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It took a long time for long-term care insurance
to be created as the fifth pillar of social insurance

• 1883: Health Insurance

+ 1 year

• 1884: Work-related Accidents and Diseases Insurance

+ 4 years

• 1889: Pension Insurance

+ 38 years

• 1927: Unemployment Insurance

+ 68 years

• 1995: Long-Term Care Insurance 



Early 1990s: the situation before the creation

Underlying problem perception

• Demographic change: number of dependent elderly was expected to 
grow 

• Socio-structural change: care capacities of families were expected to 
decrease 

• Increasing numbers of dependent elderly in nursing homes were 
relying on (means-tested) social assistance 



Early 1990s: the situation before the creation

LTCI was fostered by two distinct discourses 

• Welfare state discourse
• German welfare state aims at status maintenance. 

• It is “unworthy” if citizens with after a normal working life depend on welfare 
just because of needing long-term care 

• High share of social assistance recipients was perceived as social scandal 

• Fiscal policy discourse
• Municipalities were increasingly suffering from high expenditures for people 

in nursing homes. Federal states acted as advocates. 

• As social assistance is means-tested, municipalities with a higher share of 
poor population were especially affected  growing disparities among 
municipalities



Early 1990s: the situation before the creation

Reshaping of the welfare state rather than expansion 

• Introduction of LTCI was accompanied by cuts in other welfare state 
areas 

• LTCI marks break with German tradition of service provision according 
to needs (as in health insurance) 

• LTCI Act was shaped in order to prevent any “cost explosion” 
thereafter 
• Tight definition of dependency plus assessment by a third party (unlike most 

health benefits)

• Capped benefits (nominally fixed in € per month) 

• Discretionary adjustment of benefits



Early 1990s: the situation before the creation

Compromise between Christian Democrats and Liberals: two-pillar 
system with 

• Social LTCI as PAY-AS-YOU-GO system, but 

• Private mandatory system as funded system

i.e. using the two separate systems (and financing logics) as in health 
insurance 



LTCI basics

• Mandatory insurance for the total population: 
• Almost 90% Social Long-term Care Insurance (LTCI) 

• Around 10% private mandatory LTCI 

• Financing: 
• PAY-AS-YOU-GO system in Social LTCI, contributions levied on income from 

wages and salaries up to a certain income cap. Parity between employers and 
employees, extra contribution for the childless since 2004. 

• Funding by premiums in private mandatory LTCI, but with strong elements of 
PAY-AS-YOU-GO as premiums are capped (for the elderly) 

• Eligibility: 
• According to ADL scheme, differentiated according to three levels of care, no 

age limit, assessment by Medical Review Board 



LTCI basics

• Benefits: 
• Cash benefits (for informal care), in kind benefits (for home care) and benefits 

for nursing home care with choice for the beneficiary 

• Capped benefits with caps below need, no provision for automatic 
adjustment of nominally fixed benefits 

• In nursing home care: only capped benefits for care costs, nothing for room 
and board or for investment costs 

• Administration: 
• Social LTCI is administered by LTCI funds founded as branches of sickness 

funds. LTCI is independent but under the umbrella of health insurance 

• No competition between funds as all contributions go into one fund which 
covers all expenditure  difference to health insurance 



LTC insurers: 
separate but under 

the same roof as 
health insurance: 

every sickness fund 
and private insurer 

maintains a 
“daughter” for LTC 
(board of directors 

identical)



LTCI trends

• Expenditure side
• Number of eligible dependent people is going to increase
• Nurse shortage might lead to more than average wage rises 

• Contributory side
• Number of people in gainful employment is going to decline (demographic 

transition)
• Wages will increase at least with productivity gains 

• Dilemma 
• Increased contributions can be used to adjust benefits (care costs rise in line 

with wages) --> contribution rate goes up 
• Increased contributions can be used to finance additional number of 

beneficiaries  real value of capped benefits declines 



Broader definition
of LTCI eligibility

Increasing prices
(per unit)

Increasing benefits

Initial situation (in 1995)

Increasing expenditure -->
increasing contribution rate

LTCI trends and challenges



Broader definition
of LTCI eligibility

Increasing prices
(per unit)

Increasing benefits

Initial situation (in 1995)

Increasing expenditure -->
increasing contribution rate

LTCI trends and challenges

It is important to realize that the increasing expenditure, 
and thus increasing contribution rates is the result of the 

other three factors, which have been changed deliberately!



Before 2017: 
“in need of care” legally referred to those individuals who have 
a physical, psychological or mental disease, and/or a handicap 
that requires a significant amount of help to carry out daily 
activities of everyday life. 
The Medical Review Boards assessed the care needs according 
to a standardized and complex assessment procedure and 
categorized the applicant into one of three care levels (1 – 3, 
and in practice, applicants suffering from dementia “only” were 
classified as level 0).

