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THE INSTITUTE
is a national center devoted to research, experimentation and education in
gerontology and adult human development. It was founded and is funded by the
American Jewish Joint Distribution Committee (AJDC) with the assistance of the
Brookdale Foundation and the support of the Government of the State of Israel.
Its research is policy and programoriented, multidisciplinary and, primarily, of
an applied nature.

The Institute tries to identify socially relevant problems and to recommend
alternative solutions to problems of the health and social services and policies. It
attempts to bring together academic and governmental experts and other public
officials and citizens in order to link research findings with their implementation.
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f^bstract

The LongTerm Care Insurance Law is one of the most complex

pieces of social legislation ever passed in Israel. It was created in

order to meet the urgent needs of the disabled elderly and their
families. On the surface, the objective appears simple  to finance
the personal and homemaking services needed by the elderly to function
on a daytoday basis. In reality, the problem is extremely complex.

The difficulties which arose during the planning process 3re
likely to plague the Law's implementation. They arise from the
different existing and, at times, conflicting approaches regarding the
provision of services to the elderly, and from the financial
implications of these approaches for the national budget.

This article reviews the principal approaches which influenced
the Law's formulation and their financial implications. It also
discusses the compromise which was worked out between the various
approaches as represented by the Law which was passed, and those
factors which will affect the cost of the Law's implementation.

It is shown that it is not possible to determine unequivocally
the expected difference in cost of the different approaches. This
depends on a number of factors in the formulation of the various
approaches and on assumptions made in these approaches regarding the
population's response. Nor is it possible to determine in advance the
cost of the Law which was passed. This, again, depends on the
population's response and also on the way in which the law is
implemented.

In particular. it is emphasized that the calculations of the
Law1s cost which have been made up until now assumed that every
disabled person will utilize his eligibility to the maximum extent.



It is contended that this is not necessarily the case with respect to
a system which first and foremost guarantees eligibility for services .

In a system of this kind the extent to which the family is willing to
provide care is a critical factor: It is likely that not all the
families will exploit their eligibility to the maximum extent.

It is also emphasized that the law provides only a partial
solution to the needs of the disabled elderly. If indeed, the actual
cost is less than the projected cost, it will be possible to use the
surplus to expand the range of services and the eligible population
within the Law's framework.



APPROACHES TO THE
LONGTERM CARE INSURANCE LAW
AND THEIR COST IMPLICATIONS

by Dr. Jack Habib* and Haim Factor**

I. Introduction

The Longterm Care Insurance Law1 is one of the most complex pieces of
social legislation ever passed in Israel. It was created in order to meet the
needs of the disabled elderly and their families.

On the surface, the objective appears simple  to finance the personal
and homemaking services needed by the elderly to function on a daytoday
basis. In reality, the problem is extremely complex.

The difficulties which arose during the planning process are likely to
plague the Law's implementation. They arise from the different and, at times,
conflicting approaches regarding the provision of services to the elderly, and
from the financial implications of these approaches.

The primary contribution of the Law in its current form is:
a. The allocation of additional resources to assist the disabled elderly.
b. The decision to expand forms of assistance which will help the elderly

remain in the community.
This article will review the principal approaches which influenced the

Law's formulation and their financial implications. We will also examine the
compromise, reflected in the Law, which was worked out between the various
approaches and those factors which will affect the cost of its implementation.

2. Review of the Principal Approaches
The Law's designers were faced by two primary questions: (1) How to
combine the formal assistance provided by the State to the elderly with the
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informal assistance provided by the family; (2) Whether to provide the
required supplementary assistance through services inkind or through cash
benefits. These two questions are intertwined and will be discussed together.

Proponents of the various approaches agreed that the responsibility for
meeting all of the needs of the elderly should not be shouldered by the elderly
and their families alone, but that the State should assist. Such assistance has
several objectives: To ensure that there is an adequate response to the
elderly's needs: to prevent a heavy financial burden from falling on the elderly
and to lighten the burden of care imposed on the family; to avoid, to the
extent possible, institutionalization of the elderly and to encourage the
elderly to remain in the community.

