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Labor Supply and Income Reduction of Middle- and Old-Aged People in Japan
with a Parent in Need of Long-Term Care

By Atsuhiro YAMADA and Tadashi SAKAI

Abstract

In this paper, using “Longitudinal Survey of Middle-Aged and Elderly Persons,” we examined
the labor supply and income reduction implications for middle- and old-aged people with a parent
in need of long-term care. The dataset allowed us to control for the two decision-making endogene-
ities between labor supply and informal care and between long-term care of a parent and shared
residency. Both endogeneities could have caused biased results in past research.

There were five main findings. First, the number of younger birth cohorts providing informal
care for family members has sharply increased, reflecting the decline in birth rates. For example,
this probability was found to be 6% higher for males and 8% higher for females in the 1954 birth
cohort compared with that for the 1946 birth cohort. Second, even after controlling for the two en-
dogeneities, it was found that for people who had a parent in need of long-term care, there was a
1% decrease in the labor supply every year. Third, no statistically significant negative effect was
found for working hours or working days for those who had parents in need of long-term care. This
implied that these people were forced to choose between pursuing a career and providing informal
care, possibly because of inflexible work arrangements or intensive work, which made it impossi-
ble for them to work less. Fourth, the income of those who provided informal parental care was 6 to
8 % lower than that of those who did not. Finally, many people whose parents needed long-term
care were found to be living with their parents again, indicating that the decision to provide infor-
mal care and to live together was possibly a simultaneous decision.

In consideration of the shrinking labor force in Japan, a shorter work day/hour for regular
workers and/or an expansion of formal long-term care services, both of which would allow workers
to strike a balance between their career and informal care provision, would be more practical policy
options than the ongoing reform of the Long-term Care Leave System, which aims to provide tri-
chotomous leave and does not intend to change the current maximum leave duration. The more
practical policies would also lower the risk of poverty among the older people providing informal

carc.
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