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Life expectancy

Figure 1: Increase of life expectancy (by gender)
Schoenmaeckers (HEC Liège) Caring in Europe: facts, theory and empirical evidence August 28, 2025 4 / 57



Introduction Theory about private insurance puzzle Social (public) policy? Empirical results Discussion Questions

Life expectancy

Figure 2: Trends in life expectancy (by country)
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Life expectancy

Figure 3: Life expectancy in good health
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Costs of care

Figure 4: Costs of care: share of GDP
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Costs of care

Figure 5: Health expenditure per capita (by country)
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Costs of care

Figure 6: Distribution of health expenditure by type of service (by country)
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Costs of care

Figure 7: Health expenditure increases with age
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Ageing population and inequalities

Figure 8: Ageing population
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Ageing population and inequalities

Figure 9: Ageing population: focus on the 80+
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Ageing population and inequalities

Figure 10: Inequalities in health issues
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Ageing population and inequalities

Indicator Age North Center South East All
M F M F M F M F M F

GALI 50–64 9.1 12.5 12.2 11.5 5.9 6.0 16.5 14.1 11.6 11.2
65–74 10.2 12.0 13.4 14.4 8.9 10.2 20.7 19.4 13.8 14.6
75–84 18.3 21.2 21.6 25.2 16.3 19.9 33.1 35.6 22.7 26.7
85–94 26.6 31.9 33.7 40.9 27.7 37.0 44.1 49.2 33.1 40.8

ADL 50–64 1.6 2.3 2.7 2.6 2.0 2.4 4.0 3.4 2.7 2.7
65–74 2.5 2.6 3.8 3.6 4.0 5.6 6.6 5.8 4.4 4.5
75–84 5.5 6.1 8.6 10.5 9.9 15.4 12.6 14.3 9.5 12.3
85–94 14.0 17.1 19.9 27.6 25.9 38.0 21.9 26.6 21.1 28.5

CASP 50–64 2.9 3.4 7.7 8.7 16.0 22.0 14.5 14.4 10.4 12.3
65–74 2.7 3.3 6.4 8.5 20.6 30.4 15.4 18.4 11.3 15.3
75–84 6.4 7.3 9.4 12.7 32.1 43.8 24.9 31.4 18.6 24.8
85–94 13.6 14.2 15.1 22.3 43.6 55.2 32.6 40.3 25.9 33.1

Table 1: Indicators of dependency and quality of life by age group, gender and region (SHARE
data; Flawinne, Perelman & Schoenmaeckers, 2024).
North = Denmark, Netherlands, Sweden; Centre = Germany, Austria, Belgium, France, Luxembourg, Switzerland; South = Spain,

Greece, Italy, Portugal; East = Estonia, Poland, Slovenia, Czech Republic.
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Ageing population and inequalities

Figure 11: Alzheimer issue
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Ageing population and inequalities

Summary of the different figures
• Heterogeneity of increase in life expectancy in good health
• Increase of the ageing population
• Link between ageing and health care costs
• Socio-economic inequalities of health

–> Focus on Long Term Care issue
• Space to find innovative solutions (CARE vs. CURE)
• Different roles for family, the private sector and the State in terms of risk

management and rethinking urban/housing arrangements

Schoenmaeckers (HEC Liège) Caring in Europe: facts, theory and empirical evidence August 28, 2025 16 / 57



Introduction Theory about private insurance puzzle Social (public) policy? Empirical results Discussion Questions

Definition of Long Term Care and financing issue

• Long-term care (LTC) concerns people who depend on help to carry out daily
activities such as eating, bathing, dressing, going to bed, getting up or using the
toilet. (Access to Medicaid or to public fundings in Belgium: at least 2 limitations)

• Baumol’s cost disease and LTC
• LTC is highly labor-intensive and productivity cannot easily increase (e.g. bathing or

feeding an elder takes the same time today as decades ago).
• Wages must still rise in line with the rest of the economy, even without productivity

gains.
• Result: LTC costs rise faster than productivity, a classic case of Baumol’s cost

disease.
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Rising demand and workforce needs

• Greater LTC demand as populations age: dementia, arthritis, mobility
limitations.

• Services needed across home care and residential facilities.
• Workforce pressures: more nurses, caregivers, and geriatric support staff.
• Risk of shortages as fewer younger workers replace retirees.

