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Long-Term Care Services
*
 

Background 

The subject of long-term (nursing) care, although of major 

importance to many households in Israel, has not been given the 

extensive public debate that, as a central issue in the 

population’s well-being, it deserves. The issue falls mainly into 

the domain of health policy, but due to its relationship with 

many additional fields and the severity of its problems, we 

believe it deserves separate discussion. Occasionally the media 

carry human-interest stories that illustrate the gravity of the 

problem Israelis encounter when they discover that their health 

funds do not cover long-term inpatient care. Households that 

have paid health-fund dues for years must now cover the cost of 

nursing-home care from their pockets, at thousands of sheqalim 

per month. Accounts of individuals who have been hospitalized 

in acute-care settings although their condition is diagnosed as 

long-term provide examples of problems in long-term inpatient 

care insurance that the State Health Insurance Law has left 

unsolved. The problems pertain to the funding of inpatient care 

and the organization of long-term care, including coordination 

among the agencies that share responsibilities in this field, and, 

in particular, the assurance of continuity of care. Unfortunately, 

the human-interest stories of elderly people and households that 

have encountered the problem are not marginal and exceptional; 

instead, they point to a problematic state of affairs that may be 

typical of thousands of seniors. 

                                                      
*
 This document reflects the discussions and the recommendation of the 

CSPS team, headed by Jacob Menczel, that dealt with long-term care 

services. The final document was prepared by David Chinitz in conjunction 

with Jacob Menczel and is also based on work presented to the team by 

Rachelle Kaye. 
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The recommendations below are based on an analysis of the 

state of geriatric care in Israel, as discussed in the sections 

below. First, we describe the extent of the problem occasioned 

by the exclusion of long-term inpatient care from the services 

covered by National Health Insurance. Second, we present the 

value and organizational perceptions that are crucial in 

policymaking. Several issues are taken up in this context. The 

first concerns the kind of health expenditure that policy should 

address – should it assure a given level of national expenditure 

or only a given level of public expenditure? The second issue 

concerns funding and, especially, whether long-term inpatient 

care and general health insurance should be funded separately. 

The third issue is which institutional player to prefer as the 

manager of long-term care insurance, in view of the challenges 

in regard to coordination and continuity of health services. Some 

of the discussion of these issues is enriched by other countries’ 

experience. 

Policy Recommendations 

The CSPS team expressed three main recommendations that 

also serve as basic guidelines: 

1. Compulsory long-term care insurance: It is preferable 

to make long-term care insurance compulsory rather 

than to leave it the hands of the private insurance 

market. This choice is consistent with the approach of the 

State Health Insurance Law and would cover a larger 

population group at less total expenditure. The team 

believes that policymakers should address themselves to the 

level of national health expenditure and not limit their 

thinking to the containment of public health expenditure. 

2. Integration of care: It is worth considering tasking one 

entity – the health fund – with the provision of long-

term care, in the context of long-term care insurance, in 

order to enhance coordination and continuity of service, 

since fragmentation results in poorer service. 
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3. Separation of funding: funding of long-term inpatient 

and outpatient care and of insurance for corrective 

medical services should be separated. This 

recommendation is prompted by the concern that, if the two 

types of funding are intertwined, long-term patients will find 

it more difficult than those in need of short-term corrective 

care to stand up for their rights and induce the health funds 

to compete to attract and keep them as members. As stated, 

one may consider placing both types of funding in one 

basket if the government is given the tools to assure that the 

health funds allocate enough resources for long-term 

inpatient care. 

The team proposes the following guidelines in respect to 

these main recommendations: 

(1) An additional social tax, for long-term inpatient 

insurance, should be imposed under the State Health 

Insurance Law. The tax should be 1 percent of wage up to 

the wage ceiling stipulated in the State Health Insurance Law 

today. A tax at that level would be progressive, would 

maintain the principle of mutual insurance, and would cover 

the expenses of inpatient care for 8,500 long-term patients in 

addition to the long-term elderly who are partially funded 

today by the Health Ministry (about 7,800). This number 

includes about 6,000 long-term elderly who are receiving 

private care at their own expense or through private 

insurance (including the supplemental long-term insurance 

that the law has transferred from the health funds to private 

insurance companies). 

