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I Abstract

Despite the growing interest in the sustainability of long-term care (LTC) systems, only a few studies have investigated the differences in the LTC
financing across European countries. The objective of this paper is to describe the financing of LTC in Europe. For this purpose, we use indicators
on LTC financing taken from international databases and reports. Desk research was carried out to identify relevant indicators. Hierarchical cluster
analysis was used to identify typologies in LTC financing across the EU/EEA countries based on seven indicators selected. We found large differ-
ences in LTC financing across the EU/EEA countries in terms of total expenditure, the division of expenditure between the social and health care
system, and in the role of in-kind and cash benefits. Four main financial models across the EU/EEA countries could be distinguished. Further, we
identified some shortages in data reporting on the financing of LTC services. Some limitations and contradictions related to the indicators of LTC
financing are highlighted. In particular, we stress the need for more comprehensive data to enable further cross-country comparisons and to provide
valid input for policy.
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B Introduction

There is a rising interest in the sustainability and financ-
ing of long-term care (LTC) for older citizens in Europe.
LTC is defined as “care for people needing support in
many facets of living over a prolonged period” [1]. Sus-
tainability of this type of care is challenged due to finan-
cial pressure combined with demographic changes, such
as population aging, as well as the changes n of demo-
graphic and social structures, like decreasing birth rates,
changing family structures, and increasing women’s la-
bor participation [2].

A dedicated source of LTC financing such as LTC
(public or private) insurance is not a common solution
in European countries [3—5]. Furthermore, expenditures
on LTC across EU Member States vary considerably. In
2013, the average EU spending on LTC was 1.3% of GDP
but in EU Member States that entered the EU after the
year 2004, the expenditure was still significantly lower
(EU13 median = 0.7% of GDP) [6]. It is expected that the
expenditure for LTC will increase on average (EU28) by
1.2% until the year 2060 [7, 8]. While countries like the
Netherlands allocate about 25% of the health care system
budget to LTC, the Southern and Central-Eastern Europe-
an (CEE) countries spend much less due to the high share
of informal caregiving in the sector [9]. In the OECD
counties, the costs of LTC can amount up to 60% of the
disposable household income [10]. Hence, expenditure
on LTC represents a substantial financial burden even for
those who are financially better off.

In relation to the demographic changes and the rising
cost, the financial sustainability of LTC systems are of
great interest [11]. Nevertheless, only a few studies have
been published in the recent years that compare the LTC
financing in the EU/EEA [3-5, 12]. Hence, we provide
anew cross-country analysis on LTC financing across EU/
EEA countries to be compared to previous studies, and to
outline directions for new investigations in this area.

The aim of this study is to analyze and compare LTC
financing systems across the EU/EEA countries, and to
explore their diversity and dynamics. Specifically, we
aim to explore data on the level and structure of LTC
expenditure in the EU/EEA countries, which gives us
insights on how LTC resources are collected and spent.
For this, a desk research was conducted to identify indi-
cators related to LTC financing available in international
databases and reports. After, using these indicators, we
carried out a cluster analysis to reveal existing typolo-
gies of LTC financing in the EU/EEA countries. Our
work is expected to provide insights in the LTC financial
schemes implemented in EU/EEA countries and provide
input for policy makers for more informed decision mak-
ing on LTC financing.

Conceptual framework

The system of LTC refers to the organization, financing
and delivery of a wide range of services, supportive ac-
tions and assistances to individuals, who are restricted in
their daily ability to function independently over a long-

lasting period [13, 14]. LTC contains services that help
these individuals to improve or sustain their quality of
life and autonomy.

Since LTC is fundamentally different from health
care, typologies or models used to analyze the health care
systems have substantial drawbacks when used to analyze
LTC systems. In contrast to health care, LTC is embedded
both in the health care system and the social care system
as it consists of components of medical and non-medical
services [14]. The boundaries between these two types
of services can be diverse across countries [15]. Hence,
we suggest an adaptation of the health care triangle (us-
ers/citizens, service providers and payers) [16] by adding
LTC within the health care system and the social care
system [17]. Additionally, we recognize that contextual
factors, such as political, cultural, social, historical, eco-
nomic and demographic factors, influence the LTC sys-
tems. These presumptions are used in this study to assess
the financial arrangements in the EU/EEA countries.

Contextual factors that form the LTC system, are the
same as for the overall health and social system. The
effect of demographic factors on LTC has been exten-
sively shown by other scholars and reports [7, 8, 18, 19].
Nevertheless, the relation between demographic factors
and LTC is much more pronounced than in the field of
health care as the share of old and very old people in the
society is considered to be the key determinant for LTC
expenditure [7, 8, 14]. Furthermore, ageing itself has an
influence on political and societal factors as well. Some
of the factors are influencing LTC in a very specific way,
for example, the social belief about the responsibili-
ties for care determines the share of informal and formal
care in a country [20]. The amount of expenditure spent
by countries is an important determinant of the level of
informal care, e.g. informal care is widely used by coun-
tries with a low level of LTC spending [21]. Cultural
factors in relation with historical factors seem to shape
the social protection system in each country in different
ways. These determinants influence the demand for dif-
ferent LTC services, as well as the resources needed to
provide LTC [22].

