate from an earlier period remains accurate, and that any change in 

reimbursement rate is entirely passed through to workers on average, we can use the elasticity of 

turnover with respect to compensation provided in Powers and Powers (20 1 0) (of a one-third 

reduction in turnover in response to a one-quarter increase in compensation) to estimate the 

increase in turnover experienced since 2004 due to the decline in the real value ofDSP 

reimbursements. 

76. ICF-DD reimbursement rates for DSP total compensation have declined by 33% 

in real value from 2001 to 2016 (underlying calculations are provided in a table as Appendix 

3).45 Applying the estimates from Powers and Powers (2010) to a 33% total compensation 

decline suggests that turnover among ICF-DD-DSP workers (as indicated by the share of 

workers on the job less than one year) may have increased by up to 43% in the past fifteen years, 

or by 12%-points. This implies that at any given time, nearly 40% (39%) of all ICF-DD-DSP 

workers are 'new', in the sense of having been on the job for less than one year. This is 

consistent with the anecdotal evidence provided by ICF-DD providers that turnover has 

substantially increased over time. 

77. CILA reimbursement rates for DSP compensation have declined 23% in real 

value since 2001.46 Applying the estimates from Powers and Powers (2010) suggests that the 

share ofCILA-DSP workers on the job for less than 1 year increased by 31%, or 8 percentage 

points, over the past fifteen years. This implies that 35% of all CILA-DSP workers are 'new' in 

45 Calculated as ($11.24/$16. 72)-1. 
46 Calculated as ($13.39/$17.50)-1. 
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2016, in the sense of having been on the job for less than one year. Again, this is consistent with 

anecdotal evidence from CILA providers of increasing turnover. 

78. My work described in Powers and Powers (2011) can be used to provide the 

estimated impact on annual state-reimbursed training costs. For ICF-DD-DSP workers, the 43% 

increase in turnover suggest an increase in annual training costs of $0.8 million.47 A 31% 

increase in CILA-DSP worker turnover implies a total increase in state-reimbursed training costs 

of $1.1 million. The total increased costs for training workers in both settings is estimated at $1.9 

million based on the responsiveness of training costs to turnover in 2004 and 2005.48 

Alternatively, the current increased cost of training due to increased turnover can be estimated 

using the state's current reimbursement rates for training costs. For ICF-DD-DSP workers, the 

current state reimbursement for training costs is $1,889.98 per worker. An implied increase in 

the share of new ICF-DD-DSP workers on the job from 0.271 to 0.39 implies an increase in costs 

of$2.5 million per year. For CILA-DSP workers, the current state reimbursement rate for 

training costs is $2,103.00 per worker. An implied increase in the share of new CILA DSP 

workers on the job from 0.27 to 0.35 implies an increase in costs of$4.0 million per year. The 

total annual cost of training these additional new workers, which is an upper bound, is $6.5 

million.49 In short, impacts of increased turnover on state-reimbursed training costs are up to 

$6.5 million per year. 

47 See Appendix 3for the underlying computations. 
48 See Appendix 3 for the underlying computations. 
49 See note 34, supra. 
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I declare under penalty of perjury under the laws of the United States of America that the 

foregoing is true and correct. 

;JluL c; , 2017 
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Appendix 1: DSP Job Qualifications 

According to IDHS, the qualifications to be a DSP are 
(http:/ /www.dhs.state.il.us/page.aspx?item=64987): 

• Must be age 16 or older. 
• Must be able to speak and understand English and a language understood by a 

large percentage of persons served by the Provider. 
• Must prove prior employment and residence for two years prior to employment. 
• Must have completed eight years of grade school or provide proof of ability to read at an 

8th grade level. 
• Must complete Required Registry Clearances & Criminal Fingerprint Background Checks. 
• Must successfully complete an approved DSP training program within 120 calendar days 

of hire or being assigned DSP responsibilities. A DSP training program cannot 
be completed in less than 21 calendar days from when it starts. 

• Must report DSP training to the Health Care Worker Registry within 30 days of completing 
an approved DSP training program and designated as a "DD Aide" on the Health Care 
Worker Registry. 

• Must be certified in First Aid and CPR through the American Red Cross or American Heart 
Association or hold current certification as an Emergency Medical Technician (EMT). First 
Aid and CPR certifications may be earned during DSP training. 

In order to administer medication, the additional requirements are 
(http:/ jwww .dhs.state. il. us/page.aspx?item=64989): 

• Must be age 18 years or older. 
• Must have completed high school or have a GED. If documenting education from a 

foreign school, see How to Document Foreign Education and Credentials for more 
information. 

• Must be able to read at an 8th grade level. Testing for this minimum functional literacy 
level can be administered via the Test of Adult Basic Education (TABE), Adult Basic 
Literacy Examination (ABLE) or Comprehensive Adult Student Assessment System 
(CASAS). 

• Must have completed the Basic Health and Safety module, classroom and on-the-job 
training (OJT) of an approved DSP training program before starting the DHS medication 
administration training program. 

• Must successfully complete a medication administration training program specified by 
DHS and taught by a Nurse-Trainer. 
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Appendix 2: Illinois Health Service Areas 

HSA Counties 
1 BOONE, CARROLL, DEKALB, JO DA VIESS, LEE, OGLE, STEPHENSON, 

WHITESIDE, AND WINNEBAGO 
2 BUREAU, FULTON, HENDERSON, KNOX, LASALLE, MARSHALL, 

MCDONOUGH, PEORIA, PUTNAM, STARK, TAZEWELL, WARREN, AND 
WOODFORD 

3 ADAMS, BROWN, CALHOUN, CASS, CHRISTIAN, GREENE, HANCOCK, 
JERSEY, LOGAN, MACOUPIN, MASON, MENARD, MONTGOMERY, MORGAN, 
PIKE, SANGAMON, SCHUYLER, AND SCOTT 

4 CHAMPAIGN, CLARK, COLES, CUMBERLAND, DEWITT, DOUGLAS, EDGAR, 
FORD, IROQUOIS, LIVINGSTON, MACON, MCLEAN, MOULTRIE, PIATT, 
SHELBY, AND VERMILION 

5 ALEXANDER, BOND, CLAY, CRAWFORD, EDWARDS, EFFINGHAM, FAYETTE, 
FRANKLIN, GALLATIN, HAMILTON, HARDIN, JACKSON, JASPER, 
JEFFERSON, JOHNSON, LAWRENCE, MARION, MASSAC, PERRY, POPE, 
PULASKI, RANDOLPH, RICHLAND, SALINE, UNION, WABASH, 
WASHINGTON, WAYNE, WHITE, AND WILLIAMSON 

6 CITY OF CHICAGO 
7 DUPAGE COUNTY AND SUBURBAN COOK COUNTY 
8 KANE, LAKE, AND MCHENRY 
9 GRUNDY, KANKAKEE, KENDALL, AND WILL 
10 HENRY, MERCER, AND ROCK ISLAND 
11 CLINTON, MADISON, MONROE, AND ST. CLAIR 
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Appendix 3: Underlying Calculations for the Simulation Results 

A. Calculation of percentage change in turnover from 2001 to 2016: 

(1) (2) (3) (4) 
%change in 

turnover divided by 
%change in %change in %change in 

compensation compensation turnover 
[(2) X (3)] 

ICF -1.32 -33% 43% 
CILA -1.32 -23% 31% 

B. Calculation of percentage-point change in turnover from 2001 to 2016: 

(1) (2) (3) (4) (5) 
' Difference between 

Assumed base-year 1+% change Simulated turnover simulated rate and 
turnover rate in turnover rate for 2016 base rate 

[(2) X (3)] [(4)- (2)] 
ICF 0.27 1.43 0.39 0.12 
CILA 0.27 1.31 0.35 0.08 

Note that the turnover rate for 2004 of0.27 may be an understated estimate of2001 turnover, 
given the declines in real compensation between 2001 and 2004. This implies that both the 
simulated turnover rate and percentage-point difference between the simulated and base rates 
may be understated. 
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C. Calculation of percentage change in state-reimbursed training costs from 2001 to 2016: 

(1) 

ICF 
CILA 

(a) One method of computing the additional costs due to increased turnover is to use the 
estimates from Powers and Powers (20 11 ). The estimate of the effect of a 1% 
increase in turnover reported in Powers and Powers (20 11) is based on training costs 
for classroom training (including any room rental and instructors), wage costs for 
workers engaged in training of 40 hours, and any additional tests (e.g., T ABE). 

(2) (3) (4) (5) (6) 

Effect of1% Change in Total increase 
change in %change per-worker Number of in training 

turnover on m costs workers in costs 
per-DSP turnover [(2) X (3)] sector50 [(4) X (5) 

training costs 
$159.89 0.43 $69.17 11,333 $0.8M 
$159.89 0.31 $49.57 22,667 $1.1M 

TOTAL $1.9M 

Although I do not have information on· the change in the reimbursement training cost schedule 
since 2004, most of training costs are worker wages for time in the training period, which has not 
changed. Therefore, I do not adjust the above estimates for inflation. 

(b) Another way of estimating the increase in training cost due to turnover since 2001 is 
to rely on information on the current state reimbursement level for training costs. This 
includes expenses for training courses, the TABE, and the paid time of workers 
during training. IDHS reimburses these expenses at $1,889.98 for ICF-DD DSP 
workers and at $2,103.00 for CILA-DSP workers. Given estimated turnover 
increases, the additional expense due to the increase in new workers (i.e., those with 
tenure less than one year) since 2001 is calculated as follows: 

(1) (2) (3) (4) (5) (6) 

Statutory Change in Number of Increase in Total cost 
training cost turnover rate DSPworkers new workers 
per new work in sector [(2) X (5)] 

[(3) X (4)] 

ICF $1,889.98 0.12 11,333 1,324 $2.5M 

CILA $2,103.00 0.08 22,667 1,897 $4.0M 

TOTAL $6.5M 

50 According to the Institute, there are about 34,000 DSP workers employed at ICF-DD and 
CILA sites. About 1/3 are at ICFs and 2/3 at CILAs. 
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This may overestimate or understate training cost changes, depending on whether very short
time workers stay long enough to complete training and whether returning short-tenure DSP 
workers must be re-trained. 
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Cambridge, U.K.: Cambridge University Press, 2001, Pp. 446. National Tax Journal (December). 

Working Papers/Works in Progress 
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2006-September 30, 2007. 

"University of Illinois Rate Study." Project Director. Funded by a direct appropriation of the state General Assembly 
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"Impact of Specific Childhood Disabilities on Parental Work Effort and Family Earnings." Principal Investigator. Mary 
Jane Neer Fund, College of Applied Life Sciences, UIUC. May 15, 2000- June 30, 2001. $8,444. 
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Causes of Caregiver Turnover and the Potential 
Effectiveness of Wage Subsidies for Solving 

the Long-Term Care Workforce 'Crisis'* 

Elizabeth T. Powers and Nicholas J. Powers 

Abstract 

Detailed data on private providers of long-term community-based residential services for 
persons with developmental disabilities permit investigation of the causes of frontline worker 
turnover. The endogeneity of turnover with compensation variables is accounted for in the esti
mation using instrumental variables. Turnover is determined by resident characteristics, frontline
worker compensation, and establishment characteristics. The share of higher-need residents and 
agency size predict higher turnover, while compensation and non-profit status are associated with 
lower turnover. Our findings indicate that public policies to reduce turnover through compensa
tion subsidization can be effective. Our preferred estimates suggest an approximate one-quarter 
increase in total compensation would cut turnover by one-third. 

KEYWORDS: turnover, long-terin care, Medicaid, wages 

*Veronica Alaimo and Sarah Jackson provided excellent research assistance. This work benefitted 
from the comments of Economics Department seminar participants at the University of Kentucky, 
Indiana University-Purdue University at Indianapolis, and the University of Illinois at Urbana
Champaign. The authors appreciate the helpful comments of the editor and an anonymous referee. 
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INTRODUCTION 

This paper examines the determinants of frontline worker turnover in the long
term care industry. In particular, we study the causes of high turnover rates of 
Direct Service Providers (DSPs) at small, community-based residential facilities 
('group homes') for individuals with developmental disabilities (DDs). In 
addition to detailed information about the group home work environment, we 
possess important information about their operators' organization and 
compensation practices. 

Our paper makes several contributions. First, in contrast to past studies of 
other sectors, we identify multiple factors strongly predictive of turnover, 
including employee compensation, resident characteristics, and agency 
characteristics. In particular, our findings on compensation support the 
proposition that public subsidies could solve the 'caregiver crisis.' Second, we 
also introduce a novel instrumental variables (IV) strategy for identifying the 
exogenous effect of compensation on turnover. Third, using original data 
collected from agencies operating group homes for individuals with DDs 
throughout the state of Illinois, we estimate the determinants of turnover, treating 
compensation as an endogenous variable. We find that this consideration is quite 
important. Endogeneity-corrected estimates of the effect of compensation on 
turnover are up to 65 percent greater than their ordinary least squares (OLS) 
counterparts. 

The DD sector is understudied considering its relative importance in the 
long-term care industry. Public spending for DD services in the U.S. is large in 
absolute terms ($34.64 billion in 2002, according to Rizzolo et al., 2004).1 

Although more money is spent on the elderly, spending on individuals with DDs 
is large relative to total long-term care spending, comprising 20 percent of all 
long-term care spending and 40 percent of Medicaid spending on long-term care 
in 2002 (Congressional Research Service, 2006). Further, our findings are likely 
relevant for the fastest growing segment of long-term care-home- and 
community-based care-because the DSP job parallels that of other home- and 
community-based care workers. Both primarily provide custodial care, assisting 
residents with the 'activities of daily living,' and both secondarily provide 
developmental services, including helping residents maintain and restore physical 
and mental skills and assisting residents with social activities. Because home
and community-based care is both cheaper than and preferred by caregiving 
recipients to traditional nursing home care (Congressional Research Service, 

1 $22.60 billion was dedicated to community living arrangements, $7.66 billion to institutions, and 
$4.39 billion to individual and family support services that enable persons with DDs to live on 
their own or with their families. These public expenditures for long-term care omit public 
spending on 'traditional' health care for persons with DDs. 

Published by The Berkeley Electronic Press, 2010 
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2006), it is expected to continue to grow dramatically in the face of the financial 
pressures created by the increased demand for living assistance due to population 
aging. 

TuRNOVER IN THE CAREGIVER WORKFORCE 

Frontline workers in the caregiving fields are often low-skilled and low-paid, and 
turnover rates are among the highest of comparable industries in the United States 
(Stephens and Riley, 2005). Direct-care worker turnover-measured as annual 
total separations as a percent of annual average employment-is estimated 
nationally at 50 percent (U.S. Department of Health and Human Services, 2006). 
Turnover is particularly problematic when the worker is the 'point of service' 
(i.e., there is no intermediation between client and worker). Turnover has been 
reported to lower the quality of long-term care (see Seavey, 2004, on long-term 
care in general and Institute for the Future of Aging Services, 2007, on the frail 
and disabled elderly), including DD services (U.S. Department of Health and 
Human Services, 2006). In particular, Larson et al. (2004) find that frontline 
worker turnover in the DD sector severely curtails residents' opportunities, while 
Test et al. (2003) report that it decreases resident safety, creates personal 
problems including sadness, and generally diminishes the quality of life by 
disrupting resident life and routines. 

In addition to its detrimental impact on the quality of long-term care, 
turnover plays a crucial role in the much-discussed U.S. caregiver shortage 
'crisis' (Stone with Wiener, 2001, provides an overview). Rather than continually 
recruiting new workers to fill open positions through increased vocational 
training, immigration, or other measures, the demand for frontline caregivers in 
the DD field over the next decade could be met by a less than one-third reduction 
in the turnover rate corresponding to reduced attrition from the field (U.S. 
Department of Health and Human Services, 2006). 

High turnover also poses an obstacle to government meeting its statutory 
mandates to persons with disabilities. The American with Disabilities Act of 
1990, its interpretation by the U.S. Supreme Court in Olmstead v. Zimring, and 
the Developmental Disabilities Assistance Act of 2000 recognize and reaffirm a 
national commitment to offer institutionalized individuals a meaningful choice to 
reside in the community, including the necessary support to do so. Workforce 
issues have been central to the judiciary's interpretation of these federal laws, 
finding that scarce services inhibit the movement from institution to community 
with "reasonable promptness."2 High turnover outside of state-operated 

2 For example, a federal district court ordered the state of Arizona to provide a wage to frontline 
workers sufficient to ensure an adequate supply of the care services to which the plaintiffs were 
entitled (Ballet al. v. Biedess et al., U.S. District Court of Arizona, August 12, 2004). 
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institutions likely contributes to guardian resistance to de-institutionalization 
(Davis et al., 2000). 

PRIOR RESEARCH 

Other fields have produced a plethora of studies on frontline worker turnover, but 
the questions asked are often fundamentally different from those asked here, and 
few take an economic perspective. Much of this work emphasizes worker socio
demographic factors (age, sex, race, marital status, and education) and working 
conditions (type of ownership, size, workload, workplace social supports, and 
internal job ladders; see, e.g., Wai Chi Tai et al., 1998, for a review ofthe nursing 
literature) but often ignores basic factors of greatest interest to economists and 
policymakers, chiefly compensation. Exceptionally, Mitchell and Braddock 
(1994) estimate direct-care worker turnover for a sample of agencies providing 
DD services. They find negative correlations between turnover and a variety of 
compensation variables, but their univariate empirical analysis is a severe 
shortcoming. 

Studies of worker turnover in the economics literature are either highly 
aggregated or focus on sectors that have little applicability to the long-term 
caregiver workforce. When data are pooled across diverse industries, estimated 
average effects are not particularly informative about specific types of workers. 
An exception is Howes (2005), who examines the results of a near doubling of 
wages and the introduction of health and dental care benefit plans for California 
Bay-Area providers of home- and personal-care services over a 5-year period. 
She estimates that a $1.00 per hour wage increase from $8.85 to $9.95 reduces the 
annual turnover rate for new workers by 12 percentage points (from 0.32 to 0.20). 
She also finds large reductions in turnover associated with the introduction of 
health and dental benefits. Her findings suggest that turnover is quite responsive 
to compensation. There are differences between many frontline caregivers and 
workers in California's homecare system, however. In addition to the work 
taking place in the resident's private home (true of all homecare workers), about 
half of California homecare workers are family members of the resident, the 
resident is the employer, and most of the workers are independent agents. 
Perhaps most important, in this special setting, wages are set administratively at 
the county level for all workers, regardless of experience or training, Therefore, 
Howes (2005) need not consider the potential endogeneity of compensation with 
turnover. 

Research on worker turnover in childcare, nursing, and teaching is 
relevant to turnover in long-term care to the extent that workers in these 
occupations also provide custodial care and developmental services, to varying 
degrees. For a sample ofU.S. childcare centers, Powell et al. (1994) find a small 
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negative wage effect on turnover but fail to find consistent or significant effects of 
other factors (e.g., center size, non-profit status, and child-staff ratios). For a 
sample of Canadian childcare centers, Cleveland and Hyatt (2002) find that higher 
wages and pension benefits, specialized childcare credentials, prior childcare 
experience, and non-unionization all reduce turnover, as measured by the 
worker's reported intention to quit. Wages also have a statistically significant, but 
small, negative effect on registered nursing turnover (see, e.g., Ahlburg and 
Mahoney, 1996; Schumacher, 1997), although this wage effect is perhaps 50 
percent larger holding split-shift work status constant (Holmas, 2002). Hanushek 
et al. (2004) find that for Texas public schools, a higher salary reduces the 
propensity to quit, but other school-level factors (large numbers of academically 
disadvantaged, African-American, or Hispanic students) are much more 
important. Falch and Stmm (2005), studying the population of public schools in 
Norway, where there is uniform pay, confirm the importance of student 
characteristics; teachers are more likely to leave schools with high shares of 
minority and special-needs students. 

Reasons for the small wage effect on turnover found in the related 
occupations of childcare, nursing, and teaching vary. Given occupation-specific 
training requirements (particularly in nursing and teaching), workers in these 
fields may be less mobile and therefore less responsive to wages in the short run. 
Findings from these studies may also be biased due to the unaddressed 
endogeneity of compensation with turnover. Institutional features such as 
collective bargaining (particularly in teaching) may also constrain differential 
compensation. Findings for the more highly skilled nursing and teaching 
professions may also reflect an increased importance of nonpecuniary job 
characteristics at higher income levels. 

The article proceeds as follows. After providing background on the DD 
community residential services industry in the second section 'Developmental 
Disabilities Services,' we discuss the sample and variables in the 'Data and 
Variable Construction' section. In the section 'Specifications, Estimation 
Strategies, and First-Stage Results,' we outline our empirical strategy and discuss 
the first-stage findings from several instrumental variables approaches. Our main 
empirical findings are then presented in the 'Findings' section, followed by a 
discussion of their implications in the 'Discussions and Conclusions' section. 

DEVELOPMENTAL DISABILITIES SERVICES 

About 4.5 million Americans are developmentally disabled (Rizzolo et al., 2004), 
experiencing a physical or mental impairment with onset prior to age 22 that has 
altered or substantially inhibited their capacity to care for themselves or live on 
their own. DDs are severe, chronic, and likely to continue indefinitely. Examples 
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of specific conditions that may result in DDs are mental retardation, cerebral 
palsy, autism, and epilepsy. 

