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SOCIAL CARE REFORM IN ALBANIA

Albania has embarked on a four-year endeavour to create what until now has not existed in this country – 
a fully functioning and sustainable system of Social Care Services. By the end of 2016, through this reform, 
Albania should have in place the “building blocks” to meet its long-term vision – the ability to protect and 
support our most vulnerable and at-risk citizens. Each Albanian must be allowed a fair chance to fulfil 
his or her full potential in life. Social Care Services have been very limited in Albania, largely provided by 
CSOs and other non-state agencies. Existing social services are fragmented, rudimentary and ad-hoc in 
nature. And, unfortunately, the need for Social Care Services is growing. According to latest LSMS data, 
from 2008 to 2012, the percentage of Albanians living in poverty actually increased from 12.4% to 14.3%, 
and those living in extreme poverty (unable to meet even basic nutritional needs) nearly doubled, from 
1.2% to 2.2% (1 of every 45 Albanians). Economic growth does not automatically lead to a reduction of 
poverty – it can also lead to growing disparities, increased marginalization and more social exclusion. But 
Albanian families and communities are dealing with other shocks and risks that threaten social cohesion 
due to shifting demographic structure, internal and external migration, the changing role of families and 
informal networks. 

Reforming social care services means meeting the needs of vulnerable people by responding timely 
and with efficiency to their complex needs. The focus on the reform is not an end itself, but rather a 
complex and well defined way to deliver outcomes to address the needs of all Albanian population at risk 
of vulnerability related to poverty, marginalization and social exclusion. Activities of the reform aim to:

►	 Develop new financial, administrative and legislative instruments that would enable for 
establishing a functional system of social care services. 

►	 Clarify the accountability for national and local authorities, their roles and responsibilities in 
planning, delivering and monitoring social care services for Albanian families and children.

►	 Help transform the existing residential care services to more effective and efficient community 
based services

►	 Redefine the role of Social Worker and enable him to properly assess and address the needs of 
Albanian families and children through case management.

►	 Promote increased involvement of local government and civil society in the planning and delivery 
of social services

The reform of social care services is led by Ministry of Social Welfare and Youth with technical support 
from UNICEF and financial resources from the Swiss Development Cooperation. 
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GLOSSARy OF TERMS

Activities of daily living (ADI)

Cash allowance, attendance 
allowance

Carer allowance

Community-based services

Day-care

Domestic help (also Home Help) 

Home care

Hospice care

Instrumental activities of daily 
living (IADI)

Nursing homes

Palliative care

Personal care

Respite care accommodation 
(respite care)

Nursing care

– entail personal hygiene, dressing, eating, getting up from the bed or 
a chair, using the toilet and similar. These activities are also known as 
“personal care”.

– financial benefits paid to the beneficiary of long-term care services 
and designed to cover part of the costs thereof; there is no obligation 
to formally hire a caregiver.

– financial benefit paid to the carer as partial compensation for lost 
income.

– services provided in home settings or other settings in the community, 
such as day-care or respite services.

– supervision and care provided during the day, often in a special 
institution in which the user spends several hours a day.

– help with instrumental activities of daily living (IADL), which entails 
shopping for groceries, doing the laundry, cooking and cleaning, 
managing finances, making phone calls and similar.

– includes personal care services provided at home and help with the 
housework.

– care provided to terminal patients with a life expectancy of six months 
or less who are no longer undergoing any medical treatment except for 
pain relief treatment.

– activities related to housework, such as shopping for groceries, doing 
the laundry, cooking and cleaning, managing finances and similar. 

– institutions providing nursing and personal care services to dependent 
(ODA) beneficiaries.

– care that improves the quality of life of patients and their families 
facing the problem associated with life-threatening illness, through 
the prevention and relief of suffering, by means of assessment and 
treatment of pain and other problems (physical, psychosocial and 
spiritual).

– help with basic activities of daily living (ADL), such as feeding, bathing, 
clothing, toileting.

– the provision of short-term care services that provide temporary relief 
to the primary career.

– services provided by medical, paramedical and nursing staff; these 
services include wound dressing, prevention and treatment of pressure 
ulcers, administration of drugs and painkillers, health monitoring and 
similar. 
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INTROduCTION

As part of the development of an integrated social service system at the sub-national level, the 
development of a costed package of care services is an important element, designed to meet the social 
rights of Albanian citizens in need of social protection and support. The proposed interventions discussed 
in this paper are built on the premise that a comprehensive systems approach requires simultaneous 
attention to the different categories of human rights, strategic reforms, and functional social care services 
with clearly defined accountability across diverse levels and scales. The reforms outlined here are designed 
to improve the efficiency, effectiveness and equity of the social protection system and to improve the 
quality of social services for vulnerable families and communities, including children.

The work is explicitly oriented towards the building, at national and sub-national levels of a rights-based 
social protection system in line with Albania’s global commitments, notably to a number of international 
treaties on social and children’s rights, and crucially, to meet the standards expected of a future member 
state of the European Union. In particular, and in line with the EU’s Social Investment Package1, the package 
of care services is emphasized as a smart social investment across the life cycle. In the Social Investment 
Package, within a broad focus on investing in individuals, households and communities, particularly 
emphasis is placed on investing in children and youth and breaking the cycle of disadvantage across 
generations. Investments in social services tailored specifically to vulnerable groups or those most at risk 
of breakdown in social functioning, represent a crucial addition to more categorically base or universal 
investments in health, education, early childhood, and in employment. 

Effective, efficient and equitable investments are crucial at all levels of welfare governance, as well as 
ensuring that clear synergies are created both vertically, between central and local levels, and horizontally, 
between state and non-state actors.  A package of care services is needed to ensure a social protection 
system which contributes to the activation of the working age population, is enabling of individuals to 
reach their full potential, is empowering in terms of offering dignity to stigmatized groups and which, 
above all, ensures that anti-discriminatory practices run through all aspects of social protection. 

A well-developed package of services is also important in moving towards evidence-based social 
protection policies and practices which are responsive to changing needs and vulnerabilities. The package 
of services presented here and its partial financing through a Social Fund, represents an important 
attempt to meet existing needs whilst also promoting a culture of innovation, participation, transparency 
and evaluation.  

Albania, not unlike other countries in transition in Eastern, South Eastern Europe and the former Soviet 
Union, faces a number of challenges in moving towards a more effective social protection, social welfare, 
and social care system. Crucially, existing provision is marked by fragmentation and elements of ‘welfare 
parallelism’, with provision at different levels of government, notably central and local, between different 
actors, including state and non-state actors and, indeed, in terms of funding and provision by domestic 
and international bodies, all contributing to this fragmentation rather than offering complementary or 
coordinated responses. A large number of central strategies have been produced which are, themselves, 
overlapping, sometimes resembling a ‘wish list’ of desirable reforms rather than a set of fully costed, 
carefully allocated, and systematically monitored proposals. Perhaps even more importantly, centralized, 
national, strategies rarely translate into meaningful practices at local levels. 

1  http://ec.europa.eu/social/main.jsp?langId=en&catId=1044&newsId=1807&furtherNews=yes
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There is an overwhelmingly greater attention, and spending, on largely passive cash transfers within 
Albania’s existing social protection system, with still very limited spending on social services. This is 
important in itself, as it means that it is difficult to meet the range of the needs of the most vulnerable. 
However, in addition, the lack of availability of social services makes it very difficult to ensure optimal 
packages of ‘cash and care’ combinations. Those services that do exist are also sub-optimal in terms of 
their type, still being more focused on residential or institutional care; location, more often in the major 
cities than in the rural hinterland; sustainability, with many being funded, in large part, by international 
organizations at a price which may be difficult for Albanian stakeholders to continue with. In addition, 
services remain rather inflexible, targeted to one particular client group, and are not always optimal in 
terms of how user friendly or client centered they are, in terms of accessibility, opening times, and nature 
of services provided. 

As some of our previous reports have highlighted2, there is still only very limited planning to ensure an 
appropriate matching of supply of services with demand for services. Planning is important at all levels, 
from the individual and household level to the community, regional and national level. Again, as noted 
above, plans made at one level do not always fit with or, more importantly, inform, plans made at other 
levels. 

In the creation of a new system of social care, there is a need to recognize that existing levels of human 
resources and skills and competences of key staff are still extremely limited. Albania lacks an appropriate, 
trained, and experienced, cadre of social workers but, in addition, competences in terms of case 
management and social planning, key elements of any reformed system, are also in short supply.

Wider lessons from UNICEF evaluations in the region are also pertinent to this proposal. Notably, a recent 
multi-country evaluation of child care reform between 2005 and 2012, covering 11 countries3, has noted 
that a systems approach and targeted investments to reform are crucial but that, in light of the fact that 
the social protection system is a rather small system, more likely to be impacted upon, larger systems 
including health, education, youth justice, and so on, it is important that there is much greater attention to 
multi-sectoral working and planning. In addition, any focus on social services has to include an emphasis 
on preventive services, both within larger systems and within the social protection system itself. 

The issue of equity gaps, which result in certain groups, notably ethnic minorities, children with disabilities, 
and others, being ‘left behind’ in terms of the reforms, is now increasingly recognized but adequate 
responses to narrow these equity gaps remain slow and insufficient. How far reforms of social protection 
system can themselves be transformative, modeling and advocating for changes in social, cultural and 
professional norms, is a complex issue. Changes in social norms take time but it is, surely, important, to 
continue to bear these issues in mind within all reforms. Crucially, reinforcing a point made above, in 
most countries in the wider region, statutory social work is rather undeveloped, with low status, limited 
capacity, and with staff remuneration, motivation and retention still rather low. 

Reforms which have been too top-down or, indeed, donor- and international agency driven, have been 
less likely to take hold and to result in changes in well-being than reforms which have been sensitive to, and 
open to the views of, all stakeholders. Crucially, some reform processes have resulted in inconsistencies 
and the expansion of some services on a trend basis rather than fully on a needs basis. 

Everywhere in the region, there has been a gulf between changes in laws and resultant changes in 
practices. In highly legalistic environments, indeed, it may be better to limit legal changes to the bare 
minimum and to ensure that practices are changed before laws are changed, rather than vice versa. A 

2  Formative analysis and recommendations for the institutional set-up of regional institutions responsible for planning and budgeting social care services 
(2013)

3  UNICEF CEE/CIS (2015) Child’s right to a family environment: Multi-country evaluation of results achieved through child care system reform 2005-2012, 
forthcoming. 
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particular challenge, again related to wider social, cultural, and professional norms, has been the lack 
of active involvement and meaningful participation of service users, including the most vulnerable and 
‘voiceless’ clients in issues which concern them, both at an individual level and in terms of service quality. 

Ay reform must address the issue of how to widen the limited evidence-base and ensure that impact 
assessments and timely and meaningful monitoring and evaluation procedures become standard 
practice. Although the proposal outlined here cannot guarantee to respond to all these challenges, these 
issues need to born in mind in the implementation of the minimum package and in developing financing 
mechanisms.  

The current project, implemented by ICS and ESA Consulting, is a reflection of a longer process of 
discussions and recommendations by key partners, and in particular of the Ministry of Social Welfare and 
Youth and Ministry for Local

Issues. Through a number of technical workshops, a degree of ‘buy in’ from key policy makers, experts 
and professionals has been achieved. As work progresses, there will be a need to involve local levels of 
decision makers, local professionals, NGOs, informal community leaders, and service users, in an extensive 
participatory process. 

In the following section we provide a broad analytical framework, presenting the key terms as well as 
defining the role of state in the process (Section 1). While in the following section (Section 2) we provide a 
comparative overview from of the financing models of social care services from different countries.  

In the subsequent sections, we present the proposed concept of the package of services in Albania 
and it’s costing, which can be further elaborated based on the discussions and decision making of the 
government. The paper ends some key remarks and conclusion.   

INTROduCTION
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1. ANALyTICAL FRAMEwORk ANd kEy TERMS

1.1 Key Definitions and Role of the State
 

The assistance entails:

►	 help in performing activities of daily living (ADL) such as getting around, eating,  dressing, 
maintaining  personal hygiene;

►	 help with housework, preparing meals, shopping, transportation, etc. (instrumental activities of 
daily living - IADL);

►	 nursing and palliative care (dressing wounds, preventing and treating pressure ulcers, dispensing 
medications, pain management, monitoring health), (Colombo, 2011; European Commission, 
2008).

Users of LTC services are persons with disabilities, the chronically or terminally ill, predominantly from 
the oldest age cohorts. In the broader sense, the long-term care system includes preventive activities (fall 
prevention, preventive checkups), medical rehabilitation (occupational and physical therapy), support 
for inclusion in social activities (visiting church, friends), help in renting assistive technology, assistance 
to informal/family caregivers, etc.  

Without exception, in all societies, most of the care is provided by the family through unpaid engagement 
(WHO and World Bank, 2011). The state participates in providing long-term care to the extent it depends 
on prevailing social and ethical norms, dominant ideological concept, level of economic development 
and numerous other country-specific circumstances (Colombo, 2011). The role of the government in 
securing long-term care can be identified in the sphere of financing, providing regulatory framework but 
also in the direct delivery of services. State schemes can either be universal or target the poor, providing 
cash and/or in-kind benefits (services).

In the long run, securing access to services and curbing growing spending for LTC services are considered 
to be a major public policy challenge in this area (Colombo, 2011).

The government’s role in providing long-term care is expected to grow in the future. The increasing 
importance of the state is explained by rising demand under the circumstances of reduced family unpaid 
care and inevitable overall expenditures for purposes for which funds cannot be secured effectively 
through personal savings and/or private market insurance only.   

The potential increase in demand for LTC services will be primarily generated by demographic aging. 
According to the World Health Organization, people with disabilities make up an estimated 15% of the 

Long-term care (LTC) refers to healthcare and social security 
services provided at home or in institutional settings to individuals 
in need of assistance in performing activities of daily living (ADL) 
over a prolonged period of time. 
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world’s population. Demographic aging is considered to be the primary reason for the increasing share 
of persons with some sort of disability in addition to the growing number of people with illnesses such 
as diabetes, cardiovascular diseases, mental disorders, cancer, respiratory diseases and injuries (WHO 
and World Bank, 2011, p. 44). According to various estimates, the share of people with severe disabilities 
ranges between 2.2 and 3.8% of the world’s population and the highest incidence of severe disability is 
recorded in the 80-89 age group. At the same time, this group has the highest growth rate which indicates 
the importance of demographic factors for the globally growing disability trend (WHO and World Bank, 
2011, p. 35). According to the population projections for 2050, the share of persons over 80 years of age 
will reach the level of 4% globally, while in the OECD countries and in the EU, from the present share of the 
oldest age group which is already 4%, the figure will soar to 10% and 11% respectively (Colombo, 2011, p. 
62; European Commission, 2008, p. 10).

