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00 Being an independent Chinese expert, the author writes this paper as a background report of the research
t opi ¢ A Dev elAgeSendcestantongTe@®Chr e Sy st efonthe BUCHhA SPRRB. 0
The paper includesix sections:

Ageing: Trends and I nfluences

Basic ConAgetSefviOfTerandcakteng

I nternational-Agep8erence ahdOLdC
Statistical Data related to LTC policy
Current SPtolbltémhgend®©tdi ces in China
Prospect fageCltiemai sTe@InhChrleorPpl i cy

ouprwNE

1 Ageing: Trends and Influences
1.1 The Chinese Aging process: Past and Present

01 Almost exactly at the time we entered the'2&ntury, China crossetthe threshold of aging.
According to the B National Population Census, in 2000 the people aged 65 or more were 88.1
million, accounting for 7 % of the total population. In the following years the aging process
accelerated and in 2010 the people ovem@de 119 million, accounting for 8.9 %" {@ational
Census). In the following 5 years, the speed of aging continued to increase and in 2015 the people
over 64 were 144 million (10.5% of the total populatibn).

02 It should however be noted that the P.RL@w on the Protection of Senior Citizen Rights,
article 2, states: AThe term fisenior citizeno
6 0 y e a¥Fsllownd thi® definition, in 2000, the people aged 61 or older were 130 million
(105 %) in 2010, 178 million (13.2 %)and in 2015, 222 million, accounting (16.1°%)

Therefore, between 2000 and 2015, the number of older people(60 and over) had increased by 92
million (70.8%) at an average rate of 6.13 million per year (4.7%), \hele share grew by 57.7 %,
at an average rate of 3.9 cent.

03 It is worth noticing that after 2013 the process of aging in China had accelerated further: In 2013
the people over 60 were 202 million (14.9 %); in 2014 212 million (15.4 %); in 2015, 2@&2nmil

(16.2 %); and in 2016, the number was 231 million (16.8 Blgrefore,in the last 3 years, the
annual i ncrease of Aisenior citizensod has beer
0.61% per year.

1.2 The Aging Trend

1 x raogs . i X% 2 2016 357

2f XN i . H 1 http://www. mca.gov.cn/articlel/yw/shfl
2015070085P275. sht ml
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04 At the beginnig of the 21st century, when China entered the club of aging countries, both the
Chinese government and the academic circles started to pay much attention to this phenomenon that
would profoundly 1 mpact on Chi n a Gesultssob tha mhl st
National Population Census, forecasts on the aging process have become a very hot social topic.

In 2006 the Office of National Committee on Aging releasedRbweecast of Aging of Chinese
Population According to it, at the end of 20@&ople over 60 years old were 143 million, in 2014
they were 200 million; by 2026 they are expected to be 300 million; in 2037 the number will be 400
million and in 2051 it will reach the maximum valtie.

In another version of the same report, the agimggss is divided into 3 phases: ThHid from

2001 to 2020; in this period the aging goes at the highest speed, and in 2020 old people will be 248
million, accounting for 17.17% of the whole population. TH&i& from 2021 to 2050, during

which the agig process will be accelerated, and in 2050 old people will be over 400 million,
accounting for more than 30% of the whole population. Thpiase is from 2051 to 2100, during
which the number of the elderly remains high but gets stable, accountingfmdad1% of the

whole populatior.

05 Before release of this report, the 1@8ar Forecast on Chinese Population Aging, written by Du
Peng, Zhai Zhenwu and Chen Wei, indicated that, according to their forecast, as of 2014 Chinese
people over 60 years oldillwbe over 200 million; as of 2026 the number will be over 300 million;

as of 2041, it will be 400 million; and as of 2053 the number will reach the peak of about 430
million. The period from 2041 to 2064 can be called the Aging Peak of Chinese popudatam

the number of old people will always be over 400 million. After this period, old people will start to
decrease. In 2100, there will still be 350 million old people, which means that China will be the
country with the largest aged population in wld for a long period.

The share of older people in China was expected to be 12.7% in 2010, after which the aging process
will accelerate. As of 2032, share of old people will be over 25%, 2 times of that in 2010. As of
2050, the share of old people Mile 31%. The increase of old people after 2050 will result in a
share of 34% in 2109.

10 years after the publication of this book, thanks to thBa&ional Census on Population in 2010
and the National Sampling Survey on 1% Population in 2015, nevadatevailable.

Meanwhi |l e, Chinabébs policy on family ©plan h a s
introduced the universal twchild policy. Therefore, in 2016 Zhai Zhenwu and his colleagues
revised their forecast: In 2015, the people over 60syell were about 220 million. The forecast
shows that as of 2026 the old people will be 310 million, in 2036 the number will be 410 million
and around 2050 the number will peak at 470 million. Therefore, while in 2015 China's elderly
population aged 60 dnabove accounted for 16.1%, by 2024 it will exceed 20%, and after 2041 it

will be 30%; by the middle of the 21st century it will reach 34%
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06 The World Health Organization has also made forecast on Chinese aging process. In the latest
China National Asessment Report on Aging and Health, it is indicated that Chinese aging process
goes much faster than that of many{@md highincome countries.” In 25 years, in China the share

of people over 60 years old is expected to be two times of the currentinaheasing from 12.4%

(168 million) in 2010 to 28% (402 million) in 2046,

1.3. Impact of Aging on Chinese Society

07 In recent years, the aging process has been so fast that it creates panic in the Chinese society. In
particular, the media oftendedcre Chi nese aging as Athe most s
true and misleading.

It is no doubt that China has the world's largest elderly population, but this is due to the fact that
China has the largest population in the world. Before overcothathreshold of population aging,
China'’s elderly population was also the largest in the world. For example, in 1990, China's elderly
population accounted for only 8.4% of the total population, but the absolute value was 96.97
million, which was alreadyhe largest in the world. So, we can say that China cannot avoid "the
most serious aging in world" as it is a destiny to this country.

Secondly, in terms of degree, the aging proce
t he wor | drthe p&cemage oivtheeelderly will peak, old people will account for only 30
35%, which is equal to the worl dds average | e

of Japanese elderly population will be 42.5%, and that of Korean will b&4These values are
about 810 points higher than that of ChidaThis confirms again that the argument that Chinese
aging process is Athe most serious in the wor

08 The old people dependency ratio is usually adopted in Chinese offatiatiss as an important

aging indicator. Defining the old people as those 65 years old and more and the WAP between 15
64 years, from 2006 to 2015, the dependency ratio of Chinese old people has increased from 11.0 %
to 14 %2 According to the 2026 forestof the Office of National Committee on Aging, from

2030 to 2050 the dependency ratio will remain aroun80®, which indicates that this period sees

the most serious aging.

The research of Zhai Zhenwu has also forecasted on the dependency ratiqgpebmie] which

shows a more serious situation: Around 2023, the dependency ratio will be over 30%;, the ratio will
be over 40% in around 2019, over 50% in around 2036, over 60% in around 2047; and finally in the
middle of the 21 century, it will be as lgh as 66.2%. It should be noticed that according to the

|l ogic of the context the concept of Aol d peo
over 60 years old.

09 In discussing aging issue, dependency ratio is certainly an important indmatdarjs not the
decisive one to describe the future socioeconomic trends, since China has a special situation.
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The first specialty is the lack of labor force as a consequence of aging. However, in a country where
the population is over 1 billion, thest of aging might be totally different from that of other
countries, since its population is indeed too huge. Even accepting the pessimistic forecast and not
considering the new TweGhild policy, even in the peak period of population aging there will sti

be 600 to 700 million people in working age. If we only consider the dependency ratio, 1:1.5, the
situation is really pessimistic. However, when thinking about the economic scale that a country with
1.5 billion people needs and that it can create, arlétwrce of 606700 million is not small.
Following the third wave of higkech and digitalization, it is predicable that the future economy

will not necessarily rely on a large population. Taking market economy as tremdition,
increasing old peoplevill produce an increase in demand. Why not regard such huge consumer
market created by aging population as the opportunity for Chinese economic growth and
employment? At the same time, China is changing its mode of economic growth and its industrial
strudure. The result of changes is reduction of human labor. Thus, in the past, at present and in the
future of China, the primary obstacle to socioeconomic development is unemployment instead of
population aging. Faced with this, China should not lose its way

Secondly, the Chinese tax system is different from those of other countries. In developed countries,
direct taxation is prevalent. In particular, personal income tax is dominant in the fiscal revenue. For
example, from 2010 to 2014 average personalnmetax in OECD countries is 23.6% of fiscal
revenues. Denmark, Australia and US are the top 3 countries with the largest revenue from personal
income tax, respectively 53.0%, 39.4% and 38.5%. From 2010 to 2015, the fiscal revenue from
personal income taxas been increasing. The increase in Denmark is 2.6%, in Australia it is 2.7%
and in US it is 5.9%. On the contrary, in China fiscal revenues mainly come from indirect tax, and
especially from commodity turnover tax. In 2015 the revenue from personal ineames only

5,7% of the fiscal revenue. In the near future, it can be expected that Chinese taxation will not
change fundamentally. This comparison tells us when the proportion of personal income tax in the
fiscal revenue is larger, the impact of numbad proportion of working people, who function as

the tax base, on the fiscal revenue is larger and more direct.

10 In conclusion, the aging process in China is irreversible. However the negative consequences of
this process are not as terrible as regmblly Chinese media or some foreign researchers.

In mid 1980s, Wu Cangping sai@Ghina is a developing country, yet it is poor. By the end of this
century, the Chinese population will be agedidthere are some people saying that China is a
poor countrythat suffers from demographic disease of rich countd&om then on, people have

a new saying: China is a counBging Aged before Getting Rich

However, 30 years after Chinads Reform and Op
China was theecond largest economy in the world. The per capita GDP has reached 8,016 USD,
which implies that China has become a member of the middéene countries. If the growth rate

will remain around 6%, it is possible for China to be a member ofihigtme caintry by 2025,

when the per capita GDP will be 12,000 USD. In this sense, theBemng Aged before Getting

Richis oldfashioned for China, and then the real problem for this coun®giilsg Aged without
Preparation

13 i e i e 1986 26 27 |
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2. Basic Concept of Oldge ServiceandLong-TermCare
2.1 WHOG6s Definition of Health and Its Origin

11 The basic concept of olage service can be traced back to the definition of health made by the
World Health Organization (WHO). According to Su Jingjing, and Zhang Daging, between 1947
1948, the birth of WHO brought about a new definition of héaltealth is a state of complete
physicall mental and social welbeing and not merely the absence of disease or infirntty
According to Su Wen, the Chinese translation on the official websiiag§#version, of WHO is

fA b wu H v r A L wH nan .16
I n simpler words, the debjnbtiob canfbe inter
r a W 0. (Health means not only bein

weakness, but also being physically, mentally aadially well.) With this definition, there are
three indicators of health, namely being without disease, possessing physical and mental health, and
being socially happy.

12 The new definition born after WWII is not groundless. The research of Su gjragjoh Zhang

Daging indicates that since 1700, following the development of public health and medical science,
people believe life can be extended through improved medical cure, public hygiene and health, as
well as personal behavior. Especially after WWhkention and spread of asiiotic, vaccine and

DDT etc. have fundamentally changed the approach in controlling infectious diseases. This brought
the medical scientists to an owaptimistic view of medical science, and they believe the diseases
around he world could be solved one by one in a short péfi&lch idealistic thought is called
Medicinism (medicineentered thought)y later generations.

As a matter of fact, history did not develop as people expected. Since t29'fentury, the

healtho f human beings | eft Athe era of acute infi
di seaseso. I n the first er a, the primary kil
cholera and myalgia. In the mRO™ century, the invention angead of antbiotic, vaccine and

DDT helped controlling these diseases. However, human beings did not enter a world without
diseases. Instead, they entered a world of chronic diseases, in which the primary killers are
cardiovascular diseases (hypertengistioke and CAD), cancer, diabetes mellitus, and chronic
respiratory diseases.

It is obvious that compared to acute infectious diseases, chronic diseases have two characteristics:
first, the causes of chronic disease are mainly environment and lifesgégdend, the medical
treatment of chronic diseases can only control the gravity, but cannot cancel the disease. For these
reasons, thenedicinism which was born in the first half of the ®@entury and regards medical

cure as the center of health, does eorrespond to the reality of the modern society, whose primary
threat actually comes from chronic disea$es.

14 1 [k A & M A7 ] I B 4 R [ 2016 4 494 ¢
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13 In the 2014 annual conference of China Association for Science and Technology (CAST),
academician Han Qide made a revolutionary comment ahcalesciences and medical services,
which had provoked great discussion. One of his revolutionary ideas is thaetheal treatment
can affect only 8% of humanés the health

Afterward, a fAdiscoveryo by t he WHifiectihgfactarmme f a
biological factors account for 15%, environmental factors for 17%, and behavior and lifestyle for
60%, while medical services only account for 8%his discovery seems related to the Victoria
Declaration on Heart Disease of 1992 of WBlO. This kind of new understanding (it is new in the
Chinese society) is in line with the definition of health mentioned above.

2.2 Healthy and Active Aging

14 Health issue of aged people is always attracting our attention. The information | collgst sho
that the WHOOG6Gs definition of heal th and othe
social policies that many governments make to cope with ageing.

Today, three words represent the new definition of health for aging people: succesgjul agin
healthy aging and active aging. Some scholars view these three concepts as three depths in which
the international community understands the aging.

15 In 1987, the US scholars John Rowe and Robert Kahn put forward the concept of successful

aging, desribingitasn ot | etting ol d peoplebébs functions d
external psychological and social factors on the aging process, keeping them in-pbysiual
balance, vitalizing their energy and letting them realize thereselv t hr ough socd al p

However, there are also researchers such as Muriel Gillick who have expressed their worries about
the concept of successful aging. In an interview talking about successful aging, which refers to
healthy and energetic clbe life, Gillick said that everybody wants to keep active and healthy
when getting oldhowever,it would not be fair to criticize those who fail in reaching this goal and

to define them as unsuccessful or even guilty for being disdbled.

16 Therefore, aother concept, healthy aging, was born. In 1990, the Copenhagen Conference of
WHO adopted the strategy for healthy aging. This strategy emphasizes that old people should keep
their physical, mental and intelligent wellbeing as long as possible.

The lates World Report on Aging and Healthsay¢e al t hy Agi ng doesndét on
disease. For most aged persons, maintenance of functioning is the most imp@&ing aged
doesndt necessarily mean wor s e actratseallyoelatehte a | t
chronic disease, especially those mafiectious. Most of these diseases can be prevented or
postponed through healthy actions. Moreover, if discovered as early as possible, can be effectively
controlled. Even for old people whesability decreases, good supporting environment can ensure a

17 if Na n 0 [ R I G [ 2014 10 6 g
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life of dignity and personal developmét.