Care is often provided in a diversity of settings in-
cluding home, outpatient and inpatient care by different
bodies (family, public, private and voluntary organiza-
tions). Furthermore, care services are financed through
various resources [15]. Hence, the balance of responsibil-
ities between formal and informal care, as well as public
and private (for-profit and non-profit) financing bodies
is important [14, 23]. In general, LTC services can be
financed through: (1) out-of-pocket payments, (2) private
insurance with risk-premiums (voluntary or mandatory /
with or without public support), (3) tax-based system
without or with means-testing, and (4) social insurance
with income contributions. However, mixed systems are
common [24]. Furthermore, especially for public fund-
ing, the balance of cash and in-kind benefits is of interest.
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I Methods

First, desk research was carried out to identify available
country-level indicators on LTC financing. The search
was conducted in May—June 2017. Then, we carried out
cluster analysis using the indicators selected in order to
identify financial typologies in the EU/EEA countries.

Indicators on LTC financing were derived from data-
bases of international organizations, namely the WHO,
OECD and Eurostat databases. In addition, reports
of OECD, WHO, EU were also reviewed for relevant
indicators. To assure the consistency of the estimations,
an indicator was only used if it contained values for most
of the EU/EEA countries. In the few cases of missing
indicator values, government websites as well as peer-
reviewed papers found in PubMed were used to obtain
values estimated in a comparable fashion. If compara-
ble data were not available, the values remained miss-
ing. When more sources provided values for the same
indicator, the data were cross-checked, differences were
clarified and one of the sources was used in the study.
The indicators identified in the desk research were organ-
ized in a data extraction matrix and were classified into
four main categories:

1. Total LTC expenditure and the division of health
and social expenditure: OECD data were available re-
garding the total LTC expenditure as a share of GDP,
health care expenditure on LTC as a share of GDP, social
system expenditure on LTC as a share of GDP [9]-

2. LTC Expenditure by financing sources: OECD
also reported the share of public expenditure (state or
compulsory contributions); and private expenditure (out-
of-pocket payments, voluntary health insurance contribu-
tions and non-profit institutions serving households) in
the total LTC expenditure [9].

3. In-kind LTC benefits and cost-sharing: Public
spending on in-kind formal care and the share of public
spending on institutional and home-care, were derived
from EU data sources [0, 7]. Indicators related to cost-
sharing (existence of cost sharing for institutional care,
means-testing for cost-sharing in institutional care, ex-
istence cost-sharing for home care, means-testing for
cost-sharing in home care, evaluating of assets in mean-
testing, payments by relatives/responsibility of relatives
to bear costs of co-payments) were also obtained from
[25]. Missing values were replaced as explained above.

4. Cash LTC benefits: Public spending on cash LTC
benefits was also derived from EU data sources [0 7]. In-
dicators such as the existence of cash benefits, minimum
and maximum amount of cash benefits, means-testing
for cash benefits, existence of direct payments for infor-
mal care were also obtained [25]. Missing values were
replaced as explained above. The existence of indirect
payments for informal care was also included [26].

Indicators per category were selected and presented
in the form of tables to provide an overview of the LTC
financing in Europe. Some of the indicators were also
used to carry out hierarchical cluster analysis. Indica-
tors included in the cluster analysis presented distinctive
aspects of LTC financing. The objective was to identify

patterns of LTC financing and thus, to reveal similarities
and differences between EU/EEA countries.

Seven indicators were included in the cluster analysis:
» Total LTC expenditure as a share of GDP.

» The share of health expenditure in the total LTC ex-
penditure.

» The share of public expenditure in the total LTC ex-
penditure.

» The share of state contribution in the public LTC ex-
penditure.

* The share of out-of-pocket payments in the private
LTC expenditure.

» The share of in-kind benefits in the public expendi-
ture.

* The share of institutional care in the public expendi-
ture on in-kind benefits.

These variables were first standardized, and Euclid-
ian distance was used to measure differences between
observation points. We used the Ward method for the ag-
glomeration of the cases to ensure homogeneity and rela-
tively equal size of the groups. The analysis was repeated
using different methods to check robustness of the clas-
sification. Countries were classified to different groups
of financial schemes. The optimal number of clusters
were determined by the authors based on a dendrogram.
Software package SPSS Statistics 24 was used for the
analysis.

W Results

Below, we use the selected indicators to outline the LTC
financing in EU/EEA countries. The indicators as well as
their sources are presented in Table I, IT and III.

Total LTC expenditure and the division of health
and social expenditure

According to the OECD data presented in Table I, EU/
EEA countries spend on average 1.47% of GDP for LTC
in total. The Netherlands has the highest expenditure
(4.27% GDP) even in comparison to other high-ranking
countries (e.g. Nordic countries). Most CEE countries in
the sample (except for the Czech Republic and Slovenia)
and Mediterranean countries (except for Malta) spend
less than 1% of their GDP on LTC.