Pursuant to a mandate from the Illinois General Assembly, we collected 
data on group home operations from the non-state agencies that provide DD 
services in Illinois.3 Individuals with DDs may receive services in residential or 
nonresidential settings. Residential services provide both a place to live and 
personal supports for daily living. Nonresidential services include developmental 
activities and therapies to maintain and improve functioning, vocational and 
employment support programs, and respite care or in-home personal assistance. 

The foremost policy for maintaining adults with DDs in the community is 
the group home (few individuals with DDs receive assistance in their private 
homes). The Community Integrated Living Arrangement (CILA), a Medicaid 
program, is the chief group home arrangement in Illinois, supporting persons with 
DDs in residences of up to 8 persons. The state heavily regulates the CILA 
industry, mandating minimum levels of many inputs, from staffing ratios to 
square footage per resident. The state also sets per diem reimbursement rates for 
CILA residents. Opportunities for further increasing per resident revenue are 
severely limited by state-set service caps (CILAs are not for the medically fragile, 
and allowances for nursing and other specialized care are strictly restricted).4 

While agencies can freely enter and exit the CILA market, state policies ration 
demand by capping the number of CILA residents at 7,200 and through explicit 
program expenditure caps. Agencies may not recruit CILA residents; the state 
distributes residents to agencies through another set of private agencies acting on 
its behalf. 

The DSP is the dominant frontline staff position at CILAs, accounting for 
83 percent of all staff hours. The next-most-common position, house manager 
(also a low-skilled position), accounts for another 9 percent of worker hours 
(Powers et al., 2006). The state requires that DSPs possess a high school degree 
or GED; formal training in human services is not required. The state allows a 
maximum amount of reimbursable training for newly hired staff; agencies are 
reimbursed for up to 40 hours of classroom training and up to 80 hours of on-the
job training per new worker (Illinois Department of Human Services, 2002).5 

Unlike other settings (e.g., California's personal carelhomecare system), agencies 
have flexibility in wage-setting. There is no statutory obligation on the agencies 

3 While the state of Illinois provides services directly to a small number of people through its 
state-operated developmental centers, most DD services are provided through a state-funded 
network of private and occasionally county-operated agencies. 
4 In the latter respect, CILAs might be considered most similar to "assisted living." 
5 Upon completion, an inexperienced worker is certified as a DSP. The state also recommended 3 
days of training annually for every incumbent DSP at the time the survey was conducted but does 
not fund this additional training. 
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in this sample to pay a particular wage. Nor are agencies' total payrolls 
predetermined by the state; 28 percent of revenues are from non-state sources 
(Powers et al., 2006). 

The CILA-DSP job is physically and emotionally demanding. Residents 
require assistance to varying degrees with the activities of daily living (e.g., 
toileting, bathing, dressing, hygiene, and feeding). Since Medicaid policy 
requires nearly all CILA residents to attend a developmental day program, the 
need for assistance is greatest in the early morning, late afternoon, and evening. 
DSPs are also needed on weekends to help with shopping, cooking, housekeeping, 
and social outings. Nonstandard work schedules pose hardships for many 
workers. 

While we lack detailed information on the characteristics of the DSPs in 
our sample, based on discussions with agency chief executive officers (CEOs), 
they appear similar to others in the low-skilled caregiving workforce: 
disproportionately low-educated, female, and members of racial minorities 
(mostly African-American, in Illinois). 

DATA AND VARIABLE CONSTRUCTION 

A state-provided list of all 24-hour-staffed CILA sites in Illinois, identified by 
agency operator and street address, formed the basis for a sample of specific 
CILA sites. Agencies were solicited repeatedly by telephone and mail to 
complete a multiple-module web-based questionnaire on their services, workers, 
residents, revenues, and costs. To keep the survey manageable for respondents, 
each CILA-operating agency was asked to provide information on a maximum of 
5 randomly selected CILA sites.6 Despite the five-CILA limit, information about 
most agencies' CILA sites is fairly complete. Fifty-four percent of the responding 
agencies reported on all of their CILAs (i.e., 54 percent operated 5 or fewer 
CILAs), while 77 percent provided information on at least one-half. 

The final data consist of 61 agencies and 200 associated CILA sites.7 

Based on the few variables available for the population, the responding CILA 
sites appear representative. Fifty-six percent of the responding sites are located in 
the densely populated Chicago metropolitan area, as are 55.5 percent in the 

6 To be perfectly clear, the sample contains only information on the CILA sites that were pre
selected by the authors. In no case did the agency determine the sites it would report on, and 
therefore there are no sample-selection problems arising from this source. In a few cases, selected 
CILAs were found to have ceased operating. In this case, we asked the agency for an up-to-date 
list of its sites and randomly re-selected sites for sampling. 
7 The response rate of CILA-operating agencies was 33.3 percent (61 of 183 agencies operating 
CILAs responded). The response rate ofCILA sites was 33.2 percent (200 of the 603 CILA sites 
responded). Surveys were completed by the agencies' chief financial officers. The survey and 
instructions are available upon request. 
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population. Thirty-seven percent of the responding sites are located in Cook 
county (the core of the Chicago MSA), compared with 41 percent of the 
population. 

VARIABLES AND DESCRIPTIVE STATISTICS 

Information was collected about the entire agency, about the agency's aggregated 
CILA operations, and about individual CILA sites. For purposes of estimating 
worker turnover (available at the agency level), explanators that are CILA 
characteristics are constructed by averaging the individual site-level 
characteristics within agency. Due to the random sample design of CILA-site 
data collection, these variables are unbiased estimates of the average 
characteristics of an agency's CILAs. 

Table 1 presents the descriptive statistics ofthe agency-level sample used 
for the turnover analysis. Turnover is measured as the share of the agency's 
employees on June 30, 2004 hired during state fiscal year 2004. Note that this is 
not CILA-DSP-specific turnover. For now, we assume that turnover at CILA
operating agencies is dominated by turnover of CILA-DSPs. Evidence presented 
below indicates that this assumption is well supported by the data. Although 
sources of turnover (quits, fires, layoffs, and retirements) are unavailable, our 
discussions with agency officials indicate that new-worker quits are 
overwhelmingly the prime driver oftumover.8 

Table 1 indicates that, on average, 26.7 percent of workers employed on 
June 30, 2004 were with an agency fewer than 12 months. This understates the 
turnover rate for CILA DSPs because more-skilled workers with longer tenure are 
included in the total and because this measure does not account for the same 
position turning over multiple times during a year.9 

There is considerable variation in average CILA resident characteristics 
(see Table 1). A majority are males (54.1 percent) and 38 percent are older than 
age 49 (21.4 percent of all residents are males older than age49).10 In addition to 

8 Discussions with agency executives indicate that the typical pattern is for new hires in the DSP 
position to quit quickly after finding the job is not to their liking. Firings are rare and this is a 
stable industry without layoffs. 
9 See U.S. Department of Health and Human Services (2006) and Stone with Wiener (2001) for 
surveys of the literature and expert consensus estimates. Turnover rates comparable to ours are 
provided by Larson and Lakin (1999), who determine that 35 percent of Minnesota frontline group 
home workers are on the job for less than a year in the mid 1990s, and Howes (2005), who finds a 
32 percent turnover rate for homecare workers in the late 1990s-early 2000s, which falls to 27 
percent after eliminating resident-originated service terminations. 
10 Residents are relatively old because many adults with DDs live at home until their parents 
become infirm or die. While age 49 is not the standard cutoff for 'elder' in the general population, 
many residents with DDs experience accelerated aging due to Down's syndrome. 
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Table 1: Descriptive statistics 
Turnover 
Turnover 

Resident characteristics 

Share of workers hired within the last year 

Share male residents Site-average share of residents male 

Share elder residents 

Share residents elder 
male 

Share nonambulatory 
residents 

Share dually
diagnosed residents 

Share blind/deaf 
residents 

ICAP score 

Log ofiCAP score 

Job characteristics 
Average wage 

Log of average wage 

Entry wage 

Log of entry wage 

Wage schedule 

Log of wage schedule 

Health insurance 

Retirement plan 

Site-average share of residents over age 49 

Site-average share of residents male and over age 49 

Site-average share of residents nonambulatory 

Site-average share of residents with developmental disabilities 
and mental illnesses 

Site-average share of residents blind, deaf, or both 

Site-average Inventory for Client and Agency Planning score 

Natural logarithm ofiCAP score 

Site-average hourly pretax wage for DSPs 

Natural logarithm ofDSP Average wage 

Site-average entry-level hourly pretax wage for DSPs 

Natural logarithm ofDSP Entry wage 

Site-average ratio of Experienced wage for DSPs to Entry 
wage for DSPs 

Natural logarithm ofDSP Wage schedule 

Share of sites offering DSPs a health insurance plan 

Share of sites offering DSPs a retirement plan 
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0.267 
(0.126) 

0.541 
(0.234) 

0.380 
(0.204) 

0.214 
(0.148) 

0.102 
(0.137) 

0.357 
(0.302) 

0.058 
(0.081) 

47.501 
(9.069) 

3.842 
(0.201) 

9.970 
(1.646) 

2.286 
(0.168) 

8.590 
(1.089) 

2.143 
(0.125) 

1.179 
(0.176) 

0.156 
(0.131) 

0.854 
(0.342) 
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Table 1 (continued): Descriptive statistics 
Job characteristics (continued) 
Total compensation Site-average hourly pretax wage and fringe benefits for DSPs 

Log of total 
compensation 

Work load 

Log of work load 

Union 

County 
unemployment rate 

Log of county 
unemployment rate 

Home health aide 
(HHA)wage 

Log of home health 
aide (HHA) wage 

Nursing aide (NA) 
wage 

Log of nursing aide 
(NA)wage 

Local average wage 

Log oflocal average 
wage 

Agency characteristics 
For-profit 

Private nonprofit 

Public nonprofit 

Natural logarithm ofDSP Total compensation 

CILA residents per full-time equivalent DSP 

Natural logarithm ofDSP Work load 

Share of sites with any unionized workers 

County unemployment rate 

Natural logarithm of County unemployment rate 

Median hourly wage for Home health aide (HHA) by 
Economic Development Region (EDR) 

Natural logarithm ofHome health aide (HHA) wage 

Median hourly wage for Nursing aide (NA) by Economic 
Development Region (EDR) 

Natural logarithm ofNursing aide (NA) wage 

Site-average hourly pretax wage for DSPs at neighboring, 
non-relative CILA sites 

Natural logarithm ofDSP Local average wage 

Binary variable= 1 if the agency is for-profit 

Binary variable= 1 if the agency is private nonprofit 

Binary variable= 1 if the agency is public nonprofit 
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11.065 
(1.979) 

2.387 
(0.185) 

1.172 
(0.482) 

0.095 
(0.348) 

0.180 
(0.363) 

0.065 
(0.009) 

-2.741 
(0.138) 

8.717 
(0.311) 

2.165 
(0.036) 

9.661 
(0.662) 

2.266 
(0.073) 

10.165 
(1.000) 

2.314 
(0.101) 

0.180 
(0.388) 

0.705 
(0.460) 
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Table 1 (continued): Descriptive statistics 
Agency characteristics (continued) 
Size Total employees 

Log of size 

Any MH services 

Number of agencies 

Natural logarithm of Size 

Binary variable= 1 if the agency provides any mental health 
(MH) services 

Notes: Means reported with standard errors in parentheses beneath. 

198.499 
(164.510) 

4.836 
(1.121) 

0.311 
(0.467) 

61 

having a DD, 35.7 percent are diagnosed with mental illness (termed 'dually 
diagnosed'), 10.2 percent are nonambulatory, and 5.8 percent are blind and/or 
deaf ('blind/deaf'). These incidences are substantially higher than in the 
similarly-aged general population. Residents' Inventory for Client and Agency 
Planning (I CAP) score, ranging in value from 0 to 100, is intended to indicate the 
intensity of required supervision as determined by both the frequency and severity 
of maladaptive behavior (although agency CEOs dismissed its usefulness in 
conversation). The CILA residents of the average agency have an average ICAP 
score of 47.5. 

The mean of site-average CILA-DSP (nominal) hourly earnings is $9.97 
circa 2004. The average 'entry' wage offered to an inexperienced worker is 
$8.59. The 'experience' wage is that paid to a worker with 5 years' experience. 
The average ratio of experience-to-entry wage is 1.18, and the ratio of the average 
wage to the entry wage is 1.16. 

Most DSPs are offered fringe benefits; 91.5 percent of all CILA sites offer 
a health insurance plan and 67.5 percent offer a retirement plan (figures not 
reported in tables). Most agencies that offer DSPs health insurance make~ an 
employer contribution for health insurance. Only 7 of the 183 CILA sites offering 
DSPs health insurance do not. All agencies offering retirement plans contribute 
to them. On average, employer contributions to health insurance and retirement 
benefits constitute 9.4 percent oftotal DSP compensation (not reported in table). 

The resident-to-DSP ratio, an indicator of the DSP work load, averages 
1.17 CILA residents per full-time-equivalent (FTE) DSP (Table 1 ). The average 
agency unionization rate (i.e., the average of agencies' share of CILA sites with 
any union workers) is 18 percent (Table 1). Twenty-four percent of the CILA 
sites are unionized (not reported in a table), indicating that smaller agencies are 
less likely to be unionized. 

Forty-three agencies (70.5 percent of agencies), representing 160 CILA 
sites (80 percent of CILA sites), are private non-profit, while 18 percent of 
agencies (10.5 percent ofCILA sites) are for-profit, and 11.5 percent of agencies 
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(9.5 percent of CILA sites) are county-operated (public non-profit). The average 
agency has a workforce of nearly 200. Most agencies provide diverse services; 
75.4 percent provide nonresidential DD services (typically CILA-complementary 
day programs; figures not reported in Table) and 31.1 percent provide mental 
health services (Table 1). Nearly 40 percent of all state payments made to these 
agencies are reimbursements for the provision of CILA services (not reported in 
table). We use variation in this measure of 'CILA intensity' (i.e., the dominance 
of CILA operations, as measured in relative revenue from that activity) to explore 
the robustness of our estimates below. 

Additional variables were either merged from government sources 
according to geographic location of the agency's headquarters or constructed from 
the sample. The average county unemployment rate (obtained from the Bureau of 
Labor Statistics, BLS) is 6.5 percent (Table 1). As discussed below, we use two 
wage measures-one for home health aide (HHA) and another for nursing aide 
(NA)-in our assessment of the validity of other instruments for total 
compensation. HHAs provide routine personal care in the resident's home. NAs 
include certified nursing assistants and hospital aides who provide routine 
personal care under the direction of nursing staff. The median hourly wages for 
these two similar occupations are obtained from the Illinois Department of 
Employment Security by Economic Development Region (EDR), a broad 
designation of Illinois counties into 10 geographic areas. The averages of these 
wages are $8.72 and $9.66, respectively. Finally, as described in detail below, we 
use address information to construct a 'local wage' for each CILA site, defined as 
the average DSP wage at nearby competitors' CILA sites. The average value of 
this wage is $1 0.1 7. 

SPECIFICATIONS, ESTIMATION STRATEGIES, AND FIRST-STAGE 
RESULTS 

In this section, we motivate and present the empirical specifications for employee 
turnover. Potential problems of endogeneity and simultaneity with regard to 
turnover and employee compensation are outlined. Instrumental variable (IV) 
strategies to address these issues are explained, and empirical findings related to 
the first stage, including tests of endogeneity as well as validity and weakness of 
the instruments, are presented. Although the sample of agencies is small, the 
preferred estimates account for the small sample size biases associated with two
stage least squares (2SLS). 

There is an extensive theoretical literature on job search and its 
implications for turnover. The major determinants of turnover are the worker's 
appropriately discounted stream of perceived pecuniary and nonpecuniary 
benefits and costs flowing from the current position relative to the expected 
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streams from alternative jobs, considering also the costs of search and of learning 
about the current employer through experience. Key results are that wages 
increase with tenure, quit rates fall with tenure, and firms may reduce turnover by 
back-loading the wage schedule (Rogerson et al., 2005). 

We specify turnover as a function of four types of variables influencing 
these flows: compensation, the immediate CILA work environment, agency 
personnel practices, and employer-employee relations. We lack information on 
the personal characteristics of the DSP workers that may influence turnover. To 
the extent that these characteristics are systematically correlated with included 
variables, estimates are biased by this omission. The IV approach, however, helps 
eliminate biases from this source with regard to the key explanator, total 
compensation. 

A higher wage reduces the benefits of job search. Fringe benefits 
additionally contribute importantly to binding employees to employers, both 
through 'job lock' (especially in the low-wage sector, where alternative jobs may 
not offer fringe benefits) and because workers with a preference for job stability 
may also have a strong taste for fringe benefits. 

Higher total compensation is predicted to reduce turnover. There are 
several potential ways to express compensation, and in principle it would be 
desirable to break it down into its wage and fringe benefit components. We do 
not present findings based on this approach. As a practical matter, promising 
candidate instruments for the fringe benefit component (analogues of the 'local' 
average wage approach we develop below) have little explanatory power for 
fringe benefits. When fringe benefits are treated as endogenous, the findings with 
respect to the wage are stable and similar in magnitude to the findings for total 
compensation presented below. Most importantly, reliable estimation and 
diagnostic tests that allow for possible weakness in the instruments have been 
developed for the case of a single endogenous explanator only; adding a second 
troublesome explanator leaves one with no reliable inferential tools (Murray, 
2006a, 2006b ). In our judgment, given the current state of knowledge, it is 
preferable to obtain reliable estimates for the total compensation case, as opposed 
to entering a no-man' s-land of inference by expanding the specification. 

The wage schedule (ratio of experience to entry-level wage) is included in 
the turnover specification because back-loaded pay may attract more stable 
workers to the agency and increase retention generally. The unemployment rate 
controls for alternative job opportunities. Agencies located in counties with low 
unemployment rates are expected to experience more turnover. 11 

11 The unemployment rate poses two potential limitations. First, to the extent that the county 
unemployment rate does not adequately capture all of the influence of outside job opportunities 
and such remaining influences are correlated with the instruments for total compensation, the 
instrumented variables' effect incorporates the influence of unmeasured outside job opportunities. 
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Resident characteristics principally control for the intensity of care and 
corresponding worker effort required. Turnover is expected to be higher when 
more residents are male, non-ambulatory, and dually-diagnosed with mental 
illness. Male residents are on average stronger and heavier. Caring for non
ambulatory residents is physically arduous and lifting poses significant injury 
risk. Dually-diagnosed residents may be less cooperative, more unpredictable in 
their behavior, and experience more frequent stressful crises. Turnover is 
expected to be lower when residents are older or the average resident ICAP score 
is higher, because caring for relatively inactive residents or residents with more 
predictable behaviors is easier (aging residents who develop serious medical 
problems are relocated from CILAs), and these residents may provide more self
care. The share of blind/deaf residents may be associated with lower turnover, 
because the DSPs who care for these residents possess unusual skills (e.g., sign 
language) that make their retention a priority. We also include the work load 
(resident-to-worker ratio), which is expected to increase turnover. 

Agency personnel practices and worker-management relations may also 
affect turnover. Economies of scale in recruiting should make higher turnover 
rates more tolerable for larger agencies. Larger agencies may be more impersonal 
and bureaucratic, and workers who cannot effectively voice their concerns are 
more likely to address them through exit. On the other hand, larger agencies may 
be more able to offer internal career ladders that aid retention. 

We expect lower turnover at non-profit than for-profit agencies if non
profits place greater priority on both resident and worker well-being, both of 
which are presumably reduced by turnover. A sense of shared mission with a 
non-profit employer may also engender worker loyalty. Unionization may reduce 
turnover if unions and management work together to effectively voice and address 
workplace concerns. In the general population, unionized workers tend to 
experience longer tenure, ceteris paribus (Freeman, 2005). On the other hand, the 
union itself may constitute a network for informally or formally sharing 
information about alternative job opportunities, increasing turnover. Finally, we 
include a variable indicating whether the agency offers mental health (MH) 
services. Recall that our turnover variable is agency-wide. MH workers are more 
highly skilled, specialized in their training, and better compensated, and we wish 
to control for the depressing effect their presence may have on the overall 
turnover rate. 12 

Second, if the market is tighter for an agency than the county unemployment rate suggests, they 
may pay a higher wage but still face greater turnover. In this case, our estimated wage effect is 
conservative. 
12 Note that the DSP workers we study provide specific DD services at CILA sites. There should 
be no systematic variation in DSP-CILA worker characteristics with respect to activities in 
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Total compensation is a potentially troublesome explanator for several 
reasons. First, agencies likely determine total compensation and turnover 
simultaneously. Unobservable turnover-reducing shocks may result in the agency 
choosing lower total compensation, generating a positive correlation between total 
compensation and turnover. If so, the ordinary least squares (OLS) coefficient of 
total compensation understates its effect on turnover. Second, omitted variables 
may be correlated with total compensation. Workers' unobserved characteristics 
may make them both high-quality and long-tenure. A positive correlation 
between unobserved worker characteristics and total compensation implies that 
the OLS coefficient for total compensation overstates its turnover-reducing effect. 
Given that the primary compensation variable is based on the average wage and 
there is no measure of tenure, higher compensation may simply reflect a longer
tenure workforce with its associated lower turnover. The direction of the net bias 
to OLS estimates resulting from these two concerns is ambiguous. While random 
measurement error in total compensation would bias towards understatement, this 
is not a concern; measures of hours and compensation come directly from payroll 
records and should be quite accurate. 

