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One of the decisions we all face when

we are approaching retirement age is
where we will live. Do we want to stay in
the same location or move to a different
one? Do we want a house as big as the one
we have, or do we want to look for some-
thing smaller? Do we want to leave years
of shoveling snow behind and move to a
warmer climate? Can we afford to build
the home of our dreams or do we need to
be more realistic about our aspirations?

Questions like these lead to an even
bigger issue. For a number of years after
we retire—when we are in our 60s and
70s—we are likely to be in good health,
active, and on the go. But if we are real-
istic, we know that there may come a
time when we will need care, and at that
point, our living arrangements must
accommodate our changing health sta-
tus. Not only do we need to decide
where we will live when we are healthy,
we also have to ask ourselves where we
want to spend the last years of our lives
when we are frail and need assistance.
Help is needed in thinking through both
financial options and housing options,
first for the 10 to 15 years after we retire,
and then for the end of life. 

Along the Continuum

Perhaps the best way to think
about housing options for the mature

market is to view them on a contin-
uum starting with independent living
choices to assisted living to nursing
facilities that provide 24-hour care.
However, the continuum is not neces-
sarily sequential or static, and it has
many variations. Living arrangements
are constantly changing with market
demands, and we can anticipate even
more changes as the baby boomers
reinvent their own retirement. But for
now, let’s take a look at housing choices
and what is available as people age, and
speculate about what the future of
retirement living might look like. 

Home Is the Castle

The large majority of people
believe that their own home is the best
place to be when they retire. In a recent
study titled The Future of Retirement
Living, conducted by the MetLife
Mature Market Institute, of preretirees
age 50 to 65, 91% responded that they
want to live in their own home in
retirement. Of that group, 49% want
to stay in their current home, and 38%
say they want to move to a new home,
with the remainder not sure.1

While we often think that large
numbers of people migrate to new
locations when they retire, in actuality,
very few retirees move from the loca-
tion where they lived while they were
working full time and raising a family.
Many have been rooted in a commu-
nity for many years and have a lifetime
of friends and families nearby. While
some may seek smaller homes in their
communities, most want to stay put,
and the data reflect that.

The idea of staying put seems to

appeal to the current generation of pre-
retirees as well. Many have lived in a
variety of places over their lifetimes, and
as a result, they might be more open to
relocating when they retire. However,
recent studies are showing that even the
boomers plan to remain where they
are—but with an interesting twist. In
part because of the housing market
boom, those who can afford it are now
purchasing second homes. They plan to
use them as vacation homes before they
retire, and then as a second residence
when they stop working full time. They
expect to stay in their current home, or
at least in their current location, as their
primary residence.2

Open to Other Alternatives

But there could be some changes
in attitude on the horizon. In The
Future of Retirement Living study cited
above, respondents indicated that,
while they expected to remain in their
own homes, they were open to other
living arrangements as an appealing
second choice. Forty-seven percent
chose an active adult community, 37%
a lifecare community, 34% a clustered
living community, and 22% a new
home to share. These ideas do capture
the imagination of preretirees and
those who have recently retired as they
envision their future habitats.

Builders and developers are indeed
finding that there is a new breed of
retirees who are looking for something
different from the retirees of 10 or 20
years ago. In fact, marketers of active
adult communities now avoid the use
of the word “senior,” which is rapidly
becoming both politically incorrect
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and a turn-off for the young-olds. 
The National Association of

Homebuilders, in a recent study,
reported on the things that healthy,
independent retirees are looking for
when they move to a new community.
Seventy-five percent want a mainte-
nance-free lifestyle; 75% want conven-
ience to stores, and the same percent-
age expects high-speed Internet access.
Sixty-six percent are looking to relo-
cate to the same community or state,
and 50% want a single-family home.
Another 50% want to be near children,
grandchildren and family. Nearly all
are seeking safety and security.3

Developers have found that they
need to go beyond the cookie-cutter
approach to appeal to the new retire-
ment generation. The research from
the National Association of Home-
builders indicates that while some
retirees still seek the large-scale 55+
communities such as Sun City, the
younger ones are looking for some-
thing quite different. Focusing on the
desire expressed by many boomers to
recreate a sense of a small town com-
munity, builders are recreating the con-
cept of the old-fashioned Main Street,
with stores and shops conveniently
located near residential housing. Rather
than design communities that are
solely for the 55+ market, they are
building age-targeted villages—some
for young families, others for older
people—within a larger, master-
planned community. 

Also appealing to the new retiree
market is diversity in street patterns and
design, natural features such as open
spaces and greenbelts, and smaller,

more flexible communities. And retirees
today are seeking many more ameni-
ties than their predecessors. They want
upgrades, luxuries, and services.4

Retiring with 

Like-Minded Friends

For a small but growing number
of people, the idea of moving to a sin-
gle-family house in a community with
young families or to an adult commu-
nity with retirees they don’t know is
unappealing. Instead, they think they
might like to form their own housing
group, or join with like-minded indi-
viduals to build their own shared home
or village. This isn’t as far-fetched as it
may appear. Think of the television
series The Golden Girls to get an idea of
the possibilities. 

