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Abstract

Long-term care (LTC) is not only a concern for elderly individuals but also for their
adult children, as the latter often provide financial support and informal care to their
elderly dependents. Adult children may therefore have strong incentives to have their
parents purchase LTC insurance. Using data from a 2019 Swiss survey, this article
first identifies a set of variables, including self-reported interest about LTC insur-
ance, whether elderly parents live with their children and if the latter have provided
informal help with personal care, which help predict the interest of adult children
in having their parents covered against LTC risk. Second, it investigates the main
characteristics of children’s motives for influencing their parents to purchase LTC
insurance, which are classified as either altruistic, i.e. related to parental well-being,
or self-interested, i.e. related to the child’s well-being. The results offer valuable
insights for both policymakers and insurers when designing public LTC policies and
LTC insurance products.
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Introduction

The ageing of populations in most industrialised countries is accompanied by an
increase in the need for long-term care (LTC), i.e. care for people dependent on
help with their daily living activities. LTC is not only a concern for elderly indi-
viduals but also for their adult children (Courbage and Eeckhoudt 2012), as most of
them provide financial support and informal care to their elderly dependents (Van
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Houtven et al. 2019). Adult children may therefore have strong incentives, whether
altruistic or self-interested, to have their parents purchase LTC insurance. This is
especially the case as LTC insurance entails obvious spillover effects on families,
contrary to most insurance models for which the insurance beneficiary and pur-
chaser are the same. The aim of this paper is to study children’s motives to influence
parental LTC insurance ownership.

Compensation for the help adult children provide to their elderly parents is one
motivation for having their parents insured. Indeed, adult children are the main
providers of informal care, which could be detrimental to their health (Bom et al.
2019) and employment participation (Moussa 2019), and incurs high opportunity
costs (van den Berg et al. 2005). Additionally, children may pay themselves for
their parents’ LTC expenditures, especially if they feel compelled to take care of
their dependent relatives (Klimaviciute et al. 2017). They may also become legally
obliged to financially support their parents if they have exhausted their resources
to cover their LTC needs. This is especially the case in countries such as Switzer-
land, Germany, France and Belgium, where the respective civil codes explicitly
force adult children to assist their parents when in need (Sayn 2008). Hence, having
parents purchase LTC insurance that covers the cost of formal care might relieve
children of their informal care duties and allow them to avoid tapping into personal
wealth to finance the possible LTC needs of their parents. In addition, LTC insur-
ance makes it possible to protect children’s future inheritance from the cost of LTC!
(Pauly 1990; Courbage and Roudaut 2008).

While these motives are rather self-interested, adult children may also be atten-
tive to their parents’ LTC coverage for altruistic reasons, in other words, simply
because they are concerned about their elderly parents’ well-being (Becker 1974;
Andreoni 1990).% For instance, Hanewald et al. (2020) show that the main reason
adult children in China would recommend a reverse mortgage to their elderly par-
ents is to finance complementary care services and medical treatments. In the same
spirit, adult children may see insurance coverage as bringing useful and complemen-
tary services to their parents (Dong et al. 2019). Alternatively, children may also
want to avoid financial distress to their parents in the event of needing LTC or may
be worried about their parents’ comfort during later life (Hanewald et al. 2020).

In this article, we investigate both the determinants and self-reported motives of
adult children’s willingness to influence their elderly parents to purchase LTC insur-
ance in Switzerland. To that aim, we use data from a novel survey conducted in
2019 on a sample of middle-aged individuals (40 to 65 years old). The survey first
explicitly asked respondents whether they would be willing to encourage their par-
ents or in-laws to buy LTC insurance. Second, as LTC insurance can serve multiple
purposes to children, those respondents that were willing to influence their elderly

! See Lambregts and and Schut (2020) for a comprehensive review of the factors driving LTC insurance
uptake.

2 In Andreoni’s (1990) terms, this behaviour corresponds to perfect altruism, in contrast with imperfect
altruism, for which economic agents do not care about others’ well-being but only about the act of giv-

ing.
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parents to purchase LTC insurance were asked about their reasons, including con-
cerns about their parents’ well-being (Hanewald et al. 2020), the burden of infor-
mal care (Bom et al. 2019; Moussa 2019), bequest motives (Pauly 1990) and legal
responsibility (Sayn 2008).

We are aware of few papers looking at the role of adult children in their elderly
parents’ LTC financing decisions. Cohen et al. (2000) conducted a survey stress-
ing that primary informal caregivers play an important role in the purchase of LTC
insurance by their elderly relatives in the U.S. Related to this, Zhou-Richter et al.
(2010) use a survey in Germany, showing that the more adult children are informed
about LTC risk, the more likely private LTC insurance is purchased, either by the
adult children themselves on behalf of their parents or by the parents under the influ-
ence of their adult children. Sperber et al. (2014) carried out a survey in the U.S.
showing that adult children successfully influence their parents to purchase LTC
insurance by framing insurance with respect to their values concerning autonomy
for themselves and their children. Recently, Hanewald et al. (2020) studied the inter-
est among 45-69-year-old urban Chinese and their adult children in reverse mort-
gages as a way to finance the retirement income of the former. They show that a
very large rate of children would recommend this product to their parents if it is
described in an easy-to-understand way and directly addresses their key concerns.
On the theoretical side, Courbage and Eeckhoudt (2012) look at both the optimal
levels of insurance and informal care chosen by the child to protect a parent against
LTC risks. In particular, they consider two scenarios regarding the child’s motives
for having their parents protected against LTC risks. They first consider the case
where the child is only interested about his or her wealth and the wealth of the par-
ent. They also consider the case where the child is altruistic and derives satisfaction
from the well-being of the parent. They show that, in the presence of child altruism,
LTC insurance stimulates the supply of informal care.