In general, Table I shows that the costs are scat-
tered between the health care system and the social sys-
tem. The mean spending in the health care system on
LTC is 1.20% GDP and the mean in the social care sys-
tem is 0.30% GDP. However, nearly half of the countries
in the sample are not able to report costs in the social
care system.

The share of health expenditure dedicated to LTC
is also shown in Table I. These statistics demonstrate
a similar pattern as the total LTC expenditure, i.e. coun-
tries with a higher level of LTC expenditure also dedicate
a higher share of their health care expenditure to LTC.
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Legends: (d) different definition, (p) provisional data, (n.a.) not available, (—) not applicable

Note: In Greece a significant share of LTC expenditure comes from external sources (grants and other transfers by foreign entities).

Table 1. Main indicators of LTC financing.

Source: Own study.

Indicators by financing sources

According to the OECD data in Table I, LTC is largely
financed by public sources. On average, 83.77% (SD
16.58%) is financed through public spending. In Iceland,
LTC seems to be purely financed by public expenditures
and with no private contribution. In the Netherlands, 100%
of the costs for home nursing are apparently financed by
compulsory health insurance premiums. Although, in the
case of the Netherlands, literature suggests that around
8% of the total expenditure for LTC is financed through
co-payments by LTC users (private expenditure) in 2012.
However, due to legislative changes in the Netherlands in
the last years, it is difficult to form a defined statement as
no recent literature referred to co-payments. In countries
like Germany, United Kingdom, Estonia and Greece, fi-
nancial expenditure from public sources are significantly
below the average for all EU/EEA countries. In all coun-
tries but Greece, this can be contributed to an above aver-
age share of private expenditure.

In countries, where a high volume of LTC is financed
by health insurance (e.g. Switzerland) or LTC insurance
(Germany), the share of compulsory contributions is well
above the average. The Nordic countries have the high-
est share of state contributions as their LTC systems are
financed by taxes. However, it should be kept in mind
that compulsory contribution can also stem from other
social security sources, e.g. pension or disability funds
depending on the country.

According to the data in Table I, there are several
forms of private financing, and the total private LTC
expenditure can be as much as 34.10% in Estonia, with
the mean of 13.38%. In general, out-of-pocket payments
are the most important private source of LTC financing as
their share is on average 12.18% (SD 10.84%), but can be
as high as 34% like in Estonia. However, their actual role
is difficult to determine due to significant underreporting.
Additionally, the data shown here do only capture pri-
vate expenditure that are related to formal care. Thus,
private expenditure may be significantly higher in some
countries than shown in Table I.

On average, voluntary LTC insurance only amounts
to about 0.27% of the total expenditure as such insurance
is of limited importance in a few countries (e.g. France,
Portugal, Switzerland), as indicated in Table I. Addition-
ally, due to the voluntary LTC insurance schemes, some
share of the funding structure is due to cost-sharing ar-
rangements within these insurances.

Furthermore, many countries in the sample finance
their LTC systems with sources from non-profit insti-
tutions that serve households (abbreviation: NPISH).
As indicated in Table I, their mean share is only 0.83%
but can be as high as 5.4% (Hungary) or play no role
at all like in Nordic countries. Moreover, not shown in
the Table I, in Ireland, Lithuania and Germany, a limited
amount of total expenditure comes from schemes man-
aged by companies that are mostly based on employment.

Tdrowie Publiczne i Zarzadzanie 2019; 17 (3)
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Cash henefits

Countries like Austria, Cyprus, Czech Republic, Greece
and Estonia spend more on cash benefits than other coun-
tries in the EU/EEA region. Table II presents an over-
view of cash benefits for care receivers and caregivers.
Generally, cash benefits for care receivers are designed to
either compensate for formal or informal care (so-called
carer blind system), whereas cash benefits for caregiv-
ers are a compensation for the informal care provided.
Twenty-eight countries in the sample (87.5%) offer cash
benefits to those in need of care, the rest is offering care
only in the form of in-kind benefits or only to caregivers
(e.g. Hungary). A special case is Latvia, where generally
no cash benefits exist but some municipalities are still
granting these benefits.

The amount one can receive as a cash benefit var-
ies highly among the countries. Often countries structure
the amount of cash benefits in relation to the level of de-
pendency, therefore, Table II illustrates the minimum and
maximum amount of cash benefits one can receive in the
given countries. Denmark is granting the highest benefits
within the sample, whereas Romania is one of the coun-
tries with the lowest amount. The Netherlands is a special
case, as the extent of cash benefits is in close relation to
the rates formal care providers receive, and users of LTC
can choose between in kind benefits or cash benefits with
which they can buy their own care. The country spends
about 6.5% of its total LTC expenditure on cash benefits
called a Personalized budget. Furthermore, even though
Sweden declares to have cash benefits, there is according
to the findings only one nationwide cash benefit, a hous-
ing supplement (up to €530/month). Depending on the
Swedish municipality in charge, an attendance allowance
is available for the caregivers. Italy is an example of
extensive reliance on cash benefits in combination with
a low level of public service provision.

