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Executive Summary .: 

Purpose The aging of our nation’s population and rising health care costs have 
elevated long-term care for older Americans to an issue of national 
importance. In the United States, the number of people age 6!j and older 
will exceed 20 percent of the total population by the year 2030, up from 
12.5 percent in 1990. Public and private spending for long-term care has 
risen dramatically over the past 10 y ears--exceeding $100 billion in fiscal 
year 1993-and is projected to continue this upward trend. At the same 
time, there is considerable consumer dissatisfaction with the cost of and 
access to this care+’ 

To varying degrees, other countries also face aging populations, cost 
pressures, and service delivery problems. As part of their long-standing 
health and welfare systems or through recent modifications, these 
couutrks are trying to address the dif6culties of providing long-term care 
benefits. To examine these efforts, the Chairman and Rank@ Minority 
Member, Senate Special Committee on Aging, asked cr~o to retiew the 
provision of long-term care services in Canada, Germany, Sweden, and the 
United Kingdom Specifically, GAO examined (1) the financing and 
cost-containment measures these countries use to control public spending 
for long-term care and the (2) administrative and delivery approaches the 
countries use to expand the range of and access to services. 

Background Longtenn care is shorthand for a wide array of services for the elderly and 
the chmnically ill or persons of any age with disabilities. The services 
range from the treatment of chronic ilh-tesses to housekeeping and 
personal care assistance, such as bathing and grooming. They are provided 
in numing homes, at home, or at community facilities. 

In the United States, numerous federal, state, and local programs are 
available to fund and deliver longterm care services, but individuals often 
have trouble gaining access to services. Many people are not aware of 
available services; others find that services are unaBordable and that 
eligibiliw criteria for publicly provided or subsidized services vary among 
agencies and pmgrams. The dram on an individual’s resources to finance 
long-term care is also common. In the case of nursing home care, for 
example, the Medicaid program requires that individuals ‘spend down,” or 
deplete, most of their assets before becoming eligible for Medicaid 
assistance. 

‘Long-Term Care: Dernogtaphy, Ddlas, and IXsa&&m 
Apr. 12, 1994). 
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The countries reviewed have faced access barriers and service delivery 
problems resulting from cir cumstances sindlar to those in the United 
States. Responsibiity for longterm care has been fragmented among msny 
agencies and providers; some countries have had strict Gnancial criteria to 
obtain public as&stance for long-term care; and most public funds have 
been spent on expensive institutioti care. 

Results in Brief 

Like the United States, these counties must also handle aging populations 
and rising government spending on long-term care. In 1990,lS percent of 
Sweden’s population, almost 16 percent of the United Eingdom’s 
population, and 12.5 percent of the US. population were over age 65. 
Between 1980 and 1990, nal;ional welfare spending on nursing home care 
rose two and a half times in Germany, over two times in the United States, 
and Tom vktually nothing to $2 billion in the United Kingdom as a result 
of 1983 legislation providing government support of resident&J long-tern 
care. 

In recent years, the Congress has considered numerous proposals for 
reforming the Snancing and delivery of long-term care services. As 
originaUy introduced, the Health Security Act of 1993 included a new 
fedemkstate program sponsoring home and community care. Key features 
of the legislation were similar to reforms undertaken in the countries 
reviewed. 

Like the United States, other countries are pursuing competing goals for 
long-term care: to contain public spending while enhancing access to 
services, particularly home and community care. To contain spending 
growth, the countries reviewed are applying global or capped budgets 
(limits on public spending) to long-term care expenditures and have 
streqthened other controls, such as cost sharing, fee negotiation and rate 
setting, and management of nursing home bed supply. Germany is in the 
process of developing a budget expressly for Iong-term care spending, 
while certain Canadian provinces, the United Kingdom, and Sweden have 
recently given local governments tied budgets to fund nursing home care 
or home and communi~ services. 

I.&n&d budgets have prompted the countties to seek ways to deliver 
services more efficiently. One method is to decentralize and consolidate 
responsibility for long-term care. Sweden, the United Kingdom, and 
several Canadian provinces have empowered single local government 
agencies to admirWer services, creating a ‘onesstop shopping” or single 
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point of entry approach for long-term care services. These agencies rely 
increasingly on case management to assess needs, coordinate the health 
and social services components of care, and allocate resources. Germany 
has invested its sickness funds-its nationally regulated insurers-tith 
the responsibility for administering long-term care benefits. 

In addition, the countries have instituted, or plan to institute, one or more 
of the following features: 

l eIigibil&y based on functional rather than mcial need; 
0 emphasis on home and communiIy care rather than the more expensive 

institutional care, where appropriate; and 
l support for famJy members and other informal caregivers through 

EIQUKZM or other benefits. 

Whether the countries can broaden the pool of individuals eligible for 
public benefits, develop and encourage home and community services, 
and support informal caregivers within existing budgets remains to be 
seen. Of the countries reviewed, only Germany will add new funds 
($7.3 billion annually) to expand long-term care coverage and benefits. 
Using exi&ng funding levels, the other countries hope to expand access 
through some combination of a reallocation of funds among sector and 
greater efficiency in service delivery. Officials in some countries are 
skeptical, however, about the Likelihood of expanding services without 
also increasing expenditures. If public budgets are not adequate, officials 
fear that governments may raise cost-sharing requirements to a level that 
exceeds the means of many people, resulting in having to either deny 
access to services or make services dependent on means testing. 

For Sweden and certain Canadian provinces, where universal health care 
coverage has traditionally included certain long-term care benefits and 
reforms include reallocation of funding, there is potential to cover a 
greater array of services while controlhng cost growth Expansion of 
services also appears feasible in Germany, where additional taxes will be 
used to pay for long-term care. In the United Kingdom, however, concern 
exists that recent efforts to reorganize the Snanchg and delivery of 
long-term care without explicitly increasing resources may not improve 
access to services. 

Page 4 GAOhiEHs-94-164 Mernational Long-Term Care 



Counties Put Long-Term 
Care on a Budget 

Until recently, Germany and the United Kingdom provided bene&s largely 
through webre programs with uncapped entitlements. The United 
Kingdom has just put long-term care benefits on a fixed budget, and 
Germanyplanstodo~in1995.Germanyintendstocapspendingbytying 
spending growth for long-term care to growth in the payroll taxes used to 
finance care. The United Kingdom, basing its long-term care budget on 
existhg funding levels, has temporarily restricted the amount of money 
local authorities can raise through imposing taxes. 

hlcanada,manyprovmcesarein creasing support for long-term care by 
reaIlocatmg funds from acute care. However, to control costs of long-term 
care, provinces are also beginning to fix spending for certain services, For 
example, British Columbia has set a global budget for nursing home care, 
and Ontario has capped the budgets for locally a&nMstered home and 
community care. When Sweden recently consolidated the responsibility 
for financing long-term care within its municipaI governments, it 
temporarily restricted municipalities’ authority to raise taxes for all public 
services. This restriction implies that long-term care spending can only 
increase at the expense of other services. 

Critics of the new budget reforms are concerned that spending tits 
could create shortages of services or discourage delivery innovations. 
They also cite tie need to conduct periodic assessments of the 
population’s long-term care needs to develop appropriate funding levels. 

Countries Stress Cost Except for Germany, the countries reviewed are generally unwilhg to 
Sharing, Other Controls to commit new funds to expand access and coverage for long-term care, as 

Stretch Limited Public suggested by the spending limits recently unposed. Countries are therefore 

F7lnding 
asking individuals to pay out of pocket--or share costs-usually in the 
form of copayments based on ability to pay. 