IV strategies are employed to address the potential biases outlined above. 
Two alternative instruments for total compensation are proposed-the agency's 
entry-level DSP wage and the 'local' average DSP wage. In both cases, the home 
health aide (HHA) and nursing aide (NA) wages for the agency's EDR are used to 
implement Anderson-Rubin overidentification tests. We describe the entry-level 
and local-average wage IV approaches and the first-stage results in tum. 

INSTRUMENTING AVERAGE TOTAL COMPENSATION WITH THE ENTRY-LEVEL WAGE 

Rationales for using the entry-level wage as an IV are that it is based on the 
prevailing wage for low-skilled workers in the agency's local labor market and 
population attributes that affect worker quality secularly (e.g., the quality of local 
high school education); that it is offered to inexperienced new hires prior to the 
agency obtaining idiosyncratic information about worker quality through 
monitoring; and that it is unrelated to the tenure distribution of the current 
workforce. Under these assumptions, the entry-level wage is a valid instrument 
for total compensation. It is likely highly correlated with an agency's total 
compensation while actual compensation (and not entry-level wage) claims the 
direct influence on turnover. 

Table 2 presents the first-stage findings. Column 1 reports the coefficient 
ofthe (natural log ofthe) entry wage when it is regressed on (the natural log of) 
average total compensation alone (a finding of possible interest to some readers), 

unrelated service areas (like mental health) that their agencies may offer. In short, we do not 
expect DSP-CILA-worker variables to be collinear with the MH service variable. 
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while column 2 presents the first-stage regression using entry-level wage as the 
instrument for total compensation.13 The coefficient for entry-level wage is 
positive, as expected. Entry-level wage also largely overcomes the 'weak' 
instrument problem that biases 2SLS estimates of the coefficient and its standard 
error (Murray, 2006a, 2006b). The first-stage F-statistic (F(1,52) = 12.19) 
indicates that the true significance level of the hypothesis test based on 2SLS is 
below 15 percent when the nominal level is 5 percent (Stock and Y ogo, 2002).14 

Nevertheless, some might still reasonably argue that this instrument is potentially 
weak, and this possibility is accounted for in the calculation of preferred estimates 
below. 

While compelling to us, some may reasonably doubt whether the entry
level wage is indeed a valid instrument. Additionally, the entry wage could also 
conceivably reflect agencies' unobserved characteristics. If it is possible to 
differentiate workers prior to hire by offering a higher entry wage, then it is a 
relevant explanator of turnover. We are skeptical of this argument, however, 
given our conversations with agency CEOs about their entry-level hiring strategy, 
which is to cast a wide net, knowing that most new hires have no experience in 
long-term care and will not find the DSP job to their liking. Given this situation, 
it seems futile to offer a higher wage to inexperienced applicants in hopes of 
making a better match. 

To address the validity concern further, we employ a version of the 
Anderson-Rubin over-identification restrictions test that permits an assessment of 
the validity of a subset of instruments whose validity is in doubt, conditional on 
other instruments whose validity is not in doubt (Murray, 2006b ). Because HHA 
and NA wages are aggregated over wide geographic areas and because entry-level 
DSPs select from a broad menu of alternative low-wage jobs spanning assorted 
industries, there is a strong case that HHA and NA wages do not belong in the 
turnover equation. DSP wages nevertheless should be correlated with HHA and 
NA wages due to the similar skills required and shared industrial sector. 

The Anderson-Rubin overidentification test statistic for HHA and NA 
wages is X2(1) = 0.003 (p-value = 0.9583), supporting the notion that HHA and 
NA wages are not relevant explanators in the turnover equation. HHA and NA 
wages are 'weak' instruments (the first-stage F-statistic is F(2,51) = 2.19). This is 
likely due to geographic aggregation over large areas (up to 19 counties), which 
breaks down the correlation with particular agencies' wages. Unfortunately, 
moredisaggregated wage data are not available. They are nevertheless useful for 
assessing whether the entry-level wage, a stronger potential instrument whose 

13 Throughout the paper, small-sample corrections are made to all test statistics. 
14 The Stock-Yogo test for the reduction of OLS bias achieved by 2SLS cannot be calculated 
because this test requires at least three instruments when there is one endogenous variable (Stock 
and Y ogo, 2002). 
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Table 2: First- stage regressions for Turnover equation (Instrumenting Log of total 
compensation) 
Variables (1) (2) (3) (4) 

Log of entry-level wage 

Log of local average wage 

Covariates 

Resident characteristics 
Share elder residents 

Share non-ambulatory 
residents 

Share dually- diagnosed 
residents 

Share blind/deaf residents 

Other job characteristics 
Log of county unemployment 
rate 

Agency characteristics 
Private nonprofit 

Log of size 

F -test, instrumental variables 

F-test, all controls 

0.595**** 
(0.176) 

F(1,59) = 
11.40 

p-value = 

0.001 

0.584**** 
(0.167) 

0.252**** 
(0.101) 

0.041 
(0.158) 

-0.071 
(0.067) 

-0.303 
(0.249) 

-0.114 
(0.147) 

0.080* 
(0.054) 

0.042** 
(0.023) 

F(1,52) = 
12.19 

p-value = 
0.001 

F(8,52) = 
5.43 

p-value = 
0.000 

0.536*** 
(0.227) 

F(l,59) = 
5.54 

p-value = 
0.021 

0.660**** 
(0.205) 

0.211 *** 
(0.101) 

0.086 
(0.164) 

-0.093 
(0.068) 

-0.295 
(0.252) 

-0.250* 
(0.152) 

0.054 
(0.054) 

0.054*** 
(0.022) 

F(1,52) = 
10.28 

p-value = 
0.002 

F(8,52) = 
5.08 

p-value = 
0.000 

Notes: Entries are estimated coefficients with standard errors in parentheses beneath. 
(*,**,***,****)indicate statistical significance based on a one-tail t-test exceeding the (90, 95, 
97.5 and 99) percent levels of confidence. All test statistics and confidence intervals are adjusted 
for sample size. 
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validity, is in doubt, is indeed exogenous, because the Anderson-Rubin 
overidentification test is robust to weak but valid instruments (Murray, 2006b). 
The test statistic of X2(1) = 1. 770 (p-value = 0.183) supports the notion that the 
entry-level wage is not a relevant explanator in the turnover equation.15 

INSTRUMENTING AVERAGE TOTAL COMPENSATION WITH THE LOCAL AVERAGE DSP WAGE 

The alternative instrument for total compensation is the local average DSP wage. 
This variable is constructed for each CILA site by averaging the average DSP 
wage at the five closest CILA sites operated by the agency's competitors within a 
30-mile radius.16 The local average wage is exogenous with respect to an agency 
but should be correlated with that agency's total compensation due to overlapping 
labor markets. In particular, its exogeneity with respect to the agency solves the 
simultaneity problem and any problems due to unobserved agency attributes. 
Since it is also exogenous with respect to worker characteristics, it is also 
uncorrelated with worker tenure and heterogeneous worker characteristics at the 
agency in question. 

In the first-stage regression the coefficient of the (natural logarithm of) 
local average wage in the specification for the (natural logarithm of) total 
compensation is positive, as expected (see column (4) of Table 2; as before, 
column (3), immediately to the left, contains the coefficient from a specification 
with no additional explanators). Local average wage largely overcomes the 
'weak' instrument problem. The first-stage F-statistic is F(l,52)= 10.28, 
indicating that the true significance level of hypothesis tests based on 2SLS is 
below 15 percent when the nominal level is 5 percent (Stock and Y ogo, 2002). 
Nevertheless, some might still reasonably argue that this instrument is potentially 
weak, and this possibility is accounted for in the calculation of preferred estimates 
below. The Anderson-Rubin test of whether the local average wage is valid 
conditional on the validity ofthe HHA and NA wages is X2(1) = 0.717 (p-value = 
0.397), supporting the notion that the local average wage is not a relevant 
explanator in the turnover equation.17 

15 The Anderson-Rubin test ofthe validity of a subset of instruments is performed using 'ivreg2', a 
downloadable add-on command for Stata. 
16 For the vast majority of the CILA sites (192 sites), the local average wage is based on five non
relative, neighboring CILA sites located within 24.9 miles. For more isolated sites, fewer than 5 
competitors' sites were selected. The 30 mile radius was chosen under the assumption that on 
average a worker would readily commute up to about 30 minutes from her current workplace. 
17 Two other instruments for total compensation were found to be quite weak. Local entry-level 
wage and local total compensation were constructed in the same manner as local average wage. 
The first-stage F-statistic is F(1,52) = 2.53 for local entry-level wage and F(1,52) = 7.24 for local 
total compensation. Local total compensation is not a strong instrument for total compensation 
because marginal variation in total compensation is largely driven by its wage component. While 
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Before proceeding, we note that the findings for the various instruments 
are as one might expect based on their variation in the data. The coefficient of 
variation (CV) for the logarithm of DSP total compensation is 0.078. The CVs 
for the wage instruments are uniformly lower because idiosyncratic agency 
components are averaged out, leaving only 'systematic' variation. The CVs are 
0.058 and 0.044 for the logarithms of entry wage and local average wage, 
respectively, our two most promising instruments for total compensation. In 
contrast, the CV s for the logarithms of home health aide wage and nursing aide 
wage are substantially less at only 0.017 and 0.032, respectively. These two later 
wage measures are, not surprisingly given their relative lack of variation, found to 
be weak instruments for total compensation. They nevertheless are valid 
instruments and are useful for assessing the validity of the entry wage and local 
average wage, our two alternative wage instruments, both of which are strong 
instruments, but whose validity may be in doubt. 

FINDINGS 

All specifications are estimated with OLS, two-stage least squares, or Fuller's 
estimator, as appropriate, using a semi-log form, where controls that are not either 
binary or shares are logged. In fact, the findings differ little across linear, 
semilog, and log-log specifications. 

DETERNITNANTSOFTuRNOVER 

Table 3 presents estimates of the agency turnover rate as a function of resident, 
job, and agency characteristics. Column (1) presents findings from the complete 
specification discussed above. The second column presents findings for the 
parsimonious specification, dropping v.ariables whose estimated effects differ 
insignificantly from zero at a 20 percent or higher confidence level in a one-sided 
t-test. The coefficients of selected resident characteristics (sex and ICAP), some 
job characteristics (wage schedule, work load, union), and agency characteristics 
(public non-profit and MH service provider binaries) are insignificant. A 
comparison of columns (1) and (2) shows that the estimated coefficients for the 
parsimonious specification are reasonably insensitive with respect to dropping the 
other variables from the specification.18 

there is little cross-site variation in fringe benefit compensation within an agency, there is cross
site variation in wages in response to local labor market conditions. The second-stage findings 
using these two 'weak' instruments are qualitatively similar to those reported below. 
18 In particular, the 'union' effect is still insignificant when the union variable is maintained while 
other insignificant variables are dropped. Because only 13 of the 61 agencies had any unionized 
DSPs, it is quite possible that the incidence of unions in our sample is too low to identify a 
potential independent union effect. 
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Table 3: OLS and 2SLS estimates ofTurnover equation (Instrumenting Log of total 
comEensation! 

2SLS 2SLS 
estimates estimates 

OLS OLS (Instrument is (Instrument is 
estimates estimates Log of entry- Log oflocal 

level wage) average 
wage) 

Variables {12 {22 {32 {42 

Resident characteristics 
Share male residents -0.048 

(0.087) 

Share elder residents -0.108 -0.137*** -0.110* -0.126** 
(0.120) (0.066) (0.075) (0.074) 

Share elder male residents -0.044 
(0.189) 

Share nonambulatory 0.467**** 0.506**** 0.498**** 0.503**** 
residents (0.114) (0.102) (0.106) (0.103) 

Share dually-diagnosed 0.083** 0.088** 0.074* 0.083** 
residents (0.049) (0.044) (0.049) (0.048) 

Share blind/deaf residents -0.434*** -0.372*** -0.416*** -0.390*** 
(0.193) (0.165) (0.177) (0.174) 

Log ofiCAP score -0.013 
(0.083) 

Job characteristics 
Log of total compensation -0.247**** -0.237*** -0.391 *** -0.302* 

(0.094) (0.082) (0.194) (0.203) 

Log of wage schedule -0.040 
(0.109) 

Log of work load -0.016 
(0.047) 

Union -0.015 
(0.047) 

Log of county -0.186** -0.173** -0.196** -0.183** 
unemployment rate (0.110) (0.097) (0.103) (0.101) 

Agenc}! characteristics 
Private nonprofit -0.099** -0.068** -0.060* -0.065** 

(0.054) (0.035) (0.037) (0.036) 
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Table 3 (continued): OLS and 2SLS estimates ofTumover equation (Instrumenting Log 
oftotal compensation) 

Agency_ characteristics (_continuedl 
Public nonprofit -0.056 

(0.063) 

Log of size 0.040** 0.029** 0.038** 0.033** 
(0.020) (0.015) (0.019) (0.019) 

Any MH services -0.026 
(0.032) 

Number of observations 61 61 61 61 

Rz 0.525 0.487 0.452 0.481 

Adjusted R2 0.352 0.408 0.368 0.401 

F-test F(16,44) = F(8,52) = F(8,52) = F(8,52) = 
3.04 6.17 5.31 5.35 

p-value = p-value = p-value = p-value= 
0.001 0.000 0.000 0.000 

Notes: Entries are estimated coefficients with standard errors in parentheses beneath. 
(*,**,***,****)indicates statistical significance based on a one-tail t-test exceeding the (90, 95, 
97.5 and 99) percent levels of confidence. All test statistics and confidence intervals are adjusted 
for sample size. 

Column (3) presents the findings when the entry-level wage instruments 
total compensation, and column ( 4) presents the findings when the local DSP 
average wage is the instrument. Higher total compensation always reduces 
turnover, as hypothesized, and the magnitudes of these estimated effects are 
substantial. A 10 percent increase in total compensation (a $1.11 increase at the 
mean) reduces turnover from 3.02 to 3.91 percentage points, depending on the 
instrument, representing a 27 to 65 percent larger effect than the OLS estimate 
reported in column (2). The fact that both IV coefficient estimates exceed their 
OLS counterparts suggests that simultaneity of total compensation with turnover 
is the major source of bias. 

When instruments are weak, confidence intervals are understated, and 
2SLS point estimates can be severely biased as well (Murray, 2006a, 2006b). 
While the first-stage findings for both IVs presented in the previous section 
indicate that they are reasonably strong, we nevertheless explore the robustness of 
the findings to any potential weakness. Moreira's (2003) two-sided conditional 
likelihood ratio (CLR) approach corrects for biased confidence intervals. 
Following Murray's (2006a, 2006b) recommendation for choosing a point 
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estimate for the coefficient of an endogenous explanator when instruments are 
potentially weak, we compute point estimates using two of Fuller's estimators 
(with parameter values a= 1 and a = 4).19 

Using entry-level wage as the instrument for total compensation, the CLR 
test yields a 95-percent confidence interval of [-0.9571, -0.0046] with a p-value 
for the null hypothesis of no effect of total compensation on turnover of 0.0304. 
The Fuller estimates are -0.376 when a = 1 and -0.344 when a = 4 (the most 
conservative endogeneity-corrected estimate). Both are reasonably close to the 
2SLS point estimate of -0.391. These findings strongly suggest that the effect of 
total compensation on turnover is negative and considerably larger-45 to 65 
percent larger in absolute magnitude-taking account of endogeneity. 

When local average wage is the instrument for total compensation, the 
CLR test yields a 95-percent confidence interval of [-0.8645, 0.1632] and a p
value for the null hypothesis of no effect of total compensation on turnover of 
0.1252. The 2SLS estimate of the effect of total compensation on turnover is 
-0.302; Fuller estimates are -0.295 (a= 1) and -0.280 (a= 4). While the local 
average wage-instrumented findings are weaker, they again suggest a 
conservative estimate ofthe effect oftotal compensation on turnover (-0.280) that 
is quite large in absolute magnitude, or 18 percent larger in absolute size, taking 
endeogneity into account. 

The evidence collectively indicates that the simultaneity of total 
compensation and turnover is a source of bias in the OLS estimates. The 
estimated magnitude ofthis bias depends on the instrument set and the estimator. 
In particular, the Fuller (a = 1) estimates are from 24 to 59 percent larger than 
their OLS counterparts; the Fuller (a = 4) estimates are from 18 to 45 percent 
larger than their OLS counterparts; and the 2SLS estimates are from 27 to 65 
percent larger than their OLS counterparts. 

The unemployment rate has the expected effect. A 10 percentage-point 
increase in the unemployment rate reduces turnover by 1. 73 to 1.96 percentage 
points (columns (1)- (4)). Resident characteristics have the hypothesized effects, 
and these effects are of substantial magnitude. A 10 percentage-point increase in 
the share of nonambulatory residents increases turnover by 4.67 to 5.06 
percentage points; a 10 percentage-point increase in the share of blind/deaf 
residents reduces turnover by 3.72 to 4.34 percentage points; a 10 percentage
/point increase in the share of older residents reduces turnover by 1.08 to 1.3 7 
percentage points; and a 10 percentage-point increase in the share of dually
diagnosed residents increases turnover by 0.74 to 0.88 percentage points. 

Agency characteristics affect turnover as expected. Private non-profit 
agencies experience 6.0 to 9.9 percentage points less (or about one third less) 

19 In the context of weak instruments, when a = 1 Fuller's estimator is approximately unbiased. 
When a= 4, Fuller's estimator is biased, but its mean square error is less than when a= 1. 
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turnover than for-profits. Turnover is higher at larger agencies; a 10 percent 
increase in agency size (a 20 worker increase at the mean) is associated with a 
0.29 to 0.40 percentage-point increase in turnover. 

ROBUSTNESS OF THE TuRNOVER ESTIMATES 

While the turnover measure is agency-wide, the right-hand-side variables, except 
for agency characteristics, are specific to CILA operations. Since there is 
variation in the extent to which agencies' activities are dominated by CILAs, we 
explore whether the turnover estimates, particularly with regard to the CILA
DSP-specific variables, strengthen as we increasingly focus on agencies most 
dedicated to CILAs. We re-estimate the basic OLS turnover equation, dropping 
the 16, 25, and 33 percent of the agencies in our sample with the smallest elLA
reimbursement revenue shares. Findings are consistent with CILA operations 
dominating agency turnover. All estimated coefficients are robust with respect to 
these sample alterations and the effects of many-notably resident characteristics 
and total compensation-increase in absolute magnitude. The overall fit also 
strengthens (the adjusted R-squared rises from 0.39 to 0.44)?0 

Several other pieces of evidence support our assumption that agency-wide 
turnover is governed by CILA-DSP turnover. CILA-operating agencies 
experience turnover that is 50 percent higher than that of agencies without CILA 
operations. Further, when we estimate turnover equations-in each case 
replacing CILA-specific variables with other program-area-specific variables 
(MH and DD nonresidential programs)-there are no significant predictors of 
turnover. Similarly, when we pool information across all program areas (MH, 
DD nonresidential, and CILA) to create program-area-weighted-average 
explanatory variables, no statistically significant relationships are found. Thus 
assorted evidence collectively and strongly supports the notion that DD-agency 
turnover is chiefly a CILA-DSP staffing problem. 

DISCUSSION AND CONCLUSIONS 

We have identified multiple factors influencing turnover of frontline caregivers. 
Resident characteristics indicating a higher caregiving burden are associated with 
increased turnover. Thus, the incidence of turnover is unevenly distributed, and 
residents with the greatest caregiving needs (those who are younger, 
nonambulatory, and dually diagnosed with a mental illness) face systematically 
higher turnover and potentially lower-quality care. Turnover is higher at larger 
agencies, consistent with personnel cost efficiencies or exit theory, or both. 
Agencies paying higher total compensation to frontline caregivers experience less 

2° Findings available upon request. 
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turnover. Depending on the chosen IV estimate, an increase of from 23.9 to 30.5 
percent in total compensation (or an increase of $2.65 to $3.38 per hour at the 
sample mean of $11.065 per hour) cuts turnover by one-third?1 Other findings of 
interest are the effects of DSP unionization and agencies' nonprofit status. 
Unionization does not appear to reduce turnover directly. Nonprofit agencies 
have lower turnover, consistent with the notion that they are more concerned with 
both quality care and worker welfare. 

The finding of an important influence of compensation on turnover in this 
research stands in stark contrast to much prior work. Research on the childcare 
and teaching sectors has produced surprisingly little evidence in favor of a 
significant effect of compensation, while research on the nursing field has tended 
to find only small wage effects. Industry differences, problems of accurately 
measuring compensation, and the lack of endogeneity correction (which we find 
increases the estimated effect of compensation) likely explain this difference. 
While the childcare literature has been largely unsuccessful in identifying many 
significant influences on turnover at all, our work is similar to prior research on 
teaching in finding that 'client' characteristics (students, in the case of teaching, 
and group home residents, as studied here) do have an important influence on 
worker turnover. Given the intense and potentially long-term nature of the 
relationships between workers and 'clients' in both settings, it strikes us as quite 
plausible that 'client' characteristics have a great influence on the psychic costs 
and benefits in the work environment in these industries. 

