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This Policy Brief aims to present information on the current picture 
of (public and private) expenditure on long-term care (LTC) for older 
people and discuss the challenges of financing care. It also reviews the 
rationale for public funding of long-term care needs, since the funding is 
currently relatively low in most European countries when compared to 
other social protection areas. Also, funding schemes are skewed towards 
institutional care, even though most older people are cared for at home 
and age-adjusted nursing home usage rates have been falling. Contrary 
to health care user payments for long-term care can be quite high as a 
percentage of an individual’s income, especially for institutional care. This 
can raise questions about which income groups contribute the most to 
finance care, as users of long-term care are expected to be dispropor-
tionately concentrated in poorer income groups. Using SHARE data, some 
initial results on the potential redistribution effects of home care benefits 
are also discussed.

This Brief is structured in three main sections, framed by some back-
ground information on the context of long-term care policies. While the 
first and the second sections provide an overview of – respectively – pub-
lic and private funding arrangements and expenditure on long-term care, 
with a focus on Europe, the third section explores the potential inequali-
ties resulting from long-term care policies. Finally, some conclusions will 
be presented.

Background: an ageing society

In the present context of demographic ageing the overall concerns over 
the fiscal sustainability of social protection systems have rapidly caught 
up with long-term care (see e.g. European Commission ECFIN, 2009). 
Concerns over the sustainability of long-term care systems have arisen 
in the face of an ageing society because for most people health deterio-
rates with age (Kerkhofs and Lindeboom, 1997). As more people survive 
to later ages the share of those in need of care in the older population is 
likely to rise, requiring specially trained carers to deal with the symptoms 
of disease. The predicted increase in care needs hinges on the hypothesis 
that patterns of health in old-age in the future will at least mirror those 
of today. This is far from being a consensual hypothesis (see Lafortune et 
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al., 2007), but policy-makers would be wise not to rule out the possibility 
that the number of dependent older people will increase in the future.

Demographic ageing could also impact long-term care systems by reduc-
ing the availability of carers. With the working-age population expected to 
shrink in most European Union (EU) countries, the availability of informal 
care – performed to a great extent at present by women and people of 
working age (Hoffmann and Rodrigues, 2010) – may further decrease 
unless there are major migratory labour inflows, while the formal care 
sector can expect existing labour shortages to continue and widen.

With respect to informal care, given falling fertility rates today, the bur-
den of care will be on increasingly older and fewer adult children. Spous-
es might substitute part of the informal care provided today by children 
of working age, especially as male life expectancy is catching up with that 
of women. However, with more people living alone in old-age (Eurostat, 
2001 Census data), new types of solidarity beyond responsibilities of kin-
ship would be needed to support this trend of sharing care responsibili-
ties. At the same time, public employment policies are trying to deal with 
a generally shrinking labour force and aim at increasing labour market 
participation rates of older workers and women, by that on the one hand 
shrinking the available pool of informal carers, but also possibly leading to 
the extension of formal care services and a further commodification of 
long-term care.

The factors mentioned above give reason to call for active policy ap-
proaches addressing current and future challenges for financing long-term 
care.

Public funding of long-term care

The rationale behind public funding

As pointed out by Fernandez et al. (2009) there are strong arguments in 
favour of public intervention in long-term care. The risk of needing long-
term care is associated with potentially catastrophic individual costs for 
the individual (for the use of long-term care services), which makes the 
case for pooling risks across individuals. One way to pool risks would be 
through voluntary private insurance. However, for several reasons a pri-
vate insurance market for long-term care has so far failed to develop and 
it may even be argued that this solution is not really well-suited to ad-
dress the nature of this risk (Barr, 2010). The reasons range from myopic 
behaviour of individuals (there is a particularly high uncertainty regarding 
both the probability of needing care in old-age and the future costs as-
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sociated with it), to problems of moral hazard (individuals are more likely 
to demand for care if fully insured against its costs) and adverse selection 
(whereby only those with a high risk of needing care would actually buy 
insurance).

Collective public funding arrangements have therefore been set up to 
offer basic protection against the risk of needing long-term care in old-
age. These funding arrangements can be universal, i.e. public support is 
provided on the basis of assessed care needs,1 or be means-tested, i.e. 
public support is provided to those deemed to be in need of care whose 
income or wealth falls below a certain threshold. Existing long-term care 
systems in Sweden, Denmark, Austria or Germany would be closer to 
universal, while England would be an example of means-tested systems.

