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FOREWORD
Foreword

There comes a time in many people’s lives when their functional and physical abilities decline. To

continue to live an active and fulfilling life, people need help – from family, friends, or from people

employed to help.

This report is about how countries can provide that help. Most caring is provided by family and

friends out of love or duty. Some additional support to such carers can have a big effect, at relatively

low cost. Workers to fill caregiving jobs can be found, as long as policy makers and employers take

steps to improve the dismal image of caregiving as being low-paid, hard, and low-skilled. Providing

adequate financial protection for those needing care is possible, in a way that does not unduly stretch

public financing. But getting these policies right needs to start now, because the challenge to

implementing sustainable, responsive and fair long-term care policies is only going to get bigger and

bigger, as populations age. Learning from other countries’ experiences, both good and bad, might

save much money and grief.

This book is the result of a two-year project conducted between 2009 and 2010 by the

OECD Health Division and Social Policy Division. The study points to key polices and strategies that

can help address future demand for care and respond to the implications this will have for long-term

care workforce and financing. It highlights examples of useful country experiences, but it also warns

about the dearth of evidence on cost-effective policies in a number of areas, making a strong plea for

advancing evidence-based research on long-term care (LTC).

The study used a mix of quantitative and qualitative methods. Qualitative information was

collected through a fact-finding and policy questionnaire covering 29 OECD countries, complemented

by selected country missions. Quantitative data were gathered from OECD databases and

longitudinal surveys on health, retirement and ageing in Europe, Australia, the United States, the

United Kingdom, and Korea. Projections of LTC costs were based on an update and expansion of

earlier projections by the OECD and the European Commission.
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GLOSSARY
Glossary

Activities of daily living (ADL): include bathing, dressing, eating, getting in and out of bed

or chair, moving around and using the bathroom. Often they are referred to as

“personal care”.

Annuity: series of regular payments over a specified and defined period of time.

Benefit trigger: criteria insurance providers use to determine when an individual is

eligible to receive benefits.

Benefit waiting period: specified amount of time at the beginning of a disability during

which services are received, but for which the policy will not pay benefits (also

referred to deductible period or elimination period).

Care setting: means the place where users of care services live, such as nursing homes,

assisted living facilities/sheltered housing or private homes.

Cash (or cash-for-care) benefits: include cash transfers to the care recipient, the

household or the family caregiver, to pay for, purchase or obtain care services.

Cash benefits can also include payments directed to carers.

Formal care: includes all care services that are provided in the context of formal

employment regulations, such as through contracted services, by contracted

paid care workers, declared to social security systems.

In-kind benefits: are those provided to long-term care recipients as goods, commodities,

or services, rather than money. They may include care provided by nurses,

psychologists, social workers and physiotherapists, domestic help or

assistance, or special aids and equipment. They might also include assistance

to family caregivers such as respite care.

Family carers: include individuals providing LTC services on a regular basis, often on an

unpaid basis and without contract, for example spouses/partners, family

members, as well as neighbours or friends.

Informal carers: is a terminology used often to refer to family carers, but, strictly speaking, this

category includes also “paid” caregivers who are undeclared to social security and

therefore work outside the context of formal employment regulations.

Instrumental activities of daily living (IADL): include help with housework, meals,

shopping and transportation. They can also be referred to as “domestic care 

or home help”.

Long-term care (LTC): is defined as a range of services required by persons with a reduced

degree of functional capacity, physical or cognitive, and who are consequently

dependent for an extended period of time on help with basic activities of daily

living (ADL). This “personal care” component is frequently provided in

combination with help with basic medical services such as “nursing care”

(help with wound dressing, pain management, medication, health

monitoring), as well as prevention, rehabilitation or services of palliative care.
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Long-term care services can also be combined with lower-level care related to

“domestic help” or help with instrumental activities of daily living (IADL).

(LTC) at home: is provided to people with functional restrictions who mainly reside in

their own home. It also applies to the use of institutions on a temporary basis

to support continued living at home – such as in the case of community care

and day-care centres and in the case of respite care. Home care also includes

specially designed, “assisted or adapted living arrangements” for persons who

require help on a regular basis while guaranteeing a high degree of autonomy

and self-control.

(LTC) institutions: refer to nursing and residential care facilities (other than hospitals)

which provide accommodation and long-term care as a package to people

requiring ongoing health and nursing care due to chronic impairments and a

reduced degree of independence in activities of daily living (ADL). These

establishments provide residential care combined with either nursing,

supervision or other types of personal care as required by the residents. LTC

institutions include specially designed institutions where the predominant

service component is long-term care and the services are provided for people

with moderate to severe functional restrictions.

(LTC) recipients (or care recipients): people receiving long-term care in institutions or at

home, including recipients of cash benefits.

(LTC) workforce: includes individuals who provide care to long-term care recipients. The

formal LTC workers include the following occupations and categories: 1) nurses,

as defined by the ISCO-08 classification (2221 ISCO code for professional nurses

and 3221 ISCO code for associate professional nurses, providing long-term care 

at home or in LTC institutions (other than hospitals); 2) personal care workers

(caregivers), including formal workers providing LTC services at home or in

institutions (other than hospitals) and who are not qualified or certified as

nurses. As per the draft definition in the ISCO-08 classification, personal care

workers at home or in institutions are defined as people providing routine

personal care, such as bathing, dressing, or grooming, to elderly, convalescent, or

disabled persons in their own homes or in institutions (other than hospitals).

Nonforfeiture: a nonforfeiture benefit allows a policy subscriber who stops paying

premiums to retain some coverage.

Private LTC coverage arrangements: they are primarily distinguished from public coverage

programmes by their funding through voluntary non-income related premia, as

opposed to taxes or compulsory social security payroll contributions. Typically,

private insurers promote and sell the products on the market.

Reimbursement insurance policy: provides for a reimbursement, in whole or in part, of

eligible LTC expenses incurred.

Indemnity insurance policy: provides for a fixed indemnity (cash benefit) paid to eligible

recipients once they become dependent, regardless of whether LTC services

are received.

Reverse mortgage: it is a special type of home equity loan under which one can receive

cash against the current value of a home minus outstanding home-secured

debt. The loan does not have to be repaid as long as the borrower continues to

live in the home and it generally becomes due when the borrower dies, sells

the home, or permanently moves out of the home.
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Executive Summary

What will be the effects of growing need for long-term care?

Chapters 1 and 2 examine the growing demand 
for long-term care in the context of ageing 
societies, discuss demographic projections 
and their implications for long-term care labour 
markets and expenditure

In 1950, less than 1% of the global population was aged over 80 years. By 2050, the share of

those aged 80 years and over is expected to increase from 4% in 2010 to nearly 10% across

OECD countries. This population ageing is being accompanied by family ties becoming

looser. The need for community involvement in the care for frail and disabled seniors is

growing and will do so ever more rapidly in OECD countries.

This will challenge long-term care (LTC) services and systems. The pool of potential family

carers is likely to shrink because more women are working, and social policies no longer

support early retirement. Currently, between 1 and 2% of the total workforce is employed

in providing long-term care. For many countries, this share will more than double by 2050.

Government and private market spending on LTC is as much as 1.5% of GDP on average

across the OECD, and will double or even triple between now and 2050.

There is a history in many countries of LTC policies being developed in a piecemeal

manner, responding to immediate political or financial problems, rather than being

constructed in a sustainable, transparent manner. The future of LTC is more demand, more

spending, more workers, and above all, higher expectations that the final few years of life

must have as much meaning, purpose and personal well-being as possible. Facing up to

this challenge requires a comprehensive vision of long-term care. Muddling through is not

good enough. This study examines not only policies for informal (family and friends)

carers, but also policies on the formal provision of LTC services and its financing.

Why should family carers be supported? And how?

Chapters 3 and 4 discuss the role of family carers, 
the impact of caring on carers’ mental health, 
poverty and labour market participation, 
as well as policies to support family carers

Family carers are the backbone of any long-term care system. Across the OECD, more than

one in ten adults aged over 50 years provides (usually unpaid) help with personal care to

people with functional limitations. Close to two-thirds of such carers are women. Support
13
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for family carers is often tokenistic, provided as recognition that they perform a socially

useful and difficult task. But supporting family carers effectively is a win-win solution. It is

beneficial for carers. Without support, high-intensity caregiving is associated with a

reduction in labour supply for paid work, a higher risk of poverty and a 20% higher

prevalence of mental health problems among family carers than for non-carers. It is

beneficial for care recipients, because they prefer to be looked after by family and friends.

And it is beneficial for public finances, because it involves far less public expenditure for a

given amount of care than the estimated economic value of family caring. Governments

can support family carers by:

● Providing cash, although if badly designed, such policies can become counter-productive.

Both carer’s allowances and cash benefits paid to the care recipients increase the supply

of family care, but the state will pay for some cases that would have been provided even

in the absence of any financial incentive. Furthermore, carers risk being trapped into

low-paid roles in a largely unregulated part of the economy, with few incentives for

participating in the formal labour market.

● Promoting a better work-life balance through more choice and flexibility. A one per cent increase

in hours of care is associated with a reduction in the employment rate of carers by

around 10%. Flexible work arrangements in the United Kingdom, Australia and the

United States attenuate the risk of a reduction in working hours associated with caring.

● Introducing support services, such as respite care, training and counselling. These ensure

quality of care at the same time as improving carers’ wellbeing. Such services can be

arranged for a relatively low cost, especially if leveraging upon the widespread and

invaluable contribution of the voluntary sector, as is done already in some countries.

Recognition that both carers and the people they care for are heterogeneous groups with

different needs calls for flexibility in designing support measures. Co-ordination between

formal and informal care systems is desirable, too. Further evidence on the cost-

effectiveness of policies to support carers is badly needed.

How to improve the supply and retention of long-term care workers?

Chapters 5 and 6 review employment and work 
conditions in formal long-term care labour 
markets, and consider strategies to attract 
and retain care workers to the sector

Over-reliance on family carers is not desirable. Many countries need to strengthen the

formal LTC sector.

LTC is highly labour-intensive, but working conditions for care workers are poor, few

workers remain in their jobs for long and turnover is high. The number of LTC workers per

100 people aged over 80 years varies from slightly over 0.5 in the Slovak Republic to over 3.5

in Norway, Sweden and the United States. Ninety per cent of LTC workers are women and

many are relatively old. Typically, the required qualifications are low – and lower in home

care than in institutional settings. Between 16% (Japan) and 85% (Hungary) of all LTC

workers are nurses, but in most countries fewer than half the LTC workers are nurses.

Difficult working conditions and low pay often generate high turnover among workers,

contributing to producing a negative image of LTC, and endangering both access to, and

quality of, services.
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While demand for more LTC workers is growing across the OECD, and many countries are

already struggling to meet the challenge, an adequate supply of LTC workers is a

manageable goal. Countries can use the following strategies:

● Improving recruitment efforts (e.g., expansion of recruitment pools; recruiting migrant LTC

workers). Measures to expand existing recruitments pools and create new potential

pools (e.g., young people, long-term unemployed) have however met with mixed success.

The inflows of migrant LTC workers is growing in some countries, but the absence of

specific reference in labour migration programmes to the labour needs of the LTC sector

is conspicuous.

● Increasing the retention of successfully recruited LTC workers. High staff turnover is costly. In

the United States, turnover costs have been calculated to be at least USD 2 500 per

vacancy. Valuing the LTC workforce by improving the pay and working conditions will

have some immediate positive spin offs if retention rates increase. There is evidence of

good results from measures aimed at upgrading LTC work, for example in Germany, the

Netherlands, Sweden and Norway.

● Seeking options to increase the productivity of LTC workers. The main avenue has been from the

reorganisation of work processes, the use of ICT to reduce indirect workload, and the

delegation to nursing assistants of tasks that were previously the responsibility of nurses.

However, evidence on productivity improvements in LTC labour markets remains sparse.

In the long-run, improving job quality – for current workers, new hires, domestic and

migrant care workers – will be important. High turnover, low quality and low pay do not

seem sustainable strategies: not enough workers may be willing to provide care. The flip

side of the coin is that “professionalising” a still relatively easy-to-enter sector may raise

entry barriers in the future, increasing rigidity in a sector that is regarded by workers as

being highly flexible. These measures require investment of resources, too. Cost will go up.

This can only be justified if productivity is improved.

What financing policies help to reconcile access to care with costs?

Chapters 7 and 8 analyse, respectively, public 
and private coverage schemes for long-term care 
in OECD countries, while Chapter 9 discusses 
financing policies to improve access while keeping 
cost under control

Most OECD governments have set up collectively-financed schemes for personal and

nursing-care costs. One third of the countries have universal coverage either as part of a

tax-funded social-care system, as in Nordic countries, or through dedicated social

insurance schemes, as in Germany, Japan, Korea, Netherlands and Luxembourg, or by

arranging for LTC coverage mostly within the health system, as in Belgium. While not

having a dedicated “LTC system”, several countries have universal personal-care benefits,

whether in cash (e.g., Austria, France, Italy) or in kind (e.g., Australia, New Zealand). Finally,

two countries have “safety-net” or means-tested schemes for long-term care costs, namely

the United Kingdom (excluding Scotland, which has a universal system) and the United

States. Private LTC insurance has a potential role to play in some countries, but unless

made compulsory it will likely remain a niche market.
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Moving towards universal LTC benefits is desirable on access grounds. Uncertainly with

respect to whether, when, and for how long an individual might need LTC services suggests

that pooling the financial risk associated with long-term care is a more efficient solution

than relying on out-of-pocket payments. Otherwise, the cost of LTC services and support

can rapidly become unaffordable, for even relatively well-off people. Average LTC

expenditure can represent as much as 60% of disposable income for all those in the bottom

four quintiles of the income distribution.

However, to maintain cost control, it will be important to:

● Target care benefits where needs are the highest, for example via cost-sharing policies, and a

better definition of the need levels triggering entitlement and of the services included in

the coverage. Even within universal LTC schemes, stringent assessment criteria can be in

place, as is the case in Korea and Germany, in contrast, for example, to Japan. All

countries have user cost-sharing for LTC, although the extent varies significantly.

Maintaining flexibility to adjust benefit coverage to changing care needs is desirable on

both adequacy and quality grounds.

● Move towards forward-looking financing policies, involving better pooling of financing across

generations, broadening of financing sources, and elements of pre-funding. Japan, the

Netherlands, Belgium and Luxembourg complement payroll contributions with

alternative revenues sources. In Germany, retirees are required to contribute premia to

social LTC funds, based on their pension. Innovative voluntary funding schemes based on

automatic enrolment with opting-out options are being implemented in the United States.

● Facilitate the development of financial instruments to pay for the board and lodging cost of

LTC in institutions. This cost can be twice or three times as large as personal-care and

nursing costs taken together. Home ownership can provide means to help users mobilise

cash to pay for such cost, for example via bonds/equity release schemes, public

measures to defer payments, and private-sector products, such as reverse-mortgage

schemes and combinations of life and LTC insurance policies.

Is it possible to extract better value for money in long-term care?

Chapter 10 reviews options to improve value 
for money from long-term care services, 
and to manage more efficiently the interface 
between health and care

In the face of rising costs, seeking better value for money in long-term care is a priority.

Efficiency discussions in long-term care have thus far received relatively little attention

and better evidence on what works and under what conditions is needed. Still, the

following are possible areas for action:

● Encouraging home and community care. This is desirable for users, but there are questions

about the appropriateness or cost-effectiveness of home care for high-need users

requiring round-the-clock care and supervision, and for users residing in remote areas

with limited home-care support. In 2008, institutional care accounted for 62% of total

LTC costs across OECD countries, while on average only a third of LTC users received care

in institutions.
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● Improving productivity in long-term care. Pay-for-performance initiatives in long-term care

are limited to a few examples in the US Medicaid programme. Sweden, Denmark and

Finland have vouchers, enabling LTC users to choose freely among accredited competing

providers. Competitive markets have the potential to drive efficiency improvements in

care delivery, although evaluation on productivity impact remains sparse. Some research

results have shown a positive correlation between technology introduction (e.g., ICT), job

satisfaction and productivity, for example in Australia and Finland.

● Encouraging healthy ageing and prevention. The most obvious way to reduce cost in long-term

care systems would be to reduce potential dependency in later life through lifelong health

promotion. In 2006, the Japanese government introduced a community-based,

prevention-oriented LTC benefit targeted at low-care-need seniors. In 2008, Germany

introduced carrot-and-stick financial incentives to sickness funds that are successful at

rehabilitation and moving LTC users from institutions to lower-care settings.

● Facilitating appropriate utilisation across health and long-term care settings and care

co-ordination, for example by arranging for adequate supply of services outside hospitals,

changing payment systems and care pathways to steer LTC users towards appropriate

settings, and setting up co-ordination tasks to guide users through the care process.

● Addressing institutional efficiency, such as by establishing good information platforms for

LTC users and providers, setting guidelines to steer decision-making at local level, the

use of care planning processes, and data sharing within government administrations.
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1. The growing need for long-term care has significant financing 
and labour-market implications

Long-term care need is growing in line 
with population ageing…

With population ageing, no clear signs of a reduction in disability among older people, family

ties becoming looser and growing female labour-market participation, it is not surprising

that the need for care for frail and disabled seniors is growing.* Growth in older age cohorts

is the main driver of increased demand for long-term care across OECD countries. Indeed,

policy discussion around long-term care reforms is often framed in the context of pressures

arising from ageing societies. The statistics speak for themselves. In 1950, less than 1% of the

global population was aged over 80 years. In OECD countries, the share of those aged 80 years

and over is expected to increase from 4% in 2010 to nearly 10% in 2050.

… and this will have huge effects both 
on financing and labour market needs

This rapid ageing of the population and societal changes will have a significant impact on

both the delivery and financing of long-term care. On the one hand, they will affect the

potential supply of individuals available to provide both formal and informal long-term

care. The pool of potential family carers is likely to shrink because people are having to

work longer and female participation in the labour market is arising. Currently, full-time

equivalent nurses and personal carers represent between 1 and 2% of the total workforce.

For many countries this share could more than double by 2050.

On the other hand, LTC expenditure (excluding the value of care provided by family and

friends), which currently accounts for 1.5% of GDP on average across the OECD, could at least

double by 2050. But this projection could well be an underestimate once due allowance is

* The primary focus of this publication is the implications of an ageing population for the labour
markets and financing of LTC services. It is important to remember that younger disabled groups
also need long-term care and, in some countries, LTC systems cover both target groups. This report
does not address specific questions regarding equity between these two groups (e.g., available
resources and support for funding the care), the labour market and social integration of younger
disabled, or the adequacy of services for younger disabled people.
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made for risks and uncertainties. The availability of family carers is expected to decline. This

could exacerbate the expected rise in LTC spending, by about 5 to 20% by 2050. With raising

real incomes, people demand more responsive and quality services. In a context of declining

labour supply, higher demand for LTC workers is likely to push up real wages in the sector

and, as a result, push up spending beyond the baseline projections. Taken all uncertainties

into account, LTC expenditure could even triple between now and 2050.

Facing up to these challenges requires 
a comprehensive vision of long-term care

Addressing these future challenges will be difficult but not impossible. It will require a

comprehensive approach covering both policies for informal (family and friends) carers, and

policies on the formal provision of LTC services and its financing. Often, policy attention

focuses excessively on paid care systems. Less attention is given to the interaction with

informal and private structures.

2. Paying more attention to the needs of family carers is a win-win approach

Family carers, especially women, are the backbone 
of any long-term care system

Whatever the LTC system of a country, most care is provided by family carers (and friends),

as part of an ongoing social relationship. Across the OECD, more than one in ten adults

aged over 50 provides informal (usually unpaid) help with personal care to people with

functional limitations. Much of this informal care is of low intensity: just over half of carers

are involved in caring activities involving less than ten hours per week. This low intensity

of caring is particularly prevalent in Northern European countries and Switzerland. In

contrast, in Southern Europe, the Czech Republic and Poland, more than 30% are intensive

carers supplying more than 20 hours per week), raising to over 50% in Spain and over 60%

in Korea. This large variation signals not only different government policies on family

obligations, but also cultural and societal attitudes.

Close to two-thirds of family carers are women, typically caring for close relatives such as

their parents or their spouse, but more man become carers at older ages. One in five adults

aged 50 years and above suffering from one limitation of daily activities receives informal

care. This proportion doubles in the case of people with two or more limitations. These

data show that family carers (and friends) are the major sustaining factor behind

long-term care services.

Paying more attention to family carers 
is a potentially win-win-win solution

Support for family carers is often provided as recognition of the fact that they perform a

socially useful and difficult task. But more than a gesture is needed. While caring

responsibilities should not be forced upon families and next of kin, supporting carers is an

arrangement where all parties can benefit. There are at least three potential “wins” from

supporting carers:

● For the care recipient, because LTC recipients prefer to be looked after by family and

friends.
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● For the carer, because carers provide care out of love or duty, despite the fact that they

incur economic, health and social consequences as a result.

● And for the public finances, because supporting the supply of family care can help

maintain the public, formal parts of the system, affordable. The estimated economic

value of informal caring exceeds by far that of formal care. According to some estimates,

the economic contribution of family carers in the United States could amount to

USD 375 billions in 2007 (around 2.7% of GDP). Significant reductions in family caring

would put public LTC systems under financial strains.

Data suggest that there is, potentially, some scope for increasing the intensity of informal

caregiving. But high-intensity caregiving is associated with a reduction in labour supply for

paid work, a higher risk of poverty and increased prevalence of mental health problems

among family carers. For example, on average, high-intensive caring is associated with a

20% higher prevalence of mental health problems than for non-carers, reaching even 70 or

80% higher in Australia, the United States and Korea. All these considerations suggest a

role for governments in supporting family carers. This, however, immediately begs the

question: What should be the policies?

Cash support is one way to support carers, 
but the trade-offs are difficult to manage

Financial support for carers – such as allowances paid directly to carers and cash benefits

paid to the care recipient – recognise and compensate carers for their effort, but targeting

of support to those facing the highest health and labour market risks, and defining

appropriate compensation, remains a challenge.

Carer’s allowances are cash benefits providing carers income support replacing lost wages or

covering expenses incurred due to caring. In the Nordic countries, the payment to carers is

akin to a remuneration, offering compensation for caring efforts while representing a

relatively low wage. In some English-speaking countries (Australia, Canada – Nova Scotia,

Ireland, New Zealand, and United Kingdom), allowances are targeted to carers with income

below a set threshold, or carers who provide a minimum amount of hours of care.

While recognising the societal value of caring, carers’ allowances raise difficult design

issues, for example how to fix an appropriate compensation level, which offers carers a

reasonable reward without discouraging labour market participation for working carers.

Means-testing and eligibility conditions, for example, may result in disincentives to work.

Eligibility criteria need to be clearly spelled out, but the definition of who is the primary

carer and the measurement of carer’s efforts are prone to errors. Strict eligibility

requirements help to avoid abuse, but can be costly to administer and be viewed as

arbitrary. There are trade-offs between how many carers can be compensated, and the

amount of the compensation that can be afforded by public authorities.

Paying the recipient of care has some advantages

Cash benefits paid to the care recipient offer direct support to the person who is most in need,

but are not only or necessarily used to compensate carers. Such cash benefits exist in

nearly all OECD countries that have public LTC benefits, with only a few countries relying

solely on an in-kind system (Australia, Hungary, Japan and Mexico). Many provinces and
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territories in Canada have well-established self-managed care schemes, providing eligible

users with cash benefits to manage care delivery, including by paying family carers and

friends.

Cash benefits paid to the care recipients have some advantages, because they avoid having

to define who the primary carer is. Moreover, the amount of the cash benefit can be more

closely related to need. But they also leave carers dependent on the care recipient for

compensation of their effort and may change family ties into a relationship where money

is the driving factor. Requiring family carers to be employed under formal contracts (e.g., as

in the case in Germany, France for relatives other than spouses) has the advantage of

clearly identifying the primary carer.

Both types of financial supports have the potential to help maintain informal caring by

increasing the supply of care by family, but also involve some deadweight loss, i.e. the state

will pay for some cases that would have been provided in the absence of any financial

incentive. The extent to which cash benefits are used to reward family carers is

nevertheless influenced by, among others, how flexible are the conditions for utilisation of

the benefit. Here, there can be trade-offs between maintaining incentives for family caring

and controlling for inappropriate use of cash benefits, or for the emergence of unregulated

grey labour markets (e.g., Italy, Austria).

A second trade-off regards the risk of trapping family carers into low-paid roles with few

incentives for participating in the labour market. In this respect, designing financial

incentives for carers might be especially delicate when care needs increase or a relatively

high allowance is needed to provide sufficient financial support. As most carers are aged

over 45 years, it will be important to minimise incentives for pre-retirement by avoiding

offering too-high replacement rates or guaranteed pension and unemployment

contributions. Policy should also not encourage women’s withdrawal from the labour

market for caring reasons. Last, reliance on a cash-benefit system where there is little

supply of formal LTC workers can discourage the emergence of formal provider markets,

unless the use of the cash is regulated to discourage black or unregulated markets.

For all the reasons mentioned, financial support should not be regarded as the sole policy

option to support family carers. Services are also needed. For example, cash benefits

should be seen in the context of a personalised care plan, which could include basic

training for the family member, work reconciliation measures, and other forms of support

to carers, including respite care.

Supporting carers also involves addressing 
work-life balance issues through more choice 
and flexiblity…

While caring does not lead to reduced work hours in case of low caring responsibilities, the

impact of caring increases with care intensity. A 1% increase in hours of care is associated

with a reduction in the employment rate of carers by around 10%, while a 1% increase in

hours of care translates, on average, into slightly more than a 1% decrease in hours of work.

Care leave and flexible work arrangements help carers address the balance between

workplace obligations and caring responsibilities, and so can induce the supply of both.
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Two-thirds of the OECD countries for which information is available have statutory rights

to leave to care for people with chronic conditions or LTC needs. Paid leave is restricted to

slightly less than half of the countries, and typically limited to less than one month or to

cases of terminal illness, while the amount paid is often so low that use is limited. As in the

case of parental leave, it can be difficult to set the appropriate duration of care leave. Long

leave may damage the labour market position of the carers, while a short leave might not

be enough and could encourage workers to withdraw from the labour force.

Care leave conditions are generally restrictive relative to parental leave to care for children,

which is available widely and is paid in nearly all OECD countries. Regulations also make it

easier for employers to refuse care leave than for parental leave. There are reasons for this

disparity. Higher predictability – in terms of timing and duration of parental leave – makes

it easier for employers to manage parental leave in a stage of the employee’s working life

where productivity and career opportunities are growing. Still, considering the expected

future growth in LTC needs and that many carers might be caught between dual caring

responsibilities (for children and for old parents), there could be advantages if caring roles

were better recognised.

Flexible work conditions can reflect variation in the availability of formal care and in care

needs. The United Kingdom, Australia and the United States have flexible work

arrangements which appear to be effective in attenuating the risk of a reduction in working

hours associated with caring. While in eight out of ten OECD countries, parents can request

part-time work, rights to work part-time for carers of the frail elderly exist in fewer than

two-thirds of the 25 OECD countries for which information is available.

… and offering flexible support services to carers 
which have to go beyond respite care

Some support services, such as respite care, training and counselling, can contribute both

to ensure quality of care and to improve carers’ wellbeing. Besides, such policies are of

prime importance because many carers – particularly siblings and partners – are becoming

older themselves and possibly frailer. Although there is a dearth of evidence on

cost-effectiveness, such services can be arranged for a relatively low cost, especially if

leveraging upon the widespread and invaluable contribution of the voluntary sector, as is

done already in some countries.

Respite care provides carers with a break from caring duties and an opportunity to get

trained to care better. Often, this is the only and most prevalent form of carers’ support,

although there can be shortage of services as signalled by waiting lists in some countries.

Most often, families are the main funders of short-term respite care, but there can be

means-tested subsidies or full financial support for respite as in Denmark. A few countries

provide a legal entitlement to respite of varied duration (a few days per month in Finland,

4 weeks per year in Germany and Austria). Respite is of vital importance to reduce risk of

carers’ burnout. Effectiveness is the highest when services are targeted to high-intensity

carers or those with the highest perceived burden, those in paid employment, and for

night-care respite. Flexible services or combination of services are more likely to be

appropriate to adapt to diverse carers’ needs. As many carers are reluctant to seek temporary

respite, financial support or geographical proximity of service facilitate access to respite.
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Counselling can be effective at relieving carer’s stress, and carers often lament the lack of

psychological support. Sweden promotes a comprehensive and integrated counselling

system. In Ireland, training for family carers is available, while the Netherlands offers

preventive counselling and support services. Germany provides legal rights to individual

care counsellors. In the United States, a national programme organises support groups and

individual counselling. However, these services tend to be hard to access, small-scale, and

often unfunded.

One-stop shops for carers and their families, or arrangements that link information on

public, private, and voluntary organisations, can inform carers of available services and

help to plan medical and social care. Care managers, too, can be a real asset in advising

carers and helping them co-ordinate services. Assessment of carers’ needs, as in Australia,

Sweden and the United Kingdom, is a first important step to identify carers and advise

them on appropriate services. Researchers in several countries have developed various

assessment tools to this end. Nurses and General Practitioners broadly can also play a key

role in identifying carers’ distress early and suggest appropriate remedies.

More evidence on the relative cost-effectiveness 
of alternative ways to support carers is needed

While addressing carers’ needs requires targeted policies, it is important to maintain a focus

on the recipients’ care needs when targeting support. This is a practical matter – it is easier

to identify the care recipient than the carer – but it will also enable the authorities to

modulate support to the needs of the care recipient. Recognition that both carers and the

people they care for are heterogeneous groups with different needs calls for flexibility in

designing support measures, and adapting them to the individual circumstances of both the

person being cared for and the carers, and over time. Co-ordination between formal and

informal care systems is desirable, too. Ultimately, however, it will be vital to strengthen the

evidence-base on the cost-effectiveness of policies to support carers. As the cost of support

policies will likely go up in the future, evaluation of their effectiveness in mitigating the

detrimental health and labour-market effects of caring will be highly valuable.

3. All OECD countries need a system providing formal LTC services

Although family carers are the backbone, 
all OECD countries need well-performing formal 
LTC systems

While family carers provide the bulk of caring services, there are limits to what they can do,

especially when dependency is very severe. Over-reliance on family carers has undesirable

social, health, and labour market consequences. All OECD countries need formal LTC

services, including both institutional, home-based, and community services, and good

partnership between formal and informal care systems. Future demands for care will put

higher pressure on governments and the private sector to deliver high-performing

long-term care services. Setting the public and private financing mix and organising formal

workforce supply are key elements that all governments need to address. Models and

approaches vary greatly.
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4. LTC workforce challenges appear manageable

Long-term care is a highly labour-intensive sector 
with often poor working conditions

Some workers get considerable satisfaction from working in the LTC sector. However,

relatively low pay and difficult working circumstances discourage many others. Turnover is

high and retention is low. As a consequence, some OECD countries struggle to match

growing demand for LTC workers with available supply. Shortages of LTC workers could

endanger access and quality of services.

Long-term care is a highly labour-intensive sector, but the density of LTC workers (an

indicator of development of LTC supply that measures the number of LTC workers per

100 people aged over 80 years) varies widely across the OECD. While the Slovak Republic

has the lowest density of LTC workers per 100 people aged 80 or over (slightly over 0.5),

Norway, Sweden and the United States have the highest densities (over 3.5 per 100).

Between 27% (Switzerland) and 82% (Korea) of LTC workers work in home care. Not

surprisingly, density ratios are higher in institutional settings than in home care. Worker

density in residential care varies from 0.1 full-time-equivalent (FTE) worker per care

recipients in the Slovak Republic, to 0.8 in New Zealand.

The share of qualified nurses working in the sector varies greatly across countries. LTC

workers are predominantly women (90% of all LTC workers), and many are relatively old.

Typically, the required qualifications are fairly low, and lower in home care than in

institutional settings. In some counties, however, qualified personnel accounts for a major

part of the personnel employed in the sector, such as in Germany. There is no clear skill

mix. Between 16% (Japan) and 85% (Hungary) of all LTC workers are nurses, but in most

countries fewer than half the LTC workers are nurses. The average age of care workers

tends to be relatively high in most OECD countries. More than half of the Australian care

workers enter the LTC workforce after the age of 40, and one in ten enter after the age of 50.

For low-qualified care workers, entering an LTC job – especially in home-care settings –

does not require high credentials, but difficult working conditions and low pay often

generate high turnover among workers. High turnover contributes to producing a negative

image of LTC, and endangers both access to, and quality of, services.

Turnover and shortages of nurses in the LTC sector are high, too, and may have negative

outcomes for heath and quality of life of LTC users. Working conditions and benefits for

nurses in LTC settings are generally poorer than in acute care.

Achieving an adequate supply of LTC workers 
is a manageable challenge

Even if the supply of family carers remains large and the economic downturn has eased

labour market tightness in some countries, demand for LTC workers is growing across the

OECD, and many countries are already struggling to meet the challenge. Projected declines

in the working age population due to population ageing will add to the challenge.

Nevertheless, an adequate supply of LTC workers is a manageable goal. This will require a
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multipronged approach, as well as better evaluation of success stories and encouraging

examples. Countries will need to use the following strategies:

● improving recruitment efforts, including through the migration of LTC workers, in some

OECD countries, and the extension of recruitment pools of workers;

● increasing the retention of successfully recruited LTC workers, by improving the pay and

working conditions of the LTC workforce; and

● seeking options to increase the productivity of LTC workers.

Migrant LTC workers reach destination countries 
through a variety of channels; improvements 
in migrant care workers’ jobs quality are desirable

The presence of foreign-born workers in the LTC sector is uneven across the OECD. While

Japan has very few foreign-born care workers, in the United States nearly one in every four

direct care worker is foreign-born. Italy and Israel have an overrepresentation of

foreign-born LTC workers compared with other low-skilled sectors in the economy.

Demand keeps growing. Between 2008 and 2009, over half of the 6% increase in

residential-care employment in the European Union was accounted for by foreign-born

workers. In the United States, the social-assistance sectors have experienced the fourth

largest growth in foreign-born workers over the period 2007-09.

Although most OECD countries have restricted managed-migration programmes for

low-skilled workers, there are many immigrant low-skilled LTC workers in the OECD area.

Migrant care workers reach destination countries through diverse channels. In Sweden,

Spain, Portugal and Italy, some care workers may migrate under general regimes (often

subject to a labour-market test). Canada, Israel, Germany, Italy, the United Kingdom and

France have specific programmes, visa, regularisation measures, exemptions, or bilateral

agreements targeting migrant care workers. In addition to free movements of labour across

EU member states, irregular migrants in some EU countries such as Italy and Austria have

entered the LTC sector via unmanaged migration channels, such as via overstay or illegal

border crossing. Finally, some migrant carers arrive under family reunification schemes.

The diversity of channels and labour market conditions of migrant LTC workers makes it

difficult to draw generalisations regarding the phenomenon. Nevertheless, it is possible to

identify some specific challenges. First, in light of the growing inflows of LTC workers in

some countries, the absence of specific reference in labour migration programmes to the

labour needs of the LTC sector is conspicuous. Where irregular care migrants are numerous

and growing, the question of adequacy of official migration channels to match supply with

demand for care workers arises. Using agencies to match demand for workers with supply

can create new problems, such as high agency rents and oversight of agency practices.

Although many LTC workers experience poor work conditions, there can be specific issues

linked to job conditions for migrants. Where job quality is lower than for native-born in

similar jobs, improving labour market conditions for migrants seems a priority. Training

strategies, including language training, can help improving integration and labour market

outcomes. Finally, over the longer term, dependence on migrant LTC workers to fill

domestic “shortages” can signal inadequacy of domestic recruitment and retention

policies, and raise equity concerns about the impact on sending countries.
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Broadening recruitment pools can be a successful 
strategy but numbers reached tend to be small 
and evidence on outcomes poor

Measures to expand recruitments pools for LTC workers, including both existing workforce

pools and new potential pools, have met with mixed success. Germany and the

United States have measures seeking to encourage young people into LTC training and

jobs. Economic incentives directed to LTC workers have been employed in several

countries, such as financial support for re-training workers for LTC jobs in Germany, and

bonuses for nurses going into LTC in Australia. Efforts to re-hire LTC workers who had

exited the LTC sector exist in Germany, the Netherlands and Australia. Other countries

have re-activation measures targeting long-term unemployed and those economically

inactive (e.g., Japan, New Zealand, Finland, the Netherlands and the United Kingdom).

There is generally little evidence on long-term cost and effects of policies aimed at

increasing entry and retention from new target groups. But, where it exists, evidence

suggests that such recruitment efforts have had mixed outcomes or, where successful,

only concerned relatively few people. In addition, re-activation measures have often

targeted work in itself, rather than work in the LTC sector, without lasting improvement in

job retention in the sector.

Valuing the LTC workforce will have positive spin 
offs on retention and recruitment; this requires 
emphasis on improving working conditions

No strategy to develop new recruitment pools or make better use of existing pools will be

successful if job retention and job quality is poor. Mass exit of LTC workers reduces returns

on investment in recruitment and training, and depresses quality of care. Unattractive

work conditions lead more workers to quit which, in turn, further increases the work

burden and stress on those who remain – a vicious spiral. In the United States, turnover

costs have been calculated to be at least USD 2 500 per vacancy. Measures to keep the

workforce in place are therefore of utmost importance.

Investing in higher remuneration and benefits, better working conditions, training

opportunities, more responsibilities on-the-job, feedback support and supervision, have all

been found to be important ingredients of a successful LTC job attraction and retention

strategy. Health and safety concerns are another area of paramount concern, and possibly

one more difficult to manage in home-care settings, a consideration that also applies to

reducing work pressure and improvement in management.

Training can be a route to upgrading the status of LTC work as a profession. Most

OECD countries do not have compulsory training or qualification requirements for care

workers, although many have locally organised or nationally-set training schemes for LTC

workers. There is little proof of nurses in training being prepared for a potential career in

LTC (i.e., gerontology knowledge, managerial skills, and internships). LTC managers should

be trained in leadership skills.

There is evidence of good results from measures aimed at upgrading LTC work. Dutch and

German LTC-workers’ retention rates, for example, are higher than in the United States

and the United Kingdom, as workers in the former countries appear to be more satisfied
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with their working conditions and responsibilities. Sweden, Denmark and Norway also

appear to be success stories on this front. The introduction in Germany of elderly care

nurses led to a redesign of tasks and responsibilities for nurses, with a positive impact on

attractiveness of the sector for nurses. This suggests the importance of specific measures

to improve career opportunities for nurses working in LTC and upgrade their skills.

The flip side of the coin is that by “professionalising” a still relatively easy-to-enter sector,

it may raise entry barriers in the future, increasing rigidity in a sector that is regarded by

workers as being highly flexible. These measures require investment of resources, too.

Countries which have in place relatively good benefit packages for LTC workers, such as

Denmark and Belgium, have relative high public spending on LTC. But attaching

importance to LTC jobs as a “profession” brings tangible payoffs. The Netherlands and

Japan, which have put emphasis on creating a “LTC profession”, have been successful at

creating a large LTC workforce. Public awareness initiatives to raise public perception on

the image of LTC work could contribute to better recognition for the workforce, and,

ultimately, better retention.

But there is still a dearth of evidence on successful 
productivity-enhancement measures

Unlike other service industries, evidence on productivity improvements in LTC labour

markets remains sparse. A first issue regards the difficulties in defining productivity in the

sector, and, particularly, the appropriate measure of outputs or outcomes with which to

compare labour input indicators. Concerns about potential trade-offs between productivity

and quality have delayed or hampered initiatives to substitute capital for labour or

optimise the intensity of labour supply in the sector. The main avenue for improving care

workers’ productivity has been from reorganisation of work processes, the use of ICT to

reduce bureaucracy and indirect workload, and the delegation to nursing assistants of

tasks that were previously the responsibility of nurses.

5. Moving towards universal LTC benefits is desirable irrespective 
of financing model

There are equity and efficiency rationales 
for moving towards universal LTC benefits

On fairness and efficiency grounds, a majority of OECD governments have set up

collectively financed schemes for personal and nursing-care costs. Many are also moving

towards universal entitlement to coverage of long-term care costs.

Only a few low-income OECD countries rely entirely on family or informal arrangements

for coverage of LTC costs. In the others, public LTC coverage can be grouped into three

models, largely reflecting the eligibility criteria they apply. One third of the countries have

universal coverage within a single programme, either as part of a tax-funded social-care

system, as in Nordic countries (LTC spending between 2 and 3.6% of GDP), or through

dedicated social insurance schemes, as in Germany, Japan, Korea, Netherlands and

Luxembourg (LTC spending ranging from 0.3% of GDP in Korea to 3.5% in the Netherlands),

or by arranging for LTC coverage mostly within the health system (Belgium). While not

having a dedicated “LTC system”, a large number of countries have universal personal-care
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benefits, whether in cash (e.g., Austria, France, Italy) or in kind (e.g., Australia, New Zealand).

Financing of personal care in the second group of countries is fragmented across different

schemes and mechanisms. In some of these cases, only a component of the care cost is

provided universally, or else care is supported only if it is received in certain settings. In

most such countries, benefit levels are closely linked to ability to pay. Finally, two countries

have safety-net, means-tested schemes for long-term care costs, namely the United Kingdom

(excluding Scotland) and the United States.

Uncertainly about whether, when, and for how long an individual might need long-term

care services suggests that pooling the financial risk associated with long-term care is a

more efficient solution than relying solely on private out-of-pocket payments. Otherwise,

the cost of long-term care services and support can rapidly become unaffordable, and not

only for low-income seniors. Average LTC expenditure can represent as much as 60% of

disposable income for all but those in the upper quintile of the income distribution. The

oldest old and those with severest care needs are especially at risk. Hence, universal LTC

benefits are better able to ensure high and equitable access to care than means-tested

entitlements or social-assistance type programmes – though at a cost. Over the years,

there has indeed been a convergence towards providing such a “basic universal floor” in

many OECD countries (though how broad and comprehensive is the “basic floor” depends

on the financial position and priorities of each country).

Even in universal systems, it is desirable to target 
care benefits where needs are the highest

LTC costs can be impoverishing for moderately and severely disabled LTC users, even for

those who were not poor before the onset of disability. However, many low-need recipients

face relatively affordable long-term care expenses, and some LTC users are income and/or

asset rich. This means that universality of entitlement to LTC coverage does not exclude

targeting of personal-care benefits to those with highest needs. In fact, in light of the

expected growth in age-related spending, targeted universalism has the potential to provide

fair protection in a fiscally sustainable manner. Such an approach involves some sort of

collective provision of support for those with high needs, combined with support for those

with low needs which reflects the individual’s ability to pay.

A number of countries seem to be moving towards such “targeted universalism”, albeit at

very different rates and from different starting points. Such an approach requires countries

to carefully balance three features of LTC coverage schemes:

● setting the need-level triggering entitlement to coverage;

● the breadth of coverage, that is, setting the extent of user cost-sharing on LTC benefits;

and

● the depth of coverage, that is, setting the types of services included into the coverage.

Even within universal LTC schemes, stringent assessment criteria can be in place, as is the

case in Korea and Germany, for example, relative to Japan. Some countries target LTC

coverage only to the oldest segment of the population. Over the years, there have been

efforts to target benefits to those with highest care needs in Sweden or the Netherlands,

while Japan moved low-need users to a prevention system in 2006.
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Universality of entitlements does not mean that all LTC should be free. In fact, all countries

have user cost-sharing for LTC, although the extent varies significantly across the OECD.

For example, in France a LTC cash benefit pays up to EUR 1 235 per month for a

high-need/low-income user, down to EUR 27 for higher-income users, while in Sweden

there is a cap for cost-sharing on home-help services of EUR 180 per month. While

administratively more burdensome, paying higher benefits to low-income dependents as

in France, Austria and Australia is a possible way of ensuring access to care for those who

need it without excessive public expenditures. (As discussed below, there is also a strong

rationale for charging care recipients for the cost of board and lodging in nursing homes.)

Targeting of the benefit package or setting a basic basket of services that all LTC users need

can be trickier. On cost-control grounds, it could be argued that support for domestic care

and help with so-called instrumental activities of daily living (IADL) such as shopping,

cleaning or administrative tasks should not be included in a basic package. And indeed,

in-kind benefits in Korea and New Zealand focus on support for daily living activities (ADL),

while the Netherlands moved IADL services for people with small limitations out of LTC

insurance into a separate budgeted system in 2009. In practice, however, the distinction

between personal and domestic help can be difficult to make, especially where services are

jointly provided to high-care-need users. Furthermore, restricting coverage to ADL services

gives people an incentive to argue that they have greater needs than they actually do, so as

to get access to the higher levels of support. Coverage of support for some IADL activities,

as in Sweden, Denmark, Germany and Luxembourg, is reported to have helped to prevent

dependent people with relatively high care needs from moving to even more expensive

care settings.

Maintaining flexibility to adjust benefit coverage to changing care needs is desirable on both

adequacy and quality grounds. For example, Germany and some other OECD countries

extended their basket of services to include an extra benefit for those with cognitive

diseases. The use of cash benefits provides users with flexibility and can recognise each

individual’s unique circumstances. An increasing number of OECD countries – the

Netherlands, Austria, Germany, France, Italy and the United Kingdom as well as many

central and eastern European countries – provide cash entitlements for care.

It is unrealistic for governments to shoulder 
all hotel costs of institutional care, but they can 
help mobilisation of cash to pay for such costs

Board and lodging (B&L) can be very expensive – twice or three times as large as

personal-care and nursing costs taken together. In some Nordic countries, payments to

cover B&L costs are income or asset-related, while assistance in United States,

United Kingdom, Belgium, France, and Germany is targeted to low-income people through

welfare or housing-subsidy programmes. Japan has flat-rate payments for this cost

component, which are nevertheless lowered for low-income people.

Reasons for asking individuals to contribute towards their B&L costs go beyond governments’

affordability considerations. All individuals should be required to pay at least for a minimum

for their food and shelter-related expenses, regardless of their dwelling, and it can be expected

that some food and shelter expenses are met by running down accumulated savings and

personal wealth, regardless of where a LTC user lives. Moreover, full coverage of B&L could give

incentives for LTC users to prefer institutionalisation over receiving care at home.
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Including assets in the means-test used to determine individual cost-sharing (or

entitlement to public support) for B&L costs better reflects the distribution of economic

welfare among individuals. But it can be more cumbersome to administer and act as a

disincentive to individual savings. No matter the level of B&L fees, transparency in the way

fees are calculated is necessary for fairness and user acceptability.

Home ownership can provide avenues to help users mobilise cash to pay for the cost of

food and shelter associated with residing in nursing homes. Possible mechanisms already

used in some OECD countries are:

● Bonds/equity release and similar interest-free loan schemes (e.g., Australia). They can

foster a sense of ownership towards the LTC residence.

● Public measures to defer payment of nursing-home costs (e.g., Ireland, some local

councils in the United Kingdom), or exclude the value of houses from asset-tests

(e.g., United States).

● Private-sector products, such reverse-mortgage schemes and combination of life and

LTC insurance policies. These facilitate decisions about having to sell the house.

Different approaches to raise finances 
for long-term care are possible, but to address 
future cost pressures, a forward-looking set 
of policies and innovation in financing models 
are desirable

OECD countries rely on different approaches to raise funds to pay for LTC coverage. These

often reflect differences in how health care is financed – countries with tax-funded or

social-insurance-based health coverage follow similar arrangements for financing LTC costs.

Regardless of the preferred financing model, LTC financing schemes often have too-short a

time frame. Benefits or co-payments are adjusted to reflect current resource constraints,

rather than making a strategic decision on the appropriate balance between collective and

private responsibilities.

Issues that countries need to be considering to prepare for the increased demands for help

with LTC costs in the future include:

● Tax-broadening, which means financing beyond revenues earned by the working-age

population. Japan, the Netherlands, Belgium and Luxembourg complement payroll

contributions with alternative revenues sources.

● Better pooling across generations, which implies avoiding unduly charging (dwindling)

young population cohorts to pay for LTC costs of a growing cohort of old people. For

example, in Japan LTC premia are levied on those aged 40 years and over. In Germany,

not only the working-age population but also retirees are required to contribute premia

to social LTC insurance, based on their pension.

● Pre-funding elements, which implies setting aside some funds to pay for future obligations.

All social LTC insurances are financed on a pay-as-you-go basis. While a fully-funded

system may not be justifiable given the uncertainty surrounding future LTC needs,

demographic forecasts indicate a possible role for some pre-funding. Private compulsory

LTC insurance in Germany includes some pre-funding elements. The Singapore

Eldercare Programme is, in principle, fully-funded. In tax-funded LTC schemes, this

would mean building a favourable fiscal position through lower debt-to-GDP ratios.
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● Innovative approaches. New innovative schemes involving public-private partnership or

voluntary funding schemes based on automatic enrolment with opting-out options are

being implemented in the United States (the so-called Class Act) and have been

established in Singapore. These initiatives borrow features of both public and private

insurance, although the voluntary nature of enrolment remains a challenge to manage.

Private LTC insurance has a potential role to play 
in some countries but unless made compulsory 
will likely remain a niche market

The market for private long-term care insurance is small in most OECD countries. Even in

the United States and France, where coverage is the broadest, less than 10% of the

population aged 40 years and over holds private LTC insurance. With the exception of the

United States and Germany, in most OECD countries less than 2% of total LTC expenditure

is financed through private LTC insurance. The group market is large in France where it

represents nearly half of the market; it is 30% of the total in the United States.

Even in countries with a relatively high share of private LTC financing, insurance market

failures and consumers’ lack of forward planning limit the role of private insurance in the

LTC sector, regardless of whether it plays a primary or complementary role. Public

initiatives to broaden access to voluntary private LTC insurance, such as preferential tax

treatment, targeted regulation or public-private partnerships have met with limited

success, as shown by the experience of the United States.

To broaden access, private providers have simplified insurance products (e.g., move

towards policies providing a fixed cash benefits) and introduced hybrid financial products

such the combination of life and LTC insurance coverage. In France, for example, some

150 000 individuals (about 5% of the market) hold a long-term care insurance coverage as

part of their life insurance policies.

6. With growing cost pressure, seeking better value for money in long-term care 
is a priority

Growth in demand for more and better care will 
put pressure on governments to improve value 
for money in long-term care

While long-term care still accounts for a relatively small share of GDP compared with other

ageing-related expenditures such as pensions and health, it is projected to experience a

faster relative increase over the next decades.

Efficiency discussions in long-term care have received relatively little attention compared

with, for example, health care. Yet, in a context where the other large age-related spending

items (pensions and health) are also expected to grow, it will be difficult to sustain

expansion in long-term care services without proof that high value for money is delivered.

Evidence on what works best remains scarse. There is a therefore strong need for focusing

policy attention on the efficiency gaps in the sector. International research and

collaboration on value for money and the development of measures or indicators of

efficiency in LTC deserve much priority.
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Encouraging home care is desirable for users 
but in certain conditions institutional care 
is more cost-effective

How to balance home and institutional care settings is at the core of long-term care policy

initiatives in nearly all OECD countries. In 2008, institutional care accounted for 62% of

total LTC costs across OECD countries, while on average only 33% of LTC users received care

in institutions. Both utilisation and cost of institutional care are set to rise with growth in

cases and the average severity of disability of institutional care recipients. Meanwhile, in

many cases, LTC users prefer home-based solutions.

Developing alternatives to institutional care can partly compensate for cost growth, and

respond to users’ wishes to remain in their home. To do so, several approaches have been

followed – ranging from direct expansion of home-care supply (e.g., Canada, Ireland, Japan,

New Zealand, Sweden, and Poland); to new legislative frameworks encouraging home care

(e.g., Australia, Sweden) and regulation controlling admissions to institutional care

(e.g., Finland and the Czech Republic); or the establishment of additional payments, cash

benefits or financial incentives to encourage home care (e.g., Austria, Germany, Japan, the

Netherlands, Sweden, the United Kingdom and the United States).

The share of over 65-year-old LTC users receiving care at home has increased in many

countries in the past few years, but several challenges remain. A market for home care

providers may be missing or the supply of home care inadequate. Care organisation and

co-ordination can be endangered where different home-care providers visit the same

user. Information-support systems to support the choice of home-care providers by

users are well-developed in, for example, Nordic countries, but less so in some other

countries.

Questions about the appropriateness or cost-effectiveness of home care for high-need

users requiring round-the-clock care and supervision remain, and for users residing in

remote areas with limited home-care support. There is scope for government to monitor

and evaluate alternative services, including incentives for use of alternative settings. LTC

users can be supported to make appropriate choices and assessment of individual needs

linked to available care-provider options.

Few countries have looked for ways to improve 
productivity in the LTC sector

Despite hopes to improve productivity in long-term care – that is producing more and

better care for a given cost – the evidence gap on what works and under what conditions is

still large. According to OECD projections, productivity gains could bring a decrease of

about 10% in projected public LTC expenditure, relative to the pure demographic scenario.

In practice, however, there is hardly any measurement of productivity in long-term care,

partly becomes of difficulties in measuring outcomes. Initiatives to measure and enhance

LTC productivity are still in their infancy.

Provider payments for LTC are often on the basis of salary, with fee-for-service used to

pay LTC workers in home-care settings in some countries and capitation payments

used in some managed-care schemes in the United States. These mechanisms are well

known for rewarding volume instead of outcomes of care. Public LTC systems typically
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reimburse providers on a per diem basis, sometimes adjusted by prospective user’s risk.

But where budgets are negotiated ex-ante or based on a pre-fixed share of high-need

users, providers have complained about risks of budget overruns because public

budgets are not adjusted over time to reflect the changes in the disability status of

institutional LTC users.

There is a new emphasis in health care policy on changing incentives faced by

providers to reward outcomes and performance in lieu of outputs and volumes. But

pay-for-performance initiatives in long-term care are limited to a few examples in the

US Medicaid Programme. Evaluations from such programmes in some US states show

promising outcomes relating to resident satisfaction and employee retention rates, for

example. Yet changing provider payment mechanisms is difficult, not least because there

is still little assessment, comparative analysis and reporting of quality provided by home

care and residential care facilities.

Encouraging competition across LTC providers can be a way to stimulate productivity

enhancements. However, it can also hamper the co-ordination of care across different

providers unless this is specifically encouraged. The introduction of social LTC insurance in

Japan in 2000 led to the market entry of several competing LTC providers, with positive

outcomes for user choice and increased incentives for cost-management. Some Nordic

countries (Sweden, Denmark, and Finland) have vouchers, enabling LTC users to choose

freely among accredited competing providers. Generally, LTC user satisfaction is high,

although there is little evaluation of the impact on either quality or cost-effectiveness.

Increased capital intensity in the provision of LTC could improve labour productivity.

Assistive devices, for example, facilitate self-care, patient centeredness, and co-ordination

between health and care services. ICT can be an important source of information and

emotional support to carers, carees and their families. While evidence is still sparse, some

research results have shown a positive correlation between technology introduction, job

satisfaction and productivity, for example in Australia and Finland. However, rather than

being a substitute for labour, technology works well as a complement which enables

caregivers to dedicate more time to LTC users needing further assistance. The majority of the

studies remain pilot programmes, though, with need for further systematic assessment,

particularly about which users could benefit the most from the use of technology.

Healthy ageing and prevention could bring high 
benefit, but the knowledge gap regarding the 
cost-effectiveness of interventions must be closed

Healthy ageing and preventing physical and mental deterioration of people with chronic

care needs are potentially effective at promoting health outcomes and lowering costs.

According to OECD projections, healthy ageing and productivity gains could partly

compensate for future increase in LTC costs, and reduce the projected increase by about

5 to 10% by 2050.

Prevention and health-promotion efforts can influence lifestyle, help to identify risk groups

and detect morbidity patterns earlier. Supporting self-management programmes encourages

user centredness and is consistent with attitudes of the elderly to live active and

independent lives in their homes and communities. In 2006, the Japanese government

introduced in the LTC insurance system a community-based, prevention-oriented LTC
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benefit targeted at low-care-needs seniors. In 2008, Germany introduced carrot-and-stick

financial incentives based on sickness funds success with rehabilitation and management of

users’ transition from institutions to lower-care settings. However, such innovations are rare

and there is still much uncertainty regarding which interventions lead to better payoffs or

are cost-effective at managing LTC utilisation and preventing dependency. Filling in the

evidence base would prove of significant value.

Addressing value for money in long-term care 
requires optimising the interface between health 
and care

The links between health and long-term care are significant. There is potentially scope for

efficiency gains by managing the interactions. For example, in several OECD countries, LTC

users are admitted or treated in acute-care facilities or settings, which are more costly and

less appropriate for LTC care needs. Policy options to facilitate appropriate utilisation

across health and long-term care settings can include:

● arranging for adequate supply of services and support outside hospitals (e.g., Australia,

Hungary, the United Kingdom and Sweden);

● changing payment systems and financial incentives to discourage acute care use for LTC

(e.g., pay-for-performance in Medicaid in the United States);

● creating better rules, improving (and securing) safe care pathways and information delivered

to chronically-ill people or circulated through the system, to steer LTC users towards

appropriate settings (e.g., Sweden, Finland).

Another important area is better co-ordination of care pathways and along the care

continuum. In several OECD countries, long-term care is fragmented across care episodes,

providers, settings and services. Many OECD countries have set up co-ordination tasks or

assigned responsibilities to guide users through the care process. These range from:

● single point of access to information (e.g., Canada);

● the allocation of care co-ordination responsibilities to providers (e.g., Australia, France,

Sweden) or to care managers (e.g., Japan, Germany, Denmark, the United Kingdom);

● dedicated governance structures for care co-ordination (e.g., Belgium, the French Caisse

nationale de solidarité pour l’autonomie, Japan);

● the integration of health and care to facilitate care co-ordination (e.g., examples in the

United States, Canada and Sweden).

Despite these mechanisms, problems of care co-ordination remain. The co-ordination of

care within LTC systems and across health and long-term care deserves considerable policy

attention in the future. An overall vision of health and long-term care could lead to gains

in management.

Governance of long-term care is often complex

As the discussion on care co-ordination suggested, LTC services and settings are difficult to

manage. Long-term care policies interact with other social policy issues such as health,

housing, pensions and social infrastructure. The administrative and institutional-efficiency
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challenges are large. Possible useful approaches that have emerged from the assessment of

country practices include:

● establishing good information platforms for LTC users and providers;

● setting guidelines to steer decision-making at local level or by practising providers;

● using care planning processes, based on individualised need assessments, involving

health and care providers and linking need assessment to resource allocation;

● sharing data within government administrations to facilitate the management of

potential interactions between LTC financing, targeted personal-income tax measures

and transfers (e.g. pensions), and existing social-assistance or housing subsidy

programmes;

● dealing with cost-shifting incentives across health and care.
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Long-term Care: 
Growing Sector, Multifaceted Systems

Long-term care (LTC) is a growing, but relatively small sector in the economy. People
older than 65 years of age, especially those aged over 80 years, have the highest
probability of receiving LTC services, while women are the main recipients of
services. LTC is a labour intensive sector, which is mostly publicly funded. On
average, LTC expenditure accounts for 1.5% of GDP across the OECD. Most care is
provided by family carers. The LTC workforce (mostly women working part-time in
a majority of countries) is about 1.3% of the total OECD workforce. Over the last ten
years, new long-term care programmes have been implemented in a number of
countries, including cash-for-care programmes in European countries and the
United States, aiming at providing consumers with more choice and control over
LTC services. Due to the variety in target groups, governance, provision and
workforce, LTC services are often fragmented. The connection with health systems
is sometimes poor. The size, benefits, target groups, use, provision, governance and
financing of long-term care differ markedly across countries. This chapter provides
an overview of the sector in OECD countries. It begins by defining long-term care. In
the following sections, it offers a snapshot of who uses, provides, and pays for
long-term care services. Another section describes available services, with a focus
on cash-for-care programmes, while the final section offers a short overview of
recent policy developments in the sector.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The use of such
data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements in the West
Bank under the terms of international law.
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1. LONG-TERM CARE: GROWING SECTOR, MULTIFACETED SYSTEMS
1.1. Scope of this report: How do OECD societies address the growing need 
for long-term care?

How societies address the issue of long-term care (LTC) – that is care for people

needing daily living support over a prolonged period of time – is linked to social, moral and

ethical norms, government policy and other country-specific circumstances (Ngai and

Pissarides, 2009). For some, LTC is part of the private sphere, where family and friends are

mainly responsible for providing unpaid care, while others consider long-term care as a

collective responsibility. Furthermore, societies interpret the concept of collective – often

state – responsibility for long-term care differently, in terms for example of financing,

provision, and regulatory roles of governments.

These differences have implications for the development of formal long-term care

systems, which can differ significantly even in societies with similar demographic profiles,

or with a similar share of the population needing care. Yet formal LTC systems are just the

tip of a largely submerged iceberg. In all countries, the major share of long-term care

remains “hidden”, in the shape of informal – mainly family and friends – care.

In the future, pressures on long-term care are expected to grow, for at least four reasons.

First, although the speed at which populations are ageing varies considerably across

countries, and despite uncertainties about future trends in disability among the population,

demographic transformations will increase demand for LTC services in all societies. Second,

changing societal models – such as declining family size, changes in residential patterns of

people with disabilities and rising female participation in the formal labour market – are

likely to contribute to a decline in the availability of informal caregivers, leading to an

increase in the need for paid care. Third, as societies become wealthier, individuals demand

better quality and more responsive social-care systems. People want care systems that are

patient-oriented and that can supply well co-ordinated care services. Fourth, technological

change enhances possibilities for long-term care services at home but may require different

organisation of care. This raises pressures for improving the provision of care services, their

performance, and, therefore, will drive cost up.

These changes will create upward pressure on the demand for long-term care services

and, as a consequence, the human and financial resources necessary to provide LTC

services. This report discusses such future demands on long-term care services and

systems, in terms of human resources and financial sustainability. While both elderly and

younger disabled people, including those with physical and cognitive handicaps, may need

LTC, the report focuses mainly on older population groups. Financing appears especially at

the top of policy priorities towards long-term care in OECD countries (Figure 1.1).
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1.2. What is long-term care?
Long-term care is the care for people needing support in many facets of living over a

prolonged period of time. Typically, this refers to help with so-called activities of daily

living (ADL), such as bathing, dressing, and getting in and out of bed, which are often

performed by family, friends and lower-skilled caregivers or nurses.

As the costs of formal LTC may quickly become high for those in need of care, many

countries have set in place public risk-coverage systems. Coverage may be restricted to

specific low-income target groups or be universal. Benefits may imply services in kind or in

cash and services can be provided in different settings, usually depending on the status of

the care recipient. Care workers may have different qualifications depending on the care

recipient’s status and a country institutional arrangements, as does the intensity of care

provision. Long-term care can be provided in home, institutional or day-care settings, from

public, not-for-profit or for-profit providers, with services varying from alarm systems to

24h/7 days personal care. Service users may be required to pay a share of the cost for the

use of such provisions.

Responsibilities for – and expenditure on – formal long-term systems care can be

centralised at one ministry or agency, typically the Health Ministry or the Social Affairs

Ministry, or be a shared responsibility, although often lower-level authorities have

authority over the provision of services and, in some cases, over funding. Almost a third of

Figure 1.1. Financial sustainability is the most important policy priority 
for LTC systems in the OECD, 2009-10

Note: Includes responses from 28 OECD countries. Four countries identified other policies and reforms than the ones
listed above, including: improving functional needs assessments and international co-operation.
1. Harmonising LTC and health systems, support care co-ordination.
2. Encouraging informal care and support for informal carers (including family members).
3. Sharing the burden of LTC financing across society as a whole, including seniors or retired high-income

individuals.
4. Encouraging formal care capacity and training to caregivers, for example in order to reduce the burden on

informal caregivers.
5. Encouraging or facilitating the immigration of legal foreign-born caregivers.

Source: OECD 2009-10 Questionnaire on Long-term Care Workforce and Financing.
1 2 http://dx.doi.org/10.1787/888932400589
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Ensuring fiscal and financial sustainability

5 most important 4 3 2 1 least important
HELP WANTED? PROVIDING AND PAYING FOR LONG-TERM CARE © OECD 2011 39
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OECD countries have decentralised governance of LTC to state, regional or local level

(e.g. Canada, Finland, Korea, Mexico, Slovenia, Sweden, Switzerland, the United Kingdom

and the United States).

1.3. Who uses formal LTC services?
The use of formal LTC services – measured in terms of LTC recipients – is low in Poland

(0.2%), and the United States and Ireland (0.5%) (institutional recipients only), while high

use is seen in Austria (5.1%, all in the form of cash benefits), Sweden (4.2%), Norway and

Switzerland (3.9%), and the Netherlands (3.8%). On average, 2.3% of the population uses

formal LTC services across OECD countries (2008) (Figure 1.2). For the 23 countries for

which data are available, around 70% of all LTC users receive services at home, ranging

from 55% in Belgium to over 80% in the Czech Republic.

Demand for LTC is highly age-related (Figure 1.3), even though elderly people are

not the only target group. Less than 1% of those younger than 65 years use LTC, while

after the age of 65 years, the probability of LTC use increases fast. Between 2% (Poland)

and 46% (Norway) of the women aged 80 years old or over use LTC services, while the

correspondent male proportion ranges from 2.6% in Poland to 32% in Norway. These

data reflect higher female life expectancy and survival rates. Still, in most countries,

one in five LTC users is younger than 65 years, while around half of all users are aged

over 80 years (Figure 1.4).

Figure 1.2. More LTC users receive care at home than in institutions
LTC users as share of the population in OECD countries, 2008

Note: Data for Canada, Luxembourg, Denmark, Belgium and the Netherlands refer to 2007; data for Spain refer to 2009.
Data for Japan refer to 2006. Data for Japan underestimate the number of recipients in institutions because many
elderly people receive long-term care in hospitals. According to Campbell et al. (2009), Japan provides public benefits
to 13.5% of its population aged over 65 years. Czech home-care users include 300 000 recipients of the attendance
allowance. Polish data underestimate total LTC users. Austrian data represent recipients of cash allowances.

Source: OECD Health Data 2010, the Korean computerised administrative network and additional Australian and
Swedish data.

1 2 http://dx.doi.org/10.1787/888932400608
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1. LONG-TERM CARE: GROWING SECTOR, MULTIFACETED SYSTEMS
Figure 1.3. Most LTC users are women aged over 80 years
LTC users by age and gender, as a share of respective population group, 2008

Note: Data for Austria, Belgium, France and Poland refer to 60 years instead of 65; data for the Slovak Republic refer
to 62 years; for Norway, data refer to 67 years and over. For home-care users in Poland, the age breakdown refers to
60-74 years and those aged over 75, instead of 65-79 and those over 80. Data for Sweden refer to institutional care
only. Data for Canada, the Netherlands, Australia and Luxembourg refer to 2007. Austrian data represent recipients
of cash allowances.

Source: OECD Health Data 2010 and additional Australian and Swedish data.
1 2 http://dx.doi.org/10.1787/888932400627

Figure 1.4. Approximately half of all LTC users are aged over 80 years
Share of LTC users by age, 2008

Note: Data refer to different age breakdown for the following countries. For the 65-80 age group: recipients are aged
over 60 in Austria, Belgium and Poland; LTC users are over 62 in the Slovak Republic; home-care recipients are aged
over 60 and institution recipients are aged over 65 in France; recipients are aged over 67 in Norway). The age
breakdown for home-care users in Poland refers to 60-74 and those aged over 75 instead of 65-79 and those aged
over 80; Polish data underestimate LTC use. Data for Canada, the Netherlands, Australia and Luxembourg refer
to 2007. Data for Japan are for 2006. Austrian data represent recipients of cash allowances.

Source: OECD Health Data 2010 and additional Australian and Swedish data.
1 2 http://dx.doi.org/10.1787/888932400646
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In nearly all OECD countries, between half and three quarters of all formal LTC is

provided in home-care settings. In all countries, very old users are less likely to receive

home care than younger ones (Figure 1.5). Nevertheless, more than half of the care

recipients aged 80 years or over receives care at home in most countries. A substantial

share of the old LTC recipients suffers from dementia-related problems (see Box 1.1).

Figure 1.5. Younger LTC users receive higher amounts of home care 
than the very old ones

Home-care users as a share of total LTC users by age, 2008

Note: Data for the following countries refer to different age breakdowns. For the 65-80 age group: recipients aged
60 years and over (Belgium); recipients aged 62 years and over (Slovak Republic); recipients aged 67 years and over
(Norway). For Poland, the age breakdown for home-care users is 65-74 instead of 65-79 and over 75 instead of over 80.
For Norway, the over 80 years age group may be underestimated. Czech home-care users include 300 000 recipients
of attendance allowance. Polish data underestimate total LTC users. Data for Japan refer to 2006.

Source: OECD Health Data 2010, additional Australian, Japan and Swedish data.
1 2 http://dx.doi.org/10.1787/888932400665

Box 1.1. Dementia, Alzheimer’s disease and LTC

Psycho-geriatric conditions lead to reduced cognitive functioning and (increasingly)
require other people not only to support the care recipient in performing ADL and/or IADL,
but also to take over other aspects of the life, including day-to-day supervision, decision
making and legal guardianship. For many carers, this is a long-term, physically, mentally
and emotionally intense task, which becomes more burdensome, the further the illness
progresses. Furthermore, although medical options supporting prevention of vascular
dementia are available, for other types of dementia preventive measures are still unknown
and medical treatment can, when in early stages, only ameliorate some effects of the
disease (Groth et al., 2009).

Recent analysis linked the prevalence of dementia to age groups (Ferri et al., 2005, as
reported in Alzheimer Europe, 2006). According to these calculations, some 12% of those
aged between 80 and 84 years, and almost one in four of those aged over 85 years, suffer
from dementia. With ageing populations, strong increases in the prevalence of dementia
may be expected across the world (Brookmeyera et al., 2007), while current global expenditure
on dementia-related costs already amounts to 1% of GDP worldwide and 1.24% of GDP in
high-income countries (Wimo and Prince, 2010).
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1. LONG-TERM CARE: GROWING SECTOR, MULTIFACETED SYSTEMS
Between 1998 and 2008, the share of the population aged 65 years or older increased

by 12% across the OECD, while the share of those aged 80 years and over increased by 32%.

In most countries this also led to an increase in LTC use except in the Netherlands (2004-07)

and in Switzerland (1998-2008) where the share of the population using LTC decreased

somewhat. For the OECD countries for which data are available, only in Norway (2001-07),

Switzerland (2000-07) and the United States (2000-08), institutional care use remained

stable, at the level of the earliest year. In Sweden, institutional care use as share of the

population decreased by 19% (1998-2008) accompanied by a steady increase of the share of

home-care users, while in 12 other countries the share of the population using

institutional care increased over the past five to ten years. The share of the population

using home care saw a 15% decrease in the Netherlands (2004-07), was stable in

Switzerland (2000-08) and grew in most other countries. The share of the population using

home care increased by more than 70% in Hungary, and by around 50% in Japan,

Luxembourg, and the Slovak Republic, with smaller increase in Sweden. Japan show sharp

increases in total LTC use.

1.4. Who provides long-term care?

Family carers

Definitions of family carers vary, from wide to narrow, depending on variables such as

the minimum number of hours per week spent caring, the minimum period spent caring,

or wider or narrower inclusion of caring tasks. There can be limitations in the share of the

population investigated (people in working age, adults or people of a certain age), and the

pre-existing relationship of the care recipient with the family carer (spouse, a parent).

Chapter 3 analyses family carers considering the population aged over 50 years providing

personal care support. However, different definitions lead to major differentiations in

calculations. For instance, a wide definition led to the count of 100 million carers in the

EU25 (Alber and Kohler, 2005), whereas a stricter definition (at least 20 hours care per week)

Box 1.1. Dementia, Alzheimer’s disease and LTC (cont.)

Improved diagnostics may lead to earlier recognition, which, if not accompanied by
better preventive and treatment options, suggests that a higher than proportional growth
of those in need of LTC will have a recognised form of dementia. Earlier detection may lead
to increased quality of life, but will possibly be associated with higher treatment costs. The
expected drop in the availability of family care and the increase in dementia-related
problems – in many cases combined with other health problems – could pose financial and
human-resource challenges to LTC systems. Pressures due to increasing dementia
prevalence will be especially high in rural areas and for (mainly elderly) family carers, as
younger and better educated people tend to move away from these areas, while access to
health and care services is often poorer in rural areas.