However. there were differences of opinion with respect to the division
of responsibility between the State and the individual and the level of public
resources required to encourage families to continue supporting the elderly.
Another factor which distinguished the various approaches was a difference
in social and economic goals related to family assistance. There are those who
view this assistance primarily as a means of reducing public expenditure;
there are those who see it as a solution to the problem of finding suitable and
sufficient manpower to provide care; and there are those who see the
provision of assistance by the family as valuable in and of itself because it is
often the most preferable arrangement from the viewpoint of the elderly and
even the family. An emphasis on the intrinsic value of family support can
justify giving incentives to families to provide care. Such incentives, as in all
incentive systems, would also reach families who would have provided
assistance in any case and so are likely to raise total public costs. However,
those who sufficiently value family care may be willing to bear this additional
cost.

We will now describe the two principal approaches which vied for
approval during the Law's formulation  the "willingness" approach and the
"compensation" approach  and present an analysis of the relative cost of
each. It should be pointed out that we have coined these terms for the sake of
convenience and that they were not used during the public discussion.

A. Willingness principle

According to this principle, the State's role is to supplement the assistance
which the family is willing to provide. One of the important roles of the
professional working with the elderly and their families is to help them define
what they are willing and able to do by themselves. However, there is no
intention to impose tasks on the families. According to this approach, a
family which is willing and able to assist the elderly, will be given less assist
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ance from the State, but the State promises to increase assistance when the
family requires additional help.

B. Compensation principle
According to this approach, the State provides assistance irrespective of
the family's willingness to support the elderly and the assistance it actually
provides. Obviously, this approach means that financial assistance is given
and not service entitlements. Only in this way is it possible to provide equal
public assistance to a family which provides assistance and to a family which
is interested in formal assistance. This also explains why we chose the name
"compensation" approach  the money compensates the family for the
assistance it provides. Some proponents of this approach justify it on the
basis of fairness  that a family should not be penalized because it provides
the assistance, whileothers justify it as a wayof encouraging families to assist
the elderly.

Beyond these two approaches, there is another principle at work which
significantly affects the nature of the public obligation  the degree of
commitment to meet all the elderly person's needs. In the willingness
approach: Is the State willing to provide the assistance required to meet all
the elderly person's needs when the family is either unable or unwilling to
provide care? In the compensation approach: Is the State willing to
compensate the family for all the assistance it gives? There are usually
constraints in public systems with regard to the amount of assistance. These
constraints act as limits on the maximum amount which it is reasonable to
spend to enable an elderly person to remain in the community. This is
because at a certain point, this cost exceeds the cost of institutionalization.
Sometimes these constraints are fixed at a lower level than the cost of
institutionalization and reflect the desire to save on public expenditure.
However, there are also those who prefer to enable the elderly to remain in
the community even if the cost is greater if that is the elderly's preference.

These constraints have a greal deal of significance with respect to the
principles described above. They introduce an element of coercion because
the family must choose between the provision of assistance to the elderly and
the risk that the elderly's needs will not be met.

In order to illustrate the two approaches and estimate the difference in
their costs, we will present an example of three families (see Table 1). In all
three cases, a similar degree of care is required  some 30 hours of assistance
per week. The difference among the three cases lies in the families' willingness
to provide assistance: The Levy family is not willing to help at all; the Hazan
family is willing to provide some 20 hoursof assistance; and the Cohen family
is willing to provide all the assistance that is needed.
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Table 1 . Alternative Approaches to
Provision of Formal Support

Hours needed or provided (perweek)

Levy Hazan Cohen

Needs 30 30 30
Family willingness 0 20 30

Formal Assistance
Willingness Approach
Full needs 30 10 0
Partial needs 20 10 0

Compensation Approach
Full needs 30 30 30
Partial needs 20 20 20

Table 1 presents the amount of public assistance the elderly will receive
under the "willingness" approach and the "compensation" approach
according to alternative degrees of obligation to meet the needs  complete
or partial.

We see that the amount of assistance provided to the elderly is the same
under the compensation approach and changes under the willingness
approach in accordance with the family's willingness. Table 1 also illustrates
the possibility of partial treatment of needs by presenting an option in which a
maximum of 20 hours of assistance per week is allowed (labeled partial
needs). Due to the limits in the amount of assistance, not all of Mr. Levy^
needs will be met unless the family decides to provide the missing assistance
after all. In the cases of Mr. Hazan and Mr. Levy, this limitation does not
have any effect under the willingness approach, as less than 20 hours is
required in any case. However, in the compensation approach, all three
families lose. It will not be reflected in unmet needs in the Hazan and Cohen
cases, but rather in partial compensation to the families for their assistance.

