
Health Policy 119 (2015) 1319–1329

Contents lists available at ScienceDirect

Health  Policy

journa l h om epa ge: www.elsev ier .com/ locate /hea l thpol

Considering  long-term  care  insurance  for  middle-income
countries:  comparing  South  Korea  with  Japan  and  Germany

Jong  Chul  Rheea,b, Nicolae  Donec,∗,  Gerard  F.  Andersond

a Chairman, Healthcare Review and Assessment Committee, Health Insurance Review and Assessment Service, Seoul, Korea
b Department of Health Policy and Management, Johns Hopkins Bloomberg School of Public Health, 225N Collington Avenue, Baltimore,
MD,  21231, USA
c PhD Student in Health Economics and Policy, Department of Health Policy and Management Johns Hopkins Bloomberg School of Public
Health, Baltimore, USA
d Professor, Department of Health Policy and Management, Johns Hopkins Bloomberg School of Public Health, Baltimore, USA

a  r  t  i c  l  e  i  n  f  o

Article history:
Received 4 March 2015
Received in revised form 19 May  2015
Accepted 3 June 2015

Keywords:
Long-term care insurance
Financing
South Korea
Japan
Germany

a  b  s  t  r  a  c  t

Financing  and  provision  of  long-term  care  is an  increasingly  important  concern  for  many
middle-income  countries  experiencing  rapid  population  aging.  We  examine  three  countries
(South  Korea,  Japan,  and Germany)  that  use  social  insurance  to  finance  medical  care  and
have developed  long-term  care  insurance  (LTCI)  systems.  These  countries  have  adopted
different  approaches  to LTCI design  within  the  social  insurance  framework.  We  contrast
their financing  systems  and  draw  lessons  regarding  revenue  generation,  benefits  design,
and eligibility.  Based  on  this  review,  it seems  important  for middle-income  countries  to
start developing  LTCI  schemes  early,  before  aging  becomes  a significant  problem  and  sub-
stantial  revenues  are  needed.  Early  financing  also  ensures  that  the  service  delivery  system
has time  to  adapt  because  most  middle-income  countries  lack the  infrastructure  for  pro-
viding long-term  care  services.  One  approach  is to start  with a limited  benefit  package
and  strict  eligibility  rules  and  expanded  the program  as the  country  develops  sufficient
experience  and  more  providers  became  available.  All  three  countries  use  some  form  of
cost-sharing  to discourage  service  overuse,  combined  with  subsidies  for  poor  populations
to  maintain  appropriate  access.  A major  policy  choice  is  between  cash  benefits  or  direct  pro-
vision  of services  and  the  approach  will  have  a large  impact  on the workforce  participation  of
women.
©  2015  The  Authors.  Published  by  Elsevier  Ireland  Ltd. This  is  an  open  access  article  under

the  CC  BY-NC-ND  license  (http://creativecommons.org/licenses/by-nc-nd/4.0/).

1. Introduction

Because of declining fertility rates and increasing
life expectancy, many middle-income countries are now
beginning to focus on how to finance and develop long-
term care programs. For most middle-income countries,
this is a relatively new issue necessitated primarily by the
changing demographics and an increasing willingness in
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some cultures to allow elders to be cared for outside of
the home. The provision of paid long-term care services
raises many issues, including: the responsibility of families
to provide services to older persons, the provision of insti-
tutional versus home care, the appropriate level of training
for care providers, and many other cultural, financial and
delivery system issues.

In this paper, we focus primarily on one issue – options
for designing a financing system for long-term care in
middle-income countries. We  examine the choices in three
high-income countries that use social health insurance to
finance medical care to guide this discussion. In this article,
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Fig. 1. Population aged 65 years and above as a percentage of the total population, in Korea and developing countries in different world regions, 1960–2050.
Source: [3].

we focus on South Korea as an example of a rapidly aging
country that is currently experiencing the demographic
transition that many middle-income countries will soon
experience and has recently decided to provide publicly
financed long-term care insurance. We  contrast the finan-
cing approach taken by South Korea with the approaches
taken by Germany and Japan. The objective of this compar-
ative policy analysis is to suggest alternative approaches
to finance long term care services in middle-income
countries. We  focus on countries that use social insur-
ance to finance their medical care systems because many
middle-income countries use social insurance to finance
their medical care systems and so will be familiar with this
financing approach [1].

International trends
Fig. 1 shows the aging trends in several World Bank

regions of the world. Most high-income countries already
have an aging population and most have already developed
or are developing long-term care systems. Most middle-
income countries have some additional lead-time before
the demographic transition makes long-term care a press-
ing economic and social problem. By 2050, approximately
20 percent of the population will be 65 or older in the Asian
Pacific, Latin America, Europe, and Central Asian regions.
The Middle East and North Africa regions will approach 15
percent elderly population by mid-century.

1.1. Demographic trends in South Korea

South Korea is an example of a country already in the
middle of the demographic transition. The population of
South Korea nearly doubled in the second half of the 20th

century, from about 25.0 million in 1960 to over 47.0
million in 2000 (Table 1). The birth rate then slowed dra-
matically while at the same time life expectancy increased
rapidly. Between 2000 and 2010, the overall population
growth rate was only 0.5 percent per year; the population
is projected to peak in 2030 at 53.7 million and to decrease
thereafter. This trend is the result of sharply decreasing
total fertility rate, which in 2010 was  the lowest among
OECD countries at 1.2 births per woman, as well as the
increasing life expectancy, which went from 52.4 years in
1960 to 81.1 years in 2011 and is projected to grow to 86.0
years by 2040 [2].

These trends have caused a fundamental change in the
population pyramid in Korea (Fig. 2). Between 1960 and
1990, the proportion of people aged 65 and over increased
relatively slowly, from 3.7 percent to 5.0 percent. It is now
increasing much more rapidly – having reached 11.1 per-
cent in 2010. This trend is projected to accelerate, with
the latest population projections estimating a proportion
of 15.7 percent in 2020, 24.3 percent in 2030, and 34.3 per-
cent in 2050. Perhaps more important for long-term care
services is that the population aged 80 years and over is
estimated to increase from 2.0 percent in 2010 to about
15.0 percent in 2050 [3].

2. Creating long-term care insurance (LCTI) in
South Korea

Deciding on the appropriate LCTI approach can take
years involving many interrelated decisions. The discus-
sion of creating a LTCI system in South Korea began in
2000, when a task force was  created under the Ministry

Table 1
Demographic indicators in S. Korea, 1960–2010.

1960 1970 1980 1990 2000 2010 2020 2030 2040 2050

Population, total (millions) 25.01 32.2 38.1 42.9 47.0 49.4 51.4 52.2 51.1 48.1
Population growth rate, annual (%) 2.91 2.18 1.56 0.99 0.84 0.46 0.3 0.0 −0.4 −1.0
Population aged 65 and over (% of total) 3.7 3.3 3.9 5.0 7.3 11.1 15.5 23.4 32.3 37.4
Fertility rate (births per woman) 6.16 4.53 2.82 1.57 1.47 1.23 1.4 1.5 1.6 1.7
Life  expectancy at birth, females (years) 55.5 65.6 70.0 75.5 79.6 84.1 86.5 88.6 90.5 92.2
Life  expectancy at birth, males (years) 50.6 58.7 61.8 67.3 72.3 77.2 79.8 81.9 83.4 85.5

Source: [3].
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