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Executive summary

Informal care is generally defined as unpaid care
provided to older and dependent people by a per-
son with whom they have a social relationship, such
as a spouse, parent, child, other relative, neighbour,
friend or other non-kin (Triantafillou et al., 2010).
This care is too often overlooked by researchers
and policymakers and is frequently not systemati-
cally recorded or monitored given its ‘informal’ na-
ture. The challenges posed by population ageing
nevertheless call for efforts to assess the value
of these invisible and growing care responsibili-
ties, which put greater pressure on carers across
Europe. While studying informal care, it is import-
ant to adopt a broad perspective so as to provide
a comprehensive description of the social and
economic costs of informal carers’ involvement in
care toward a family member, friend or neighbour.
Researchers and policymakers therefore need to
acknowledge and evaluate both the contribution of
informal care to the overall production of care as
well as its impact on carers’ social and profession-
al life in order to comprehensively appreciate the
share contributed by carers within the total costs
of care.

The main economic costs borne by informal care
cover three different domains: “Employment con-
sequences, Out-of-pocket expenses and Caregiv-
ing labour” (Keating, Lero, Fast, Lucas & Eales,
2013). In this report, we focus chiefly on the eco-
nomic value of “caregiving labour” (i.e. the in-kind
contribution made by carers) which is an import-
ant part of the total costs of care as a whole and
of informal care.

In economic literature, valuation methods are pri-
marily used to compare the cost-effectiveness
of various healthcare interventions in order to in-
form the decision-making process. Yet, by failing
to consider the costs borne by informal carers,
these economic evaluations may favour interven-
tions that involve the transfer of costs from the
public health payer to the private sphere (e.g. ear-
ly hospital discharges at home). Including the in-
formal care dimensions in economic evaluations
of healthcare interventions is therefore crucial to
prevent placing additional pressure on informal

carers. In recent years, various attempts to eval-
uate the costs of informal care have been made.
However, to date, there is no unified and widely-ac-
cepted method available to evaluate this form of
non-market production.

Two core groups of economic valuation methods
exist to assess the value of “caregiving labour” (i.e.
the in-kind contribution of carers).

" methods build on the value of the effort
input or value of a corresponding good available on
the market’, without considering the carer’s prefer-
ences. Other methods seek to include the negative
and positive aspects of providing care from the in-
formal carer’s perspective. These are the

' methods (the Contingent valuation
method and the Conjoint measurement method?)
and the ’ " method. Table 1 below pro-
vides an overview of the existing methods, their
valuation principle, strengths and shortcomings.

While valuation methods that aim to capture the
carer’s preferences (‘Stated Preferences’ methods)
seem appealing at first, they raise a series of com-
plex scientific and political questions. The ‘Con-
tingent valuation’ method is particularly appealing
because it alludes to the burden of care, a dimen-
sion not addressed by any other method. Never-
theless, it may not be sensitive enough to assess
the entire impact of informal caregiving on carers
themselves. Moreover, our research underlines
that valuation methods that consider both the pos-
itive and negative aspects (utility/disutility) of care
from the carer’s perspective may ultimately yield
lower results than methods that disregard these
aspects. This holds consequences from a policy
perspective since initiatives building on some of
these methods may effectively underestimate the
objective impact of care on carers and have detri-
mental effects for carers.

On the other hand, methods that do not consider
the carer’s preferences seem to primarily consider
informal care as a burden. The ‘proxy good’ meth-
od may be interpreted as the valuation of the plau-
sible costs of care to support care recipients at
home'? should informal carers defect (as a result
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of an anticipated choice to stop providing care, or
an unexpected halt due to health problems, hospi-
talisation or death, for example) (Paraponaris, Da-
vin & Verger, 2012).

The ‘opportunity cost’ method assesses the val-
ue of informal care by considering the wage rate
of working carers to value the activities they for-
go due to the time they spend providing care. This
method provides a complementary insight into
the economic value of what individuals have re-
nounced to provide care. Yet, use of this method is
problematic when it comes to non-working carers.
For people of working age, the value of a poten-
tial or minimum wage could be used as a suitable
proxy. For retirees, ‘Stated Preferences’ methods
may be useful for overcoming the absence of la-
bour market participation.

As such, the ‘proxy good’ method offers a good
perspective on the costs of informal care and, un-
like the ‘opportunity cost’ method, allows various
types of carers to be considered — whether active
in or outside of the labour market. This again holds
important political implications since the method
gives a much more comprehensive and realistic
view of the value of informal care.

Given the multiple societal questions informal care
raises, we argue that each method studied in this
report provides a specific take on the economic
value of informal care. The ideal valuation method
of informal care should thus build on a mixed ap-
proach that considers the typology of situations in
which carers may find themselves.



Chapter 1
Introduction

Scope of the report

Informal care is generally defined as unpaid care
provided to older and dependent people by a per-
son with whom they have a social relationship,
such as a spouse, parent, child, other relative,
neighbour, friend or other non-kin (Triantafillou et
al., 2010).This care is too often overlooked by re-
searchers and policymakers and is frequently not
systematically recorded or monitored given its ‘in-
formal’ nature and the fact it takes place in the pri-
vate sphere. The challenges posed by population
ageing nevertheless call for efforts to assess the
value of these invisible and growing care responsi-
bilities, which are putting greater pressure on car-
ers across Europe. Similarly, both researchers and
policymakers need to acknowledge and evaluate
the contribution made by informal care to the over-
all production of care in order to appreciate carers’
share in the total costs of care.

The main economic costs of informal care borne
by informal carers cover three different domains:
“Employment consequences, Out-of-pocket expens-
es and Caregiving labour’ (Keating et al.,, 2013).
In this report, we focus on the economic value of
“caregiving labour” (i.e. the in-kind contribution of
carers), which is an important part of both the to-
tal costs of care and the total economic costs of
informal care.

Different methods seek to assess the value of
non-market commodities and have been applied to
informal care. This report aims to review them and
identify their strengths and weaknesses. We first
describe the key principles underpinning the exist-
ing valuation methods of informal care and then
present the theoretical and practical issues identi-
fied in the literature and by the authors. The report
also makes some recommendations concerning
the use of these methods. Beyond the consequenc-
es felt by informal carers themselves, informal care
may affect the whole of society to various degrees,
from the micro (families, employers) to the macro
level (social security, public healthcare insurance,
social care budgets). Still, it is important to note

this report does NOT capture all of the social and
economic effects of informal care on the stake-
holders involved. The report’s scope is limited to a
valuation method for informal care.

The research questions explored in this report
include:

¥ Which are the existing methods for valuing in-
formal care?

> What are the theoretical and practical issues
each method raises?

2 In which context are these methods consid-
ered (economic evaluation or not)

> What are the estimated values of informal care
according to each method?

¥ Which recommendations can be made based
on this analytical overview?

Informal care

What is informal care and who are
informal carers?

The EUROCARERS network defines informal carers
as people of all ages who provide (usually unpaid)
care to someone with a chronic disease, a disabili-
ty or any other long-lasting-care needs outside of a
professional or formal context (Eurocarers, 2018).
So, a trained nurse may well qualify as both a for-
mal carer in the workplace and an informal carer
at home while providing care to a dependent par-
ent. Recent research shows informal carers across
the EU provide over 80% of all care (Hoffmann &
Rodrigues, 2010). Care usually takes place within
social relationships — the majority of carers are
parents, partners, children, grandchildren, sib-
lings, friends or neighbours. Because caring activ-
ities depend on the needs of the person requiring
care, there is often no limit on the amount of care

Analytical Review of Existing Valuation Methods 2018 7



provided or the time spent caring. The role played
by informal carers in the provision of care is signif-
icant and carers are likely to face more and more
pressure as the consequences of demographic
ageing on the prevalence of chronic diseases and
the sustainability of care systems unfold. Infor-
mal carers are involved in non-market production
of care and their actual contribution to the total
costs of care needs to be assessed in a valid and
reliable way. In recent years, various attempts have
been made to evaluate the costs of informal care.
However, to date, there is no unified and widely-ac-
cepted method available to evaluate this form of
non-market production.