Several countries pay special attention to dementia-related problems in long-term care,
for instance by developing an integral Alzheimer Plan (France, the United Kingdom), or by
improving or creating special benefits for dementia-related care needs, which may fall
outside the realm of ADL and IADL (Germany, Australia, Austria, Finland).

Source: OECD 2009-10 Questionnaire on Long-term Care Workforce and Financing.
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counted 19 million (Grammenos, 2005), of which 9.6 million caring at least 35 hours care per

week. According to OECD Health Data 2010, in the United Kingdom, only 0.7% of the population

and in Luxembourg and the Slovak Republic around 1% of the population are family carers

(2006), whereas in the United States 15% (2004) and in the Netherlands 21% of the population

between 18-65 years of age (2008) are family carers.1 These figures may suggest differences in

the provision of family care across countries, reflecting different cultures, but data limitations

and uneven definitions are a factor explaining these differences.

Crucially, however, even in estimates using narrow definitions, the size of the family

care “workforce” is at least double that of the formal care workforce (e.g., in Denmark), and in

some cases it is estimated to be more than ten times the size of the formal-care workforce

(e.g., Canada, New Zealand, United States, the Netherlands). On average, around 70 to 90% of

those who provide care are family carers (Fujisawa and Colombo, 2009).

Family carers are mostly women, especially spouses or adult daughters or daughter

in-law. The more intense the care becomes, the more likely it is that women are the family

carers, except in a spousal care situation (Glendinning et al., 2009; NAC and AARP, 2005;

ABS, 2008). On average, a family carer of frail adults is above 45 years of age. The most

intense care is usually provided within a household.

Estimates for the United States suggest that family carers delivered care for an

economic value2 of USD 375 billion in 2007 (Houser and Gibson, 2008), higher than the

estimated cost of USD 230 billion of paid LTC services in 2007 (Gleckman, 2009). For Europe, it

has recently been calculated that the economic contribution of (unpaid) family work ranges

– depending on the method used – between 20.1 and 36.8% of European GDP (Gianelli et al.,

2010). These and other studies point to the high economic value of family care.

However, providing care as a family member can lead to costs, for instance related to

lost working days and foregone career opportunities. An Australia study estimates the

opportunity cost of income forgone as a result of unpaid family caring at AUD 4.9 billion

– equivalent to nearly 10% of the total expenditure on formal health care in Australia

(Manaaki, 2009). Other costs may be related to the (mental) health of the carer (see

Chapter 3). In some countries, family members may be legally required to contribute to the

cost of formal care when care recipients are poor (Germany, Slovak Republic, France), while

the family caring process may also lead to increased household expenditures, such as

heating, medication, telephone costs, medical aids, and transport. This picture led many

governments to support family carers (see Chapter 4).

Paid care workers

LTC workers (nurses and personal carers) account – in headcount – for 1.5% of the

working-age population in selected OECD countries (Figure 1.6).3 The lowest shares are

found in countries where the formal LTC sector is still small, for example the

Czech Republic and the Slovak Republic (0.3%). The highest share (3.6%) is found in

Sweden, followed by Norway (2.9%) and Denmark (2.9%).

The size of the LTC workforce does not necessarily relate to the number of those in

need. A proxy is the density per 100 people aged over 80 years, which varies from about five

in the Slovak Republic to more than forty in Sweden and Norway (Figure 1.7). With a

demand for care that may outgrow the size of the LTC workforce (Martin and King, 2008),

some countries report shortages of workers in the sector, for example Spain, Austria,
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Figure 1.6. LTC workers represent a small share 
of the working-age population, 2008

Note: FTE stands for Full Time Equivalent. The definition of full-time equivalents varies across countries. LTC
workers include both nurses and personal caregivers. Data for Hungary, Canada, New Zealand, Luxembourg and the
United States refer to 2006. Data for the Slovak Republic, Germany, Australia and Denmark refer 2007. Data for the
Netherlands, Spain and Sweden refer to 2009. Data for Korea refer to 2010 (National Statistical Office). Data for
Germany exclude 170 000 elderly care nurses (2007). Data for the Netherlands refer to ADL workers and nurses in
employment only.

Source: OECD Health Data 2010 and Korea National Statistical Office.
1 2 http://dx.doi.org/10.1787/888932400684

Figure 1.7. The size of the LTC workforce is limited compared to the number 
of those in need

LTC-worker density per 100 persons over 80 years across OECD countries, 2008 or latest available year

Note: The definition of full-time equivalent (FTE) varies across countries. Data Italy are from 2003; data for
New Zealand and the United States are from 2006; data for the Slovak Republic, Germany, Australia, Denmark,
Canada, Hungary and Luxembourg are from 2007; data for Spain, Korea, the Netherlands and Sweden are from 2009.
Data from Germany exclude elderly care nurses (circa 170 000, 2007); data for the Netherlands are limited to nurses
and ADL assistants in employment.

Source: OECD Health Data 2010 and Korea National Statistical Office.
1 2 http://dx.doi.org/10.1787/888932400703
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Canada, Finland and Italy (Fujisawa and Colombo, 2009; OECD, 2008), while almost all

countries struggle with recruitment and retention (Chapter 6).

In some OECD countries, for example in Southern Europe, demand has been met by an

increasing inflow of migrant care workers. In Italy, the share of foreign-born care workers

increased rapidly, to reach an estimated 72% of all home-care workers in 2005 (Lamura

et al., 2010), a substantial share of which work in an informal context (that is, without

formally contracted services). In other OECD countries foreign-born care workers shape a

substantial share of the formal LTC workforce (Fujisawa and Colombo, 2009), for instance up

to 23% of the direct-care workers in the United States are migrants (PHI, 2010).

1.5. Who pays for long-term care, in what settings and at what cost?

Public funding plays a major role

Total spending on LTC4 accounted for 1.5% of GDP on average across 25 OECD

countries in 2008 (Figure 1.8). There is significant cross-country variation in the resources

allocated to LTC, in line with observed differences in utilisation. This variation reflects

differences in care needs, in the structure, and comprehensiveness, of formal LTC systems,

as well as in family roles and caring cultures. There is also variation in the extent to which

countries report both the health (so-called “nursing”) and the social-care spending

components of long-term care (Box 1.2).

Figure 1.8. The share of public LTC expenditure is higher than that of private LTC 
expenditure in OECD countries

Percentage of GDP, 2008

Note: Data for Austria, Belgium, Canada, the Czech Republic, Denmark, Hungary, Iceland, Norway, Portugal,
Switzerland and the United States refer only to health-related long-term care expenditure. In other cases,
expenditure relates to both health-related (nursing) and social long-term care expenditure. Social expenditures on
LTC in the Czech Republic are estimated at 1% of GDP (Source: Czech Ministry of Health, 2009). Data for Iceland and
the United States refer only to nursing long-term care in institutions. Data for the United States underestimate
expenditure on fully private LTC arrangements. Data for Poland exclude infrastructure expenditure, amounting to
about 0.25% of GDP in 2007. Data for the Netherlands do not reflect user co-payments, estimated at 8% of total
AWBZ expenditure in 2007. Data for Australia refer to 2005; data for the Slovak Republic and Portugal refer to 2006;
data for Denmark, Japan and Switzerland refer to 2007.

Source: OECD Health Data 2010.
1 2 http://dx.doi.org/10.1787/888932400722
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1. LONG-TERM CARE: GROWING SECTOR, MULTIFACETED SYSTEMS
Sweden and the Netherlands allocate the highest share of their GDP to LTC, around

3.5%. Other Nordic countries (Norway, Finland, and Denmark), as well as Switzerland,

similarly spend more than 2% of their GDP on LTC. France, Iceland and Japan allocate about

1.6-1.7%, while Canada is around the OECD average. At the opposite end of the spectrum,

southern and eastern European countries, together with lower-income OECD members

such as Mexico and Korea, spend relatively little on long-term care. In the case of Korea,

which implemented a universal LTC insurance system in 2008 and whose population is

rapidly ageing, spending is low but expected to grow in the future.

Long-term care is predominantly funded from public sources – even when taking

underreporting of private expenditures into account.5 The only exception is Switzerland,

where the private share of LTC expenditure is over 60% of total spending, although some

public social-care spending items are not reported. In aggregate, public and private LTC

spending in Switzerland reaches the level of Nordic countries, but public LTC spending

represents 0.8% of GDP, a figure comparable to public LTC spending in Germany and

Australia. Private spending is also relatively high in the United States (40%), Germany

(31%), Slovenia (27%) and Spain (25%). On average, the private share of total LTC spending

is equivalent to about 15%, and is a lower fraction than the private share of total health

spending (25%). Data on private LTC spending however may not include the high cost of

board and lodging in nursing homes which, as explained in Chapters 7 and 9, account for

the lion share of the cost borne by residential LTC users.

Box 1.2. Is LTC health or social spending?

Long-term care includes both health and social-care services. Clear definitions and
harmonisation of the boundaries between health spending and social LTC spending help
to ensure comprehensive and internationally comparable data on total expenditure on
health. However, it is not always straightforward to separate the two components of LTC.
Different countries may report the same spending item under health or under social
services, sometimes following country practices or the division of responsibilities for
long-term care across government authorities. Such variation in the treatment of
long-term care spending reduces the comparability of some key indicators, such as the
share of health expenditure to GDP.

Total long-term care spending is calculated as the sum of services of long-term health care and
social services of long-term care. The former, which represent health-related long-term care
spending, include palliative care, long-term nursing care, personal care services, and health
services in support of family care. The second, social services of LTC, include home help
(e.g., domestic services) and care assistance, residential care services, and other social services.
In other words, the health component of LTC spending includes episodes of care where the
main need is either medical or personal care services (ADL support), while services whose
dominant feature is help with IADL are considered outside the health-spending boundaries.
The WHO, OECD and Eurostat are reviewing definitions of these spending items and providing
more guidance to countries on how to separate them; this is part of the process of revision of
the System of Health Accounts manual.

Source: Long-term care Guidelines under the Joint Eurostat, OECD and WHO Health Accounts data collection.
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No place like home, yet spending on institutions remains high

People’s preferences for receiving care in their homes do not translate into higher

expenditures on home care. Most of the cost of long-term care still originates in the

institutional sector (Figure 1.9), due, amongst others, to high worker density and high-cost

infrastructure. Only in Denmark, Austria, New Zealand and Poland, does expenditure on

home care exceed that of spending in institutional care.

Expenditure on LTC per capita varies widely across the OECD, from USD 42

(international dollar) in the Slovak Republic to USD 1 431 in the Netherlands. Average per

capita expenditure across the OECD is USD 543 (Figure 1.10).

LTC is a labour intensive sector

Total LTC spending is associated with the density of workers per 1 000 people aged

over 80 years (Figure 1.11). The Netherlands, Sweden and Norway, spend relatively high on

LTC and have a high LTC-worker density. The Czech Republic, the Slovak Republic, Hungary

and Korea have both low expenditure and low LTC-worker density.

Figure 1.9. Spending on LTC in institutions is higher than spending at home 
in OECD countries
Percentage of GDP, 2008

Note: Home care includes day-care expenditure. Data for Denmark, Japan and Switzerland refer to 2007; data for
Portugal refer to 2006; and data for Luxembourg refer to 2005. Data for Poland exclude infrastructure expenditure,
amounting to 0.25% GDP (2007). Data from the Czech Republic refer to health-related LTC expenditure only. Social
expenditures on LTC are estimated at 1% of GDP (Source: Czech Ministry of Health, 2009).

Source: OECD Health Data 2010.
1 2 http://dx.doi.org/10.1787/888932400741
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1. LONG-TERM CARE: GROWING SECTOR, MULTIFACETED SYSTEMS
1.6. What services are provided?
Long-term care services can be provided in-kind (with the care recipient solely in the

position of care receiver), as an allowance paid to the family carer (see Chapter 4), or as a

cash benefit for the care recipient to hire the required services as they see fit. In-kind services

can be nursing or ADL services provided at home, can consist of services which can also have

a respite function for the carer, such as day care, and furthermore can include institutional

Figure 1.10. Significant variation in LTC expenditure among OECD countries
Per capita spending in USD PPPs, 2008 or latest available year

Note: PPPs stands for purchasing power parities. Data for the Czech Republic, United States, Austria, Canada, Iceland,
Belgium, Denmark and Luxembourg refer to nursing long-term care only. Social expenditure on LTC in the
Czech Republic is estimated at 1% of GDP (Source: Czech Ministry of Health, 2009). Data for Australia and Luxembourg
refer to 2005; data for the Slovak Republic and Hungary refer to 2006; data for Denmark and Japan refer to 2007.

Source: OECD Health Data 2010.
1 2 http://dx.doi.org/10.1787/888932400760

Figure 1.11. High LTC expenditure is associated with high LTC-worker density
2008 or nearest year

Note: Data for Canada, the Czech Republic, Denmark, Estonia, Hungary, New Zealand, Norway, Switzerland and the
United States refer to long-term care nursing expenditure only. Social expenditure on LTC in the Czech Republic is
estimated at 1% of GDP (Source: Czech Ministry of Health, 2009).

Source: OECD Health Data 2010.
1 2 http://dx.doi.org/10.1787/888932400779
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1. LONG-TERM CARE: GROWING SECTOR, MULTIFACETED SYSTEMS
care provision such as in a nursing home and palliative care. Both in-kind service and cash

benefits may require users to share a part of the cost and typically require an eligibility test.

Most OECD countries provide both in-kind services and cash benefits, while a few countries

have an in-kind system only (Australia, Hungary, Japan, New Zealand, Sweden and Mexico).

In Austria, France and the Czech Republic, cash benefits are the main (but not only) form of

benefits. Some Nordic countries have introduced voucher schemes6 that can be used by the

person in need of care to hire services.

Cash benefits provide care recipients with more choice to receive the services they

need, by the provider they choose, at the conditions of their liking (Lundsgaard, 2005).

However, countries vary in the way they implement cash-benefit schemes (see Box 1.3 for

country examples). In Germany, Austria, the Czech Republic and Italy, for example, there is

little control over the use of the benefit, while in other countries (for example in France),

only accredited or approved service providers can be hired and expenditure is supervised.

Similarly, countries vary in the requirements concerning hiring of family members.

Table 1.1 offers an overview of cash-for-care schemes.

Box 1.3. Cash-benefit schemes in selected OECD countries

In the United Kingdom, direct cash payments have been offered as an alternative to pay
personal carers since 1997. In 2010, a pilot programme of personal budgets in LTC was
implemented. The direct payments take-up has been relatively low, showing significant
local and user-group variations. Evaluations of the personal budgets scheme have shown
evidence of cost-effectiveness in relation to social care outcomes, but weaker
cost-effectiveness evidence in respect to psychosocial well-being. With regards to
caregiving, preliminary evidence is promising, showing that personal budgets may be cost
effective for carers.

Cash-for-care schemes have been very popular in the Netherlands since their
implementation during the mid-1990s. The cash benefit equals on average EUR 14 500
annually, but can vary substantially based on a needs and an income assessment. The
restrictions on the use of the cash benefits are minimal. Evaluations have indicated a high
allocative efficiency of this cash-for-care system. High satisfaction among beneficiaries
has been shown, as well as adequate purchasing power of the cash benefit, and low
administrative costs of the system.

In 2008, a pilot programme for cash benefit was introduced in Israel, and was further
expanded in 2010, covering 14.5% of the country. In order to be eligible for the cash benefit,
an individual must receive medium or high-intensity care by a caregiver, who is not a family
member. The amount of the cash benefit is 80% of the value of the in-kind benefit. Uptake of
this scheme is still low, with varying take-up rates, depending on aspects such as age,
income and benefit level. Beneficiaries in the cash-for-care scheme have shown greater
satisfaction but decreased well-being, compared to individuals receiving in-kind benefits.

In France, the Chèque emploi services universel (CESU), allows the beneficiaries to pay for
LTC services, or directly hire a caregiver. They can then seek reimbursement from the bank
or an accredited national organisation. Among the advantages of this scheme are the
optimisation of public expenditure and readability of public action. It is a policy priority,
therefore, to promote the CESU through the National Solidarity Fund for Autonomy.

Source: OECD Expert Meeting on Long-term Care, November 2010.
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1. LONG-TERM CARE: GROWING SECTOR, MULTIFACETED SYSTEMS
In some cases, cash benefits are provided when no or few formal (public) services are

available (e.g., Spain, some central European countries). The Korean LTC insurance system

provides cash benefits only for those living in remote areas, having difficulties utilising LTC

facilities due to natural disasters or similar reasons or to those unsuitable for admission in

an institutional setting.

A cash-for-care programme aims to contribute to the costs of care, but does not

necessarily provide sufficient payment to buy all the needed care. In Germany, the value of

cash benefits is set at a lower level than the cost of equivalent in-kind services. In some

countries, cash benefits can offer income support (e.g., Disability Living Allowance in the

United Kingdom, Slovenia and the Slovak Republic). The Finnish care allowance for

pensioners shows characteristics of both: it is provided as income support and eligibility

depends on the duration of disability, but the title refers to care. This also applies to the

Belgian APA/THAB7 (an income-support measure for those unable to cover LTC costs, based

on an income and needs’ assessment. New Zealand’s disability allowance and the invalid’s

benefit are income-support measures, similar to the invalid benefit, which are described in

terms of a share of wages. The Irish disability allowance, aimed at those at least one year

disabled, and of working age (aged 16-66 years), too, aims to provide an income.

Countries differ in the way the benefit amount is calculated. In some cases (e.g., Austria,

the Czech Republic) it is a flat rate, which depends on the need for care; in others (e.g., France,

the United Kingdom and Spain) income or asset testing is also required, which may lead to

substantial reduction of the available amounts. In Spain, for instance, those eligible but

above a certain income ceiling may receive only 40% of the allowance.

Countries vary also in the tax treatment of the cash benefit. Whereas most care

recipients will receive the benefit tax free (the Netherlands, the Czech Republic, Germany),

in Luxembourg benefits above EUR 3 600 annually are taxed.

The Netherlands is the only known country where unspent budget needs to be

returned, and, as in Luxembourg, the cash scheme can be cancelled in case of fraud (then

the user will have no option but to receive care in kind).

1.7. How did countries get here? Where are they going?
Table 1.2 summarises recent policy development in LTC schemes and systems across

the OECD. Some countries have implemented changes or reforms affecting only specific

aspects of the system, without however changing the main features. For instance, Mexico,

a “young” OECD country, installed its first National Gerontology Plan. The Belgian region

Flanders introduced a mandatory LTC insurance which supplements the main public LTC

coverage. The Swiss cantons started a human resource planning exercise for health and

long-term care. Other countries – Germany and France being an example – face a more or

less continuous stream of policy adjustments and changes to their system. France is

discussing reforms and, potentially, the creation of a fifth social security pillar (early 2011).

The United Kingdom (England) has produced in recent years a number of strategic plans on

specific issues and target groups, for instance on Independent Living (2006), a Carers

Strategy (UK HM Government, 2008), a strategy aimed at older workers that includes the

issue of combining work and other commitments such as care (2006) and a vision for adult

social care (2010). France has developed a targeted Alzheimer Plan (2008-12), as the

United Kingdom did in 2009, while other countries have developed broad strategy
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Table 1.2. Selected LTC policy changes over the past ten years in OECD countries at a glan

Title of policy or reform

Coverage Use

Carer 
support

Provision

Financing
Cost 

sharing

Access 
(eligility) 

and changes 
in services

Benefits Choice Workforce Q

Australia ♦ ♦ ♦ ♦ ♦

Austria ♦ ♦ ♦

Belgium Care insurance (Flanders) (2003)
♦3rd protocol: Conversion of rest home 

beds in nursing home beds (2005-11)

Canada ♦ ♦ ♦

Czech Republic ♦ ♦ ♦ ♦

Denmark Quality reform (2007) ♦

Finland National Framework for High-quality 
Services for Older People (2008)

♦ ♦

France Old Age Solidarity Strategy (2007-10)
♦ ♦ ♦ ♦ ♦ ♦

Alzheimer Plan (2008-12)

Germany LTC insurance reform (2008) ♦ ♦ ♦ ♦ ♦ ♦ ♦

Ireland Fair deal (2009) ♦ ♦ ♦

Iceland A new strategy plan for elderly care (2008) ♦ ♦ ♦ ♦

Japan Partial Revision LTC Insurance Act 
(2005-06) ♦ ♦ ♦ ♦
Revision of LTC Insurance Act (2009)

Korea National LTC insurance (2008) ♦ ♦ ♦ ♦ ♦

Luxembourg ♦ ♦ ♦

Mexico Institutional Gerontology Plan (2006)

Netherlands Social Support Act (2007)
♦ ♦ ♦ ♦

Care Innovation Platform (2007)

New Zealand ♦ ♦ ♦ ♦

Portugal National Network for Integrated 
Continuous Care (RNCCI) fully 
implemented in 2016 (2006)

♦ ♦ ♦

Slovakia ♦ ♦ ♦

Spain Long-term care law (2006) ♦ ♦ ♦ ♦ ♦ ♦

Switzerland ♦

United Kingdom Supporting people with long-term 
conditions (2005)

♦ ♦Carers Strategy (2008, refreshed 2010)

Working to put people first (2008)

Dementia strategy (2009)

United States Increasing grants to States for Money 
Follows Person Programme (2005)

♦ ♦ ♦ ♦ ♦

More “waivers’ assisting states” 
home-based care programmes (2005)

Private LTC insurees can protect more 
assets if ending up spending down 
for Medicaid (2005)

New opportunities (with increased federal 
co-funding) for States to offer home-based 
care services (2010)

Class Act (2010, to be implemented 2012)

Note: Policy developments may refer to more than one cell. For instance the introduction of a (mandatory) LTC system may
amongst others to access, benefits, co-payments, financing and choice. Coverage issues will be discussed more in depth in Cha
to 9, carers issues in Chapters 3 and 4, workforce issues in Chapters 5 and 6.
Source: OECD 2009-10 Questionnaire on Long-term Care Workforce and Financing, and additional documentation (such as N
Strategy reports for Social Protection and Inclusion 2008-10).
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1. LONG-TERM CARE: GROWING SECTOR, MULTIFACETED SYSTEMS
documents which still need to be operationalised such as the Icelandic New Strategy for

Elderly Care or the Finnish National Framework for High Quality Services for Older People.

Coverage reforms

Coverage reforms relate to financing (including cost sharing), and access to services

(including the number and type of). Over the last ten years, a growing number of

OECD countries have implemented or expanded policies aimed at increasing LTC coverage

and services, while also aiming to improve service provision to specific groups such as

those with severe disability or suffering from dementia.

Seven countries made changes to their financing for LTC. Two new financing LTC

systems were installed, one tax-based (in Spain, 2006), and one based on a national

compulsory insurance (Korea, 2008). Both have consequences for access (defining

eligibility), benefits (what is covered, what not), payments for (what do citizens pay under

what circumstances) and have workforce repercussions (because both countries

implemented rules about who can provide services).

Germany, which had introduced LTC insurance in 1994, implemented several ongoing

reforms to the system. For instance, in 2004 Germany required retirees to contribute to LTC

insurance, while, since 2005, those without children have to pay higher contributions.

In 2008, portability across insurers was improved, while market incentives were introduced

in 2007 and LTC insurance was made compulsory also for high-income people in 2008.

Japan reviews its LTC insurance every three years and has adjusted premia and providers’

fees three times, while, in 2006, community and preventive services where strengthened.

The Irish A Fair Deal (2009) changes the way co-payments and income and asset testing are

adjusted to prevent extreme poverty and make access to private providers easier.

New Zealand, too, is phasing out asset testing for admission to nursing homes. The

Netherlands is perhaps the only country that cut back its system. In 2007, IADL support was

transferred out of LTC insurance to municipalities’ responsibilities. Per 2012, the CLASS Act

is planned to be introduced in the United States, as part of its 2010 Affordable Care Act.8

CLASS is a privately financed, government provided, voluntary insurance scheme that aims

to provide a daily cash allowance to people in need for care after five years enrolment.

Cost-sharing reforms take different shapes. For example, Korea requires a 20% cost

sharing on institutional care and a 15% user co-payment for home care, which includes

ADL support, as well as for services such as transport, day/night care, short-term respite

care and equipment such as wheelchairs and orthopaedic mattresses. In Australia, several

changes in cost sharing were implemented over the years to bring more equity between

pensioners and self-employed retirees, and reduce co-payments for those with few assets.

As mentioned, the Irish Fair Deal (2009) substantially changed asset-testing rules, by

capping cost sharing at 15% of the asset value over a maximum period of three years.

Access-related reforms involve changes in eligibility procedures or changes in scope

and types of services available in the system. Several countries, find that a

“one-size-fits-all” assessment and service provision requires adjustment over time as new

considerations and target groups may come into play, or as the current model does not fit

needs. Thus, some countries have improved benefits for those with severe disabilities

and/or those suffering from dementia. Australia simplified its eligibility procedures, while

expanding residential support in remote areas as well as increasing residential capacity

from 100 places per 1 000 people aged over 70 years in 1985 to 113 in 2011. Finland aimed
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for integrated assessment of an individual’s need in its 2008 National Framework for

high-quality services for older people. Both Ireland and France, the latter in the context of

the 2007-10 Old Age Solidarity Strategy and the 2008-12 National Alzheimer Plan, have set

targets for increasing services in the community, where Finland aims to reduce residential

care use from 6.5 to 3% of the population by 2012 and encourage community care. New

Zealand implemented in 2008 a national assessment tool.

Use-related reforms

Use-related reforms refer to benefits and choice. Most OECD countries expanded

LTC-related benefits, including tailored specifics for those living in rural areas and

suffering from dementia. The use of cash benefits, information dissemination via for

example the internet, and competition between providers are among the options used to

improve consumer choice of provider and benefits.

Several countries improved their benefit package. For example, Australia, Austria,

Finland, Luxembourg (for home and palliative care) and Germany included benefits for

special target groups, such as those with severe disabilities or those suffering from

dementia. In 2009, Luxembourg started dedicated targeted training for LTC workers.

Germany expanded benefits by the (2009) introduction of disease-specific activity

measures in the LTC insurance. In 2004, Canada developed a ten-year plan to strengthen

health care which provides some short-term home-care services free of charge. Finland

aims to improve care provision at home and reduce institutional care. Australia increased

benefits for those suffering from severe disability or dementia, and expanded public

funding for transitional care services between the health and LTC system.

User choice is increasingly relevant. Cash benefits are one main vehicle being

introduced in ever more countries (see Table 1.1). Other options have included providing

additional information for users to navigate through the system, for example via

easy-to-use websites (Australia). The United States has increased federal co-funding for

money follow the person programmes, started in 2005. These programmes stimulate service

provision at the place where the person in need of care wants it delivered, for instance in

his own home, and increased funding for the states to assist states’ home-based care

programmes in 2010. Some Nordic European countries introduced or expanded market

incentives to stimulate private providers into the market.

Supporting carers

Increasingly OECD countries implement policies to support carers, for example through

improved options for care leave, either paid (Canada) or unpaid (Germany), or the introduction

of targeted carer allowances. Germany, Austria, and the Slovak Republic pay pension

contributions to carers or have introduced special pension rights for carers (Spain), while

Austria also pays health-insurance contributions and Germany provides low-rate

unemployment insurance. Similarly, the Slovak Republic introduced a carer allowance for

those below a certain income threshold in 2009. The United Kingdom published a Carers

Strategy (UK HM Government, 2008), announcing several measures to support family carers

such as expansion of respite services, measures to support carers to (re-)enter the job market,

actions to improve support for young carers, General Practitioners and other professionals

training to recognise and support carers. Pilot projects have been started on annual health

checks for carers, while the right to request flexible working time for carers was extended.
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Provision of service reforms

Provision of service reforms relate to the LTC workforce and to quality of care. Many

countries report workforce related measures. Some measures include a wage increase, as in

Japan (2009), funding of human resource development initiatives and supporting efforts to

increase retention. Canada supports initiatives to allow nurses to devote 20% of their

working time to professional development (Newfoundland/Labrador). The German federal

government, in 2005, took over the cost of adult re-education in the third year of retraining,

thus stimulating supply, while Luxembourg implemented a major training programme on

palliative care to combine with its new palliative care benefit. Austria (2007) and Italy (2002,

2009) took measures to regulate the foreign-born care workers working in home care, while

France aims to increase the worker density per resident in an LTC facility and set in place

a recruitment and job-creation programme (2008). New Zealand developed workforce

funding initiatives (2007), while England aims for further professionalisation of the social

care workforce through a variety of means (2009). Austria has developed means for

lower-level care workers to perform nursing or medical tasks, under supervision. Other

measures include the implementation of legal qualification requirements (Spain, Austria,

Germany), improving benefit packages for LTC workers (Belgium) or increasing worker

density in certain specific care settings (France, Germany).

Issues relating to quality have become increasingly important. Australia set up a new

quality system, including a review of accreditation procedures for providers, improved

monitoring and dealing with complaints. The Czech Republic and the Slovak Republic

implemented oversight policies, authorisation and compliance of providers’ quality, while

Germany enhanced quality supervision and aims at enhancing quality management of

providers, together with improved consumer voice. Ireland published in 2009 the National

Quality Standards for Residential Care Settings for older people, while Austria produced a

handbook on dementia and Luxembourg has installed a Committee on quality of care.

Other measures include:

● stimulating the volunteering services (Switzerland, Germany);

● the installation of an Office for Older People within the government structure in Ireland

(2008);

● conditional adjustment payments in Australia, aimed to strengthen management and

governance for provider organisations that are willing to enrol into the scheme, as well

as support for remote facilities;

● measures that aim to cross the borders between health care and long-term care, for

instance by dedicated staff (United Kingdom), by the introduction of more transfer

facilities (Australia) or by policies that enable continuity of worker across these borders,

by introducing more options for co-operation and stimulating integrated care (Germany).

Workforce policies aim both at increasing the supply and the quality of care workers.

This led to professionalisation initiatives and targeted training. Quality oversight

– especially related to institutional care – and incentives to improve quality are the most

common. In 2007, the Netherlands installed a Care Innovation Platform, aimed at the

development, structural dissemination and implementation of innovations in (long-term)

care provision.
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1.8. Conclusions
LTC is a growing sector of the economy, serving predominantly people aged 65 years

and over, who need assistance with the activities of daily living (ADL). Even though the

older population is not the only target group, demand for LTC is highly age-related. LTC is

a labour intensive sector comprised of formal workforce, but mostly of family carers, and

in particular women. Despite that, the size of LTC workforce does not necessarily reflect

the number of those in need, resulting often in shortages.

The structure and financing of LTC systems vary markedly between countries. The

majority of LTC cost originates from the institutional sector, despite people’s preferences to

receive care in their homes. These costs are mostly funded from public sources. As far as

benefits are concerned, these can either be in-kind or cash allowances. Cash benefits may

either be granted to the family carer, or to the care recipient, allowing more choice

regarding the services needed. All these methods have advantages and drawbacks.

Over the last decade, an increasing number of OECD countries has implemented or

expanded policies targeted at the increase of LTC coverage and services, while at the same

time aiming at improving service provision to those who are most in need. Some countries,

such as Germany and Canada, have implemented policies to support carers, while others,

such as New Zealand and Japan, have introduced system reforms related to the LTC formal

workforce and quality. Many have introduced or are discussing reforms in financing and

coverage of LTC.

Notes

1. Of these Dutch working-age family carers, 40% cares more than eight hours per week, 66% cares more
than three months, 74% cares more than eight hours per week and/or more than three months, and
31% cares both more than eight hours per week and more than three months (SCP, 2010).

2. These place a monetary value to the work of unpaid carers, by multiplying the estimated number
of hours of informal care by an estimated hourly value, based on the minimum wage and/or the
average wage for formal LTC workers.

3. National data collections can underestimate private care provision and self-employed workers.

4. Total formal spending excludes the economic value and costs of family caring and other informal
care. Spending data underestimate the private share.

5. Data tend to be limited to financial flows monitored by governments (e.g. mandatory co-payments),
and there is therefore underreporting of direct out-of-pocket payments. Private LTC spending data
do not cover informal payments.

6. The voucher represents a monetary value to be used for buying services such as care provided at
home (or from home), in institutional settings, or through other services, such as night or day care,
and palliative services. See Chapter 10 for a discussion on the impact of using vouchers on efficiency.

7. APA/THAB: Allocation pour personnes âgées/Tegemoetkoming Hulp aan Bejaarden.

8. CLASS stands for Community Living Services and Support.
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Chapter 2 

Sizing Up the Challenge Ahead: 
Future Demographic Trends 
and Long-term Care Costs

Pressures on long-term care (LTC) systems are expected to grow in the future, for at
least four reasons. First, although the speed at which populations are ageing varies
considerably across countries, and despite uncertainties about future trends in
disability among the population, demographic transformations will increase
demand for LTC services in all societies. Second, changing societal models – such as
declining family size, changes in residential patterns of people with disabilities and
rising female participation in the formal labour market – are likely to contribute to
a decline in the availability of family carers, leading to an increase in the need for
paid care. Third, as societies become wealthier, individuals demand better quality
and more responsive social-care systems. People want care systems that are
patient-oriented and that can supply well co-ordinated care services. Fourth,
technological change enhances possibilities for long-term care services at home but
may require a different organisation of care. These factors will create upward
pressure on the demand for long-term care services. They will raise pressure for
improving the provision of care services and their performance, and, therefore, their
cost. This chapter presents demographic forecasts for OECD countries, and
projections on family carers in selected OECD countries and long-term care costs.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The use of such
data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements in the West
Bank under the terms of international law.
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2. SIZING UP THE CHALLENGE AHEAD: FUTURE DEMOGRAPHIC TRENDS AND LONG-TERM CARE COSTS
2.1. Future demographic trends: Growing LTC demand
Over the next decades, OECD countries will continue to age, leading to unprecedented

shares of their population being 80 years and over. In 1950, less than 1% of the global

population was aged over 80 years old. By 2050, this share is expected to reach 4%. The

most important increase is expected for the OECD countries, where, by 2050, almost 10% of

the total population will be very old (compared to 1% in 1950) (Figure 2.1).

As shown in Figure 2.2, in the OECD, the share of those aged 80 years and over is

expected to increase from 4% in 2010 to 9.4% in 2050 (OECD Demographic and Labour Market

Database, 2010). In Japan, but also in Germany, Korea and Italy, the projected shares of those

aged 80 years and over will be the highest: around 15%. South Korea stands out as it will

experience the largest absolute change in its share of the very old people, increasing from

about 2% in 2010 to about 15% in 2050. For some countries the increase will be more

gradual and reach relatively lower levels. These include Australia, Iceland, Ireland,

Luxembourg, Norway and Sweden, where the share of the oldest old is expected to increase

by less than 5 percentage points between 2010 and 2050, and reach levels under 9%.

The growth of the share of the very old will affect the future demand for long-term

care. Although theories differ about the expected relationships between the ageing of

societies and the need for care, all suggest that this will increase. The major differences

relate to expectations about the amount and intensity of the increase, as well as to the

moment at which the need for care will set in (Box 2.1).

Figure 2.1. The share of the population aged over 80 years old will increase rapidly

Source: OECD Labour Force and Demographic Database, 2010.
1 2 http://dx.doi.org/10.1787/888932400874
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Figure 2.2. The shares of the population aged over 65 and 80 years in the OECD 
will increase significantly by 2050

Source: OECD Labour Force and Demographic Database, 2010.
1 2 http://dx.doi.org/10.1787/888932400893

Box 2.1. Trends in severe disability among elderly people

Although theories suggest different relationships between ageing societies and the
expected need for long-term care, evidence does not show consistent trends of declining
disability in all OECD countries (Lafortune et al., 2007; Bernd et al., 2009).

In  2007, the OECD assessed the most recent evidence on trends in disability among the
population aged 65 and over in 12 OECD countries: Australia, Belgium, Canada, Denmark,
Finland, France, Italy, Japan, the Netherlands, Sweden, the United Kingdom and the
United States (Lafortune et al., 2007). The main findings of this review are that even though,
in recent years, disability prevalence rates have declined to some extent in some countries,
the ageing of the population and the greater longevity of individuals can be expected to lead
to increasing numbers of people at older ages with a severe disability. During the last five to
ten years, disability among elderly people declined in Denmark, Finland, Italy, the
Netherlands and the United States, remained stable in Australia and Canada and increased
in Belgium, Japan and Sweden. No conclusion could be reached for France and the
United Kingdom because of data limitations. Similarly, while the reduction in certain health
risk factors (such as smoking) might have contributed to reducing some functional
limitations in old age, the rising prevalence of obesity among adults of all ages over the past
two decades in OECD countries might have the opposite effect (Sturm et al., 2004). There are
also some uncertainties pertaining to future trends in neurological and cognitive diseases
(such as dementia) as there is greater effort and success in diagnosing these diseases.
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Furthermore, life expectancies of those (born and) living with a disability have increased

substantially due to better medical care and assistance to those with functional limitations.

Those born and living with a disability will increasingly combine a need for care due to their

disability with a potential need due to ageing (NDA/NCAOP, 2006; AIHW, 2008; EASPD, 2006).

Both developments taken together point to increased needs for LTC services.

2.2. The pool of family carers is likely to decrease
The ageing of societies will also affect the potential supply of individuals available to

provide both paid and unpaid long-term care services. On average across OECD countries,

the size of the working-age population as a share of the total population is expected to shrink

by about 9 percentage points, from 67% in 2010 to 58% by 2050, although points of

departure and outcomes vary (Figure 2.3). As a share of total population, the working-age

population will shrink by less than 6 percentage points in Turkey, Mexico, Luxembourg,

Australia, the United States and Sweden, and by more than 15 percentage points in

Slovakia, Poland, Czech Republic, Slovenia and Korea.

Box 2.1. Trends in severe disability among elderly people (cont.)

Similarly, recent evidence on disability-free life expectancy at age 65 suggests different
processes occur in different European countries (in the period 1995-2001; Jagger et al.,
2009). Specific data on Germany (AOK, 2009) suggest that those with a need for long-term
care live longer and thus need (more) care for a longer period than in the past (AOK, 2009).
This would be in line with the expansion of morbidity theory. However, other German data
seem to suggest a compression of disability (Scholz and Schulz, 2010).

Figure 2.3. The share of the working-age populations is expected 
to decrease by 2050

Population aged 15-64

Source: OECD Labour Force and Demographic Database, 2010.
1 2 http://dx.doi.org/10.1787/888932400912
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In addition, by 2050 the potential pool of old family carers will shrink, too. While the

average share of the OECD population aged 65 to 79 years is expected to increase from

about 10% in 2010 to about 15% in 2050 (Figure 2.4, upper graph), this increase is not

sufficient to compensate for the expected relative reduction in the size of the working age

population. As a result, for OECD countries, the number of persons over 80 years old per

100 population aged 15 to 80 will triple and increase from about 4 in 2010 to about 12

in 2050 (Figure 2.4, lower graph). Direct human support to those in need and social

contributions from working population will reduce as a consequence.

Other societal changes – such as declining family size, rising childlessness, changing

living arrangements, with decreased co-residence of elderly with their children and

families – are likely to reduce the available pool of family carers, especially working-age

children providing intensive care to older parents. Higher divorce rates, rising female

participation in the formal labour market and a decline in willingness to care are also likely

to contribute to a decline in the availability of family carers (Jenkins et al., 2003).

Figure 2.4. The very old-age dependency ratio is increasing rapidly

Source: OECD Labour Force and Demographic Database, 2010. World population projection estimates based on UN World
Population Prospects, 1950-2050 (2006 Revision).

1 2 http://dx.doi.org/10.1787/888932400931
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UK projections estimate that changes in marital status and demographics will increase

the numbers of people providing care to older parents by 27.5% by 2041, but to keep the pool

of carers constant in relative terms, the number of informal carers of working age would

have to nearly double1 (Pickard, 2008). This indicates that the number of potential informal

carers could increase at a slower pace than the number of elderly dependent, leading to a

reduction of potential available family carers per dependent person.

The reduction in the number of family carers will be partly compensated by other

factors. Longer co-survival of spouses – especially men – makes the elderly more likely to

live with a partner in the future thereby increasing the availability of family support.2 In

addition, frail elderly living in couple are less likely to rely on formal care or move to an

institution. According to a study showing projections in nine European countries, the

dependent population with no family carers will increase much more slowly than other

dependents having family support; thus in proportion it may remain stable or decrease

(Gaymu et al., 2008). Such positive outlook is driven not only by a decrease in the number of

elderly women without partners but also by the fact that, by 2030, relatively fewer older

people will have no surviving children. These results, which might be surprising at first, are

driven by the fact that, although family size decreased, there were fewer never married and

childless women in the 1930s and 1940s.

However, this increase in supply of care is unlikely to compensate fully for the expected

decline. Longer-term prospects for European countries remain uncertain because the cohorts

born since the 1950s have fewer children, higher divorce and lower marriage rates. While

Canada’s demographic turning points might not be the same as for European countries, the

situation is likely to worsen between 2021 and 2050 mainly because the proportion of women

aged 85 and over with no surviving children is expected to rise significantly (Keefe et al., 2007).

In addition, an older pool of available carers and elderly couples increases the likelihood of

having more couples with both spouses in poor health or needing care. When men experience

difficulties coping with dependent spouses, they are more likely to seek support from the

formal care system, instead of providing care themselves.

Projections of informal carers for selected OECD countries

OECD projections illustrate to what extent the greater availability of spouses could

mitigate expected decline in the availability of family care for the elderly (see Box 2.2).

Box 2.2. Modeling the impact of life expectancy on family care 
among older spouses

OECD projections are based on a “rough” macro approach, essentially using current
proportions of the population being married by age group and gender and their
corresponding forecasts in life expectancy. Given uncertainties about future rates of
marital formation and dissolution, fertility and labour force participation, the projections
do not attempt to cover the supply of family carers among prime-age workers. Instead, the
projections for a selected number of European and non-European countries examine how
changes in mortality will affect the availability of carers aged 50 and over, taking into
account ADL restrictions. The projections exploit the likely gains in life expectancy and
assume, for each age-group, similar proportion of the elderly population living together,
instead of using projected changes in fertility or divorce rates.
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Gains in life expectancy, particularly for men, will lead to a reduction in the share of

single women. Figure 2.5 shows that, with more surviving men over time, the ratio of

men/women aged 70 years and over will improve by more than 15 percentage points

from 65 to 80% (0.8 men for every woman). Additionally, the proportion of elderly married

women (aged 70+) will increase by around 10 percentage points across selected

OECD countries (Figure 2.6).

Box 2.2. Modeling the impact of life expectancy on family care 
among older spouses (cont.)

In addition, to determine the current population with disability by gender, age and
marital status, SHARE (European Survey of Healthy Ageing and Retirement) and the HRS
(US Health and Retirement Study) are used. To forecast marriage prevalence, it is assumed
that it will increase in line with gains in total life expectancy. This implies that for women,
the proportions of married individuals are shifted along the age axis by the equivalent
gains in life expectancy of men between 2007 and 2050. The same shift was assumed to
take place for men but by the equivalent gains in life expectancy of women over the same
period. This borrows from the approach used to estimate potential gains arising from
“healthy ageing”. Such an estimation method differs from other approaches but it does
provide comparable results to other studies. For instance, compared to work undertake by
FELICIE (www.felicie.org/index.asp), this approach provides for somewhat lower projected
estimates for women and higher for men.

An alternative macro approach would be to look at past trends in the provision of
informal care and in living arrangements by age group and gender and to extrapolate from
there (taking into account other possible changes affecting the demographic structure).
This latter approach has been used by the Australian Institute of Health and Welfare
in 2003 in a study using data from the Disability, Ageing and Caring Survey from 1993
and 1998 projecting both demand and supply of care for different age groups. The
projections are based on general household characteristics such as age, sex and the
availability of a co-resident spouse or partner, but also incorporate a 20% linear decrease in
the propensity to care for a family member over the projected period.

Some authors also used a cohort approach (similar to the approach used to estimate future
participation rates of men and women), combined with multinomial ordered and standard
logistic regressions, to both predict the probability of developing certain levels of disability and
need assistance at the micro-level for those aged 65 and over. The regression results were used
in a micro-simulation model in order to project the availability of family care depending on
different scenarios (Carriere et al., 2008). The advantage of such a micro study is to control for
household level characteristics, such as the number of living children, employment history or
educational attainment. Nonetheless, while this approach could have been used, it would be
difficult to take into account marriage dissolution arising because of ageing.

Projections should be taken with caution as many societal changes, combined with
demographic shifts, are likely to affect the provision of caring and are difficult to model
and quantify. Additional factors such as changes in future trends in living arrangements
among the elderly and healthy ageing could decrease or increase the availability of family
carers among those aged 50 and over. Changes in willingness to care, social networks and
distance to family may also influence the forecasts. All in all, this is likely to change the
magnitude of the expected decline in the availability of carers but not the underlying
changes in the composition of carers driven by demographic factors. Projections still
provide insightful elements to the understanding of the evolution of the caring situation.
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Figure 2.5. More surviving old men for each woman by 2050
Ratio of men/women over the age of 70

Source: OECD calculations based on population projections.
1 2 http://dx.doi.org/10.1787/888932400950

Figure 2.6. Increase in the proportion of old people living in couples, by 2050

Source: OECD calculations based on population projections, the Survey of Health, Ageing and Retirement in Europe
(SHARE) and the US Health and Retirement Study (HRS).

1 2 http://dx.doi.org/10.1787/888932400969
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Despite this positive outlook, a greater proportion of individuals living together will

both have ADL restrictions. Given current disability rates, from the total population of

dependents aged 70 and over, the proportion of vulnerable dependents, that is those who

are not married or who are married but also have a partner with ADL restrictions, will

decrease in most OECD countries or remain stable (Spain) (Figure 2.7, Panel A). However,

the composition of the vulnerable dependents is expected to change. More specifically, the

biggest share of these “vulnerable dependents” concerns those not married: this group will

still increase in numbers but will decrease in relative terms. In turn, among the vulnerable

dependents, there will be a large increase in the proportion of couples where both are

dependent (Figure 2.7, Panel B).

Figure 2.7. The proportion of frail elderly either living alone or with a frail partner 
will decrease, but the share of both-frail couples will increase by 2050

1. Vulnerable dependents are defined as individuals with activity of daily living (ADL) restrictions who are not
married or who are married but also have a partner with ADL restrictions.

Source: OECD calculations based on population projections, the Survey of Health, Ageing and Retirement in Europe
(SHARE) and the US Health and Retirement Study (HRS).

1 2 http://dx.doi.org/10.1787/888932400988
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Using current country-specific proportions of the population providing family care by

age group and gender, rough projections on the availability of family carers in the

population can be elaborated and compared relative to the expected number of dependent

individuals. For the population age 50 years and over, there are important variations across

countries in the current ratio of carers to care recipient – ranging from about two carers per

care recipient in the United States and the Netherlands to less than 1 carer per care

recipient in Austria and Germany. Rough estimates suggest that to maintain the current

ratio of family carers to the number of individuals with ADL restrictions, the total number

of family carers would need to increase by about 20 to 30% in the selected countries

reviewed, except in Germany and the Netherlands where a 40% increase would be needed,

and in Italy, where an increase of over 50% would be necessary (Figure 2.8, dark blue bars).

By assuming that all “new” expected married dependents would receive care from their

non-dependent spouse, a rough upper bound estimate of the impact of males living longer

on the availability of family carers can be derived. At most, the increase in the availability

of family carers (Figure 2.8, light blue bars) could reduce this shortfall by about

12 percentage points in Germany and 2 percentage points in the Netherlands.

This shortfall does not take into account the existing contribution of prime-age

individuals (younger than 50 years of age) in supplying family care. This is important since

the availability of prime-age family carers – particularly working women – is also expected

to decline, thereby potentially exacerbating the size of the shortfall, although the impact of

female labour supply on caregiving might depend on current labour force participation. In

Figure 2.8. The projected growth in frail elderly greatly outweighs 
that of potential caregivers

Note: “Need for family carers” indicates the change in family carers necessary by 2050 in order to maintain the
existing carer/care recipient ratio. This depends on demographic trends, the existing proportions of individuals with
restrictions in daily living activities (ADL) and of those providing unpaid care. A relatively high need for family carers
can reflect an existing low proportion of family carers among the oldest old (e.g., Germany and Netherlands) or a high
proportion of the oldest old having ADL restrictions (e.g., Italy). Impact of marriage indicates expected change in the
availability of potential carers (spouses), by 2050. The difference between the two indicates the size of the potential
care gap.

Source: OECD calculations based on population projections, the Survey of Health, Ageing and Retirement in Europe
(SHARE) and the US Health and Retirement Study (HRS).

1 2 http://dx.doi.org/10.1787/888932401007
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countries where current female labour force participation is low, the number of women

available for family care could diminish significantly as female labour force participation

grows, while in other countries where female participation is already close to the level of

males, the impact might be fairly small. For instance, Australian projections show that the

number of carers will continue to increase among the working-age population, even with

increasing female labour force participation (Jenkins et al., 2003).3

2.3. How much will long-term care cost?4

Most OECD countries currently allocate between about 1 and 1.5% of their GDP to LTC.

Some countries allocate more than 2% of their GDP (e.g. the Netherlands, Sweden and

Norway) while some others allocate less than 0.5% (e.g., Portugal, Hungary). In addition,

even among countries with similar share of their GDP allocated to LTC, there can be

significant variation in the way LTC systems target resources among beneficiaries.

While still relatively small, there is concern across OECD countries that the

demographic and societal changes described earlier will lead to higher ageing-related cost

in the future. Projections on such cost as a share of GDP provide an indication on the

magnitude (size) or urgency (timing) of the challenge ahead and offer a mean to analyse

the main drivers affecting programme use. They typically serve to demonstrate where an

existing set of policies or programmes is likely to lead, and are therefore sensitive to the

initial level of resources allocated to the LTC sector.

Consistent with the results of a number of other international and country-specific

projections on long-term care use and expenditures, the projections presented below point

to a significant increase in LTC expenditure. These projections reflect the European

Commission 2009 Ageing Report (European Commission, 2009) for European-OECD

countries, complemented by estimation for a selection of non-European OECD countries,

namely, Australia, Canada, Japan, United States and New Zealand. Box 2.3 provides

explanations on methodology, as well as a summary of an earlier OECD analysis (OECD,

2006) and other country-specific studies.

Box 2.3. Recent OECD, EU and country-specific cost projections

OECD and EU cost projections

OECD and EU projections rely on a macro-simulation approach. Projection models are
typically built in two stages. The first stage consists of estimating the future demand of
long-term care (volume of care provided) and the second stage consists of estimating the
cost associated with providing that future level of care.

Under the 2006 OECD projections (OECD, 2006; Oliveira Martins and de la Maisonneuve,
2006), the future demand for LTC is estimated by splitting the population into dependants
and non-dependants according to a uniform rate of dependency (disability) by age group.
The rates of disability by age group are derived according to dependency figures for
Germany, Italy, Spain, and the United Kingdom (Comas-Herrera et al., 2003). Second,
long-term care cost per dependant across countries are derived according to a simple
econometric model controlling for age and the participation ratio of the population
aged 50-64 (proxy for availability of family care), using a panel of eleven EU countries. Total
LTC cost equals the product of the estimated number of dependants by age-group and the
estimated country-specific LTC-cost curve per dependant by age group.
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Box 2.3. Recent OECD, EU and country-specific cost projections (cont.)

Under the 2009 EU projections, future demand for LTC is estimated by splitting the
population aged 55 years and older into dependants and non-dependants according to the
country-specific rate of dependency (disability) by age group and gender. The dependant
population is then further split according to the probability to receive formal care at home,
formal care in an institution or unpaid/informal care only (as a residual) by age and gender.
Second, the average “user-cost” of providing formal care at home and in an institution, by
age, is used to estimate total LTC cost. As for in-cash disability-related benefits, total
expenditure is estimated by multiplying the dependant population by the proportion of
that population receiving the benefits.

For the purpose of the analysis presented in this chapter, the methodology used for the 2009
EU projections has been applied to selected non-European countries. This methodology
allows for a more refined examination of the organisation of LTC services across care
settings. It also allows direct examination of the impact of a shift from family to formal
care. In addition, the 5-country projections examine the private component of LTC
spending and provide an indication of the expected impact of those projections on future
demand for LTC workers. For the purposes of the analysis, projected GDP and employment
estimates are based on an OECD report (Duval and de la Maisonneuve, 2009).

Other country studies

Recent studies in selected OECD countries generally use similar methodological
approaches as the ones used by the OECD and the European Union. Nevertheless, country
specific reports often benefit from a richer set of information on LTC use and cost.

Australia. As part of Australian Government Intergenerational Report 2010 entitled
Australia to 2050: Future Challenges, projections of aged care expenditure are presented.
Spending on aged care is projected to grow from 0.8% of GDP in 2009-10 to 1.8% of GDP
in 2049-50. Two-thirds of the growth is accounted for by population ageing alone.
Projections assumed that the prevalence of dependency/disability remains constant at the
reference year level (pure demographic scenario). The projections allow for estimating the
impact of factors influencing the participation rate into the programme. The model also
reduces cost to government by increasing private contributions in line with the growing
real income of aged-care services users.

Austria. In March 2008, the Austrian Institute of Economic Research published a report
entitled Medium and Long-term Financing of Long-term Care Provision. The report was
commissioned by the Federal Ministry of Social Affairs and Consumer Protection. It
provides a range of projection scenarios examining changes in disability across the
population, shifts from family/informal to formal nursing care reflecting higher labour
market participation of women, as well as pressures to increase the value of the LTC cash
allowance in line with the expected rise in the real costs of services. According to these
scenarios, total spending in Austria on long-term care would fall in the range of 1.25 to
2.31% of GPD in 2030 relative to 1.13% in 2006.

Czech Republic. The governmental project Roundtable for the future path of healthcare
financing in the Czech Republic published a report – Financial Sustainability of the Czech
Healthcare System Until 2050 – which offers detailed information about possibilities and
limits of forecasting and predicting revenues and expenditures of the public health sector.
The projected public expenditures on long-term care as to 2050 are going to increase by up
to 190%, depending on the scenario.
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Public LTC expenditure expected to at least double and possibly triple by 2050

According to the 2009 European Commission projection scenarios, public LTC

spending of OECD-EU member states, as a share of GDP, is expected to at least double

by 2050. LTC expenditure are expected to fall in the range of 2.2 to 2.9% of GPD in 2050,

relative to about 1.2% in 2007 (European Commission, 2009). Complementary

OECD projections for a selected number of non-European OECD countries are consistent

with those findings (Table 2.1).

Future trends in LTC expenditure can be affected by a number of factors, such as the

prevalence of dependency by age-group, the cost of delivering care, and the availability of

family care (see Section 2.2). Given uncertainties as to how these factors will evolve

overtime, Table 2.1 presents public LTC projections according to six scenarios. Taken

together, these scenarios provide a potential range within which a country’s public LTC

expenditure may fall in the future. The following section takes a closer look at those three

factors and the key assumptions underpinning the projections.

Box 2.3. Recent OECD, EU and country-specific cost projections (cont.)

Japan. In 2006, the Ministry of Health, Labour and Welfare elaborated projections on the
cost and benefits of Japan’s long-term-care insurance. At the time, it was expected that
total long-term care benefits would increase from 1.3% of GDP in 2006 to about 2.3%
in 2025. The projections reflect the expected impact of recently introduced health
prevention initiatives to foster healthy ageing, as well as the promotion of community-care
settings. By 2025, these reforms are expected to reduce total long-term care insurance
benefits by about 15%, relative to the increase that would occur in the absence of reform.

Norway. A recent report of the Norwegian Ministry of Health and Care Services entitled
Long-term Care – Future Challenges presented information on the projected cost of the
nursing and care sector up to 2050. Projections undertaken by Statistics Norway show that
the salary costs in the nursing and care sector will increase from 3.1% of GDP in 2005 to
6.1% in 2050. The projection is based on a healthy ageing scenario, under which increase in
lifespan are considered to be years with lower dependency.

Sweden. A recent report of the Ministry of Health and Social Affairs entitled The Future
Need for Care, Results from the LEV Project projects the total costs of elderly care in relation to
GDP to fall in the range of 4.2 to 4.5% of GDP in 2050 relative to 3.2% in 2010. The projected
increase in costs is demographically driven and varies according to different ageing and
technological development scenarios.

Switzerland. In a recent study prepared by the Swiss Health Observatory entitled Les coûts

des soins de longue durée d’ici à 2030 en Suisse, total (public and private) LTC expenditure is
expected to fall in the range of 2.4 to 3.1% of GPD in 2030, relative to 1.6% in 2005.
Two-thirds of the growth in aged care spending is accounted for by population ageing
alone. The baseline scenario, is a healthy ageing scenario, under which increases in
lifespan are considered to be years with lower dependency.

United Kingdom – England. The Personal Social Services Research Unit (PSSRU)
elaborated projections of demand for social care and disability benefits for older people
(aged 65 and over) in England to 2041. Under the baseline scenario, projected public
expenditure on social care and disability benefits would grow from 1.2% of GDP in 2005 to
2.0% in 2041. Under this scenario, it is assumed that the prevalence of dependency/
disability remains constant at the reference year level (pure demographic scenario).
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Table 2.1. Public LTC expenditure expected to rise significantly by 2050
Percentage of GDP, in base year prices

2050

Base year
Prevalence 

of dependency
Changes to the LTC 

cost structure
Decline in the availabilit

of family care

Pure ageing
Healthy 
ageing

–1% of GDP 
per worker

+1% of GDP 
per worker

All 
home care

All
residenti

(1 – Baseline) (2) (3) (4) (5) (6)

EU 20091 2007

Austria 1.3 2.5 2.4 2.3 2.7 2.6 2.6

Belgium 1.5 2.9 2.8 2.6 3.2 3.1 3.5

Czech Republic2 0.2 0.6 0.5 0.6 0.6 0.6 0.7

Denmark 1.7 3.4 3.2 3.1 3.7 3.7 3.4

Finland 1.8 4.2 4.2 3.8 4.7 4.5 5.3

France 1.4 2.2 2.1 1.9 2.5 2.3 2.6

Germany3 0.9 2.3 2.2 2.1 2.5 2.4 2.7

Greece 1.4 3.3 3.2 2.9 3.7 3.5 3.9

Hungary 0.3 0.5 0.5 0.4 0.6 0.7 0.9

Ireland 0.8 1.8 1.8 1.6 2.0 1.9 2.2

Italy 1.7 2.9 2.8 2.6 3.2 3.3 3.9

Luxembourg 1.4 3.1 3.0 2.8 3.4 3.3 3.8

Netherlands 3.4 8.2 7.7 7.5 9.0 8.4 9.2

Norway 2.2 4.5 4.3 4.1 4.9 4.6 5.3

Poland 0.4 0.9 0.9 0.8 1.0 1.1 0.9

Portugal 0.1 0.2 0.2 0.2 0.2 0.2 0.2

Slovak Republic 0.2 0.5 0.5 0.5 0.5 0.6 0.5

Spain 0.5 1.4 1.3 1.3 1.5 1.4 3.0

Sweden 3.5 5.5 5.3 5.0 6.1 5.8 6.3

United Kingdom 0.8 1.3 1.2 1.2 1.4 1.3 1.3

OECD-EU average 1.3 2.4 2.3 2.2 2.7 2.5 2.9

Case study 2006

Australia 0.8 1.8 1.6 1.7 2.0 2.0 2.4

Canada 1.2 2.7 2.4 2.4 2.9 2.7 3.4

Japan 1.4 4.0 3.5 3.6 4.4 4.0 4.4

New Zealand 1.4 3.9 3.6 3.5 4.3 4.6 6.2

United States 1.0 1.9 1.7 1.7 2.1 2.2 2.6

Case study – average 1.2 2.9 2.6 2.6 3.2 3.1 3.8

OECD 2006 projections 2006 (actual)

Iceland 1.9 2.8 2.5 – – – –

Korea (2007) 0.2 – – – – – –

Mexico – – – – – – –

Switzerland 0.8 1.6 1.3 – – – –

Turkey – – – – – – –

1. Public LTC expenditure as presented in the European Commission 2009 Ageing Report. For 2007, figures may differ from those fo
OECD Health Data, as information from the Eurostat was used to complement available data. Public LTC expenditure may re
broader range of expenditures, including in-cash support or in-kind for instrumental activities of daily living (IADL) services.

2. Data for the Czech Republic only reflect expenditures of the public health insurance funds and do not include expenditures
attendance allowances.

3. For the projection, unit costs are indexed to GDP per worker and do not reflect the current German legislation under wh
long-term care benefits are indexed to prices.

Source: OECD calculations based on European Commission (2009), Ageing Report, Statistical Annex; OECD (2006), “Projecting OECD
and Long-term Care Expenditure: What are the main Drivers”; and Duval and de la Maisonneuve (2009).

1 2 http://dx.doi.org/10.1787/888932
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Pure ageing scenario: LTC spending doubles

Under the first baseline scenario – often referred to the pure demographic or pure ageing

scenario – the future demand for long-term care is projected according to the prevalence of

disability in the reference year. This is equivalent to assuming that the number of years

with disability will increase in line with future gains in life expectancy. LTC spending is

projected to double from around 1.2 to 2.4% for OECD-EU member countries and to about

2.9% of GPD for the selected number of non-European OECD countries in 2050.

It should be noted that – because of different demographic structures – the period over

which LTC cost pressures are expected to peak varies across countries. In addition, the

relative intensity of factors driving cost growth – such as the age structure or wage levels –

varies across country and over time, as explained in Box 2.4).

Box 2.4. Some countries face more immediate long-term care costs

For cross-country comparison purposes, LTC expenditure projections are typically
presented as a ratio of projected gross domestic product (GDP). Projections can also
examine the composition of the underlying rate of growth of key LTC components, relative
to GDP growth.

As shown in Figure 2.9, while real public LTC expenditure is expected to grow consistently
at a faster rate than real GDP, for some countries cost pressures associated with LTC are
going to be more immediate compared to others.

For instance, over the 2006 and 2025 period, Japan’s real public LTC spending is expected
to grow at an average annual growth rate of 4.4%, compared to 2.6% over the period of 2025
and 2050. On the other hand, LTC spending in the United States is expected to grow at an
average annual growth rate of 3.4% before 2025, and 3.9% between 2025 and 2050, while
the growth in total LTC spending in OECD-EU countries is expected to remain fairly stable
over the whole projection period at just below 3.5% per year.

Figure 2.9. The average annual growth of LTC expenditure will be significantly 
higher than real projected GDP growth

Pure ageing scenario

Source: OECD calculations based on OECD Health Data 2010; European Commission (2009), Ageing Report; OECD
Labour Force and Demographic Database, 2010; and Duval and de la Maisonneuve (2009).

1 2 http://dx.doi.org/10.1787/888932401026
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Healthy ageing mitigates some of the rise in LTC spending

The second scenario is a variant of the first one, often referred to as the healthy ageing

scenario. It assumes that gains in life expectancy will lead to a delay in the onset of

disability, with half of the increase in lifespan considered to be years with lower

dependency.

According to this scenario, total public LTC cost could decrease by about 5 to 10%

by 2050, relative to the baseline scenario. The projected change in the size and distribution

of the population is at the heart of any LTC projections (Wiener et al., 2007). That being said,

demand, and hence expenditure, on long-term care ultimately depends on the functional

status of the population and especially of the elderly people. The prevalence of dependency

(disability) by age is therefore often used as a proxy to project the number of individuals

that will likely require long-term care services. Most of the benefits of healthy ageing arise

as a result of the oldest of the old (those aged over 80 years) getting healthier and thereby

lowering their likelihood of requiring LTC services (Lafortune et al., 2007).

Productivity gains could compensate for future increases in LTC cost

The third and the fourth scenarios examine the sensitivity of expected public LTC

expenditure to a change to the LTC cost structure. LTC cost structures encompass a number

of factors such as the range of services available, the intensity of care provided, the set of

eligibility criteria, the existing formal care setting (institutional versus home care) as well

as the quality of care.

For both the pure ageing and healthy ageing scenarios, the cost of providing LTC is

assumed to grow in line with wages in the rest of the economy (i.e., real GDP per worker).

Since LTC is a labour-intensive sector, this is a reasonable assumption, to ensure the ability

of the sector to retain its workers.

Under the third scenario, on the other hand, it is assumed that the cost of providing

LTC grows at a slower rate than real GDP per worker. Specifically, it is assumed that the real

cost of providing LTC grows at a rate of 1 percentage point below real GDP per worker, over

the first ten years of the projection.5 Such a change could take place, for instance, as a

result of the implementation of a new reform or the introduction of new technologies

allowing for more care being provided for the same cost. This would bring a decrease of

about 10% in projected public LTC expenditure, relative to the pure demographic scenario.

But increasing demand for LTC and declining labour supply may put pressures 
on wages in the LTC sector

On the other hand, Scenario 4 examines the impact of LTC cost growing at a faster

pace than the average wage level in the economy as a result, for example, of a revaluation

of levels of pay in the sector. The real cost of providing LTC is assumed to be growing at a

rate of 1 percentage point above real GDP per worker over the first ten years of the

Box 2.4. Some countries face more immediate long-term care costs (cont.)

Generally, at least half of the increase in public LTC expenditure stems from the expected
rise in the demand (volume) of care due to population ageing. The only exception is Japan for
the period from 2025 to 2050, during which most of the growth is expected to come from the
expected rise in the cost of care (e.g. wage pressures due to a shrinking workforce).
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projection period (see endnote 5). This scenario results in an increase of about 10% in

projected public LTC expenditure, relative to the baseline scenario.

This scenario is very relevant if one considers that meeting the expected demand for

LTC services by increasing the supply of workers may be difficult, given that it will take

place in the context of a shrinking workforce. As discussed earlier, even though in some

countries the overall size of the working-age population may still be expected to grow in the

coming years, projections until 2050 show a significant reduction in the share of the

working-age population in most OECD countries. This reduction is, in some countries,

coupled with an absolute reduction in population size. Recruiting and retaining LTC

workers in the future may be a challenge and could exacerbate pressures on wages in the

sector. The data below exemplify these pressures.

First of all, the share of the workforce employed in the LTC sector is relatively small

and is set to increase significantly. For the eleven OECD countries for which information is

available, the total number of full-time equivalent nurses and personal carers working in

the LTC sector currently ranges between 1 and 2% of the total workforce, on average. For

many countries, this share could more than double by 2050, assuming no changes in the

current ratio of LTC workers per recipient (Figure 2.10). This reflects the expected rise in the

number of dependents requiring formal care (demand for care).

Second, the growth in the demand for LTC workers, and the expected stagnation – or

even decline – of the total workforce, will result in a significant increase in the share of the

total workforce employed in the LTC sector, as shown in Figure 2.11. The demand for LTC

Figure 2.10. The demand for LTC workers is expected to at least double by 2050
Percentage of FTE nurses and personal carers to total projected working population

Note: For the purposes of the analysis, the number of LTC workers includes nurses and personal carers working in an
institution or at home, express on a full-time equivalent (FTE) basis. The analysis is limited to employed LTC workers
and generally does not include other LTC workers under different working arrangements, such as self-employed
individuals. The range of occupations considered as nurses and personal carers, as well as the definition of full-time
equivalent may vary across countries. Data for Australia, New Zealand and the United States refer to 2007. Data for
Canada and Luxembourg refer to 2006.
1. Refers to institutions only.

Source: OECD calculations based on OECD Health Data 2010; European Commission (2009), Ageing Report; OECD Labour
Force and Demographic Database, 2010; and Duval and de la Maisonneuve (2009).

1 2 http://dx.doi.org/10.1787/888932401045
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workers is expected to grow at an average rate ranging between 2 to 3% per year, over the

projected period – with the exception of Japan, for which the projected demand for LTC

workers is expected to slow down between 2025 and 2050. In absolute terms, by 2050, the

demand for LTC workers (on a full-time equivalent basis) is expected to about double in

Japan, the United-States and Canada and about triple in Australia, New-Zealand,

Luxembourg and Slovak Republic. As to the total workforce in the economy, this is projected

to grow at less than 1% per year for most of these countries, over the projection period. It

is projected to stagnate in Finland, and it is set to decline in Germany, Czech Republic,

Japan and Slovak Republic (after 2025).

Declining availability of family care is expected to exacerbate the rise in LTC spending

Under all the projection scenarios examined above, it is assumed that the availability

of informal care would remain stable over time. However, as discussed earlier in the

section entitled “The pool of family carers is likely to decrease”, there is a great deal of

uncertainty with respect to the future availability of family care and the consequences this

will have on increased demand for formal care.

The fifth and sixth scenarios shown in Table 2.1 examine the impact of a shift from

family to formal care occurring, for example, because of a decline in the availability of

informal care or as a result of a change in policy. These scenarios assume that the number

of dependants relying on family or no care will decline at an annual rate of 1% during the

first ten years of the projection period (see endnote 5). Under the fifth scenario, all “new”

beneficiaries would receive care at home and under the sixth scenario, all “new” beneficiaries

would receive care in an institution.

Figure 2.11. Change in demand for LTC workers 
and working-age population by 2050

FTE: Full time equivalent.
1. Refer to FTE nurses and personal carers in institutions only.

Source: OECD calculations based on OECD Health Data 2010; European Commission (2009), Ageing Report; OECD Labour
Force and Demographic Database, 2010 (pure ageing scenario); and Duval and de la Maisonneuve (2009).

1 2 http://dx.doi.org/10.1787/888932401064
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Relative to the projected impact of healthy ageing or slower cost-growth scenarios, the

impact of a shift from family to formal care on projected public LTC expenditure varies

significantly more across OECD countries. Variations mainly reflect differences in the share

of the country’s dependent population relying on family or no care, as well as their

respective average cost of providing care at home or in an institution.

On average, for the OECD-EU countries, the projected decline in the dependant population

relying on family or no care is expected to increase public LTC cost in the range of about 5 to

20%, compared to a range of about 10 to 35% for the other five non-EU OECD countries.

Changing the mix of public/private financing of LTC services has large implications 
for users’ budgets

While most international studies tend to focus solely on the public share of LTC

expenditure due to data limitation and concerns regarding the fiscal sustainability of

governments in a context of population ageing, the mix of public and private financing

determines how much individuals have to pay for LTC services (Kaye et al., 2010). It has

major implications for individual’s ability to pay for LTC services.

Many OECD countries have introduced in recent years policies that might alter the mix

of public and private coverage of LTC cost. Public coverage pools the risk of dependency

over a large share of a country’s population, thereby significantly reducing the cost

incurred by LTC users. On the other hand, universal public schemes inevitably reduce cost

incurred by some users who could afford to fully or partially pay for care on their own. Over

the years, public coverage has increased in some countries (e.g. France, Japan, Spain, Korea)

while in others the share of LTC spending financed publicly has gone down or has been

further targeted (e.g. Germany, Sweden, Netherlands).

The projections presented above are elaborated so that the share of public financing of

LTC services unchanged over the projection period. As a result, the private portion of LTC

expenditure as a share of GDP can be expected to move in line with the public portion of

LTC expenditure, i.e., to at least double and possibly triple by 2050. For those countries

which report some information on private LTC spending in OECD Health Data, the private

share of LTC expenditure generally falls between 0.1 and 0.4% of GDP in 2006 (with the

exception of Switzerland with a share above 1% of GDP).

However, policies might also change the public-private mix (e.g. higher/lower

co-payments), with significant repercussions on the overall share of the cost born by LTC

users. As the share of LTC spending which is born privately is relatively low, the private share

of LTC would be more sensitive to increases or decreases in the level of public LTC spending

(see Box 2.5). The distributional impact of such a change has to be examined carefully in

order to mitigate unintended outcomes such as the risk for catastrophic LTC expenditures.
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Box 2.5. Potential shifts between public and private financing 
of LTC expenditure

Table 2.2 shows the potential impact of a shift in the public/private share of LTC
expenditure resulting from a policy changing the comprehensiveness of public coverage.
Two scenarios are examined. Under the first scenario, the public share of total LTC cost
increases by 5 percentage points, while under the second scenario the share is reduced by
5 percentage points. Under both scenarios, total LTC (public and private) expenditures
remain unchanged.

