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LTC in Canada

Section 1: The Current State

Long-term care (LTC) “encompasses a range of health and personall
care services provided to individuals, primarily seniors, with complex
support needs living in designated LTC homes.” ! It includes LTC
homes but also covers other services and care options provided in the
community and at home.

While LTC insurance products exist in Canada, the needs are unclear

as there is an incorrect perception or assumption that the universal

health care system covers LTC 8. The insurance industry is uniquely

positioned to educate individuals and collaborate with the public

sector to address the needs of aging Canadians. Only by public and

private organizations working together can we address the current “The insurance

challenges and those ahead. industry is uniquely

1.1 Long-Term Care in Canada positioned to
educate individuals

and collaborate with

While Canada has universal health care, the system is complex to
navigate for the average person, especially as one gets older and

needs increased care [5/26], publicly subsidized LTC is one of the only the public sector to
options for the sick and elderly at the provincial level; but the lack of address the needs of
beds and staffing leads to long wait times and limited beds for those aging Canadians.”

in need [oli20],

Legislation related to LTC is established at the provincial level, leading
to a lack of consistency across the country 1?81, The lack of portability
and inconsistent care that varies by location is evident, even within
provinces. While this report will investigate LTC at the national level,
some of the research will focus on the province of Ontario, where 45.7
percent of home care providers are located 29,

Provincial funding is based on general tax revenues on a “pay as you
go” basis, with no “pre-funding” for older age care where the bulk of
healthcare spending occurs ),

The LTC insurance industry in Canada is virtually non-existent due to
government controlled entry into LTC facilities, unclear out-of-pocket
expense requirements, and the perception that universal healthcare
means LTC.

With Canada’s elderly population growing, similar to other
industrialized nations, the stress on the system and caregivers will
continue to increase until changes are made to the current Canadian
system. At this time, the bulk of government funding to LTC goes to
publicly funded LTC homes and very little is used on home care !,
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LTC in Canada

Figure 1: Long-Term Care Financing by Source
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Source: OECD Health Expendinure and Financing database.

Source: Milligan, p.40

1.2 Canadian Legislation

In Canada, the Canada Health Act (CHA) of 1985 is the legislation that
sets out the main objective of healthcare policy in Canadoa. It states
that its purpose is “to protect, promote and restore the physical and
mental well-being of residents of Canada and to facilitate reasonable
access to health services without financial or other barriers.” [

The Act delegates healthcare to the provinces, and LTC is not one of
the health services covered. However, care in nursing homes and
home care are mentioned in the CHA as “extended care services,” and

they are not “insured” health services 241,

As aresult, LTC is at the discretion of the provinces and territories.
While each province does provide LTC benefits as part of its system,
the definitions are not consistent, the amount of government subsidy
varies, home care versus facility care is inconsistent, and the whole

system is confusing and unclear for everyone %2,

In 2017, the Canadian Health Accord was introduced to transfer $6
billion over 10 years to improve access to home and community care
services. While this was an attempt to improve a fragmented situation,
there has been no sign of improvement related to wait times despite
this increased funding 28,
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LTC in Canada

1.3 Funding

In 2018, nursing home care accounted for $27 billion total costs, with
$20 billion (74 percent) from public funds and $7 billion (26 percent)
from private funds 2!,

In 2017, approximately 17 percent of the population was age 65 or older.
That same cohort accounted for 47 percent of total healthcare
expenditures, either out-of-pocket or subsidized. As the population of
those aged 65+ grows, the balance of healthcare spending will tilt
above the 47 percent, leading to increased funding requirements from
individuals—either in the form of out-of-pocket expenses or increased
tax revenue.

Canada spends roughly 2 percent of gross domestic product (GDP) on
LTC and 9 percent of GDP on other healthcare services. Since the CHA
is primarily a financial bill, there is a large amount of money available
to the provinces, but all of it comes with federal strings. This centralized
control of regional use of money is not effective and stifles any

innovation at the provincial and community level.