The contributions of carers

Various methods have been developed to assess
the value of non-market commodities and have
been applied to informal care. When it comes to
measuring the economic value of “caregiving la-
bour” (i.e. the in-kind contribution of carers), one
finds two main categories of economic valuation
methods.

The first category does not consider the actual
preferences of carers. It consists of *

" methods which aim to assess the
value of the effort input or of the corresponding

good available on the market™3.

"methods can be sub-divided into the ‘oppor-
tunity cost’ method and ‘replacement cost’ method
(also known as the ‘proxy good’ method).

The second category of methods seeks to include
the negative and positive aspects of providing care
from the perspective of the informal carer — it in-
corporates * "methods and the
‘ " method. * " meth-
ods can be broken down into the ‘Contingent val-
uation’ method and the ‘Conjoint measurement’
method™.

Overview of effects of informal care
Consequences for informal carers

While studying informal careitisimportant to adopt
a broad perspective so as to be able to compre-
hensively describe the social and economic costs
of informal carers’ involvement in care given to a
family member, friend or neighbour. The multi-fac-
eted impacts and consequences of informal care
on carers must themselves be considered. For
example, the extent and intensity of the informal
care given may intersect with other social roles
the informal carer may be playing; carers may face

Figure 1. Economic costs of informal care for informal carers

Carers direct
contributions

Out-of-pocket

expenses

Revealed Preferences

Value of

caregiving
labour

Methods considering
—  both negative and
positive impacts of care

B Methods ‘

Opportunity cost method

Replacement cost method

Contingent validation
Stated method
Preferences
Methods Conjoint measurement
method
Well-being
Method

Employment consequences

Figure drafted by authors, please cite: Cés S., Hlebec V., Yghemonos S., 2019, p. 8
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exhaustion due to lack of respite; they may experi-
ence negative health and well-being outcomes or
have trouble combining a demanding profession-
al career with challenging caregiving responsibili-
ties; they may reduce paid working hours or leave
formal employment altogether in order to provide
more informal care; they may also suffer financial
issues due to out-of-pocket financial contributions
made to the costs of formal care; they may experi-
ence family tensions as a result of their caregiving
responsibilities; they may face discrimination at
work, etc. On the bright side, informal carers may
also derive positive feelings from their involvement
in the non-market production of care. All of these
aspects and the significant contribution given by
informal carers to the total costs of care are never-
theless very often ignored, and rarely systematical-
ly monitored and assessed.

Consequences for other stakeholders

A commitment such as that made by carers may
also affect stakeholders outside of the care rela-
tionship on different levels: meso level, issues re-
lated to work-life balance, productivity, absentee-
ism, presenteeism, turnover or tensions between
employees as a result of a staff member’s informal
caregiving responsibilities can entail both organi-
sational and financial costs for employers. On the
macro level, the prevalence of informal care may
influence the level of healthcare expenditure, in-
crease the cost and impact of sick leave and the
labour market as a whole (for working carers and
carers of working age). The gender dimension here
is very strong since women are more likely than
men to be required to assume care responsibilities
for elderly family members with long-term care
needs and are thus far more likely to reduce their
working hours in the formal economy. As a result,
mothers and women with caregiving responsibili-
ties experience the highest employment gap and,
according to the latest report on equality between
women and men in the EU', more than 19% of
women who do not work left the workforce due to
caregiving responsibilities. These aspects perfect-
ly illustrate the invisible costs of informal care.

Importance of the informal carer’s
perspective in economic evaluations

In economic literature, valuation methods are
primarily discussed in view of their relevance to
economically evaluating healthcare interventions.
The aim of such evaluations is to compare both
the costs and effects of various interventions in
order to inform the decision-making process on
the best option for financing. When healthcare

interventions are expected to impact informal car-
ers, the impact assessment of the said interven-
tions should also seek to capture the (positive and
negative) effects on informal carers. “In economic
evaluations that take the societal perspective ev-
eryone affected by an intervention should be con-
sidered and all significant outcomes and costs
that flow directly or indirectly from the intervention
should be counted regardless of who experiences
the outcomes and costs” (van den Berg, Brouwer,
van Exel & Koopmanschap, 2005).

It is crucial to include the dimensions of informal
care in the economic evaluation of healthcare in-
terventions considering the risks of shifting the
related costs from public budgets on to families
(Drummond, Sculpher, Claxton, Stoddart & Tor-
rance, 2015). Indeed, by failing to consider the
costs borne by informal carers, economic eval-
uations may favour interventions that entail the
transfer of costs from the public health payer to
the private sphere (e.g. early hospital discharges
at home). Hence, it is recommended that econom-
ic evaluations of health interventions comprehen-
sively assess all of the effects and costs on all of
the relevant stakeholders. This process should in-
clude the perspective of informal carers, if relevant.

Methodology

While this research remains exploratory, the ob-
jective is to describe the main methods that have
been developed to value informal care, as well as
their biggest strengths and shortcomings.

The literature research was largely conducted
through use of the snowball method (i.e. from a
list of references of relevant articles) and was it-
eratively updated according to relevant topics
identified.

The qualitative analysis of the content of articles
was performed in NVivo 10. Coding through NVi-
vo allowed the various topics to be structured and
discussed, including a link to the original sources.
This enabled the consistency of the interpretation
to be checked with the original texts.

Analytical Review of Existing Valuation Methods 2018 9



Table 2. Overview of the different types of costs and effects of informal care for
relevant stakeholders

Informal carers Care recipient Other relatives

Assistance for Daily

Contributions | Perspective

> Informal care Life Activities and other
¥ Out-of-pocket expenditure related to services health needs (e.g. chron-
or goods aimed at the care recipient (healthcare ic diseases or palliative
consumption, home care services, housing expens- | care) /

es, etc.) Reduced or non-existent

unmet needs

5 ¥ Labour force partici-
a pation: exit or preclusion
S > Lower wages due to
-5 discrimination
= ¥ Working fewer hours
‘s | Negative effects on > Less career
5 | professional activity | progression
Z ¥ Reduced opportunity
of positions
> Risk of poverty
> Negative impact on
retirement income
Loss in health and . Impact on well-being
. Risk of abuse of relatives (spouses,
well-being .
children, ...)
Loss in social life and . .
- Family tensions
leisure
= -
© | New skills acquired May be used in search
g for employment
E Feeling of self-worth,
-— | Well-being (e.g. Self-es- | seeing oneself as a val-
G>) teem, etc.) ued member of family or
= informal network
8 Care provision may
- enforce emotional Emotional well-bein
Affective relationship attachment and under- S 9
. . social life
standing between family
members
Consequences budgets | Possible substantial financial help

Table compiled by authors, please cite: Cés S., Hlebec V., Yghemonos S., 2019, p. 10-11
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Employers

Social security

Others

> Loss of productivity (due to ab-
sences or psychological burden)

¥ Recruiting and training costs

> Organisational issues to ensure
temporary replacement of carers at
work

> Tensions between colleagues,
greater strain (turnover)

> Negative impact on users/clients

> Loss of fiscal incomes / threats
to social security in old age due to
smaller labour market participation

Y Sickness leaves

> Health care expenditure
> Sick leave

> May be valued by employers

Savings in formal long-term care:
> residential care facilities

¥ healthcare and social care services in the community
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Chapter 2

‘Revealed Preferences’

methods

‘Revealed preferences’ methods build on the value
of the effort input or corresponding good available
on the market, without considering the carer’s pref-
erences. Two methods are presented in this sec-
tion: the ‘opportunity cost’ method, which is based
on the input approach, and the ‘replacement cost’
(also called ‘proxy good’) method, which is based
on the output approach. These are the most com-
monly used methods.

‘Opportunity cost’ method

Valuation principle

This method values informal care according to the
benefit informal carers forego due to the time they
spend caring. “The value of unpaid work is commonly
set equal to the value of a competing use of time spent
on paid labour”(Krol, Brouwer & Rutten, 2013). Forgone
benefits are therefore approximated by the wage rate
of individuals, with the assumption being made that
the opportunity cost is below the cost of equivalent
care services available on the market (informal car-
ers would otherwise choose those services).

