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INVESTING IN FAMILIES TAKING CARE OF ELDERLY PARENTS

With the rising costs of health care and erosion of retirement
savings from traditional pensions, many American seniors
find themselves in a financial bind when they need
unexpected medical care and must turn to their family
members for emergency assistance. Often, their children
have children of their own, and are juggling the rising costs
of education and health care within their own household.
The financial squeeze felt by these families in the “sandwich
generation” who are taking care of both their parents and
their children is likely to become more prevalent in the future
as the population changes.
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Women Are More Likely Than Men To Provide
Support To Aging Parents. Women represent more than
two-thirds of adults providing substantial assistance to elderly
parents.* Almost half of women between the ages of 43
and 54 provided some form of support to an aging parent.®
On average women who provide care to aging parents curtail
their hours of paid work by 43 percent in order to do so.°
Women belonging to the sandwich generation provide an
annual average of $1,521 in financial support to elderly
parents and spend 23 hours a week (1,210 hours a year)
on average providing care to elderly parents.’
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Out-of-Pocket Health-Related Expenditures Exceeding $5,000
Percent of Elderly in Middle Income Families With Out-of-Pocket Costs
Exceeding $2,000, $5,000 and $10,000

Pressure on the “Sandwich
Generation.” Skyrocketing
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$10,000 baby boomers are forced to
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78 million baby boomers approach retirement and more
women start having children at later ages, these numbers
are expected to increase. The number of aging parents per
worker between the ages of 45 and 54 is expected to double
by 2035 to 1.74 parents per worker.?

care costs. From 1992 to 2004, the percentage of
households 55 and older with more debt than assets grew
faster than the rate of the overall population. Among
households 65 and older, the average amount of credit card
debt more than doubled from 1992 to 2004, to $4,907.8
These trends will impose substantial financial obligations on
the “sandwich generation.”
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Policy Proposal

Under current federal tax law, taxpayers cannot always claim the Dependent Care Tax Credit (DCTC) for
out-of-pocket care-giving expenses paid on behalf of an elderly relative. The Dependent Care Tax Credit
(DCTC) applies only to day care expenses for a child under age thirteen, or for expenses paid on behalf of a
spouse or other dependent living in the taxpayer’s home. It does not apply to expenses paid on behalf of an
elderly relative who requires temporary or emergency personal care for an illness or needs ongoing medical
help on a sporadic basis.

Under the Middle Class Opportunity Act of 2007 (S. 614), the DCTC would be expanded to include care-
giving expenses paid on behalf of a parent or other elderly relative, even if they do not qualify as a dependent
under the residency requirement of current tax code. If the residency requirement is eliminated, the maximum
credit available to families making $43,000 or more that are caring for two elderly parents would be $1,200

per year.
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