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Better health could curb long-term care costs

Author: Johannes Rausch

Future spending on long-term care will depend far more on the health of older people than on
population ageing. Countries that already spend less also tend to have larger care gaps, meaning
additional public investment will be needed even before demographic pressures increase.

Key takeaways for policymakers

e Countries that spend less on long-term care have larger care gaps, making higher public
investments essential to meet existing needs.

e Future long-term care spending will depend far more on healthy ageing than on
population ageing.

o |f people live longer in good health, long-term care spending will remain close to current
levels in most countries.

o Without healthier ageing, long-term care spending is projected to rise sharply, reaching
increases of up to 220% (until 2070) under faster population ageing.

Projecting future long-term care spending

Public spending on long-term care varies widely across Europe, reflecting differences in eligibility
rules, coverage and the organisation of care systems. Countries with lower public spending also
tend to have larger unmet care needs.

Existing projections, including the 2024 Ageing Report, generally combine public spending on
older people with spending on younger people with disabilities under a baseline demographic
scenario.

This digest focuses only on long-term care spending for people aged 65 and over, using national
statistics for France, Germany, Italy and Sweden. For Poland, public spending for older people is
approximated using data reported in the 2024 Ageing Report.

We assume that current institutional frameworks remain unchanged and that the unit costs of
care increase in line with wage growth. Future spending is projected under three health scenarios
introduced in Digest 6: no expansion of morbidity, mild expansion of morbidity and strong
expansion of morbidity. In addition to the baseline demographic scenario of longer lives with
moderate health improvements, we consider alternative scenarios with a younger and an older
population.
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Unlike our earlier digests, where care needs were defined by a normative measure of functional
limitations, these projections are compatible with the 2024 Ageing Report and are based on the
number of people currently receiving publicly funded long-term care benefits under national
regulations.

Healthy ageing is the main driver of future costs

Figure 1 shows that future long-term care spending is highly sensitive to health developments. If
longer life expectancy is accompanied by healthier ageing, spending will remain close to current
levels in most countries. Poland is the only exception, with spending increasing by around 50%
by 2070.

Without improvements in health, spending will rise steadily in all countries. Under baseline
demographic assumptions, spending will increase by around 50% in most countries, by 34% in
Germany and by more than 100% in Poland.
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Figure 1: Public care spending as % of GDP.
Source: Author’s own calculations.

If people develop poor health at the same age as they do today, despite living longer, the increase
in costs will be substantially higher. Under baseline demographic assumptions, spending would
rise by between around 84% and almost 190% across countries, and under the more pronounced
ageing scenario, increases range from 125% to 220%.
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The large differences between countries mainly reflect variations in mortality patterns, which
affect the number of people requiring long-term care. Mortality differences are then amplified by
different health developments.

As already stressed in Digest 2, these cost projections highlight that healthy ageing is the key
determinant of future long-term care spending. While population ageing contributes to rising
costs, future health trajectories have a much larger influence on the magnitude of future fiscal
pressures.

Given the substantial care gaps that already exist across Europe, policies that promote healthy
ageing are crucial to contain future spending while creating fiscal space to improve access to
long-term care.

The projections in this digest are based on an unchanged institutional and economic
environment. Next week’s digest will explore the extent to which the care gap will increase if the
current trend of higher female labour force participation and less part-time work continues or
accelerates.
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