Distinction between activities

Time is a specific resource that cannot be saved and
is not extensible (Midy & Grignon, 2002). The time
available to someone can only be distributed be-
tween working time, unpaid housework, and leisure.
By providing informal care, informal carers give up on
spending time on any of these three activities.

The time spent caring is valued according
to the current wages of informal carers. This
means the value of leisure time and unpaid work
are seen as equivalent. From a theoretical view-
point, the estimated value of the time spent for un-
paid work (in this case unpaid care) and for leisure
should be different if carers experience harmful
effects from work activity. The ‘opportunity cost’
would then vary among between the three possible

1 2 Valuing Informal Care in Europe

uses of time and, ideally, the estimated value of
each option should be further explored. However,
in practice, valuation attempts do not differentiate
the three possible uses of time. Moreover, in or-
der to correctly estimate the opportunity cost, the
time forgone per type of time allocation would be
required, which of course would be extremely com-
plex. Against this backdrop, van den Berg suggest
a potential solution is to ask how carers’ time al-
location has changed since they became engaged
in care. The valuation method would then build
on assessments of the pre- and post-care time
allocation.

Distinction between employed and unemployed

Posnett distinguishes working and leisure time
(Posnett & Jan, 1996). For leisure time, (“leisure’
being all uses of time except paid employment”), two
types of activities are considered: “pure leisure ac-
tivity” or “household production”.

> if the studied individuals are employed, the ap-
propriate proxy to value pure leisure time would
be the net wage rate. For working time, the
gross wage rate would be used when no re-
placement is available and the net wage rate
when a replacement is available (i.e. in case
carers are replaced at work).

> As for carers who are otherwise unemployed,
the minimum wage rate at which a person
would accept employment should ideally be
known (unemployed carers usually value in-
formal care above this acceptable minimum
wage rate)(van den Berg et al., 2006). Posnett
proposed using the potential wage rate as an
appropriate substitute. However, for unem-
ployed people, this wage rate is the absolute
minimum rate at which they would accept em-
ployment since they do not work. The potential
wage rate depends on skills and experience
and requires individual data. Thus, to generalise
results the wage rate of the individuals stud-
ied may be insufficient if the sample group is



unrepresentative of the carer population (and
may only be useful for collecting data on time
forgone). A pragmatic solution Posnett propos-
es is to use the wage of professionals who pro-
vide comparable services (i.e. the ‘proxy good’/
‘replacement cost’ method). Since informal
care is mostly a quasi-market activity'® (Posnett
& Jan, 1996) the wage for equivalent services
provides an idea of the minimum value of “the
opportunities available for individual”.

Shortcomings of the ‘opportunity cost’
method

Determining the types of activity forgone

Such a method would ideally require the types of
activity forgone to be distinguished between pure
leisure time, unpaid housework, and working time.
This could be done by retrospectively assessing
the activity forgone (although for long-standing
informal care such a distinction might prove ex-
tremely complex) or by identifying the activities
that would otherwise be performed in the absence
of informal care (van den Berg et al., 2004).

Data collection on the different allocations of the
time forgone may be difficult for the various rea-
sons described below. First, the meaning of the
terms ‘Leisure’ or ‘Unpaid work’ is often unclear
for the surveyed individuals. On the other hand,
the alternative question: “what type of time allo-
cation would you prefer (between leisure, unpaid
work, paid work) if you were not involved in infor-
mal care?” seems to work better with respondents.
This question should therefore be preferred over
the retrospective one (which type of activities did
you give up as a result of your caregiving respon-
sibilities?), particularly when an informal carer has
made a long-standing commitment. Indeed, their
circumstances may have changed over time, e.g.
some may have retired and no longer work.

Potential biases

With the ‘opportunity cost’ method, some issues re-
main with respect to assessing the cost of informal
care (as described below). These include the cor-
relation between labour market participation and
informal care, the seemingly higher prevalence of
informal care among low-paid workers or the wage
rate differences that exist between working carers
and non-carers due to lost career opportunities.

¥ Regarding the correlation between labour mar-
ket participation and informal care, from a
theoretical point of view, individuals may very
well choose to provide care while engaging in

paid work. As a result, carers’ participation in
the labour force might be influenced by their
level of engagement in caring. Likewise, carers
determine their caring engagement according
to their labour force participation. These two
aspects are thus interdependent and individu-
als who do not work are actually more likely to
provide intensive care.

¥ Individuals with a lower wage rate seem more
prone to become a carer than others due to
lower opportunity costs. This partly explains
the gender dimension of informal care and the
high proportion of women involved in caring.

> Some of the differences in the wage rates
between working carers and workers without
any caregiving responsibilities could be linked
to the professional disadvantages generated
by informal care (e.g. career advancement/
job opportunities, salary rate) (Carmichael &
Charles, 2003; Heitmueller & Inglis, 2007).

Opportunity costs of leisure

Leisure is more often relinquished (Le Bihan-Youin-
ou & Martin, 2006) than formal work engagement.
Indeed, most informal carers are willing and deter-
mined to continue with their professional activities
for several reasons (financial, respite moments,
preserving their social identity). A reduction of
working time is usually seen as a last-resort solu-
tion by working carers. The wage rate of individ-
uals is therefore relevant for valuing leisure time
unless individuals experience detrimental effects
of working time. Different rates for working time
vs leisure time should be considered, even though
that is rarely the case.

Valuation for people in retirement

The value of informal care provided by carers who
are no longer active in the labour market is not de-
termined. Some solutions exist with respect to the
unemployed, but for people who are already retired
the problem remains unsolved. For them, the op-
portunity cost cannot be considered as null. The
wage given to formal carers could be used as an
indicator and would represent a minimum value
of the benefit (because of the possible satisfac-
tion derived from caring). Their retirement income
could also be used as a value of the benefit of in-
formal care from the carer perspective.

Finally, it is important to note the negative conse-
quences of informal care on informal carers’ own
health status (morbidities and mortality risk) are
not captured by this method.

Analytical Review of Existing Valuation Methods 2018 1 3



The ‘proxy good’ method
(or ‘replacement cost’
method)

Valuation principle

The ‘proxy good’ method (or ‘replacement cost’
method) builds on the assumption that formal care
is a substitute for informal care and that, conse-
quently, the value of informal care can be evaluated
via the cost of formal care. The time spent caring
is valued based on the market price of a profes-
sional who would theoretically replace the car-
er. This method relies on the hypothesis that the
informal care is equivalent to professional care as
regards quality and efficiency from both the car-
er and care recipient’s perspectives. The valuation
may differ according to the types of tasks carried
out (e.g. home care worker or nursing care). Here,
it is assumed that informal care, as a non-market
activity, has a professional equivalent.

Shortcomings of the ‘replacement cost’
method

Absence of standardised time measurement

This method mostly relies on the measurement
of time per task. Yet, informal care is a complex
social phenomenon and constructing a quantita-
tive indicator of time raises several issues. Most
surveys currently in use are lacking in comprehen-
siveness (important tasks, such as continence
management, and relevance are overlooked while
‘ordinary’ tasks like visiting friends or relatives are
included (Cés et al., 2017). For cohabitant carers,
domestic tasks are public commodities' - in oth-
er words, they have shared benefits — and should
therefore not be considered: “housework is not
needed because of the presence of the care recipient
as, in fact, carers would have to perform these tasks
anyway, even if the care recipient did not live there
anymore” (Ces et al., 2017). However, such a con-
sideration is rarely taken into account.

Choice of the valuation rate

In an ideal world, the time spent on each task should
be estimated and valued considering the different
wage rates of various professionals who would be
hypothetically called to replace informal carers.
Activities of Daily Living (ADL) - i.e. walking, feed-
ing, dressing and grooming, toileting, bathing, and
transferring — should be valued at a higher rate
than Instrumental Activities of Daily Living (IADL)
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- managing finances, transportation, shopping and
meal preparation, housecleaning and home mainte-
nance, communication, and medication — since they
would likely involve nursing care (e.g. trained care
professional or home worker, nurses...). This may
also vary according to the profile of the care recipi-
ent (e.g. in the case of dementia care, trained home
care workers may intervene more often). When it
comes to the organisational aspects of the support
and when the situation is particularly complex (e.g.
with neurodegenerative diseases), specific types of
professionals may be theoretically required to re-
place carers (e.g. case managers).