In order to estimate the cost of the two different approaches, we will
assume a distribution of the population of elderly between the types of
families as presented in Table 2. In order to simplify the calculations we
consider only two types of families (Cohen and Levy). First we must
determine the population distribution between the two typesof families. (The
present distribution of families in Israel reflects a situation in which a
majority of the families is closer to the Cohen or Hazan families). The
primary question is: How will the families be distributed when the services are
much more available? Obviously, someof the families will reduce the amount
of assistance that they will provide, but the question is  by how much, and
whether they will continue to shoulder the main burden of care?
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Table 2. Weekly Cost for Systems Based on the
Willingness Approach and the Compensation Approach,

with Alternative Hypothetical Populations and
Alternative Rates of Compensation for Families'

Alternative Distribution

ABC
80*70 Cohen I6q Cohen 0<7'c Cohen
20wc Levy 84<7C Levy 100'^ Levy

Patternof Assistance
Formal 600 2.520 3.000
Informal 2,400 480 0

Costs (in dollars)3
Willingness Approach 3,000 12.600 15.000
Compensation Approach

l00>fof the formalcost (S5) 15,000 15.000 15,000
8O9cf of the formal cost ($4) I 2,600 14.520 15,000
60<7c of the formal cost ($3) 10,200 14.040 15.000

1 Assuming that in both approaches all of the needs of the elderly are met,
and the number of the elderly in the community is fixed.

2 Assuming that there are 100 families that are divided among the two types
of families presented in Table I: the Cohen family, where the elderly
person needs 30 weekly hours of assistance and the family is willing to
provide all the assistance: and the Levy family. where the elderly person
also needs 30 hoursof care, but the family doesn't help at all. See Table 1.

3 Payment for formal hours is $5 an hour. while three alternative levels of
payment for informal care are considered.

Those who claim that the compensation method will be cheaper assume
that the distribution will be very different under the two approaches, and that
the amount of familiy assistance will be less under the willingness system.
This claim is questionable from a theoretical viewpoint. The contention is,
that because the families will receive payment for every hour of care which
they provide, this will encourage them to provide more care. However, on the
other hand, the compensation provides the family and the client with an
additional income which enables them and encourages them, to purchase
more formal services. It is impossible to predict which effect will be stronger.

The difference between the two approaches may also be expressed in
requests for institutionalization. Oneof the major arguments put forth during
the public discussion was that payments to families will prevent them from
turning to institutionalization. But it is important to emphasize that the
provision of services under the willingness principle is also likely to reduce
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requests for institutionalization, by meeting the needs of the elderly and
alleviating the families' burden. So the question is, what is the difference in
effectof the two approaches on requests for institutional placement? To look
at this question, we will examine the possible quantitative ramifications, of an
effect on institutional care.

A second argument expounded by proponents of the compensation
principle refers to the cost of an hourof help. In the willingness pirnciple, this
cost is determined according to the market price of formal services. Today,
the price is about 4 dollars, but with growing demand it may be assumed that
the price will irse to at least five dollars. In the compensation approach it is
possible to differentiate between the cost per hour of formal help and the cost
per hour of family help, and to set a lower compensation rate for the family.

Table 2 presents the relative cost of the two pirnciples, based on different
assumptions regarding the distribution of families, and about the gap
between the prices of formal and informal assistance. Three alternative
distributions of families are presented. In the first  8096 of the families
resemble the Cohen family and 2096 resemble the Levy family, i.e., similar to
the existing situation. In the second  the percentage of families resembling
the Cohens is reduced to 169& and the percentage of families resembling the
Levys has risen to 8496. In the third distribution, all the families resemble the
Levys, i.e., there is no more family care. Part I of the table presents the
division between hours of formal care and hours of informal care based on

: the three assumptions. The costs are calculated in part II of the table for
alternative compensation rates for family assistance. Three alternatives are
presented: 1009cof the formal rate (i.e., identical), 8096 and 6096. We assume.
at this stage of the analysis, that there will be no difference in the number of
families living in the community, i.e., there is no difference in the effect of
either principle on the extent of institutionalization.