Only about a third of the sample (n = 11) is apply-
ing means-testing on cash benefits. Thus, for the rest
of the sample, cash benefits are universal. However,
several exemptions exist. Cyprus is only granting cash
benefits to those with a guaranteed minimum income,
Croatia is exempting those who have specific illnesses
from means-testing, Poland is using means-testing for
one of the available allowances and Spain does not apply
means-testing when the person is severely incapacitated.
Switzerland and Liechtenstein do not use means-testing
for cash benefits, but apply it for the reimbursement of
LTC or special other expenses. Additionally, Bulgaria,
Slovakia and Spain apply means-testing not only on in-
come, but also on assets.

Informal caregivers can receive indirect and direct
payments (also called carers’ allowances) as a support.
Direct payments are cash benefits that are transferred
directly to the caregiver, whereas indirect payments are
social security contributions (pension, health care etc.)
provided by the state. Hence, the latter does not offer
cash as a remuneration for the care provided but does
nevertheless support caregivers by topping up their so-
cial security contribution as informal caregivers are often

forced to work part-time or need to stop working at all.
As a large extent of care in LTC is provided by infor-
mal caregivers, policies for that manner are important
for the viability and sustainability of the system as well
as to reduce the negative financial and health impacts
of informal caregiving. Half of the sample (n = 16) is
granting caregivers direct cash benefits, even countries in
which care receivers do not receive any cash benefits like
Hungary, Iceland and Malta. Fifteen countries (46.9%)
offer indirect payments. Furthermore, countries may
provide counselling, training and respite care to support
informal caregiving, which is not illustrated in Table II.

In-Kind benefits

In-kind benefits amount for the highest share of public
expenditure in LTC in most of the countries. As indicated
in Table I, most countries in our study invest on average
about half of the LTC budget on institutionalized care.
However, there are considerable variations with regards
to institutional spending in the EU/EEA area. Cyprus
is only spending 9% of the LTC budget on institutional
care, whereas Latvia and Estonia are investing nearly the
entire budget on it. Vice versa similar observations can
be made for home-based care. Only a few countries have
nearly evenly divided (50/50) expenditures for home
and institutional care, such as Denmark, Germany and
Lithuania. In most other countries, a clear focus on either
home care or institutional care is visible.

As established, cost-sharing for in-kind services is an
important source of financing LTC in many countries in
our study (Table III). Thirty countries apply cost-sharing
to institutional care but only twenty-three determine the
amount of cost-sharing in relation to the user’s income.
In twenty-five countries, cost-sharing also applies to
home-based care. However, only about half of the sample
(n = 17) uses means-testing to determine the amount of
cost-sharing. Belgium and Cyprus are somewhat peculiar
cases, as they state no cost-sharing for institutional care,
but determine the co-payments with means-testing, even
though, Belgium is using flat-rate cost-sharing.

Moreover, eleven countries also use assets (mostly
real estate) to cover the costs of LTC services, especially
for high cost care such as nursing homes. Relatives of
those in need of care must bear the responsibilities in re-
lation to costs arising from LTC in eighteen countries.
This is mainly the case in CEE countries within the
sample but also two Mediterranean countries (Italy and
Spain). Hence, cost-sharing, assets and contributions by
relatives are particularly important to cover the costs of
institutional care.

Cluster analysis

As described in the Methods section, 7 indicators were
used in the cluster analysis. Due to missing values for
some variables, Bulgaria, Cyprus, Iceland, Liechtenstein,
Luxembourg, Malta, Norway, Romania, Switzerland
could not be included in the analysis. Thus, out of the 33
EU/EEA countries only 23 countries could be classified.
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Care receiver Caregiver
Existence of
cash-benefits Min. amount of | Max. amount of | Means-testing of . Indirect pay-
izl;ithii;ﬁ)cr cash benefits, cash benefits cash benefits Dlr;’;tfg y::]e nts ments
to hirepassis tance €/month [25, 41] €/month [25] [7, 25, 42, 43] o 125, 26]
[25, 40]
Austria yes 157.30 1,688.90 no no yes
Belgium yes 97.65 878.66 yes no no
Bulgaria yes 42.00 42.00 yes yes no
Croatia yes 66.00 166.00 yes yes yes
Cyprus yes not available not available yes no no
Czech Republic | yes 30.00 443.00 no no yes
Denmark yes 2,002.00 3,936.00 no yes yes
Estonia yes not available not available yes yes yes
Finland yes 62.25 327.67 no yes yes
France yes 552.08 1,656.26 no no no
Germany yes 125.00 901.00 no no yes
Greece yes 313.00 771.00 no no no
Hungary no not applicable not applicable not applicable yes no
Iceland no not applicable not applicable not applicable yes no
Treland yes not available not available no yes yes
Italy yes 206.59 899.38 no no yes
Latvia no not applicable not applicable not applicable no no
Lithuania yes 56.00 280.00 no no yes
Liechtenstein yes 428.00 855.00 no no no
Luxembourg yes 25.00 262.50 no no yes
Malta no not applicable not applicable not applicable yes yes
Netherlands yes not available not available no yes no
Norway yes 72.08 259.50 no yes no
Poland yes 35.00 136.00 yes yes yes
Portugal yes 101.7 182.11 yes no no
Romania yes 9.00 52.00 yes no not available
Slovakia yes not available not available yes yes yes
Slovenia yes 146.06 418.88 no yes yes
Spain yes 153.00 833.96 yes no no
Sweden yes not available not available yes yes no
Switzerland yes 470.00 1,732.00 no no no
United King- yes 268.00 400.00 no yes no
dom
Mean 246.23 782.81
SD 420.96 873.39
Frequency Yes | N =28 (87.5%) N=11(39.2%) N=16(50%) N=15(48.3%)
Frequency No N=4(12.5%) N =17 (60.8%) N=16(50%) N=16(51.7%)

Note: Frequencies are calculated excluding missing data.