Other responsibilities excluded from the time
measurement

The ‘replacement cost’ method does not capture
some of the carer’s responsibilities which cannot
be properly reflected in terms of time spent car-
ing (e.g. being on call or decision-making) (Ces
et al., 2017). For such tasks, a valuation method
should be further developed to more realistically
reflect the cost of care relatives provide through
the ‘proxy good’ method (e.g. 24/7 services, legal
advisers, etc.). The extended role of carers may be
assumed by one or a combination of professional
substitutes, although this is likely to remain frag-
mented and imperfect.’®

Comparison of the ‘proxy good’ and
‘opportunity cost’ methods

When considering the type of information required
to assess the time spent on informal care and its
estimated value, it is fair to say the two methods
are comparable:

> First, avalid assessment of the amount of time
is required:

« type of time forgone (leisure, unpaid work,
paid work); or

« amount of time spent caring, per task.

> Second, the value of informal care is assessed
using estimated prices.

For van den Berg (2006), time measurement
seemed more valid based on the time spent per
task than on the time forgone to provide informal
care. An important issue van den Berg raises is the
way of assessing the time spent per task: retro-
spectively or by use of a diary. The latter may prove
to be more efficient but may also be too time con-
suming for large-scale data collection.



Chapter 3

Methods considering
both the negative and
positive aspects of
informal care from the
carer’s perspective

‘Stated Preferences’
methods

These methods seek to include the negative and
positive aspects of giving care from the perspec-
tive of the informal carer. They can be broken down
into the ‘Contingent valuation' method and the
‘Conjoint measurement’ method.

‘Contingent valuation’ method

This method was originally developed to value en-
vironmental goods™ and has since been applied
in the area of health to value the benefits of new
products and measures for consumers (such as a
new technical device). The objective is to assess
both the costs and benefits of non-market goods
to optimise the decision. The value is determined
by consumers’ preferences for different hypo-
thetical choices (‘ ). Applied
to informal care, this method allows a better ap-
proximation of the value informal carers attribute
to their commitment. The Contingent valuation
method’s biggest advantage is that it integrates in-
formal carers’ actual preferences.

Valuation principle

Few studies have tested the Contingent valuation
method as applied to informal care (de Meijer,
Brouwer, Koopmanschap, van den Berg & van Exel,
2010; van den Berg, Brouwer, et al., 2005).

Two different forms of evaluation are possible,
Willingness to Accept (WTA) and Willingness to
Pay (WTP). Willingness to Accept concerns “the
valuation of the full impact of providing infor-
mal care on the informal caregivers by asking
what minimum monetary compensation they
require to provide an additional hour of infor-
mal care per week” (van den Berg, Brouwer, et al.,
2005). Willingness to Pay (WTP) concerns the
amount people are prepared to pay to reduce
the total amount of caring time by 1 hour per
week. It is important to note the funding source is
different for each of these options. Willingness to
Accept (WTA) refers to public funding while Will-
ingness to Pay (WTP) refers to out-of-pocket ex-
penditure. Both forms were tested by De Meijer (de
Meijer et al., 2010).

The Willingness to Accept (WTA) method assumes
that an additional 1 hour of care would require fi-
nancial compensation that would represent the net
difference between the additional benefit and the
costs of care. This method has been tested on two
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samples. The first included spouse (mostly male)
informal carers for rheumatoid arthritis (van den
Berg, Brouwer, et al., 2005), while the second con-
cerned a pooled dataset collected from carers and
their care recipients? (de Meijer et al., 2010).

Different types of data were collected in the two
studies:

> first, the type of care carers would prefer to
provide — housework, personal care, support, or-
ganisational tasks, social support or other; and

> second, the minimum amount of money that
should be received from the government to pro-
vide an additional 1 hour of care.

Shortcomings of the Contingent
valuation method

Sensitivity confirmed...

The Contingent valuation method applied to in-
formal care should vary according to the different
drivers of the carer's circumstances: “A method
capable of capturing all relevant aspects of informal
care should ideally be sensitive to the di erent cir-
cumstances informal caregivers are faced with and
reflect the true preferences of informal caregivers”
(van den Berg, Brouwer, et al., 2005).

The valuation method’s sensitivity is documented
as follows (van den Berg, Brouwer, et al., 2005):

> The monetary compensation is higher:

« when the person does not want to provide
any additional hour,

» when they have asked for more professional
support,

« when residential care has been opted for
(care recipient on a waiting list),

« for higher income levels.”!

> The monetary compensation is lower when:
- carers have flexible paid work,
« the care recipient receives professional care,
« care-derived self-esteem is present, and

- the care recipient has a higher quality of life
(as perceived by informal carers).
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In the De Meijer study (2010):
> WTPis higher:

- for organisational tasks, so too is mobility,
personal care, social (lower WTP for domes-
tic help),

« for health (positively associated up to a
score of 85, for persons feeling with deteri-
orated health status and in the 12 months
before), and

« among people with a higher income (own
child care recipient), or the holder of funding
(personal care budget).

> ‘Willingness to Accept’ is positively associated
with “a subjective burden, a high education lev-
el, an above-average income, having domestic
help, paid work, as an alternative use of time,
taking care of a person with either physical or
mental health problems, taking care of a per-
sonal care budget-holder, and a preference for
organizational tasks”, a long-lasting caring en-
gagement (positively up to 13 years).

> Some differences are observed with regard to
the age of the carer. This result is consistent
and reflects two different situations for carers
aged between 18-64 years old and above 64
years old.

...but not for all dimensions of the carer’s
circumstances

> Higher financial compensation is required
when other carers are involved or when other
carers have a better quality of life.

> No higher WTA is associated with the time
spent caring or some of the tested dimensions
of the burden such as financial problems, dis-
rupted schedule, lack of family support, loss of
physical strength, total subjective burden.??

Research shows the valuation method is not sensi-
tive to the amount of time spent on caring (van den
Berg, Brouwer, et al., 2005). Some hypothetical as-
sociations of the WTA in relation to specific dimen-
sions of informal care were not corroborated. In
particular, the overall subjective burden, health-re-
lated quality of life, and lack of family support were
negatively associated with the WTA while a posi-
tive association had been expected.



The de Meijer study (2010) shows that older carers
who have experienced health issues in the previ-
ous year and those with a higher education level
are more disposed to pay for professional care or
to receive a higher financial contribution to com-
pensate their caregiving responsibilities. When the
self-rated burden of care is high, informal carers
indicate a higher Willingness to Accept (WTA) to
provide an extra 1 hour of care. As for the dura-
tion of care, the WTA is higher for people who have
been engaged in caregiving activities for less than
13 years and decreases after that.

Methodological issues arising from the questions

¥ Research shows that in practice carers en-
counter difficulties in representing a margin-
al variation of 1 hour of care (Paraponaris,
d’Alessandro, Davin, Protiére & Tache, 2012).
In their day-to-day activities, such a difference
does not mean a tangible change in their time
schedule®® (particularly with high-intensity
care or for non-regular care provisions or when
only moral support is provided). The practical
advantages of change as a result of the lack of
support or a significant workload seem to be
the main drivers of carers’ WTP. The attributed
value is therefore more closely related to spe-
cific scenarios that respondents may imagine
than to the broad value of informal care.

> Inthe van den Berg study (2005), informal car-
ers first had to choose between the different
activities they wished to spend more time on
and then estimate the money compensation
they would be willing to accept to provide an
extra 1 hour of it. This proposition brings an
intrinsic limitation since carers tend to choose
the care activity they prefer/consider the least
difficult to perform. The obtained value of in-
formal care thus may be seen as more of an
indication of the minimum compensation
amount carers expect.

