TAX-FAVORING
HOME CARE FOR SENIORS
Why It’s Right—Right Now
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Section I

EXECUTIVE SUMMARY
It’s time for the U.S. to revise its tax code to better support the millions of Americans who are arranging and
paying for professional in-home senior care for themselves or for their senior family members—a decision made
all the more pressing due to the fact that every day, thousands of the country’s Baby Boomers are turning 65.
Specifically, for those using paid, in-home senior care (hereafter, simply referred to as “home care”), we propose
the implementation of a tax credit/deductibility arrangement similar to that enacted for child care—an important
revision of the U.S. tax code that has made child care affordable and practical for millions of American families.
As this report will demonstrate, this would very much be the right public policy, enacted at the right time, and
for absolutely the right reasons:

oo It could help these older adults and their families afford to provide more and better care either for themselves,
or for their seniors—who will be able to remain in their homes;

oo It could help U.S. businesses improve their bottom lines, since they may be losing billions of dollars in
productivity every year as a result of their employees’ family-caregiving-related responsibilities;

oo It could help save significant money and labor within the American medical- and institutional-care
communities—which are already stretched thin in terms of their financial and personnel resources; and,

oo As a result, nationally, it could create massive savings in traditionally costly, senior-oriented entitlement
programs such as Medicare and Medicaid.
Almost without exception, caring for seniors at home is far less costly than is caring for them in nursing homes,
assisted-living facilities (ALFs), or other institutional settings. However, home care still can prove to be expensive
for some seniors and their family members.
So, shouldn’t we revise our tax code, and help make an already cost-effective (and highly sensible) senior-care
option even more affordable for families across the country? Indeed, Home Instead Senior Care® research has
confirmed that if home care were afforded tax-favored status, many American families would use more of this
service than they already do, or than they would plan to do.
In short, legislation that affords tax-favored status to the cost of home-care services would represent a very
visionary, yet comparatively small, up-front investment in helping millions of American seniors avail themselves
of a type of care that, down the road, could play a part in saving the U.S. enormous sums in the healthcare and
institutional-care arenas.
Basically, then, in terms of caring for our seniors, we can decide to pay some now, or we can plan to pay a lot later.
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Section II

AGING IN AMERICA: SITUATION AND PROGNOSIS
In 2011, the first members of the Baby Boom generation started
turning 65; by year’s end, the nation’s senior population will grow
to nearly 49 million, a figure that will reach 72 million in 2025.1
Moreover, we all know that as these older adults continue aging,
many will experience health problems—lots of them chronic, and
often occurring in combinations.
So, how will we care for these older adults? Well, thus far, the U.S.
senior-care paradigm has relied upon a combination of two main
approaches. The first is family (or “informal”) care: according to the
National Alliance for Caregiving (NAC) and AARP, in the U.S., there
are more than 43 million caregivers aged 18+ (about 19 percent of
the country’s adult population) involved in the provision of unpaid
care to an adult family member or friend aged 50 or older2—with
more than one-quarter (28 percent) of these individuals acting as the
sole caregivers for these seniors.3
This caregiving is expensive, however, costing families an annual
average of more than $5,500 apiece.4 Thus, the above NAC/AARP
statistics—which indicate that some 12 million Americans serve as
the only caregivers in their respective families—suggest that within
this particular demographic alone, the national total of caregivingrelated costs is at least $66 billion annually.
Moreover, it has been suggested that in the U.S., those who provide
care for their aging parents or family members lose an aggregate total
of some $3 trillion in income, pensions and Social Security benefits
when they take time off from work to do so. 5 Finally, it’s been estimated
that nationwide, the aggregate cost of lost productivity to businesses
that have full-time employees with caregiving responsibilities is $33.6
billion per year.6

In 2025, the nation’s
senior population will
reach 72 million

Medicare’s annual
budget is projected to
grow to nearly $800
billion by 2018

The second traditional U.S. senior-care mechanism involves the
public sector: federal-entitlement programs providing long-term care (LTC). However, for Medicaid—which in
2005 spent 63 percent of its LTC dollars on institutional care7 (typically the higher-priced option for seniors8)
—annual spending is projected to reach $674 billion by 2017.9
Likewise, Medicare’s annual budget is projected to grow to nearly $800 billion by 201810, with the Medicare
Trustees projecting that the program’s Hospital Insurance Trust Fund could be insolvent by 2017.11
So, it should be obvious that there are better ways of saving and paying for senior care.
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One potentially effective approach: amending the U.S. tax code to better encourage and assist older adults and
their families in taking personal responsibility for funding their own paid, in-home senior care (hereafter, simply
referred to as “home care”).
Specifically, for those using home care, we would propose the implementation of a tax credit/deductibility
provision similar to that enacted for child care—an important change to the U.S. tax code that has made
child care affordable and practical for millions of families. Such a move would help save increasingly scarce
public funding, while at the same time relieving significant personal and financial pressures on U.S. families, their
employers, and society.