 This kind of funding for long-term inpatient care would save 

on resources; it would be less expensive than private 

insurance and would cover a larger number of persons in 

need. Although more than 1.5 million health-fund members 

have supplemental insurance (including long-term care up to 

1999), only 50,000-60,000 of them are of retirement age, i.e., 

in the group most likely to require long-term services. 
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Assuming an average monthly premium of NIS 45 for 

supplemental long-term insurance, the totality of resources 

available for this purpose is NIS 700 million – enough to 

cover only a small proportion of those in need. If the 

recommendation to introduce compulsory long-term 

inpatient care insurance at 1 percent of wage is adopted, 

NIS 1.4 billion would be raised, enough to cover the entire 

population in need of long-term inpatient care. The coverage 

would also include a significant portion of caregiver-hours in 

the homes of the elderly, an arrangement that one may 

regard, to some extent, as long-term inpatient care provided 

at home. 

(2) One may also consider the possibility of setting the tax at 

a lower level, say, 0.5 percent. This would generate 

NIS 700 million and cover the needs of long-term inpatient 

care only (to the exclusion of at-home caregivers’ hours). 

This may ease the resistance to the imposition of further 

taxes, especially since it would increase the health tax 

without imposing new taxes. Another possibility is to re-

entitle the health funds to offer long-term care insurance in 

their supplemental programs. However, if the purchase of 

supplemental long-term insurance is elective, the coverage 

will not be universal; presumably, many families would find 

themselves saddled with an intolerably severe financial 

burden. If the supplemental insurance is compulsory, it will 

be no different from a tax increase. 

(3) In principle, one may expect the leadership to favor the 

idea of compulsory long-term inpatient care insurance. 

Beyond its aspects of social justice and solidarity, the 

proposal creates greater efficiency and justice in the use of 

state resources than the existing method, in which some 

people pay high premiums for private long-term insurance 

and most of those in need remain uncovered. If the team’s 

proposal is adopted, the public would, in the final reckoning, 

pay less (or only slightly more) than it pays today and obtain 

much better coverage under the State Health Insurance Law. 
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(4) As for the recommendation to integrate care, the idea 

of assigning long-term inpatient care to the health 

funds should be considered. This would absolve the 

Ministry of Health from having to arrange long-term care 

for some of those in need, would allow the ministry to 

carry out its policymaking, planning, inspection, and 

evaluation duties, and would ease its conflicts of interest 

as both a regulator and a service provider. Notably, long-

term inpatient care is already mentioned in Appendix 3 of 

the State Health Insurance Law; the legislator intended 

from the outset to transfer this responsibility from the 

Health Ministry to the health funds. To assure continuity, 

it would be advantageous to allow the health funds to 

coordinate long-term and acute care. However, the 

experience of the Health Ministry in arranging long-term 

inpatient care for persons in need, and the experience of 

the National Insurance Institute in arranging at-home 

long-term care, should be acknowledged. From the 

standpoint of service delivery, it may be best to base the 

expansion of long-term insurance on the existing 

framework at the first stage and to transfer responsibility 

to the health funds at some later time. There are two 

important criteria in dealing with this issue:  

a. Integration and unification of services on which the 

dependent population relies. The transition from acute illness 

to a state of dependency is gradual, and there is a population 

group that often needs medical and dependency care 

concurrently. Coordination and continuity among the services 

improves the patients’ situation and may assure the provision 

of the appropriate service at the level best suited to their 

condition as it changes over time. Since Israel’s health funds 

are tasked with curative services, they would have a 

pronounced advantage according to this criterion. By placing 

the health funds in charge of long-term care, one may assure 

the existence of one address for coordination and funding of 

medical services and dependency care. On the other hand, 



Socioeconomic Growth Plan                                                                        228 

one may consider prolonging the current situation, in which 

responsibility is divided among various players such as the 

Health Ministry and the National Insurance Institute, and 

establishing improved mechanisms to coordinate care. 

b. Preference of care in the community: this preference 

has become almost axiomatic in the West. In every European 

country reviewed, as well as the United States and Canada, 

no one doubts that it is better, in terms of life quality and in 

economic terms, to care for the dependent elderly in their 

natural community surroundings. Israel has many services, 

such as day centers, that are based largely on its 

acknowledgment of the importance of keeping the elderly in 

the community. However, several features in the array of 

long-term care insurance do not contribute to this goal. 