As shown in Table 2.2, among the five selected OECD countries, the relative importance
of the public share of total LTC expenditure varies from about 70% in the United States to
about 90% in Japan and New Zealand.

An increase/decrease of 5 percentage points in the public share of LTC would result in an
increase/decrease of about 5% in the level of public LTC spending. However, because of its
relatively smaller size, the level of private LTC spending would be more sensitive to such a
change. For instance, the impact of an increase/decrease of 5 percentage points in the
public share of LTC on private LTC spending could range between an increase/decrease of
more than 15% in the United States to about 65% in New Zealand.

This analysis is a simplification of reality, as the elasticity of public and private spending
may not be the same, resulting in different total LTC spending, depending on whether a
measure increases public or private spending. Nevertheless, the analysis suggests that a
change in the financing mix could have significant repercussions on the level of private
LTC expenditure incurred by LTC users and their household, which could have a
disproportional impact on those living on low and moderate income and those with
relatively high care needs.

Table 2.2. Potential impact of changing the mix of public/private financing 
of LTC

Percentage of GDP, in 2006 prices

Case study

Base year
2050

Baseline scenario Shifts in public/private mix

2006 Pure ageing
Lower public coverage 
(–5 percentage points)

Higher public coverage 
(+5 percentage points)

Australia Public LTC: 78%

Public 0.8 1.8 1.7 1.95

Private 0.2 0.6 0.7 0.45

Canada Public LTC: 83%

Public 1.2 2.7 2.55 2.85

Private 0.2 0.55 0.7 0.4

Japan Public LTC: 89%

Public 1.4 4 3.8 4.2

Private 0.2 0.5 0.7 0.3

New Zealand Public LTC: 92%

Public 1.4 3.9 3.7 4.1

Private 0.1 0.3 0.5 0.1

United States Public LTC: 69%

Public 1 1.9 1.8 2.1

Private 0.4 0.9 1 0.7

Source: OECD calculations based on OECD Health Data 2010; OECD Labour Force and Demographic Database, 2010;
and Duval and de la Maisonneuve (2009). Totals may not add due to rounding.

1 2 http://dx.doi.org/10.1787/888932401881
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2.4. Conclusions: Policies to address future pressures 
on long-term care systems

OECD countries will experience a high need for long-term care due to increase of the

share of those aged over 80 years in the populations. While the demographic transition is

likely to have different outcomes across countries, the increased shares of those in need for

care will likely add pressures on family members to become family carers, the more so as

the pool of those potentially able to provide care will likely shrink and become older.

Family care projections suggest that, given the existing rate of caregiving and

population ageing, the availability of family carers is expected to decline, even when taking

into account the impact of men living longer. To palliate this, i) either a higher proportion

of the population will need to be involved in unpaid care over time; or ii) those involved in

unpaid care will be pressured to increase their care effort; or iii) pressure will increase to

shift some care to the formal sector. An increase in the proportion of the population

involved in caregiving, particularly with increasingly older and frail spouses becoming

more important as the primary source of family care, may have additional implications in

terms of health for such population (see Chapter 3). Chapter 4 assesses to what extent

counselling and respite care and other policies support carers. Such policies are likely to

help both elderly spouses to remain as long as possible in the community and better

recognise and encourage the availability of family carers.

The analysis also points to a significant rise in formal LTC use and expenditure

by 2050. Ceteris paribus, this would translate in higher demand for LTC workers, raising the

question of how many LTC workers supply care across OECD, and in what working

conditions (Chapter 6). Initiatives directed at the formal LTC workforce, with a view to

improve recruitment, retention and productivity will be needed. It also raises the question

of how cost will be shared within and across generations, and between the public and

private sectors (Chapters 7 to 9).

The expected growth in need and expected decline in both the working-age and the

caregiver’s populations suggest that addressing future LTC challenges will require a

multi-pronged approach focussing on both formal and family care arrangements, as well

as their co-ordination. For instance, increasing the supply of LTC workers may be difficult

to achieve in a context of a shrinking workforce. Recruiting and retaining LTC workers in

the future will be a greater challenge and will likely exacerbate future pressures on wages.

Productivity gains could increase the supply of care at a given cost. This is a promising area

for government intervention. Healthy ageing policies would help mitigating growth in

health or long-term care spending, but also increase the potential size of the labour force

and the supply of family carers. In addition, care recipients themselves could take

increasing responsibilities towards their own care (i.e., self-caring), through better

prevention as well as with the support new technologies (Chapter 10). Policies discussed in

the next chapters of this report will offer a menu of possible interventions.

Notes

1. The UK projections are based on the probabilities to provide informal care by gender, age and
marital status in 2000 and use projections of changes in marital status and the number of people
by age and gender.
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2. Changes in mortality are better explanatory factors of the probability to live with a partner than
pair formation or dissolution and suggest that the number of elderly living with a partner will
increase faster than the total number of elderly (Keilman and Christiansen, 2009).

3. The researchers examine the impact of a 20% reduction in the number of women becoming carers
between 1998 and 2013 using information on full-time and part-time labour force participation and
on the number of hours of work while providing care and prior to providing care. Compared with the
baseline scenario, the reduction in female carers is likely to lead to 1% fewer carers aged 25-59.

4. This section refers to expenditure for formal LTC services.

5. Consistent with the methodology used in the European Commission 2009 Ageing Report. This is a
reasonable assumption since such a change to the LTC cost structure would not be expected to
apply over the whole projection period.
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Chapter 3 

The Impact of Caring 
on Family Carers

Supporting the role of informal carers (family and friends providing mostly unpaid
care to frail seniors) is important to provide an adequate continuum of care between
informal and formal care. While caregiving can be beneficial for carers in terms of
their self-esteem, it can be difficult for working-age carers to combine paid work
with caring duties and carers may choose to quit paid works or reduce the work
hours. This may compromise their future employability and lead to permanent
drop-out from the labour market. Caring may also cause burnout and stress,
potentially leading to worsening physical and mental health. This chapter offers an
overview of the characteristics of family carers and the impact of caring for frail
seniors on labour market and health outcomes of carers. This will provide insights
in how to shape policy reforms with the objectives of 1) helping carers to combine
caring responsibilities with paid work; and 2) improving carers’ physical and
mental wellbeing by reducing mental health problems. Countries which want to
maintain or increase reliance on family carers will need to alleviate the burden of
family carers and reduce the economic costs associated with caring responsibilities.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The use of such
data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements in the West
Bank under the terms of international law.
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3. THE IMPACT OF CARING ON FAMILY CARERS
3.1. Addressing caring responsibilities: The impact on informal carers
Using household surveys from Australia and United Kingdom, a household survey

for individuals aged over 45 years in South Korea (KLoSA) and two surveys for

individuals aged over 50, the European Survey on Health and Ageing (SHARE) and the

United States Health and Retirement Survey, this chapter provides a snapshot of who

are the carers, and analyses the impact of caring on people providing personal care

within and outside the household.

The analysis shows that caregiving is associated with a significant reduction in

employment and hours of work. Wages of carers do not appear to be lower than those of

non-carers, however, once other characteristics are taken into account. On the other hand,

there is an increased risk of poverty for carers. Finally, caregiving leads to worsening

mental health, even after controlling for pre-existing mental health problems.

3.2. Most carers are women, care for close relatives and provide limited hours 
of care

Across the OECD, more than one in ten adults (family and friends) is involved in

informal,1 typically unpaid, caregiving, defined as providing help with personal care or

basic activities of daily living (ADL) to people with functional limitations. There are

significant variations in the percentage of the population involved in this type of caregiving

across OECD countries. As can be seen in Panel A of Figure 3.1, the percentage of the

population reporting to be informal carers across OECD countries for which data are

available ranges from 8% to just over 16%. There is no clear geographic distribution in the

rate of caregiving: certain southern European countries have among the highest

percentages (Italy, Spain) but Greece ranks among the lowest rates together with Denmark

and Sweden. Some of the country differences are due to slightly different definitions and

interpretations of caring for dependents across countries (Box 3.1).

A larger number of carers provide help with instrumental activities of daily living

(IADL, that is help with shopping or paperwork for instance), even in countries with

comprehensive public long-term care coverage. When informal caring is defined with such

a broader focus, close to one in three adults aged over 50 provide unpaid care (Figure 3.1,

Panel B). Except in southern European countries, a greater proportion of adults provide

help with IADL compared to help with ADL. Northern European countries, despite having

a comprehensive public coverage for formal care, have the highest share of individuals

providing help with IADL.

Carers are more likely to be female but more males become carers at older ages

(Figure 3.2). Across the 16 OECD countries reviewed in this study, close to two-thirds of

informal carers aged over 50 years are women. Caregiving tends to decrease at older ages

with a smaller percentage of carers being present at age 75 and above, probably being related

to health limitations. At the same time, the gender distribution of carers changes with age.
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3. THE IMPACT OF CARING ON FAMILY CARERS
Relatively more males are carers among the 75-years-old and above: in two-thirds of the

countries a similar or higher percentage of male carers than female carers is observed.

On average, unpaid carers are more likely to devote time to close relatives, such as

their parents or their spouse. Yet, there is a non-negligible proportion of carers who also

report helping a friend or neighbour (18%) or taking care of other relatives such as

brothers/sisters or aunts/uncles (18%). Male carers are more likely to be taking care of their

spouse rather than other relatives (Table 3.1).

Most informal carers provide limited hours of care but there is wide variation in hours

provided across countries (Figure 3.3). Generally, just over 50% of carers are involved in caring

activities of less than ten hours per week on average. This low intensity of caring is

particularly prevalent in northern countries and Switzerland. In such countries, less than

20% of carers provide an intensive level of caring of more than 20 hours per week. This may

reflect the fact that, in these countries, a relatively greater proportion of elderly receives

formal care either at home or in institutions. In contrast, in southern Europe, the

Czech Republic and Poland more than 30% of carers are providing intensive caring, reaching

even slightly over 50% in Spain. The case of Korea is also striking: over 60% of informal carers

Box 3.1. Defining carers: Complexity and focus of this study

There is a lack of comprehensive or comparable international evidence on carers. The
definition and measurement of unpaid care presents significant challenges, especially in a
study which attempts to make international comparisons. Many carers do not see
themselves as such and, even if questioned, would not declare that they were carers.
Society’s attitudes towards family responsibilities and the availability of services to support
both carers and people with health limitations vary widely across countries, influencing the
pattern and declaration of informal caring. Studies use different definitions of carers which
differ depending on the caring activities included and who is the care recipient, leading to
the inclusion or exclusion of so-called instrumental activities of daily living, and the
inclusion or exclusion of young care recipients and people with ill health. Glendinning et al.

(2009) draw attention to how differences in definitions and complex causal relationships
make generalisations about international experience difficult.

To assess the characteristics of carers and the impact of informal caring, different
national and cross-country surveys are used in this chapter. No threshold is used in the
general definition of carers and all individuals with caring responsibilities of at least one
hour per week are included. All definitions focus on personal care (ADL) inside or outside
the household but there are differences in the scope of the definition. In particular, the
question in Australia specifies that the type of activities included in care and that they are
performed towards someone who has a long-term health condition, who is elderly or who
has a disability. In contrast, the definition in the United Kingdom is broader and includes
looking after or providing special help to someone who is sick, disabled or elderly. The
results might be sensitive to variable definitions and measurement error.

The descriptive analysis on the characteristics of carers is limited to the sample of
individuals aged 50 years and above. The choice is partly driven by data limitations and
partly by the fact that this group is more likely to be involved in caring responsibilities and
more at risk of labour market exit. Data from Australia and the United Kingdom reveal
that 75 to 80% of carers are aged 45 and above. Older workers aged between 50 to 64 years
and also more prone to early retirement, particularly in the case of family responsibilities.
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3. THE IMPACT OF CARING ON FAMILY CARERS
are providing more than 20 hours a week. The distribution of hours across countries may

however be influenced by the definitions of caring, by recall and reporting problems.2

Figure 3.1. Caregiving varies by country and type of help provided

Note: Samples include persons aged 50 and above. The United States includes care provided to parents only. The
following years are considered for each country: 2005-07 for Australia; 1991-2007 for the United Kingdom; 2004-06 for
other European countries; and 1996-2006 for the United States. ADL: Activities of daily living; IADL: Instrumental
activities of daily living.

Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, and HRS for the United States.

1 2 http://dx.doi.org/10.1787/888932401083
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3. THE IMPACT OF CARING ON FAMILY CARERS
Figure 3.2. Informal carers are predominantly women
Percentage of informal carers who are female by age group (left axis)

Percentage of the population reporting to be carers by gender and age group (right axis)

Note: Samples include persons aged 50 years and above. The United States includes care provided to parents only.
The following years are considered for each country: 2005-07 for Australia; 1991-2007 for the United Kingdom;
2004-06 for other European countries; 2006 for Korea and 1996-2006 for the United States.

Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, KLoSA for Korea and HRS for the United States.

1 2 http://dx.doi.org/10.1787//888932401102
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3. THE IMPACT OF CARING ON FAMILY CARERS
Table 3.1. Unpaid care is mostly directed towards parents and spouses
Percentage of carers by relation to the care recipient by country

Spouse Parent Relative Friend

Australia 26.3 41.0 9.7 8.8

Austria 36.3 34.7 14.7 16.8

Belgium 33.7 40.4 16.6 23.4

Czech Republic 27.5 11.2 33.0 16.2

Denmark 39.7 41.3 15.9 20.9

France 31.8 40.5 19.6 13.7

Germany 34.9 44.2 13.0 21.5

Greece 33.2 35.2 14.9 14.7

Ireland 28.5 35.2 22.4 18.8

Italy 23.1 36.2 22.6 24.1

Korea 43.2 33.5 9.6 –

Netherlands 27.4 46.9 17.2 24.7

Poland 33.8 10.6 27.9 8.0

Spain 28.0 39.9 20.6 10.9

Sweden 26.5 48.5 19.0 18.1

Switzerland 30.1 42.8 17.2 24.1

United Kingdom 34.1 32.2 5.4 27.4

OECD (16) 31.6 36.1 17.6 18.2

Note: Samples include persons aged 50 years and above (with the exception of Korea including 45 and above). The
following years are considered for each country: 2005-07 for Australia; 1991-2007 for the United Kingdom; 2004-06 for
other European countries; 2005 for Korea and 1996-2006 for the United States. Percentage sum is different from 100%
as people may care for more than one person and care for children is excluded to avoid confusion between child care
and care for dependent children.
Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, KLoSA for Korea and HRS for the United States.

1 2 http://dx.doi.org/10.1787/888932401900

Figure 3.3. Carers tend to provide limited hours of care
Percentage of carers by category of weekly hours of care

Note: Samples include persons aged 50 years and above (with the exception of Korea including 45 and above). The
following years are considered for each country: 2005-07 for Australia; 1991-2007 for the United Kingdom; 2004-06 for
other European countries; 2005 for Korea and 1996-2006 for the United States.

Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, KLoSA for Korea and HRS for the United States.

1 2 http://dx.doi.org/10.1787/888932401121
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3. THE IMPACT OF CARING ON FAMILY CARERS
Caring responsibilities are largely influenced by the health status of care recipients

(Figure 3.4). While 25% of adults aged 50 and above suffering from one limitation of daily

activities receive care from family and friends, this proportion doubles in the case of two or

more limitations. In half of the countries, the proportion of those receiving informal care

does not vary greatly with two or more activity limitations, while in the other half it

increases progressively. Individuals with ADL limitations are more likely to receive unpaid

care in the Czech Republic, Ireland and southern Europe, irrespective of the number of

limitations. This result is consistent with other studies on geographic patterns of caring in

Europe (Lamura et al., 2008).

3.3. High-intensity caring can lead to reduced rates of employment and hours 
of work

One of the economic costs of caring is related to formal labour force participation. Carers

are less likely to be employed and are 50% more likely than non-carers to be home makers

(Table 3.2). Country differences in employment rates between carers and non-carers could be

linked to overall labour force participation rates and opportunities for part-time work. For

instance, the employment gap is small in Nordic countries and tends to be higher in Greece,

Spain and Poland. At the same time, in both Greece and Spain, large shares of informal carers

are home makers (more than 40%). In other countries, such as Austria and Italy, a large

proportion of carers is found among retirees. On the other hand, no clear pattern is found

between the number of informal carers and the type of occupation.

Limited labour force participation does not only translate into lower employment rates

but also into less time in full-time employment. Indeed, when they are at work, carers work

on average two hours less per week than non-carers and they tend to be over-represented

in part-time work (Figure 3.5). Furthermore, caring activities could have an impact on

career continuity and job choices. This could explain why carers are more likely to hold a

Figure 3.4. Persons with more ADL limitations require more care
Percentage of the population receiving informal care by number of ADL limitations

Note: ADL: Activities of daily living. Samples include persons aged 50 and above. The following years are considered
for each country: 2004-06.

Source: OECD estimates based on the Survey of Health, Ageing and Retirement in Europe (SHARE).
1 2 http://dx.doi.org/10.1787/888932401140
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3. THE IMPACT OF CARING ON FAMILY CARERS
Table 3.2. Carers are more likely to be home makers, less likely to be employed
Percentage of carers and non-carers by labour force status

Retired Employed Unemployed Homemaker

Carer Non-carer Carer Non-carer Carer Non-carer Carer Non-carer

Australia 16.8 16.2 53.1 66.2 1.6 1.8 21.7 6.9

Austria 48.9 44.0 31.8 38.9 3.3 4.0 11.6 9.8

Belgium 22.3 25.6 39.0 42.7 10.5 6.0 16.5 13.0

Czech Republic 34.7 43.4 44.7 48.1 11.2 5.6 0.3 0.0

Denmark 19.1 22.2 59.0 60.6 7.0 5.9 1.3 1.7

France 24.0 25.5 51.6 52.7 4.3 6.1 13.8 9.3

Germany 23.5 20.5 48.2 53.8 9.7 11.2 11.9 8.9

Greece 18.7 23.3 31.4 47.2 2.4 2.8 46.0 25.1

Ireland 11.1 17.0 55.6 51.9 1.7 4.0 24.7 17.8

Italy 36.2 35.5 33.5 35.8 3.2 4.0 24.5 22.3

Korea 7.0 10.6 45.0 48.9 3.8 3.0 36.9 33.2

Netherlands 6.5 11.0 52.4 5.1 2.9 3.0 27.0 17.6

Poland 37.6 36.2 33.6 60.3 3.4 7.9 9.8 5.3

Spain 10.0 13.8 33.0 45.1 5.9 7.5 43.9 25.7

Sweden 12.9 16.3 75.4 73.9 1.4 3.5 0.8 1.1

Switzerland 7.3 10.2 67.0 69.5 3.5 2.8 15.7 10.0

United Kingdom 10.6 7.3 77.9 80.9 1.4 0.9 5.3 5.0

United States 17.7 15.5 58.5 62.0 2.3 1.8 10.7 9.1

OECD (17) 20.3 21.9 49.5 52.4 4.4 4.5 17.9 12.3

Note: Samples include persons aged 50 to 65 years (except for Korea where 45-65 years-old are considered). The
United States includes care provided to parents only. The following years are considered for each country: 2005-07 for
Australia; 1991-2007 for the United Kingdom; 2004-06 for other European countries; 2005 for Korea and 1996-2006 for
the United States.
Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, KLoSA for Korea and HRS for the United States.

1 2 http://dx.doi.org/10.1787/888932401919

Figure 3.5. Carers work fewer hours
Percentage of carers and non-carers working part-time and relative prevalence

Note: Samples include persons aged 50 to 65 years (except for Korea where 45-65 years-old are considered). The
United States includes care provided to parents only. The following years are considered for each country: 2005-07 for
Australia; 1991-2007 for the United Kingdom; 2004-06 for other European countries; 2006 for Korea and 1996-2006 for
the United States. Part-time refers to less than 30 hours/week.

Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, KLoSA for Korea and HRS for the United States.

1 2 http://dx.doi.org/10.1787/888932401159
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3. THE IMPACT OF CARING ON FAMILY CARERS
temporary work contract. Indeed, in Australia and the United Kingdom where data on the

type of contract are available, carers are 30% more likely to hold a temporary job. Data from

Australia also indicate that carers have on average nearly three years shorter working

career than non-carers.

Providing personal care can be a demanding task that is incompatible with a full-time

job or with any type of paid employment, explaining the previous findings. Available jobs

might not be flexible enough in terms of working hours or leave options to accommodate

caring responsibilities. Caring duties might be unpredictable in terms of their intensity,

leading to absences from work.

At the same time, carers have different socio-demographic characteristics and human

capital levels which might influence participation choices. Decisions within families as to

who will be a carer or whether to use formal care instead might be related to different labour

market opportunities and earnings potential, as carers tend to be older and have lower

education levels. Labour force participation choices might be influenced by other observed

and unobserved characteristics of carers and it is important to control for such factors when

researching the impact of caring responsibilities on the labour force status of carers. Surveys

following individuals over time provide the opportunity to distinguish whether the

correlation between labour force participation (or hours of work) and caring is caused by the

negative effect of caring on availability for work, or whether individuals with poor job

prospects are more likely to engage in caring activities. This section will consider the effects

of caregiving on employment, controlling for other characteristics of carers, followed by the

impact on working hours for those working. It will then look at the decision whether to work

or reduce working hours simultaneously (see Annex 3.A3 for a description of the methods).

Carers are less likely to be in paid employment, even after controlling for employment

status in the previous year and other individual observed and unobserved characteristics

(Figure 3.6).3 The estimation controls for other socio-demographic factors that might affect

employment status such as education, house ownership (as a proxy for non-labour

income) and marital status. Socio-economic status, for instance, affects both caregiving

and labour market outcomes because socially disadvantaged families may be more likely

to engage in caregiving and have fewer labour market opportunities. A negative coefficient

reflects a lower probability to be in employment. The results show a differential impact

depending on intensity of care: the greater the hours of care provided, carers are

proportionally more likely to give up paid employment. Increasing hours of care by 1%

results in carers being more likely to stop working by 10%. The impact of caring on

employment is less important than other factors: low education or the presence of a

disability have a much larger effect on reducing employment rates.

The impact of care on labour force participation appears only when individuals

provide a high intensity of care: at least 20 hours per week (Figure 3.A2.1). Similarly, the

impact is significant only in the case of care towards co-residents. Co-residential living

arrangements might reflect the high needs of the person being cared for and/or low

availability of formal care services. Conversely, caring does not lead to reduced formal

labour force participation when caring responsibilities occupy just a few hours. When only

a few hours per week are spent caring, it is easier to combine work and care. Such carers

may also be providing care to more autonomous individuals or as a complement to a

primary caregiver, giving them more flexibility. Staying at work can also help carers to cope

with increase expenditures and a reduction in their disposable income.
HELP WANTED? PROVIDING AND PAYING FOR LONG-TERM CARE © OECD 2011 93
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While different definitions of informal carers (see Box 3.1) limit the significance of

cross-country comparisons on the impact of caring across countries, certain rough

patterns emerge. In particular, being an informal carer is not associated with a significant

reduction in employment in northern European countries. At the other extreme, southern

European countries exhibit a greater decrease in employment for informal carers. This

geographic variation could be explained by the higher labour force attachment in northern

countries and different policies which might encourage a better combination of work and

family responsibilities. Another explanation of the association between caring and labour

force participation can be found in the already observed differences in the intensity and

location of care across countries.

Figure 3.6. Informal caring results in a lower probability of employment
Coefficients from a dynamic probit

*, **, ***: Statistically significant at the 10%, 5% and 1% level, respectively.
Note: Samples include persons below age 65 in Australia and the United Kingdom, aged 50 to 65 in other European
countries and the United States. The following years are considered for each country: 2005-07 for Australia;
1991-2007 for the United Kingdom; 2004-06 for other European countries; and 1996-2006 for the United States. The
sample includes individuals present in at least three consecutive waves in Australia, the United Kingdom and the
United States. All regressions include the following controls: Age, number of children, marital status, education,
house ownership and other non-labour income if available, health status and regions (in Australia and the
United Kingdom). The United States includes care provided to parents only. Lagged employment and initial
employment status are included in all except for European countries (except the United Kingdom).

Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, and HRS for the United States.
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3. THE IMPACT OF CARING ON FAMILY CARERS
Caregiving also leads to reduced working hours across all countries except in northern

Europe (Figure 3.7). It leads to a greater reduction in working hours in southern Europe than

in central Europe. Hours of work are sensitive to a change in hours of care: a 1% increase in

hours of care translates, on average, into slightly more than 1% decrease in hours of work.

Other socio-demographic factors, such as education and marital status, are important

predictors of working hours.

The impact of caring does not lead to reduced work hours in case of low caring

responsibilities and can be attenuated by flexibility of working hours. In Australia and the

United Kingdom, all types of care intensity (below 10 hours, 10-19 and 20 or more

hours/week) are associated with a reduction in working hours but the reduction associated

with low care intensity (below 10 hours) is rarely significant (Figure 3.A2.2). The effect in

Figure 3.7. Informal carers reduce their working hours when at work
Coefficients from a random effect tobit

*, **, ***: Statistically significant at the 10%, 5% and 1% level, respectively.
Note: Samples include persons below age 65 in Australia and the United Kingdom, aged 50 to 65 in other European
countries and the United States. The following years are considered for each country: 2005-07 for Australia; 1991-2007 for
the United Kingdom; 2004-06 for other European countries; and 1996-2006 for the United States. The sample includes
individuals present in at least three consecutive waves in Australia, the United Kingdom and the United States. All
regressions include the same controls as in Figure 3.6. The United States includes care provided to parents only.

Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, and HRS for the United States.
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3. THE IMPACT OF CARING ON FAMILY CARERS
working hours is twice as high for high intensity of caring in comparison with a medium

intensity (10-19 hours/week). In the United States and other European countries, a

significant impact is observed only when caregiving obligations represent 20 or more hours

per week. In Korea, at high levels of caregiving, women tend to decrease their worked hours

(Do, 2008). When carers benefit from flexible working hours or the possibility of a leave of

absence from work, this tends to increase their working hours.

Previous analysis has shown how unpaid caring is associated with a lower probability of

employment and reduced working hours for workers (Carmichael and Charles, 2003;

Heitmueller, 2007; Johnson and Lo Sasso, 2000; Viitanen, 2005). At the same time, most

workers will face a decision-making process where both options are considered

simultaneously, i.e. whether to stop working or whether to work shorter hours. Such decision

Figure 3.8. Carers are more likely to stop working rather than work part-time
Relative risk ratios from a multinomial logit

*, **, ***: Statistically significant at the 10%, 5% and 1% level, respectively.
Note: Samples include persons below age 65 in Australia and the United Kingdom, aged 50 to 65 in other European
countries and the United States. The following years are considered for each country: 2005-07 for Australia; 1991-2007 for
the United Kingdom; 2004-06 for other European countries; and 1996-2006 for the United States. The sample includes
individuals present in at least three consecutive waves in Australia, the United Kingdom and the United States. All
regressions include the same controls as in Figure 3.6. The United States includes care provided to parents only.

Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, and HRS for the United States.
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3. THE IMPACT OF CARING ON FAMILY CARERS
depends on multiple factors, in particular the socio-economic situation of the carer as well

as on the possibilities to reduce working time. A simplified estimation procedure is

presented here where a full-time worker chooses between non-employment and part-time

work. The coefficients represent the probability for a carer to move into non-employment or

part-time work, as opposed to the option of staying in full-time employment.

Carers are much more likely to stop working than to reduce work hours (Figure 3.8). In

Australia and the United Kingdom, informal caring is associated with a higher probability

of both stopping working and switching to part-time work. The relative risk ratios on the

probability of non-employment are however much higher than for part-time work. In the

United States, being a carer leads to a transition to non-employment but has no significant

impact on moving into part-time work. This result is also found for women in other

European countries while males tend to work part-time.

3.4. For those of working age, caring is associated with a higher risk of poverty
Another possible economic cost associated with unpaid care is lower wages. For

instance, informal carers might experience a wage penalty as a result of career

interruptions, which lead to a deterioration of human capital or skills depreciation, or the

loss of opportunities for career advancement. The wage penalty might also be the result of

signalling low career commitment towards employment. However, lower wages for carers

might not necessarily reflect a wage penalty as they could also be the result of

self-selection into lower-paid jobs or occupations which provide a better balance between

work and family obligations. As in the case of employment, it is therefore important to

control for different characteristics and preferences of carers to assess the impact on

wages (see Annex 3.A4).

After controlling for individual characteristics and the decision to participate in the

labour market, there is little evidence that caregiving leads to lower wages (Figure 3.9,

Panel A). Wages of carers are 5 to 7% lower than non-carers in the United Kingdom only and

the difference is not significant for men. If job characteristics are taken into account, the

difference in wages between carers and non-carers is even more limited (amounting to 3-4%)

That said, working-age carers are at a higher risk of poverty (Figure 3.9, Panel B). For this

group, caregiving is associated with a higher probability of experiencing poverty across all

countries, except in southern Europe. Women carer appear to be especially vulnerable to

poverty risks. Since poverty is measured at the household level and includes income from

different sources (equivalised by household size and composition), several reasons could

explain such findings. Higher poverty may be linked to lower employment rates and lower

working hours for carers, which lead to reduced total annual income. Another possible

explanation is that the household composition of carers is different, with fewer household

members having earnings from work. The results could also partly reflect the higher risk of

dependency and health problems associated with lower socio-economic status.

3.5. Intensive caring has a negative impact on mental health
While unpaid carers provide a valuable service to society and looking after family

members or friends brings great rewards, there is growing concern about increased

psychological distress, strain and overall health deterioration endured by family carers.

Isolation and lack of support might prove a high burden and result in distress or mental

health problems. Using the same data sources as in previous sections, this section
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3. THE IMPACT OF CARING ON FAMILY CARERS
considers the mental health of carers and non-carers. Prevalence of mental health

problems is calculated using indicators of psychological distress based on a series of

checklists. Since each dataset uses a different indicator (see Annex 3.A1), emphasis should

be on the comparability within datasets between carers and non-carers rather than on the

comparability of prevalence across data sources.

Carers exhibit a higher prevalence of mental health problems across OECD countries

for which data are available. Overall, the prevalence of mental health problems among

carers is 20% higher than among non-carers. There is no clear geographic pattern in

prevalence with the difference in prevalence being highest in Greece and lowest in

Switzerland (Figure 3.10). Women tend to have more mental health problems than men but

Figure 3.9. Unpaid caring leads to lower income but not necessarily lower wages

*, **, ***: Statistically significant at the 10%, 5% and 1% level, respectively.
Note: Samples include persons below age 65 in Australia and the United Kingdom, aged 50 to 65 in other European
countries and the United States. The following years are considered for each country: 2005-07 for Australia;
1991-2007 for the United Kingdom; 2004-06 for other European countries; and 1996-2006 for the United States. The
sample includes individuals present in at least three consecutive waves in Australia, the United Kingdom and the
United States. All regressions in Panel A include the following controls: Duration in employment since full-time
education and its square (or age as a proxy if unavailable), number of children, education and regions (in Australia
and the United Kingdom). The United States includes care provided to parents only. All regressions in Panel B include
the following controls: Age, number of children, marital status, education, health status and regions (in Australia and
the United Kingdom). The United States includes care provided to parents only.

Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, and HRS for the United States.
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3. THE IMPACT OF CARING ON FAMILY CARERS
Figure 3.10. More mental health problems among carers
Percentage of mental health problems among carers and non-carers and ratios

Note: Ratios correspond to the relative prevalence of mental health problems among carers and non-carers. Samples
include persons aged 50 years and above (with the exception of Korea where 45 and older are considered). The
United States includes care provide to parents only. The following years are considered for each country: 2005-07 for
Australia; 1991-2007 for the United Kingdom; 2004-06 for other European countries; 2005 for Korea and 1996-2006 for
the United States.

Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, KLoSA for Korea and HRS for the United States.
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3. THE IMPACT OF CARING ON FAMILY CARERS
the ratio in prevalence between carers and non-carers is higher for males. The gap also

differs by countries among males and females.

Mental health problems might be influenced by the intensity of caring. Figure 3.11

shows that in most countries there is a clear difference in mental health prevalence for

very intensive care (more than 20 hours/week). On average, high intensive caring is

associated with prevalence 20% higher than for non-carers, reaching even 70% or 80%

higher in Australia, the United States and Korea. At the same time, caring with lower

intensity (either less than 10 hours/week or between 10 and 20 hours/week) does not

always lead to a higher prevalence of mental health problems than among non-carers.

Other differences between carers and non-carers might influence their mental health.

For instance, carers might be older or have other socio-demographic characteristics which

make them more prone to worse mental health. Current mental health problems also

depend to a high extent on previous mental health status. There are however relatively few

studies which explore this topic, and those that do rarely rely on nationally representative

or longitudinal data sources. The few studies available point to a small or non-existent

relationship between caregiving and depression (Amirkhanyan and Wolf, 2006; Cameron

et al., 2008; Coe and Van Houtven, 2009; Leigh, 2010). Using the same data sources as were

used for the econometric analysis of labour force participation, it is also possible to analyse

the impact of caring on mental health. A regression analysis which controls for other

observed and unobserved characteristics, as well as for mental health status in the

previous year, helps to disentangle the effect of unpaid care from other characteristics. The

estimation method is the same as for the probability of employment.

Figure 3.11. Mental health problems depend on the intensity of caring
Relative prevalence (1 corresponds to non-carers)

Note: Numbers presented correspond to the relative prevalence of mental health problems among carers by intensity
of caring with respect to non-carers. Samples include persons aged 50 years and above (with the exception of Korea
where 45 and older are considered). The United States includes care provided to parents only. The following years are
considered for each country: 2005-07 for Australia; 1991-2007 for the United Kingdom; 2004-06 for other European
countries; 2005 for Korea and 1996-2006 for the United States.

Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, KLoSA for Korea and HRS for the United States.
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3. THE IMPACT OF CARING ON FAMILY CARERS
Results from regression analysis confirm that being an informal carer leads to a higher

probability of mental health problems. Caring has a large effect and has a higher impact on

mental troubles than other socio-demographic variables, with the exception of other

indicators of health status, such as the presence of a longstanding illness. A higher

probability is observed in all countries for both males and females except for men in

Australia4 (Figure 3.12). The impact of caring is more detrimental for women, with the

exception of those living in southern European countries. An important result is that being

the recipient of a carers’ allowance does not significantly alter the negative impact on mental

health in Australia and the United Kingdom (where information on allowances exists).

The detrimental impact of caring on mental health is stronger in the case of intensive

and co-residential care. In Australia and in most European countries, significantly worse

mental health is only found when care activity is at least 20 hours per week (Figure 3.A2.3 in

Annex 3.A2). Intensive carers appear to accumulate disadvantages since they tend to be older,

less educated and poorer than non-intensive carers (see Box 3.2). In the United Kingdom, poor

mental health is already happening at a medium level of caring intensity (10-19 hours/week)

Box 3.2. Intensive carers are older and experience greater social 
disadvantage than non-intensive carers

“Intensive carers” (defined as those who provide more than 20 hours of care per week)
are more likely to stop working and to have worse mental health outcomes as a result of
the caregiving responsibilities. For the government to target support policies at this
vulnerable group, it is important to understand who these carers are and how they differ
from the rest of the population of carers. Descriptive analysis shows that intensive carers
are generally older, less educated and poorer than non-intensive carers.

Most of the intensive carers are found in the 50-64 years old age group, but tend to be
much older, compared to non-intensive carers (except in the United States). Across the
sample of countries, there are on average twice as many intensive carers aged 75 years and
above than non-intensive carers (Figure 3.A2.4).

Intensive care is predominately directed to the spouse of the carer. In the case of the
United Kingdom, more than 70% of intensive carers provide help to the spouse, with only
17% to parents. In central Europe, 42.3% of intensive care is targeted to the spouse, against
only 3.4% of non-intensive care. Note that in southern Europe, intensive care provided to
the spouse is not as high as in the rest of the OECD countries (33% in southern Europe,
against 50% on average in the rest of the European sample).There, much of intensive care
is directed to parents and other relatives (respectively 14 and 25.5%).

Intensive carers seem to also experience greater social disadvantage compared to
non-intensive carers. They tend to have lower income compared to non-intensive carers:
60% of them belong to the first and second income quintile compared to 40% for
non-intensive carers. They are also more often below the poverty line: the poverty rate of
intensive carers is twice as high as for non-intensive carers. This pattern is particularly
clear in Anglo-Saxon countries and in southern Europe, where close to 40% of intensive
carers fall below the poverty line. In contrast, in northern Europe less than 10% are
classified as poor and poverty rates are comparable for both groups. This situation could be
partly explained by lower educational attainment among intensive carers in many of the
countries considered. The difference of education level between intensive carers and
non-intensive carers is large: The proportion of low-educated intensive carers is almost
30% higher compared to non-intensive carers.
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3. THE IMPACT OF CARING ON FAMILY CARERS
but the impact is smaller. The United States shows a clear gradient on worsening mental

health by care intensity for women. Similarly, co-residential care increases the probability of

occurrence of mental health problems across all countries.

3.6. Conclusions
Caring can have a major impact on work effort and health, especially for individuals

providing a high intensity of care. Since caring does not seem to affect work decisions at low

care intensity (below ten hours/week) and for extra-residential caring, intensive caregiving and

co-residential carers should be the primary targets of policy interventions. Extra-residential

care and less intensive caregiving show some modest effects in terms of mental health

Figure 3.12. Caregiving leads to higher chances of mental health problems
Coefficients from a dynamic probit

*, **, ***: Statistically significant at the 10%, 5% and 1% level, respectively.
Note: A positive coefficient indicates a higher probability of mental health problems. Samples include persons aged
50 years and above European countries other than the United Kingdom and the United States. The following years
are considered for each country: 2005-07 for Australia; 1991-2007 for the United Kingdom; 2004-06 for other European
countries; and 1996-2006 for the United States. The sample includes individuals present in at least three consecutive
waves in Australia, the United Kingdom and the United States. All regressions include the same controls as in
Figure 3.6. Lagged mental health is also included. The United States includes care provided to parents only.

Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, and HRS for the United States.
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outcomes, too. Caregiving is also associated with a higher probability of experiencing poverty

across all countries except in southern Europe, and especially for women.

The analysis has shown that many individuals provide low levels of care, although some

might underreport hours. This suggests that there may be some scope for an increase in the

availability of informal care, as low intensity caregivers could increase their hours of care

with only a limited impact on work effort and mental health status. However, with

population ageing, it is likely that a greater share of carers will be involved in high intensity

care. Without adequate support, informal caregiving might exacerbate employment and

health inequalities for these groups of carers. It may also reduce the chances of working-age

carers to re-enter the labour market during or at the end of the caring spell.

Policies for carers should be designed bearing in mind these negative outcomes of

caregiving. For those combining work and care, the analysis suggests that flexible working

arrangements could mitigate reductions in working hours for carers, and should be

promoted. For those who opt for temporarily leaving the workforce for caring purposes,

training and employment support programmes might facilitate their transition back into

the workforce. Payments to caregivers and care recipients (such as cash allowances) should

also take into account the possible economic incentives for certain groups to leave the

labour market. As to the impact of caring on mental health, this could be alleviated by

policies or programmes, ranging from respite care to physiological support and practical

help for carers (see Chapter 4 for a discussion of policies to support family carers). Existing

studies suggest that combinations of such interventions, and targeting support to specific

categories of carers, might work best in supporting carers (Glendenning et al., 2009).

Chapter 4 will take a closer look at policies put in place by countries to support carers of

frail elderly and, where it exists, evidence of their effectiveness in reconciling caring with

work and in reducing the burden on carers.

Finally, while promoting options to combine care and work and provide support to

carers are crucial, the availability of formal care is also important. Differences in access to

formal care services are likely to influence the possibility of carers to chose the amount

and intensity of caregiving provided. As examined in the next chapters, most OECD

countries have formal LTC coverage arrangements complementing informal care, although

approaches vary across countries.

Notes

1. Most of the statistical analyses that have examined the role of family caring use the terminology
of “informal caregiving”. This is also used in the rest of the chapter. However, in policy discussion,
carers are often referred to as “family and friends”, rather than “informal” carers.

2. Chapter 1 (“Cooking and Caring, Building and Repairing: Unpaid Work around the World”) in OECD
(2011), Society At a Glance, use time-use surveys to analyse unpaid work devoted by families,
including activities such as cooking, cleaning and caring. Figures from time use surveys report an
average of up 0.2 to 6 minutes per day on adult care (OECD, 2011), however these data do not
distinguish personal care from domestic care. Most time-use surveys also do not have separate
categories for caring for parents, spouse and other family members and other tasks. Women
devote on average more time to adult caring than men irrespective of the classification used.

3. Measurement errors of caregiving, which are not controlled for in the analysis, may bias the
estimations. First, the variable fails to measure the quality of care. Second, reporting of caring
commitment or hours of care may be influenced by employment status i.e. to justify not working
or fewer hours. Finally, informal caring might be correlated with unobserved factors which
influence ability to work. All of these factors may lead to an overstatement of the impact of caring
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on employment. At the same time, other studies controlling for endogeneity of care have found
that treating care as exogenous leads to an understate of the effects (Watts, 2008).

4. The coefficients for the impact of informal caring on the probability of mental health problems are
significant for the overall sample in northern European countries but not for the regressions
disaggregated by gender. The absence of significant results by gender might be related to the small
sample size.
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3. THE IMPACT OF CARING ON FAMILY CARERS
ANNEX 3.A1 

Data Sources

The following longitudinal household surveys are used for the analysis in the first

section of the chapter. All longitudinal datasets cover a wide range of subjects including

personality traits, occupational and family biographies, employment, participation and

professional, mobility, earnings and health.

British Household Panel Survey (BHPS) – United Kingdom
The British Household Panel Survey* (BHPS) is a nationally representative household-

based yearly survey which began in 1991, interviewing every adult member of sampled

households. The wave 1 of the Panel consists of some 5 500 households and 10 300 individuals.

Additional samples of 1 500 households in both Scotland and Wales were added to the main

sample in 1999, and in 2001 a sample of 2 000 households was added in Northern Ireland.

These same individuals are re-interviewed each successive year and, if they split-off from

original households to form new households, they are followed and all adult members of these

households are also interviewed.

Korean Longitudinal Study of Ageing (KLoSA) – Korea
The Korean Longitudinal Study of Ageing was led by the Korean Labor Institute. The

first wave available dates back to 2005 but another wave has been performed since then.

The 2005 version (published in 2006) is representative of the 45+ population (excluding

those in institutions and residents of Jeju Island) and contains information on more than

10 000 individuals. The questionnaire covers a wide range of topics related to ageing,

including take up of formal and informal care, along with other personal and socio-

demographic characteristics. KLoSA is also the only large study available in Korea on

financial situation of elderly. A follow-up is to be set every other year, organised on the

model of the Household Retirement Survey in the United States.

Health and Retirement Study (HRS) – United States
The University of Michigan Health and Retirement Study (HRS) surveys more than

22 000 Americans over the age of 50 every two years since its launch in 1992. Supported by

the National Institute on Aging and the Social Security Administration, the study collects

information on physical and mental health, insurance coverage, financial status, family

* The British Household Panel Survey (BHPS) was obtained through the UK data archive
(www.data-archive.ac.uk).
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support systems, labor market status, and retirement planning. The target population for

the HRS cohort includes all adults in the contiguous United States born during the

years 1931-41 who reside in households. New cohorts are added every six years; therefore,

in 1998 the target population was defined as those born in 1947 or before. In 2004, a

supplementary sample was added to make the total sample representative of those born

in 1953 or before.

Household, Income, Labour Dynamics in Australia (HILDA) – Australia
Household, Income, Labour Dynamics in Australia (HILDA) is an ongoing household-

based Panel survey funded by the Department of Families, Community Services and

Indigenous Affairs. The survey started in 2001 and contains at the moment seven waves.

The wave 1 of the Panel consisted of 7 682 households and 19 914 individuals.

Survey of Health, Ageing and Retirement in Europe (SHARE) – Europe
The Survey of Health, Ageing and Retirement in Europe (SHARE) is a multidisciplinary and

cross-national Panel database of micro data on health, socio-economic status and social

and family networks of more than 45 000 individuals aged 50 or over. Eleven countries

contributed data to the 2004 SHARE baseline study ranging from Scandinavia (Denmark

and Sweden) through central Europe (Austria, France, Germany, Switzerland, Belgium, and

the Netherlands) to the Mediterranean (Spain, Italy and Greece). Information is collected

on a bi-annual basis. The sample represents the non-institutionalised population aged 50

and older and the selection is based on probability samples in all participating countries.

Mental health variables

CES-D Scale

The CES-D is a symptom scale measuring depression. It is a composite index of 20 items

covering the following domains: Depressed mood, fatigue, pessimism, sleep, enjoyment,

interest. The index is constructed by summing binary items. A binary indicator is constructed

which takes the value of one if the CES-D scale is three or above and zero otherwise, which has

been demonstrated to indicate a clinically significant level of depression.

EURO-D Depression Scale

The EURO-D is a symptom scale measuring depression. It is a composite index of

12 items covering the following domains: Depressed mood, pessimism, suicidality, guilt,

sleep, interest, irritability, appetite, fatigue, concentration, enjoyment and tearfulness. The

index is constructed by summing binary items. A binary indicator is constructed which

takes the value of one if the EURO-D scale is three or above and zero otherwise, which has

been demonstrated to indicated a clinically significant level of depression.

General Health Questionnaire (GHQ)

The GHQ is a multidimensional, self-reported screening instrument to detect current,

diagnosable psychiatric disorder. It focuses on the inability to carry out normal activities

and measures the appearance of psychological distress through four elements: Depression,

anxiety, social impairment, and hypochondriasis. It has 60-, 30-, 28-, 20- and 12-item

versions. All items of the shorter versions are included in the longer versions. Items ask

whether a particular symptom or behaviour has been recently experienced. Responses are
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indicated using one of the two 4-point scales depending on the nature of the question:

Either “Better than usual; Same as usual; Worse than usual; Much worse than usual”, or

“Not at all; Not more than usual; Rather more than usual; Much more than usual”.

The Short-Form Health Survey (SF-36, Sf-20, SF-12)

The Short-Form Health Survey index is a multi-purpose health survey that can be

self-administered or used in interviews and covers both physical and mental health. The

most frequently used version consists of 36 questions and is the SF-36. SF-36 covers eight

main health domains as well as the summary measures of physical and mental health. The

eight domains are divided into four physical health scales (physical functioning,

role-physical, bodily pain, and general health) and four mental health scales (vitality, social

functioning, role-emotional, and mental health). The range of scores possible on each of the

eight scales is from 0 to 100, with 100 representing optimal functioning as measured by the

SF-36. Norm-based scoring algorithms were introduced for all eight scales in 1998, making it

possible to compare meaningfully scores for the eight-scale profile and the physical and

mental summary measures in the same graph. SF-12 is a part of the SF-36 that reproduces

the physical and mental health summary measures with fewer items.
HELP WANTED? PROVIDING AND PAYING FOR LONG-TERM CARE © OECD 2011 107





3. THE IMPACT OF CARING ON FAMILY CARERS
ANNEX 3.A2 

Additional Figures
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3. THE IMPACT OF CARING ON FAMILY CARERS
Figure 3.A2.1. Higher care intensity and co-residential care 
have a stronger negative impact on employment

*, **, ***: Statistically significant at the 10%, 5% and 1% level, respectively.
Note: Samples include persons below age 65 in Australia and the United Kingdom, aged 50 to 65 in other European countries
and the United States. The following years are considered for each country: 2005-07 or Australia; 1991-2007 for the
United Kingdom; 2004-06 for other European countries; and 1996-2006 for the United States. The sample includes
individuals present in at least three consecutive waves in Australia, the United Kingdom and the United States. All
regressions include the same controls as in Figure 3.6. The United States includes care provided to parents only. Lagged
employment and initial employment status are included in all except for European countries (except the United Kingdom).

Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, and HRS for the United States.

1 2 http://dx.doi.org/10.1787/888932401311
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Figure 3.A2.1. Higher care intensity and co-residential care 
have a stronger negative impact on employment (cont.)

*, **, ***: Statistically significant at the 10%, 5% and 1% level, respectively.
Note: Samples include persons below age 65 in Australia and the United Kingdom, aged 50 to 65 in other European countries
and the United States. The following years are considered for each country: 2005-07 for Australia; 1991-2007 for the
United Kingdom; 2004-06 for other European countries; and 1996-2006 for the United States. The sample includes
individuals present in at least three consecutive waves in Australia, the United Kingdom and the United States. All
regressions include the same controls as in Figure 3.6. The United States includes care provided to parents only. Lagged
employment and initial employment status are included in all except for European countries (except the United Kingdom).

Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, and HRS for the United States.
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Figure 3.A2.2. Higher care intensity and co-residential care 
have a stronger negative impact on hours of work

*, **, ***: Statistically significant at the 10%, 5% and 1% level, respectively.
Note: Samples include persons below age 65 in Australia and the United Kingdom, aged 50 to 65 in other European
countries and the United States. The following years are considered for each country: 2005-07 for Australia; 1991-2007 for
the United Kingdom; 2004-06 for other European countries; and 1996-2006 for the United States. The sample includes
individuals present in at least three consecutive waves in Australia, the United Kingdom and the United States. All
regressions include the same controls as in Figure 3.6. The United States includes care provided to parents only.

Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, and HRS for the United States.
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3. THE IMPACT OF CARING ON FAMILY CARERS
Figure 3.A2.2. Higher care intensity and co-residential care 
have a stronger negative impact on hours of work (cont.)

*, **, ***: Statistically significant at the 10%, 5% and 1% level, respectively.
Note: Samples include persons below age 65 in Australia and the United Kingdom, aged 50 to 65 in other European
countries and the United States. The following years are considered for each country: 2005-07 for Australia; 1991-2007 for
the United Kingdom; 2004-06 for other European countries; and 1996-2006 for the United States. The sample includes
individuals present in at least three consecutive waves in Australia, the United Kingdom and the United States. All
regressions include the same controls as in Figure 3.6. The United States includes care provided to parents only.

Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, and HRS for the United States.
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Figure 3.A2.3. Higher care intensity and co-residential care 
have a stronger negative impact on mental health problems

*, **, ***: Statistically significant at the 10%, 5% and 1% level, respectively.
Note: A positive coefficient indicates a higher probability of mental health problems. Samples include persons
aged 50 and above European countries other than the United Kingdom and the United States. The following years are
considered for each country: 2005-07 for Australia; 1991-2007 for the United Kingdom; 2004-06 for other European
countries; and 1996-2006 for the United States. The sample includes individuals present in at least three consecutive
waves in Australia, the United Kingdom and the United States. All regressions include the same controls as in
Figure 3.6. Lagged mental health is also included. The United States includes care provided to parents only.

Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, and HRS for the United States.
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Figure 3.A2.3. Higher care intensity and co-residential care 
have a stronger negative impact on mental health problems (cont.)

*, **, ***: Statistically significant at the 10%, 5% and 1% level, respectively.
Note: A positive coefficient indicates a higher probability of mental health problems. Samples include persons
aged 50 and above European countries other than the United Kingdom and the United States. The following years are
considered for each country: 2005-07 for Australia; 1991-2007 for the United Kingdom; 2004-06 for other European
countries; and 1996-2006 for the United States. The sample includes individuals present in at least three consecutive
waves in Australia, the United Kingdom and the United States. All regressions include the same controls as in
Figure 3.6. Lagged mental health is also included. The United States includes care provided to parents only.

Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, and HRS for the United States.
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Figure 3.A2.4. Intensive carers more likely to be older and more disadvantaged

Note: Samples include persons aged 50 and above (with the exception of Korea where 45 and older are considered).
The United States includes care provided to parents only. The following years are considered for each country:
2005-07 for Australia; 1991-2007 for the United Kingdom; 2004-06 for other European countries; 2005 for Korea and
1996-2006 for the United States.

Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, and HRS for the United States.
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Figure 3.A2.4. Intensive carers more likely to be older and more disadvantaged (cont.)

Note: Samples include persons aged 50 and above (with the exception of Korea where 45 and older are considered).
The United States includes care provided to parents only. The following years are considered for each country:
2005-07 for Australia; 1991-2007 for the United Kingdom; 2004-06 for other European countries; 2005 for Korea and
1996-2006 for the United States.

Source: OECD estimates based on HILDA for Australia, BHPS for the United Kingdom, Survey of Health, Ageing and
Retirement in Europe (SHARE) for other European countries, and HRS for the United States.
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ANNEX 3.A3 

Estimating the Impact of Caring 
on Work Characteristics of Carers

Probability of being in employment
A lagged dependent variable model is used for the analysis of employment: a dynamic

probit model. This model estimates the probability of being in employment as a function

of previous employment status (d), Caring (C) and demographic characteristics as well as

work characteristics (X), controlling for initial conditions (δ) for individual i at time t:

Initial conditions are specificied as suggested by Wooldridge (2002) by including

means of the time-varying regressors and the initial value of the dependent variable.

Because the random effects probit estimates are biased in the presence of feedback effects,

the pooled estimator is used as it provides consistent but inefficient estimates.

Hours of work
Hours of work is a continuous variable but the range is constrained because it is zero

for a substantial part of the population (the non-workers) but positive for the rest, that is:

yit = z’itθ + αi + εit

while yit = y*it if y*it ≥ 0

yit = 0 if y*it ≤ 0

where y represents hours of work, z are a set of individual characteristics, ε is an

idiosyncratic error term and α are individual effects.

A random effects tobit model is used where the likelihood function of hours of work is:

Multinomial logit
To model the individual choice between not working, working part-time and working

full-time, a multinomial model is used. For the purpose of this analysis, the multinomial
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logit looks at the impact of caring and other individual characteristics on the probability of

being in part-time work or non-employment, where probabilities of each alternative are:

For individual I and alternative j where M = 3. M refers to the three possible labour

force status mentioned above.

Sensitivity analysis was performed for all estimations as follows: 1) using continuous

hours of care per week (in log) instead of a dummy variable to model caring status; 2) using

three categories for the hours of care per week to capture the care intensity (less than

10 hours per week, 10 to 20 hours and above 20 hours of care). In addition, the analysis was

also performed separately for outside/inside household care.
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ANNEX 3.A4 

How to Measure the Impact of Caring on Wages

This annex assesses the wage penalty of informal caring using hourly wages in several

longitudinal datasets. Since wages can only be observed for people in work, observed

wages may suffer from a sample selection problem if the unobserved determinants of

wages also affect individuals’ labour force participation decisions.

In cross-sectional analysis, Heckman’s two-step estimation is used. Within a

longitudinal analysis, Wooldridge’s correction procedure is used. This consists of

calculating the inverse Mills ratio from a probit model for the selection equation. The

inverse Mills ratio is then included in a pooled two-stage least squares estimator where the

first stage includes a participation equation.

where in the wage equation w is the log hourly wage for individual i at time t, as a function

of several socio-demographic variables, including the decision and the inverse mills ratio.

In the participation equation, p is a dummy variable which takes 1 if the individual

participates in the labour market and 0 if s/he does not. The decision to participate

depends on a number of explanatory variables z, and individual time-invariant effects as

well as a time-varying error. The explanatory variables in the participation equation

include additional variables which affect selection but not wages.

Wage equations suffer from possible heterogeneity and endogeneity problems.

Sensitivity analysis was performed for the United Kingdom and the United States (where

sufficient time lags are present) to correct for such problems. Semykina and Wooldridge

(2005) suggest using averages of the strictly exogenous variables as instruments.
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Policies to Support Family Carers

In most countries, family carers and friends supply the bulk of caring, and the
estimated economic value exceeds by far expenditure on formal care. A continuation
of caring roles will be essential given future demographic and cost pressures facing
long-term care (LTC) systems across the OECD. This is also what care recipients
themselves prefer. Continuing to seek ways to support and maintain the supply of
family care appears therefore a potentially win-win-win approach: For the care
recipient; for the carers; and for public systems. This chapter provides an overview
and an assessment of the current set of policies targeted to family carers, in relation
to three main aspects: Caring and the labour market, carers’ wellbeing, and
financial recognition to carers. The effectiveness of policies in helping carers combine
care with paid work, in reducing burnout and stress of carers, and in recognising the
additional costs associated with caring will then be discussed.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The use of such
data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements in the West
Bank under the terms of international law.
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4. POLICIES TO SUPPORT FAMILY CARERS
4.1. Improving carers’ role and wellbeing
Countries have implemented a number of policies that directly or indirectly target

family carers.1 Yet, some carers still struggle to combine their caring role with work and

often suffer from mental health problems, suggesting that policies to support carers could

be improved. OECD countries differ in the extent to which they do so, and in the set of

measures targeted to carers, for example in terms of cash and in-kind services (e.g. respite

care), as well as initiatives to reconcile work and care (e.g. flexible work arrangements).

4.2. Helping carers combine caring responsibilities with paid work
Caregiving is associated with a significant reduction in employment and hours of work,

especially for individuals providing a high intensity of care (Chapter 3). Other studies have

confirmed that, in addition to lower labour force participation, informal caring leads to

absenteeism, irregular attendance (coming late and having to leave work) and lack of

concentration at work (Gautun and Hagen, 2007). Policies which reduce the dual pressure

from work and care for employed caregivers might improve their employability, making

caring a viable option for more potential carers. The following section discusses current

policies to facilitate the employment of carers and how they could be improved.

Leave from work

While many OECD countries recognise the important role of family carers and

incorporate the principles of helping them balance work and caring, this is not always

translated into services in practice. Two-thirds of the OECD countries for which information

is available have leave for carers, although conditions for leave tend to be limited and paid

leave is restricted to slightly less than half of the countries (see Annex 4.A1 and Annex 4.A2

for a detailed description of care leave for each country). In contrast, parental leave to care

for children – albeit different in nature and content – is widely available and is paid in

three-quarters of OECD countries, although often at low rates (OECD, 2007). Studies on the

use of parental leave found positive effects on working hours and the labour force

participation of women for short-term leave (Spiess and Wrohlich, 2006). While the literature

on care leave is less extensive, some longitudinal studies have found that family leave and

access to flexible hours has a positive effect on the likelihood of employment retention for

women, although the overall effect on employment is uncertain as it might reduce job

possibilities for those caring but not at work (Pavalko and Henderson, 2006).

In three-quarters of the countries where it is available, paid care leave is limited to less

than one month or to terminal illness. Belgium provides the longest publicly paid leave, for a

maximum of 12 months, which employers may refuse only on serious business grounds. In

Japan, paid leave is also fairly long, since carers can take leaves up to 93 days with 40% of

wage paid through the employment insurance if the company does not compensate during

the leave. In terms of remuneration, Scandinavian countries tend to pay the most. For

instance, in Norway and Sweden paid leave is equivalent to 100% and 80% of the wage
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respectively. In Denmark, in exchange for employers continuing to pay full wages during care

leave, municipalities reimburse a minimum equivalent to 82% of the sick benefit ceiling.

In the case of unpaid leave, there is a geographical divide. A group of countries provides

long leave of one or more years (e.g. Belgium, France, Spain and Ireland). While being

relatively long, unpaid leave is not a statutory right for workers in Ireland and Spain and may

be refused by employers on business grounds. In the case of France, while employers may

not oppose the leave, eligibility criteria remain strict: leave is only available to care for a

relative with an 80% autonomy loss. A second group provides relatively short leave of up to

three months2 (e.g. English-speaking countries and the Netherlands), with a couple of

countries providing medium-term leave of six months (Austria, Germany). In Austria the

availability of unpaid leave is limited to care for terminally ill relatives.

The use of leave for long-term care might be even more limited in practice because

employees fear that it will have an impact on career and household income. In this respect,

the use of statutory rights to care leave might be influenced by the intensity of caring

obligations and the generosity of leave compensation. Caregivers with less intensive

obligations might prefer to use holidays or sick leave, particularly if workers fear that a

request for care leave might endanger career opportunities. It is to be expected that the lower

the compensation rate, the lower the take up for such care leave will be. Loss of income

during care leave is often cited as a reason for preferring to use annual paid leave or sick

leave since workers receive full salary during holidays and many countries have generous

replacement rates during sickness (Ikeda et al., 2006). On the other hand, for those caring for

their partner, providing more hours of care might be more prone to ask for statutory care

leave, even if it is unpaid.

Data on leave use are difficult to obtain but a representative survey of companies in

European countries contains information on companies providing leave for long-term care

purposes (Establishment Survey on Working Time and Work-Life Balance) (Figure 4.1).

Roughly 37% of European companies declare that long-term leave is available for

employees to care for an ill family member, whereas nearly all establishments offer

Figure 4.1. Care leave is less frequent than parental leave
Share of establishments offering leave to employees

Source: European Establishment Survey on Working Time and Work-Life Balance, 2004.
1 2 http://dx.doi.org/10.1787/888932401387
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4. POLICIES TO SUPPORT FAMILY CARERS
parental leave and in 51% of the establishments employees have taken parental leave in

the previous three years. A greater portion of companies offer care leave to their employees

in Scandinavian countries and in Poland (60% on average) and a much smaller fraction is

found in Southern Europe (around 25%). Similar data from Canada (from the Federal

Jurisdiction Workplace Survey 2008) show that approximately 20% of all companies under

federal jurisdiction provide annual paid family-related and/or personal leave. This is

comparable to data from Japan (Tokyo prefecture only) showing that 10.7% of the

companies have one or more persons who took long-term care leave while in contrasts

90.9% of women who gave birth took parental leave (Tokyo Metropolitan Government

Bureau of Industrial and Labour Affairs, 2008).

Use of care leave depends heavily on the sector of work and disparities among workers

are likely in the absence of statutory rights. Long-term leave to care for an elder or sick

relative is most often found in the public sector and/or in larger companies.3 In terms of firm

characteristics, more establishments grant care leave in companies with a higher proportion

of female employees, where there are more skilled workers, and care leave is more likely in

the service sector than in manufacture. All of these categories of workplaces are most likely

to provide child-related provisions, too (OECD, 2007).

Flexible work schedule

In addition to leave from work, flexible working hours may help carers to remain in the

labour force and accommodate care needs. Chapter 3 confirmed that flexible working hours

lowered the chances of reduced hours of work for carers in Australia and the

United Kingdom. A  similar study from the United States showed that women with caring

responsibilities who worked in companies with flexible hours had 50% greater odds of still

being employed two years later than those who did not (Pavalko and Henderson, 2006).

Flexible work schemes may offer good solutions to balance care obligations and work by

providing carers sufficient income and a social network through work.

While almost two-thirds of firms report some use of part-time work,4 its use to

facilitate care for the elderly or sick remains limited. As it was the case with leave

provisions, part-time is less often used for long-term care than for taking care of children.

About two thirds of the sample of European establishments has female employees using

part-time work for children (Figure 4.2). While the use of part-time work by fathers is more

limited (21%), it is still more than double the proportion of employees caring for elderly or

sick people (9%). The incidence of part-time work for care reasons varies greatly across

European countries and is not always related to the overall use of part-time work. On the

one hand, some countries show a relation: only 1% of companies report having part-time

employees for care reasons in Greece and only 16% of firms have part-timers, while the

respective proportions are as high as 18 and 76% in the United Kingdom. On the other

hand, the Netherlands has one of the greatest proportion of companies reporting some

part-time work (89%) but only a modest use for care of elderly/disabled (less than 5%).

There are also differences across sectors (Figure 4.3).

More widespread provisions for full-time parents to request part-time work than for

carers of frail elderly help to explain the limited use of part-time for care reasons relative to

childcare. While in eight out of ten OECD countries for which information is available,

parents are entitled to part-time work, statutory rights to work part-time for non-parents

exist in half of the these countries (two-thirds if collective or sectoral agreements are taken
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into account). In addition, conditions for employers to refuse the request are often stricter for

parental leave than for care leave. These provisions need to be interpreted in light of

evidence that part-time work promotes higher labour force participation (OECD, 2010).

Significant variation is also found in the length of part-time work which may be

requested for care reasons and the possibility to revert to full-time hours. Slightly less than

half of the 14 countries where the right to part-time work for care reasons exists have also an

automatic right to revert to full-time hours. In practice, according to the European Working

Time Survey, there is virtually no chance for a part-timer to move to a comparable full-time

job in the same establishment in eastern European countries and Portugal. In many

countries, no limit is mentioned on the duration of the part-time, while in Japan the total of

reduced working hours and days of family care leave is 93 days or over, and in the United

States it is set at 12 weeks. Germany provides a slightly longer duration (six months) and

New Zealand limits the amount of the reduction in hours per week.

Which care leave for the future?

As in the case of parental leave, it is difficult to define the appropriate duration for care

leave since a long leave may damage labour market position while a short leave might not be

enough and force workers to resign from their job. However, unlike the care of young

children which requires more intensive care at a younger age, care for ill or disabled relatives

is unpredictable in duration and intensity over time. Workers might benefit from flexibility

in the possibility of fractioning leave over several occurrences. Ideally, care leave should take

into account the episodic nature of illnesses, deterioration or improvement in health

condition or changes in the availability of formal care. Using leave on a part-time basis or

returning to work part-time might also be helpful to accommodate the changing needs of

carers and frail or disabled people. Other forms of flexible work might be more suitable for

carers who need to vary their hours week-by-week or who do not want to cut down on their

working hours but want to work flexibly.

Figure 4.2. More mothers than family carers among part-time workers
Share of establishments reporting mothers and family cares among part-timers

Source: European Establishment Survey on Working Time and Work-Life Balance, 2004.
1 2 http://dx.doi.org/10.1787/888932401406
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4. POLICIES TO SUPPORT FAMILY CARERS
At the same time, care leave, particularly paid leave, could become a pre-retirement

option. While parents take parental leave at the beginning or through mid-career, most

carers tend to be older than 45 or 50 years. Long paid care leaves, particularly if they offer

high replacement rates and if workers are guaranteed pension and unemployment

contributions, create a risk of early retirement. This has occurred with the “Crédit temps” or

Figure 4.3. Care leave and part-time work is more likely in certain sectors
Share of establishments reporting offering care leave or part-time work for care

Source: European Establishment Survey on Working Time and Work-Life Balance, 2004.
1 2 http://dx.doi.org/10.1787/888932401425
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4. POLICIES TO SUPPORT FAMILY CARERS
“Time Credit” in Belgium, which can be taken as a full or partial reduction in working time

up to a maximum of one to five years.

Care leave is sometimes limited to caring for those with a terminal illness. Obviously,

much care is needed also for people with non-terminal diseases. A wider definition of care

leave may be desirable but moral hazard could emerge. First, while a parent-child relation

and the needs for child care are relatively clear-cut, it remains difficult for policy makers to

identify who are the long-term carers and which level of caring commitment should trigger

an entitlement to care leave. To prevent such problems, entitlements are defined in terms of

the relationship to the dependent person, but since a person might have several carers, the

problem of how many carers per person should benefit from leave arrangements emerge.

Such provisions are already present in the case of care allowances (e.g., in Ireland). Belgium

is considering the introduction of a tax and social statute for carers as a way to identify carers

and to provide them with legal rights (Box 4.1). Second, additional difficulties arise with

respect to decisions about what care needs justify a care leave and the setting of eligibility

conditions that are neither too restrictive (e.g. terminal illness, 80% dependency as in France)

nor too loose so that any relative may claim to be a full-time carer. Given the fact that most

carers are involved in low-intensity caregiving (Chapter 3), this raises the issue of what care

efforts justify entitlements to a care leave. The use of care assessment systems already in

place to determine eligibility to publicly funded LTC benefits may need to be extended also

to dependent people that rely on care by family and friends.

4.3. Improving carers’ physical and mental wellbeing
Chapter 3 has shown that caregivers are more likely to experience worse mental health

because of their strenuous duties. Policies relieving stress from carers are thus of prime

importance, particularly in the context of carers themselves becoming older and possibly

frailer. This section discusses the advantages and challenges of three types of policies

supporting carers’ well-being: Respite care, counselling services and co-ordination of help.

Respite care

Respite care is often perceived as the most important and common form of support to

alleviate caregiving burden and stress. Respite care can provide carers a break from normal

caring duties for a short period or a longer time (see Box 4.2). Without respite, caregivers

Box 4.1. A statute for informal family carer: The case of Belgium?

Since 2008, Belgium has been researching the possibility of a legal recognition of informal
carers. Such legal recognition implies a legal definition of carers, as well as a certificate for a
limited duration together with rights and obligations for carers. Goals of the legal recognition
include measures to maintain the social entitlement of carers, the creation of mechanisms
in labour law for increased flexibility, the granting of tax advantages and to solve problems
of civil and criminal liability. Through the statute, time spend in caring for family members
will be considered as time at work and carers will be entitled to social security rights and
their acquired skills will be more easily recognised. The identification of carers will help in
targeting support measures towards them. On the other hand, the legal recognition
stumbles upon the difficulty of identifying what should be in the procedure. In particular,
criteria need to be set in terms of the dependency level of the care-recipient and on the
identification of carers in terms of the charge of care and its duration.
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may face serious health and social risks due to the stress associated with continuous

caregiving, and may also enjoy little time for leisure or feel isolated. Carers are often

reluctant to take such breaks because of uncertainties about the quality of respite care and

financial difficulties. Policies ensuring ease of access to respite, for example via financial

support to pay for such breaks, geographical proximity and sufficient availability of respite

services, are thus important.

Policies for carers in almost all OECD countries include respite care, although legal

entitlement to respite services varies widely. In Ireland, an annual grant for respite care

can be used throughout the year, while in Austria a specific allowance is available to pay for

respite care for up to four weeks. In Germany, the insurance system includes provisions for

financing respite care of up to four weeks. In Luxembourg, the long-term care insurance

includes additional funding for a three-week respite care. The new Act on Family Caregiving

2006 in Finland grants at least three days respite a month for carers who care on a

continuous basis. (The Finnish Ministry of Health and Social Affairs is currently preparing

a National Development Plan on Informal Care Support). In many other countries, respite

care is seen as a service but there is no specific right to carers to receive such services, or

no direct reference to the number of days carers are entitled to.

Direct public provision and financing of respite care is uneven across countries and

respite care remains scarce. In most OECD countries, short-term respite care is financed

directly by families, although some subsidies exist for those with limited resources. In

Austria, Finland and Hungary, in-home respite care is not publicly financed and users need

to pay full costs. In certain countries such as Canada, for instance, financial incentives in

the form of tax credits for families paying for respite care services are available.5 On the

other hand, in Denmark the municipal council is obliged to offer substitute or respite care

services to those caring for a relative and respite services are fully publicly funded. There

is also an under-supply of respite services in some OECD countries. For instance,

residential respite care services in France and Switzerland have waiting lists as respite is

offered only when LTC beds are unoccupied. In addition, charges for respite care in France

Box 4.2. What is meant by respite care?

Respite care may refer to very different types of interventions providing temporary ease
from the burden of care. Often, the objective of such breaks is to increase or restore the
caregiver’s ability to bear this load (Van Exel et al., 2006). The most common forms of
respite care include:

● day-care services;

● in-home respite;

● institutional respite.

An important element of respite care definition is the length of respite. Some of the services
offer short stays (such as day-care services) and others consider longer periods of time
(vacation breaks for carers, emergency care etc.). Both duration and frequency of respite
breaks (everyday or every week) are relevant when assessing the importance for the carer and
the care recipient. Some countries offer more diversified “packages” of support (combining
both short and long-term breaks) in order to better meet the needs of the caregiver. The
provision of respite breaks can be provided in various settings, such as community care or
institutions, and by various actors, such as family and friends, and nurses.
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often exceed the value of the universal cash benefit allowance. In many countries, such as

Japan, northern European countries, Spain or the United Kingdom, municipalities are in

charge of organising respite care particularly in the case of day-care and in-home respite,

which leads to large local disparities in access and availability.

Respite care results in satisfactory outcomes for carers but it is not cost-effective for

all forms of service provision. Assessment of the effectiveness of respite is complex

because of the multiple dimensions of impact on informal caregiving (mental and physical

health, satisfaction or admission in institutions), but recent evaluations show that carers

highly value such services (Pickard, 2004; Zank and Schacke, 2002; Van Exel, 2007).