In practice, however, most long-term care systems combine elements 
of universalism and means-testing, as care needs are seldom covered 
completely by public systems, leaving individuals to pay for the remaining 
needs. In Lower Austria, for instance, a person assessed as needing 120 
hours of care is only entitled to 60 hours of subsidised care (Leichsenring 
et al., 2009). More public resources are available if users lack the finan-
cial means to pay, but these are subject to means-tests. On the other 
hand, even in predominantly means-tested systems some services may 
be provided on a needs base only. In England, many health care services 
fall under the scope of the National Health Service (NHS), which aims to 
be universal in its coverage and has therefore limited financial barriers to 
access.

As most long-term care systems are found at the interface between 
health care and social care, they often combine elements of target-
ing (which are characteristic of social care, e.g. in social assistance) and 
universalism (which are characteristic of health care, mostly free for the 
user at the point of delivery and financed through social contributions), 
by that reflecting the lack of integration of care services as well as the 
resulting shortcomings due to cost-shifting between stakeholders (Glasby 
et al., 2010).

The current picture of public expenditure

Accounting for public expenditure on long-term care remains difficult. 
Most countries do not have dedicated budgets for long-term care, and 
the division of responsibilities between stakeholders regarding govern-
ance and finance (e.g. between the state, regional administrations and 
municipalities) adds to the difficulties in accounting for public expenditure 
(Glasby et al., 2010). Even in countries with relatively well-established 
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long-term care systems, e.g. figures on what is spent on dependent older 
people under the health budget remain an estimate at best.

When looking at total public expenditure on long-term care as a per-
centage of the Gross Domestic Product (GDP), it becomes apparent 
that relatively few public resources are devoted to long-term care. This 
becomes especially obvious when compared to pensions or health care – 
as displayed in Figure 1.

Sweden and the Netherlands are by far the highest spending countries, 
but even these do not devote more than four percent of their GDP to 
long-term care. On the other hand, the very low levels of public expendi-
ture exhibited by some countries stem from the very low availability 
of long-term care services or public support to secure adequate care. 
Among the latter group of countries are most of the new EU Member 
States as well as Spain. It is realistic to expect that for many low and  

Current levels of public expendi-

ture are still relatively small and 

diverse among countries.

Figure 1: 
Public expenditure in long-

term care, old-age pensions 
and health care in % of GDP

Note:
Expenditure data for long-term care  

in the United Kingdom refer to  
England only.

Source:  
European Commission, ECFIN (2009), 

Więckowska (2010), Huber et al. (2009) 
adapted from table 7.1. 

For original sources on expenditure 
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medium spending countries public expenditure levels are bound to 
increase, as expectations for more and better care are likely to lead to 
more public resources being channelled to this area.

Although the highest spending countries seem to be countries with a 
predominantly universal approach to the funding of long-term care, it 
would be too simplistic to conclude that this approach to fund long-term 
care necessarily leads to higher public expenditure. Many other factors 
are likely to influence spending ratios, such as: the share of old-age people 
accessing care, the private-public mix of expenditure, the quality of care, 
the type of care provided (institutional vs. home care) and reliance on 
informal care.

Countries with the highest public expenditure levels are also those 
where a higher share of their old-age population accesses professional 
care services (formal care) – either at home or in institutions – or cash 
benefits (Figure 2), which means that securing care to a wider share of 
the old-age population comes at a price. For some of the new EU Mem-
ber States, the current low expenditure levels are simply linked with very 
low availability of formal care. Still, several countries have a similar share 
of older people accessing care, while the corresponding expenditure 
levels and main funding rationale (universal or means-test) are quite dif-
ferent – see e.g. Italy, Germany and Ireland.

Several factors, such as quality 

standards, reliance on informal 

care and public-private mix of 

care are likely to explain  

expenditure differences.

Figure 2: 
Public expenditure and benefi-
ciaries of long-term care (2007 

or latest available year)

Source:  
Huber et al. (2009) adapted from tables 

5.1 and 7.1, Więckowska (2010). For 
original sources on expenditure (except 

Poland) and beneficiaries of long-term 
care see Huber et al. (2009).

Notes:  
Beneficiaries of in-kind and cash benefits. 
Data refer to old-age beneficiaries (60+ 

or 65+), except for Spain, Czech Republic 
and Slovenia, which may include younger 

users. Data for Austria and Germany 
include also those receiving cash benefits.
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Although most people are  

cared for at home, public ex-

penditure is mainly allocated  

to institutional care.