Our work informs the debate over the adequacy of pay in the caregiving 
sector by quantifying the relationship of turnover to compensation in addition to 
other factors. Our estimates are comparable in magnitude to those found by 
Howes (2005). At a nominal wage of$8.85 in 2001, her estimates imply that a $1 
(or 12.4 percent) increase in the wage cuts turnover of new workers by 17.6 
percent. 

Agencies can manipulate job characteristics to affect voluntary worker 
turnover. The prudent agency balances the associated costs against the benefits of 
reducing turnover (higher productivity, reduced recruiting costs, reduced training 
costs, and other costs). Since agencies in the sample tolerate fairly high turnover 
rates, these benefits are presumably insufficient to cause them to lower turnover?2 

Nevertheless, it may be socially, but not privately, efficient to do so. In other 

21 These estimated effects are from the coefficient estimates of -0.376 and -0.295 obtained 
applying Fuller's (a= 1) estimates to models in which total compensation is instrumented with 
entry wage and local average wage, respectively. 
22 In an early article, Leonard (1987) concludes that the 200 high-technology plants he studies 
have an economically justifiable level of turnover. However, this conclusion stems from a finding 
of a very small compensation effect on turnover which necessitates enormous (and expensive) 
wage increases to induce noticeable turnover declines. 
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work (Powers and Powers, 2009), we present estimates of potential cost savin~s 
from cutting turnover by one-third for the sample of agencies analyzed here. 3 

Four parties potentially benefit from this wage increase-DSP workers, residents 
(through quality improvements), agencies (through cost reductions), and the state 
(through cost reductions on subsidized items).24 Findings from the same data (see 
Powers and Powers, 2009, for a detailed presentation) suggest that, 
conservatively, an increase in total compensation sufficient to cut turnover by 
one-third would be socially justified without appeal to worker welfare if 
residents' valuation of increased service quality (emanating from reduced worker 
turnover) is from 9 to 12 percent of the annual payment made to agencies by the 
state for their care (i.e., the state's declared cost of providing food, shelter, and 
supervision, after assumed allowances for client payments, or $39,678 per person; 
Powers et al., 2006).25 Our perception is that the upper bound of 12 percent on 
resident valuation is reasonably sma11.26 

Findings with regard to the other model variables indicate that policies to 
encourage non-profit entry and smaller agencies could also reduce turnover. 
Some of the characteristics associated with increased turnover are arguably 
encouraged by peculiar features of Illinois' DD policy (see Powers et al., 2006, 
for a detailed discussion). The state's reimbursement system shifts financial risk 
onto providers, increasing incentives to pool risk over large resident bases with 
diverse characteristics. The state's reimbursement schedule also creates 
incentives for agencies to offer a variety of compliment services in order to 
exploit opportunities for cross-subsidization. Both factors encourage large 
agencies, which we have found to be associated with greater turnover. State 
policies to reimburse entry-level worker training underwrite one of the potential 
major costs of turnover to agencies (see Powers and Powers, 2009, for a detailed 
analysis of this issue). The findings presented here also suggest that 
reimbursement differentials for extra-special-needs (dually-diagnosed and non
ambulatory) residents are inadequate to compensate DSP workers for their 
additional effort in caring for these individuals. An additional implication of our 

23 The choice of a specific level of turnover reduction for these calculations is somewhat arbitrary. 
We choose one-third because that is the level of reduction in turnover determined by U.S. 
Department of Health and Human Services (2006) to support an adequate caregiving workforce to 
the DD sector, which might be perceived as a reasonable policy goal. 
24 Efforts to raise direct care workers' compensation is in the spirit of the 'Living Wage' 
movement (e.g., Adams and Neumark, 2005), which targets government contractors employing 
low-wage workers. 
25 It is important to point out that the typical client has little income aside from Supplemental 
Security Income payments that are already dedicated to living expenses. 
26 Alternative estimates for a range of assumptions yield similar magnitudes (see Powers and 
Powers, 2009, for details). 
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findings is that the secular aging of the population may serve to reduce turnover at 
group homes for individuals with DD. 

Several specific public policies are promising for reducing turnover. A 
federal Medicaid wage pass-through policy applied to the DD sector is one. This 
option permits states to increase Medicaid reimbursements to agencies above 
current per diems if the increase is dedicated to DSP compensation (see U.S( 
Department of Health and Human Services and Institute for the Future of Aging 
Services, 2002, for discussion). Enhancing resident choice in the long-term care 
system likely would spur agencies to compete on quality, creating incentives for 
agencies to reduce their turnover. While Illinois' current policy of subsidizing 
entry-level training implicitly encourages turnover, we do not advocate for its 
elimination. Agencies would tend to under-train DSP workers in its absence 
because they cannot internalize the benefits of their training to other employers. 

Future work to understand low-wage worker turnover, its role in the long- · 
term care 'crisis,' and its implications generally is well served by the availability 
of position-specific data at the establishment level for other types of 
establishments in the long-term care sector. The present study, while limited to 
long-term community-based care for persons with developmental disabilities, 
sheds new light on this important topic. 
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Abstract 

High rates of worker turnover have been a persistent problem in the long-term care industry. Spending on individuals with 
developmental disabilities represents 20 percent of all long-term care spending and 40 percent of Medicaid spending on 
long-term care. Using detailed data on the providers of long-term community-based residential services for persons with 
developmental disabilities, this research examined the consequences of high worker turnover for long-term care costs and 
whether a wage-subsidy policy to reduce worker turnover would have been cost-effective in this sector. Higher turnover 
increased state-reimbursed training expenditures, the share of workers engaged in training, and workers' compensation 
costs. Turnover had no effect on training expenditures that were not reimbursed by the state, nor did it affect residential 
vacancies. The findings indicated that providers were unlikely to reduce turnover on their own, since its associated costs 
were either tolerably small or borne by others. An analysis indicated that it was likely socially beneficial for the government 
to reduce turnover through wage subsidization in this sector. 

Keywords 
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Substantial worker turnover is a characteristic feature of the 
low-wage labor market for frontline workers in the long
term care sector. Expert consensus estimates of direct-care 
worker turnover, measured as annual total separations as a 
percentage of annual average employment, are 50% among 
long-term care workers (Stone & Wiener, 2001; U.S. 
Department of Health and Human Services, 2006). Larson 
and Lakin (1999) determined that 35% of Minnesota front
line group home workers were on the job less than a year in 
the mid-1990s. Howes (2005) presented a 32% annual tum
over rate for home care workers in the late 1990s and early 
2000s. Allowing for consumer-originated service termina
tions, this figure fell to 27%. 

Turnover imposes potential costs on all stakeholders
firms, workers, consumers, and government-in the long
term care arena. Costs facing firms providing long-term 
care are driven up by increased recruiting and other direct 
hiring costs, the costs of training a relentless flow of new 
workers, and higher workers' compensation costs if turn
over is the result of injuries. High turnover likely also low
ers productivity by disrupting teamwork, and workers 

suffer when the work environment becomes more difficult 
or even dangerous because of a lack of experienced col
leagues (see Seavey, 2004, for a discussion and overview of 
the evidence on costs to firms). Consumer welfare is harmed 
when .turnover reduces the quality of long-term care ser
vices (Institute for the Future of Aging Services, 2007; Lar
son, Hewitt, & Lakin, 2004; Test, Flowers, Hewitt, & 
Solow, 2003). Finally, the government plays a major role in 
the long-term care sector, chiefly by subsidizing the provi
sion of care through the Medicaid program and so may also 
pay for turnover-related costs. When government subsi
dizes costs that are influenced by turnover, it mitigates 
incentives that might otherwise cause firms to restrain 
turnover. 
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The adverse effects of turnover have long been a major 
concern of practitioners and policy makers. Seavey (2004) 
succinctly stated the key public policy problem: 

Because turnover costs at the service delivery and 
payer levels are not integrated into providers' cost 
structures, providers may not find it cost-effective to 
make the investments needed to reduce turnover. But 
by not making those investments, substantial "down
stream" turnover costs may be incurred by the other 
stakeholders-consumers and their families, work
ers, and third-party payers. (p. 5) 

Unlike other arenas, consumers are likely ineffective at dis
ciplining the marketplace for long-term care, given the 
peculiarities of the sector. The government is often the 
major payer, and a substantial segment of consumers (per
sons with developmental disabilities and impoverished 
elderly persons) cannot afford to supplement the regulated 
payment schedule. Furthermore, in many payment systems 
currently in place, consumers have limited choice over how 
and where money is spent on their behalf. 

Convincing empirical evidence on these points, how
ever, remains scant, and much of the existing research suf
fers from methodological limitations. Seavey (2004) 
described several possible costs associated with turnover 
and reviewed the literature on turnover costs in long-term 
care services, which has largely focused on recruiting costs 
and productivity losses. Approaches to assessing establish
ments' costs have ranged from applying "rules of thumb," 
such as assuming a fixed percentage of compensation as the 
transaction cost per new hire, to asking employers to report 
a total cost of turnover (Seavey, 2004). Two studies in the 
economics literature estimated the turnover-related costs at 
the establishment level in arguably related industries. Pow
ell and Cosgrove (1992) included turnover in a cost func
tion estimated for a sample of U.S. child care centers and 
found a weak positive relationship. Alexander, Bloom, and 
Nuchols (1994) estimated the relationship between regis
tered nurse turnover and hospitals' personnel and nonper
sonnel costs. They found significant but quite small positive 
effects of registered nurse turnover on both cost compo
nents. However, registered nurses contributed a much 
smaller fraction of overall work hours to their establish
ments than frontline caregivers at establishments providing 
long-term care; hence, one might expect the cost effects of 
direct service provider turnover to be much larger. 

The potential endogeneity of turnover with costs has 
been largely ignored. Endogeneity arises from several 
sources, including the simultaneous determination of tum
over and costs in firms' optimization strategies and unob
served variables, or "third factors" that influence both 
turnover and costs. Powell and Cosgrove (1992) ignored 
this complication, whereas Alexander et al. (1994) 

journal of Disability Policy Studies 21 (4) 

addressed potential endogeneity with a questionable empir
ical strategy that incorporated the lagged turnover variable 
in the cost specifications. 

There is some empirical evidence that turnover of front
line workers can lower the quality of long-term care (see 
Seavey, 2004, on long-term care in general and Institute for 
the Future of Aging Services, 2007, on the frail and disabled 
elderly), including long-term care for persons with develop
mental disabilities (U.S. Department of Health and Human 
Services, 2006), the particular sector studied here. Larson et 
al. (2004) found that frontline worker turnover severely cur
tailed the opportunities of consumers with developmental 
disabilities, whereas Test et al. (2003) reported that it 
decreased safety, created personal problems including sad
ness, and generally disrupted life and routines. 

In short, substantial worker turnover is a characteristic 
feature of the low-wage labor market for frontline workers 
in the long-term care sector, and there is some evidence of 
adverse consequences for consumers, including persons 
with developmental disabilities. However, no studies have 
been conducted on the impact of turnover on operating 
costs in long-term care generally, and studies of particular 
costs have been largely limited to hiring costs. Furthermore, 
those studies on other sectors' overall costs, and studies of 
hiring costs in long-term care, have used methods with 
clear limitations. Why is high worker turnover tolerated by 
agencies and consumers, and does government policy dis
courage, encourage, or have no effect on worker turnover? 
Because of the scarcity of appropriate data, these crucial 
questions remain understudied. Our aim was to bring new 
and unique data to bear on these questions. 

Areas of Inquiry 
This project focused on a particular segment of long-term 
care, community residential services for individuals with 
developmental disabilities. In recent years, about 4.5 mil
lion Americans were developmentally disabled (Rizzolo, 
Hemp, Braddock, & Pomeranz-Essley, 2004), experiencing 
a physical or mental impairment with onset prior to age 22 
that altered or substantially inhibited their capacity to care 
for themselves or live on their own. Although long-term 
care spending has tended to be concentrated on elder per
sons, there has been substantial public spending for devel
opmental disability services in the United States in both 
absolute and relative terms. Rizzolo et al. (2004) reported a 
total $34.64 billion in public expenditures on long-term 
care for persons with developmental disabilities in 2002, of 
which 65% was dedicated to community living arrange
ments. In 2002, spending on individuals with developmen
tal disabilities accounted for 20% of all long-term care 
spending and 40% of Medicaid's long-term care spending 
(Tritz, 2006). Thus, the findings from this study pertain 
directly to a substantial segment of all long-term care and 
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Table I. Summary of Research Questions, Procedures, and Findings 

Research question 

!.What were the consequences 
of high worker turnover for 
long-term care costs? 
I a. Did higher worker 

turnover cause an 
increase in training costs? 

I ai. Were there differential 
effects of higher 
worker turnover on 
state-reimbursed and 
nonreimbursed training 
costs? 

I b. Did higher worker 
turnover cause an 
increase in workers' 
compensation costs? 

I c. Did higher worker 
turnover cause an 
increase in residential 
vacancies? 

2. Would a wage-subsidy policy 
to reduce worker turnover 
have been cost-effective? 

Method and statistical procedures 

Cost items and residential vacancies were estimated as a 
function of the worker turnover rate and other important 
explanators usingTobit. 

Estimated three training cost measures--state reimbursed, 
nonreimbursed, and share of employees engaged-as a 
function of the worker turnover rate and other important 
explanators using Tobit. Unit of observation was the agency. 
Training variables were particular to the agency's CILA 
operations. 

Contrasted empirical findings from models of state-reimbursed 
and nonreimbursed training costs. 

Estimated workers' compensation cost as a function of the 
worker turnover rate and other important explanators using 
Tobit. Unit of observation was the individual CILA site. 

Estimated residential vacancy rate as a function of the worker 
turnover rate and other important explanators using Tobit. 
Unit of observation was the individual CILA site. 

Compared estimated cost savings from reduced worker 
turnover implied by models of training and workers' 
compensation with the estimated cost of reducing turnover by 
one third via wage increases from Powers and Powers (20 I 0). 

CILA =Community Integrated Living Arrangement. 
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Findings 

Worker turnover increased 
selected long-term care costs. 

Yes. State-reimbursed training 
costs and the share of 
employees engaged in training 
were positively affected by 
worker turnover. 

Yes. State-reimbursed training 
costs were estimated to rise 
with worker turnover, whereas 
nonreimbursed training costs 
were unaffected. 

Yes.Workers' compensation 
costs rose with worker 
turnover. 

No. Effects of worker turnover 
on residential vacancies 
were not estimated to be 
significantly different from zero 
at standard confidence levels. 

Yes. Although the cost savings 
were small, the wage subsidy 
policy was very effective at 
reducing worker turnover. 

are potentially informative for care of elder persons and 
others. 

Original data provided by agencies operating small com
munity-based residential facilities for persons with devel
opmental disabilities throughout the state of Illinois enabled 
us to assess the consequences of worker turnover on select 
important operating costs. In particular, we empirically esti
mated the impact of worker turnover on training costs, 
workers' compensation costs, and residential vacancies (the 
latter is a key determinant of agency revenues). Training 
costs were decomposed into state-reimbursed and nonreim
bursed components. An additional indicator of training 
costs, the share of employees engaged in training activities, 
was also analyzed. 

and (lc) "Did higher worker turnover cause an increase in 
residential vacancies?" Because of the detailed information 
available on training activities· and training costs, we were 
also able to answer an important question about training: 
(lai) "Were there differential effects of higher worker turn
over on state-reimbursed and nonreimbursed training 
costs?" The other major question investigated was whether 
potential cost savings from reduced worker turnover might 
justify government policies that could reduce it: (2) "Would 
a wage-subsidy policy to reduce worker turnover have been 
cost-effective?" 

Two major research questions were investigated. Table 1 
presents a summary of the research questions (hypotheses), 
methods, statistical procedures, and findings for each ques
tion. The first major question (1) is, "What were the conse
quences of high worker turnover for long-term care costs?" 
Three particular subsidiary questions could be investigated 
using these data: ( 1 a) "Did higher worker turnover cause an 
increase in training costs?" (lb) "Did higher worker turn
over cause an increase in workers' compensation costs?" 

Method 
Study Participants 

Although the state of Illinois provided services directly to a 
small number of people through its state-operated develop
mental centers, the great majority of services were provided 
through a state-funded network of private and a handful of 
county-operated agencies (see Powers, Powers, & Merriman, 
2006, for a detailed description of Illinois' system of service 
provision for persons with developmental disabilities). 
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Agencies in this network were targeted for participation in 
the study. 

The foremost public policy for supporting adults with 
developmental disabilities in the community has been and 
continues to be the group home. Few individuals with 
developmental disabilities have received assistance in their 
private homes (Rizzolo et al., 2004). The Community Inte
grated Living Arrangement (CILA), a Medicaid program, 
has been the chief group home arrangement in Illinois, sup
porting persons with developmental disabilities in resi
dences of up to eight individuals. The state has heavily 
regulated the CILA industry, mandating minimum levels 
of many inputs, from staffing ratios to square footage per 
resident. The state has also set per diem reimbursement 
rates for CILA consumers. Opportunities for further increas
ing per-consumer revenue have been severely limited by 
state-set service caps. CILAs were not intended for the 
medically fragile, and allowances for nursing and other spe
cialized care have been strictly restricted; in this respect, 
CILAs are akin to "assisted living" arrangements. 

Although agencies could freely enter and exit the CILA 
market, statutory policies rationed demand by capping the 
number of CILA residents at 7,200 and by imposing explicit 
program expenditure caps. Agencies could not recruit CILA 
residents. Instead, the state, through another set of private 
agencies acting on its behalf, assigned consumers to agencies. 

Sample Design and Data Colleaion 

The study followed a systematic sampling plan. Information 
about agencies was collected from three vantage points, gen
erating information of three types: (a) information about an 
agency's entire operations (i.e., spanning all service areas; 
e.g., the total number employed), (b) information about an 
agency's entire CILA operations (e.g., the total cost of train
ing all of the agency's staff who were engaged directly in 
CILA operations), and (c) information about an agency's 
individual CILA operations (e.g., whether a particular resi
dence had unionized workers). Agencies' chief financial offi
cers ( CFOs) and chief executive officers ( CEOs) participated 
in several focus groups during the survey development phase 
of the project to ensure that questions were well defined, 
were comprehensive, and elicited accurate information. 

The Illinois Department of Human Services provided the 
authors with a list of the street addresses, telephone contact 
information, and detailed authorized state service codes for 
all agencies that received reimbursements from the state for 
providing state-authorized developmental disability and/or 
mental health services during the 2004 state fiscal year (July 
1, 2003-June 30, 2004). Many agencies provided both resi
dential and nonresidential services for persons with develop
mental disabilities. Residential services provided both a 
place to live and personal supports for daily living. 

Journal of Disability Policy Studies 2 I (4) 

Nonresidential services included developmental activities 
and therapies to maintain and improve functioning, voca
tional and employment support programs, and respite care or 
in-home personal assistance. Agencies that provided CILA 
services during this period were identified from this list and 
constituted the sample for purposes of collecting information 
about an agency's entire operations and entire CILA opera
tions (information ofTypes a and b, respectively). 

It was recognized that the burden of requiring each agency 
to report information about each and every one of its CILA 
sites (i.e., information of type c) might be prohibitively time
consuming for large agencies and lead to a high rate of non
response. A sampling strategy was designed that limited the 
maximum number of potential CILA site questionnaires for 
each agency to five, a number deemed reasonable by focus 
groups of agency CFOs and CEOs. A list of all 24-hour 
staffed CILA sites, including each site's street address, tele
phone number, and the name of the associated agency operat
ing it, was provided by the state. Agencies with fewer than 
six sites were asked to complete a questionnaire for each site. 
When an agency operated more than five CILA sites, the 
authors randomly selected five sites. Specifically, each agen
cy's list ofCILAs was sorted by address, and each CILAwas 
assigned a random number by a computer program. The five 
CILAs with the smallest associated random numbers were 
selected for the sample. In a small minority of cases, sites 
experienced closures or ownership changes or were discov
ered to have been in partial operation during the fiscal year. 
These sites were discarded, and the random selection process 
was applied to the revised roster. 

The CFO of each of the in-sample agencies was con
tacted by mail and telephone and requested to complete the 
multiple-module questionnaire on services, workers, con
sumers, revenues, and costs. The solicitation identified the 
CILA sites chosen for the sample by their complete address 
information. Although the questionnaire was also available 
in hard copy, the vast majority of respondents chose the 
Web-based format (survey instruments and instructions can 
be obtained from the authors). Repeated follow-up solicita
tions by telephone, mail, and (to the extent possible) email 
encouraged participation. Several industry associations 
contacted by the authors also encouraged their members to 
respond. The authors were available via telephone and 
email during business hours to answer respondents' ques
tions. No material incentives were offered in exchange for 
participation, although logo pens were sent out as thank
you gifts to those who completed the survey. Institutional 
Review Board approval was obtained for these activities 
from the University of Illinois at Urbana-Champaign. 

