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The Effect of the Long-Term Care Insurance System on Gross Domestic Product

Kenji GASAWA*

The long-term care insurance system affects the gross domestic product (GDP) with two effects. The

first one is in the increase in labor supply. Elder care services remove some of the burdens imposed on

caring family members from care and some of them can work outside their house. This additional labor

supply will increase GDP. The second one is improvement of productivity in the elderly care service

sector by promoting competition among suppliers in the elder care service sector. The estimation results

suggest that the long-term care insurance system will significantly improve GDP.
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