Gemany, Sweden, and some Canadian provinces separate the costs of 
institutional care into a lodging component and a care component Public 
funds generally pay for care, while the individual generally pays for 
lodging. Under recent reforms to be implemented in 1995, Germany has 
not established guidance on what constitutes care as distinct &om lodging, 
giving payers and possibly providers the incentive to shift as much of the 
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care costs as possible to the individual. Ifthe individual’s costsharjng 
requirements make services unaffordable, more people then become 
eligible for public assistance, with welfare remaining a major source of 
funds for nursing home care. In the United Kingdom, cost sharing for 
nur&ng homes is set centrally while requirements for other services are 
established locally. Under tax-raising restrictions, local authorities 
anticipate growing cost-sharing requirements that could result in pricing 
long-term care services beyond the reach of individuaIs of modest means. 
In Sweden, despite traditionally heavy government subsidies of lo-term 
care, recent limits on municipalities’ authority to raise Woes lead officials 
to expect additional cost-sharing requirements. 

The countries’ new budget limits underscore the importance of other cost 
controls. Governments will continue to set prices for services either 
independently or through negotiations with providers. Cfficials report that 
budget concerns will &ely result in greater efforts to bmit prices, raising 
fears that low prices may require providers to compromise on quality. 
Governments will also continue to control the supply of beds in nursing 
homes and other institutions to limit use. 

Countries Seek to Enhance In the United Kingdom, Sweden and certain Canadian provinces, 
Access Through 
Decentralization 
Consolidation 

and 
responsibility for long-term care, which was previously divided among 
many agencies and govemmentaI levels, has been decentralized and 
consolidated at the most local levels of government. Now individuals can 
seek access to services through single local agencies. In the United 
Kingdom, for example, local authorities are newly responsible for 
determining the community’s long-term care needs. The intent is for case 
managers-generally a team of health and social service professionals-to 
assess individuals’ needs and obtain the appropriate mix of services that 
are available from various public and private organizations providing care. 
Similar arrangements exist in Sweden and the provinces of British 
Columbia and Ontsrio. 

Germany’s fragmentation of home and community long-term care among 
various private organizations has created uneven access ~JJ services across 
geographic areas. When reforms are implemented in 1995, Germany will 
mandate that its 1,200 sickness funds, which currently reimburse 
providers for acute health care services, provide a standard package of 
long-term care benefits. 

Page6 GAo/HEHs-W164 Internatioxd Lang-Term Cere 



Executive Sammary 

_- . . 

Counties Broaden 
Eligibility by Making 
F’unctiona;l Need Top 
Criterion 

Under countries’ new arrangements for administering long-term care, an 
individual’s eligibility for services is not intended to be based on ability to 
pay. By contrast, in the United States, Medicaid provides &tncial 
assistance for long-term care only to individuals with few financial assets. 
The program tests people’s ticial means to determine eligibility for 
bend% Although this is true for Germany now, coverage for lon@erm 
care be&%-both nursing home and home and conununlty care-will be 
provided through insurance in 1995, making financial need a consideration 
only for services not covered by the standard package of benefits. 

Sweden and certain Canadian provinces have Wulitionally provided 
long-term care services on the basis of functional need-that is, a person’s 
ability to perform self-care functions such as bathing, grooming, and 
housekeeping. In the United Kingdom, functional need is expected to be 
the local authority’s Grst consideration in providing benefits, but officials 
are concerned that Iixed budgets may require the agency to apply some 
form of means testing once it makes an initial functional need assessment 

Counties Seek to Cultivate For the countries reviewed, most public spending on long-term care has 
Home and Conumr&y supported institutional-largely nursing home-care. In cases where care 

Care Services needs are modest or family caregiving is available, care provided at home 
or a community facility is generally more economical than nursing home 
care. 

The German reforms to be implemented in 1995 explicitly endorse the use 
of home and community care. The legislation states that, to the extent 
possible, individuals requiring long-term care should be able to live at 
home. Similarly, a stated goal of U.K. reforms is to improve access to 
services, including home and communii~ care. Local officials are doubtful, 
however, that public support for these services will expand significantly 
with the use of only e&ting funds. British Columbia has begun 
rea&xaGng funds from its global budgets for physician and hospital 
services to spending for home and community services. Ontario’s goal is to 
increase public spending on home and conummi~ care by 1997 from 20 to 
30 percent of alI long-term care spending. Sweden, which already spends 
35 percent of its long-term care resources on home and community care, 
has recently expanded services in this area, providing a wider variety of 
home nursing, persoti care, adult day care, supportive housing, meal, and 
transportation services. 
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Some Countries Encourage To stretch public resources and compensate famiI.ies for the burden of 
Informal Caregiving providing long-term care at home, countries provide various financial 

benefits to family caregivers. Germany’s reforms will enable individuals to 
receive cash beneiits to pay family members and others for providing 
long-term care services. In addition, unpaid informal caregivers wiIl be 
entitled to certain employment beneiits, such as public pension credits. 
Sweden requires employers to grant up to 30 days of paid leave for 
providing home care. Sweden also pays salaries to famiIy members who 
give fuIl-time or part-time care. Under 1992 reform legislation, the national 
government expected to provide municipalities additional funds to 
support informal caregiving. 

Implications for Observations made on other countries’ efforts to expand access to a 

Lang-Term Care 
broader range of long-term care services while keeping public costs 
manageable may help inform policy decisions in the United States. It is too 

Reform in the United soon to judge the outcome of countries’ recent reforms, but it may be 

States useful to recognize certain common tiemes in their approaches to 
controlling costs and administering services: 

l F’ixed budgets or spending caps, coupled with other controls, may control 
costs but could also threaten access. 

l Consolidating the administration of long-term care should make service 
delivery more responsive to the individual. 

l increased public support for home and community care should improve 
individual satisfaction with services while avoiding costly institutional 
care. 

Mindful of the foreign experience, the United States will want to deliberate 
on the division of responsibility between the public and private sectors 
and the appropriate role of these sectors in both the fmancing and the 
delivery of care. 

Recommendations GAO is making no recommendations, 

Agency Comments GAO obtained commems on this report from long-term care experts and 
fkom selected officials in each country studied. Their suggested revisions 
were incorporated, as appropriate, into this report. 
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Chapter 1 

Introduction 

The aging of the population and the escalating cost of protiding services 
has made long-term care-nursing home services and home and 
community-based care-a critical public policy issue in the United States. 
Demographic trends point to a sign&ant rise in the number of frail 
elderly in need of long-term careq2 At the same time, the supply of family 
and friends who currently provide most of the long-term care informally, 
or on an unpaid basis, is expected to decline. 

Numerous federal, state, and local programs fund and admi&ter various 
long-term care services and serve a large portion of the population in need 
of care. Not all those who need care, however, have access to appropriate 
or preferred services or an adequate means to pay for them. Individuals 
and their families must either make substantial contributions to pay for 
their care, deplete income and assets to qualify for public assistance, or 
simply do without needed services. 

Other countries are also experiencing aging populations, rising public 
costs for long-term care, and service access problems. In response to these 
concerns, some counties are modifying their existing systems or 
overhauling their systems of financing and ad . . ’ tion. Accordingly, 
the Chairman and Ranking Minority Member of the Senate Special. 
Committee0nAgingaskedust.o examine recent reforms as well as 
traditional mechanisms for financing and delivering long-term care in 
Canada, Germany, Sweden, and the United Kingdom This review 
examines the countries’ controls for containing public spending and 
strategies for enhancing access to services. 