The main contribution of our article is twofold. First, it identifies a set of vari-
ables, including socio-economic factors, family characteristics and parental LTC
needs, which help predict the interest of adult children in having their parents cov-
ered against LTC risk. In this respect, our article is of an exploratory nature and
all potential explanatory variables are equally important ex ante. Second, it inves-
tigates the main characteristics of children’s motives for influencing their parents
to purchase LTC insurance, classifying these as either self-interested or as altruis-
tic in the spirit of Courbage and Eeckhoudt (2012). To the best of our knowledge,
no empirical study on this topic exists for Europe, with the exception of Germany
(Zhou-Richter et al. 2010). However, while Zhou-Richter et al. (2010) focus on the
role of children’s information about LTC risk, our article points to multiple channels
through which adult children could influence their parents’ demand for LTC insur-
ance. For the first time, it investigates empirically the determinants of children’s
motivations to influence their parents’ decision to purchase LTC insurance.

We show that individuals with self-reported interest in LTC insurance, who live
with their parents and have provided informal help with personal care are more likely
to influence their parents to purchase LTC insurance. Quantitatively, the marginal
effect of reporting interest in LTC insurance is the largest amongst all explanatory
variables. Indeed, those individuals reporting only little interest in LTC insurance
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are 16% more likely to influence their parents than those reporting no interest. As
for the motives, we find that they can be classified either as ‘altruistic’, i.e. related to
parental well-being, or as ‘self-interested’, i.e. related to the child’s well-being. We
find that most respondents are likely to influence their parents for altruistic motives.
We also find that respondents with less wealthy parents tend to influence their par-
ents mainly for altruistic reasons, i.e. to avoid their economic ruin. Individuals with
wealthy parents, or those who expect to pay large out-of-pocket LTC costs in case
of dependency or whose own wealth is large, on the other hand, are more likely
to influence their parents for self-interested motives, i.e. to protect their bequest, to
avoid providing informal care or to avoid legal responsibilities towards parents in
need.

Our results can be valuable both for policymakers and insurers, as knowing the
profile of children who are willing to influence their parents’ LTC coverage and their
motivations for doing so might be useful for the specific design of public LTC poli-
cies and LTC insurance products. In addition, this study can provide further insights
for developing LTC insurance in Switzerland (Fuino et al. 2020), a country where
such a market could be particularly attractive.

This article is structured as follows. In the next section, we briefly describe how
LTC is financed in Switzerland. In the third section, we present the dataset and vari-
ables used. The fourth section empirically addresses the determinants of adult chil-
dren’s willingness to influence their parents LTC insurance purchase, while the fifth
section studies their motives. Concluding remarks are provided in the final section.

LTC financing in Switzerland

Switzerland is a federal state with three levels of government: federal, cantonal
(26 cantons) and municipal (about 2600 municipalities). It counts about 8 million
inhabitants with four official languages: German (spoken by 62% of the population),
French (23%), Italian (8%) and Romansh (0.5%).

The financing of LTC is decentralised (Weaver 2012). At the national level, health
insurance funds, as part of compulsory social insurance, finance ambulatory LTC if
it is related to sickness but not to old age. Other services, such as household assis-
tance, activity therapy or food and board in nursing homes, are paid out-of-pocket
by households (Gentili et al. 2017). Individuals who cannot cover these expenses
from their own assets or retirement income can apply for supplementary payments
from the national public old-age (AHV) and invalidity (IV) insurance schemes or
for social assistance from municipal governments. Hence, health insurance, cantons
and municipalities finance approximatively 60% of LTC costs. The remaining 40%
is covered by households (European Commission 2018).

Supplemental private insurance plays a minor role in LTC financing. The LTC
insurance market devoted solely to cover the risk of LTC is small or even inexist-
ent in Switzerland. This is rather paradoxical given the high development of other
markets like health insurance. Private LTC coverage is provided under life insur-
ance or supplementary health insurance. Concerning life insurance, products involve
paying a life annuity to people reaching the age of 65 and who need daily help. As
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for complementary health insurance, different models exist. In some cases, insureds
can choose an indemnity ceiling of a certain amount per day, from which home care
costs or food and board costs in nursing homes will be reimbursed. Other providers
offer partial LTC coverage as part of supplemental health insurance covering a wider
range of healthcare services. Finally, some private health plans partially insure dis-
ability by providing daily lump sums in case of home care use or nursing home stays
(Weaver 2012).

Switzerland is a country where private LTC insurance could be particularly
attractive, given the rapid ageing of its population, the large private health insur-
ance market and the high level of out-of-pocket LTC expenses. This context calls for
better understanding the channels and drivers of LTC insurance purchase decisions,
including the influence of children.

Data and variables
Survey questions, available data and dependent variable

The survey used in this work relies on a specific questionnaire covering several top-
ics related to LTC financing. The target population covers residents of the German
and French linguistic regions of Switzerland® aged between 40 and 65 years. The
core of the survey is composed of four parts dealing with respondents’ family back-
ground, informal care supply, perception of LTC risks and preferences toward LTC
financing. It also includes questions related to the respondents’ attitudes toward risk
and the future in general, socio-demographic characteristics and professional and
economic situation.

The data collection process was conducted online in February 2019 by a profes-
sional polling agency and resulted in a representative, i.e. randomly selected, sample
of 1066 individuals. Special attention was paid to have sufficient respondents with
dependent parents and providing informal care. Therefore, a stratified sampling on
three stratum was performed, according to the following proportions. One third of
respondents were individuals with dependent parents and providing informal care;
one third were individuals with dependent parents but not providing informal care;
and the remaining third corresponded to individuals with any dependent relative.
Within each stratus, the sample was additionally stratified by gender (50% men and
50% women), age group (40% aged 4049, 40% aged 50-59 and 20% aged 60-65)
and linguistic region (67% German and 33% French). The sample weights of the
second stratification were approximately equal to the population weights, with the
exception of the French-speaking linguistic region, which was over-represented.

Given the nature of our research question, we restrict our final sample to those
respondents having at least one parent or parent-in-law alive. This leaves us with a
final dataset containing 881 observations.

3 The Italian-speaking region was not considered since it represents a small fraction of the Swiss popula-
tion and Romansh speakers were included in the German linguistic region.
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The main dependent variable aims to capture the willingness of children to influ-
ence their parents’ or in-laws’ coverage against LTC risk by coding the answer to the
following question:

Have you tried to influence or are you willing to influence your parents or par-
ents-in-law to contract LTC insurance?