The cost calculations presented in the table lead to a number of
conclusions. If there is no difference in the rateof compensation for an hour
of formal assistance and an hour of family assistance then the compensation
pirnciple will always be more expensive. Only if families stop providing care
altogether, will the cost of both methods be identical. When the hours of
family care are compensated at a lower price, the relative cost of the two
methods is unclear. The cost depends on the difference in family assistance
under the two principles and on the level of compensation for one hour of
family assistance. As seen in Table 2, at an 8096 compensation level the
difference between the distirbutions needs to be considerable. So that only if
the distribution in the willingness approach is as in Assumption B, and the
distribution in the compensation approach is as in Assumption A  will the
cost of the two approaches be identical. The more we lower the percentage of
compensation, the less the required difference in the distributions, in order
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that the cost of the compensation principle be less than the cost ot the
willingness principle.

We now consider the possible differential effect on institutionalization.
In Israel today, 2.2 percent of the elderly are in nursing institutions. They
constitute 708096of the nursing population living in the community. In other
words, were we to completely prevent institutionalization, the number of
disabled elderly living in the community would increase by this percentage. A
1983 study on the possibility of preventing institutionalization among elderly
on waiting lists for institutional placement in three cities (Habib et al 1986)
found that approximately 5O9rf of the severely impaired elderly could have
remained in the community, if the community services were expanded. We
assume that a lower rate of institutionalized elderly could live in the commun
ity  about 3096 at most. Based on this assumption. we arrived at a maxi
mum growth of 259cf in the numberof the elderly in the community. Prevent
ing institutionalization would raise the cost of community care, but there
would be a saving in the cost of institutional care. The overall saving is a
function of the difference between the cost of these two forms of care. In the
above study (Habib et al., 1986), the average difference in cost was found to
be about $ 1 25 for the severely disabled, which is about 1 7'70 of the public cost
of institutional care. Thus, it is possible to save on overall costs if the expan
sion of community services reduces the occurrence of institutionalization. But
for purposesof comparison between the methods, not only the absolute effect
on institutionalization is important, but also the differences in the efforts
between the two methods. There are two aspects to be considered:

1 . Will the reduction in institutionalization be greater in one method than in
the other? There is no certainty that the difference will be significant; in
any case, there is no evidence to this effect in the literature.

2. Will the difference in the cost of care in the community as opposed to in
an institution be different in the two methods?

The relative cost itself is related to the amount of family assistance. In
the compensation method, the difference will be smaller, unless the rate of
compensation for a family is lower than the payment for formal help, and
there is a significant difference between the methods in the amount of family
assistance. In the final analysis, the effects on institutionalization could bring
about an additional difference in cost between the two methods, but this is
not unequivocal, and the difference is not likely to be large.
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3. The New LongTerm Care Insurance Law

The principle behind the law that was finally passed does not purely relfect
either of the concepts, but rather is a compromise between the two. The main
features are:

a. The law provides an entitlement within the framework of social insurance.
This means that there is no budget constraint, and that the needs of
everyone who is found eligible are to be met. If the expenditure exceeds
revenues, then the law can be changed in order to achieve a balance 
either by paring down eligibility or expanding the rate of contributions.
This also means that anyone who considers himself unjustly deprived of
benefits may appeal to the labor courts.

b. The law entitles clients first of all to receive services. The service provider
may be a public or private agency, or even a neighbor. The payment,
however, must be made directly by the National Insurance Institute to the
provider. Only if the service is not available is the client entitled to a cash
benefit, which may be used for any purpose  the client is not obliged to
purchase a service with it. The cash benefit, in these cases, will be pure
compensation, since if there are no available services. the money cannot
be used for purchasing services in any case. The combination of ensuring
services and cash benefits is a unique feature that sets the law apart from
other frameworks which guarantee services both in Israel and abroad such
as public or private health insurance. However,if there are restrictions on
types of providers or on wage rates under the law, the family may be able
to mobilize the support in cases when the formal system is unable to do so.