17 In 2002, the UN adopted the Political Declaration and Madrid International Plan of Action on
Ageing. Among the suggestions, the document put forvilarele priorities:Aged Persons and
Development; Promotion of Aging Health and Benefit; Ensuring that Aged Persons can benefit
from advantageous and supporting environment.

In the same year, the WHO issued the Active Ageing Policy Framework, in whidonept of
Active Aging is defined as Athe process of of
and soci al security for old people to i mprove
need of multipartnership, whose objectivis to ensure that old people can benefit from the
resources of their families, communities and economies. The policy framework of WHO identifies
six decisive factors for active aging: economy, behavior, individual, society, medical and social
service, angbhysical environmertt

2.3 Towards an International Consensus on Policy for Longerm Care of the Ageing

18 The report more related to the topic of this paper is the 2000 WHO r@mwirds an
International Consensus on Policy for Lemgrm Care of theAgeing In this report there is the
following definition of longterm care:it is a system of actions provided by informal caregivers
(families, friends or neighbors) and professional staff (medical social or other) for ensuring those
not selfsufficient b keep their life quality in line as much as possible with their priorities and enjoy
independence, autonomy, participation and individual realization and human dignity to the largest
extent

The report also indicates eight key issues of LTC: 1. Pdraodgublic value and understanding; 2.
Roles and responsibilities of private and public sectors; 3. Public education; 4. Role, responsibility
and right of caregiver; 5. Infrastructure: a LTC system that provides social and medical services; 6.
Income gueantee and financing for LTC system and services; 7. Current and future technology; 8.
Data collection for research and strategy analysis. It is obvious that WHO hopes to collet an
international consensus on these 8 paihts.

It is worthy noticing that intte Chinese version of the 2000 report, the term Heng Care was

translated as (care for long term), while in the 2016 report, the term has been translated
as (care and protection for long term). In the context of Chinese language, the change is
significant.

3. International Experience of GQlge Service and LTC
3.1 LTC system for old people driven by the aging process

19 In the modern world, the countries that have entered into the aging societies before China does
are mainly developed courds that have accumulated a great amount of experience in establishing

2y i1%n 3 'H f 56 7
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LTC insurance system today.

Starting from the end of ¥9century, the medical service systems have been faced by an
unprecedented pressure, since elderly people are not the onlytorssgfer from diseases,
especially chronic diseas®s.

Researches in this area have shown that fast increasing medical costs and disadvantages brought
about by the modern society have produced huge challenges to our health in the aging era.
Therefore the reform of the medical system has become a central economic and political issue in
many countries.

The huge increase in medical costs registered by the US, Japan and some European countries has
been determined, besides the additional costs due to thiogieent of medical technology, mainly
to population aging®®

20 A popular Chinese saying states that normally 70% of medical cost in our life is spent during the
last several months or even the last month of the life. However, researches have shown that
temporary and urgent medical costs before death have dramatically increased not because of the
cost of medicines, but of care. A report by Yang Yansuiand Yu Maop ul at i on Agein
on Medical Insurance Fundecalls that according to Brenda Spillmaand James LibitZthe

medical costs before death are not influenced by the increase in life duration; as a matter of fact the
costs do not change no matter one dies in the year of 70, 80 or 90. Even the costs before death
increases dramatically, the reasfor the increase is the fees for care instead of the fees for
medicine?®

The experiences of developed countries show that though the systems of pension insurance and
medical insurance get better and better, care for old people remains an unsolved.prbblé&ack

of LTC can even cause serious crisis on the two systems, which further impact on the overall social
security system?

21 Since the 1960s, developed countries have moved their attention in designing and implementing
on longterm care policies. &ly efforts and attempt were made by the EU countries that were the
earliest to enter aging process. They firstly covered LTC into medical services and then arranged
independent LTC.

We can see after separating basic life care-medical care and rehiditation from general

medical care, LTC service becomes an independent social service system, which can therefore
reduce the pressure of increasing medical costs caused by aging. Since 1960s, this approach has
been adopted by many countries in the woeéslpecially those faced with increasing population

aging.
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3.2 LongTerm Care Systems in Western Culture

22The concept of LTC is related to the Engli st
social services (welfare). The term LTC in many @Bim researches is derived from the concept
Community Care, promoted by Mrs. Thatcher in her Welfare Reform in £880s.

At the end of the 2Dcentury, the general trend in the public policies of developed countries was to
reduce expenditure by political efts in the atmosphere of economic rationalism. In such context,
the role played by informal care in the provision of normal assistance and care for weak old people
was appreciatetf. This was also an important direction of the social reform introduces risy M
Thatcher that transformed the formal care policy into an informal care policy. As a consequence
small private welfare service institutions operating at the community level took the place of large
governmentun social welfare agencies.

Around the worlgd medical services are usually viewed as tigleshold technological profession

and therefore all services related to medicine are expected to have a high cost. In the 1990s A
Japanese investigation showed in fact that for the same care service, tlué tla¢iqorice under

social service to that under medical service is 1:7.

23 It must be underlined that historically the choice of L3&vices in different countries implies
profound significancel®, life of an old person must be completé&® Zbility of an old person
should be exercised; and3the decision of old people must be respetied.

Il n China, some researchers summar i z edecisidne se
and au t3Theopninciple of complete life or continuity aimly refers toAging in Place

which is frequently discussed in this field. Aging in Place emphasizes the humanistic environment
of aging, hoping that old people can enjoy their aging life in the house or community where they
have been living for long timm The principle of using ability or autonomy emphasizes protecting
and maintaining the autonomy of old people. Therefore, rehabilitation is a major task of LTC
service. The principle of respecting the decision of aged persons is the principledaicsabin. It
emphasizes the kind of services, the givers of services and the place for receiving the services
should be chosen and decided by the user. These three principles are in accordance with the
concepts promoted by the UN: Active Aging and Healthy ggifll these principles and concepts
should be included in the design of a LTC system.

3.3. LTC in East Asia

24 In Japan, to show the difference from clinical nursing activity, LTC is célled” HQO a ~

kaigo, simplified Chinesé: j i ehuo, w hly médans ®lgedyc dareThec Japanese
concept, on the one hand, means daily life assistance, including dressing, eating, living and
travelling, and, on the other hand, it includes medical care, nursing and rehabilitdtiapanese
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policy on elderly care lsabeen developed in this way: In early period, clinical nursing activity and
basic care for daily living were subtracted from medical service. Later some portion-wiecical

care and rehabilitation was also subtracted from medical service. Tdadlesbnornrmedical care

and rehabilitation service is not aimed to completely cancel the disease but rather to slow down the
development of chronic diseases and keep physical ability and mental health for old people. These
two branches of service are combinet ithe Japanese LTC service.

In Chineseprevailed countries and regions (Singapore, Mainland China, Hong Kong, Macau and
Taiwan), a new wordj zhaohw (care and protecting), has been created to integrate daily care
and medical care, which shares samanotation with the Japanese concept. In this paper, the
Chinese word i bE@aregandPeotectionXi aalapteds As shown above, the Chinese
translation of WHO also adopts this term.

25 The experience of East Asia has in turn influenced somela®d and developing countries.

More and more countries include the LTC services into the social services. This has two
implications. The first way for this is providing LTC services from-atge service agency, which is

in the field of social servicesnstead of medical agency. The second way is separating the
profession of LTC services from that of medical services, making it an independent occupation. The
separation is also practiced in educational field. Therefore, the caregiver of daily servaerlio el
people should be professionalized, as in the international experience where a professional LTC team
is composed of doctors (general practitioner), nurses (registered), social workers, dietitians,
rehabilitation therapists and psychological consudtant as in Japanese experience where the
caregivers are called and: (care professional).

3.4Birth of LTC Insurance

26 For promoting LTC service, there is a need of financial guarantee. For this, LTC insurance was
born. According to the informatiofound on Chinese websites, commercial LTC insurances in the
US were launched in 1970s. Israel established the first social LTC insurance in 1980s, Germany
established social LTC insurance in 1990s, and Japan established it in the first decade %f the 21
Century.

27 The earliest systems similar to LTC were all derived from welfare system, and most of them
were fAcare insuranceo. For e x Aot BpecialtMedical Ne t h
Expendituran 1960s, which is originally part of the legiibn on medical insurance and is in favor

of institutional service. Later, the coverage of service extended from clinical nursing to daily life
care and the concept evolved from nursing to care. The generous insurance benefit allowed 10% of
old and disatdd persons in Netherland to live in caregiving institutfoim. 1980s, as the aging
process accelerated, this system made the costs on medical insurance increase. Then, reform
became necessary.

28 The reform had two key elements. The first was that @eiver could choose the way of care.
Caregivers could be a family member, a neighbor, a friend or a member of the same community. On
this basis, small service institutions rooted in community developed. The second was that the
insurance benefits could Ipaid to the informal sector. Money was provided to pay for the costs of

the services that care receiver had chosen. This reform was successful in Scandinavian countries
and UK. Today it is a widespread system that the state provides subsidies or aatagialos

3 1 T fi. .1 o 2 2010 |
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directly pay family members, other persons or institutions, which bear the responsibility of
caregiving for old people.

3.5. Different Models of LTC Insurance

29 Over several decades, many models of LTC have been established in different £okotrie
instance the LTC systems of Japan, Germany, Denmark and the US can be classified into two
models: insurance models and welfare models, according to different sources of financing. The
welfare system is administered by the state or local governmaedts financed by taxes; insurance
systems are financed by the insurance premiums paid by insured persons.

Denmark has a LTC welfare system funded by tax and managed by the public administration. LTC
in the US is financed by commercial insurances, furgegremiums and operated by insurance
companies. LTC in Germany is social insurance, funded by social contribution and run by the state.
In Japan, having compared the advantages and shortcomings of different models, LTC has a new
model, which can be catlansurancewelfare model, because the financial source is both insurance
contribution and tax, and the administration is done by local government (prefecture, city, street and
village). In the bookJapanese Elderly Care Insurangby Japanese Elderly Calesititute),
comments on the four models are as folloimsNetherland and Germany, the LTC systems are
supplementary to medical insurance, while in US, there is no universal medical insurance. In North
Europe, elderly care is a part of social welfare.dag, only in Japan a real and complete elderly
care system is established

30 The US LTC insurance system is famous for its commercial model. This is related to the fact
that medical insurance in the US is mainly based on commercial insurance. Howeeehatre

been two systems established in US in 1965. One isléacaresystem for old people and another

is Medicaidfor low-income group. These two systems both bear the responsibility of protecting the
minimum livelihood and providing lonterm care. Ta Medicareis funded by salary tax, which is
equivalent to pension contribution in China. In recent years, PACE (Program-iatialive Care

for Elderly) has become a new fashion. In this program, the core is usually represented by registered
nurses, arend which are social workers, dietitians, rehabilitation therapists and caregivers. They
compose a professional team that provides LTC service to old people at home, and the costs are
paid by Medicare and Medicaid prograffis.

31 In Germany, the LTC insuraads an independent social insurance. Employer must pay 0.975%

of the salary as contribution, so does the employee. The contributions are deposited in a specific
bank for running medical insurance funds, and medical insurance agencies are responsible for t
administrative and financial aspects. When claiming for benefits, applicant must wait for several
months of verification for getting approval. The benefit can only be delivered when it is verified
that the applicant really needs care. Eligibility chexkntrusted to agencies of medical insurance.
Doctors, nurses and LTC workers are responsible for the checking. This system covers not only old
people. Everyone who is verified as needing care can get the services, no matter how old he or she
is.3” Today, in Germany LTC service are mainly provided by private social service agency, the
provision includes irfhome and institutional services.

36 ¥XK ! Ao+ b1 ™ e f201110 1
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32 The Japanese elderly care insurance has the following characteristics: 1) the insurance covers
only old people, whic means other members of the society cannot receive service from the
program even if they need them; 2) The funding comes from insurance and welfare, which means
that half of the expenditure is covered by public finance, while the other half is coverelitiojed
insurance premium, which citizen contributes from the year of 40; 3) Insurance can directly pay for
the service that citizen needs and service recipient can choose to pay for it, in which case the
payment is only 50% of the full amount; 4)The LE€rvice is mainly provided by NPO, a private
agency, and the service includes home and institutional services.

It should be recalled that one of the reasons why Japan adopted an insweHiae model is that

the government wanted to see the effechefriew policy immediately after its introduction. In the
German case, the program is based on a social insurance, so the collection of contribution started
about half year before the official launch of the program. In the legislative phase of the Japanese
program, the Japanese parliament observedotifate really receiving service, there is no hope to
collect premium from the people practice, the collection of premium started half year after the
official launch of the program, and the services prayibefore this moment were paid by the
welfare systeni®

Actually, the most important aspect of the Japanese case is that this country studied the experiences
of other countries for 10 years before introc
In's ur an c eWhensdavglgping tlie new system, Japan can conduct case study on other
countries, and then establish an elderly care insurance that fits into Japanese context on the basis
of advantages of ® he foreign programs. 0

3.5. Theoretical reason of. TC system

33 Different countries adopt different models of LTC as a consequence of their different socio
economic developments and historical and cultural traditions. Among all the factors, there are two
that can be viewed as the catalyst agents that@mothe institution of LTC services and insurance.

The first is the change in social structure: fertility rates below replacement level plus population
aging negatively affect the demographic structure of the population. The second is a social system
problem: commercialization of medical services and fragility of medical insurance require a new
system. Therefore, for establishing LTC insurance system, it is necessary to research these two
factors. For China, it is important to emphasize the independénice bTC system, to learn from
experience of developed countries and to find theoretical reasons to support a LTC system fitting
into Chinese context.

34 One of the reasons is that LTC services and insurance are needed for solving the problem of
medicalservice and medical insurance connected to population aging. As mentioned above, in the
modern society, medical services are usually considered professional arttirbgjitolded. The

costs of any service related to medicine can increase. This makes #ssilaiity of medical
services a problem. Therefore, in many countries, LTC has been moved to social service to reduce
the economic and opportunity cost. To China, this is very important.
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For solving the negative problem resulted from accelerated agihgedieving the pressure on
medical insurance, the LTC insurance is necessary but it must be separated from medical insurance.
In China the LTC insurance should be an independent social insurance program.

