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Abstract

The au pair visa program allows young foreign-born individuals to provide in-home childcare
in the United States as part of a cultural exchange. Regulated by the U.S. Department of
State, au pairs are paid a minimum of $195.75 for a 45-hour work week by sponsor host fam-
ilies in addition to room, board, educational expenses, and other forms of compensation. A
ruling by the U.S. Court of Appeals for the First Circuit in December 2019 required sponsor
host families in Massachusetts to pay au pairs the state’s considerably higher minimum wage.
On January 1, 2020, wage compensation for au pairs rose to $528.63 for a 45-hour work in
Massachusetts — a 170 percent increase in the minimum wage. Consequently, the number of
new au pairs arriving in Massachusetts in 2022 was 68.1 percent below 2019. The number of
new au pairs in all states unaffected by the court’s ruling rose 4.4 percent over the same time.
The court-mandated wage increase reduced the number of au pairs and inflicted high costs on
American families and au pairs who were not hired.
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1 Introduction

The au pair program is a J-1 visa cultural exchange visitor program created by the Mutual
Educational and Cultural Exchange Act of 1961.1 The au pair program is managed by the
U.S. Department of State (DoS) and allows au pairs to live with an American host family for
12 to 24 months. Au pairs provide childcare, are paid by their host families, and must
experience American culture and fulfill educational requirements. An average of 20,454 new
au pairs entered the United States annually from 2016 to 2019. In 2020, the number of new
au pairs entered the United States fell to 7,107 because of the border, embassy, and

consulate closures in response to the COVID-19 pandemic and its effects.?

Au pair wages are regulated under the Fair Labor Standards Act (FLSA).2 Host family
sponsors must provide au pairs with room and board free of charge and a weekly wage of
at least $195.75. DoS calculates that wage by multiplying the federal minimum wage of
$7.25 an hour by 45 hours, which equals $326.25. That product is then reduced by 40
percent for the cost of room and board, which equals the minimum required weekly wage of
$195.75.4 Sponsor host families typically pay a higher wage, but that varies considerably.®
In addition to room and board, sponsors must also pay for the au pair’s travel, auto
insurance, and up to $500 for six college credits per year. Au pairs must also receive a
minimum of one and a half days off per week, one complete weekend off each month on a
mutually agreed upon schedule, and two weeks of paid vacation a year. Au pairs can work

a maximum of 45 hours a week and no more than 10 hours a day.



Private au pair agencies manage the J-1 visa application process on behalf of sponsor host
families who interview au pairs before sponsoring them. The agencies also certify that au
pairs meet regulatory requirements regarding English proficiency, be 18 to 26 years old,
have graduated secondary school or the equivalent, are physically able to provide childcare,
and other requirements.® Agencies train au pair upon arrival in the United States and
manage reporting requirements on behalf of host families. Au pairs often change host
families during their visa term in the United States through a process called rematching,
where either the host family can dismiss the au pair or the au pair can voluntarily decide to

work for another family.

2  Lawsuit and Minimum Wage

On December 2, 2019, the U.S. Court of Appeals for the First Circuit ruled that au pairs in
Massachusetts must be paid the state’s minimum wage effective January 1, 2020.7
Massachusetts’ minimum wage was $12.75 in 2020, $13.50 in 2021, $14.25 in 2022, and
$15 in 2023.2 Additionally, wage compensation for domestic workers who work more than
40 hours per week is 1.5 times the regular rate for those additional hours in
Massachusetts.® Sponsor host families nationwide are required to pay au pairs at least
$195.75 in weekly compensation in addition to providing room, board, and other benefits
free of charge. These requirements also applied to sponsor host families in Massachusetts
before the decision by the Court of Appeals for the First Circuit. After the court’s decision,
the au pair wage rose to $528.63 for a 45-hour work week which includes overtime pay and

a $77 dollar deduction to compensate sponsor host families for supplying room ($35) and



meals ($42).1° The court thus mandated a 170 percent increase in Massachusetts au pair

wages above the program’s federal wage floor.

2.1 The Minimum Wage’s Impact on Employment

The minimum wage is a hotly contested policy issue, with supporters arguing that a higher
wage is necessary to boost living standards and opponents arguing that the policy reduces
employment, especially for low-skilled workers.!! Although advocates can find some
evidence for either view, substantially more research finds an adverse effect of the
minimum wage on employment outcomes than not. For instance, a recent meta-analysis by
economists David Neumark and Peter Shirley found that increasing the minimum wage

harmed employment in almost 80 percent of studies.?