c. The law defines eligibility for assistance in monetary terms, and the sums
are linked to the average market wage. Here, too, the law differs from
other frameworks which guarantee services where entitlements are usually
defined in terms of service units. This means that if the relative wages of
homeservice providers changes, then the real value of entitlements
within the framework of the law will also change. The amount of the
benefit is in accordance with two levels of disability: "Disabled in most
activities of daily living" and "Disabled in all activities of daily living".
Thus, the rangeof eligibility is not continuous with the rangeof needs, as
is usually the case in laws which guarantee services, but rather, clients with
different levels of need are eligible for the same amount of assistance. The
significance of this way of defining entitlements will depend on how the
law is actually implemented, as will be explained below.

d. Eligibility is determined on the basis of the need for assistance, due to
functional disabilities. However, people with the same functional disabili
ties may require different amounts of assistance from the formal services
depending on their living conditions and family relationships. For exam
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pie, an elderly person who lives with a spouse or children will need less
homemaking assistance (about 739rf of the severely disabled elderly live
with their spouse or child), as many families are interested in providing
some of the personal care themselves. It is not to be expected, therefore,
that the clients will request all the assistance to which they are entitled,
and there is no reason to encourage them to do so. The role of the
professionals responsible for creating a care plan for eligible clients will be
to assist the clients and their families to find the desired balance between
formal and informal assistance.

e. The law does not attempt to meet all the needs of the elderly, even with
regard to those services covered by the law. Eligibility is limited to a fixed
amount which equals, in terms of purchasing power for personal care
services, about 12 weekly hours of care for a partially disabled person.
This does not exceed the maximum eligibility level available today in the
Ministry of Health and Kupat Holim frameworks. On the other hand, a.

disabled client could need 30 weekly hours of help. If the family is unwil
ling to meet some of these needs, the client will be forced either to apply to
an institution or remain in the community with some needs unmet, or else
the family will have to provide more help than they want to. Another
possibility is that the client will receive supplemental services from the
frameworks which currently supply these services (Ministry of Social
Affairs, Ministry of Health, and Kupat Holim), however, this depends on
maintaining the real value of the budgets allocated to these agencies for
this purpose.
In summary, it appears that the law is a framework that provides a

unique combination of entitlements for services and cash benefits, with a
partial commitment to meet the needs of the elderly. Against the background
of the overall service system, a threetier system emerges:

a. The first tier, the Nursing Care Insurance Law, thus provides services on
the basis of legal entitlement to anyone whose income is below a given
level, with no budget limitations and with the right to appeal to the labor
court.

b. The second tier, run by Kupat Holim Klalit, provides services within the
framework of overall health insurance. As the system works at present,
every elderly client who meets the eligibility criteria will receive assistance,
regardless of budgetary considerations. However, financial participation
geared to income level is expected. Lately, stricter eligibility criteria and
higher participation rates for elderly clients have been imposed.

c. The third tier, run by the Ministry of Labor and Social Affairs, provides
services within budgetary limitations. This tier is aimed exclusively at
lowincome populations.
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The relationship between these three tiers is described in Table 3. In the
ifrst column, which is divided into three parts, we differentiate among three
levels of disability according to the amount of assistance required. According
to the preliminary plan, only the two categories found below the double line
will be eligible within the Law's framework; that is, anyone needing 12 hours of
assistance or more. This population numbers about 8,800 disabled clients.
The category above the double line, which includes some 22,700 disabled
clients who need less than 12 hours of help, will not be eligible within the law.

Table 3. Extent of Need and Extent of Eligibility
for Assistance Within the Frameworkof the Nursing Law

and Within the Existing Frameworks

Extent of Need
for personal care Entitlements for Personal Care and Homemaking

Not Entitled Under the Nursing Law

(11 weekly hours Kupat Holim: Personal care up to 5 weekly hours

22,700 elderly1 Ministryof Health: Personal care up to 5 weekly
hours (income tested)

Ministryof Social Affairs: Personal care up to 6

weekly hours (income tested)

Homemaking services  (income tested)

Entitled Under the Nursing Law

1222 weekly hours Nursing Law: Personal care and homemaking
5,460 elderly1 12 hours weekly

Kupat Holim: Personal care 57 weekly hours
(participation based on income)

Ministry of Health: Personal care 57 weekly hours
(income tested)