35 The second thing to emphasize is that the Lsi/§tem should cover both daily life needs and
rehabilitation. If LTC is only viewed as health care, or only clinical care, it would not comply with
its original pur pose. WHO says that ol d peop
physical, metal and/or cognitive abiliti€S. This means that LTC needs do not come only from
diseases, but also from the reduction of psychological, social and functional abilities. At the same
time to view LTC only as care for daily life, it is also not correct. Adow to WHO statistics, in
developed countries, more than 60% of people over 60 are healthy, while in China the proportion is
only 43%%! Therefore, LTC system must covers health care.

In the LTC system, life care and health care should be balancedyrbetimes the former should
receive more attention. The most typical case in China is that life care and rehabilitation are not
covered by the Chinese medical insurance system. Chinese hospitals usually assign the task of life
care to the family members tife patient. When family members are not available, a care worker is
employed, and the costs are covered by the patient or his/her family. At the same time,
rehabilitation is excluded from medical services. Medical insurance does not pay for this jart. He
she who needs this service should pay for it. The LTC system should provide life care and
rehabilitation to elderly people, to demonstr

36 The third thing to emphasize is that LTC system should start from covering disablezbpld.p

What disabled old people need the most includes life care, LTC, mental care. They should be the
major recipients of oldige service institutions. In many developed countries, care for disabled old
people has been researched as an important publoy,pand the care has been realized through
technology, policy, institutions and the market. In the first decade of theetury, economically
developzed countries have established LTC services and LTC insurance for the needs of old
people?

In EU andOECD member states, the LTC system covers everybody. In China, in the beginning
stage it is advisable to firstly cover the disabled old people, because the conditions exist to realize
this proposal.

For a social insurance system, predictability is verpartant. Life expectancy of disabled old
people is predictable, and the needs for the final stage of old people are stable and limited. Only
with data regarding these issues is it possible to conduct actuarial calculation for LTC insurance.
The situatond di sabl ed persons before old age i s nc
in this regard. Therefore, taking the easier step first, the coverage of LTC policy should first focus
on disabled old people, and then the coverage can be graduallyeskt&watiously disabled old

people and disabled old people do generally overlap. Therefore, with a policy covering the disabled
old people, over 60% of disabled persons would also be covered.

37 In conclusion, learning from the international experiencesgied above, the LTC system

40 [ . [ Fhttp://www. who.int/publications]/
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should be theoretically based on three points. First, independence: the LTC insurance should be an
independent social insurance program. Second, dual objectives: LTC should cover both life care
and rehabilitation. Third, targaty: the LTC system should initially take as target group the disabled

old people.

Of course, studying other countries experienc
system must be established according to Chinese context.

4/bStatistical Data related to LTC policy
4.1 The LTC policy of Beijing

38 In 2016 Beijing OldAge Association entrusted the Beijing Yide Center to conduct a research in
theme of Establishment of Hree rBaenich was expedtto L T C
cover the background of Beijingbs LTC I nsuran
propensity to get a LTC insurance.

4. 1.1 The Background of the Beijingds LTC Ins

39 Establishing LTC insurance in Beijing involves the tiela between the LTC insurance system
and the aging process and all the problem connected, mainly those related to health insurance and
old-age services.

40 Since the launch of the ¥5YP** Beijing had achieved good results in the field of-atg

issues. In 2015, the average life expectancy of Beijing citizens was of 81.9 years, a value in line
with that of developed countries. However, the acceleration of aging has impacted on the
socioeconomic development of Beijing.

According to the Statistical Commication on the Economic and Social Development of Beijing,

in 2015, among the 21.705 million people living in Beijing, there were 2.4 million people 60+
(15.7%3°. The percentage was 23.4% if computed considering only those with Beijing citizenship
(HukouY*®. These data show that in Beijing the percentage of elderly was 0.8% lower than the
national average, but when computed for residents it was 6.9 percentage points higher than the
national level.

The old people 80+ were 562,000 that represented 17.8%6s¢ 60+ and 2.6% of Beijing citizens.
During the 13 FYP, the population 60+ increased from 2.35 million in 2010 to 3.134 in 2015
(+784,000 equal to an increase of 33.4%). In the same period those 80+ increased by 211,000
(60.1%}’. Thereforethose age®0+ increased about two times faster than those 60+.

43 [ " DL 2 B r
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It should be noticed that in 2015 among the Beijing-aui@ residents, 94% were people with
Beijing citizenship. The difference between the number ofaglel residents and that of edge
citizens is nainly influenced by the population of those ageeb®5years. During the YFYP, the
growth rate of Beijing residents was equal to 10.7%, while that of the citizens was 6.6%, in spite of
the fact that the municipality made great effort to limit migravitech reduced the increase of-15

59 people. For these, the aging in Beijing will accelerate again.

We should now pay attention to medical insurance andgédservices.

41The coverage of Beijingds medical (the Basic an c e
Medical Insurance for Urban Employees, the Basic Insurance for Urban Residents and the New
Type Cooperative Medical Insurance for Rural Area) covers over 97% of the population. In 2015,
old-age participants in the BMI for Urban Employees we®92 million; those in the BMI for

Urban Residents 198,000; and-@lge participants in the NeWype Cooperative Medical Insurance

for Rural Area were 616,000. The first group accounted for 77%, while the latter two groups
accounted for 2398. The increasef medical expenditure in Beijing was high: in 2011 it was
97.726 billion RMB, but it 2014 it reached 159.464 bill8nwith a growth of 63.2% during the
yearperiod, 17.3 percentage point more than the nationaffevel

Therefore pressure on the medidasurance fund of Beijing is heavy. There are three reasons for
this: 1) the benefits of the three medical insurance programs are the highest in China; 2) a special
policy for individual account (money in the individual account of medical insuranceecspet by

the owner at any time) had been adopted, making the accumulation of fund not large enough; and 3)
the BMI for Urban Employees is funded by contributions of employer and employee (employer
contributes 9% of total salary of all the employees, evbihployee contributes 2% of the salary of

the previous month).

Therefore, the Beijing medical insurance funds are weak. They have reported deficits. This
happened in 2012, when the BMI for Urban Employees run a deficit, and in 2013, when the other
two programs registered a defiéit The second fact is that the accumulated balance of the medical
insurance funds is very low. In 2015, the revenue of the basic medical insurance fund was equal to
78.9 billion RMB, while the expenditure was equal to 71.8d0iIRMB, which implies a negative

the balance of 6.7 billion RMB, and the accumulated balance 29.4 billior®RNIge regulation of

the Ministry of Human Resources and Social Security takes the accumulated balance as key
indicator of risk. The accumulatédlance should not match or exceed the average expenditure of 6
or 9 months on benefits. Taking 6 months for
basic medical insurance fund should be 36 billion RMB. This means that the current deficit of the
fund is 6.57 billion RMB.
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These data tell us that to solve the problem due to accelerated aging and relieving the pressure on
the medical insurance, it is necessary to establish a social insurance system independent from the
medical insurance programs.

42 During the 19 FYP, the number of oldge service agencies in Beijing changed little. From
2011 to 2014 it is increased by 9 (+2.2%). However, the growth of the numberajekkrvice

beds is significant. From 2011 to 2014, there had been 39,63hed=s\(+56.8%), with an average
annual growth of 18.9%. Especially from 2012 to 2014, the increase was 33,207 beds, an increase
of 43.6%, and the average annual growth was 21.8%. Among them, the number of beds in
governmentun institutions had increaseq 12,979, with an growth rate of 43.8%; and those in
nongovernment institutions had increased by 20,228, with an growth rate of 43.5%. One can see
that in the past two years the three increases had been almost synchronous.

However, studies have shown tloatly 40% of beds in oldge service institutions are occupied,
which is not an ideal situatiéf) According to media, in 2015, the Beijing government old-age
service institutions had 28,504 beds, and 12,488 elderly people living there; thus the occaigan
was 43.8%.

Researchers had also investigated 362aglel service institutions in Beijing, and they concluded
that: the median rate of occupied beds in governmenbldage service institutions was 52.1%,

and that of private oldge service ingdtitions was 51.0% and concluded that: "There is no
statistically significant difference in bed usage between public and privatageldservice
institutions"™* Thus, one can see that in recent years the supply side-afjeldervices in Beijing

has beern a vicious circle: on the one hand, official report claims that thag#dservice beds are

still insufficient; one the other hand, the number of beds has increased during the 12th FYP, but half
of them remain unoccupied.

Some studies showed that 2f3B®ijing elderly population lived in the six urban districts, but only
1/3 of governmentun oldage service beds were in these districts; at the same time 1/3 of the
elderly population lived in the suburbs, but 2/3 of governmentoldage service bedwaere in

these districts, resulting in a large number of useless®peds.

Data released by the Beijing Municipal Bureau of Statistics show that the average monthly fee of
old-age service institutions in the six urban districts was 3,300 RMB and therefohe mgher

than that of suburban beds which was equal to 1,800 RMB. It also showed that the govarnment
old-age service institutions charged an average fee of 2,200 RMB per month, while the private ones
charged on the 2,700 RMB per motittHowever, in theyear that the survey was conducted (2013),
Beijingds pension insurance for wurban employe
result, 43.5% of the respondents thought that the cost efigadservice institution was hitfh
Therefore, lack of effctive demand had become a bottleneck for further development-afjeld
service.
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43 To sum up, the process of aging in Beijing is irreversible. The number of elderly citizens of
Beijing, especially the very old people, who are the main objective of ppblicy, is growing

faster and faster. This trend has increased the burden of health insurance apel s#dvices and
therefore a reform is needed, which means the establishment of LTC systems, including the
establishment and improvement of funding systeand service systems related to LTC for the
disabled elderly. Appropriate arrangement is expected. The policy objectives are: reducing the
stress on medical insurance and balancing the supply and demand sidesgef sddvices.

4.1.2 LTC Demand of OldPeople in Beijing

44 Data obtained from the 2015 Sampling Survey on Livelihood of Beijing Urban Old People
(Hereinafter referred to as the 2015 Survey) and the 2016 Survey on LTC Needs of Beijing Old
People (hereinafter referred to as the 2016 Surveyy ati@nalyse LTOnheeds and intention of the
elderly. Background information and relevant data are used to make comparison and necessary
suppl ement . This can be viewed as an indicat
Beijing's LTC insuranceystem.

The statistical analysis is divided into two parts: 1) the basic living conditions and health status of
the respondents; 2) analysis on the responden

45 The 2015 survey showed that 9.4% of the respondents lived aloihe astording to the 2016
survey the majority of the households (61.9%) werednlel family, multi-child family accounted
for 37.3% and family without children accounted for 0.8%.

In the 2016 survey to the question "Are you willing to live with yourdsieth for a long time?", the
Yes accounted for 41.4%, the No for 24.6% and It depends for 21.6%. When asked "Do you think
your child demonstrates filial piety to you?", the large majority (84.8%) answered "yes".

Therefore although a considerable numberre§pondents expressed willingness to live with their
children, and felt that their children had filial piety, it was evident in Beijing the family
miniaturization coexisted with population aging.

46 According to the 2015 survey the average income of thporalents was 2,435 RMB; while
according to the 2016 survey it was 3,266 RMB. The difference is explained by the difference in the
age structure of the respondents. In 2015 survey, the youngest respondent was 60 years old, while in
2016 survey the youngestas 50 years old.

In the 2016 survey, there was a multipleice question concerning the main source of income for

the elderly: 87.3% of the respondents answered that their main source of income was their pension,
22.0% chose wage income and 10.3% dagit income came from their children. Those who relied

on social assistance accounted for 10.3% and those who relied on relatives and friends accounted
for 0.4 %.

In the 2015 survey, the average income of the surveyed households was 7,450 RMB, and the
avelge total expenditure 4,750 RMB (64.0% of income). In the 2016 survey the situation was
similar, the average income of the surveyed households being 6,708 RMB and their average total
expenditure 4,552 RMB (67.9% of income).
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The 2015 survey made a detaikaalysis on the daily expenses of the respondents: 1,366 RMB is
spent on daily life, of which 678RMB is spent on food, accounting for 50.0%, while 350 RMB is
spent on medical costs, accounting for 26.0%. The expenditure on home services and care was on
the average 22 RMB, accounting for only 1.6%.

In terms of evaluation on their family economy, in the 2015 survey 89.4% of the respondents
answered"relatively welloff* and "generally enough". In the 2016 survey, 91.0% of the
respondents answered "BetterMdderate” and "Moderate but Not Good". The respondents'
personal income was on the average about-3500 RMB per month, and their household income
was about 6000000RMB per month. Therefore, most of the respondents considered the family
economic situatin "moderate”.

47 The health of the respondents was not very good. Only a little more than 10% considered
themselves healthy. Nearly half of the respondents were suffering from various chronic diseases,
the most common being hypertension. About 383% wee suffering from bone and joint disease

and cardiovascular argrebralvascular diseases; more than 20% from cataract and diabetes; more
than 10% from respiratory and digestive diseases. As a result, 17.1% of the respondents of the 2015
survey had been Bpitalized in 2014, and nearly 20% of the respondents of 2016 survey had been
hospitalized in 2015; 13.1% once; 4.17% twice; 2.18% for three or more times.

The 2015 survey shows that 14.6% of the respondents had been ill during the two weeks before the
suvey: 75.8% had gone to see a doctor, 20.3% had chosedresdthient, and 3.9% had ignored the
disease. Among those whihoseto see a doctor, 77.2% thought the main problem was the long
time for queuing; 41.5% cumbersome procedures, and 33.7% that teevens too high. Among

those who chose sdifeatment, over 80% bought medicine by themselves.

The above data show that the health of the elderly is not too good and the elderly encountered more
difficulties in getting medical services.

48 Fortunately, rost of the respondents were covered by medical insurance. In the 2015 survey,
99.7% and in the 2016 97.2%. However, part of the medical expenses had to be paid by patients.
The 2016 survey shows that 88.7% of the respondents payed medical expenses dlyebeansi

the average payment was 4,457 RMB. The 2015 survey show that the medical expenses of 41.5% of
the respondents were 53000 RMB, and of 0.9% 20,000 RMB. In the 2016 survey asked about

the burden of medical expenses. 24.6% of the respondentsradsthiat there had been a certain
degree of burden, and 20.2% answered that the burden had been heavy and 6.2% answered that the
burden had been unbearable.

Although the coverage of medical insurance in Beijing has reached more than 90%, the medical
experses and the seffaid part of the cost were still high. The average burden is equivalent to one
and a half months of income. As a result, nearly half of the respondents still felt that the cost of
medical care had been a serious burden.

49 In the 2016 sumy, there was a multiplehoice question about what were the issues that the
respondents worried the most in their personal lives. "Being sick" was selected by 74.6% and "no
money" by 50.4%; and "no one to give care when autonomy is lost", 46.6%.