To what extent demographic aging will lead to increased demand for LTC will depend on the prevalence 
of disability among the elderly. Disability rates among the elderly can either go up or down, depending 
on numerous factors, many of which are beyond our knowledge. It is particularly difficult to project 
morbidity trends for neurological and cognitive diseases such as dementia. Besides, in the long run, 
medical advance can extend the average functional life of people, improve their health and reduce 
the number of years during which they will need care (invention of pills delaying dementia). However, 
medical advance could possibly have the opposite effect - to significantly prolong the part of human life 
with disability requiring assistance (Barr 2010).  Data on trends in disability-free life expectancy for people 
over 65 years of age are not uniform among the countries (Colombo, 2011), and future estimates vary 
significantly according to different scenarios (European Commission, 2008). Based on a 2007 analysis of 
old-age disability in a number of advanced OECD countries, the conclusion was reached that the future 
could see an increase in the number of severely disabled seniors, caused not only by considerable aging 
population but also by further gains in life expectancy (Colombo, 2011).

Finally, an increased demand for LTC can also be pushed by the trend of deinstitutionalization, which 
implies orientation towards providing care services at home instead of in residential care settings. 
Placement in a LTC institution often calls for a very difficult decision which people tend to postpone 
until the last moment, thus somewhat decreasing demand for formal LTC services which is not the case 
where home care is the prevailing concept. Additionally, this trend is also expected to benefit from the 
growing efforts to replace expensive hospital care with social protection services. On the other hand, 
assistive technologies (equipment) and robotization could reduce, even eliminate requirements for 
certain services (WHO and World Bank, 2011).

The increase in demand for and the number of users of LTC particularly due to aging population will boost 
spending on LTC. Quite possibly, in relative terms, the aging population could give a greater boost to LTC 
costs than to healthcare expenditures, since it has been proven empirically that such costs grow faster 
with age (Brown & Finkelstein, 2011). However, it is difficult to make long-term projections with respect 
to labor costs which will decisively affect related expenditures, if the future provision of care services is to 
become a predominantly labor-intensive activity (Barr, 2011).

Although the impact of all determinants is not entirely clear, decreased family support which, 
under present circumstances, more often than not implies unpaid services and help, is expected to 
significantly increase the role of the state and push up both private and public spending on long-term 
care. Family models are undergoing significant changes and there is a growing number of individuals 
who cannot expect to receive help from their family members once they grow old, be it because they do 
not get married and/or do not have children, or due to migrations, or because the concept of living in 
multi-person households is becoming less and less acceptable. The shrinking immediate family support 
practically rules out the possibility of relying on unpaid care, which, in turn, calls for increased private 

ANALyTICAL FRAMEwORk ANd kEy TERMS
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market and public spending for such purposes. In addition, more and more women, who used to be the 
main actors in the pool of unpaid labor force caring for elderly and persons with disability at home, are 
now finding formal employment (Colombo, 2011). Just to what extent the future generation will be ready 
to “sacrifice” as home caregivers, remains to be seen but this will surely depend, at least partially, on the 
government’s willingness to support this type of activity. 

Expenditures associated with LTC are expected to grow also due to increased standard of living which, in 
principle, provides for a better quality (and more expensive) satisfaction of needs as well as for satisfaction 
of still unsatisfied needs. In many communities, increased standard of living puts more pressure on the 
society to take better care of vulnerable groups, including the elderly. A number of EU member states 
committed themselves to securing universal access to high quality LTC (European Commission, 2008).

The above is followed by initiatives to define universal principles for the introduction of national LTC 
quality standards, such as, for instance, the publication titled: “European Quality Framework for Long-
Term Care Services”, issued by the European Commission as part of the WEDO project4. 

One should also keep in mind that in the future, the elderly are expected to be better informed about 
their rights and to exert more pressure to have those rights fully satisfied and even expanded.

Public expenditures are most certainly going to receive additional boost by the fact that in most countries 
elderly are becoming a growing and more significant part of the constituency. In the less developed 
countries, the factor of looking up to should not be underestimated either, and neither should be the 
pressure in EU aspiring counties to secure adequate assistance to the elderly and persons with disabilities 
in all parts of the community (European Commission, 2008). 

Despite uncertainties regarding possible effects of particular determinants, relevant studies mostly 
predict significant future increase in public expenditures on LTC. According to the European Commission’s 
assessments, public expenditures on LTC as a percentage of GDP will almost double in the EU countries 
until 2050, and, in some scenarios, they will even triple (European Commission, 2009). OECD evaluations, 
too, are consistent with the above findings (Colombo, 2011). Such a significant increase in public spending, 
and the consequent role of the state can be explained by the conviction that alternative ways of LTC 
financing are insufficient and less effective.

1.2 Justifications for State Intervention 

In theory, LTC could be financed from private sources, primarily from personal savings/property and 
private insurance (with or without government’s incentives in the form of tax breaks and subsidies) and 
from public sources, through social insurance or from budget funds/general taxes. Additional financing 
could be partly secured also from the humanitarian organizations’ funds (Glendinning, Davies, Pickard & 
Comas, Herrera, 2004; WHO and Word Bank, 2011).   

Classic personal savings for the purpose of securing long-term care in the old age would pose a huge 
load on an individual, since such savings should enable the coverage of care over the maximum potential 
period of its duration which, under present conditions, could be estimated to last 20 years or even more. 
Personal savings as a way to secure LTC would not pose an optimum way to balance consumption during 
the life-time cycle and neither would it enable redistribution from persons with lower needs to persons 

4 	European	project	(2010-2012)		“Wellbeing	and	Dignity	of	Older	People“

ANALyTICAL FRAMEwORk ANd kEy TERMS
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with higher needs for LTC. In addition, it would put a significantly higher load on the shoulders of women 
who are faced with greater risks in the sphere of LTC. (Glendinning, et. al., 2004). Finally, such savings, 
including the savings implying possession of property or special savings accounts, would not secure 
adequate protection to the most indigent segment of population, not to mention the people exposed 
to the greatest risk.  In reality, financing LTC from personal savings is found primarily in regions where 
the state LTC system is underdeveloped or designed in the way to cover only a fraction of the expenses 
associated with care (Colombo, 2011). 

The fact that not all people will need long-term care, that some will need it for several years only while 
some will require its services for 20 years or so, clearly advocates in favor of joining risks, i.e., insurances.  
Total allocations for insurance premiums are certainly many times lower than the savings if each individual 
were to collect enough money through savings to cover in full all the expenses associated with maximum 
duration of LTC.  Therefore, if insurance is a desirable option, the question is whether private market 
insurance in this area could prove to be effective. 

Numerous problems emerging on the side of both demand and supply could result in ineffectiveness and 
insufficient development of private insurance market in the area of LTC. 

On the supply side, the first problem is associated with the inadequacy of information, given the fact 
that it is very difficult to evaluate the probability that a risk will materialize, i.e., the probability that 
a certain individual will, at some point in future, be in need of LTC (Barr, 2004). The probability is known 
only for the present-day cohorts of the elderly, but for most of the insured, the risk will emerge only 
several decades from now. Probability cannot be assessed when an insured event has such a long time 
horizon. In addition to rendering it impossible to evaluate the probability of risk emergence, the “long 
time horizon” also prevents accurate evaluation of distribution of probability, in light of the fact that 
different individuals will need LTC for different periods of time (some only a year, others, perhaps 5 to 20 
years). The difficulty in appraising the possibility with respect to whether and for how long an individual 
will have a need for LTC also makes it difficult to calculate the premium the insured should pay. In both 
cases, even the direction of change is unknown. “In the long run, we actually talk about uncertainty, not 
about risk” (Barr, 2004, p.178), and insurance against uncertainty cannot be effectively provided under 
market conditions.

Moreover, uncertain are even the future trends of annual expenditures on LTC which can  go either way 
driven by new medical and technological advances (cheaper robotization or medications which could 
reduce engagement of expensive labor force).  All these uncertainties make an accurate evaluation 
of the insured sum impossible which, in turn, additionally complicates the calculation of insurance 
premiums as well (Barr, 2010). Just how difficult it is to make any accurate calculations in this area is 
clearly illustrated by the huge differences in assessments of future LTC expenditures made by individual 
governments, the OECD and the EU (Colombo, 2011, 72; European Commission, 2008).  

Another specific problem in the private insurance market arises when probabilities of risk emergence 
are not independent from each other. In case of LTC, advances in medicine could have the same effect 
upon all insured, i.e., such advances could make all insured increasingly dependable upon care in the long 
run. A prerequisite of an (efficient) actuarial insurance is, however, that probabilities of risk emergence are 
(individually) independent so that there could be both winners and losers. Insurance is possible in case of 
an individual but not in case of a common, system risk (Norton, 2000; Barr, 2004) 

The long-term nature of an insurance contract introduces other types of problems as well. If, for 
instance, the contract envisages financing residential care services, a serious question arises whether such 
type of care, at the moment of risk emergence, will be acceptable to the insured at all, given the fact that 
organization and delivery of LTC services are likely to undergo changes over time (Brown and Finkelstein, 

ANALyTICAL FRAMEwORk ANd kEy TERMS
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2011, p.25).  In case of long-term contracts, potential insurance buyers could also be discouraged by the 
possibility that the insurer may go bankrupt or considerably raise premiums, as already happened in the 
US LTC insurance market in 2010 (Brown and Finkelstein, 2011, p.26). 

Such market imperfections reduce the efficiency and adversely affect private insurance market. To protect 
themselves from imperfect information, insurance companies design policies in a way that will reduce 
their business risk. In reality, this results in overpriced premiums and policies which insufficiently cover 
expenses. Empirical findings show that in the USA,  insurance policies covering LTC are not all-inclusive, 
that they cover only between one-third to two-thirds of expected costs of care and that the premiums 
are much higher than what could be assessed as actuarially fair (Brown and Finkelstein, 2009; Brown & 
Finkelstein, 2011).    

Like all other types of insurance, private insurance covering LTC, too, face the problems arising due to 
asymmetric information, associated also with the phenomenon of negative selection and moral hazard.  

When taking up a LTC insurance, some insured could hide the fact that they are high-risk individuals, 
which leads to a negative selection and denies other individuals the possibility of buying insurance 
policies at actuarially fair prices. Various studies find that in the US market, such cover-ups are the reality 
and that high-risk individuals are more frequent buyers of LTC insurance policies (Sloan and Norton, 
1997; Norton, 2000; Brown and Finkelstein, 2011). The fear that such insurance attracts high-risk clients 
could also adversely affect the market (Barr, 2010). Empirical findings indicating the existence of effects 
of negative selection in LTC insurance market could be best illustrated by the example of France (Pestieau 
and Pontihiere, 2011). In their response to the negative selection, insurers are perfecting mechanisms 
of checking up on the insured, rejecting a significant number of older applicants with health problems 
(Norton, 2000).  

Besides the negative selection phenomenon, there is also the problem of moral hazard. With this type of 
insurance, as well as with the medical one, moral hazard results in spending/consumption that exceed 
the optimum level due to the phenomenon of “third party payment”. Neither the service provider nor 
the insured are motivated to save since the expenses are covered by a third party, i.e., the insurer. In case 
of LTC insurance, insurers, too, are trying to reduce overspending in various ways, most frequently by 
demanding from the insured to in some way participate in covering the expenses (for instance, insured is 
asked to pay for the first X days of his stay in an institution or to co-finance a certain portion of the overall 
expenses) (Norton, 2000). 

In research literature, one more specific type of moral hazard is identified, associated with long-term 
care insurance, first conjectured by Pauly (Barr, 2010; Norton, 2000). When there is insurance, the family 
is less motivated to get involved in delivering LTC which may encourage premature institutionalization, 
i.e., a consumption  higher than it would  have been had it been financed from own resources. On the 
other hand, some people may fear that, if they buy insurance, they might be placed in a retirement home 
against their will when they are no longer able to independently decide on getting institutionalized. A 
person who does not wish to be placed in a retirement home when he grows old, may simply decide not 
to buy insurance. There are, however, opinions quite to the contrary, that people buy insurance to actually 
protect some of their property and leave it to their family as inheritance and/or to avoid burdening their 
family with costs of care (Norton, Sloan 1997; Norton, 2000; Barr, 2010).

Empirical findings for the USA, however, do not find that the number of children and related motivation 
to leave an inheritance behind have any effect on the demand for LTC services (Sloan, Norton, 1997). The 
findings for France, however, indicate that in case of both life and LTC insurance, a possible altruistic line 
of reasoning cannot be ruled out – individuals who have children are more likely to insure themselves to 
avoid burdening their family with high costs of care (Pestieau and Pontihiere, 2011).
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Market imperfections associated with imperfect information appear on the demand side as well. In 
case of LTC and some other types of insurance, information is far too complex for the potential insured 
to grasp them. Some researchers believe that not even academic studies could find and process all data 
necessary for the analysis of various insurance policies (Barr, 2010)  Therefore, one could hardly even 
assume that individual persons are capable of comparing  the quality and prices of various policies and 
opting for the most appropriate one, which significantly reduces the efficiency of the market.

Although no empirical data are available regarding the impact of imperfect information on the side 
of demand for LTC insurance, data on the basic financial (il) literacy could serve as an indicator of the 
magnitude of the problem. According to researches carried out for several industrially advanced countries 
by Lusardi and Mitchell in 2007, a large part of the population is unable to calculate a percentage, interest 
rate, or even divide two numbers. Moreover, awareness of the basic financial products among the 
people is quite modest as well. Other surveys demonstrate that financial illiteracy poses a big obstacle to 
making adequate decisions on pension funds and savings in general so there is room for speculation that 
problems of this type appear in the LTC insurance market as well (Brown and Finkelstein, 2009).

On the demand side, myopia, i.e., underestimating the need for care or even refusing to give this topic a 
second thought, cannot be discounted either. To the extent to which this factor of insufficient demand and 
underdevelopment of the private insurance market is relevant, there is not much room for intervention. 
Where two previously mentioned factors are relevant, however, there is room for intervention through 
education and disseminating information (Pestieau and Pontihiere, 2011). 

Myopia delays decisions on purchasing insurance and therefore, in the USA for instance, people get such 
policies typically in their sixties. This circumstance reduces the period between signing the contract and 
the risk event  - which, to a certain extent, decreases the problem of imperfect information  on the demand 
side but also the benefit of joining risks since the insurance is joined by a lower number of cohorts, most 
of which being the high-risk ones. In addition, purchasing insurance policy at older age is an important 
reason why LTC insurance is sold to individuals rather than to groups, with employers’ participation. This 
not only increases administrative expenses (Norton, 2000) but also additionally reduces the efficiency of 
the private LTC insurance market. Namely, data show that group policies, with employers’ contribution 
reduce the negative selection problem and exploit the advantages of the economies of scale (Brown & 
Finkelstein, 2011).  