Table 1. Cash benefits for care receiver and caregiver.

Source: Own study.

The dendrogram of the cluster analysis is presented
in Figure 1 and shows that four groups of countries can
be distinguished, while Greece represent a separate case.

The four groups are the following:
Group 1: High expenditure from state contributions
and out-of-pocket payments offering mostly in-kind ben-
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Cost-sharing for in-kind benefits # Assets Role of relatives
Cost-sharing . Cost-sharing Cost-sharing | . Cost-sharing E:; :;‘rais;::istltﬁ 1\(/:: ?::(‘)t:;t‘o“fg
institutional care 1nc(i):51::i-tl;letl;t§d - home care mc?::l;-:ecl:::d - tional care relatives
19, 25, 45] (6,7, 25, 42, 45, 46] [6, 7, 25, 45] 16,7, 25, 42, 46] [6,9,25,42,43, | [6,7,9,25,32,43,
45, 47-51] 45, 46, 51-58]

Austria yes yes Yes yes yes No

Belgium no yes yes yes no yes

Bulgaria yes yes yes no no yes

Croatia (a) yes yes yes yes yes yes

Cyprus no yes no yes yes no

Czech Republic | yes no yes no no yes

Denmark yes no no no no no

Estonia yes yes yes yes yes yes

Finland yes yes yes yes no no

France yes yes yes yes no no

Germany yes no yes no no no

Greece yes yes no no not available yes

Hungary yes yes yes yes yes yes

Iceland yes no no no no no

Ireland yes yes no no yes no

Italy yes yes yes yes yes yes

Latvia yes yes no no no yes

Lithuania yes yes yes yes yes yes
Liechtenstein yes not available yes not available no no

Luxembourg yes no yes no no no

Malta yes yes yes yes no no

Netherlands yes yes yes yes no yes

Norway yes yes no no no no

Poland yes yes yes no no yes

Portugal yes yes yes yes no yes

Romania yes yes yes yes no yes

Slovakia yes yes yes yes no yes

Slovenia yes no yes no yes yes

Spain yes yes yes yes yes yes

Sweden yes no yes no no no

Switzerland yes no yes no no yes

United Kingdom | yes yes yes yes yes no

Frequency Yes N=30(93.8%) N=23(74.9%) N=25(78.1%) | N=17 (54.8%) N=11(35.5%) N=18(56.2%)
Frequency No N=2(6.2%) N=28(25.1%) N=7(21.9%) | N=14(45.2%) N =20 (64.5%) N=14 (43.8%)

Note: Frequencies are calculated excluding missing data.

Table I11. /n-kind benefits for care receiver and caregiver.

Source: Own study.

efits with an important role of home care: Countries in
Group 1 include Denmark, Sweden, Ireland, UK and
Finland. These countries spend a high share of their GDP
on LTC (2.8% on average). In these countries, more than
80% of the expenditure is covered by public resourc-
es from state contribution. The private financing is de-
rived from out-of-pocket payments. Almost all resources

are dedicated to in-kind benefits with more than half of
the expenditure devoted to home-care.

Group 2: Insurance model — a diverse level of ex-
penditure from compulsory contributions, voluntary in-
surance: Group 2 consists of Belgium, Germany, France,
Slovenia, Poland, Slovakia and the Netherlands. Total
LTC expenditure as a share of their GDP is medium
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Figure 1. Dendrogram with the cluster analysis results.

Source: Own study.

(1.7% on average). Almost all expenditure is covered by
public resources, mainly from compulsory contributions.
In this group, we can observe a relatively low share of
out-of-pocket payments in private financing, which is due
to the role of voluntary health insurance or non-profit or-
ganizations in financing LTC services. The share of cash-
benefits is relatively high, about 30%, while expenditure
is devoted mostly for institutional care, more than 60%.

Group 3: Low expenditure from state contributions
and out-of-pocket payments, with an important role of
cash benefits: The third group includes Austria, Spain,
Croatia, Italy, Czech Republic, Latvia and Estonia. Their
total LTC expenditure as share of GDP is low (0.8% on
average) with the highest share of expenditure coming
from the health care budget. The share of public expendi-
ture in total expenditure is relatively low compared to
other groups (about 80%). The source of public expendi-
ture is mainly state contribution. Private expenditure is
mostly financed through out-of-pocket payments. The
share of cash-benefits is relatively high in this group
(above 40%). Expenditure is mostly devoted to institu-
tional care (approaching 75%).