Inthe2@ 5 survey, there was a question about A wh
that is in need of care and 15.4% of the respondents answered "yes". In the 2016 survey there was a
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guestion about Awhet her i n ya was unhldend thkg care bofe r e
him- o r herself i n the past three mont hso,; 7. 9 ¢
between the two surveys might be the time setting in the 2016 survey.

About 3.08.0% of the respondents thought that they needed d4ert@ces; more specifically 8.0%
needed "psychological comfort” and 8.0% "care for chronic disease”. Only 3.0% of them needed
"long-term care due to lying on bed". However, fewer respondents had received services, while
most had received livelihood car@mong those in need, 52.0% had received some services.
Among those in need of "loAgrm care due to lying on bed", only 7.0% got some services.

These statistical results further illustrate the widespread concern in an aging society: sickness,
poverty andack of caregiver. Today, these problems are already present in the Chinese society.

50 Family members, i.e. the spouse and children, are still those that mainly provide LTC. In the
2015 survey, 75.7% of the respondents were supported by their famities; thie 2016 survey the
percentage was as high as 91.5%. Interestingly, the gap between the two surveys (16.2%) was
basically filled by domestic services (15.9%). In the 2016 survey, family members were preferred
by 76.0% of the respondents as giversoofjiterm care.

To the multichoice question: "What are the troubles brought about by the care of old people
without autonomy?", 60. 3% of the respondents
chose "sudden economically bad situation"; and 55c8%se "heavy mental stress". These three
problems involving about 60% of the respondents concerns respectively labour costs, economic
costs and spiritual costs.

The previous data show that LTC is now mainly borne by the family, but that family care brings
great difficulties to family members.

51 In the 2015 survey, respondents were asked to choose whether they wanted to receive LTC
services at home, in communities or institutions. The vast majority (60.8%) chose home, 8.8% and
5.8%. institutional serviceand community services respective
The 2016 survey contained three separate questions concerning the same three options. To the home
option the yes were 56.4%; to the community services option 50.0%, and to the optiotonatitu
services 55.6%.

The previous data show that if not asked to choose one of the three options, respondents didn't show
a strong preference for one; the yes were around 50% for all three opiioreover, many
respondents had no clear idea what to ohs e : t he fl donot Know answ
institutions were respectively 29.8%, 17.3% and 23.8%.

In the 2016 survey, when asked about the reason for not choosing institutional services, 71.2% of
the respondents ans weyhemk" ahd 44.200"thé dost of edd)etsentice | e a
institution is too high. To the question "what is the main reason for not accepting home care”, 60.0%
answered "l worry that the price might be too high" and 34.3% "I worry about security".

In the 2016 surveythe respondents who were willing to receive institutional services were asked

"what are your criteria for selecting a ser)\
services"; 72.9%it he pri ce" ; 50. 4% "t he di sndd00%etheof t
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facilities for oldage services". This shows that respondents mainly cared about the quality and price,
while facilities and equipment ranked last.

When asked how much they could afford if the payment for LTC services was not paid by the
govanment and society, more than 50% of the respondents chose from 1,000 to 2,999 RMB. This
might be related to the fact that the income of respondents was on average about 3,000 RMB per
month.

Therefore,although home service is still preferred, more andenpmople are becoming aware of
institutional services and can accept it, and more than half of the respondents were willing to pay an
amount not so low for the services. People are getting more and more realistic.

52 When asked a multhoice question abouhe source of payment of LTC fees, 77.4% chose
"government”, 32.9% ones el fid,hel @ mp%oyeirtch,e amad o3 .suPp por
therefore that the majority of this generation has the traditional opinion that the government should
pay for LTC However, there are many elderly people willing to bear the burden themselves. For
what relates to employer and children, the expectations were already not as high as in the past.

The following question was in which way the government should provideciadasupport: 40.3%
of the respondents chose social allowance, 37.7% social insurance, and 22.0% social assistance. The
proportion of those choosing social benefits and social insurance was similar.

The previous data show that the government was stikllam@xpected to finance LTC. However,
about 40% of respondents chose social insurance as the source of financing.

53 When asked if they were willing to pay social insurance premiums, 42.9% of them answered
with "yes"; 29.4% of them answers "no"; and 27.8% t hem answered withir
there were really many people willing to pay for the social insurance.

For the question about what should be the specific standard of contribution. Among those who are
willing to pay, 43.0% choséd 300 RMBI cawvnod aned 43. 0% chose 901
showing a clear division. Those not willing to pay the contribution were asked about what is the
reason, and 69.6% of them answered that it was "economically unbearable".

The data above tell us that those willingoy the contribution to social insurance were about 40%,
which is not a small proportion. However, they had great disagreement on the amount of
contribution: about 40% supported300RMB, while about 40% supported <900 RMB.

54 The last two questions weeebout respondentés attitude towa
asked: "are you willing to participate in LTC insurance provided by commercial agency”, 30.4% of

the respondents answered withy e s 0 ; 38. 1% answered with Anoo,;
clear". Compared to social insurance, commercial insurance was less supported. For the reasons
why they dondét want to participate in commer

willing to was "economically unaffordable”, and 46.4% of them said tHeynot trust commercial
insurance".

The data above show that the acceptance of commercial insurance was lower than that of social

insurance, whose supporters are by 10% higher than supporters of the former, and economic
affordability and trust on commeat agency are the major reason.
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55 In summary, in terms of health and medical insurance, Beijing's policy is leading in the China.
However, in terms of needs and willingness of old people, there are still many deficiencies. The
aspects in need of improvemt are the accessibility of medical services, the equality of medical
insurance, and the affordability of medical expenses. The establishment ¢#élongare system
cannot only rely on the fragile health insurance fund. Instead, it is in need oftimsétunnovation

to achieve the desired goal.

The LTC needs of old people in Beijing, who cannot take care of themselves, are prominently
obvious, but old people still tend to solve the problem within the family. Most of them accept
institutional servicesHowever, most of them have no conception of community services. Elderly
people are very sensitive to the price of services, and most people hope that the government can
provide subsidies. Toward LTC insurance, a considerable part of elderly peoplepbagie

attitude, but they are cautious of the contribution. The elderly are not optimistic about the
commercial insurance because of economic affordability and credibility of the insurance company.

4.2 How many "disabled old people" are there in China

56 In 2016, the China Medical Insurance Research Institatemissioned tdahe Beijing Yide
Center an Investigati on o°fandomé ofitbestasks @ds tb edirmatep | e
the percentage of disabled old people.

After a crossanalysis of 2,87 respondents aged 60 and over, two results were obtained: the first
was that the proportion of disabled old people calculated on the basis of all the 14 indicators of the
Lawton-Brody index; the second was the proportion of disabled old people calcatatee basis

of all the 6 indicators of the Katz scale.

421Resul ts of Beijing Yide Centreds research

57 (BADL) The LawtonBrody index consists of two sections, includingiddicators.In the first

section there are the 6 basic activities of dailynliv(BADL): bathing, dressing, toileting, eating,

going to bed and moving about in room (not-dabr). The second section contains the 8
instrumental activities of daily living (IADL): food preparation, laundriipusekeeping
responsibility for own medicains, shopping, ability to use phone, and ability to handle money.
These indicators was used to assess the ADL of 2,767 people aged 60+. If he or she needs help for
one or more of the items/indicators, it is viewed as disabled.

The result shows that 0.766 the respondents need help for all the 14 items; 0.2% for 13 items; 0.2%
for 12 items; 0.1% for 11 items; 0.3% for 10 items; 0.4% for 9 items; 0.2% for 8 items; 0.4% for 7
items; 0.6% for 6 items; 0.8% for 5 items; 0.9% for 4 items; 1.5% for 3 itents; fb192 items; and

2.9% for 1 item.

Therefore 11% of the 2,767 respondents are the "disabled elderly”". The reduced functions include
losses of physical and instrumental activities.

59 The 6 indicators of Katz scale, toileting, feeding, dressing, moviagdnout of bed, moving in
room and bathing, are also used for questionnaires to 2767 people aged 60+. If he or she needs help
for one or more of the items/indicators, it is viewed as disabled.

58 [ T 2 B ¢ r
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The result shows that 0.76% of the respondents need help tbe & items; 0.36% of them need
help for 5 items; 0.33% of them need help for 4 items; 0.22% of them need help for 3 items; 1.81%
of them need help for 2 items; and 0.36% of them need help for 1 item.

Summing thenumbers,we know that: about 3.79% of ti#/67 respondents are the "physically
disabled elderly”, including those with partially and fully functional reduction.

Using general method, those who need help for 2 items of the 6 BADL (toileting, feeding, dressing,
moving in and out of bed, moving nmom and bathing) are viewed as fully disabled. Thus about
2.00% of the respondents belong to this group.

60 Thinking from another perspective, disable to bath and walk in room is not the worst situation in
respect with laying on bed witiiness. For old people in some part of China, bathing is not the
daily need when it is not hot. Disability to walk in room can be solved by using crutch or
wheelchair. Therefore, the rest 4 indicators, feeding, dressing, toileting and moving in and out of
bed, can be uskto construct a new ADL assessment. If so, the result is as follows:

0.76% of them need help for 4 items; 0.40% of them need help for 3 items; 0.36% of them need
help for 2 items; and 0.54% of them need help for 1 item.

Summing up the numbers we know tthabout 2.69% of the 2767 respondents are fully disabled,
who loss at least one ability of the four.

61 In another study on the "Beijing LCT Insurance System, also conducted by Beijing Yide Center

in 2016, which is statistical analysis on the basidiodt 2015 Survey on Beiji.
Old People, the result shows that 4.78% of old people in Beijing are physically disabled, including
2.48% of full function reduction and 2.30% of partial function reduction. The results of the survey
and the angkis are similar.

4.2.2Comparison with other similar researches

62 In recent years, there have been many research reports on disabled old people, and a consensu:
on the scale of this group is emergifdwus, we can compare the previous results with thoflse
similar research.

I n the articleiHow Many Disabled Ol d People .
and Wei Meng have uséldree sets of data from the China Urban and Rural Old People Survey, the
China Old People Longevitinfluencing Factor 8rvey, the China Health and Ghbe Survey, the

Second National Sampling Survey on People with Disability, the Fourth National Survey on Health
Service and the Sixth National Population Census, after -sautice comparison. These surveys
provide us with dta related to the scale and proportion of disabled old people. The result is that
10.5%13.3% of Chinese old people, living in urban and rural areas, are disabled.

Feng Hui, from the Nursing College at Central South University, and her research teabuiitav

the " Index System for Screening and Evaluating Elderly Ability" on the basis on the hierarchical
theory of functional integration proposed by Reuben. With this system the team has conducted a
census of 60+ people of the Chenzhou City. The resadt tvat 14.3% of the 60+ people were

59 1 (D' . L KT, . T[. s [ 2015 37
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disabled (the confidence interval was 1287%). The research also shows that 3.8%, of the 60+
people in Chenzhou are middkvel disabled, with the confidence interval as 34086%.60 The
concept of "middldevel dsability" can be used in a sense similar to the abogationed
"physiological disability".

The research of Zhang Wenjuan, Wei Meng and Feng Hui are rigorous and highly credible, and
their conclusion on the overall size of the functionally disabled ag@lpeare similar tohe findings
mentioned above.

4.3 Investigation on LCT Needs of Chinese Old People

63 Beside what described above, in the Investigation on Chinese Old Peoples LCT Needs
conducted by the Yide Center, there are also the following 10.items

4.3.1. Family support is not compatible with the changing family structure

64 The survey found that, in terms of family structure and living pattern, the family miniaturization
has become a prominent feature of Chinese societfacinamong the peoplé0+, 49.4% were
living in families without children or with only child, while 47.9% were living in singkrson,
two-person and threperson families. This situation may be explained by the fact that 24.42% of
the elderly were widowed, divorced and unreatr

The survey shows that 50% of the elderly wanted to continue to stay with their children, but 31.9%
of them clearly refused to do so. Interestingly, in terms of giving help to children in their lives, 47.2%
of the elderly prefer "doing nothing". To tlygiestion whether they receive support from children,
which is a traditional way, 90.48% of the elderly gave negative answer. 13.4% of the elderly lived

in their original provinces. 65% of children visited their parer8tnes a year, while 10.87% of

the children even didndét visit their parents o
family relations have undergone such a huge change, 86% of the elderly still believed that their
children loved them and showed traditional filial piety. Thisans that family support to the
elderly is not the decisive criteria for evaluating children.

The survey also shows 42.9% of the elderly believed that family important matter should be
discussed by all the family members, while nearly 37.6% of the gldeisted to take decision
themselves. The difference might be related to whether the elderly were living with their children.

Previous data show that labour force migration, miniaturization of family, and changing conception
of family and oldage supporare making the traditional way of family support to the elderly more
and more unrealistic.

4.3.2 Personal and Family Incomes of the Elderly are Middle or Low

65 Among the elderly respondents, 54.6% are retirees of governmental organs, institutions and
stateown enterprises, 21.8% are from Aoumblic enterprises and 23.6% jobless.

For 83.1% of the elderly, the main income source is pension; 10.3% receive funding from their
children. For them, the average personal income is 2,567 RMB, and the medi@® iREIB. The

i p ’ °r
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average per capita income of household is 1,648 RMB, and the median is 1,500 RMB; the average
per capita expenditure of household is 1,004 RMB, and the median is 1,000 TR&lBfore the

ratio of average household expenditure to the averaggehold income was 60.9%, and the ratio

of median household expenditure to the median household income was 66.7%.

As for the economic situation of their family, 57.3% of the elderly believed thatfémeilry income

and expenditure were balanced; 23.1% thay were relatively rich and had some surplus; 16.2%
that the family income was insufficient. At the same time, 29.9% believed that their families
belonged to middiow class, 52.1% that their families belonged to the middle class; 8.9% that
their famlies belonged to middiaigh class. Only 0.80% believed that their families were rich and
8.3 % that their families were poor. Therefore, 38.9% of the elderly were worried about money for
their future life.

Because most elderly alew-income,and their puchasing power is limited, their clage service
demand is only potential, not effective.

4.3.3. The elderly feel that the financial burden from medical services is heavy.

66 The survey shows that the physical condition of the elderly is worrying: 99f4%eo
interviewed were suffering from chronic diseases. The top five were: hypertension, 36.6%;
cardiovascular and cerebrovascular diseases 23.7%; bone and joint diseases, 22.5%; diabetes,
12.8%; and cataract, 10.4%. Besides, 28.6% had been hospitalihedprevious year.