Expenditure levels may also be influenced by quality standards or policy 
options regarding the provision of care. For example, higher spend-
ing countries such as Norway and Sweden have a higher share of single 
rooms when compared to other countries (see OECD, 2005; Marin et 
al., 2009). In Sweden, the total number of beneficiaries of formal care has 
continuously dropped over the past decade without a similar reduction 
in expenditure levels since policy has shifted towards targeting more and 
sophisticated care to older people with higher care needs.

The formal-informal care mix is also substantially different between 
countries. Thus, the degree of (de)familiarisation of care may explain part 
of the differences in expenditure (see Jensen, 2008). For instance, Nordic 
countries and the Netherlands seem to favour the provision of profes-
sional services, whilst at the same time having higher female employment 
rates. While a high share of the population remains involved in informal 
care duties, these are mostly performed by non-resident relatives and 
limited to lighter chores (Huber et al., 2009). Germany and Austria, on 
the other hand, set up their long-term care systems as a way to sup-
plement and support care that was already being provided by family 
members, while slowly increasing formal care services. In any case and 
in all countries, informal care has always been expected to fill the gap of 
the limited availability of formal care services. Indeed, cash allowances 
provided in more and more European countries have partly been able to 
compensate for informal carers’ efforts. However, in Austria, Germany, 
Italy as well as in Greece and Spain they have contributed to the creation 
of new ‘markets’ of informal care provided by migrant care workers from 
Central and Eastern European countries – due to the wage differentials it 
has become affordable to employ persons providing 24-hours care within 
the family to replace adult children who cannot afford to quit their job in 
order to care for their older kin (Di Santo and Ceruzzi, 2010; Bettio et 
al., 2006).

Undoubtedly, the public-private mix of financing may also explain part of 
the differences in expenditure as users and/or their families contribute 
quite heavily, but to different degrees to long-term care costs; not to 
speak of opportunity costs and indirect costs of informal care provision 
that are not even partially taken into account.

Finally, a most important driver of costs is the way in which long-term 
care services are provided. Policy papers in all countries promote ‘age-
ing in place’, and users and their families prefer to be cared for at home 
as long as possible (see Eurobarometer, 2007). Available figures confirm 
that indeed only a minor percentage of older people live in institutional 
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care facilities. Even in the country with the highest percentage (Iceland) 
only 9.3% of all people aged 65 and older live in institutions and the un-
weighted average for the EU countries is only 3.3% (Huber et al., 2009). 
Still, it is for institutional care rather than for home care that most public 
expenditures are reported. In most cases, it appears to be the case that 
public resources have thus far failed to follow the policy discourse and 
expectations of the public.

Figure 3 provides an illustration of this by plotting the share of beneficiar-
ies of long-term care2 that is cared for in institutions (horizontal axis), i.e. 
the balance of care settings used, against the share of all expenditure that 
is allocated to institutional care (vertical axis), i.e. the balance of funding 
according to care settings.

One potential concern regarding the sustainability of long-term care 
systems is that due to population ageing the prevalence of those too frail 
to be cared for in their own homes, and therefore requiring institutional 
care, will increase. Furthermore, this could be further exacerbated by 
changing living arrangements leading to more people living alone in old-
age. For example, in the most recent Ageing Report (European Commis-
sion, ECFIN, 2009) the scenario that could potentially cause the highest 
increase in public expenditure on long-term care was the one where a 

Figure 3: 
Distribution of beneficiar-

ies and expenditure between 
home and institutional care 

(2007 or latest available year)

Source:  
Huber et al. (2009). For original sources 

on expenditure and beneficiaries of long-
term care, see Huber et al. (2009).

Notes:  
Data refer to old-age beneficiaries (60+ 

or 65+), except for Spain,  
the Czech Republic and Slovenia,  
which may include younger users.

Data for Italy refer only to  
users of in-kind benefits.

Data for Austria and Germany include 
also those receiving cash benefits.
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part of informal care was replaced by institutional care. The degree to 
which demographic ageing is thus associated with increased institutional 
care usage may have an important role in shaping future public expendi-
ture on long-term care.

Studies in the United States have shown that population ageing does not 
necessarily translate into higher nursing home usage rates once the age-
ing of the population is taken into consideration (OECD, 2005; Redfoot, 
2005). The same conclusion seems to hold true for five OECD countries 
(Ireland, Canada, the Netherlands, Iceland, Sweden) for which age-adjust-
ed rates of nursing home usage3 were calculated (Figure 4). In most coun-
tries a downward trend is revealed, except for Ireland where the pattern 
is less clear. In all other countries, nursing home usage rates have declined 
continuously over the past decades, with a higher proportion of people 
aged 65+ remaining in their own homes. Thus, population ageing may not 
necessarily translate into higher nursing home usage in the future, which 
means that expenditure scenarios based on higher nursing home usage 
rates are less likely to occur. 