Figure 2: Long-Term Care Spending as a share of GDP, 2019

nat report spending for LT {haalthl

Source: Woolley, p.34

1.4 Regulation

All LTC facilities are regulated by their respective governments, setting
the standards and auditing the facilities. Aimost 70 percent of the
facilities in Canada are publicly owned (46 percent) or private not-for-
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LTC in Canada

profit (23 percent) [°. Admissions are also controlled by governments
which determine who is eligible for care 122,

The government controls what homes are eligible, how they are run,
and who can go into them. This system leads to lack of choice, lack of
competition, and barriers to entry.

1.5 Home Care versus Facility Care

Many older individuals value their independence, and moving to a
facility is not what they want. Home care is the preferred approach by
seniors and, in theory, should reduce the stress on the universal
healthcare system [,

However, Canada has not embraced home care as much as other
developing nations have, with only 18 percent of care provided in the
home versus facility for Canada. Germany, for example, has 59
percent of the care provided in the home or community, while Japan
has 39 percent (see table below). Given the long waiting lists for
facilities, this translates to a significant amount of the elderly
population remaining in their homes with unmet care needs.

Figure 3: Institutional Care vs. Home and Community Care

M Institutional care Home- or community-based care
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Source: OECD, 2019: 239.

Source: Labrie, p.9
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LTC in Canada

1.6 Private Insurance Market

Private LTC insurance in Canada is almost non-existent 2. Some
insurance carriers have had success selling LTC as more of a disability
insurance coverage for younger ages, but the private LTC market is not

very robust 32,

Given the challenges with the system, private insurance would not
provide anything beyond what prudent retirement planning already
provides (i.e., cost of rent, laundry, and housekeeping). In addition,
there is a perception or assumption that the government will take care
of the elderly. If there were a private LTC option for individuals, this
would necessitate the need for insurance; but given the current
system, it does not make sense to buy the types of products available
today.

Section 2: Stress on the Current System
21 What is the Trend?

There is an overall trend in industrialized nations of rapidly aging
populations. In Canada, the large population of baby boomers began
turning 75 in 2021. This age and beyond is when a greater need for
higher care and support starts to grow . By 2036, Canadians over age
65 will comprise 25 percent of the population and over 1 million will be
diagnosed with dementia ®. The number of people aged 80+ will triple
between 2018 and 2034 28,

When this aging population is combined with a sustained increase in
lifespans ", and a large increase in chronic diseases %9, it is clear that
“Canada is not prepared to face the challenges associated with these

.. changes and the growing needs that will be associated with them.”
[28]

These higher-care needs are coupled with the desire of seniors to age
at home, but the infrastructure is not in place to support their
preferences [l The increase in percentage of older Canadians who
are single and the decrease in unpaid private care (family members)
is leading to a social and political crisis.
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LTC in Canada

Figure 4: Population Growth

Projected population growth for Canadians over 65,index 1=2019
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Source: CMA, p.5

2.2 Aging at Home

In 2019, a survey showed that the majority of Canadians aged 65+ plan
to remain at home during their senior years ¢l While most seniors
prefer home care, there is a long wait for this service, like institutions
8] There is also a lack of sufficient caregivers in this field 1. Many
Canadians believe that LTC will be paid for by the universal health care
system; however, at this time, LTC is not explicitly included in the CHA.

In 2024, most home care is “short-term, task-based and reactive” !
and is not designed to support a wide range of physical, mental, and
social health needs. Due to the lack of depth and availability when it
comes to home healthcare, many seniors end up in emergency rooms,
which places pressure on other areas of the healthcare system 8. As a
result, hospitals are in crisis due to overcrowding and the “alternative
level of care” patients, which has contributed to the unplanned
closures of emergency rooms [2°,

Another crippling side effect of this lack of integrated home care is the
pressure on informal caregivers, who are estimated to provide care to
approximately 3 million Canadians ©.
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LTC in Canada

Private organizations step in to handle home care needs that are not
satisfied by the public system or families, and this is an out-of-pocket

expense for seniors 28],

2.3 Stress is Everywhere

Seniors show a clear preference to age at home and receive care from
family members. This preference has financial, social, and emotional
consequences for all Canadians, not just the seniors and their families.