The co-housing movement, based
in Boulder, Colorado, has led the pack
and has been in operation for a num-
ber of years. People share housing with
private living quarters but have com-
munal arrangements for meals and
assigned chores. Recently, the concept
was expanded to an older population,
and the senior co-housing movement
was formed. The organization is build-
ing clustered housing and presenting
workshops for both developers and for
individuals interested in this idea.5

The concept of shared housing
might work particularly well for
women who, as they age, are more
likely to be widowed or divorced, less
likely to remarry, and more likely to
live alone. Statistics show that because
women have generally earned less than
men over a lifetime and have accumu-
lated less wealth, they would be open

to pooling resources with other like-
minded women. For those whose chil-
dren are living in distant locations or
who have no children at all, the idea of
creating a new family might be appeal-
ing, to share both joys and responsibil-
ities and to care for each other should
the need arise. 

A few innovative developers are
also building housing specifically for
gay/lesbian/bisexual/transgender
retirees. They offer a safe haven where
these retirees can share their later years
together, live in comfort, and age in a
place free from discrimination. 

The Continuum in One Place:

Continuing Care 

Retirement Communities

There are “planners” in every age
group. They undoubtedly have
thought through where they want to
live as they become frail, how they
want care delivered should they need it,
and how they will pay for it. Many of
these planners may decide to remain at
home as they age and have made
preparations to do that, perhaps by
making their house accessible and by
assuring that they can pay for care at
home by purchasing long-term care
insurance. Others might instead decide
on a continuing care retirement com-
munity, or CCRC. 

CCRCs are equity-ownership
communities that offer all levels of care
in one location—independent living
(usually a small house or apartment
with kitchen), assisted living, and nurs-
ing home care. Short-term rehabilita-
tive care is usually available on the
premises too. Prospective residents
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must be able and willing to put a rela-
tively large sum of money into the
CCRC in exchange for guaranteed care
for life. Although CCRCs generally
require an up-front nonrefundable
entrance fee, financial arrangements
vary. For example, a portion of the
entrance fee might be returned to the
estate upon death in exchange for pay-
ing a higher monthly assessment. 

The reason that CCRCs are tailor-
made for planners is that, in order to
move in, you must be in good health
and pass a physical exam. Such a move
involves a significant personal and
financial commitment and an acknowl-
edgement that this will be home until
“death do us part.” 

There are, as with any living
arrangement, pros and cons. The main
advantage is that a CCRC offers a
seamless continuum of care under one
roof, so residents and their families are
not faced with the difficulty of search-
ing for an assisted-living facility or
nursing home once they become frail.
Another advantage is that, because peo-
ple are healthy and have financial
resources when they move in, they can
age in place without fear of being dis-
placed and, at the same time, enjoy a
comfortable, luxurious lifestyle.

The disadvantage of this model is
a financial one. There is a steep up-
front payment, much of which will not
be returned. Those in poor health will
be declined. And the greater level of
commitment might present problems
if the residents decide they want to
move out after the money-back-guar-
antee period expires, or if the quality of
living deteriorates due to change in

management or ownership. 
For a small but growing number

of people, however, the CCRC has
appeal. They were popular in the
1980s, were eclipsed in the 1990s, and
are now in greater demand in the
2000s. The people moving in tend to
be younger (low 70s), more active and
more couples-oriented than those in
assisted living. For those with children
far away, or for those without children,
the CCRC offers peace of mind and
security in a upscale environment.6

Assisted Living: 

Another Alternative

Assisted living is a relatively new
concept, offering supportive services in
a home-like environment to people
who need some assistance with activities
of daily living or who have dementia.
Individuals who move into assisted liv-
ing facilities (ALFs) are usually older
than those who move into CCRCs. Ten
years ago, these same people might have
found themselves in a nursing home.
The average resident is an 83-year-old
female, and over half of the residents
have Alzheimer’s disease or dementia. 

There are about 20,000 assisted-
living residences, ranging in size from
small homes that look like private
houses to large, more luxurious hotel-
like complexes. Since ALFs are regu-
lated at the state level, not the federal
level, the quality of care can vary. Costs
can vary as well, depending on location
and type of facility, but are usually
based on a monthly fee with no down
payment required. The average
monthly charge for a private room in
an assisted living facility in 2005,

according to the recent MetLife Market
Survey of Assisted Living Costs, is $2,905
or $34,860 annually.7

Although assisted living is increas-
ingly popular, the industry has suffered
some growing pains over the past
decade. This has been due to state
licensing delays, overbuilding in
selected markets, a shortage of nurse’s
aides and other qualified personnel,
and the difficulties of containing costs.9

Also, to fill empty rooms, some facili-
ties have been tempted to admit indi-
viduals who require more care than
they can provide, resulting in discharge
within only a few weeks after these
individuals were admitted. The indus-
try appears to be in a more stable posi-
tion now, however, and poised to meet
the growing demand. 