Eligibility criteria





Eligibility criteria since 2017



Eligibility criteria since 2017

The assessment philosophy is characterised by fundamental changes:



Eligibility criteria since 2017



Number of LTCI recipients and % of population by age groups, 2021



Number of LTCI recipients and % of population by gender, 2001-2021

men

women



LTCI recipients in % of respective population by age group, 1999-2021

Increase since 2017 mainly through
expansion of eligibility definition



LTCI recipients in % of respective population by age group, 2021

2021 
figures in 

more 
detail



A projection into the future



% LTCI recipients by care level/ grade, 2000-2021                                 

Across two decades,
the increase has been larger for 

the lower care levels/ grades



% LTCI recipients by care level/ grade, 1996-2021                                 

Across two decades,
the increase has been larger for 
the lower care levels/ grades



Basic benefit categories
(with choice for all eligible persons)

• Care allowance (a fixed amount of money per month for those
receiving informal care at home) AND/OR

• Benefits-in-kind for professional nursing care provided at home

OR

• Payment of nursing care provided in nursing homes

All three benefits vary by care grade!

Benefits-in-kind and support of nursing home care are capped!



Adjustment of monthly sums/ caps

• From 1994 to 2008 LTCI benefits were kept constant in nominal terms 
• Real purchasing power has been decreasing considerably and out of pocket 

payments increased. 

• Only 2008 a first adjustment was introduced 
• Increase: 1.4 per cent per year for 2007-2012, about inflation rate 
• Financed by an increase in contribution rate from 1.7 to 1.95 percent 
• For some benefits there is no increase at all 
• In nursing homes nevertheless we see increasing copayments 

• 2015: next adjustment by 4 % for all benefits in order to adjust for the 
inflation 2012-15 

• Since then, further adjustments, also to compensate for higher costs 
in nursing homes (due to higher nurse salaries)



Benefits in €/ month (2023), 
i.e. cash benefits or caps for services in-kind 

Informal care Professional care 
at home

Care in nursing
homes

I - - 125

II 316 724 770

III 545 1.363 1.262

IV 728 1.693 1.775

V 901 2.095 2.005



Number of LTCI recipients in % receiving a certain type of benefits, 2001-2021

Informal 
care only

Informal & 
prof. care 
at home

Nursing 
homeHow many people choose which benefit?



Number of LTCI recipients in % receiving a certain type of benefits, 2001-2021

Informal 
care only

Informal & 
prof. care 
at home

Nursing 
home

Across two decades, the number of informal 
care recipients has tripled, while those in 

nursing homes has increased by  “only” 50%

Total



% of LTCI recipients informal/ ambulatory or nursing home care, 1996-2021

Informal/ ambulatory care

Nursing home care



LTCI recipients in numbers and % by type of care & care grade, 2021

Informal care only Informal & prof. care

Care gradeCare grade Care grade

5 mn. care-depended eligible persons

At home: 4.2 mn. (84%) In nursing homes: 
0.8 mn. (16%)

2021 
figures in 

more 
detail



2021 
figures in 

more 
detail



LTCI recipients in numbers and % by type of care & and age, 2021

Total Nursing home Home

2021 
figures in 

more 
detail



Other benefit categories added over time

• Short-term and preventive care

• Day or night care

• Professional nursing care in times of illness or holidays of informal 
carer (up to 6 weeks)

• Social insurance contributions for informal carers (especially pension 
and unemployment insurance)

• Additional amounts for care equipment, both devices (up to 100%) as 
well as consumables (€125/ month); necessary investments in houses 
(up to € 4.000) 



LTCI expenditure by categories, in billion €, 1997-2021   

Cash

Soc. Ins. 
carers

Nursing 
home

Total

Benefits-in-
kind

Other

Ex
p

en
d

it
u

re





Informal carers with LTCI-paid pension insurance contributions, 2004-2021



Financing

• Main form of financing: contributions as a % of gross income up to a 
certain limit, split equally between employees/ insured and 
employers/ pension fund

• Upon LTCI start, one holiday was cancelled to compensate employers 
for their 50% part of contributions

• Since 2004, insured without children pay an increased contribution 
rate (since 2023, this takes the number of children into account)

• Rates and conditions are set by law



Contribution rate of gross income for LTCI, 1995-2022 3.4% & 
up to 4.0%

2023

for those without children



Contribution rate of gross income for LTCI, 1995-2022 3.4% & 
up to 4.0%

2023

for those without childrenAcross 27 years,
the contribution rate has doubled
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To compensate for the shortfalls (limited benefits, increasing 
ratio of care dependent : working), additional mechanisms have 
been introduced:
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Long-term 
projection 
with/ 
without 
“Pflegevor-
sorgefonds”



LTCI recipients in numbers and % by type of care & care grade, 2021

Informal care only Informal & prof. care

Care gradeCare grade Care grade

5 mn. care-depended eligible persons

At home: 4.2 mn. (84%) In nursing homes: 
0.8 mn. (16%)

We now 
turn to 

the 
providers

16k nursing homes; 
814k employees

15k nursing services; 
443k employees



How are the providers qualifications and 
invoices checked? 

• Nursing homes are checked once a year by the Medical Review 
Boards in order to be eligible for contracts with LTCI funds; a long list 
of structures, processes and outcomes are assessed; if results are 
insufficient, they are re-checked

• Invoices of nursing services are regularly checked by Medical Review 
Boards

• Since 2022, contracts are also dependent upon proof by nursing 
homes and nursing services that they pay their nursing staff according 
to collective wage contracts (which, in return, has increases LTC costs)



What are the challenges of the program and 
lessons for China?