Unfortunately, this does not systematically translate into better mental health outcomes

for carers. In particular, the evidence on the effectiveness of day care in improving the

psychological health of carers is mixed, and there is little evidence to draw a conclusion on

the effectiveness of in-home respite care. The impact may be higher for high-intensity

carers and day care appears to be more effective for carers in paid-employment and where

the person cared for has cognitive problems (Davies and Fernandez, 2000). Overnight

respite care has proven to be effective at reducing the subjectively reported burden of

carers, but it might hasten the institutionalisation of the dependent person (Pickard, 2004).

Mixed forms of respite care, including a combination of the above-mentioned types of

respite, also showed contradictory results in the United States but these might be driven by

low take-up of services.

Well-planned, flexible respite care services may improve carer’s outcomes and

alleviate barriers to accessing respite services. Yet evidence on the positive effect of respite

care on carers remains scant, limiting possible recommendations on the most appropriate

form of delivery of respite. In that respect, a range of services is probably most appropriate,

to provide flexibility of respite provision and responsiveness to carer and care recipient

characteristics and needs, and also changes in those needs over time. More tailoring of

respite to the needs of carers instead of fixed hours and days is cited as a suitable option

(Pickard, 2004). Mixed forms which include in-home care on demand and drop-in services

combined with more traditional forms of respite also appear to be useful for carers (see

Box 4.3). As some users of adult day services spend a considerable amount of time in

travelling and preparations, combining respite care with services for planning and

transportation of the dependents is likely to alleviate the burden of carers.

Counselling and training services

According to surveys, carers would welcome more psychological counselling and

information from health professionals (Van Exel et al., 2002). For instance, carers are not

always knowledgeable about the disease of the person they care for or have difficulties

dealing with disabilities. Counselling has been found to be effective at relieving carer’s

stress (Pickard, 2004).

Most social support and training is typically provided through local initiatives and relies

heavily on the voluntary sector. Many local community organisations and NGOs offer social

support and counselling programmes, making them often more widely available to carers

than respite services but are often provided in informal settings or as a crisis response.

Informal counselling is often provided through support groups which have developed at the

local level to provide a listening ear and a forum to exchange experiences. However, evidence

on their effectiveness in terms of mental health outcomes of carers is inconclusive.
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Some country initiatives are promoting a more comprehensive and integrated

counselling system. Sweden has promoted a better space for dialogue between the

socio-medical sector and the families and friends of disabled. “Caring for Carers” in Ireland

developed a comprehensive network of support institutions for carers, which offer 13 skills

training courses called “Caring in the Home”. The Netherlands uses a preventive counselling

and support approach (the POM-method or Preventieve Ondersteuning Matelzorgers). Once

enrolled in national care plans, individuals are contacted by trained social workers who

carry out house visits. These workers provide carers with information and follow-up phone

interviews on a three-month basis to prevent the occurrence of mental health problems

among carers, especially at the early stages of caregiving. In the United States, the National

Family Caregiver Support Programme includes support groups and individual counselling,

workshops and group work.

Information and co-ordination services

Carers may not be fully aware of services available to them and may find it difficult to

get help from fragmented services. Eligibility criteria for allowance or tax benefits and credits

can be confusing and carers may require help from other family carers or social workers.

Internet websites and other discussion boards provide useful information to the carer,

though they are often left alone to tackle administrative issues. Daily planning of different

tasks and duties may be difficult for carers and can cause burnout. Doctor’s appointments,

organisation of respite care breaks or social workers appointments may be difficult to

co-ordinate, especially when combined with personal or familial duties and employment.

One-stop shops for carers and their families can better inform and help carers. Such

information centres help carers be in touch with others having similar experiences and

acquire information on sources of help (financial, physical, emotional and social), and on

the care recipient’s illness or disability. For instance, in France, the Local Centres of

Information and Co-ordination (CLIC) provide information and help on all topics related to

Box 4.3. An integrated respite and support system to carers in Sweden

Sweden has supported family carers through mixed projects involving public entities
(such as medical staff in institutions), private actors, local communities, NGOs and
families and friends. These projects encompass counseling, training and also respite care.

Respite care, especially in-home respite care, has become very popular in recent years.
Municipalities offer family carers in-home respite care during the day free of charge.
Almost all 290 municipalities offer such services across the country. Other forms of respite
care are also available, such as “24h instant-relief” (or drop-in services) or weekend breaks.
Municipalities offer stays at spa-hotels and arrange for care of the care recipient for one or
two days. Mixed strategies combining different forms of respite are complementary to
relieve carer’s stress.

In addition to respite services, public authorities have encouraged communication
between socio-medical staff and carers. Collaboration with carers is prone to create more
“carer-friendly institutions”. Counseling programmes are also seen as a supportive service
offered in the core package for family carers. These programmes are both run by voluntary
organisations as well as public services, such as help-line services, and are moving towards
further integration.

Source: Johansson (2004).
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ageing and elderly needs. Help is provided individually and social workers meet with carers

on a regular basis. These centres also link carers with medical staff to address questions

related to the disability of the care recipient.

Linking the efforts of private, voluntary organisations and community associations

with public authorities can also be important to reduce fragmentation and improve

co-ordination of services. In Bremen (Germany), Social Services Centres inform and

support carers throughout the caregiving spells and also help co-ordinate medical and

social sectors. These centres are partly funded by NGOs and communities but also receive

grants from the city of Bremen.

Case (or care) managers can help alleviate the administrative burden of carers and help

them co-ordinate their needs and those of the person cared for. A case manager playing the

role of a co-ordinator between the different health and social services can simplify

significantly the follow-up procedures of carers. An example of such case management can

be seen in Austria, where local centres evaluate carers’ needs and help them find appropriate

services. Support services are available in different social service centres – such as the

Vienna Health and Social Care Centres and the Tyrolean Integrated Social and Health Care

Districts. They provide help with different dimension of planning, organisation and

information. Carers who enrol in local support centres are put in contact with a district nurse

who assesses the carer’s needs and directs the carer towards appropriate entities and

services. Administrative and co-operative tasks are the primary focus of these institutions,

but the services also act as brokers and contacts between clients and formal service. The aim

is to avoid gaps between health and social care provision and empower carers with

knowledge and skills to face the difficulties of caring duties.

Carers assessment is a first step to define which services are needed for carers but

does not necessarily mean that all carers are identified and receive support services.

Several countries including Australia, Sweden and the United Kingdom have developed

protocols for appropriate assessment of carers’ needs, helping professionals to define

caregivers daily tasks and identify stressors. There is often no mandate for caregiver

assessment except in the United Kingdom, resulting often in lack of resources to perform

systematic assessment. Even where the assessment is mandated, an estimated half of

carers are not known to service agencies (Audit Commission, 2004). The reasons, besides

lack of awareness and self-identification as carers, include lack of knowledge of

entitlement and difficulty asking for help.

Identifying carers through actors that carers see regularly is key because many carers

are not forthcoming in asking for help. General Practitioners, nurses, pharmacists and

other health professionals are well placed to recognise and advice carers because of their

frequent interaction with the care recipient or simply through normal consultations. In

Scotland, GPs have been given incentives to identify carers, set up carer registers and refer

carers to appropriate local support. A resource pack is distributed in each GP practices and

GPs (and other primary health professionals) are connected to carers’ centres. While it is

unrealistic to expect that GPs and other primary health professionals will be able to provide

all necessary information and counselling to carers, they can be well placed to refer carers

to more specialised sources of information and advice.
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4.4. Compensating and recognising carers
A large number of OECD countries provide financial support to carers through cash

benefits either paid directly to carers through a carer allowance or paid to those in need of

care, part of which may be used to compensate family carers. Slightly less than half of

OECD countries have a direct payment towards the carer and slightly over a half of the

countries have cash benefits for the care recipient (Annex 4.A1 and Annex 4.A3). A few

countries provide both types of cash benefits (e.g. Norway, New Zealand, Slovak Republic,

Sweden and the United Kingdom) and one-fifth does not have either type of benefit. This

section will discuss the effects of both types of cash benefits on carers and the relative

advantages and disadvantages of both. Other financial incentives not in the form of

allowances include tax incentives, discussed in Box 4.4.

Carer’s allowance

A carers’ allowance recognises that providing care involves costs for carers. It may

help carers to juggle their responsibilities by having some income to compensate for

reduced working hours or for additional expenses incurred as a result of caring. In

addition, it also provides a strong signal that carers’ play an important social role and

should be acknowledged by providing a financial reward for their efforts.

Box 4.4. Tax incentives benefiting carers

Tax relief is an indirect form of financial assistance to the caregiver, aiming to encourage
family caregivers. Most countries have no specific tax incentives for carers with the
exception of tax exemptions for carer’s allowances in a variety of countries (Czech Republic,
Ireland, for example). Canada and the United States have tax credit programmes.

In Canada, caregivers may be eligible to financial support through the federal tax
system. Non-refundable tax measures that offer assistance to unpaid caregivers include
the Caregiver Tax Credit, the Eligible Dependent Tax Credit, the Infirm Dependent Tax
Credit, the Spousal or Common-Law Partner Tax Credit, the transfer of the unused amount
of the Disability Tax Credit, and the Medical Expenses Tax Credit (METC). Under the METC,
caregivers can claim, on behalf of a dependent relative, up to USD 10 000 in medical and
disability expenses. The Infirm Dependent Tax Credit provides approximately USD 630/year
in tax reduction to those who care for disabled family members with severe impairments.
Alternatively, the Caregiver Tax Credit provides co-resident carers with a similar amount
of money, if the care receiver’s income is low. In addition to the federal tax credits,
comparable caregiver tax credits are available in each of Canada’s 13 provinces and
territories. The provinces of Québec and Manitoba also offer refundable tax credits to
eligible caregivers

The United States has a tax credit for working caregivers: The Dependent Care Tax
credit. It is a non-refundable credit available to lower income working tax payers who
co-reside with the care recipient and provide at least 50% of a dependent’s support. Since
it is only for tax payers who are employed, those unemployed or out of the labour force,
who comprise a large section of caregivers, are not eligible. Tax credits often represent a
small fraction of household’s income and it can be complex for those most in need to claim
tax refunds. Limited evidence shows that the eligibility criteria have resulted in such
credits not reaching a large percentage of the carer’s population (Keefe and Fancey, 1999).
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Countries with direct payments to carers have very different compensation and

eligibility conditions. Two main approaches, discussed below, emerge: i) countries

providing remuneration to family carers who are formally employed; and ii) countries with

means-tested allowances. In addition, some countries provide other types of allowances to

carers, such flat-rate allowances in the Slovak Republic and in Belgium (three-fourths of

the Flemish Municipalities and three Flemish Provinces), and allowances at provincial level

in Canada (Nova Scotia’s Caregiver Benefit). The amount and the eligibility conditions vary.

In Nordic European countries (Denmark, Finland, Norway, and Sweden), the payment to

carers is considered as remuneration. Municipalities, which are responsible for long-term

care services, employ family caregivers directly. Salaries vary across municipalities but they

include a minimum regulated amount in Finland (EUR 336 per month in 2009), while in the

other countries they vary with care needs and are equivalent to the hourly pay received by

regular home helpers. Compensation levels are thus fairly generous and offer a fair

compensation for carers’ efforts, while not providing sufficient disincentives for family

members to work because the compensation constitutes a relatively low wage (see Chapter 5

on working conditions in LTC) and is unlikely to compensate the full value of caregiving.

Nordic countries target more intensive care but the entitlement depends on

assessments made by local authorities. Municipalities are very restrictive in granting such

allowances and they are not obliged by law to provide them, possibly to limit their

attractiveness to low-wage earners. Carers’ allowances tend to be granted particularly to

keep the care recipient at home instead of moving to an institution, and when the care

performed is extraordinarily heavy or burdensome. In comparison, many more family

carers benefit from payments via the care recipient. Such form of compensation requires

appropriate definitions of care intensity, and standardised assessments may be useful to

limit local variations in entitlement. While care wages seem a promising avenue to

improve targeting and compensate the effort of carers, they remain a relatively costly

option and there is a legitimate question as to whether the use of more qualified or

experience formal carers should not be used instead.

Means-tested benefits paid directly to carers are found mostly in English-speaking

countries (Australia, Ireland, New Zealand, and United Kingdom).6 Allowances are limited

to those most in need, with heavy and regular caring duties that result in forgone earnings.

In all cases the definition of carers is linked to a threshold on weekly earnings from work

and/or a minimum amount of hours of care per week. In addition, the care recipient must

be in receipt of a disability benefit. Such means-tested allowances presuppose that

individuals are involved in full-time care. Their stringent eligibility is also linked to low

recipiency rates. Just under 1% of the total UK population (or less than one-tenth of carers)

received a Carer’s Allowance in 2008, while in Australia and Ireland the equivalent figure is

around 0.5% – or roughly one-fifth of carers – and there is only a handful of carers receiving

Domestic Purposes Benefits in New Zealand (5 246 in 2008).

Means-testing and eligibility conditions may result in disincentives to work. For

example, they might discourage carers from working additional hours per week outside the

house, particularly those having most difficulties to enter the labour market, such as those

with low skills. Indeed, means-tested allowances in Australia and the United Kingdom

generate incentives to reduce hours of work for carers (Figure 4.4). The impact depends on

the skill level, especially for women, and the availability of formal care. Low-skilled women

are more often in receipt of cash transfers and tend to have lower caring responsibilities
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when in-kind benefits are provided instead of cash transfers (Sarasa, 2007). Such

allowances seem thus to provide some form of income assistance, while maintaining

caring as a low-paid and low-status work.

Targeting cash allowances to carers is a difficult task, involving a number of trade-offs.

Typically, such cash allowances involve a number of eligibility requirements with a view to

define an eligible carer (e.g. primary carer), the level of care effort (e.g. number of hours of

care per week), the relationship between the carer and the care recipient (e.g. certain

relatives, co-residency) as well as the care level of an eligible care recipient (e.g. high care

need). In practice, some of these requirements can be difficult to verify administratively

and may be subject to abuse. They may also be viewed as unfair or simply arbitrary. For

example, in the United Kingdom only one carer per LTC recipient is entitled to receive the

allowance and carers cannot receive more than one allowance even if they are caring for

more than one person. In Ireland, “part-time caring” or sharing caring duties among two

carers is permitted as long as each carer is providing care from Monday to Sunday but on

alternate weeks. Leaving aside issues pertaining to setting legitimate eligibility requirements,

the trade-off in designing a carer allowance is generally between providing a token

recognition to a broader group of carers, including some involved in low care intensity, and

providing more meaningful support to a narrowly targeted subset of carers. Most countries

have opted for the latter.

Cash benefits for the care recipient
Cash benefits for dependants are often advocated as a good approach to maximise the

independence of the disabled person and have become more prominent in recent years. In

more than three-quarters of OECD countries, such cash schemes allow the use of the

allowance to support family carers or even to hire family members formally (see

Annex 4.A3 for detail on cash benefits which may be used to compensate family carers,

Figure 4.4. Carer’s allowances generate incentives to reduce work hours
Coefficient estimates on hours of work from a random effects tobit

Note: Samples include persons below age 65. The following years are considered for each country: 2005-07 for
Australia; 1991-2007 for the United Kingdom. The sample includes individuals present in at least three consecutive
waves. All regressions include the same controls as in Figure 3.6. See Chapter 3 for more details on the data and the
estimation method.

Source: OECD estimates based on HILDA for Australia and BHPS for the United Kingdom. Negative coefficients
indicate a reduction of hours of work.

1 2 http://dx.doi.org/10.1787/888932401444
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and Chapter 1 for an overview of all cash benefits for LTC). Often, the dependent person

prefers to hire relatives if they have the choice, as they tend to rate them as more reliable,

trustworthy and knowledgeable about their needs (Simon-Rusinowitz et al., 2005). While

the primary aim of cash for care schemes is often to expand choice and flexibility for the

care recipient, compensating or encouraging family carers can be a secondary aim. In

certain countries (Germany, the Netherlands), the cash benefit is set at a lower value than

equivalent services in kind.

In all OECD countries with cash benefits, the amount of the benefit for the care

recipient depends on care needs. Following an assessment of their care needs, individuals

with ADL restrictions are classified according to their degree of autonomy loss into three to

four levels and up to seven levels in certain countries. In some countries, the care recipient

can chose to receive care services in-kind or through a cash benefit, except in Austria,

France and some eastern European countries, where only cash allowances are available.

Most countries do not target allowances depending on income, apart from Belgium and

Spain, where the allowances are income-tested, and France and the Netherlands, where

above a certain level of income the benefit amount is income-tested.

This type of support may present several advantages for carers and policy makers.

First, eligibility requirements for carers might be simpler since policy makers avoid the

difficulties of defining who are primary carers and interfering with family relations in that

way. Many carers do not identify themselves as carers and do not necessarily apply for a

specific allowance while carers may be reached via a cash benefit targeting the user. In

addition, such cash benefits can be used by elderly carers since they do not constitute

wages as in the case of carer’s allowances in northern Europe. They can also provide more

generous benefits than the means-tested allowances given to carers in English-speaking

countries. Finally, a fairer allocation of cash resources is likely to be achieved if allocated to

the care recipient since the amount of the allowance depends on needs.

On the other hand, cash benefits given to the dependent person might not always be

used to pay family carers and may generate financial dependence of the carer. The

allowance might compensate for the additional care expenses and may be used to

supplement family income if there is no specific provision to pay for family carer. This

leaves carers dependent on the care recipient in terms of the compensation for their efforts

or to buy formal care services for breaks. Certain countries (France for relatives other than

spouses, the Netherlands) have gone around this problem by having relatives employed

through a formal contract if they provide care above a certain number of hours per week.

Holidays rights are also included in the conditions of employment. Germany also

guarantees holidays and time off during sickness through in-built funding for substitute

services (see below). This still leaves carers financially vulnerable if the person needs to

receive long-term care in an institution or dies.

Another risk of providing cash benefits to the dependent person is the risk of

monetising family relations. Altruism and a sense of duty are often cited as the primary

motivations for relatives to provide informal care. Hope of monetary transfers and

bequests in particular are another intrinsic motivation. Introducing cash allowances

whereby the dependent person may chose among relatives on how to allocate additional

resources may increase competition among family members.
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The extent to which cash benefits are used by family carers is partly related to

restrictions in the use of the allowance and to the degree of monitoring. In Germany, cash

benefits are predominantly chosen over home care agency services, in spite of such

benefits being 50% lower than direct home care. Cash benefits do not require compliance

with a certain use of services and there is no monitoring on the way benefits are spent, nor

care management requirements; cash benefits appear thus to have generated incentives

for informal care, resulting in an increase in the number of caregivers per care dependent

(Glendinning, 2003). Piloting of personal budgets in certain German counties, which were

financially more attractive but included closer monitoring by care managers, showed that

this resulted in a shift of cash recipients to personal budgets and a substitution of informal

care for formal care. Unregulated benefits in Austria were similarly used for family carers

but have progressively been used to hire migrant carers. In contrast, in France and the

Netherlands, cash benefits or personal budgets come with the definition of a care package,

especially in France where service needs are defined by health professionals and not by the

dependent person, and are thus rarely used to pay family carers.

Flexibility of the cash benefit, in terms for example of relatives that can be included or

not as family carers, also influences the use of such benefits. In France, hiring a relative is

permitted with the exception of spouses who are by law providing assistance to their

partners. While it is true that partners should care for each other, given the forecasted

increase in the number of elderly spouses providing informal care, the question of how

best to support the work of frail spouses without providing incentives for inappropriate use

of benefits remains open.

Both types of cash benefits could help to expand the supply of workers in the

long-term care sector and stimulate home care by tapping on otherwise unpaid carers, but

their critics point to important trade-offs for both carers and care recipients. First, cash

benefits may discourage the emergence of private providers, as households will continue

to rely on family carers. In certain countries, cash benefits have stimulated a grey market,

where families use allowances to hire untrained non-family members, often migrants, at

the detriment of formal care services. Italy is an example of such developments. A related

issue is whether promoting a substitution of formal for informal care has an impact on the

quality of care. Second, cash benefits may trap family carers into a low-paid unwanted role.

Japan, for instance, decided not to have explicit policies targeting family carers because of

a strong tradition of family responsibility and policy focused on decreasing the burden of

family carers, although some municipalities do have cash benefits under strict conditions.

The impact of public financial support on the supply of informal care is likely to be

influenced by a complex set of factors, including the link between formal and informal

care. Several studies have found that formal and informal care may be substitutes or

complements depending on the type of care and care needs. Informal care has been found

to be a substitute for formal home care (Bolin et al., 2008; Van Houtven and Norton, 2004)

but this is only the case for domestic help, while it is a complement to nursing/personal

care (Bonsang, 2009). In addition, when the care recipient has a higher degree of disability,

the substitution effect for paid domestic help disappears (Bonsang, 2009). Providing

financial incentives for carers might be a helpful strategy especially for low-intensity or

low-skilled care, but it might be more problematic as care needs increase or require a

relatively high allowance to provide sufficient financial incentives. In addition, relying on

family carers without adequate support for them and their needs is likely to have

detrimental consequences for their health and employment (Chapter 3).
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4.5. Conclusions
OECD countries are increasingly concerned about the burden on carers of frail and

dependent people and the need to support them. With demographic changes leading to a

greater need for care and higher cost for public systems, it is important to recognise the

role of carers, whether formal or informal. Carers are more likely to continue caring if they

feel valued. Knowledge about good-practice policies remains still fairly limited in this field,

however, and especially on the effectiveness of alternative interventions to mitigate the

negative impacts of caring on work and mental health.

Cash benefits to carers provide compensation and recognition but they are not the only

policy option to support carers. Cash support is a simple way of recognise the important role

of carers but can also raise difficult eligibility decisions and policy trade-offs. Cash benefits

should therefore be seen in the context of a proper care plan, including basic training for the

family member concerned, work reconciliation measures – including flexible work

arrangements – and other forms of support to carers, including respite care.

Notes

1. Informal care in the context of this chapter refers to care by family and friends. While disabled
groups include both young people with handicaps and frail elderly, this chapter does not provide
en encompassing overview of the range of services, labour market and social integration policies
directed to young disabled people.

2. In Australia and the United Kingdom, no unpaid leave for care reasons exists; leave consists of a
few days only for very short emergency reasons

3. Care vouchers could be used to stimulate the use of leave for the caring of adults. The main idea of
care vouchers is that employers provide workers with vouchers, which may be used to buy formal
care in lieu of a part of the employee’s income. The voucher would be exempt from both national
insurance contributions for the employer and from income tax for the employee. While vouchers
may provide an alternative half-way to leave for care, their financial implications need to be
weighed against other forms of financing long-term care.

4. Flexible work schedule include other forms aside part-time work but no sufficient statistical information
was available on flexible hours, and this section focuses therefore mostly on part-time work.

5. In addition, the Veterans Independence Programme provides personal care and housekeeping
support for primary caregivers to veterans.

6. Means-tested allowances might be subject to a labour earnings/income limit or to a wealth limit,
depending on the country.
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ANNEX 4.A1 

Summary Table: Services for Carers

Table 4.A1.1. Summary Table: Services for carers

Carers 
allowance

Allowance 
for the person 
being care for

Tax 
credit

Additional 
benefits

Paid 
leave

Unpaid 
leave

Flexible work 
arrangements

Training/
education

Respite 
care

Coun

Australia Y N N N Y N* N Y Y

Austria N Y N Y N Y Y Y Y

Belgium Y** Y N N Y Y Y Y Y

Canada Y** N Y Y Y Y N** Y Y

Czech Republic N Y N Y N N Y Y Y

Denmark Y N N N Y N N** Y Y

Finland Y N N N Y N Y

France N Y Y Y Y Y Y Y Y

Germany N Y Y Y N Y Y N Y

Hungary Y N N Y N Y Y N N

Ireland Y N Y Y N Y N Y

Italy N Y N

Japan N N N N Y N Y Y N

Korea N N N N N N N** Y N

Luxembourg N Y Y Y N Y N** Y N

Mexico N N N N N N N Y N

Netherlands Y Y N Y Y Y Y Y Y

New Zealand Y Y Y N N N Y Y Y

Norway Y Y N Y Y N Y N N

Poland N Y N N Y N N N N

Slovak Republic Y Y N Y Y

Slovenia N N N N Y N N** Y Y

Spain N Y N Y Y Y N Y Y

Sweden Y Y N Y Y N N Y Y

Switzerland N N Y N N N N** Y Y

United Kingdom Y Y N Y N N* Y Y Y

United States N Y** Y N N Y Y Y** Y** Y

N*: Leave for only a couple of days for emergency reasons is available.
N**: No nationwide policy is available but collective agreements exist.
Y**: Not at the national/federal level but available in provinces/states/counties.
Source: OECD 2009-10 Questionnaire on Long-term Care Workforce and Financing.
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ANNEX 4.A2 

Leave and Other Work Arrangements for Carers
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Financial Support for Carers
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Chapter 5 

Long-Term Care Workers: 
Needed but Often Undervalued

This chapter describes the size and the composition of the long-term care (LTC)
workforce, in terms of gender and skill mix, working hours and work pressures. The
analysis focuses on the two major parts of the LTC workforce: those working in
home care and those working in institutional care. Developments in the mix of
qualifications in nursing LTC are considered. The chapter then examines the relative
importance of factors behind the difficulties in matching demand for, with the
supply of, LTC workers, such as salary levels and working conditions. The analysis
seeks to answer the following questions: does the workforce meet current (and
potential) demand? How many people work in the different components of LTC
sector and what is their background? What are the working conditions in the LTC
sector? What can be said about developments over time?

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The use of such
data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements in the West
Bank under the terms of international law.
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5. LONG-TERM CARE WORKERS: NEEDED BUT OFTEN UNDERVALUED
5.1. How many long-term care workers are there?
Is there a long-term care (LTC) workforce “crisis”? Reports from the United States

suggest so (Stone and Wiener, 2001; Harmuth, 2002; IFAS, 2007). Yet, the answer to this

question may be more complex across the OECD. What is the crisis: in the workforce itself,

or in the tension between demand and supply? In order to answer this question, it is first

of all important to review available statistics on the LTC workforce. Despite data

limitations, many OECD countries have stepped up their LTC-workforce data collections.

More care recipients per worker in home care but most care workers 
are in institutional settings

While in Australia there is one full-time equivalent (FTE) LTC worker for each two LTC

care recipients, in many countries a full-time worker serves more clients, with lower ratios

in institutional care than in home care (Figure 5.1). Especially in the Czech Republic and in

the Slovak Republic, the user/FTE ratio is very high, representing large workloads. The

differentiation in workload in institutional care shows less variety than in home care.1

Figure 5.1. Higher ratio of LTC users per full-time equivalent worker 
in home care than in institutions

Selected OECD countries, 2008

Note: The definition of full-time equivalent (FTE) varies across countries. Available years for home care: Australia and
Germany: 2005; Luxembourg, New Zealand and the Netherlands: 2006. Other countries: 2008. Available years for
residential care: Luxembourg, New Zealand and the Netherlands: 2006; Australia, Belgium, Germany and the
Slovak Republic: 2007. Data for the Netherlands consider nurses and ADL workers in employment only. Australian
data exclude allied health workers (home care). German data exclude elderly care nurses (170 000 estimated in 2007).

Source: OECD Health Data 2010.
1 2 http://dx.doi.org/10.1787/888932401463
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5. LONG-TERM CARE WORKERS: NEEDED BUT OFTEN UNDERVALUED
Even though most care recipients receive care at home, most LTC workers practise in

residential care – although Japan and Korea are exceptions (Figure 5.2).

The size of the LTC workforce seems to keep up with population developments

In most countries for which data are available, the number of LTC workers is growing in

line with the share of the population aged over 80 years, although in Luxembourg, Germany

and Japan the size of the LTC workforce outgrew the increasing share of people aged over

80 years. The opposite occurred in the Slovak Republic, where worker density (number of

workers per 100 people aged 80 or over) decreased from 1.6 in 2004 to 0.7 in 2008.

5.2. Who are the LTC workers?
Most LTC workers are women and work part-time

The LTC sector is a major source for female employment in many OECD countries

(Fujisawa and Colombo, 2009; Figure 5.3). In the Netherlands, one in every seven working

women is employed in the care and welfare sector (van der Windt et al., 2009). In most

countries there is little change in the gendered character of the LTC workforce. Only in the

Slovak Republic, the share of women in the LTC workforce has quickly increased to a level

similar to that of other OECD countries, from 61% in 2004 to 90.5% in 2006. Cangiano et al.

(2009a) report that female employment in care is mostly restricted to direct care work in

the United Kingdom, while managerial jobs tend to be held by men.

Based on the number of care workers per full-time equivalent it can be calculated that

many LTC workers work part-time, and slightly more so in home-care settings (Figure 5.4).

In Japan, for example, 84% of home-care workers work part time. Moreover, five in every six

home-care workers face monthly adjustments in their hours and working days per week.

Figure 5.2. Less than half of LTC workers are in home care in most OECD countries
Selected OECD countries, 2008

Note: Data for Luxembourg refer to 2005. Data for the United States, Canada, New Zealand refer to 2006. Data for
Denmark, Germany, Australia and the Slovak Republic refer to 2007. For Australia, home-care data do not include
allied health workers. German data exclude elderly care nurses (170 000 estimated in 2007). Data for the Netherlands
reflect nurses and ADL workers in employment only.

Source: OECD Health Data 2010.
1 2 http://dx.doi.org/10.1787/888932401482
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5. LONG-TERM CARE WORKERS: NEEDED BUT OFTEN UNDERVALUED
A Japanese survey of institutional care employers suggests that 40% of the institutional

care workers work on a part-time basis (Hotta, 2010). On the other hand, part-time working

hardly exists in the Czech Republic. The same goes for those working in institutional care

in the Slovak Republic (Figure 5.4). In most countries for which data are available,workers

in institutional care settings work more paid hours than those in home care. In the

United States, 43% of “direct care workers” were employed less than full-time all year

Figure 5.3. Most LTC workers are women
Share of women in the LTC workers, selected OECD countries, latest available year

Note: Data for Japan refer to 2003. Data for the United States, New Zealand, Canada refer to 2006. Data for Denmark
refer to 2007. Data for the Slovak Republic and Norway refer to 2008. Data for Korea refer to 2009. German data do not
include elderly care nurses (170 000 in 2007).

Source: OECD Health Data 2010.
1 2 http://dx.doi.org/10.1787/888932401501

Figure 5.4. Part-time work is more frequent in home-care settings
Number of LTC workers per full-time equivalent (FTE), selected OECD countries, 2008

Note: The definition of FTE varies across countries. Data for New Zealand, Canada, and the Netherlands refer to 2006;
data for France, Germany. Australia and the Slovak Republic refer to 2007. German data exclude elderly care nurses
(170 000 estimated in 2007). Australian data exclude allied health workers. Data for the Netherlands reflect nurses
and ADL workers in employment only.

Source: OECD Secretariat calculations based on OECD Health Data 2010.
1 2 http://dx.doi.org/10.1787/888932401520
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5. LONG-TERM CARE WORKERS: NEEDED BUT OFTEN UNDERVALUED
round in 2007 (PHI, 2007; PHI, 2010). Over half of personal and home-care aides (54%)

worked part-time, or worked full-time only for part of the year (PHI, 2007). Although the LTC

workforce in German nursing homes increased by 29% between 1999 and 2007, the share of

full-time workers decreased from 46 to 35%. And while the share of male full-time workers in

nursing homes increased by 92%, the share of female full-time workers decreased by 8%, even

though the total share of female workers in German nursing homes remained at 87% (see

Drei-Verdi.de in the list of web pages at the end of the chapter).

For five countries, developments in working time could be analysed through time series

– mostly showing reductions in average weekly working hours. Data for Norway suggest that

workers increased their working hours between 2003 and 2008, while fewer hours were

worked per week in the Czech Republic (2005-08), Germany (2003-07) and the Netherlands

(home care, 2004-07). Since 2000, Japanese home-care workers decreased their hours per week,

while institutional care workers have increased their working hours (Hotta, 2010). German

sources confirm decreased working hours (Oschmiansky, 2010; Rothgang et al., 2009). The

Australian institutional care sector shows a 10% reduction in working hours per week

since 2002. Generally, a reduction in working hours reflects aggregate trends in OECD labour

markets, with an increase in part-time work across the OECD from 12% in 2000 to 16% in 2009,2

together with an associated 4% decrease in annual hours worked in the same period.3

LTC workers, especially the less qualified, sometimes hold multiple jobs. In New Zealand,

17% have multiple jobs – typically LTC-related or IADL-type activities (cleaning, private

support work, and cooking) (Ministry of Health/University of Auckland, 2004). Cangiano et al.

(2009a) and Martin et al. (2009) report similar results for migrant care workers in the

United Kingdom and the United States, while Eborall et al. (2010) report that each social-care

worker in England has on average 1.6 jobs.

With populations ageing, so is the workforce in general and the LTC workforce in

particular. A major and increasing proportion of LTC workers is middle aged (Table 5.1).

There are different age patterns of entry in the LTC sector for different qualification

levels. For example, Australian nurses start working in long-term care at an earlier age

than other LTC workers, but still a quarter of the Australian LTC nurses starts their

long-term care career at the age of 40 years. More than half of the community care workers

start their LTC job when older than 40 years, and one in five when aged at least 50 years

(Martin and King, 2008).

Entering the long-term care workforce may follow a period of economic inactivity.

Between 16 and 29% of the Dutch low-level LTC workers were economically inactive before

entering the current employment (van der Velde et al., 2010). Similarly, about one third of

the support workers in New Zealand was economically inactive prior to taking the job, of

which 40% were housewives, and 46% were unemployed (Ministry of Health/University of

Auckland, 2004).

LTC workers generally have low qualifications but requirements for institutional care 
are higher

LTC workers typically include nurses and lower-level care workers. The division of

labour, the scope and type of activities, and LTC workers’ regulation vary markedly across

countries. This translates into different qualification mixes and ratios between nurses and

lower-skilled workers across the OECD.4 In most countries for which data exist, less than
HELP WANTED? PROVIDING AND PAYING FOR LONG-TERM CARE © OECD 2011 163



5. LONG-TERM CARE WORKERS: NEEDED BUT OFTEN UNDERVALUED

)

ity 
half of the nursing LTC workforce consists of nurses, ranging from 12% in New Zealand to

85% in Hungary (Figure 5.5).

Table 5.1. Evidence on ageing of the LTC workforce

Ageing workforce indicator Type of workers Trend Source

Australia 70% of community care workers are over 45 years; and 60% of 
institutional care workers are over 45 years (female workforce age: 36% is 
over 45 years)

1997-2005: Average age of nurses 
moved from 40 to 45 years; 
the share of workers aged over 
55 years increases

Martin and King (2008)

Average age of employed nurses 44.1 years Share of nurses aged 50 or over: 
1998: 18.9; 2008: 34.9

AIHW (2008b)

Canada Canadian LTC registered nurses are older than in Canadian health care O’Brien-Pallas et al. (2003

Germany 1995-2005: Nursing care workers 
aged 50+ increased from 18 to 23%

BGW (2007)

Japan 60% older than 50 years Home-visit helpers Hotta (2010)

Netherlands 2003 and later: > 50% older 
than 40 years

2002-06: Average age of workers 
in institutional care moved 
from 38.9 to 40.2 years. Share 
of those aged over 45 years: 
from 31 to 41%

www.azwinfo.nl

New Zealand > 50% are 40-60 years old; 
16% is 60 or over

56% provides IADL and ADL; 
21% provides IADL only

Ministry of Health/Univers
of Auckland (2004)

United Kingdom No signs of ageing of the LTC workforce Cangiano et al. (2009a)

United States Average age: Average age of home-care workers 
in 2007: 43

PHI (2007; 2010)

 – all direct care workers: 41 years

 – institutional care workers: 38 years

 – home-care workers: 45 years (2009).

 – self-employed or working directly for private households: 49 years

Source: OECD Secretariat compilation.

Figure 5.5. In most OECD countries, less than half of the LTC workforce consists 
of nurses, mostly employed in institutional settings

Share of nurses in the LTC workforce (head counts), selected OECD countries, 2008

Note: Data for the United States and New Zealand refer to 2006; for Italy and Finland, to 2005; data for France
(institutional care and total) refer to 2003, while home-care data refer to 2002; data for Australia, Germany and
Denmark refer to 2007. Data for Australia do not include allied health workers. Data for Germany exclude elderly care
nurses (170 000 estimated in 2007). Data for the Netherlands reflect nurses and ADL workers in employment only.

Source: OECD Health Data 2010.
1 2 http://dx.doi.org/10.1787/888932401539
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5. LONG-TERM CARE WORKERS: NEEDED BUT OFTEN UNDERVALUED
Qualification patterns across care settings tend to follow the overall pattern within a

country, but there are exceptions. So, while New Zealand has low shares of nurses in both

home as well as in institutional care, and Switzerland has high shares of nurses in the

subsectors, patterns are different in France and Germany, with high shares of nurses in home

care and fewer in institutional care. The United States shows a different pattern: relatively few

nurses in home care and relatively many in institutional care. Nurses, however, may work

more hours than other direct care workers, so data based on headcounts can under estimate

the actual input by nurses as compared to that of other lower-level care workers. Australian

data, for instance, point to lower shares working part-time and higher numbers of weekly

working hours, the higher the qualification and working level of nurses (AIHW, 2008a).

National or regional regulations set minimum requirements to qualify as a LTC

worker, although other training schemes – often short-term training programmes provided

by employers – also play a role, the latter in more on-the-job training programmes. Nurses

typically qualify in a targeted – and possibly certified or accredited – vocational education,

although there may be different work categories, for instance, registered nurses (RNs) and

licensed practice nurses (LPNs) in the United States.5 Nursing education generally requires

at least three years of targeted education, but here, too, a practice component may form a

major share of the education. While some countries have no targeted education for LTC

workers (such as Hungary and Poland), many countries – especially for lower-level

workers – have educational programmes that combine some theory with practice training.

Japan is among the countries reporting several training levels for LTC workers. Training is

available to enable qualification as a care worker or as home helper. The duration of such

(initial) vocational education is highly variable across OECD countries (Table 5.2).

In most countries, initial vocational training for LTC is publicly financed, although in

some, there is a mix of public programmes with national certification, and private funding.

For instance, in New Zealand, the industry’s own training organisation provides for

– mostly on site – training. However, although the demand for long-term care services is

changing, curricula for the LTC sector show little development. This is especially the case

for lower-level care workers. For instance, in the United States, the minimum federal

training requirements of 75 hours training for nursing aides/home-health aides (with

12 hours per year of continued education) have not changed in 20 years (IOM, 2008). Many

states have, however, installed additional requirements.

For lower-skilled care workers, standardisation of qualification is often lacking and

many LTC workers will not have such qualifications. In the Netherlands, between 17 and 60%

of the LTC employees do not have relevant LTC-related qualification (van der Velde et al.,

2010, p. 15). In Australia 30% of the community care workers have no relevant qualifications,

with those in community based care less likely to hold a relevant certificate than their

colleagues in institutional care (Martin and King, 2008). Data for the United Kingdom point to

an overall low qualification level of social care workers (Cangiano et al., 2009a). In the

United States, 59% of the direct care workers have a maximum qualification level of high

school or less (PHI, 2010) and in Germany, fewer than half of the workers in home care have

a relevant qualification. Across Germany, some 300 different qualifications for “care

assistant” existed in 2007 (Oschmiansky, 2010).

But over qualification is also not uncommon: 20% of the Dutch “helpers” have higher

care-related qualifications (van der Velde et al., 2010). The Canadian Home Care Resources

Study (2003) reports generally high educational levels of Canadian LTC workers, with a
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third of the workers feeling underemployed. In Australia, 13% of the community care

workers have higher but untargeted qualifications (Martin and King, 2008). Such outcomes

are in line with more general outcomes according to which women often work below their

qualification level (OECD, 2007a).

While LTC workers, on average, have lower qualifications than health workers

(Fujisawa and Colombo, 2009), in many countries those working in institutional care have

higher qualifications than those working in home care. In Australia, community care

workers are more likely to have post secondary qualifications than institutional care

workers, even though unrelated to their aged care work (Martin and King, 2008). Smith and

Baughman (2007), and van der Windt et al. (2009) provide a similar picture for the United

States and the Netherlands.

5.3. What are the working conditions in long-term care?

Benefits and wages are lower in home care

Wages in LTC are generally low (Table 5.3). Fujisawa and Colombo (2009) state that

low-skilled LTC workers in most countries earn somewhat more than the average for

low-skilled workers. For instance, the median hourly pay for care workers in adult care

services in the United Kingdom is GBP 6.56, which is 14% higher than the national

minimum wages (Cangiano et al., 2009a; 2009b) and lower than in the health care sector,

particularly in home care. Data are scarce, however, and inconclusive.

Furthermore, experience may not translate into remuneration. Direct care workers in

the United States often lack annual wage increases, while home-care workers are exempt

from minimum wages and overtime protection as they do not fall under the Fair Labour

Standards Act. German, US and New Zealand data indicate nurses in long-term care earning

lower wages (and working fewer hours) than those in other parts of health care (Rothgang

and Igl, 2007; Ministry of Health/Auckland University, 2004). Wages may also differ according

to region. Canada, for instance, reports lower wages for LTC workers in rural areas.

As in many other sectors, there are gender differences in pay levels in LTC.6 In Japan,

male nursing care workers earn 11% more than their female colleagues (Health and Welfare

Bureau for the Elderly, 2010), irrespective of the number of years of continued employment in

the sector, while institutional earnings are higher than in home care (Hotta, 2010).

Besides wages, in some countries, LTC workers lack job benefits, such as health

insurance in the United States (PHI, 2007; 2010), or have more limited benefits than most

other workers have. Partly, this is because there is an overrepresentation of part-time work

in the LTC sector, and, in general, part-time workers have more limited access to such

benefits. Low wages combined with part-time work may therefore lead LTC direct care

workers to remain dependent on public safety nets. In the United States, many LTC

workers are dependent on public support programmes such as food stamps, Medicaid,

public housing, child care, energy and transportation assistance.

Care work is demanding and burdensome (Korczyk, 2004; Cangiano et al., 2009a),

leading often to early retirement due to stress and burnout (European Foundation for the

Improvement of Living and Working Conditions, 2006). The likelihood of poor work-related

health, too, is an important reason for discontinuing employment (Ministry of Health/

University of Auckland, 2004). While Dutch care and welfare workers are satisfied with

their jobs compared to those in other sectors, they are also less likely to state their

willingness to continue working until their 65th birthday (CBS, 2010, p. 145). Similarly,
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5. LONG-TERM CARE WORKERS: NEEDED BUT OFTEN UNDERVALUED

sonal 
ns

 

orking 

do 

0). 
es 
Table 5.3. Wages in LTC

Wages (monthly gross, unless mentioned otherwise) Remarks/sources

Australia Registered nurses (RN) Level 1 top per annum wages: Wages vary according to function and jurisdiction. Wages for per
care workers at max classification may include managerial positio

AUD 55 123 (around EUR 40 122) to 61 869 (around EUR 45 038). Wages are 50% more than minimum weekly in 2002 
(Fujisawa and Colombo, 2009)

Personal care worker:

AUD 28 079-37 267 (around EUR 20 440-27 128) 
to AUD 36 131-38 986 (around EUR 26 299-28 377)

(levels around 2009)

Belgium Basic annual (gross) wages 2009: www.werk.belgie.be/CAO/330/330-2009-000655.pdf

EUR 21 997-34 562: Nurse assistant

EUR 22 798-37 596: Registered nurse Exclude additional payments (inconveniency, annual leave, etc.)

Canada Home-care workers: CAD 16.1 (around EUR 11.8) per hour. LTC workers: 
CAD 12.7 (around EUR 9.3) (home-service workers) to CAD 24.4 
(around EUR 17.9) hourly (RNs)

Fujisawa and Colombo (2009)

Czech Republic Nurses: CZK 22 900 (around EUR 944) 2008 data. Average salary: CZK 24 282 in 2008 
(according to Czech Statistical Office)Nurses auxiliary and ambulatory attendants: CZK 14 400 

(around EUR 593)

Salaries in social services sectors:

Nurses: CZK 24 009 (around EUR 989)

Nurses auxiliary: CZK 18 395 (around EUR 758)

Ambulance attendants: CZK 16 179 (around EUR 667) per month

Estonia Nursing care hospital workers salary (March 2009) EEK 22 809 
(around EUR 1 458) (March 2008: EEK 18 550; around EUR 1 185)

Finland (end 2009) Average salary licensed practical nurse: EUR 2 370 
RN: EUR 2 860

There are no significant differences in salary levels between local
government and private sector

France Monthly wages (2009) at 31 years of age in private not-for profit sector: LTC workers in private contract earn minimum wage, while those w
through agencies earn 50% more (Fujisawa and Colombo, 2009)– infirmier diplômé d’État EUR 2 442

– aide-soignant (personal carer) EUR 1 852

– aide médico-psychologique EUR 1 856

– auxiliaire de vie sociale EUR 1 856

Germany 72% of all elder care full-time employees interviewed earn under 
EUR 2 000; 48% earn less than EUR 1 500

Nölle and Goesmann (2009); Fuchs (without year); 
reported in: Oschmiansky (2010)

Ireland Annual Home Help: EUR 29 352-EUR 30 659 (levels: 2008)

Nurses aides (Dublin, non-paypath): EUR 29 269-EUR 30 630

Japan Home helper, age 43.9 years, 4.4 years service, nine overtime hours: (data reported June 2008) Heisei Nijyu Jyuhachi Nendo Kaigo Ro
Jittai Chosa (2008 Fact Finding Survey on Long-term Care Work)JPY 211 700 (around EUR 1 888) monthly; 

special annual wage: JPY 278 600 (around EUR 2 485)

Nursing care worker of welfare facility, age 35.8 years, 5.2 years 
service, four overtime hours:

JPY 215 800 (around EUR 1 924) with special annual wage JPY 505 000 
(around EUR 4 502)

Home-visit care workers, average monthly: JPY 207 641 
(around EUR 1 844)

Wages appr. 64-47% of average (Fujisawa and Colombo, 2009)

Institutional care workers: JPY 217 415 (around EUR 1 937)

Luxembourg Infirmier: EUR 2 978-EUR 6 071 Excl. inconveniences, annual leave, etc.

Aide-soignant: EUR 2 373-EUR 4 402

Netherlands Example: “Ziekenverzorgende in de wijk”: Wages based on collective labour agreements (CAO-VVT-2008-1
Employers receive compensation for “wage sensitive” costs. Wag
exclude overtime, inconvenience rostering, annual extras

Wages: EUR 1 729 to EUR 2 558 (2008), depending on experience

New Zealand Median hourly wage for personal and home-care aids (2000): 
NZD 7.50 (around EUR 4.2)

Health Outcomes International (2007)

Norway (as of end 2008): NOK 29 000 (around EUR 3 657) per month

Slovak Republic 2009: EUR 276-EUR 385 gross monthly (both institution and home care) Overall average salary: EUR 766.41; minimum (2009): EUR 295.5
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Australian data suggest that there may be limits to how long-term care workers remain in

the sector (Martin and King, 2008). Even though, in Australia, the United States and

New Zealand, some LTC workers continue to work until their 70th birthday, few LTC

workers generally remain active in the sector until retirement.

Work-related accidents and injuries are common in LTC. In the United States, nursing

aides, orderlies and attendants have the third highest number of injuries and illnesses,

second only to truck drivers and labourers (US BLS, reported in Squillace et al., 2009). A third

of the certified nursing aides incurred at least one work-related injury, leading almost one in

four unable to work for at least one day during the last year. Depression and – due to lifting

and carrying of care recipients – lower back problems and being hurt on the job are common

(Gleckman, 2010). High psychological pressures, caused by high work pressures and lack of

labour satisfaction are also said to contribute to sickness (BGW, 2006). Especially the care for

people with dementia can lead to high psychological stress (Schmidt and Hasselhorn, 2007).

High work pressures may also contribute to violence. Half of residential care workers

in New Zealand feared violence by clients, as opposed to 25% in home care (Ministry of

Health/University of Auckland, 2004), while verbal abuse by especially dementia patients is

not uncommon. The European Nurses Early Exit Study (NEXT) found that 22% of nurses

experience violence by patients or family at least once per month (Estryn-Behar et al.,

2008), with nursing aides more often experiencing violence. Frequent work interruption,

high workload, longer working-week duration, working in night shifts, all increased the

likelihood of experiencing violence. Those working in geriatrics and long-stay departments

reported at least monthly violence by patients or family (those in day care and home care

experienced least violence). Those experiencing the highest levels of violence have the

highest incidence of burn out and are more likely to leave the employer or even the sector.

Nearly half of the Canadian institutional care workers experience violence (verbal, sexual,

racial) on a daily basis (Banerjee et al., 2008). Such experiences, are likely to be associated

with understaffing, lack of communication and collegial support (Banerjee et al., 2008).

Similar problems have been signalled by Koshitani (2008) for Japan.

Relationships with management affect how LTC workers deal with experiences of high

work pressures and violence. For instance, bureaucratic procedures, a blame culture, the

lack of trust between direct care workers and their management, as well as management’s

focus on residents, all prevent workers in Canada from reporting incidents (Banerjee et al.,

Table 5.3. Wages in LTC (cont.)

Wages (monthly gross, unless mentioned otherwise) Remarks/sources

Slovenia Basic monthly wages: Wages between 50-70% of national average (Fujisawa and Colom
2009) Nursing assistant II, 15 wage grade (WG): EUR 817.43

 Nurse holding secondary education degree, 21 WG: EUR 1 034.30

 The basic wage for a social carer, 13 WG: EUR 755.75

United Kingdom Median hourly wages for LTC in adult social care: GBP 6.56 
(around EUR 7.62)

14% above minimum; lower than in health care, esp. in home car

Private sector pays lower than not for profit, lower than public se
(Cangiano et al., 2009a, 2009b)

United States 2007: Direct care workers: Median hourly wages USD 10.48 
(around EUR 7.67) (2007). In 2008: 0.5% decrease

Wages are 31% below US median. 2008: US Median increases b
(PHI, 2007, 2010)

Wages appr. 51% of average wage in 2007 (Fujisawa and Colomb
2009)

Notes: Country currencies are converted into euros using the 2011 exchange rates. LPN: Licenced professional nurse. RN: Registered nu
Source: OECD 2009-10 Questionnaire on Long-term Care Workforce and Financing, unless other sources are mentioned.
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2008). Similarly, most Japanese care workers have major concerns about how they are

treated and evaluated by management (Hotta, 2010). Work pressures and unskilled or

inadequate management, coupled with high turnover including in management, can lead

workers to feel inadequate, and take blame where pressures are systemic such as in the

case of staffing shortages.

Despite often poor working conditions, LTC workers in many countries consider their

work meaningful and rewarding and an option for growth (Kushner et al., 2008; BGW, 2007,

for Germany; Hotta, 2010, for Japan). They like their caring responsibility and teamwork in

institutions, giving recipients dignity and respect as well as a sense that they are not alone.

There is also the family’s satisfaction with the job done, and learning from residents’ life

experiences (Teal, 2002; Cangiano et al., 2009a). Compared to most other sectors, Dutch

workers in health and welfare score third among the most satisfied with their work (CBS,

2010, p. 142). They also, however, consider their work more varied. This is despite workers’

considering their work heavier in terms of the required use of force and uncomfortable

working positions, or psychosocial stress and emotional demands.

Job appreciation seems to have an age-related component. For instance, German care

workers aged 50 or over are happier with their job than younger care workers, even though

both categories appreciate their work to a similarly positive extent (BGW, 2006; 2007,

Box 5.1). Caregivers in Japan also appreciate the flexibility of the work, but younger workers

experience a lack of prospects (Hotta, 2010).

Box 5.1. Working conditions in home care differ from those
in institutional care

The differing location and character of service delivery in home care and institutional care
have consequences for working circumstances (van Ewijk et al., 2002; Korczyk, 2004;
Rothgang and Igl, 2007; Bourgeault et al., 2009). In both, issues relate to night- and broken
shifts and fixed term contracts. In home care more than institutional care, there is a lack of
compensation for travel costs, and lack of compensation for team meetings and travel
between clients. Working circumstances may be especially difficult in socially less
advantaged neighbourhoods and in difficult home situations and often there are no options
to work in a safe and healthy way. In institutional care settings, colleagues may act as direct
soundboard, while there is super- or inter-vision. In home care, such mechanisms are often
lacking and workers act in isolation (Ministry of Health/University of Auckland, 2004).
Moreover, in home care, conflicts of interest can arise between the care recipient, the
available family members and the worker’s knowledge, attitude and allowed responsibilities,
while in institutional care colleagues are available, including a hierarchy. In institutional
care, however, the share of care recipients with severe cognitive problems tends to be higher
than in home care, as well as the share of care recipients without family network.

German workers reflect on work in residential and home care as follows (BGW, 2007):

“Institutional care involves much lifting and carrying, high emotional and quantitative

demands, too much engagement during work, much psychic exhaustion (burnout). Younger
workers feel the meaning of their work is hardly recognised by others, while older workers
experience uncertainty about employment, relative bad health and a very high degree of daily

life impairment as a result of spinal disorders. On the positive side workers are happy about the
management quality, interhuman relationships and with wages. Both young and (especially
older) workers feel high commitment with the facility.
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Poor working conditions lead to recruitment problems and high turnover7

Poor working conditions can lead to recruitment problems, high turnover, workers

leaving the sector and workers limiting the number of years spent working in the sector.

For instance, vacancy rates in social care in the United Kingdom are twice as high as in

other sectors (Cangiano et al., 2009a). In the United States, between two and three out of

five home-health aides leave the job within a year, and over two-thirds leave in the first

two years. For Certified Nursing Assistants, the turnover was 71% annually, leading to

staffing shortages (IOM, 2008). Similarly, turnover in the Japanese LTC sector (27.5%) is

higher than in other industries especially for non-permanent employees in institutional

care (Hotta, 2010; Japan Long-term Working-condition Survey, 2008; Japan employment

situation survey, 2008). Many of those leaving an LTC job leave the sector altogether.

While turnover may be higher for lower-level workers, vacancy rates for higher-level

LTC workers – especially nurses – may have more adverse consequences because they

often hold higher responsibilities, and often fulfil middle management tasks. Low staffing

levels of registered nurses in nursing homes have led to adverse resident outcomes, such

as urinary tract infections, pressure ulcers, catheter use and weight loss (Decker, 2008).

Recent US vacancy rates in LTC are higher for registered nurses (16.3%) than for licensed

practical nurses/licensed vocational nurses (11.1%) and for certified nurse assistants (9.5%)

(American Health Care Association/National Center for Assisted Living, 2009).

The costs of high turnover and recruitment efforts affect the public budget, as in many

countries a major share of LTC is publicly funded. For instance, estimated turnover costs

for the US public programmes Medicaid and Medicare are USD 2.5 billion, based on a cost

per replacement of USD 2 500 (Seavey, 2004).

Box 5.1. Working conditions in home care differ from those 
in institutional care (cont.)

Home care: Fewer negatives, more positives: Workers experience little influence on work,
working conditions and circumstances burdening the family, while family’s worries influence
the work. Especially younger workers experience high uncertainty about the treatment,

involvement in work is ‘excessive’ (younger but especially older workers). Mental exhaustion
(and the risk of burnout) is relative strong, especially for older workers. Positive for workers are:
Little lifting, few quantitative labour demands, good developmental possibilities at work

(especially older workers), good management and social support by management as well as
social support by colleagues (younger workers only), good interhuman relationships (especially
older workers), relative high labour satisfaction, high commitment with the facility.”

Regulations concerning home-care delivery are often far less detailed or strict than those
in institutional care, and also relate to worker guidance and protection. Given the longer
tradition of institutional care versus home care in many countries, it is also likely that
institutional care workers have a higher unionisation rate, thus having a better voice for
their needs.

The subsectors seem also to reflect worker characteristics such as age and education
levels. Wages in home care tend to be lower than in institutional care (for the same
qualification level), but educational requirements are also lower.
HELP WANTED? PROVIDING AND PAYING FOR LONG-TERM CARE © OECD 2011 173



5. LONG-TERM CARE WORKERS: NEEDED BUT OFTEN UNDERVALUED

009)
5.4. Foreign-born workers play a substantial and growing role in some countries

Why care workers migrate?

In a number of OECD countries, foreign-born care workers play a substantial role in the

care sector (Table 5.4). They may enter LTC by active recruitment in their home country, but

can also, especially when already in the host country, be a target group to fill vacancies.

In 17 of 23 European countries that took part in the Eurofamcare study, migrant care

workers played a more or less significant a role (Mestheneos and Triantafillou, 2005).

Pull factors attracting foreign-born care workers to a foreign country include

geographical proximity, language, culture, and wealth – and thus options to earn a living –

of the host country. Some countries have a history as immigrant countries and are

perceived as attractive, while others may be attractive for certain people for certain

reasons, amongst which climate, options for education, options for temporary migration, or

an already existing migrant community. Across countries, all these factors or just a few can

Table 5.4. Foreign-born care workers in LTC

How many foreign-born LTC workers? Source

Australia 25% of care workers (2007) Fujisawa and Colombo (2009)

33% in residential aged care (2007) Martin and King (2008)

27% in home-based care (2007)

12.5% of nurses are foreign-trained (2005) OECD (2007b)

Austria 50% of all (formal and family) care providers Fujisawa and Colombo (2009); Di Santo and Ceruzzi (2010)

40 000 illegally operating care workers (mid-2006) European Foundation for the improvement of living conditions (2

Belgium 3.3% foreign nurses (2005) OECD (2007b)

Canada 23% of institutional care workers Bourgeault et al. (2009)

7.7% of registered nurses foreign-trained (2005) OECD (2007b)

Denmark 6.2% of registered nurses foreign-trained (2005) OECD (2007b)

11% of all LTC workers have a migration background* Rostgaard et al. (2010)

France 50/70% of those providing IADL support Di Santo and Ceruzzi (2010)

1.6% foreign nurses (2005) OECD (2007b)

Finland 0.3% of nurses foreign-trained (2005) OECD (2007b)

Germany Circa 200 000 migrant care workers (2007) Di Santo and Ceruzzi (2009)

3.8% of nurse s foreign trained (2005) OECD (2007)

Greece Circa 250 000 Di Santo and Ceruzzi (2009)

70% of care workers in private households Fujisawa and Colombo (2009)

Italy Appr. 1 million, 72% of all care workers Lamura et al. (2010)

Circa 700 000 migrant workers in home care Di Santo and Ceruzzi (2009)

Ireland 14.3% of registered nurses OECD (2007)

Israel 55 000 migrant LTC workers, about 50% of all LTC workers OECD (2010b)

Netherlands 8% of LTC workers Fujisawa and Colombo (2009)

1.5% of registered nurses foreign-trained (2007) OECD (2007b)

New Zealand 24.3% of nurses are foreign traineed (2004) OECD (2007b)

Sweden 20% of 19 000 new employees in health and welfare Swedish Association of Local Authorities and Regions (2006)

13% of all employees in care of the elderly and disabled (2005)

2.7% of registered nurses foreign-trained OECD (2007)

United Kingdom Nurse auxiliaries: 17% Cangiano et al. (2009a)

Nurses in home care: 23%

United States Of direct care workers: 21% (2007) to 23% (2009) PHI (2007, 2010)

33% of home personal and home-care aides Martin et al. (2009)

3.5% of registered nurses foreign-trained (2004) OECD (2007b)

Source: OECD Secretariat compilation.
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be observed. For instance, the attractiveness of LTC work in Greece for Philippine workers

seems linked to the opportunity to work while language, culture and geographical

proximity and other factors do not play a substantial role. A significant share of the

foreign-born LTC workers in the United Kingdom has a student status (Cangiano et al.,

2009a). Proximity, as well as language and cultural likeness can be seen in the 15% nurses

migrating to Australia from New Zealand, as well as in the 10% Belgium-trained nurses in

the Netherlands (OECD, 2007b).

Patterns of migration show similarities for LTC workers and for nurses. Geographical

proximity, combined with high cross-border earning differences, seem important, for

instance in Southern Europe, Germany and Austria. The enlargement of the European Union

in 2004 facilitated such migration patterns. Half of the Italian recognition procedures (2005)

referred to Romanian nurses, for example (OECD, 2007b, p. 189).

Profile of migrant care workers

The overall profile of foreign-born LTC workers generally follows that of other LTC

workers. Most are middle-aged women (Fujisawa and Colombo, 2009), although recently

migrated foreign-born care workers in the United Kingdom are, more often than other care

workers, aged between 20 and 35 years (Cangiano et al., 2009a).

Qualifications levels differ, but in many countries a phenomenon of de-skilling can be

observed (OECD, 2007b; 2009; Fujisawa and Colombo, 2009; for the United Kingdom:

Jennings, 2009). In Canada, 44% of the foreign-born care workers is a registered nurse in the

country of origin, but works at a lower level (Bourgeault et al., 2009). Similarly, many

foreign-born nursing aides in the United States are university trained in their home

country (Redfoot and Houser, 2005). Of the Moldovan family assistants in Italy, 70% have a

university degree (Di Santo and Ceruzzi, 2010). For most countries, however, the share of

foreign-born LTC workers with a nursing qualification is unknown. Data on foreign-born

nurses in Table 5.4 are therefore likely to underestimate the migration of those qualified as

a nurse in their home-origin country and not – yet – recognised in the host country. Indeed,

for some foreign-born nurses, working at lower level in a host country can be a phase while

working towards the recognition of qualifications (Bourgeault et al., 2009, p. 62).

Data from around 2000 about foreign-born and/or foreign-trained and recognised

nurses, of which an unknown share may work in long-term care, suggest a fourfold

categorisation. Countries with both high inflow and high outflow of nurses include

Luxembourg, Canada, the United Kingdom, New Zealand and Ireland. Countries with high

immigration and low emigration of nurses are the United States, Australia, Austria and the

Czech Republic. Finland was the only OECD country with little inflow but high outflow of

nurses. Other countries have both little immigration or emigration (OECD, 2008, p. 31). Of the

foreign-born nurses in Australia, 48% is from the United Kingdom or Ireland (OECD, 2007b).

Working conditions of migrant care workers

Foreign-born care workers often work with shorter contracts, more irregular hours,

broken shifts, for lower pay and in lower classified functions than non-migrant care workers

and may have to work with the least favourable care recipients (Bourgault et al., 2009; Fujisawa

and Colombo, 2009; Cangiano et al., 2009a). Uncertainty about immigration rules and their

rights may lead them to adhere more closely to employers’ wishes and stay in the job longer

than domestic workforce (Cangiano et al., 2009a). They may be subject to verbal abuse or

outright refusal to be cared for by the client, especially at the starting phase of a caring contact
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(Walshe and O’Shea, 2009), but they may also experience such behaviour from colleagues and

employers (Cangiano et al., 2009a). Those in round-the-clock live-in arrangements are

especially vulnerable to personal and financial exploitation (Cangiano et al., 2009a; 2009b;

Lamura et al., 2010) due to lack of communication problems, and lack of freedom to move.

Opportunities for upward mobility and training may also be more restricted for foreign-born

workers, while they can lack trade union support (Cangiano et al., 2009a).

Poorer working conditions than for native-born workers can be observed across the

OECD. For example, fewer foreign-born health professionals have a permanent contract,

compared to natives (OECD, 2007b, p. 75). In both the EU27 and EU15,8 higher shares than

native nurses and health professionals work longer than 41 hours per week, work at night

regularly, and work “usually” on Sundays. However, foreign-born nurses are just as likely as

native-born to have a permanent contract (OECD, 2007b, p. 199).

Nearly a third of the foreign-born care workers in the United Kingdom earn wages

below the national minimum, as opposed to 22% of UK-born care workers (Jennings, 2009).

Higher shares of foreign-born care workers can be found in the private sector in Ireland and

the United Kingdom, as opposed to the better paying and more unionised public sector

(Walshe and O’Shea, 2009; Cangiano et al., 2009a; Yeates, 2005; Lamura et al., 2010). For the

United States, employers are quoted saying that they hire foreign-born workers because

they are more willing to accept lower wages and less flexible working conditions relative to

native workers. Lower wages for foreign-born workers, are, however, not specific for

long-term care. Such differences have been analysed for several countries in the labour

market as a whole (OECD, 2010a, pp. 170-172).

In England, foreign-born LTC workers tend to work in institutional facilities, whereas

in Southern Europe they are mostly working in home-based settings (Cangiano et al., 2009a;

Jennings, 2010). In the United States, substantial shares of foreign-born workers are in

institutional LTC but even higher shares work in households.

Are migrant care workers over represented?

Figure 5.6 shows the share of foreign-born in the household sector, and the health and

community sector. In Greece, Portugal, Spain and France, migrants are overrepresented in

household services, including home care, i.e., the share of foreign-born employment in the

sector is larger than the share of foreign-born employment in general. Similarly, in Greece,

the Czech Republic, Poland, Austria, Ireland, Switzerland Finland, the United Kingdom,

Sweden and Denmark, foreign-born workers are over represented in health and community

services. Data may, however, under-represent un-contracted migrant care workers.

While a multi ethnic workforce may reflect the increasing diversity in a country’s

population and demand for care, overrepresentation of minorities in LTC jobs may point to

the sector being unattractive to native-born workers. For instance, more than half of the

direct care workers in the United States are from an ethnic minority with a further 23%

foreign-born (PHI, 2010). Similar overrepresentation of minorities is reported for Australia,

New Zealand, and the United Kingdom (Martin and King, 2008; Ministry of Health/University

of Auckland, 2004, Cangiano et al., 2009a). Partly, such patterns may reflect past immigration

processes. On the other hand, the Dutch health and care professions have substantial

underrepresentation of workers with a Turkish or Moroccan background (Ministerie van

Volksgezondheid, Welzijn en Sport, 2007).
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Migrant care workers follow different channels

Migration processes may differ. Many foreign-born LTC workers in the United States

are actively recruited in their home country by specific job agencies (Martin et al., 2009). In

several low-income European Union countries, job agencies specialised in sending workers

to other EU Member States operate (Di Santo and Ceruzzi, 2009). But most foreign-born care

workers in the United Kingdom are recruited domestically (Cangiano et al., 2009a) or have

entered the country via non-labour related channels, such as being refugee, in the context

of family reunification schemes, working holiday, or as students (Cangiano et al., 2009b).

Similarly, a major share of the foreign-born care workers in the United States has been

naturalised, an indication of a longer stay in the country.

In some OECD countries, especially southern European countries, several migrant

carers work without legal immigration papers or work contracts. This is due to a

combination of factors, such as economic incentives for both the migrant carers and the

employer, as well as to the lack of formal legal migration possibilities for low-skilled

workers (see for example the case of Italy in Box 5.2). Formal legal entry into a country’s

care workforce may also be difficult as it may require linguistical skills, a priori proof of a

certain minimum income in the host country, adaptation periods and recognition of

professional qualifications (Redfoot and Houser, 2005; Martin et al., 2009). Moreover, while

almost all OECD countries stimulate immigration of highly skilled workers, few have

programmes that allow for easy access of migrants in relation to lower-level jobs (OECD,

2009, see also Chapter 6).

As options for legal entry for lower skilled jobs are limited in some countries despite

high demand, irregular inflows can exceed the regular one, as for example in the

United States, Spain and Italy (OECD, 2009, p. 125). In 2009, estimates of the share of illegal

Figure 5.6. Employment of foreign-born in health 
and other community services and households

Share of all foreign-born employment, 2005-06 average

Note: For the United States, “Health and other community services” refer to the wider “Education”, and the
“Households” to “Other services”. Data for Germany refer to 2005 only, for Japan to 2006 only.

Source: European countries: European Community Labour Force Survey (data provided by Eurostat); Japan: Labour Force
Survey; United States: Current Foreigners Population Survey, March Supplement, reported in: OECD International Migration
Outlook (2008).

1 2 http://dx.doi.org/10.1787/888932401558
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migrants in OECD populations varied from 0.2% in Japan to 3.9% in the United States, with

illegal migrants accounting between 3.7% of all foreign residents in Austria to 63.5% in

United States (OECD, 2009). For Canada, it was estimated that some 60 000 migrants were

in the country illegally, most of which refugees (Bourgeault et al., 2009).

Box 5.2. Italian family assistants

Home-based care provision in Italy relies mainly on foreign-born care workers. This is
almost entirely due to a universal, unregulated cash-benefit system; a fast ageing
population with increasing female labour participation; and geographical proximity to
low-wage countries (both within and outside of the European Union), coupled with entry
via legal channels, illegal border crossing and overstay. In 2010, 13% of the households
involved in care had hired migrant carers, especially for heavy care tasks. While, in 1991,
16% of the 181 000 workers had foreign background, currently some 72% of the 1.5 million
care workers is foreign-born (Lamura et al., 2010). Several regularisation measures have
been taken. In 2002, 22% of the 646 000 foreigners working in the black economy were
regularised, while between 2002 and 2008, 300 000 family assistants (including nannies
and care workers) were regularised, an estimated 42% of all family assistants. Not only were
there more applicants than available visas, but families seeking care workers had immediate
needs and could not wait for a visa, while employers did not apply for a visa without having
seen the foreign worker. The 2009 regularisation processed 39% out of the 750 000 expected,
possibly because migrants had to pay EUR 500 in social insurance contribution. Employers
had also to prove the worker’s accommodation, have a minimum – declared – income of
EUR 20 000 per year, while the contract should be at least 20 hours per week. Moreover
employers were to pay social contributions after regularisation. Studies suggest that other
migrants than care assistants took advantage of the scheme as well.

For foreign-born workers, working as a family assistant often is the easiest or only job to
find. One third lives permanently with the family. House cleaning is part of the job for 80%
of them, and more than half goes shopping. Half cares for an older person, and a third
provides ADL support, while 29% provides medical assistance. Newly arrived foreign-born
care workers, more than those arrived since the mid-1990s, often work on an hourly basis
instead of 24 hours/7 days, and focus on shorter periods of work before returning. More
than half of the foreign-born family assistants work entirely or partially without a contract,
while regular workers, too, increasingly work undeclared.

Recently, some regions implemented registers for family-care assistants, while local
councils installed social care helpdesks. Moreover, home-tutoring initiatives and training
courses to further educate and train the migrant care workers have been started at local
level, but content varies and certification has no wider value. Regions such as Abruzzo and
the Veneto Region introduced further incentives for legalisation: up to full compensation for
the required social security contributions, in the shape of an additional allowance, under
certain conditions, amongst which a contracted or registered status as family assistant.

Italian-born family assistants currently account for 10% of those working in private
households.

Source: Bettio et al. (2006); Chaloff (2010); Lamura et al. (2010); Di Santo and Ceruzzi (2010).
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5.5. Changes in LTC policies affect LTC labour markets

Worsening working conditions for lower-level LTC workers

Most people requiring LTC prefer care at home, and both institutional and home-care

settings are increasingly populated by higher-need care recipients (CBS, 2010; Ministry of

Health/University of Auckland, 2004). But across the OECD, the number of workers per care

recipient and the qualification mix have remained stable over time, possibly leading to

heavier workloads and more intense care processes in both subsectors, ceteris paribus (such

as the mix of technology and labour). Lower-level care workers appear to be especially

affected by changes. According to Oschmiansky (2010), the introduction and expansion of

market-based incentives for care providers in Germany led to deteriorated working

conditions – less job security, smaller contracts and less social security – for lower-level care

workers, while at the same time conditions for a new class of highly qualified LTC specialists

improved. The LTC insurance law led to job differentiation and professionalisation, while

also leading to increased shares of “atypical” workers in the LTC workforce (e.g., workers with

small contracts). Since 2003, previously existing traditions of employers providing

qualification options in LTC were replaced by short-term training options. These changes

took place in a context of labour market policies under the framework of the European

internal market. Data for Japan and Germany show a substantial increase in, especially,

lower-level care workers, resulting in a reduction of the share of nurses in the sector.