Finally, the demand for LTC insurance also significantly depends on the government policy in this area. 
Almost all empirical surveys of the American market show that, with the exception of the wealthiest social 
groups, “Medicaid”, to a great extent shrinks the demand for private LTC insurance (Norton, 2000) (Brown 
& Finkelstein, 2011). Logically, this gives rise to a special problem on the demand side, which has to do 
with (non) coverage of risk, since it impossible to know what the state policy in this area will be like in the 
future. If the state, in any way, provides more and better care in future, the insurance secured through the 
purchase of a private policy could prove to have been overpaid and vice versa. (Barr, 2010). 

In reality, the private, voluntary LTC insurance market is small. Even in the USA, where the private 
insurance market is highly developed, the segment of LTC insurance has remained underdeveloped. 
In light of the fact that a significant number of Americans spend numerous years in exceptionally 
expensive retirement homes, the individuals not inclined to risk-taking would be expected to be highly 
motivated to take up insurance. Still, only 14% of Americans over 60 years of age have a policy, most of 
them coming from prevailingly well-off circles and, according to the congressional budget office, only 
4% of the expenditures on LTC is covered from insurance policies unlike, for example, the healthcare 
sector  where private insurers cover 35% of related expenditures (Brown and Finkelstein, 2011). In some 
European countries, private LTC insurance is offered as substitutive (Germany) or complementary (France, 
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Belgium) relative to the public social insurance scheme (Colombo, 2011). Where the state LTC system is 
underdeveloped or entails significant co-financing on the part of the beneficiary, the private insurance 
market can play a significant role in reducing the risk of covering expenses in the most efficient way - 
from classic savings. It is estimated, however, that a more significant role of private insurance is not likely 
(Colombo, 2011).     

Inferiority of personal savings as a way to ensure protection against risks, in addition to numerous 
indications of insufficient private insurance, create significant room and justification for state 
intervention in financing and securing LTC. Government engagement brings abut risk pooling and 
redistribution, as well as a less specific contract, thus enabling not only insurance against risk but also 
against uncertainty inevitably arising due to a long time horizon (Barr, 2004).

 

1.3 Long-Term Care System Transfers 

Transfers within the LTC system can be divided into cash and in-kind benefits, i.e., services.

Cash benefits offer flexibility and choice to the recipient and/or support for informal family care. 
Lundsgaard (2005) and OECD (2005) recognize three basic groups of cash benefits: “personal budgets” 
and direct employment of professional caregivers, cash allowance paid to the recipient that he can spend 
at his own discretion, and cash allowance paid directly to the caregiver. 

“Personal budgets” and “direct payments” are cash benefits the recipient must use to purchase the 
service from a professional agency or directly, from an individual carer. In any case, this benefit necessarily 
entails entering into a formal employment agreement even with relatives (Lundsgaard, 2005). Such 
benefits are offered in the Netherlands, the USA and the UK where it is possible to opt for “direct payments” 
in lieu of services.

In Scandinavian countries, the municipality can directly hire a care provider of the care receiver’s choice 
instead of following the regular practice of using services organized by the local community. Gledenning 
(2007) classifies this type of arrangement as a special type of cash benefit while Lundsgaard (2005) and 
the OECD (2005) place it in the same group with personal budgets and direct payments.

Cash/attendance allowance is granted to the receiver to cover a part of LTC-related costs, without 
imposing any obligation to hire a caregiver. Such cash benefits are granted in Germany, Austria, the UK, 
and Luxemburg5. In most cases, the allowance is spent as part of the family budget (Gledenning, 1997). 
Thus, surveys showed that in Austria, where the amount of this allowance is relatively high, low-income 
families keep the allowance as part of the family budget while somewhat better off households hire a 
carer mostly in the “grey” labor market (Gledenning, 2007, as in Kreimer, 2006). 

Carer allowance is intended to partially compensate the carer for the lost income. The amount is typically 
low and is often means-tested (Gledenning, 2007). Carer allowance is not conceived to fully compensate 
the value of lost income but rather to secure a minimum income to the person unable to hold a regular job 
because he is looking after another person. This type of benefit is paid in Australia, Ireland and England 
(OECD, 2005). 

5  A cash benefit granted in France often translated as “allowance” should nevertheless be classified in the same group with personal budgets and direct 
payments given the fact that the way this benefit is used is controlled. Gledenning classifies it as an allowance granted to the receiver while the OECD 
does not classify it in any group (see chapter 2 for more details)
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As a separate category, Gledenning (2007) singles out a carer allowance paid in a symbolic amount as 
recognition of the carer’s work. For instance, such are the non-taxable allowances paid in the amount of 
EUR250 per year in the Netherlands or the universal carer allowance granted in Australia.  

In-kind benefits, i.e., services can be analyzed by type/category of service offered, regardless of the place 
where they are provided. Thus, we have medical/nursing care services including palliative and hospice 
care, personal care service, help in instrumental activities of daily living and other services offered within 
the scope of social protection. 

Medical or nursing care services are delivered by medical, paramedical or nursing staff. These services 
include wound dressing, pressure ulcers prevention and treatment, dispensing medications, pain 
management, health monitoring and similar (SHA, 2011), Palliative care entails providing assistance 
in terms of improving the quality of life of patients faced with life-threatening illness and their family 
members, through the prevention and relief of suffering by means of pain treatment and by providing 
physical, psychological even spiritual support (WHO, 2012). Hospice care is a part of palliative care that 
entails the delivery of care services to terminally ill patients with a life expectancy of six months or less, 
who no longer receive any medical therapy other than pain relief treatment (Pratt, 2010; University of 
Maryland 2012).

Personal care services entail help with activities of daily living (ADL) such as eating, bathing, dressing and 
toileting (SHA, 2011).

Services of help with instrumental activities of daily living (IADL) imply shopping, doing laundry, 
cooking and cleaning the household, managing finances, making phone calls, and similar (Ibid). These 
services are often associated with long-term care services provided at home but they can be delivered in 
residential care settings as well. 

Other services within the scope of social protection imply assistance in participation in social activities, 
socializing, etc. (SHA, 2011).

In the broadest sense, observed by the place of delivery, services can be divided into those delivered 
in institutional and non-institutional settings. Non-institutional services are more often than not called 
community-based services, as a broader term covering also services delivered in home settings (Pratt, 
2010). 

Residential care services are LTC services – help in basic and instrumental activities of daily living (ADL 
and IADL) and nursing/medical care services – delivered in an institution where the recipient also resides 
(OECD, 2005). Such services are provided in nursing homes, retirement homes and in residential settings 
such as assisted living facilities6.

Nursing homes are institutions providing nursing and personal care to dependent (ADL) users (OECD, 
2005). 

Assisted living facilities are residences, mostly apartments, offered in combination with professional care 
service. 

Community-based services comprise services delivered in home settings and other services such as, for 
instance, day care and respite services7

6  OECD (2007) sees institutional and residential home settings as different categories while in a later OECD report (2011) these are classified in the same 
category. 

7  OECD (2011) classifies all these services, including respite and day care services as services delivered at the recipient’s home, explaining that such services 
actually enable the recipient to keep living at home. 
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Home care services are LTC services delivered to the recipient in home settings. It includes personal care 
service (help with basic activities of daily living, ADL) and domestic help services (help with instrumental 
activities of daily living, IADL).  

Respite care is an arrangement of short-time, temporary care aimed at giving the full time carer a short 
break from his regular duties (OECD, 2005).

Day care service is a service of day-time care and monitoring providing relief to the recipient’s family 
looking after him “night and day” thus enabling the recipient to stay in home settings for an extended 
period of time, delaying his institutionalization. Besides care and monitoring, day care service provides a 
possibility for social interaction and offers other programs (Pratt, 2010).     
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2. LONG-TERM CARE MOdELS

Classification of the long-term care model could be addressed in a similar fashion as the classification of 
the welfare state model and its individual parts, such as pension, healthcare and similar. 

However, such attempts are typically faced with the problem of the high diversity of systems and the 
wide range of variables that can be used in the classification process, and this problem is even more 
pronounced in this case. The basic elements of the long-term care system are the underlying philosophy 
of the system (who is responsible for delivery - the family or the state), the way in which the state organizes 
care (services, cash benefits, a combination of the two), the financing of the system (social insurance or 
budget) and the level of generosity of the state. All these elements are difficult to take into consideration 
simultaneously so numerous authors resort to classifications based on only one or two of the above 
criteria. 

Thus, for instance, Antonen and Sipila (1996) classified the social security systems across Western Europe 
based on the manner of organization and scope of services. They identified the “Scandinavian Model” 
which is based on comprehensive services organized by the government, the “Traditional Model” 
based on family care with a limited provision of services, the “British Model” where the government is 
responsible for provision of services, but only to a limited number of recipients, i.e., residually8 , and finally, 
the authors also recognize the “Subsidiary Central European Model”  as a separate category, combining 
the responsibility of the family with the state assistance. 

Similarly, based on the issue of the allocation of responsibility for LTC, Shultz (2010) believes that European 
social care models can be generally classified in three categories: models that entail the responsibility 
of the state (state models), models where the responsibility rests with the family (family models) and 
subsidiary models where the responsibility lies with the family with support from the state. 

8  Only to those who have passed the material situation check
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Table 1 Different classification of the LTC system

CLASSIFICATION CLASSIFICATION CRITERIA MODELS MODEL CHARACTERISTICS

antonen and Sipila 
(1996)

Manner of organizing services/
scope of services 

Scandinavian model 
traditional model
British model
Subsidiary central 
european model 

comprehensive services organized 
by the state 
family care with a limited scope of 
offered services
State provides services residually 
(to the indigent)
combines family responsibility 
with state assistance   

Shultz (2010) responsibility

State responsibility 
model
family responsibility 
model
Subsidiary model

responsibility lies with the state
responsibility lies with the family 
with state assistance 
Scandinavian countries, austria, 
germany, italy, the czech 
republic, england

rodriguez (2011)
Manner in which the state 
organizes care

Service delivery model
cash benefits model
Services upon means 
testing

financed from  tax revenues 
(nordic countries)
financed from earmarked social 
insurance (germany, Japan, Korea, 
luxemburg and the netherlands)
covered by health insurance 
(Belgium)  

colombo et. al. (2011) 
Scope of entitlements 
(universal vs. targeted)

universal systems with 
common programs. 
Mixed (a mixture of 
several universal or a 
mixture of universal 
and targeted benefits)
targeted systems

parallel universal schemes 
(Scotland and countries of 
southern and eastern europe)
Systems with universal benefits 
the sum of which depends on 
recipient’s income (france, ireland, 
austria)
combination of universal 
and targeted social benefits 
(Switzerland, the uSa and 
england)

Kraus et. al. (2011)

organizational depth (access/
entitlement, availability of cash 
benefits, possibility of choosing 
care providers, checking the 
quality of service, system 
integration/coordination)
financial variables: 
participation of public 
expenditures in gDp and 
recipient’s  participation 

first cluster
Second cluster
third cluster
fourth cluster

the best organization and highest 
generosity (Scandinavia, the 
netherlands, germany, france and 
Belgium)
Medium organizational depth 
and generosity of the system 
(england, Slovenia, italy, Spain, 
austria, finland, latvia)
Modest system with deeper 
organization (estonia, Bulgaria, 
Slovakia and the czech republic)
Modest system with “shallower 
organization” (lithuania, 
romania, poland and Hungary). 
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Rodriguez (2011), relying mostly on the way the state organizes care, divides European countries into 
three groups: those providing services (Scandinavian countries), those granting cash benefits (Austria, 
Germany, Italy, the Czech Republic) and those providing services based on the prior verification of the 
material situation (England).

Colombo et. al. (2011) are of the opinion that while LTC coverage comprises a complex mix of services, 
benefits and schemes, it is still possible to distinguish clusters of countries with a similar approach. By 
taking into account two of the criteria - the scope of entitlements (universal vs. targeted) and whether 
the system is set up as a   single program or as a combination of measures, they place LTC systems in the 
OECD countries   into three different clusters: universal systems with a single program, mixed systems 
which could be mixtures of several universal programs and mixtures of universal and targeted benefits. 
Within the above division, they also distinguish certain sub-groups based on additional characteristics 
such as, for instance, how the system is financed (contributions or taxes), whether the program is part of 
the health insurance, etc. 

Within the first cluster (universal systems with a unique program), Colombo et. al. (2011) differentiate 
systems financed from tax revenues, e.g., Nordic countries; then systems with a separate social insurance 
coverage which they find in Germany, Japan, Korea, Luxemburg and The Netherlands and those organized 
as part of health insurance coverage, the so called “medical model” implemented in Belgium.

Within the second cluster, comprised of the so called mixed systems, Colombo et. al. (2011) differentiate a 
sub-group of systems with parallel universal programs where medical care, for instance, is financed from 
the health insurance system, while in parallel, there are programs for financing personal care. Typical 
examples of these systems are those applied in Scotland and countries of eastern and southern Europe 
which combine universal access to nursing and medical care homes through the health insurance system 
while at the same time, there are cash allowances to cover care costs, typically at home. The second 
sub-group is comprised of systems with universal benefit payments the amount of which depends on 
recipient’s income, and such systems exist in Ireland, Australia and France but the authors count Austria 
in as well because of the country’s 24-hour care allowance9. The third sub-group consists of the countries 
which combine universal benefits with social ones handed out upon verification of the financial situation 
(“means-tested” benefits) – Switzerland is among those countries, securing universal access to nursing 
(medical) care through mandatory health insurance but the country also provides complementary cash 
benefits towards the cost of personal care but only to those who lack sufficient income and property.

Finally, Colombo et. al. (2011) identify also the third cluster of countries with systems where LTC is part of 
the social security (aid) network, where the benefits are awarded based on a person’s material situation  
- traditionally this cluster is reserved for the USA and England although England also grants a universal 
cash benefit but in a somewhat lower amount. 

As part of European Commission’s ANCIEN project10, Kraus et.al (2011) tried to classify LTC models applied 
in European countries taking into account numerous variables in a cluster analysis. The classification was 
carried out in two ways.

First, a classification was done based on the index describing characteristics of the system and the index 
describing financial generosity of the system, created using the following ordinal11 variables generated 
from data from a questionnaire specially designed for this purpose. The variables defining organizational 
depth are: access/entitlement (in what way the right is acquired in the system), availability of cash benefits, 
possibility of choosing care providers, checking the quality of the system, integration/coordination of the 

9  In 2007,  Austria  introduced this type of allowance, which is granted only to those with insufficient means. All other cash benefits in Austria, and there 
are seven levels of those, do not depend on the size of someone’s income (more about Austria further below in this chapter). 

10  “Assessing Needs of Care in European Nations (ANCIEN)”, initiated by the European Commission and financed through FP7.