The answer to this question is binary and respondents could choose among the
options ‘Yes’ and ‘No’. This question was asked at the end of the survey, when the
definition of LTC insurance,” the different concepts of LTC financing and the aver-
age amount of out-of-pocket LTC expenditure in Switzerland had already been
presented to respondents. Respondents who answered affirmatively to the previous
question were additionally asked about their motives. They include:

— T would like to avoid my parents’ (-in-law) economic ruin.

— My parents’ (-in-law) savings are not enough to pay for their LTC expenses.

— I could avoid the burden of providing care to my parents (-in-law).

— I will protect my future bequest, by avoiding my parents (-in-law) having to pay
for formal care.

— I am legally responsible to help my parents (-in-law) if they do not have enough
means.

This set of motives addresses, respectively, concerns about parents’ financial
well-being (Hanewald et al. 2020), avoiding the burden of informal care (Schulz and
Beach 1999; Moussa 2019), bequest motives (Pauly 1990) and legal responsibility
(Sayn 2008). Answers are constructed as a five-point Likert-type scale, with item 1
being equal to Totally disagree and item 5 being equal to Completely agree. The first
two motives can be qualified as ‘altruistic’ since they reveal that adult children want
to influence their parents (-in-law) to improve their welfare. The last three motives
can be referred to as ‘self-interested’ since they reveal respondents who want to
influence their parents (-in-law) to improve their own well-being. Naturally, indi-
viduals® preferences in practice could include a combination of both altruistic and
self-interested motives (Andreoni 1990).

Independent variables

We classify the potential determinants of adult children’s willingness to influence
their parents-in-laws’ LTC insurance purchase by considering respondents’ socio-
economic situation, family composition, parental LTC needs and individual prefer-
ences, as well as some other classical control variables.

We start by considering various socio-economic factors, including the respond-
ent’s working status, the highest level of education, income, main residence owner-
ship (as a proxy of personal wealth) and parental level of wealth. This last variable

* In the survey, LTC insurance is defined as “a complementary insurance that, against the payment of a
premium, guarantees to the purchaser financial protection in the future if she/he has difficulties perform-

ing activities of daily living”.
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is defined as the maximum wealth between the respondent’s parents’ and parents-in-
laws’ wealth. Income, working status and education, as proxies for opportunity cost
of informal care (Moussa 2019), should be positively related to the willingness to
influence.

We also consider several variables describing the main characteristics of respond-
ents’ family structure. They include marital status, whether the respondent has at
least one brother or sister, the number of individuals residing in the respondent’s
household, the frequency of the respondent’s contacts with siblings and the number
of children younger than 18 years living in the respondent’s household. Influencing
parental LTC coverage might be closely related to the degree of concern for parents’
financial well-being (Hanewald et al. 2020), the strength of family ties (Costa-Font
2010) or the presence of young children in the household leaving less time to care
for elderly parents.

Having a dependent parent as well as providing informal care are also included as
explanatory variables. Further, we look at the level of dependency of the respond-
ent’s parents, the nature of informal care provided (e.g. ADL, IADL, administrative
activities), the respondent’s self-reported degree of physical and psychological bur-
den when providing informal care and the pathologies faced by dependent parents, if
any (e.g. mental disease, neurological pathology).

Additional variables related to the respondent’s preferences and perception of
LTC financial risks are considered. They include self-reported interest in LTC insur-
ance, whether the respondent wants to be cared for by the family in case of depend-
ency (as a proxy of the individual’s preference for informal care) and expectations
about out-of-pocket LTC payments in case of dependency. We also examine the
respondent’s self-reported understanding about LTC insurance, given that financial
literacy has been shown to be a strong predictor of demand for financial services
(Lusardi and Mitchell 2011; Cole et al. 2011).

Finally, the usual controls such as gender, age, nationality and self-reported health
are also included. Detailed information about the variables considered as potential
covariates and their brief description is reported in Table 1.

Descriptive statistics

Tables 2 and 3 provide some descriptive statistics of the dependent variable.

Two hundred and thirty-nine individuals, representing 27% of all respondents,
replied that they tried to influence or are willing to influence their parents (-in-
law) to subscribe to LTC insurance. When it comes to the self-reported motives
of surveyed individuals, the two ‘altruistic’ ones, i.e. avoiding parents’ economic
ruin and insufficient savings, had the strongest support. Indeed, 77% and 65%
of respondents that were willing to influence their parents answered Agree or
Strongly agree with the first and second motive, respectively. Much less support
is found for the ‘self-interested’ motives, i.e. to avoid the burden of helping them,
to protect bequest or because children are legally responsible for their parents
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Table2 Percentage of
respondents willing to influence
their parents/in-laws to purchase v, 239 2713
LTC insurance

Willingness to influence N % of N

No 642 72.87
Total 881 100.00

Table 3 Motives of the respondents willing to influence their parents (-in-law) to purchase LTC insur-
ance (N=239)

Motives to influence Strongly agree (%) Agree (%) Neutral (%) Disagree (%) Totally
disagree
(%)
Avoid parents’(-in-law) ruin  52.72 24.69 14.23 4.60 3.77
Insufficient parental savings 41.00 23.85 22.18 10.46 2.51
Avoid providing help 17.15 21.34 30.96 14.64 15.90
Bequest motive 15.48 20.50 28.03 12.97 23.01
Legal responsibility 17.57 20.92 24.27 16.74 20.50

in case of necessity. The rate of agreement (Agree or Strongly agree) for each of
these motives is around 37%.

Table 4 provides the sample mean of the potential determinants of the depend-
ent variable as well as the share of respondents willing to influence their parents
to purchase LTC insurance in each category of the explanatory variables.