Schoenmaeckers (HEC Liège) Caring in Europe: facts, theory and empirical evidence August 28, 2025 18 / 57



Introduction Theory about private insurance puzzle Social (public) policy? Empirical results Discussion Questions

Technology and financing pressures

• Tech enablers: telemedicine, remote monitoring, assistive technologies to boost
efficiency and access.

• Financing strain: higher spending for public/private systems; mix of insurance,
taxes, out-of-pocket.
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The three pillars of LTC provision

State
• Funding (e.g.,

Medicaid/NHS), direct
provision.

• Standards, regulation,
safeguarding against
abuse.

• Policies for caregiver
support.

Family
• Primary source of

hands-on care.
• Daily ADL support;

emotional and social
wellbeing.

• Coordination/
supervision of services.

Market
• Insurance to cover

residual costs.
• Providers: nursing

homes, assisted living,
home health.

• Innovation in tech and
care models.
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Outline of the presentation
• Figures and graphs (done)
• Why is the insurance market not taking off / remain small? –> "theoretical"

reasons
• How to build a social (public) policy? Need information on some key concepts –>

empirical results
• Discussion
• Questions
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Overview

• In most OECD countries, aging and social changes increase demand for long-term
care (LTC).

• Yet private LTC insurance coverage remains strikingly low — the LTC insurance
puzzle.

• The next slides summarize the leading explanations discussed by Cremer, Pestieau
& Ponthiere (2012).
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Defining the Puzzle

• Puzzle: Few people purchase private LTC insurance despite sizable risk of
dependence and high potential costs.

Figure 12: Distribution of risk of dependence
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Defining the Puzzle

• Five families of explanations:
1 Excessive costs / loadings
2 Social assistance crowd-out
3 Trust in family solidarity
4 Myopia or ignorance
5 Denial of heavy dependence
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Excessive Costs and High Loadings

• LTC insurance often perceived as expensive; many households delay purchase until
older ages.

• Empirical estimates point to substantial load factors (e.g., typical policies with
positive loadings).

• Potential drivers: administrative costs, imperfect competition, asymmetric
information, aggregate risk.

• Result: low coverage and limited benefit comprehensiveness (policies cover only a
fraction of expected LTC spending) can appear unattractive to buyers.

Schoenmaeckers (HEC Liège) Caring in Europe: facts, theory and empirical evidence August 28, 2025 26 / 57



Introduction Theory about private insurance puzzle Social (public) policy? Empirical results Discussion Questions

Excessive Costs and High Loadings

Figure 13: Costs of private insurance and benefits
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Adverse Selection and Private Information

• Older adults may hold private information about disability risk.
• Buyers of LTC insurance found to have higher probability of future disability;

discontinuers have lower risk.
• Evidence of positive correlation between perceived nursing-home entry risk and

purchase of insurance.
• Implication: adverse selection raises prices and further depresses demand.
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Social Assistance as a “Good Samaritan”

• Means-tested public programs (e.g., Medicaid/APA) can crowd out private
coverage.

• For median-asset households, a sizeable share of private benefits may overlap with
public payments.

• Strategic behavior: spend down assets or transfer wealth inter vivos to qualify for
assistance.

• Nevertheless, crowding-out alone does not fully explain the small market — other
mechanisms matter.

Schoenmaeckers (HEC Liège) Caring in Europe: facts, theory and empirical evidence August 28, 2025 29 / 57



Introduction Theory about private insurance puzzle Social (public) policy? Empirical results Discussion Questions

Family Solidarity and Strategic Motives

• LTC insurance reduces the cost of institutionalization; some elders prefer family
care to nursing homes.

• Altruistic parents may insure to avoid burdening spouse/children.
• Non-altruistic/strategic parents may withhold insurance to elicit informal care or

transfers.
• Empirical findings on family effects are mixed across countries (later in the

presentation).
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Behavioral Frictions I: Myopia and Ignorance

• Decisions reflect subjective rather than objective probabilities of dependence.
• Many older adults substantially underestimate institutionalization risk or are

unaware of care cost exposure.
• Information gaps and limited risk processing dampen willingness to pay for

coverage.
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Behavioral Frictions II: Denial of Heavy Dependence

• Dependence is a rare, anxiety-provoking life event; individuals may avoid or
suppress related information.

• Denial can generate time-inconsistent choices and underinsurance among the
“unsophisticated”.

• Forward-sophisticated individuals may seek commitment (potentially over-insure)
to offset future denial.
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Some Policy Implications

• Refine means-testing: enforce eligibility rules; consider family wealth; limit
unintended crowd-out.