Long-Term Care 
Reforms Being 
Considered in the 
United States 

Lang-term care encompasses a variety of services ranging from 
therapeutic interventions for the treatment and management of chronic 
illness to assistance with basic activities of daily living, such as bathing, 
dressing, and other personal care needs. These services are needed by 
individuals who have lost some capacity for self-care due to chronic illness 
or physical or mental conditions that result in both functional impairment 
and physical dependence on others for an extended period. ik&jor 
subgroups of individuals needing such care include the frail elderly, those 
with physical or developmental disabtities, and those with cognitive 
impairments. Health and social service professionals are the formal 
providers of care; family and friends are the informal caregivers. Services 

Ppwans in need of long-term care include not only the fzail elckdy but also younger persons with 
chrortic disabmies. 
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are delivered in institutions @&natily nursing homes), the commurdty, or 
the home. 

In the United States, public spending for long-term care prima&y supports 
institutional-largely nursing home--car e and is increasing rapidly. 
Multiple agencies and various levels of government and the private sector 
share responsibility for funding and providing care. At the federal level, 
Medicaid is the largest program providing support for long-term care 
service~.~ Other federal programs include Medicare, the Social Services 
Block Grant, the Older Americans Act, and the Rehabilitation Act In 
addition, a number of state and local programs fund long-term care 
services. 

Despite high Ievels of pubiic and private spending, which exceeded 
$100 billion in 1993, considerable dissatisfaction exists with the cutTent 
financing and delivery of Zong-term care. Marty people find services costly, 
diflicult to access, and not matched well with individual needs and 
preferences4 

Over the years, the Congress has considered numerous proposals for 
reforming the &an&g and delivery of long-term care. Proposals have 
ranged from social insurance programs that. would provide universal 
coverage to other programs that would limit federal support to tax 
incentive for the purchase of private long-term care insurance. 

Most recently, the Health Security Act of 1993 proposed several long-term 
care reform provisions, including a new federal&ate program sponsor%ng 
home and communily care. Federal funding for the new home and 
commun&y-based services program would be phased in, reaching a level 
of $38 billion in Bscal year 2003. Three features of this program are as 
follows: 

0 Capped federal funding: The legislation would set annual limits on the 
federal share of public spending. Regardless of the size of the pool of 
eligible individuals, access to this program’s services would be United by 
the funds available. By contrast, there are no tits on federal outlays for 

%ledicaid, the health care program for the poor, is joiitly funded by federal and sate govemments. It 
isa~welfarep~requiringindividualstomeet~~incomeandassetlimitcsetby 
the state before becomhg eligible for bentits. 

4km#km Care Demogaphy, Dollars, ad Disatisfach 
Apr. 12,19Q4). 
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Medicare and Medicaid, which fund acute health care and certain 
long-term care services. 

l Cost sharing by individuals, proportionate to income: Individuals would 
pay, out of pocket, up to 25 percent of the cosl for services. Payments 
typically would be made as copayments, with the rate based on the 
individual’s income. 

l ESgibili@ based on need rather than means: Regardless of income, 
individusls’eligibility would be determined by an assessment of their 
functional need for assistance.” By Contras& to become eligible for 
Medicaid, individuals must have extremely limited income and assets. 

Demographic Changes In the countries reviewed, the most dramatic growth in the elderly 

Are Expected to 
population is expected for those over age 80, who are most likely to be 
frail and in need of sustained care. As shown in figure 1.1, except for 

Increase Demand for Canada, the populations of the counties reviewed have proportionately 

Long-Term Care more elderly than the U.S+ popultion. Sweden has the most elderly, with 
18 percent of its population over age 65 and approximately 4 percent over 
age 80. These countries have experienced an earlier and more rapid shift 
in the age structure of their populations. 



Figure 1.1: Elderly as Share of Population in the United States and Other Countries, 1970-2010 
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Source: U.S. Bureau of the Census, Center for International Research, International Data Base on 
Aging. 

At the same time, family zmd friends, who currently provide most 
long-term care, are becoming less able to meet increased caregiving 
responsibilities. Wives, daughters, or daughtersin-law provide most 
long-term care services on an informal, unpaid basis. During the last 
decade, however, more women have entered the labor force, and families 
have become smaller and more geographically dispersed In addition, the 
number of informal caregivem is not expected to keep pace with the 
growing number of people who will need long-term care. 

One measure of the availability of informal care is the parent support ratio. 
This is an approxim&ion of the number of children (aged 50 to 

Sweden United Kingdom United states 
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64) available to care for an aging parent (aged 80 or older). As shown In 
Egure 1.2, the number of children potentially available to care for aging 
parents has declined significantly over the past 40 years. This decline is 
expected to continue over the coming decades, though not as dramatically 
as in the past. 

Figure 1.2: Parent Support Ratios in 
the United States and Other Countries, 20.0 Number d persona aged 50-64 per indiviUwl age 60 or aver 
1950-2025 
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Nate: We have defined the Parent Support Ratio as the number of persons in the poputation age 
50-M for each person age 80 or older. 

Source: U.S. Bureau of the Census, Center for international Research, International Data Base on 
Aging. 
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Countries Face Rapid In Ciemany and the United Kingdom, means-tested welfare 

Growth in Public 
Spending for 
Long-Term Care 

programs-programs that base eligibility on financial need--have been the 
source for most public funding for long-term care.” In such programs, 
individuals are typically required to have limited resources or to deplete 
assets before becoming eligibIe for public assistance to pay for long-term 
care. Because long-term care services are expensive, these welfare 
systems have served not only as a safety net for poor, but also as the 
primary source of public Glancing for formal long-term caree7 As shown in 
figure 1.3, welfare-based spending for nursing homes increased 
dramatically in Germany, the United Kingdom, and the United States 
during the past decade. 
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Figure 13: Total Wetfare Spending for 
Nursing Home Care: Gennany, the 
United Kingdom, and the United 
States,19804990 
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Notes: The purchasing power parity exchange rate for gross domestic product (GDP) was 2.50 [ 
deutsche marks (DM) per U.S. dollar in 1980 and 2.09 in 1990. t 

The purchasing power parity exchange rate for GDP was 0.520 British pounds per U.S. dollar in 
1980 and 0302 in 1990. 

The dramatic increase in spending for nursing homes in the United Kingdom between 1980 and 
1990 was due primarily to the Introduction of national social security (welfare) support for 
residential long-term care in 1983. 

As in the United States, private insurance contributes little to the financing 
of lon@erm care in the counties reviewed, In Canada and Sweden, little 
or no private insurance exists. In Germany, the private insurance industry 
began offering long-term care policies in 1986. To date about 133,000 
private policies, representing less than L percent of the total population, 
have been sold. In the United Kingdom, the first policies were sold in 1991 
and as of 1992 seven insurers reported offering some long-term care 
coverage. 
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Countries Support 
Mostly Institution;il 
Case 

h Canada, Germany, Sweden, and the United Kingdom, home and 
communily care services are often Iess developed and less well funded 
than institutional care. As in the United States, the more generous or 
readily available public funding for institutional care haa created 
incentives in these countries to favor the use of nursing home care over 
home or community cam8 In these countries, the majority of public 
resources for long-term care supports i.nst&utioti services. 

In many cases, the absence of suftkient or affordable home and 
community-based alternatives has made institutional care the only option 
for elderly individuals living at home and unable to manage with the 
asaskmce of family and ft-iends. Consequently, individuals needing care 
may receive institutional services when a less intensive and potentially 
lower coat mix of services would be more desirable. While some elderly 
manage to remain at home, the burden of caregiving on their families and 
friends can be considerable. 