Most respondents are employed, live in rented accommodation and have a high
school education. Additionally, most individuals nominate their parental wealth
as Low or Very low. The monthly income distribution is relatively uniform with
the modal class at CHF 3001-5000.° Regarding the family characteristics, 56% of
respondents live in a household with one or two individuals, approximately 60%
are married and one third coresides with children under the age of 18. Very few
respondents have regular contact with their siblings. Concerning the variables
related to the respondents’ parents’ LTC needs, 42% of those surveyed declared
that they provide some form of informal help, among which 20% provide help
with ADL (personal care) and 31% with IADL (practical household help). Forty-
one percent of respondents (almost all of those who provide care) declared that
they suffer from some burden related to the provision of informal help. Concern-
ing individual preferences, most of those interviewed report being aware that they
will face some out-of-pocket expenditures in case of dependency. They mainly
show little or some interest in LTC insurance. Finally, 80% of our sample is Swiss
and only 13% of respondents declared that they were in bad or very bad health.

5 In 2017, the average and median disposable income in Switzerland amounted to CHF 4554 and 4102,
respectively (FSO 2020a).
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Table 4 provides a first approximation of the profile of individuals willing to
influence their parents (in-law) to purchase LTC insurance. Indeed, respondents
earning a monthly income greater than CHF 9000, showing some or strong inter-
est in LTC insurance, or providing help with ADL have a relatively high probabil-
ity of being willing to influence their parents (i.e. greater than 40%).

In the next sections, we first investigate the determinants of the respondents’
willingness to influence their parents or in-laws to purchase LTC insurance.
Second, we study the different motives for influencing parents’ or in-laws’ LTC
coverage.

Determinants of the willingness to influence parents’ LTC insurance
coverage

We first aim to shed light on the direction and magnitude of the relationship between
the set of potential independent variables considered and the main dependent variable.

Econometric specification

In this subsection, we perform a series of probit regressions obtained from the fol-
lowing model:

WI, = a; + p|SOC;; + p,FC;; + PLLTC;; + B PRE;; + P.CV;, + €;; (1)

where j indicates each multivariate regression estimated and i indicates individual
observations. WI, is a binary variable quantifying respondent i’s willingness to influ-
ence their parents (-in-law) to subscribe to LTC insurance. The use of a probit speci-
fication is justified by the binary nature of WI,.

SOC;, refers to the set of socio-economic factors in Table 1 selected as independ-
ent variables in the regression model j. Similarly, FC;; encompasses the variables
related to family composition, LTC;; those related to the respondent’s parents’ LTC
needs and PRE;; those linked to the respondent’s preferences. Finally, CV;; includes
the control variables selected for the model j and ¢;; is a set of i.i.d. random vari-
ables following a standard normal distribution. As previously stressed, and given the
exploratory nature of our work, all potential explanatory variables are considered
equally important ex ante.

The main core of independent variables included in each specific model is
selected from the optimisation of the Bayes (BIC) and the Akaike information crite-
ria (AIC). More specifically, a variable is included in our model only if it decreases
the value of the selected criterion. This method ensures that any given selected vari-
able improves the model’s goodness-of-fit without substantially raising the risk of
overfitting.®

% The BIC is defined as In(N)K — 2log L., where N is the sample size, K the number of parameters of
a given model and logL its log-likelihood. The AIC is defined as 2K — 2log L. These criteria are mini-
mised using the function ‘step’ of the R statistical software.
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It should be stressed that the binary variables LTC needs and Language have
been included in all regressions ex-post (i.e. once the models have been estimated),
regardless of the information criteria. This is done to control for the fact that the
prevalence in the sample of individuals with and without dependent parents and
from the French-speaking linguistic reason is not representative (see “Survey ques-
tions, available data and dependent variable” section). As stressed earlier, the sam-
pling design required a specific proportion of individuals with dependent parents
to ensure a large enough number of respondents in this segment. We additionally
performed variance inflation factor (VIF) checks on all regressions. No high values
were found for these tests, confirming the absence of multicollinearity issues in our
results.

It should also be noted that the econometric specification depicted in Eq. (1) only
measures association and not causality between the dependent and independent vari-
ables. A causal interpretation for the control variables’ marginal effects is beyond
the scope of this paper.

Finally, we did not include interactions in our specification because the optimisa-
tion of such models had difficulties to converge towards a stable result.

Empirical results

The numerical results of the different multivariate models calibrated from Eq. (1)
are presented in Table 5. Since the interpretation of probit models’ coefficients is
quite complex, we report average marginal effects (AME), i.e. the mean of all indi-
viduals’ marginal effects for each variable or category, the interpretation of which is
more intuitive.

The model of the first column is the one minimising the BIC. It corresponds to
the model with the smallest number of parameters, as this criterion penalises more
strongly when additional variables with lower explanation power are included in the
specification. Therefore, by construction, the model optimising the BIC displays the
strongest determinants of the dependent variable.

Our first results indicate that showing self-reported interest in LTC insurance, hav-
ing coresident children (especially more than two) and providing informal care for
ADL (personal care) are the main determinants of the willingness to influence par-
ents or in-laws to contract LTC insurance. Having a parent suffering from a cardio-
vascular disease is also a strong determinant of the dependent variable. The effect of
self-reported interest about LTC insurance mirrors the results of Zhou-Richter et al.
(2010), who show that parents strongly increase their demand for LTC insurance if
their adult children had purchased it for themselves. Quantitatively, the marginal effect
of this covariate is the largest amongst all independent variables. For instance, those
individuals reporting only little interest about LTC insurance are, on average, 16%
more likely to influence their parents than those showing no interest (AME=0.157).
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Table 5 Multivariate probit models (average marginal effects)

Dependent variable: Model 1 Model 2 Model 3 Model 4 Model 5
willingness to influ- (BIC) (AIC) (AIC alternative)  (‘Healthy’ parents)  (No preference)
ence

Income (ref: Less than 9000)