Population ageing does not  

necessarily mean that usage 

rates of nursing homes will 

increase in the future.

Figure 4: 
Age-adjusted rates of people 

aged 65 or over in nursing 
homes in selected countries 

over time (Standard  
population: 2005)

Source: 
Own calculations based on

Eurostat; Statistics Iceland; Statistics 
Canada; National Board of Health and 

Welfare, Statistics – Social Welfare 
(Sweden); CBS Statline (Netherlands); 
Department of Health and Children, 

Annual Survey of Long Stay Units (Ireland).
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Private expenditure:  
How deep are the users’ pockets?

Users of long-term care services and their families may also be called 
upon to contribute to finance their care. These contributions may result 
from a voluntary decision to acquire more or better-quality care (e.g. 
residing in a single room while in a nursing home), or may arise from 
the fact that public benefits only cover for part of the care needs or 
are subject to means-tests. Thus, many older persons have to resort to 
private care providers, e.g. in means-tested systems like England and 
Spain. In other countries, users in institutional care are usually required 
to pay for board and lodging (e.g. in Germany, France, the Netherlands or 
Denmark). Estimated private expenditure for Switzerland corresponds to 
1.5 times what is publicly spent, while estimates for Germany and England 
place that figure at 0.4 and 0.3 times public expenditure, respectively. For 
the Nordic countries private expenditure seems to be much lower in 
comparison (Huber et al. 2009). Depending on the design of the system, 
however, it can prove difficult to disentangle cash benefits used to pay for 
services from additional out-of-pocket payments for those services.

While for health care “social protection systems and private health 
insurance have managed to contain costs faced by private households” 
(Marin et al., 2009: 15), e.g. by exempting some groups from payment 
(low-income households, old-age pensioners), cost-sharing in long-term 
care is much higher. On the system level, in Finland e.g. 22% of total costs 
for long-term care were paid by the users, while for health services the 

Figure 5: 
Users’ fees in institutional 

care (2007 or latest  
available year)

Notes:  
For Spain and England, figures refer to 

private institutions only.
Figures for Austria refer to selected 
institutions that although including 

different locations and typologies are not 
meant to be a representative sample.

For Belgium, figures refer to public 
institutions only.

Source:  
Huber et al. (2009), figure 7.14: 121.
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corresponding figure was only 4.2%. On the individual level, users of insti-
tutional care in Austria may be required to contribute to the costs with 
as much as 80% of their old-age pension, as well as their long-term care 
allowance and convertible assets. Therefore, even though the allocation of 
resources is severely tilted towards institutional care, users and families 
are still required to contribute heavily to finance it (Figure 5).

As a form of income protection, some countries have established caps on 
the co-payment amounts levied on users, or established minimum per-
centages of disposable income that users must be allowed to keep after 
paying for care (Glasby et al., 2010). User co-payments can nevertheless 
have an impact on the redistributive effect played by long-term care ben-
efits. Most systems are progressive in the way revenues are raised (e.g. 
through payroll taxes); a progressivity that may be reinforced through the 
link between income and need for care (Fernandez et al., 2009: 13). How-
ever, depending on the design of co-payments, this redistributive effect 
may be weakened, i.e. individuals from the poorer quintiles may benefit 
the most from subsidised care (see below), but may also contribute the 
most, either in absolute terms or in percentage of their income.

Possible equality considerations of long-term care benefits

It is well worth to look at the income situation of long-term care users in 
different countries. Even in countries where user co-payments represent 
a fixed share of the user’s income (and are proportionally distributed), 
payment structures can potentially be regressive. This is due to the fact 
that long-term care service use is skewed towards low-income groups 
(Klavus, 2010), i.e. users from low-income groups have a higher need for 
long-term care services and hence also pay for long-term care serv-
ices more often, resulting in higher average payments in poorer income 
groups (see Glasby et al., 2010, on an example in Finland).

Users of professional home care4 were analysed considering equivalised 
gross household income, using data from the 2004 baseline Survey on 
Health, Ageing and Retirement in Europe (SHARE). The focus of the 
analysis dealt with two policy-related questions:

capacity to pay, i.e. are people in high-income groups more likely to 
receive professional care at home than people in low-income groups?

-
viewed regarding the relationship between income and use of formal 
home care?