The 2007 Dutch introduction of tendering procedures for the delivery of household

care led to risk transfer from central government to local authorities, and subsequently

from these to care provider organisations. These then shifted the risk to low-level care

workers by deteriorating working conditions and labour contracts (Box 5.3). Toronto

Box 5.3. The Dutch transition of IADL support to the Social Support Act

In the Netherlands, IADL care was transferred from the Exceptional Medical Expenses
Act (AWBZ) to the new Social Support Act (WMO) in 2007. It included a transfer of
EUR 1 billion for the provision of household care from the AWBZ to the municipalities, the
executors of the WMO.

As of 2007, home-care providers were to bid for contracts, while previously, IADL care
was contracted by regional “care offices” – the executive branches of the AWBZ – under a
relative competition-free environment. While IADL previously was provided by so-called
“helpers 1” and “helpers 2”, in certain ratios (for instance, 35:65), many municipalities
reversed this ratio, requiring providers to accept lower tariffs. However, while the
composition of the workforce reflected the old ratios, with available tariffs often below cost
(for the new ratio), some providers refused to enter a bid, others felt obliged to but either
accepted losses or adjusted working conditions, especially for those providing IADL.
Layoffs and rehiring for worse conditions occurred. Other workers had to change employer,
or accept a worse collective labour agreement, for instance that for cleaning agencies
(Roerink and Tjadens, 2009). Van der Windt et al. (2008, pp. 76-77) add that some workers
were additionally trained, while new employees got only temporary contracts, and for a
more limited number of hours. Many workers had to accept the option to work as “alfa
worker”, a self-employed worker against tariff, who can work for maximum 24 hours per
week. The care recipient is to pay part of sickness benefit in case the alfa worker becomes
incapacitated to work. Often, the previous employers acted as job agency with the clients
sometimes unaware of this change in status, even though, now, they were employer.
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home-care workers cite heavy provider competition as undermining co-operation and

leading to lower wages (Kushner et al., 2008; see also Hunter, 2009). Several reports point at

the wage pressure in the LTC sector, often a consequence of cost control measures leading

to relative high shares of foreign-born workers in the United States, the United Kingdom

and Australia (AAHS/IFAS, 2007; Charlesworth and Marshall, 2010; Cangiano et al., 2009a;

Spencer et al., 2010).

The role of self-employed and agency workers

Using “external workers”, such as those hired through a job agency, is one way for

providers to deal with shortages and high turnover. The use of agencies is becoming

increasingly common. For instance, in Japan, almost one in three workers is hired through an

agency in facilities providing institutional care services, although high shares can also be

seen in other types of facilities (Hotta, 2010). External workers, however, may lack relevant

qualifications. Moreover, due to agency fees, external workers may come at a higher cost.

Another type of external worker is the self-employed worker. Estimates for the United

States suggest that between 400 000 (PHI, 2010) and 560 000 (PHI, 2007) direct care workers

work as independent contractors. A substantial share of those that were forced into

self-employment in the Dutch decentralisation of IADL provision does not wish to return

to employee status. Self-employment has the attraction of allowing workers to provide the

services as they see fit. Some self-employed may focus on the more “endearing” care

recipients and circumstances that fit their own requirements, an option often not available

for employees. For others, the self-employed status may provide them with an option to get

work, without relevant qualifications. However, self employment comes at a cost, as

workers will have to arrange for their own social security, and there may be more

uncertainty about future work. Issues may finally arise as to quality, responsibilities and

the supervision of the self-employed. Without supervision of the way resource (e.g., cash

benefits) are spent, grey and black labour markets serviced by self-employed workers may

develop (Di Santo and Ceruzzi, 2010).

The impact of cash benefits on LTC labour markets

Cash-benefit schemes may have differential consequences for the labour market,

depending on their regulation. Some schemes provide relatively low allowances and expect

the care recipient to contribute to the costs of services. In some cases the cash benefit is

only provided if no in-kind services are available.

Box 5.3. The Dutch transition of IADL support to the Social Support Act (cont.)

While between 1998 and 2005 the number of alfa workers declined steadily (CBS Statline),
2008 estimates suggest that the number of alfa workers was higher than in 1998 (Torre and
Pommer, 2010). For 2009, further increases were expected. This development led to repair
laws stimulating employers to rehire workers “transferred” into alfa workers, and
forbidding care provider agencies from acting as “employment agency” for alfa workers.
Per 2010, a care recipient decides whether to receive care in cash (and hire an alfa worker),
or receive “care in kind” (de Klerk et al., 2010). It is estimated that by the end of 2010 some
16 000 alfa workers will be re-employed (Torre and Pommer, 2010).
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Cash-benefit systems can reinforce a direct connection between worker and care

recipient, which is often shown to increase care recipient satisfaction as s/he is

empowered to take decisions. The direct connection is also one of the elements that is

often favoured by care workers, and which may lead them into self-employment. Such

systems introduce an employer-employee relationship into the care situation, with both

desirable and undesirable effects for both the care recipient and the care worker, especially

if a family member becomes the employed care worker. Furthermore, cash benefits may

increase the entry of non-qualified workers in home-care settings, as it is up to the

beneficiary to choose and employ workers.

The impact of cash benefits on LTC labour markets is mixed. Unregulated cash

benefits led to high use of irregular workers in a number of countries (Fujisawa and

Colombo, 2009), in some cases introducing competition between those acting on the black

labour market and the formal LTC workforce, such as in Germany.9 The unregulated

Austrian and Italian cash-benefit schemes led to high demands for cheap labour, and to

competition with contracted care workers.

Some cash benefits are explicitly aimed at supporting family carers. The Spanish

system provides cash benefits when no public services are nearby; and the Korean LTC

insurance provides a cash benefit when it is impossible to use formal LTC services, for

instance due to natural disasters or related reasons, and when individuals are unsuitable

for admission in an institution. In the Netherlands, the budget is lower than the

comparable in-kind benefits as the expected co-payments are taken into account in

advance. Eligible people are free to hire the services they want and feel is best-equipped to

deal with their particular need. Budget holders are, however, required to declare their

expenditures. Unspent budget has to be returned, and in case of fraud, people may be

restricted from further use of the budget option. In general, people do not spend their full

budget while being satisfied with service delivery.

While Germany seems to manage to save money in its LTC scheme due to lower cash

benefits and, in the Netherlands, supervision of expenditure takes place, Doty et al. (2010)

report higher costs for pilot cash and counselling (C&C) programmes in the United States,

as compared to “traditional” programmes. The C&C programmes are consumer directed

LTC programmes, giving the care recipient not only “employer authority” but also “budget

authority”. The higher per-user costs can be explained by the fact that the care recipients

using C&C benefits were successful in hiring alternative care workers, where “traditional”

providers suffered from recruitment and retention problems. In Arkansas, those in the

comparison group received only two thirds of their eligible services, especially in rural

areas. The popularity of C&C led, in three years, to major savings on nursing home care,

because, even though individual costs were higher than expected, overheads fell to a third

of their previous level.

As LTC recipients become employers, other recruitment patterns appear with

consequences for required qualifications and quality. Nies and Leichsenring (2010), for

continental Europe, Glendinning et al. (2008) and Glendinning (2009) for the United Kingdom,

and Galantowitz et al. (2010) for the United States, point to quality-control issues in

cash-benefit systems. When family members are hired, the relationship may change into

a business agreement, with many hired family workers feeling compelled to work more

hours than contracted. This may lead to more stress than previously. Some programmes

require users to hire from registered agencies only – or provide other guarantees. The
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Dutch Health Care Inspectorate, for instance, recently raised questions about the way

personal budgets are currently organised in the Netherlands, and the consequences for

vulnerable older people (Mot, 2010). Doty et al. (2010) report that overcoming resistance

against the empowerment of care recipients from within the system especially by focusing

on quality, is important for the success of such programmes. However, others argue that

quality in such schemes is guaranteed because care recipients are in the position to hire

and fire assistants, which empowers them to such an extent that regulation is then to be

considered as paternalistic (Arksey and Kemp, 2008).

5.6. Conclusions
This chapter analysed the size, composition of and some of the complex features of

LTC workforces across the OECD. The size of the LTC workforce is increasing along with the

share of the population aged over 80 years. The majority of the LTC workers are employed

in institutional care, usually with part-time contracts – even though most care recipients

receive care at home. A large proportion of the LTC workers are female and middle aged.

Although minimum qualification requirements exist in most OECD countries,

variations can be observed in qualification mixes and ratios. Particularly for lower-level

care workers, required entry-level qualifications vary widely across the OECD. Wages are

generally low, in some cases lacking annual increases or job-related benefits. Even though

workers find their job meaningful, they regard it as demanding. This can lead to early

retirement and work-related accidents.

Vacancies and turnover rates can be high. Many OECD countries employ external

workers, for instance through a job agency. Migrant workers – usually middle-aged

women – play a significant role in LTC in some countries. Many are employed as lower-level

care workers, but may have more qualifications than native-born care workers. Their

working conditions can, however, be harder than those of non-migrant care workers, while

their earnings is in many instances lower than for non foreign-born workers. In some OECD

countries, illegal migrants participate in the LTC workforce.

Future research in this field is needed, in order to address potential data limitations

and to encourage countries to collect reliable information.

Notes

1. Additional Dutch data – using broader workforce indicators – show a further differentiation between
subsectors: 5.3 users per FTE in home care; 1.7 users per FTE in residential care homes; and 0.6 users
per FTE in nursing homes (Source: Eggink et al., 2010; 2005 data).

2. http://stats.oecd.org/Index.aspx?DatasetCode=FTPTC_I.

3. http://stats.oecd.org/Index.aspx?DatasetCode=ANHRS.

4. Responsibilities, qualifications and competences of LTC workers vary widely, due to differentiation
between categories of lower-level workers, while differentiations between “registered” and
“licenced” nurses exist, with the latter being lower-grade nurses than the former.

5. Licensed practical nurse: A graduate of a school of practical nursing whose qualifications have
been examined by a state board of nursing and who has been legally authorised to practise as a
licensed practical or vocational nurse (LPN or LVN), under supervision of a physician or registered
nurse. Registered nurse: A graduate nurse who has been legally authorised (registered) to practise
after examination by a state board of nurse examiners or similar regulatory authority, and who is
legally entitled to use the designation RN. Source: http://medical-dictionary.thefreedictionary.com.

6. According to feminist critiques, perceptions about gender roles also play a role in wages for care
workers (Browne and Braun, 2008; Charlesworth and Marshall, 2010).
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7. Annual replacement rate of workers. A turnover of 75% implies that three out of four workers need
to be replaced on an annual basis.

8. EU15: The European Union of 15 Member States, before 1 April 2004. EU27: The European Union
after 2007, when in total 12 new states had joined.

9. In Germany, with an estimated gross cost of EUR 1 200 per month for 24 hours/7 days care, hiring
three family care workers becomes cheaper than one arrangement respecting labour law
(EUR 4 000). Expenditure by the care recipient is not supervised, although regular checks exist to
assess the care recipients’ situation.
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Chapter 6 

How to Prepare 
for the Future Long-term 

Care Workforce?

Although the effects of the economic crisis may mitigate shortages of LTC workers
in the near future, an integrated approach is required to prepare for the LTC
workforce in the longer term. Measures can be targeted at education, recruitment
and retention, as well as at job content, productivity and quality. These can cover
subsectors (home care, day care, residential care) but could also take the form of
integrated sector approaches. Furthermore, for different categories of workers
(nurses, lower-level workers), specific policies may be required, as for nurses an LTC
career often is not a natural choice, while for lower-level workers LTC jobs are often
not perceived as a “profession” but as “dead end job”, with few options for
progressing other than finding a job elsewhere. This can lead to high turnover and
limited job retention, with subsequent high cost for employers, public finances,
those in need of care and their families. Potential measures look at valuing LTC work
and the workforce and may require substantial change in the organisation and
management of care. Moreover, while in some countries foreign-born workers will
represent sizable shares of the LTC workforce, there may be questions about the
sustainability of such an approach. This chapter explores policies to improve
inflows, retention, and productivity of LTC workers.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The use of such
data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements in the West
Bank under the terms of international law.
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6.1. The future challenge for the long-term care workforce
The after-effects of the economic crisis are impacting on health and long-term care

systems in complex ways. On the supply side, funding levels for health and long-term care

services may face pressure (Marin et al., 2009). Demand may increase due to deterioration of

health status (SPC, 2009) or as a consequence of unemployment, which may deteriorate

people’s financial capacities and thus may lead to increased demand on public systems

(Cangiano et al., 2009b). The crisis after-effects may also affect LTC labour markets. For

instance, turnover of LTC workers may be mitigated as people seeking employment may be

more inclined to enter the sector. LTC workers may stay longer and retire later than expected.

Vacancy rates dropped in the LTC sector in the United Kingdom, the Netherlands and

Japan (Eborall et al., 2010; Eggink et al., 2010; Cangiano et al., 2009a, 2009b; Hotta, 2010a).

Indeed, there are signs that LTC could be acting as a safe haven: in the United States,

retention of certified nursing aids is higher in areas with high unemployment (Wiener et al.,

2009). At the same time, strained public finances can affect the available training

opportunities negatively (European Commission, 2010), for instance for nurses (OECD/WHO,

2010), hereby increasing gaps in the availability of global nursing services. The main

challenge, however, is for the longer term. While the LTC workforce is currently a relatively

small share of the total workforce, its size is set to grow. The challenge will therefore be to

develop a sustainable quality LTC workforce that can meet growing demand.

The following section discusses countries’ efforts to improve recruitment and

retention. The next two sections describe these issues in more detail. Section 6.5 touches

upon productivity. Section 6.6 provides final remarks.

6.2. Improving recruitment and retention: Overview of national policies
Many OECD countries already experience or expect recruitment and retention

problems in the LTC sector, and most have developed and implemented measures to

improve recruitment and retention in the sector (Table 6.1). These widespread problems

signal a major overall problem of the LTC sector: its strong relationship with a context

of deterioration of human daily capabilities. Moreover, they signal the struggling of

OECD countries with the consequences of ageing societies.

Some OECD countries have workforce planning initiatives, such as Canada, Germany,

the Netherlands, New Zealand, the United Kingdom and the United States (McHale, 2009;

Afentakis and Maier, 2010; Zorginnovatieplatform, 2009; SPC, 2009; Badkar, 2009; Cangiano,

2009 and 2009b; IOM, 2008). Most countries report measures to stimulate entry into LTC

through traineeships (United Kingdom), additional job creation (Austria created 2 000 extra

jobs; and Norway funded 10 000 new full-time equivalent workers), additional public

funding for training (Australia, Belgium), the development of a standardised training

course (New Zealand) or new curricula (United States). Ireland and England aim to recruit

more LTC workers by offering the option of entering without qualifications under the

requirement that relevant qualifications will be gained during employment. New Zealand
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ther 
ntion 
sures

√

√

√

√

√

ngland
has developed public-private partnerships, where employers provide mentoring,

on-the-job training and help job seekers to obtain a certificate. Some countries offer

financial incentives to re-recruit workers (Australia), while other countries specifically aim

efforts at specific target groups, such as young people, those re-entering the labour market

and under-represented groups or alternative labour pools (Germany, the Netherlands,

United Kingdom, United States). Japan has implemented various policies to attract and

retain LTC workers (Box 6.1).

Table 6.1. Workforce policies to increase the supply of LTC services

Recruitment 
measures

Public 
funded 
training

Wages 
and benefits 

increases

Improvements 
in working 
conditions

Raising 
status/job 

profile

Management 
improvement

Career 
creation

Workforce 
certification

Workforce 
planning

O
rete
mea

Australia √ √ √

Austria √ √

Belgium √ √ √ √

Canada √ √

Czech Republic √ √

Finland √ √

France √ √ √ √ √ √ √

Germany √ √ √ √ √ √ √

Ireland √ √

Japan √ √ √ √ √

Korea √ √ √ √ √

Mexico

Netherlands √ √ √

New Zealand √ √ √ √

Norway √ √ √ √ √ √ √ √

Slovak Republic √

Slovenia √

Switzerland √ √ √

United Kingdom √ √ √ √ √ √ √

United States √ √ √ √ √ √ √

Note: Canada and Switzerland report regional initiatives, Sweden and Finland report local initiatives; United Kingdom refers to E
Working to Put People First (Department of Health, 2009).
Source: OECD 2009-10 Questionnaire on Long-term Care Workforce and Financing, and additional documentation.

Box 6.1. LTC workforce policy reforms in Japan

Labour market conditions in Japan changed after 2002 resulting in a tighter labour
market, making it necessary to implement better policies in order to retain or attract
workers. Fee levels are set centrally and are revised every three years. The 2009 revision
enabled many employers to increase wages by around JPY 9 000 per month (EUR 79.6 per
month). At the same time, a fund was set up to assist providers in offering higher salaries.
The fund was set at the prefecture level and providers submitted applications to obtain the
financial aid. This is expected to raise wages by 15 000 yen per month (EUR 132.6 per
month). Moreover, providers receive an extra fee if they have a higher number of certified
care workers or, since 2009, if they employ more than three care managers.

The fund is not limited to wage subsidies, but is a part of an overall package to improve
working conditions in LTC. For example, providers receive subsidies for introducing LTC
equipment, such as lifts, that promote welfare and reduce the burden of care workers.
Another tool to improve working conditions is the Labour Stability Centre. This is a private
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Some countries report measures related to wages and benefits, and a fewer focus on

working conditions. Among other things, Japan, aims at improving the working conditions

in long-term care by enhancing employer compliance to labour law. Where federal

structures exist, such as in Canada and the United States, the options available to the

federal government to influence recruitment and retention of LTC workers can be limited.

Jurisdictions may not have specific powers over employers to improve working conditions.

In the United States, the federal government provides financial aid to the states so as to

increase wages.

Eight OECD countries report measures related to continued education and training, for

instance, for enrolled nurses to up-grade to registered nurses (Australia), or the requirement

for all LTC workers to acquire specific targeted skills, such as gerontological skills (Finland).

The United States supports specific training on dementia and abuse prevention. Only a few

countries invest in measures aimed at career building, for instance by means of scholarships

(Australia), or modular educational pathways (Austria). More countries aim at improving the

quality and job status in long-term care, either by developing national profiles (Austria) or

curricula (Germany), by professionalising the sector (France), or by ensuring more

trustworthy care by requiring workers to be certified (Korea). In Germany, in particular, the

federal government pays for the whole three years of further LTC education. The

United States, the United Kingdom and some other OECD countries are working towards

accreditation schemes and public registers of LTC workers. England, for instance, is

preparing a voluntary register for home-care workers (Department of Health, 2009). In other

European countries, this is still far-fetched (European Foundation for the Improvement of

Living and Working Conditions, 2006, p. 43). Some Italian regions have taken the initiative to

register foreign-born care workers (Di Santo and Ceruzzi, 2010). The United States is also

taking steps to require criminal background checks.

Box 6.1. LTC workforce policy reforms in Japan (cont.)

certified institution, which provides advice on working conditions after on-site visits.
Evidence from evaluations so far is promising, showing a 10% decrease in turnover,
observed in the facilities that followed the advice.

Training is another important element for attracting and retaining LTC workers. While
there is renewed emphasis on training and career plans, each institution has managerial
freedom to set up their own training programmes.

At the governmental level, there are various subsidies available to attract young people
in the LTC sector. Such subsidies include training for job leavers or for those who are
currently working in other sectors. LTC training is free for job seekers and it is organised
through the Public Employment Services (“Hello Work”). It includes commissioned training
at specialised private institutions or training schools. Even though LTC trainees constitute
around 10% of total trainees, their employment in the LTC sector is quite high. The
government also subsidises the cost of hiring replacements, when staff is sent to training.

In addition, training subsidies are granted as part of an increasing capacity-building
initiative for care workers. Such subsidies help set up career plans, develop know-how on
training for institutions and practical courses. LTC capacity-building advisors and career
consultants located at 47 branches of Care Work Foundation (CWF) nationwide provide
consulting and support services by visiting homes or institutions, telephoning and e-mailing.

Source: OECD 2009-10 Questionnaire on Long-term Care Workforce and Financing.
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Some countries devote efforts to leadership and management improvement or

restructure care provision. England is undertaking efforts to remodel the workforce. The

Netherlands aims at innovating care processes and stimulates regional co-operation between

employers and educators. France aims to modernise services, especially at home. Germany

has not only introduced national educational requirements for elderly care nurses, but also,

in 2008, a new job category in nursing homes, especially targeted at social and IADL types of

work. Workforce prognoses have become important instruments for many countries.

6.3. Ensuring an adequate inflow of long-term care workers
Ensuring adequate inflow requires a continuous effort to secure an enough and

adequately trained LTC workforce. This implies both a better use of available recruitment

pools of human resources, as well as seeking new recruitment pools.

Using the available workforce pools better

Young people are a natural source for LTC jobs, but competition for youngsters will get

fiercer as the share of youngsters in the population is below replacement level in many

countries. While new training programmes could be set up to better attract young people to the

sector, such programmes are more successful if they provide a realistic image of the sector, for

instance by means of internships or a preview when applying. As young people are among the

most likely to leave an LTC job early, measures to prevent young workers to quickly depart, for

instance by providing career opportunities, are crucial (Hotta, 2010 a). So far, however, there is

little evidence of successful efforts to improve entry of young people in vocational education

and training for the sector, and subsequent successful bridging of education and enduring LTC

employment. Norway has recently adopted initiatives in this direction.

The second major source – especially for lower-level LTC workers – is women

re-entering the labour market. Older women are an important segment of the LTC

workforce. In the United States, for instance, older workers appear to be evalued by

employers. In Germany, older LTC workers seem to have high job satisfaction (BGW, 2007).

Targeted approaches may be able to better reach these women. In the United States, tax

benefits aim at providing older LTC workers with greater access to education and training,

while, for lower-income older adults, additional federal funding is available for training

and employment.

As for nurses, current nursing education curricula often give little attention to

management of chronic and long-term conditions, or geriatric issues (IOM, 2008), while

there are often wage and career differences with the acute-care sector. Without specific

LTC knowledge, experience or other incentives, nurses are less likely to see LTC as a sector

of interest. Initial education, for instance by conditional loan forgiveness, scholarships and

internships, could stimulate nurses to work in the LTC sector, as suggested for the United

States (AAHSA and IFAS, 2007). Specific public funding streams could be allocated to

employers or to the care workers interested in further qualifying into a nursing profession.

Such schemes can be found in Australia.

Similar to delegation to nurses of tasks normally performed by doctors (Buchan and

Calman, 2008; Delamaire and Lafortune, 2010), delegation of nursing tasks to lower-level

workers could be fruitful to address shortages of nursing staff in LTC. A pilot in the

Netherlands, in which lower-level care workers in nursing homes could work more

independently with patients with both dementia and depression, based on developed
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nursing guidelines, proved positive for both the safety and quality of life of patients, as well

as for work satisfaction of the staff (Verkaik et al., 2010b). In the United States, several

projects aim to achieve such delegation. For instance, in the Nurse Delegation Pilot Program

in New Jersey, voluntarily participating registered nurses formally delegate tasks concerning

medication for patients to Certified Nurse Assistants (CNAs). As often nursing aids are

insufficiently trained in this field (IGZ, 2010), the New Jersey nurses association developed

guidelines to decide in which cases delegation would be possible and how. The volunteering

registered nurse instructs and supervises the lower-level care worker.

One often-used method to improve recruitment is through media campaigns.

Fujisawa and Colombo (2009) report mixed results. Experiences in the United States

suggest that such campaigns might lead to “the wrong people at the door” (Box 6.4).

England developed a national social-care contest among workers, with media attention for

the winner, hoping to improve attractiveness of the sector. Consequences for sector image,

attractiveness and possibly higher recruitment rates are unknown as yet.

New employment pools

The largest potential recruitment pool consists of men. In 2005, Germany introduced a

new policy (Neue Wege für Jungs, New Avenues for Guys), offering young men, amongst

others, the opportunity to participate in caring work for elderly or children.1 While 70% of

the participating young men surveyed were positive about “atypical” professions (amongst

which child and elderly care), the available data suggest that numbers may be low relative

to forecasted need.

Several countries have programmes to lead the unemployed to the LTC sector. The

United Kingdom, for instance, targets young people who have been unemployed for more

than a year, while in Japan “Hello Work” employment agencies seek to recruit unemployed

people to the LTC sector by providing vocational counselling, employment placement

opportunities, seminars on work in the long-term care sector, and guided tours of social

welfare facilities. Such schemes typically focus on lower-level care work (see for example,

Box 6.2 on Finland).

Box 6.2. Work reactivation and elderly care in Helsinki (Finland)

Orienting unemployed people to LTC work is not an easy task. In Helsinki, long-term
unemployed people are encouraged to re-ender the workforce by helping elderly people
living at home with their household management and errands. The unemployed are
offered the option, supported in taking responsibility for their process, and enticed to work
in the caring industry. Work trainers, together with home-care workers, provide guidance.
The city activated 60 to 70 long-term unemployed people at a time at the cost of the
salaries of seven work trainers (a total of EUR 20 000 per month). Approximately 40% of the
home-care support groups moved on to paid work or to study for an occupation. The
project aided 14 000 elderly with IADL services as well as with escorts to medical services
and outdoor activities. The city saved EUR 300 000 a year, even with those involved
received an additional EUR 8 per day. Interviews suggest that the workers required less
social and health services and that their mental well being, way of life, and readiness to
return to work improved.

Source: OECD 2009-10 Questionnaire on Long-term Care Workforce and Financing.
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Other programmes aim to recruit people who may not consider entry into the LTC

sector. England, for example, focuses on underrepresented groups. The Netherlands

experiences a strong underrepresentation of people from a Turkish and Moroccan

background, both in vocational care education and in the LTC workforce. The government

also intends to enable more care provision by workers from this background, especially for

people from the same ethnic groups (Ministerie van VWS, 2008). Some countries also invest

in efforts to re-recruit workers that left the LTC workforce, for example Australia (for

nurses), Ireland and Germany.

A relatively new option consists of family members that are hired through

cash-benefit programmes. There is some evidence that family members and friends who

successfully cared for a loved one as a paid caregiver, can be attracted to the “regular”

workforce, although in many other cases, their caring position did not last beyond this

one-off process. Family members, who in some cases can be hired and compensated

through cash-for-care benefits, offer a partly “hidden” supply that could lead to additional

inflow in the “regular” LTC workforce.

Generally speaking, the success of activation programmes and target group-based

recruitment in the LTC workforce is not always positive. Many of the targeted people actually

use LTC as a first step towards further employment. Long-term evaluations often are lacking

and may not focus on their effects for LTC job tenure, but on employment in general.

Foreign-born workers

In several OECD countries, demand for foreign-born LTC workers keeps growing.

Between 2008 and 2009, over half of the 6% increase in institutional care employment in

the European Union – the third fastest growing sector in numbers of workers – was

accounted for by foreign-born workers. In the United States, the fourth largest growth in

foreign-born workers can be seen in social assistance (18.2%) (OECD, 2010a, pp. 112-113).

Such data suggest that foreign-born LTC workers are likely to continue to play a substantial

and possibly increasing role (Cangiano et al., 2009b; McHale, 2009, for Canada).

Many OECD countries have a history of and act as immigration countries. Some of

these are targeting LTC workers, for example specific programmes exist in Canada and

Israel. Broader LTC migration initiatives and ex post regularisation programmes have been

implemented in other countries (Box 6.3). However, given the importance, and expected

growth in the migrant care phenomenon, the lack of reference to long-term care in

migration programmes of many OECD countries is conspicuous.

While foreign-born care workers in LTC can be a short-term mechanism to address

care needs, in some countries they form a structural component of the LTC workforce.

However, as options for legal entry for lower-skilled jobs are limited in countries such as

the United States, Italy and Spain, the irregular inflow exceeds the regular inflow by far

(OECD, 2009, p. 125). In 2009, estimates of the share of irregular migrants in OECD countries

ranged from 0.17% in Japan to 3.94% in the United States, with irregular migrants shaping

between 3.7% (Austria) and 63.5% (United States) of all foreign residents (OECD, 2009). For

Canada, it was estimated that about 60 000 migrants were in the country illegally, most of

which refugees (Bourgeault et al., 2009). Unregulated/illegal care workers can undermine a

country’s stability and social systems.
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Box 6.3. Immigration policies related to LTC workers 
in selected OECD countries

The Canadian Live-In Caregiver Programme (LCP) enables immigrants to obtain
permanent residence after two years of full-time work as “live-in carers”. The programme
is employer driven, meaning that employers must first offer a job. The arrangement
requires the carer to remain with the same employer for two years. There are no formal
caps, but the number of LCP work permits issued is determined by the processing capacity
of visa offices.

Applicants for the LCP must have an education level equivalent to Canadian grade 12, six
months caregiving training or experience, and sufficient English or French language
proficiency to provide care in an unsupervised setting. After completing two years of
live-in caregiving work, within 3 years of arrival, care workers can apply for permanent
residence, which will then require them and their dependent family members (spouse and
children) to pass medical, criminal and security examinations. When permitted
permanent residence, they can work in any occupation (OECD Questionnaire on Long-term
Care Workforce and Financing, 2009; Bourgeault et al., 2009).

In 2008, approximately 13 000 foreign nationals entered Canada on LCP work permits.
Most participants are women from developing countries, such as the Philippines (83%).
The programme is being further developed, introducing more thorough checks on
employers by 2011, as well as, in 2010, assisting the live-in carers to better meet the
requirements for permanent residence, as working overtime can speed up the application
process, while the application period can also be extended, for instance in the case of
illness (Citizenship and Immigration Canada, 2010).

Long-term care is the main route through which foreign workers enter Israel. In 2009,
the 54 500 migrant workers in the care sector represented about half of total employment
in the sector and almost all provide live-in care. Since 1988, an LTC benefit has provided
subsidies, enabling elderly people to employ migrant care workers. Although no quotas are
imposed, eligibility criteria exist for both migrant candidates (e.g. language skills) and
employers (e.g. ADL score, medical records). The criteria for issuing permits to employ
foreign caregivers are expected to be restricted, limiting eligibility to individuals who
require 24 hours home care (OECD, 2010b; Kemp, 2010).

Migrant caregivers can work in Israel for a maximum of 63 months, but have no option
of permanent residence afterwards. The visa may, however, be extended if the caregiver
has been working with the same employer for at least one year, and if the employer is
dependent on home care. At the same time, migrant carers are not allowed to change
employers (Israel Government Portal). Foreign-born care workers must be registered with
licensed recruitment agencies, which place them directly with a patient (OECD, 2010b).
New legislation requires recruitment agencies to find new jobs for unemployed foreign
caregivers, in order to minimise fee-bringing international recruitment. However, this is
not enforced, leading to new inflows while other foreign-born workers are unemployed.

If the subsidy pays for part of the care, the worker is jointly employed by the agency and
the recipient, in which case care receivers are to pay social contributions to the NII, but they
do not have to provide workers with pay slips. More than half of the foreign care workers,
however, are employed directly by the receiver without NII subsidy (OECD, 2010b). In Canada,
again, the Temporary Foreign Worker Programme allows employers to hire migrant workers
on a temporary basis, when Canadians or permanent residents are not readily available.
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Beside ex post regularisation initiatives, some countries have developed policies to

reduce uncontracted, black labour in LTC. Germany issued special working permits for

domestic workers, Haushaltshilfen,2 entering from countries that entered the European

Union in or after 2004 (van Hooren, 2008). France developed tax deductions and lighter

administrative regimes for those hiring LTC workers formally. Germany, too, introduced a

tax benefit, which can save up to 20% of the costs of legally hired care. In 2007, Austria

developed a framework to regularise previously illegal care workers, enabling a legal

provision for round-the-clock work at home and, per 2008, pardoned those having hired

undeclared migrant carers if they registered those workers with the social insurance

institutions. Such measures may or may not be accompanied by awareness raising

campaigns about the risks and punishment of those employing black labour (Switzerland).

OECD (2009) has developed guidelines for labour immigration policies. They can apply

to foreigners working in LTC. The main steps are listed below.

Identify unmet labour needs. Provide work permits in numbers commensurate with the 
extent of labour needs

Only a few countries, such as Australia, the United Kingdom and Canada, have

immigration programmes that can apply to long-term care workers (Box 6.3). Germany’s

bilateral agreements with Croatia do not include care migrants. Quotas can control inflow

but require enforcement. Quotas are considered necessary to adjust available supply to

limited employment options in the receiving country. In Israel, 10% of the labour force

consists of foreign-born temporary workers, most of which are care workers. While in

Box 6.3. Immigration policies related to LTC workers 
in selected OECD countries (cont.)

Other examples

In some other OECD countries immigration policies that can apply to LTC workers exist.
In Italy, LTC workforce immigration has been supported through ex post legalisations of
foreign workers (Box 5.3) (Lamura, 2010). In the United Kingdom, LTC caregiving is an
occupation with recognised shortages, under Tier 2. This means that applicants are
provided easier access and the job is not subject to a resident labour market test,
facilitating foreign carers’ entry in the country. Entry, however, has been recently limited
(OECD Questionnaire on Long-term Care Workforce and Financing, 2009). In France, care
workers (aide-soignants) are on a shortage list for EU citizens, and house workers are on a
shortage list targeted at the Senegalese population (Immigration Professionnelle, 2008).
Housework may refer to ADL caregiving for the elderly, too. The Spanish shortage list of
professions included caregivers up until 2008 (Fujisawa and Colombo, 2009). Persons with
the skills and experience required to work as a LTC worker may be able to migrate to
Australia through General Skilled Migration (GSM) and employer nominated visa
programmes such as the Employer Nomination Scheme (ENS) and Regional Sponsored
Migration Scheme (RSMS). Furthermore, through the Family Stream, an individual can
obtain a visa to care for a relative who has a medical condition (OECD Questionnaire on
Long-term Care Workforce and Financing, 2009). Finally, Japanese bilateral agreements
with Indonesia, Vietnam and the Philippines allow immigration of a limited number of
care workers in the country. However, the requirements to pass language tests and
Japanese national qualifications reduces inflow, even though qualified LTC workers can
stay in the country indefinitely (Fujisawa and Colombo, 2009; Cortez, 2009).
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early 2009 a registry of unemployed foreign-care workers was installed to prevent new

entries when unemployment among foreign-born workers became too high, the register

has been set on hold because agencies continue to recruit from abroad (OECD, 2010b).

Develop means for matching migrant workers to jobs, either overseas or in the country

For care workers, a job offer often is a prerequisite to enter the country. Intermediary

agencies can support such processes. However, in most countries, there are few or no

certified intermediaries. Special job-search visas could enable legal employment, and thus

redirect employment practices. When a job is found, a residence permit and work permit

could be provided.

Work towards efficient permit processing and delivery procedures

As the example of Italy showed (Box 5.2), getting a visa may be hampered by formal

requirements, while the need to match demand and supply may require speed. Thus,

especially in the case of privately hired care workers, adaptations of the process may be

desirable.

Develop means for employers to verify the status of potential employees

Specifically for home care – or live-in care work – it may be difficult for both the

prospective employer and the potential worker to decide whether the other person is

trustworthy. The efforts in some Italian regions (Di Santo and Ceruzzi, 2010) to develop

registers of home assistants are a means to achieve this, if only from the employer side.

Effective border control and workplace enforcement procedures

While border control is a logical link in the process, in the European Union this may be

difficult to achieve, due to its internal open borders. Workplace enforcement may furthermore

be difficult in the case of live-in long-term care. The 2011 changes in the Canadian Live-in

Carer Programme suggest, however, new options to protect the care workers by means of more

ex ante employer checks. Another example of how to deal with this issue can be seen in France

where the receipt of targeted subsidies requires reporting on employment status. Another

method is to combine inspections with major fines. In the context of those in need and

receiving a cash benefit, it could be envisaged withdrawal of the cash benefit, such as can

happen in the Netherlands in case of fraud with the personal budgets.

While recruitment may sometimes be easy, hurdles with retention may be as important

an issue as for native-born workers. For instance, while Martin et al. (2009) report

foreign-born nurses in the United States starting their own care agency to provide services

for frail elderly from their own cultural background, and while some of the participants in

the Canadian Live-In Carer Programme seek work in LTC after fulfilling the requirements of

the programme (Bourgeault et al., 2009, p. 63), Chaloff (2008) states that “many immigrants

working in the private care sector are not interested in investing in a care career”.

Finally, there are some concerns regarding the impact on quality of care. Language and

cultural differences can affect the quality of care due to higher error rates associated with

barriers in communication, lack of familiarity with equipment, medicines or practices

(Dussault et al., 2009, p. 25). There are also some concerns about short job tenures of many

migrant LTC workers who are only looking for temporary jobs.
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6.4. Improving retention: Valuing work, building careers
A major challenge for the sector is to better value LTC work and the LTC workforce. This

may require a mix of general as well as sector-specific measures. For instance, Japan aims to

boost LTC workers’ compliance with general labour law as a means to improve working

conditions in the sector. More specific, sector-based approaches will, however be required, too.

Recruitment and initial training costs associated with high turnover can be saved by

improving job quality and workplace conditions, thereby improving retention and the sector

image (Seavey, 2004). However, initial investment cost can be high and there is often limited

evidence to assess the cost-effectiveness of alternative interventions. In addition, the costs

of increasing retention in LTC may be borne by some stakeholders, while benefits may go to

other parties. For instance, improved LTC nurses’ retention in the United States’ may imply

higher wages for Medicaid, while savings – reduced hospital stays and re-hospitalisation –

accrue to the Medicare programme. Still, measures to improve retention can have a good

return on investment, such as lower turnover, higher job satisfaction and better quality of

care, as reported for example in Japan (Onodera et al., 2006).

Enabling LTC workers to work more hours

If LTC workers worked more hours per week and for longer periods in their working

carriers, this could reduce recruitment needs. For instance, one estimate from the

Netherlands suggests that these measures would attenuate the need for new workers by

125 000 FTE LTC workers by 2025 (Zorginnovatieplatform, 2009). A substantial number of LTC

workers have more than one job or work part-time, suggesting that they could work more

hours in LTC than they do now. Although not specific to LTC jobs, 16% of part-time working

women across the OECD signals a willingness to work more hours.3 Stimulating LTC workers

to stay in the sector and delay retirement could also reduce recruitment needs.

Competitive wages and benefits matter, but are not the magic bullet

Increasing wage levels can reduce turnover (Smith and Baughman, 2007; Ministry of

Health/University of Auckland; Hotta, 2010a and 2010b). Belgium, Luxembourg, the Slovak

Republic, the Czech Republic, France and New Zealand have recently implemented wage

increases. New Zealand reports higher wage increases in home care than in residential care.

Slovenia plans further wage increases for in 2011, after a 10-15% wage increase in 2008.

In 2009, Japan increased the long-term care insurance fees by 3%, after a long period of

constant fees, enabling employers to raise workers’ remuneration. Germany, which does not

have a federal minimum wage, implemented a mechanism whereby LTC workers earn at

least the usual regional minimum wage. In the United States, additional federal funding has

recently been directed to states with the purpose of facilitating wage increases.

However, wage increases are not the sole or only solution. In the period 2003-08, while

wage increases in the English social care sector were 4% higher than in other jobs (and

20-30% higher than in other low-paid jobs), turnover remained high (Cangiano et al., 2009b).

Even substantial and structural increases may have short-lived effects in terms of

recruitment and retention if not accompanied by other measures.

One option is to better recognise experience in wage levels. Collective labour

agreements typically differentiate pay scales according to years of experience. In countries

where this occurs, such as Belgium, the Netherlands and Sweden, retention is higher.

One-off financial incentives, such as bonuses, as tried in the United States did not reduce
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turnover, vacancies or increase job satisfaction significantly, as amounts were too small

and taxed. In Canada, non-financial incentives have been tried, like giving nurses 20% of

their time to spend on professional training.

Entitlement to work-related benefits can help job retention and satisfaction. In some

OECD countries (e.g., Denmark, Germany, Belgium, the Netherlands), collective labour

agreements regulate paid sick leave, health insurance, paid travel to and from work, or

between work settings (including travel time, especially in home care), extra pay for

inconvenient hours and rosters, and paid work meetings. In others these conditions

depend on bilateral agreements between employees and employers.

German and Swedish data (BGW, 2007; Swedish Association of Local Authorities and

Regions, 2007) point to high job appreciation and low tendency to leave, where work-related

benefits are provided. Turnover in Sweden is 5%. In the Dutch system, benefit packages for

LTC workers, such as annual wage increases reflecting work experience, extra compensation

for irregular hours and – limited – compensation for travel costs for home-care workers go

together with high loyalty to the sector (van der Velde et al., 2010). In the United States, the

idea of health coverage provided a clear incentive for workers to stay (Box 6.4). However,

recent analyses also showed no significant effect of health insurance coverage on job

retention, while a USD 1 increase in hourly wages could increase job tenure by an additional

2.1 months, just as a pension benefit led to increased retention (Wiener et al., 2009).

Implementing worker centred workforce policies
The high job appreciation by many LTC workers contrasts starkly with high turnover.

According to a study on nurses in Europe, nurses that feel able to provide the care they

think is required are less prone to burnout (Schoot et al., 2003), while good working

conditions improve retention (Hasselhorn et al., 2005). Worker-centred policies increase the

likelihood that workers feel valued in their work and increase worker control over the job.

In the United States, two major demonstration projects showed that a combination of

measures can contribute positively to worker satisfaction and retention, as long as the LTC

worker feel that care work is valued (Box 6.4). Key aspects relate both to a worker’s

situation in the life course as well as to the organisation and communication patterns. An

example from Germany is illustrated in Box 6.5.

Efforts to retain LTC workers, amongst which nurses, could have most impact if applied

at early stages of training and employment and when workers have higher prospect of job

tenure. In the United States (Box 6.4) and in Japan (Hotta, 2010), organisations geared towards

the worker, for instance by means of coaching supervision, enhancing work-related

discussions, and modes of continuous training, succeed in retaining LTC workers longer.

According to a repeated survey among home nurses in California, job tenure was the main

important predictor of intention to stay (Ellenbecker et al., 2009).

Appropriate human-resource management strategies reduce work-related stress

among LTC workers and improve the well-being of LTC recipients. For those working in

Japanese nursing homes, mentoring opportunities at provider levels, and merit-based

remuneration mechanisms had negative associations with their stress levels. Workers

were also less stressed when they had opportunities to learn about provider’s management

principles, care strategies and LTC-system reforms (Hotta, 2010a and 2010b). Evaluating

performance and assignment of responsibilities was associated with a reduction of

care-worker burnout, thereby raising worker confidence (Hotta, 2007; 2010a and 2010b).

Other studies also indicate that establishing staff-appraisal mechanisms, career ladders,
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Box 6.4. Projects to improve LTC workers recruitment and retention 
in the United States

During the early 2000s, the federal Centres for Medicare and Medicaid Services (CMS)
funded ten demonstration projects aimed at improving recruitment and retention of direct
care workers. The “Better Jobs, Better Care” (BJBC) programme, financed by the Robert
Wood Johnson Foundation and Atlantic Philanthropies, aimed to reduce high vacancy and
turnover rates among direct care workers in LTC and to contribute to improved workforce
quality. The total investment was USD 25 million. Evaluations of results showed the
following and, especially, that much of the worth of the initiatives appears to be in
demonstrating to the workers that they are valued.

Effect on:

Turnover Vacancies
Job 

satisfaction
Intention 
to stay

Retention

Health care coverage* Health care coverage critical to retention of workers#

Wages# (fair compensation and benefits, competitive wages) + +

Realistic job previews/targeted recruitment campaigns* – – + +

Increase job satisfaction for workers with long tenure

Realistic job previews* – –

Especially when preview matched job content, done prior to hiring 
and combined with post-hire initiatives. Mass marketing led to inflow 

of unsuitable candidates

Coaching and supportive supervision# + +

Supervisors require targeted training

Peer mentorship* + + –

Probable cause: lack of funding and structure

Worker recognition* – – +

Financial recognition* Rewards were small and temporary especially when a bonus instead 
of wage increases, moreover taxation reduced amounts

Merit recognition* – + + +

Creating a community larger than the agency gave workers a support 
system and a sense of pride and job identity

Training* +

Causes: major participation problems; lack of identification 
of worker needs

Older workers#: Were considered more stable, providing better care than younger workers. They seemed to prefer working
in home-based setting (more supportive tasks than hands on care), while stereotypes about physical capacity did not apply.
Family and friends as pool#: substantial shares of those providing paid care for a family member were interested in further
work in LTC; their motivation to start was often “to make a difference”. Those who continue to provide care after this care
process stressed the aim to “help others” or “affect people’s lives”. Paid family and friend caregivers who did not stay in LTC
tended to earn “more” than as paid care workers).
Supervision#: coaching (instead of command) supervision and showing respect was critical to job satisfaction and worker
retention, suggesting that worker autonomy should be accompanied by good supervision. However, many supervisors felt
ill-prepared for the job. Clear recommendations were shaped for targeted education and training for supervisors.
Job satisfaction#: high job satisfaction was associated with low turnover and positive interactions among staff.
Career#: more than half of the direct care workers wanted to leave the work within three years, of which almost half
wanted to become licensed practical (or registered) nurse.
Quality of care#: greater job commitment of direct care workers was associated with better care for residents.
Retention efforts#: a “retention specialist”(e.g., trained team, with dedicated time and financial and administrative
support) was more favourably perceived by workers in the agency administration.
Initial training#: was often perceived as not enough; it should last longer and focus on hands-on work, communication
skills, and dealing with problem behaviours.
(Employer-based) continuing education#: should be fit to suit all workers’ circumstances and be flexible, address
communication and team work, take place in the context of stable management and require management commitment as
well as clear co-ordination.
Cultural competence#: zero tolerance on racism and train staff in cultural diversity and cultural competence in care,
including non-verbal communication are important and should include communication with residents and family
members. Higher cultural competence is associated with higher job satisfaction.
Sources:  *: Engberg et al. (2009); #: Livingston (2008).
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promoting work-life balance (Suga, 2007) and involving staff in decision-making (Matsui,

2004) reduce stress levels, although the appropriate approaches seem to differ by type of

institutions (Jeong Jang, 2007; Nagami and Kuroda, 2007).

Worker recognition, especially merit recognition (including membership of a

professional organisation or a trade union), proved to be advantageous. Countries with

well-developed social dialogue and a structured approach to the recognition of worker’s

needs, such as the Netherlands, Norway, and Sweden, manage better retention than others

with a limited development of structural dialogue. In the Netherlands, a new concept of

care provision was developed by LTC workers, who started a new type of organisation to

provide better care while giving the care worker recognition (Buurtzorg) (Box 6.6).

Box 6.5. Germany: Initiatives to enhance care work

The New Quality of Work Initiative (abbreviated to INQA in German) is a joint project by the
federal government, the federal states, social insurance institutions, social partners and
businesses. The Initiative’s members aim to promote a new quality of work, stimulate good
working conditions and employee-oriented staffing policies in the service sector, including
health and care. INQA stimulates public debate, organises knowledge transfer, supports
innovative projects and draws media attention to examples of good practice. Together with the
Professional Association of Health and Welfare Services (BGW), INQA organises an annual
contest for the best health and care employer. For the BGW – executor of the statutory accident
health insurance for more than six million policy holders – the primary purpose is the
prevention of occupational accidents, occupational diseases and work-related health hazards.

In 2007, INQA produced a memorandum on healthy nursing, defined as oriented to
prevent overburden, worker oriented, embedded in a healthy-work and co-operation
culture, communication enhancing within the organisation and with those in need and
their families, care-recipient oriented, aimed at developing personal competences, taking
place in a healthy workplace, and flexible.

The Joint Labour Protection Strategy (Gemeinsame Deutschen Arbeitsschutzstrategie, GDA), a
collaboration of federal and state-level stakeholders, also focuses on care, especially to prevent
muscular skeleton problems, psychological stress and improve safety. It has online
self-assessment tools for preventive measures, trains managers to implement risk
assessments and holds regional information meetings to improve the culture of prevention
and health literacy of employees.

Source: OECD 2009-10 Questionnaire on Long-term Care Workforce and Financing.

Box 6.6. More responsibility to the care professional? Buurtzorg Nederland 
in the Netherlands

Buurtzorg Nederland is a care provider organisation offering high-level care and giving as
much responsibility as possible to the carer. According to Buurtzorg Nederland, nationwide
implementation could help save resources while at the same time improving quality. The
concept works with self-responsible teams, without management and minimal support
services, with overhead reduced to an optimal information process through high quality ICT.

Started in 2007, 260 teams were active as of September 2010, consisting of 1 700 workers
with higher vocational education and 1 000 intermediate vocational qualifications. The
number of clients is approaching 35 000. Active interest for the concept exists in Belgium,
Sweden, Switzerland, Japan and the United States.

Source: Information provided by Buurtzorg Nederland.
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Implementing life-course and age-related measures

These policies help workers to better juggle life-specific challenges and work. Such

measures can be included in general labour-market policies, but also be sector specific, due

to the gender composition of the LTC workforce and harsh working circumstances. The

difficulties in combining work with caring for a child or an elderly parent are a barrier for 40%

of women working part-time to work more hours (OECD, 2004). Although older LTC workers

seem to be better valued than younger workers, age-related workforce policies – that is,

policies that take the consequences of one’s age into account – become increasingly

important given the ageing LTC workforce.

Safety at work

A care worker in bad health may not be able to provide the care required and may

endanger the care recipients’ health. Worker-health measures relate to occupational health

and accident prevention. Given the occupational hazards related to LTC, policies to support

LTC workers, such as those described for Germany in Box 6.5, are crucial. Supportive

measures can be taken by having workers use specific tools or equipment, but more

generally, by monitoring the functional, mental and health status of the worker. These

health and safety measures are even more important for workers in home care, but also

more difficult to implement and monitor without intruding into the care recipient

household.

Work organisation and process

Management in long-term care facilities appears to be lacking in quality and

efficiency. This has detrimental effects for both the worker and care recipients. Some OECD

countries are therefore implementing policies to remedy this situation (Table 6.1). In

Sweden, for instance, the government has recently initiated a management and leadership

programme for LTC managers.

Many LTC workers also lack a say in planning and responsibility in care provision, even

if they are those in closest contact with the care recipient. Several options can be

implemented to improve worker voice, amongst which self-steering teams, who plan and

share workload based on the needs of the care recipients. Mentorships and coaching may

stimulate workers – if properly organised – while also acting as means for informal

learning. Work-related measures that have been shown to improve retention of nurses are

also applicable to the LTC workforce. These include overtime strategies, flexible work

arrangements, family care initiatives, leave and compensation, health and well-being,

work environment and safety practices, as well as a supportive organisational culture, and

union and management support. A trust relationship between employer and employee

and good management modalities are a contributor factor to successful retention (Simoens

et al., 2005). Japanese policies to promote stability of the LTC workforce by supporting

improvements of the working environment also seem to require managerial change.

Instead of management working strictly top-down, LTC management could be motivated

to work in different modes, enabling and supporting LTC workers in their professional

roles. However, professional management skills are often lacking in LTC settings.

The English National Social Care Skills Academy, established in 2009, provides evidence

for and options to improve LTC management. The Academy aims to provide training support

to small and medium-sized care providers in particular, in recognition of their limited training

budgets. It also provides training programmes for employers and includes an accreditation
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scheme to encourage consistency in the quality of employer- provided training of care workers.

In 2010, the Skills Academy hosted the finals of the Worldskills UK Caring Competition, in an

effort to raise the profile of social care, where care workers competed in role-playing scenarios

(www.nsasocialcare.co.uk). Germany has a contest for the best care employer. Box 6.6 provides a

recent Dutch example of successful LTC workers’ organisation and practices.

Educating the LTC workforce: Life-long learning and employability

Basic education

Depending on the job level and country, basic training for LTC may be limited

(Chapter 5). This lack of targeted (vocational) training implies that many workers, when

entering the LTC sector, may not be adequately prepared to do their work. However, the

nature of the job, which can be physically, emotionally and psychologically enduring,

requires know-how. Furthermore, technological progress and the use of ICT in the sector

may change the care process. Not being properly prepared to enter the LTC workforce may

therefore imply not being able to respond adequately to the challenges of care provision,

which risk hampering quality of care and retention. For instance, in Japan, training and

improving caregiving skills has been associated with reduction of care-worker burnout and

better co-worker relationships (Hotta, 2007; 2010a and 2010b).

Austria and Germany, together with regional jurisdictions, have national requirements

for care workers. The Austrian agreement on social-care professions, which was enacted into

regional laws early in 2009, aims to implement a wide system of training in social care and to

better integrate medical care professions. To improve job attractiveness, the law creates

flexibility and mobility in the labour market. In the case of Germany this applies to elderly

care nurses (2004). In 2008, Germany created a new job category in nursing home care, that

of IADL assistant. The work is specifically targeted at assisting people suffering from

dementia and related illnesses. The United States, as part of the measures to be

implemented with the health reform, will devote efforts to develop core competences for LTC

workers (Harahan and Stone, 2009).

Continued education and training

Educational innovation can enhance recruitment as well as retention (Dill et al., 2010) but

can also, when not targeted at the care-workers’ wishes, desires or circumstances, actually

lead to increased turnover. Worker education and development is often not part of the strategic

management of LTC organisations, while employees’ individual needs are not sufficiently

taken into account (Sosiaali Ja Terveysministeriö, 2004). Even if they are, worker education tends

to be aimed at adjusting to changes in direct job requirements, than at efforts to stimulate

qualification levels. The low upward mobility in the sector gives some evidence to this notion,

even though the differences in initial qualification requirements between two job levels may

be limited (one extra year of education for a higher job-level, for instance).

Still, several countries among which Australia, France, New Zealand and Switzerland

aim to boost training of the LTC workforce. Germany has recently increased public funding

for the third and last year of training of older workers who want to change career into LTC,

where it previously only paid for the first two. The United States has several initiatives to

assist workers wishing to raise their qualifications. However, it may well be that there is

more targeted – continued – training available in health care than in LTC. Especially

lower-level care workers in home care receive fairly little continued education and training,

as in the Netherlands (Verkaik et al., 2010a).
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Differentiated policies may be required to stimulate educational levels among

different workers’ categories. Other options include flexible worker-based education,

including e-learning. In some countries, the relatively high shares of high – but not

LTC-targeted – qualified workers in the sector, could be a basis for focused training and

education. For instance, Germany and the Netherlands recognise previously gained

competences, enabling those with relevant knowledge, skills and experiences, to skip parts

of the vocational education. Australia aims to rehire and up-skill associate nurses into LTC

and qualifying them as registered nurses. For relatively low-educated workers, additional

efforts and measures may be required to increase participation in training as there are

indications that these workers are less aware of the positive economic returns of

education. For instance, taking away fear of exams and guidance could increase their

successful participation in training (Fouarge et al., 2010). This suggests that the

low-educated LTC workforce may need different modes of continued education than

higher-educated LTC workers.

In some countries LTC work is differentiated depending on complexity of tasks and

responsibilities. As turnover tends to be highest in the lowest-level jobs, these workers can

be stimulated to perform more complex tasks by targeted education. Workers doing these

other tasks can then also be stimulated to be further trained. Constructing such a “ladder

of training” has been tried in the United States and proved to be successful. Such a process

could, ultimately, assist in reducing shortages.

Careers in LTC

As jobs in LTC in most countries are dead-end jobs, building a career implies further

education and training. For this purpose, Austria implemented a modular training system

that allows for flexible use and is geared towards smooth transition between occupations.

France, too, invests in developing career-like options and the United Kingdom invests in

career pathways. As yet, however, there is little known about the results.

Finding the right balance between work requirements and the development of options

for professional and personal growth is a challenge. Task integration may be a mode to

increase job satisfaction and retention by creating more attractive jobs and minimising job

fragmentation (Oschmiansky, 2010). In the United States, the Green House project required

workers to provide more integral care by doing hands-on work – both IADL and ADL

support. This approach led to reduced job fragmentation and increased continuity in the

carer-LTC recipient contacts. The system is cost effective due to reduced turnover, a

reduced need for middle management, even though the – better trained – workers earn

more than Certified Nurse Assistants. Belgian nurses in LTC also provide ADL support.

Nevertheless, improving career-building options in LTC may well require a change in

perspectives. Four blocks to building more professional careers in LTC come into play. First

of all, part-time workers – a very common category of worker in LTC – are not the most

likely candidates to be stimulated by employers to participate in education or

career-building initiatives. Second, a major share of LTC workers is ageing. Ageing workers

are not the most likely candidates to whom employers offer targeted (further qualifying)

education, nor are these workers the most likely to desire such trajectories. Older workers

in adult social care in the United Kingdom are often seen as lacking flexibility and up to

date knowledge (Hussein, 2010). Moreover, there is little evidence of successful career

building in later life. A third issue relates to the fact that women, in many countries, appear

less career-oriented than men and thus less likely to enter into targeted education (and are
HELP WANTED? PROVIDING AND PAYING FOR LONG-TERM CARE © OECD 2011 205



6. HOW TO PREPARE FOR THE FUTURE LONG-TERM CARE WORKFORCE?
less likely to be offered education). Finally, as discussed elsewhere in this chapter, there may

be hindrances for lower-level care workers to participate in educational trajectories as they

may not see themselves as likely candidates to participate or succeed.

6.5. Increasing productivity among LTC workers?
Clear-cut, widely-accepted options to increase productivity in LTC are scarce, as is the

evidence about such options. Only a few countries report approaches to increase LTC

workers’ productivity. Canada reports some tele home-care initiatives having shown a

reduction in hospital admissions, while improving clients’ self-management ability and

enhancing staff satisfaction. The Dutch health-care innovation platform aims to enhance

and stimulate innovation in care, while a “transition programme” aims at better care

co-ordination, using screen-to-screen communication, and monitoring through video and

sensors. The Czech Republic reports the availability of emergency care for elderly living at

home. For other countries, although improving productivity is an important issue, there

are still no or little outcomes to report. Individual country efforts, albeit limited to a few,

suggest that there are possible options for productivity improvements in long-term care,

although uncertainty exists about how this can be achieved.

Increasing the role of technology is often seen as an important option to improve user

friendliness and quality of services, care co-ordination and personalisation of care, as well

as a means to improve worker productivity and communication. A key issue is whether

workers can work smarter. Additional skills and technological tools can help workers

better cope with the demands of their work. Administrative handling can be automated,

making major reductions of overhead possible, while modern tools such as smart phones

can be used especially in home care to reduce the administrative handling and enhance

connectivity between users, their families, and care provider. However, technological

developments can add to work pressures and workload (Evers et al., 2009), while the desire

for slim and flat organisations with little overhead may sometimes be at odds with

supervisory and clinical requirements.

A related issue is whether productivity improvements via technology and work

reorganisation are compatible with quality enhancement goals. In the Netherlands, for

example, productivity developments in elderly care have been associated with quality loss

(Van der Windt et al., 2009). However, this is not necessarily a trade-off. Win-win solutions can

imply smarter use of technology to improve processes and quality of care. For instance, the

implementation of Electronic Medical Records (EMRs) in nursing homes in the New York area

led to time savings and reductions in medical errors, as well as to improved recruitment ability,

lower level of workplace conflict one year following the adoption of EMRs, and increases in

communication levels between employees and supervisors (Lipsky and Avgar, 2009).

Such experiences suggest that LTC may need to undergo some change in modus

operandi, embracing different modes of thinking and unorthodox options. For example,

instead of the nurse going to the patient at home (which takes costly working time), in

some cases the provision of a transport service for the care recipient to go to and from a

nursing station may be cheaper and result in a higher patient/nurse ratio with the same

quality. But change risks being relatively slow. In many countries, LTC is a fragmented

sector, which prevents quick entry and wider implementation of technological and process

innovations. It is also a traditional sector with limited technological or workforce

innovations. In the Netherlands, this line of thinking led to the installation of the “care
HELP WANTED? PROVIDING AND PAYING FOR LONG-TERM CARE © OECD 2011206



6. HOW TO PREPARE FOR THE FUTURE LONG-TERM CARE WORKFORCE?
innovation” platform, aimed at speeding up innovations for better care by stimulating

continuous “social innovation” by providers and investment in labour-saving technology,

especially ICT and home automation (Ministerie van VWS, 2007).

However, technology is no cure for all. For instance, the use of remote monitoring may

not lead to a substitution of labour for dementia-suffering clients and can raises ethical

questions, for instance related to privacy (Depla et al., 2010). Telemonitoring proved not to

improve heart failure outcomes in a large trial study (Sarwat et al., 2010). More generally,

there is a dearth of scientific evidence on the cost-effectiveness of most technologies used

in LTC settings, which often do not undergo randomised clinical trials, particularly in

home-care settings (Rand Health, 2010).

6.6. Conclusions
As in most OECD countries the share of the LTC workforce is still relatively small, there

seems to be growth potential for the sector in these countries. LTC can incorporate a share

of the growing female labour-force participation because it offers flexible and part-time

work, in line with preferences of many women. However, high turnover reflects the

difficulties in retaining workers. Supporting these workers in their endeavours may not

only serve the worker’s goals but also those of the sector as a whole.

There are options to increase the size of the LTC workforce. Indeed, Germany and Japan,

some of the fastest ageing countries in the OECD, managed to quickly expand LTC systems

and LTC workforces. At the same time, an “old” country with a large LTC workforce, the

Netherlands, prepares to meet shortages with a native-born LTC workforce by 2025.

The LTC sector faces a number of challenges linked to its workforce. In a context of

ageing societies and growing demand for care, the LTC sector will compete with other

labour market sectors for scarce manpower. Even though an oversupply of low-skilled

workers is expected in some countries, for instance in Germany, given the increasing

complexity of LTC recipients’ statuses, more skills may be required in LTC. All of this may

imply increased pressures to improve the sector and its attractiveness, while at the same

time its image will be more deeply affected by the increasing prevalence of dementia.

The expected reliance on foreign-born care workers in some OECD countries may have

consequences on the quality of care if measures aimed at workforce development do not

reach foreign-born care workers, especially those who may aim to work in LTC on a

temporary basis with little inclination to invest in an LTC career. Some may lack the language

capabilities required to successfully participate in retention and professionalisation

initiatives, especially if the complexities in LTC work increase.

Supporting care workers in their work and life and valuing them for what they do have

clear and positive relevance for job satisfaction, turnover, and intention to stay. But such

measures, as well as measures to address workforce shortages, are likely to increase the

cost of LTC. This will put public expenditures which is already under increased fiscal

pressure, under even higher strains.

The increasing diversity in modes of employment of the LTC workforce results in

several challenges. One challenge is that in unregulated systems, cash benefits offer clear

incentives for black labour. Another challenge relates to the question of how to integrate

irregular – or black – workers, self-employed workers and family carers that received
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remuneration out of cash-benefit programmes into LTC workforce programmes aimed at

retention, quality enhancement and safety. A further issue relates to the quality of working

conditions for these different groups.

Continued education and (on-the-job) training are widely used to support and retain

care workers, but are primarily aimed at helping workers do their job better and are mostly

not targeted at improving qualification levels or developing career options. On the other

hand, cost, content and time required may all be hindrances for LTC workers to participate,

while fear of exams is also observed. When educational efforts are not associated with better

job prospects, they may have limited impact on participation, including the intent to stay in

the sector, even when training is targeted to workers’ needs and enables them to do their

work better. A clear improvement in many countries could be through accreditation

mechanisms, which can also improve the attractiveness of training. Continued education or

training may serve both the employer’s, and worker’s needs. There is, however, no evidence

about the actual value of accreditation of continued education related to LTC.

Work organisation and culture may require changes in many countries to better comply

with worker’s wishes and needs, while also better adjusting to the needs of the populations

served. While such changes may be burdensome and sometimes difficult to achieve, there

may be significant positive returns on investment in terms of job satisfaction, retention as

well as quality of care.

If the current mode of production remains unchanged, many countries are likely to

face challenges in meeting the future workforce requirements, especially in light of the

reduction in the female “recruitment réservoir”. This implies that recruitment efforts need

to be improved and diversified, and that the current highly labour intensive mode of care

production re-examined via, for example, improved productivity.

Notes

1. www.neue_wege_fuer_jungs.de/Neue_Wege_fuer_Jungs/Das_Projekt (German language only).

2. Many of these household workers can provide care.

3. http://stats.oecd.org/Index.aspx?DatasetCode=INVPT_I. In 2000, this share was 13%.
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Chapter 7 

Public Long-term 
Care Financing Arrangements 

in OECD Countries

With population ageing and reductions in family care, utilisation of formal
long-term care for disabled people is growing in all high-income countries. Higher
demand for formal services is emerging also because of people’s expectations for
high-quality care. These factors are pushing up the cost of formal long-term care
across OECD countries and raise questions about who should pay more prominent
in policy discussions. This chapter offers an overview of public long-term care (LTC)
coverage in OECD countries. For illustrative purposes, countries are clustered into
three main groups, ranging from universal and comprehensive to means-tested
system or systems with a mix. Over time, coverage systems are evolving towards
universal systems or benefits and more user-choice models, with, in many cases,
increased targeting of care benefits to those with the highest care needs.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The use of such
data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements in the West
Bank under the terms of international law.
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7. PUBLIC LONG-TERM CARE FINANCING ARRANGEMENTS IN OECD COUNTRIES
7.1. Collective coverage of long-term care costs is desirable on efficiency 
and access grounds

There are powerful rationales for creating long-term care (LTC) coverage mechanisms

to complement family and volunteering care arrangements. First, the cost of care can be

high and thereby place a significant burden on users, especially those living on low-income

or with high levels of dependency. For example, in the United States, the cost of formal care

averages USD 75 000 per year in a skilled nursing facility and USD 20 per hour for home

health aides (Gleckman, 2010), nearly three times as much the average disposable income

for a person aged 65 years. LTC coverage, especially public systems, provides old-age

support, helping seniors face dependency costs. Second, there are significant uncertainties

for individuals about the need for long-term care, especially the time the need will develop,

as well as its duration and intensity. It is understandable that they will wish to cover this

risk but cost can be high and access reduced when covered by actuarial insurance

mechanisms (Bar, 2010).

Mechanisms for pre-payment (i.e. raising contributions to pay for cost that may arise

in the future) and pooling (i.e. sharing of the risk and of the cost across a broad “pool” of

covered individuals) for LTC costs, such as LTC insurance, allowances and targeted

assistance, provide an answer to high uncertainty and high cost. They pool risk and ensure

protection against potentially catastrophic long-term care cost. They help to protect

disposable income and assets of users, therefore offering a safety net and preventing

care-dependent people from falling into poverty. They also enable access to LTC services by

offering compensation for the cost of such services, thus helping to prevent deteriorating

health and increased dependency and being deprived of necessary care due to lack of

financial resources. By sharing costs across individuals within the pool, they can also

respond to demand for intergenerational equity.

The formal LTC sector is still relatively small in OECD countries (as a share of GDP),

especially when compared to the estimated value of family care and expenditure on health

or pension systems. However, it is a sector in evolution. LTC expenditure – particularly

public LTC spending – has shown a faster upward trend than health care spending.1 The

expected increases in formal LTC use are pushing ahead discussions about how to improve

equity and efficiency in the financing of long-term care. These discussions often concern

public schemes because, in most OECD countries, the risk of dependency is mainly pooled

through publicly financed mechanisms. Private coverage is, for a number of reasons

discussed in Chapter 8, a niche market.

This chapter informs those discussions by offering an overview of public LTC coverage

in OECD countries. The next chapter (Chapter 8) discusses private coverage arrangements,

their possible role as a complement to public LTC systems, as well as the reasons for limited

market development to date. A third chapter (Chapter 9) considers future directions and

useful country experiences to address two main policy challenges in LTC financing:

providing fair and adequate access to care; and controlling cost growth.
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7. PUBLIC LONG-TERM CARE FINANCING ARRANGEMENTS IN OECD COUNTRIES
7.2. Public long-term care coverage for personal care can be clustered 
in three main groups2

While LTC coverage comprises a complex mix of services, benefits, and schemes, it is

still possible to distinguish clusters of countries with similar approaches.3 The taxonomy is

derived looking at variation in support for personal care – that is help with so-called

activities of daily living (ADL) – whether at home or in institutions. This is because ADL

support is the type of care for which more variation in public coverage arrangements exists

across OECD countries. Reference is however made in the following section of this chapter to

how coverage for skilled nursing care, board and lodging cost and other LTC services varies

across the OECD. Where a country has multiple benefits for older and younger disabled, the

description typically refers to the frail elderly. Benefit schemes for young disabled people

may therefore not be properly reflected in this typology. Coverage is often more

comprehensive for young disabled people, relatively to older groups. In France, for example,

disability benefits (Prestation de compensation du handicap) targeted to young people are higher

than those under the dependency allowance (Allocation Personnalisée d’Autonomie) targeted to

older people. Countries with no or very little public LTC coverage are not discussed.

The classification uses two main criteria to distinguish across country types:

● the scope of entitlement to long-term care benefits – whether there is universal4 or

means-tested5 entitlement to public funding; and

● whether LTC coverage is through a single system, or multiple benefits, services and

programmes.

Three broad country clusters can be identified based on these two criteria:

● universal coverage within a single programme;

● mixed systems;

● means-tested safety-net schemes.

It is also possible to distinguish additional sub-groups, depending for example, on:

i) whether the sources of funds are earmarked taxes/contributions or general revenues;

ii) whether the programme is or not part of health systems; and iii) in mixed systems, the

nature of the programmes that constitute the mix.

Each LTC scheme has specific features, such as the target population group (the elderly

only or the whole population), or the type of benefits provided (whether a cash

subsidy/allowance or subsidised in-kind services), as summarised in Table 7.1.

Universal coverage within a single programme

Under this cluster, LTC coverage is provided through a single system, whether separate

from health systems (e.g., Nordic countries, social long-term care insurance), or part of

health coverage (e.g., Belgium). Systems with single universal LTC coverage provide

publicly-funded nursing and personal care to all individuals assessed as eligible due to their

care-dependency status. They may apply primarily to the old population (e.g., Japan, Korea),

or to all people with assessed care-need regardless of the age-group (e.g., the Netherlands,

Germany). Co-payments, user charges or up-front deductibles are required even in universal

coverage systems. They are typically subject to income thresholds, with partial or full

exemption from payments, or social-assistance mechanisms, for the poor, resulting,

effectively, in a comprehensive collective coverage of LTC costs.
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7. PUBLIC LONG-TERM CARE FINANCING ARRANGEMENTS IN OECD COUNTRIES
Three main sub-models can be distinguished: i) tax-based models (e.g., Nordic

countries); ii) public long-term care insurance models (e.g., Germany, Japan, Korea, the

Netherlands, and Luxembourg); iii) personal care and nursing care through the health

system (e.g., Belgium).

Tax-based models

Nordic countries are the most typical example. Norway, Sweden, Denmark and Finland

provide universal, tax-funded long-term care services as an integral component of welfare

and health-care services for the entire population. While the overall responsibility for the

care of elderly and disabled rests with the state, a main feature of these countries is the large

autonomy of local governments (e.g., municipalities, counties, councils) in organising service

provision and in financing care, including the right to levy taxes (Karlsoon and Iversen, 2010).

The state typically contributes to financing by paying non-earmarked subsidies either to

municipalities (e.g., Finland) or to regional authorities (e.g., Denmark), adjusted to the

population structure and need. Public long-term care services are broad and comprehensive,

resulting in a relatively large share of GDP spent on LTC – ranging from 2% in Denmark to

3.6% in Sweden. Beside personal-care support in institutions and at home, they can include

for example help with domestic care (Denmark, Sweden), as well as the provision of

sheltered housing, home adaptations, assisting devises and transport (OECD, 2008; Ministry

of Health and Social Affairs of Sweden, 2007). Out-of-pocket payments for LTC account for

relatively low shares, for example around 4% of revenues in Sweden, and the private

contributions to cost are capped in Sweden and Norway.

Public long-term care insurance model

A second model of universal coverage consists of stand-alone, dedicated social

insurance arrangements for long-term care services. A number of countries, which typically

finance health care via social health insurance, belong to this group (Germany, Japan, Korea,

the Netherlands, and Luxembourg; see Table 7.2). Similar to the Nordic countries’ model,

service coverage is generally comprehensive – not just in reaching the entire population

needing care, but also with respect to the scope of the covered services. As for Nordic

countries, users are required to contribute to the cost of care, with very different level of cost

sharing across country (see Box 7.1). Board and lodging in nursing homes may be partially

covered in some countries, for example in Japan. As a share of GDP, long-term care spending

is above or around the OECD average of 1.5% for this group of countries, apart from Korea

(0.3%) and, at the opposite end of the spectrum, the Netherlands (3.5%).