2.3.1 Informal Caregivers

If public agencies had to pay for what informal caregivers are currently
providing for free, by 2050, the costs to the public sector will be
approximately $27 billion 9. By 2035, informal caregiving will account
for 500 million hours annually. The increased need due to the aging
population is combined with an overall reduced availability of family
caregivers in the future 1?8\ The changing role of women in the
workforce and lower fertility rates have resulted in fewer people able to
fill the traditional role of the informal caregiver 34,

Figure 5: Annual Home Care Hours by type

Annual Number of Hours (000,000)
-

Source: MacDonald, p.24

Unpaid informal caregiving labour would need to increase between
2023 and 2050 by 40 percent to keep up with growing care needs [".
This concern for informal caregiving created the crisis in Japan that
triggered the country’s move toward a social insurance scheme for
LTC. With this reduction in informal caregivers, there is a higher risk of
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LTC in Canada

poverty and a 20 percent increase in mental health problems for these

caregivers (%2,

Figure 6: Primary Caregiver Relatiionship to Elderly Recipients

Felanonship 1o care recipient Portion
Spouse 0.357
Son 0.153
Daunghter 0.305
Son/Daughter in law 0.034
Other relatives 0.073
Non-relative 0.079

Source: GSS Cycles 32 (2018) and 26 (2012) tabulations by authors.

Sample represents individuals aged 65 or older who receive informal care;
relationship characterizes who their primary caregiver is, Caregivers provide care
to family or friends due o a long-term health condition or aging.

Source: Milligan, p.36

2.3.2 Formal Caregivers

Currently the care for seniors is a patchwork of services offered by
family members, public health workers, and private health workers as
well as hospitals. If a senior is moved from the emergency room into a
hospital room, they will eventually be released or moved into an
alternative level of care (ALC), which means they are waiting to be
moved to LTC [l Until this happens, the hospital resources are
unavailable to other patients while the ALC patients wait to be moved
to a more appropriate setting. By making home care more readily
available, the health system could free up staff time and other medical
resources which are more expensive in hospitals and would also
improve patient care for everyone [/,

If the current system of public home care continues, the province of
Ontario will need to add 6,800 additional personal support workers to
maintain the current level of service 7. However, the current system is
already not providing satisfactory care and is leaning heavily on
informal and private caregivers; so only adding new personnel will not
solve the underlying problems.
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“Even now, with the full force of population aging yet to be felt, the
system isn't working well. There are long waiting lists to access long-
term care facilities across the country. The quality of care provided
leaves much to be desired, as was made painfully clear during the early
days of the COVID-19 pandemic. Publicly funded home care is difficult to

access, but privately purchased home care is costly. Instead, the system

relies to a great degree on spouses, adult children, and other caregivers,

who report providing long hours of unpaid care, and feeling tired and
overwhelmed.” [¥?]

Section 3: International Learnings

3.1 Germany

In 1995, there were many similarities between the German LTC system
and the one in Canada. Like Canada, the German legislation largely
excluded cognitive impairment and used a means-based assessment
system for seniors requiring care 3. Families were under stress to
provide informal care and the system was state/province
administered [,

After years of discussion ¥, the new program, with responsibility
delegated to both private and public entities, was implemented
quickly within five years and was widely supported by citizens and
politicians U7l The new system was based on universal eligibility and
mandatory participation.

The financial sustainability of the program was one of the major goals
of the new LTC system and was achieved using self-funding “sickness
funds” that were funded by premiums Ul. These premiums were paid
equally by employers and employees and amounted to 1.7 percent of
salary %], There were also subsidies provided for the purchase of
private insurance.