Of the 183 agencies that were identified from state 
records as providing 24-hour staffed CILA services, 61 (or 
33.3%) responded, whereas the sample design and response 
rate generated information for 200 out of603 (or 33.2% of) 
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Table 2. Variable Definitions 

Variable Questionnaire Definition 

Training, workers' compensation, and residential vacancies 
State-reimbursed CILA operations 

training cost 

Nonreimbursed training CILA operations 
cost 

Share engaged in training CILA operations 

Workers' compensation CILA site 
cost 

Residential vacancies 

Turnover 
Turnover 

Job characteristics 
Union (CILA) 

Union 

Agency characteristics 
For-profit 

Private nonprofit 

Public nonprofit 

Size 
Average wage 

CILAsite 

Agency-wide 

CILA site 

Agency-wide 

Agency-wide 

Agency-wide 

Agency-wide 
CILAsite 

CILA =Community Integrated Living Arrangement. 

State reimbursements (in nominal dollars) for worker training expenses in the 
agency's CILA residential program divided by the total number of its CILA 
workers 

The agency's out-of-pocket cost (in nominal dollars) of worker training in its CILA 
residential program divided by its total number of CILA workers 

Number of the agency's CILA workers reported to be either providing or 
receiving training divided by the total number of its CILA workers 

The total amount (nominal dollars) the agency spent on workers' compensation 
for all direct service providers at a CILA site, divided by the total number of 
hours the agency's direct service providers worked at that site 

The total number of unoccupied bed-nights that an agency's CILA site between July 
I, 2003, and June 30,2004, divided by that CILA site's total allowed bed-nights 
capacity for the fiscal year 

Share of total agency workers on the job as of June 30, 2004, who were hired on 
or after July I, 2003' 

This variable is set equal to I if the CILA site has any unionized workers and 0 
otherwise 

Share of agency's CILA sites that are unionized; this variable is constructed by 
averaging CILA site-specific unionization information 

This variable is set equal to I if the agency is organized as a for-profit enterprise 
and 0 otherwise 

This variable is set equal to I if the agency is organized as a private nonprofit 
enterprise and 0 otherwise 

This variable is set equal to I if the agency is organized as a public nonprofit 
enterprise and 0 otherwise 

The agency's total number of employees as of June 30, 2004• 
The average hourly pretax wage (nominal dollars) for direct service providers at a 

CILA site• 

a. The natural logarithm of this variable is used in all regressions. 

CILA sites in the state. Because many agencies operated 
fewer than 5 CILAs, most provided complete information 
about their CILA sites under the random sampling design. 
Of responding agencies, 54% returned questionnaires for 
all of their CILAs, whereas 77% did so for at least one half. 
Based on the limited characteristics available for the popu
lation, the responding CILA sites appeared representative 
ofthe population. Of the responding sites, 56% were located 
in the densely populated Chicago metropolitan area, com
pared to 55.5% in the population. Of the responding sites, 
37% were located in Cook county (the core of the Chicago 
Metropolitan area), compared to 41% of agencies in the 
population. 

Variable Definitions 

Table 2 presents the names and definitions of the key 
variables used in the analysis, indicates the source 

questionnaire through which this information was collected 
(agency-wide survey, CILA operations survey, or CILA site 
survey), and provides notes on any further modifications 
for use in particular specifications. 

The dependent variables of primary interest were state
reimbursed training expenses for CILA workers, nonreim
bursed (i.e., employer-paid) training expenses for CILA 
workers (both amounts were expressed as expenditures per 
CILA worker), the share ofCILA workers engaged in train
ing activities, workers' compensation costs, and residential 
vacancies. The share of CILA workers giving or receiving 
training roughly indicated the personnel time devoted to 
training (both formal and informal or on the job). The work
ers' compensation cost, observed at the CILA site level, was 
expressed in dollars per direct service provider hour worked 
at the CILA. Residential vacancies were measured at the 
CILA site level as the share of nights any bed was unoccu
pied during July I, 2003 to June 30, 2004. 
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The key explanatory variable, worker turnover, was 
measured as the share of the agency's employees as of June 
30, 2004, hired during the preceding 12 months. Compo
nents of worker turnover (quits, fires, layoffs, and retire
ments) were unavailable, but discussions with agency 
officials revealed that new-worker quits were the over
whelming source of worker turnover. Firings were 
extremely rare because new workers usually decided within 
a few weeks whether the job was to their liking. Because 
the industry was stable (with a constant number of consum
ers and regulated staffing), layoffs were unlikely. 

Union,for-profit, private nonprofit, and public nonprofit 
were all constructed as binary variables, taking on only the 
values 1 (true) or 0 (false). In the workers' compensation 
specification, union indicated whether the CILA site had 
any unionized direct service provider workers. Because of 
the random sample design of the CILA site data collection, 
when averaged across CILAs for use in the training specifi
cations, the union variable was an unbiased estimate of the 
share of an agency's CILA sites that were unionized. 
Agency size was defined as the total number of employees 
on the last day of the state fiscal year. 

Specifications and Estimation Strategies 

In this section, we explain and present the empirical speci
fications for training costs, workers' compensation costs, 
and residential vacancies. The dependent variables are 
state-reimbursed training expenses for CILA workers, 
employer-paid (nonreimbursed) training expenses for CILA 
workers, the share of CILA workers engaged in training 
activities, workers' compensation cost for direct service 
providers per hour worked, and annual CILA-specific 
vacancy rates. The empirical specifications were developed 
in a two-step process. First, sample variables were selected 
as candidate explanators if economic theory supported a 
causal (as opposed to spurious) effect on the dependent 
variable. Second, because the sample was small, prelimi
nary estimation was carried out to determine which explan
ators had robustly significantly estimated effects. Candidate 
explanators meeting both of these criteria were included in 
the final specifications. 

Training. Estimation of the impact of worker turnover on 
training costs provides an answer to Research Question la. 
In theory, the effect of worker turnover on training is 
ambiguous. Higher worker turnover necessarily raises the 
amount of entry-level training an agency needs to provide, 
which is one of the particular costs of worker turnover that 
we sought to identify. However, the economics literature on 
human capital investment emphasizes employers' disincen
tives to invest in training short-term employees (particu
larly when that training might have benefitted other 
employers). Royalty (1996) found that workers with 
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demographic characteristics associated with higher turn
over risk received less formal training. 

Special features of the CILA market were expected to 
help identify a positive effect of worker turnover on entry
level training, if one existed. First, highly standardized 
norms and standards of care in the sector were promul
gated by accreditation requirements and civil suits over 
negligence, and the costs of failure in these areas fell 
directly on agencies. Second, the state fully reimbursed 
a level of training that it deemed adequate to tum inexpe
rienced, entry-level workers into direct service providers. 
Consequently, agencies faced strong incentives to provide 
entry-level training, even to prospectively short-term 
workers. 

In light of these considerations, the specific effects of 
worker turnover were expected to vary across the three 
training measures (Research Question lai). Worker turn
over was hypothesized to increase state-financed training of 
direct service providers because of incentives to provide 
basic training and, perhaps more importantly, because these 
training costs were not borne by agencies. Although human 
capital theory suggests that turnover's effect on nonreim
bursed training may well have been negative, agencies 
might still have had an incentive to train entry-level work
ers beyond state mandates if the state requirements were 
insufficient to equip entry" level workers properly. It is also 
possible that the share of workers engaged in training could 
have grown with worker turnover if agencies had substi
tuted less costly, informal, on-the-job training for formal 
training. However, if state-reimbursed training was suffi
cient to meet agencies' immediate needs, there may have 
been no effect of worker turnover on the share of workers 
engaged in training. In sum, although worker turnover's 
effect on training was theoretically ambiguous, any positive 
effect was most likely to have been detected in the case of 
state-reimbursed training. 

We specified training as a function of worker turnover, 
unionization, private nonprofit status, and agency size. 
Freeman (2005) counted training among the benefits of 
unionization to workers. Private nonprofit agencies were 
hypothesized to have valued both quality care for consum
ers and worker satisfaction more highly than for-profits, 
providing more training as a result. Note that public non
profit status was not included as a control because of a pau
city of such agencies with positive levels of the three 
training measures. Finally, since larger agencies could have 
spread fixed training costs over more workers, per-worker 
training costs were hypothesized to decline with the I).Um
ber of employees. 

Workers' compensation. The impact of turnover on 
workers' compensation costs was estimated to provide an 
answer to Research Question lb. In Illinois, workers' 
compensation payments were statutorily defined. The 
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employer paid medical bills and replaced two thirds ofthe 
lost wages of injured workers until they returned to work, 
assuming a temporary injury. Employers could have either 
purchased insurance against the risk of these costs or 
self-insured. 

The agency's workers' compensation costs for direct ser
vice providers were modeled as a function of worker tum
over, the average direct service provider wage at the CILA 
site, CILA site unionization status, agency nonprofit status, 
and agency size. A component of worker turnover was exits 
through work-related injuries. High worker turnover in gen
eral (i.e., whether caused by injury or not) was believed to 
increase work-related accidents and injuries for the remain
ing workers by increasing their work load (Institute for the 
Future of Aging Services, 2007; Seavey, 2004; Test et al., 
2003). Firms paying higher wages faced higher wage 
replacement costs because of the workers' compensation 
formula. Unionized workers were hypothesized to be 
more likely to recognize and claim work-related benefits 
(Freeman, 2005) because of better information, help with 
claims, and reduced fear of employer retaliation. If non
profits sought to foster longer-term relationships with 
workers, they would have been more likely to cooperate 
with employees who pursued claims. Agency size was 
hypothesized to have a positive effect on workers' compen
sation costs because large agencies were more likely to pro
vide a written employee handbook documenting worker 
and employer duties and obligations, reducing barriers to 
filing claims. Since small agencies enjoyed any risk
reducing benefits associated with scale by working through 
trade associations that pooled risk, large firms should 
not have enjoyed a cost advantage with regard to workers' 
compensation. 

Residential vacancies. The impact of worker turnover on 
residential vacancies was estimated to answer Research 
Question 1 c. If the CILA market performed well, in the 
sense that mobile consumers had complete and accurate 
information about the quality of residential sites, vacancy 
rates would have reflected residential service quality. In this 
case, perceptions oflower quality care at high-worker-tum
over agencies were hypothesized to generate consumer 
turnover, increasing residential vacancies. Such voting with 
the feet would have forced some of the turnover-generated 
welfare losses of consumers back onto providers (in the 
form of nonreimbursable vacancies), internalizing incen
tives to reduce worker turnover. For estimation, we speci
fied residential vacancies as a function of worker turnover 
and agency and CILA characteristics. 

However, in Illinois intermediary agencies were charged 
with assigning consumer-residents to CILA homes. The 
allocation mechanism within a local area was to mechani
cally work down the waiting lists of agencies with residential 
vacancies. This administrative policy likely short-circuited 
consumer choice. Thus, worker turnover was hypothesized 
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to have no effect on residential vacancies under this 
system. 

Estimation techniques. All specifications were estimated 
as Tobits, and all estimation was conducted with the Stata 
statistical package (StataCorp, 2007). Below, we report 
estimates from semilog specifications, where the explana
tory variables turnover, size, and average wage entered the 
regressions in logarithmic form (the findings were quite 
robust with respect to a variety of alternative linear, semi
log, and log-log specifications). Because workers' compen
sation costs were observed at the CILA site level, it was 
feasible to cluster regression errors within agency in this 
case. This error structure modeled unobserved, correlated 
shocks simultaneously affecting all of an agency's CILAs. 

Endogeneity, simultaneity, or omitted variable biases 
could have influenced the estimated effect of worker tum
over on training, workers' compensation, or residential 
vacancies, generating misleading estimates. We were con
cerned about the identification of the effect of worker tum
over on the training variables for several reasons, including 
the impact of suboptimal training on worker frustration, 
conflict with coworkers, injuries, and quits (Hall & Hall, 
2002; Institute for the Future of Aging Services, 2007). If 
increased training increased worker mobility, reverse cau
sality from training to turnover was also possible. Training 
levels could also have been correlated with unobserved 
turnover-reducing attributes of agencies, such as good man
agement practices. The extent and direction of these biases 
were unknown a priori and may well have differed across 
the three training measures. However, worker turnover's 
effect on nonreimbursed training, a discretionary cash 
expense for the agency, was likely vulnerable to bias from 
omitted agency characteristics. 

In the case of workers' compensation, poor management 
practices, poor worker-management relations, or both may 
have resulted in a bad workplace, independently causing 
more job-related injuries and more quits of disaffected 
workers. If so, the estimated negative effect of worker tum
over on workers' compensation could have been overstated 
absolutely. Estimates of residential vacancies might also 
have been vulnerable to similar biases. 

We employed an instrumental variables (IV) strategy to 
address these potential estimation problems. The instru
ment set consisted of consumer-resident characteristics and 
a binary variable indicating whether the agency offered 
mental health services. Consumer-resident characteristics 
(share nonambulatory, deaf or blind, dually diagnosed with 
a mental illness, and older than age 49) identified quits 
because of consumer-resident characteristics, which were 
proxies for the degree of required worker effort and/or 
injury risk. These characteristics should have been indepen
dent of poor labor-management relations or poor manage
ment practices and influenced training and workers' 
compensation only through their influence on worker 
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turnover. Provision of mental health services was strongly 
associated with a lower overall turnover rate but should not 
have affected training or workers' compensation costs for 
direct service providers at CILAs, who did not work in the 
mental health service area. N coefficient estimates were 
obtained through the two-stage least squares procedure. 

Evaluation of a Wage Subsidy Policy 
Research Question 2 was addressed by combining the empir
ical fmdings from the estimation of training, workers' com
pensation, and vacancy costs with findings from Powers and 
Powers (2010) on the wage sensitivity of worker turnover, 
estimated from the same sample employed in this study. 
Despite the lack of comprehensive cost information in these 
data, it was possible to investigate the relative magnitudes of 
the costs and benefits of reducing worker turnover to arrive at 
meaningful and specific statements about the desirability of 
such a policy. Powers and Powers estimated that, at the mean 
of the data, increasing armual compensation in a range of 
24% to 31% (representing an annual cost of from $4,820.34 
to $6,143.89 per full-time equivalent direct service provider) 
would have cut the worker turnover rate by one third. Four 
parties would have potentially benefitted from the turnover
reducing effects of such a wage increase-workers (who 
enjoyed an increase in compensation), consumers (through 
quality improvements), agencies (through productivity gains 
and cost reductions), and the state (through reductions in 
Medicaid-reimbursable turnover costs). The findings from 
the cost analysis in this work were used to place a lower 
bound on the potential cost savings to agencies and the gov
ernment from a one third reduction in DSP (direct service 
provider) turnover. Subtracting these cost savings from the 
total cost of the wage subsidy policy left a residual. This 
residual amount constituted an upper bound on the amount of 
cost savings from sources that could not be explicitly consid
ered given the limitations of our data. This residual is the 
amount that would need to accrue to consumers, providers, 
and government from unmeasured sources (e.g., value of 
diminished quality of care, hiring costs, productivity losses) 
to justify a wage subsidy scheme sufficiently generous to 
have induced a one third drop in worker turnover. 

Results 
Descriptive Statistics 

Table 3 presents descriptive statistics for the agency-level 
sample used for the training analysis (column 1) and the 
CILA site level sample used for the workers' compensation 
and residential vacancy analyses (column 2). 

The first column of Table 3 indicates that, on average, 
26.7% of workers employed on June 30, 2004, had been 
with the agency for less than a year. This agency-level 
worker turnover rate understates the specific rate for CILA 
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Table 3. Descriptive Statistics 

CILA site-level 
Agency-level sample" sampleb 

Variable M SD M SD 

Dependent variables 
State-reimbursed 169.681 232.466 NA 

training cost ($) 
Non reimbursed 124.131 281.193 NA 
training cost ($) 

Share in training 0.493 0.425 NA 
Workers' NA 0.199 0.145 

compensation 
cost($) 

Residential NA 0.047 0.071 
vacancies 

Turnover 
Turnover 0.267 0.126 0.270 0.118 
Natural log of -1.439 0.524 -1.415 0.488 
turnover 

job characteristics 
Union 0.180 0.363 0.240 0.428 
Average wage ($) NA 10.051 1.681 
Natural log of NA 2.294 0.167 
average wage 

Agency characteristics 
For-profit 0.180 0.388 0.105 0.307 
Private nonprofit 0.705 0.460 0.800 0.401 
Public nonprofit 0.115 0.321 0.095 0.294 
Size 198.499 164.510 242.817 168.957 
Log of size 4.836 1.121 5.182 0.925 
Number of 61 200 
observations 

CILA =Community Integrated Living Arrangement. 
a. Sample for analysis of training costs. 
b. Sample for analysis of workers' compensation costs. 

direct service providers because more skilled workers with 
longer tenure depressed the overall rate and because the 
measure does not account for the same position turning over 
multiple times in a year. The worker turnover rate computed 
for the CILA site level sample (the agency-wide turnover 
rate weighted by the share of CILA sites each agency con
tributed to the sample; see column 2) is quite similar. 

Agencies in our sample financed little general training of 
direct service providers. Of the 200 CILA sites, only 30 
(15%) offered direct service providers an educational 
allowance, and half of those that did spent less than $22 
annually per full-time equivalent worker in the direct ser
vice provider position (figures not reported in a table). 
Agencies more often provided position-specific training. Of 
the 61 agencies participating in the survey, 44 provided some 
informal training, 39 provided some employer-paid nonreim
bursed training, and 34 provided state-reimbursed training 
(figures not reported in a table). As reported in Table 3, on 
average agencies spent more on state-reimbursable than 
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Table 4. Tobit Estimates of Nonreimbursed and State-Reimbursed Training Costs and Share of Workers Engaged in Training Activities 

Variables Non reimbursed State reimbursed Share of workers 

Log of turnover 99.853 (98.628) 159.888* (97.716) 0.221* (0.137) 
job characteristics 

Union 124.305 (I 52.509) 327.158*** (140.979) 0.016 (0.214) 
Agency characteristics 

Private nonprofit 401.721- (I 56.045) 263.058** ( 143.5 13) 0.402*** (0.194) 
Log of size -209.511- (65.789) -23.541 (60.743) -0.176*** (0.084) 

Number of observations 61 61 61 
Number of left-censored observations 22 27 17 
X2(4) 12.57 13.17 7.85 

p value 0.013 0.010 0.097 

Standard errors are in parentheses. All estimates and test statistics are sample size adjusted. 
*p < .I 0, one-tailed. **p < .05, one-tailed. ***p < .025, one-tailed. ****p < .0 I, one-tailed. · 

nonreimbursable training (about $170 per CILA worker vs. 
$124 per CILA worker, respectively). About 49% of agen
cies' CILA workers were engaged in training (either giving 
or receiving). The mean cost of workers' compensation for 
the direct service providers over all sites was just less than 
$0.20 per direct service provider worker hour. For most 
agencies, this cost was based on insurance premiums; a 
minority of agencies self-insured, in which case the cost 
reflected actual payouts (12.5% of the sites, apparently 
among the self-insured, reported zero workers' compensa
tion costs for the year). 

Direct service providers accounted for 83% of all staff 
hours at the sampled CILAs (statistic not reported in Table 
1 ). A direct service provider at the average CILA site was 
paid a nominal hourly wage of $10.05. Of the CILA sites, 
24% were unionized, whereas the average CILA unioniza
tion rate for agencies was 18%. The difference in the two 
unionization statistics indicates that agencies operating fewer 
CILAs were less likely to have unionized CILA workers. 

Agencies operating fewer CILAs were less likely to be 
organized as a for-profit enterprise. A total of 43 agencies 
(70.5% of agencies) representing 160 sites (80% of sites) 
were private nonprofit, whereas 18% of agencies (10.5% of 
sites) were for-profit and 11.5% of agencies (9 .5% of sites) 
were county run (i.e., public nonprofit). The average agency 
in the study had a workforce nearly 200 strong. Most of the 
61 agencies in the study provided multiple service types: 
75.4% provided nonresidential developmental disability 
services (typically CILA service complementary day pro
grams), and 31.1% provided mental health services (figures 
not reported in a_table ). 

Regression Findings · 
Tables 4 and 5 present the results from the estimation of 
training and workers' compensation costs as a function of 
worker turnover and other factors. These findings provided 

Table 5. Tobit Estimates ofWorkers' Compensation Costs 

Treatment of errors 

Variable Not clustered Clustered 

Log of turnover o.o58- (0.022) 0.058* (0.039) 
· job characteristics 

Log of average wage 0.087* (0.066) 0.087 (0.102) 
Union 0.097- (0.027) 0.097*** (0.043) 

Agency characteristics 
Private nonprofit 0.006 (0.044) 0.006 (0.129) 
Public nonprofit 0.063 (0.054) 0.063 (0.133) 
Log of size 0.060- (0.0 I 5) 0.060** (0.034) 

Number of 200 200 
observations 

Number of left- 25 25 
censored 
observations 

X2(6) 70.46 
p value 0.000 

F(6, 194) 4.30 
p value 0.000 

Standard errors are in parentheses. All estimates and test statistics are 
sample size adjusted. 
*p < .I 0, one-tailed. **p < .05, one-tailed. ***p < .025, one-tailed. 
****p < .0 I, one-tailed. 

answers to Research Question 1 ("What were the conse
quences of high worker turnover for long-term care costs?") 
and its subsidiary questions. 