More than 9000 - - 0.106%* 0.106* 0.145%#*
(0.043) (0.061) (0.047)
NA - - 0.015 0.049 -0.014
(0.037) (0.051) (0.037)
# of coresident children (ref: 0)
1 0.083%#* 0.087%* 0.087%#%* 0.045 0.093**
(0.040) (0.040) (0.040) (0.057) (0.043)
2 or more 0.162%%%  (.164%** 0.157#%* 0.1407%#* 0.146%#*
(0.039) (0.039) (0.039) (0.054) (0.041)
LTC needs (ref: no) —0.003 —0.024 -0.029 -0.023 —-0.036
(0.035) (0.037) (0.037) (0.052) (0.039)
Help ADL (ref: no) 0.122%%%  Q.111%* 0.108** 0.168 0.123%#*
(0.040) (0.048) (0.048) (0.173) (0.051)
Help TADL (ref: no) - —0.106%#%  —0.112%%%* —0.144%* —0.086%*
(0.039) (0.039) (0.059) (0.042)
Informal care burden  — 0.017%%* 0.018%*** 0.030%* 0.018%#*%*
(linear) (0.006) (0.006) (0.014) (0.006)
Cardiovascular (ref: 0.0937%#%* 0.100%%*%* 0.099%#* 0.068 0.088%**
no) (0.038) (0.038) (0.037) (0.083) (0.040)
Interest in LTCI (ref: no)
Little 0.157%#%%  (.159%#* 0.158%##* 0.156%#%* -
(0.028) (0.029) (0.029) (0.033)
Some 0.346%%*  (0.329%** 0.323%%* 0.336%** -
(0.034) (0.034) (0.035) (0.042)
Strong 0.412%%%  (0.382%%* 0.3837##* 0.367#%%* -
(0.066) (0.068) (0.068) (0.093)
LTCI understanding (ref: not clear)
Unclear - 0.102%##* 0.106%#* 0.057 -
(0.037) (0.037) (0.051)
Fairly clear - 0.133#s%:* 0.1277#5#% 0.088 -
(0.039) (0.039) (0.055)
Very clear - 0.154%%* 0.154 %% 0.072 -
(0.055) (0.054) (0.072)
Language (ref: Ger- —-0.038 —0.052* —0.187* —0.092%* —0.030
man) (0.029) (0.029) (0.109) (0.037) (0.030)
Gender (ref: male) — 0.045* 0.054%** 0.023 0.041
(0.028) (0.028) (0.038) (0.029)
Swiss (ref: non- - —0.085%* —0.086%* -0.039 —0.112%%*
Swiss) (0.036) (0.036) (0.052) (0.039)
N 881 881 881 446 881
Pseudo R*f 10.90% 12.20% 12.45% 8.19% 4.62%
AIC 917.72 904.31 901.71 442.62 982.34
BIC 965.53 985.59 999.55 520.53 1044.49

Robust standard errors are reported in parentheses

The significance levels of the two-tailed hypothesis test are coded as follows: *Significance at 10% level,

e
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Table 5 (continued)
**Significance at 5% level, ***Significance at 1% level

"Mc. Fadden’s adjusted pseudo R

Following Zhou-Richter et al. (2010)’s interpretation, self-interest about LTC insur-
ance by adult children can be seen as a proxy for LTC risk awareness. Hence, those
who are more aware about LTC risks are more likely to influence their parents to
purchase LTC insurance. It also means that if one recognises the usefulness of LTC
insurance for oneself it seems rather natural that one would find it useful for parents
(-in-law). Having coresident children leaves less time and resources for taking care
of elderly parents and thus provides further incentives to influence them to purchase
LTC insurance. The size effect of this variable is also important. Indeed, individuals
with two or more co-esident children are on average 16% more likely to influence their
parents than those without any coresident child (AME=0.162). Finally, providing
informal help with personal care (ADL) adversely impacts the caregiver’s physical and
psychological health (Roth et al. 2015; Musich et al. 2017). The quantitative effect of
this factor is also rather strong, since those individuals who provided help with per-
sonal care are 12% more likely to influence their parents and in-laws to purchase LTC
insurance (AME =0.122). Hence, having parents purchase LTC insurance that covers
the cost of formal care relieves children from their informal care burden. This would
explain why providing informal help with personal care is a strong driver of the deci-
sion to influence parents to purchase LTC insurance.

The model of the second column corresponds to the one optimising the AIC. This
model specification includes more variables than the previous one, as the penalty
of the AIC on the number of parameters is lower. The main results mirror those
of the model optimising the BIC, except for the effect of informal care provision,
which is slightly different in this second specification. As before, helping parents
(-in-law) with their ADL is positively and significantly associated with the depend-
ent variable. Moreover, the self-reported burden of informal care provision is now
included in the model and has a statistically significant positive effect. However,
after controlling for these two variables, providing help with IADL (i.e. practical
household help) has, surprisingly, a negative and significant effect on influencing
parental LTC coverage. As providing informal care for ADL is more intense than
for IADL, influencing LTC insurance purchase would not necessarily be done to
replace informal care but rather to reduce the burden of intense and painful care
provision. Our findings are consistent with Bonsang (2008), who finds that informal
care decreases the use of formal domestic help, but complements paid personal care.
Our results show that the higher the burden, the higher the probability of influenc-
ing parents. For instance, for a medium level of burden (i.e. 7 on a scale with values
up to 15) the marginal effect resulting from the sum of Help ADL, Help IADL and
Informal care burden is rather strong (i.e. equal to 0.124).” This second specification
also shows that adult children’s understanding of LTC insurance products, a proxy
of their financial literacy, is an important determinant of the willingness to influence

7 Thatis, 0.124=0.111 — 0.106+0.017 x 7 (see Table 5).

¥
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parents from both a qualitative and quantitative point of view. For instance, having
a very clear understanding of LTC insurance products increases the probability of
being willing to influence parents and in-laws by 15.4% (AME=0.154). Addition-
ally, being a woman has a weak positive effect on influencing parents, while being
Swiss and living in the French-speaking region has a negative effect. The marginal
effect of these variables has a less intuitive economic interpretation, since such
socio-economic factors could be reduced to control variables.

Interestingly, neither the respondents’ nor their parents’ or parents-in-laws’ eco-
nomic situations are associated with the dependent variable in the models in col-
umns | and 2. Finally, the binary variable LTC needs is not significant at the usual
confidence levels, regardless of the model (Table 5).

Robustness checks

In order to test the robustness of the results reported in columns 1 and 2 of Table 5,
we performed four checks.