Low-income groups have a 

higher need for long-term care 

services, but co-payments may 

result in higher average pay-

ments in poorer income groups.
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The descriptive analysis in the eight countries5 studied (Austria, Belgium, 
Denmark, France, Germany, Italy, the Netherlands, and Sweden) suggests 
that three different groupings of countries can be distinguished with 
regard to home care users’ characteristics. As shown in Figure 6, in Den-
mark and Sweden, the Netherlands and France the proportion of people 
aged 50+ in the poorest income quintile receiving home care is substan-
tially larger than in the richest income quintile, which indicates that the 
system is in principle progressive – a characteristic that can be mitigated 
by the design of regressive co-payment structures (see above). In Sweden 
and Denmark differences in use between income groups increase further 
among elderly home care users (65+), whereas the gap decreases in the 
Netherlands and France among 65+ users. Conversely to the first cluster 
of countries, the second one (comprising Austria, Germany and Italy) 
displays a substantially larger proportion of richer people (in the highest 
two income quintiles) who benefit from formal home care than people 
in the poorest quintile. That might indicate less progressive systems of 

Figure 6: 
Proportion of beneficiaries 
of formal home care within 
the poorest and the richest 
quintiles, respectively, in the 

countries studied (in percent).

Source: 
Own calculations based on  

SHARE 2004 baseline.
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formal home care than in the first group of countries. While the differ-
ences balance out in Austria in the 65+ age groups, the gap between 
income groups among the elderly becomes larger in Germany and Italy. 
In both of the latter countries considerably larger percentages of people 
in high-income groups receive professional care at home compared to 
the lowest two income quintiles (see Annex for more details). In Spain no 
clear pattern could be identified in both age groups (50+ and 65+) but 
a tendency towards a larger proportion of home care users in middle-
income quintiles was found, which is also true for 65+ users in Belgium.

While these observations offer interesting preliminary insights into actual 
differences in use between income groups in different countries, results 
do not include information about the health status of formal home care 
users. Therefore, we will now turn to comparing the odds6 of receiv-
ing professional home care for the two richest income quintiles in each 
country with the odds for the two poorest quintiles. Health status and 
care needs are approximated by controlling for the number of limitations 
in Instrumental Activities of Daily Living (IADLs) such as preparing meals 
or doing housework.

Are high-income groups more likely to receive home care?

The most striking result when comparing the odds of different income 
groups is that in those countries that privilege provision of professional 
care services (be it home care or service housing) people from low-
income quintiles have a higher chance of receiving formal home care, i.e. 
the systems seem to be more progressive. By contrast, in countries that 
rather provide cash for care benefits – or at least the option to receive 
cash rather than in-kind benefits – low-income groups do not stand an 
equally high (or higher) chance as high-income groups of receiving formal 
home care services, i.e. formal care systems may be less progressive.

From this analysis we draw the conclusion that in the Netherlands, Swe-
den, and Denmark – where a large sector of formal home care and serv-
ice housing exists (Huber et al., 2009) – as well as in Belgium and France, 
people from the two poorest quintiles are more likely to receive care 
in their own homes than people in the two richest quintiles (Figure 7). 
The progressivity in the odds of receiving home care persists also among 
older age groups (65+) in the Netherlands, Denmark and Sweden. Results 
turn non-significant for Belgium and France in the elderly age groups.

People in the two poorest  

income quintiles in the  

Netherlands, Denmark and 

Sweden are more likely to re-

ceive formal home care services 

than people in the two richest 

income quintiles, i.e. the system 

seems to be progressive.
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In Germany, by contrast, among elderly people 65+ the use of formal 
long-term care services at home is skewed towards high-income groups. 
In fact, the richest two income quintiles in Germany are more than twice 
as likely to receive formal home care as the two poorest income quintiles 
in the elderly age groups, pointing to a potentially regressive system of 
formal home care. Similarly, in Austria and Italy, no indications were found 
for a progressive structure of formal home care services. The values of 
odds ratios hint to the fact that high-income groups might be more likely 
than low-income groups to benefit from formal home care services in 
Austria and Italy, yet no valid conclusions can be drawn because results 
are not statistically significant. When including privately-paid providers in 
the analysis, results for people aged 50+ become statistically significant 
for Italy (see Annex) – meaning that high-income groups in Italy are more 
likely to benefit from (publicly funded and privately paid) formal home 
care services.