Research on the employment effects of the minimum wage abounds. However, this brief
analyzes the effect of a large exogenously mandated minimum wage increase on new hires
in the affected visa category. Thus, the most relevant comparison studies consider the
impact of minimum wage increases on new hires. This area is necessarily more limited but
includes instructive work: a 2021 study using administrative payroll data finds that “firms
reduce employment [following wage increases] primarily through hiring rather than through
other channels,” and another study reviewing Canadian data over almost thirty years found

that “higher minimum wages are associated with lower hiring rates.”*3



National and international studies considering the impact of the minimum wage on
employment flows come to similar conclusions, and they find that hiring falls for workers
targeted by minimum wage increases.'* Although these studies find that job stability is
equivalent or improved for workers employed at the time of the wage increase, this potential
benefit does not apply to au pairs given that their employment is time limited, and au pairs

must relinquish their jobs and leave the country when the program ends.

The vast economic literature on the minimum wage employs various methods, including

synthetic controls.'® This paper similarly utilizes the synthetic control method.

2.2 Au Pairs and Childcare

Au pairs constitute a valuable part of the childcare industry in the United States. In 2022,
21,449 au pairs entered the United States to live with host families in every U.S. state.'® Au
pair host families vary, but 90 percent of host families include three to six people, and nearly
70 percent of host families include four to five people.” On average, au pair host families

include one infant, two children, and two adults.18

Au pair care benefits both host families and au pairs. Host families widely report valuing the
ability to obtain live-in childcare, the opportunity to develop deeper trust with their childcare
provider, and the ability to participate in cultural exchange.'® Meanwhile, teens and adults
formerly under the care of au pairs as children describe long-term benefits including “a

willingness to embrace other cultures, desire to travel, and an awareness beyond borders



not typically available to children.”? Au pairs report that the au pair program is an important
avenue to improve personal and professional skills, progress rapidly in English language

acquisition, and learn about a different culture.?!

Perhaps most importantly, the program is valuable for families that use the au pair program
to meet their childcare needs. In the United States, childcare is one of the most expensive
childrearing costs, and researchers find that limited childcare availability or affordability is
both a barrier to work and fertility for working parents.2? It follows that almost eight-in-ten
host families say they would be adversely affected if the au pair program were not available,
and more than one-third of host families said that if the program were not available, they

“may need to change or stop their careers.”?3

3 Research Design, Methodology, and Data

The goal of this brief is to estimate how the court’s extension of Massachusetts’ minimum
wage to cover au pairs, who were not previously subject to Massachusetts’ minimum wage,
affected the hiring of new au pairs in the state. Our outcome variable is new hires of au
pairs, which is a flow, because the au pair visa data from the DoS are flows of new au pairs
coming to individual states to work. Expanding Massachusetts’ state minimum wage to
include au pairs was an exogenous shock that only affected Massachusetts. The COVID-19
pandemic and subsequent border closures do not seriously complicate this analysis
because they affected the hiring of new au pairs in all states at the same time through

border closures. Thus, the court’s imposition of Massachusetts’ minimum wage on au pairs



is an excellent natural experiment and ripe for analysis using the synthetic control method

(SCM).24

The SCM estimates a counterfactual number of new au pairs who would have been hired in
Massachusetts in the absence of the court’s ruling. The SCM constructs a counterfactual
number of new au pairs arriving in Massachusetts in the absence of the court’s mandate of
a minimum wage increase as a weighted average of other states. These determined by
matching states with similar observable characteristics with Massachusetts. Given the set of
weights, the SCM estimates the impact of the minimum wage as the difference, or gap,
between the number of new au pairs arriving in Real Massachusetts and Synthetic

Massachusetts as created by the SCM.?>

To outline this procedure, let Y,, be the sample mean of an outcome of interest for state m.
The estimated treatment effect for Massachusetts (m= 1) is constructed as a weighted

average of N + 1 donor states of the form:

T = Yl - z WmYm
m=2



This procedure considers the weighting vector W = [w,, ..., wy,1]" Which assigns a weight
wy, to control countries subject to non-negativity ({w; = 0;j = 2, ..., N + 1}) and additive

(Wy + -+ wyy, = 1) constraints.?6

The predictor variables used to construct those weights are commonly used in the minimum
wage literature and other labor economics research.?” The predictor variables are the
number of new au pairs hired in 2019, au pairs per worker, all new hires, state population,
state minimum wage, private weekly earnings, the employment-to-population ratio, Census
division, and Census region. The outcome variable is the number of new au pairs hired.
These data are for the donor pool of every state for each year in the sample period. The
data come from the U.S. Department of State,?® the U.S. Census,?° the U.S. Department of

Labor,30 and the Bureau of Labor Statistics.3!

The variables are not logged even though logged variables are common in the minimum
wage literature.®? We did not log transform our variables because we are not trying to
compute elasticities and the pre-treatment fits are excellent. However, we did replicate all
our SCMs with logged variables and the results are similar, with slightly higher p-values that

show up in longer lags after the treatment date.