• Support family care without coercion: design benefits that complement, not
replace, informal care.

• Product redesign: clearer triggers, partial reimbursement options, inflation
protection.

• Address behavioral barriers: information campaigns; defaults; nudges; or
mandatory programs when needed.
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Key References

• Cremer, H.; Ponthiere, G. & Pestieau (2012). The economics of long-term care: a survey.
In: Nordic Economic Policy Review, Vol. 2, p. 107-148 (2012). Permanent URL,
http://hdl.handle.net/2078.1/127408

Takeaway: Multiple rational and behavioral forces jointly sustain a thin LTC insurance market;
policy solutions must be multi-pronged.
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Need evidence

• Ageing population in Europe: risks (and costs) of loss of autonomy increase
• Decrease in the availability of informal care: more divorces, less children (more

mobile and more working)
• LTC insurance market almost absent
• Social LTC insurance ? Need evidence to determine optimal policy
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SHARE and Stylized facts

• Use of SHARE data to establish relationships about
• Loss of autonomy and socio-economic status (SES)
• Substitution or complementarity between formal and informal care
• Impact of housing (at home or in nursing home) choices in case of loss of autonomy
• Motive(s) behind this intergenerational help

• SHARE: Survey of Health, Ageing and Retirement in Europe
• Goal: to study the living conditions of people aged 50 and above
• Same people are interviewed every 2 years to study changes over time
• Long standing research on older adults in Europe; first wave was in 2004
• Currently 9 waves of data available for research, free of charge, 10th wave now

ending, 27 countries with the same questionnaire
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SHARE and Stylized facts

Figure 14: SHARE Topics
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SHARE and Stylized facts

Figure 15: Wave Overview
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SHARE and Stylized facts: Loss of autonomy and socio-economic status

M. Lefebvre, S. Perelman, and J. Schoenmaeckers (2018). “Inégalités face à la mort et
au risque de dépendance”. In: Revue française d’économie 33.2, pp. 75–111

• Goal: relationships between loss of autonomy and SES
• Method: Two-stage model (2SLS) with wealth instrumentalised by

• having received an inheritance
• being owner

• Results: Triple penalty
• Thanks to the longitudinal nature of the SHARE data (we observe health statutes of

respondents in W2, W4 and W6):
• The poorest die sooner, are more likely to become dependent, and when they do,

they remain dependent for longer.

• But, a posteriori, doubts about the instruments (potential link between receiving
inheritance and health of the respondent (genetics, inherited health behaviors),
etc.)
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SHARE and Stylized facts: Loss of autonomy and socio-economic status

M. Lefebvre L. Heymans and J. Schoenmaeckers (2025). “Impact of socio-economic
status on loss of autonomy in the old age”. Mimeo

• Addition of HRS (American "parent" survey)
• Restriction on the instrument: inheritance not from close relatives + wealth from

period 1
• Addition of number of waves (from 3 to 5 periods)
• CRE + IV (Joshi and Wooldridge, 2019)

→ Double penalty confirmed (higher probabilities of death and loss of autonomy for the
poorest) but not the length...
Why? One possible explanation: the type of dependency (physical vs.
neurodegenerative (such as Alzheimer)) varies according to SES → research in progress
(Survival analyses, etc.)
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SHARE and Stylized facts: Substitution or complementarity between formal and informal
care

E. Bonsang (2009). “Does informal care from children to their elderly parents
substitute for formal care in Europe?” In: Journal of Health Economics 28,
pp. 143–154, 898 citations → H12(a,m)≶ 0.

• Goal: look at the potential causal effect of informal care provided by adult children
on the utilization of formal home care by their parents

• A two-part model:
• P(mi > 0 | ai ,Di ,Xi ), a Probit model for the extensive margin, and
• E[ln(mi ) |mi > 0,ai ,Di ,Xi ], a conditional regression model for the intensive margin.
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SHARE and Stylized facts: Substitution or complementarity between formal and informal
care

• The partial effect of ai on mi , or in other words, the elasticity of formal care with
respect to informal care, is of particular interest

• But informal care is potentially endogeneous → IV methodology with specific
sibling’ characteristics, gender composition and distance from parents, as
instruments for informal care.

