
ECONOMIC 
NOTES

Elder care in Quebec, and across Canada, is 
nearing a crisis. Seniors are having trouble 
accessing services, and the aging population 
will put immense pressure on the system. 
Moreover, while seniors overwhelmingly prefer 
to age at home, the care system in place has 
resulted in many being prematurely 
institutionalized.1

With a well-developed home care system, 
more seniors could receive care in their homes, 
reducing the dependence on institutionaliza-
tion. One way to shift the focus from institu-
tionalization to home care is through 
continuing-care policies and models that give 
patients a much larger say in what services 
they receive, and more importantly, where they 
receive them. “Cash-for-care” models, common 
across Europe, emphasize choice, consumer 
direction, the development of care markets, 
and market mechanisms.2 Studies suggest 
that these models reduce the reliance on resi-
dential or institutional care.3

FOSTERING MORE HOME-BASED CARE
Cash-for-care (CFC) models give purchasing 
power to long-term care (LTC) recipients through 
direct public transfers to support care at home. 
In contrast, LTC in Canada is mainly funded and 
organized from the perspective of care providers, 
and most users have very little control over 
where and how they receive services.4 
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While CFC models vary from country to 
country, they generally involve monetary 
transfers that give individual users a choice 
in how to spend that budget, either by pur-
chasing professional services or by compen-
sating informal caregivers.5 These transfers 
can take various forms: direct payments, 
care allowances, personal budgets, self-
directed care, attendance allowances, or 
individual budgets.6 In some countries 
where CFC is well developed, such as 
Germany and the Netherlands, there is rela-
tively higher spending on home care, in con-
trast with Canada’s heavy institutional 
spending (see Figure 1).
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Despite differences in policy 
details, CFC models across Europe 
aim to facilitate both formal and 
informal home care through 
patient choice and competition 
between providers.7 

ENSURING CHOICE 
AND AUTONOMY
One of the main principles of cash-
for-care models is “free choice,” 
meaning that recipients can 
choose both the provider and the 
type of care. The choice of how, 
where, when, and by whom care is 
provided can be either explicit or 
implicit. In both Germany and the 
Netherlands, seniors can choose 
between in-kind services or cash to 
spend on the purchase of market 
services for their own care arrange-
ments, including the compensa-
tion of informal caregivers.8 How- 
ever, there are regulatory distinc-
tions regarding the use of the 
benefit that have had differing 
impacts in the two countries.9 

In the German long-term care 
insurance system,10 cash benefits can be trans-
ferred directly to seniors who then manage 
(with care coordinators) the organization of the 
care that best meets their needs.11 Individuals 
who prefer the cash option, though, will receive 
a smaller subsidy than if they were to receive 
services, or care, in kind.12 Research shows posi-
tive welfare effects for seniors following the 
introduction of this system in Germany, stem-
ming from their added autonomy and greater 
self-determination.13 In turn, greater self-deter-
mination leads to more independence, better 
health, and better adjustment to increased 
care needs.14 

In contrast, the Netherlands requires a formal 
employment contract between recipient and 
caregiver.15 This has contributed to a smaller 
proportion of recipients opting for cash pay-
ments compared to Germany,16 likely leading 
to more restrained growth in informal markets 
for care. This may also explain why the propor-
tion of overall spending on home care is higher 
in Germany. At the same time, though, as 
benefits in the Netherlands are quite gener-
ous,17 most eligible seniors use less subsidized 

LTC than they are entitled to, regardless of sup-
ply.18 As the system is well tailored to the needs 
of users, Dutch seniors’ needs are more likely to 
be taken care of at home unless institutionaliz-
ation is a necessity.19 

This contrasts with the situation in Quebec and 
across Canada, where there is little choice over 
the basket of services available,20 and where 
home care support is lacking, leading to the 
over-institutionalization of the elderly. Indeed, 
it is estimated that relatives informally provide 
between 70% and 75% of the care required at 
home Canada-wide,21 and a third of those pro-
viding informal care report being distressed.22 
According to Tracy Johnson, Director of Health 

Cash-for-care (CFC) models give 
purchasing power to long-term care 
(LTC) recipients through direct 
public transfers to support care 
at home.
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Government and compulsory insurance spending 
on LTC by mode of provision, 2017 (or nearest year)

 
Note: Percentages do not sum to 100% as there are other expenditures, including LTC in outpatient 
and day care. 
Source: OECD, Health at a Glance 2019, 2019, p. 239.
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System Analysis and Emerging 
Issues at the Canadian Institute for 
Health Information, “By improving 
home care services and commun-
ity supports, caregivers could be 
better equipped to provide the 
proper care for those who wish to 
stay at home, and be less likely to 
be distressed.”23 The ability to pay 
informal caregivers could help to 
alleviate some of their burden, 
encouraging them to continue 
providing care and thus avoiding 
unnecessary institutionalization.24

DEVELOPING COMPETITIVE 
CARE MARKETS AND IMPROVING 
ACCESS 
Empowering seniors through 
choice not only enhances their 
autonomy; it also promotes and 
fosters competition within the 
care-giving sector itself, thus facili-
tating the expansion of care net-
works. In fact, one outcome of the 
CFC model is increased competi-
tion among care providers result-
ing from consumer-directed 
care.25 

One goal of Germany’s LTC insurance system 
was to reduce the barriers to entry faced by for-
profit home care providers, thus opening the 
market and allowing them to compete with 
the previously dominant non-profit LTC provid-
ers.26 As services for both institutional and 
home care can be offered by a range of public, 
for‐profit, and non-profit providers, recipients 
can choose where and who will provide these 
benefits, which has led to competition for 
users.27 As care providers can practise their 
profession in both the private and public sec-
tors, receive formal training, and are paid dir-
ectly by the state,28 these formal markets have 
developed in both the Netherlands and Ger-
many. In Germany in particular, there has been 
a significant rise in home care options and pro-
vider capacity since the inception of the LTC 
insurance system, especially from the for-profit 
private sector, the non-profit sector remaining 
relatively stable and the public sector remain-
ing quite small29 (see Figure 2).

