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Financing for Long-term Care
in Asia and the Pacific
The
2030
Agenda
for
Sustainable
Development is a clarion call to leave no one
behind. Older persons are among the groups
in society most at risk of facing such a fate. In
this context, the 2002 Madrid International Plan
of
Action
on
Ageing
provides
a
comprehensive
framework
for
building
inclusive societies, detailing how to ensure the
participation, care, and dignity of older
persons. To support this process in the AsiaPacific region, the 2013 Asian and Pacific
Ministerial Declaration on Population and
Development calls on member States to
“Strengthen health and social protection
systems to prepare for and respond to the
needs of older persons … by providing an
integrated continuum of care, including …
long-term care and end-of-life care, and
palliative care” (para 159).
In Asia and the Pacific, the number of older
persons aged 60 and above is projected to
more than double from 572 million in 2017 to
almost 1.3 billion in 2050. Rapid population
ageing in the region, combined with changing
family patterns and gender roles, has
increased demand for long- term care (LTC)1
for older persons.
This policy brief highlights financing options for
LTC for older persons, with a focus on examples
from the Asia-Pacific region. It builds on
analytical studies conducted by ESCAP on LTC
in China, India, Japan, Republic of Korea,
Singapore and Sri Lanka (see references).

Provision of long-term care for
older persons is changing
In traditional Asian-Pacific societies, most elder
care is unpaid and provided by family
members, particularly women. This paradigm

has already been disrupted by the
demographic, social and economic changes
affecting many countries in the region.
Firstly, family sizes have declined and
household patterns have changed with young
people migrating, often to urban areas in
search work or education, leaving their
parents behind. In China, for example, the
average household size in 2010 was 3.1
persons, compared to 4.4 in 1982.2 An
increasing
number
of
older
persons,
3
particularly older women, live alone.
Secondly, gender roles are changing. The
number of women in the labour force is
increasing and fewer women are available to
care for older persons. Also, when female
family members have the caregiving
responsibility, they often need to balance it
with other family and work responsibilities,
which can be a tremendous burden. In the
2030 Agenda for Sustainable Development,
Member States committed to “[r]ecognize
and value unpaid care and domestic work
through the provision of public services,
infrastructure
and
social
protection
policies …” (target 5.4). Female caregivers
should therefore be adequately valued and
remunerated.
Thirdly, with an increasing gap between life
expectancy and healthy life expectancy, the
care needs of older persons have grown and
become more complex. Although many of
tomorrow’s older persons, will be healthier,
better-educated and wealthier, the number
of older persons in need of LTC services will
grow. It is estimated, for example, that the
figure for people living with dementia in the
region will triple by 2050.4 Thus, there is a need

for more professional care, whether by trained
family members or professional caregivers.

certain maintenance standards. In Sri Lanka,
government funding is available for day-care
centres to purchase items such as furniture
and kitchen equipment.10

When less wealthy families have to pay for
caregivers, catastrophic costs can be
imposed on households. Countries therefore
need to arrange sustainable financing of LTC
to reduce this risk.

Some governments subsidize wages of
caregivers in nursing homes, as seen in the
Republic of Korea. There are also tax breaks
that benefit LTC providers. For example, nonprofit institutions for the care of older persons in
China are exempt from income tax and
nursing homes are further exempted from
paying business tax.

Government provision and funding
of institutional care
Governments may choose to provide LTC
services directly to ensure availability to those
who need it. In the Republic of Korea, for
example, some local governments run their
own care centres for older persons.5 In Fiji, the
Government runs several care homes free of
charge for older persons without families.
Quality standards for care in these homes are
being developed.6 The Government of India
also operates nursing homes for poor older
persons and older persons with dementia.

Financial support to users of LTC
services
Some governments provide direct subsidies to
older persons who use LTC services. In
Singapore, for example, individuals receive
means-tested subsidies of up to 80 per cent of
LTC costs. In addition, older persons born
before 1950 receive lifetime annual top-ups to
their individual medical savings accounts,
which can be used to pay for LTC services and
insurance premiums. In the Republic of Korea,
local governments provide a cash subsidy to
help with out-of-pocket payments for LTC. Tax
breaks are also an important tool to support
LTC users, as observed in India.