Certainly, assisted living has advan-
tages. It provides a more home-like
atmosphere than a nursing home, with
supportive services 24 hours a day, per-
sonal care, and activities. Since there is
no down payment required, residents
can move in and out at will. The other
side of the coin, however, is that the
continuum of care is not seamless. Since
the care provided is not medical in
nature, residents who require greater lev-
els of care will be asked to move out,
often leaving families scrambling to find
a nursing home at short notice. There
are also some hidden costs in addition to
the monthly rate that can add up. Some
facilities charge for medication man-
agement, special dietary needs, and per-
sonal care beyond the base rate. And
because the industry is not highly regu-
lated, it is difficult to assess the quality of
care from facility to facility. 

Financial Gerontology



Overall, however, assisted living is
a more palatable alternative to nursing
home care, and is also a viable option
to living at home. For those who are
widows or widowers and living by
themselves with only a home health
aide as a companion, life can be lonely.
Assisted living not only provides sup-
portive services, it also provides oppor-
tunities to socialize with others. 

Nursing Homes: 

When Round-the-Clock 

Care Is Needed

While most of us do not want—
nor expect—to end up in a nursing
home, there are circumstances when
nursing home care is the best and most
viable choice. Nursing home residents
today are sicker, older, and frailer than in
the past, as those who would have been
admitted 10 years ago are now living at
home with full-time help or living in
assisted-living facilities. Forty-seven per-
cent of nursing home residents are age
85 and older, and 72% are women.
Nursing home residents require 24-hour
skilled or custodial care and need ongo-
ing assistance with activities of daily liv-
ing such as eating and toileting. 

Because of the high level of care
required by the residents and other fac-
tors such as shortage of personnel, nurs-
ing home care is expensive and is rising at
a rate higher than inflation. The average
yearly cost of a private room in a nursing
home in 2005 is more than $74,000, up
5.9% from last year, according to the lat-
est MetLife Market Survey of Nursing
Home and Home Care Costs.8

Medicaid pays two-thirds of all nurs-
ing home costs, and those individuals

with low income are channeled into these
facilities. Some states are experimenting
with Medicaid waiver programs, allowing
the care recipient to remain at home or to
enter an assisted-living facility. As a gen-
eral rule, however, those individuals who
have no assets or who spend down their
assets find themselves in nursing homes.
The industry is highly regulated, pro-
tecting consumers but creating dilem-
mas for providers.

While nursing homes may remain
a last choice for most of us, they will
continue to be needed by those who
are the most severely disabled or the
most frail. Yet, times are changing and
the industry is changing too, with
some new innovations in care already
on the horizon. Something simple like
building smaller, clustered care centers
rather than large, hospital-like facili-
ties can make a difference in the qual-
ity of life of nursing home patients.
For example, the Eden Alternative is
an experimental nursing home funded
in part by the Robert Wood Johnson
Foundation. It feels more like a private
home, complete with plants, dogs and
cats, nice furnishings, and small dining
areas where people can eat when they
want at nicely appointed tables with
linens and pretty dishes. These new
models offer the hope that care in our
last years of life will be more palatable
and humane for all of us. 

Retirement Housing: 

What Does the Future Hold? 

What can the preretirees antici-
pate when they think about their
future housing options across the con-
tinuum? Here are some predictions.

For one thing, nursing homes as we
know them will not exist. There will be
fewer of them, and more alternative
care options will be available. Respond-
ing to the boomers’ desire for more
control over their lives and their health
care dollars, consumer-directed care—
both in health care and long-term
care—will be the norm. 

More and more builders and devel-
opers will be focusing on the 50+ mar-
ket, striving to design communities to
meet the ever-changing needs of
boomers. A new industry of builders
and contractors will spring up who help
retirees retrofit their homes so they can
remain there as long as they like. The
second-home market will continue to
grow, as boomers “buy a lifestyle” in
retirement that might include vacations,
part-time work, and escapes to warmer
climates during cold weather. And more
unattached people will form their own
surrogate families with those of like
mind by building homes together or by
moving to the same location.

As for financing boomer housing
in retirement, the use of reverse mort-
gages will become more prevalent, espe-
cially since boomers have invested heav-
ily in their homes. Since, with reverse
mortgages, both husband and wife (or
domestic partners) can remain in their
homes as long as they live, the risk asso-
ciated with tapping home equity is
reduced. Funds from reverse mortgages
can provide a regular stream of income,
cover repairs or retrofitting, or pay for
long-term care services. At the present
time, out of the nearly 28 million
households age 62 and older, some 13.2
million are good candidates for reverse
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