> Other limits relate to the activities they can
choose from. First, the list is quite limited (“(1)
Housework, (2) personal care, (3) support, (4)
organizational tasks, (5) social support, (6) | do
not want to provide additional care, and (7) oth-
er tasks, like...”), and not well defined (“support”
or “housework”). The latter activity is question-
able since for cohabitant carers, housework is a
household public commodity - i.e. all members
of the same household jointly benefit from it. The
causal link between the loss of ability of the care

recipient and these tasks is therefore not obvious
for co-resident carers” (Cés et al., 2017). Indeed,
informal carers would in any case have to carry
out these tasks were they to live on their own.
Therefore, for cohabitant carers, housework
should be considered an ‘ordinary task’ rather
than an informal care task. The van den Berg
study described above gives some interesting
results in that regard: the majority of carers,
especially when they cohabit with the care re-
cipient, tend to select housework as the activity
they would like to spend more time on (64% of
the surveyed carers identified it as their favou-
rite task).

Considerations other than the carer’s preferences
The Contingent valuation method is based on hy-
pothetical choices that are independent of contex-
tual elements in order to reveal the carer’s prefer-
ences. However, responses may also be influenced
by other considerations (such as the care recipient
or family's preferences, moral/ethical consider-
ations) which might influence the results. More-
over, the proposed scenarios are only based on
variations of the informal care situation.

In reality, variations in formal care provisions
should also be addressed, particularly when the
level of care needs is high (a combination of both
formal care and informal care is then common)
which may also be considered by informal carers.

When it comes to the Willingness to Pay (WTP), re-
spondents provide a value which corresponds to
the tariff of home care services (Paraponaris 2012),
the co-payment of these services, the opportunity
cost (carer wage), or budget constraints. Carers
mentioned the dual costs of leisure: the costs of
providing for the replacement of care by a profes-
sional and the costs of the leisure activity itself.

The non-response issue or ‘protest answers’

The question is based on a hypothetical choice
which likely fails to reflect the true preferences of
carers. This issue is also prominent when there are
implications regarding future funding or financial
measures or when a misinterpretation of the ques-
tions might exist (respondents may fear they have
to pay). This method does not allow for the training
of carers and misinterpretations may be possible
(unstable .

Therefore, use of this method should be cautiously
assessed and applied in order to avoid biased an-
swers and, ultimately, biased results (such as the
context?* and the way the questions are formulated).
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In the setting of informal care, research shows that
carers were reluctant to provide an estimation of
monetary compensation (van den Berg, Brouw-
er, et al., 2005). They may also find it difficult to
set a price for the support they provide, for ethical
reasons. In the de Meijer study (2010), carers who
were “satisfied with the amount of care they provid-
ed were thus less likely to respond to CV questions”.
There might thus be bias since non-satisfied car-
ers may provide a higher value of informal care
than satisfied carers. Moreover, carers with a high
objective and subjective burden (and with a pro-
fessional activity, a co-resident) were less likely to
respond to questions about their WTP compared
to WTA. In the van den Berg study (2005), it was
noted that non-respondents were often older, the
partner of the care recipient, without any paid work
and with limited risk of financial problems.

Endogeneity of the estimated value

The results show the answers given by informal
carers are influenced by their income level?® (van
den Berg, Brouwer, et al., 2005). The value is influ-
enced by the professional disadvantages encoun-
tered by informal carers. There are some equity
considerations when applying this method in eco-
nomic evaluations since the cost for informal car-
ers may be underestimated.

Use in economic evaluations

According to van den Berg (2005), this method
provides an estimation of the cost from the carer’s
perspective that can be added to the cost part of
the cost-effectiveness ratio. Since the contingent
valuation method aims to capture the net differ-
ence between the costs and benefits of caring,
there is a risk of double accounting when incor-
porating other non-monetary outcomes (in the
effectiveness part of the ratio). In a cost-benefit
analysis, the results showed the monetary value is
not sensitive enough to capture all of the effects
for informal carers, particularly when the impact
on informal carers is the primary outcome (such
as psychological well-being). However, in the Mei-
jer study (2010), the sensitivity was better for the
WTA than in the van den Berg study, particularly for
psychological burden. For this reason, WTA should
be preferred over WTP.

Anchor bias

The way a question is formulated — as an open-end-
ed question or with predefined values — may in-
fluence the value estimated by respondents. Yet,
such bias is difficult to suppress.

In the case of informal care, two different answer
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formats were tested in surveys (van Exel, Brou-
wer, van den Berg & Koopmanschap, 2006): the
open-ended format, and the discrete-choice for-
mat with an open-ended follow-up question. It
seems the open-ended format generated slightly
higher values (although the difference was not sig-
nificant) whereas the response rate was higher in
the format of discrete choice with open-ended fol-
low-up. Another experiment using an open-ended
format showed that with the open-ended question
format the value is higher in WTP and lower in WTA
than with the bid format.

Other possible endogenous anchor bias may exist
in the value elicitation: the tariff of home care ser-
vices and the opportunity cost of informal carers
(e.g. the hourly wage rate). Van Exel showed that
the WTP is influenced by the tariff for professional
care while the WTA is by the opportunity cost of
carers.

The first drawback of the open-ended answer for-
mat is the frequency of non-responses, which is
higher than with the discrete-choice format. The
second drawback concerns the fact that other
considerations (endogenous anchor) may apply,
such as the proxy-good cost for the WTP or the op-
portunity cost for the WTA. The issue is therefore
to choose the most preferable of the two possible
anchor biases.

Conjoint measurement method (or
conjoint analysis or choice experiment)

Valuation principle

“One asks respondents, for instance, to rate different
situations or commodity descriptions, often called
vignettes, to reveal their preferences. The situations
differ according to some dimensions, called attri-
butes. If the price or cost is included as an attribute,
it is possible to derive implicit prices or costs for
each of the other dimensions. So a monetary value
of the good in question can be derived"?® (van den
Berg, Al, et al., 2005).

This method relies on the “Independence of Irrele-
vant Alternatives” hypothesis.?” The objective is to
estimate the marginal rate of substitution (Carls-
son & Martinsson, 2003) and, for the attributes, the
marginal Willingness to Pay (or to Accept) (derived
from the cost attribute). Van den berg used an or-
thogonal design: “..where the levels of each attri-
bute vary independently..” (Carlsson & Martinsson,
2003).



Data collection

Van den Berg (van den Berg, Al, et al., 2005) pro-
posed four situations (not aimed to reflect the
current situations of the carers) and asked to
rate them between 1 (worst imaginable) and 10
(best imaginable) (see the appendix). The result-
ing rate is supposed to be a proxy for the carer’s
satisfaction.

Van den Berg used a regression model to statisti-
cally model the proxy for carer’s utility which de-
pends on:

¥ The scenario attributes
« the number of informal care hours;

« light or heavy housework or personal care
(dummy variable: “1” housework, “0” person-
al care);

« the monetary compensation.

> And the characteristics of the informal carers
and the care recipients: Attributes of situations
vary and “the monetary compensation can be
derived” (as a specific attribute) from the sta-
tistical model.

The four situations vary according to:
> Theinformal care tasks:

« “Light house work”

» “Heavy house work”

« “Personal care”

> Informal care hours per day:

« from 1 to 3 (or 7 to 21 per week)

The implicit question in the four scenarios is about
the Willingness to Accept to provide more care
(not the WTP).

Additional data collected

Van den Berg (van den Berg, Al, et al., 2005) collect-
ed the following data:

> the duration of providing informal care (in years),

> the time spent caring for: housework; activi-
ties of daily living and instrumental activities
of daily living,

> health-related quality of life of both the carers
and care recipients (EQ-5D),

> for the subjective burden, the Caregiver Reac-
tion Assessment (without any sum score),

> for the overall subjective burden, a visual an-
alogue scale (“0” not hard to “100” much too
hard),

> cohabitant or not, and socio-demographic
questions.

Use in economic evaluation

Van den Berg recommended integration on the
cost side of the cost-effectiveness or cost-utility
of interventions that mainly target care recipients.
For informal carers, the method can be used as
part of cost-benefit analysis.

Shortcomings of the Conjoint measurement
method

This method requires advanced econometric mod-
els and has similarities with the * "meth-
od: the monetary compensation required to keep
the carer’s satisfaction constant for hypothetical
changes in informal care hours (with different con-
tents of care).