Subsidies and grants to care
providers
Governments may also assist providers through
subsidies and grants. In Singapore, for
example, non-governmental organizations or
private firms operate homes and day-care
centres for older persons, and the Government
funds them from its central budget.7 In India,
the Government subsidizes maintenance of
private or community-based homes and
counselling centres for older persons.8

China provides broad, overall assistance to its
ageing population. Since 2012, local
governments at all levels, have to provide
special subsidies to older persons to improve
their living conditions. This law has led to the
introduction of a range of measures across
different provinces of China, including LTC
insurance schemes in three provinces, and
subsidy systems for older persons.

In addition to supporting the general
operating costs of providers, public funding
can target a specific need, such as
infrastructure
or
capacity-building. The
Government of China recently allocated an
estimated CNY 1 billion for the construction of
nursing homes in rural areas, which will be
operated by community providers.9

LTC insurance
Some countries, including Japan and the
Republic of Korea, have established LTC
insurance systems, one of the most
comprehensive ways to help individuals
manage LTC costs. In both countries, the LTC
insurance includes financing of LTC and
ensures the provision of services through a
network of providers.

The Government of China is also offering
subsidies to institutions based on the number of
beds and other professional facilities they
offer. Community nursing homes in the city of
Wuhan, for instance, receive CNY 4,000 for
each bed, and CNY 80,000 for achieving
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In Japan, LTC insurance is funded through
insurance premiums, as well as subsidies from
the Government, prefectural governments
and municipality governments.11

A key decision concerns whether to set up a
standalone LTC system or cover LTC within the
existing public health-care system. While there
are advantages to utilizing established
processes and infrastructure, the concern is
that scarce medical resources may be used
for individuals who need care, but not
necessarily costly medical facilities or
treatment. In Japan, this led to spiraling costs
when older persons were hospitalized (often
for non-medically urgent purposes), prompting
a restructuring of public care and the
introduction of a standalone LTC insurance
scheme.

In the Republic of Korea, LTC insurance is
managed by the National Health Insurance
Corporation, but is kept separate from other
health insurance. It covers both home-based
and institutional care. Since the introduction of
the insurance, availability of non-family LTC
services increased as the number of
beneficiaries rose. According to a survey,
more than 90 per cent of respondents
reported that the introduction of the LTC
insurance relieved the financial burden of
families.12

In rapidly ageing societies, financial support
may be afforded to private and community
providers to expand their LTC services rather
than setting up government-led services.

Support to families

Another key decision concerns the source of
funding and how it is obtained. The Republic
of Korea, for example, was able to minimize
public resistance against increased taxation
when it implemented its LTC insurance system,
by combining LTC insurance premiums with
existing premiums for national health
insurance. Such dedicated funding channels
ensure stability and predictability in financing.

Due to prevailing norms and policies, families,
and in particular women, are expected to be
the main caregivers for older persons in Asia
and the Pacific. However, with increasingly
demanding jobs, greater labour force
participation of women and changing living
arrangements, younger family members find it
difficult to comply. Financial support to family
caregivers is important to help alleviate some
of these concerns and pressures, and reduce
the risk of older persons receiving inadequate
care or no care at all. To this end, cash
subsidies are provided to family caregivers in
the Republic of Korea living with persons aged
80 or older.

However, such funding may present potential
rigidities in the allocation of expenditures,
especially when it comes to coordinating and
streamlining with other public services (for
instance, health care and social care) in the
continuum of care. Ultimately, the overall
social care landscape of a country should be
considered when implementing policies for
LTC financing.

While caregiving family members can receive
cash transfers through long-term insurance
schemes in some European countries, this is still
controversial in Japan and the Republic of
Korea.

Policy recommendations

Sustainability in financing

Countries should establish a system for
financing LTC, be it by directly financing
caregivers or subsidizing users of LTC facilities.
Experience has shown that subsidizing users
may be more cost-effective, while funding
providers ensures the availability and quality of
such services. Covering LTC services through
health insurance can dramatically increase
overall health-care costs.

Amidst the range of policy options,
governments must recognize the specific
circumstances of their populations and
national and local contexts to ensure positive
outcomes and systemwide and financial
sustainability of LTC services.
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