Training estimates. Table 4 presents Tobit estimates for 
nonreimbursed training expenses, state-reimbursed training 
expenses, and the share of CILA workers engaged in train
ing. The Tobit estimates for nonreimbursed training reported 
in column 1 indicate that private nonprofit agencies pro
vided significantly more nonreimbursed training, whereas 
larger agencies provided significantly less training per 
worker. On average, private nonprofits provided an 
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additional $402 of nonreimbursed training per CILA worker 
per year, whereas a 10% increase in the number of employ
ees reduced these training costs by around $20 per worker 
per year. Neither the level of worker turnover nor union 
status had a significant influence on this training expense 
category. 

In contrast to the findings for nonreimbursed training 
expenses (column 1 ), higher turnover agencies collected 
significantly more state reimbursements for training 
expenses (column 2). A 10% increase in worker turnover 
implied an additional $16 per CILA worker in annual reim
bursements. The regression findings clearly indicate sys
tematic variation in agencies' provision of reimbursable 
training. Perhaps the state did not enforce a requirement 
that agencies train new employees up to the maximum 
reimbursable level (in which case only the turnover variable 
would have been a significant predictor). Alternatively, the 
extent to which new workers were first-time workers (i.e., 
not certified as direct service providers) or reentering direct 
service providers may have varied systematically with 
agency characteristics. In contrast to nonreimbursed train
ing expenses, unionization was associated with much larger 
reimbursed training costs (an additional $327 per CILA 
worker per year if all an agency's sites were unionized). 
Private nonprofit agencies provided more of both nonreim
bursed and state-reimbursed training (an additional $263 of 
reimbursed training per CILA worker per year). In contrast 
to its effect on nonreimbursed training, agency size did not 
have a statistically significant impact on state-reimbursed 
training expenses. The results in column 1 are consistent 
with the existence of economies of scale in training, whereas 
the findings in column 2 suggest that since the state reim
bursed agencies on a flat per-worker basis, agencies had no 
incentive to economize on training. 

Column 3 presents Tobit estimates ofthe share ofCILA 
employees involved in training. Consistent with the training 
expenditure findings, private nonprofit agencies engaged 
the most employees in training (40 percentage points more). 
Large agencies involved significantly fewer CILA workers in 
training (a 1 0% increase in the number of workers decreased 
the share trained by 1. 7 percentage points), a finding consis
tent with either increased specialization at large agencies or 
fewer training opportunities being offered. A 1 0% increase in 
worker turnover increased the share of workers engaged in 
training by 2.2 percentage points. Unionization had no effect 
on the share of CILA workers in training. 

These estimation findings provide answers to the 
Research Questions 1a and 1ai. State-reimbursed training 
costs and the share of employees engaged in training were 
increased by worker turnover, and there were differential 
effects of turnover on state-reimbursed and nonreimbursed 
training costs. 

Workers' compensation cost estimates. Table 5 presents 
Tobit coefficients for the workers' compensation cost 
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specification, estimated at the individual CILA site level. 
Column 1 presents the basic estimates whereas column 2 
repeats the coefficient estimates but clusters standard errors 
on agency. Worker turnover increased workers' compensa
tion costs. A 50% reduction in worker turnover reduced 
workers' compensation costs by 3 cents per worker hour, or 
15%. Higher wages increased workers' compensation costs, 
consistent with the legislated formula for calculating work
ers' compensation benefits. Unionization of all of an agen
cy's CILA sites increased workers' compensation costs by 
9. 7 cents per worker hour (or 49% ). Nonprofit status had no 
effect. Finally, a 10% increase in the workforce increased 
workers' compensation costs by 0.6 cents per worker hour 
(or 3%). 

Residential vacancy estimates. Consistent with the institu
tional environment, when estimated as a function of worker 
turnover and other controls, site-level residential vacancy 
rates did not have a statistically significant relationship 
with worker turnover or any other promising explanatory 
variables. This was true for an extensive set of specifica
tions and functional forms. Residential vacancies appeared 
to be randomly distributed with respect to CILA and agency 
characteristics, consistent with an administrative policy that 
short-circuits consumer choice. 

IV specifications. In every case, Wald tests for the consis
tency of the single-equation (uninstrumented) coefficient 
estimates failed to reject the null hypothesis that worker 
turnover was not endogenous at all reasonable levels of 
confidence. This was true for the three training measures as 
well as for workers' compensation and residential vacan
cies. The IV estimates were quantitatively and qualitatively 
similar to the single-equation findings reported above. 
Because we failed to find compelling evidence that worker 
turnover is an endogenous variable, the IV findings were 
not given further consideration. 

Discussion 
The collection of original, highly detailed data on the oper
ations of agencies providing residential services to individ
uals with developmental disabilities afforded the 
opportunity to answer several important and little-studied 
questions about the impact of worker turnover in the long
term care sector. The impacts of worker turnover on train
ing costs, workers' compensation costs, and residential 
vacancies were estimated using Tobit specifications. Statis
tical tests failed to reject the hypothesis that worker tum
over was not endogenous with respect to the dependent 
variables. The regression findings were then combined with 
estimates of the sensitivity of worker turnover rates with 
respect to wages for the same sample from Powers and 
Powers (2010) to conduct a cost-benefit analysis of imple
menting a hypothetical wage subsidy policy that would 
have reduced worker turnover at these agencies by one third 
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(discussed in detail below). The remainder of the article dis
cusses the findings, their interpretation, and implications 
for both policy and practice in the context of the research 
questions (refer to Table 1 for an overview of the research 
questions and findings). 

Research Question I ("What Were the 
Consequences of High Worker Turnover for 
Long-Term Care Costs?'') 

Higher worker turnover was estimated to increase state
reimbursed training costs and workers' compensation costs, 
although residential vacancies and nonreimbursed training 
expenses were not affected by worker turnover. Our find
ings indicate that worker turnover increased agencies' costs 
in the long-term care sector. 

Agencies could have manipulated job characteristics 
(chiefly compensation) to affect voluntary worker turnover. 
A prudent agency would balance its associated costs and ben
efits of reducing worker turnover-higher productivity and 
reductions in hiring costs, training and workers' compensa
tion costs, and residential vacancies-against increased com
pensation costs. Agencies in our sample, like other long-term 
care providers, were observed tolerating fairly high worker 
turnover rates. Consistent with this, the estimated effects of 
worker turnover on agencies' costs, where significant, were 
small in magnitude. Our findings provide support for 
Seavey's (2004) statement that "providers may not find it 
cost-effective to make the investments needed to reduce turn
over" (p. 5), suggesting a role for public policy to correct 
negative externalities. 

Research Question I a ("Did higher worker turnover cause 
an increase in training costs?''). We estimated the impact of 
worker turnover on three types of training costs, state reim
bursed, nonreimbursed, and share of employees engaged. 
State-reimbursed training costs and the share of employees 
engaged were positively affected by worker turnover, 
although nonreimbursed (out-of-pocket) training was not, 
answering Research Question lai ("Were there differential 
effects of higher worker turnover on state-reimbursed and 
nonreimbursed training costs?"). The availability of several 
training measures allowed us to examine the allocation of 
costs generated by frontline worker turnover between agen
cies and state government. The findings indicate that agen
cies successfully shifted one of the obvious costs of worker 
turnover (training of new employees) to the state, exacer
bating the problem that agencies did not internalize worker 
turnover costs. In fact, by allowing entry-level training 
costs to be shifted to Medicaid, government policy in effect 
subsidizes worker turnover itself. The findings confirm 
Seavey's (2004) speculation that when worker turnover 
costs at the "payer'' level are not integrated into providers' 
cost structures, cost shifting is a likely result. 
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However, although the state of Illinois has a policy of 
subsidizing entry-level training that implicitly encourages 
worker turnover, we would not advocate its elimination. A 
GED or high school degree was required for the direct ser
vice provider position, with no requirement of formal train
ing in human services. Agencies were reimbursed for 40 
hours of classroom training and 80 hours of on-the-job 
training per new worker (Illinois Department of Human 
Services, 2002). (Although the state also recommended 3 
days of training annually for every direct service provider, 
it provided no funds for this activity.) Agencies would 
likely have undertrained workers in an unsubsidized system 
because they could not have internalized the benefits to 
training that are captured by other employers when workers 
are mobile. Since the direct service provider position is 
relatively low paid, it is doubtful that formal training costs 
could have been readily passed back to workers. The risk 
undertrained workers pose to consumers likely outweighs 
the concern of encouraging worker turnover by subsidizing 
training. 

Research Question I b ("Did higher worker turnover cause 
an increase in workers' compensation costs?''). Workers' com
pensation costs for direct service providers at CILAs were 
estimated to rise with the agency's worker turnover rate. A 
major focus of the past literature on workers' compensation 
has been on the indirect costs to employers because of the 
design of the system, including lost productivity because of 
the disincentives to return to work caused by income 
replacement (Krueger & Meyer, 2002) and supernormal 
health care costs when workers' compensation policy devi
ates from standard employer-provided health insurance 
practices (Neumark, Barth, & Victor, 2007). In contrast, we 
identified worker turnover (among several other factors) as 
an influential factor affecting direct costs of the workers' 
compensation system to employers. 

Although there was an. impact of worker turnover on 
agencies' workers' compensation costs, which might have 
discouraged worker turnover, the estimated magnitude was 
modest. 

Research Question I c ("Did higher worker turnover cause an 
increase in residential vacancies?''). A potential consequence of 
worker turnover along the quality-of-care dimension is 
increased residential vacancies at CILA sites. There was no 
evidence of a significant relationship between worker turn
over and residential vacancies at CILAs in the data. This is 
presumably because of the essentially random method by 
which the state allocated consumers to CILA openings. Illi
nois does not have a consumer-directed service system. If 
such a system were adopted, consumers would be free to 
move between providers of their choice. In that case, the 
cost of residential vacancies might spur competition 
between providers along the quality dimension, including 
providing superior quality service through reduced staff 
turnover. 
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Research Question 2 ('Would a Wage-Subsidy Policy 
to Reduce Worker Turnover Have Been 
Cost-Effeaive?") 

The regression findings presented above were analyzed 
to answer Research Question 2. In other published work 
(Powers & Powers, 201 0) we estimated that, at the mean of 
the data, increasing annual compensation in a range of24% 
to 31% (an annual cost of from $4,820.34 to $6,143.89 per 
full-time equivalent direct service provider) would have cut 
the turnover rate by one third. Four parties would poten
tially have benefitted from the turnover-reducing effects of 
such a wage increase-workers (through increased com
pensation), consumers (through improvements in the qual
ity of care), agencies (through productivity gains and 
nonreimbursable cost reductions), and the state (through 
reductions in state-reimbursable costs). For agencies, the 
largest cost saving from reduced worker turnover that we 
were able to measure in the data was reduced workers' 
compensation costs. This saving would have been quite 
modest (only $38.28 per full-time equivalent direct service 
provider annually; this figure was computed using the esti
mated effect of worker turnover on workers' compensation 
costs for direct service providers of 0.058). We estimated 
that the state would have saved $52.76 in reimbursable 
training expenses per direct service provider worker per 
year. (This figure was computed using the estimated effect 
of worker turnover on state-reimbursed training expenses 
of$159.89.) 

With this information in hand, we did not need to know 
the exact cost impacts of worker turnover on agencies from 
unanalyzed sources (including recruiting and hiring costs 
and productivity losses) or its impact on consumer welfare 
through diminished quality to make a bounded assessment 
of the reasonableness of a wage subsidy policy. An increase 
in total compensation sufficient to cut worker turnover 
by one third would have been socially justified if the per
resident valuation of reduced turnover plus the per-resident 
unmeasured cost savings to the agency had exceeded 
$4,042.13 to $5,173.38 per year. (These figures were com
puted as ($4,820.34-$38.28-$52.76)/ 1.17 and($6,143.89 
- $38.28- $52.76) I 1.17, where 1.17 was the average site
level ratio of CILA residents to full-time equivalent direct 
service provider workers.) Ignoring other benefits tp stake
holders, the consumer valuation of increased service quality 
that would have alone justified a wage subsidy policy to 
reduce worker turnover by one third was therefore bounded 
at from 9% to 12% of the annual state payment to agencies 
for CILA resident services (i.e., the state's declared cost of 
providing food, shelter, and supervision). Our view is that a 
consumer valuation of9% to 12% of state-asserted "actual" 
costs is a reasonably modest threshold to cross for a sub
stantial wage subsidy policy. 

journal of Disability Policy Studies 2 I (4) 

These calculations ignored the significant estimated 
reduction in the share of workers engaged in training. 
Assumptions about the pure productivity loss from training 
time yielded alternative estimates that are lower, but not by 
much. As the assumed productivity loss ranged from 2 to I 0 
hours per week per worker engaged in training, the hurdle 
fell to as low as $3,683.62 to $3,961.42 per consumer-resi
dent-year, or 8% to 9% of the state's reimbursement level. 

In an earlier article, Leonard (1987) concluded that 200 
high-technology plants from a single state had an economi
cally justifiable level of turnover. His conclusion stemmed 
from a finding of a very small . estimated compensation 
effect on worker turnover, which necessitated large, expen
sive wage increases to induce noticeable worker turnover 
declines. In contrast, the findings from Powers and Powers 
(20 1 0) indicated that worker turnover is reasonably sensi
tive to compensation in this low-wage sector. Although the 
direct estimates of cost savings presented in this article are 
quite small, the cost of reducing worker turnover is rela
tively modest in comparison to the state's per diem CILA 
reimbursement rate. 

Efforts to raise direct care workers' compensation are in 
the spirit of the "living wage" movement (e.g., Adams /¥, 
Neumark, 2005), targeting government contractors employ
ing low-wage workers to enhance worker welfare. Our con
clusion is that there is a compelling case for government 
policies that subsidize frontline worker wages for the pur
pose of reducing worker turnover, even without consider
ation of worker welfare. Considering this goal only 
strengthens the rationale for this policy. 

A federal Medicaid wage pass-through policy applied to 
the developmental disability service sector is a promising 
policy for reducing worker turnover. This option permits 
enhanced Medicaid reimbursements to agencies if the 
increase is dedicated to direct service provider compensa
tion (see U.S. Department of Health and Human Services & 
Institute for the Future of Aging Services, 2002, for discus
sion). Other policy options are reforms to the consumer
resident assignment system or full implementation of a 
consumer-choice-driven services system. Enhancing con
sumer choice by either method would spur agencies to com
pete on quality and create internal incentives to reduce 
worker turnover. 

Effects of Explanators Other Than Worker Turnover 

Other findings of interest were the consistent effects of 
direct service provider unionization and agencies' nonprofit 
status on work conditions. Unionization was associated 
with increased state-reimbursed training and workers' com
pensation costs. These findings were consistent with unions 
playing important information-provision and policing roles, 
ensuring that workers are aware of and collecting the 
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benefits to which they are entitled (Freeman, 2005). In the 
case of workers' compensation in Illinois, the claiming pro
cess was especially complex when employers were uncoop
erative. Union workers may also have been less fearful of 
employer retaliation. These findings were consistent with 
other evidence that union membership increases workers' 
compensation claims (Hirsch, Macpherson, & Dumond, 
1997; Lakdawalla, Reville, & Seabury, 2007). 

Private nonprofit agencies provided more training, 
including nonreimbursed training, to frontline workers and 
involved a greater share of their frontline workers in train
ing than for-profits, consistent with the notion that non
profit agencies weigh both worker and consumer welfare 
more heavily in their decision making than for-profit agen
cies. Finally, significant effects of agency size provided evi
dence of economies of scale in nonreimbursed training 
costs and of increased workers' compensation costs, per
haps because of more formal personnel policies and proce
dures at larger agencies. 

Study Umitations 

As noted, the data did not provide a comprehensive descrip
tion of all the potential costs of turnover to important stake
holders. On the provider side, productivity, recruiting, and 
hiring costs were not available. These are potentially impor
tantly affected by worker turnover and are worthy of indi
vidual study. On the consumer side, there was no variable in 
the data set that could serve as a gauge of consumers' valu
ation of quality, given that the only candidate (residential 
vacancies) appeared to be driven by institutional factors, 
not individual preferences. 

A potentially important limitation of the data is that the 
worker turnover measure reflected agency-wide turnover. If 
direct service provider worker turnover were not a substan
tial driver of agency-wide worker turnover, mismeasure
ment could bias the findings. In particular, if this 
measurement error were randomly distributed, the esti
mated effects of turnover on the dependent variables would 
be attenuated. Several pieces of evidence supported the 
assumption that the agency-wide measure was a good proxy 
for CILA direct service provider turnover, suggesting that 
the coefficient estimates were likely unbiased. Strong and 
consistent evidence confirmed that worker turnover at the 
agencies we studied was largely driven by frontline CILA 
worker staffing issues. 

First, CILA-operating agencies experienced signifi
cantly more worker turnover than those without CILA oper
ations. Average worker turnover was 50% higher at agencies 
with CILA operations. Thus, CILA-operations-related 
worker turnover contributed substantially to total turnover 
of all workers at agencies. Furthermore, the large majority 
(83%) of hours worked at CILA operations were contrib
uted by the direct service provider position. In sum, direct 
service providers were the dominant CILA staff position, 
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and CILA-related turnover contributed substantially to total 
turnover of all workers at an agency. 

Second, in other specifications not reported here, pro
gram area specific variables from other service areas 
(mental health and developmental disability nonresiden
tial programs) were never significant predictors of the 
turnover variable. This was true regardless of whether the 
estimation was conducted separately by service sector or 
whether information was pooled across all program areas 
to create program area weighted average explanatory vari
ables. In contrast, in other published work with these data 
(Powers & Powers, 201 0), we demonstrated that explana
tors such as working conditions and compensation spe
cific to the CILA direct service provider position were 
significant predictors of worker turnover and explained 
one third or more of the total variation in measured worker 
turnover. These findings indicated that the turnover mea
sure was largely driven by attributes of the CILA direct 
service provider position only. Nevertheless, it would 
have been preferable to have obtained measures of direct 
service provider worker turnover at the agency and group 
home levels of observation. 

Need for Further Research 

Future work to understand direct care worker turnover, its 
role in the so-called long-term care crisis, and the implica
tions for an aging society with escalating demand for long
term care services would be well served by the availability 
of position-specific data at the establishment level, coupled 
with firm cost data, for other types of establishments in the 
long-term care sector. Evaluations of the exact welfare 
costs to consumers, likely the major social cost of worker 
turnover, would also provide important independent evi
dence to gauge the desired scale of public policies to address 
the worker turnover challenge. Although this study places 
bounds on this valuation that would justify public interven
tion, direct evidence on this topic is an important goal of 
future research efforts. 
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IN THE UNITED STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT OF ILLINOIS 

EASTERN DIVISION 

Stanley Ligas, et al., 
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v. 
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Case No. 05 C 4331 

Judge Sharon Johnson Coleman 

DECLARATION OF KATHY CARMODY IN SUPPORT OF THE MOTION OF 
PLAINTIFFS AND INTERVENORS TO REQUIRE COMPLIANCE WITH THE 

CONSENT DECREE 

I, Kathy Carmody, declare as follows: 

1. I am the Chief Executive Officer of the Institute on Public Policy for People with 

Disabilities (the "Institute") and I have held this position since March 2015. I have personal 

knowledge of the facts stated herein and, if called to testify, I would competently do so. I submit 

this Declaration in support of the Motion of Plaintiffs and Intervenors to Require Compliance 

with the Consent Decree. 

2. The Institute, formed over 25 years ago, is headquartered in Chicago, Illinois. It 

includes organizations from across Illinois that provide residential and vocational services to 

people with intellectual and developmental disabilities. The Institute and its members are 

committed to creating a more responsive, inclusive and person-centered service delivery system 

for people with intellectual and developmental disabilities and their families. The Institute 

provides information, training and resources to its members to help them maximize efficiency, 

effectiveness and engagement with the people they serve. 

104558452_6 
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3. I have spent my entire 30 year career in various professional positions involving 

the delivery of services to individuals with intellectual and developmental disabilities. Prior to 

joining the Institute, I spent 22 years at Ray Graham Association for People with Disabilities in 

suburban Chicago. Ray Graham Association provides services to over 2,000 individuals with 

disabilities. I served as the Chief of Staff responsible for directly supervising executive level 

personnel responsible for programing, operations, regulatory compliance, quality enhancement 

and budgeting. 

4. I received a Masters Degree in Social Work from the University of Chicago in 

1987 and a Bachelors Degree in Social Work from Eastern Michigan University in 1985. My 

complete resume is attached to this Declaration as Exhibit 1. I was also employed at Washtenaw 
i 

County ARC in Michigan from January 1984 through September 1985 where I served as a direct 

support worker in a residential setting, supporting eight adults with intellectual and 

developmental disabilities. 

The Resources Illinois Devotes to Individuals with Intellectual and Developmental 
Disabilities As Compared to Other States 

5. As part of my responsibilities as the Chief Executive Officer of the Institute, I 

closely track the resources Illinois devotes to individuals with intellectual and developmental 

disabilities and how those resources compare to those provided by other states. 

6. In Illinois, almost 5,000 individuals currently reside in private intermediate care 

facilities for the developmentally disabled ("ICF/DDs") and over 11,000 individuals reside in 

community integrated living arrangements ("CILAs"). Illinois continually ranks among the 

lowest of all 50 states in the resources it provides to this most needy population. See 2015 State 

of the States in Intellectual and Developmental Disabilities, 1Oth Ed., University of Colorado 

(hereafter the "State of the States Report"), http://www.stateofthestates.org. 
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7. The rates Illinois pays to providers ofCILA services are only 69.8% of the 

national average. The rates Illinois pays to providers ofiCF/DD services are even worse, only 

48% of the national average. See 2012 Residential Services with Person with Intellectual or 

Developmental Disabilities: Status and Trends Through Fiscal Year 2011, University of 

Minnesota. While this study is now five years old, Illinois's standing among the states is 

undoubtedly even lower today because Illinois has not increased its rates to CILA or ICF/DD 

providers since March 2008. 