Citizens were allowed to receive care-in-kind or cash payments for
half the value of the care to use as they wished . This could be used
to alleviate some of the stress of informal caregivers. The program was
prefunded by money provided by the premiums and the sustainability
was further enforced by front-loading LTC insurance contracts 2. The
success of the program hinged on the ability to “accurately forecast
demand and associated expenditures.” %

The new focus on home and community care encouraged competition
which strengthened the provider infrastructure, creating more choice
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LTC in Canada

for citizens and a form of quality control of the providers 3,
Approximately 250,000 new jobs were created as part of this provider
network 1. This focus on prioritizing home care matched the
preferences of older adults and also helped with caregiver support.

The decentralized approach used in Germany increased flexibility and
adaptability and improved the quantity and quality of home care 28,
There are now approximately 48 competing insurers providing care to
all Germans, regardless of location, savings, or need 21,

The focus on informal caregivers, defined roles at the national and
state level, and the financial sustainability of the dedicated LTC fund
have made Germany the basis for many social insurance programs
that followed.

3.2 Japan

Like Germany, Japan is also widely considered a success in terms of its
LTC system. The desire for change was triggered by similar issues of an
aging population, struggling caregivers, and the growing burden on
public health care systems (28],

The crisis that pushed Japan to implement an LTC insurance program
was its aging population, combined with increasing life expectancy
plus an over-usage of hospital resources by the senior community.

Building on the German system, Japan focused on competition and
choice instead of bureaucracy °!. It decentralized responsibility for
healthcare to local authorities and introduced premiums for people
aged 40+ and co-payments for all citizens %81, Japan also
implemented a uniform price structure across the country with an
emphasis on home care.

In Japan, care institutions are small in scale and built to satisfy user
needs [“?I. Citizens have a choice of providers and choose the type of
care they wish to receive, with quality control managed by consumer
choice combined with audits and evaluations that are published
online.

Japan has used the new LTC environment to research innovative new
solutions. They have invested in public agencies developing and
funding nurse training programs and are investigating how to
integrate foreign-born workers. Lastly, they are at the forefront of
research into care technologies and the role of robots in healthcare (28],
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LTC in Canada

3.3 Lessons Learned, Public Opinion, and Political
Collaboration

The examples of Germany and Japan show how countries struggling
with the same issues as Canada can provide innovative solutions that
are supported by the majority. It is not enough to just increase
transfers to a system that needs to be rebuilt.

In both countries, it took a crisis for their governments to make LTC a
priority. Japan used Germany’s example—both good and bad—to use

as a base for its social insurance program.

When research moves beyond these two countries, one can see that
new countries that implement LTC strategies base their programs on
the successes and failures of the ones that came before. For example,
in both the Republic of Korea and Taiwan, there has been more of an
emphasis on starting early and starting small.

The other important thing when using international examples is that
the local culture and society will always play a role. In Germany, the
pursuit of a cultural “social solidarity” fueled the overall acceptance by
German society. In Japan, politicians had to acknowledge the
entitlement Japanese citizens felt toward their healthcare or it could

derail the entire program.

“..local politics and history will nearly always
trump careful planning. History also affects what
citizens feel is owed them, which in turn
influences how a program evolves.” 34

The desire for change is challenging when deciding to tweak “what is”
or aim for “something better.” Even if policymakers create a
completely new social insurance program, they must integrate this
into existing programs. In some cases, like the Canada Pension Plan
(CPP), the new program could use the public’s understanding of this
system to aid their understanding of a new system; however, the LTC
insurance system needs to be a politically decentralized program
supported by cost-sharing that is a collaboration between public and
private sectors.
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Section 4: The Future

Canada is on the cusp of a national crisis when it comes to LTC. Long
wait times, limited provider infrastructure, large expenses, and
overwhelmed caregivers are only some of the problems facing those
needing LTC. As the examples of Germany and Japan prove, there are
options for Canada as it deals with a rapidly increasing population of
seniors and a growing demand for healthcare. The question is, what
now? What can Canada and its private insurance industry do to help
prepare for the oncoming crisis?

Creating a true social insurance system, lobbying for change,
collaborating with private industry, educating the public, and providing
choice are key steps that need to be taken to successfully deal with
the future of LTC. The insurance industry is well positioned to help due
to its global reach, large network of employees, and international
knowledge base.