Fortunately, the coverage of the medical insurance system is large: 96.7% of the elderly are insured.
Among them, the majority (44.3%,) participated in the medical insurance for urban employees,
while 46.3% participated in the medicalsurance for urban and rural residents; 7.9% were still
enjoying publiefunded medical treatment. Only 2.1% had purchased a commercial insurance.

However, in the previous year, 81.5% of the elderly had paid for medicine (including the ticket to
be paid acording to the regulation of medical insurance). The average amount was 4,438 RMB,
and the median value 2,000 RMB. For 38.8% of the elderly the cost was between 500 and 3000
RMB; for 25.3% of them it was 3,060,000 RMB, and for 7.1% them it was 10,000 arate.

As a result, 76.1% of the elderly thought that their medical expenses represented a heavy burden,
23.4% that it had been a certain burden, and 25.9% that it had been affordable. 21.24% of the
elderly thought that it had been heavy burden and 5.66%mwem believed that it had been
unbearable. Therefore, for the future life, 70.9% of the elderly were worried about getting "disease".

Although the coverage of medical insurance is considerably large, the level of protection is not high.
Thereforethe stare of medical expenses supported by the elderly is felt as a heavy burden.

4.3.4 LTC of elderly people who are impaired
67 59.1% of the elderly were cared at home mainly by the spouse; 38.5% took care of themselves;
and 34.2% were cared by their childrémaddition, 48.9% wanted to be cared by their children at

home, while 41.6% hoped to be cared by the spouse.

According to 60.1% of the elderly the greatest impact of LTC on the family is represented by the
economic cost. In addition, 49.7% were concerwétl labor costs, and 47.7 with spiritual costs.
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Those who cared about the impact on lifestyle accounted for 30.5%, and those who cared about the
impact on work accounted for 14.6%. It is for this reason that 29.1% of the elderly were worried
about absereof care when they get disabled.

There were two options in the questionnaire. Orielis n e e d L Tr€ceieed servites,h aavred
another is il need the LTC but I dondt recei\
received care for dailyMing; 1.99% had received psychological consolation; 1.94% had received
care for chronic diseases; 1.65% had received rehabilitation service; only 0.83% had received long
tern care for illness and lying on bed. For the second options, 18.48% said thegl naes for

|l iving but they didnét receive the care. Il n c
on bed but they didndét receive the care. 10.5
it; 11.50% needed care for chronicdseas but di dnét receive 1it; al

service but di dnot receive it.

Today, most elderly still rely on spouse or children for care. As mentioned above, the family in the
modern society is changing. Therefore, this way of-gareg might be more and more unrealistic.

4.3.5 The elderlyrecognizesthe value of socialized LTC.

68 The survey showed that 52.5% of the elderly intended to go to care institutions when they would
have difficulty in takingtcamdg eonfd tlmemgoel wehs
considered going to the care institutions. Among those willing to go, 69.7% expressed concern
about the quality of the services, 65% cared about the price, 31.3% about the distance of the
institutions, and 30.1% abouttheaci | i ti es. Among those who di dt
di dndédt want to | eave their homes, 33.6% wer e
afraid that their family would be faced with social criticisms and 13.1% were afraick diaith
reputation of the institutions, and 13.8% did

The majority of the elderly (52.9%) wanted to receive care at home if they got disabled, about 24.6%
didndot want, and 22.5% hadrndtt hosres iwher ed dinldit s
care at home were worried about the price, which might be higher than expected, 23.5% worried
about the quality of services and 22 % were worried about security. Finally, 19.8% worried that
their children might not accefite home care.

According to the result of the survey, the majority of the elderly (50.4%) wanted to go tcalaly
centres 25. 1% didndét want to go, while 24.5% sai

In conclusion, the elderly didn't show a strgmgference to any of the three alternatives: home
care, community care and institutional care. Around 50% of the elderly had the intention to choose
every of the options for the question, while about 25% of them had no that intention.

4.3.6 The elderlyacceptsto pay for long-term care services.

69 The survey shows that 45.7% of the elderly would accept to pay the cost of LTC service, while
54. 3% woul dnoét. The average payment those wil
median payment 1,500NRB. More specifically, 14.3% would accept to pay between 2,001 and
3,000 RMB; 36.8% would accept between 1,001 and 2,000 RMB, 29.1% between 501 and 1,000
RMB, and 13.1% would accept to pay up to 500 RMB. Those who would accept to pay 3,000 RMB
and more acaunted for only 6.8%.
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Between those who were not willing to pay those that thought that the government should take the
responsibility accounted for 75%, 41.1% thought they should take the responsibility themselves,
while 20.1% believed that the legally jpasupporter should take the responsibility. Finally those
who expected the employer to take the responsibility were the smallest group accounting for 9.9%.

As for the way the government should adopt to pay, 28.5% chose social assistance, 32.3% social
welfare, and 39.3% social insurance.

Generally speaking, major part of the elderly could accept paying for the LTC costs, but they
expected the government to take the responsibility of the payment.

4.3.7 The elderlyacceptsto contribute to LTC insurance.

70 The study shows that 44.4% of the elderly were willing to participate in and pay for the LTC
soci al i nsurance, while 35.7% were unwilling

For those willing to participate in the LTC insurance plan, the average premium theyacoejd

was 864 RMB, and the median premium 500 RMB. To be concrete, 41.7% of them could accept a
contribution up to 300 RMB, 16.7% between 30, 23.4% between 901 and 1500 RMB, and
17.6% 1500 RMB and more. Generally, those who could ace8p0(RMB aml those who could
accept 901RMB and more were at the two extremities, both accounting for more than 25%.

Among those who didnét want to participate in
26.2% still relied on children; and 29.4% were noaeof relevant policies.

Finally, 31.7% said they would choose LTC a commercial insurance, 48.8% they would not choose
such solution and 19.5% didndot know.

Among those who wouldndét choose the LTC comme
incommerciai nsur ance companies, 42.1% that they <co
had children to support them, and 5.9% that they had saving for their later life.

4.3.8 Disability Older people account for 11% of the total but must be subdigted

71 As mentioned earlier, all surveys and analyses show that the disabled elderly account for about
11% of the elderly populatioMoreover,according to the degree of disability, the elderly can be
divided into two categories: physically disabled aadially disabled. The first group accounts for
about 5% and the second for about 6%inally, among the physically disabled elderly, we can
distinguish two sultategories: partially disabled, accounting for about 2.5% and fully disabled,
also accountingdr about 2.5%.

As mentioned earlier, these data are supported by many other similar studies condGttieeh in
andcorresponds also to Japan and Taisi&mation.

4.3.9 The features of disabled old people and their families are different from the feates of
the whole elderly population.

72 Now, the group of disabled old people are separated for analysis. In terms of gender, 34.2% of
the disabled elderly were male, while 65.79% were female. The comparison was 1:2. In terms of
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age, those aged &® accouted for 17.11%; those aged-70 accounted for 30.26%; and those
aged 80 and over accounted for 52.63%.

In terms of the family structure of the disabled elderly, 76.97% of their families had several children;
18.42% of them had only one child; and 4.61#4h@m had no child. Meanwhile, 60.86% of the
disabled elderly were living in singfgerson, tweperson and threperson families; and 39.14%
were living in fourperson families.

Among the disabled elderly, 49.34% were participants of the Medical InguramcUrban
Employees; 42.11% of them were participants the Medical Insurance for Urban and Rural
Employees; and 4.93% were not participants of any insurance scheme. In termsetffgagpart

of medical expenses, 15.32% of the disabled elderly hadOgadRMB; 36.94% had paid 501
3000RMB; 32.43% had paid 30dD,000RMB; and 15.32% had paid 10,001 RMB and more.

The average number of personal income of the disabled elderly was 2638 RMB, and the median
value of it was 2700RMB. The average number ofgbiépay for medical costs was 9079 RMB,
accounting for 17.05% of their annual income; and the median value sél#fpaywas 3000 RMB,
accounting for 12.5% of the annual income.

To sum up, the personal and family features of the disabled elderlyff@rerti from those of the
whole elderly population. The differences of demographic and social features were even larger. The
reason for this is that the age of the disabled elderly was relatively higher.

4.3.10 The willingness of disabled elderly to partipate in LTC insurance scheme is similar to
that s of the whole elderly population.

73 The survey shows that, among the disabled elderly, 43.7% were willing to participate to LTC
insurance scheme, 33.9% were not willing to do that, and 22.4% were arcalotait this issue.

Among those willing t o participate in LTC |
contribution; 17. 0% would accept 3000900RMB;
them would accept 1,500RMB and more.

Among those not willing tgarticipate in the LTC insurance, 48.5% could not afford the economic
costs; 28.2% were expecting their children to take care of them; and 28.2% were not aware of
relevant policies.

Among the disabled elderly, 35.2% were willing to buy LTC commercialramae; 42.1% were
not willing to buy it; and 22.7% were not clear about this issue.

Among those who didnot want t o buy LTC comr
commercial insurance; 43.7% could not afford the economic costs; 19.5% were expediang
cared for by their children; and 3.9% said that they had personal savings.

74 To sum up, in terms of needs and awareness of participation in LTC insurance, over half of the
elderly and the disabled elderly were positive to this issue. What shop&ddoattention to is: what

the researchers could tell the respondents in the survey was only the concept of LTC insurance,
instead of detailed plan or policy arrangement of the scheme; and the answers were given under
such such background. We can imagime response would change if the government had already a
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clear plan for LTC insurance.
5. Current Situation and Problems of éde Services in China
5.1 Achievements of OldAge Service during the 12 Five-Year Plan Period

75 There is no doubt that dag the 12th Fiverear Plan, the assistance of -@lge people registered
a great progress. Four points deserve to be underlined:

5.1.1 The policy support was unprecedented

76 The unprecedented policy support to -Blge services emerges very clearly from iase
inspection of the website of the Ministry of Civil Affaffs which shows that 41 policies and
regulations related to oldge services provision have been issued by the State Council or its
departments during the 12th FYP (see Appendix 1)

These polie@s and regulations present three characteristics:

1 The first is the high frequency of the | eg
regul ations were issued each year: 4 were 1isSs
2 year svetrree i ssued on the average once a month
2 The second is that their coverage i s | rge
the Ministry of Civil Af fairs, t he Office of
and Reform, Cdédmmi sWinamstry of Finance, t he Min
Security, t he National Commi ssion on Health
Ministry of I ndustry and I T the Ministry of
Devpment , t he Mi nistry o f Commer c e, t he St a
Admini stration ®f B&8pkrttheh&€hPaapBank Regul a
|l nsurance Regul atory Commi ssion, thesNaaiiooal
Quality Control, the National Devel opment Ban

3. The third i-sauthani ttyhec oonpteerrati on i s stron
regul ations, 15 were jointly afssuled pgl i2cioers
i ssued by 10 authorities.

5.1.2 Investment from the State and the Society was of Large Scale

77 In 2012, introducing the section on-alde service system of the 12th Fivear Plan, an official
from MOCA sai dt,o fiwev easrte ngoorien gt®hTaus, tHz Gv@rage yehrly i o n
investment should have been equal to 50 billion RMB. As a matter ofdiathg the FYP, 250

billion RMB were not invested by the government, but alsonbggovernmentforces (social

forces.

In 2014, the former Minister of Civil Affairs told journalists that only the Ministry of Civil Affairs
and the Ministry of Finance had utilized the public finance and the income ofjmibliest lottery

61 Ehttp:// www. mca. gov.cny article/zwgk/ fvfg/shflhshsw
2 IfNY1e " nH 0 €k f2500Q1. |1 2% 201210 18
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to invest in developing the olalge service imstructures, which was 25 billion RMB

According to the media, the social investment had been all related to real estate and the major
investors were real estate and insurance companies. By the middle of 2014, there had been 200
billion RMB planned to b invested in oléhge real estate by the insurance compéhiBy the end

of 2014, there had been 80 real estate companies entering thgeotdal estate industry, and the
overall investment had been over 80 billion RMB. Some media also commented ehatath
investment would be less than what had been platmed.

In addition, in 2011 the Ministry of Civil Affairs proposed to utilize 50% of the income from public
interest lottery for investment in olge service®. Recently, the National Development and
Reform Commission, the Ministry of Civil Affairs, and the National Aging Committee had jointly
emphasized that the government should ensure that over 50% of the income from the public interest
lottery is used for okhige servic¥. According to the recentlpublished Report on Utilization of
Income of the Public Interest Lottery, in 2011 258 million were used feagédservice; in 2012

110.3 million; and in 2013, 127.9 milli&h

5.1.3 The number of service agencies and beds grew rapidly

78 During the 12tliFYP, the number of oldge service agencies and beds grew rapidly. According

to the Statistical Report on Development of Social Service, in 2010isthaforethe 12th FYP,

there were 39,904 agencies, and 3.149 million beds and at the end of 201®iRid2®Id people

were living in the agencies. In 2013, the number of agencies had increased to 42,475, and the
number of beds to 4.937 million, while at the end of the same year 3.074 old people were living in
the agencies. (See table 2) Therefore,rtte of growth of olehge service agencies was equal to
6.4%; that of beds to 56.9% and that of old people living in the agencies to 26.7%. According to the
Statistical Report on the National Economy and Social Development, by the National Bureau of
Statigics, in 2014, the number of beds in the agencies had increased to 5.514iHi@6.1%

with respect to 2010.

5.1.4 Consensus on Oldge service system

79 The Chinese government, the enterprises, the social organizations and the academic circle have
reached a consensus on developing anagle service system based on home care, supported by
community care and supplemented by institutional care. This consensus is influenced by the
international experience and fits into the Chinese reality. It is redsomat foresighted, and it can

be viewed as the biggest achievement ofagd service system during the"2YP.
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5.2 The Inadequacy of the Oleage Service Industry during the 12th FYP

80 While recognizing the achievements, we need to be aware ofidiiemnings of the oldge

service during the 2FYP. For example, although the investments from real estate and insurance
companies were large, they were mainly in real estate. Some media labeled 2013 as the Genesis of
Old-Age Real Estate Market, andetl2014 was tagged as the Hot Year of-Bift Real Estaté’

Such media report had misled the government and the market.

In general, there are mainly two results due to the misleading: first, though policies were many,
there wasn't common standard to depethe oldage service; second, though the investment was
large, there was any great result. The reason for these mainly includes three aspects:

5.2.1 Attention has been paid to increasing the number of beds but not to their effective use

81 During the 2" FYP, the increase in the number of -aige services represents an important
indicator to assess government performance. According to the plan, there should be 30 beds for
every 1,000 persons and therefore there should be 6.36 million beds acrossthé'céccording

to the National Bureau of Statistics, as of 2014, 86.7% of the planned beds had been provided.

