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Care for the Elderly and Housing Wealth:
An Analysis with Life-Cycle General Equilibrium Model

<Summary>
Akemi Ueda

Japan’s population will be aging rapidly in future. The average life expectancy has
been prolonged and the fertility rate has felt, as labor force decrease the need to provide
care for the elderly has also increase. The burden of social security (public pensions and
medical care services) will become heavy and therefore, it will be difficult to raise the
premium of public care insurance in the future. So the elderly should contribute to social
security in accordance with their income and assets. And they should do it at a higher
level than the publicly insured level.

This paper presents an analysis of care for the elderly using a life-cycle model that
includes owner-occupied housing. This model contains households, production sectors,
government sectors, Our model is based on Iwamoto (1990) model that contains survival
probability and unintended bequests. And our model contain reverse mortgage system.
For income tax reduction in relation to housing loan, it is easy to purchase housing
assets. We think income tax reduction in relation to housing loan is desirable rather than
the care insurance system that covers all needs of care services and raise care insurance
premiums, in order to raise the level of lifetime consumption, capital accumulation, and
the level of welfare. We analysis by actual data with numerical simulation methods,
Therefore the care insurance system that covers all needs of care services is not desirable.
The reasons why is that insurance premiums raise higher and while general capital and
housing capital decrease, lifetime utility also decrease. In the case of some fixed public

care insurance benefits with income tax reduction in relation to housing loan, housing
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assets increase, so annual flow of income which use reverse mortgage systems also
increases. If one of the effects of aging of population is labor force reduction, then it is
difficult to raise public care insurance premium gradually. It is desirable that the elderly
buy additional care services at a higher level than the publicly insured level by
themselves. So it is important to popularize reverse mortgage system in Japan from now

on.