The results obtained are not expressed in absolute
but in relative values. Therefore, making a comparison
with results of the ‘Revealed Preferences’ methods
is not straightforward. Van den Berg found that an
increase by 1 hour would require compensation
of €1 “compared to an initial situation without a
monetary compensation ceteris paribus” (for 10
additional hours, €10 per hour). To explain the low
value, van den Berg considered that informal car-
ers derive utility from providing care. Moreover,
Van den Berg (van den Berg, Al, et al., 2005) tested
4 scenarios among carers who were already en-
gaged in high-intensity care (on average 27 hours
per week) while the different intensity of care in the
scenario remained lower (7, 14, 21 hours).

Other studies found higher values: €16.3 (Van Den
Berg, Al, Van Exel, Koopmanschap & Brouwer, 2008)
or€16.1 (2011, Netherlands) (Hoefman et al., 2018).

In the van den Berg study (2005), 30% of carers did
not respond. This issue should be carefully con-
sidered since rating the vignettes may be difficult.
Adding more scenarios may come at the expense
of a higher non-response rate. Professional inter-
views of carers instead of self-administrated ques-
tionnaires may improve the response rate.
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‘Well-being’ valuation
method

Valuation principle

This method aims to assess the negative and
positives effects of caring on the informal carer’s
well-being?® from her/his own perspective (carer
satisfaction).

Hypothesis on the concept of well-being

Since all possible costs borne by informal carers
are likely to impact their well-being, those related
to their caring role — such as their financial con-
tribution, the negative impact on their health and
well-being, the time spent on care, etc. — are in-
cluded in any valuation attempt.

Van den Berg explains the * " method?®
as follows: “the monetary value of informal care
is estimated by looking at the necessary in-
come (compensating variation) to maintain the
same level of informal caregiver’'s well-being
after providing an additional hour of informal
care”. In economics, this method is used to value
non-market commodities. Van den Berg proposed
use of this method for valuing informal care and
tested it. The well-being assessment is proxied by
the “self-reported subjective well-being”.

Two-step process

The valuation of the effects of informal care on car-
ers’ well-being is based on an econometric model:

> First, the effects of carers’ caregiving activities
and income on their well-being are estimated
through self-reported perceived well-being,
while controlling other possible factors that
may also influence well-being — i.e. the demo-
graphic and socio-economic circumstances
as well as the mental and physical health prob-
lems of the care recipient, if any.®

> Second, the variation in income required to
compensate the adverse impact of care and
maintain the same level of well-being after pro-
viding an additional 1 hour of informal care is
estimated. This represents the estimated val-
ue of informal care.

Regression modelling of well-being uses three
types of explanatory variables: the household’s
net income, the total number of hours of care pro-
vided per week, other individual characteristics
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likely to influence well-being (i.e. socio-economic
and demographic circumstances) as well as the
presence/absence of mental and physical health
issues of the care recipient.®' The level of well-be-
ing is expected to rise along with the household’s
income while it is supposed to fall in line with the
time spent caring. Carers may also derive bene-
fits from caring called “direct utility” (satisfaction,
self-esteem, etc.). In this modelling, the two oppo-
site effects are not assessed separately. Neverthe-
less, overall, the global effect of caring is assumed
to be negative.

The econometric model®? is built as following: the
compensating variation of income is lower for indi-
viduals spending more time on care than for indi-
viduals with fewer care hours. The negative impact
on the carer's well-being is more notable when
intensity of the care is low than when it is high -
the marginal loss of well-being indeed shrinks as
the number of care hours rises. The value would
be €11.9 per hour (in the Netherlands, adjusted for
2018, van den Berg 2007).

Data required
The data required for this method include:

Y detailed information on the amount of infor-
mal care provided (i.e. amount of time spent
caring),

> the carer's self-perceived well-being, which
touches on the happiness question® 34 (van
den Berg & Ferrer, 2007),

> the household’s net income (ideally in an abso-
lute value, not in intervals), and

> demographic and socio-economic

characteristics.®®

This method has the advantage of assessing the
current subjective well-being (not hypothetical
scenarios as occurs in the Contingent valuation
method).

Shortcomings of the ‘Well-being’ method
Theoretical criticism

This method is often criticised because it uses
subjective perceptions of well-being that may ne-
glect the objective difficulties individuals encoun-
ter (for instance, self-perceived well-being may
vary over time after an adverse event, the loss of
well-being may be more important right after its
occurrence than long after) (Ferrer-i-Carbonell,



2013). Moreover, individuals' perception of their
own circumstances may also be influenced by how
well they perform compared to others.

The * " method has already been used
to provide a monetary value for the loss of well-be-
ing in other contexts such as airport-noise issues
(Van Praag & Baarsma, 2004) or chronic diseases
(Ferrer-i-Carbonell & Van Praag, 2002). This valu-
ation method would nevertheless also be useful
to apply to informal carers. However, the method
requires that only individuals who are negatively
impacted by the issued under study be surveyed.
In the case of informal care, we therefore wonder
whether studying only the perception of informal
carers would be reliable given that any individual
may become engaged in caring responsibilities.
Consequently, it is fair to assume the absence of
respondents who are not yet involved or have cho-
sen not to become involved in caregiving activities
in any survey on informal care may lead to an un-
derestimation of the lost well-being and, therefore,
of its monetary value.3¢

Econometric modelling

Econometric modelling raises some important
considerations for discussion:

> The income compensation required for well-
off individuals is likely to be more substantial
since the well-being gain generated by addi-
tional income would be lower for them than
for low-income individuals (Ferrer-i-Carbonell,
2013). Since informal carers face restrictions
in career opportunities and lower salary rates®
(Carmichael & Charles, 2003), the value of in-
formal care obtained through this modelling
would also emphasise this issue.

> Providing care to someone with behavioural
issues due to a cognitive condition has signifi-
cant negative impacts on carers (Gaugler, Dav-
ey, Pearlin & Zarit, 2000; van der Lee, Bakker,
Duivenvoorden & Droes, 2014). An extra 1 hour
of care may have a different impact on the
well-being of a carer according to both the in-
tensity of the care provided and the presence/
absence of cognitive issues or mental health
problems.38

> The empirical relationship between well-be-
ing and the intensity of care may nevertheless
be more complex than an overall loss, some
thresholds may exist: i.e. first, low-intensi-
ty care may not lead to a loss of well-being
and, second, the threshold for when well-be-
ing starts to deteriorate may differ greatly

depending on the type of carer involved (e.g.
cohabitant or not).

Data collection

Extensive data must be collected to control for oth-
er potential confounding variables of well-being.
The concept indeed relates to various domains of
life: “health, financial situation, job, leisure, housing,
and environment”(Van Praag, Frijters & Ferrer-i-Car-
bonell, 2003). All things being equal, the econo-
metric model aims to assess the monetary value
of compensating mechanisms with regard to the
loss of well-being due to an extra 1 hour of infor-
mal care. All domains with a potential bearing on
well-being should thus be investigated.
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Chapter 4

Discussion and

conclusions

While research on the matter is still a work in prog-
ress, this report seeks to provide a brief overview
of the methods so far applied to assess the value
of informal care. In doing so, we delineate the ex-
tent to which these methods provide valuable in-
sights into the topic and we underline the (practical
or theoretical) issues each generates.

These methods can be grouped into two main
categories which take account of the negative
and positive impacts of care on the carers them-
selves from their perspective; in other words,
the preferences of the carers. Our work builds on
the idea that addressing the current and growing
care needs of the European population in a univer-
sal and equitable way will require a combination
of substantial investment in formal care services
and the development of support and empowering
measures targeting informal carers. Carers will
continue to play a significant role in the provision
of care in Europe in the foreseeable future and we
therefore believe their know-how and needs are
worth listening to.

Against this backdrop, the valuation methods that
aim to assess the carer’s preferences, i.e. the neg-
ative AND positive aspects of caregiving from the
carer’s viewpoint (‘Stated Preferences’ methods)
naturally piqued our interest. Our report is clear in
showing these methods raise particularly complex
questions, both academically and politically. Some
‘Stated Preferences’ methods offer interesting per-
spectives not captured by the ‘Revealed Preferenc-
es’ methods and which may be of interest for pol-
icy purposes. The ‘Contingent valuation’ method
is especially appealing as it alludes to the burden
of care, a dimension not addressed by any other
method. Yet, the method partly fails to assess car-
ers’ preferences since other considerations (like
ethical concerns or the carer’'s income level) may
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come into play and influence the results. The ‘Con-
tingent valuation’ method may hence not be sensi-
tive enough to assess the entire impact of informal
caregiving on carers themselves. Besides, more
research should be carried out on the different
profiles of care recipients (e.g. mental health con-
ditions, levels of cognitive impairment, functional
limitations, behavioural problems, chronic diseas-
es, etc.).