However, while the number of beds was increasing, their use was decreasing. As mentioned before,
in 2010, the beds were 3.149 billion, whileetold people using the beds were 2.426 million.
Thereforethe rate of utilization was equal to 67%. In 2013, the beds were 4.937 million, and 3.074
old people did use them. The utilization rate had therefore declined to 62.3%. In 2014, the beds
were 5.5 million, and 2.887 old people were using tHérfihus,the utilization rate was down to
52.4%.

5.2.2 Attention has been paid to potential demand, but not to effective demand

82 Investors saw the commercial opportunities brought by the aging populadiaiuang the 1%
FYP,theoldage service industry had been a hot s p
promote their own opinions, using the examples and experience of US, Europe and Japan to mislead
the public. However, a fundamental fact wgsdred: the aging generation is the generation born

after WWII. In capitalist developed countries, this generation is rich, because they it experienced
the golden age of capitalist society, while in China, the same generation experienced the Plan
Economy,which makes them be middle or lamcome class.

We must fully recognize the fact that there are 20 million people retired from enterprises, whose
pension continuously increased for 11 years and as of 2015 was about 2,200 RiéEhighend
old-age servicanstitution or community charge more than 10,000 RMB per month and require
several million RMB as the deposit, which is not affordable to this class. Even the -emnddtdd

age institutions that charge 366000 RMB per month are not suitable for thigss.
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The effective demand is the demand that is economically attainable, while the demand that is not
supported by sufficient purchasing power is only a potential demand. If we take the potential
demand as the basis of a market plan, good wishes willimeomdy wishes. Therefore, using
devel oped countries for the comparison is not
countries is not worth | earning. The issue 1is
high-end institutios should not be developed. The issue is that it should depend on the market, not
on the government.

5.2.3 The policies wer@xhaustive,but some key points were missing.

83 As mentioned above, many policies and regulations were issued durind'tRéFL2ZThey seem
exhaustive, but they do not get some of the key issues. Among the 200 million Chinese old people,
the group with the biggest difficulty is that of the people with funetedtuction, and especially

with total functionreduction. It is easy tanderstand the feeling when an old person cannot take
care of him or herself. In the case of fully disabled person, not only he or she, but also the family
will have many difficulties. In this sense, solving the problem for disabled person, especiglly ful
disabled person, should be the first key point in developing aagddervice system.

In the hierarchy of the oldge service system based on home care, supported by community care
and supplemented by institutional care, the home care should betaiseeting healthy or slightly
disabled elderly, and can be better described as home care supported by social and community
services; the community care should be aimed to serving partially disabled elderly, with focus on
day-time care center; and the fitstional care should be aimed to serving fully disabled elderly,
providing this group with 24our, allaspect and professional LTC service. However, in reality,
there is misunderstanding of the hierarchy ofadg service. Some people might even thhrkt

rich old people can enjoy the higimd oldage institutions, while middle and lewmvcome old

people can only stay home for the last period of their life.

In conclusion, if we don't abandon this misunderstanding, we will enter a vicious circleopld pe

in need of LTC but without purchasing power cannot receive institutional service; so many beds of
the institutions are empty and the institutions cannot make profit; the developmentaxfeold
institutions become a factor that slow down the developmfesocial welfare; and underdeveloped
social welfare generates more social problem.

6 Prospect for China's Olage Services and Lofilerm Care Policy
6.1 Xi Jinping has proposed a new concept of loAgrm care as a part of the security system

84 Since he start of the Twelfth FYP and especially after 2013 as China's aging process has been
accelerating, the problem of providing services to old people has attracted the attention of the
leaders of the party and of the state. On May 27, 2016, the Politiceb® of the CPC Central
Committee held the thirtgecond collective study on the situation of population aging and on the
countermeasures to be adopted. Xi Jinping proposed to “implement policies to support the
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development of olhge servicesand estabs h Iaimgterm care system that articulates relevant
insurance, welfare an'd social assistance sche

85 The "longterm care system" proposed by Xi is undoubtedly a new concept, which may involve
social insurance, commercial insurance, social welfand, social assistance. It is a concept that
reflects the Chinese reality and characteristics.

First of all, it should be noted that Xi Jinping has defined the nature of the LTC system. The system
Sshould be fAarticul ati on sodciraell eavsasnits tiannscuer asncche
be two ways to interpret this idea. The first is that insurance, welfare and social assistance schemes
are three ways of social protection. Insurance and social assistance schemes are mainly for funding
the LTC syste, while welfare schemdscuson the services. This means that LTC must balance
financing and providing service3hus, it is a grand social security system, a concept usually
discussed by Chinese researchers.

The second interpretation is that insurameelfare and social assistance schemes are all for funding
LTC, in which the insurance can be either social insurance or commercial insurance. Since social
welfare scheme is also for funding LTC, it should be a scheme of social allowance. Therefore, in
thepractice, the various ways are mixed to fund LTC.

Secondly, according to the analysis mentioned above, and learning from the lessons and
experiences of the oldge service implemented since the beginning of the 12thYeaae Plan

period, LTC is supposetd be a grand security system. Firstly, LTC system should adopt the term
Asecurityo, which helps the system to articul
with services of care, nursing and rehabilitation; Secondly, social insurance, aahinsurance,
government subsidy, social assistance, and charity should all be involved to fund the system, which
forms a new and mixed model that can provide funding sources to social groups of different income
levels; thirdly, oldage service agencisbould be directed to integrate institutional, community and
home cares and provide community and households with professional and quality services based on
small, appropriate and middidass facilities; Fourthly, there should be organizational arrangemen

to guarantee the implementation of the grand security of LTC, which requires government agencies,
including the ministry of finance, ministry of human resources and social security, ministry of civil
affairs and the national commission of health and faplan to thoroughly cooperate with each

other, and therefore gain benefit for every partner.

6.2 Service Model of LCT System

86 In recent years, there has been a misconception of thegeldervice system, which holds that
institutional service shouldebseparated from community and home services. In fact, all the ways to
provide services should be integcht®/hen the integration is good, there will be the effect ofl1

2.

For sustainability, community and home services should be financially independent. However,
about 60670% of Chinese old people have limited income. Their needs represent therefore a
potertial demand, which is difficult to transform into effective demand. Community and home
services cannot obtain a profit from them. Even for-paofit social organizations, it would be

" E - EXKH Y 7 T [T N~ http:/iwww.huaxia.com/zk/sszk/wz/2016/06/
4873368.htmI" A
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difficult to maintain an economic balance. Therefore, they would havelyoon the purchase of
services by the government. This would not be satisfactory for the old people.

In the second half of 0Century, developed countries had been promoting the development of
largescale oldage service institutions. But the effioiy and impact were not good. Therefore,
after 1990s, home care became the foundation ehgédservices, and Aging in Place became an
international consensus. This concept means that, when possible, old people should live in the
family and community theypnave been used to. If it is not necessary, old people should not leave
their social and humanity environments. However, livingaue life at home is equal to living eld

age life in the family. To be complete, the old age life at home is supposeduppeeted by social

and community services.

However, when old people get weaker and weaker and needinoagare or even 2dour care,

going to oldage service institutions it is a reasonable solution, especially for the urban families that
are mainly suported by single children. In largeeale oldage service institutions, old people can
receive professional and safe LTC. However, it is generally believed thageldservice
institutions should not be located in suburban area. They should be neamtresidenunities, and

the their scale should not be too large. Usually, an institution should accommodate from 50 to 400
people. In this way, old people can receive both professional care and company from the families,
which realizes the concept of a comntyrservice institution.

In developed countries, there is another solution to provide communiggeldervice: the day

time centers. In China, similar institutions are usually calledOam Suo, institution for caring old
people, or elderhcare centerywhich mainly provides service to disabled old people. The service in
such institutions is half institutional and halffaime. During the day time, while family members

go out for work, old people go to the institution. When the evening comes, they kdhdrae

living with their families. Community service center can also provide temporary service. When
family members are absent for business trip or tourism, old people can receive service in the center
for a short time.

87 A person is not definitely viewteas elderly when he or she gets 60 but does not need special
help from the society and the government. The reason that old people need help is that they get
diseases, loose physical and mental functions, and the ability to take care of themselves. Usually
there is a functiomeducing process in the life of old people: from losing social function to losing
physical function, and from losing physical function to losing all the functions. Therefore, for old
people with different level of functional reductjoor in different stage of function losing, there
should be different services. Roughly speaking, about 3% of old people have lost their functions
completely. To them, oldge service institutions should providet2b ur assi st ance.
want to lave their homes, institutions should provide supporting services at home, and the costs
should be covered by mandated social insurance funded by municipal governments. 3 % of old
people have partially lost their functions. To them, supporting servicesehadilitation services
should be provided at home, or by community care center. The costs of the service should be
partially paid by the social insurance system, while the rest could be paid in a market way or in a
qguastmarket way, in which the servicase provided by social organizations. To healthy or slightly
disabled old people, social services or community services should be provided at home. These
services should be provided in market, quaarket or voluntary ways. As assistant approach,
commercal way can also be adopted.

88 From the perspective of LTC service providers, all kinds of services should be put in a single
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framework. For example, in areas where the population is over a certain level, there should be a
flagship and professional elbe service institution, with 20800 beds for old people totally
disabled. Then, the services of the institution could be be extended to the community, establishing
community centres providing partially disabled old people with-tdag care or temporary ca
Furthermore, the services could be extended to households, providing home care for old people.

To old-age service providers, such a comprehensive and extended business could be profitable. In a
certain sense, oldge service business is neighbourheodnomy. If starting from home services,

old people and their families living in the communities near the institution can be potential clients.
With long-term and gradual service supply, all the old people in the area can be the potential clients.
At the saame time, this way of dealing with the problem can avoid the high costs generated from
community and home services separated from institutional services, and therefore creaténa win
situation for the elderly and the service institution.

6.3 Funding Model for LTC System

89 Clearly, a LTC service system needs funding. But one fact must be noted: despite the old people
in the rural area, which is vast, in 2016, the average income of the elderly retiring from enterprises
was only 2500 RMB per month. Gendyaspeaking, in China, the income distribution is very
skewed with more than 2/3 of the people having an income below the average. Due to the costs of
human resources and other factors, currently in Chinagddservice institutions charge 368000

RMB per month. This is why the demand of service forad@é cannot be easily converted into
market demand.

90 For society, the biggest negative impact of aging is the increase of medical costs. If the costs for
the LTC to disabled elderly were included inisbenedical insurance, the burden on the insurance
scheme would be too heavy to bear. For this reason, medical insurance must exclude from the
coverage the care for daily living and roredical rehabilitation, which are the most needed by the
disabled elddy. In Beijing, this is fairly obvious. However, as the population aging goes on, the
weak medical insurance scheme will still suffer from financial crisis. Therefore, the international
experience tells us that there should be an independent LTC systtuidjrig the LTC insurance,

which collects the money to fund the LTC services.

In accordance to the direction of Xi Jinping, social insurance will be definitely the funding model
for LTC system. The funding source of social subsidy and assistance isi@mggwernment and is
usually used to some minority groups. To over 2/3 of the old people, who are in need of LTC, social
subsidy or assistance might not be sufficient. Social insurance can collect theusarger
resources of the society for serving tmead-number old people. This can be called the Law of
Large Numbers.

91 Learning from the investigations and statistics, disabled old people can be classified into three
groups. The core group is composed of totally disabled people that have to stay ar been
dondét recognize their families. They need to
2.5% of the elderly population. The second group consists of the partially disabled old people, who
cannot bath or move outdoor. They need pécaldservice, and their proportion is also about 2.5%.

The third group is composed by socially disabled elderly, who cannot travel by bus, go shopping,
and cook etc. They also need some sorts of service, and their proportion is 6%, which means they
are themajority of the disabled elderly.
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Considering 231 million old people, we can therefore estimate that 11 % of them, that is 25.4
million, have some functiereduction. Among them around 5.8 million are totally disabled, another
5.8 million have some formfophysical disability, while 13.8 million, are socially disabled.
However for policy designing, it is better to consider 13% as the proportion of disabled old people
that is 30 million. This gives evaluation for the 3 previous categories of 6.9, 6.% 2nchillion.

92 Designing a social insurance system for disabled old people without classification is not feasible.

It is practical to firstly cover the 2.5%, fully disabled old people, and then extend the coverage over
the other 2.5%, partially disabledd people. At the same time, the policy maker should be keep in
mind that the insurance coverage should be limited to 5% of the elderly population, and this can
ensure the sustainability of the insurance system. The Japanese and German LTC insurance have
experienced financial crisis, because the coverage of beneficiary and service was too broad.

In 2016, the fully disabled elderly were 6.9 million. If we set the insurance benefit at 3,000 RMB
per month per person to be paid in a lump sum the total ameaded is 20.8 billion RMB. If each

old people would contribute 100 RMB per month, then 231 million old people would accumulate
21.3 billion RMB. Thus, the prospect is optimistic.

93 It needs to be noted that thentributions shoulehot necessarily bgaid by every old person. A

i c otcai | financingo could be adopted, which m
elderly should pay the contribution. For example, urban residents should pay 20 RMB per month
per person, which means 240 RMB perryaehile rural residents should pay 10 RMB per month

per person, which means 120 RMB per year. This is acceptable to most old people. The
beneficiaries of Dibao, Chinese Minimum Livelihood Guarantee scheme, can pay the contribution
through social assistadcand poverty reduction programs. Secondly, the contribution from
employer, which is usually required by social insurance schemes, can be temporarily excluded,
since the economy in recent years has slowed down. Thirdly, other financing channels include
persion insurance (annual surplus), medical insurance (the part saved from reductioragé old
medical service), housing allowance (accumulation by retirement), benefit for people with disability
(over 50% of people from this group are old people), and iraminthe public interest lottery (50%

of which is to be used for oldge services), etc. The final goal of adopting these channels is to pay
80 RMB per month per person for urban old people and 90 RMB per month per person for rural old
people.

94 A mixed system consisting of social and commercial insurances can be adopted. The
government is responsible for planning, contribution collecting and supervising, while commercial
insurance companies are responsible for managing the contribution and delivangfgsbe
Generally speaking, the fully disabled old people should enteag#dservice institutions, and the
insurance companies sign contracts with these institutions and pay 3000 RMB per month as the
benefit directly to them. In case that old people skow live home, after he or she has chosen a
qgualified service provider, insurance company can pay the provider. But a part of money, for
example 500 RMB, should be psaved for purchasing social services.

95 In conclusion, there are three levels in fineancing model of LTC system, and these three levels

have different importance and focus. The first level is the most important. It should be implemented
in the first step.
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From the perspective of life development of old people, the three levels armectiesy
corresponding to the different stages of function losing, and meeting different needs. Therefore, the
three levels should also be integrated as a whole system.