These countries’ arrangements share three main features. First, there are separate

funding channels for LTC and health insurance, although they follow the same

social-insurance model. Second, participation in the scheme is mandatory for the whole or

a large section (i.e. those aged 40 and over in Japan) of the population. Third, the scheme is

predominantly financed through employment-based, payroll contributions, but senior

people can also be asked to pay contributions (e.g., all those above 40 years old in Japan;

retired people out of their income in Germany) and a share of the cost is funded out of

general taxation in most countries. There are some differences in the mix of financing

sources, eligibility criteria, and benefit systems of these countries. For example, benefit

values are fixed in Germany and were not consistently adjusted for inflation until the LTC

reforms in 2008, which had led to a reduction in the purchasing power of LTC benefits until

the stepwise increase in 2008. On the other hand, benefits statutory cover 90% of the cost
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of care in Japan. In Japan, the scheme is targeted only to the elderly population, while all

individuals, irrespective of their age, are entitled to LTC insurance benefits in Germany and

the Netherlands (Rothgang, 2010; Schut and van den Berg, 2010; Campbell et al., 2010; Mot,

2010). Korea was the last of this group to implement LTC insurance, in July 2008 (Kwon,

2008; Campbell et al., 2009) (see also Table 7.2).

Personal care through the health system

A third model is based on the coverage of long-term care cost entirely through the

health system. In this model, not only skilled nursing care, but also help with daily

activities (dressing, eating, washing, etc.) are financed within the universal public health

system. Long-term care is hence viewed as a health risk, and institutional arrangements

reflect a “medical model” of care delivery (as opposed to a social model), with care services

being primarily performed by professional nurses. Belgium is an example. Belgium’s public

health insurance system (INAMI/RIZIV) provides for universal coverage of LTC cost both at

homes and in institutions. The reimbursement is subject to a personal contribution

(i.e., ticket modérateur), with ceilings on out-of-pocket payments (MAF, maximum à facturer).

To face the non-medical costs of LTC, allowances are granted to low-income elderly people

with care needs. Moreover, the local social welfare centre (CPAS) can provide assistance for

board and lodging in homes for the elderly or in nursing homes. At the regional level, the

Flemish government implemented a compulsory dependence insurance scheme, financed

through mandatory yearly contribution of EUR 40 (in 2010) a year from each person aged

over 25 years, which provides complementary cash benefits. LTC spending as a share of

GDP accounts for 2% in Belgium.

Assessing universal coverage within a single programme

Single-programme universal arrangements are good in ensuring wide access to LTC

services. They are typically comprehensive in relation to both the share of the cost publicly

reimbursed, the number of people using care at home and in institutions (Figure 7.1), and the

spectrum of services covered in institutional and home settings. In some cases, coverage also

includes the cost of support/domestic care, home adaptations and assistive devices

(e.g., some Nordic countries). These systems do not discriminate access based on income or

assets of users (or that of their families), although these may be taken into account to

determine individual cost sharing up to a ceiling (e.g., Norway, Sweden, the Netherlands, see

also Box 7.1 later in this chapter) and there are significant differences across countries in the

extent of out-of-pocket cost borne by users – from 4% of total LTC cost in Sweden to a third

of total LTC cost in Korea. Often, care provision by nurses or caregivers is regulated to ensure

minimum standards for the care purchased through public funds (e.g., Japan, Belgium). In

addition, the separation between health and long-term care budgets in all these countries

but Belgium, generally reduces utilisation of more expensive health care services and

professionals (e.g., hospital care, doctors) for long-term care needs, for example by making

“social hospitalisation” of frail people with LTC needs more difficult.

While universal LTC coverage can be achieve through different financing models,

there can be advantages in having “dedicated” financing channels for LTC as in the case of

social LTC insurance in Germany, Japan, Korea, Luxembourg and the Netherlands. It can

ensure a reliable and predictable source of revenue streams, relative to non-earmarked

taxation; it can also create a sense of entitlement for people, raising their willingness to

pay for such an entitlement.
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On the down-side, these systems generally cost a larger share of national income and

domestic budgets than the OECD average – typically above the OECD average of 1.5% of GDP,

up to 3.6% of GDP in Sweden, in line with the relatively larger share of people eligible to care

supports, the range of services covered and the relatively higher reimbursement rates

compared with other systems. While comprehensive single-programme systems may still

have incentives or mechanisms to support family carers, most such carers provide less

intensive care in these countries. The separation of health and long-term care budgets may

jeopardise the continuum of care and lead to cost-shifting incentives between different

providers and require efforts to ensure co-ordination. Dedicated financing has cons, too,

including the potential rigidities it can introduce in the way expenditures are allocated.

Mixed systems

Under mixed systems, LTC coverage is provided through a mix of different universal

programmes and benefits operating alongside, or a mix of universal and means-tested LTC

entitlements. Many of the countries in this group do not have a comprehensive single-

programme LTC system, rather have multiple LTC benefits, programmes, or entitlements,

depending on target groups, specific LTC cost component or setting covered, and, in some

cases, jurisdiction. Some countries have cash-benefit systems in lieu of, or in addition to,

in-kind services.

It is difficult to give a proper account of the variety and complexity of institutional

arrangements belonging to this group. Nevertheless, one possible way to group countries

– in decreasing order of universality of the LTC benefits – is the following: i) parallel

universal schemes; ii) income-related universal benefits or subsidy; iii) mix of universal

and means-tested (or no) benefits.

Figure 7.1. Users of LTC services vary significantly across the OECD
Older recipients of long-term care services as a share of the over 65 population, 2008

Note: LTC recipients aged over 65 years. Recipients refer both to home and institutional users. Data for Australia,
Belgium, Canada, Denmark, Luxembourg and the Netherlands refer to 2007; data for Spain refer to 2009; data for
Sweden and Japan refer to 2006. Data for Japan underestimate the number of recipients in institutions because many
elderly people receive long-term care in hospitals. According to Campbell et al. (2009), Japan provides public benefits
to 13.5% of its population age over 65 years. Austrian data represent recipients of cash allowances.

Source: OECD Health Data 2010.
1 2 http://dx.doi.org/10.1787/888932401577
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Parallel universal schemes

Parallel universal schemes rely on different coexisting coverage schemes, each providing

universal coverage for a different type of care. Typically, universal nursing care is financed

through the health system, while universal personal care is through a separate scheme.

Scotland is an example. Since 2002, all the counties of the United Kingdom have

supported free skilled nursing care (i.e., the health component of LTC) for older people at

the point of use. In addition, under the 2002 Scottish Health and Community Care Act,

personal care (i.e., ADL support) for older people, which is part of the social-care system, is

free in both institutions and at home (Bell and Bowes, 2007; Bell et al., 2007). Care is funded

by the local authorities and is subject to an assessment of care needs, but it is irrespective

of users’ means. The system covers help with ADL, but it does not pay for accommodation

costs in a nursing home, for which individuals are charged a fee.

Another example comes from some Southern and Eastern European Countries, which

combine universal access to nursing homes (subject to available beds) or to skilled nursing

care (often via the health systems), with universal, non income-related cash allowances to

cover care cost, typically at home.

In Italy, specialised nursing homes for elderly and handicapped people (e.g., the

Residenze sanitarie assistenziali) are part of the health system or receive a subsidy out of the

health budget, while responsibilities for home care are shared between the health and

social system. About half of total LTC spending consists of a care allowance covering a

fraction of the cost incurred by users (“indennita’ di accompagnamento”, amounting to

EUR 472 a month in 2009), which is often used to pay a formal LTC worker or a family carer

(IRCCS-INRCA, 2009).

In the Czech Republic, responsibilities for in-kind LTC services are divided across the

social sector and the universal health care system, and between different levels of

government. As part of the 2007 Act on Social Services, a monthly care need-related cash

allowance is granted to all individuals needing care, ranging from EUR 79 per month for

those in the lowest category (slight dependency) to EUR 471 per month for those in the

highest category. In Poland, a non means-tested national nursing allowance and

supplement is granted to disabled children and seniors, while home-help services are the

responsibility of local governments. Despite universal entitlement to LTC-related benefits,

there is still significant need covered by family carers.

Income-related universal benefits

A second sub-group of countries has income-related universal benefits or subsidies

(e.g., Ireland, Australia, Austria and France). In these countries, all those assessed as

eligible on care-need grounds receive a public benefit, but the amount is adjusted to

recipient’s income and the adjustment can be very steep. There can also be additional

benefits covered through the health systems (e.g., nursing care in France) or by local

governments (e.g., in Austria and Australia).

Countries in this group have opted for a universal personal-care benefit but adjust the

benefit amount to reflect the income of recipients. This approach works by progressively

increasing the share of the cost paid for by the public system as the income of the recipient

decreases. It is sometimes referred to as “tailored” or “progressive universalism” (Fernandez

et al., 2009) and it is not intended to cover the full – or nearly full – cost of personal care. In the

case of France, the recipient is required to complement public funding with a personal
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contribution, as a condition for receiving the public personal-care subsidy. Often, this tailored

benefit applies to one care component (e.g., home care; personal care), but different

arrangements can apply for another components of the total LTC needed by the user. As in

the previous group, this approach includes countries with both in-kind LTC services

(e.g., Australia), and cash allowances (e.g., France).

Since the commencement of the Nursing Homes Support Scheme, A Fair Deal of Ireland in

October 2009, all those with care needs are eligible to personal care in institutions, but

everyone is required to contribute 80% of their assessable income and 5% of the value of

any assets towards the cost of care (see also Box 7.1). In the case of long-term community

services, eligibility is universal, although access is limited by resources and can result in

targeting of services.

This is similar to the Australian approach. The majority of LTC cost (0.8% of GDP

in 2009) is paid for by the government through consolidated, tax-based revenues (Ergan

and Paulucci, 2010). Personal care is not free, however all individuals eligible to long-term

care services through a care-need assessment process are entitled to a publicly funded

subsidy. Recipients of residential and community aged-care services usually make a

financial contribution to the cost of their personal care, whose amount is adjusted to user’s

income. In institutions, residents contribute to personal care cost via basic daily fees,

income-tested fees, and fees for additional services, while the government subsidy

accounts for about 70% (Productivity Commission, 2010).

Some European countries provide income-adjusted universal cash benefits or

allowances to cover personal care cost. Austria has a mix of universal and income-related

allowances, and in-kind benefits.6 A universal cash allowance (Pflegegeld), co-financed

through federal, Länder and municipality contributions, was introduced in 1993. It is

provided regardless of income and assets, and its amount varies with the level of

dependency, from EUR 154 to EUR 1 656 in 2010. Approximately 59% of those aged over

80 years and 9% of the 60-80 year old population receive Pflegegeld (Austrian Federal

Ministry of Social Affairs and Consumer Protection, 2008). In 2007, a new income-tested

grant for the most disabled recipients (so-called 24-hour care benefit) was implemented to

complement the universal cash allowance. The two allowances do not cover the full cost of

care and, for people unable to meet the remaining cost out of their pocket, public

assistance organised by Länder comes into play. A key objective of Austrian LTC

arrangements is to help individuals remain at home and live independent lives as long as

possible. Another main goal is to formalise contractual arrangements between the care

recipients and the caregiver, including (often undeclared) migrant carers. The law

encourages care provided by family by not excluding family caregivers from entering in this

kind of formal arrangement.

Another example is France. The health insurance programme (Sécurité sociale) pays for

the health cost (tarif de soins) for all nursing-home stays (access is based on care need). In

addition, the Allocation personnalisée d’autonomie (APA) is an income and need-adjusted cash

benefit available to disabled people aged 60 years or older.7 The monthly cash allowance

varies according to the assessed level of dependence between EUR 530 and EUR 1 235

(April 2010), but depending on their income, beneficiaries are required to forgo a certain

percentage of the assessed level of APA, up to a 90% reduction off the assessed floor. As a

result, APA pays up to EUR 1 235 for high-need/low-income user, down to EUR 27 for

higher-income users. For those living at home, APA provides support towards any expenses
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incurred, in line with a personalised support plan identified by a socio-medical team. It can

include support for both ADL and IADL services and, in some cases, the employment of a

caregiver (except for their spouse or partner). For those living in a nursing home, APA

offsets a portion of the personal-care cost while the remaining is paid by the resident

(about 33% of the dependence costs on average; Drees, 2008). APA is administered by local

departments but it is financed by a mix of local and central-government funding.

Mix of universal and means-tested (or no) benefits

The third sub-group includes countries which have a mix of universal and means-tested

(or no) benefits. Generally, universal entitlement tends to apply to one or both of the

following:

● health-related, skilled nursing care (either at home or in institutions) (e.g., Switzerland);

and

● nursing and personal care in home-care settings (e.g., New Zealand; some Canadian

provinces).

In addition, in countries with limited formal service delivery, universal benefits may

apply only to certain services, for example to institutional care (subject to available places)

as in Greece, or to cash benefits (relative to in-kind alternatives) as in Spain.

Switzerland provides universal in-kind nursing care (both at home and in institutions)

through mandatory health insurance (LAMal), but there are also means-tested

complementary cash benefits towards the cost of personal care within the legal framework

of the Law on Invalidity Insurance (LAI) and the Law on Old-age and Survivors’ Insurance

(LAVS). They include so-called supplementary benefits for old-age and disability, granted to

recipients affected by permanent or long-term incapacity. A significant share of

personal-care cost remains a responsibility of the users, who pay themselves about 60% of

total health-related LTC cost. However, if all cash benefits are considered, the share of

personal-care cost which remains the responsibility of the user would amount to around

36%. Disability allowances for retired persons with mild disabilities living at home have been

introduced in additional to the allowances for those with middle and heavy disabilities.

In New Zealand, people assessed as needing home-based personal care services are

entitled to these services, although, after an income threshold, they need to pay a

co-payment. Eligibility to care in institutions is based on both needs and ability to pay. The

residential care subsidy (RCS) pays the costs of contracted care (including board and

lodging costs) above a maximum income-related co-payment. Around 71% of residential

care inhabitants received the RCS in 2008. Since 2005, the New Zealand Government has

been phasing out asset tests for determining eligibility for institutional care. This is similar

to a general movement in some Canadian provinces/territories to eliminate the use of

asset-testing (but not income-testing) for targeting government support to residents living

in long-term care facilities.

Most Canadian provinces provide nursing and personal care coverage without charges

in home-care settings but have income tests for admission to nursing care facilities. All

provinces provide case management (e.g., care assessment and service co-ordination) and

nursing care without charge in home-care settings, although some provinces impose

service maxima on nursing care. Some provinces provide personal-care coverage

(e.g., bathing and grooming), but fees may be imposed for other services such domestic
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care, meal preparation and shopping. As to institutional care, income testing is used in

most provinces for admission, but there is a movement in many provinces to include public

coverage for health-related services such as nursing and rehabilitation.

Another interesting case is Spain. Spain passed new legislation in 2006 introducing a

tax-funded National Long-term Care System (Dependency Act, in force since 1 January

2007). The law guarantees a right to long-term care services to all those assessed to require

care,8 subject to an income and asset test. Entitlements to cash and in-kind services are

slightly different, with cash allowances being universal, while not all individuals might

receive in-kind services. Recipients are expected to pay one third of total costs of services.

The system is intended to provide a “formal response” to societal and labour markets

changes that are reducing the supply of family care in a context of ageing societies – and of

growing need. It is expected to benefit 3% of the Spanish population in the short-term (a

comparable percentage to that of some countries with fully universal benefits), and is to be

phased in gradually until 2015 (Costa-Font and Garcia Gonzalez, 2007).

Finally, there are countries with less developed formal long-term care provision, which

provide universal coverage for institutional care but no coverage for home care. The Greek

long-term care system includes the direct provision of social services and care through

health insurance funds. In theory, any old person, whether insured or uninsured, has

access to long-term care where required by their disability status. There are no

institutional discriminations or access restrictions, as long as people are legal residents of

the country. On the other hand, there is limited formalised home-care provision in Greece,

and no public funding for home care.

Assessing mixed systems

As for systems with single universal coverage, mixed systems generally do not cover

long-term care cost in their entirety. Rather, income and, sometimes, assets of the care

recipient can be taken into account to determine the subsidy level or the personal

contribution to the cost of care (see Box 7.1). Several countries cap the benefit level

(e.g., France, Italy, Australia, Spain and the Czech Republic).

The level of the public subsidy relative to total LTC cost varies across the countries in this

group. For example, in Spain users pay a third or the total LTC cost. In Australia, around 70% of

residential care is covered by the Australian government subsidy, while 16% of the cost of the

Community Aged Care Package (CACPs) is paid directly by users (Australia Government

Productivity Commission, 2010). In France, APA private contributions represented about 20% of

average APA entitlements for those receiving care at home and about 35% for those receiving

care in an institution in 2008 (Dress, 2008). This cost is met by a number of different

arrangements including funding from social assistance and other income-support

mechanisms. In addition, the universal benefit or entitlement may refer to only one

component of the care cost (e.g., home care), but not to others (e.g., care in institutions).

Mixed systems provide coverage for at least a share of LTC cost for all people needing

care, and, therefore, offer a stable source of support for LTC dependent people. Generally,

LTC benefits have been developed in recognition that long-term care can lead to

catastrophic cost for users. Providing a universal entitlement is viewed as desirable both

for equity reasons and for efficiency reasons – that is to offer insurance especially to those

with high LTC need. The number of recipients as a share of the elderly population in this

group varies from 1% in Poland to 10% in Switzerland, while public LTC spending as a share

of GDP is below the OECD average of 1.5%, apart from France where it is above the average.
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On the other hand, these systems can still leave a significant share of the cost to be

paid out-of-pocket by users and their families. The lack of comprehensive coverage can be

a disincentive to the growth of formal care supply in countries with less developed LTC

delivery markets, with de facto reliance on family carers to shoulder high-intensity care.

Where there is fragmentation – across different benefits or entitlements, across services

governed by different programmes, across providers financed from different sources,

across users entitled to different benefits depending, for example, on their age – there can

be incentives for cost-shifting across providers and benefit systems, and it can be more

difficult to quantify the overall support received by a user relative to the cost incurred.

Some countries have set up mechanisms to facilitate co-ordination and help users

navigate through the system, such as France.9

Means-tested safety net schemes

Under means-tested schemes, LTC coverage is provided through safety-net

programmes. In these countries, income and/or asset tests are used to set thresholds for

eligibility to publicly funded personal care. Only those falling below a set threshold are

entitled to publicly funded LTC services or benefits, with care being prioritised to those

with the highest care needs. This approach offers protection to those individuals otherwise

unable to pay for the care themselves. The criteria for eligibility (e.g., personal and/or

family income and assets; availability or not of informal care), care-managers’ flexibility in

assessing needs, and thresholds for eligibility differ markedly and may or not overlap with

prevailing social-assistance norms.

The United States belongs to this category. Medicaid – the public programme for the

poor – is the chief public funder of long-term care services, paying for 40% of total LTC cost

in 2010 (Kaiser Commission, 2010).10 Medicaid is a social health-insurance programme

funded by the federal and state governments, designed as a means-tested programme to

assist people with limited income to pay for medical and long-term care expenses. States

have mandatory benefits which must be offered, including institutional nursing-facility

services, and home health-care services for individuals who are entitled to nursing facility

services, but the majority of LTC services are at the discretion of the states, as are income

and assets eligibility requirements. Means and asset testing is very strict. Commonly, in

order for recipients to receive Medicaid coverage, participants will first have to exhaust

personal resources. States may require Medicaid recipients to be responsible for a small

co-payment. About 10 million people need long-term care in the United States, of which

3 millions are covered via Medicaid. LTC spending accounted for USD 115 billion in 2008

(Kaiser Commission, 2010), which accounted for around 0.8% of GDP.

England is often regarded as a means-tested system. Indeed, current policy discussion

about reforming adult care coverage focuses around means-tested arrangements for

personal care, although it is fair to say that there are also non means-tested benefits for

severely disabled people in the United Kingdom. The Disability Living Allowance and

Attendance Allowance are non-contributory, non means-tested and tax-free benefits, the

former paid to severely disabled people who make a claim before age 65, the latter paid to

those who claim from age 65. Social care is commissioned by local authorities, and is

funded from a combination of central taxation, local taxation and user charges. Local

authorities decide and set their own budget based on grants made from the central

government, most of which are not earmarked. Access to nursing homes is both income-

and asset-tested and users are required to deplete assets to be eligible for LTC nursing-
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home coverage. Conversely, for home care, eligible users receive an income-tested benefit,

which can be granted in the form of a personal budget. As already mentioned, the health

component of LTC is also free at the point of use. In 2006-07, slightly over 4% of the elderly

lived in an LTC institution (UK Department of Health, 2009). LTC spending was estimated to

account for 1.5% of GDP is 2006 (Comas-Herrera et al., 2010).

Coverage of personal-care cost in England has been subject to much discussion and

reform proposal over the past few years. The previous Labour government proposed to

provide free care at home for vulnerable elderly people. A White Paper released in April 2010

made proposals to extend the coverage of free care for people staying in residential care for

more than two years (UK HM Government, 2010). The new (2010) government established the

Commission on Funding of Care and Support, which is due to make its recommendations on

reform to the adult social care system in July 2011 (Stone and Wood, 2010).

Assessing means-tested safety-net systems

Means-tested arrangements offer a safety net to those individuals that are otherwise

unable to pay for the care themselves. Typically, coverage extends to support for daily living

activities, but can also include board and lodging in nursing homes to the extent that people

are required to deplete their resources before becoming eligible to public support. By targeting

public funds to the poor, this approach can be effective at limiting costs, even though the cost

per eligible user can be high. But it may also create inequities and incentives to use health care

for LTC purposes, particularly where there are universal health-care services and targeted

social-care services as in England. Means assessment can also be administratively expensive.

These systems can result in unmet needs and leave families above the assets/income

threshold vulnerable to high LTC expenditure (Fernandez et al., 2009).

Safety nets face similar challenges to those confronting poverty programmes and

social-assistance systems. For example, they can leave elderly and disabled people

impoverishing to become eligible for care. Setting thresholds is hard, particularly as it

always implies creating a group not poor enough to qualify for public funding, and yet not

rich enough to pay for care costs. When people are required to sell their homes and use

such proceeds before being eligible to public coverage, the system can be seen as unfair,

particularly given older people attachment to their homes. If there are no uniform criteria

for eligibly across different jurisdictions, this can also lead to confusion over eligibility for

public funding and reduce transparency.

Given that benefit entitlements tend to reach a more limited number of individuals

and households, there can be under-funding and under-investment in these programmes.

Especially during times of fiscal restraint, they are more vulnerable to budget cuts or

cash-constrains. Finally, in light of expected increase in demand for care, the adequacy of

such an approach is called into question as many people in need of care are denied access.

7.3. Even within universal systems, the comprehensiveness of coverage 
can vary significantly

The important variation in the share of GDP that OECD countries devote to long-term

care cannot be solely attributed to the fact that some countries are older than others. For

instance, the Netherlands and Sweden allocate relatively more resources to LTC than the

OECD average and more than could be expected given the share of the elderly population,
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while Portugal and Hungary allocate less (Figure 7.2). One possible explanation is that the

comprehensiveness of a LTC coverage system – that is the extent to which a system

finances/protects against LTC need – differs across country.

Assessing the comprehensiveness of a LTC coverage system is all but easy. Universality

of entitlements to care is but one aspect, which has been used to derive the typology of

systems presented earlier. But not all universal LTC systems are comprehensive. For

example a significant share of spending is still paid out-of-pocket by users. In Switzerland,

nearly 60% of total LTC spending is privately financed (36% if including cash benefits

granted under the Invalidity and Survivors’ insurance). In Portugal out-of-pocket LTC

financing accounts for 45% total LTC cost, while the corresponding figure for Germany and

Spain is around 30% of total LTC cost (OECD, 2000) (Figure 7.3). In the United States,

out-of-pocket spending represents 22% of LTC cost (Kaiser Commission, 2010).

Eligibility rules – whether a system is universal or means-tested – are but one dimension

to assess comprehensiveness of LTC coverage. In fact, three dimensions can be identified:

● eligibility rules – universal versus means-tested systems;

● the basket of services covered (breadth of coverage); and

● the extent of private cost sharing on public coverage (depth of coverage).

All countries have eligibility rules setting the care-dependency status and, in means-tested

system, the income/assets levels triggering eligibility to public LTC support. Eligibility to care

and the level of public support is determined on the basis of a care-need assessment based on

physical and/or cognitive limitations (Table 7.3). Need assessment helps governments target

care needs, and can follow more or less stringent rules depending on the country. While many

of the functional capacities which are measured are similar, assessment systems and

dependency levels on which eligibility is determined are not uniform across countries and, in

Figure 7.2. Variation in LTC expenditure is not strongly correlated to the share 
of the population aged over 80

Share of the population aged over 80 and percentage of GDP spent on LTC in OECD, in 2008 or nearest 
available year

Note: Data for Denmark and Switzerland refer to 2007; data for Portugal and the Slovak Republic refer to 2006; and
data for Australia and Luxembourg refer to 2005. Data include both public and private LTC spending. Expenditure
data for Austria, Belgium, Canada, Denmark, Hungary, Iceland, Norway, Portugal, Switzerland and the United States
include only LTC nursing care, and therefore exclude social LTC spending.

Source: OECD Social and Demographic Database, 2010, and OECD Health Data 2010.
1 2 http://dx.doi.org/10.1787/888932401596
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some cases, can vary across sub-national jurisdictions. For example, Germany provides public

benefits to 10.5% of its seniors, whereas Japan provides public benefits to 13.5% of its

population aged over 65 years (Campbell et al., 2009). Health and/or social-care professionals

are involved in the assessment process, although a medical doctor is involved in only a few

countries, for example Belgium and France. For eligible people, the benefit amount is typically

adjusted to need. An income and/or asset test may also be carried out to determine user cost

sharing or the amount of the public subsidy (see below).

A number of countries – including the United States for Medicare and Medicaid, Canada

for Chronic Care Funding (Ontario), parts of Switzerland, Iceland, Spain, Italy, and Finland –

employ the International Resident Assessment Instrument (InterRAI) for assessing care

needs and better target care support. InterRAI consists of a range of standardised

assessment instruments that apply to different care settings such as residential care

(RAI-LTCF), home care (RAI-HC), palliative care (RAI-PC) and mental health (RAI-MH). All

InterRAI instruments include a comprehensive set of core-assessment items (e.g., physical

functions, locomotion, cognition, pain, relevant clinical complexity) that can be consistently

used across care settings. To ensure consistency, each instrument is supported by a training

and reference manual. The use of InterRAI can support efforts to ensure a continuum of care

and better co-ordination through an integrated health information system. It can also play a

complementary role in monitoring quality and care outcomes.

In terms of the second element – the breadth of coverage – LTC comprises multiple

services (skilled nursing care, social work, personal care, medical equipment and

technologies, therapies), delivered by different providers (nurses, low-skilled carers, allied

health professionals) in a mix of settings (home, institutional, community care). While the

Figure 7.3. Long-term care expenditures by sources of funding, 2007
Countries ranked by decreasing share of out-of-pocket spending

Note: Data on out-of-pocket spending for some of the countries are underestimated. For example, in the Netherlands, cost
sharing on long-term care services is estimated to account for 8% of the total LTC expenditure. The share of out-of-pocket
spending for Switzerland is overestimated as cash benefits granted for care in care facilities are not considered.

Source: OECD Health System Accounts Database, 2010.
1 2 http://dx.doi.org/10.1787/888932401615
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7. PUBLIC LONG-TERM CARE FINANCING ARRANGEMENTS IN OECD COUNTRIES

inces, 
typology presented in this chapter has focuses on variation in coverage for personal care,

reimbursement arrangements can differ, for example, on the following:

● health/nursing care;

● domestic care, practical help, assistive devices;

● board and lodging costs.

Health/nursing care,  requiring medical acts typically provided by nurses

(e.g., administering medication and changing dressings), is generally covered under public

health-financing arrangements. However, coverage rules may depend on care settings and

on which worker is providing the care. For example, coverage is through the health system

when nursing care is received jointly with and as part of other medical care, whether in

hospitals or at home. When nursing care is received in an LTC institution, coverage systems

differ across country. Countries belonging to the “universal coverage within a single

programme” group tend to lump this cost together with personal-care cost (but not Japan).

Conversely, countries with safety net systems and some of those with mixed systems tend

to have separate billing and reimbursement procedures for health-related and personal

care-related cost (e.g., France, Belgium, the Czech Republic, United Kingdom, the

United States for post-acute care cost). In home settings, coverage is often via the health

system when care is provided by a nurse, while it follows the same rules as personal-care

coverage when care is provided by a lower-skilled LTC worker.

Domestic care, practical help, such as cleaning and cooking and help with so-called

instrumental activities of daily living (IADL) is often not covered by public LTC systems, apart

from countries with comprehensive LTC coverage (e.g., some Nordic countries). However, in

some countries these services can be included in care plans designed to provide – as a

package – the most suitable services for users, for example in Austria, Belgium, or the

United Kingdom for home care. Similarly, the provision of equipment, assistive devices and

technology is included in home-care coverage packages in some OECD countries, such as

Australia, Sweden, Canada, the Czech Republic, Japan11 and Slovenia.

As to board and lodging costs for residents in LTC institutions, these are often not

included in public LTC-coverage schemes, apart from low-income people eligible to

targeted assistance. Public support towards board and lodging in nursing homes is

therefore typically means-tested. Even in countries with very comprehensive universal LTC

coverage, significant cost sharing can be required for this cost component. For example, in

Norway, municipalities can ask up to 80% of resident income in user cost sharing.

OECD countries can be clustered into three main groups in respect to this component of

the LTC cost, on a continuum moving from less to more comprehensive systems (Table 7.4).

In safety-net programmes, as already mentioned, users need first to deplete their income

and assets before being entitled to care, including coverage in nursing homes. Many OECD

Table 7.4. Approaches to covering board and lodging cost (B&L) in nursing homes 
in OECD countries

Public support for B&L only available for eligible poor Means-related cost sharing for B&L cost

B&L cost treated as other LTC cost, 
as part of safety-net LTC programmes

B&L cost treated separately from other 
LTC cost, under social assistance

Income-related Income- and asset-tested

United Kingdom, United States 
(Medicaid), Slovenia

Germany, Belgium, France, Switzerland, 
Italy, Poland, Slovakia, Czech Republic, 

Spain, Portugal, Korea

Norway, Sweden, Netherlands, Finland, 
some Canadian provinces, New Zealand

Australia, some Canadian prov
Ireland

Source: OECD 2009-10 Questionnaire on Long-term Care Workforce and Financing.
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7. PUBLIC LONG-TERM CARE FINANCING ARRANGEMENTS IN OECD COUNTRIES
countries – such as France, Belgium, Germany – consider board and lodging cost separately

from personal and nursing care cost, requiring users (or their families) to pay for B&L

themselves, unless they benefit from social assistance, targeted housing subsidies or other

financial aid. Other countries include B&L as part of LTC coverage, but require income and, in

some cases, asset-related contributions from users (e.g., Netherlands, Nordic countries,

Australia, New Zealand, Ireland). Last, in Japan, the cost of B&L is decided by contractual

arrangements. There is a limit on the payment for low-income earners, making their share a

flat fee, with the rest covered by the insurance benefit.

The third element of comprehensiveness – cost sharing – shows how deep is the

protection of the public LTC scheme against long-term care cost. All public-coverage

schemes across OECD countries require users to share part of the cost of the personal-care

support they are entitled to. But countries differ markedly in method and extent.

Beside mains-tested systems, three main approaches can be identified (Box 7.1). A first

one is to set (cap) the public contribution paid by the public system, leaving individuals

Box 7.1. Cost sharing in OECD countries follow three main approaches

Approach 1: Means-tested systems: Users have first to exhaust their means

Slovenia: For social care services, care recipients are required to cover the full costs.
Exemption from payment is possible in exceptional financial circumstances and after a
means test of household income. In such cases, the municipality will take responsibility
for all charges.

United Kingdom: The national system of private contributions for residential care is
means-tested such that an individual with over GBP 23 250 in savings are ineligible for
public support with long-term care costs in a care home and must cover all care charges
themselves. Individuals with less than GBP 23 250 are still expected to contribute to care
costs but will receive some support from local authorities. Individuals with less than
GBP 14 250 will have all their residential care costs paid for them by the state.

United States: Medicaid LTC services do not require user fees, but there are income and
asset rules for eligiblity to Medicaid benefits.

Approach 2: Defined public contributions, cost sharing as residual

Australia: Institutional residents are asked to pay a basic daily fee towards accommodation
costs and living expenses (e.g., meals or heating and cooling). Maximum charges are
regulated and set using a percentage of the basic single age pension (about 85% and
equivalent to about AUD 14 000 a year). In addition, residents pay an additional fee for the
care they receive, of up to about AUD 22 700 a year. The fee is income-tested such that
residents with income less than about AUD 21 500 a year and assets less than AUD 37 500
do not have to pay it.

Austria: Those dependent on help with daily living activities are entitled to a needs-
based universal cash benefit. The government can provide up to EUR 1 655 per month to
the recipient. In 2007, a new income-tested benefit (so-called 24 hour care benefit) was
implemented to complement the universal cash allowance.

France: In France, APA benefits are subject to national ceilings and the level of benefits is
set to decrease as a proportion of income. Income includes a share of the imputed rent of
non-financial income (e.g., secondary residence) but does not include the imputed rent
associated with a principal residence.
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Box 7.1. Cost sharing in OECD countries follow three main approaches (cont.)

Germany: Cost sharing applies when the costs of LTC services go beyond the fixed public
benefits. The family is obliged to help cover LTC costs that exceed statutory public benefits.
For residential care, care recipients are liable for the costs of lodging and meals. In the
event that care recipients are unable to cover LTC costs, social assistance may be available
after an assessment of income, wealth and social circumstances.

Approach 3: Flat-rate cost sharing

Japan: User payments are set at 10% under of public LTC social insurance system and
levied on all publically funded LTC services with the exception of LTC prevention services.

Korea: Under the national LTC insurance system, beneficiaries must pay 20% of total
costs in institutional care and 15% of total cost for home-care services. Based on a means
test on household income and assets, low-income recipients may pay half of the standard
personal contribution rates. Social-assistance recipients are exempt from cost sharing.

Belgium: Private cost sharing for personal-care cost follows the same rules as for health
insurance coverage. Payments for social care services received at home will vary according
to eligibility for disability, and on income.

Approach 4: Income and/or assets-related benefits

Canada: In a number of provinces (British Columbia, Saskatchewan, Manitoba and
Ontario), the level of co-payment for residential care services is set at different monthly
rates according to one’s income. In a number of provinces (Atlantic provinces) residents
must pay the full cost of a nursing home, typically equivalent to board and lodging, unless
their income is deemed not sufficient to pay for it.

Czech Republic: The level of cost sharing depends on the sector of provision of long-term
care. In healthcare facilities, cost sharing consists only of the user charge for every day of
hospitalisation (EUR 1.2 a day). In the social sector, the provider can charge up to 85% of the
income (e.g. pension) of the client. There is no income testing or means testing to
determine eligibility.

Finland: In home care, private contributions are set according to the amount of care
needed and on the income of the care recipient and other household members, and cover
about 15% of the total costs. In long-term institutional care, personal contributions are set
at 85% of the recipient’s net income. For institutions providing care to the elderly, user
charges represent close to 20% of the total costs.

Hungary: Cost sharing is applicable to healthcare as well as chronic hospital treatment,
social institutional care for the elderly and social support for IADL. Personal contributions
are determined according to household income and the social situation of the care
recipient. For institutional care, contributions cannot exceed 80% of a care recipient’s total
income and contributions for health-related services are fixed daily rates.

Ireland: In the case of institutional care, individuals contribute 80% of their assessable
income and 5% of the value of any assets including land and property in excess of
EUR 36 000 for an individual or EUR 72 000 for a couple. Assets include, for the first three
years (also known as the “three year cap” deferral mechanism), the principal residence. For
couples where one spouse continues to reside in the principal residence, the personal
contribution of the spouse residing in the nursing home is determined according to half
their combined income and assets.
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Box 7.1. Cost sharing in OECD countries follow three main approaches (cont.)

Netherlands: LTC beneficiaries have to pay a fixed rate for each hour of care they receive,
up to an income-dependent maximum amount. The minimum co-payment is set at about
EUR 140 a month. The maximum amount varies according to the size of the household and
to whether the disabled person is older than 65 years of age. As for those receiving care in
an institution, two cost-sharing formulas are applicable. Under the low cost-sharing
formula (during the first six months) private contribution equals to the lesser of EUR 1 700
or 12.5% of relevant income, up to EUR 9 000 a year. Under the high cost-sharing formula,
private contributions can increase up to about EUR 24 000 (Mot, 2010).

New Zealand: Private contributions are determined by a means test, which evaluates
income, capital savings and housing equity levels, with maximum annual amounts.
A specific financial means test is applicable to persons over 65 years of age for residential
care cost sharing.

Norway: Municipalities have the flexibility to set personal contributions consistent
within a certain framework. Personal contributions are typically income-related, except for
short-term stay in a nursing home, where contributions are set independently from one’s
income. For long-term stays in a nursing home, personal contributions cannot exceed 80%
of a resident’s income in excess of a given amount, while for home care, user charges are
set so as to leave the recipient with a minimum income for extra expenses.

Poland: A recipient’s income level will influence the amount of private contributions
required but will not affect the recipient’s eligibility for LTC services.

Slovak Republic: Each region has the flexibility to set private contributions which are
applicable to all social services except for counselling, social rehabilitation and ergotheraphy.
For individuals eligible for public LTC support (those who have less than EUR 39 833 in
savings), cost sharing is determined by a means test, which typically considers income,
assets and capital savings of the applicant and other household members.

Spain: Private contributions are determined by each autonomous region and differentiated
according to care setting and type of service. The extent of cost sharing depends on an
assessment of financial capacity which typically considers available capital, the estate of the
beneficiary as well as household income. According to an individual’s economic capacity,
contributions for residential care range from 70 to 90% and 10 to 65% for home help.

Sweden: Municipalities can design cost-sharing structures flexibility, but consistently
with some general principals established by the central government: fees should be fair,
not exceed production cost and must leave users with a personal allowance (pocket
money). As of 2003, central rules provide for maximum personal contribution amounts for
both personal services and board and lodging as well as for minimum personal allowance
amounts (pocket money). Maximum personal contribution amounts are set to about
SEK 1 700 per month (about EUR 175) for personal services and about SEK 1 800 per month
(about EUR 180) for board and lodging. Minimum personal expense allowances are set to
about SEK 4 800 per month (EUR 490) for singles and SEK 4 050 (about EUR 415 per persons
for cohabiting partners (Karlsson and Iversonm, 2010).

Source: OECD 2009-10 Questionnaire on Long-term Care Workforce and Financing, and other information
collected by the OECD Secretariat.
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7. PUBLIC LONG-TERM CARE FINANCING ARRANGEMENTS IN OECD COUNTRIES
responsible for paying the cost difference between the set public amount and the actual cost

of LTC services (e.g., Germany, Czech Republic, France, Italy, Austria). In Germany’s LTC

insurance one third of all funding is out-of-pocket and several LTC users are on social

assurance. Flat cost sharing, where cost sharing is a given percentage of LTC cost, is applied in

Belgium, Korea (20% in institutions, 15% at home), and Japan (10% co-payments), with upper

ceilings on the user contributions in Belgium and Japan, but not in Korea. Last, private LTC cost

sharing can be set according to disposable income and, in some cases, assets of the LTC user,

with very diverse approaches regarding maximum amounts taken into consideration to

calculate user cost sharing, the income/asset components taken into account, and the

proportion of income/assets that cost sharing represent. For example, in Sweden, co-pays are

income-relayed with a cap for home help services of EUR 180 per month, while in Ireland

(from 2010) individuals contribute 80% of their assessable income and 5% of the value of any

assets to nursing-home cost, and in the Netherlands, 9% of AWBZ expenditure is financed

from income-related co-payments (with ceiling of EUR 1 800 per month).

As already said, it is difficult to draw a general assessment of systems’ comprehensiveness.

Despite limits to underreporting of private expenditure data on long-term care, the figures

presented in Figure 7.3 gives a broad idea of the extent of private cost sharing for publicly

covered long-term care services (depth of coverage), but it provides no indication on the

difference in the range of services covered (breadth of services). Another way to look at the

issue is shown in Figure 7.4, which represents:

● on the horizontal axis, the probability of an individual aged 65 years old to use LTC, measured

as each country’ distance from the average share of LTC recipients in the over 65 population;

Figure 7.4. Comprehensiveness of public LTC coverage across the OECD, 2008
Share of LTC recipients in the over 65 population (X axis) and LTC spending in GDP (Y axis)

Note: Each country point shows the distance from the average share of LTC recipients in the over 65 population (in
X axis) and the distance from the average share of LTC spending in GDP (in Y axis), across the OECD. Spending data
are based on both public and private LTC spending. For Austria, Belgium, Canada, Denmark, Hungary, Iceland,
Norway, Portugal, Switzerland and the United States, spending data are based on LTC nursing care only.

Source: OECD Health Data 2010.
1 2 http://dx.doi.org/10.1787/888932401634
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● on the vertical axis, LTC spending relative to GDP, measured as each country’ distance

from the OECD average, controlling for both the share of the population aged over

65 years using LTC, and for the share of a country’s population aged over 65 years.

The horizontal axis can be considered an indication of system eligibility, while the

position in the vertical axis can be regarded as an indication of the breadth and the depth

of coverage. The position on the vertical axis also reflects differences in the relative high or

low cost (unit cost and prices) of care in a country, as well as differences in the relative

shares of the population aged under 65 using LTC.

7.4. Different approaches but similar directions: Universalism 
and choice-based models

The analysis of public LTC financing in OECD countries shows the complexity of

existing arrangements. Coverage for long-term care does not follow pure models in many

OECD countries. LTC-coverage schemes are the outcome of heterogeneous policy

objectives, philosophies and institutional frameworks. Despite this mind-boggling

diversity, LTC coverage schemes across the OECD are evolving in some common directions.

Coverage models reflect diverse motivations and institutional settings

OECD countries are at different stages of developing formal LTC delivery, partly

because of ageing structures, partly because attitudes towards family responsibilities for

caring are not the same, as well as the size of the economy. For example, there is relatively

little formal-care supply and use in some low-income OECD countries (e.g., Mexico,

Turkey), in central European countries, and in countries with strong family-care tradition

(e.g., Mediterranean countries). This affects the development of LTC financing mechanisms

(and vice-versa), and reflects in LTC spending figures.

Perhaps more than in the case of health care, there is considerable diversity in

societies’ norms regarding the appropriate balance between individual and collective

responsibility for financing the cost of caring for elderly and disabled people. For example,

Nordic countries have relatively broad and comprehensive systems with high reliance on

public spending. Coverage of LTC can be seen within the context of an encompassing

welfare system where the state – rather than the family – has the responsibility for making

long-term care services available on a universal basis (Karlsson and Iversen, 2010). But in

other countries the issue of LTC coverage is somewhat a “late comer” in welfare-state

discussion. A consequence is that not all OECD countries have set up dedicated

entitlements12 for long-term care. This can explain the fragmentation across benefits,

programmes, and funding sources for long-term care in some countries. A few

OECD countries do not yet regard long-term care as a risk in and on its own. Others, which

do, might have limited fiscal margins to play with, especially when “money is tight” as in

the aftermath of the recent economic downturn.

There can also be other motivations behind the creation of similar LTC-coverage

schemes. In Germany, the set up of LTC insurance in 1995 was partly motivated by

limitations of social assistance for covering LTC users – such as the stigma on beneficiaries

and growing cost for municipalities (Arntz and Thomsen, 2010). Informal care by family

and friends continues to be regarded as an important complement. Indeed, users can

choose between receiving benefits in-kind or cash, which can compensate a family carer in

Germany. Conversely, a desire not to trap women into caring roles was behind the
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establishment of the Japanese LTC system and the choice to provide only in-kind benefits

(services) (Campbell and Ikegami, 2000; Campbell et al., 2009). Avoiding expensive,

so-called social-hospitalisation of the elderly needing long-term care was another

important goal for the creation of a stand-alone LTC insurance system in both Japan and

Korea (Kwon, 2008). Expanding coverage to certain services can be a way to stimulate

service providers to enter the market, or encourage particular settings. For example, one

way to promote home care has been to push for more comprehensive/universal care

provided at home (e.g., Canada).

LTC coverage policies are not drawn on white canvas (Ikegami, 2010). Choice of financing

sources and systems draws on the existing administrative structure. All countries with social

long-term care insurance use similar social-insurance arrangements for health care, and

similarly in the case of tax-based LTC coverage models. Different views regarding the nature of

long-term care – as being a health or social risk – led countries to set up coverage

arrangements that may in part overlap with health coverage, but the health-social boundaries

are not uniform across the OECD. For example, nearly all LTC services are regarded as a

component of the health system in Belgium, where a majority of care is delivered by nurses.

Other OECD countries – such as Australia – regard personal care as entirely within the social

sector. In many eastern European countries, support for LTC is largely perceived as a family

responsibility, and public coverage approaches are characterised by fragmentation, mirroring

the division between the health and social care sectors (Österle, 2010).

Finally, existing institutional arrangements are also reflected in the division of

responsibilities among central and local authorities. Typically, local authorities have large

autonomy in implementing programmes, assessing need, and delivering services, and often,

have co-funding responsibilities. This governance structure has its logic and advantages. It

enables services to be organised and delivered close to where the need is, and tailored to

communities. It enables flexibility in spending decisions and allows sub-national

government units to determine policy trade-offs. On the other hand, where there are no

cost-sharing and equalisation arrangements across lower levels of governments, it can

create inequities in the treatment of similar needs across different localities.

LTC systems are evolving towards common directions

Despite the diversity of approaches, looking back over time, long-term care systems in

OECD countries are evolving in some common directions. The level of public coverage of

long-term care cost is increasing in low-coverage or strict-targeting countries, although

there is also greater targeting of public funding in the most comprehensive LTC systems.

A desire for greater choice and consumer direction underpins recent reforms in a number

of countries. LTC expenditure as a share of GDP is growing, and is projected to grow at a

higher rate than other fast-growing areas of government, such as health care.13

At one end of the spectrum, some means-tested, safety-net approaches have been

called into question, mostly on grounds of fairness and growing need. The use of asset

testing for accessing a nursing home is being phased out in New Zealand, while Ireland

introduced in 2009 a system of “tailored universalism” for coverage of institutional care. In

England, despite universal disability benefits, means-tested social care leaves many people

above the income eligibility threshold vulnerable to catastrophic LTC spending. A 2010

commission on long-term care will consider new ideas for reforming the LTC funding

system, including a voluntary insurance scheme to protect the assets of those going into

residential care and partnership schemes with an individual contribution matched by the
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public system (Wanless, 2006). The United States is introducing a voluntary publicly-

managed LTC insurance programme as part of the new health-care legislation (so-called,

Community Living Assistance Services and Supports, CLASS Act).

At the opposite end of the spectrum, in comprehensive universal coverage countries,

the range of services eligible for coverage has been subject to scrutiny and increased

targeting to those on most severe needs. Sweden has increased targeting of public services

to the most sick and disabled (OECD, 2005). France has – at least in the medium-term – set

aside discussion of creating a new social-security LTC pillar and is considering, among

others, steeper targeting of APA. In the Netherlands, there have been proposals to

re-introduce asset tests (Bureau Beleidsonderzoek, 2010). In Austria, the minimum amount

of hours of care needed by those with milder disabilities to qualify for the universal cash

benefit has been recently raised. In Japan, elderly assessed with the lowest care needs have

been moved to a prevention scheme.

These trends result in a certain convergence in the “breadth” of eligible services

covered and the “depth” of public coverage across countries. Ultimately, in a context of

limited public funding, there can be trade-offs between providing broad eligibility and

directing additional resources to those who need it the most, such as those with higher

care needs or lower income. This is further examined in Chapter 9.

It is important to note that universal coverage for some share of the LTC cost does not

mean that access to care is always provided in a prompt way. Even in universal benefit

systems, eligibility can be targeted to those with the highest care needs, relative to those

with milder care needs. There can be deviations from the universal model due to shortages

of providers in semi-urban and rural areas and of specialised institutions (e.g. nursing

homes, institutions of rehabilitation). If LTC programmes are funded through fixed budgets

or if budgets are constrained (e.g., in lower-income OECD countries), coverage is limited to

the services that can be funded, even when there is entitlement to some universal LTC

benefit. Waiting lists – especially for access to nursing homes – are a way to match service

supply with available resources. This means that there can be de-facto targeting of care

based on (implicit or explicit) access and prioritisation rules.

Consumer choice and flexibility is another major goal of modern LTC systems. There

is growing demand for better tailored and more responsive care. Within both universal and

safety-net systems, several OECD countries have opted for providing LTC benefits in the

form of cash entitlements or personal budgets in order to support family care and enhance

autonomous choice for users and sometimes countries provide for both in-kind and

in-cash benefits leaving users with the choice (e.g., Netherlands, Germany, Eastern

European countries, Italy, England) (Da Roit et al., 2007; Glendinning, 2009). In some cases,

the provision of a cash benefit is the sole care-coverage entitlement. While some central

and eastern European OECD countries are far away from implementing an LTC system with

extended coverage for nursing and personal care cost, Hungary, Slovakia, and the

Czech Republic have set up cash-for-care schemes which can be used to compensate

family carers and pay for a share of LTC cost (Österle, 2010). In Italy, use of the cash-for-care

allowance, initially set up to provide income-replacement to disabled people unable to

work, has grown to 4% of the population in 2004 (between 6 and 22% of the elderly,

depending on the region), and is today the main and most significant source of financial

support for elderly in need of long-term care (IRCCS-INRCA, 2009).
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These direct payments bring more choice over alternative providers (including, in

some cases between formal and informal carers) and can strengthen the role of

households in the care-management process (Lundsgaard, 2005). Yet, it can be more

difficult to exert control over the way cash benefits are utilised. If the value of benefits is

not adjusted for cost inflation, it leads to a real loss in purchasing value of the benefit,

exposing recipients to higher out-of-pocket expenses.

Maintaining cost growth within financially and fiscally sustainable limits14 will be a

key goal for the future. As the available pool of informal carers is likely to shrink, much in

line with the overall working-age populations, there will be pressure to increase formal

provision of LTC in OECD countries. Population ageing is pushing up public LTC

expenditure, probably at faster rates than the growth in government revenues. Demands

for better quality and responsive care systems are likely to continue. Although some goals

of an LTC system such as broad access and ensuring equity can be achieved by expanding

the comprehensiveness of coverage arrangements, these can rapidly lead to higher costs,

and may have unintended negative impacts on the supply of (already shrinking) family

carers. If costs grow more rapidly than the economy, this means that governments will

either need to give up on spending in other areas or raise contributions/taxes to pay for

higher LTC cost. Alternatively, and especially in the current economic and fiscal

environment, governments will need to consider ways to ensure value from LTC spending.

This means that private collective financing arrangements could have a role in

complementing public coverage, at least in some countries. This also means that reforms

in the delivery of long-term care services may need to consider improvements in

productivity. These issues will be further discussed in the next chapters.

7.5. Conclusions
The fact that the cost of LTC can be high and an individual’s need for LTC is uncertain,

indicate the need for a LTC coverage mechanism, such as LTC insurance. LTC coverage pools

risks and ensures protection against potentially catastrophic LTC costs. Although LTC involves

a complex mix of services, several countries have similar LTC coverage approaches.

In ten OECD countries, LTC coverage is universal within a single programme while, at the

opposite side of the spectrum, the United States and England use means-tested schemes. LTC

coverage may also be provided through a mix of different universal programmes and benefits

operating alongside, or a mix of universal and means-tested entitlements.

Assessing the comprehensiveness of a LTC coverage system is not easy. Several

dimensions need to be taken into consideration, the first of which are the eligibility rules.

The second dimension is the breadth of coverage, since LTC comprises multiple services,

delivered by different providers in a mix of settings. The third dimension is cost sharing,

showing the level of protection of the public LTC scheme against LTC costs.

OECD countries are at different stages of developing formal LTC delivery, due to ageing

structures, attitudes towards family responsibilities for caring and the size of the economy.

Nevertheless, countries are evolving in some common directions. Some means-tested

approaches have been called into question, while, in universal systems, the range of

services covered has also been subject to scrutiny. Consumer choice and flexibility have

become a major goal of modern LTC systems. In the future, maintaining cost growth within

financially sustainable limits will be a key goal.
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Notes

1. In the past decade, the health component of total long-term care has increased, in per capita
terms, at an annual average of over 7% in real terms across 22 OECD countries, compared to an
average real per capita health spending growth of slightly over 4%.

2. The source of the information included in this section is the OECD 2009-10 Questionnaire on
Long-term Care Workforce and Financing and other articles indicated in text. Country descriptions
of LTC systems across the OECD are available at: www.oecd.org/health/longtermcare.

3. The classification presented here is not the only possible taxonomy of LTC coverage. For example,
Kraus et al. (2010) classify 21 European LTC systems according to system characteristics,
summarised in the dimensions of organisational depth and financial generosity.

4. The term universal means that all those needing LTC because of their dependency status would
receive it, including higher-income groups, although individuals may still be required to pay for a
share of the cost.

5. Means-testing refers to assessment of the financial “means” (income and assets) of a person to
determine whether the person is eligible for LTC benefits.

6. Cash benefits made up 0.7% of GDP, out of the total expenditure on LTC in 2006 of EUR 3.3 billion,
or 1.1% of GDP (BMSK, 2008). In-kind services can be bought, using the Pflegegeld to cover costs.
According to local Länder arrangements, the beneficiary may opt for benefits in kind if they are
better suited for care needs. In-kind nursing home-care benefits provided by Länder often require
income and asset-related co-payments, depending on care needs.

7. In 2007, close to 1.1 million individuals received a total EUR 4.5 billion (about 0.25 of GDP) in APA
benefits. About 40% of APA beneficiaries were living in institutions.

8. The system is implemented incrementally starting with provisions for those with the severest
(degree III) disability from January 2007, with the aim of covering those with milder disabilities by
the end of 2014.

9. This is the role of the Caisse nationale de solidarité pour l’autonomie in France.

10. Medicare pays for some post-acute care, accounting for 24% of spending. Private LTC insurance
pays for 9%.

11. Although there can be differences across municipalities.

12. Such as obligations to provide LTC coverage written into specific laws or Acts (Merlis, 2004).

13. Under basic demographic scenarios, health spending (excluding long-term care) is expected to
growth by just over 50% between 200 and 2050, while long-term care spending is expected to grow
by 150% (OECD, 2001; and OECD, 2006).

14. See definitions in Chapter 9.
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Chapter 8 

Private Long-term Care Insurance: 
A Niche or a “Big Tent”?

Given the expected increase in total long-term care (LTC) expenditure, there is
interest in some OECD countries in the potential role of private LTC insurance.
Indeed, financial planning for retirement may include the subscription to a private
LTC coverage product to protect one’s income and assets against the risk of needing
long-term care, in order to reduce the burden it would create on the family and
provide more choices regarding the care received. But, there are very different views
regarding the merit of private LTC coverage. For some, this could leverage new
financial resources towards long-term care, thereby alleviating future potential
pressures for governments to increase their support. For others, it could represent a
less efficient and more costly way to ensure universal and comprehensive coverage,
relative to public pooling. However, private long-term care coverage arrangements
represent small markets in OECD countries. This chapter describes and analyses the
role and size of private LTC coverage arrangements across OECD countries. It
examines the potential factors affecting the size of LTC insurance markets and
countries’ initiatives to encourage its development. It then discusses the role that
private insurance arrangements could play in LTC systems in the future.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The use of such
data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements in the West
Bank under the terms of international law.
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8. PRIVATE LONG-TERM CARE INSURANCE: A NICHE OR A “BIG TENT”?
8.1. A small number of OECD countries account for the largest markets
In OECD countries where private LTC insurance is sold, the market is generally small.

As shown in Figure 8.1, private insurance arrangements play the largest role in the

United States and Japan financing about 5 to 7% of total LTC expenditures; but they

generally account for less than 2% of total LTC spending. Typically, private LTC insurance

arrangements develop around a country’s public LTC system, either to complement

available public coverage, or provide benefits where there is no public LTC coverage. For

instance, in Germany, private LTC insurance offers substitute cover to the population who

opts out of the public LTC insurance. In the United States, most of the buyers of private LTC

insurance are not eligible for Medicaid, which is targeted to the poor. Private LTC insurance

can also offer complementary coverage for the portion of the LTC cost not covered under

universal public plans, such as in France, Belgium, Japan and Germany.

Information on the proportion of the population covered by private coverage

arrangements is limited; the literature points to the United States and France as two of the

leading markets in terms of the population coverage. In the United States, about 5% of the

population aged 40 and over holds a LTC insurance policy. In France, in 2010 about 15%1 of

the population aged 40 and over, held a LTC insurance policy.

Figure 8.1. The private LTC insurance market is small
Share of total LTC spending

Note: Data refer to 2008 for Canada, Estonia, France, Hungary, Germany, New Zealand and Slovenia; 2007 for
Australia, and Switzerland; 2006 for Japan and Portugal; 2005 for the Netherlands. Except in the case of the
Netherlands, New Zealand, Slovenia and Spain, data refer to long-term nursing care only.

Source: OECD System of Health Accounts, 2010; and US Department of Health and Human Services, 2010.
1 2 http://dx.doi.org/10.1787/888932401653
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8. PRIVATE LONG-TERM CARE INSURANCE: A NICHE OR A “BIG TENT”?
A wide range of private LTC coverage arrangements with varying eligibility rules, benefit

triggers and benefits paid can be found in OECD countries. Two main products have emerged

over time, the reimbursement model, designed in line with private health insurance

arrangements, and the indemnity model designed in line with annuity contracts.

Reimbursement policies are the dominant model of private insurance arrangements

in the United States. Typically, they provide the eligible recipient with an indemnity up to

a designated limit to cover for nursing home, home or outpatient care expenses. There is a

wide selection of reimbursement policies in the United States in terms of, for instance, the

maximum amount of benefits payable (per day, per week, per month or for a maximum

number of years), waiting periods before one can receive benefits (duration of deductible)

as well as benefits protection against inflation. Recently, indemnity policies have started

being offered in the market.

In France, indemnity policies are the dominant model. Typically, they provide eligible

recipients with a fixed level of monthly benefits for life, once the insuree meets criteria set

in the policy regarding the level of dependency and waiting period. About 20% of indemnity

policies solely cover the risk associated with severe or very severe levels of dependency,

while about 80% also cover the risk associated with moderate levels of dependency (FFSA,

2009). Again, there is a wide array of indemnity policies available in France.

In Germany, two types of private long-term care insurance products have developed.

First, as part of the implementation of the compulsory LTC insurance system established

in 1995 and consistent with the structure of the health insurance system, a compulsory

private LTC insurance pays for individuals who have opted out of social health insurance.

This market provides coverage for about 9% of Germany’s population and is highly regulated

(Arntz et al., 2007). Second, voluntary LTC insurance insures eligible LTC expenses not

covered by the social LTC insurance programme. In 2009, close to 1.6 million people held

such supplementary private insurance, equivalent to about 3.5% of the German population

aged 40 and over. In this market, the majority of policies sold are indemnity policies.

In Belgium – in line with the structure of its public LTC system, which is mainly

provided as part of public health insurance – private coverage for the portion of health

services not reimbursed by public health insurance can be obtained through complementary

mutual health insurance, which are of a reimbursement type. As a stand-alone policy,

private LTC insurance is not available in Belgium.

In Japan, private LTC policies are available either as principal coverage or as a rider to

main life/medical insurance policies. Generally, they allow the insured to receive cash

benefits once reaching a certain level of dependency.2 Cash payments can take the form of

a lump sum, an annuity or mix of the two. Some estimates suggest that since the

introduction of the public LTC insurance, in 2000, the size of the private market has

stagnated and remained low (Tachibanaki et al., 2006, Yasukawa and Inoue, 2007). In 2000,

about 2 million individuals, equivalent to about 3% of the population aged 40 and over, had

taken out LTC insurance (Taleyson, 2003).

In the United Kingdom, the market for long-term care financial plans is very small.

Information from the Association of British Insurers (ABI) suggests that at the end of 2008,

the total number of long-term care policies in force was of about 40 000, which is equivalent

to less than 0.05% of the population aged 40 and over. Other private LTC insurance markets

are emerging, such as Canada and Italy, predominantly based on indemnity policies.
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Recent market developments in some OECD countries suggest that insurance providers

are moving towards private LTC indemnity policies providing a fixed cash benefit to

qualifying insurees, which can be used according to the insurees’ preferences. The main

Box 8.1. Who buys and what products? 
The case of the United States and France

In the United States, in exchange for an annual payment of about USD 2 100 to USD 2 500
per year (2008), a single 60-years-old could typically obtain an individual LTC insurance
policy that would pay up to USD 150 a day for covered services including nursing home
services, assisted living facilities, home-care services and adult day care for a maximum
length of three years. Benefits would typically start to be paid 90 days after an insured
individual qualifies for LTC. In addition, the policy would typically provide for inflation
protection, such that the maximum daily amount would be increased by 5% compounded
annually (Tumlinson et al., 2009).

A study prepared for the America’s Health Insurance Plans provides information on
some socio-demographic characteristics of individuals who purchased LTC insurance
in 2005. More than 60% of buyers were between 55 and 70 years of age, more than 55% were
female and about 60% were college graduates. More than 70% were married, with reported
income above USD 50 000 a year and total liquid assets of USD 100 000 and over. In 2005,
90% of individual LTC insurance bought provided coverage for institutional and home
services. The average daily benefit amount was slightly higher for nursing-home care
(USD 142) than home care (USD 135) and the average policy duration was about five years.
Average waiting periods before receiving benefits was 80 days and about 75% of policies
bought had inflation protection. The average annual premium of individual LTC insurance
policies was just above USD 1 900 per year representing about 7% of the average income of
the elderly population age 65 and over (McDonnell, 2010). Close to 30% of the LTC
insurance market in the United States consists of group insurance policies.

In France, in exchange of an annual payment of about EUR 400 and EUR 500 per year (2008),
an individual of about 60 years of age could obtain an individual LTC insurance policy that
would pay about EUR 600 a month in the event of severe or very severe dependency
(dépendance lourde) and between about EUR 200 and EUR 400 a month in the event of
moderate dependency (dépendance partielle). Generally, benefits would start to be paid three
months after an insured individual qualifies for LTC. LTC insurance coverage can provide for
inflation protection, but both the monthly benefit amount and the premium levels will
typically be subject to annual increases (FFSA, 2009; Dufour-Kippelen, 2008).

In France, in 2008, the majority of subscribers to an individual LTC insurance policy were
aged between 56 and 66 years (FFSA, 2009). An empirical study using the SHARE database
has examined a number of factors affecting the probability of holding an individual LTC
insurance policy in France. According to this study, among the population 50 years and over,
those that are relatively younger, that are married or have children, that have attained a
higher level of education or that expect to leave a relatively large estate/bequest are more
likely to subscribe to an individual LTC insurance (Courbage and Roudault, 2007). In 2008,
buyers of individual long-term care insurance policies, paid an average premium of about
EUR 360 a year, while the average level of monthly benefits was about EUR 540 per insuree.
In 2008, among individuals covered by insurance contracts still in force, about 45% solely had
coverage for severe or very severe levels of dependency. Generally, individual insurance
contracts include waiting periods before receiving benefits of about three months and about
75% of them offer inflation protection. The group LTC insurance market is large in France
and represented about 45% of the LTC insurance contracts in 2009 (FFSA, 2009; 2010).
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advantages of the indemnity model are the simplicity and flexibility it offers to subscribers

and its conduciveness to facilitate the management of the financial risk associated with

dependency for providers. More specifically, under the indemnity model insurance providers

need to gauge the prevalence of dependency among a group of insurees over time, which can

be defined in a more robust manner especially for severe and very severe level of

dependencies. This contrasts with reimbursement policies under which an insurance

provider typically needs to gauge both the prevalence of dependency among a group of

insurees as well as the level of care that will be required at a given level of dependency over

time, which is more uncertain and difficult to foresee (Cremer and Pestieau, 2009).

8.2. Market failures and “consumers myopia” explain why the private LTC 
insurance is small

In theory, the significant financial uncertainties in terms of potential need, intensity

and duration of long-term care provide a powerful rationale for sharing this risk across

individuals (see Box 8.2 for a conceptual assessment of private pooling arrangements). Yet,

in countries where private LTC insurance is sold, population coverage remains low. The

literature, mainly from the United States, points to a number of factors explaining the

difficulty of developing comprehensive markets for private LTC coverage.

Box 8.2. Assessment of private LTC pooling arrangements

The role that private LTC insurance coverage can play is subject to debate among policy
makers and experts alike. This section assesses the potential benefits and shortcomings of
private LTC pooling arrangements with respect to access, comprehensiveness, financial
sustainability, equity in financing and quality of LTC services.

While private LTC can increase the ability of most individuals to pay for potential future
LTC expenses (Doty et al., 2010), it is generally not accessible to the whole population. For
instance, private pooling arrangements typically exclude the most vulnerable segment of
the population such as those who are currently using LTC services or those with a high risk
of using them in the short term (e.g., individuals over 70 years of age).

Private LTC insurance plans, like many public coverage programmes, do not cover all
expenses associated with LTC. Private LTC insurance typically provides for a pre-defined
benefit package under which maximum benefit amounts are set. While individuals
generally have the choice among more or less comprehensive policies at corresponding
prices, modest and middle-income individuals may opt for less coverage at affordable
premium levels, still leaving them at risk of facing significant LTC expenses.

Private LTC pooling arrangements could have the potential to leverage new financial
resources and to alleviate future financial pressures on governments. But, thus far, their
impact has been limited. Private pooling arrangements may also provide a framework to
guide the financing of future LTC expenditures. Private pooling arrangements are, in
principle, fully funded and include a pre-funding element thereby accumulating reserves
to face the expected growing need for benefits pay-out in the future. Nevertheless, as the
number of insurance providers increase, an increasing share of premium payment may be
used for administrative purposes instead of financing future expected LTC expenditures
and premium levels may still rise.

Risk-related pricing, which is predominately used for the management of private
pooling arrangements, can alleviate some inter-generational equity concerns with respect
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First, well-known market failures due to asymmetric information in the private LTC

insurance market, such as adverse selection and moral hazard, lead insurers to protect

themselves by limiting access to coverage. Adverse selection would translate in only those

with high-perceived LTC risk buying in or keeping the insurance policy, while moral hazard

would translate in insures using more LTC services that they would have required because

they are covered. With a view to mitigating adverse selection, insurers typically limit

eligibility to a private LTC insurance to those with no pre-existing health conditions

associated with dependency. This is often referred to as underwriting.3

Second, insurers face significant uncertainty regarding future costs, or the evolution of

supply and organisation arrangements for long-term care. For instance, future trends in

the onset of dependency are unknown, and there is uncertainty with respect to the costs of

providing a unit of care as well as with the projected return from the invested accumulated

reserves (Tumlinson et al., 2009). This may result in insurers setting relatively higher

premia or paying lower benefits. For instance, research in the United-States found that the

typical LTC policy purchased marked premia substantially above expected benefits (Brown

and Finkelstein, 2007), thereby reducing value for money for the subscriber. Premium

mark-up may lead to lower demand for private LTC coverage as a result of its higher prices.

In addition, the complexity of certain LTC insurance contracts makes it difficult for

potential insurees to assess value for money.

Third, challenges associated with the ability of insurers to control the covered LTC risk

might also lead to premium volatility. To ensure the financial viability of an insurance plan,

insurance contracts include clauses that allow for the level of premia to increase if the

overall level of risk shared within a pool of insurees increases. For instance, in the wake of

the economic crisis, a number of existing LTC insurance policy holders in the United States

Box 8.2. Assessment of private LTC pooling arrangements (cont.)

to the financing of long-term care. In principle, under risk-related pricing, older eligible
cohorts should contribute more to the pool given their higher likelihood to draw benefits
from it in the short and medium term. However, risk-related premia typically do not relate
to income, so that low and modest-income individuals are required to spend a relatively
larger portion of their disposable income on private insurance. This may disproportionally
affect women who typically have lower average income. This makes them more likely to
not access private pooling arrangements on affordability grounds.

It can be argued that by increasing enrolees’ ability to pay, private LTC insurance can help
some individuals access more quality care. In addition, private LTC benefits, predominately
in the form of cash benefits, may foster personal choice by providing dependent individuals
with more flexibility in their LTC decisions, which may lead to higher well-being. However,
cash benefits alone are not sufficient and dependent individuals, especially those with
cognitive diseases, would generally benefit from formal advice to guide them in the choice
of services and to support them in navigating LTC systems. Furthermore, an increase in one’s
ability to pay will not guarantee an adequate supply of quality service.

On a conceptual basis, while private pooling arrangements can bring about a number of
benefits, they involve inherent drawbacks on accessibility and equity grounds. Public
interventions can aim to mitigate these drawbacks but, in practice, the development of
comprehensive markets for private LTC coverage remains a challenge due to the
combination of supply and demand factors listed above.
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have been subject to an increase in premium (Tergesen and Scism, 2010). Premium

volatility makes the cost of private LTC coverage less predictable and may reduce the

confidence in these types of insurance plans. Alternatively, low consumer confidence can

also arise with respect to one’s likelihood to benefit from such a plan.

Fourth, low demand for private LTC insurance may also reflect individuals’ myopia in

planning for the financial risk associated with long-term care. For instance, the risk

associated with dependency is often deemed as too remote to warrant coverage starting at

a relatively young age. Individuals’ perceptions on the level of public support also affect the

perceived need to hold private coverage. These may translate in individuals delaying until

an older age decisions regarding the purchase of a private LTC coverage, when they are

more likely to face high premia and less likely to pass underwriting tests.

Fifth, low demand may also reflect competing financial obligations and priorities

faced by individuals and families, such as paying for children’ education, schooling, and

buying a house. It can be argued that for working-age households, the purchase of a LTC

insurance should take place once a sufficient level of retirement savings have been

accumulated and life insurance policies have been acquired. For households with low

income, the cost of subscribing to a private LTC coverage can represent a high share of their

disposable income. Some studies note the relatively small proportion (around 20%) of the

United States population that can afford private LTC coverage (Melis, 2003).

Last, the availability of potential substitutes such as public coverage programmes can

play a role in mitigating the demand for private LTC insurance. Given individuals’ expected

income and asset situation, and the comprehensiveness of public LTC coverage,

willingness to buy private LTC insurance may be low. It could also be argued that the

availability of family or friends providing care assistance may mitigate incentives to

purchase insurance, although in France households with children have a higher probability

to subscribe to private LTC coverage (Courbage and Roudault, 2007).

8.3. Policy and private-sector initiatives to increase take up

Regulations and fiscal policy

Regulatory intervention and tax incentives can be used to reach a number of policy

goals such as fostering broader access to private LTC coverage, promoting the development

of certain types of insurance schemes through, for example, standardisation of insurance

contracts or the establishment of minimum requirements as well as promoting

competition among insurance providers.

Tax incentives effectively aim at reducing the purchase price of a private LTC

insurance, in order to stimulate demand.4 Providing preferential tax treatment to private

LTC schemes is often cited has a mean for governments to increase awareness of LTC risks

as well as to signal the importance of advance planning. Preferential tax treatment for

private LTC insurance exists in the United States, Spain, Mexico or Austria. Typical tax

advantages include deductions or tax credits based on the level of private LTC insurance

premium paid. In Mexico and in Australia, subject to limits, an individual may be eligible

for a tax allowance equivalent to the amount of premium paid. In the United States,

premia paid towards qualifying private LTC policies are considered as eligible health

expenses which can be deducted when exceeding a given share of an individual’s income.

In the United States as well as in Spain, preferential tax treatment is also provided by
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excluding from an employee’s taxable income the value of premia paid by employers as

part of a group LTC insurance plan.