8. The graph below compares Illinois' 2015 per capita spending on home and 

community based services ("HCBS") (which includes CILA services) to that of the other Great 

Lakes states. 

Prepared from data available at http://www.stateofthestates.org 

As this graph shows, per capita spending of $49 is far below every other neighboring state and is 

only 34% ofthe average per capita spending of all other Great Lakes states. 

9. Illinois' spending for residents ofiCF/DDs is similarly low relative to its 

neighboring states. The graph below compares Illinois' 2013 spending per ICF/DD resident to 

that of the other Great Lakes states. 
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Prepared from data available at http://www.stateofthestates.org 

As the graph shows, Illinois's per resident spending is over $22,000 per year lower than any of 

its neighbor states and Illinois' per resident spending is only 55.5% of the average per resident 

spending of all the other Great Lakes states. 

10. The models that the State of Illinois uses to determine the amounts its pays to 

CILAs and ICF/DDs are antiquated and have not been adjusted in years. As just one example, 

Illinois' CILA rate model assumes an hourly wage for a registered nurse of $19.93. CILA 

Individual Rate Determination Model User Guide, 2002, Illinois Department of Human Services. 

(Found at http://www.dhs.state.il.us/page.aspx?item=16043) However, according to the 

statistics gathered by the Department of Labor, the average hourly wage for a registered nurse in 

Illinois is $33.54, or 68% higher than Illinois' CILA rate model. United States Department of 

Labor, Bureau of Labor Statistics, Occupational Employment and Wage Estimates, Illinois, May 

2015, found at http://www.bls.gov/oes/current/oes_il.htm#29-0000. 

4 

Case: 1:05-cv-04331 Document #: 665-2 Filed: 04/07/17 Page 4 of 16 PageID #:12489



11. The State of the States Report also calculates what it refers to as each state's 

"fiscal effort" in funding services for individuals with intellectual and developmental disabilities. 

This measure determines each state's spending on services for individuals with intellectual and 

developmental disabilities per $1,000 in that state's personal income. This creates a common 

standard by which states' expenditures can be compared. The chart below compares Illinois' 

fiscal effort to that of its neighboring states and to the United States as a whole. 

Prepared from data available at http:/ /www.stateofthestates.org 

The above chart shows total 1/DD spending including state institutions, which consume a 

disproportionate amount of Illinois' I/DD spending. Even so, Illinois is 38.6% below the fiscal 

effort of the United States as a whole and 26.6% below the next lowest spending Midwestern 

state (Michigan). The chart on page 3 above excludes state institutions and shows that Illinois' 

per capita spending on home and community settings is 34% of the Great Lakes States average 

and 50%% below the next lowest spending Midwestern state (Michigan). 
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Low Wages and High Turnover of Direct Support Professionals 

12. Direct Support Professionals ("DSPs") are employees ofiCF/DDs and CILAs 

who provide the direct care required by the individuals living in those settings. As I indicated in 

Paragraph 4 above, I spent almost two years early in my career as a DSP. Also, in my 22 years 

as an executive of Ray Graham Association I worked closely with hundreds of DSPs working in 

both ICF/DDs and CILAs. As a result, I am very familiar with the critical work the DSPs 

perform for individuals with intellectual and developmental disabilities. I have also observed 

first hand the impact that high turnover of DSPs has on these individuals. 

13. DSPs provide the hands-on care and assistance required by individuals with 

intellectual and developmental disabilities. DSPs are involved in the most intimate and 

important aspects of an individual's daily life. Many individuals with intellectual and 

developmental disabilities are unable to clothe, bathe, toilet, or feed themselves. DSPs must help 

with all of these activities. 

14. The direct support position demands extensive training, maturity, patience, 

compassion, and judgment - the very qualities any of us would want in a person that we or a 

loved one depended on to keep us healthy and safe. He or she must have the patience and 

perseverance to understand and adjust to individual needs and preferences. Many individuals 

with developmental disabilities are unable to verbally communicate their needs and preferences. 

Despite the communication challenges, it is critical that a DSP know the particular needs and 

preferences of each individual the DSP cares for. Improper lifting or moving an individual with 

a physical disability can cause serious harm and discomfort. In addition, performing these 

intimate tasks contrary to the individual's preferences can cause the individual to suffer extreme 

anxiety and stress. The responsibilities of a DSP are extremely demanding and stressful. 
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15. The most recent industry survey shows that the average starting pay for a DSP in 

Illinois is $9.35 an hour, barely above the federal minimum wage. ICF/DD and CILA providers 

cannot afford to pay a higher wage to their DSPs because Illinois has frozen the amount it pays 

the providers since March 2008. A person can get paid more working the counter at a 

McDonalds or working at Walmart, jobs that are far less stressful and require fewer skills than a 

DSP. As a result, providers are having great difficulty recruiting and retaining competent 

individuals for their DSP positions. For example, in the Will County area, Amazon has 

expanded their warehouse operations over the past year, bringing in more than 2,000 entry level 

jobs at a starting wage of$13.00/hour. Providers in this area have been tremendously impacted 

by this development, with record levels of DSP openings being reported by multiple providers. 

16. It takes several months for a DSP to learn and understand the needs and desires of 

the individuals he or she is caring for. This is particularly the case for many individuals who are 

non-verbal, or insufficiently verbal to communicate clearly their feelings and preferences. 

17. Because of the intimate nature of the care provided by a DSP, the DSP and the 

individuals he or she cares for often form a very close bond. Their relationship can be very 

much like that of family members. In addition, for most individuals with intellectual and 

developmental disabilities, routine is very important and change is extremely difficult. As a 

result, high DSP turnover has a significant detrimental impact on individuals with intellectual 

and developmental disabilities. 

18. From my years as a DSP and as an executive of Ray Graham Association, I have 

observed first hand the impact ofDSP turnover on individuals with intellectual and 

developmental disabilities. A change in DSPs is likely to cause significant anxiety on the part of 

the individual. Often, the individual feels like he or she has lost a family member and needs to 
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get used to somebody new, some one who is a complete stranger. Because these individuals 

often cannot adequately communicate verbally, their stress and anxiety is frequently expressed in 

other ways. Often, the individuals turn to self-injurious behaviors, biting, hitting or scratching 

themselves. They also can become physically violent toward others, either staff or other 

residents. Sometimes it becomes necessary to use medication (with the consent of the individual 

or guardian) to control these behaviors. In addition, inexperienced and insufficient staff make it 

more difficult for the individuals to get out of their homes and go on community outings. 

Reduced outings and confinement to their homes for long stretches is very detrimental to the 

individuals. Their socialization skills decrease and their frustration and stress increases causing 

maladaptive behaviors as described above. 

19. In the fall of2015, the Institute conducted a survey ofiCF/DD and CILA 

providers in Illinois regarding the vacancy and turnover rates for DSPs. Thirty-five providers 

from across the state responded. These providers collectively provide residential services to over 

3,600 individuals with developmental disabilities, 2,880 residing in CILAs and 784 residing in 

ICF/DDs. The providers employ over 4,000 DSPs at an average starting wage of$9.87. The 

average DSP turnover rate for these providers was 30.3%. In other words, almost one-third of 

their DSPs leave every year. Unfilled DSP positions averaged 13.7%, indicating that providers 

are having great difficulty attracting new DSPs to replace those that are leaving. 

20. The vast majority of the providers responding to the survey indicated that the high 

turnover of DSPs and the difficulty attracting replacements leaves them unable to provide 

optimal staff coverage, unable to expand services, unable to develop small residential settings, 

and unable to accept individuals with more intensive needs. A complete copy of the Institute's 

report is attached as Exhibit 2. 
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21. In January 2016, the Institute and the Illinois Association of Rehabilitation 

Facilities (IARF) conducted another survey of Illinois ICF/DD and CILA providers regarding 

their staffing situation. This survey focused on the staffing situation over the last weekend in 

January. Forty-one providers serving over 5,200 individuals with developmental disabilities 

responded. The survey responses showed that 5% of the DSP shifts over the weekend were not 

filled. This means that approximately 375 people with intellectual and developmental 

disabilities did not have access to necessary staff support. The survey also showed that an 

additional 80 people who have been authorized for more intensive staff due to exceptional 

support needs, did not receive the necessary level of staff. 

22. Responding providers also reported that over 860 of their residents did not engage 

in scheduled activities during the weekend due to insufficient staffing. Nearly 1,200 individuals 

with developmental disabilities did not leave their homes between Friday afternoon and Monday 

morning. The providers simply did not have the staffing resources to allow for people to leave 

their homes. Several respondents noted that these numbers did not accurately portray the true 

impact of the DSP staffing crisis because the providers had already scaled back significantly on 

scheduled activities; there simply were not as many events planned as there should have been 

because of insufficient staff. 

23. The Institute and IARF repeated the survey in August 2016. This survey focused 

on staffing at ICF/DDs and CILAs during the weekend of August 19-21 and showed that the dire 

circumstances resulting from insufficient staff continued to exist. Fifty-one providers serving 

over 5,300 individuals with developmental disabilities responded. The responses showed that, 

again, 5% of the shifts went unfilled; meaning that approximately 375 individuals with 

developmental disabilities did not have access to necessary support staff. Eighty-one people who 
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have been authorized for more intensive staff support did not receive the authorized level of staff 

support. 

24. 655 individuals with developmental disabilities, representing 12% of those served 

by reporting agencies, did not engage in scheduled health-related, developmental or social 

activities during this summer weekend due to staffing shortages. 22% of individuals, over 1,150, 

did not leave their home a single time during the weekend, due to the DSP staff crisis. 

25. 91% of the providers surveyed said that DSP turnover is having a significant to 

extreme impact on the daily lives of the individuals with developmental disabilities they serve. 

26. Some staff turnover is inevitable and cannot be completely controlled. However, 

the difficulties that ICF/DD and CILA providers are currently having in attracting and retaining 

DSPs is largely caused by low wages which is the result of the inadequate reimbursement rates 

being paid by Illinois to the providers. An increase in reimbursement rates will enable providers 

to increase DSP wages. This will attract better employees and reduce turnover, all of which will 

greatly reduce the stress and anxiety of individuals with intellectual and developmental 

disabilities. It will also permit the individuals to resume the level of community outings that are 

appropriate and reduce their isolation from the community. 

I declare under penalty of perjury under the laws of the United States of America that the 

foregoing is true and correct. 

10 
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Professional Profile 

KATHY CARMODY, MSW 
11024 TRIPP 

OAK LAWN, ILLINOIS 60453 
(708) 359-2768 

kathy@instituteonline.org 

EXHIBIT 1 

Career-long professional in I/DD community service system with leadership roles in research; policy analysis; 
demonstration projects; training and organizational management. Innovative and experienced leader with strategic 
approach to organization management, operations and planning. Demonstrated success in program and system 
design, fiscal accountability and organization expansion. Professional strengths include writing and communication 
skills; data analysis and presentation; training and public speaking and broad knowledge and experience base in 
relevant IIDD topics including Medicaid Waiver funding and regulations; best practice trends in employment, 
person-centered planning/practice and creation of customized supports. 

Education 
University of Chicago, School of Social Service Administration 
Master Degree in Social Work Policy and Administration 1987 

Eastern Michigan University 
Bachelor Degree in Social Work 1985 

National Leadership Consortium on Developmental Disabilities 
University ofDelaware 2007 

Professional Experience 
CEO 
Institute on Public Policy for People with Disabilities 

March 2015 - Present 

Provide leadership, vision and suppmt to a member organization comprised of T/DD CEO's from across Illinois that 
are committed to creating a more responsive, inclusive and person-centered service delivery system for people with 
intellectual and developmental disabilities and their families. The Institute is a leader in advocating for and creating 
the expansion of community services, broadening the range of options available through the service delivery system, 
empowering individuals and families to meaningfully participate in directing their services and creating capacity to 
assure the diverse needs of all people with I/DD can be met in the community. 

Chief of Staff 1993-2015 
Ray Graham Association for People with Disabilities, DuPage County 
Served as Chief of Staff at internationally-recognized community agency that provides a wide array of services and 
supports to 2,000 people with disabilities and their families, with annual operating budget in excess of $22 million. 
Directly supervised Executive-level personnel responsible for programmatic, operational, clinical and budgetary 
activities across the agency. Accountable for regulatory compliance, program development, quality enhancement, 
and execution of agency policy and procedures across 50 program sites employing 400+ staff. 

Lead staff role in multiple facets of agency operations and advancement, including: 
• Designed and created Monarch programming concept which generated in excess of $2 million in private 

fee revenue over past 3 years; 
• Responsible for designing and overseeing 4 CQL Accreditation surveys and development of 2 Strategic 

Plans. 
• Initiated and directly involved in ongoing leadership development activities to engage and enhance the 

abilities of leaders at all levels throughout the organization; 
• Designed Person-Centered Planning tool used in transitioning people from state operated developmental 

centers; presently conduct person-centered planning training for the Council on Quality and Leadership; 
• Design and management of multiple data-based organizational systems that promote program quality, 

accountability and regulatory compliance; 

Extensive knowledge of relevant regulations governing agency services, including: DHS, DCFS, DRS, DPA, DPH, 
Medicaid, Medicare and Medicaid Waiver regulations. Key service delivery models include Medicaid-Waiver 
funded day and residential services; 100-person ICFDD-licensed facility; Children's Residential programming, 
community-based employment services; Special Recreation programming; Children/Adult Home-Based Services; 
Early Intervention and Family Support programs. Began career with RGA in 1993 and received multiple 
promotions and assumed steadily increasing responsibility in recognition of ability to promote the agency mission; 
lead staff and assure the stable future ofthe organization. 
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Director, Transition Quality Indicators Project 1992- 1993 
Independent Grant awarded by the Illinois State Board of Education and the Illinois Planning Council on 
Developmental Disabilities 
Developed planning tool for statewide use to promote positive outcomes for young adults with disabilities leaving 
school settings. Worked directly with students, parents, state agency personnel and statewide advocacy leaders to 
develop outcome indicators. Developed outcome manual that was used to apply outcome indicators to statewide 
transition services. Independently wrote grant proposal to secure funding for project. 

Consultant, Illinois Department of Human Services 1991- 1993 
Provided training and consultation services to agencies throughout the state in the design, implementation and 
evaluation of Community Integrated Living Arrangement (CILA) services for individuals with developmental 
disabilities. Interacted directly with state agency personnel responsible for funding and regulating CILA services. 
Worked directly with executive staff of agencies in providing consultant services. 

Director, Choice and Integration Project 1990- 1992 
Independent Grant Awarded by the Illinois Planning Council on Developmental Disabilities 
Provided training and consultation services to agencies throughout the state in developing and improving 
community-based services for people with developmental disabilities. Developed and implemented quality
enhancement plans addressing program development, implementation and monitoring. Developed policy and 
procedures related to project services. Independently wrote grant proposal to secure funding for project. 

Director, Supported Placements in Integrated Community Environments (SPICE) Project 
United Cerebral Palsy of Illinois 1988-1990 
Successfully directed the first pilot project in Illinois to develop community based support services for persons with 
severe disabilities. Project services became the model for state funded community based support services (CILA). 
Directed activities of 5 agencies throughout the state in designing, implementing and evaluating community based 
residential support services for people with severe disabilities. Interacted directly with state agency personnel to 
secure funding for services; develop regulations governing service delivery; and select community agencies for 
participation in program. Project was awarded the Governor's Award for Excellence in Long Term Care, 1990. 
Independently wrote grant proposal to secure ongoing funding for project administration activities. 

Senior Associate 1986 - 1988 
Taylor Institute, Chicago Commons 
Participated in statewide program evaluation, policy analysis and program development activities. Participated in 
proposal writing to secure state and federal grant funds. Participated in the evaluation of statewide Medicaid-funded 
day and residential services for individuals with developmental disabilities. Institute projects resulted in the re
direction of state funds to community based services for target population. Supervised and conducted field testing 
and research activities, data analysis and participated in the development of fmal project products. 

Additional Appointments, Accomplishments and Areas of Knowledge/Interest 
• Expert Witness, Knapp and Roberts, Phoenix, AZ 
• Chair, Team 4 Life Choices Project charged with developing person centered planning materials and process for 

Illinois 
• Appointed by Governor Rauner to the Employment and Economic Opportunity for People with Disabilities 

TaskForce 
• DSP Workforce Coalition Steering Committee 
• Innovative/Flexible Day Services Steering E::ommittee 
• Illinois Quality Committee 
• Appointed to Illinois Regulatory Advisory Committee 
• Direct Support Professional, ARC ofWashtenaw County 
• Developed grant proposals exceeding $1,000,000 for project and direct service activities; 
• Published in Bradley, Asbaugh and Blaney~ Creating Individual Supports for People with Developmental 

Disabilities; Brookes Publishing Co., 1994; 
• All facets of Microsoft Office 
• Presenter at numerous statewide and national training forums and conferences 
• Member, Illinois ARC 
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EXHIBIT 2 

COLLABORATION INNOVATION BEST PRACTICE: 

January 2016 

Introduction 
The Illinois community service system is facing a crisis unlike any it has experienced before. 
Community agencies are desperately aware of the impact the direct support workforce shortage is 
having on the lives of people supported by the community service system, if not the very future of 
the system itself. The vacancy and turnover rates among Direct Support Persons (DSP) is alarming 
yet not unexpected within the context of an improving economy, increased competitiveness for 
hourly workers and expanding requirements that DSP workers must fulfill. Changes to federal 
regulations requiring states to assure that community services meet new standards for person
centeredness and community integration will only intensify the impact the workforce crisis is 
having on the state of the community service system. Illinois is long overdue for structural changes 
that will ensure the continuation of the community service system as a viable option and respond 
to the demand for smaller and more customized support models. 

Scope of Survey 
The Institute on Public Policy for People with Disabilities invited provider organizations from 
across Illinois to complete a survey addressing their experience in recruiting and retaining Direct 
Support Professional (DSP) and Qualified Intellectual Disability Professionals (QIDP) positions. 
3 5 provider organizations representing 31 counties from Southern, Central and N orthem Illinois, 
including the Chicago metropolitan area, responded to the survey. 55% of respondents were 
CEO's ofthe organization with an additional40% identifying themselves as CFONP/ChiefHR 
Officer positions. 

Collectively, these organizations provide the following services to people with intellectual and 
developmental disabilities supported in the community service system: 

• 2,880 people in Community Integrated Living Arrangements (CILA), 98% of whom are 
supported in 24/7 settings 

• 5,333 people in Developmental Training (DT) 
• 784 in 24/7 Intermediate Care Facilities for the Developmentally Disabled (ICFDD) 
• 1,393 in Supported Employment Programs (SEP) 
• 2,867 in Home Based Services (HBS) 

Clearly, the respondents support a sizable number of people who depend on community agencies 
for care and services on a daily basis. 

Findings 
Organizations responding to the survey employ 4,089 people in DSP positions at an average 
starting wage of $9.87/hour. Just under 35% of responding agencies provided services in Cook 
and the surrounding collar counties, where the average starting wage was slightly higher at 
$1 0.09/hour. Accounting for the complexity of DSP duties, qualifications that must be met and 
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physical intensity of the work, an average starting wage that is barely above the minimum wage is 
likely the most important variable to be addressed overcoming the DSP recruitment and retention 
CriSIS. 

In 2014, the average DSP turnover rate for all respondents was 30.3%- nearly 1/3 of the total DSP 
labor force, with 5 organizations reporting turnover rates in excess of 50%. Survey-wide, the 
average DSP vacancy rate was 13.7%, with 10 organizations experiencing vacancy rates in excess 
of 20%. Generally speaking, organizations that operated within more densely populated areas 
experienced (significantly) higher levels of vacant positions than organizations in areas where 
employment options may be more limited. In light of the constriction that has taken place within 
many organizations over the past decade as they have had to reduce personnel expenses to 
compensate for rising business costs and flat or declining reimbursement levels, the vacancy and 
turnover rates represent an alarming situation for the community service delivery system - there 
simply isn't elasticity within staffing plans to absorb double-digit vacancy rates. 

Perhaps the most concerning aspect of the survey is the response from the key decision makers 
within organizations regarding the impact that the DSP recruitment and retention crisis is having 
on the capacity of the community system to sustain and expand services. The chart that follows 
highlights areas which respondents identified as being of critical concern to their organization. 

Impact of Recruitment and Retention Challenges on Service Delivery and 
Expansion Plans 

Demand to Expand Services 
We are Unable to Develop 

Smaller, Customized Service 
Models 

We are Unable to Accept 
Referrals for People that 

Require Intensive Staff Support 

These areas directly mirror the interests of families and advocates across the state, as well as 
national best practice trends and explain the inability of the Illinois community system as a whole 
to shift to smaller settings and respond to the needs of people with more significant support needs. 