4  Results

Figure 1 shows the number of new au pairs arriving as new hires from abroad in

Massachusetts and nationwide (excluding Massachusetts) during the 2016-2022 period.



The number of new au pairs annually arriving in Massachusetts was roughly parallel to the
number of new au pairs nationwide prior to 2020. The number of new au pairs in
Massachusetts in 2022 was 68.1 percent below the number of new au pairs in the state in
2019. In contrast, the number of new au pairs in all other states rose by 4.4 percent from

2019 to 2022.

Figure 1
New Au Pairs in Massachusetts and Nationwide, 2016-2022
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Figure 1 provides a wonderful example of “eye-ball econometrics” — it hardly requires
additional statistical analysis to show a major effect. Regardless, we show the SCM result in
Figure 2. The SCM created a Synthetic Massachusetts that is very close to Real
Massachusetts in the pre-minimum wage period with a Root Mean Square Prediction Error

(RMSPE) of 35.17. An RMSPE that low indicates the distance between the predictor



variables and Synthetic Massachusetts used to construct it in the pretreatment period. The
number of new au pairs in Real Massachusetts diverged after the introduction of the
minimum wage relative to Synthetic Massachusetts constructed from a nationwide pool of
states (excluding Massachusetts). Table 1 shows the divergence is statistically significant in

every year after the introduction of the minimum wage.

Figure 2
Annual Number of New Au Pairs in Real and Synthetic Massachusetts
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Table 1
Effects and Significance of the Massachusetts Minimum Wage
Year Effect p-value
2020 -151.306 0
2021  -552.14 0
2022 -841.926 0

Source: Authors’ calculations.
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The p-values in Table 1 correspond to the in-space placebo test that creates a Real and
Synthetic version of each state and estimates the gap in new au pairs for each state (Figure
3).23 The p-values measure the fraction of the gaps from the in-space placebo test that is
larger than the gap between Real Massachusetts and Synthetic Massachusetts. Thus,
pooling these placebo effects together estimates the distribution of the effects of
Massachusetts’ expansion of the minimum wage to the hiring of new au pairs. The p-values
show the probability that the estimated effect of the minimum wage in Massachusetts is
larger than all other placebo effects for the other states.3* Figure 3 shows a decline of new

au pairs in Massachusetts that is greater than any other state in the sample.

Figure 3

Annual Number of New Au Pairs, Difference Between Real States and Synthetic States
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5 Discussion
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The number of new au pairs in Massachusetts declined relative to other states after the
U.S. Court of Appeals for the First Circuit ruled that au pairs must be paid the state’s
minimum wage, effective January 1, 2020. The Massachusetts minimum wage already
applied to almost all workers in the state but not to au pairs before the court’s ruling. New
au pairs arriving in Massachusetts fell dramatically during the border closures in response
to the COVID-19 pandemic, but they fell further in Massachusetts and stayed low long after
the borders were reopened because the court mandated that they be paid the substantially
higher state minimum wage. In effect, Massachusetts’ minimum wage imposed a

permanent semi-border closure on new au pairs entering the state.

6  Policy Implications

The court’s imposition of a minimum wage for a previously excluded visa category is a
valuable natural experiment that provides two main policy lessons. First, large increases in
the minimum wage reduce the employment of the affected workers. Subsequent smaller
minimum wage increases in 2021, 2022, and 2023 likely added to the decline in new au
pairs, but they are less of an increase in percentage terms and so don’t show up as clearly

in the results.

Second, proposed federal regulatory changes to increase au pair wage compensation could
similarly devastate the au pair program nationwide.3® The Biden Administration is
considering regulations that will affect the compensation of au pairs, among other aspects
of the program. Although the details of these proposed rule changes are not available at the

time of writing, large mandated wage increases would substantially shrink the program. The

12



Biden Administration should tread cautiously here lest they undermine the existence of the

au pair program.

6.1 Federal Reforms to the Au Pair Program

The federal government should consider reforms other than increasing federal wage
requirements to boost au pair compensation and freedom of choice. For example, au pairs
should be allowed to extend their stay beyond the existing two-year limit and through the
duration of early childhood if mutually agreed upon with host families. This would provide
au pairs with additional options and increase consistency of care for families with young

children.

Au pairs should also be allowed to work a limited number of hours outside of the home to
supplement their wages. Sponsor host families may be concerned about this, but confining
those additional outside-the-home work hours to the weekend or days off would reduce
those concerns. Additionally, au pairs and host families should be able to choose different
living arrangements where the au pair can reside outside of the sponsor host family’s home.
This admittedly weakens the cultural exchange component of the program in one sense but
also exposes the au pair to living more independently in the United States, which provides a

different type of cultural immersion.

