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Theoretical study on the roles of family, market, and government
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Elderly long-term care is one of the most important issues in population
aging economies. In an overlapping generations model in which children are altruistic to their
parents, we demonstrate that long-term care is provided by family (i.e., informal long-term care),
by insurance market, and then by government (i.e., public long-term care) as capital accumulation
raises the wage rate along economic growth. The opportunity cost of elderly long-term care is the
wage rate. As the wage rate rises, individuals substitute market labor for family care for parents.
Each dependent elderly parent needs the minimum level of care services for their lives. As the wage
rate rises, altruistic long-term care provision runs short of the minimum level. The insurance for
the needs of elderly care can be introduced. If the wage rate rises higher, the minimum level must
be provided publicly.
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