11  Numbers measured on the ordinal scale
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system and two financial variables: participation of public expenditures in the GDP and participation 
of recipients in covering expenses (whether or not they participate). The cluster analysis based on the 
foregoing two indexes identified four clusters. In the first cluster (which is the best from the recipients’ 
aspect because it ensures the best organization in terms of accessibility of services, possibility of making 
choice and generosity of the LTC system) are Scandinavian countries, The Netherlands, Germany, France 
and Belgium. The second, “medium”, cluster, groups the countries with a medium quality organization and 
financial generosity of the system, although one should bear in mind that they differ from the first cluster 
countries more in terms of organizational depth than in terms of financial generosity.  In this cluster, we 
find England, Slovenia, Italy, Spain, Austria, Finland and Latvia. The third and the fourth cluster in which 
expenditures on LTC do not exceed 0.5% of GDP gather the countries of eastern Europe although they 
can be further divided based on the organizational depth - thus, Estonia, Bulgaria, Slovakia and the Czech 
Republic are in the cluster of countries with a “deeper” organization and Lithuania, Romania, Poland and 
Hungary rely on a “shallower” organization of the LTC system. 

The other way the authors used to make their classification is based on quantitative indicators such as 
public and private expenditures on LTC expressed as a percentage of GDP, the number of recipients over 
65 years of age receiving  formal  or informal care, expressed as a percentage of the total number of 
people over 65, etc. By applying different methods of cluster analysis, the authors obtain different results. 
In summary, the Scandinavian model clearly stands above the others only when fewer variables are taken 
into account while all other clusters are quite heterogeneous.

All this means that it is very complicated to classify LTC systems, for two basic reasons: First, LTC systems 
are obviously complex given the fact that this area covers both the health and the social sector, combines 
cash allowances and services delivered by different care providers who are selected in different ways, etc. 
Secondly, LTC systems were designed quite late, except in the Scandinavian countries, so the question is 
whether their historical differences are present and recorded as accurately as in other segments of the 
welfare state, such as, for instance, the pension or the healthcare system12.       

Speaking about the EU countries, the conclusion can be drawn that, save for the Nordic model which 
clearly stands out among the others, all other countries have very diverse systems based on different 
combinations of social benefits, sources of financing, organization, criteria for granting rights, different roles 
of health systems, which makes these systems very difficult to classify and define. The system used in The 
Netherlands comes closest to the Nordic one, in terms of state responsibility and generosity of the system 
although it is organized as part of the health insurance and financed, for the most part, from contributions. 
On the other hand, although the English model is often singled out as a special one and classified as a 
social aid model or a residual model, one should note that these characteristics can be attributed only 
to the services segment while cash benefits disbursed in the country are universal in character. However, 
since the cash benefits are quite low, this model is  singled out as an independent model we call the English 
liberal model in which the individual/family is primarily responsible to provide assistance and care while 
the state is responsible only for the poorest and only symbolically for all other persons in need. In addition 
to the above two models, we differentiate the southern/eastern European model, primarily based on family 
care. Lastly, most countries have adopted mixed models featuring different mixtures of services and cash 
benefits, different organizational settings and different LTC coverage. 

Herein below, is an overview of the most important and developed LTC models in the EU. Although 
Serbia typically compares itself to the countries which joined the EU as of lately (the so called transitional 
countries), they are excluded from this analysis since the LTC system in these countries is still in its infancy.

12  Reimat (2009) tried to test whether the LTC systems are conditioned by historical heritage in terms of different welfare states (the so called „path of 
dependence“) or they converged during the process of creation. She demonstrates, although not through a fully adequate choice of variables, that 
historical heritage had a strong influence upon development of these systems. 
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2.1 The Nordic Model – Universally Accessible Services, 
 Financed from Tax Revenues

Тhe long-term care system in Nordic countries started to develop already in the late 40’s and early 50’s 
of the last century (Karlsson et al., 2010). A key characteristic of this model is the state’s strong role in 
providing highly advanced long-term care services through the local government that available to all those 
who need them.

However, it is worth noting immediately that the role of the family is still extremely important in these countries, if 
not dominant (Daatland, 2012). In fact, some studies have assessed, for instance, that the ratio of state and family 
involvement in providing support for activities of daily living (ADL) is 50:50, but that if emotional and social support 
were to be taken into account as well, then the role of the state would actually be significantly reduced (Daatland, 
2012 and Huber, 2009).

The key characteristics of the Scandinavian model are integrated LTC policies, universal service coverage, 
significant autonomy of municipalities in organizing and financing services through taxes.

Services are the key instrument of long-term care in Scandinavia, They are comprehensive and available to all those 
who need them, irrespective of their financial situation, although cost participation is required in some countries 
(Sweden, for instance). In addition to personal care, other services are provided as well, such as housekeeping, 
assisted living, support for housing adaptation and purchasing aids (Colombo, 2011).

Although institutional accommodation and care have been registering a sharp decline in the past 20-30 years, 
they still exist, and are at a very high level. Nursing homes mostly have single bedrooms, and a very high 
staffing ratios – one staff member per bed (Daatland, 2010).

Local governments have an extremely important role in organizing, providing and financing social services, 
equally, while oversight and legislation are centralized. Local governments also have tax collection authorities, 
and the state usually co-funds long-term care services through unrestricted transfers (Colombo, 2011).

The state or municipalities were the sole providers of services until the early 90’s, which is  when Sweden 
introduced private sector providers. Denmark did the same in the early 2000s. The choice between public and 
private sector providers is more limited in Norway (Karlsson et al., 2010). In Nordic countries, as a rule, the 
right to choice can be exercised through a system of vouchers, which the beneficiaries use to buy services from 
licensed service providers. Surveys that assessed the effects of the introduction of the voucher system have 
shown higher user satisfaction, but no clear proof of greater efficiency (Colombo, 2011).

The universal availability of high quality and comprehensive services results in rather high public expenditures for 
long-term care ranging from over 2% of GDP in Denmark, to as high as 3.6% in Sweden (Colombo, 2011).

As regards the LTC services coverage of the 65+ population, it is quite high – 15% on average. According 
to OECD data, in 2006 in Sweden approximately 9.8% of the population aged 65 and over was supplied 
with LTC services at their homes, and approximately 6.8% in residential care homes, while in Denmark, 
4.8% received services at home and 9.5% in residential care homes13. A s regards Norway, in 2008 around 
5.5% of the 65+ population received services at home and 12.4% in residential care homes, and in Finland 
7.6% at home and 4.6% in residential care homes. We have to take into account that residential care also 
includes alternatives to traditional residential care, such as “assisted living” and similar (Daatland, 2010).

13  Around 5% of the elderly population is places in traditional residential care homes (OECD, 2010; presentation of the Ministry of Social Policy 
and Integration, Kingdom of Denmark).
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2.2 The Netherlands – Universal Support, 
 covered by Health Insurance

Just as in Scandinavian countries, the philosophy of the Dutch model is that the state is responsible for 
providing long-term care.

In the Netherlands, the long-term care system has been in place since 1968, as part of the health insurance 
system, specifically within mandatory insurance for “extraordinary” medical expenditures (AWBZ)14. In 
addition to long-term care, this insurance also covers costs related to all kinds of chronic illnesses, to be 
precise, all higher costs that private insurance would not cover (Mot, 2010).

An independent institution, the Centre for Care Assessment - CIZ15 assesses who will be assisted by 
the AWBZ. The criteria are the functions that the potential beneficiary can perform. There is no general 
classification of the disability level; instead, the required support is assessed for each beneficiary 
individually, based on clear instructions.

As regards long-term care, the AWBZ covers personal and medical care, day-care, personal assistants 
and residential care homes, including institutions for the care of persons with disabilities and psychiatric 
institutions. Although informal family support plays a less important role compared to other countries, 
there is a possibility for the AWBZ to fund respite services (Mot, 2010).

Except for in the case of placement in residential care homes, the beneficiary can opt for either services 
or financial support. Financial support is disbursed in the form of a “personal budget”, which is 25% lower 
in value than the service. If the beneficiary opts for financial support, he must prove how the funds were 
spent, i.e. that they were used to purchase services (in purchasing services the beneficiary is free to choose 
a service provider). The financial support ranges from EUR 15,000 to 18,000 per year, depending on the CIZ 
assessment, which is approximately at the level of the minimum wage (Colombo, 2011 and EUROSTAT). 
Also, the service provider is entitled to an additional non-taxable allowance of EUR 250 annually (OECD, 
2011e; European Commission, 2011b).

The organization of services covered by the AWBZ insurance is the task of the regional offices. The 
Healthcare Inspection (IGZ) oversees the quality of services, while the Healthcare Directorate (NZA) is 
responsible for monitoring (Mot, 2010).

Domestic/home help was also covered by this insurance until 2007, and then transferred to social 
protection. This service is now funded from the central budget, by making block transfers to the local 
communities responsible for organizing the service. The local communities assess who needs the 
service16. They are independent in organizing the services in the way they believe is most efficient, but 
they have to provide the beneficiary with housekeeping, and mobility within and outside the household 
and social contacts.

In addition to domestic help services, social protection funds also cover “meals on wheels”, the transport 
of users and housing adaptation.

According to OECD data, in 2008, approximately 6.7% of the elderly population was placed in residential 
care homes, while around 12.9% received home care services (OECD, 2011e). Informal family care does not 
play a relevant role as in continental and southern Europe. Estimates and data from 2006 indicate that the 

14  Health care in the Netherlands is covered by two separate insurance schemes.

15  Centrum Indicatiestelling Zorg (Centre for Care Assessment)

16  In this process the local communities often rely on other institutions. For instance, 52% of local communities perform the assessment together with the CIZ or some other 
organization, 28% of local communities perform the assessment independently, while 21% leave the assessment to the CIZ or other organization (Mot et al., 2010).
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demand for LTC services totals between 700 and 800 thousand elderly, of which 150 thousand is placed in 
residential care homes, 490 thousand uses home care services (including those who use this service only 
occasionally), 88 thousand are recipients of cash benefits (including adult persons with disabilities, which 
means significantly fewer elderly people), while 157 thousand receives informal family care (Mot, 2010).

The AWBZ is financed from contributions, cost participation and taxes in case of deficit. The contribution 
rate amounts to 12.25% of total income with an income “ceiling” that amounted to EUR 32,000 per year 
in 2009 (Maarse, 2012 and MISSOC, 2012)17. Cost participation differs between institutional and non-
institutional beneficiaries. For services provided outside institutions that are covered by the AWBZ, the 
beneficiaries participate with EUR 12.6 per hour. However, in setting the amount of cost participation for 
home care, not only the income of the beneficiary, but the composition of his household and age are also 
taken into account. For instance, for an elderly, single person with an income below EUR 14,812 per year, 
cost participation cannot exceed EUR 17.2 for four weeks, while the maximum cost participation for the 
same person with EUR 40,000 of income is EUR 308, which is cca. 15% of the total price. The participation 
for domestic help is calculated in a similar way. As regards residential care homes, there are two levels of 
participation. The lower level applies in the first six months spent in the residential care home or in some 
special cases, such as for instance the situation when a partner remains in the joint household and lives 
independently. The share of participation amounts to 12.5% of income and ranges from a minimum of 
EUR 141.2 to a maximum of EUR 741.2 per month. As regards the higher level of participation, when the 
beneficiary stays in a residential care home for longer than six months, the maximum participation is EUR 
2,000 per month (Mot, 2010).

Total public expenditure for LTC amounts to 3.5% of GDP, which is significantly higher than the OECD 
average, in fact, the highest LTC expenditure after Sweden. In 2009, the share of cost participation of the 
beneficiaries accounted for 8% of total costs (Maarse, 2012).

As regards the reform process in the Netherlands, the focus is primarily on the sustainability of the system 
and reduction of costs. In this sense, individual responsibility for the elderly is promoted, considering that 
informal family care is used to a minimum extent even though there is great labor market flexibility in terms 
of working hours (Mot, 2010). Another important issue is cash benefits (the so called personal budgets). 
The number of beneficiaries of personal budgets increased significantly, from 13 thousand in 1998 to 148 
thousand in 2008 (Maarse, 2012). A study has shown that as many as two-thirds of the financial support 
recipients would not apply for LTC services, in other words, there has been a “monetarization of informal 
care” (Maarse, 2012:25). Although it is believed that this support offers great advantages to beneficiaries, 
the Health Secretariat has announced a partial abolition of personal budgets in 2013/2014 (Ibid). 
Furthermore, the savings of beneficiaries are also taken into account in calculating their participation in 
the costs of placement in residential care homes (Maarse, 2012 and OECD, 2011e).

17  Once again, it must be noted that the AWBZ does not cover LTC.	
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2.3 Belgium – The “Medical” LTC Model 

The LTC system in Belgium is a mixture characterized by extensive formal care funded by the state along 
with complementary informal care within the family (Willeme, 2010). Long-term care in Belgium is 
primarily seen as a health risk, so the institutional arrangement reflects this so-called “medical” model of 
long-term care (OECS, 2011b). 

The system is quite complicated because of the complex organization of competences within the state18. 
The major part of the services is covered by medical insurance while the “communities” i.e. regions are 
responsible for services with a social protection component (Segaert, 2012). The Flemish community 
established a special LTC scheme in 2001, which is mandatory for the population living in Flanders, and 
voluntary for the inhabitants of Brussels (Willeme, 2010).

The assessment of the needs for LTC services may be performed by a general practitioner, a qualified 
nurse and/or social workers based on a universal scale. In the next instance, the assessment is performed 
by a medical professional working with the service provider. Thus, there is no special independent body 
tasked with performing ex ante needs assessments, however, ex post evaluations are performed routinely 
by the National Health Insurance Institute. Following the assessment, the beneficiary gets a certain 
number of points on a variation of the Katz scale, which indicates the level of disability (Ibid).19 

The system is designed in such a way so that anything health-related is covered by health insurance with 
a minor participation of the beneficiary, while all other costs are covered by the beneficiary. Beneficiaries 
with insufficient means may get additional support from the state. 

The LTC system consists of cash benefits and services, but it can be said that services are the more 
important component of the system.

There are two types of cash benefits. At federal level the elderly assistance allowance is provided to 
persons with a minimum of seven points on the scale, which takes into account IADI and ADI limitations. 
The amount of this allowance depends on the financial situation of the beneficiary, taking into account 
both income and property. In 2010, the allowance ranged from EUR 925.06 to EUR 6,209.71 per year. This 
means that, when compared to the minimum wage of almost EUR 17,000 per year, the highest allowance 
was a little lower than 40% of the minimum wage (Colombo, 2011 and EUROSTAT)20.

The cash benefits provided to the population of Flanders are universal, i.e. independent of the financial 
situation, but conditional upon minimum five years residence in Flanders or Brussels and payment of 
contributions. This benefit amounts to EUR 130 per month, i.e. EUR 1,560 per year, which is less than 10% 
of the minimum wage.