Countries Challenged The fragmentation of administrative and fmancial responsibilily for 

by Fragmented 
Administration and 
Delivery Systems 

lor@x~~ care among levels of government and between public and 
private entities is a common concern expressed by officiak in all 
countries. National governments set broad guideties for the delivery of 
services; with some exceptions, they finance medically related services 
and nursing home and other mstitutional care. State, regional, and local 
governments generally provide social services, including personal care in 
the home, congregate and homedelivered meals, adult day care, 
specialized housing arrangements, and respite care services. Private and 
voluntary organizations, such as charities, churches, and foundations, also 
provide a variety of care services. 

The multiplicity of players involved in long-term care has produced 
complex and overlapping sets of health and social programs witi varied 
objectives. As a result, individuals experience great differences in service 
levels, eligibility criteria, and service availability within the countries 
reviewed. 

%l the united stat.es, appm twm of tutal public spending for long-telm care, es&wed 
by HHS to be $45.5 billion in MB, supporrs institutional long-ten care services 
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CW+=l 
Introduction 

Countries Respond to 
Long-Term Care 

four countries reviewed to modify or reform the way in which they 
organize, provide, and pay for long-term care. TabIe 1.1 h@hlights the key 

Concerns measure undertaken in each country. 

Table 1 .I : Key Long-Term Care 
Reform, by Country country 

Canada 

Reform 
1978 to present: Most provinces, using 
incremental reforms, have developed 
long-term care as a unjversal benefit 
oroaram. 

Germany 

Sweden 

1995-96: Reforms will make long-term care 
services standard benefits to be provided 
through national health insurance. 
1992 Adel Reform: The legislation shifts 
resources and taxing authority to 
municipalities, making them fully 
respons&le for administering long-term 
care services. 

United Kingdom 1990 Community Care Act: Implemented in 
1993, the act grants local authorities strict 
global budgets for long-term care services. 

Changes have occurred at Merent limes and entail avariety of financing 
and administrative arrangements tailored to each country’s unique social 
and economic environment In general, however, the countries made the 
mod&z&ions or developed the reforms to achieve the following common 
goals: 

l control the escalating public costs for long-term care; 
l improve the efficiency of service delivery through decentralization and 

consolidation; and 
l enhance access to services by attempting to (1) broaden the pool of 

eligible individuals, (2) develop a broader range of services, namely, home 
and community care services, and (3) acknowledge the value of family and 
friends providing care informally. 

Objectives, Scope, 
and Methodology 

At the request of the Chairman and Ranking Minority Member of the 
Senate Special Committee on Aging, we examined the experiences of 
Canada, Germany, Sweden, and the United Kingdom in providing for the 
long-term care needs of their populations. Specifically, we sought to 
determine what (1) financing and costxontainment mechanisms the 
counties use to control public spending for long-term care and (2) new 



approaches to the administration and delivery of care the counties are 
taking to expand access to services. 

Our review includes data and informaGon obtained from Canada, 
@articularly the provinces of British Columbia and Ontario), Germany, 
Sweden, and the United Kingdom We interviewed officials and experts in 
each country, including government officials, providers of long-term care, 
consumer advocates, and embassy officials. In addition, we partkipated in 
several meetings of domestic and intemational health and long-term care 
experts and obtained information from representatives of the Organization 
for Economic Cooperation and Development in the United States and 
Europe. 

Most data on the four counties contained in this report were provided by 
officials of the respective countries or by international research 
organ&&ions. As such, we did not verify the data obtained and made no 
judgments about the reliability of the systems which produced the data 

We conducted our review &om July 1992 through July 1994 iu accordance 
with generally accepted government auditing standards. 
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Countries Emphasize Controlled Public 
Spending for Long-Term Care 

Like the TJ&ed States, Canada and the European countries reviewed all 
currently face mounting long-term care costs that have focused the 
governmenti’ attention on spending controls. Government funds for 
long-term care are stmining under demographic trends: greater numbers 
and proportions of the total population are aged (see figs. 1.1 and L2) and 
unpaid caregivers-f&mily and f&r&-are less able to provide needed 
care. 

Each country has in place or is planning to use certain controls to 
moderate pubhc spending for long-term care services. The controls 
countries use to varying degrees-as part of their current fmancing 
systems or under planned refo rms-mray themselves generally into the 
following categories: 

l “Global” budgets: I.&nits on the amount the government spends for a 
particular group of services. Officials in each country reviewed believe 
that the discipline of a global bud@ is necessary to control the rising 
costs of long-term care. F&centIy, in Germany global budgets have 
trimmed the annual rate of growth for acute care spending from 
9.2 percent in 1992 to -1.6 percent in 1993.Q However, some critics are 
concerned that global budgets may adversely affect access and quality by 
creating shortages of services or discouragmg the development of 
innovative services. 

l Cost sharing: An individual’s out-of-pocket spending for costs not paid by 
jnsurance or other sources. Typical forms of cost sharing include 
deductibles and copayments. Cost sharing may produce savings for the 
payer because a portion of the cost of services is passed on to the 
consumer and because the individual’s iIna.na obligation may discourage 
unnecessary utilization. 

l Fee negotiation and rate setting: The process of negotiating witi nursing 
homes and other providers to get their best price for long-term care 
services and residential care rates. The ability of governments to influence 
the prices of services has become an increasingly important 
cost-contaiument tool. Providers are concerned that arbitrary rate setting 
may threaten their ability to remain in business. Consumer advocates also 
fear that quality of care may be compromised or costs shifted to 
consumers if rates are not adequate. 

l Mmaging supply: The practice of limiting the construction of facilities to 
contro1 the use of nursing home beds. The countries reviewed are 
irmead@y placing limits on the number of beds in nursing homes and 
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other institutions that provide long-term care. These limits include 
requiring prior certi&&on to construct new facihties and limiting nursing 
home licenses on the basis of bed-to-population ratios. Some government 
officials and consumer advocates in the countries reviewed are concerned 
that localities facing budget constraint wiu not expand supply when 
needed. Inadequate supply of nursing home beds could result in 
individuals waiting, at public expense, in more costly hospital beds or in 
people going without needed services. 

Germany Will Use 
Existing Social 
Insurance System to 
Finance Long-Term 
Care 

Of the countries reviewed, Germany is the only one that plans to add new 
funds-approximately $7.3 billion annually-for the financing of long-term 
care services. Between 1995 and 1996, Germany plans to convert its 
financing of long-term care from welfare funds to a tax-based system of 
social insurance. It will add long-term care benefits to the standard 
package of acute health care benefits provided through its national health 
insurance system. 

Most Germans obtain their health insurance f?om one of approximately 
1,200 government regulated payers called sickness funds. These funds 
provide a comprehensive benefits package covering most health costs 
with little or no copayment. Under reform, the new long-term care funds 
(part of the sickness fund structure> will alsO cover certain nursing home 
and home and community care services. A government-mandated payroll 
tax shared equally by workers and their employers will continue to Penance 
this system, with an increase in the tax rate to fund the new benefits. 

Until Germany’s reform is fully implemented in 1996, meanstest&l welfare 
wiII remain the primary mechanism of public financing for long-term care. 
Local welfare offices grant public benefits only after stict financial 
requirements are met.‘* An estimated 70 percent of individuals in nursing 
homes in the former West Germany and 100 percent in the former East 
Germany have exhausted their resources and depend on welfare 
a.mstance to pay for a portion of their care. 