Group 4: Low expenditure, mostly from public re-
sources offering mostly in-kind benefits: Being the
smallest group, Group 4 includes Hungary, Lithuania
and Portugal. In these countries, the share of GDP spent
on LTC, is relatively low (0.9% on average) and the
share of health care expenditure in the total LTC spend-
ing is the lowest (40%). The share of public resources in
total expenditure is relatively high (approaching 90%)
coming from the mix of state and compulsory contri-
butions. The share of out-of-pocket payments in private
financing is relatively low due to expenditure of non-
profit institutions serving households. Resources are
mostly devoted to in-kind benefits and a notably high
share of the expenditure is devoted to home-care, more
than 40%.

Descriptive statistics of the four groups are shown
in Table IV. Greece is not presented here as it consti-
tutes a separate group. According to one-way ANOVA
analysis, group-means are significantly different for all
variables included in the analysis, except for the share of
public expenditure in total LTC expenditure.
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Figure 2. Box-plots of cluster.
Source: Own study.
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B Discussion

The aim of this study was to identify relevant indicators
related to LTC financing available in international data-
bases and reports, as well as to explore the typologies in
LTC financing in the EU/EEA countries based on these

indicators. Following the conceptual framework present-
ed at the outset, we discuss differences across the EU/
EEA countries in financial routes/flows from third payers
to care receiver and caregiver, as well as from the care
receiver to third payer and/or providers via cost-sharing
mechanisms.
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Indicators Group N Mean S_td'_ Median Minimum Maximum ANOVA ¥
deviation »
Total LTC 1 5 2.84 0.90 2.75 1.77 3.98 4.867
expenditure (0.012)
as % of 2 7 1.73 1.41 1.63 0.02 4.27
GDP (2014,
E 3 7 0.81 0.51 0.85 0.18 1.55
urostat)
4 3 0.88 0.15 .92 0.71 1.01
Total 22 1.57 1.21 1.31 0.02 4.27
The share 1 5 83.57 24.09 92.00 42.21 100.00 5917
of health (0.005)
expenditure 2 7 85.80 15.82 93.25 67.18 100.00
in total LTC
. 3 7 89.29 15.67 100.00 64.71 100.00
expenditure
(OECD/Euro- 4 3 39.99 15.65 43.66 22.83 53.47
stat 2014) Total 22 80.16 23.39 92.00 22.83 100.00
The share 1 5 82.64 10.35 84.20 67.00 92.50 0.969
of public (0.429)
expenditure 2 7 91.79 11.54 96.30 67.60 100.00
in total LTC
. 3 7 82.89 12.08 79.40 65.70 99.80
expenditure
4 3 87.37 8.43 86.00 79.70 96.40
Total 22 86.27 11.14 86.50 65.70 100.00
The share 1 5 99.85 0.34 100.00 99.24 100.00 20.394
of state (0.000)
contribution 2 7 25.89 19.32 24.09 0.00 58.16
in public LTC
. 3 7 84.96 22.00 99.74 44.75 100.00
expenditure
4 3 62.93 17.35 70.00 43.16 75.62
Total 22 66.55 34.69 75.62 0.00 100.00
The share of 1 5 95.67 5.93 100.00 89.09 100.00 3.874
out-of-pocket (0.027)
payments 1n 2 7 59.59 39.29 72.97 0.00 100.00
private LTC
. 3 7 98.51 1.80 99.71 96.12 100.00
expenditure
4 3 77.61 15.84 80.00 60.71 92.12
Total 22 82.63 27.89 96.12 0.00 100.00
The share of 1 5 93.12 5.74 94.60 85.90 100.00 4271
in-kind bene- (0.019)
fits in public 2 7 79.47 17.58 76.50 56.00 100.00
expenditure
3 7 58.34 22.46 52.50 36.90 89.00
4 3 88.03 20.12 99.30 64.80 100.00
Total 22 77.02 21.78 84.80 36.90 100.00
The share of 1 5 42.60 7.46 46.10 34.30 50.30 6.255
institutional (0.004)
care in public 2 7 66.26 14.83 66.80 42.60 86.60
expenditure
L 3 7 74.11 16.68 74.10 45.10 93.00
on in-kind
benefits 4 3 46.70 13.01 52.50 31.80 55.80
Total 22 60.71 18.58 57.00 31.80 93.00

Table IV. Descriptive statistics of the cluster groups.

Source: Own study.

We find that the level of health expenditure varies
substantially across the EU/EEA countries. High ex-
penditure is possibly related to higher volumes of formal
care like in the Netherlands and the Scandinavian coun-
tries [27]. At the same time, the low public expenditure
in CEE countries correlates with inadequate provision of
LTC services [28].

In all countries reported, LTC expenditure is mostly
covered by public resources through different channels.

Some countries finance LTC via taxes (e.g. Scandinavian
countries), others via social insurances in the form of
compulsory LTC insurance (e.g. Germany) or use a com-
bination of taxation and insurance (e.g. the Netherlands).
Also, there are countries, where no discrete financing
systems can be distinguished. We can observe that in
countries, where LTC is financed by taxes, higher ex-
penditure is observed than in those countries, where LTC
is financed by compulsory insurance (e.g. Luxembourg)
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or health insurance resources (e.g. Belgium) [6]. An ex-
ception is the Netherlands.