Services organized by the health insurance fund are home medical care, residential care homes, day-care 
and respite services, and assisted living services. Home care services (personal care and domestic help) 
are in the competence of communities. There is a partial overlap of home care services provided by health 
insurance and by the communities (Segaert, 2012).

Many LTC beneficiaries are placed in residential care homes – around 59% of LTC beneficiaries, i.e. 6.6% of 
the population aged 65 or over. Residential care homes provide two types of accommodation – retirement 
homes for the elderly who have moderate difficulties in performing activities of daily living and nursing 
18  The division into regions in Belgium is complex because there are various different communities, (the Flemish, French and German communities). As a result, the LTC 

system is also quite complicated.

19  A scale used for assessment of ADI dependence

20  A similar benefit designed for people from 21 to 65 years of age is the so-called “integrated allowance”. The amount of this allowance is a little higher, ranging from 
EUR 1,100 to almost EUR 10,000 per year (MISSOC)
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homes for beneficiaries who are dependent and demential. The price of residential care homes is usually 
divided into “hotel costs” borne by the beneficiary, which amount to EUR 1,185 per month on average, 
and care costs covered by health insurance (OECD 2011b; Colombo, 2011).

As regard home care, this service is in the competence of the region, but there is a partial overlap with 
home medical care covered by the health insurance (Segaert, 2012). In order to curb the gray economy 
in this area, a system of vouchers was introduced in 2003, for the most part subsidized by the state (ccа. 
EUR 13 per hour), while the remaining EUR 7.5 per hour are paid by the beneficiary, and this amount is 
deducted from annual taxable income (Willeme, 2010).

The LTC system is funded from different sources. Anything that is related to medical long-term care is 
covered by health insurance, i.e. from contributions and partially supplemented from the budget. 
The beneficiaries participate in covering the costs, but to a certain extent – according to the so-called 
“maximum billing system“. From February 2010, the participation in the costs of medical home care was 
reduced from 15% to 10% (Segaert, 2012).

Cash benefits are funded from the federal budget. Universal subsidies for the population of the Flanders 
are partially financed from contributions amounting to EUR 25 per year and partially taxes. As regards 
home care, which is in the competence of the region/community, the major part is funded from taxes, a 
smaller share from contributions, and a little more than 10% from the participation of the beneficiaries 
(Willeme, 2010).

Total public expenditures for LTC in Belgium are around 2% of GDP, with the greatest share allocated to 
placement in residential care homes (OECD, 2011b and Huber et al., 2012).

2.4 France – Cash Benefits are Means-Tested and 
 their Use is Monitored

The long-term care system in France is mixed and is founded on two pillars. The first pillar is medical 
insurance, which covers medical costs in residential care homes, long-term care wards in hospitals and 
home nursing care. The second pillar is the system of cash benefits (APA – independence loss allowance), 
which aims to provide support for funding the costs of care that are not covered by health insurance 
(Palier et al., 2012)21.

The assessment of LTC needs, the defining of a special package of services for each user, monitoring 
and evaluation of services and the funding of the major part of the APA falls within the mandate of local 
communities22 (Joël et al., 2010).

The LTC needs assessment is performed on the basis of a national standardized independence scale, 
the so-called AGGIR scale. According to this scale, the elderly population is classified into six levels of 
independence, where AGGIR 1 is a fully independent person, and AGGIR 6 an independent person (Joël 
et al., 2010).

Old-age allowances, the so-called APA, are granted to people over the age of 6023 classified in the first 

21  Health insurance in France is divided into four sectors: ambulatory care, hospital care, addiction treatment and social care which includes LTC (http://www.cnsa.fr/
article.php3?id_article=364).

22  The so-called “departments” – the 96 territorial and administrative units in France.

23  The retirement age in France is 60 (65 is the requirement for full pension), so this is possibly the reason for why the elderly population is defined as people over the 
age of 60 (Stanić, 2010). The “disability allowance” is a similar benefit for the population below 60 years of age and the amount is a little higher (MISSOc, OECD 2011c).
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four AGGIR groups, regardless of whether they are in a residential care or home care setting. This is a 
universal allowance, but its amount depends on the beneficiary’s income and dependence category. In 
2010, it ranged from a minimum EUR 529.56 for category four to a maximum EUR 1,235.65 per month for 
category one of dependence, which means that the highest amount of allowance is set at around 93% 
of the minimum wage (OECD, 2011c and EUROSTAT). However, the maximum amount is granted only to 
low-income beneficiaries, the higher the income the APA is progressively reduced, up to 80%. Specifically, 
elderly people whose income is below EUR 689.50 per month are exempted from participation, which 
means that they get the full allowance, while the participation for those with income over EUR 2,600 per 
month can amount up to 90% of the price of the service (Palier et al. 2012 and Alzheimer Europe, 2012).

The average amount of the APA for residents in residential care homes in 2007 amounted to EUR 410 (Joël 
et al., 2010). APA goes to cover a major part of the “dependence” costs, while the remaining 33% of the 
costs are covered by the residents themselves (OECD, 2011c). In the case of home care, the average APA 
amounted to EUR 490 in 2007, while the participation of the beneficiaries in the costs was on average EUR 
88 i.e. about 15% of the price of the service (Joël et al., 2010).

An important characteristic of APA is that its use is monitored. The beneficiaries must pay for professional 
help or hire a family carer, except for the spouse (Riedel and Kraus, 2011).

APA can be disbursed in several ways. One is by direct payment to the provider of home care services, 
and this can be the municipality, a non-profit organization but also a commercial business. The APA can 
аlso be paid to the beneficiary’s bank account as a cash benefit, but the beneficiary is required to prove 
that the money was spent on professional services or that a carer was hired by the beneficiary to provide 
the services. Another way to disburse the APA is through employment vouchers (CESU – “chèques emploi 
service universel”), which facilitates the formal employment of workers providing “personal services”, 
such as home care, babysitting, etc. In fact, paying the carer for the service with a voucher automatically 
formalizes his/her employment status, without the need to sign a special agreement and similar. Some 
tax reliefs are provided as well, such as exemption from payment of contributions for all elderly people 
over the age of 70 who hire someone to provide home care services, and also exemption from payment 
of income tax on the first EUR 10,000 of all dependent beneficiaries, and an additional EUR 2,500 for those 
in residential care homes (OECD, 2011c).

Of a total of 1,174,000 APA recipients in June 2010, which is 11% of the elderly population, slightly over 
60% are users of home care services, and around 40% are in residential care homes (CSNA, 2013).

Over 6.7% of the 65+ population in France is placed in a residential care setting. Residential care homes 
include around 6,500 traditional retirement homes, around 2,800 assisted living units and around 900 
nursing homes, of which 57% is state-owned, 27% are non-profit organizations and around 16% are 
private institutions (OECD, 2011c).

The costs of residential care are divided into three groups: medical costs, “dependence” costs, and “hotel” 
costs. The resident covers “hotel” costs, unless he/she has insufficient means, in which case he/she can 
apply for an allowance to cover the housing costs. The resident also covers the “dependence” costs, but 
with the help of the cash benefits that he/she gets from the state (Ibid). The medical care costs are covered 
by health insurance. According to Joël et al. (2010), the “hotel” costs account for 60% of the total cost, 
medical care costs for 30% and “dependence” costs for 10% of the total cost of a residential care home.

As regard funding, the APA is funded at the local level, however, since 2004 it is partially (cca. 33% of 
the total APA amount)24 covered and disbursed by the National Solidarity Fund for Autonomy (CNSA), 
which is funded from health insurance contributions, taxes and the special 0.1% “solidarity tax”, which 

24  The remaining part (almost 70% of the APA amount) is funded by the local communities.
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is basically a payroll tax. Also, the CNSA introduced the so-called “solidary contribution for autonomy” 
in the form of a national solidarity day, which companies donate by working for “free”, in other words, all 
employees waive one per diem per year (Joël et al., 2012). This contribution corresponds to around 0.3% 
of the total annual company income and accounts for 12% of the total CNSA budget (CNSA and Ministry 
of Health and Social Policy, 2012).

In addition to financing, the CNSA is also tasked with ensuring the equal territorial treatment of 
beneficiaries, in terms of eliminating possible regional differences and providing expert support for 
LTC. Thus, the CNSA is at the same time a “fund” providing financial assistance and an agency providing 
technical assistance (Joël et al. and CNSA 2012).

Total public expenditures for LTC in France amounted to 1.7% of GDP in 2008 (Colombo et al., 2011). 60% 
of that is covered by health insurance, 20% by the local government, 15 % by the CNSA and 2% from the 
state budget in the form of tax reliefs (Joël et al., 2010).

As regards the reform process, the idea to introduce the so-called “fifth social insurance” – LTC insurance 
was conceived in France in 2007, but was subsequently abandoned because of the financial crisis (Ibid).

It is worth noting that France has the most developed LTC private insurance market, along with the U.S., 
and the most developed one when it comes to population coverage – 15% of the population over the age 
of 40 is insured, compared with 5% in the U.S. (OECD, 2011c).

2.5 The German System – Mandatory Insurance, 
 Combination of Allowances and Services

Germany established its LTC system only in January 1995, by introducing mandatory insurance for long-
term care. Until then, long-term care was primarily the responsibility of the family and the social welfare 
system for those with insufficient means (Gledenning and Morane, 2007; Degavre, 2012).

Long-term care insurance is directly linked with health insurance, hence, all health insurance beneficiaries 
(whether social or private) are automatically covered by long-term insurance, either social or private 
(Augurzky and Mennicken, 2012). Considering that insurance is mandatory for all employees, and that 
all those who are not employed are insured through their family members, the right to long-term care is 
practically universal.

This right can be exercised by anyone who has been paying contributions for a minimum of two years 
over a period of ten years preceding the application, who fulfill the medical requirements for long-term 
care, regardless of their age and income (OECD, 2011d; Shultz, 2010).

The insurance covers three types of benefits: cash benefits, home care and residential care homes. The 
beneficiaries choose the type of benefit, or a combination of cash benefits and services.

The cash benefit (care allowance) is considered as assistance for informal care, while the services and 
residential care homes are considered as formal care (Augurzky and Mennicken, 2012).

There are three levels of cash benefits, and all are significantly lower than the value of the services, even 
lower than half the value. If we compare the highest benefit with the minimum wage of a cleaner, for 
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instance, which is approximately EUR 1,500 gross per month25, it is less than 47% of the minimum wage.

Generally, the cash is then used to “compensate” family members for the informal care support they 
provide (Degavre, 2012). In the case of informal carers who provide more than 14 hours of support a week 
and are unemployed (or employed for less than 30 hours a week), the long-term care insurance fund also 
covers their pension contributions (Shultz, 2010).

To improve the quality of care, twice a year the cash benefit recipients are required to contact the 
professional care provider responsible for reporting to the insurance (Shultz, 2010).

Table 2. Long-term care benefits, Germany, 2012

Minimum daily care 
required  Cash benefit Home care services Residential care 

services

level i > 90 min. 235 €  450 € 1,023 €

level ii > 180 min. 440 € 1,100 € 1,279 €

level iii > 300 min. 700 € 1,550 € 1,550 €

Serious cases ... ... 1,918 € 1,918 €

Source: Augurzky and Mennicken (2012) and German Ministry of Finance, 2012.

Home care services entail services provided by professional carers and not informal care services provided 
by the family, and the value of these services is significantly higher than that of the cash benefits. Service 
providers are paid directly by the insurance.

The cash benefits and services can be combined. For instance, the beneficiary can use the services partially 
and receive a proportional amount of cash benefits (European Commission, 2011). Furthermore, when 
the informal carer is on holiday, the insurance covers the costs of a professional carer over a period of 
four weeks up to a maximum amount of EUR 1,550 (Schultz, 2010 and German Ministry of Finance, 2012).

As regards residential care homes, the prices are set at regional level, and the insurance refunds the costs 
of care up to a flat rate, which amounts to 46% of the total costs of placement in residential care homes, 
on average. The beneficiaries are required to cover accommodation and food costs (the so-called “hotel 
costs”) out of their own pocket, and if unable to do so, then that obligation is taken over by the family (first 
generation). If the family income is insufficient to cover the costs, then the difference is covered from the 
budget. Currently, the social welfare budget participates with 12% in financing placement in retirement 
homes. As regards investment costs, these are covered by the regional authorities (provinces), however, 
the practices differ and sometimes this cost too is “passed on” to the beneficiary. In that case the amount 
of participation in the costs becomes very high (Shultz, 2010 and Augurzky and Mennicken, 2012).

Slightly over 2% of the total population, i.e. 11% of the total elderly population is covered by some form 
of long-term insurance benefit (data for 2007, Shultz, 2010). Although the idea was that home care should 
be the dominant form of long-term care, a much higher percentage still opts for cash benefits. Specifically, 
in 2009, out of 2.34 million beneficiaries of long-term care benefits, 1.07 million, i.e. 47% received cash 
benefits, 560 thousand (24%) opted for home care services, while 720 thousand, i.e. 31% was placed in 
retirement homes. This means that around 5% of the elderly gets cash benefits, around 2.6% home care 
services and 3.4% is placed in residential care homes (Augurzky and Mennicken, 2012). Hence, if we look 
25  Germany has no single mandatory minimum wage. For  the needs of  this  study,  we took the minimum wage of  a  “ labor intensive” profession. The 

minimum wage of a cleaner is EUR 8.82 per hour (source: http://www.guardian.co.uk/money/2012/oct/26/real-cost-labour-reforms-germany?newsfeed=true)
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at beneficiaries outside residential care homes, almost 2/3 of them оpt for cash benefits. Nevertheless, a 
very mild but gradual increase of those choosing services or a combination of services and cash benefits 
is noticeable (Gledenning and Morane, 2007).

Long-term care is funded from a special contribution. The social insurance contribution rate for long-
term care amounted to 1.7% of the gross salary in 2008 and was subsequently increased to 1.95%, and 
for the population over the age of 23 with no children to 2.2% of the gross salary26. The employer and 
employee share the premium 50:50, while pensioners pay the entire amount. As regards mandatory 
private insurance premiums, they are not linked to income but to age, however, the premium amount 
may not exceed the mandatory social insurance maximum.

Total expenditures for LTC account for around 1.3 of GDP, of which 0.9% is covered by social insurance, 
and 0.4% by private insurance.

2.6 Austria – A System of Cash Benefits

The long-term care system in Austria is primarily based on cash benefits, and to a smaller extent on services 
provided at local level. This system was established in 1993 with the introduction of a universal cash 
benefit under the competence of the Republic and to some extent of the regions (provinces). In 2012, the 
competence for cash benefits was fully transferred to central level. Services are under the competence of 
the provinces, and are delivered in cooperation with the local communities (Fink, 2012).