• Results:
• Informal care provides an alternative (substitute) for formal care as long as the

burden and complexity of dependency is limited
• Once the disability level increases, and requires more skilled support, children and

the formal services tend to be complementary
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SHARE and Stylized facts: Substitution or complementarity between formal and informal
care

Figure 16: Bonsang main results with SHARE W1 dataSchoenmaeckers (HEC Liège) Caring in Europe: facts, theory and empirical evidence August 28, 2025 44 / 57
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SHARE and Stylized facts: Substitution or complementarity between formal and informal
care

And now? At the European level, once monetary valuation of informal care is imputed
→ S. Perelman and P. Pestieau (2025). The economic value of informal LTC.

• Informal LTC (% GDP): SHARE
estimates based on the SHARE
Time-Use questionnaire (Wave 9,
2022)

• Formal LTC (% GDP): Value of
formal LTC (European Commission,
2021).

Figure 17: Informal vs Formal Care (%)
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SHARE and Stylized facts: Impact of housing (at home or in nursing home) choices in
case of loss of autonomy

X.Flawinne et al. (2022). “Nursing homes and mortality in Europe: Uncertain
causality”. In: Health Economics
A.Lafferère and J. Schoenmaeckers (2025). “Do Europeans really feel better at home
than in a nursing home?” In: American Journal of Epidemiology

• Goal: impact of housing choices (and therefore type of care) on mortality and
well-being

• Methods: Matching (PSM and PSM-DID) → ATTs
• Results:

• "Positive impact" on mortality in some countries but not in all
• "Negative impact" on life satisfaction in some countries but not in all but

observation of a phenomenon of satisfaction catch-up for those observed more than
once (panel FE analysis)
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SHARE and Stylized facts: Impact of housing (at home or in nursing home) choices in
case of loss of autonomy

Figure 18: Mortality Figure 19: Satisfaction
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SHARE and Stylized facts: Impact of housing (at home or in nursing home) choices in
case of loss of autonomy

• Sensitivity analysis suggested by Ichino et al. (2008) to test whether our results
are robust to the violation of the CIA

• Indeed, one may think of one unobserved variable that would simultaneously
influence the decision to go into a nursing home (selection effect) and the
probability to die (outcome effect)

• For example, actual informal care may influence simultaneously the decision to
enter a nursing home and the health of the elderly. The former would be related to
a selection effect and the later would have an outcome effect.

The results hold (see next slide for life satisfaction) → useful to anticipate comments
from potential referees (routine in STATA)
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SHARE and Stylized facts: Impact of housing (at home or in nursing home) choices in
case of loss of autonomy

Figure 20: Ichino (2008) method on life satisfaction
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SHARE and Stylized facts: Motive(s) of intergenerational help

J. Klimaviciute et al. (2017). “Caring for dependent parents: altruism, exchange or
family norm?” In: Journal of Population Economics 30, pp. 835–873. β> 0.

• Goal: Identify motives of intergenerational help
• Methods:

• Theoretical models → comparative statics (relationships between ascending informal
care and descending financial transfers)

• Empirical results (Tobits + Mundlak (1978) correction)

• Comparing the empirical results to the theoretical models developed, it appears
that, depending on the regions analyzed, long-term caring is driven by moderate
altruism or by family norm, not by exchange
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SHARE and Stylized facts: Motive(s) of intergenerational help

Figure 21: Theoretical models
Figure 22: Empirical results
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SHARE and Stylized facts: Motive(s) of intergenerational help

P. Pestieau M. Lefebvre and J. Schoenmaeckers (2025). “Grandchild care and
eldercare. A quid pro quo arrangement”. In: Economic Modelling 146.

• Examining a novel motive for grandchild care: reciprocity in case of LTC need
• We design a two-period model for grandparents’ anticipation of reciprocity
• Using SHARE data, we confirm reciprocity of care when dependence arises (CRE

models)
• The more care grandparents provide, the more support they receive when in need
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SHARE and Stylized facts: key points to take home

• SHARE is a free outstanding database (international, longitudinal and topic
coverage)

• We can test theoretical models
• Different empirical approaches (OLS, 2SLS, PSM, PSM-DID, FE, CRE, etc.)
• Do not hesitate to use SHARE in your master theses (even if some entry costs)
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• Based on the different information presented...
• Altruism or norms in caregiving situations (role of family)
• Substituability for low level of care then complementarity in case of high level of care
• Ambiguous impact of nursing homes on mortality and satisfaction
• No or low level of private insurance

... which could be the policy responses in order to deal with the (almost) certain
decrease in public funding possibilities?

• Housing and age-friendly communities? (what about rural areas?) ;
• Support to family caregivers ? (tax relief?, paid leave?);
• ...
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Questions?
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