In the first check, we estimated the models maximising the BIC and AIC (columns
1 and 2 of Table 5) using a logit instead of a probit multivariate regression. The results
of the logit regressions, which are available upon request, are qualitatively and quanti-
tatively similar, although the fit is slightly better in the probit models.

For the second check, we wanted to manually validate the main models pro-
vided through the optimisation of the BIC and AIC. The objective of this check is to
ensure that no potential determinant is excluded from the optimal specifications. We
first regressed the dependent variable on all independent variables of Table 1 indi-
vidually, in a series of simple univariate regressions. In each univariate regression,
we additionally tested the effect of its correspondent independent variable under dif-
ferent forms. For instance, if Age and Health are defined in Table 1 as categorical
variables, we checked them as well under a linear form. We also allowed the vari-
ables Income and Parental Wealth to be binary, Informal care burden to be categori-
cal, etc. Then, in a second step, we tested in the specifications of columns 1 and 2
of Table 5 the effect of those variables that were significant in the univariate regres-
sions but were not included in the main models.® The model of the third column of
Table 5 corresponds to the specification maximising the AIC, consistent with the
second check. The only change with respect to the main models is that the binary
factor ‘Income>9000’, corresponding roughly to the last decile of the Swiss net
income distribution (FSO 2020b), is incorporated as a determinant and has a posi-
tive, significant effect. The size effect of this factor is rather strong. Indeed, individ-
uals with a monthly income larger than CHF 9000 are on average 11% more likely
to influence their parents or in-laws (AME=0.106, see model 3 in Table 5). The
other potential determinants tested that were significant in the univariate regressions
were not significant in the multivariate model and provided a worse AIC. Hence,
adult children with very high incomes are more likely to influence their parents’ and

8 The auxiliary results of the second robustness check, that is, the univariate regressions and the multi-
variate models testing the effect of additional determinants, are available upon request.
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in-laws’ LTC insurance purchase decisions. This result can be explained by the fact
that very high-income individuals have a higher opportunity cost of providing infor-
mal care or have more resources available to buy LTC insurance for their parents.

In the third check, we controlled for the potential ineligibility of elderly parents
for LTC insurance. The model of the fourth column of Table 5 corresponds to the
third robustness check. In this model, we ran the third column’s model on a sub-
sample of respondents whose parents are not dependent or only need little help.’
This framing allowed us to make sure that respondents’ parents are eligible for LTC
insurance, given that they are not yet dependent.'® Our main results do not change
much in the last model, except that the magnitude and significance of the variable
LTCI understanding are much lower. Self-reported interest about LTC insurance,
having more than two coresident children and informal care provision are still the
strongest determinants of the dependent variable. Moreover, the sign and magni-
tude of these variables’ coefficients are similar. However, the significance levels of
the variable related to the number of coresident children and of the ones defining
informal care provision are lower, since standard errors are much higher due to the
reduced sample size.

Finally, in the fourth robustness check we wanted to investigate the effect of the
variables related to respondents’ preferences (i.e. Interest in LTCI and LTCI Under-
standing, see Table 1) on the main results. Indeed, the way they are defined, these
covariates are strongly related with the dependent variable, as the subjective choices
they aim to measure are rather similar. This situation could have an impact on our
results. To address this issue, in the model of the fifth column of Table 5 we esti-
mate the third column’s model, removing the factors Interest in LTCI and LTCI
Understanding. The average marginal effects of the rest of the covariates do not suf-
fer major changes; however, the model’s Pseudo-R? is substantially reduced from
12.45% to 4.62%, showing the large explanatory power of the omitted covariates.

Motivation for influencing parents’ LTC coverage
We now focus on the respondents’ self-reported motives for influencing their par-

ents to purchase LTC insurance. In particular, we study the relationship between the
five motives for influencing LTC coverage presented previously and the profile of

¥ We follow Klimaviciute et al. (2017) and consider a respondent to have ‘healthy’ parents if he/she
declares having a parent with less than two limitations in activities of daily living. The threshold of two
limitations is largely used to qualify for LTC insurance benefits and public support (Frank 2012; Cour-
bage et al. 2020).

10" Another possibility to address this issue would be to consider a subsample of respondents below
50 years old, i.e. with relatively young parents. However, LTC insurance purchase at older ages is already
possible through hybrid policies combining LTC and life insurance. Eligibility criteria based on ADL
limitations, rather than on age, make more sense nowadays since hybrid products have almost substi-
tuted traditional LTC insurance in many countries. For instance, in the U.S. they represent 84% of market
share, while traditional LTC insurance only accounts for 16% (AALTCI 2019).

¥
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the respondents who tend to agree with the ‘altruistic’ versus the ‘self-interested’
motives.

The descriptive statistics (see Table 3) indicate that respondents largely agree
with the first two motives, i.e. avoiding parents’ economic ruin and insufficient sav-
ings, while their degree of agreement is lower for motives three to five, i.e. avoid-
ing having to provide informal care, the bequest motive and the legal responsibility
motive.

To further study the relationship between the set of motives, we compute the
covariance and correlation matrices of the respondents’ level of agreement on the
different motives. The individuals’ level of agreement is quantified by numerically
coding their answers from 1 to 5, with 1 corresponding to the lowest level of agree-
ment (Totally disagree) and 5 to the highest (Strongly agree). Therefore, we assume
that the level of agreement as defined by this measure is approximately continuous.
The motives’ covariance and correlation matrices are displayed in Table 6.

In general, the intensity of agreement across the different motives is positively
correlated, with the exception of ‘Insufficient parental savings’ and ‘Avoid providing
help’, the correlation for which is negative but very low. This observation indicates
that, in general, respondents tend to agree (or disagree) on the five motives. From
Table 6, we distinguish between two groups. On the one hand, we have the altruistic
motives ‘Avoid parents’ ruin’ and ‘Insufficient parental savings’ with a correlation of
43%. On the other hand, the self-interested motives ‘Avoid providing help’, ‘Bequest
motive’ and ‘Legal responsibility’ correlate at levels between 23 and 46%. The cor-
relation between elements of the different groups is, instead, much lower.