In economic literature, the different valuation
methods have mostly been discussed in the con-
text of economic evaluations of healthcare inter-
ventions.*® Researchers distinguish interventions
that principally target the informal carer and their
care recipient. In the case of interventions that fo-
cus on the care recipient, the challenge is to build
one single monetary indicator®® which would allow
both the negative and positive impacts on informal
carers to be captured in a comprehensive man-
ner (van den Berg, Al, et al., 2005; van den Berg,
Brouwer, et al., 2005) and would be incorporated
on the cost side of the cost-effectiveness ratio.*!
The ‘Stated Preferences’ methods could be used to
this end, but they lack sensitivity. Moreover, when
appropriate circumstances are in place, informal
carers may derive utility (i.e. satisfaction, self-es-
teem) from their caregiving role. Our research un-
derlines that valuation methods which consider
both the positive and negative aspects (utility/
disutility) of care from the carer’s perspective
may yield lower results than methods where
these aspects are disregarded, i.e. the

" methods (van den Berg, Al, et al,
2005; van den Berg, Brouwer, et al., 2005). This
holds deep implications from a policy perspec-
tive since initiatives building on some of the
! ' methods may effectively
underestimate the objective impact of care on
carers and ultimately have detrimental effects



for carers. Generally speaking, the idea that the
positive effects of informal care should be con-
sidered in the context of economic evaluations
1s also debatable since this aspect is not con-
sidered for market activities. Finally, it could be
argued that valuation methods building on the
preferences of carers assume that carers form
an integral part of the long-term care workforce
and are here to stay.

Beyond the requirements of economic evaluations,
the selection of the best methods should be ap-
proached in the setting of the broader discussion
on how to value non-market activities in the econo-
my. In reality, the question to be raised indeed con-
cerns the status held by informal care compared to
other market activities.

As highlighted in the report and above, the *

" methods (‘opportunity cost’
and ‘proxy good/replacement cost’ methods) do
not seek to capture the actual preferences of infor-
mal carers. Politically speaking, we argue these
methods seem to chiefly view informal care as
a burden that should ultimately be minimised
or only be addressed if/when carers become
unable to remain involved in caring. Among
them, the ‘opportunity cost’ method seeks to as-
sess the value of informal care by using the wage
rate of working carers and the time of activities for-
gone due to the caregiving activities. This method
gives a complementary insight into the economic
value of what individuals have renounced as part
of their provision of care. Yet, use of this method
is problematic for non-working carers (young and
older carers). For people of working age not ac-
tive in the labour market, the value of a potential
or minimum wage could be used as a satisfactory
proxy. For retirees, " methods
could be useful for overcoming the absence of
labour market participation (making the ‘Contin-
gent valuation’ method therefore interesting as the
most-commonly studied one).

In the ‘proxy good’ method, both professional and
informal care are assumed to be perfect substi-
tutes for each other from the perspective of both
informal carers and care recipients — which is, of
course, often far from the case. Still, the ‘proxy
good’ method can be interpreted as an approx-
imation of the plausible costs of care needed to
support care recipients at home*? should informal
carers stop providing care (as a result of an antici-
pated choice or, unexpectedly, due to health issues,
hospitalisation or death, for example) (Paraponar-
is, Davin, et al., 2012).

Since carers are likely to derive some satisfaction
(utility) from their caregiving activities and their
time schedule may be less constrained (especial-
ly for cohabitant carers), informal carers are likely
to spend more time on caring than trained profes-
sionals do. Thus, the administrative and transport
costs (time and means) should also be added to
the salary costs of formal/professional carers. It
is consequently difficult to conclude whether the
estimated value of informal care is on the upper or
lower end of the actual replacement cost by formal
care.

Another difference between the actual replace-
ment cost and the cost estimate relates to the type
of professional selected.®® In an ideal world, in or-
der to realistically assess the costs of substitution
between informal and professional care, different
salary rates should be used in studies that build
on the ‘Replacement cost’ method since certain
tasks may require the involvement of trained pro-
fessionals (e.g. nursing care). That would entail a
substantial data collection process in which the
information would be broken down by task. This
explains why most studies do not differentiate sal-
ary rates per task and, as a result, the wage rate
of a low-skilled professional is generally used.
Here again, the approach builds on the premise
of perfect substitution existing between what the
market provides and non-market work, which is
questionable. For instance, the estimated price of
a meal prepared by a relative may be much higher
than one prepared by a home care worker. Some
researchers therefore tend to consider the mar-
ket price as a minimal value of informal care
(“what would it cost society to provide an acceptable
substitute”) (Folbre, 2006).

Finally, it is important to note that many care recip-
ients would have no choice but to turn to residen-
tial care should informal carers be unavailable. For
highly-disabled care recipients (e.g. people with
dementia), the intensive level of informal support
provided at home can only be substituted by resi-
dential care, particularly for co-resident carers. If at
all possible, the ‘replacement cost’ method should
therefore seek to more accurately capture the ac-
tual replacement costs associated with both home
and residential care. However, this type of assess-
ment is rarely performed.

As such, the ‘proxy good’ method offers a good
view of the costs of informal care and, unlike
the ‘opportunity cost’ method, allows various
types of carers — be they active in or outside the
labour market — to be considered. This again
brings important political implications since
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the method offers a much more comprehensive
and realistic perspective on the value of infor-
mal care. On the downside though, given the data
currently available, the ‘proxy good’ method does
not yet allow a comparable overview across EU
member states. The method indeed depends on
market prices which — along with quality — tend to
vary differ from one country to the other. However,
this method also builds on measurement of the
amount of time spent caring, which could con-
stitute a good primary indicator for assessing
and comparing the magnitude of carers’ com-
mitment across countries (as recommended for
non-market activities in the Report on the Mea-
surement of Economic Performance and Social
Progress, commission Stiglitz-Sen-Fitoussi, 2009).

Of all methods explored in this report, the ‘Well-be-
ing’ method seems the least appealing. It indeed
builds on self-perceived well-being (which is diffi-
cult to measure) and the assumption that the lev-
el of the carer's well-being is correlated with the
household’s income. As a result, the income com-
pensation required for more affluent carers is likely
to be higher than for underprivileged ones for the
same type and intensity of tasks since the well-be-
ing gain generated by additional income would be
more limited for the former than for the latter. In
addition, with this method, the marginal loss of
well-being is inversely related to the increase in the
number of care hours.

Given the multiple questions informal care raises
for society, we argue that each method stud-
ied in this report provides a specific take on
the economic value of informal care. The ideal
method for valuing informal care should thus
build on a mixed approach that considers the
typology of situations in which carers may find
themselves. The ‘proxy good’ method could ulti-
mately be used to study all types of carers while
both the ‘opportunity cost’ and ‘contingent valua-
tion" methods may prove useful for including the
different circumstances of carers (working age or
not). Yet it should still be noted these two methods
remain insufficient for capturing the situation of
young carers.

Although there is no unified methodology to assess
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the value of informal care, various empirical stud-
ies have relied on some of the above-mentioned
methods and give a good overview of the immense
contribution carers make to care systems and
society as a whole. In Spain, Oliva-Moreno (Oli-
va-Moreno, Pena-Longobardo & Vilaplana-Prieto,
2015) estimated the value of informal care given
by the main informal carers to disabled people liv-
ing within a household at between 1.7% to 4.9% of
gross domestic product in 2008 (by using three
different approaches: the ‘proxy good’ method,
the ‘opportunity cost’ method, and the contingent
valuation method) for a monetary value ranging
from €23,064 to €50,158 million depending on the
method. In Ireland, the value of informal care was
estimated at 3.8% of the gross national product
in 2011 (through the ‘opportunity cost’ method)
(Hanly & Sheerin, 2017), making for a value rang-
ing from €2.1 to €5.5 billion. In the USA, the value
of informal elder care represented more than twice
the total expenditure on formal long-term care ser-
vices in 2011 (USS 522 billion by using the ‘oppor-
tunity cost’ method versus USS 211 billion for for-
mal long-term care services) (Chari, Engberg, Ray
& Mehrotra, 2015). In France, informal elder care is
estimated at €6.6 billion (using the ‘replacement
cost’ method) for 1999 which, at the time, repre-
sented 62% of the total costs of care (Paraponar-
is, Davin, et al., 2012). In Australia, the estimated
value of informal care represented 3.8% of the
gross domestic product (Deloitte Access Econom-
ics, 2015), making for a total of AUD 60.3 billion in
2015.