6.4 Establishing Internet of Cares for OldAge Service

96 Contemporary China is alrég in thelnternet Plusera. On the basis of articulation of social
insurance financing and market services, and plus the Internet, which provides us with big data
service, establishing an Internet of cares in China, which could be an Alibabaaafeot#vice, is
prospective and attractive.

However, the Internet of Care for old people is different from the online shopping provided by
Alibaba. The online shops of Alibaba are goods provider, and Alipay plays the role of online payer.
But at the end of theate chain there are delivery staffs. When they give the goods to the buyers, the
transaction is finished. On the contrary, in the Internet of Cares, when the service provider open the
doors of an old person, it is just the beginning of the service.

Today,the Internet of Cares for old people is only a concept. What should be done now is to build
the infrastructure and lay down the foundation for realizing this concept. The core to this is the
services: humato-human and heatb-heart services.

97 In practice, the consensus reached during tHeFige-Year Plan that the LTC system should be
based on home care, supported by the community and supplemented by institutions should now be
realized.

The first problem to be solved is: who is the service pra%ideonventional thinking is that
government and community (street office or resident committee) should take this responsibility. But
this might be the reason why the consensus will not be realized.

In the government, there is a special way of workingh&public administration, lower levels are
responsible to the higher levels, and the objective of their work is to satisfy the higher levels.
Therefore, local governments and grassroots community usually focus on how to create some
ntypical eexshommptb kighelevet imspedtors. For this, local government use a lot of
money. But this might result in a useless ad
reviewing the development of community service since 1980s.

In that period, the gamunity aimed to provide services to facilitate the people. But this objective
was reached by Alibaba, which has done better than what was expected from the government and
the society. This suggests that government should not use administrative authdoitihe things

t hat should be done by the market. Today, al
serviceso, the services should be provided by
there would not be good prospect.

98 In fact, during the 19 Five-Year Plan period, besides the hot industry ofaujé real estate,
there were investors engaged in developing reahg&lservice. In Beijing, Shanghai, Chongging
and Changsha, as well as some midelel cities, there were a numbef old-age service
institutions without decorative propaganda, but really providingagkel services. They are the real
force to develop the oldge service market. What the government should do is to plan, to guide, to
evaluate and to supervise the pss;eand help these institutions to develop. Today, when talking
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about oldage service, a listener would be reminded of getting money and land from the government.
This is actually misconception or even deception. Policy and money of the governmentnstould

be used to buy land or real estate forphaviders butshould be used to help old people to obtain
services, while other things should be developed by the market.

Today, there are many new concepts aboutagkel services, for example, health managsm

smart oldage telemedicine functional rehabilitation, and diet therapy etc. But today these concepts
cannot be realized, because-alge services are essentially hurtesmuman services. No matter

how advanced the machines are, human resources areecedor realizing the services. For
example, for treating the Alzheimer's disease there is an electronic tool that can be worn by patient
and thus locate his or her position through GPS or the Beidou Navigation Satellite System. The
accuracy of locatiortan be within 10 meters from the position of the patient. However, before
family member arrives, safety of the lost elderly cannot be guaranteed. If there is the Internet of
Cares, an olége service institution or community centres can be found onlidefaanily member

can entrust them to take care of the patient until he or she arrives. In conclusion, in the era of
Internet Plus, the Internet of Cares might by an infrastructure for solving many social issues related
to population aging. It is really wdriconsidering and practicing this idea.

99 Finally, there is still a serious issue to be discussed: How to provide LTC for rural old people?
Young people from rural areas have moved to cities, while the old people were left in their
hometowns. When the ablpeople loss their functions, who will take care of them? Understanding
this, it is reasonable to say that the negative consequence of population aging will take place in rural
China, and the biggest difficulty is how to provide the services in rurad.area

In rural area, it is possible to employ mida@lged people or younger old people to take care of elder
old people. For this, the government can provide subsidies. The initial step is to let people of the
same family take care of the old people, and they can be encouraged to take care of other old
people. To the government, this is a way that would cost the least. Today This is also the trend in
the world.

Professional oléhge service institutions should be encouraged to provide service to rasl are
Their work is to provide technical education to the family members who are responsible for taking
care of the olgpeople andconduct evaluation of service providers. Of course, when an old person
gets totally disable, it is better to bring him to astittion, and the money should be provided
through government subsidies.
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2. Long-term care in Europe
A review and synthesis of the most recent evidence
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1 Document Scope

This report provides an overview of the Lefigrm Care (LTC) regimes in place in Europe. By
taking a comparative perspective, Section 2 highlights past and future trehdsdlemand for care

and support for older people in Europe. It provides a quantitative framework of the demographic
changes and the prevalence of disability. It also discusses the main issues around the supply of
informal and formal LTC services. The framork helps in setting the scene tbe subsequent

review of the main features of the HITC regimes.

Fully aware of the vast differences between the Member States of the European Union (EU)
Section 3 examines the coverage of publicly funded LTC niesnsity and the range of options
adopted by EU member states in the financing, management and organization of their LTC
programmes. The final part is devoted in summing up all the differences by defining five different
clusters of EU countries. Sectionoditlines the main challenges that the European LTC systems
face, recent reforms implemented and the current policy debate in a broad range of EU member
states.

The main aims of this report is:

- to provide an overview of the system of care and supporider people in Europe;

- to stress on the relevance of social protection against the risk of LTC needs in
modern societies;

- to identify existing practices in place in Europe, their level of sustainability and of
adequacy;

- to draw policy messages that couklrelevant also for China.

It is important to clarify also the boundaries of this report. Clearly, it cannot claim to provide a
systematic description of the HLXC systems. This is beyond isgope,but it also would be
pointless to describe in detail theurrent institutional arrangements in each LTC country
because they are changing too quickly. This report, however, contains relevant references to
official reports and the academic literature that the interested reader might find relevant.

Hopefully, ths report will lead to a good discussion within the members of th€hida Social
Protection Reform Project and will be a source of inspiration to stimulate further cooperation for
research in the LTC field.

® We include England in the analysis
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2 Introduction

Population agingthe increase fothe share of older individuals in a socieig posing major
challenges to the foundation of the welfare systems around the globe. Europeans, in particular those
born immediately after the end of the second war world (tkee ad babybodin generatia), are
benefiting from tremendous improvement in their life expectancy. However, because chronic and
degenerative diseases are more common at older age, the growing number of the very elderly
people increases the demand for health and social care arsddlceated costs.

21 Lontgercnar ewhat it means?

Long-Term Care (LTC) is generally defined as a range of services required by persons with reduced
degree of functional (physical or cognitive) capacity that need help to meet their basic personal
needs. LTds not medical care: it is care for chronic illness/disability instead of treatment of acute
illness. Caring for chronic iliness lasts as long as the recipient is alive: it invalvesst of the

case the consumption of an eral-life product for a higly uncertain period. LTC is therefore
sensitive to changes in l#expectancy, especially if gains in héxpectancy are in bad health.
Moreover, most LTC is assistance with the basic personal tasks of everyday life (bathing, eating,
taking medication, et) of people that cannot perform such tasks independently. LTC involves a
certain level of medical treatments, especially for highly disabled persons, but it is generally lower
than that required for the treatment of acute illness. The level of assistgua®d is at lowskills

level but, depending on the severity of the functional limitations, can be requiredthecidck.

22 Who need LTC?

The risk of dependency increases as age increase and it is particularly high when people became
frail and developmulti-morbidity conditions. The majority of LTC user in Europe have some form

of cognitive impairment. Al zhei mer 6s and de me
many stages and symptoms beyond memory loss that determine LTC needs. It hatirhatad®

that EU citizens aged 65 could expect less than half of their remaining years to be free from
conditions affecting their ability to manage daily living activities. The risk of becoming dependent

on LTC rises steeply from the age of 80. Populatigring, resulting from rising life expectancy

and the ageing of large cohorts of bdlmpomers, will greatly expand the number and proportion of
people at risk of LTC services over the coming decades in Europe.

23 Who provide LTC?

Three are the institutioriavolved in the delivery of LTC services: the family, the market and the
State. In most of EU countries LTC needs are met with a complex system of different services
provided by a mix of responsibilities shared among these three institutions.

® Social Protection Committee - European Commission (2014)
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Relatives andriends provide the first and more relevant form of support. Informal (unpaid) care is
important in all EUcountries buis more common in some than in others. Many disabled people
make use formal care services, provided in their own home or in instgtiesidential and nursing
homes) by professional staff. The role of the public in financing, administering, regulating and
providing formal LTC services varies considerably among EU Member States. The level of public
coverage of LTC needs varies consatdy at both the intensive and extensive margins. State
intervention in the LTC sector is inherently linked to different cultural values, institutional setting
and traditional welfare regimes in place in each Country.

Broadly speaking, many EU states apfer (a different mix of) two main models:@mpetitive
modelaccording to which the State provides casinefits that can be used for buying care services

in the market; and direct provision modehccording to which the State provides formal servioes
individuals in needs. The public cost sharihe part of LTC costs financed by the public social
protection systemv ar i es consi der a bpaynentsitocaboutlthe totality ®f LTC e r s
services financed via owif-pocket payments by the useand/or their relatives.
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3 Care and support for older people in Europe

31 Who need LTC? Factor influencing the demand

This section considers the drivers of demand for LTC in Europe. It concentrates especially on the
demographic, epidemiological ansbciceconomic trends that affect the demand for LTC.
Understanding such drivers is of paramount importance for policy evaluation. Projections of likely
future demand are key ingredients to ensure policy planning based on evidence.

3.1.1 Demographicpressures

Population ageing, resulting from rising life expectancy and the ageing of large cohorts -of baby
boomers, increases the number and proportion of people at risk of LTC. Older people are heavy
users of LTC services and the increase in their number is tilelffect the future demand of LTC
programmes and the associated costs.

Figure 1. Population structure by major age groups, 28, 201580 (% of total
population)
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In Europe, about 20% of the population is aged.6bhe past hal€entury has seen enormous
changes in the demographic make of Europe. The transformation is reflected in an increasing
share of older persons coupled with a declining share of wedgegersons in the total population.

In cities, the mer gi-8ho Afdami 'y structure (four grandpa
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has siblings; and one child) is emblematic of the demographic transition process, especially evident
in Mediterranean countries such as Italy and Spain. In the 1950s, tieeo$hle population aged

over 65 years was about 9%. It has doubled in 2015 and it is expected to reach about 30% in the
next four decades.

The risk of becoming dependent on LTC rises steeply from the age of 80. In Europe, about five
people over 100 areaow aged 80+, with significant differences between countries (Figure 2).
According to official population projections, the share of 80+ in Europe is expected to increase
rapidly, to exceed 10% by 2050 and to almost tripling, from 2 million observed int@0hore

than 60 million projected in 2060.

Figure 2. Share of population aged 80 years and more ir2Bl¢ountries, 2016
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Source:Eurostat

3.1.2 Epidemiological pressure

Although the size of the older population influences LTC denaamticost, it is the difficulties in
undertaking basic activities for selére that are the major drivers of the need for support.
Europeans are living longer and healthier lives. Life expectancy is increasing at the re8e of 2
months every year, althoudarge differences remain between different social groups, countries,
regions and between rural and urban areas.
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It has been estimaté€dthat EU citizens aged 65 could expect less than half of their remaining years
to be free from conditions affecting theability to manage daily living activities (Table 1).
Lengthening lives is very good but with the further ageing of the big generations ebbatmers a
major challenge will be to meet the needs of a-gasting number of older people at risk of
suffering from frailty and physical and mental disability. A crucial question is therefore whether
projected gains in longevity will be accompanied by an expansion or a contraction in digadality

life expectancy and hence in the number of disabled oldergaapithe demand for care serviées

Tablel. Life expectancy and healthy life expectancy at 65 in th@ Eby gender

Total years Healthy Percentage | Total years Healthy Percentage of
life years life of healthy life vears life healthy years
expectancy | expectancy years life expectancy | expectancy life
at 65, men at 65, men expectancy at 65, at 65, expectancy at
at 65, men women women 65, women
EU-27 16.5 8.4 51.0% 20.1 8.6 42.7%

Source: Table 1 (p.11) fBocial Protection Committeeuropean Commission (2014jear 2009.

Trends in disability in Europe are not always clear.ilade estimategLafortune & Balestat, 2007;
Robineet al, 2004)in expected life free of disability in Europe have shown the presence of two
clear clusters of countries that have significant divergent trends. For some cointrasssing life
expectancy was mainly in good health: countries like Italy, Denmark, the Netherlands and Finland
showed a decline in disability rates among older people. For other countries, however, the increase
in life expectancy is linked to improvingpnditions for people with disabilities. In countries like
Belgium and Sweden, there are clear evidence of rising disability rates. If observed trends of
increasing lifeexpectancy in bad health will continue in the future, the consequences for the cost
associated with the LTC may be even worse than today's expected by following a merely
demographic approach.

" See Social Protection Committee - European Commission (2014)
® Three different trends in old age disability in a scenario of rising life expectancy have been considered

int he economic literature: Grunenberg (1977) pr oposed a scenario of TIexpansion of

share of life spent in bad health increases as life expectancy increases. Fries ( 1980), putted forward a

scenario called lcompression of morbidityl whereby increasin

period of morbidity at the end of life. Between this two scenarios, Manton (1982)pr oposed a ldynamic

equilibrium scenariol where |l ongevity gains would be |inked

with a reduction of severe disability and mo

; EU-CHINA

rbidity.
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Figure 3. Birth-cohort trends in oldeage functional disability and their relationship with
sociceconomic status irhe United Kingdom
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The chance of living a healthy life is profoundly unequal not only across EU countries: within the
same country, in fact, it is likely to find dikging trends between rural areas and cities but also
between different layers of the population. A study conducted for the UK populstarnianoet

al., 2015b) suggested that the overall slightly increasing kighort trend in increasing functional
difficulties observed among current cohorts of older people hides a diverging gap between the
socioeconomically advantaged (high SES) and disadvantaged (low SES) people in later life. (see
Figure 3). Similar evidenosere reported for many other European countii¢slO, 2014)

32 Who pdevLTC? Factor influencing the supply

Three different institutions mainly provide LTC services: the family, the market and the state. The
family (and friends) generally provide unpaid (or informal) care. It involves no direct cost to the
recipientwhereas the carer might have a psychological return of giving back something to the loved
person in needs or a (postponed) economic compensation in terms of bequests. Private LTC
services clearly require a payment from the care recipients or their familljer behalf. The

private market insurance plays a very limited role given its failure to provide coverage at affordable
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price (ComasHerreraet al., 2012) As we will see later, depending to the LTC system in force,
public support may involve no cost to the recipient when LTC services are provided free at point of
use, or may require goayments and user contributions. Of course, the costhydbe state needs

to be covered by the society, through general taxation, and/or by past contribution in (compulsory)
insurancebased public schemes.