Commercial insurance companies, for example, are rarely 

motivated to stipulate where care should be provided because 

they pay indemnification or compensation in accordance with 

the insurance policy in any case. In principle and (according 

to the experience in the United States) in practice, 

commercial insurers can use managed care to make care more 

efficient, higher in quality, and less expensive, but insurance 

companies in Israel have not shown an inclination to run 

matters this way. Furthermore, the model of long-term care 

benefits used by National Insurance does not favor any 

specific type of care provision over other types. The health 

funds, which use managed care in serving their members, are 

capable by direct means of assuring the priority of 

community-based service and are doing so today. 

Summing up, the CSPS team recommends the introduction 

of compulsory insurance for long-term inpatient care under the 

State Health Insurance Law and the assignment of responsibility 

for the management of this insurance to the health funds. The 

underlying aim in this recommendation is to reduce national 

health expenditure and to insure the entire population against the 

financial risks of long-term inpatient care. This measure may be 

the first in a trend of transfer of overall responsibility for long-
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term services to the health funds, an intention that corresponds 

to the basic approach of the State Health Insurance Law. Until 

the problem is solved, an additional allocation from the State 

budget to shorten the queue for long-term inpatient care should 

be assured. 

Status of Long-Term Care Services in the 
National Health Insurance Era: Definition 
and Description of the Extent of the Problem 

The State Health Insurance Law (1994) was based on a 

perception of comprehensive and integrated health services. In 

the situation preceding the law, various types of services were 

provided by different players. (The health funds, for example, 

focused mainly on community-based acute medical care and 

inpatient care, while the government – foremost the Health 

Ministry – was responsible for funding and delivering geriatric 

and psychiatric services.) The general conception in the State 

Health Insurance Law was different: the health funds would 

offer a compulsory standard “basket” of services that would 

include, in addition to the services given by the General Health 

Fund (Clalit Health Services) on the determining day – January 

1, 1994 – geriatric and mental-health services. 

The law went into effect on January 1, 1995, but the hope to 

insert geriatric and psychiatric care into the “basket” of services 

that the health funds provide by law has not been requited. The 

plans envisaged the inclusion of mental-health care (discussed in 

another CSPS paper) in the basic package, and several dates for 

the implementation of this measure were set forth. Still, it has 

not been done. Long-term inpatient care, too, has not been 

placed in the “basket.” The main problem in this respect is how 

to cover the costs of care when it is protracted and, at times, 

time-unlimited. This makes long-term care a “catastrophic” risk 

(even more so than psychiatric care) that is difficult to insure for 

the entire population. Since the health funds are financially 

embattled in any case, the inclusion of long-term care services in 

the basic “basket” of insured health care cannot be considered 
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seriously. In any case, the failure to implement this component 

of the law has created a problematic situation that clashes with 

the good augury in the law about covering the entire population 

with long-term care insurance. 

To quantify the extent of the needs, one should quantify the 

population of long-term elderly who have been placed in 

institutions of all kinds, in various combinations of funding. Our 

reckoning also includes those waiting for admission to 

institutions, for whom co-funding has been approved. Thus, the 

total population of long-term elderly is about 16,000. In 1998, 

some 7,800 such people were in institutions with co-funding 

from the Ministry of Health. The ministry’s expenditure on this 

account was NIS 720 million. About 2,000 long-term patients 

were in the queue, waiting for “codes,” i.e., an undertaking from 

the Health Ministry to pay for their admission to long-term 

inpatient care. About 4,000 long-term patients were in private 

institutions licensed by the Health Ministry, at a cost of 

NIS 7,000 – NIS 14,000 per person per month. Additional long-

term elderly patients – about 2,000, in the estimation of the 

Health Ministry – were in unlicensed institutions that charged 

NIS 2,500 – NIS 4,000 per patient per month. Long-term 

patients and their families, including those for whom the Health 

Ministry provides no participation, spend some NIS 600 million 

per year for long-term inpatient care. 