Regarding the benefits, differences are found in the
share of expenditure devoted to in-kind benefits and
cash benefits, and whether these benefits are universal
or means-tested. Differences can be found in the share of
costs allocated towards different types of services, e.g.
home-based or institutional care. As demonstrated in pre-
vious research [29], the LTC financing influences the use
of LTC services, which could explain some of the differ-
ences and similarities among the countries. It is also im-
portant to highlight the increasing role of cash-benefits in
the EU Member States due to the decline in the informal
care supply. Older EU Member States tend to provide di-
rect benefits to individuals in need of care, whereas new
EU member states place more emphasis on benefits for
caregivers [30].

Private expenditure in the form of cost-sharing is an
essential source of funding in all countries in our sample.
We observe a widespread use of co-payments, which is
mostly applied for institutional care. These co-payments
are income related in most of the countries, but only
about one third of the countries also use user's assets to
determine the level of cost-sharing. Furthermore, in the
present sample, some CEE and Mediterranean countries
made the relatives responsible to cover the LTC costs.
Nonetheless, this is in line with the family-based model
in these countries. While some authors point out that
means-testing contributes to the control of utilization of
LTC services and decreases moral hazard [31], others ar-
gue that means-testing, even though widely used, is relat-
ed to the creation of more unmet needs and stigma [32].
Nevertheless, countries may apply steep means-testing
for institutional care, but they can still offer largely uni-
versal benefits like in the Netherlands [33].

Taking into account these diversities in LTC financ-
ing, cluster analysis revealed four main typologies in the
EU/EEA countries based on the indicators identified in
desk research. We observe the highest level of LTC ex-
penditure in the group consisting of Scandinavian coun-
tries (Denmark, Sweden, Finland), the UK and Ireland.
In these countries, the expenditures are covered mainly
by tax revenue, but there is an important role for out-of-
pocket payments due to cost-sharing mechanisms. The
focus is on in-kind benefits rather than on cash-benefits,
with an equal role of home and institutional care. In
continental Western-European countries (Belgium, Ger-
many, France, The Netherlands) and in some of the CEE
countries (Slovenia, Poland, Slovakia), the level of LTC
expenditure varies (from a very high LTC expenditure
in the Netherlands to much lower LTC expenditures in
Poland and Slovakia). Thus, in a cluster group not all
countries have exactly the same characteristics but they
do show considerable similarities on some of the charac-
teristics, which allows their grouping in the same cluster.
In particular, these countries follow an “insurance mod-
el”, as expenditure is covered mainly from compulsory
contributions. Only in this group, we can observe a role
for voluntary insurance. In the group of Southern coun-
tries (Spain, Italy) and in some CEE countries (Croatia,

Czech Republic, Latvia, Estonia) as well as in Austria,
the average level of LTC financing is lower compared
to the previous groups, costs are mainly covered by the
state contributions and out-of-pocket payments, with
an important role of cash benefits. The fourth group is
more diverse and consists only of Hungary, Lithuania and
Portugal. These countries have a low expenditure from
public resources offering mostly in-kind benefits. Greece
forms a case on its own with a very specific LTC financ-
ing schemes.

In a previous study [34], a typology of five models to
categorize LTC financing schemes is proposed: the pub-
lic service model (Scandinavian model), the family care
model (Mediterranean model), the means-tested model
(English model), the insurance based model (continental
model) and the Eastern model (post-communist model).
These models were formulated based on five dimensions:
the role of the state, the mode of financing, the major
benefit instrument used, eligibility criteria used and the
extent of generosity of benefits granted. This typology
is mostly in line with our findings — our Group 1 rep-
resents the Scandinavian model and the English model,
our Group 2 represents the insurance based (continen-
tal) model, Group 3 could be linked to the Mediterranean
model. Nevertheless, we find some differences regarding
the Eastern model, as we found more diversities in the
CEE countries. Some CEE countries, e.g. Slovenia, Po-
land, Slovakia, are closer to the “insurance-based (con-
tinental) model”, while the Czech Republic has higher
expenditure and a rising focus on cash benefits in com-
parison to other CEE countries. Furthermore, other CEE
countries, like Latvia and Estonia, belong to the group of
“Mediterranean model”. However, since we focused only
on EU/EEA countries, some of the CEE countries were
not included in the current study.

As previous studies show [27, 34], the financing of
LTC relates to the administrative structures and health
care systems or general welfare state models. The results
of our cluster analysis also suggest that there is indeed
a link between the financial structures of the health care
systems and LTC systems. This can be partly explained by
the fact that LTC is embedded in the health care system as
indicated in our conceptual framework. Our findings dem-
onstrate that those countries that rely on tax-based health
care funding as known from e.g. Scandinavian countries,
use this form of financing also in LTC. Countries known
to finance their health care through the social insurance
systems, finance LTC either through compulsory insurance
scheme or through health insurance funds.