‘% quaI@ for welfare in Gemany, not only must individuals exhaust personal income and assets, but 
family members such as adult children are legally obligated to contribute as well 
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Budget Control To kance the new long-term care benefits, a new payroll tax will 
contribute an e&mated $11.7 billion annually.11 Reforms CalI for limitmg 
long-term care spending growth to the amount of increase in wages. The 
government through locally adminkered social assistance schemes will 
continue to use general tax revenues to pay the cost-sharing obligation 
(uncovered costs) of those recipients who cannot afford to do so 
themselves.~ 

Under the new financing arrangement, the government’s spending on 
long-term care from general revenues is expected to drop to $1.9 billion 
from current spending of $4.6 billion. 3enefiti financed by the new payroll 
tax will substitute for hospital and home care sewices for long-term care 
patients. As a result, sickness funds are expected to save an estimated 
$3 billion, which they currently pay in hospital costs and home care 
setices. 

The reform proposal has caused a heated political debate in Germany, 
with employers demanding to be compensated for the increased tax 
burden added to their already high labor costs. Some opponents of reform 
are concerned that plans to finance long-term care through an additional 
mandatory payroll contribution will hurt their intemational 
competitiveness. Furthermore, German industry is concerned that once a 
mandatory contribution is in place, it will inevitably be raised as the 
country faces pressure kom the growing aging population, increasing care 
costs, and rising expectations of coverage and quality. 

Since Germany’s long-term care budget-financed by payroll 
contributions-will be based on only an initial needs assessment, German 
officials warn that the changing long-term care needs of the population 
should be continually measured to ensure that the budget is adequate. 
Provider organizations, insurers, and trade union representatives are 
already concerned that the budget may be inadequate by the time the 
reforms are implemented in 1995 and that payroll contribution rates will 
have to increase to meet the shortfall. 

Vhe payroll lax will equal 1.0 percent of wage5 in 1996 and increase to 1.7 percent in 1996, bome 
e~uauY by employers and employees. The pand tax is based cm a nationwide needs assessment 
whichdetermined~1.65rnillion~wereinneedoflo~care. 

‘Poor those indititi claiming public welhre and unemployment ber&ts, the respe&w . provider of 
the benefits is liable tD pay the cnWibulions hthe cxjf! of pensioners, half of the amtr$bwion is paid 
bythepensionerandhalfbythepensioninsurancefund. 
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Cost Sharing Financing reforms will require individuals to pay out of pocket a portion of 
their long-term care insurance. Nursing home residents will be required to 
pay room and board costs, while the sickness fund will pay for 
care-related costs. Speciiic guidance on what constitutes a ‘care” cost 
versus a %dging” cost has not been established, however, and providers 
and payers may have incentives to overstate lodging costs to shift them to 
individuals. Because the public welfare program will contribute to the 
lodging component of care for those unable to afford the full cost, welfare 
could remain a major source of funds for nursing home care in Germany. 

Fee Negotiation and Rate 
Setting 

Proposed refornxs cab for the sickness funds to negotiate rates and fees 
annuahy with local providers of long-term care services, using explicit 
national guidelines governing the content and conduct of these 
negotiations. If the rate setting and fee negotiauon process is comparable 
to that used for acute health care, it will incorporate the views of major 
stakeholders: the central government, state and local governments, 
sickness funds, and providers of longtexm care services. 

Managing Supply A legislative provision that requires the German states and the sicluxss 
funds to agree on decisions to construct new fh.ditiies is intended to 
control Germany’s supply of nursing homes. The rationale for this 
approach is that the sickness funds, through their reimbursements to 
providers, will pay the operating costs of these new facilities. 

United Kingdom Sets In the United Kingdom, public expenditures for nursing homes rose 

Local Budgets to 
Control Long-Term 
Care Spending 

dramatically over the past decade, &mining the &onal welfare budget. 
Approximately 57 percent of nursing home residents met the fuuncial 
criterion of less than $12,698 in assets and were dependent on welfare. As 
of May 1992, the welfare budget equaled $3.9 billion, which supported 
270,000 people in nursing homes. 

Public iinancing for most nonmedical long-term care is separate from 
National Health Service funding for acute health care. It is financed from 
national web-e funds, which are transferred to local authorities as part of 
the reforms implemented in 1993. 

Global Budgets In 1993, the United Kingdom created a global budget-a spending 
limit-for national government spending on long-term care. The national 
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government allocates this budget increment.aIly over 3 years (again 
$3.9 billion for 1993) to local authorities to cover not only residential and 
nursing home care but also home and community-based care. Allocations 
in the form of block grants are based primarily on past expenditures.13 For 
the fmt 3 years of the new system, national government funds are 
earmarked for lon@erm care, with local authorities required to spend the 
full amount of transferred funds soIely on long-term care needs. Of this 
amount, 85 percent must be spent in the private sector. After the first 3 
years, however, the funds will no longer be earmarked for long-term care, 
and the Iocal authorities can spend it according to their priorities. 

The Syear restriction on the use of block grants was intended to ensure 
that localities would develop and fund long-term care services and would 
encourage the policy of privatization of these services. Once the 
restriction is lifted, critics warn that localities’ funding flexibility may 
result in diminished spending on long-term care in favor of other local 
spending priorities, such as child care and substance abuse treatment. In 
addition, the reform’s requirement that 85 percent of the funds be spent in 
the private sector raises concerns about availability and cost of services. 
For example, as local authorities divert funds to home care, they are 
finding that private home and community care services have been only . _ mmnnaliy developed. 

The most serious concerns about the United Kingdom’s long-term care 
fmanclng reforms relate to the adequacy of funding levels contained in the 
national government’s global budget and to limitations on local authorities’ 
ability to raise additional taxes in support of long-term care. The national 
government based local&&s long-term care block grants on past 
expenditures rather than on an assessment of population need. Past 
expenditures, however, covered care after recipients had spent down their 
income and assets and rarely covered the full cost of nursing home care, 
which relatives and charities would frequently supp&nent. In addition, the 
national government imposed a 3year resbiction, also beginning in 1993, 
on the amount of money that can be raised through local taxes. Local 
authorities are therefore concerned that their long-term care block grants 
may not be sufBcient to provide the range of services needed and that they 
will be unable to supplement funds through increased local taxation. 
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cost sharing In the absence of spec& national guidance regarding cost sharing for 
services other than nursing home care, requirements for out-of-pocket 
long-term care spending may vary widely at the discretion of local 
authorities. Given localities’ current Axed budgets and tax-raising 
restrictions, officials anticipate that individuals’ cost-sharing requirements 
could increase signScantly, thereby raising the family burden for 
long-term care financing or barring an individual’s access to setices 
altogether. Although, in such cases, most authorities are likely to include a 
mean&ested allowance. 

Fee Negotiation and Rate 
Setting 

Under the 1993 reforms, local authorities are responsible for negotiating 
rates for nursing homes and other institutions and fees for other long-term 
care services. By requiring 85 percent of the long-tezm care budget to be 
spent on private sector services, the government hopes to increase 
consumer choice and competition among providers. Ofl%als believe that 
increased competition will create incentives not only for efficient 
provision of services but for improved quality as well. 