Relating these results to the designs of long-term care systems it is inter-
esting to notice the large degree of flexibility in the use of (non means-
tested) cash allowances for care in Austria and Italy (Huber et al., 2009), 
e.g. making it possible to pay for informal care, especially in low-income 
groups. In Austria high-income groups account for the largest group of 
formal home care users, yet 80 percent of the Austrian care allowances 
are directed to the two lowest income quartiles (Mühlberger et al., 2008), 
giving reason to assume that low-income groups mostly turn to the use 
of informal rather than formal care services. In line with the analysis 
above, a study on the German system of long-term care insurance also 
revealed that the influence of economic reasons often leads low-income 

Figure 7: 
Odds ratios of people aged 

50+ and 65+ in the two rich-
est income quintiles receiving 

formal long-term care at home 
(compared to the two poorest 

quintiles).
Notes:  

Odds ratios larger than 1.0 mean that the 
likelihood of receiving professional home 
care is higher for the two upper quintiles 

and odds ratios smaller than 1.0 mean 
that the likelihood of receiving formal 

home care is lower for the two  
upper quintiles.

Source:  
Own calculations based on  

SHARE 2004 baseline.

Results are significant at the 10-percent level, except for the striped bars.
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groups to opt for informal rather than formal care (Klie and Blinkert, 
2002). In addition, information about the availability of alternatives to 
informal home care might not always be readily available to less well-off 
families. 

For Spain no consistent and statistically significant results were found. 
Possibly, this is due to the fact that in Spain and other Southern European 
countries available care services are scarce and, hence, relatives often 
take on caring responsibilities (Huber et al., 2009).

The results indicate that using cash benefits as opposed to in-kind ben-
efits for long-term care may have differing redistributive effects. Public 
benefits do not usually cover all care needs and often require users to 
top-up subsidised care (see example of the Lower Austria region above). 
In such cases, when there is the option to take cash and use it to pay 
for an informal carer, this might be preferred in low-income groups. That 
is, top-ups will be less affordable for them and thus they rather use the 
cash benefit to pay a migrant carer or a family member, taking the cash 
benefit as a supplement to household income. For example, in Germany, 
when given a choice, 71%  of people being cared for at home preferred 
to receive a benefit in the form of cash (over receiving in-kind benefits), 
and 16% opted for a combination of cash and in-kind home benefits7. In 
other countries, such as Sweden and Denmark, almost exclusive reliance 
on professional care services (in line with the “Nordic” model of social 
protection) allows for de facto targeting of low-income groups or of 
those more in need of care, and even in countries (like France and the 
Netherlands) that use cash allowances to some extent but where these 
come with a lot of strings attached, the redistributive effects seem to 
be much different from Germany, Austria and Italy. These arguments still 
need to be further tested, but they seem to match the empirical results 
presented here.

Conclusions

Despite concerns over the sustainability of long-term care systems, the 
fact remains that public resources devoted to this area of social policy 
are dwarfed by what is spent in other areas such as health or pensions. 
To some extent this is possible because families still provide a signifi-
cant share of care in many countries, as only a minority of older people 
accesses professional care services. Not surprisingly, most Europeans 
thus believe that older people have to rely too much on their relatives 
for care and fear that in the future they will not be able to access care 
due to financial reasons (Eurobarometer, 2007). As shown in this Policy 

Structures of formal home 

care services seem to be more 

progressive in countries where 

in-kind services for formal home 

care are provided (e.g. Sweden, 

Denmark, the Netherlands) 

than in countries where mostly 

cash benefits are used (e.g.  

Germany, Austria, Italy).
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Brief, the co-payments required from users and their families can be quite 
high, especially for institutional care. Similarly, most public resources are 
devoted to institutional care despite the fact that most people are cared 
for in their homes. Available data, however, indicate that an ageing popula-
tion may not necessarily be associated with an increased need for insti-
tutional care. This strengthens the case for further differentiating formal 
care services, for better coordination between health and social care 
facilities and for developing home care, rather than continuing to finance 
relatively costlier nursing homes for the older population. Another policy 
option would be protection against long-term care through a compulsory 
insurance, a solution favoured by the large majority of people in the EU 
(Eurobarometer, 2007).

