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The sectoral study commissioned by the Irish Nursing Homes 
Organisation, and conducted by Residential Care Consultants, provides 
both a snapshot in time of the state of the long term care industry, and 

an ongoing research instrument which can be used by all sectors 
engaged in long term care. The INHO plans to update the survey at 

appropriate intervals. The INHO regards this sectoral study as part of 
its credentials as a consultative body for the industry, and welcomes 
comments and contributions from all those engaged in the essential 

business of long term care. 



Executive Summary 

• Demographic projections for Ireland pose a real challenge to 

policy makers and planners, if an adequate response is to be 

made to the needs of a growing elderly population. 

• The number of persons aged 65+ living in the State is 

projected to rise from 413,921 (or 11.4% ofthe population) in 

1996 to 449,900 ( 11.4%) in 2006, 577,400 ( 14.1 %) in 2016, and 

753,500 ( 18.2%) in 2026. 

• Provision of all care services, including long term care, must 

be carefully planned to meet the developing demand in an 

appropriate and sustainable manner. 

• Most health care planners work on the basis that there will 

be a continuing requirement for S% of 65+ persons being 

accommodated in long term care, but increasingly the norm of 

I 0% of 75+ is being used. 

• Demographic pressures are not the same in Ireland as in 

other western countries, and Ireland should not be faced with 

the same questions of affordability of social provision for older 

people as have arisen in other countries. There is therefore, 

welcome time and opportunity for proper planning. 

• Historical data show that the private sector is ready to 

meet perceived demand for long term care on an ongoing basis, 

and the indications are that it will continue to do so. 

• The national average of bed provision for long term care is 

50 per thousand of persons aged 65+. In 1995, the public

private share of this provision was 46% and 54% respectively. 

By 1998, this had changed to 43% and 57% respectively .... overall, 

the development of residential services has been accidental 

rather than planned and shows strong signs of so continuing. 

• Figures gleaned from various sources indicate an ongoing 

bed occupancy in long stay accommodation of 90-94%, with 

private facilities comparing closely to those in the public sector. 

• There is an increasing realisation that residential care is for 

shorter and shorter periods. According to the Department of 

Health, 87% of those discharged from all long stay facil ities, 

public and private, in 1996 were resident for less than one year; 

77% of them were resident for less than three months. Of the 

total, 63% were discharged to the community, while 22% were 

due to death. 

• If the private sector ceased to exist, the beds it currently 

provides would cost the State in the region of !450 million in 

capital expenditure to replace. The current expenditure to run 

those beds would require about !230 million per annum. 

• In current terms, the private sector has an annual gross 

turnover of about £200 million. Close to £ 120 million is paid 

out to nursing home staff. with over £25 million recouped by 

Government in PAYE and PRSI. 

• Historically the cost of care 1n pnvate homes was 

s1gn1ficantly less than in public sector facilities, and th1s is still 

the case. However, there is now apparent a clear convergence 

between them, raising the issue of including the pnvate sector 

m future policy development by the State. The s1gnrficant 

capital cost element makes the purchase of care by the health 

boards from the private sector a very rational choice. 

• Persons over 65 consume, on average, roughly four times as 

much health care as those below 65, according to an OECD 

report. However, it also states that ageing has not been a 

dominant factor in overall health expenditure growth over the 

past three decades. 

• Anyone in receipt only of the Old Age Pension is not in a 

position to even contemplate purchasing care from their own 

resources. While the OAP has increased in real terms in 

recent years, the rate of increase is less than the cost of care. 

• The present subvention system operated through the health 

boards for private long term care covered 60% of the cost 

when it was introduced. Since then the rate of subvention has 

not been increased with the result that its contribution has 

decreased to 35% of the cost of care in present day terms. 

• There are no specific funding plans in Ireland for long term 

care under health insurance. VHI provides only two weeks of 

post-hospital convalescence cover, and their clients may well 

have to pay a top-up, or balancing charge to the nursing homes 

even at that. BUPA's current cover is even less adequate. 

• The insurance industry apparently sees too many difficulties 

in putting together packages which will adequately cover the 

cost of long term care without them being so prohibitive in 

premium cost as to put off the majority of potential users. 

• There are ongoing attempts to work out the best balance 

between nursing home wages that will properly reward staff, 

and ever rising costs which are putting long term care 

increasingly out of reach of those who need it. 

• The shortage of Registered Nurses and Care Staff is a 

growing problem, for reasons including low rates of pay and low 

status perception. Tax and social welfare regimes stand as severe 

disincentives to mature women returning to or entering the 

caring professions. 

• Throughout the European Union, commercial rates are not 

charged on residential nursing homes - Ireland is alone m do1ng 

so. While older persons are hving at home. they are not hable 

for rates, but as soon as they enter a nurs1ng home they 1n 

effect become liable. They also lose significant benefits in kind. 

