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During FY 2017, we mainly focused on the US case and the comparison with Japan's case. We have
studied the importance of long-term care (LTC) in an aging society, including individual's optimal
choices, the role of family structure and the interaction between the LTC market and the aggregate
economy in this project. We have collected household level panel data (PSID/HRS/MEPS data sets)
from the US that allows us to understand the demand of long-term care and to analyze the
consumption/saving/medical care behaviors in old ages. We have also developed a life-cycle model
with single and married households to analyze the behaviors of consumption, saving and long-term
expenditures. We have also developed an approach to solve for the model numerically and a computer
program to provide quantitative analysis by simulations.

We set our benchmark to the US economy, in which a means-tested public LTC insurance,
Medicaid, provides a basic level of LTC for poor people. We have done a policy experiment on a reform
of providing universal coverage of LTC, which is close to the Japanese system, and investigate the
welfare implications.

We find that a means-tested public LTC insurance, represented by Medicaid in the US, has a
distortion on saving. A reform to an universal coverage as in Japan may improve the social welfare.

A part of our findings has been presented at the Society of Economic Dynamics annual conference
in Edinburg, UK, Economics seminar at Arizona State University, US, Economics seminar at New
South Wales University, Australia and NTU macroeconomics workshop in Taipei, Taiwan during 2017
to exchange opinions with experts in this field.

Research outcomes in FY2017:
1. Minchung Hsu, Pei-Ju Liao and Min Zhao, “Demographic Change and Long-term Growth in

China: Past Developments and the Future Challenge of Aging,” Review of Development
Economics, Wiley, forthcoming, refereed (DOIL: 10.1111/rode.12405)

2. Minchung Hsu and Tomoaki Yamada, “Population Aging, Health Care and Fiscal Policy Reform:
The Challenges for Japan.” Scandinavian Journal of Economics, Wiley, forthcoming, refereed
(doi:10.1111/sj0e.12280)

3. Minchung Hsu, “Aging, Low Fertility and Development - What is the right population policy for
developing countries in Asia?” Economics Classroom in Nikkei News (FiFE#0E: H AR I H),
May 30, 2017, pp.27 (in Japanese)
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