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Motivation

With population aging, governments around the world are under growing pressure to
ensure an adequate supply of long-term care. Many countries are therefore seeking to
reform their long-term care systems, but the heterogeneity of individuals’ needs and
preferences makes this task more complex. The study addresses a central question: what
public insurance and long-term care provision policy maximizes welfare when the risks of
loss of autonomyand preferences vary widely?

Québec is a relevant case: administrative data make it possible to observe needs in detail,
while the system is characterized by limited access to home care and institutional care, as
well as labour shortages.

Analysis

The analysis combines a preference survey, administrative data on the risks of loss of
autonomy, and a public policy optimization model. The preference survey was conducted in
2023 among 3,002 Québec residents aged 55 to 69 who were not receiving long-term care
at the time of the survey. Respondents chose between different options, each including a
living arrangement (home, private seniors’ residence [RPA], intermediate resource [IR],
and long-term care centre [CHSLD]), hours of care, out-of-pocket cost, waiting time, and
type of care provider.

The risks of future loss of autonomy are estimated using Québec administrative data on

the needs profiles (Iso-SMAF) of people aged 70 and over between 2014 and 2020. These
profiles, based on an assessment of 29 items, distinguish between physical and cognitive
limitations and make it possible to determine the number of service hours required to meet
individuals’ needs. Respondents’ trajectories of loss of autonomy are then simulated
according to age, sex, health, and income.

Finally, the model determines the characteristics of public insurance policies (coverage of

needs, user fees, number of institutional beds, and insurance contribution rate) that
maximize total welfare under different assumptions. It then compares these “optimal”
policies with the initial system. The model takes into account both individual preferences
(living arrangement, costs, waiting times, and type of provider), risks of loss of autonomy,
and structural constraints (availability of staff and spaces), in order to measure the welfare
gains and losses associated with moving from one system to another.



Results

Preferences for home care are strong, but non-uniform. Individuals with mild limitations
generally prefer to remain at home. This preference weakens as needs become more
significant. For severe disabilities, institutional settings generally become more attractive.
Risks are also highly heterogeneous, and respondents generally underestimate their risk of
loss of autonomy.

Moving to the optimal policy notably increases the service rate for home care and care in
private seniors’ residences. Public costs and the tax rate used to finance services are
tripled. Despite this increase, aggregate welfare rises by $259 million per month for Québec
as a whole. However, the effects are non-uniform: nearly 60% of users gain, while 40%
lose. Those who benefit are more often individuals at high risk of severe disability, and they
generally have lower living expenses.

In an alternative scenario in which labour supply adjusts to demand without requiring wage
increases, the expansion of home care services is much more pronounced: service rates
reach 100% for all types of care. In this scenario, aggregate welfare increases even more,
by $722 million per month, and the public cost is lower than in the baseline optimal scenario
described above, showing that labour market frictions strongly limit the potential gains.

Conclusion

The study shows that a long-term care policy must take preferences, individual risks, and
supply constraints into account. Expanding home care requires an effective strategy to
attract and retain staff. Indeed, potential gains are sharply limited when attracting new
workers requires wage increases — applicable to all workers — in order to fill new
positions.

Lastly, any major reform should consider distributional effects. Even when a policy
increases total welfare, a non-negligible share of the population may incur losses.
Compensation mechanisms could be considered, but their design would need to be
carefully analyzed before any implementation.
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