There is not a ‘one size fits all model’ when it comes to financing long-
term care, with different systems (universal or means-tested) being 
associated with different trade-offs. The same holds true for the several 
options available to provide those in need of care with the means to se-
cure the care they require, either through services or cash benefits. How-
ever, policy-makers should be aware of the potential inequalities associ-
ated with the different ways of financing and providing long-term care. 
Based on the preliminary results on formal home care presented here, 
it seems that in countries with a wide range of care services available 
(e.g. Denmark, Sweden) low-income groups are the ones most likely to 
receive formal care at home. In countries where cash for care allowances 
are handed out according to needs and a high degree of flexibility in use 
exists (e.g. Austria, Italy) it is the high-income groups that are more likely 
to benefit from formal home care services, whereas low-income groups 
might tend to use care allowances to pay informal carers instead. Being 
cared for at home is the preferred option of both users and their families 
in most countries (Eurobarometer, 2007), but should not be a question of 
affordability, or availability, of informal carers within the family. Therefore, 
it is recommendable that sufficient professional care services are available 
for users to be able to choose their preferred option.
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Notes

1 It must be underlined that there is no objective and common defini-
tion of long-term care needs so that coverage and entitlements are 
also dependent on political decisions. Needs assessment tools thus dif-
fer between countries to the degree that, for instance, in the Austrian 
long-term care (LTC) allowance scheme about 17.8% of the old-age 
population is entitled to an attendance allowance, while in the German 
LTC insurance only about 10.5% of the old-age population receives 
benefits.

2 One should bear in mind that this is different from the percentage of 
older people. 

3 The risk of needing care increases with age, so that the crude usage 
rate of institutional care is influenced by the age structure of the popu-
lation, i.e. an older population may be more prone to need care. Com-
paring the usage of institutional care between two or more different 
points in time must therefore be made independently of the (potential-
ly different) age structure of the population. Age-adjusted frequencies 
of usage are calculated by multiplying the usage rates of each age group 
(59-65, 70-74 etc.) in every individual year with the (constant) standard 
population of a specific year (in this case, 2005) for the respective age 
group. The sum of the age-adjusted frequencies is then divided by the 
total standard population (65+) to calculate age-adjusted usage rates.

4 A user of professional home care is defined as a person who received 
any of the following in his/her own home in the 12 months before the 
survey: (i) professional or paid nursing or personal care; (ii) profession-
al or paid home help for domestic tasks that one could not perform 
oneself due to health problems; (iii) meals-on-wheels. Also, people who 
(iv) stayed in a nursing home temporarily in the 12 months before the 
survey are included, while permanent nursing home residents are not.

5 Greece and Switzerland were excluded from the analysis, as the sam-
ple sizes of home care users in these two countries were too small. 
Also, not sufficient information on formal home care use was given for 
Israel.

6 The parameters of binary-choice models are estimated by maximum 
likelihood techniques. To express likelihoods, odds ratios are used, 
which re-arrange probabilities in terms of the odds of y=1.

7 Source: Data from the German Federal Ministry of Health, retrieved 
from [http://www.bmg.bund.de/cln_169/nn_1169696/EN/Pflege/
pflege__node.html?__nnn=true], accessed on 23rd August 2010.



 PAYING FOR LONG-TERM CARE

POLICY BRIEF SEPTEMBER 2010

17

References

Barr, N. (2010) ‘Long-term Care: A Suitable Case for Social Insurance’, in: 
Social Policy & Administration, 44(4): 359-374.

Bettio, F., Simonazzi, A. and Villa, P. (2006) ‘Change in Care Regimes and 
Female Migration: The “Care Drain” in the Mediterranean’, in: Journal of 
European Social Policy, Vol. 16(3): 271-285.

Di Santo, P. and Ceruzzi, F. (2010) Case Study on Migrant Care Workers in 
Italy, Rome: Studio Come (unpublished INTERLINKS Working Paper).

Eurobarometer (2007) Health and Long-term Care in the European Union, 
Special Eurobarometer 283, Survey conducted by TNS Opinion & 
Social upon the request of the European Commission, Directorate 
General Communication, ‘Public Opinion and Media Monitoring’.

European Commission, ECFIN (2009) The 2009 Ageing Report: Economic 
and Budgetary Projections for the EU-27 Member States (2008-2060), 
European Economy 2/2009, Brussels.

Fernández, J.-L., Forder, J., Trukeschitz, B., Rokosová, M., and McDaid, 
D. (2009) How Can European States Design Efficient, Equitable and 
Sustainable Funding Systems for Long-Term Care for Older People? 
Policy Brief 11, Health Systems and Policy Analysis, Copenhagen: WHO 
Regional Office for Europe.

Glasby et al. (2010) Governance and Finance in Long-term Care – Euro-
pean Overview Paper, Report prepared under the FP7 Project IN-
TERLINKS, Birmingham/Vienna: Health Services Management Centre/
University of Birmingham, European Centre for Social Welfare Policy 
and Research (forthcoming).