To conclude this report,
we advocate abroad perspective that
separately includes all the costs and effects
of care in order to be able to comprehensively de-
scribe the social and economic consequences of infor-
mal carers’ involvement in care given to a family member,
friend or neighbour (where the economic value of informal
care is one of the most significant parts of the total cost of care).
At the level of society, in view of the importance of the demo-
graphic changes that are expected it is crucial to routinely develop
and implement tools that enable all the consequences of informal
care for carers themselves and for all stakeholders involved to be
assessed. This would also allow for the more accurate evaluation
of the impact of innovative health/social care interventions or of
any new social policies.
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Endnotes
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13.

“The idea behind the output approach is to
equate the value of the output produced by un-
paid labour with the value of a corresponding
good produced in the market” (Sousa-Poza,
Widmer & Schmid, 1999).

Also known as conjoint analysis or choice
experiment

Folbre (Folbre, 2006) considers the ‘proxy
good’ method as an output approach and
emphasises the need to value the compara-
ble market service (quality and even better
by the price of similar goods, for instance
“the value of time devoted to cooking a meal
can be determined by asking what it could cost
to purchase a similar meal (or output) in the
market then subtracting the cost of the capital
goods, utilities and raw materials devoted to
that meal”.

“The idea behind the output approach is to
equate the value of the output produced by un-
paid labour with the value of a corresponding
good produced in the market” (Sousa-Poza et
al., 1999).

van den Berg, Brouwer & Koopmanschap,
2004

Oliva-Moreno 2015

de Meijer 2010

Alzheimer’s Disease, Gerves, 2014
Hoefman, van Exel & Brouwer, 2018

van den Berg, Al, Brouwer, van Exel & Koop-
manschap, 2005

van den Berg 2007

To note that a certain proportion of care re-
cipients would go to residential care in the
event of the absence of informal carers
since informal care is a substitute for resi-
dential care, particularly when informal care
is provided by a co-resident carer. Indeed,
intensive supervision provided by a cohabi-
tant carer allows care recipients to remain at
home (e.g. dementia). The ‘replacement cost’
method should ideally also better reflect the
real cost of replacement by considering the
two types of support, at home or residential
care. However, this type of estimation is rare-
ly performed.

“The idea behind the output approach is to
equate the value of the output produced by
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14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

unpaid labour with the value of a correspond-
ing good produced in the market” (Sousa-Po-
za et al, 1999).

Also known as conjoint analysis or choice
experiment

2018 Report on equality between women
and men in the EU

Except for the time of carers with the care
recipient “in travel, waiting, consultation,
treatment and rehabilitation” (Posnett & Jan,
1996).

“Household private commodities are con-
sumed by one individual solely, while all mem-
bers of the same household consume house-
hold public commodities jointly and therefore
benefit from increased activities in this area.”
(van den Berg et al., 2004)

This is not a normative judgement of profes-
sional care. This only means that, according
to the perspective of the informal carer and
the care recipient, professional care is not
equivalent in terms of preferences.

In the USA, two Nobel Prize winners (Kenneth
Arrow and Robert Solow) were mandated to
determine recommendations to assess the
value of environmental damages (following
the Exxon-Valdez oil spill in 1989).

“Registered at informal care support cen-
tres and the association of personal care
budget-holders”.

Persons with a higher income have greater
opportunity costs of providing informal care
in terms of forgone paid working time and
leisure (the estimated price of leisure is for-
gone paid work) compared to people with a
relatively lower income. Therefore, people
with a relatively higher income are expected
to require more compensation than people
with a relatively smaller income.

Note that the instrument to measure the bur-
den contains the positive item “care self-es-
teem” that positively influences the total
score of the burden.

“One (additional or less) hour of care to do
what? “(translated from Paraponaris, 2012)

Such as a study on the reimbursement level
of the cost of healthcare interventions

Which is the main principle of the opportuni-
ty cost method

Based on Lancaster’s utility theory: a good is
characterised by different dimensions.
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28.

29.

30.
31.

32.

33.

34.

35.

36.

37.

“McFadden illustrates with an auto/bus exam-
ple that very close substitutes influence the
choice probabilities. Splitting the bus alterna-
tive into two different colour busses, all other
things equal, involves a higher probability that
a bus will be chosen compared to a car which
is undesirable from a researchers point of
view” (van den Berg, Al, et al., 2005).

Note that it is also assumed there is interde-
pendence between the well-being of the in-
formal carer and the care recipient.

The theoretical basis is explained by (Fer-
rer-i-Carbonell & Van Praag, 2002).

Through regression modelling

A set of dummy variables in the regression
model of van den Berg

The relationship between well-being and the
two explaining variables (income and hours
of care) is not linear but logarithmic. For in-
come, it is consistent with the hypothesis
that the benefit of income decreases for high
levels of income (decreasing marginal utili-
ty). For informal care, the additional loss of
well-being is less important with an extra 1
hour of care at a high intensity of support
than at a low intensity of support.

The question about happiness may not be
the only or ideal question for assessing sub-
jective well-being. Other questions such as
satisfaction with life in general or satisfac-
tion with various domains of life may yield
quite different estimates.

Two different questions on happiness were
asked: at two different places in the ques-
tionnaire (to check whether after answering
the questions on informal care the percep-
tion of happiness had changed) and to check
consistency of the different presentations of
the question on happiness (two scales of
values, numerical versus verbal, two differ-
ent orders of values starting with very happy
versus very unhappy)

“Gender; age, marital status; having children;
level of education;, whether the individual is
unemployed; whether the caregiver has an
illness”.

Note that the theoretical modelling of the
well-being method does not allow the prefer-
ences of non-carers to be included.

Carmichael showed that for females a low
level of commitment if associated with lower
earnings. For males, the association is iden-
tified for a higher intensity of caring (>=10

38.

39.

40.

41.

42.

43.

44

hours) and the wage reduction is more im-
portant than for females.

This should be considered through an inter-
action variable in the regression model (in-
tensity of care and presence of mental health
problems).

The aim of economic evaluations is to com-
pare both the costs and effects of different
healthcare interventions in order inform the
decision on the best alternative to fund: “the
comparative analysis of alternative course of
actions in term of both their costs and conse-
quences. Therefore the basic tasks of any eco-
nomic evaluation are to identify, measure, val-
ue and compare the costs and consequences
of alternatives being considered”(Drummond
etal., 2015).

With two different outcome measures (for
care recipients and the informal carers), the
calculation of a synthetic ratio between the
variation of the total cost and the outcome
would be impossible.

With two different outcome measures (for
care recipients and the informal carers), the
calculation of a synthetic ratio between the
variation of the total cost and the outcome
would be impossible.

Note that a certain proportion of care recip-
ients would go to residential care in case of
the absence of informal carers since infor-
mal care is a substitute for residential care,
particularly when informal care is provided
by a co-resident carer. Indeed, intensive su-
pervision provided by a cohabitant carer al-
lows care recipients to remain at home (e.g.
dementia). The ‘replacement cost’ method
should ideally also better reflect the real cost
of replacement by considering the two types
of support, at home or in residential care.
However, this type of estimation is rarely
performed.

Generalist method: one professional chosen
(e.g. home worker)versus a specialist meth-
od (“various occupations such as a cook,
gardener, accountant, etc. can be applied”)
(Sousa-Poza et al., 1999).

These figures are presented for comparative
purposes (non-market activities are not con-
sidered in the accounting of GDP or GNP).
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