MinistryofSocial Affairs: Some are entitled to homemaking
(income testing)

jj weekly hours Nursing Law: Personal care and homemaking
or more 18 hours weekly

3 360 e1der|y1 Kupat Holim: Personal care 918 weekly hours
(Participation based on income)

Ministryof Health: Personal care 918 weekly hours
(income tested)

MinistryofSocial Affairs: Some are entitled to homemaking
(income tested)

I Estimates for 1985
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We will ifrst focus on the bottom part of the Table. This part makes a
further distinction, between those who meet the income test under the law
and those who do not. Eligibility within the law is divided into two benefit
levels. As mentioned above, translating the value of the benefit into purchas
ing power of hours of care by a home aide, at the market rates, shows that at
the low eligibility level a person is entitled to 12 hours of assistance. Clients
included in this category will need. according to their functional status, 1223
hours. When there is a family that provides partof the care, it is likely that 12
hours will be enough, or that the client will not even need the entire 12 hours;
but if the client has no family to provide some of the care, then 12 hours will
not be enough, and this client will have to receive help from some other
sources, or may apply to an institution. According to current eligibility
rates, such clients can receive an additional 57 hours of personal care, and
may also receive, if they have low incomes, homemaking assistance from the
Ministry of Social Affairs.

The group eligible for the higher benefit will be able to purchase about
18 hours. This group includes people who need more than 23 hours of care,
and who may even need, in some cases, 3050 weekly hours. Here, too.
everything depends on the extent of help that the family provides: if the
family gives no help, then the client will need additional assistance from the
existing system, which can provide an additional 918 weekly hours of help to
this group.

This analysis highlights the importance of guaranteeing current budge
tary frameworks which are the basis for enabling clients to remain in the
community when they are in need of assistance over and above the level
guaranteed by the law. However, the importance of family assistance is also
evident, since the existing system does not have sufficient resources to pro
vide supplemental assistance to all the clients who will need it, if their families
discontinue providing help. It also shows the importance of an organizational
system which combines an overall view of the needs and the means available
to the system both within and outside the framework of the law.

A large disabled population will not be eligible under the Nursing law.
This includes those who are sufficiently disabled, but do not meet the income
test. They can receive partial participation from Kupat Holim. For less dis
abled clients, all the Ministries and Kupat Holim are involved in providing
assistance, as reflected in the top partof Table 3.

The size of the noneligible population emphasizes the importance of
continuing to develop the programs earmarked for the populations which are
not covered. This population increases rapidly from year to year, and even
today, its needs are very partially met. The rather arbitrary dividing line
between those who are eligible and those who are not suggests that there will
be pressure on the professionals who perform the functional assessments to
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somewhat exaggerate the clients' disabilities so that they will meet the eligibil
ity criteria. This is natural in any system that divides entitlements according
to arbitrary criteria. It may enhance the pressure on the law's budgetary
framework, and it has negative consequences, both from the viewpointof the
client, who is given a label which does not match his condition and from the
viewpoint of the professionals' attitude toward the law. A further danger is
that the law will create the illusion among the elderly that their needs can be
met, while in fact this is not true for a great many of them. This will put the
professional caregivers and existing care frameworks in a difficult position. It
emphasizes the importance of coordination between the system that estab
lishes eligibility within the law, and the system that establishes eligibility
outside the law, so that clients will not be sent back emptyhanded.Of course,
the ability to meet their needs are a function of the extent to which a realistic
budgetary framework is maintained  one which grows with the growing
needs of those populations that are not included in the framework of the law.

4. The Costofthe Law
Having described the law's principal features, it is possible to analyze the
factors which determine its cost. The actual cost of the law depends on a
number of factors:
1. The number of clients who apply and meet the functional and income

tests.
2. The extent of demand for services by those who are found to be eligible.

As will become apparent, it is not possible to project with certainty the
cost of the law, but it is important to identify the various factors that could
affect it.

a. Numberofpeoplemeetingfunctional and income tests: This depends on
four major factors: The disability tests themselves, the population distribu
tion by disability level, the tendency to seek assistance, and the amount of
pressure applied by the clients on the nurses who perform the functional
assessments.

