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Research on the Impact of Long-Term Care Insurance on Household
Consumption Inequality

LIN Liangjie
(Hunan Normal University, Changsha, Hunan, 410006)

Abstract: Against the backdrop of deepening population aging and rapidly increasing demand for
long-term care, long-term care expenditures are characterized by strong rigidity and uncertainty. Such
expenditures may crowd out other household consumption and further amplify consumption inequality.
Treating the pilot implementation of Long-Term Care Insurance (LTCI) as a quasi-natural experiment,
this study uses panel data from the China Health and Retirement Longitudinal Study (CHARLS) from
2011 to 2020. A multi-period Difference-in-Differences (DID) approach combined with a Tobit model is
employed to identify the causal effect of LTCI on household consumption inequality. The empirical results
show that LTCI significantly reduces households' consumption relative deprivation and thus alleviates
consumption inequality. Mechanism analysis reveals that LTCI alleviates consumption inequality by
reducing precautionary savings, lowering the burden of care-related expenditures, increasing
intergenerational financial support, and promoting the upgrading of household consumption structure.
Heterogeneity analysis indicates that the policy effect is stronger for households with non-agricultural
household registration, older households, households in pilot regions with mixed benefit schemes, and
households with higher disability levels. This study provides empirical evidence for improving the
socialized care security system and promoting the goal of common prosperity.

Keywords: Long-Term Care Insurance; Consumption Inequality; Difference-in-Differences; Relative

Deprivation