In a second step, we perform a Principal Components Analysis (PCA) on the
covariance matrix of Table 6. Our use of PCA is motivated by two objectives. First,
it allows to further study the relationship between the five motives. Second, it allows
to study the profile of respondents agreeing to a specific group of similar motives,
either altruistic or self-interested. A summary of the PCA for the different motives is
displayed in Table 7.

We focus on the first two dimensions of the PCA, which explain approximately
60% of the total variance. According to Table 7, their corresponding principal com-
ponents are:

Z, =0.2661Y, +0.1295Y, + 0.9563Y, + 1.1217Y, + 0.9123Y

Z, = 0.8439Y, + 0.9708Y, — 0.0560Y, — 0.1230Y, — 0.1740Y

where Y} € [Yl, . Ys] corresponds to the degree of agreement on the kth motive.
The first principal component Z, is the variable with the highest variance. As all
coefficients are positive, Z; can be interpreted as the level of agreement on the five
motives in general. An individual with a high (low) value of Z; will tend to agree
(disagree) with the all five motives. The second component Z, has positive coef-
ficients in the first two variables (Avoid parents’ ruin and Insufficient parental sav-
ings) and negative coefficients in the others (Avoid providing help, Bequest motive
and Legal responsibility). The component Z, mirrors the two groups of motives
identified previously, i.e. ‘altruistic’ and ‘self-interested’. Individuals with high Z,

e
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Table 7 Principal component analysis on the level of agreement for the different motives (eigenvectors
on the columns)

Motives to influence t t, t; ty ts

Avoid parents’ (-in-law) ruin 0.2661 0.8439 —0.0080 0.2441 —0.5634
Insufficient parental savings 0.1295 0.9708 0.1107 —0.2368 0.4892
Avoid providing help 0.9563 —0.0560 —0.5608 0.6186 0.2425
Bequest motive 1.1217 —-0.1230 —0.3531 —0.6697 —0.1494
Legal responsibility 0.9123 —0.1740 1.0086 0.1374 0.0244
Eigenvalues 3.09 1.70 1.47 0.97 0.64

% of variance 39.30 21.65 18.67 12.27 8.11
Cumulative % of variance 39.30 60.95 79.61 91.89 100

will tend to influence their parents’ insurance coverage thinking of the elderly’s
interests while individuals with low Z, focus on their own interests.

The first principal component does not tell us much about the similarities and
differences between the five motives. However, by studying the determinants of the
second principal component Z,, we unveil the profile of those respondents who are
willing to influence their parents for ‘altruistic’ rather than ‘self-interested” motives.
To that aim, we regress the second principal component Z, on a set of covariates
selected, as in the previous subsection, from the optimisation of the AIC after check-
ing them under different forms. The results of this regression model are displayed in
Table 8.

The coefficient corresponding to ‘Other’ in the variable Working Status, which
includes mainly unemployed people and homemakers, is negative and thus implies
that this group would be more willing to influence their parents or in-laws to pur-
chase LTC insurance for self-interested motives when compared to those who are
retired or active. Respondents who expect to pay large out-of-pocket LTC costs in
case of dependency also agree more with the self-interested motives. In addition,
the variable Housing (with owner as a baseline reference) has a positive coefficient,
while the effect of parental wealth is negative. This finding indicates that respond-
ents whose parents’ or own wealth (proxied by residence ownership) are large also
tend to be more willing to influence their parents’ or in-laws’ LTC coverage for self-
interested reasons.

The effect of working status is driven by the fact that unemployed and homemak-
ers assume the greatest responsibility if one of their parents becomes dependent.
This observation is confirmed by the fact that these groups of respondents strongly
agree with the legal responsibility motive. Our results also show that economic fac-
tors affect motives behind willingness to influence parental LTC coverage. In par-
ticular, the degree of agreement on altruistic versus self-interested motives to influ-
ence parental LTC coverage is strongly correlated with the respondent’s and parental
wealth and expectations of out-of-pocket LTC costs. Whereas poor respondents (i.e.
those who do not own their main residence) or those with less wealthy parents tend
to influence their parents for altruistic reasons, i.e. to avoid their economic ruin,
relatively rich individuals (i.e. those who own their main residence) report a lower
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Table 8 Linear regression on

Dependent variable: second principal component (Z
the motivations of being willing P P P P (Z)

to influence (Intercept) —-0.233
(0.482)
Working status (ref: active)
Retired 0.033
(0.330)
Other (incl. unemployed, homemaker...) —0.709%%*%*
(0.223)
Housing (ref: owner) 0.275%
(0.159)
Parental wealth (ref: very Low)
Low —0.575%#*
(0.219)
High —0.9007%#*
(0.241)
Very high — 1.506%#*
(0.475)
Help company (ref: no) 0.565%%%*
(0.168)
Cardiovascular (ref: no) —0.413%*
(0.167)
Neurological (ref: no) —0.841%**
(0.276)
OOP LTC costs (ref: nothing or little part)
Important part or almost all —0.472%%*
(0.169)
Don’t know —0.046
(0.249)
Interest in LTCI 0.337%#%*
(0.108)
Language (ref: German) —-0.311*
(0.164)
Health (ref: very bad or bad) 0.535%%*
(0.239)
N 239
Adjusted R** 23.77%
AIC 758.18
BIC 813.80

Robust standard errors are reported in parentheses

The significance levels of the two-tailed hypothesis test are coded
as follows: *Significance at 10% level, **Significance at 5% level,
##*Significance at 1% level

degree of agreement for this set of motives. In particular, the distribution of motives
within the subsamples of wealthier individuals or those with richer parents show
that these types of respondents are much less in agreement with the ‘Insufficient
parental savings’ motive. Finally, respondents that expect large out-of-pocket costs
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are more worried about their future bequest, which explains the negative effect of
this variable on the principal component.

Concluding remarks

In this paper, we explore the determinants of adult children’s willingness to influ-
ence their elderly parents’ LTC coverage in Switzerland and of their motives using
data from a survey conducted in 2019.