The disability tests will have to provide a practical interpretation of the
law's general intent that people disabled in most or allof their daily activities
are entitled to assistance. Information on the distribution of disability in the
population is not fully available. During the preliminary preparations for the
law's implementation, a person who is disabled in most activities of daily
living was defined as one in need of 12 hours of personal care assistance. On
the basis of the B'nei Brak Survey (Brookdale Institute and the National
Insurance Institute, 1986) it was estimated that about 31,500 people are dis
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abled in personal care, andof these about 8,800 need at least 12 hoursof help.
The higher levelof eligibility parallels a need for 23 weekly hours, and in this
category there are an estimated 3,400 people. It is not possible to estimate in
advance how many of those eligible will actually apply. It is also impossible
to estimate how different the assessments of the functional condition in the
survey will be from that determined during the eligibility process. Of those
which meet the functional test, some will be eliminated because they will not
pass the income test. The severity of this test has not as yet been determined,
so the extent of its effect cannot as yet be assessed. It will probably exclude
JO20%ofthe elderly,

b. Extentof demand by those eligiblefor services: The cost of the law will
be determined, in the end, by the extent to which those eligible utilize the
sums available to them. As mentioned above, this will depend on the willing
ness of the families to provide some of the help; this is a factor that is
impossible to determine in advance. Another factor is the extent to which the
services are available, so that the assistance will be provided more in the form
of services than as a cash benefit. Here, there are two principles at work that
have opposite effects on the cost of the law's implementation. If the services
are available, we hypothesize that the natural reluctance to accept formal
services will act to reduce demand. If the services are not available. and the
clients are able to receive a cash benefit, then we hypothesize there will be
more applications, and each application will want to receive the total amount
that he is entitled to. However, the maximum sum for the cash benefit is only
809? of the benefit given for purchase of services. Because there are two
opposing effects. it is impossible to predetermine the effectof service availa
bility on the final cost of the law. A further question is, what will happen if
the services are partially available, but insufficient to meet all of the client's
needs. Will he then be entitled to a p'artial cash benefit. and of what amount?

The budgetary assessments which accompanied the law were based on
the conservative assumption that all those eligible would apply and utilize
their entitlements to the full extent. According to this estimate. the law's cost
will be $20 million in 1985 cash terms. Those who do not pass the income test
as well as those who receive a cash payment amounting to 8090 of the benefit
should be deducted from this calculation. This should lower the cost by 1020
percent to 1618 million dollars annually.

By 1995, the number of disabled in personal care will increase by 4696
(from 31,500 in 1985 to 46,100 in 1995). The number of eligible elderly will
rise by a similar rate, reaching 13,000. The cost of the law, in 1995, based on
the same assumptions will thus be $30 million (in real dollars). When the
income tests and the smaller payments to those receiving cash benefits are
taken into account, the cost declines to $2427 million.
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The estimated annual revenue from the law in fixed dollars are $15
million over time. Thus, the gap between the current expenditure and the
current revenues collected will reach, according to conservative estimates,
about $5 million in 1985 terms, and about $15 million by 1995.If the income
tests, etc. are taking into account, the gap will fall to $912 million by 1995.

The gap between the revenues and the current expenditures will be
covered in the first stage by the reserve fund that has been building up on the
basis of social security contributions since 1980. This, however, will only
suffice to cover the deifcit in the first years. It will eventually be necessary
either to increase the rate of contribution, to ifnd other funding sources, or to
lower benefits.

c.Other factors that were not taken into consideration: There are some
additional factors that were not taken into account when estimating the costs,
but should be mentioned.

As we noted in the first part of the paper, the law may reduce the
population in institutions. In such a case, the direct cost of the law would
rise, because a greater number of disabled elderly would be living in the
community. We estimate that this effect could increase the numberof eligible
clients by a maximum of approximately 2596. The impact on costs could
differ slightly, depending on the levelof disability among those whose institu
tionalization is prevented. However, beyond the direct effect of the law, it
should be noted that the projections regarding the developmentof the cost of
the law are based on certain assumptions regarding the availability of beds,
and accordingly the number of elderly in the community. Speciifcally, they
are based on the assumption that the number of elderly in institutions will
reach 1 2,400 in 1 995, which entails an expansion of more than 5096 in institu
tional solutions. But in fact it is doubtful whether the resources for develop
ing these solutions will be found, and more importantly, there is no assurance
that the budget for the daily finance of this many beds by the Ministries of
Health and Social Affairs will be available. If the nursing beds are not
financed and expanded, the number of those eligible under the law in 1995
could increase by about 2,300 disabled elderly, or about 189£). Another factor
is the possible eligibility of some of the elderly in institutions. The law does
not allow anyone in a nursing facility to receive a benefit, but people who
meet the disability criteria may receive the benefit if they are residents of
institutions for frail or independent elderly. This might lead to attempts to
keep or place nursing clients in facilities that are not officially recognized as
intended for this population, as a way of receiving assistance under the law.
There is no way of making a quantitative estimate of the possible impact of
this factor.
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4. Summary