• Concern is growing within the private sector that 

investment-dnven developments by syndicates of passive 

investors ava1hng of cap1tal allowances will cause a proliferation 

of nursmg homes 1n an unplanned fash1on. resulung m a degree 

of havoc w1th many bona fide operators commg under 

overwhelming pressures. 

• The cap1tal allowance measures announced m 1997 could 

also have the effect of financ1al msmut1ons apply1ng strmgent 

cntena when offenng finance. wh1ch would be more d1fficult for 

the smaller operators. In turn. larger operations w1th access to 

cheaper finance and economies of scale may be positioned to 

stake out an Increasing proportion of the sector, to the 

detriment of smaller operators. 



Conclusions 

Provision of services 
A definite trend can be seen in which the private sector is 

taking an increasingly larger share in long-stay care services, 

doing so consistently over a considerable period. lt has been 

allowed to happen with very little positive policy input beyond 

the regulation of standards and some funding mechanisms. This 

fact is demonstrated by the wide variety in level of provision 

and a difference in balance between public and private provision 

from health board to health board. The private sector is in fact 

currently providing well over half the bed complement 

nationally (57%), and must be seen as a major contributor to 

service provision. 

Planning 
lt appears that planning has not featured much in the historical 

development of services and that long-stay accommodation has 

developed more on an accidental basis than in response to 

identifiable needs. Planning is now being seen as a crucial 

ingredient if services are to be developed as adequate and 

appropriate to the demands and needs which are being signalled 

by the commentators. Information and our ability to handle it is 

increasing all the time so that informed planning is well within 

the grasp of policy makers. 

Cost-effective services 
Those responsible for health and social service decision making 

are faced with conflicting pressures. On the one hand they are 

expected to provide quality and effective services delivered as 

close to the client's community as possible, and on the other 

they are under stringent budgetary constraints which in 

practical terms limit any aspirations they may have. Thus, the 

cost-effectiveness of private provision of care has a strong case 

to be made for it. The private nursing homes sector is a 

"service industry" which is highly regulated, continually 

monitored, and regularly under scrutiny by various agencies. 

Ready access to necessary care according to need rather than 

the ability to pay - the principle of equity - is emerging as a 

central issue. 

While the cost of care in the private sector is quickly 
converging on that in the public sector, the significant capital 

cost e lement, including servicing of finance and revenue 

implications, makes the purchase of care by the health boards 

from the private sector a very rational choice instead of 

undertaking to provide those services directly themselves. 

Legislation of Services 
What has emerged consistently over the years is the call for 

uniformity of standards in the implementation of the Nursing 

Homes (Care and Welfare) Regulations 1993 and the Nursing 

Homes (Subvention) Regulations 1993. No consideration has 

yet been given to the possible conflict for health boards as 

providers, purchasers and regulators of long-stay care services. 

Funding and the Sustainability of Services 
lt is widely recognised within the private sector that there is an 

ongoing problem of an increasing shortfall between the cost of 

care and ability of residents to pay realistic fees, particularly 

when those residents are in receipt of health board financial 

support, whether by way of subvention or some form of 

contract payment. There is also a severe lack of another vital 

resource which has been consistently flagged by the sector for 

the past number of years - that of manpower. The shortage of 

nurses impacts directly on the current legislative requirements 

and has further implications for the maintenance of standards of 

care. 

This issue is matched by that of care staff and the need for a 

recognised form of accreditation for staff skilled in practical 

"hands on" care. Reasons for these staffing problems include 

low rates of remuneration, increased alternative post graduate 

openings for nurses, lack of attraction to geriatric care and 

competition in a booming economy from other service 

industries involving less onerous duties. A further negative 

influence is the taX and social welfare regimes which put at a 

serious disadvantage many who might very well be inclined to 

return to nursing or enter a caring occupation, and who 

themselves due to their maturity and ability are very suited to 

dealing with elderly clientele. Women whose partners are taX

payers or who are in receipt of one of a variety of social 

welfare benefits are in turn penalised by low taX free personal 

allowances and high taxation, or cause the loss of benefits to 

their partner. Lone parents and widows are also particularly 

disadvantaged in this area. 

A further measure which has shown signs of seriously impacting 

on the sustainability of services is that of Capital Allowances for 

the building, extension and refurbishment of nursing homes. 

Ostensibly, this was introduced in the 1998 Budget to promote 

the provision of nursing home places, popularly believed to be 

currently in short supply and quite inadequate to meet the 

expected great increase in numbers requiring services.An 

examination of the current provision and projected needs leads 

to the conclusion that sustainability of services requires 

planning so that supply does not significantly outstrip demand -

otherwise some degree of chaos may enter into a domain 

which should be characterised by stability. homeliness and 

attention to personal care. lt is also clear that unbridled 

"investment driven" development is in danger of leading to a 

proliferation of nursing homes. based on the agendas of 

investors and their agents rather than the actual requirement 

for services in given localities. 