Huber, M., Rodrigues, R., Hoffmann, F., Gasior, K. and Marin, B. (2009) Facts 
and Figures on Long-term Care – Europe and North America, Vienna: Euro-
pean Centre for Social Welfare Policy and Research.

Jensen, C., (2008) ‘Worlds of Welfare Services and Transfers’, in: Journal of 
European Social Policy, 18(2): 151-162.

Kerkhofs, M. and Lindeboom, M. (1997) ‘Age-related Health Dynamics and 
Changes in Labour Market Status’, in: Health Economics, 6: 407-423.

Klavus, J. (2010) ‘Patient Fees and Costs of Health Services in Finland’, in: 
Klavus, J. and Pekurinen M. (eds.) Health Care Financing: Economic Per-
spectives, Debate and Empiricism, Helsinki: National Institute for Health 
and Welfare (forthcoming).

Klie, T. and Blinkert, B. (2002) ‘Pflegekulturelle Orientierungen‘, in: Tesch-
Römer, C. (ed.), Gerontologie und Sozialpolitik, Stuttgart: Kohlhammer, pp. 
197-217.

Lafortune, G. and Balestat, G. (2007) Trends in Severe Disability Among 
Elderly People: Assessing the Evidence in 12 OECD Countries and the 
Future Implications, OECD Health Working Papers No. 26, Paris: OECD.



 PAYING FOR LONG-TERM CARE

POLICY BRIEF SEPTEMBER 2010

18

Leichsenring, K., Ruppe, G., Rodrigues, R. and Huber, M. (2009) ‘Long-term 
Care and Social Services in Austria, Paper prepared for the Workshop 
on Social and Long-term Care at the World Bank office in Vienna, 
Vienna: European Centre for Social Welfare Policy and Research.

Marin, B., Leichsenring, K. Rodrigues, R. and Huber, M. (2009) ‘Who Cares 
– Care Coordination and Cooperation to Enhance Quality in Elderly 
Care in the European Union’, Vienna: European Centre for Social Wel-
fare Policy and Research.

Matthews, R.J., Smith, L.K., Hancock, R.M., Jagger, C., and Spiers, N.A. 
(2005) ‘Socioeconomic Factors Associated with the Onset of Disability 
in Older Age: A Longitudinal Study of People Aged 75 Years and Over’, 
in: Social Science and Medicine, 61(7):1567-1575.

Mühlberger, U., Knittler, K., and Guger, A. (2008) Mittel und langfristige 
Finanzierung der Pflegevorsorge, Vienna: Austrian Institute for Economic 
Research (WIFO).

OECD (2005) Long-term Care for Older People, Paris: OECD.
Pijl, M. and Ramakers, C. (2007) ‘Contracting One’s Family Members: The 

Dutch Care Allowance’, in: Ungerson, C. and Yeandle, S. (eds), Cash-
for-Care in Developed Welfare States, Basingstoke: Palgrave Macmillan: 
81-103.

Redfoot, D.L. and Houser, A.N. (2005) “We Shall Travel On”: Quality of 
Care, Economic Development, and the International Migration of Long-
Term Care Workers, Washington: AARP Public Policy Institute.

Więckowska, B. (2010) Long-term Care Financing – The Case of Poland, 
Presentation at the Workshop “Long-term Care in Europe – Discussing 
Trends and Relevant Issues”, Budapest, 22-23 February 2010. 



 PAYING FOR LONG-TERM CARE

POLICY BRIEF SEPTEMBER 2010

19

Annex

Table 1: 
Proportion of people  

receiving home care in each 
quintile in respective age 

group (in percent)

Source:  
Own calculations based on  

SHARE 2004 baseline.

Table 2: 
Estimation of the likelihood 

of receiving formal home 
care (excluding privately paid 

providers) of the highest two 
income quintiles (compared 

to the lowest two income 
quintiles), controlling for 

the number of limitations in 
instrumental activities  
of daily living (IADLs)

Source:  
Own calculations based on  

SHARE 2004 baseline.

≥ 50…Age group 50 years and older     ≥ 65…Age group 65 years and older
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Table 3: 
Estimation of the likelihood 

of receiving formal home 
care (including privately paid 

providers) of the highest two 
income quintiles (compared 

to the lowest two income 
quintiles), controlling for 

the number of limitations in 
instrumental activities  
of daily living (IADLs)

Source:  
Own calculations based on  

SHARE 2004 baseline.
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