In this paper we have tried to analyze the different approaches that were
proposed in the public debate on the nursing insurance law, and their possible
cost implications. As we have seen, it is impossible to determine unequivo
cally the expected difference in cost, as it depends on how each option is
specificed, and on assumptions regarding the responseof the elderly and their
families to the different options. We have also analyzed the versionof the law
that was finally passed, and showed it to be a compromise between the
various possible approaches.

It is impossible to project the cost of the law that was passed because it
depends on the nature of the public's response to the law and on how the law
will be implemented. In particular, we emphasized that the calculationsof the
law's cost were based on the assumption that every disabled person would
make full use of his eligibility. This will not necessarily be the case in a system
that first and foremost guarantees eligibility for services. In this type of
system, the extent of the family's willingness to provide care is a factor that
affects whether or not the potential benefits are claimed. At the same time,
the law guarantees that when the elderly are interested in using their eligibility
to the full extent, assistance will be avaiable to them. We also emphasized
that the law provides only a partial solution to the needs of the disabled
elderly. If indeed the actual cost is smaller than the projected and planned
cost, it will be possible to channel the surplus to enlarging the extent of
assistance to those populations that are eligible and those that are not cur
rently eligible.
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למעשה. הלכה מחקר מסקנות מימוש
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תקציר

ביטראל המוגבלים הקשישים של הצרכים על לענות נועד סיעוד ביטוח חוק
אישי ובטיפול בית בשירותי לעזרה מימון להם ולספק משפחותיהם, בני ו^ל

הכנתו אשר בארץ, ביותר המורכבים הסיעוד מחוקי אחד הינו זה חוק יומיומי.
יישומו ואת החוק הכנת תהליך את שליוו הקשיים ביותר. מסובכות היו והחלתו

מבעיות והן הקשישים לצורכי המתכננים של השונות מהגישות הן נובעים
תקציביות.

ואת החוק של עיצובו על שהשפיעו העיקריות הגישות את סוקר זה מאמר

את שיקבעו הגורמים ואת לבסוף שהושגה הפשרה את ומציג הכספיות, השלכותיהן
למעשה. החוק הפעלת עלות

בעלות הצפויים ההבדלים את בוודאות לקבוע ניתן שלא מראים, הממצאים
הגישות עיצוב של שונים במרכיבים תלוי הדבר השונות. הגישות פי על החוק
של בסופו שהתקבל, החוק עלות גם האוכלוסייה. תגובת לגבי ובהנחות השונות

והיא האוכלוסייה, בתגובת תלויה היא אף שכן לחיזוי, ניתנת אינה דבר,
החוק. יישום מאופן גם תושפע

שכל הניחו, כה עד שנעשו החוק עלות שחישובי במיוחד, מדגיש המאמר

לגבי בהכרח נכון אינו הדבר אולם זכאותו. מלוא את למצות עשוי מוגבל
מידת כזו במערכת לשירותים. הזכאות את ובראשונה בראש המבטיחה מערכת
ורבים העלות, על משפיעה הטיפול את בעצמה לספק המשפחה של הנכונות

שהודגשה נוספת נקודה זכאותן. מרב את המשפחות ינצלו תמיד שלא הסיכויים
המוגבלים. הקשישים מצורכי חלק על רק עונה ©החוק היא, זה במאמר

הפניית תיתכן החזויה, העלות מן נמוכה בפועל העלות תהיה אכן אם

במסגרת הזכאים אוכלוסיית ושל השירותים היקף של להרחבה ש"שארו העודפים
החוק.