Cmadim Provinces Canadian provinces fmance long-term care from a variety of sources, 

Redirect and Integrate 
mostly supported by general tax revenues. These sources primarily 
include federal block grants for health services under the Canada Health 

Funding streams as Act, matching payments for nonmedical services provided under the 

Part of Reform Canada Assistance Plan (cAP),‘~ and provincial general revenues. Both 
federal and provincial governments have been under considerable 
pressure in recent years to control rapidly increasing health costs while 
responding to growing demand for long-term care. Because of 
recessionary pressures nationwide, the federal government has tiozen its 
block grant payments to all provinces for the past several years, and 
matching payments under the CAP have been capped for the provinces of 
3ritish Columbia, Alberta, and Ontario. 

In response to these and other pressures, provinces are seek@ greater 
efficiency and cost-effectiveness in the delivery of health and long-term 
care services. As part of an overall cost containment strategy, many 
provinces are seeking ID redirect funds tim costly acute health care and 
into home and community-based services. In addition, some provinces are 
attempting to expand support for long-term care through integration of 
fragmented health and social service funding streams. Many officials 

“Under the CAP, provinces collect matckng payment5 from the fed& g overmnfmt for senices 
provided to low-income persons 

Page 27 -HS-94-154 fnternational Long-Term Care 



chapter 2 
Comltrie3 Emphasize Controlled F%blic 
Spending for Long-Term Care 

Global Budgets 

believe this fragmentation creates a bias toward high-cost insGtutional 
services when lowcost community supports may be more appropriate. 
Within the lon@exm care sector, provinces are attempting to manage or 
control costs through increased use of global budgets, increased consumer 
cost sharing, and tighter knits on the supply of expensive institutional 
beds. 

Some Canadian provinces are beginning to impose global budgets or other 
spending caps to control long-term care costs. For example, 3ritish 
Columbia funds nursing homes through an annual global budget The 
province also allocates annual capped budgets to some of its 21 regional 
health authorities to fund home and community care services. Similarly, 
under the proposed reforms in Ontario, the province will allocate tied 
home and community care budgets to newly created umultiservice” 
agencies. 

Cost Sharing Unlike acute care in Canadian provinces, long-term care services are not 
required to be “free at the point of service.” Most provinces require 
copayments for both instktional and community care. ‘&picaUy, nursing 
home residents pay a f&d daily fee for the room and board component of 
care. In some provinces, this copayment is set according to oId age 
pension levels and leaves even the poorest pensioner with a modest 
spending allowance. These lodging charges for institutional care have long 
been a feature of longerm care in most provinces, and they are justiiied 
on the basis of equity since permanent institutional residents do not have 
to maintain a separate residence. For most home and community care 
services that are not considered medical, individuals pay modest, 
income-related copayments. 

-aw SUPPlY Recently the provinces have directed spending control efforts at expensive 
hstitutional care. They have imposed limits on the number of beds eligible 
for public reimbursement and have restricted the constrution of new 
nursing homes. However, home care and community support services are 
beginning to be developed and expanded. 
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Sweden Seeks Better 
Value Through 
Consolidation of 
Public Long-Tern 
Care Spending 

Sweden has historically financed long-term care as a socially insured - 
bentit that is paid for through taxes, as is acute health care. Services are 
funded primarily by local governments, the national government’s share of 
public spending for long-term care is less than 10 percent 

In 1992, Sweden enacted the Adel Reform, which consolidated 
responsibility for long-term care at the municipal level. Prior to reform, 
county councils and municipalities shared responsibility for long-term 
care, with county councils responsible for home health and hospital 
geWtric care and municipalities responsible primarily for social services. 
In 1992, munkip&ties assumed primary responsibility for all aspects of 
long-term care, inckling that provided in hospitals, nursing homes, 
people’s homes, and the community. Municipalities also gained new taxjng 
authority to fund services and additional staff resources to provide them 
In 1992, nearly 55,000 courQ employees became municipal employees, 
and more than $2 billion in annual taxjug authority was transferred dram 
the county to the municipal level. 

Consolidation and Tax 
Caps 

Swedish officials point out that, since municipalities are now required to 
pay for hospital expenses when an individual no longer needs acute 
medical treatment, they have a clear &tan&l incentive to Iind the least 
costly alkrnative to meet individual needs. Officials believe that the 
decentralized and consolidated approach has been successful in reducing 
unnecessary or inappropriate insCtutiona&aGo~ For example, officials 
documented a dram&c reduction (50 percent) in the number of 
individuak in hospitais who no longer require hospitalization but may 
need either nursing home or community-based care. 

To stem the rising tax burden on its citizens, the Swedish government 
limited for 3 years, beginning in 1990, the amount of taxes that 
municipalities could raise for all public services. While Swedish officials 
credited the tax caps with encouraging improved efficiency, they 
expressed concern about their abU$y to meet new responsibilities for 
long-term care if the government contiues the restriction on raising taxes. 

cost skaring Despite a tradition of heavily subsidizing long-term care services, Sweden 
is shifting a greater share of the costs to consumers-fkom 4 percent in 
1991 to about 10 percent in 1993. oflkials expect COnsLlmer charges will 
increase further in response to growing budgerary pressures and the 
recent limits on the &ility of municipalities to raise taxes. Income-related 
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charges and copayments are increasingly being applied for home and 
community-based care and vary considerably among municipaWes. In 
addition, municipalities are now chaqing individuals for the lodging 
component of residential or nursing home care. 

Managing Supply Because munkipalities finance most long-term care, they also control the 
supply of services. Recent reform efforts have concentrated on restricting 
the supply of institutional services, expanding home and community-based 
services, and reducing the use of hospital beds for long-term care patients. 
They also call for supporting the construction of specialized housing, to 
house people of lesser disabilities to avoid their placement in more 
expensive, resourc&kensive nursing homes. 



Countries Seek to Enhance Access and 
Improve Services Within Limited Budgets 

several cone ems-41 addition to burgeoning costs and limited 
budgets--have prompted the countries reviewed to seek enhanced access 
and improved service delivery for long-term care services. Among the 
concerns, which parallel problems in the United States, are that (I) the . . admmrslration and delivery of services are fragmented among agencies 
and levels of government and not well coordinated, (2) in some countries 
individuals must meet overly strict Gnancial criteria to qualify for public 
assistance, and (3) public long-term care spending Eavors institutional over 
home and community care. 

To simplify access to care and target public resources more efficiently, the 
countries have acted to decentralize the responsibility for long-term care 
and consolidate the administration of services at the local government 
level (or, in the case of Germany, through a network of regulated 
authorities). Except for Germany, consolidation has meant that an 
individual can obtain tit&4 access to services at a single public agency. 
These agencies can capitalize on the case management approach to 
coordinating health and social services, where one or more professionals 
assess an individuaI’s needs and coordinate the provision of services for 
the individual. 

Decen&alizaGon and consolidation have been most pronounced in the 
United Kingdom, where the financing of services has shifted from a 
national welfare program with uncapped entitlements to decentralized 
authorities with welldetied or global budgets. In the United Kingdom, the . adnums&tion of long-tenu care services has shifted from muhiple 
agencies and levels of government to a single local authority. In Germany, 
long-term care funds within the sickness fund structure have assumed the 
responsibility for adniktering services from locally administered public 
welfare schemes and an array of public agencies and private organizations. 
In some Canadmn provinces, the responsibili@ for administering services 
and allocating resources is shifting from provincial to subprovincial 
(regional, district, and local) governmental levels. In Sweden, the . . admmMration of long-term care services, once divided between county 
councils and municipalities, has shifted almost exclusively to 
municipalities. 

