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Precautionary Saving
and Long Term Care Insurance

% E A

NFEBRTIE DIFTE I NFEIRAEIC 72 o 2RO NEB T D F212 & 2 B HHDIRIRIC
Lo T %, ZOAHOBEMIZ, EAHEE OAHBIMZ T TR, VAZ TR
L0 RHERREICB ) 28RS e T2 L 280 T, ENEEDNAOFICLE -
THZDREDORE LRI 2 2 L TE S, AT, N2 kORI O
B 5~ 7 TEFADOWELR N L T3, W, PSS . ML
WA, ZNHRFEEZFIT 2 72 DI E E Lvos, BREIMIE, PREEs 2 &
WCEDBEARZR Ly 27D ZTBL T 1 ANM7 DFHEIHS, ZOEBNAMEI X HE
NHEHEDUNDZ I L > THHBNERBRTIEOEEICL D TA>TLEL, YR 7 —
VIR R N EBFITeRS i, MIIMICIZEE LLBSEMICIEEE LS
RWEWS) FL— R4 7 ORGSR S L,

The long term care insurance decreases the long term care cost
that the households need to pay in long term care situation. The system
of the long term care insurances not only decreases the long term care
cost but also gives the benefit for the people that are not in long
term care situation because of the risk pooling effect that brings about
a decrease in the precautionary saving. This paper examines how the
long term care insurance affects macroeconomic variables in the short
and long run. In the short run, this insurance system decreases the
precautionary saving and increases the consumption, which is desirable
because the economy is stimulated. However, in the long run, a decrease
in the precautionary saving reduces the income per capita because of a
decrease in capital stock. The long run effect abovementioned decreases
the utility of households that are not in long term care situation and
therefore this paper shows that there are little effect of risk pooling.
That is, this insurance has trade off effect between short run and long

run.
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