Public and Private Partnership 
Health boards have been faced with increasing demands both in 

extent and quality of services against a background of strict 

budgetary constraints and a new degree of financial 
accountability. Managers have shown themselves 1ncreasingly 

open to consider a range of options 1n providmg the services 

for wh1ch they are respons1ble mclud1ng the purchase of 

services at the best rate they can nego tiate. They appear 
amenable to deahng w1th 1nd1v1dual nursmg homes on a day to 

day baSIS, and at the same time open to discuss1ng poss1ble 

policy issues with representatives of the sector. 

A planned strategy w1ll enable the nursmg homes industry to 

develop a structure 1n conjunction w1th all agenc1es mvolved 1n 

policy. planning, delivery and evaluation of serv1ces. 



Recommendations 

Po licy and Pla nning 
There must be a concentration on policy and planning if 
services are to be consistently developed in accord with the 
best available evidence of increasing demand. 

Involvement of all Stakeholde rs 
All significant stakeholders must be actively involved in the 
ongoing debate in a formalised and systematic manner so 
that all avenues can be explored in establishing solid 
information, on which policy development is based. 

Role of the Private Sector 
The private sector must be seen as a major contributor to 
services and to any evaluation of their present and future 
provision. Historically, the private sector has shown itself able 
and willing to provide high quality care consistently and 
shows every sign of continuing to do so. 

Cost-Effectiveness of Service s 
The cost of services provided by the private sector has to 
be examined closely in comparison with the cost of services 
provided directly by the State. Such an examination must be 
completely objective and free of ideological bias and include 
every available aspect of cost-benefit analysis. lt must also 
include the essential element of "free choice" so that those 
needing care can avail of it in a setting of their choice and as 
close as possible to their community. 

State Support 
The State should e nsure : 

• That the implementation of legislation whether in terms of 
standards of care or assessment of medical dependency 
and means. is fair and consistent across the country and 
applicable equally to both the public and private sectors . 

• That funding is adequate to enable persons in need of care 
to purchase care of acceptable quality according to their 
free choice. With subventions decreasing from 60% to 35% 
of the cost of care a review is essential to bring subvention 
payments up to an acceptable level and thereafter index link 
them. 

• That the possible role conflict of health boards in terms of 
regulation. financing and direct provision of services be 
examined. 

• That taX and social welfare reg1mes are positively 
supportive of those who w1sh to enter or retu rn to a 
caring profession o r occupation. 

• That budgetary measures such as Capital Allowances be 
operated so as to focus on the quality of care instead of 
on ways of providing taX shelters. 

• That in the interests of proper planning of services a 
licensing system be put in place to ensure provision of 
services according to the actual level and location of 
identified need, medical, social and cultural. Confidence 
within the sector must be maintained in order to preserve 
a guaranteed quality of service. Destabilisation must be 
prevented by a pro-active approach to planning and 
licencing. 

Ongoing Liaison 
There must be ongoing close liaison between the public and 
private sectors, specifically between public service managers 
and representatives of t he sector. Po licy initiatives and 
options have to be transparent to all concerned and the 
subject of mutual trust and respect. 

Recognition of the Irish Nursing Homes Organisation 
The Irish Nursing Homes O rganisation must be recognised 
as a credible body with a serious contribution to make and is 
intent on co-operating at every level for the promotion and 
maintenance of standards. 

Strategy of the Irish Nursing Homes Organisation 
The Organisation, as a main stakeholder in the provision and 
delivery of services to o lder people in residential care, is well 
placed to initiate and progress discussion on all relevant 
issues with other agencies, statutory and otherwise. lt should 
accordingly adopt strategies and procedures to pursue its 
legitimate objectives. 



The INHO stands ready to serve 

The Irish Nursing Homes Organisation presents this sectoral study as a 
considered contribution to the debate on policy and planning of care 
services for the older people of Ireland. An examination of the recent 
history of the provision of services, and a consideration of the developing 
need for services, leads to the overall conclusion that serious attention 
must be given on an ongoing basis to those issues identified in this study, 
not the least of which are the resource implications of providing adequate 
and appropriate services. The Irish Nursing Homes Organisation believes 
that it has a particularly valuable contribution to make and is more than 
ready to engage with all those whose overriding objective is to participate 
in providing care services in response to the needs of elderly people, and 
within ready access to them. The Irish Nursing Homes Organisation 
declares its intent to work pro-actively in the common cause of promoting 
quality care. 