The counties reviewed have also motied or developed one or more 
strategies to improve access to care and ef6ciency in service delivery, 
inchlding 
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l baaing eligibility for public assistance on functional rather than financial 
need; 

l emphasizing the use of home and community-based care over expensive 
institutional care, where appropriate; and 

. supporting family members and other informal caregivers through 
Grmmial or other benef%s. 

Of the countries reviewed, only Genuany has added new funds to expand 
coverage and benefrts. The other countries hope to expand access largely 
through reallocating exist&g resources and increased efficiency iu service 
delivery. Of&ials in these countries were hopeful that broadening home 
and community care options, in coqjunction with the consolidated, single 
agency delivery approach, would make the most efficient use of longterm 
care resources. Of&%ls in some countries were skeptical, however, about 
the likelihood of expanding services with policy change that allow for the 
use of only existing funds. 

Germany Will Currently in Germany, public w&are funds institutional care, and several 

Administer Long-Tern-t 
charitable organizations provide support for most home and 
community-based services. Germany’s fragmentation of responsibility for 

Care Services a.dmh&ea long-term care services has created access disparities across 

Through Sickness geographic areas. When Germany’s national health insurance system 

Fi.lnds 
begins covering long-term care in 1995, the 1,200 sickness funds will 
assume responsibility for administering services. Each fund will be 
required to offer a standard package of long-term care benefits, including 
institutional care and a range of home and community-baaed services. (See 
table III.1.) 
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Table 111.1: Germany’s New Long-Term 
Care Benefits Home and community-based cfire Institutional care 

Cash beneffi to recipient ranging from $782 Up to $1,274 (DM 2800) per month for 
(DM 400) to $592 (DM 1300) per montha or care-related servicesa 
25 to 75 visits per month by professional 
nursing staff lodging costs paid by residentsb 

Up to 4 weeks per year of professional 
home care for informal caregiver’s vacation 

Informal caregivers are included in all social 
insurance schemes 

Grants to adapt recipient’s home for special 

aThe 1993 purchasing power parity exchange rate for GDP was 2.197 deutsche marks (DM) per 
U.S. dollar. 

BWelfare will pay the lodging component for thoSe unable to afford full costs 

Functional Need Eligibility Currently, G emu&s welfare system for providing long-term care benefits 
Criterion requires means testing. To qualify for public assistance, individuals must 

exhaust personal income and assets, and family members, such as adult 
children, are legally obligated to contribute as well. Under the long-term 
care reforms, sickness funds, in conjunction with physician associations, 
will determine eligibility for benefits prim&ly on the basis of a person’s 
inability to perform certain basic self-care functions due to physical or 
cognitive impairments. This change in eligibility determination, along with 
the universal provision of standard long-term care benefits, will most 
likely result in expanding the number of individual obtaining services. 
Over $7 billion a year will be added to combined sickness fund and 
government long-term care budgets in anticipation of expanded coverage. 

Home and Community 
Care 

Germany3 reforms state explkitly that people in need of long-term care 
should, to the greatest extent possible, be able to live at home. This 
inclusion of home and community care benefits and funding in the nation’s 
universal health imurmce system will be a nqjor change in Germany’s 
provision of long-term care. German officials believe that the sickness 
funds, which must cover the standard package of services within a 
prescribed budget, will have the incentive to promote home and 
conununi~ care when it is an appropriate alternative to the generally more 
expensive institutional care. 
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Informal Care Support Germany will also provide economic and other types of support to 
informal caregivers. As part of the proposed reform, individuals requiring 
home care can choose cash benefits to pay either formal or informal 
caregivers on the condition that adequate home care is being received. 
Relatives will be entitled to 4 weeks of vacation a year. During this tune, 
the sickness funds will pay up to set limits for professional home care 
services. Relatives, friends, or neighbors who provide care on a regular 
basis and who do not receive payment will be entitled to certain 
employment ben&ts, such as pubk pension credits. 

United Kingdom 
Consolidates 
Responsibility for 
Care in Local 
Authorities 

Prior to the 1993 long-term care reforms, responsibiLi@ for administermg 
long-term care in the United Kingdom was fragmented among multiple 
agencies and levels of government, including the National Health Service 
and local authorities. No single entity was responsible for deixmining the 
population’s need for care or for allocating resources. 

With the implementation of reforms, local authorities are now responsible 
for producing a comprehensive plan for meeting the community’s 
long-term care needs. In preparing these plans, local authorities are 
expected to consult with and coordinate the efforts of various public and 
private organizations involved in providing care. 

Functional Need Eligibility In the United Kingdom, local authorities now serve as the single point of 
Criterion an individual’s initial access to social care services. Local case managers 

are required to assess the individual’s care needs; determine eligibility for 
services based on func$onaI criteria; and obtain, to the extent possible, 
the necessary array of services. Local authorities are relying on case 
management to ensure the care individuals receive is appropriate and 
necessary. Because of concerns over the adequacy of fixed budgets, 
however, country officials worry that case management may be used more 
to ration services than to ensure that individual care needs are met. Some 
also expect that insufkient funds may result in local authorities again 
applying financial criteria, such as some form of means testing, following 
the initial assessment of functional need. 

Home and Community 
Care 

A stated goal of the United Kingdom’s reforms is to improve access to a 
broader range of long-term care services, inczuding home and 
community-based care. Although national welfare funds have been 
reallocated to local authorities to fund expanded services, no assessment 

Page 34 GAOJBEES-M-164 Inter~tional Long-Term Cue 



chapter3 
cOnutriee Seek to Enhurcc Access ad 
hprove Services Within Limited Budgets 

of the population’s needs has been performed and no minimum package of 
benefits has been guaranteed Consequently, local officials are doubtful 
that the reallocation of exist&j funds, despite being earmarked for 
long-term care, will be suf6cient to significantly expand public support for 
home and community services. In addition, because local authorities are 
prohibited &om raising additional revenues through taxes to pay for 
services, country officials express concern that while reforms will succeed 
in controlling overall public costs, they will not broaden access. 

Canadian Provinces 
Consolidate and 
Localize Long-Term 
Care Respon&bilities 

In some Canadian provinces, responsibility for long-term care is 
fragmented among multiple agencies and providers, while others have 
long histories of coordinated and integrated systems of long-term care. 
Ontario exemplifies the former; British Columbia, the latter. 

Ontario is in the process of under&king a rrqjor consolidation of long-term 
care swvices at both the provincial and local levels. Until recently, both 
the Minis&y of Health and the Minishy of Community and Social Services 
separately funded and administered long-term care services. As part of the 
restruc$uring reform, the health and social services components of 
long-term care are being consolidated in a newly created long-term care 
division at the provincial level, which will formally report to both 
Ministries. In addition, at the regional (subprovincial) level, responsibility 
for long-term care services, currently fragmented among government 
agencies and community providers, is scheduled to be consolidated in 
muMservice agencies under the direction of District Health Councils by 
1995.15 The intent is for each community to have at least one multiservice 
agency that will serve as the individual’s single point of access to care and 
provide most long-term care services. The agencies will also conduct 
individual needs assessments, authorize and arrange for institutional 
placements, and directly provide home and community services. 

Unlike Ontario, Br%ish Columbia has a history of comprehensive and 
coordinated longtenn care delivery going back more than 15 years. Since 
federal grant funding for long-term care became available in 1977, a single 
division witbin the Minishy of Health has funded and administered most 
services at the provincial level. The Ministry’s regional offices (with a few 

a&P~ 22 DisbiCt HeaIth Chmils serve as regional health planning bodies, which advise the 
pnwincial mMsbie5 on hfUh needs arul resource aUtxa&r~. Wkh the IFS$TU~ reform, 
muMservice agencies will be responsible for integaing health and social service plarming for 
loa\g-tenn care and for akafing resources to meet local longasm cam needs. 
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exceptions) manage the delivery of servi~es.~~ They serve as single points 
of access to care, conduct individual needs assessments, and authorize the 
provision of services including facility placement. Most long-term care 
services (other than skilled nursing and medical therapy) are provided 
primarily by private organizations under contract to the government. 