Section III

HOME CARE: A COST-SAVING STOP ON THE
SENIOR-CARE CONTINUUM
Home care is one increasingly popular and effective senior-care option that would become more affordable as
a result of this type of tax reform. It’s also economical, averaging about $18 per hour nationally.12
That’s good news for U.S. seniors, their families, and the government, since a recent study commissioned by the
Home Instead Senior Care® network has demonstrated that the benefits of home care are myriad, and its cost
effectiveness can be significant.
This groundbreaking Value of Caregiving at Home (or VCH) study—which was conducted by the Boomer Project,
a Richmond, VA, research-consulting firm—compared the quality, effects, and amounts of care being received
by U.S. seniors whose families were using home-care services with that being provided to older adults by family
members only. Following are some major findings:

1. Supplementing Seniors’ Medical Care Less Expensively
Within the home-care group of seniors studied, 65 percent of these older adults were using only less-expensive
home-care services to meet their care needs. And, while the other 35 percent were being cared for by
some combination of clinical professionals such as physicians, registered nurses, licensed practical nurses,
home-health nurses, and/or physical or occupational therapists, they too were receiving in-home services
from less-costly home-care personnel.13

This same research actually showed that the use of home
care is associated with a lower rate of in-office doctor’s visits
by care recipients—potentially helping to save on healthcare
expenditures while also improving these seniors’ quality of
life. Overall, this VCH study found that on average, seniors in
this group will require about 25 percent fewer doctor’s visits
each year (12.5) than will those older adults who don’t use
home care (16.6).14
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2. Fewer Doctor’s Visits: Lower Costs, Improved Quality of Life				
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Most notably, however, during the prior 12 months, among
those seniors with serious forms of Alzheimer’s disease or other
dementias, this difference was 10.2 doctor visits for those with
home care versus 19.2 visits for those without.15 Medicare typically
pays three times as much to care for a senior with Alzheimer’s as
it does to provide care for another older adult,16 so the use of
home care with these patients might save this national entitlement
program significant sums.

3. But Overall, Still More Care…				
This did not mean that these seniors received less care, however.
In fact, this study showed that per week, recipients of home care
typically will receive more overall hours of care (this includes
paid and unpaid care—both medical and non-medical) than will
those older adults who don’t use these services.
In fact, this comparison is startling. Seniors in the home-care
group received an average of 87.9 hours of care a week, as
compared to 35 hours for those in the non-home-care category.17

4. And Better Care
Interestingly, those family caregivers who participated in this
study attested to this when they rated the overall quality of
in-home care being received by these older adults. For those
seniors using home-care services, 78 percent of caregivers rated
their recipients’ overall quality of care as being “very good” or
“excellent.” In contrast, caregivers for those seniors not using
home care assigned these ratings for care quality in 70 percent
of cases.18
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Thus, these family caregivers actually believe they can do a better job caring for their seniors when they
have help from home-care professionals. Now, when one considers the millions of families across the U.S.
who are providing and/or arranging care for older adults, this finding takes on real significance—especially
when evaluating the merits of giving Americans tax-related help that would make it easier for them to afford
home-care services.

5. It Also Can Help Family Caregivers Keep Their Jobs
This VCH study also found that home care may confer another financial benefit upon families and the
government by helping informal caregivers remain employed, thus improving their capacity to generate
personal income, and, thereby, to pay taxes. Specifically, of those family caregivers using home care, 71 percent
were working—51 percent of them full time. These numbers were slightly lower for the non-home-care
group: 65 and 49 percent, respectively.19
In addition, home care may help mitigate some of the financial sacrifices that appear to be associated with
being an “employee caregiver.” While 81 percent of caregivers in both groups indicated that they had lost
wages as a result of their caregiving responsibilities, those in the home-care group did almost 25 percent
better in maintaining their prior income levels than did their non-home-care counterparts. 20
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Section IV		

									

ALSO PROVEN TO SAVE HOSPITAL DOLLARS
Another recent study commissioned by the Home Instead Senior
Care network—this one by Professor Frank Lichtenberg of
Columbia University—found that the U.S. may have saved as much
as $25 billion in total hospital payroll costs in 2008 thanks to the
growth during the previous decade of home-health care21 (a U.S.
Government job category that includes home care).
Specifically, in this research project entitled Is Home Health Care a
Substitute for Hospital Care?, Professor Lichtenberg estimates that,
“The reduction in hospital payroll associated with a $1,000 increase
in home-health payroll is not less than $1,542, and may be as high
as $2,315” (this estimated $25-billion reduction in 2008 is based on
the higher of these two numbers.)22
Consequently, Professor Lichtenberg tested the hypothesis that
hospitals tend to discharge patients sooner when home care is
available to them. The data confirmed this: from 1998-2008, the
mean length of hospital stays declined 4.1 percent. The estimates
indicate that this was due to the increase in the fraction of hospital
patients discharged to home-health care: 9.9 percent in 2008,
up from 6.4 percent in 1998. Thus, in 2008 alone, these shorter
hospital stays produced an estimated savings of $14.9 billion. 23