Any individual with physical, mental or psychological disabilities, including sensory ones, is entitled to 
benefits. An additional eligibility requirement is that these conditions are expected to last for six months 
or more and that the given level of disability requires a minimum of 60 hours of care per month. The right 
is conditional only on the need, and not on the income of an individual/family, or age, or on how the 
disability occurred (BMASK, 2012).

The decision on the level of support is made by the physician, with the involvement of experts of other 
profiles (the professional carer, for instance), and the medical check-up is performed at the beneficiary’s 
home. Regulations, on which the decision is based, stipulate the exact time needed for performing each 
daily activity (dressing, undressing, feeding, etc.).

There are seven levels of cash benefits depending on the gravity of the disability. Appraising the amount of 
the benefit relative to minimum income is difficult because Austria has no mandatory minimum income, 
in fact, the minimum income is determined for each sector through collective bargaining. Roughly, we 
can say that the highest benefit (category VII) is at the level of the minimum wage27. Despite that, benefits 
are below the market price of services of professional caregivers, and most beneficiaries are covered by 
informal care. According to the latest data available, presented in the ASPIS report for 2012, 58% of the 
total population in need of care gets informal long-term care, 24% a combination of informal care and 
local community-based formal services, 16% is placed in residential care homes, while only 2% pays for 
assistance and care.

26  The reason why contributions were increased is that expenditures exceeded income, which resulted in the decrease of the reserve fund accumulated in the first 3-4 
years following the introduction of long-term care insurance (Augurzky and Mennicken, 2012, and  Arntz et al., 2007)

27  If we take into account that, for instance, at the beginning of the year the minimum income negotiated for the tourism sector was EUR 1,455 per month (source: http://
www.wageindicator.org/main/collective-bargaining/2009/austria-1450-euro-minimum-wage-demand-in-the-tourism-sector-march-23-2012), and that in Austria 
people get 14 salaries per year.
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Table 3. Benefit amounts and level of disability

Number of hours Amount (EUR)

category i > 60 hrs 154.20

category ii > 85 hrs 284.30

category iii > 120 hrs 442.90

category iv > 160 hrs 664.30

category v > 180 hrs* 902.30

category vi > 180 hrs* 1,260.00

category vii > 180 hrs* 1,655.80

* Additional qualitative criteria with additionally gradually differentiated needs and quality of care (presence intensity on weekends, nights).
Source: BMASK (2012)

In addition to these seven levels of benefits, in order to provide 24-hour home care services, the Ministry 
developed a support scheme in the form of an extra allowance amounting to EUR 1,100 for employment 
contracts or EUR 550 for service contracts (self-employment). A contract with a carer must be stipulated 
either with an individual who possesses the appropriate qualifications or professional license, i.e. who is 
able to adequately care for the applicant for a period of six months or longer, or by an NGO service provider.

To qualify for this payment, an individual in need of this type of care must meet the requirements at least 
for level 3 support, according to the law regulating the right to long-term care cash benefits. In addition 
to that, this extra benefit is means-tested – meaning that the income of the beneficiary should not exceed 
EUR 2,500 per month, not taking into account the long-term care allowance, child allowance and housing 
allowance in calculating the total income. For every additional dependent family member the “eligible” 
total income is increased by EUR 400. The property of the beneficiary is not taken into account (European 
Commission, 2012a).

The services are under the competence of the provinces (regions) and are implemented in cooperation 
with local communities and non-governmental organizations (Fink, 2012).

As regards residential care homes, the beneficiary is required to fund the stay from his own income 
and property, primarily the pension and care allowance. If the beneficiary has insufficient means, the 
difference is covered from the central budget. In that case, the beneficiary retains 20% of the pension and 
10% of the level 3 care allowance as “pocket money” to participate in covering the costs for medicines and 
similar. The entity that finances social welfare (the province) may request the family to refund these costs 
(the so-called regress), but the practices vary. Also, in 2009, the law was amended so that the refund can 
be requested only from the spouse and not from the children, which resulted in the automatic increase 
of demand for space in retirement homes (Riedel and Kraus, 2010)28. The share of the budget in the total 
funding of residential care is large, almost 50% of total costs. The income of beneficiaries (pensions and 
care allowances) account for a little more than 40%, while the families and property of beneficiaries 
participate with only 7% (Ibid).

Over 400 thousand beneficiaries are entitled to cash benefits, which is a little over 5% of the total 
population, and almost 30% of the 65+ population (BMASK, 2012, Riedel and Kraus, 2010). Slightly over 
70 thousand, i.e. 0.9% of the total population is placed in residential care homes, which is almost 5% of 
the 65+ population (OECD, 2011a).

28  For this reason, the reintroduction of the regress obligation for children was being considered again, but it is not clear whether this has been implemented (at the time of writing 
of the ENEPRI report, it was still unclear whether the so-called regress would be reinstated and in which provinces).
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The long-term care system is funded from the budget. The total costs for cash benefits in 2010 amounted 
to EUR 2.4 billion, i.e. 0.8% of GDP, and for services 1.6 billion, i.e. 0.5% of GDP, which is 1.3% of GDP in total 
(BMASK, 2012; OECD, 2011a).

2.7 English (liberal) model – Modest Universal Cash Benefits, 
 Services for the Indigent

The long-term care system in the UK is very complex, partially as a result of how it originated. The system 
was created as a part of the social welfare program intended for the indigent population only, and 
then gradually expanded and developed, whilst retaining its key characteristic, by targeting the most 
vulnerable elderly population (Comas-Herrera et al., 2010a).

Today’s long-term care system consists of a wide range of benefits within its two key components, i.e. the 
system of universal cash benefits and the complementary system of services at local level, financed only 
for the population whose property and income are below a certain level.

As regards cash benefits, the main benefit for the 65+ population in need of help is the attendance 
allowance. This allowance is paid at two different rates depending on the level of care needed as a result 
of disability. The lower rate, which in 2012 amounted to £55.10 per week (around 20% of the minimum 
wage), is paid to those who require care and help during the day or at night (low intensity attendance), 
while the higher rate of £82.30 per week is paid to those who require assistance and care throughout both 
day and night. These allowances are universal, i.e. they are disbursed to anyone in need of help and care 
irrespective of their income and financial situation29.

How the allowance is used is not monitored. Data collected through the English Longitudinal Study of 
Ageing (ELSA) show that only 27% of the beneficiaries of the attendance allowance uses formal social 
protection services, whether state-funded or private, while 44% relies on informal care. According to this 
survey, as many as 29% of the attendance allowance recipients do not get any help or care services in 
reality (Wanless et al., 2006:94).

A carer providing help and care services to the recipient of the attendance allowance for a minimum of 
35 hours per week, who is older than 16 and earns less than £95 a week, is entitled to a carer allowance. In 
2012, the carer allowance amounted to £58.45 per week, which is around 23% of the minimum wage for 
an eight-hour workday week30. In addition to this allowance, anyone providing at least 20 hours of care a 
week is entitled to a “pension credit”, i.e. allocation of pension contributions (UK Government, 2012). The 
carer allowance is not considered as income but rather as “compensation for lost income” (Comas-Herrera 
et al., 2010b:14).

According to Comas-Herrera et al. (2010b), in 2006 about 1.2 million people received attendance 
allowance, which is around 11% of the elderly, while 335 thousand also received a carer allowance. Cash 
benefits are funded from tax revenues, i.e. they are not linked to the social insurance system.

The second long-term care and assistance pillar in the UK are services and “direct payments” made instead 
of services, which are under the competence of the local community. Only those who have a very low 
income and property qualify for this type of assistance. 

29  A comparable allowance granted to beneficiaries who are below the age of 65 is the “disability living allowance”, which consists of two components – the care component 
and the mobility component. The amount of the care component is equal to the amount of attendance allowance, but there is another level which is lower (£20.55 per week) 
for those who only need assistance with preparation of food. As regards the mobility component, there are two rates – less than £20.55 and more than 
£54.05 per week.

30   The minimum hourly wage rate amounts to £6.19 (https://www.gov.uk/national-minimum-wage-rates).

LONG-TERM CARE MOdELS
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To qualify for financial assistance of the local community in covering the costs of a retirement or nursing 
home, an individual should not have property, including a home31, exceeding the value of £23,250. Even 
if the individual’s property is worth less than £23,250, he/she will still be required to participate in the 
costs with a share of the property. Only those whose property is worth less than £14,250 are not required 
to participate in covering residential care home costs with their property, but only with their income. The 
local community is required to grant the beneficiary an allowance for personal expenses of £23.5 per 
week. The beneficiaries of the attendance allowance who are also subsidized by the local community stop 
receiving the allowance four weeks after placement in a residential care home, at the latest, while those 
who pay the full price continue receiving the allowance without any change. If the retirement home also 
provides medical care, then the National Health Service (NHS) covers that share of the costs, considering 
that medical services in the UK are free (AGE UK, 2012). These are the rules that apply at national level, in 
other words equally to all local communities.

As regards other local community services, types of services, organization, criteria for acquiring access 
to them, as well as the amount of cost participation is stipulated by the local community itself. Priority 
is given to those people who are most in need of help, in terms of the intensity of help required and 
the circumstances they live in (single households), and whose income is below the ceiling prescribed by 
the local community. The central government provides instructions on the procedure for collecting cost 
participation, and these instructions recommend that the beneficiary be left an income which is at least 
25% higher than the social welfare amount (Comas-Herrera et al., 2010a). Despite this, the differences in 
services and cost participation levels differ among the municipalities (OECD, 2011f ).

The services are also provided by the local communities themselves and by private service providers who 
have been increasing in numbers in the past ten years. The local community directly negotiates the prices 
of services with them (Comas-Herrera et al., 2010a).

In the context of offering a wider range of options to the users, instead of organizing services directly, 
the opportunity was introduced for “self-management of support”. Thus the system of Direct Payments 
was introduced in 199732 for those who want and qualify for community-based services. This mechanism 
enabled users to hire personal assistants or caregivers who could not be the closest family members. 
The uptake level among the elderly was very poor (Comas-Herrera et al., 2010a). Subsequently, other 
types of support were introduced within this program, such as personal budgets, personalized budget 
pilot projects, personalized healthcare budgets, etc. There is also an Independent Living Fund designed 
to facilitate people with disabilities to live independently, functioning in partnership with the local 
community (OECD, 2011f ).

When it comes to financing services, this is a combination of block grants, local tax revenues and 
participation by beneficiaries. The healthcare component of the service is free of charge for all beneficiaries, 
it is not means-tested and it is financed from general tax revenues.

Based on all of the above, the ensuing conclusion is that the long-term care system in the UK is very 
complicated, not integrated, with substantial differences among the various local communities. 
Furthermore, due to the very strict means-testing criteria, a significant number of those in need of help 
remains outside the system and faces extremely high long-term care costs.

Aiming to reform the long-term care system, the government established Dilton’s Commission, which 
recommended, among other, that the property requirement be increased from the current £23.5 thousand 
to £100 thousand, that the criteria be standardized at national level and that the total long-term care 
expenses be limited to £35 thousand and that, on reaching this limit, the state take on these costs as well.

31  Except if the partner remains in the house.

32  For the population aged 65 and over, this possibility was valid until the year 2000.
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3. PROPOSEd CONCEPT FOR ThE PACkAGE
OF SOCIAL CARE SERvICES IN ALBANIA

The package of social care services comprises services that every person with complex and severe needs 
could expect, regardless of where they live.  Package is tailored to the individual needs.

Fully developed package of social care services in Albania should consist of two parts. The first part entails 
establishing needs assessment and referral units (NARU) in every community. The second part entails a 
mixture of different social care services organized and provided by public and private entities on national, 
regional and local levels. These services should meet a person’s needs based on NARU assessment and 
care plan.  

Figure 1. Package of social care services 

The package can be developed gradually providing access to a basic level of social care service, while 
respecting budget constraints. In addition, the financing mechanism and costs associated with delivering 
a package of services needs to be determined to assure the presence of these programs nationwide. 

Social care services should be a complement to other public services - health care, education, housing, 
employment assistance and training, justice, etc. (Fox & Götestam, 2003, p. 3).  

Care services should be carefully combined with cash benefits in the context of long-term care. The mix 
of in kind and cash benefits varies greatly across countries (Colombo, 2011). 

The traditional justification for in-kind transfers (and overriding consumer choice) has been “paternalism” 
- the consumption decision might be more efficient if made on the individual’s behalf by agent (i.e. 
government), especially in the case of imperfect information. Sometimes it maybe politically easier to 
redistribute in kind. In addition, if public intervention is justified by efficiency reasons then social justice 
can be enhanced by in-kind benefits (Barr, 2012, p. 76).   

NARU

Beneficiary

Local CBS, 
regional,
national social 
care services
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3.1 Need Assessment and Referral

Need assessment and referral unit (NARU) - the first part of the package of services

Main features:

►	Needs assessment and referral is a core public service (this function should not be outsourced to 
NGO or private sector)

►	NARU exists in each community, as one stop shop and serve as a key entry point enabling a prompt 
needs assessment and case referral 

►	 It is a separate unit in a local government administration within the cash & care department, closely 
cooperating or merging with Child Protection Unit (CPU)

►	 In big cities NARU is a separate entity - Centre for needs assessment and referrals 

►	 In bigger local governments NARU provide 24/7 service 

►	The unit consists of a team of professionals

►	The hart of the team of professionals are social workers/case managers. “Case management 
is method for planning and delivering services to people who require assistance from several 
different sources” (Gilbert & Terell, 2010, p. 170) Case manager assesses the needs of the client, 
develops a suitable service plan, facilitates access to services, monitors, evaluates, and advocates 
for a package of multiple services to meet the client’s complex needs.

►	The number of professionals depends on the number of inhabitants and vulnerability index in the 
community - based on vulnerability mapping (Miluka, 2015)

►	The team communicates with all stakeholders in a community 

►	The team exchange information and work closely with the regional State Social Services (SSS) 
and Regional Councils. The cooperation is especially essential in relation to national and regional 
services. 

►	Regional SSS provide support trough mobile pool of professionals for small under capacitated 
local governments (LG) and for more complex cases

►	National level provides standards and control mechanism (complaint procedures) 

Functions:

►	Main functions are need assessment, referral and support coordination.  Design of the service 
presumes advocacy and preventive role as well. 

►	NARU is a gatekeeping mechanism, supporting a strategic shift away from the use of residential 
care. As a gatekeeping mechanism at the point of referral NARU should help redirecting cases into 
preventive and family-based services and prevent institutionalization. 

Elements of NARU service (Gilbert & Terell, 2010, p. 170) (UNICEF and World Bank, 2003, pp. 85-86) 
(UNICEF Romania, April 2014 ):

♦	 Case identification - identifying vulnerable individuals and families in need. In addition 
to traditional case identification the team communicates with different stakeholders in a 
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community (medical doctors and nurses, teachers, police, administrative workers from “cash” 
department) in order to ensure early detection and to identify socially excluded. 