Cash benefits, on the other hand, are often 
associated with informal and grey30 markets 

that arise with the payment of informal care-
givers. As mentioned, in the Netherlands, a for-
mal contract must be signed by the informal 
caregivers, as well as a justification by the user 
about the use of benefits.31 In contrast, the 
German market is much less regulated, and 
users are not required to justify their use of 
benefits, nor are there any systemic controls on 
their use.32 However, while informal German 
caregivers can be paid by the recipient, the 
amounts are generally not enough to consti-
tute their main source of income. This has led 
to the creation of a private care market outside 
the control of social and labour regulations (that 
is, a grey market) employing low-wage workers, 
often immigrants.33  

Greater self-determination leads to 
more independence, better health, 
and better adjustment to increased 
care needs.

Figure 2

Home care providers by type, 1999 to 2015, Germany

 
Source: Heinz Rothgang et al., “Pflegereport 2017: Schriftenreihe zur Gesundheitsanalyse,” Barmer, 
2017, as cited in World Health Organization, Germany: Country case study on the integrated delivery 
of long-term care, Regional Office for Europe, 2020, p. 26. 
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tures in the long run. Indeed, evidence from 
multiple jurisdictions shows a decline in spend-
ing and long-term cost savings following the 
expansion of home and community care, since 
home care is generally more cost-effective 
than institutional care.42 

However, evidence on the short-term impact 
of CFC models on public expenditures is 
mixed.43 There might be short-term increases 
in spending due to the implementation of a 
CFC model.44

For example, when the Netherlands first 
adopted its CFC system in the 1990s, the basket 
of goods was very broad in scope and in 
entitlements, leading to a sharp increase in 
public costs for CFC benefits. Multiple reforms 
were needed in order to reel in expenditures.45 
This resulted in the provision of institutional 
care to those who need it most versus those 
who can age at home, and there was an 86% 
decrease in seniors requiring low levels of care 
in institutions between 2015 and 2019.46  

By having more defined “basic needs,” Germany 
has been better able to keep a lid on expendi-
tures. Special attention should thus be paid to 
the definition and scope of CFC benefits dur-
ing the implementation phase. 

CONCLUSION
Through the intentional focus on enhancing 
choice, developing care markets, and market 
mechanisms,47 cash-for-care models can foster 
the development of home care and reduce the 
reliance on residential or institutional care.48 
While not all CFC models are created equal, 
there is no need to reinvent the wheel. Public 
authorities in Quebec and elsewhere in Canada 
should look at how such models work in coun-
tries such Germany or the Netherlands, in 
order to allow more seniors to age at home.  

Despite differences in their structures, the CFC 
models in both the German and Dutch systems 
provide choice to those receiving benefits. This 
has resulted in the opening of care markets 
and the creation of new forms of employment, 
and ultimately impacted the organization of 
care work.34 

In Quebec, although a majority want to age at 
home, there are concerns about accessibility.35 
By allowing Quebec seniors to choose the care 
that best meets their needs, these models 
could improve access to care by increasing the 
number of options and providers. In Germany, 
substantial growth in the sector after the bar-
riers to entry for private for-profit providers 
were reduced has increased access, adding 
over 250,000 new jobs to the care market.36  

RISKS TO CONSIDER AND MITIGATE
The German and the Dutch cases show that 
continuing-care policies and models, such as 
cash-for-care, give users flexibility, and a voice 
in how and where they receive care. They also 
indicate, however, that there are potential risks 
to increasing the proportion of home care in 
Canada using such models, related to quality 
control and the containment of public 
expenditures. 

First, in unregulated markets such as Germany’s, 
the use of unqualified workers can lead to poor 
care quality, which can have significant impacts 
on the health of the recipients.37 However, 
there are safeguards which can be imple-
mented, even in an unregulated system, such 
as a training program for informal caregivers, 
covered by health insurance funds,38 and the 
periodic visiting of care recipients to ensure 
their overall situation at home is adequate.39 In 
the Dutch system, quality is enforced by requir-
ing that caregivers be officially hired in order to 
be able to receive any sort of compensation 
and employment-related social rights.  

Second, while containing costs is an implicit 
aim for many of the cash-for-care models in 
Europe,40 the issue of expenditure growth with 
increased access and uptake cannot be ignored. 
The CFC models in both the Netherlands and 
Germany were implemented in response to 
aging populations and to prior policies that 
were both costly and unresponsive.41 Countries 
with better-developed home care do have the 
tendency to experience lower public expendi-

Evidence from multiple jurisdictions 
shows a decline in spending and 
long-term cost savings following 
the expansion of home and 
community care.
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