Generally, regulations aim at protecting individuals who purchase insurance as well as

enhancing the quality of insurance products sold, for example by limiting the ability of

insurance providers to cancel contracts or to alter premium levels following a change in an

insuree’s condition. Regulations also typically provide for risk-management frameworks to

ensure the solvency of insurance plans.

For first-time purchasers, in many OECD countries, there are few limitations on an

insurer’s ability to impose exclusions on coverage based on pre-existing conditions as well

as considering health-related factors as part of premium setting. For member countries of

the European Union, EU law does not permit governments to regulate private insurance

contracts and impose access-related standards, except in cases where private coverage

plays a primary or alternative role to a compulsory social cover scheme. For instance,

specific LTC regulations have been implemented in Germany as part of its compulsory

private long-term care insurance market, which specify that premia and benefits be

established in line with those of the social compulsory LTC insurance. Compulsory

long-term care premia are also limited to maximum premium paid under the public social

long-term care insurance system and providers generally cannot exclude or charge extra

premia for those with pre-existing conditions.5

In the United States, as a complement to existing state regulations, the federal Health

Insurance Portability and Accountability Act (HIPAA), outlines the requirements private

LTC plans must meet in order to qualify for preferential federal tax treatment. Under

HIPAA, coverage must begin when a person is certified as needing substantial assistance

with at least two of the six ADLs due to a loss of functional capacity, or requiring

substantial supervision because of a severe cognitive impairment. Functional limitations

need to last for more than 90 consecutive days. Insurance providers must offer inflation

protection and non-forfeiture benefits. Currently, most policies sold in the United States

meet those requirements and are therefore eligible to the tax reduction.

Building public/private partnerships

In some OECD countries, the interaction between private LTC insurance coverage and

public systems is regulated or specific programmes are designed to encourage

complementarity between private and public coverage mechanisms.

In 1987, specific private-public partnership initiatives were established in four states

(i.e. California, Connecticut, Indiana and New York) in the United States. The public-private

partnership programmes have been designed to encourage individuals, especially

moderate and middle-income individuals, to purchase LTC insurance. They were aimed at

promoting higher quality insurance products. This was achieved by a better co-ordination

between Medicaid assets eligibility rules and the level of benefits received under a private

LTC insurance, such that if a policy holder received USD 100 000 in benefits from her

Partnership-qualified LTC insurance policy, she could retain USD 100 000 worth of assets

over and above the State’s Medicaid asset threshold. Since the passing of the Deficit

Reduction Act of 2005, which allowed for the expansion of the LTC Partnership Programme

to all states, most states currently have active Long-term Care Insurance Partnership

Programmes. On balance, the partnership has had mixed results. For instance, while the

partnership did promote higher quality insurance products, it still only represents a small
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share of the overall LTC insurance market in the four initially participating states. In

addition, the partnership has had mitigated success in attracting moderate and

middle-income individuals to obtain LTC coverage (Alliance for Health Reform, 2007).

Singapore, which is not an OECD member, launched the Eldershield programme

in 2002. Eldershield represents a different type of public-private partnership under which

the programme is designed by the Government, but priced, sold and managed by private

insurers (Hoffman, 2009). In 2009, three private insurance providers delivered and

managed Eldershield. One feature of the Eldershield programme is that it provides for

automatic enrolment, with an opting-out option (similar to the proposed Class Act in the

United States). Enrolment is automatic for most aged 40 years, except for those already

unable to perform three of the six defined activities of daily living. Individuals are provided

with an initial window of three months to opt out of the plan. After opting out of the plan

the option of opting-in remains but the individual will be subject to higher premia and

underwriting. At the end of 2006, about 750 000 or about 50% of the population older than

40 years of age were covered under Eldershield. In addition, the opt-out rate has declined

since the inception of the programme. In 2006, from those eligible and automatically

enrolled in the programme, 14% opted out of the programme relative to 38% when the

programme was first launched (Wong, 2007) (see also Box 8.3).

Box 8.3. Public/private partnership, experience 
in the United States and Singapore

As part of the Partnership programme, in the United States, a qualified policy is certified by
the state. It typically provides for comprehensive benefits (at home and in institutions) and
includes state specific provisions for inflation protection. Evaluation of the Partnership
programme suggests that it had reached about 200 000 individuals by 2006, and that about 80%
of those who purchased a partnership insurance policy would have purchased a “traditional”
policy in the absence of the programme. In addition, the level of household income and assets
of Partnership policy holders is comparable, on average, to the one of “traditional” LTC
insurance policy holders (United States Government Accountability Office, 2007).

Under the Eldershield program, in Singapore, premia are typically age and gender-related
and do not relate to income. Premia are fixed at the age of entry and payable annually
starting from age 40 (i.e., for those who do not opt out) until age 65, unless they become
eligible to benefit payout. After the premium paying period (typically up to 65 years of age),
an individual is covered for life. In addition, Eldershield also includes a non-forfeiture
feature that allows a policy member who fails to make a given premium payment to retain
some benefit coverage as long as a minimum amount of the premium are paid.

Eldershield targets benefits to those with severe disability (unable to perform three of
the six defined activities of daily living) and has been designed according to the fixed
indemnity model. When first introduced, eligible individuals would receive a benefit of
SGD 300 per month up to five years. In 2007, the plan was enhanced to SGD 400 per month
up to 6 years. For comparison purposes, depending on one’s functional status as well as
the quality of accommodation (e.g., number of beds in one room) average nursing home
charges can range from about SGD 1 000 to SGD 3 500 per month (Tan Ling, 2007).
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Reaching the working-age population: The role of group LTC insurance

Group insurance coverage typically takes place in the context of employment and has

the advantage of encouraging early subscription into a private LTC insurance plan. Group

coverage can provide a number of benefits to enrolees, including the potential ability to

negotiate better coverage solutions, as well as lower premia. Group plans may also result in

fewer exclusions, based on the spread risks within a large group. For the insurance

providers, group insurance mitigates the risk of adverse selection with the potential

benefit of reducing the overhead costs associated with underwriting tests.

In France, the group LTC insurance market is large. In 2009, it represented about 45% of

the LTC insurance contracts (FFSA, 2009). Employees covered under a group insurance plan

are generally required to participate in the plan and employers may pay for a portion of the

premia on behalf of the employees. Nevertheless, a portion of the group plans provides

temporary annual coverage for the risk of dependency and does not provide coverage for

future risks once an individual is no longer working (Gisserot, 2007).

Close to 30% of the LTC insurance market in the United States consists of group

insurance policies (America’s Health Insurance Plans, 2007). Some private employers offer

group long-term care insurance coverage as a voluntary benefit. Contrary to group health

insurance coverage, employers do not typically contribute to the premium cost. In

March 2007, 12% of private industry workers were offered long-term care insurance

coverage as part of a group plan (US Bureau of Labor Statistics, 2007).

In addition, in the United States, the federal government, as well as a growing number

of state governments, also offer group long-term care programmes for their employees as

a voluntary benefit. For instance, in 2002, the federal government began offering group

long-term care insurance benefits for federal employees, retirees, and certain family

members. As part of the federal plan, eligible individuals are provided with an enrolment

period, during which they can voluntarily enrol into a group plan. Enrolees pay the entire

premium associated with the plan. In 2005, the average age of federal enrolees was

56 years at the time of enrolment, compared with an average age of 60 for enrolees in

individual products. Preliminary evaluation of the programme found that for a comparable

level of benefits, premia paid as part of the federal programme were generally lower for

both single individuals and married couples compared to similar products available in the

individual market (United States Government Accountability Office, 2006). The evaluation

also found that group insurance products, including the federal programme, expected to

pay a higher percentage in claim payments and lower percentage in administrative costs

compared with individual insurance products. Despite these benefits, participation rates in

group insurance products are relatively low, with about 5 to 8% of the eligible population

enrolling into such plans (United States Government Accountability Office, 2006).

Private sector innovations and mixed insurance products

A number of initiatives, mainly from the private sector, may have the potential to

direct additional private resources towards long-term care. In most cases, initiatives aim at

combining LTC insurance products with other types of financial products (Mayhew et al.,

2010). These innovations generally seek to widen the range of products available and

thereby can help meet the diverse needs of the population, but take-up has generally

remained low across countries.
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Some insurance providers offer LTC insurance policies as part of life insurance

policies, which tend to have a much larger diffusion. Typically, these provide cash advances

in the event that the policy holder requires long-term care for an extended period of time,

paid out of the death benefit or the accumulated savings build into the policy. For elderly

individuals, both life and LTC insurance policies can be seen as pursuing similar ends in

terms of ensuring that there will be some assets left for transfer to survivors. This type of

life insurance policy is available in a number of OECD countries such as the United States,

France, Canada and Australia. In 2008, close to 150 000 individuals (about 5% of the market)

was covered for LTC risk under such an insurance contract in France (FFSA, 2009).

Other financial products provide the possibility to convert home equity, which can

represent a significant portion of the net-worth of elderly individuals, into cash. Reverse

mortgage can provide a means to continue living in one’s home while paying for required

LTC services or to free up some cash in order to subscribe to a LTC insurance. These financial

products have been available for some time in the United States and the United Kingdom

and they are also available in Australia, Denmark, Ireland, Spain and Sweden. In the

United States, two of the three main reverse mortgage products are government insured. In

Ireland, a sort of public “reverse mortgage” programme, called the Nursing Home Loan, has

recently been introduced for those who need long-term nursing-home care. The programme

provides individuals with the flexibility of not selling assets such as their home during their

lifetime in order to pay for their care. The loan can be repaid at any time but will ultimately

fall due for repayment from one’s estate upon death. The loan is provided according to the

personal contribution towards the cost of receiving care in a nursing home. It also has

relatively low upfront charges and applies preferential interest charges over the duration of

the loan equivalent to the consumer price index.

Akin to reverse mortgage-type of financial products, closer ties could be established

between private medical/general retirement savings accounts and the purchased of a

private LTC insurance. This option is available only in a few countries such as the

United States and Singapore. In Singapore, savings accumulated in a Medisave6 account

can be used to pay for Eldershield premia. In the United States a limited portion,

depending on the enrolee’s age, of the accumulated savings in a health account can be

used to pay for a tax-qualified long-term care insurance. That said, as for private LTC

insurance, evidence shows that individuals with relatively higher level of incomes are

generally more likely to participate to private medical/general retirement savings

account. In addition, it could be argued that increasing private savings to meet the

private costs associated with LTC does not represent the most efficient means to pay for

these costs, as it does not allow for the sharing of the risks associated with activity

limitations across the population (Productivity Commission, 2011).

Long-term care insurance has also been combined with life annuities (Box 8.4). A life

annuity provides for a series of regular payments over a specified and defined period of

time in exchange for a single premium payment made at the outset. Relative to a

traditional life annuity, a life/LTC annuity will typically provide for a reduced life annuity in

exchange of an augmented one once the need for long-term care arises. The market for

such annuities is fairly narrow as the purchase of an annuity requires a significant up-front

single premium payment. Such life/LTC annuities are available for example in the

United States and the United Kingdom.
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Up to now, these innovations have had a limited impact in improving access to LTC

coverage. Nevertheless, some are more promising than others. For instance, the

combination of life and LTC insurance policies as well as “reverse mortgages” provide

seniors with different avenues for mobilising additional liquidity out of their accumulated

assets to pay for LTC-related expenses (see Chapter 9 for a more detailed discussion on this

issue). Nevertheless, while these products widen the range of possibilities to direct

resources towards LTC, the subscription to a private LTC insurance is likely to pay for a

more significant share of LTC expenses.

8.4. Conclusions: Private long-term care insurance has some potentials 
but is likely to remain a niche product

As a pooling mechanism, private LTC insurance has the potential to help individuals

and families manage more effectively the risk of facing significant out-of-pocket LTC

expenses. In fact, as seen in Chapter 7, public LTC coverage systems across OECD countries

require users to share a portion of the cost for their care, albeit at a different levels. Yet,

even in countries where public LTC coverage is less comprehensive, people continue to rely

predominantly upon out-of-pocket payments (and therefore upon their savings), or on

family-based arrangements. This outcome reflects, in part, people’s lack of awareness of

the financial risk associated with LTC and understanding of what private LTC insurance

can do in mitigating this risk. Given that the efficiency of LTC pooling mechanisms

Box 8.4. Additional information on reverse-mortgage and life/LTC annuities

The “reverse mortgage” or “home equity conversion mortgage” does not have specific income
requirement, so that home owners with low and moderate income can borrow. In addition, a
loan does not need to be repaid by the home owner unless they wish to sell and/or move. For
example, individuals who move from their home to an assisted living home or a nursing home
for more than a given period of time (e.g. 12 months) can be required to pay the loan back. Cash
received from a reverse mortgage can be used for any purpose. Ultimately, the loan is payable
from one’s estate upon death. Lastly, reverse mortgage is not the only alternative available to
elderly home owners to convert home equity into cash. Other alternatives can include selling
one’s home, downsizing to a smaller home or taking a home loan. Depending on individual
circumstances and preferences, those alternatives may be preferable to subscribing to a
reverse mortgage contract, which can be complicated and costly.

There are two main types of life annuity products which include a LTC component. These
can be referred to as “immediate LTC annuity” and “deferred LTC annuity”. Under a deferred
LTC annuity, a share of the single premium payment is allocated to LTC insurance funds,
which can be accessed in the event that long-term care expenses are incurred. Generally,
the rules of the annuity define how much can be accessed on a monthly basis from the
long-term care fund. Depending on the annuity, underwriting test can be less stringent
compared to those used in the private LTC insurance market. Immediate long-term care
annuity plans are typically designed to cover the actual expenses associated with
long-term care. Under such arrangement, an individual already in need of care can pay a
single premium to buy a policy which will begin to pay for some or all of care expenses
incurred for life. Under such arrangements, the “pool” of fund is shared among individuals
who already are dependent so that risk sharing takes place over the period of time over
which an individual will require long-term care.
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generally tend to improve through broad and early subscription, some OECD countries

have intervened through regulation or fiscal policies to encourage broader coverage.

Public initiatives have ranged from enhancing the quality of LTC insurance products, to

lowering the purchase price of a private LTC insurance, enhancing the complementarity

between public and private LTC coverage, or making the subscription to a private LTC

insurance automatic with an opting-out option. Thus far, in the context of voluntary pooling

arrangements, public initiatives have generally had limited success in broadening access to

private LTC coverage. But, some public initiatives seem to be less cost-effective than others.

For instance, preferential tax treatment needs to be considered carefully in terms of its

effectiveness to affect demand. More specifically, most of the fiscal cost of a tax measure can

take the form of a “windfall” to those relatively better-off individuals, who would have

purchased the insurance even in the absence of the tax reduction. Alternatively, support

towards the purchase of a private LTC insurance could be targeted to lower-income

individuals thereby compensating for the regressiveness of risk-related premiums.

Group LTC insurance can also represent an avenue for reaching working-age

individuals so as to promote early subscription into a private LTC plan. While employers

may see little benefit in contributing to an insurance covering the risk associated with

dependency beyond an employee’s working life, group insurance can still benefit

employees through lower premia and higher-quality benefit packages. Still, not all workers

are involved in paid employment. In addition, with increasing labour mobility and the

onset of dependency typically arising well after retirement age, group LTC insurance can

raise issues of portability and continued access to coverage. Portability features, either

from one group-plan to another or from a group-plan to an individual plan, can play a role

in ensuring continued access to LTC coverage as well as non-forfeiture benefit features,

which allow policy subscribers to retain some LTC coverage even if they were to stop paying

into the plan after retirement.

To date, evidence suggests that left on their own device, voluntary private LTC pooling

mechanisms will remain niche products, which principally serve the segment of the

population with relatively higher income and accumulated assets (Ergas and Paolucci,

2010). The market could potentially expand as younger generations become better aware of

the financial risk associated with LTC based on the experience of their elders, and become

more comfortable with LTC insurance products and their underlying features

(Zhou-Richter et al., 2010). Nevertheless, unless mandatory, any expansion of the voluntary

market will be subject to perennial supply and demand issues inherent to private coverage.

Notes

1. In 2009, about 1 million individuals had subscribed to an individual LTC insurance. In addition,
close to 850 000 individuals had subscribed to a group LTC insurance coverage while about
150 000 had complementary coverage through a life insurance policy (Fédération Française des
Sociétés d’Assurance, 2010). Furthermore in 2010, about 3 million individuals had coverage against
the risk of dependency through mutual insurance contracts (Caisse Nationale de Solidarité pour
l’Autonomie, 2010).

2. Private LTC insurance eligibility criteria can differ from the eligibility criteria of the public LTC
insurance system.

3. Through underwriting an insurance provider determines the risk associated with an applicant,
which can result in the provider declining to offer a policy.
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4. Evidence on the elasticity of demand of LTC private insurance is limited and suggests that
elasticity may be around 1.25 (Gopi Shah, 2010; Cohen and Weinrobe, 2000). Assuming that all
policies sold are eligible to the tax incentive, more than 75% of the incentive would be targeted to
individuals who would have subscribed to a policy in the absence of the tax reduction.

5. Insurance providers must also participate in a system of risk equalisation for premia.

6. Medisave is a mandatory saving scheme meant to help individuals pay for medical expenses after
retirement.
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Chapter 9 

Where To? 
Providing Fair Protection 

Against Long-term Care Costs 
and Financial Sustainability

For most individuals, it is difficult to foresee whether long-term care (LTC) will be
required in the future, and if so, the type, the duration and the cost of that care. Over
the next decades, public expenditure in most OECD countries is expected to grow
rapidly, in most part because of the expected increase in age-related expenditure,
such as public pension, health and LTC services. Generally, given current tax mixes
and levels, expected revenues are set to grow at a slower rate than expenditures,
with the potential risk of shifting their cost to future generations. The policy
challenge can thus be framed as providing fair protection against the financial risk
associated with long-term care, while ensuring that the way LTC revenues and
expenditures is sustainable in the long-run. Targeted universalism and a forward-
looking set of collective financing policies have the potential to help striking a
reasonable balance between these two competing priorities. This is what this
chapter will examine.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The use of such
data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements in the West
Bank under the terms of international law.
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9.1. Why provide financial protection against long-term care cost?
For most individuals, saving enough money to meet the financial uncertainty

associated with dependency is unattainable. Whether public or private, risk pooling

mechanisms – that is, financial mechanisms to share the responsibility for financing

long-term care (LTC) cost across a “pool” of individuals – provide them a means to obtain

coverage against that risk at a lower cost. Despite improvements in coverage of LTC cost

over time (see Chapter 7), formal LTC cost can still be high and represent a significant

burden on users in several OECD countries. This chapter starts by arguing that there is a

need to provide for a basic protection for all against the risk of LTC. Fair protection refers to

the notion of ability to pay relative to the level of care needs.

The chapter then suggests that a universal policy design does not prevent the

targeting of higher benefits and services to those who need it the most. In fact, the main

challenge for LTC services and systems will be how to ensure that financing of the system

is sustainable in the longer run. Fiscal sustainability refers to the extent to which a given

set of fiscal policies for LTC does not shift too large a financial burden on future generations

(i.e., intergenerational fiscal equity) and ensure that “ends meet”. OECD countries use

several mechanisms to align LTC revenues and expenditures. Yet, in the longer run, a set of

forward-looking fiscal policies can help promote a fair sharing of LTC financing within and

across generations.

While the policy challenge differs depending on how comprehensive existing LTC

systems are, finding the right balance between fair protection and financial sustainability

will ultimately depend on countries’ views on an efficient and fair allocation of resources

among the population and across generations.

9.2. Improving protection against catastrophic care cost calls for universal 
LTC entitlement

On both fairness and efficiency grounds, there is a rationale for providing some basic

universal coverage for personal-care services regardless of individual financial means. This

is why many countries have opted or are moving to universal coverage. But, as observed in

Chapter 7, within the confine of universalism, there are many ways to target/direct support

where the need is the highest, and thus ensure both fairness and value for money.

Hereafter this concept will be generally referred to as targeted universalism.

Taking fairness and access first, the expenses associated with even relatively low care

needs (i.e. ten hours per week) can exceed 60% of a senior’s disposable income for low and

moderate-income individuals, up to the fourth deciles (Figure 9.1).1 In addition, these

households typically have no or little savings to spend down on LTC. For those requiring a

larger range of LTC services (i.e., 25 hours a week), the expenses associated with care can

exceed 60% of the disposable income for those up to the 8th income deciles (Figure 9.2).

Even for relatively higher income seniors, high-intensity LTC cost represents a significant

burden requiring a rapid run-down of their savings. For most individuals with severe
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functional limitations, long-term care cost can lead to a significant impoverishment and/or

an overreliance on family carers or friends.

There are also good reasons on efficiency grounds for basic universal coverage of LTC

cost. Delivering LTC benefits as part of welfare programmes or programmes of “last resort”,

where entitlement to coverage is subject to a “means” test, may have unintended effects

such as shifting the allocation of benefits towards LTC/health services where public

coverage is provided (e.g., nursing homes or hospitals) as well as leading to potential abuse

Figure 9.1. The cost associated with low-care need is significant 
for low-income seniors

Share of adjusted disposable income for individuals 65 years and over in different income deciles, mid-2000s

Note: Low-care need is defined as 43.33 hours of care per month, at the prevailing rate per hour, excluding public
subsidies, in each respective country.

Source: OECD Secretariat calculation based on the OECD Income Distribution and Poverty Database
(www.oecd.org/els/social/inequality).

1 2 http://dx.doi.org/10.1787/888932401672

Figure 9.2. The cost associated with high-care need is significant for most seniors
Share of adjusted disposable income for individuals 65 years and over in different income deciles, mid-2000s

Note: High-care need is defined as 108.33 hours of care per month, at the prevailing rate per hour, excluding public
subsidies, in each respective country.

Source: OECD Secretariat calculation based on the OECD Income Distribution and Poverty Database
(www.oecd.org/els/social/inequality).

1 2 http://dx.doi.org/10.1787/888932401691
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requiring additional administrative cost (e.g., in the case of assets planning to quality for

care in means-tested eligibility systems).

These are the main reasons why across the OECD there is some movement towards

universal or more comprehensive coverage. As discussed in Chapter 7, most are moving

away from solely delivering personal-care services through a means-tested eligibility

programme. For instance, in the United States, the proposal to implement the Community

Living Assistance Services and Supports Act (CLASS Act, which is discussed in more details

later in this chapter) reflects efforts to provide broader coverage for the financial risk

associated with LTC outside its welfare system, Medicaid.

9.3. Universal care does not exclude targeting: What benefits and for whom?
While some degree of universal entitlement for care costs is warranted, universality

does not mean that there is no room for targeting benefits on the basis of care need. In fact,

as OECD countries age, the trade-off between “fair” protection and fiscal sustainability is

likely to become more difficult to bridge. Although views on the allocation LTC benefits

(e.g., to which disabled people, for what services or how much) differ among countries,

targeted universalism has the potential to help striking a reasonable balance between these

two competing priorities. Using the same framework for analysis of LTC coverage systems

of Chapter 7, the targeting of benefits can take place on three fronts:

● the assessment/eligibility rules (entitlement);

● the basket of services covered (breadth of services covered); and

● the extent of cost sharing (depth of coverage).

Targeting of eligibility

There is a rationale to “target” universal benefits towards those with relatively higher

care needs because of the significant financial cost LTC entails. But, in practice, targeting is

not a simple matter. The concept of “need” involves a number of factors including physical

or cognitive functional limitations, presence of a family carer or unique local circumstances

(rural versus urban) and is inherently subject to interpretation. As a result, one of the main

challenges of targeting is to establish assessment procedures that lead to a fair allocation

of benefits across dependent individuals.

Defining the target

In the OECD, high-care needs are concentrated among the oldest age cohort, which is

typically more likely to have severe or very severe functional limitations (Lafortune et al.,

2007). This means that in many OECD countries, the financial risk associated with LTC is

generally the highest at a time when disposable income is typically the lowest over the

lifetime (Figure 9.3). In 2008, about 50% of LTC recipients were older than 80 years old, of

whom more than 75% were women who are also at highest risk of poverty.

Korea introduced in 2008 a universal LTC system for those aged 65 years and over.2

With a view to containing cost, elderly Koreans with lower care needs are not eligible to LTC

benefits unlike elderly living in countries with more comprehensive systems. Stringent

assessment criteria are also in place in Germany, but not to the same extent as Korea

(Campbell and Ikegami, 2010).

For countries that provide for “broader” universality, better targeting within their

universal system can represent an avenue to contain future expected cost. For instance, Japan’s
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public LTC system covers all individuals aged 40 years and older. As part of its 2009-12

planning cycle, and partly to mitigate future cost increases, seniors assessed with the lowest

care needs have been moved to a prevention scheme with focus on encouraging healthy

ageing (see Chapter 10). In 2010, Austria further targeted the allocation of benefits under

their universal cash allowance (Pflegegeld) by increasing the minimum hours of help per

Figure 9.3. Disposable income falls with age
Adjusted disposable income of different age cohorts relative to the population average, mid-2000s

Source: Calculations from OECD Income Distribution and Poverty Database (www.oecd.org/els/social/inequality).
1 2 http://dx.doi.org/10.1787/888932401710
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month required to become entitled to an allowance for those with relatively lower levels of

care need (level 1 and level 2). In the mid-1990s, Sweden also targeted services and therefore

public expenditure on LTC more closely on the most sick and disabled (OECD, 2005).3

Assessing care needs of the target

Assessment for targeting purposes typically takes into account physical and (at

varying degrees of importance) cognitive limitations. As discussed in Chapter 7, measuring

instruments and especially methods for assessing long-term care needs and required

levels of care vary across countries even though many of the functional capacities which

are measured are similar. When looking at targeting of eligibility, three main issues related

to assessment procedures seem important.

The first one has to do with access, and how to reconcile local flexibility with national

consistency. Local municipalities are typically the first point of contact and often responsible

for the assessment. The rationale for local flexibility is that the environment where a

dependent individual lives (e.g., rural or urban area) affects his/her needs. On the other

hand, too much local flexibility can lead to inconsistencies with respect to who is eligible

for care and to what services. In the United Kingdom, local authorities are ultimately

responsible for setting eligibility criteria. Despite national standards, this has led to what

has been sometimes referred to as “postcode lottery”, whereby people with similar

assessment of needs are entitled to significantly different levels of care.

A second and related issue concerns the extent to which assessors or assessment

tools provide room for interpretation and tailoring to individual circumstances. Most

countries (but not Sweden) have at least one standardised national assessment tool for

determining LTC needs, along with complementary guidelines for interpretation of the

assessment grid. In Germany, the assessment grid is very detailed, yet the assessor may

deviate from it if necessary. Japan, on the other hand, does not allow deviations from the

guidelines of care provision,4 and, like France, utilises automated computer programmes to

compile responses to the assessment grid and help standardise the assessment. While

enabling individual’s care packages to reflect users’ unique circumstances, tailoring can

also make budget planning less predictable and lead to some inconsistencies in the level of

benefits granted to individuals with comparable care needs. Similar issues arise when

people are classified into groups that are homogeneous in the level of care they need – an

approach used by many countries. When there is considerable variance of care needs

within a given group, categorisation of recipients can still raise fairness considerations.

A third issue concerns whom to target. With the exception of Germany, assessment

procedures and benefits systems differ depending on the age of the applicant, such that the

level of support provided tends to be relatively higher for younger than for older dependent

adults. Generally, this reflects the fact that for younger applicants, assessment instruments

take into account ability to work, training capacity, and aim at reintegration into society. Most

countries – such as the United States under the Medicaid programme or the Netherlands –

provide for additional funding for working-age handicapped citizens. Yet it is difficult to

develop standard assessment of such needs, and the approach used for this category of care

recipients is often tailor-made (Ros et al., 2010). In addition, age criteria may be perceived as

unfair, particularly by those just below the age threshold (e.g., 65 years of age).

The reliability and accuracy of LTC care assessment systems also needs to evolve over

time to reflect the changing nature of dependency and identify the right target groups.
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Need assessments are increasingly challenged to better address cognitive limitations, for

example. While taking into account ADL limitations, the actual assessment and related

funding for services may not address adequately the needs of a population with growing

incidence of dementia and Alzheimer. In France, there is ongoing discussion about

developing different scales to better capture cognitive performance and address more

appropriately the needs of future LTC recipients.

Targeting of the benefit package
Universal coverage can apply to a broader or narrower basket of LTC services. However,

decisions about what services to include in the package need to balance the need for

flexibility and control for the user with concerns about cost and effectiveness of the

services included in the package, with respect to coverage for domestic help and to the

mode of providing benefits (cash or in kind).

Support for domestic care or practical help (IADL) provides an example of how difficult

it can be to decide what to include in the package. In a number of OECD countries, public

support for domestic care or practical help (IADL) is subject to less comprehensive coverage

relative to health/nursing care and personal care (ADL). For example, while in Sweden,

Denmark and Luxembourg service coverage includes home adaptation, assistive devices

and IADL support, in-kind benefits in Belgium, Korea and New Zealand focus on support

for ADL. Also, LTC care assessment mechanisms give a significant weight to the inability to

perform ADL relative to IADL (see Chapter 7).

It is typically easier to define the set of basic personal-care services (in terms of type,

length and frequency) needed by a frail or dependent person than it is to define how much

support for domestic care should be required by the user. Determining the basket of

domestic-care services generally involves a greater element of subjectivity (e.g., over the

frequency of shopping trips, where to and for how long). Support for IADL can also be more

readily provided by family, friends or the community, since there is generally more

flexibility with their provision. There is therefore a rationale for targeting support on

nursing care and basic personal-care needs, since their assessment is less subjective and

there are also cost-control considerations. To contain the growth in public LTC expenditures,

support for IADL has for example been removed from the basic LTC coverage and devolved

to municipalities in the Netherlands.

In practice, however, the distinction between personal and domestic help may not be

as clear-cut as first suggested, especially for dependents with higher care needs, with

cognitive limitations or with no or small family or community networks. The distinction

can also be blurred by the fact that the services can be provided together by the same

person or organisation (CIHI, 2007).

The inclusion of support for some IADL activities in the basket of services can also

help delay institutionalisation or prevent a dependent individual with relatively high care

need from moving to more expensive care settings. For instance, one of the main objectives

of Denmark’s LTC system is to encourage and enable the elderly to stay at home for as long

as possible. To that end, support for ADL and IADL are generally available to all dependent

individuals and not subject to co-payments.

Lastly, for the increasing number of dependent individuals with cognitive limitations,

limiting the basket of services to support for personal care may not enable a recipient to live

independently. But deciding the exact range of services needed and how this may vary over

time can be very difficult. For instance, while a frail elderly with early stages of dementia might
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be self-sufficient in relation to personal care, his/her ability to perform IADL tasks associated

with memory and cognitive performance such as using public transit or handling personal

finance might be poor (Avlund and Fromholt, 1998). In recognition of the complexity of

assessing these users’ service needs, the basket of LTC services in Germany covers support for

some IADL activities and, since July 2008, includes an extra benefit for those with cognitive

disease such as those with dementia (Heinicke and Thomsen, 2010). In Luxembourg the basket

of services includes support for official paperwork (Alzheimer-Europe, 2009).

Also relevant to the discussion about targeting of the benefit package is the mode of

benefit provision. As users with relatively higher care needs continue to live at home, defining

the “right” basket of services that recognises each individual’s unique circumstances

– including the presence of a spouse or the availability of children for caring – can be

challenging. An increasing number of OECD countries – the Netherlands, Austria, Germany,

France, Italy and the United Kingdom as well as eastern European countries (see Chapter 1) –

are now providing cash entitlements to care, giving individuals and families more freedom to

make decisions on the care they need, while fostering competition among different LTC

providers. Cash benefits give users choice and flexibility and can help address difficult

arbitrage in determining the composition of a basket of services, for example between

personal care and domestic support. Depending on the level of user direction and users’

specific circumstance, these cash entitlements can typically be used towards other type of

services than ADL services, such as meal preparation and housekeeping.

One of the challenges with providing a cash benefit is to strike the right balance

between safeguarding its proper use and providing personal choice. For instance, in

England, take-up of the Direct Payment, a cash-benefit scheme, has been relatively low

(only 0.2% of the older population, compared to 4.2% recipients in institution in 2006-07).

Restrictions on the use of the payment were identified as one of the barriers limiting their

use (Comas-Herrera et al., 2010). In addition, the way cash benefits are structured plays an

important role in setting expenditure levels over time.

Eligibility for cash benefit schemes can vary according to age, need and income. For

instance, the cash benefit scheme in France (APA) is targeted to those 60 years and older and is

income-related. While cash benefits in the Netherlands apply to all dependents, the amount is

also income-related (Da Roit and Le Bihan, 2010). Typically, benefit levels increase with care

need and can be set to a fixed amount (e.g., Austria, Italy, Germany), subject to national ceilings

(e.g., France) or set according to a number of hours of care needed at a prevailing rate of care per

hour (e.g., Netherlands, Luxembourg). In Germany and the Netherlands, cash benefits are

typically set at a lower level than if provided in-kind. While there is ample flexibility in

determining eligibility criteria and benefit structure, once set cash benefits take the form of an

entitlement and are generally managed through open-ended budgets. As for any benefits, the

introduction of a “new” cash benefit scheme can be subject to uncertainty with respect to its

take-up rate, such that higher-than-expected take-up can lead to higher- than-expected global

budget. This happened recently in the Netherlands with respect to the personal budgets for

dependent people. With a view to remain within the global budget set for 2010, entitlements to

new personal budgets were halted (with some exceptions) once the spending had reached the

global budget set for the year.

Targeting of private contributions towards the cost of care

Lastly, targeting within universal systems can take place on the extent of cost sharing.

As reviewed in Chapter 7, all public LTC coverage systems across OECD countries involve
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an element of private cost sharing, albeit at significantly different levels. The rationale for

using personal contributions can range from mitigating the risk of moral hazard, to

recognising that ability to pay varies across users, and containing cost.

Private cost sharing can take the form of a flat cost-sharing formula (i.e., flat

percentage of LTC services cost). These are currently in place as part of universal public

systems particularly in Japan, Korea and Belgium. One of the main objectives of flat

cost-sharing formula is to provide a price signal such that demand for service is more likely

to reflect the underlying need for that service (Finans Departmentet, 2009). It is also

administratively simple. Nevertheless, flat cost sharing raises distributional considerations

since lower-income dependent individuals as well as those with relatively higher need are

typically required to spend a greater share of their income on those charges. In these

countries, additional support is available through social assistance to compensate for the

negative distributional impact of a flat cost-sharing scheme. In Japan and Belgium there

are upper ceilings on the cost of care born by users.

Cost sharing can also be set as a given share (in some countries up to a given

maximum amounts) of disposable income and/or assets. This is the case, for instance, in

Finland, Ireland, the Netherlands and Sweden (see Chapter 7). The benefit of this approach

is that it provides both certainty and predictability to individuals with respect to the

maximum amount of resources they are expected to allocate towards LTC over time.

Compared with flat cost-sharing schemes, they can be less regressive, especially for those

with relatively higher LTC needs, but can be more complex to administer, since they

require collecting information on income and/or assets and on how these evolve over time.

Cost sharing can also be set as a residual, if any, between the prevailing cost of LTC and

the set amount of public coverage. In Germany and in the Italian disability cash benefit

(“indennita di accompagnamento”), for instance, public coverage is a fixed support which

depends on users’ care need but not on users’ income and assets and is subject to

adjustments over time to reflect recent trends in LTC cost (e.g., Germany in 2008). In Austria

(combination of “Pflegegeld” and other LTC cash benefits) and France (“Allocation personnalisée

d’autonomie”), on the other hand, the amount of support is capped but also varies depending

on users’ care level as well as income and/or assets. Although potentially more complex to

administer, this approach can help control costs by capping benefits and increasing fiscal

predictability for governments. It also takes into account ability to pay and is progressive. On

the down side, it can leave users with uncertainty, especially for those with relatively lower

income and higher care needs, particularly if the amount of public support does not keep

track with the growth in LTC cost over time.

On equity and cost grounds, there is a rationale for requiring higher cost sharing from

those with relatively higher ability to pay. That being said, the determination of the share

of income and/or assets that should be allocated to LTC may depend on country’s views

regarding the balance between collective and individual responsibility for care cost and the

notion of what constitutes “catastrophic LTC expenses” – for example whether LTC

spending is deemed as catastrophic when it exceeds a given percentage of users’ income

and/or assets or a given maximum, or when it leaves a dependent individual with less than

a minimum level of basic income and/or assets.

Potential interactions with targeted personal income tax measures and the structure

of their pension systems also come into play. For instance, as shown in Figure 9.4, public

transfers (e.g., public earnings-related schemes as well as basic and resource-tested
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benefits) generally represent more than 75% of income for half of the elderly with the

lowest income. For elderly with intermediate income levels (those falling in the 6th to the

9th deciles) public transfers can range between 30 to 80% of income. This suggests that for

seniors, a significant share of private cost sharing towards LTC is paid out of public

Figure 9.4. Public transfers provide the bulk of income in old age
Public transfers as a share of the adjusted income of individuals 65 years and over, mid-2000s

Note: Public transfers include earnings-related schemes, basic and resource-tested benefits as well as minimum
programmes. In Finland, mandatory occupational pension plans are included as capital income and are therefore not
accounted as public transfer.

Source: OECD Income Distribution and Poverty Database (www.oecd.org/els/social/inequality).
1 2 http://dx.doi.org/10.1787/888932401729
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transfers such that seniors’ ability to pay for a share of LTC cost is related, in part, to the

comprehensiveness of public pension systems.

9.4. Board and lodging costs in institutions are the main costs that 
LTC users face

A significant share of the costs associated with receiving care in a nursing home

relates to board and lodging (B&L) costs. Depending on the standard and quality of

accommodation (e.g., number of beds in one room), B&L costs can represent more than 50%

of the total cost of residing in a nursing home (Fédération Hospitalière de France, 2010).5

This cost can be prolonged over a long period of time: on average, dependent individuals

reside between two to three years in a nursing home. B&L costs can be high relative to the

ability to pay of senior dependent people. In most countries, the lion’s share of a dependent

disposable income can be used to pay for these costs (e.g. 80 to 85% of one’s disposable

income in Australia, Ireland, Norway or Finland) and may need to draw upon their

accumulated savings to pay for them.

In most OECD countries, this component of LTC cost is generally viewed as a

social/housing risk and is typically not included in public LTC coverage. Assistance is

generally targeted to low-income people as part of existing social-assistance or housing

subsidy programmes, with the exception of a few countries with comprehensive LTC

systems (e.g., Japan and some Nordic countries), where cost sharing for B&L coverage can

nevertheless account for a high share of residents’ disposable income.6 In Japan, the cost

of B&L has been excluded from the insurance coverage since 2005, in order to ensure equity

with people living at home.

High user charges or no coverage for the cost of B&L in a nursing homes contrast with

the significantly lower charges paid for accommodation in hospitals or other short-stay

acute care settings. The main rationale for the difference in cost treatment lies in the

notion of what is considered as principal residence. Typically, for those receiving care on a

temporary basis, either in a hospital or in a nursing home, one’s principal residence

continues to be the house or apartment. For those receiving care on a permanent basis in

a nursing home, on the other hand, the former home or apartment is generally no longer

considered as principal residence. In some countries, such as Norway and the Netherlands,

the length of stay is taken into account to determine the level of private contributions

towards the costs of residing in a nursing home.

In practice, moving into a nursing home is not akin to the usual accommodation

choice within a community, since it is generally triggered by disability status. It is not only

a difficult decision at the personal level but it also generally involves significant financial

implications, at a time of life when disposable income is relatively lower, but accumulated

assets can be high. This raises two main issues discussed below: first, how to calculate a

“fair” level of cost sharing for B&L cost; and, second, how can policy makers help mobilise

disposable cash (liquidity) to help users pay for the high cost of stay in nursing homes.

Settings cost sharing for board and lodging costs
It can be argued that all individuals should be required to pay at least for a minimum

of their food and shelter-related expenses, regardless of the dwelling where they are living.

It is also reasonable to expect that accumulated savings will meet some of the basic

expenses related to food and shelter, including when a person move to a nursing home.

The policy debate with respect to the B&L costs of a nursing home, then, is not on whether

residents should pay for it, but how much and what type of expenses.
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As board and lodging costs can be subject to significant variations depending on the

standard and quality of the accommodation and services, a guiding principle may lie in

ensuring that board and lodging cost reflects the market price of similar lodging and food

services (Canada Healthcare Association, 2004). A difficulty, however, is that board and lodging

costs often include the cost of other services, such as leisure activities provided in the home, or

even the assignment of the capital cost associated with building or renovating a nursing home.

As a result, board and lodging costs may be more akin to a “residence fee” consisting of the

sum of all charges not publicly covered. This “residence fee” can represent a high burden for

users and tensions may arise between them and the government on affordability grounds.

Nevertheless, while public controls over residential charges and fees can help ensure their

affordability – for both residents and governments – they may also have unintended impacts

on overall investment decisions in the sector (National Seniors Australia, 2010).

The main question then relates to how public support for the cost of board and lodging

could be targeted. A number of countries (see Chapter 7) rely on both income and assets

testing to determine the level of public support – and conversely private contributions – for

this cost component. The rationale for including assets in the means test is that it better

reflects the distribution of economic welfare among individuals, leading to a fairer

allocation of public support. This is particularly important for older people who have

relatively higher “net-worth” – which is the difference between total assets owned and

total debt incurred – than young people (Figure 9.5 in Box 9.1). On the other hand, asset

Box 9.1. Evolution of net-worth across age groups

For OECD countries included in the Luxembourg Wealth Study,* the median net-worth
profiles exhibit a hump-shaped pattern, albeit at different levels of net-worth, in most
countries. Typically, the young have less, the middle-aged have the most and the older
have less than the middle-aged but more than the young (OECD, 2008a). Net-worth is
defined as the difference between total assets owned and total debt incurred.

Figure 9.5. Median net-worth by age of the household head
Net-worth, values in 2002 USD

Source: Luxembourg Wealth Study (LWS) Database.
1 2 http://dx.doi.org/10.1787/888932401748
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testing can be administratively more complex to implement and unduly punish those who

carefully managed their budget over their lifetime. Given users – especially older people –

attachment to their own home, there is resistance to inclusion of the value of the owned

house into the assets test, even if this represents the core of older people net-worth

(Table 9.1 in Box 9.1). There is also some evidence7 suggesting that net-worth and disposable

income are highly, albeit not perfectly, correlated. The distribution of disposable income

may then represent a reasonable indication of the distribution of economic welfare or the

base on which to allocate public support (Jantti et al., 2008).

On balance, there is a rationale for considering a broad definition of income when

setting the level of user cost sharing on B&L cost. But there are also arguments for relying

solely on income testing. Countries decisions can be informed by considerations about

administrative simplicity and the notion of what is regarded as “fair” by society, although

no system will be entirely immune from criticism. In addition, public support for board and

lodging costs can be heavily influenced by the way support for ensuring access to basic

necessities, such as housing, is provided for the population at large. Transparency on how

charges are set and on the reasons for charging is important, so that users know that they

Box 9.1. Evolution of net-worth across age groups (cont.)

As shown in Table 9.1, the majority of household’s total assets comprise of non-financial
assets, in the form of residential real estate. On average, the principal residence represents
between about 45 to 70% of total assets.

* The LWS is an international project to assemble existing micro-data on household wealth into a coherent
database.

Table 9.1. Household composition of net-worth
Percentage of total assets

Wealth variable
Canada Finland Germany Italy Sweden

United 
Kingdom

United 
States

United 
States

SFS 1999 HWS 1998 SOEP 2002 SHIW 2002 HINK 2002 BHPS 2000 PSID 2001 SCF 2001

Non-financial assets 78 84 87 85 72 83 67 62

 Principal residence 64 64 64 68 61 74 52 45

 Real estates 13 20 22 17 11 9 14 17

Financial assets 22 16 13 15 28 17 33 38

 Deposit accounts 9 10 – 8 11 9 10 10

 Bonds 1 0 – 3 2 – – 4

 Stocks 7 6 – 1 6 – 23 15

 Mutual funds 5 1 – 3 9 – – 9

Total assets 100 100 100 100 100 100 100 100

Debt 26 16 23 4 35 21 22 21

 of which:

 Home-secured debt 22 11 – 2 – 18 – 18

Net worth 74 84 77 96 65 79 78 79

Note: BHPS = British Household Panel Survey; HINK = Swedish Survey on Household Finances; HWS = Household
Wealth Survey; PSID = Panel Study of Income Dynamics; SCF = Survey of Consumer Finances; SFS = Survey of
Financial Security; SHIW = Survey on Household, Income and Wealth; SOEP = German Socioeconomic Panel Study.
Source: Luxembourg Wealth Study (LWS) Database.

1 2 http://dx.doi.org/10.1787/888932401938
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may incur significant B&L cost, even where there is “universal” coverage for personal care.

These considerations also suggest that there is a role for governments to help mobilising

resources to pay for what can rapidly become very high cost.

Delivering financial protection against board and lodging costs in institutions

Despite social assistance and other public support, moderate-income people residing

in nursing homes are especially vulnerable to impoverishment due to high residential

homes’ cost. In addition, high nursing-home charges or cost-sharing requirements can

force users to sell their homes to pay for care. Home ownership can provide a number of

avenues to mobilise additional cash to pay, in full or in part, for expenses associated with

LTC, such as board and lodging. These range from obtaining a loan against this cost, to

trading it down, renting or selling it. Interesting public and private-sector initiatives can be

found across OECD countries.

Some nursing homes are making use of bonds/equity release or loan schemes. For

instance, in Australia, individuals with assets above a minimum threshold may be asked to

pay for an accommodation bond when moving into a low-care home or entering an extra

service place (at high or low-care level), where the level of care provided is the same as that

provided generally in aged-care homes. An accommodation bond is like an interest-free

loan to the aged-care home and by law it must be used by the aged-care home to improve

building standards, and the quality and range of aged-care services provided. The

aged-care home is allowed to deduct monthly amounts, called “retention amounts”, from

the bond for up to five years and up to a prescribed maximum amount (Australia

Department of Health and Ageing, 2010a). Similar schemes are also used by some

retirement homes in the United Kingdom (Collins, 2009). The benefit of those schemes is

that they may foster a greater sense of ownership for residents. Nevertheless, they target

those with relatively higher income and assets.

The ability to keep their own home and not have to divest it in order to pay for LTC is

a sensitive matter for frail senior people. Measures to facilitate the mobilisation of

non-financial assets towards some of the private cost associated with LTC, particularly B&L

cost in nursing home, are especially relevant to people immediately above asset-testing

threshold for public support.

Given the administrative complexity in valuing the stream of income stemming from

an asset owned, especially with respect to non-financial assets such as a principal or

secondary residence, asset testing typically takes the form of an asset cut-offs, which

applies to the total value of assets owned at a given point in time. Typically, if an

individual’s total value of assets exceeds the given asset cut-off, s/he is not eligible for

public support. For seniors having to move into a nursing home, the use of asset cut-offs to

allocate public support can have important repercussion on their ability to keep their

home. For instance, the inclusion of the principal residence8 in a means-test may prompt

a care-home resident to dispose of it to realise the property’s capital and allow them to

finance their care-home charges (Gheera, 2010).

While private reverse-mortgage schemes (see Chapter 8) may offer an avenue to mobilise

cash to pay for care, these can be fairly complicated and expensive and not provide the

necessary flexibility to keep one’s home after moving into a nursing home. This is because

private providers generally require the loan to be paid back once both spouses have moved out

of the home for a given period of time. To date, such schemes have met with limited success.
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Rather, governments in some OECD countries have set in place public measures to defer

payment of nursing-home costs. These can provide greater flexibility to dependent

individuals and their survivors to determine the composition of inheritances, which may

include a dependent’s home, while providing a means to meet immediate needs. For

example, under the Irish Fair Deal Scheme introduced in October 2009, residents receiving

care in a nursing home pay 5% of the value of any assets per annum in user fees. The value

of the principal residence is included in the financial assessment, but only for three years.

With respect to non-financial assets, such as land and property, the 5% contribution can be

deferred to the time of residents’ death. This provides individuals with the flexibility of not

selling assets, such as their home, during their lifetime, in order to pay for their care.

During the duration of the loan, preferential interest charges, equivalent to the consumer

price index, apply. Since its introduction, about 15% of new nursing-home residents have

taken advantage of this option (O’Regan, 2010).

In the United Kingdom, eligibility for public support for the cost of residing in a nursing

home is subject to an asset test, which can take into account the value of users’ principal

place of residence (unless a partner or child still lives in the house). For those individuals who

would meet the asset test if they did not own their home, some local councils provide a

scheme that allows them not to sell the home immediately, and to move all or part of the

nursing-home fees through a deferred-payment agreement. No interest generally applies on

deferred payments over the period of the agreement and until a given number of days after

the death of the resident. At that point, the deferred amount must be reimbursed or the

residence sold. The New Zealand government also provide for interest-free Residential Care

Loan to assist those not eligible to a residential care subsidy because of the value of their own

home, but with limited cash or other assets, to pay for their care (New Zealand Ministry of

Health, 2009). Similarly, in US Medicaid system, the value of a principal place of residence is

generally excluded from the asset test, but can be subject to an estate recovery after the

death of the resident, equivalent to the amount of support provided by Medicaid.9 In essence,

this is equivalent to a deferred payment scheme.

Deferral schemes have the virtue of permitting LTC users to keep their home, even if

they have to move into a nursing home, although they can still raise considerations as to

their impact on a dependent’s inheritance to their survivors. Depending on the size of the

deferred amount, the repayment or the recovery from users’ estate after death can be

perceived by survivors as a punitive inheritance tax targeted to the unfortunate few who

required public support for paying for expenses associated with long-term care. However,

it can be argued that, once a principal residence is no longer needed by the recipient, the

recipient’s spouse or a child, its equity should be used to cover some or all of expenses

associated with LTC, such as board and lodging costs (US Department of Health and

Human Services, 2005).

Private-sector initiatives, such as the combination of life and LTC insurance policies,

can provide individuals with the opportunity of deferring (for some indefinitely) the

decision of having to sell their home in order to receive the care they need. Typically, such

hybrid policy provides for cash advances from the death benefit in the event that the policy

holder requires long-term care for an extended period of time. For elderly dependents, this

feature provides a way to mobilise additional liquidity thereby enhancing their flexibility to

decide the type of assets that they intend to leave to their survivors. To date, these schemes

still have limited diffusion, although life insurance is certainly a more diffuse product that

LTC insurance in most OECD countries.
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Board and lodging costs are high and will very likely remain high in the future. These

costs can represent a significant share of the relatively low disposable income of the

elderly. Nevertheless, elderly people typically have relatively higher level of assets and a

portion of those should be used to help pay for basic necessities such as board and lodging.

Most of elderly assets, however, take the form of non-financial assets (e.g., a house), and

decision to turn this asset into cash can be more difficult. While some private initiatives,

such as the combination of life and LTC insurance, can help mobilise additional liquidity

towards the cost associated with LTC, their diffusion remains limited to date. Recent public

initiatives, such as the one implemented in Ireland, suggest that governments can play a

larger role in facilitating the conversion of non-financial assets into cash for residents

receiving care in a nursing home.10 Akin to public student-loan programmes, such public

schemes can be designed to mitigate conversion costs through preferential transaction and

interest rates. This type of public intervention could also help foster greater flexibility to

dependents in determining the composition of assets that they would like to leave behind

while providing a means to meet immediate needs.

9.5. Matching care need with finances: Policies for the future
OECD countries’ experiences with matching LTC cost to funding point to public LTC

systems being currently financed on a “pay-as-you-go basis”. However, as a result of

population ageing, public expenditure is expected to grow more rapidly than revenues over

the next decades. Especially in the case of age-related spending such as LTC, it is important

to build a set of financial policies that are more forward-looking, taking into account the

potential impact on future generations.

Public LTC financing systems in OECD countries match cost on a year-by year-basis

With the general exception of countries with a dedicated social-insurance arrangement

for long-term care services (e.g., Japan, Korea, Germany, the Netherlands), LTC financing

typically represents a subset of a larger spending category such as health and/or social

services.11 In some cases, LTC financing cuts across different levels of governments.

Comparing levels of LTC revenue and expenditure is a difficult exercise for countries relying

on general revenue to fund LTC, typically requiring a broader fiscal perspective.

Countries use an array of mechanisms to ensure that revenues match the cost of LTC

systems. In Japan and Korea, but also in Switzerland and Slovenia, for instance,

contributions are generally raised to match expected expenditure of the LTC system.12 In Japan,

the process of matching revenues with expenditure takes place over a three-year cycle,

while it takes place on an annual basis in Korea. As in Japan, a portion of the revenue raised

is allocated to a financial stability fund, which can be used by municipalities to cover

shortfalls arising because of inability to collect the premia or unexpected increases in

utilisation. In Germany, while the contribution rate was kept fixed for several years, it was

raised in 2009 to match growth in LTC cost.

In a number of countries – such as Belgium, Norway or Ireland – budgets for LTC

services are set within larger global-budget envelopes that are set annually. In some cases,

specific spending targets may apply to LTC expenditures, for example in France,

New Zealand, Portugal and Slovenia. Generally, budgeting controls exist in most

OECD countries, although many allow overshooting.
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Another mechanism that has been used is to control entitlements. This can take the

form of maintaining the value of LTC benefits over time or fixed pre-determined LTC

entitlements (e.g. Austria, Czech Republic, Switzerland, New Zealand, Poland, Slovenia,

Germany until 2007-08). All OECD countries also aim at controlling the demand for LTC

care services to a specific target group of individuals, which is generally done through the

assessment system.

Last, a number of countries contain LTC cost by exerting direct control on the supply

of care services, either through the negotiation of salaries and fees paid to providers

(e.g., nursing homes, workers) or by controlling the number of subsidised beds or available

workers. For instance, the Australian Government controls the supply of subsidised

aged-care places through a provision ratio and determines the rate of residential care

subsidy paid to approved providers for each person in their care, based on their assessed

care needs. Belgium and other countries control the number of beds in nursing homes. In

Japan, the number of LTC workers is indirectly controlled by requiring care workers to pass

qualifications exams.

Each mechanism can have unintended impacts, for instance, most countries will face

upward limits in their ability to raise revenue over time. Maintaining the value of LTC

benefits can put some individuals at a greater risk of facing economic hardship, while

controlling for the number of beneficiaries or the quantity of services provided may result

in waiting times. This is why most countries currently use a combination of these

mechanisms to ensure that LTC revenues are aligned with expenditures.

In line with general government budgeting processes, thus far the focus has been on

matching LTC revenues and expenditures on a year-to-year basis. While such an approach

is desirable to maintain public accounts in balance, it does not provide information on its

potential impact on future generations. While still a relatively low share of GDP, evidence

in some countries suggests that LTC cost is already exerting fiscal pressures on public

budgets. In Japan, Korea, Germany, the Flemish government in Belgium and Luxembourg,

LTC contributions have risen significantly since the introduction of public LTC coverage

systems. For instance, contribution rates have about doubled in Germany from 1% in 1995

to 1.95% for people with children and 2.20% for people without children in 2009, while

Luxembourg increased in 2007 its contribution rate from 1.0 to 1.4%. In France, central

governments have reduced their respective share of LTC financing relative to local

governments, while in the Netherlands the provision of IADL services was moved out of

the public LTC insurance and devolved to the municipalities. Some administrations are

attempting to reduce LTC spending as part of budgetary consolidation in response to the

recent economic crisis. For instance, a number of states in the United States are cutting

back on medical, rehabilitative, home care or other services needed by low-income people

who are elderly or have disabilities, or are significantly increasing the cost of these services

(Johnson et al., 2010). Similarly, in New Zealand, some district health boards have been

cutting hours of home help.

Promoting a fairer sharing of financing across generations

While ultimately an ethical concept, the notion of intergenerational equity has come to

the forefront of policy discussions on LTC financing as a result of the expected reduction in

the size of the working-age population compared to the elderly population (see Chapter 2 on

demographic projections). Concerns are often raised with respect to the funding of

age-related expenses, such as LTC, by requiring a relatively smaller future generation to pay
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for a portion of the care of a relatively larger previous generation (that is, on a pay-as-you-go

basis). This concern can be examined, in part, using the concept of fiscal sustainability.

Fiscal sustainability is a multi-dimensional concept that incorporates an assessment

of solvency, stable economic growth, stable taxes and intergenerational fairness (OECD,

2009). While not acting as target, the concept can help guide future changes to a given set

of fiscal policies (i.e., expenditure and revenues) by informing the extent to which it may

transfer liabilities to future generations in the long run. For illustrative purposes, if no

change were made to the current set of fiscal policies, the gross-debt-to-GDP ratio for the

27 EU Member States would increase by about 80 percentage points and reach about 140%

in 2030 (European Commission and the Economic Policy Committee, 2009). Similarly, for

the United States, a no-policy-change scenario would result in the debt-to-GDP ratio to

increase by about 50 percentage point and exceed 110% of GDP over the period of 2025

and 2040 (US Government Accountability Office, 2009). Those results suggest that the

current set of broad fiscal policies is shifting a considerable amount of liabilities to future

generations.

While the size of estimated fiscal-sustainability gaps13 varies significantly across

countries, most OECD countries have gaps typically arising as a result of both an

unfavourable fiscal starting position and of the projected increase in the cost of ageing

(European Commission and the Economic Policy Committee, 2009). For most

OECD countries, the recent financial and economic crisis has deteriorated estimated fiscal

gaps. In the case of OECD-EU countries, demographic ageing alone accounts for about half

of the estimated fiscal gap14 (European Commission and the Economic Policy Committee,

2009). Most of the projected increase in the cost of ageing arises from public pension and

health expenditures. Nevertheless, on average, the increase in LTC expenditure is expected

to contribute about 25% to the overall projected increase, with contributions above 40% in

Sweden, Denmark, Italy, the Netherlands, Finland and Poland.15

The important contribution of age-related spending, including LTC, to fiscal

sustainability gaps suggests that, in a number of countries it will be important to take a

closer look at the way expected future expenditures and revenues are structured. The

following section examines potential adjustments to help promote a fairer sharing of LTC

financing within and across generations. While not all adjustments will be applicable or

relevant to all countries, a menu of possible options is outlined.

Fostering intergenerational equity through pre-funding

One of the strategies that could be adopted to address the fiscal-sustainability gap

includes the introduction of pre-funding, which essentially means building up assets to

fund future ageing-related cost pressures, such as LTC (OECD, 2008a). There are a number

of benefits associated with pre-funding, such as mitigating sudden increases in

contribution and/or tax rates (also referred to as “tax-smoothing”) in order to finance a

stable set of benefits or services over time, as well as mitigating the risk of shifting

obligations to future generations in the form of higher taxes or debt. The introduction of a

pre-funding element would thus seek to extend the budgetary horizon to better take into

account foreseeable LTC spending pressures.

In practice, pre-funding requires government to sustain budget surpluses over a given

prolonged period of time, which can raise important political-economy issues since any

surplus is typically subject to competing claims over funding alternative policy priorities,
HELP WANTED? PROVIDING AND PAYING FOR LONG-TERM CARE © OECD 2011280



9. WHERE TO? PROVIDING FAIR PROTECTION AGAINST LONG-TERM CARE COSTS AND FINANCIAL SUSTAINABILITY
including tax reductions. Such political economy issues can be overcome by tying

pre-funding to specific age-related costs (OECD, 2008a). For instance, some OECD countries

(Japan, Switzerland, Sweden, Canada, France Ireland, New-Zealand and Norway) have

introduced public pension reserves to pre-fund future public pension’s obligations (Yermo,

2008). Although different circumstances apply depending on each country LTC funding

system, consideration could be given to establishing similar public reserves with respect to

LTC expenditures and to the appropriateness of moving towards partial or full pre-funding.16

The notion of pre-funding better applies to countries which finance its LTC

expenditure from dedicated revenue sources, either as part of a LTC-coverage systems

– such as Germany, Japan, Korea, the Netherlands, Luxembourg, France, and Belgium with

respect to the Flemish LTC insurance (Chapter 7). Currently, most of these plans are

financed on a “pay-as-you go” basis, with contributions and/or benefits typically adjusted

to match revenue over pre-determined short-term cycles of typically one year (three years

in Japan). In Germany and Luxembourg, the public LTC insurance scheme is mandated to

accumulate a small reserve. In Germany, a small stock of savings of at least 50% of the

monthly benefit spending designated in the budget must be withheld (Heinicke and

Thomsen, 2010). In Luxembourg, the reserve has to represent at least 10% of annual LTC

insurance expenses. In 2008, the reserve was equivalent to about 50% of annual LTC

insurance expenses (ministère de la Sécurité sociale, 2009). Elements of pre-funding could

also be introduced in countries which finance LTC as part of broad social-security systems,

such as Belgium. For instance, in Germany, considerations are being given to financing

reforms that would include an element of pre-funding through the introduction of a

capital-based branch in the social insurance scheme. The objective would be to better

ensure sustainable financing in the area of long-term care and take into account

intergenerational equity. One shortcoming with this approach, however, is that unless

accumulated funds are earmarked to LTC, it does not guarantee that some of the

accumulated assets originally meant for LTC could not be diverted to larger expenditure

posts, such as health or pension (Yermo, 2008).

For countries financing LTC from general revenues, such as the Nordic countries,

Canada or Australia, the notion of pre-funding is a broader concept more akin to building

a favourable fiscal position, generally through lower debt-to-GDP ratio. While savings in the

form of public-debt reductions foster future fiscal flexibility, they may end up being used

for other future outlays than for ageing-related expenses. Still, for these countries, the

benefits associated with better taking into account future expected budgetary fiscal

positions remain.

An outstanding question concerns what desirable degree of pre-funded for financing

LTC – that is whether or not there could be full pre-funding in LTC insurance. The

experience with premium setting in private LTC insurance can be of interest in this respect.

As indicated in Chapter 8, in principle, private LTC coverage is fully funded as premium

setting involves the establishment of reserves. Private LTC insurance is a lifelong contract

over which the insurance provider guarantees a premium rate schedule. Typically, given a

subscriber’s age, gender or previous health conditions, the premium is set to cover future

expected LTC benefit pay-outs, taking into account the income generated from

accumulated premia (Riedel, 2003). In Germany, private LTC insurers have established an

ageing reserve (“Alterungsrückstellung”) for insurees to pay for the expected growth in LTC

benefits due to ageing. Similar reserves, or “provisions constituées”, are accumulated by

France’s assurance providers. In 2009, a total of EUR 2.6 billion (below 10% of France’s
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public LTC spending) had been accumulated in reserves by French LTC insurance providers

(FFSA, 2010). One lesson learned from the American LTC insurance industry, however, is

that trends in the onset of dependency, the costs of providing a unit of care or the projected

returns from invested reserves are all subject to high uncertainty. This can result in

important year-to-year variations in premiums, with implications for the ability to fully

fund a private LTC insurance scheme.

Under a public system, the move to a full-funding approach would not only be

inappropriate due to uncertainty about the future need for LTC, but also be challenging to

implement. It would raise fairness considerations in the way past unfunded LTC benefits of

the current older segment of the population would be paid for. Potential ways to pay for past

unfunded LTC benefits can range from a drastic increase in the level of contributions of the

older segment of the population, which most would not be able to afford, to significantly

reduce the level of LTC benefits provided to the older segment of the population in line with

their level of contributions paid over their lives, or to require younger contributors to pay

higher contributions to cover for both their and older people LTC benefits. Rather, the

establishment of pre-funding could primarily aim at stabilising and/or minimising LTC

contributions over time instead of ensuring the full-funding of the scheme (Office of the

Chief Actuary, 2007). This could be achieved through partial pre-funding.

Under a partially funded LTC scheme, individual’s LTC contributions would cover a

portion of their expected future LTC benefits. Contributions and investment earnings

would partially fund the scheme (Office of the Chief Actuary, 2007). One of the main

advantages relative to full-funding is that it would be less sensitive to changes in the

projected rate of dependency, the costs of LTC or the earnings from investment of reserve

and thereby more conducive to stabilising contribution rates in the long run (Plamondon

and Latulippe, 2008). The level of partial-funding depends on a number of variables,

including the country’s objectives in setting the level at which contribution/taxation rates

should stabilise at as well as its age structure.

While the introduction of an element of partial pre-funding remains desirable to foster

intergenerational fairness and stabilise contributions/tax rates within a public LTC

scheme, its introduction may still be politically difficult because it would require

individuals to pay an additional contribution/tax over the initial years of the financing

scheme (e.g., 15 to 25 years).17 To mitigate such concerns, the required increase in

contribution/tax effort could be phased-in over a given period of time. Alternatively, other

adjustments to the LTC financing model could be considered.

Who should pay?

Across OECD countries, the size of older cohorts will generally be larger than younger

cohorts. This inverted demographic-pyramid structure challenges financing models

primarily relying on the working-age population to support both the young and the old. As

societies age, an increasing share of total disposable income will be in the hands of an older

segment of the population (Figure 9.6),18 mainly in the form of pension and capital income

(Figure 9.7).19 These demographic and economic trends suggest that the sustainability of

LTC financing models could be fostered by either requiring LTC financing from more

generations and/or through tax broadening.

The benefits of pooling the risk associated with LTC over as large a population as

possible are well documented. But the inverted demographic pyramid can involve
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significant cross-subsidisation of this risk from a relatively small younger cohort to a

relatively larger older cohort of individuals. Therefore, on inter-generational equity

grounds, one way to mitigate this cross subsidisation is to introduce intra-generational

pooling (St. John and Chen, 2010) by introducing a contribution starting from a certain age

Figure 9.6. Increasing share of income in the hands of the older segment 
of the population

Population aged 51 years and over

Source: OECD Secretariat calculations based on the OECD Income Distribution and Poverty Database (www.oecd.org/els/
social/inequality).
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of an individual or by requiring all people to contribute to LTC over their entire lifespan

(LTC financing from more generations).

Complementary to introducing intra-generational pooling, is the concept of

broadening revenue sources to look beyond revenues earned by the working-age

population and include the retirees (tax broadening). Solely relying on social payroll

contributions to finance LTC runs the risk of overly increasing the tax wedge on workers in

the future. Large tax wedge would not only result in shifting the burden onto future

generations but could also have negative impacts on employment. This is a main concern

particularly for systems which rely on social insurance to cover LTC costs.

Japan’s LTC financing system includes an element of intra-generational pooling and

broadens revenue sources. In Japan, funding sources for the LTC insurance system are

mixed. Of the overall budget, 10% is financed through user co-payments. The remaining

90% is equally shared between taxes (of which 25% from the central government and 12.5%

each from prefectures and municipalities), and premia levied on the over 40 population.

Setting aside cost sharing, 20% of the total LTC cost is covered from premia collected by the

elderly and 30% from those aged 40-65.20 Premia collected from retired people are

income-related and those for individuals aged 40-65 are based on wages. Germany is also

an example of extending LTC financing over more generations. Since 2004-05, pensioners

Figure 9.7. Elderly people’s disposable income mainly consists of pension 
and capital income

Percentage share of adjusted disposable income, individuals 65 years and over, mid-2000s

Note: Income from work includes both earnings (employment income) and income from self-employment. Capital
income includes private pensions as well as income from the returns on non-pension savings.

Source: OECD Secretariat calculation based on the OECD Income Distribution and Poverty Database (www.oecd.org/els/
social/inequality).
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have been required to pay the contribution entirely from their disposable income and no

longer receive a contribution subsidy from the pension funds (Arntz et al., 2007).

Other OECD countries complement social payroll contributions with alternative

sources of revenues either to specifically finance LTC insurance expenditures or more

broadly to finance social security systems as a whole. In the Netherlands, while premia are

laid only on the working-age population, LTC insurance is financed partly from general

taxation. This share accounted for a fourth of the total budget of the Dutch AWBZ in 2008

(Schut and van de Berg, 2010). Similarly, in Belgium, the social security system is no longer

solely financed through social payroll contributions and is partly financed through global

budgets.21 The financing of the Flemish long-term care insurance in Belgium provides for

an alternative broad financing model. Of the overall budget, half is financed by a specific

contribution paid by every adult resident22 and the rest is financed by general taxes. LTC

funding in France also comes from a mix of different revenue sources, most notably about

two-thirds of the cash-for-care allowance (Allocation personnalisée d’autonomie) is generally

financed from local property taxes.

In the case of LTC systems financed from general revenues, the same considerations apply,

but more broadly. Tax broadening or adjustments to the composition of taxes can provide a way

to extend financing of LTC over more generations, while maintaining the benefits associated

with risk pooling. For example, this could be achieved by shifting the composition of tax

revenues from taxing wages and employment to taxing general consumption (e.g., value-added

taxes), recognising the inherent distributional impacts of such a shift.

Lastly, it could be argued that one of the central social functions of the family involves

intergenerational transfers of time and resources (Osberg, 1997). For instance, as shown in

Chapter 3, children represent a main source of family care to frail elderly. For parents, children

provide a broad network of support, ranging from emotional to financial help, thereby

potentially delaying a move into more expensive care setting such as a nursing home.

In Germany, the presence of children affects individuals’ level of contribution to the

public LTC system. Following a decision from Federal Constitutional Court, an additional

premium of 0.25 percentage points has been required from childless people since 2005.

In 2009, the level of contribution paid by people without children was equivalent to

2.20 percentage points compared to 1.95 for people with children. The rationale for the

additional premium is that childless people are expected to receive higher benefits from

the social LTC insurance relative to people with children (Heinicke and Thomsen, 2010).

This situation may arise because of the higher likelihood of dependent people with

children to opt for cash instead of in-kind benefit. In Germany, LTC insurance cash benefits

are set at a lower level than in-kind benefits.

Similarly, different generations can also share income within the family. In some

OECD countries, social-assistance systems include an obligation for children to contribute

towards their parent’s expenses associated with long-term care, such as board and lodging.

This obligation is often referred to as the concept of “filial obligation”. This is the case for

instance of Germany, Portugal and France23 (Casey, 2010). Under such system, the income

and assets of a dependent individual’s children are taken into account to determine the

level of public support.

These provisions recognise the role and duties of family carers. However, the notion of

family responsibility varies widely across countries and similar requirements may be

regarded as unfair by childless households, or as impinging upon bequests of adult
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children. A simple and effective way to recognise the support of family carers is then by

supporting them directly (see Chapter 4).

Considering partnerships and innovative approaches

Some recent initiatives or policy discussions have considered novel approaches to

finance LTC, such as through forms of public-private partnerships, and automatic

enrolment schemes.

Ideas of partnerships between the public and private sector have shown appeal in a few

OECD countries. Public-private partnerships can mean different things depending on who

are the “partners” of the public sector. For instance, as part of discussions currently held in

France, considerations range from encouraging the take-up of voluntary private LTC to serve

as a complement to the existing public LTC pillar, to moving towards compulsory private LTC

insurance that would eventually replace the existing public scheme. At the time of writing,

there is still uncertainty regarding how such public-private partnerships could be worked out

in practice. Among the ideas proposed are introducing tax incentives to encourage voluntary

private LTC insurance take-up, a targeted subsidy to compensate for the cost of compulsory

private LTC insurance or encouraging combinations of private insurance and reverse

mortgages (Le Bihan and Martin, 2010; Commission des Affaires Sociales, 2010).

In the United States, public-private partnerships have met with limited success,

although the partnership in the United States applies to the co-ordination of private

voluntary LTC coverage with means-tested public coverage (Chapter 8). Other ideas that

have been floated for example in the United Kingdom regard partnerships between the

public system and individual users, where public payers would match individuals’

payments (Wanless, 2007) or the introduction of a mandatory social insurance system in

which people would pay a single premium at a given age, for instance at age 65 (Barr, 2010).

While the idea of partnership is attractive, making it work in practice can be challenging,

and the jury regarding how best to structure partnerships is still out.

An interesting example of recent financing innovations from the United States is the

so-called CLASS Act. The recently enacted federal health care reform legislation in the

United States (the Affordable Health Care Act) creates a privately financed (there are no

public subsidies), publicly provided, and voluntary insurance scheme that would pay a

cash benefit to eligible dependent individuals to pay for long-term care services and

support. Many of the specific features of the CLASS Act remain to be finalised and will be

designated by 1 October 2012 (see Box 9.2).