Social Insurance

Oxford’s definition of insurance is: “a practice or arrangement by which
a company or government agency provides a guarantee of
compensation for specified loss, damage, illness, or death in return for
payment of a premium.”

Based on this definition, there is no public LTC insurance in Canada. In
reality, there is a scheme that co-mingles tax-payer funds (premiums
that are undefined in amount) for universal health care that is
guaranteed, and LTC that is not guaranteed but expected. Care is
provided if you are “sick enough”—determined through an unknown
formula that is not transparent—and there is limited choice in where
and how much care, so there are no real specified losses or damages.

One of the key success factors in both Germany and Japan is the
dedicated insurance program, where funds are not shared or available
to be moved to fund other programs. This would ensure that the LTC
needs of the elderly are properly funded and trade-offs are not being
made at the expense of universal healthcare or vice-versa. Canada
would benefit from a similar dedicated LTC social insurance program.

Canada has experience with two insurance systems of this kind to
draw from: namely, unemployment insurance and the CPP. These two
social insurance programs are fully accepted and well understood in
Canada. It is clear what funding is required, from whom, and what

benefits will be provided. In addition, it is clear to most involved that
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LTC in Canada

these programs are insurance and not meant to be the only source of

income protection, but a supplement.

This new social insurance system will only work with both public and
private buy-in. Participation must be mandatory and positive results

will need to be shared quickly to ensure support.

By working together and combining the knowledge of the insurance
industry, the actuarial profession, public health care providers, and the
government, Canada could successfully establish a social insurance
program to deal with LTC needs.

Lobbying

Government reform is a critical step to improving the system in
Canada. This is not and should not be a political issue. COVID-19 has
highlighted to the general public that there are flaws in the system
that local and federal politicians can’t ignore, but it has not highlighted
all of the issues. While local governments are looking at reforms, the
system needs to be looked at holistically, not piecemeal; and throwing
money at the system without addressing the fundamental flaws is not

the answer.

The insurance industry is uniquely positioned to help with the
problems. Industry groups such as the Canadian Life and Health
Insurance Association (CLHIA) and Canadian Association of
Independent Life Brokerage Agencies (CAILBA) are highly respected in
Canada and have the ear of government agencies. Together with life
insurance companies that are focusing more on health outcomes
versus simple claims payment, the industry has lobbying power with
respect to Canadian’s health and well-being beyond the traditional

financial health.

Given the global nature of many insurance companies in Canada,
there is an opportunity to demonstrate the value that the insurance
industry brings to the table in other countries where they do business.
By sharing what has worked in those countries from an industry
perspective, we can demonstrate the value of the partnership.

Collaborating With Private Industry

As seen in the international examples, the private industry—including
health care providers and insurance companies—need to work
collaboratively with the government and public providers for a more
successful outcome. There needs to be ongoing discussions of what
the legislation would look like from both angles and how better care
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can be achieved by working together. Insurance companies have a
global presence which allows them to work with their colleagues in
other countries to advocate for LTC solutions that have worked

elsewhere.

The question many people will have is how this will be paid for.
Insurance companies and actuaries can play a major role in
structuring a prepaid fund and suggesting solutions for how to
implement a self-sustaining solution that will work independently of
any other healthcare subsidies while successfully anticipating future
expenditures and needs [“l. The insurance industry can provide
competitive options for care if subsidies were provided similar to
Germany (many new options appeared once Germany had set up the
new system) while working together with each other and the
government.

Education

The first step to better care is to start with education. Right now, too
many people believe that the universal health care system also covers
LTC. People know that they want to stay at home in their aging years
but do not know how to navigate the system or even what is available.
This lack of knowledge about the current system, combined with the
voluntary nature of LTC insurance in Canada, has led to a heavy
reliance on publicly funded systems.