♦	 Initial needs and risk assessment - analysing all the information and documents, consulting with 
client and all the people relevant to the client (parents, relatives, caretakers, neighbours, peers, 
teachers).  For some clients “go-structure” of service is applied instead of “come structure” - the 
social worker goes to the individual/family and assesses needs in its environment (at home, 
at school) (Crepaldi, De Rosa, & Pesce, 2012, p. 43). Process incorporate multi-disciplinary 
assessment for complex cases.

♦	 Information and basic counselling about rights, possibilities and opportunities for care and 
treatment, counselling on health and education services available at local level, basic information 
about cash benefits.  

♦	 Care and support plan – specification of services required, as well as service providers, with 
timescales for achieving the objectives. Involving clients in the planning process. Involvement 
of multidisciplinary teams for complex cases as well as volunteers, NGOs for less complex cases.

♦	 Support coordination and referral to social care services at local, regional and national level. For 
regional and national level services decision about referral are made jointly with regional SSS. 

♦	 Follow-up on cases, monitoring and evaluation. Reviewing the needs few months after a referral, 
and then periodically (every year). Evaluations of care services. Case closure.

Note: Some elements can be developed and incorporated at a later stage. 

Financing:  

Options:

1. Matching grants 

This option implies that funding comes both from national and local level. The amount of national 
(earmarked) grant depends on the size of the LG budgets. 

Simple formula can be established that takes into account the financial strength of the local 
governments. Wealthy local governments could provide for example 75-85% of the funds for 
NARU, poorest only 10, 15%. 

In addition, apart from earmarked funds, LG can increase resources to develop more sophisticated 
assessment and planning services or to include additional elements of service (for example 
accompanying client/family and support to realize their rights in other sectors, health care for 
example).

Pros and cons – this option ensure that even the poorest municipalities establish NARU and that 
they cannot spend money on something else. The arguments against this option is that the general 
equalization formula may be modified in order to include this function and that NARU should be 
financed in the same way like other units in the local governments.  

2. Central level, gradually delegating the responsibility to LG

This option implies that funding comes from national level during the first few years. Gradually, 
the funding responsibility is delegated to LG, first to the wealthy ones and after a certain period of 
time to all. 

PROPOSEd CONCEPT FOR ThE PACkAGE OF SOCIAL CARE SERvICES IN ALBANIA
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Pros and cons - This option is in line with decentralization process. The NARU is essentially part of a 
LG and should be financed in a same way as any other local public service.  Since in a poor country 
the poorest LG will not be able to finance even the small unit as NARU during the first few years 
funding is secured from national sources.  Cons – sustainability?

Costing:

In this phase it is possible to present only a very rough (order of magnitude) cost estimates of setting up 
NARU nationwide. Yearly labour cost has been estimated to 1,66 million € based on following assumptions:    

♦	 According to regional (i.e. ex –Yugoslav) standards one social worker per 10.000 inhabitants is 
needed – total 280 social workers

♦	 In small municipalities with less than 5.000 inhabitants regional SSS provide the needs assessment 
and referral service  

♦	 Average labour cost per social worker is 60.000 lek (495 €)

The following table shows the required number of social workers in big municipalities depending on the 
size of the municipality/city according to new territorial organisation.

Table 4. Number of social workers in NARU, by municipality

LG Population (Census) No. of social workers

tiranë  557.422 56

Durrës  175.110 18

elbasan  141.714 14

Shkodër  135.612 14

vlorë  104.827 10

fier  120.655 12

Kamëz  104.190 10

lushnjë  83.659 8

Korçë  75.994 8

At a later stage it will be possible to more precisely estimate costs.  Assumptions may be based on data 
for Kosovo.

1. Number of clients – projection (Kosovo data (Coffey International Development, 2011) modified 
based on vulnerability maps and number of cases in Albania)

2. Unit costs – assessment (Kosovo data (Coffey International Development, 2011) modified using 
conversion factor based on average social worker wage and difference in job description between 
NARU and Centres for social work)
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Table 5. Model of costing exercise

Number of clients Unit cost Total

need assessment without referrals

need assessment and referrals to:

Residential services

Housing in community-based homes 

Shelter in homes to protect victims of domestic violence

Shelter in homes to protect victims of trafficking

placement in residential institutions 

Family substitute and support services

community based services for children with disability

Home care services for elderly and adults 

Kinship family

foster families

family counselling

Services for adults – alcohol and drug addicts

3.2 Social Care Services

Social care services – the second part of the package of services

Social care services:

♦	 Individual and family/household support services - day care centres for children and adults with 
disability (for children of school age complementary program to inclusive education), counselling, 
parenting programs, early support for the children at pre-school age, home care for severely disabled 
children in rural areas, home care services for elderly and persons with disability, respite care, etc.

♦	 Family substitute services - foster care, kinship care  

♦	 Residential services - shelters, sheltered accommodation, halfway houses, small group homes, 
residential institutions, etc.
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Figure 2. Social care services – in order of priority

 

Source:  based on (Oxford Policy Management, 2009)

Main features:

♦	 These are services that can be outsourced/commissioned to private (NGO) sector

♦	 Individual and family/household support services as community based services (CBS) are the most 
desirable solution

♦	 Residential care should be a last resort solution. Residential institutions may start offering respite 
care, day care treatments and other alternative services.

♦	 Package of services mean that apart from assessment and referral services provided by NARU 
person in need can get access to different type of care services depending on their condition and 
needs - individual and family/household support, family substitute and residential services. 

♦	 Every person in severe need of individual and family/household support services can get an access 
to few hours of social care services. For example 2 hours of home care or 4 hours of day care services. 
Abandoned children will be protected primarily through family substitute services (mainly kinship 
families). For victims of family violence and trafficking shelters on the regional level will be provided. 
Residential care should be offered mainly to frail elderly population as a last resort service. 

Mixture of services:

1.   National and/or regional level 

a. Foster/kinship care

b. Residential institutions - last resort

c. Small group homes

Person in need

Family and 
individual support

Family substitute

Residential 
institutions
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d.  Sheltered accommodation and halfway houses

e. Shelters for victims of violence 

f. Shelters for victims of trafficking

g. Hot line services  

2.  Specific services in largest cities

a. Services for street children

b. Homeless services 

c. Substance abuse services

d. Services for Roma children

e. Services for children in conflict with the law

3.  Local governments – individual and family/household support services

As a part of a package Centre for social care services (CSCS) in a community could be established offering 
individual and family/household support services: 

♦	 Day care and counselling services for elderly, persons with disability, children and families - range of 
services depending on needs (counselling, rehabilitation, training, day care) provided by NGOs, 
Red Cross or established and provided by LG 

♦	 Home care for elderly (75+ living alone or in a elderly household), children and adults with severe 
disability, in rural areas where day care centres are not accessible  

Financing:

1. National and regional services listed above from national funds, individual and family/household support 
services from matching grants. Wealthy local governments could provide up to 75-85% of the funds, 
poorest only 10, 15%. 

The individual and family/household support services could be developed gradually, depending on 
the general plan for social care services (first services for children and family, at a later stage services 
for elderly…) and budget constraints.

This funding option ensures that even the poorest municipalities can establish care services. The 
argument against is that it implies that the services will be established nationwide (at list for one type 
of service or for particular group of clients), which will be substantial financial burden.  

2.  Social fund for individual and family/household support services - national and donors funds (as 
envisaged by the 2005 Social Assistance and Services Law) (ISB, 2013, p. 6)

►	Social fund can be set up as an intermediate solution - transitional funding mechanism ensuring 
that services are developed gradually and within the predefined budget 

►	The process can be describe as follows:

♦	 Once the funds are secured and management unit established (preferably not as a part of the 
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government administration) call for proposals will be organized. 

♦	 National government will define priorities for the first round, depending on the current reform 
plan (for example day care services for children with disability). 

♦	 Local governments will be eligible to apply in partnership with potential or actual service 
provider. 

♦	 The advantage will be given to local governments that demonstrate private public partnership 
and willingness to allocate at least some resources (in kind or from the next year budget). 

♦	 The LGs will have to demonstrate that given services are indeed priority in their community (for 
example by presenting local social care development plan), as well as the sustainability plan 
(securing the local funds gradually)

♦	 During the next rounds extra credit maybe given to the communities with better outcomes (for 
example rate of children with disability in institutions).  

►	 Important task for the Fund could be also: 

♦	 Dissemination of reform ideas among the stakeholders at local level – involving them in the 
reform process at least by their engagement in applying to the funds

♦	 Dissemination of good practices

♦	 Organization of trainings for the applicants

►	Social fund thus can represent:

♦	 Mechanism for reform / introduction of new services/service providers

♦	 Decentralization mechanism (establishing services on a local level, decreasing demand for 
services in the mandate of central government)

♦	 Mechanism for covering transition costs

♦	 Mechanism for good practices’ transmission and capacity building at local level 

3.  LG should provide start up and operating cost for CSCS. Donors can also fund start-up costs.   

4.  User fees – means tested user participation should be imposed as the modality for combination of 
cash and in kind benefits (more precisely cash benefits for caregivers and community based services)   
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3.3 Costing
 

Existing services

1.   Yearly public expenditures for residential institutions amount to 3,4 million €. 

Table 6. Public residential institutions - beneficiaries, monthly and yearly costs, 2014.

Vulnerable group
No. of 
institutions

No.  of 
beneficiaries

 Monthly cost per 
client (€) – average 
and median value

Yearly costs 
(operational + labour 
cost) €

elderly 5 258
280

(269)
852.176

children without 
disability

8 227
609

(658)
1.505.180

adults and children 
with disability

5 188
415

(390)
1.028.235

Total 18 673 3.385.591

Source: Ministry for Social Welfare and Youth

Notes: 

1. Some data are based on plan, some are final data (14 institutions) 

2. Total cost is higher (investments are not included)

3. Two RI offer day care services as well 
a. Total number of beneficiaries is only for residential services.  Number of beneficiaries of day care services in these two institutions is 102
b. Average monthly cost per beneficiary is calculated without these two institutions, total costs include them as well. 

The presented data clearly show that there is a big difference in public expenditures for different type of 
institutions. The monthly costs per client are lowest in homes for elderly since beneficiaries are obliged to 
contribute to the costs with 40% of their income from pension. 

Institutional services for children are very expensive. When the child is placed with kinship family and use 
daily services that is three times cheaper than placement in an institution. 

2. Yearly public expenditures for public day care services amount to 231.739 €.  Unit cost per client per 
hour in day care centres for children with disability is 1,2 €.  Unit cost in public sector is very similar to 
unit cost recorded in private sector. Unit cost in day care centres for elderly is lower. Average unit cost is 
also very similar in Serbia, although there are big differences between LG where the 8 hours of service is 
provided every day (range from 1 to 2,5 €) (CLDS, 2012).
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Table 7. Day care services - beneficiaries, monthly and yearly costs, 2014.

Vulnerable group
No. of 
institutions

No.  of 
beneficiaries

 Monthly cost 
per client (€) 

Yearly costs 
(operational + labour 
cost) €

Unit cost per 
client per hour €

Public institutions

elderly 2 80 85 -142 101.994 0,5-0,8

adults and children 
with disability

2 53 215 129.745 1,2

private institution 1 35 196 82.147 1,1

Serbia (cWD) 71 2519 180 5,5 mil. 1,2

Source: Ministry for Social Welfare and Youth, for private institutions questionnaire  

3.  Yearly public expenditures for two public shelters amount to 284.734 €.  The capacity of shelters is 
much higher, which explains the high monthly cost per client. Discrepancy between capacity and 
number of beneficiaries is very similar in private shelter for which the data were available. According to 
the National report there are 8 public and private shelters in Albania with 200 places. Private shelters are 
funded mostly by donors (Kocaqi, 2013).

Table 8. Shelters - beneficiaries, monthly and yearly costs, 2014

No. of 
institutions

Capacity
No.  of 
beneficiaries

 Monthly cost 
per client (€) 

Yearly costs (operational 
+ labour cost) €

Public institutions

trafficking 1 40 14 934 172.602

Domestic violence 1 40 24 389 112.132

Private institution 

Domestic violence 1 20 10 890 106.749

Source: Ministry for Social Welfare and Youth, for private institutions questionnaire

4.   Yearly public expenditures for kinship families for 80 children amount to 75.840 €. Every month 9000 
lek per child is paid, plus 25000 lek as one off yearly payment (total 79 € per child monthly).

According to presented data total yearly public expenditures for public institutions and kinship families 
amount to almost 4 million €. 

Table 9. Public expenditure for public social care services, 2014.

No. of beneficiaries Yearly costs €

reSiDential inStitutionS 673 3.385.591

SHelterS 38 284.734

DaY care ServiceS 133 231.739

KinSHip care 80 75.840

TOTAL 924 3.977.904
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3.4 Additional social care services

In Albania current system of care relies substantially on family and only slightly on social care services.  
In the future the role of the family will be diminished due to many different factors including changes 
in family structure (more people living alone and in nuclear family), changes in women’s labour force 
participation (more women employed and not able to take care of disabled members of the household) 
and migration (rural to urban areas and to other countries, leaving elderly without family support).  
In these circumstances care services will have to be provided in order to meet the needs of different 
vulnerable groups.  However it is unknown to what extent the services will be provided and /or financed 
by the state? 

There are two important decisions that policy makers in Albania have to make. First, what will be the level 
of public support to vulnerable groups and second, whether the support will be provided through in-kind 
benefits (i.e. services) or cash benefits? In the first case government provide services or finance service 
provision and in the second, those in need obtain cash benefits and buy care services on the market. 
Usually it is the mixture of cash and in kind support and Albanian government, professional community, 
representatives of vulnerable groups and other stakeholders have to decide how this mixture should look 
like. 

As of now an exercise has been made in order to understand how much would it cost to provide additional 
basic care services for different vulnerable groups. In order to do so, different assumptions had to be 
made.

First, package is simple and consists of limited number of care services for 
different vulnerable groups:

♦ For elderly – home care and residential services

♦ For children with disability in rural areas home care services (since in thinly 
populated areas day care services would not be efficient) and for children with 
disability in urban areas day care services. 

♦ For PWD (18-64) -  mixture of home care and day care services (half and half) 
- PWD may choose between the day care and home care services (trough 
vouchers for example)

♦ For victims of violence and trafficking - shelters

♦ For abandoned children - kinship and foster care  
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Second, the number of potential beneficiaries is based on data from 2011 (census 
data) or 2014 (administrative data). It is assumed that these numbers did not 
change.

♦ For elderly, children and adults with disability assumption has been made that 
services are provided only for those that are according to the Census completely 
unable to care for themselves (INSTAT, 2012) and that all other persons with need 
rely on cash benefits only. According to Census there are 5739 persons 65+ and 
6266 PWD (18- 64) completely unable to take care of themselves. 