U.S. may have saved as
much as $25 billion
in total hospital payroll
costs in 2008 thanks to
the growth during the
previous decade of homehealth care

Therefore, he said “it is a reasonable calculation” that on a national basis, further such hospital savings will be
realized in the future if the use of home care continues to grow. 24

Section V 										

MAKING AN ALREADY DESIRABLE SENIOR-CARE
SOLUTION MORE AFFORDABLE
Finally, a third study commissioned by the Home Instead Senior Care network—also by the Boomer Project—
indicates that if home care were afforded tax-favored status, many American families would use more of this
service than they already do, or would plan to do.
This new Market Economics Study found that:

61%

of those participants already using home care said that if related expenditures could be granted
new/expanded tax-favored status, they would be able to get more paid care for their seniors.

58%

of those respondents in the family-care-only group said that if they did have paid care, such tax breaks
likely would enable them to afford more hours of service than they otherwise would purchase.25
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Section VI		

										

IN SHORT: 										
WHY IT’S RIGHT TO TAX-FAVOR SENIOR CARE
1. Aligning 20th-Century Policy with 21st-Century Reality
The geriatric “tidal wave” hitting the U.S. means that it’s time to revise tax policy accordingly.

2. Senior Care Is the “New Child Care”
Starting in the 1960s, shifts in demographics and employment saw more two-income families—which
brought new energy into the workforce and increased the labor pool, but also raised an important question:
how to care for the children?
At that point, an important new provision was written into tax policy which provided credits and deductions
for child-care expenses—whereupon millions of families found that child care was newly affordable and
practical. Today, we face a similar challenge; this time it’s our older adults who need the care.

3. Making Care Affordable and Restoring Equity						
While home care often is the lowest-cost (and usually, preferred) senior-care option, it still can be difficult
for some seniors and their families to afford. That said, the average cost of home care is less than $20,000 a
year (a number based upon the use of three hours of service daily—a common industry figure—priced at an
average of $18 per hour), as compared with more than $70,000 per year for a skilled-nursing home.26 Thus,
on an annual basis, this latter senior-care option turns out to be about 250-percent more expensive. 		
														
Moreover, one projection has suggested that by 2030, the average annual cost for nursing-home care in the
U.S. could reach $190,000.27 Consequently, it seems paradoxical that home-care services for older adults do
not receive the same type of tax-favored treatment that’s afforded to more-costly institutional senior care.

4. Helping Seniors and Their Families Be Better Prepared 					
Unfortunately, industry research shows that about half of U.S. seniors and some three-quarters of their
children are not actively planning for, or even thinking about, senior care. 28 Obviously, then, tax-favoring
senior care would be an important step toward helping older adults and their families make better and
more-educated home-care choices now, and in the future.
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Section VII

AND WHY HOME CARE
IS AN EXCELLENT SENIOR-CARE OPTION
This paper has demonstrated that care provided in U.S. seniors’ homes—almost invariably, their preferred
venue—is associated with outcomes such as the following:

1. Effectively and affordably augmenting the medical care being received by these older adults, and, in many
cases, offering the only care modality these seniors even need;

2. Helping seniors minimize their number of annual doctor’s visits, potentially saving healthcare dollars while
improving these older adults’ quality of life;

3. Helping families maximize the amount and quality of care they’re providing for their seniors;
4. Helping family caregivers remain in the workforce, and mitigate the financial sacrifices they may make in
conjunction with providing informal senior care; and,

5. Enabling hospitals to discharge older patients to their homes sooner than would otherwise be the case—
which in 2008 alone saved the nation an estimated $25 billion in associated costs.
Finally—and very importantly—the more affordable that home care becomes, the more attractive and more
accessible a care option it will be for American seniors and their families.

Section VIII

THUS, A POLICY-LEVEL IMPERATIVE
In conclusion, then, as the number of older Americans rapidly expands, home care could well play a vital role in
making sure seniors receive the necessary and appropriate care—this despite the fact that the U.S. healthcare
system is already stretched thin in terms of both funding and staffing (a trend that likely will become more
pronounced in the approaching decades).
This consideration becomes even more important in light of our national efforts to minimize the premature
institutionalization of seniors in favor of helping these older adults remain happy, healthy, and independent in their
own homes. Thus, in the U.S., it will be an important policy-level imperative to determine how best to make
this very sensible and increasingly popular approach to senior care as economical as possible for families across
the nation.
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