Data issues

Previous reports highlighted that there are still some
persisting issues in relation to LTC reporting and general
data availability [6, 9]. Our study also confirmed that
comprehensive data on LTC financing that would enable
a sound comparison across countries is still missing. Fur-
thermore, we found some differences in reporting when
different sources were compared. These problems are
mostly due to: (1) definitional issues (such as day-care
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being a separate function or being included in inpatient);
(2) the division/overlap of tasks between the social and
the health care system; and/or (3) general reporting and
monitoring issues [7, 8, 34].

For example, reporting on outpatient care and ex-
penditure on social LTC are lacking in several countries.
While there are sufficient data reported on the financing of
services covered by the health care system, there is only
a very limited range of data available on expenditure oc-
curring in the social care systems. Especially in scholarly
articles, it is often not certain whether the reported total
expenditure on LTC includes both social and health care or
only health care expenditure on LTC. For example, OECD
[35] reports that Italy spent 0.85% GDP in total on LTC
in 2014, whereas according to other sources [36] public
expenditure in Italy amounted to 1.28% GDP in 2014.

The split and overlap of the social and health care sys-
tem is considered to be one of the most influential factors
that limits the comparability across countries [9]. This is-
sue is especially hampering the analysis of CEE countries
due to the fragmented nature of the LTC systems in this
region. The absence of good coordination between local
and central governments in combination with coordina-
tion issues between the social and health care system may
be the main reason for this fragmentation [28].

We also found some inconsistencies in the reporting
of cash benefits in some of the countries. For example,
Belgium and Bulgaria provide cash benefits, but at the
same time report that 100% of their budget is allocated
towards in-kind benefits. The reason for this inconsisten-
cy can be that cash benefits might be spent on the social
system side and are, hence, not demonstrated in Table 1.
Or in Latvia, as reported, no cash benefits are granted
but still we see budget allocation towards cash benefits,
which could be related to the different sources used to
retrieve information.

Furthermore, the EU reports [6] that the extensive
informal care involvement in many countries contributes
to underreporting as well. Note that even OECD reports
private spending on formal care only. Also, according to
the EU report, some countries only collect data, which
they feel are necessary for the system to operate. Dif-
ferences in reporting reflect not only the developmental
level of monitoring and reporting, but also the social and
cultural differences in the LTC systems, such as the role
of families in LTC [37].

There is an urgent need for improved data report-
ing and availability in relation to LTC financing as it
would improve effectiveness and efficiency of countries
with better planning for sustainable LTC systems [38].
Without comprehensive data, informed decision making
is rather impossible as the problems in LTC systems are
blurry and confusing.

Limitations

One of the main limitations of the study is the availability
and reliability of comprehensive statistical data, which
hampers the comparison across countries. Due to miss-
ing values, some of the countries (mostly the smaller EU/

EEA countries) could not be classified. Yet, the value of
our study also lays in identifying and indicating the gaps
in the data on LTC financing which need to be addressed.
It should be also recognized that the interpretation of the
results of the cluster analysis is somewhat subjective and
lacks representativeness since several countries were not
included due to the lack of data. Nevertheless, we carried
out sensitivity checks, applying other methods for the ag-
glomeration of observations (such as between neighbors
method), but group memberships seemed robust for most
countries.

We only analyzed how LTC resources are collected
and spent. The exact financial mechanisms in LTC were
not studied due to limited availability of data on this is-
sue, even though, it is an essential part of LTC financing.
Also, social protection schemes, such as old age or dis-
ability pension schemes, which would give an additional
insight in LTC, were beyond the scope of the present
study. Moreover, we applied an aggregated approach and
did not study within-country differences, in particular the
differences in LTC financing in England and Scotland.
Future cross-country studies on TLC affiancing need to
take these shortcomings into account.

Although we acknowledge the various limitations of
our analysis, we believe that by combining desk research
with cluster analysis, our study provides insights on the
typologies in LTC financing and indicates important di-
rections for future studies in this area.

B Conclusions

The study provided an overview of how LTC resources are
collected and spent across EU/EEA countries. We found
that LTC financing is rather divers among the EU/EEA
countries regarding the total LTC expenditure, and its dis-
tribution between the health care and social care system,
financial sources as well as the role of in-kind and cash
benefits. We identified four main groups of LTC financial
mechanisms based on indicators available in international
databases and reports. We also underlined some limita-
tions and contradictions related to the indicators of LTC
financing, and highlighted the need for comprehensive
data, which enables further cross-country comparisons
and informed policy discussions on LTC financing.

Since we found that the overlap between the health and
social care system might be one of the main reasons for
the unavailability of comprehensive data, this issue should
be explored more in-depth both in single countries and
across countries in further research. Furthermore, litera-
ture on the reimbursement mechanisms of LTC services is
scarce and research in this area is urgently needed to better
understand financial flows between payers and providers.

Generally, there is a need for better quality indicators
in the LTC system and specifically, for the social sector.
Thus, the EU should promote and facilitate better report-
ing and monitoring practices in the member states. Im-
proved coordination and cooperation between the social
and health care systems as well as between formal and
informal care are needed. This would enable a more pro-
found investigation of LTC systems for more sustainable
LTC systems in times of demographic changes.
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