6.2 Massachusetts Reforms to the State Minimum Wage

13



The state government of Massachusetts should take several actions to reduce the negative
employment effects of the court’s decision. Ideally, the legislature should explicitly exempt
au pairs from the state’s minimum wage. Massachusetts currently exempts other categories
of agricultural workers, members of religious orders, workers being trained in certain
educational, nonprofit, or religious organizations, and outside sales people from the state’s
minimum wage.3¢ It would be legislatively simple to add “au pairs on a federal cultural

exchange visa” to that list of exempted workers.

To achieve a similar effect to exempting au pairs from the state’s minimum wage,
Massachusetts could also increase the amount that sponsor host families can deduct from
au pair wages for room and meals. Massachusetts should allow a 40 percent deduction in
wages for room and meals to be consistent with federal rules. Such a reform would
substantially lower the monetary wage for sponsor host families from $635.50 for a 45-hour
work week in 2023 to $381.30 (Table 2). Massachusetts rental prices are about 70 percent
higher than the nationwide average, so a 50 percent or higher deduction is also justifiable
as compensation to the sponsor host family for the market value of providing a room.3”
Table 2 shows alternative wages for au pairs based on different room and meal deductions

that the Massachusetts state government should consider.

14



Table 2
Massachusetts Minimum Wage with Estimated Deductions for Room and Board

2020 2021 2022 2023
Minimum Wage (Hourly) $12.75 S$13.50 $14.25 $15.00
Minimum Wage, Time and a Half (Hourly) $19.13  $20.25 $21.38  $22.50
Room Deduction (Weekly) $35.00 S$35.00 S$35.00 $35.00
Meals Deduction (Weekly) $42.00 $42.00 S$42.00 $42.00
Minimum Wage, 45-Hours of Work (Weekly)  $528.63 $564.25 $599.88 $635.50
45-Hour Weekly Wage, 40% deduction $317.18 S$338.55 $359.93 $381.30
45-Hour Weekly Wage, 50% deduction $264.31 S$282.13 S$299.94 S$317.75
45-Hour Weekly Wage, 60% deduction $211.45 S$225.70 S$239.95 $254.20

Sources: Massachusetts Executive Office of Labor and Workforce Development and
Authors’ calculations.

7 Conclusion

The U.S. Court of Appeals for the First Circuit ruled that au pairs in Massachusetts must be
paid the state’s minimum wage effective January 1, 2020. This targeted exogenous
increase in the minimum wage for a small group of workers in one state created a natural
experiment to casually evaluate how minimum wage increases affected new hires for
migrant au pairs on the J-1 visa. We found that the number of new au pairs hired in
Massachusetts declined substantially relative to other states. The unintended consequence
of a large increase in the minimum wage reduces future new hires of affected workers. The
Massachusetts state government has several policy options to reduce the falloff in new au
pairs in the state resulting from the court-mandated minimum wage increase. Federal
regulators and the Biden Administration should also avoid large wage increases in the au

pair program lest they undermine its very existence.
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Appendix

Table A1
Predictor Balance

New Au Pairs (2019)

New Hires

State Population

State Minimum Wage

Private Weekly Earnings
Employment-to-Population Ratio
Au Pairs Per Worker

Census Division

Census Region

Real Massachusetts
1460
1372250
6864634
13.4375
1083.88
63.86458
0.000407
1
1

Synthetic Massachusetts
1459.936
1284108
7405637
12.6204
1021.81
61.65468
0.0004481
1.706
1

Source: Authors’ calculations
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Table A3

Synthetic Massachusetts State Weights

State Weight | State Weight
Alabama Montana 0
Alaska Nebraska 0
Arizona Nevada 0
New
Arkansas 0 | Hampshire 0
California 0 | New Jersey 0.698
Colorado 0 | New Mexico 0
Connecticut 0.294 | New York 0.008
Delaware 0 | North Carolina 0
District of Columbia 0 | North Dakota 0
Florida 0 | Ohio 0
Georgia 0 | Oklahoma 0
Hawaii 0 | Oregon 0
Idaho 0 | Pennsylvania 0
lllinois 0 | Rhode Island 0
Indiana 0 | South Carolina 0
lowa 0 | South Dakota 0
Kansas 0 | Tennessee 0
Kentucky 0 | Texas 0
Louisiana 0 | Utah 0
Maine 0 | Vermont 0
Maryland 0 | Virginia 0
Michigan 0 | Washington 0
Minnesota 0 | West Virginia 0
Mississippi 0 | Wisconsin 0
Missouri 0 | Wyoming 0

Source: Author’s calculations.
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