Respondents were also asked to rate their concern in several workforce areas that affect agency 
services. 99% of respondents identified rates and reimbursement levels as a serious or critical 
concern. Securing a stable and competent workforce was listed as a serious/critical concern by 
81% ofrespondents and rising business expenses represent a serious/critical concern for 74% of 
respondents. 
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As evidenced by responses to this survey, the workforce crisis is the central, if not the sole reason 
providers cannot meet the demand for smaller settings. Providers challenged to fill vacant DSP 
positions are remarkably reluctant to downsize a setting or open a new setting when doing so will 
increase the already overwhelming challenge of maintaining adequate staffing. There is well
documented evidence that Illinois families are frustrated in their efforts to secure smaller, 
community integrated settings for their family member with a disability. In fact, the lack of such 
available options is considered the primary reason Ligas class members are overwhelmingly 
selecting Home Based Services over community residential options. 

Interestingly, among those families in Illinois that have selected the Home-Based Services option, 
the average Personal Support Worker (PSW) salary is $13.50/hour, based on information from the 
state's largest payroll processor for this program. Families themselves recognize the value of the 
work done by direct support professionals, and the need to pay a competitive wage to attract and 
retain a capable workforce. 

Illinois and National Data 
Illinois has failed to invest in the community service system for decades. The chart below 
compares Illinois spending to other Great Lake states and demonstrates the disproportionate 
disinvestment Illinois makes in its citizens with disabilities, this despite the fact that nearly half of 
every state dollar invested in HCBS services is reimbursed by the federal government. 

rison of Illinois and Great Lakes States HCBS 
Expenditure Per Capita (2013) 

MICHIGAN MINNESOTA OHIO 

According to 2013 data from the DOL Bureau of Labor Statistics, the adjusted median hourly wage 
for DSP staff in Illinois only rose 9.7% in the 10 year period between 2003 and 2013, from 
$9.28/hour to $10.18/hour. During that same period oftime, the U.S inflation rate rose 20.63%; 
4 7% greater than the increase in wages. 
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The average median wage translates into an average annual salary of$21,174. The Illinois median 
wage places DSP staff below 200% of the Federal Poverty Level (FPL) for 1-person households 
and a typical DSP profile of a single parent household caring for 2 children falls below 150% of 
the FPL at the median wage. According to the Massachusetts Institute of Technology (MIT) 
Living Wage Calculator, the living wage for a single parent with 2 children in Illinois is 
$27.64/hour; the poverty wage in that same household is $9.00/hour- barely below the average 
(not starting) median hourly DSP wage in Illinois. 

Unlike other low-wage hourly positions, Direct Support Professionals in Illinois are by regulation, 
required to be adults and must meet a variety of requirements not typical of other low-wage hourly 
positions. 89% of the Illinois DSP workforce is female whose average age is 43. 45% of Illinois 
DSPs rely on some form of public benefits, despite being employed on a full-time basis. 

Reliance on the DSP workforce will only increase in the coming years. Illinois is forecasted to 
experience a 30% increase in demand for Personal Care workers and a 42% increase in demand 
for Home Health workers between 2012 and 2022. In Illinois in 2014, these job classifications 
collectively included more than 73,500 employees, with an additional 51,000 workers classified 
as Nursing Assistants. If Illinois hopes to be competitive with other Midwest states where people 
and businesses can choose to live, having a viable community service system and workforce to 
meet the needs of family members of taxpaying citizens is essential. 

Recommendations 
In order for people with intellectual and developmental disabilities to live and thrive in their 
communities, we need to have a stable, competent workforce to support them. Results of this 
survey and others shows that the present wage level is insufficient to achieve this objective. The 
Institute on Public Policy for People with Disabilities supports the position that the direct support 
workforce in Illinois must be paid a starting wage of $15/hour to assure that people who depend 
on this workforce will be able to continue to live and grow in their communities. 
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CI-#9564550-v2 

IN THE UNITED STATES DISTRICT COURT 
FOR THE NORTHERN DISTRICT OF ILLINOIS 

EASTERN DIVISION 
 

Stanley Ligas, et al.,    ) 
      ) 
   Plaintiffs,  ) 
      ) Case No. 05 C 4331 
 v.     ) 
      ) Judge Sharon Johnson Coleman 
Felicia Norwood, et al.,   ) 
      ) 
   Defendants.  ) 
 

DECLARATION OF JANET STOVER IN SUPPORT OF THE MOTION OF 
PLAINTIFFS AND INTERVENORS TO ENFORCE THE CONSENT DECREE 

 
I, Janet Stover, declare as follows: 

1. I am the President and Chief Executive Officer of the Illinois Association of 

Rehabilitation Facilities (Association) and I have held this position since January 2000. I became 

the Association’s public policy liaison in 1982. In 1990, I was promoted to Associate Director 

and I served in that role, which included the Association’s policy work, for a decade.  

2. The Association was incorporated on August 15, 1975 and represents providers of 

services to people with developmental disabilities, including ICF-DD and CILA providers. The 

Association supports providers’ efforts to enable individuals with developmental disabilities to 

live the lives they choose and promotes stable funding from the State to allow providers to 

adequately serve their residents. The Association serves its members through strong advocacy in 

the areas of public policy and legislation; in-person and on-line learning; and participation in a 

community of practice – seeking and expecting the highest quality care among one another. 

3. The information in this Declaration is based on my extensive experience working 

with providers and developing policy to support community services. In particular, my 
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knowledge and understanding of the impact of funding and staffing problems on service 

providers in Illinois comes from my work in three areas: 

a. I give direct support to member organizations, which in recent years has 

frequently included assisting providers to develop strategies to maintain their 

services in the current fiscal situation. For example, I receive calls from 

providers in need of strategies to deal with the increasing DSP turnover and 

vacancies. I also assist our member organizations with obligations under 

regulations and funding requirements. This can include anything from 

providing information to actually assisting them with the regulators or funders 

directly. 

b.  The Association’s Intellectual and Developmental Disability (IDD) 

Committee works at a peer-to-peer level to develop policy initiatives most 

relevant to our member organizations. In recent years, the Committee has 

focused on policy initiatives directed at the current DSP staffing crisis. 

c. When the Association’s Board of Directors approves a policy initiative 

recommended by the IDD Policy Committee, I then develop the strategies to 

implement that initiative. Using the wage crisis as an example, based on the 

recommendation of the IDD Policy Committee, the Board decided to advance 

legislation to raise DSP wages. I then worked with my staff and members to 

develop and support that legislation, which was introduced in February of 

2016. 

4. Despite strong advocacy efforts by the Association and its members, there has not 

been increased funding for services and supports for persons with developmental disabilities in 
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the last decade. Without increased funding, providers began using what little reserves they had to 

close the gap between the cost of supports and the reimbursement provided by the State. It is 

important to remember that providers are price-takers not price-setters; they cannot raise the 

price of their services. 

5. As Illinois’ fiscal situation worsened and without a budget in place for nearly two 

years, the stability of community supports has been weakened to the point it is barely 

sustainable. 

6. The stability was fundamentally shaken as the State began to move individuals 

with more complex disabilities and behavior challenges from institutional settings to the 

community with the promise of adequate funding and supports. The “temporary” rate paid to 

providers to transition individuals was reduced after a specified time period, often without regard 

to whether they were stable in their new home the home. 

7. Without adequate funding, which at its core must include adequate wages for the 

direct support professionals (DSP), the quality of care is greatly compromised. Providers who 

would gladly expand capacity to support more individuals in community settings even three 

years ago, are now unable to answer the need. 

8. In fact, without the State addressing the DSP workforce crisis or increasing 

funding, the following is occurring: 

a. Individuals have less access to individualized supports in both ICF-DDs and 

CILAs; 

b. Providers are closing and/or consolidating group homes and increasing the 

number of individuals in a home to the maximum allowed under law (8). This 
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often means a person must share a room – meaning privacy is not available; 

and 

c. Providers are increasingly not meeting basic staffing ratios in ICF-DDs and 

CILAs, raising anxiety about safety and decreasing the ability to provide 

individuals with their personal choice of activities. 

9. It has been nine years since the Illinois has increased Medicaid rates for 

developmental disabilities services, even though inflation grew at 14% during that period. 

10. The average wage for a DSP in Illinois is $9.35/hour1, barely above the federal 

minimum wage. This makes recruiting very difficult – particularly when organizations must 

compete with expanding entry level jobs starting at $13/hour and above. This is compounded by 

recent actions taken by the City of Chicago and Cook County to raise the minimum wage to 

$13.00/hour by July 1, 2019. Without rate increases that acknowledge this, providers are faced 

with dire choices – close and consolidate homes they operate, continue to roll the dice that 

staffing shortages do not result in tragedies, or decline to serve individuals whose complexity of 

disability and behaviors makes them too difficult to support safely. 

11. Competition for personnel now means agencies are experiencing a staffing crisis, 

with vacancy rates as high as 30%, according to a 2016 survey conducted by IARF and the 

Institute on Public Policy for Persons with Developmental Disabilities (“Institute”). 

12. A 2016 report from MediSked, LLC, estimated that the total cost per turnover of a 

DSP is between $4,200 and $5,200. 

13. The staffing component of the CILA reimbursement model has not changed, 

despite the increasing complexity of individuals’ disabilities and behaviors supported by the 

model. 
                                                           
1
 IARF Salary Survey – 2015-2016 published in May 2015 
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14. Illinois ranks 45th in the nation in per capita spending in the Home and 

Community Based Services waiver program.2 

15. Illinois pays CILA providers rates that are only 69.8% of the national average, 

and pays ICF-DD providers rates that are only 48% of the national average.3 

16. DSP jobs require technical and values-based decision-making skills. Despite 

extensive requirements and training that go far beyond that required in other service industries, 

DSPs make far less than even fast-food employees. 

17. Current employees are leaving DSP positions because of the burdensome 

overtime hours required to fill vacant shifts and ensure adequate staff coverage. 

18. Present staffing levels prevent implementation of person-centered and person-

directed rule requirements, including the presence of full life choices in daily activities. 

19. The results of a survey conducted by IARF and the Institute in August of 2016 

focusing on DSP staffing over a specific weekend showed discouraging facts: 

 655 individuals with developmental disabilities, representing 12% of those 
served by reporting agencies, did not engage in developmental or social 
activities during this summer weekend; 
 

 Nearly 1,200 individuals did not leave their home a single time over the 
weekend due to DSP staff shortages; and 
 

 91% of the providers surveyed said that DSP turnover is having a significant 
to extreme impact on the daily lives of individuals with developmental 
disabilities they support. 
 

20. In 2015, we launched a public policy initiative to increase DSP wages to $15.00 

hour. 

                                                           
2
 State of the States in DD – University of Colorado 

3
 2012 Residential Services with Persons with Intellectual or Developmental Disabilities: Status and Trends Through 

2011, University of Minnesota 
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21. In February of 2016, bills to increase the DSP wages to $15.00 were introduced in 

the Illinois General Assembly.   

22. The legislation was passed by the House of Representatives and Senate in May of 

2016. 

23. On August 26, 2016, Governor Rauner vetoed the legislation. 

24. In his veto message, Governor Rauner stated: “We should first acknowledge the 

difficult and important work of these professionals, who assist persons with intellectual and 

developmental disabilities in residential and day programs. Many of these professionals have not 

had a wage increase in years. I am open to finding a responsible way to increase wages for these 

professionals, but unfortunately this bill is not the answer.” Just two days before the veto, 

Governor Rauner had acknowledged the “documented critical and growing shortage of direct 

support professionals throughout the United States” in proclamation declaring that a week in 

September would honor support workers. 

25. The DSP workforce shortage has reached crisis proportions. The inadequate 

reimbursement rates paid to providers is the major contributor to the crisis. Better wages will 

increase the ability of providers to recruit and retain qualified staff to support the individuals 

who choose and deserve the opportunity to live in the home of their choice, with staff who care 

about their happiness and well-being. 

I declare under penalty of perjury under the laws of the United States of America that the 

foregoing is true and correct. 

April 6, 2017 

      ______________________________ 
        Janet Stover 
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JOINT HOUSE-SENATE HUMAN SERVICES )
COMMITTEE HEARING [ABUSE AND )
NEGLECT TAKING PLACE AT GROUP )
HOMES] 12-13-16 )

The electronically recorded hearing before the

Joint House-Senate Human Services Committee, transcribed

by CATHERINE A. RAJCAN, a Certified Shorthand Reporter of

the State of Illinois.
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CHAIRMAN BISS: Good afternoon.

Can I have everyone's attention, please?

All right.

I need everyone's attention, please.

Are we going to do the thing?

Let's do the thing.

If you can hear me, clap once. They're not

going to clap. They're not organizers.

REPRESENTATIVE GABEL: This meeting is coming to

order.

I don't think this is on.

I don't think they're on.

CHAIRMAN BISS: It's on. All right. All right.

Good afternoon.

All right. We need order in the room, please.

Thank you. Thank you.

Guys?

REPRESENTATIVE GABEL: That didn't work very well.

CHAIRMAN BISS: Guys?

The Joint Human Service Committee hearing shall

come to order.

Mr. Clerk, please take the roll.

THE CLERK: Biss.

CHAIRMAN BISS: Here.

THE CLERK: Morrison.
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SENATOR MORRISON: Here.

THE CLERK: Aquino.

Bush.

SENATOR BUSH: Here.

THE CLERK: Hunter.

Sterns -- or Steans; excuse me.

UNIDENTIFIED INDIVIDUAL: First name?

THE CLERK: Pardon me.

(Laughter)

THE CLERK: Syverson.

Bivins.

Righter.

SENATOR RIGHTER: Here.

THE CLERK: Gabel?

REPRESENTATIVE GABEL: Here.

THE CLERK: Wallace?

REPRESENTATIVE WALLACE: Here.

THE CLERK: Bellock?

REPRESENTATIVE BELLOCK: Here.

THE CLERK: Ammons?

Andrade?

Ammons?

UNIDENTIFIED INDIVIDUAL: No.

THE CLERK: Cassidy?

Demmer?
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REPRESENTATIVE DEMMER: Here.

THE CLERK: Fine?

Flowers?

Hammond?

REPRESENTATIVE HAMMOND: Here.

THE CLERK: Jesiel?

REPRESENTATIVE JESIEL: Here.

THE CLERK: Soto?

REPRESENTATIVE SOTO: Here.

THE CLERK: Stewart?

Unes.

CHAIRMAN BISS: Thank you very much. We have enough

people to begin doing business. I want to start with a

few administrative matters. First of all, James R.

Carter from BlueRoomStream requests permission to

videotape the hearing. Seeing no objection, permission

is granted.

Second of all, I have two letters from Jim

Durkin to Tim Mapes that I get to read -- this is fun --

advising the replacement of permanent member Mike Unes

with temporary member representative Charles Meier, and

permanent member representative Brian Stewart with

temporary member representative Terri Bryant. So both of

those replacements have been duly made.

And the last quasi-administrative thing I want
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to say is that we're operating on a very short timeline.

Unfortunately we have for this hearing only two and a

half hours.

There were a lot of people who wanted to testify

and who didn't make it into the final program because of

the brevity. There will be plenty more opportunities for

plenty of continued discussion. I know a lot of people

on many different sides of many of these issues feel --

UNIDENTIFIED INDIVIDUAL: Family member from the

SOBC (inaudible).

CHAIRMAN BISS: There will be plenty of

opportunities for that. And we will have lots of

continued discussion, and all sides will be heard. It

is --

UNIDENTIFIED INDIVIDUAL: (Inaudible).

CHAIRMAN BISS: Absolutely. But this hearing is

operating on a very tight time schedule. And there's --

that's an administrative matter that we have no control

over at this point.

I want to thank everyone for being here. I want

to thank the enormous community interest in this topic.

I will tell you, I try very, very hard not to be

the kind of legislator who introduces a bill because you

read an article in the newspaper or hold a hearing

because you read an article in the newspaper; but this is
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a -- an issue of extraordinary importance. And having

reread all of the materials again last night, I felt

renewed revulsion, and commitment to make sure that we do

this aggressively, thoroughly, and correctly; because

there's just literally nothing that matters more among

the responsibility of government than caring for the

vulnerable. It's a task we haven't done nearly well

enough.

And my goal in this hearing is to make sure that

our discussion is constructive, with a minimum of

finger-pointing and a minimum of deflexion, and a maximum

of creation of action steps that will allow us to get

this problem under control, because lives are in the

balance.

Representative Robin Gabel, the chairman of the

House Human Services Committee, now has some comments

she'd like to make.

REPRESENTATIVE GABEL: Thank you. I think that was

a very good overview.

I think that when we think about why we're here,

I think we are here to get out the facts and then to try

to come up with solutions. And that that is our goal.

We are here to protect the most vulnerable among

us, and let's figure out how we can do that the best.

So thank you all for attending. And I -- I also
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SECRETARY DIMAS: I mean, I think that's one of the

things we need to look at, Representative. Because right

now -- there's nothing that prevents us from doing an

inspection if we feel a need to. And we do that a lot.

You know, when we've heard bad reports, or when there's

been too many, you know, reports, we'll do an inspection.

But you know, if you -- if we don't -- in the

absence of reports, our cycle is once you have a full

license, you get inspected at least once every three

years.

REPRESENTATIVE BELLOCK: Okay.

SECRETARY DIMAS: And I'm not sure that's frequent

enough.

REPRESENTATIVE BELLOCK: And are there any spot

checks, like they do in nursing homes?

SECRETARY DIMAS: Yes. And again, it's kind of --

it's subject-matter dependent. We have both our Bureau

of Accreditation and Licensure and our Bureau of Quality

Management that monitor the allegations that are made to

the OIG hotline, and just can decide on their own to go

out and do an investigation. Sometimes they do it

together, sometimes they do it separately.

One of the things that we are trying to fix is

up to this point they hadn't been sharing information

regularly with each other. And that's just intolerable
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to me. You know, we have four silos within DHS -- the

OIG; you know, the DD division itself, our bulk Bureau of

Accreditation and Certification and Licensure; and our,

you know, Bureau of Quality Management -- that all have

information related to their business function, but we

haven't had a process until recently to, you know,

connect all those dots and get a 360-degree view of our

problems.

So we're doing that now. And that's part of

what's going to make an informative report card possible.

REPRESENTATIVE BELLOCK: And my second question was

I know you commented we can't afford to have nurses in

all the homes, but what is the typical qualification of

somebody that is the caretaker in a home?

SECRETARY DIMAS: That's actually -- they require --

we require them to have 120 hours of training. That is

actually pretty robust. I mean, it covers...let's see.

Wrong page. There we go.

Introduction to developmental disabilities;

human rights; prevention, recognition and intervention of

abuse and neglect; human interaction and communication;

service plan development and implementation; and basic

health and safety, as well as them -- a separate CPR

module. And then additional on-the-job training

activities as assigned by their -- by the CILA.
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So it's 120 hours of training altogether, and I

think it covers the right things. You know, 35 hours of

that is the OJT that the CILA operator can decide.

REPRESENTATIVE BELLOCK: And how many people would

you say are in CILAs right now in Illinois?

SECRETARY DIMAS: You know, the -- I can tell you

the number of CILAs is about 3,000.

REPRESENTATIVE BELLOCK: Okay.

SECRETARY DIMAS: The average -- I mean, our most

common CILA size is an eight-person CILA. We do have

some smaller ones.

One of the things that we're looking at is do we

have -- we need to I think right-size our CILAs. I think

an eight-person CILA is too big for people with severe

medical needs, or people with, you know, challenging

behaviors.

And I think there's -- there's good national

evidence that suggests they could function better and

more safely in a smaller environment.

And this is our Director of Developmental

Disabilities, Greg Fenton, who has the answer to your

question.

GREG FENTON: We have roughly 1200 adults in CILAs.

And --

REPRESENTATIVE BELLOCK: 1200? You mean 12,000?
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GREG FENTON: I'm sorry; we have roughly 12,000 that

are -- I'm sorry -- that are in CILAs and also in CLFs.

And we have about close to 10,000 adults that are in

their own family homes.

REPRESENTATIVE BELLOCK: Oh, okay. Thank you.

I just had one other question that we haven't

touched on, and I don't see it in somewhere else in the I

agenda.

So just this Quality Care Board, is that

operational right now, or --

SECRETARY DIMAS: It is operational.

REPRESENTATIVE BELLOCK: And what is the role?

SECRETARY DIMAS: Pardon?

REPRESENTATIVE BELLOCK: Briefly, what is their

role?

SECRETARY DIMAS: Their role is to work with the

Office of the Inspector General and advise the Inspector

General on, you know, investigative techniques and, you

know, areas for emphasis, training, you know. It's

really kind of an operational perspective on the OIG

operation.

And as I mentioned earlier, we do have three

vacancies on that panel that we're working to fill.

REPRESENTATIVE BELLOCK: Thank you very much. I

appreciate it.
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aforesaid, and that the foregoing is a true, complete and

correct transcript of the electronically recorded

statement as appears from my stenographic notes so taken
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C.S.R. Certificate No. 084-002503.

Case: 1:05-cv-04331 Document #: 665-5 Filed: 04/07/17 Page 11 of 11 PageID #:12530


	Dkt 665, Index of Exhibits
	Dkt 665-1, Exhibit 1
	Dkt 665-2, Exhibit 2
	Dkt 665-3, Exhibit 3
	Dkt 665-4, Exhibit 4
	Dkt 665-5, Exhibit 5
	1-6
	50-53
	81