Functional Need Eligibility Since the late 197&s, coverage for a broad range of long-term care services 
Criterion has been provided as a universal benefit in most Canadian provinces. 

Eligibility for covered services is based on functional need Although the 
package of covered services may vary among provinces, most provide 
home health care, nursing home care, and a range of home and 
community-based supports without regard to ability to pay. As of 1991, 
only the less wealthy Maritime provinces still applied some fbtancial 
eligibility criteria for nursing home care. 

Home and Community 
CZi??3 

Government officials in Canada generally agreed that the government 
would not be able to raise overall spending on health and long-term care, 
but they do believe that a mdistribution of funds would better meet the 
needs of the population They would like to reallocate some funds from 
acute to long-term care and from institutional to home and 
community-based care. For example, Btitish Columbia is decreasing 
provincial budgets for hospital and physician care while increasing 
funding for home and community-based services. F’urther, the province 
encourages, and in some cases req&es, local case managers to fully 
consider home and conummily care options before authorizing 
institutional placement. Ontario is also realigning budget priorities and 
plans to increase public spending for long-term care, despite a general 
climate of t&al restraint. The provincial government’s stated goal is to 
increase public spending on home and community care from 20 to 
30 percent of all long-term care spending by 1997. 

Sweden Consolidates In Sweden, where long-term care historically has been a social insursnce 

Responsibility for 
Long-Term Care in 
Municipalities 

ben$t, the 1992 Adel Worm consolidated responsibility for long-term 
care at the municipal level. Municipalities assumed from counties the 
primary responsibili~ for most aspects of longterm care, includntg that 
provided in hospitals, nursing homes, and the home and communi~. prior 
to reform, 23 county councils and 286 municipalities shared responsibility 

IgFour munidpaiiti~ and one disaicte than regional ministry offi ce-mnagesenricedelivery 
in certain locations. 
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for long-term care, with county councils responsible for home health and 
hospital geriatric csre and municipalities responsible primsri& for social 
services. Because Swedes have traditionsBy aoyed universal access to 
care, eligibility on the basis of financial need has not been a feature of the 
system 

Swedish oEicials believe that the decentralized and consolidated 
approach, which gives municipalities responsibility for the full range of 
long-term care services, has been successful in reducing unnecessary or 
inappropriate hospitalization. As discussed in chapter 2, officials 
documented a dramatic reduction (50 percent) in the number of 
individuals in hospitals who no longer require hospitalization but may 
need either nursing home or community-based care. 

Home and Community 
Care 

Historicslly, Sweden has provided generous support and invested 
considerable resources to support the elderly and disabled in the 
community, including ample pensions, housing allowances, home 
modifications to meet individual care needs, and speciakzed housing 
arrangements that integrate supportive and social services and offer 
24hour personal assistance. Sweden spends a higher percentage 
(appro&nately 35 percent) of its long-term care resources on home and 
communily care than the other countries reviewed. The Adel Reform has 
led to further expansion of home and community services, including a 
greater array of home nursing, personal care, adult day care, supportive 
housing services, meal services, and transportation. 

Informal care support The level of support Sweden has provided for informal care appears to be 
the greatest of the counties reviewed. Csregiving families are eligible for 
both direct economic assistance and support services. Sweden requires 
employers to grant up to 30 days of paid leave for individuals to provide 
care for elderly or disabled family members. In addition, Sweden uses 
public funds to provide salaries to family caregivers for whom careghmg 
is a regular full-time or part-tie job. The most recent estimate available 
indicated that 6,300 or 2.6 percent of all those receiving home-help 
services were helped by relatives or close friends employed by the 
municipality. 

The commitment to expand support for family caregiving is explicit in the 
1992 Adel Reform The legislation requires municipal case manag- to 
integrate the role of informaI caregivers in the planning and delivery of 
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long-term care. Municipalities will receive additional funding from the 
national government to support a greater number of family caregivers. The 
national government is also recommending that municipalities expand 
outreach to identify family caregivers and better target services to meet 
their needs, such as providing special assistance when the caregivers are 
ready to reenter the general workforce. 
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The steady demand for long-term care in the United States over the next 
few decades will force policy choices about how to expand access to a 
range of services while keeping public costs manageable. Policy decisions 
will need to be made about the division of responsibility between the 
public and private sectors and about the appropriate role of these sectors 
in both the financing and delivery of care. Observations made on how 
other countries have responded to long-term care financing and delivery 
concerns may help inform these decisions. 

Challenges associated with aging populations, growing demand for 
long-term care services, the rising costs of those services, and 
dissausfaction with access to care have propelled reform efforts in each 
country. While it is too early to determine the outcomes of recent reforms, 
it may be useful to recognize certain common themes in approaches to 
cost control and service administration. Following are the principal 
themes we observed. 

1. Fixed budgets or spending caps, coupled with other controls, may 
control costs but could also threaten access. Faced with economic and 
budgetary strains, the countries reviewed are hoping to limit overall public 
cost growth and create incentives to efficiently target services through 
capped spending, global budgets, greater consumer cost sharing, and price 
controls. Recognition of budgetary limits may encourage govermnental 
and senice agencies to weigh service needs and more carefully allocate 
services among individuals. However, capped budgets and other cost 
controls may not be viable over time if resources are not based on the 
assessed needs of the population. Without such safeguards, countries 
could achieve cost control at the expense of sufficient access to needed 
services. 

2, Consolidating the admhistration of long-term care is expected to make 
service delivery more responsive to the individuaL Reforms seek to 
simplify access and make the system more responsive to individuals by 
consolidating the a&&i&ration of services into single agencies and 
locating these agencies within local governments, Consolidation of 
responsibility within the same organization for long-term and acute care or 
institutional and home care services acknowledges the potential to 
substitute different services in meeting individuals’ needs. It encourages 
officials to make efficient and appropriate care choices, using the least 
costly service in individual cases. Further, it denies officials the 
opportunity to shift responsibility for care to more expensive alternatives 
fmanced by other bodies. 
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3. Incressed public support for home and community care may improve 
individual satisf&tion with services while avoiding costly institutional 
care. The countries’ refoms have recognized the importance of 
individuals and families in several ways. Reforms seek to improve the 
well-being and &i&action of persons with disabilities by shifting 
resources away from institutional care to preferred home and 
community-based services. They also support family and other informal 
caregivers through economic compensxtion4ther paying a sakuy or 
providing benefits. Such support underscores the essentiaI role of informA 
caregivers in providing the majority of longterm care and acknowledges 
the sacdice caregltig can entaiL 

Expanding access while containing growth of public costs may constitute 
competing goals. Success may depend upon how vigorously each is 
pursued. The countries we reviewed aim primarily at slowing the increases 
in costs, rather than seeking reductions in ~0ngter-m care resources. With 
this objective, counties that have historically spent more, such as Sweden 
and cerbin Canadian provinces, may have greater flexibility in their 
attempts to improve access and a higher probability of success. The same 
may be true for a country like Germany, which is willing to invest new 
funds to establish a larger base of resources and is focused on future 
control of cost growth 
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