Our results show that 27% of respondents are willing to influence their parents
to contract LTC insurance. We find that reporting self-interest for LTC insurance,
living with children under 18 years and providing informal care for ADL (personal
care) are the strongest determinants of the willingness to influence parents’ or in-
laws’ LTC insurance decisions. Quantitatively, the marginal effect of showing inter-
est in LTC insurance is the largest amongst all explanatory variables. For instance,
those individuals reporting only little interest in LTC insurance are 16% more likely
to influence their parents than those showing no interest. Hence, those who are more
aware of LTC risks (proxied by self-interest in LTC insurance) are more likely to
influence the purchase of LTC insurance by their parents. In addition, personally
recognising the usefulness of LTC insurance is also strongly related to influencing
others to purchase it. Having children likely increases the opportunity cost of infor-
mal care as people with children have less time available to take care of their elderly
parents. The quantitative effect of this variable is also important as, for example,
respondents with two or more coresident children are 16% more likely to influence
their parents than those without any coresident child. Providing informal help with
personal care (ADL) is known to be time consuming and to adversely impact the
physical and psychological health of informal caregivers (Roth et al. 2015; Musich
et al. 2017). Hence, having parents purchase LTC insurance that covers the cost of
formal care may relieve children of their most burdening informal care duties. Our
results show that influencing parental LTC insurance purchase would not necessarily
be done to substitute informal care with formal care, but rather to reduce the burden
of intense and painful care provision. The higher the burden of providing informal
care, the higher the probability of influencing parents or in-laws. For instance, for a
medium level of burden, children are 12.4% more likely to influence their parents.
We also find a positive effect of respondents’ understanding of LTC insurance on the
dependent variable, showing the importance of adult children’s financial literacy in
their willingness to influence parents’ LTC coverage. Finally, individuals with a high
net income (i.e. greater than CHF 9000 per month) show a significantly higher will-
ingness to influence their parents’ LTC insurance coverage. An explanation would
be that adult children with large revenues have a high opportunity cost of providing
informal care or that they can afford to pay for their parents’ LTC insurance pre-
miums. The size effect of these variables is substantial, but smaller than that that
of the variables previously mentioned. Having a very clear understanding of LTC
insurance products increases the probability of willingness to influence parents and
in-laws by 15.4%, while individuals with a monthly income larger than CHF 9000
are on average 11% more likely to influence parents or in-laws.
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Regarding the motives for influencing parents’ or in-laws’ LTC coverage, we find
that they can be grouped as either ‘altruistic’ or ‘self-interested’. Most respondents
who are willing to influence their parents’ LTC coverage decisions do it for altruistic
reasons, i.e. the interest of the elderly prevails over that of the child. Finally, we find
that the motives for influencing parental LTC coverage have a socio-economic gradi-
ent, as individuals whose parents’ or own wealth (proxied by residence ownership)
are large are more likely to influence their parents for self-interested motives. This
is reflected by the coefficient corresponding to the variable Housing (with ‘owner’
as a baseline reference) having a positive sign in Table 8, while the coefficient cor-
responding to the variable Parental wealth has the opposite sign.

Our results offer various insights when it comes to managing LTC risks. A first
is that the main reason children have for influencing their parents’ LTC insurance
purchase is because they see it as a tool that would be beneficial to themselves. Nev-
ertheless, this should be interpreted with caution since, as indicated in the “Robust-
ness checks” section, the variables Interest in LTCI and LTCI understanding are
strongly linked with the dependent variable and thus likely to be endogenous. Sec-
ond, knowing the profile of those children who are willing to influence their parents’
LTC coverage and their motivations may be useful for the specific design of LTC
financing policies. Indeed, our results indicate that one way to increase private LTC
insurance among elderly parents is to directly target adult children with the relevant
profiles (and whose parents are eligible), and to stress the various benefits for them
of having their parents insured for LTC risks. It would be especially recommended,
when targeting potential LTC insurance beneficiaries or policyholders, to focus on
exogenous characteristics such as the number of children or the actual (or potential)
burden of informal care provision. For instance, LTC insurance or benefits could be
targeted to actual or potential informal caregivers or middle-aged individuals with
children. In that respect, further research into casual effects would be required to
make sure that interest in LTC insurance or understanding are characteristics worth
targeting. Then, information on the product could be framed to children in such a
way that it highlights how LTC insurance can avoid their parents’ financial distress
during retirement or finance additional care costs. More generally, insurers should
encourage the broader family to discuss the benefits of LTC insurance (Fuino et al.
2020). This may also create a spillover effect in which adult children could consider
LTC insurance as an option for themselves, opening the path to contract LTC insur-
ance at younger ages when the cost is lower and the premiums are more attractive.

Some limitations to this study need to be mentioned. First, as in the case of many
survey-based studies, our work is observational in nature, meaning that estimates
could be driven by omitted variables, although we have done our best to control
for most variables. Second, the interpretation of the survey results and the conclu-
sions must be taken with some circumspection since answers are self-reports and
could be manipulated or affected by self-reporting bias A third limitation is that
our data are cross-sectional and our sample relatively small, which, as previously
stressed, deters us from performing a causal analysis, e.g. through a natural experi-
ment. Therefore, our coefficients only reflect association, and a causal interpretation
for the control variables’ marginal effects is beyond the scope of this paper. A fourth
limitation is that the survey’s respondents expressed above all their willingness to
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influence insurance purchase, which may not necessarily reflect their real decision
or lead to LTC insurance purchase by the parent. In that respect, to be successful in
influencing parental purchase, Sperber et al. (2014) stressed the importance of fram-
ing LTC insurance in line with parents’ values concerning autonomy for themselves
and their children. Finally, respondents are aged between 40 and 65 years old and
their parents (-in-law) may be very old or already dependent, and therefore ineligible
for LTC insurance or would face very high premiums. While we partially control for
this issue, it could create a potential bias in survey answers should the respondent be
aware of such information. However, these limitations should not seriously modify
our results, which, we hope, contribute to better understanding the interests adult
children take in how their parents’ LTC needs are covered.
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