There is a lack of awareness in younger years that has partially led to
the disappearance of private LTC solutions. The lack of knowledge,
combined with the unpredictable nature of forecasting LTC, has led to

even fewer insurance solutions 122,

One solution would be to use the thousands of insurance
agents/advisors already in the industry as the front line of educators
when it comes to LTC needs. They could help guide citizens in their
younger years of what social insurance provides and the need for
supplemental income to support their care as they age. The current
approach of a “case manager determining if you qualify” lacks
transparency and leads to patient dissatisfaction. Due to the
fragmented patchwork of LTC services M there is no universal
approach to educating Canadians on the need for a social insurance
program.

Part of this overall education would include more engagement by all
citizens as well as the understanding that while there is a public
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element to an LTC solution, individual responsibility, and savings
remains important (4,

Embracing Competition and Innovation

The lack of a functioning social insurance program has led to intense
regulation and limited choice and competition. Creating legislation
that only transfers funds like the Canada Transfer Act of 2017 is not
useful as it does not solve the issues of sustainability and healthcare
needs. Change needs to be created with policy and effectively
communicated to all groups involved, from labour unions to
universities to medical professionals to regular citizens.

As seen in the German and Japanese examples, implementing a
social insurance program naturally led to greater competition and
innovation. The current system does not offer flexibility in how care can
be delivered. By providing many different solutions and financing for
people to choose from, new jobs will be created, quality control will
naturally occur, and everyone will have choice and control over their
own healthcare. This emphasis on home care instead of institutional
care can only work with a financially sustainable program and a care
provider infrastructure that is transparent and accountable.

SECTION 5: Conclusion

There are so many different aspects of the search for an LTC solution
for Canada and this report has only scratched the surface. Any
changes to LTC or the creation of a social insurance program will
affect many branches of government including immigration,
education, labour, and health. The solution to the LTC crisis will have
far-reaching implications for all parts of Canadian society. This
reinforces the importance of collaboration as the federal government
can provide risk strategies and overall regulation but must respect the
provinces’ “responsibility for program delivery” 20l

Collaboration must also exist between different levels of government
and different groups within society itself. All Canadians must work
together to create a financially sustainable program that is universal
across all classes and all regions.

LTC has become a major financial and emotional strain on many
Canadians and the system can no longer handle the needs. The
population is aging quickly and there are fewer and fewer people to
care for this aging population and less money to help fund the system.
People are falling through the cracks and a universal LTC insurance

plan is the only way to help these vulnerable members of our society.
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In both Germany and Japan, it took a political catalyst before the
country and its citizens made long-term care a priority. Unfortunately,
Canada has not yet had that crisis.

The insurance industry should play an important role in guiding the
legislation and the implementation of this system. They can use their
influence, their knowledge, and their people to help the Canadian
government create a strong integrated system that will ease pressures

on current medical professionals and citizens.

One of the largest factors in the success of an LTC program in
Germany was the idea of “social solidarity.” The culture of Germany
has traditionally supported the idea of universal care within its
communities. This is echoed by the approach in Japan and other
countries. Canada also has this culture of providing for everyone which
is seen in the universal health care system. It is time to take this system
and enhance it with greater care for the most vulnerable members of

Canadian society.

A successful LTC insurance program will be financially sustainable, it
will protect all citizens, wealthy or impoverished, it will protect informal
caregivers, and promote innovation and job creation. There are many
LTC advocates pushing for change as soon as possible. The
demographic changes that will occur in the next decade will be
devastating for an already-strained healthcare system. We all have a
role to play in this major cultural shift and insurance professionals can
be a valuable and knowledgeable asset to the future changes to LTC in

Canada.
The following steps are necessary to address the current challenges:

e Create a true federal social insurance system for LTC in
Canada, with dedicated funding and clear benefits.

e Encourage home care as an option with subsidies for informal

caregivers or caregivers of choice.

e Collaborate across government agencies, particularly labour,
education, health, and immigration to address the lack of

formal caregivers.

e Allow private sector competition with an easing of regulation
to allow for choice and competition to create quality control.

e All of this needs to be coupled with an education component
to assure citizens that this is in the best interest of society and
the current system is not sustainable.
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