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Abstract

Demographic aging is associated with an increasing demand for long term care,
which can be provided both by professionals (formal care) or by relatives (informal
care). Facing this increasing demand, public policies encourage the consumption of
formal care. One expected impact of these policies is to relieve relatives’ burden.
This paper investigates the causal impact of formal care use on informal care among
formal care users. We propose an original instrument for formal care use, using local
disparities in the price of formal care providers. Using the recent French survey
CARE, which is focused on the elderly population, we use a two-part model to
disentangle between extensive and intensive margin of informal care. An exogenous
increase in formal care is found to slightly decrease the probability to use informal
care, but there is no significant effect at the intensive margin. Reforms extending
the generosity of public policies for formal care use can thus be expected to have a
limited effect on informal care use.
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1 Introduction

As many European countries, France is experiencing the aging of its population and public
policies have to cope with an increasing demand for long term care. Long term care,
referring to services for individuals suffering from functional limitations, can be provided
by professionals (formal care) and non-professional relatives (informal care). Informal care
plays a major role in the provision of domestic help and personal care (Colombo et al.,
2011), while it has been shown to have detrimental effects on caregivers’s health, labor
supply and social life (Bauer and Sousa-Poza, 2015). In France, public policies tend both
to encourage the use of professional care services and to support informal caregivers. The
main program targeted to the disabled elderly, the APA program (Allocation personnalisée
d’autonomie), partially finances the use of formal care and at the same time implements
measures to alleviate the burden of informal care for relatives. Evaluating such a policy
requires to have an insight of the interactions existing between formal care and informal
care.

This paper documents the effect of an increase in formal care use on informal care
provided by relatives. An increase of formal care may lead to a decrease of informal
care if both services are substitutes: the care provided by formal caregivers does not
need to be provided by relatives. Conversely, both services could be complement: an
increase in formal care would increase informal care through behavioral responses (formal
care intensity would signal the importance of the disability for relatives for instance) or
additional help needed (additional support needed from informal carers, for instance, to
cope with administrative costs).

There is a prolific literature on the relationship between informal care and formal care.
In a first strand of the literature, papers have analyzed the effect of informal care provision
on formal care use (see Bonsang (2009) for a review). In a second strand, closer to our
question, the literature has studied the impact of formal care use on informal care. Many
of previous studies have questioned the impact of public subsidies on both formal and

informal care consumption (Christianson, 1988; Ettner, 1994; Pezzin et al., 1996; Stabile



et al., 2006; Rapp et al., 2011; Fontaine, 2012; Arnault, 2015). They aimed at forecasting
the effect of public policies financing formal care on care arrangements.

Our paper contributes to this literature by analyzing the effect of formal care intensity
on informal care. To the best of our knowledge, it is the first paper to concentrate on the
effect on informal care of a formal care increase among formal care users. Studying the
intensive margin of formal care is of interest in a context where long-term care policies are
gaining importance. In 2016, a reform of the French long-term care policy, the so-called
ASV law,! increased the generosity of subsidies on formal care for individuals already
benefiting from the APA program. Evaluating its effects on informal care requires to
have an insight on how increasing formal care use affects informal care.

We use the national and cross-sectional French survey CARE (Capacités, aide et
ressources des seniors), collected in 2015, which is representative of the elderly popu-
lation at the national level. From this survey, we extract a sample of formal care users.
To ensure exogeneity of formal care use, we implement an original instrumental variable
strategy that makes use of local variations existing in the prices of the home care sector.
We obtain this information from the departmental SolvA PA survey. We estimate a two-
part model, which separately highlights the effect of formal care use on the extensive and
intensive margin of informal care.

Our results show that an exogenous increase of formal care affects the extensive mar-
gin of informal care, with a limited magnitude of one percentage point. Heterogeneity
tests show that this negative effect is mainly concentrated on caregiving for daily life
activities, provided by women, and secondary caregivers (not spouse and children). The
intensive margin of informal care is unaffected. Thus, an increase in formal care use as
the one planned by the 2016 APA reform can be expected to have a limited effect on the

involvement of relatives in the provision of care.

! Loi relative a 'adaptation de la société au vieillissement — Law for the adaptation of society to ageing.



2 Conceptual framework

To analyze this effect, we use a theoretical framework classically considered in the lit-
erature and comprehensively described in Pezzin and Schone (1999). We present here a
simplified version of the model. It formalizes the utility of the parent (indexed by p) and
the child? (indexed by c¢) denoted U;,i € {c,p}. The child provides a quantity of informal
care IC' while the parent can also consume hours of formal care F'C'. Both contributes to
produce the well-being of the parent W, and their effect is conditional on the disability
level of the parent D. We assume a Cournot-Nash equilibrium where the child chooses
unilaterally the informal care quantity, assuming as given the formal care volume; and
the parent chooses unilaterally the formal care quantity, assuming as given the informal
care volume.