Under the existing Long-Term Care Insurance Law, about 

80,000 persons received at-home care with NIS 1.15 billion in 

government funding (from the operating budget of the National 

Insurance Institute). Households that receive government money 

may augment it by paying directly for extra hours of care; those 

ineligible for support under the Long-Term Care Insurance Law 

must cover the full cost of services by themselves. There is no 

verified information about the extent of their outlays on this 

account. Many households are known to avail themselves of 

foreign workers, sometimes around-the-clock, at a cost of 

NIS 3,000 per month. Until January 1, 1999, some of the 

households’ private expenditures were covered by long-term 
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insurance plans offered in the health funds’ supplemental 

programs or by private insurers. Since then, the law has enjoined 

the funds against including long-term insurance among their 

supplemental services, thus giving the private insurers 

exclusivity. Notably, most private long-term insurance plans are 

more restrictive than the supplemental policies offered by the 

funds until January 1, 1999. Furthermore, private policies are 

relatively expensive and contain conditions that make it difficult 

for people with existing health impairments or at high risk (i.e., 

those truly in need) to arrange long-term coverage. According to 

a survey by the Brookdale Institute in 1997, some 40 percent of 

the population had supplementary insurance including a long-

term care component (before the health funds’ prerogatives in 

offering such policies were revoked in the 1998 Economic 

Arrangements Law) and only 4 percent had private long-term 

insurance. 

Since only four percent of the population held commercial 

long-term care policies before January 1, 1999 (and even if the 

entitlements of people who had supplemental long-term policies 

with the Health Funds were carried over to some extent), the 

award of exclusivity to commercial insurance companies may 

create an uptrend in the share of the population that carries no 

insurance against this risk. One may expect an upturn in 

pressure to increase the state’s participation in covering the cost 

of long-term care. (Today, only some of those who apply to the 

Health Ministry for co-funding of long-term inpatient care are 

answered in the affirmative.) 

In view of current developments, the burden of funding long-

term care services will, in all likelihood, eventually come to rest 

on the shoulders of the State budget. Until then, the situation in 

terms of organization of services and continuity of care for long-

term patients will probably remain unsatisfactory. On the one 

hand, the health funds have an incentive to define patients as 

long-term against the wishes of their families, who prefer to 

leave them in the acute-care hospitals’ internal wards  in order to 

avoid the cost of long-term inpatient care. On the other hand, the 



Socioeconomic Growth Plan                                                                        232 

funds have no way to maneuver between acute-inpatient and 

long-term care. Accordingly, it is likely that elderly patients will 

have much longer stays in acute-care hospitals than the rates we 

know today, the occupancy rates in these hospitals will rise, and 

the pressure on the internal wards, high to begin with, will 

worsen. As a result, the funds’ outlays for acute inpatient care 

may increase. These possible scenarios reflect the lack of a 

comprehensive policy for the elderly that would integrate the 

various levels (primary, secondary, long-term) of service. 

In our estimation, total expenditure by government and 

households – national expenditure – for all long-term care 

services is about NIS 3 billion. This includes government 

expenditure for long-term inpatient care (NIS 720 million), 

households’ outlays for long-term inpatient care (NIS 600 

million), expenditure for home care under the Long-Term Care 

Insurance Law (NIS 1.15 billion), and an approximation of 

expenditure for supplemental home care (assuming, for 

example, that households spend as much as National Insurance 

gives for at-home care). This sum is not adequate for the needs 

of the country’s elderly, who account for 10 percent of the 

population and, in proportional terms, are growing more swiftly 

than in Western countries, especially in the 75+ age bracket. 

Mass immigration from the former Soviet Union is causing the 

rate of increase in the fraction of the elderly in Israel’s 

population, and the long-term inpatient-care needs, to accelerate. 

The situation is leaving many seniors without adequate long-

term care insurance and exposing them and their families, 

especially in the middle-class, to a severe financial burden that 

clashes with the underlying philosophy of the State Health 

Insurance Law. 

