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The Substitution Effect of Long-Term Care Insurance
on Health Expenditure and Comparison of Different
Compensation Modes
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Abstract Using administrative data for health insurance, we try to examine the impact
on health expenditure, and compare the difference between home care and nursing care. We
find that home care can substitute care in hospital and improve health conditions. Nursing
care mainly changes the allocation of medical resources and has little effect on medical expen—
ses. Specifically, the Long-Term Care (LTC) insurance is associated with a reduction in
health expenditure of 10. 5% , payment by health insurance of 10. 3%. The cost-benefit anal-
ysis indicates that for each additional 1 yuan spent on LTC insurance, health insurance funds
save & 6 yuan.
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