The CLASS Act borrows some financing features from the private LTC insurance but

the insurer is the government, enrolment is open for eligible individuals, and not subject to

underwriting based on pre-existing conditions. Coverage – which is targeted to working-

age individuals – is automatic for employees whose employers opt into the programme, but

individuals have the option of opting out. Premia are generally set according to enrollees’

age, regardless of income and health status, and include an element of pre-funding

through the accumulation of reserves.

Automatic enrolment with the option of opting out – a feature that is akin to the

Singapore Eldershield programme (see Chapter 8) – enables the government to signal the

importance of individual planning for the financial risk associated with long-term care,

while maintaining an element of individual responsibility. Relative to purely voluntary

risk-sharing arrangements, automatic enrolment has the potential to provide for broader
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Box 9.2. United States: The Community Living Assistance Services 
and Supports (CLASS) Act

The Affordable Health Care for America Act that was signed into law by President Obama
in March 2010 includes the so-called Community Living Assistance Services and Supports
(CLASS) Act. The CLASS Act is a national voluntary insurance plan that will be managed by
the Department of Health and Human Services and solely financed through monthly
premia paid by voluntary payroll deductions or payments made directly from individuals.
The main goals of the Act are: i) to help dependent individuals maintain their personal and
financial independence in order to live in the community; ii) to establish an infrastructure
that will help address the needs for community living assistance services and support;
iii) to alleviate burdens of family carers; and iv) to address the institutional bias by
providing cash rather than in-kind benefits.

Eligible participants

Eligible participants in CLASS must be at least 18 years of age and earn a minimum level
of earnings. For workers whose employers choose to participate in the programme,
enrolment would be automatic through payroll deductions. For the self-employed, those
with more than one employer or those whose employer does not elect to participate, an
alternative enrolment procedure will be established. For the purposes of the opting-out
option, annual enrolment and disenrolment period will be set. For those meeting the
eligibility criteria, no underwriting test will apply.

Premia

Premia will vary by age, so that younger enrolees will pay lower premia than those choosing
to enrol at older ages, but will not vary by medical condition, income or other factors. However,
people whose income does not exceed the poverty line and working students younger than
age 22 years old will pay a maximum of USD 5 per month (indexed over time).

At the age of entry, premia are set to remain level, unless, an increase in premium is
necessary to ensure the solvency of the plan (calculated over a 75-year horizon). In this
event, only the premia of those who have attained age 65 that have paid premia for at least
20 years and are not actively employed will not be subject to the increase. Premia will also
increase if there is a lapse in payment of more than three months and the person wishes
to reenrol. Premium payments will be placed in a “Life Independence Account” on behalf
of each beneficiary.

Eligible beneficiaries

To receive benefits, enrolees will have to maintain enrolment in the programme by
paying their monthly premia. In addition, before being eligible to benefits, premia must be
paid for at least five years. Insurees will also be required to have worked for at least three
years during the first five years of their enrolment into the plan. A person stopping to work
after having met the three-year work requirement would still be enrolled in the scheme, as
long as he or she continues to pay premia. The latter criteria implicitly exclude retired
population. Those who did not pay premia for more than three months will need to pay
premia for at least 24 consecutive months in order to be eligible again to benefits.

Eligibility will be based on care need. Eligible beneficiaries are those with a functional
limitation expected to last for at least 90 continuous days and certified by a licensed health
care practitioner. The limitation could be the inability to perform a minimum number (either
two or three) of activities of daily living (ADL) without substantial assistance, or a substantial
cognitive impairment requiring substantial supervision to protect the individual from threats
to health and safety. Participants must continue paying premia to continue receiving benefits.
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access to private LTC coverage at a lower price by pooling risks across a broad group because

of inertia. It continues, however, to be vulnerable to adverse selection (low-risk insurees

choosing to opt out of the insurance pool) which could put upward pressures on premia (or

create downward pressures on benefits) in order to maintain the viability of the plan.

Age-related premium structures can encourage early subscription into the plan by

requiring late-comers to pay more. They also discourage participants from gaming the

system through enrolment and disenrolment because individuals wishing to re-enrol into

the plan would face higher premia, reflecting his/her age of re-entry. However, under

age-related premia, low and moderate income individuals are generally required to

allocate a relatively larger portion of their disposable income on premia in order to

maintain coverage.

Evidence from the Eldershield programme with automatic enrolment (Chapter 8) is

promising, but the voluntary nature of CLASS creates significant uncertainty with respect

to the participation rate as well as the composition of the participants in the pool,

Box 9.2. United States: The Community Living Assistance Services 
and Supports (CLASS) Act (cont.)

Benefits

Eligible individuals will receive a cash benefit according to the degree of disability or
impairment. The average level of benefits will be at least USD 50 a day. Between two to six
benefit amounts could be designated. The benefit amount will be indexed to general price
increases. There is no time limit on the number of years a participant can receive benefits.

The benefit will be put in a debit account available for withdrawals. It will be possible to
use the benefit in a flexible manner, for example to purchase non-medical services and
supports that the beneficiary needs to maintain his or her independence at home or in
another residential setting of their choice (e.g., nursing home or assisted living). Support and
services can include home modification, assistive technology, accessible transportation,
home help, home-maker services, respite care or personal-assistance services. Any surplus
left at the end of the month can be rolled over to the next month, but not from year to year.

Tax treatment of the scheme

Premia and benefits of the programme will be treated in the same manner as tax
qualified long-term care insurance, making the premia deductible, while, as for medical
expenses, the benefits will generally be non-taxable.

Combination with other LTC programmes

The CLASS Act would operate as a complement to Medicaid and Medicare, without
changing their eligibility rules. When a dependent individual will be eligible to benefits
under both the CLASS and Medicaid, CLASS benefits could be used to reduce the costs of
Medicaid. Specifically, 95% of the CLASS Act benefit could be used to cover the cost of a
Medicaid beneficiary admitted to an LTC institution, with the beneficiary retaining 5% of
the CLASS benefit. Those who receive home and community-based services may retain
50% of their CLASS benefits, which could pay for additional services and supports.

CLASS will help reduce the risk of (high) out-of-pocket payments and it could would
reduce Medicaid payouts, while at the same time provide a new means for people to pay
non-medical expenses and remain independent in their homes.

Source: Patient Protection and Affordable Care Act (enrolled as agreed to or passed by both House and Senate),
Section 3201 to Section 3210. Richards and Walker (2010); O’Malley Watts (2009); Wiener et al. (2010).
HELP WANTED? PROVIDING AND PAYING FOR LONG-TERM CARE © OECD 2011288



9. WHERE TO? PROVIDING FAIR PROTECTION AGAINST LONG-TERM CARE COSTS AND FINANCIAL SUSTAINABILITY
especially over the initial years. Akin to private LTC insurance, the risk is that certain

assumptions over enrolment rates might not materialise, translating into significant

changes in premium levels.

Despite its limits, the CLASS Act has the potential to broaden access to some basic LTC

protection, in a fiscally sustainable manner (the Act requires actuarial soundness for at

least 75 years) while encouraging intergenerational equity. While benefits may not be

sufficient to cover all the cost associated with dependency, such as board and lodging cost,

the CLASS benefit will provide for a basic level of protection to all qualifying participants.

By implicitly excluding the current cohort of retirees, CLASS is also in a position to avoid

paying significant benefits early into its existence, therefore providing for a window of

opportunity to accrue experience over the management of the plan.

9.6. Conclusions
This chapter discussed policies to address the challenge of providing fair protection

against the financial risk associated with LTC in a fiscally sustainable manner. As most

elderly dependents with relatively high care need likely face catastrophic LTC expenses,

fair protection involves an element of universality of eligibility to care, which can be seen

as a basic protection floor against LTC risk that potentially all citizens could face. Still,

within the confines of a universal protection, important “arbitrages” remain with respect

to targeting eligibility, a specific basket of services or the extent of cost sharing.

There is a rationale for targeting protection to the older segment of the population,

those with lower ability to pay and those facing severe dependencies. Targeting the basket

of services is a difficult exercise because it needs to address users’ legitimate requests for

users’ choice, with appropriateness and flexibility over time. A special challenge will be

posed by the growing number of users with cognitive dependencies, who may need a

different package of services, relative to recipients with physical limitations, in order to

support independent living. Assessment systems typically based on inability to perform

activities of daily living may not adequately identify those with cognitive limitations. To

address these difficult arbitrages in setting the basket of services and to enhance user

choice, including between a formal and a family carer, a number of countries are providing

services in the form of cash benefits.

Different considerations apply to board and lodging, a significant element of cost,

which, strictly speaking, is not a “care” expense. For frail and disabled people living in

nursing homes, expenses associated with board and lodging can be very high and rapidly

force users to deplete all their accumulated income and assets. These costs are often not

covered by public LTC coverage, or are subject to significant cost sharing where they are

covered. While there is a rationale for the elderly dependents to pay for a share of these

expenses, users with low and moderate income but accumulated assets may still find it

difficult to turn some of these assets (e.g., a house) into cash in order to pay for such

expenses. There is therefore a potential role for governments to facilitate mobilisation of

cash to help users pay such cost. While outside the scope of this chapter, housing is a

major issue for elderly, especially in a context of elderly preferring to live at home instead

of moving in a nursing home (Haberkern, 2011). In fact, the supply of suitable housing for

the elderly will be central to the development of future housing policies. This is an area

that will deserve closer attention in the future years.
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As showed in Chapter 7, the way a public LTC system is financed – through dedicated

social contributions or through general taxation, has little implications on the way LTC

benefits are ultimately structured. In fact, financing mechanisms generally build on

existing institutional arrangements or reflects political considerations in raising additional

public revenues. Existing institutional arrangements are also reflected in the division of

responsibilities between central and local authorities, and the way these arrangements are

set can have important impacts on the provision of public LTC services across a country.

Once a basic LTC protection has been designed, the question becomes how financing

can be fiscally sustainable over the long-run. All OECD countries have budgeting

mechanisms to align LTC revenues and expenditures, but focus is often short sighted, often

going from one year to the next. These systems may also have unintended consequences

– such as waiting times – or leave unmet needs. Given the expected increase in age-related

spending, a set of forward looking financing policies could include elements of

pre-funding, extending payments to more generations and broadening of the revenue

sources. A number of countries have made progress in this direction, while an innovative

approach recently enacted in the United States involves element of pre-funding and the

accumulation of reserves.

As OECD countries age, addressing the trade-off between providing for “fair” basic

universal coverage and fiscal sustainability will become more urgent. While the allocation

of LTC benefits and its financing are subject to differing views and judgment, convergence

towards targeted universalism on the benefit eligibility side and broad collective financing

on the revenue side have the potential to strike a reasonable balance between these two

competing priorities.

To conclude, this chapter focused on structural aspects of designing an LTC system on

the benefit and the financing side. Nevertheless – while not neglecting the importance of

policies to support and encourage family carers – the expected growth in demand for more

and better care call for greater attention to policies to achieve value for money within

formal LTC coverage systems. Chapter 10 provides an overview of different approaches.

Notes

1. Figure 9.1 shows the share of disposable income accounted for by a low-care basket of services
(i.e., ten hours a week at the prevailing rate per hour of LTC services), excluding public subsidies.

2. Individuals below 65 years of age with age-related (geriatric) disease are also covered under Korea’s
universal LTC system.

3. See detailed information on eligibility rules in Chapter 7.

4. Assessment includes a physician’s report, which provides some personalised information to
complement the computerised assessment.

5. For instance, in 2004-05, average board and lodging costs were estimated at about EUR 10 600 in
Belgium, EUR 13 700 in France and EUR 21 000 a year in Luxembourg (Hartmannn-Hirsch, 2007). In
Belgium, more recent data for 2009 (2nd quarter), points to board and lodging costs being about
EUR 14 200 a year (http://economie.fgov.be). In Australia, as of July 2010, basic daily fees for
residential aged care were set up to about AUD 14 100 a year (Australian Government Department
of Health and Ageing, 2010). In Canada, British Columbia, basic client rate is income-related and
varies between about CAD 10 750 and CAD 35 200 a year (BC Ministry of Health Services, 2009).

6. See Chapter 7 for details on cost sharing in OECD countries.

7. From the Luxembourg study discussed in Box 9.1.
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8. Typically, the value of the principal place of residence is not considered as an eligible asset if the
residence is still occupied by a spouse/partner or a child under 16 years of age (e.g., in the
United-Kingdom and some states in the United States).

9. Medicaid estate recovery practices vary across US states.

10. As part of its Draft Inquiry Report, the Australian Productivity Commission also recently supported
the introduction of a government-backed equity release scheme to cover the costs associated with
LTC (Productivity Commission, 2011).

11. In Korea, while the long-term care social insurance covers care services separately, coverage for
medical and rehabilitation services remains under Korea’s national health insurance system.

12. In 2011, LTC insurance contribution rates will not be subject to an increase.

13. Fiscal-sustainability gap is an estimate of the adjustment needed to a country’s primary budgetary
position (i.e., revenue minus non-interest expenditure) in order to keep a county’s debt level on a
sustainable path until some future dates.

14. The sustainability-gap analysis uses the projected changes in age-related expenditure from the
European Union 2009 Ageing Report. The analysis includes the following spending categories,
pensions, health, long-term care, education expenditures as well as unemployment benefits.

15. OECD calculation based on the European Union Sustainability Report 2009.

16. Contrary to the pay-as-you go approach, under which younger generations typically pay for the
LTC benefits of older generations, full-funding would translate in each generation paying for its
own LTC benefits.

17. In Luxembourg, the 2007 increase in the contribution rate from 1 to 1.4% allowed for the building
of a reserve, as revenue raised in 2007 and 2008 exceeded expenses incurred by the plan.

18. As shown in Figure 9.6, over the last 20 years, the older segment of the population’s share of total
disposable income increased in all OECD countries. This reflects both the relatively larger size of
this group as well as the relative increase in their level of income compared to the mid-1980s,
especially for those aged between 51 and 65 years old.

19. As shown in Figure 9.7, public transfers and capital income, mainly from private pension,
represented the bulk of disposable income for those aged 65 and over, in the mid-2000s, with the
exception of Japan and Korea where work is an important source of old-age income.

20. These shares are subject to change over time, mainly as a result of changing demographic
structure.

21. In Belgium, alternative financing comes from a share of its value-added tax.

22. The contribution is set at a lower amount for persons qualifying for lower co-payments in the
compulsory health insurance system.

23. The administration of social assistance falls under the responsibility of the local governments
(“Départements”), and the application of the filial obligation (obligation alimentaire) varies among them.
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Can We Get Better Value for Money 
in Long-term Care?

It is well established that ageing populations will lead to increases in the demand
for services in the years to come, thereby putting upward pressure on total
expenditure on formal long-term care (LTC) systems in a context where large
spending items such as pensions and health are also expected to grow. This may
well create pressure on governments to ensure that spending in the sector is well
worth the expenditure, or, in other words, that systems of long-term care deliver
value for money. A review of OECD countries’ experiences reveals different policies
aimed at improving the efficiency of LTC systems and the “interface” between LTC
and health care. However, it is evident that this is an area for further work: often,
no definite conclusions can be drawn.

The statistical data for Israel are supplied by and under the responsibility of the relevant Israeli authorities. The use of such
data by the OECD is without prejudice to the status of the Golan Heights, East Jerusalem and Israeli settlements in the West
Bank under the terms of international law.
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10. CAN WE GET BETTER VALUE FOR MONEY IN LONG-TERM CARE?
10.1. What is value for money in long-term care?
In theory, two different concepts of value for money would be relevant for long-term care

(LTC) services. One relates to cost efficiency, which implies maximising output for a given

amount of resources, and the other relates to cost-effectiveness or value for money, which

implies maximising outcomes for a given amount of resources. However, in the social-service

sector, the concept of value for money does not come easy. LTC services present complexities

which make it difficult to evaluate efficiency – for example, what concept of efficiency to use,

how to measure outcomes, or what elements of cost should be included. As a matter of fact,

many OECD countries do not have at present operational concepts, measures or indications of

efficiency in LTC systems. This chapter does not seek, therefore, to provide a quantitative

assessment of efficiency in long-term care. Rather, it offers an overview of what

OECD countries are doing under the broad umbrella of policies to improve efficiency in

long-term care (Table 10.1). Often, there is no evaluation of impact of such policies, making it

difficult to draw conclusions about how to improve value in long-term care.

The next section of this chapter concerns measures within LTC schemes, such as

those seeking to balance institutional and home care, payment mechanisms, the impact of

competition across providers in LTC, and productivity improvements linked to the use of

technology in long-term care. The third part considers measures aimed at improving

efficiency at the “interface” between LTC and health care. This section considers aspects

such as the promotion of healthy ageing, co-ordination and integration between health

care and LTC, and the incentives to avoid the use of acute care services for LTC needs. The

last section of this chapter discusses challenges related to the governance of LTC systems

and ways to improve administrative efficiency. Where it exists, the chapter points to

evidence on the strengths and weaknesses of different measures.

10.2. Towards more efficient delivery of long-term care
Important measures to improve efficiency in long-term care services and systems

have focused on three main areas: i) the choice of settings; ii) the incentives facing

providers (payment mechanisms and incentives for provider competition); and iii) the

impact of technology on productivity.

Encouraging home care

Over the past couple of decades, nearly all OECD countries have been encouraging

“ageing in place” policies. The trend reflects the preference of older people to receive care

at home. Institutional care can be associated with psychological and social costs for

seniors. Home care, on the other hand, is believed to increase patients’ satisfaction and

their quality of life. Still, waiting times for admission to nursing homes can be quite long,

for instance 7-8 weeks in the Netherlands and up to 2-3 years in Japan (Caris-Verhallen and

Kerkstra, 2000; Byrne et al., 2008; OECD, 2005). The trend also reflects policies to limit the

cost of institutional care which causes a high financial burden on families and represents
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a significant cost for public payers. In 2008, institutional care accounted for over 60% of

total LTC costs, while on average less than three every ten LTC users received care in

institutions, across OECD countries. This is partly because of the lower labour and capital

cost of home care, and partly due to the higher severity of institutionalised recipients.

Policies to encourage home care involve a mix of demand and supply-side interventions

(see Table 10.2):

● direct expansion of home-care supply;

● regulatory measures;

● financial incentives.

Direct expansion of home-care supply

Several countries have expanded community-based services, as well as home-care

coverage and support, to enable LTC users to continue living in their own homes

(e.g. Canada, Ireland, New Zealand, Sweden and Poland). The Japanese government passed

in 2006 a reform emphasising comprehensive community support, organised by

Table 10.1. Policies to improve value for money in long-term care 
in OECD countries: An overview

Encouraging 
home care

Ensuring care 
co-ordination 
and continuity 

of care

Discouraging 
use of acute care 

for LTC

Changing 
payment 

incentives
for providers

Encouraging 
independent 

living and 
healthy ageing

Improving 
administrative/

institutional 
efficiency

Australia No √ √ No No No

Austria √ No No No No No

Belgium √ √ No No No

Canada n.a. √ √ No √ No

Czech Republic √ No No No

Denmark n.a. No No

Estonia √ No No

Finland √ √ No No √ No

France √

Germany √ √

Hungary √ √ √ √ No √

Ireland √ √ √ No No

Japan √ √ √ √ √

Korea √ √ No √ √ No

Luxembourg √ No No No No No

Mexico √ No No No √ No

Netherlands √ √ No No No

New Zealand √ No No √ No

Norway √ No No No

Poland √ √ √ No √ No

Portugal No No No

Slovak Republic √ √ No No No

Slovenia No √ No No No No

Spain √ No No No

Sweden √ √ √ √ √ √

Switzerland √ No No No

United Kingdom √ √ √ No √ No

n.a.: not available.
Source: OECD 2009-10 Questionnaire on Long-term Care Workforce and Financing.
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community members, LTC workers and volunteers, to enable seniors to continue living in

a familiar environment. This has encouraged the development of alternative forms of

home care, with professionals from residential homes visiting people at home. A similar

programme also exists in Belgium. Other government strategies involve training and

supporting informal caregivers to reduce demand for institutionalisation (e.g., Mexico,

New Zealand, Finland and the Slovak Republic).

Regulatory measures

Incentives related to regulations or institutional structures can take different forms.

Finland1 and the Czech Republic, for example, have developed guidelines to promote home

care and enforce admission of those with high-care need only. Similarly, Hungary has

restricted budgets and imposed stricter criteria for admission to nursing homes. In

Sweden, the Act on Support and Service for Persons with Certain Functional Impairments

(1995) moved a large number of people with functional impairments from hospitals into

their own flats in the municipalities.

In the United Kingdom, the 2009 report Use of Resources in Adult Social Carer provided

examples of the savings that could be achieved by promoting a better balance between

institutional and home or community-based care. These included the development of new

approaches to supported housing. The 2010 draft social care outcomes framework suggests

a way for local authorities to benchmark their progress, including indicators on the

proportion spent on residential care, and the proportion of older people who are still at

home 91 days after discharge from hospital (UK Department of Health, 2010).

Another example is the 2007 Austrian Home Care Law. To avoid the proliferation of

illegal or undeclared work, the Law established a legal basis for 24h home-care by legally

qualified workers. Family members were also allowed to provide home care under formal

arrangements.

Financial incentives

Financial incentives directed either at users or providers are increasingly used in

OECD countries to enhance user choice and stimulate a rebalancing towards home and

community-based care.

In the United States, where Medicaid mandatory benefits target institutional care, the

2010 Affordable Care Act (ACA) provides new incentives for the expansion of home and

community-based LTC services (Reinhard et al., 2010). The Home and Community-Based

Services (HCBS) Plan Option provides states with flexibility to expand home and

community-based services’ benefits. Under the “Community First Choice Option”, states

providing supports and services for home carers can receive higher federal funding. States

also receive additional funding for each Medicaid beneficiary transitioned from an

institution to the community under the so-called “Money Follows the Person” initiative.

Finally, the “State Balancing Incentive Program” incentivises states to increase the

proportion of Medicaid spending on home and community care, through increased federal

financial aid (Silow-Carroll et al., 2010).

In several OECD countries, cash benefits have been increasingly used to promote

home living for frail and dependent people. Cash benefits, including payments and

individual budgets, help LTC recipients organise home care and promote choice

(e.g., Austria, the Netherlands, Sweden and the United Kingdom).
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Until 2006, the payment of LTC services in Japan differed according to the activity

limitations of the resident; but the difference in payments from the severest to the lightest

case was initially less than 20%, so providers had an incentive to admit patients with mild

disability (Ikegami et al., 2003). To correct that, the payment for those with the lowest level

of care – who accounted for more than half of all patients in LTC beds – has been set below

the care production cost since 2006. Additional payments are offered to institutions that

have been successful in enabling a certain percentage of recipients to return home.

Evaluation of policies to encourage home care

The share of over 65 years old LTC users receiving care at home has increased in most

countries, although trends in the share of old people living in an LTC institution vary across

countries (Box 10.1).

Box 10.1. Trends of institutional and home care use among OECD countries

In the past decade, the density of beds in nursing homes has been reduced in nearly all
OECD countries (Figure 10.1) (Reinhard, 2010; Barton Smith and Feng, 2010), while the
share of home-care users increased (see Figure 10.2). These trends reflect policies to
encourage home care, as well as measures to reduce cost. However, they have not
necessarily been accompanied by a decrease in the number of old people receiving care in
an institution, as shown in Figure 10.3. This apparently contradictory result can be
explained by an increase in occupancy rates in institutions in many countries.

Figure 10.1. The density of LTC beds in nursing homes has decreased 
in the past decade

LTC beds in nursing homes per 1 000 people aged 80 and over, 1998-2008

Note: 1998 data refer to 2000 for the Czech Republic and to 1999 for Germany. 2003 data refer to 2004 for Norway.
2008 data refer to 2006 for Belgium, 2007 for Luxembourg, Germany and Australia. OECD averages are based on
data for 14 countries in 1998, 20 countries in 2003, and 22 countries in 2008.

Source: OECD Health Data 2010.
1 2 http://dx.doi.org/10.1787/888932401805
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10. CAN WE GET BETTER VALUE FOR MONEY IN LONG-TERM CARE?
While the shift towards home-based settings holds considerable promise, there are

several potential challenges in rebalancing LTC away from institutional care. First of all,

there needs to be a market for, or an adequate number of, home-care providers. In Greece,

for example, there is universal eligibility to institutional care services, but few home-care

providers. The lack of home-care providers has led to the growth of a migrant-carers

Box 10.1. Trends of institutional and home care use among OECD countries (cont.)

Figure 10.2. The share of home-care users has increased accross the OECD
Home care users as share of all LTC users, 2001 and 2008

Notes: Data for Austria refer to 2007 instead of 2008. Data for Belgium refer to 2007 and 2001. Data for Sweden
refer to 2006. Data for the Netherlands refer to 2007 and 2004. Data for Luxembourg refer to 2007. Data for Japan
refer to 2006 and 2001.

Source: OECD Health Data 2010.
1 2 http://dx.doi.org/10.1787/888932401824

Figure 10.3. Trends in institutionalisation rates among OECD countries
Change in share of over 65 years LTC recipients using institutional care, earliest year index = 1

Source: OECD Health Data 2010.
1 2 http://dx.doi.org/10.1787/888932401843

90

80

70

60

30

20

50

40

10

0

% 2001 2008

Aus
tra

lia

 B
elg

ium

 S
wed

en
 It

aly

 F
inl

an
d

 N
eth

erl
an

ds

 H
un

ga
ry

 L
uxe

mbo
urg

 G
erm

an
y

 S
witz

erl
an

d

 Ja
pa

n

 N
or

way

0.70 0.80 0.90 1.00 1.10 1.20 1.30

0.79

0.88

0.96

0.96

0.99

1.00

1.03

1.06

1.07

1.09

1.21

1.26

1.28

Sweden, 1998-08

Finland, 1998-08

Germany, 1998-08

Netherlands, 2004-07

Hungary, 2004-08

Switzerland, 2000-06

Belgium, 1998-04

Norway, 2001-08

Japan, 2002-06

Luxembourg, 2001-07

Korea, 1998-08

France, 2003-07

Australia, 2002-07
HELP WANTED? PROVIDING AND PAYING FOR LONG-TERM CARE © OECD 2011 301



10. CAN WE GET BETTER VALUE FOR MONEY IN LONG-TERM CARE?
market in Italy (Lamura, 2010) and Austria, raising the need for better regulation of

home-care labour markets. Secondly, there can be risks related to the fragmentation of

care organisation and lack of co-ordination, particularly where different home-care

providers visit the same user (OECD, 2005). Emphasis on care co-ordination and

information to improve the continuity of care has been identified as crucial (Caris-

Verhallen and Kerkstra, 2000; Grabowski et al., 2010). Thirdly, in cases where multiple

home-care providers exist, choice can be hard for users, as they may not have sufficient

information to base their choice upon, unless information support systems for home care

are developed. The use of financial incentives can also create unintended consequences.

For example, financial incentives in Japan lowered admission of low-need users, but also

resulted in institutions up-coding patients to higher disability levels, in order to receive

higher payments (OECD, 2009).

It is unclear to what extent and under what conditions home care is less expensive

than institutional care. Expansion of home and community-based services entails a

short-term rise in spending, followed by a decline in institutional spending and long-term

cost savings (Kaye et al., 2009). Some evidence, such as the Canadian National Evaluation of

the Cost-effectiveness of Home Care, has shown that home care is less costly than

institutional care (Hollander and Chappell, 2002). However, home care consumes an

increasing share of long-term care expenditures (Byrne et al., 2008). A decrease in

nursing-home use may be more than offset by higher home-care utilisation, including by

individuals who would have not entered an institution in the first place (Miller and

Weissert, 2010). There are also questions about the appropriateness or cost-effectiveness of

home care for high-need users requiring round the clock care and supervision (Wiener

et al., 2009), and for users residing in remote areas with limited home-care support. Despite

the will of patients to live independently in their own homes and communities, users with

significant impairments may still need continuous care in a nursing-home environment

(Miller and Weissert, 2010) or in adapted-living, service-housing arrangements with

24h care, as in Finland. Indeed, some countries have cost threshold above which a user is

shifted from home to institutional settings. In some cases, inappropriate or inadequate

home care may lead to higher and more costly institutionalisation in the future (Long-term

Care Reform Leadership Project, 2009).

Improving incentives for care providers: Pay-for-performance and provider competition

Can LTC providers be paid based on performance?

The issue of payment of providers in long-term care has received little attention to

date. In institutional settings, per-diem reimbursement and salaries to pay LTC workers are

commonly used, while in home-based settings, fee-for-service is also used. All these

methods are not entirely effective in aligning financial incentives with the goal of

increased efficiency or quality of care for the user (Busse and Mays, 2008). There is a

growing interest in adjusting LTC payment mechanisms to steer providers towards desired

goals for the system.

Fee-for-service schemes are not very frequent in LTC, particularly in institutional

settings. Where they are used, incentives to provide as many reimbursable services as

possible may arise. These can be mitigated by need-assessment procedures, which cap

how much care the user will be provided with. However, if fees do not vary according to the

user’s dependency level or his/her place of residence, there can be incentives for providers

to prefer easy-to-serve or lower-need users. Capitation payments2 are used in
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managed-care schemes in the United States (Grabowski, 2007). While they can encourage

underuse of services and “skimming” of high-risk individuals, the prolonged duration of

LTC acts as an incentive to offer services that maintain or improve the population’s health

(Busse and Mays, 2008; Christianson et al., 2007). The introduction of risk-adjusted

capitation in the United States, whereby providers do not receive higher payments for

patients with higher needs, may diminish the incentives for risk selection (Busse and

Mays, 2008; Pope et al., 2004). Salary payments are a common method for paying LTC

workers. Often, these are accompanied by quality-related procedures and norms

(Christianson et al., 2007; Busse and Mays, 2008; Gold and Felt-Lisk, 2008).

Public LTC systems typically reimburse institutional providers (e.g., nursing homes,

organisations hiring LTC workers) on a per diem basis. In France per diem are flat rates, and

it has been suggested that a case-mix payment would provide nursing homes with stronger

incentives to treat more severely impaired patients. In Belgium and Canada, per diem

payments are adjusted to reflect the risk of the LTC user. However, if the risk adjustment is

made ex-ante on the basis of forecasts of users’ need-profiles, providers may end up running

a deficit if they admit a larger cohort of severely disabled users. This was a concern raised by

nursing homes in Belgium, for example. Negotiated budget processes are commonly found

among government administered LTC systems. This is an effective cost-control method, but

it may result in unmet needs and leave providers at risk for budget over-runs.

An interesting new development is the idea to link payments to quality and efficiency in

so-called pay-for-performance schemes (P4P). While there is much experimentation with P4P

in health care, only a few examples can be found in nursing homes in the US Medicaid

programme (Arling et al., 2009; Briesacher et al., 2009). Despite little empirical evidence that

P4P programmes increase quality, one of the few evaluations in Iowa indicates

improvements in resident satisfaction, employee retention rate, and nursing hours. Similar

results were obtained from an analysis of Minnesota’s P4P system, although a systematic

evaluation has not yet been completed (Arling et al., 2009).

Still, concerns have been raised regarding P4P programmes in LTC, for example

regarding the incentives to focus only on particular services, the providers’ self-reporting of

performance data leading to unreliable or dubious results, or the incentives to admit users

that will increase chances of achieving a good benchmark. Various programmes in nursing

homes were terminated after a few years of operation, indicating that political or practical

barriers hinder the implementation of P4P in this setting. Credible performance measures

addressing a broad range of quality and quality of life indicators in long-term care are still

under development (Arling et al., 2009; Briesacher et al., 2009).

Seeking efficiency gains from choice-based competition across providers

Providing users with choice over the carer they prefer can stimulate providers’

competition and encourage them to deliver better care or care at lower cost. To date,

however, there is limited evidence on the impact of such choice-based models on providers’

efficiency. In the Japanese LTC insurance system, LTC users can choose freely among

providers – including for-profit companies – and competition is regarded as one of the

strengths of the system (Campbell and Ikegami, 2000; Campbell and Ikegami, 2003; Campbell

et al., 2010). A similar situation is also observed in Germany. In the Netherlands, personal

budgets to pay for services or employ home carers, introduced in 1995, have increased users’

control, autonomy and satisfaction over the care they receive. However, gains in efficiency
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and free competition have not yet been observed, mainly due to monopoly powers and the

increased bureaucracy of the system (Kremer, 2006).

The use of voucher schemes for long-term care in Nordic countries is an interesting

experience (see Box 10.2).3 Generally, a voucher can be defined as a subsidy that can be used by

the consumer to purchase restricted or regulated goods or services (Steuerle, 2000). It can,

therefore, take the form of a printed check, electronic card or an authority’s payment covenant

(Volk and Laukkanen, 2007). Vouchers enable users to choose the provider that best meets their

needs, leading, hopefully, to higher user satisfaction, improvements in quality and cost-

effectiveness. However, concerns have been raised, for example, regarding the asymmetric and

imperfect information available for consumers to make informed choices (Folland et al., 2001).

Providers may discriminate prices among those who use a voucher and those who do not, or

they may discriminate across different users (Volk and Laukkanen, 2007).

Box 10.2. Provider choice and the use of vouchers for long-term care 
in Nordic countries

Sweden. Sweden has encouraged LTC users’ freedom of choice since the early 1990s, but
this was further reinforced in 2009 under the act on “System of Choice in the Public
Sector”, which was implemented by approximately one fourth of the municipalities.
According to this act, LTC clients can choose their service provider among those the
municipality has contracted with. The municipalities then reimburse providers according
to a timesheet that a user signs upon service delivery. Some fundamental acceptance
criteria for providers are defined by the act and all applicants meeting the criteria have to
be accepted. If a municipality decides to introduce such choice system, it has to disclose
this decision on the national website, mentioning details on providers, acceptance criteria,
quality information and contracts (Svensk författningssamling, 2008). Municipalities have
the obligation to inform LTC customers about their freedom of choice and their right to
change providers. They are also responsible for maintaining the same prices across
providers. Enrolled individuals have the right to opt out of the voucher system and are
guaranteed an alternative public service.

Finland. An optional voucher system was introduced in Finland in 2004, as part of a
broader legislative change in health and social care. Subsequent changes in 2008 and 2009
made the system more uniform and expanded the range of available services (Paasivirta,
2009). In 2006, around 29% of the Finnish municipalities used a voucher service (Volk and
Laukkanen, 2007). The voucher can be used to purchase only privately provided services,
leaving the municipal production out of the system. The value of the voucher for
purchasing regular home help and home-nursing services is determined by a formula that
takes into account household size and income, with the service users paying the difference
between the value of the voucher and the full price of the service. The amount of the
co-payment also differs across providers, as they are allowed to price their services
competitively (FINLEX). In temporary home help and home nursing, as well as in other
social and health services, the value of the service voucher is not regulated. Broad criteria
regarding the provider’s eligibility are set in legislation. Although municipalities can set
additional criteria, they do not discriminate against any provider. Similarly to Sweden,
municipalities have the responsibility to supply individuals with information regarding
suppliers, in the absence of a national registry (Volk and Laukkanen, 2007).
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Customer surveys performed in Denmark and Finland indicate a general satisfaction

among LTC voucher users, particularly among those who had chosen a private provider,

although this satisfaction was related to freedom of choice rather than the service itself

(Kaskiharju and Seppänen, 2004; Ankestyrelsen, 2005; Volk and Laukkanen, 2007). However,

individuals are not always aware of the information provided by the municipality regarding the

voucher system. For example, 16% of Danish users were unaware of the opportunity to choose

a provider (Ankestyrelsen, 2005) and tended to choose a provider that had been recommended,

rather than making their own informed choices (Kaskiharju and Seppänen, 2004). They rarely

used their right to change providers, but more often opted out of the system altogether

(Kastberg, 2001; Ankestyrelsen, 2005). Some evidence of providers’ risk selection was also

found in Finland (Volk and Laukkanen, 2007). In some rural areas in the Nordic countries,

voucher schemes have proved unfeasible due to lack of private providers (Volk and Laukkanen,

2007). Some urban municipalities in Sweden are dominated by an oligopoly of private

providers, hindering free competition (Sveriges Kommunen och Landsting, 2009).

Evidence of efficiency gains attributed to the voucher system in the three countries is

not compelling. In many municipalities, the introduction of consumer choice lead to

quality improvements and forced them to seek options for containing the cost of their

service production. However, the design of services changed with the introduction of a

voucher system, making it difficult to make comparisons across time, and across

municipalities (Ankestyrelsen, 2005; Sveriges Kommunen och Landsting, 2009). Another

drawback is the higher administrative work after the implementation of a voucher scheme

Box 10.2. Provider choice and the use of vouchers for long-term care 
in Nordic countries (cont.)

Denmark. Consumer choice and private provision of personal and practical help were
introduced at the national level in 2003. In 2009, amendments to the Consolidation Act of
Social Services made Denmark the only Nordic country where free choice of providers is
mandatory for municipalities (Karlsson and Iversen, 2010). As early as 2005, 90% of
individuals aged 65 years and over had the opportunity to choose between two or more
home-help providers (Ankestryreseln, 2005). A municipality can choose three methods of
implementing a consumer choice model. The first and most common entails a local council
having a contractual relationship with each service provider that meets the locally defined
standards, without an option to restrict provider’s entry. In the second model, a municipality
contracts with at least two but no more than five qualified service providers, by tendering
(Government of Finland, 2009). The third model is a combination of the first two. It involves
the first provider being found through a tender, and any other provider being allowed to
enter the market, subject to price competition (Eriksen, personal communication). The
municipality is responsible for setting the local quality standards (Ministry of the Interior
and Health, Ministry of Social Affairs, 2005). These should be posted on two national
webpages, along with other information regarding approved service providers and prices.
The Consolidation Act gives the municipalities an additional option to increase freedom of
choice by implementing a so-called “servicebevis” (service certificate). This certificate gives
eligible individuals the opportunity to employ their own personal carers. The payment to the
service provider is then made by the municipality. The size of the service certificate market
is not known yet. Some local authorities were also allowed in 2003 to launch experimental
systems with personal budgets for personal and practical care (Karlsson and Iversen, 2010).

Source: Viita (2010).
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(Kastberg, 2001; Ankestyrelsen, 2005; Volk and Laukkanen, 2007; Kaskiharju and Seppänen,

2004), which could be overcome with technical solutions, such as electronic management

tools (Ankestyrelsen, 2005).

In conclusion, studies on existing voucher schemes have shown greater satisfaction

among participants, but provide limited evidence regarding efficiency increase. In most

cases, free competition is hindered, either due to monopoly powers, or inability of

individuals to make informed choices.

The impact of technology on productivity in long-term care

Caring for frail or disabled elderly can be a rich and emotionally rewarding task, but

can rapidly become stressful and time consuming. Technological solutions could assist in

reducing the workload and stress of carers and improve work co-ordination, allowing

caregivers to allocate their valuable working time more efficiently (Valkila and Saari, 2010).

Technology hence raises hopes for potential substitution of specific tasks and increased

quality of life for the elderly and their carers (Haberkern et al., 2011). The open question is

to what extent this would result in productivity improvements. Some evidence can be

found across the OECD, but it remains sparse at best.

Technology can have a wide range of applications in LTC (Haberkern et al., 2011). To

begin with, technology can be used to optimise medication, i.e. manage medication

information, dispensing, tracking and adherence. Monitoring devices, such as glucometers

and blood pressure monitors, help to manage care from a long distance. Assistive

technologies can promote LTC users’ independence and safety. Productivity of LTC workers

could also be enhanced through remote training and supervision technologies. Newly

emerging technologies include cognitive fitness and assessment games, as well as social

networking programmes, enabling communication, organisation and sharing among older

adults and their caregivers (Centre for Technology and Aging, 2009). The introduction and

diffusion of information and communication technologies (ICT) could be particularly

helpful in the future years.

Despite the large knowledge gap, some research results have shown a positive

correlation between technology introduction, job satisfaction and productivity. A study in

Australia indicated that paper work was perceived by LTC workers as time-consuming,

keeping them away from their LTC recipients and contributing to diminished job satisfaction

and productivity (Moyle et al., 2003). A pilot voice-system linking frail elderly to their

caregivers was introduced in a Finnish nursing home. The new technology made it easier

and quicker for caregivers to complete their task without interrupting their work and arrange

priorities, as they had instant voice contact with the resident in need of assistance. This led

to better organisation and improved work productivity. Residents felt safer, too, leading to a

60% decrease in the number of alarm calls. This enabled caregivers to dedicate more time to

attend to residents needing further assistance (Valkila and Saari, 2010).

In South Korea, the introduction of electronic equipment for home-care management

was associated with better and more precise patient evaluations by nurses (Lee et al., 2009).

In the United States, the Green House Project offers an alternative to nursing homes. Among

other features, Green Houses use sophisticated technology, such as smart technology

computers, wireless pagers, electronic ceiling lifts, and adaptive devices. Although evidence

on their effectiveness is preliminary, staff felt more empowered to assist residents and had

greater job satisfaction (OECD 2009-10 Questionnaire on Long-term Care Workforce and
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Financing; Kane et al., 2005; Cutler and Kane, 2009). Hydraulic lifts reduce the time and effort

required to transfer a frail elderly from the bed to a chair. A study from the United States

showed that old people who do not use such technological equipment require approximately

four additional hours of help per week, compared to those who use them, irrespective of the

user’s impairment level and LTC services received.

The use of ICT could result in a more productive time management for the caregivers

(Hoenig et al., 2003). A Swedish study demonstrated that the implementation of ICT in

residential care for dementia leads to improvements in personal development, reduced

workload, and higher worker motivation (Engström et al., 2005). However, the introduction of

ICT in community nursing in Slovenia lead nurses to spend more time on computers than with

patients (Bitenc et al., 2000). Similarly, home-care nurses in a Korean study evaluated electronic

records as being burdensome and confusing (Lee et al., 2009). ICT may be better suited for

recipients with relatively mild disabilities. Evidence from Finland shows that reminders for

taking medicine may be useless for mentally impaired people and telecare would be inefficient

for the elderly needing cleaning and change of bandages (Söderlund, 2004).

The impact of ICT on family carers was also examined in Norway. ICT can facilitate

contact with other carers, through which they can receive information and emotional

support. Carers could increase their knowledge about the care recipient’s illness and

symptoms, and be better prepared to meet future changes in behaviour and care needs.

Telecare technology implemented in Scottish community-care LTC services lead, among

other things, to reduced pressure and stress on informal caregivers (Beale et al., 2009).

However, the effect of ICT on stress and mental well-being associated with caregiving were

somewhat contradicting (Torp et al., 2008).

In conclusion, evidence from OECD countries shows that there is a potential for greater

use of technology in LTC. The majority of the studies remain pilot programmes, and further

systematic assessment is needed to validate the findings. LTC remains a highly labour

intensive sector, with technological assistance often being a help or supplement to labour

force, rather than a substitute (Torp et al., 2008). To facilitate the introduction and diffusion of

technology, several main barriers need to be addressed, including infrastructural readiness

and investment costs (Heberkern et al., 2011), as well as resistance to change by workers

(Virmalund and Olve, 2005).

10.3. Is it possible to optimise health and care?
Long-term care systems operate in close link with health care. However, it can be hard

for the user to navigate the health and care crossroad, care continuum is not always

guaranteed, and providers face inefficiencies and cost-shifting incentives. Three areas of

“interface” between health and long-term care systems can be examined: i) incentives for

appropriate use of LTC vis-à-vis acute-care settings; ii) co-ordination of health and care; and

iii) healthy ageing and prevention. Table 10.3 summarises some countries’ measures.

Appropriate use of LTC versus acute-care settings

For over 20 years, debates regarding the appropriateness of elderly’s referrals to acute

health-care services have flourished (Kurrle, 2006). Not only frail elderly may encounter

risks of nosocomial infections or undergo unnecessary medical treatments during

hospitalisation (Kurrle, 2006), but also acute care can be an unpleasant environment over

an extended period of time. It is too costly of a setting for care of long duration. Estimates
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10. CAN WE GET BETTER VALUE FOR MONEY IN LONG-TERM CARE?
suggest that “inappropriate referrals” may range from 48% in the United States, to 36% in

the United Kingdom, and 7% in Canada (Jensen et al., 2009).

Several OECD countries have implemented explicit policies to avoid the inappropriate

use of acute healthcare services, such as:

● Health-system support measures. For example, Australia, Hungary, Israel, the

United Kingdom and Sweden arrange support of care outside the hospital. They also

promote the acceleration of patient’s recovery for those whose needs could be better met

outside the hospital. Evidence from the literature suggests that increased involvement of

primary care providers and GPs could result in fewer hospital admissions of frail elderly.

● Financial measures to limit acute-care service use for LTC needs. Ireland imposes additional

charges for those who remain in acute hospitals when their acute care phase is over.

Japan has introduced case-mix based payments in hospitals to reduce so-called social

hospitalisations. However, results still lag behind the initial goals and there is evidence

of patients up-coding by providers to receive higher reimbursements (OECD, 2009). In the

United States, higher per diem reimbursement in some nursing homes seems to have

contributed to lower hospitalisations from nursing homes. Pay-for-performance

schemes hold some promises, too (see Box 10.3) (Intrator and Mor, 2004). In Sweden,

under the Act on Support and Service for Persons with Certain Functional Impairments,

municipalities receive a strong financial incentive to find care for the elderly outside

hospitals (Trydegård, 2003).

Box 10.3. Avoiding unnecessary acute-care use for LTC needs: 
Some examples from the United States

In the United States, 19.6% of all Medicare beneficiaries were rehospitalised within 30 days
of discharge to a post-acute care setting in 2004 – which includes rehabilitative services
delivered by a skilled nursing facility, home health care, or inpatient rehabilitation facilities.
About 90% of these readmissions were unplanned, with a cost of USD 17.4 billion to the
Medicare programme. Between 2000 and 2006, the rate of rehospitalisations grew by 29%
(Mor et al., 2010).

A significant proportion of readmissions could be prevented. Payment reforms, such as
bundling could help to reduce rehospitalisations, but they could also lead to providers’
up-coding of patients’ severity (Mor et al., 2010). Pay-for-performance schemes exhibit some
appeal, but Medicaid would not sustain the full cost of rewarding nursing homes with such
an incentive-based system, and, at the same time, would gain little from any savings
resulting from reduced hospitalisations. The lack of data sharing between Medicaid and
Medicare also hinders the success of pay-for-performance schemes (Grabowski, 2007).

The Fallon Community Health Plan in Massachusetts launched the Healthy Transitions pilot
programme in 2009. Under this programme, pharmacists are sent to patients’ homes within
72 hours of discharge from hospitals, they review the prescribed medication and explain it
both to the patient and to the caregiver. Pharmacists play an expanded role, serving as
patients’ care co-ordinators for a 30-day transition period after hospital release. Thereafter,
patients have the option to enrol in LTC management schemes. The Healthy Transition
programme has been so far well-received and the preliminary results indicate a positive
impact on both preventable hospital readmissions and patient satisfaction (Bayer, 2010).
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● Changes in administrative responsibilities for care. Again in Sweden, the Act on Support and

Service for Persons with Certain Functional Impairments transferred the responsibilities

for LTC to municipalities, who became financially responsible for older people remaining

in hospitals (OECD, 2005).

● The use of ICT. The use of transfer sheets or electronic referrals can help overcome the

problems associated with transfers of LTC users to acute-care settings (Kurrle, 2006).

However, concerns have also been raised relating to the security and privacy of

information, computer system response times, and operational costs (Soar et al., 2007).

Table 10.4 shows a decrease in the average length of stay for acute care in hospitals for

conditions linked to dementia and Alzheimer in most OECD countries. Given the information

available, it is not possible to draw conclusions regarding the effectiveness of different

interventions in reducing the use of acute care for LTC needs, but these data are encouraging.

Table 10.4. Average length of stay for dementia and Alzheimer’s disease 
in acute care (in days)

Dementia Alzheimer’s disease

1994 1999 2004 2008 1994 1999 2004 2008

Australia1 44.8 42.3 27.8 24.4 51.4 48.2 30.5 27.4

Austria 48.4 17.2 15.5 14.9 27.4 11.5 13.5 12.8

Belgium1 27.7 29.2 29.0 28.8

Canada1 48.6 33.2 36.5 41.2 47.8 33.5 34.6 42.3

Czech Republic 27.7 29.8

Denmark 14.2 10.3 11.3 8.8

Finland 121.9 116.3 118.7 89.7 68.0 83.9

France 12.9 14.0 13.1 11.0 12.7 12.2

Germany 17.7 16.1 18.7 17.5

Greece2 60.0 76.0 77.0

Hungary 13.0 11.6 9.1 10.0

Iceland 17.1 26.2 28.6 16.0 24.4 22.1

Ireland 50.1 43.1 39.9 22.1 37.0 51.6

Italy1 11.2 10.7 8.6 8.7

Korea 58.1 128.0 55.8 101.3

Luxembourg1 20.5 17.4 21.2 19.7 15.7 19.0

Mexico 34.9 16.3 34.6 9.1 14.1 7.5

Netherlands 44.3 48.0 27.0 21.7 31.6 22.0 17.0 22.8

Norway 8.6 7.0 7.6 5.3

Poland 19.6 17.9 17.0 10.4

Portugal 13.0 17.8 10.5 14.3

Slovak Republic 27.7 33.8 28.4 28.0 14.0 12.4 31.3 15.9

Spain 90.1 104.5 63.7 66.3 38.1 37.1

Sweden1 19.8 16.4 14.6 27.7 23.7 21.8

Switzerland 54.3 42.6 99.8 72.6

Turkey 8.5 7.9

United Kingdom 74.3 62.2 77.5 66.9

United States2 13.4 11.3 10.5 9.0 8.2 8.4 8.0

OECD average3 29.1 26.8 19.2 16.7 51.4 28.2 19.5 17.7

OECD average4 29.1 31.0 24.3 23.2 34.4 25.5 25.4 24.2

1. Data for 2008 refer to 2007; data for Canada: A break in series in 2006 leads to longer reported average length of stay.
2. Data for 2008 refer to 2006.
3. Unweighted average on countries reporting data, per respective year.
4. Unweighted average for all countries that report data as of 1994 (six for dementia; five for Alzheimer’s disease).
Source: OECD Health Data 2010.

1 2 http://dx.doi.org/10.1787/888932401957
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Co-ordinating or integrating health and care

The need to co-ordinate health and long-term care is obvious, but the way to achieve

that is not. A key question is whether co-ordination would work better by keeping health

and long-term care into separated systems, or by integrating settings and “silos”.

There are several co-ordination challenges in long-term care. First, at the interface

between health and social care, it can be difficult to organise continuity of care. Second,

within LTC services themselves, there are often different coexisting payers, types of

reimbursement, providers, and governing systems, acting as obstacles to care

co-ordination (Pratt, 2010). For instance, as long-term care implementation is often left to

lower-level jurisdictions, there can be important geographical variations from one area to

the other. Care providers in some countries receive payments from various sources, and as

a result face conflicting incentives for quality improvements and little incentives for

cost-efficient delivery of care (Konetzka and Werner, 2010). In the absence of good

information and direction for people needing care, consumers may end up interacting with

different health and long-term care providers at the same time, unable to determine the

best way to organise the services they need. When individuals do not receive timely care,

they may end up in more expensive care settings, such as a hospital emergency

departments, with increased costs imposed on the system and the patients (Long-term

Care Reform Leadership Project, 2009). Indeed, hospitals are often a first point of contact

for users needing LTC, but transfers across settings can be delayed or not optimised.

Most OECD countries have created co-ordination tasks or assigned responsibilities to

guide users through the care process (see Table 10.3). These include mechanisms to

provide individuals with single points of access to LTC information (Canada), the allocation

of care co-ordination responsibilities to providers (e.g., Australia, France, Sweden) or to care

managers4 (e.g., Japan, Germany, Denmark, the United Kingdom), or the use of dedicated

governance structures for care co-ordination (e.g., Belgium, the French Caisse nationale de

solidarité pour l’autonomie, Japan).

Even though much of the care co-ordination takes place at the local level, it is not

uncommon to have national mechanisms or centrally-set regulations or guidelines. The

Norwegian government, for instance, has issued policy suggestions to improve LTC

co-ordination, including among others, better-defined priorities, focus on early intervention,

changing the funding system, developing the specialist healthcare services and introducing

new ICT and education for LTC professionals (Norwegian Ministry of Healthcare and

Services, 2008-09). In the United Kingdom, LTC services co-ordination is primarily at the

national level, where regulations are put in place. Local authorities, however, also work with

LTC services to decide on the needs of each community, to make improvements and shape

new developments. In the United States, an important feature of the March 2010 health

reform legislation is the idea of Accountable Care Organisations (ACOs), involving health care

providers in general, and LTC providers in particular. Their aim is to improve care

co-ordination, benefit patients and minimise inefficiencies. They collaborate with private

insurers and specifically focus on preventing chronic diseases, improving transitions

between caregivers and avoiding preventable hospital re-admissions. Providers would share

savings achieved through eliminating unnecessary expenses and improving quality.

However, ACOs is a relatively new intervention, with cost and quality targets not having been

established yet. Their diffusion is still quite limited, although an example can be found in the

state of Montana. The policy implications of this intervention remain to be seen (Klein, 2010).
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Despite these mechanisms, the challenge of how to organise the appropriate mix of

health and long-term care services remains. Long-term and chronic care patients tend to be

high users of health services, as they have numerous contacts with the healthcare system,

usually not in the most cost-effective way. Patterns of care co-ordination change as

individuals transfer from acute to LTC settings. This is sometimes due to the fact that LTC is

the responsibility of local governments, while the oversight of acute care is at the regional or

national level. Medical professionals discharge patients, and usually assess their needs and

define care plans. During transitions from ambulatory to long-term care settings, neither

ambulatory specialists, nor GPs, seem to have a leading role in many countries.

Around two thirds of the OECD countries have reported that they experience

difficulties with transitions from ambulatory care to LTC; and four fifths face problems

with transitions from acute care to LTC (Hofmarcher et al., 2007; Oxley, 2009b). While care

managers play an important role, there is little evidence on the cost-effectiveness of the

care management or care co-ordination process (Hutt et al., 2004). Care co-ordination could

be improved by a better bridging of administrative and other obstacles that hinder easy

transitions from acute care to LTC (Oxley, 2009b). Health care providers can also play an

important role in giving support to family carers. This could range from providing advice

and counselling to more specific interventions.

This discussion shows that while the separation of health and LTC can avoid the

provision of LTC via the health care system, it can also lead to difficulties in organising care

across a continuum of services. An alternative way would be to work through integration,

for example by integrating funding and delivery of health and long-term care. The aim here

is to combine care management, information systems, and incentives to minimise

cost-shifting across health and care (Stone, 2000).

Examples of LTC integration can be found in Sweden, the United States, Canada and

Japan. The Swedish government has developed a safe-care continuum especially for elderly

with complex health problems and severe needs. As this group of frail elderly is a major user

of LTC services and care, targeting this group is a key element of a value-for- money strategy.

In the United States, integration of health and care for Medicare beneficiates takes place in

the S/HMO, PACE and SNPs schemes. These, however, showed mixed results in terms of cost

savings for Medicare and Medicaid, despite an increase in enrolees’ satisfaction (Box 10.4). In

Canada, the SIPA (French acronym for System of Integrated Care for Older Persons) is a

Box 10.4. Health and long-term care integration initiatives 
in the United States

The structure of Medicaid and Medicare creates conflicting incentives for the so-called
dually eligible (for both Medicare and Medicaid) beneficiaries. These are among the most
expensive beneficiaries, often requiring both acute and LTC services. It has been estimated
that over one out of every five dually eligible person lives in nursing homes, compared 2% for
Medicare beneficiaries. Both Medicare and Medicaid cover certain home and institutional
care services. Medicare pays for acute care services for dually eligible individuals, while
Medicaid pays for LTC services. There is evidence of some cost-shifting within home health
care and nursing homes, and across chronic and acute care settings (Grabowski, 2007).

To reduce cost and improve care co-ordination for this population group, several
“integration” interventions have been suggested. These include federal managed care
initiatives such as the Social Health Maintenance Organisation (S/HMO), the Programme of
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Box 10.4. Health and long-term care integration initiatives 
in the United States (cont.)

All-Inclusive Care for the Elderly (PACE) introduced in the 1990s, and the Medicare
Advantage Special Needs Plans (SNPs), such as the EverCare Programme. State managed care
initiatives that combine Medicare and Medicaid financing also exist, such as the Minnesota
Senior Health Options (MSHO) and others (Grabowski, 2007; Gross et al., 2004).

Both PACE and S/HMO emphasise home and community-based services. S/HMOs were set
up in 1984 to test whether providing LTC benefits to Medicare HMO enrollees could save
money by co-ordinating care. S/HMOs provide both standard Medicare benefits, and
restricted long- term care benefits to Medicare beneficiaries who voluntarily enrol. Despite
the programme’s almost 20-year history, its success is quite limited, with only four
programmes currently operating, still as pilots (Gross et al., 2004). Evidence suggests that
S/HMO projects had lower levels of un-enrolment than Medicare’s HMOs in general; but
evidence that the S/HMOs were less costly than fee-for-service plans was mixed.

On the other hand, PACE has been more successful in integrating acute and LTC financing
and delivery of care, as well as maintaining participants’ independence. PACE receives
capitated funding from both Medicare and Medicaid and is responsible for providing both
primary and LTC to its participants. The combination of the patients’ regular contact with
the staff, and the integrated care delivery and financing, helps the PACE programme monitor
chronic conditions, avoiding re-hospitalisations and deferring institutionalisation (Gross
et al., 2004). PACE enrolees have shown greater satisfaction with care services, as well as
better functional status and fewer hospital admissions compared to their counterparts
receiving the conventional fee-for-service care (Mui, 2002; Grabowski, 2007). This led to its
designation as a permanent Medicare programme in 1997.

However, the PACE scheme has attracted a disproportionate number of healthy
individuals. There is evidence that the total capitated payment to PACE beneficiaries was
9.7% higher during the first year of enrolment, compared to the corresponding Medicare
and Medicaid cost, if the individuals had continued to receive care in the fee-for-service
programme. It is estimated that PACE resulted in a 42% lower Medicare spending, but a 86%
higher Medicaid spending. Possible reasons for these results could be the failure to target
the appropriate services to enrolees through a stringent pre-admission process, or the
inability to control expenditure on specific services (Grabowski, 2007).

One recent initiative to co-ordinate Medicare and Medicaid is the introduction of Medicare
Advantage Special Needs Plans (SNPs) in 2003. SNPs work through private plans, which are
most commonly health maintenance organisations. States have the opportunity to combine
Medicaid’s and Medicare’s managed care, contracting for dually eligible beneficiaries
(Grabowski, 2009). Despite the potential of SNPs to increase system’s efficiency and strong
entry into the market, there has been a rather modest enrolment, partly because SNPs offer
little additional value to dual eligible beneficiaries, compared to the conventional Medicare
Advantage plans (Grabowski, 2009). In addition, while the federal Medicare scheme
emphasises consumer choice, state Medicaid programmes usually offer a limited number of
plans. This may hinder care co-ordination if dually eligible individuals choose different
Medicare and Medicaid plans. Misalignment of incentives may exist as well, since SNPs
profit from any lower Medicare hospital costs, but the states do not directly benefit
(Grabowski, 2007).
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community-based scheme responsible for the provision of primary and secondary medical

and social services. The scheme is publicly managed by the Provinces and financed by

capitation. Evaluations of SIPA have shown that, despite being cost neutral, it can reduce

acute care utilisation and increase community care (Bergman et al., 1997; Béland et al., 2006).

The Japanese government tries to integrate LTC and health care in different ways. Emphasis

is primarily placed on community-based care to ensure continuum of care. A GP’s

assessment is required as part of LTC needs’ assessment. There are maximum separate

monthly out-of-pocket payment ceilings for LTC and health care, but also another ceiling for

those with high expenditure in both LTC and health care together.

It is difficult to draw firm conclusions from different country initiatives involving

co-ordination and integration. In the United States, the PACE scheme has shown the most

success in terms of quality of care and access to services. There are, however, concerns

regarding its ability to contain costs. A similar programme in Canada shows promising

results, but is only at an experimental stage. In Japan, the LTC insurance system includes

co-ordination mechanisms, but there is relatively little evaluation of outcomes for users

and costs. With growing LTC and health care cost, particularly for people with multiple

chronic conditions, the co-ordination of health and long-term care deserves considerable

policy attention in the future.

What can LTC systems do to encourage healthy ageing and prevention?

The most obvious way to reduce cost in long-term care systems would be to reduce

potential dependency in later life through lifelong health promotion. Healthy ageing5

corresponds to the notion of maintaining the older population in good physical, social and

mental health, facilitating their autonomy and independence for as long as possible,

throughout their remaining years (Oxley, 2009a). This is easier said than done, as

demographic ageing is not always accompanied by good health (Thorpe and Howard, 2006;

Lafortune and Balestat, 2007). Still, recent survey work by WHO indicates very large

national variations in age-specific self-reported dependency rates, suggesting greater

scope for fostering healthy and active ageing. Without entering in a discussion of the wide

range of policies available to promote healthy ageing, some interesting recent country

initiatives in long-term care are worth focusing on.

In 2006, the Japanese government introduced a community-based, prevention-oriented

LTC benefit in their long-term care insurance system. The aim was to prevent seniors in

need of low levels of care from becoming dependent, by providing services targeted at

improving the individual’s physical strength, mental health, oral function and nutritional

status (Tsutsui and Muramatsu, 2007). All elderly requiring low-need care are eligible to

receive this preventive benefit (so-called, Support Levels 1 and 2 in the LTC insurance). An

estimated 40% (1.7 million) of the seniors certified as needing LTC support belong to these

two categories (Tsutsui and Muramatsu, 2007). The benefit amount is lower than what

people with similar care needs would have been entitled to before the 2006 LTC insurance

reform (Morikawa et al., 2007). Services, such as strength training, nutrition management

and mental education, are offered at day-care facilities (Morikawa et al., 2007). The

management of prevention benefits is under the responsibility of local support centres

established by municipalities for every community with a population of 20 000 to 30 000.

These centres are responsible for the need assessment and care planning for people with

Support Levels 1 or 2, the development of community support projects for seniors, and

co-ordination between various professionals (Tsutsui and Muramatsu, 2007).
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Evaluation of the preventive benefits scheme is encouraging, showing a drop in the

enrolment and use of services by people with lighter care-need levels, after its

implementation. The growth rate of total LTC beneficiaries in Japan now matches the growth

in the population aged seventy-five and older, as they are the main users of LTC services. The

reform also contributed to savings in the LTC insurance (Campbell et al., 2010).

An interesting case of providing incentives for rehabilitation is the 2008 Long-term Care

Further Development Act in Germany (Rothgang, 2010). Prior to the reform, both providers and

sickness funds faced disincentives to finance rehabilitation, because successful rehabilitation

resulted in the care level of an individual being downgraded, with subsequent reduction in

reimbursements. Although there was a potential for rehabilitation among individuals

receiving LTC services, the Medical Review Board would transfer only 6% of the cases to

rehabilitation centres. Each sickness fund had to bear the cost of any rehabilitation measure

it granted. However, savings from downgrading of an individual’s level of care were spread

among all funds, so that sickness funds still had few incentives to finance rehabilitation

(Rothgang, 2010).

The 2008 reform introduced a financial incentive of EUR 1 536 when a resident is

transferred from a nursing home to a lower level of care setting, as a result of rehabilitation.

Sickness funds also face a EUR 2 072 fine, if they do not provide rehabilitation services, even

though it has been recommended by the Medical Review Board. Still, it is too early to assess

the effects of these financial incentives on the promotion of rehabilitation (Rothgang, 2010).

Another example can be found in Mexico, where the ISSSTE (Institute of Social

Services for State Employees) began to promote healthy and active ageing among its

beneficiaries aged over 40 years in 2008. This lead to the development of the Active Ageing

Program, and, in 2009, of the Healthy Ageing Program, which is now being carried out in

35 geriatric centres across the country. The centres aim at providing rehabilitative services

and physical therapy to the elderly.

Although several polices fall under the broad umbrella of healthy ageing (e.g., increasing

community activities, improving lifestyles and health literacy, as well as better adapting

health care systems to the needs of the elderly) only few countries seem to have integrated

specific healthy ageing objectives or interventions as part of their LTC systems. There is

still uncertainty regarding which interventions aimed at keeping seniors in good health

lead to better payoffs or are cost-effective (Oxley, 2009a). This uncertainty acts as a

deterrent to implement potentially valuable initiatives in LTC systems. There is clear scope

for more initiatives targeting health promotion for seniors and evaluation of practices.

10.4. Addressing long-term care systems governance
LTC services and systems are quite complex, posing significant difficulties for their

management and regulation. When obtaining care services becomes too bureaucratic and

imposes administrative burdens on users, this may undermine public confidence or

inappropriately discourage individuals from seeking formal care (Fernández et al., 2009).

A potential way of countering this complexity is the establishment of comprehensive

information platforms, available to LTC users and providers. A study in the United States

showed lack of public awareness and confusion regarding the availability of care services.

Information databases defining more precisely the care eligibility criteria, the types of

available care and financial support would be useful for users, and for providers, too, to

assess the benefits and risks of various forms of care for patients with given characteristics.
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Widely available information could improve users’ informed choices and providers’

decision-making (Fernández et al., 2009; Miller et al., 2008; Kane and Kane, 2001).

Explicit printed and audio material describing financial LTC entitlements can be found

in Scotland and Ireland (Fernández et al., 2009; Miller et al., 2008). In Sweden, the need for

better information platforms is well acknowledged, and specific initiatives already in place

include “Open Comparisons” tools and “Guide for the Elderly” manuals, among others

(Government of Sweden, 2010). Information support tools are more likely to gain widespread

acceptance if they are more trustworthy than provider-generated web sites, and more

comprehensive and less medically focused than reports from government regulatory

agencies. It has been suggested that public-private partnerships may be tested to undertake

such an information task, combining public and private data (Kane and Kane, 2001).

The implementation of evidence-based guidelines is another tool to support decision-

making. This involves reviewing scientific knowledge and ranking by experts, based on

different features such as patients’ needs, benefit-risk ratios, cost-efficiency and the

soundness of the evidence. Such clinical guidelines can be found in some OECD countries,

as for example in Sweden and the United States. Structuring guidelines for the elderly

population can be challenging, as they often need to address complex co-morbidities, and

studies on younger populations without multi-morbidity may have limited generalisation

value for older populations. Nevertheless, by encouraging standardisation among

providers, the benefits to patients may be optimised (Ekerstad et al., 2008; Boyd, 2005).

Another possible way to improve institutional efficiencies in LTC is care planning. One

of the aims of LTC systems is to enable patients to receive tailored care, according to their

needs. Those needs are determined by an assessment of the individual’s current and past

physical, mental and emotional condition. Collaborative work across health professionals is

required. The definition of LTC care planning or care management differs across countries,

however some core components include patient assessment, care plan development,

monitoring, care co-ordination and responsiveness to crisis situations. In some cases,

psychosocial support may also be included (Sargent et al., 2007; Challis et al., 2010).

Care planning programmes exist in several OECD countries, such as the United States,

United Kingdom, Canada and Sweden (Sargent et al., 2007; Challis et al., 2010). In the

United Kingdom, the National Service Framework for Older People (NSFOP) introduced

in 2001 promoted individual care planning for the senior population, either in hospitals or

in the community. Evaluations of this programme have shown that, although older people

might not perceive improvements as a result of the NSFOP, they do observe improvements

in the LTC systems as a whole (Manthorpe et al., 2007).

Information sharing across government administrations may enhance the administrative

efficiency of LTC services. These may include LTC financing, targeted personal-income tax

measures and transfers, such as pensions, as well as existing social assistance or housing

subsidy programs. In Japan, the introduction of LTC insurance in 2000 aimed, among other

things, at promoting information sharing between LTC and other social sectors (Matsuda

and Yamamoto, 2001).

A wide range of factors may influence inter-agency information sharing. For example,

the policy and legislative context will have an effect on the balance of sharing and

protecting information. The existing governance structures are likely to shape the links

between LTC and social care systems, with respect to data sharing. Technical considerations

play an important role as well; for instance, the degree to which computer systems are
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compatible and the extent to which one organisation has access to personal records held

by another. Information exchange could be facilitated with the use of integrated records,

including shared assessments and care procedures. The need of training and support to

professionals on this issue is evident (Richardson and Asthana, 2006).

The organisation of health and LTC systems, as well as the presence of multiple

payers, can lead to cost-shifting incentives for providers, which may in turn have negative

implications on efficiency and other aspects of care. In order to address these problems,

several policy initiatives, such as capitation payment and pay-for-performance, have been

considered in the United States, although they all have strengths and weaknesses

(Grabowski, 2007).

In sum, some possibly useful approaches to enhance institutional efficiency include the

establishment of good information platforms, the setting of guidelines, the use of care

planning processed, the sharing of data within government administrations and minimising

the cost-shifting incentives. Given that all these interventions are dependent on other system

features, this issue is likely to be a continuing focus of policy makers in the years to come.

10.5. Conclusions
Ageing populations will result in increased demand for LTC services in the future,

placing a higher burden on the expenditure of formal LTC systems. Governments have, or

should, become increasingly concerned with improving the value for money of their LTC

systems. But there is still little measurement and evaluation of this important dimension

of performance.

Nearly all OECD countries have been encouraging home care, in order to limit

institutional costs and satisfy peoples’ preferences to receive care at home. They have done

so through the direct expansion of home care supply, and the implementation of

regulatory measures and financial incentives. Obstacles such as limited home-care

providers, fragmentation of care, and lack of incentives for providers and users have been

identified in some countries. Some evidence suggests that home care may become more

expensive than institutional care for severely disabled people.

LTC payment mechanisms can be used to steer providers towards desired goals for the

system. Here, pay-for-performance initiatives may hold some promise, although their use

in LTC is still limited. Efficiency gains could also be achieved from choice-based

competition across providers, such as in the case of vouchers used in the Nordic countries

to stimulate private providers. The introduction of new technologies could improve the

productivity of LTC workers, but there is a dearth of evaluation of cost-effectiveness of

many “smart” technologies and often technology appears useful as a supplement rather

than a substitute of labour.

Inefficiencies may arise from the interactions of the LTC system with the health care

system. Several OECD countries have targeted the inappropriate use of acute services for

LTC needs via financial measures, changes in administrative responsibilities and the

introduction of information technology. Many OECD countries have attempted to

co-ordinate or integrate health care and LTC services, but the difficulties faced are not

trivial. Policies promoting healthy ageing and prevention have been adopted, among

others, in Japan and Sweden. There is still uncertainty regarding which interventions

would generate the highest health gains for each dollar: this is an area where priority

should be placed in the future.
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LTC systems’ governance is complex and can lead to institutional inefficiencies. Various

approaches could be adopted for improvement, such as establishing comprehensive

information platforms, implementing evidence-based guidelines to support decision-making,

introducing care planning programmes, sharing of information across government

administrations and minimising cost-shifting incentives of providers.

Finally, there is a need to engage with wider societal and public attitudes towards

meeting LTC needs, since these often frame decisions about public funding. Population

ageing requires a change of the “caring mindset”, so that care for older people comes to be

viewed as a priority for society as a whole. Without such a change in attitudes, older people

with LTC needs may be left particularly vulnerable to domestic neglect and unwanted

institutionalisation.

Notes

1. PAI (Plan, Assess, Invest) groups make the assessment.

2. Providers receive a fixed amount for the services provided over a specific period of time,
irrespective of the volume.

3. The discussion on voucher systems in LTC in Nordic countries is based on an analysis carried out
for OECD by Viita (2010) during the summer of 2010.

4. A care manager is typically involved in the screening, assessment, planning, implementation, and
review of individuals living with long-term conditions. Often, the managers are in charge of
organising the services. There is nonetheless variation in the role and tasks of care managers
across countries.

5. Active Ageing, placing greater emphasis on prolonging labour market activity and functional
capacity (WHO, 2002) and Successful Ageing, concerned more specifically with ensuring that
individuals are in good physical and psychological health to endure tense experiences in later life,
are also used in the literature (Oxley, 2009a).
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