Proposed Solution: Value and Organizational 

Perceptions 

Obviously there is no single optimal way to improve the 

situation. The correct ways to tackle the problems of long-term 

care insurance are disputed. Various countries have adopted 
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different solutions. The disagreements are rooted in premises of 

values, ideologies, and social preferences that should be 

clarified when policy alternatives are presented and compared. 

(a) National Versus Public Health Expenditure 

Policymakers should explain whether the indicator of 

importance to them is public health expenditure – that 

implemented through the State budget – or national health 

expenditure. One approach, which the Finance Ministry seems 

to have embraced in recent years, favors limiting public 

expenditure to the extent possible by methods that include 

shifting responsibility for the funding of health services to the 

public. Finance Ministry officials are evidently concerned about 

the expansion of entitlements under the State Health Insurance 

Law because this would stimulate unlimited demand for and 

consumption of health services. In this way of thinking, the 

public’s out-of-pocket expenditure is preferable because it does 

not increase the State budget deficit and is constrained by 

individuals’ abilities and wishes. 

According to a contrasting view, private expenditure for 

health services is susceptible to market failures that make it 

severely wasteful. These market failures are rooted in 

consumers’ lack of adequate information about the commodity – 

health insurance in this case – that they are acquiring. The 

affluent may buy expensive policies that are of dubious value to 

them. If insurance companies offer policies that come with 

strings attached, then those who really need the insurance – the 

ill and the elderly – will not be insured and those who buy the 

policies will not use them. The literature on supplemental 

insurance to Medicare in the United States substantiates these 

phenomena. 

Summing up, the paring of entitlements in public insurance 

may lead to unnecessary expenditure for private insurance that 

those who truly need it, e.g., for long-term care, cannot afford. 

Were the resources presently invested in private and 

supplemental policies pledged instead to the expansion of 

National Health Insurance, in which coverage is universal, a 
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larger population could be covered with no increase in national 

health expenditure. Public expenditure, the portion covered by 

taxes, would increase, but in return more people would be 

covered. 

Thus, when we wish to decide how broad public coverage 

should be, we must consider both national and public 

expenditure and attempt to find the best mix, taking account of 

the utility of each type of expenditure in responding to needs in 

long-term inpatient care. Such a view leads us to the conclusion 

that public expenditure should be expanded for two reasons: to 

broaden the population’s coverage and to contain national health 

expenditure. 

(b) General Medicine and Long-Term Care: 

Integrated   

     Versus Separate Funding 

Long-term inpatient care, unlike acute care administered in 

general hospitals and community clinics, is not listed among the 

health funds’ insured services. In other words, the “basket” of 

insured services includes all types of care that are not defined as 

dependency care. This issue corresponds to another one: the 

division of responsibilities in these fields and the need for 

coordination among the services provided. This subject comes 

up in two contexts: service funding and service delivery. 

Although these aspects are intertwined, we will focus on the 

funding aspect. 

The intention in the State Health Insurance Law was to 

integrate responsibility for funding long-term services (or, at the 

very least, the geriatric services that the government provided 

before the law went into effect) with the funding of curative care 

that the health funds had been providing. As previously noted, 

this integration has yet to be implemented. Part of the reason is 

the protracted deficits of the health funds since the law went into 

effect, which have made the idea of handing the funds the 

additional severe burden of long-term care much less promising. 

However, even were the funds not in deficit, there would be 

reasons to think carefully before integrating the funding for 



Long-Term Care Services                                                                             

235    

 

these services. International experience shows that the two 

funding flows are usually separated. The Netherlands, for 

example, has for many years provided public insurance in 

situations defined as “catastrophic,” including, foremost, long-

term care. In the early 1990s, in an attempt to effect a 

comprehensive reform in the Dutch health system, the 

catastrophic-illness program was merged with general medical 

insurance in a “basket” of services to be provided by institutions 

corresponding to Israel’s health funds. Shortly afterwards, 

catastrophic-illness insurance was again separated from general 

medical coverage. The policymakers in the Dutch health system 

came to the conclusion that in a state of competition – even if 

controlled – among health-care providers, the population in need 

of long-term care would not be able to cope effectively in the 

health-insurance market, making it possible that the funds would 

turn away chronic and long-term patients. Today, catastrophic-

illness insurance in the Netherlands remains compulsory for the 

entire population and is administered by one health-care 

provider in each district. 