Formal and informal care can be substitutes or complements, depending on the type of care and
needs. The el ati onship between them clearly depend
for public support and the level of development of the private LTC market. As we will see later,
some EU Member States report little public formal care. On the othdy kame others report very
little informal care. In the vast majority of Countries, however, a mix of formal/informal care is
provided to the persons in LTC needs.

3.2.1 The provision of informal care

Relatives and friends provide the first and more relevam of support. Informal (unpaid) care is
important in all EU countries, but is more common in some than in others. Figure 4 shows the
percentage of the ow®0 population providing informal care to relatives and friends in 15 EU
countries. This proportionaries considerably between countries. According the most recent OECD
estimates, Belgium has the highest percentage of informal carers aged 50+, followed by Estonia and
Czech Republic. The lowest percentage of informal carers is found in Slovenia, Strezlen
country with the most paid carers) and Denmark. On average, the majority of informal carers
provide daily care, the rest weekly care, with a wide ecossitry variation in the intensity of
caregiving. In countries where there is a strong traditiofewrily caring, like Italy, Spain and
Poland informal carers report more often caring on a daily basis. In countries where LTC is
institutionalised, like Sweden and Denmark, the proportion of informal carers providing daily care
is much lower. Women are m® likely than men to provide informal care for elderly family
members. Informal carers are more likely to reduce their working hours in the formal economy.
Recent estimat€$ suggest that the economic value of unpaid informal care, expressed as a
percentag of the overall cost of LTC, in EU Member States ranges from 50 % to 90 %.

 Draft Joint Employment Report accompanying the Communication from the Commission on Annual Growth Survey

2014 http://ec.europa.eu/europe2020/pdf/2014/jer2014 en.pdf
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Figure 4. Population aged 50 and over reporting to be informal carers, 2013
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Source OECD health Statistics, http://dx.doi.org/10.1787/hed#taen.

The future sustainability of a model based on the provision of informal support to people in need of
LTC faces the following fundamental question: will future cohort of people in needs of LTC be as
likely to have a spouse or children that provide dar¢hem?

The observed low fertility rate and changes in the family structures of the European society is
creating important challenges: the strong decline in fertility rates means that in the following
decades the elderly will be able to rely on a fgllimumber of children for their care. Rising shares

of singles and divorce rates will produce an increase in the number of elderly living alone. The
increasing labour force participation rates of women will have a positive impact on the
sustainability of phlic finances and on the family budget, but at the same time, will reduce the
availability of adult women willing to provide care for their old parents. Any decline in informal
care is likely to be associated with increasing pressures in the demandnfiat fofC service
(public and private), with an expected increase in LTC expenditures.
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Figure 5. Potential Support Ratio in Italy f{l 225 T 6® PI)]
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Prospects: The 2015 Revision

The oldage dependency raficthe number of people ages 65 and older per 100 wcdgeg
people ages 2®40 is projected to soar, from 13 dependents per 100 wowdgegpeoplén 2010

to 45 per 100 by 2050. The ranks

of

t he

ol

faster, from roughly eighteen million in 2010 to a projected niegiat million by 2050. Looking
at the past, the rate of support for the eldemigasured as the ratio between the population of

potential caregivers of the age range62and the 70+ population, has been considerably reduced

since 1950 to today. In Italy, a country with a traditional farbéged approach to the care of
disabled, inL950 there were at least 10 potential caregivers for eveypgdfold. Today they have

less than four. Looking ahead, it is likely to assist to a further reduction of up to two potential

caregivers for every 7Qearold.

The progressive "individualizat" of European societies is a clear indication of potential lack in
informal caregivers. Already today, the percentage of families made up of a single individual is
particularly high, particularly in the Nordic countries. Forecasts show a clear tendevargld a
dramatic increase of the number of elderly people living alone in the years to come.

; EU-CHINA
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Figure 6. Share of singlperson households in 2011 (% of all households)
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Source: Eurostat (Census hub HC419)

3.2.2 The provision of formal care

Long-term care (LTC) is a labountensive service. The number of care workers is therefore a good
proxy of the size of the formal LTC sector. According to the most recent OECD estimates, the LTC
workers represented about 3.6% of the total worage population in Sweden and 2.9% in
Norway and Denmark but only 0.3% in the Czech and Slovak Regibigntafillou et al, 2010)

Formal LTC poviders are mainly women, often mideiged, working pattime. About three over

10 formal LTC workers are nurses, while the other seven are personal care workers. Nurses in
Europe generally have at least three years of training. However, some EU cadmtries have
minimum skill requirements for personal carers, though some organise training programmes.
Foreignborn workers often play an important role in the provision of paid care. This is because
wages in the LTC sector are generally low and workingditaons not particularly attractive for
natives. The case of Italy is emblematic: formal LTC services are provided mainly by hiring private
(and mainly from the blacknarket) lows ki | | f or ei gn woadakite)r,s raihrel y C
out-of-pocket ly the disabled person or the relatives to provide assistance at home. According some
estimates, they make up some 70% of LTC workers in Italy.

In Europe, the demand for LTC workers is strong and growing but at a different rate by countries.
According themost recent OECD figures, LTC employment in Germany has outstripped the growth
in total employment since 2001. In contrast, countries already with a comprehensive LTC systems
and high employment in the LTC sector (e.g. Sweden and the Netherlands), LT&yraemqt has
roughly followed trends in overall employmg@ECD, 2015)
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Looking ahead, increasing demand for LTC seasiand the likely decline in informal care mean
that demand for LTC workers is likely to rise. Given the labotensive feature of this market, a
clear parameter of interest is the wages of care staff. Advocating an increase in the quality of LTC
services means also improving the pay and work conditions of the LTC @atbmbo, 2009;
Colomboet al, 2011) However, this is likely to put pressure on the future sustainability and
affordability of LTC services.

4 LTCregimes in Europe

In Europe there is no a single LTC regime. Instead, we have a multitude of LTC models inherently
linked with different cultural values, institutional settings and traditional welfare regimes in place in
each MemberState. More often than not, the LTC system we observe today is the result of
accumulated-and often urcoordinated reforms aiming at facing emerged sedemographic,
economic and political pressures. As a result, the picture of existing LTC systeramioekiStates
presented below is far from complete. It is drawn from previous work by the European Commission,
OECD and published academic literature. An interested reader will find further details in the
references provided. In the following, we attemptiito c ument t he great diver
arrangements for LTC according nine different dimensions:

The financing mode

The level of spending

The definition of needs

The public/private mix

The mix between cadienefits and services

The freedom to chee the LTC providers

The balance between public and private providers

The quality assurance

The level of integration and coordination of care among different LTC institutions.

<LK LK LK LK LKL KL

41 The financing mode

The financing mechanism for LTC services is a good starpoint of analysis. From this
perspective, we can distinguish LTC systems predominantly funded by social insurance
(Bismarkian models) and those mainly funded by taxes (Beveridgean m@&tels)ctically,
however, EU member States generally adopt mixedegfies (see Figure 8). Countries like Sweden,
Denmark, and Latvia have LTC financed almost exclusively from the general government budget,

* Further extensions to this classification might include the Beveridge - oriented Nordic vs. a Bismarck
oriented Mediterranean model or even finer classifications according to the presence of means -tested user
charges.
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through taxes. To ensure a clear and solid-lengn financing base for LTC, several member States
established a dezhted universal social insurance scheme (the Netherlands, Luxemburg). Among
others, Belgium, Slovenia and Germany finance about half of their LTC expenditure by means of an
insurancebased system. These countries, with a tradition on social insurancd, mederal
revenues are also used. They are used to provide a-satdty those disabled in need with limited
income/assets and for the Amsured (noremployed) population. It is worth mentioning the case

of Austria and France: they are countries virtiditional insurancéased health systems but they
attribute only a small (France) or no (Austria) financial role to social insurance for financing LTC.

Mandatory social (stateponsored) insurance models provide broadpiing and predictable
finandng. Expenditures are covered by earmarked social security taxes and therefore entitlements
may be more clearly defined and easier to enforce. The drawback is the usual tax distortions on
employment associated with contributibased systems. Also, conwiibns are levied on a
narrower tax base than general revenue. A rising LTC demand therefore is likely to require an
increase in the level of contribution, further increasing the cost of labour. LTC systems financed via
general taxation face feasibility dufiairness problems: for many EU countries, projections of future
public spending and taxation revenue suggest the unsustainability of current paths without
significant cuts to other areas of public spending. Moreover, the largest sources of government
revenue in many EU countries (income tax, national insurance contributions and goods and services
taxes) come from the workirgge population. This raises the question of igererational equity

when imposing additional tax burdens on current younger cobhmifinance LTC services largely
directed to current older people.

In the EU, there is a general agreement that a social insurancelmseck LTC system is more
efficient than one left entirely to the private initiatR/é?refunded LTC private insurae pays out

a lump sum or a stream of income to individuals who have experienced a certified level of disability
(e.g. the inability to carry out one or more ADL). As Figure 8 suggests, no EU country has a fully
developed private insurance market, givagnsicant supply and demandide barriers. The only
country with a significant coverage of LTC cost by private insurance is Greece, by financing about
20% of its total LTC spending.

* Several member States, however, are consider ing ways with which the public could support the expansion of

an equitable and sustainable private LTC insurance market (ComasHerrera etal , 20 12).
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Figure 7. Longterm care expenditures/tsources of funding
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42 The |l evel of spending

As seen from Figure 7, public expenditures are the most important source of financing for LTC
services in almost all EU countries. The level of public spending on LTC (as a percentage of GDP)
can be considered a proxy of the generosity of the public systplace: more a country spends on

LTC the higher i s assumed to be either the co
disabled population) and/or the quality of the services provided.

On average, EU spends about 1.6% of its GDP on provigirgic LTC services, with great
difference across Member States (Figure 8). The Netherlands spends by far the most on LTC (4.1%
of GDP). Slovakia and Cyprus spend only about 0.3%. Overall, public expenditure on LTC is
significantly lower in the New EU Meber States (the ones that accessed the EU after 2004). Such
countries rely heavily on the informal provision of LTC and privateaftgiocket payments. Apart

from the Netherlands, notably Sweden, Finland, Denmark and Belgium are also big spenders (the
perentage of GDP spent on LTC is above 2%). The majority of countries, however, spend between
1 and 2% of GDP.
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Figure 8. Public expenditure on loAgerm care as percentage of GDP
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(1) Based on data from Ageing Report 2015 (European Commission (DG ECFIN)-EPC (AWG), 2015).

*Due to agreements taken with the Member States delegates in the AWG-EPC, definition of LTC expenditure may deviate
from expendifure levels as reported in other publications. Specifically, cash benefifs include pericod economic infegration of
handicapped from ESSPROS disability function, and are projected with age specific probability. Expenditure on this item
amounts to 0.2% of GDP for France, 0.4% of GDP for Germany, Greece and Slovenia. The level of expenditures in 2013 is the
first year of projected expenditure based on latest available data.

** As documented in the 2015 Ageing Report, the impact of the reform of the long-term care system in the Netherands on
the (projected) level of expenditure has been taken into account.

Source: Commission services (DG ECFIN).

Notes:Member States of the European Union (Eldye been assigned a thadter country code, heavily used in this
report. See appendix 1 for details

High levels of spending are generally positively associated with the type of service provided and the
number of LTC care workers employed. Figure 9 shtive country capacity plans for institutional

care based on the ratio of beds per population over age 65. This indicator provides an idea on the
extent to which the LTC arrangement in place is more in favour of providing LTC in institutions or

at home. Tk number of beds in institutional settings is generally higher in the member States with
highest level of expenditure.
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Figure 9. Beds in nursing and residenti al car
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Notes: Dat refers to 2014 or latest year availabldA): 2011; (B): 2012; (C): 2013; (D): 2016.
Source: Own elaboration on OECD data.

The positive relationship between level of spending and the number of LTC care workers employed
is not surprising given that LTG ia labowintensive sector with limited opportunities to improve
productivity. Table 2, extracted from a report of tBecial Protection Committeeuropean
Commission (2014)shows paid LTC workers as a proportion of the @k in 15 EU countries.
Sweden, the Netherlands and Denmark make th&t ose of LTC formal carers. In the Netherlands
and Denmark, these carers work mainly in institutions, where more intensive support is generally
provided. In institutions, the number of nurses is generally higher than the numbersiilled
workers. Sothat the associated costs. Publicly financed LTC in Sweden is often provided in
peopl ebs homes from workers, with relatively

It is also important to notice that the unit cost of LTC services is significantly higher in the
wealthier EU countries. As recently estimated Myir (2017), the cost of one hour of care in
Sweden is ten time higher than in the Czech Republic. Wage differentialsemeffected in higher
quality care so that the differentials in unit costs can be considered algaachperfect indicator

of quality.

Crosscountry variation in the level of spending is also related to the level of paeatsharing

for LTC servie s . Wdspaymenés and meaitgsting systems in place are reviewed later in this
report.
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Table2. LTC workers as share of population aged 65 and over, 2011 (or nearest year)

43 The definition of needs

Establishing a meaningfl concept of Adisabilityo is diffi.
which suits all purposegAltman, 2001; Haveman & Wolfe, 2000; WHO, 200 medical
approach would define disability in terms of @#wns from medical norms (e.g., presence of
diagnosed conditions). In many countries determination of eligibility for public LTC programmes

and t he need for car e services foll ows a f
performance: a commissio assesses ¢l aimantsdé ability to

measuring for exampl e, their Afunctional |
activitieso, or restrictions on fdacti wialkoi es ¢

linked more directly to the sociological concepts of social independence and social functioning than
are definitions of disability based on the presence/absence of medical conditions. Additionally, it is
seen as the latest stage of the disablemetess as formalised among gerontolodsté®, among
others, Johnson & Wolinsky, 1993; Verbrugge & Jette, 1984¢ording to it, damages at the
cellular level, eventually influence functioning at the level @fams, which ultimately restricts the
individualts capacity to perform tasks and social r8fes.great deal of attention has been devoted

in the literature to developing (a vast range of) measures with satisfactory properties in terms of

* The functionning approach accommodate also a definition of disability more closely related to the
International Classification of Functioning, Disability and Health, which sees disability resulting from
activity limitations and restrictions placed upon participation that emerge from the interaction between

functional limitations and an unaccommodating environment (WHO, 2002)
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