Without doubt this leaves out many people with different types of disability. On the 
other hand more precise data would be needed in order to calculate the costs for all 
those that recorded at least one type of limitation in other activities, apart from self-
care (seeing, hearing, mobility, cognition, and communication). For those that have a 
lot of problems to take care of themselves some additional costing has been made.

Under presented assumptions coverage of elderly with community based long-
term services would amount to 1,8%. In Serbia it is 1,2%, in Germany 2,6% and 
in Scandinavian countries that rely on services instead of cash benefits it is around 
10%. 

♦ For children up to 15 years Census did not provide the data on disability.  For 
the purpose of the presented exercise the assumption has been made that the 
percentage of children with disability completely unable to take care of themselves 
up to 15 years of age is the same as the respective percentage for the age group 
15 to 19, i.e. e. 0,3%. Also the assumption has been made that the rate of urban to 
rural beneficiaries (52:48) corresponds to the respective rate among the children 
beneficiaries of cash disability benefit (UNICEF and Ministry of Social Welfare and 
Youth, 2014, p. 12). According to these estimates the total number of CWD 
completely unable to care for themselves up to 18 years is 2219, out of which 
1149 in urban areas and 1070 in rural.  

♦ For all above mentioned groups – elderly, children and adults with disability, 
assumption is that the number of beneficiaries in residential institutions and existing 
day care services is the same, as it is in 2014.  In addition it is assumed that all 
these beneficiaries are completely unable to take care of themselves. The number 
of RI beneficiaries and day care services in public sector that are already using 
services is thus subtracted from the total number of PWD completely unable to 
care for themselves.

♦ For victims of family violence and trafficking it is assumed that the number of 
existing places in public and private shelters is enough, since the capacities are not 
fully utilized. Evidence show that 90% of victims of domestic violence in Albania still 
sought help from their own family, and only small portion is turning to social services 
organisations – 1,1% (Haarr, 2013, p. 69). In the future, once the NARU start 
functioning, more places in shelters will be needed in line with Council of Europe 
recommendations33 (Kelly & Dubois, 2008). At present the full capacity is 200 
places (Kocaqi, 2013).

♦ For all abandoned children without disability, including those in residential 
institutions, it is assumed that they are transferred to kinship care, since there is 
still a lack of capacity to provide a foster care (Byrne, 2014, p. 73). Currently there 
are 227 children without disability in residential institutions and 80 children with 
kinship families.

          33

33  One family place per 10 000 of the population. A “family place” requires a bed space for the mother and the average number of children in the country
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Third, various assumptions have been made directly related to costs and unit 
costs as well.

♦ For residential institutions it is assumed that the public expenditure for old 
people homes and homes for children and adults with disability are equal to the 
existing monthly cost per client (280 € and 415 €, respectively)

♦ For home care services projection of costs is made using unit costs data from 
the region (CLDS, 2012). Data is modified by applying conversion factor based 
on minimum wage (Eurostat data base)34. Average unit cost per client per 
hour in Serbia for home care services range from 3€ for elderly to 4€ for 
children with disability. Conversion rate is 1,5 (minimum wage in Serbia in the 
first quarter in 2015 was 235 € and in Albania 157 €). According to the 
presented data the assumption is that respective unit costs for Albania are 
2 and 2,67€ per client per hour. In addition it is assumed that the service is 
offered on average 2 hours every day during the working days (251 working 
days in 2015).

♦ For day care services unit costs of existing services in Albania is used, i.e. 1€ 
per client per hour. It is assumed that the service is provided on average 4 
hours every day during the working days (251 working days in 2015). The unit 
cost is comparable to unit cost in the region (1,2€ in Serbia in 2012).

♦ For shelters it is assumed that the national budget start to finance services 
provided by non-profit providers. Proportional budget for additional 120 places 
is estimated based on current costs for two public shelters with full capacity of 
80 places.

Table below gives an overview of the data and the assumptions, as well as total costs of specified care 
services for persons in most severe need.34

34  http://ec.europa.eu/eurostat/statistics-explained/index.php/Minimum_wage_statistics
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Table 10. Additional hypothetical social care services.  

Assumptions Based on

Home care – elderly

completely unable (self-care) – elderly in 
ri (public + private)

5739 census 2011

number of elderly in ri 350  administrative data

unit cost per client per hour 2
unit costs data from the region, modified by applying 
conversion factor based on minimum wage rate 

Model of service
2 hours a day during 

working days
 no. of working days in 2015 (251)

total yearly cost €  5.410.556      

Home care - CWD in rural areas

completely unable (self-care) 1070
census 2011, estimation based on % of cWD 15-19 
(0,3%); % of urban based on urban/rural rate for cash 
benefits

number of cWD in ri (1/2) 55  administrative data

unit cost per client per hour 2,67
unit costs data from the region, modified by applying 
conversion factor based on minimum wage rate 
(eurostat) 

Model of service
2 hours a day during 

working days
 no. of working days in 2015. 251

total yearly cost €  1.360.445      

Day care - CWD in urban areas

completely unable (self-care) 1149
census 2011, estimation based on % of cWD 15-19 
(0,3%); % of urban based on urban/rural rate for cash 
benefits

number of cWD in ri (1/2) and current 
beneficiaries of day care

55+53  administrative data

unit cost per client per hour 1
unit costs data from public and private day care in 
albania 

Model of service
4 hours a day during 

working days
 no. of working days in 2015 (251)

additional yearly cost €  1.045.164      

Home care/day care - PWD (18-64)

completely unable (self-care) 6266 census 2011

pWD (18-64) in ri 73  administrative data

unit cost per client per hour 1 to 2
Based on costs for public and private day care in 
albania and data from the region 

Model of service
2 - 4 hours a day 

during working days
 no. of working days in 2015 (251)

total yearly cost € 6.994.994
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Shelters

number of places (public + private) 200  

capacities financed by state 80 284.734

additional annual public expenditure € 711.915

annual public expenditure € 996.649

Kinship families

children in orphanages and in kinship 
families

227+80 administrative data 

Monthly fee for family € 79  administrative data

Monthly fee at the level of minimum wage 157 eurostat

annual public expenditure € 578.388

The data in table above show total yearly costs for particular care services. Some of these costs are public 
expenditures (i.e. for shelters or kinship families), but for community - based services, user participation fee 
will probably be imposed, since majority of these beneficiaries are receiving cash benefits for caregivers. If 
we make an assumption that the participation fee is 20% of total costs, than public expenditures for these 
services will be lower. The current and new annual public expenditures are listed in table 8.

Table 11. Current and hypothetical public expenditures, 2015 - social care package for persons with most 
severe needs. 

CURRENT HYPOTHETICAL

No. of 
beneficiaries

Public costs 
No. of 
beneficiaries

Yearly costs 
Annual Public
expenditure

ri 673 3.385.591 446 1.880.411 1.880.411

SHelterS 38 284734 200 996.649 996.649

DaY care anD 
HoMe care

133 231739 13691 15.042.898 11.853.134

KinSHip care 80 75.840 307 578388 578388

TOTAL 924 3.977.904 14644 15.308.582

Since current annual public expenditure on social care services (without investments) is approximately 4 
million €, additional 11,3 million € yearly would have to be spend. 

If the government decide to offer services for elderly, children and adults with disability, including not 
only for those that are completely unable to care for themselves but also for those that recorded a lot of 
problems in self-care, the amount would be significantly higher. In the latter group, there are 26591 (15+) 
persons, double than in the former. That would mean that the costs for day care and home care services 
would double, and the total public expenditure would be higher for 23,7 million €. Instead of 11,3 million 
€ additional annual public expenditure would be 35 million €.  This is around one third of current 
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annual spending for disability benefit. Since this is a substantial amount, the government should consider 
establishing Social fund, through which the package of services could be developed gradually. This is 
a rational option because the budget space could be created only gradually, but also because human 
resources and know how takes time to develop. In Serbia during 7 years (2003 – 2010) approximately 7 
million € was invested in similar fund (Social innovation fund), out of which 2/3 was from donors funds 
(Golicin & Ognjanov, 2010)

3.5 Social Innovation Found – case of Serbia

The Social Innovation Fund was established in 2003 as one of the reform mechanisms for the development 
of non-institutional social care at the local level. Both governmental and non-governmental organizations 
competed to take part in the introduction and development of social care services financed through 
the Fund. Partnership was an important requirement, through which an attempt was made to preserve 
numerous non-governmental organizations in the social sector formed during the humanitarian crises 
in 1990s, on one side, and to include the state sector, often omitted from reform/donor projects, on the 
other (Matković 2005).     

Although the Social Innovation Fund was focused to a greater extent on “new“ and “innovative“ services, 
it was also conceived to encourage local authorities to introduce the services already in their mandate. 
The Fund was also expected to “awaken” the needs in the communities, i.e. among the beneficiaries, who 
would become empowered to “pressure” local governments to continue financing the once established 
services. In addition, the Fund represented an important mechanism for transferring good practice and 
advancing the knowledge and capacity of all participants in the reform process (Golicin and Ognjanov, 
2010). In a way, the Fund ensured the coordination of donor programs, partly due to the fact that some 
donors made significant investments in it and partly because it represented a model for others, who were 
not prepared to support it directly. By changing its focus from year to year and from one type of service/
project to another, the Fund also ensured both support and inputs for reforms at the central level. 

Typical projects financed through the Fund are: home care services, day care services for children with 
special needs, halfway homes, safe houses for victims of violence, etc. During 6 years of its functioning, 
more than €7 million (Golicin and Ognjanov 2010) were spent on financing nearly 300 local projects35 in 
100 LGs (Golicin and Ognjanov 2010). Of the total number of projects, almost 30 percent were focused on 
the elderly as a target group (Vuković and Čalošević 2009).

On the basis of different sources, it is possible to estimate that, of the total number of projects36 financed 
through the Fund, 67 projects, or every fifth, were intended for home care service development. An 
analysis of the first two calls for proposals between 2003-200537 shows that these services were provided 
to more than 1,560 elderly persons. In most municipalities, home care services were introduced for the 
first time (Satarić and Rašević 2007) (Social Innovation Fund 2005). 

The Government’s National Report on the Implementation of the Madrid Plan of Action on Ageing (Government 
of the Republic of Serbia 2007) highlights the importance of the Social Innovation Fund for home care 
service development. It is estimated that, from 2002 until now, the Fund provided support for 64 percent 

35  During these 6 years the large number of over 1,300 project applications illustrates not only the interest for obtaining funds but also that through this 
mechanism a great number of people active in social protection became involved in the reform processes. 

36  In addition, elderly services were not eligible in the last two SIF calls for proposals since the focus was placed on financing 26 treatments and training 
projects/programmes for professional providers and day care services for children with disabilities. 

37  During this period, 33 projects out of 178 supported home care services. The share of home care service projects was the largest in the 2006 and 2007 
calls for proposals, when 27 out of 59 projects focused on services for the elderly and persons with disabilities. 
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of the total number of the newly introduced home care services (Vuković and Čalošević 2009). 

The  monitoring and evaluation units for SIF projects confirmed that the beneficiaries were properly 
selected, both according to their family status (they live in single-person households) and according to 
the actual needs for these services (60 percent of care recipients are immobile or move with difficulty). In 
addition, most of the beneficiaries are elderly with relatively low income (Satarić and Rašević 2007).  

Although project sustainability was supposed to be an important requirement for the approval of a 
project, the example of financing home care services shows that projects funded under the first three 
calls for proposals continued to be financed from local budgets in less than half of the municipalities. 
Following project completion some LGs managed to find other extra-budgetary resources for continuing 
the services. Different studies, including reports on the Fund’s operation, show that projects where NGOs 
are the service providers are significantly less sustainable. 

There are no data on the SIF projects that would enable an analysis of service providers by project type.  
An analysis of the structure of  all service providers financed through the SIF, shows that the share of 
non-governmental organisations (together with the Red Cross) accounted  for approximately 35 percent  
(Golicin and Ognjanov 2010)
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CONCLuSION ANd MAIN ShORT-TERM 
RECOMMENdATIONS

The package of social care services comprises services that every person with complex and severe needs 
could expect, regardless of where they live.  Package is tailored to the individual needs.

Fully developed package of social care services in Albania should consist of two parts. The first part entails 
establishing needs assessment and referral units (NARU) in every community. The second part entails a 
mixture of different social care services organized and provided by public and private entities on national, 
regional and local levels. Social care services should be carefully combined with cash benefits and with 
other public social services - health care, education, housing, employment assistance and training, justice, 
etc.

Costing exercise shows that establishing of NARU will entail annual public expenditure (national and 
local) of at least 1,66 million €. The second part of package for persons with most severe needs would cost 
additionally between 11,3 and 35 million €. It is obvious that budget space for the package will not be 
possible to create immediately.  One option is to secure additional financial resources annually for NARU 
(1,66 million €), for shelters, kinship families and day care services for children (additional 2,26 million €) 
and for Social Fund (1 million €).  The Social Fund would also allow bottom-up incentives to design the 
package of services instead of prescribing all the details from the national level.

Complementary Reform Measures

The creation of a basket or package of social services is, of course, only one part of a wider reform of 
Albania’s social protection system. Although not necessarily an exhaustive list, we note here a number of 
issues which will need to be tackled to ensure that the reform addressed here will have optimal impacts 
and, in particular, will be equitable in terms of promoting the well-being of the most vulnerable groups. 
Crucially, strategic documents will need to be much better aligned in future, with fewer documents 
allowing for a clear meeting of top-down and bottom-up strategic frameworks. Secondly, Albania will 
need to invest increasing amounts of resources to the development of a skilled and motivated statutory 
casework, social work and assessment and referral service as envisaged in this document. Thirdly, in order 
to promote social inclusion, closer connections will need to be made between the package of services 
and access of the most vulnerable to early childhood, education, health and other services. Linkages can 
be made, for example, between day care support for children with disabilities as a pathway to inclusive 
mainstream education. Alongside case management, assessment and referral, the type of social services 
will need to include more community development and outreach services. In addition, mechanisms for 
appropriate regional and local social planning will need to be developed and facilitated.  

Through a demand-driven social fund or similar mechanism, it should be possible to stimulate the 
introduction, evaluation and scaling up of innovative services and/or those which meet new needs. 
Depending on how much of the funding of the package comes from the social fund, there may be a need 
to ensure that services funded are regionally well- dispersed, and available at the appropriate scale.

More widely, reforms such as this need to take their place alongside the development of meaningful 
structures of user involvement and participation. Innovative governance structures which empower 
service users to be a part of wider planning and decision-making processes will surely be needed. 

4. 
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Ultimately, a social investment approach requires that the nature of vulnerabilities are addressed not just 
a static list of ‘vulnerable groups’, not least because the most important function of social services should 
be to build resilience and strengthen users’ coping mechanisms, as well as to intervene in a timely and 
professional manner when those coping mechanisms are no longer enough. 
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