In Germany, too, the compulsory long-term insurance 

program introduced in 1995 has not been merged with ordinary 

medical coverage; instead, it is covered by a special tax paid 

alongside the taxes earmarked for health insurance. In Germany, 

unlike the Netherlands, long-term insurance is provided by 

health-care givers that also provide acute medical care. In 

countries such as the United Kingdom, Sweden, and Denmark, 

where health services are funded mainly by general taxes and 

direct government allocations, the responsibility for funding and 

delivering services is divided among various levels of 

government. In most cases, regional agencies are in charge of 

medical services and municipal authorities pay for and deliver 

long-term inpatient and community care. 

As for coordination and continuity of care, the alternative 

structures in various countries may have advantages and 

disadvantages, but it seems universally agreed that funding of 

long-term services and funding of acute medical services 
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should be kept separate. No country was found to have an 

arrangement like that stipulated by Israel’s State Health 

Insurance Law, in which the health funds provide a “basket” of 

services that includes both long-term and acute medical care 

with integrated funding for both. The main reason for the 

omission, as stated, is the concern that acute medicine will be 

given an advantage over long-term care. When drawing 

conclusions on the basis of international experience, one must 

also take into account the health funds’ current state of deficit. 

To make sure that long-term care will serve its declared purpose 

and be adequately funded, the long-term insurance program 

should be kept apart from general medical insurance. On the 

other hand, insofar as one may assure – through regulation by 

the Ministry of Health, for example – that the funds are not 

disinclined to pledge enough of the supplemental resources to 

long-term inpatient care, it would be possible to consider 

placing long-term insurance and acute care in one “basket.” This 

would enhance efficiency, assuming that the funds are allowed 

to make an appropriate substitution of resources between their 

areas of responsibility. 

(c) Management of Insurance and Organization of 

Service  

     Delivery: Who Should Be In Charge? 

In the current situation in Israel, several agencies are involved in 

organizing and providing long-term care. The Health Ministry 

delivers long-term inpatient services including needs 

assessment, placement of patients in inpatient institutions, and 

funding of services. The health funds place long-term patients 

with multiple needs in geriatric inpatient wards, place acute 

patients in internal inpatient wards, and provide other long-term 

patients with community services. The Ministry of Labor and 

Social Affairs provides social services, arranges sheltered 

housing for elderly in the community, and participates in 

funding beds for the frail and the indigent. The National 

Insurance Institute, under the Long-Term Care Insurance Law, 

covers long-term care at home, as described above. 
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Dependent elderly often stay in general hospitals at the health 

funds’ expense while waiting for “codes” (authorization of long-

care inpatient arrangements by the Health Ministry) and/or 

approval of long-term home assistance by the National 

Insurance Institute. About one-third of patients in the internal 

wards of acute-care hospitals are elderly. Some of them are 

“stuck” in beds meant for acute cases even after their condition 

changes. As the State Comptroller noted in his report for 1998: 

“When in need of institutional care or assistance, the elderly and 

their families face a broad spectrum of authorities: the Ministry 

of Health, the Ministry of Labor and Social Affairs, the National 

Insurance Institute, the health funds, municipal authorities, 

private companies, and public entities. Thus, clients are 

sometimes forced to circulate among offices and organizations 

in search of the right address”. 

This proliferation of players in long-term and nursing care 

leads naturally to problems of coordination and continuity. 

Institutional and organizational interests have developed that are 

not always consistent with the well-being of those in need. The 

State Health Insurance Law regarded the health funds as the 

agencies that should assume overall responsibility for long-term 

care and, thereby, should ease the problems resulting from a 

vague and problematic division of responsibilities among those 

active in this field today. 

Every proposal concerning long-term care insurance has 

structural implications for existing institutional interests. 

Therefore, it is important to attempt to create an institutional and 

organizational structure that will facilitate the change required 

and earn the cooperation of those involved. For example, the 

Ministry of Health teams that specialize in determining the need 

for long-term inpatient care and evaluating eligibility for 

services in terms of income level may provide the health funds 

with this service, if the funds will bear the responsibility for 

funding long-term inpatient care. 

 