The child is assumed to be altruistic as he/she takes into account the well-being of

the parent. His/her utility is formalized as follows:

MCLIXCJC’L UC(XC,W<]C, FC, D),L)
s/e Vet wl = X+ w(L+ 1C)

With V¢ the nonlabor income of the child, w is her labor wage, T is the total time
endowment, X¢ is the consumption of private good and L is leisure.

The parent chooses X? and F'C' to maximize his/her utility:

Mazxr po UP(XP, W(IC, FC; D))
S/C VP = Xp—i-pFCFC'

Where V? is the parent nonlabor income and pg¢ is the price of formal care.

The amount of informal care is chosen by the child while the quantity of formal care

2Since we are not interested in the long term care arrangement within the family, we only consider
the total volume of informal care, whatever if this help cames from one or several helpers. Thus, we
summerize the total number of care received in the model as those from one child, whatever the real
number of caregivers.



depends on the parent’s decision. It gives the following reaction functions:*
I1C° = f19V*, w, FC(prc); D) (1)

FC? = fF°(V?, ppe, IC; D) (2)

This theoretical framework gives interesting results for our empirical strategy. Indeed,
according to this model, the price of formal care has an impact on informal care only
through the formal care function. The price of formal care is thus a potential candidate

for instrumenting formal care use.

3 An instrumental variable for formal care use

We face the classical endogeneity issues that arise when studying simultaneously formal
care and informal care. The first endogeneity threat is reverse causality: we could capture
the effect of informal care on formal care use. The second is the omitted variable bias:
unobserved determinants affecting both formal and informal care use could yield biased
estimators.

To deal with these endogeneity issues, we implement an instrumental variable strategy.
Local variations in home care supply provide an exogenous source of variations in the
volume consumed. In particular, we may expect the consumption to be higher when
available prices are lower, since elder’s demand for formal care is sensitive to the price
(Roquebert and Tenand, 2017). According to Equation 1, the price of formal care should
affect informal care only through the effect on the quantity of formal care consumed. We
use information on prices at the local level rather than individuals prices: it guarantees

4

that variations in this price are exogenous.” We thus consider the departmental level,

where the home care sector is managed (Hege et al., 2014).

3This function came from the first order condition of the utility function. See Appendix A for details
and Pezzin and Schone (1999) for further details on the resolution of this maximization program.

4Tt is due to the atomicity condition, i.e the fact that one individual’s consumption cannot influence
the price established at an aggregate level.



Alternative instruments have been investigated, regarding the characteristics of local
policies financing the demand or individual characteristics, but none has been assessed as
relevant. Appendix B.1 gives more details.

We use as an instrument the lowest regulated price available in the department. In
France, both regulated and non-regulated providers® operate on the home care sector.® We
focus on regulated prices, for which data are available. Regulated providers are allowed
to enter the market by departmental councils, they have to meet quality requirements
and their prices are fixed by the departmental council.” The departmental council fixes
a price for each structure, which depends on the provision costs of the provider: it is
supposedly set at the average hourly provision cost. But it also depends on administrative
and political considerations of the departmental council (Gramain and Xing, 2012). For
instance, the departmental council can modulate the importance of qualified caregivers
in the workforce through the pricing process. The heterogeneity in regulated prices thus
reflects the variations in provision costs as well as departmental variations in pricing
practices.

To be valid, our instrument should not affect informal care except through formal care
(exclusion restriction). This is what is predicted in the conceptual framework (Equation
1). Arnault (2015) underlines this assumption does not hold if informal care is affected
by parent’s private goods consumption (X?), which also depend on the price of formal
care through the parent’s budget constraint. Moreover, in case of financial transfers from
parents to children, the price of formal care could affect the amount of the transfers which
then modify the non-labor incomes of children (V°), coming into play in the informal care
decision. Strategic behaviors could also come into play: with a high price, children could

increase ex ante their informal care provision to limit the parent’s consumption of formal

In the home care sector, two regulatory status are existing in 2015: structures can be authorized
(regulated) or not. In 2016, a reform has required all structures to get regulated; we exploit, however, a
national survey collected in 2015, and a departmental survey from 2015, when the distinction was still
existing.

SRoquebert et al. (2018) provide a detailed presentation of the different types of providers operating
on the home care sector in France.

"Conversely, non-regulated providers are free to enter the market and only have a constraint on the
increase rate of their price.



care and save money for inheritance. We argue such a biased behaviour should be limited
since the money engaged for formal care remains relatively low (compared, for instance,
to the price of nursing homes) and since such a mechanism should only concern relatively-
high income individuals.

Arnault (2015) relaxes the hypothesis that informal care depends on the price of
formal care only through formal care volume. Thus, he estimates a reduced-form model

estimating the cross-price elasticities of formal care and informal care.®

4 Data and method

4.1 Data

This paper takes advantage of two datasets: a national survey on the elderly population
in France and a survey on departmental practices regarding long-term care. This last

survey is used to obtain our instrumental variable.

The French survey CARE We use the French survey CARE (Capacités, aide et
ressources des seniors), which focuses on the elderly population in France. This cross-
sectional survey, collected in 2015, surveyed close to 11,000 individuals, and is repre-
sentative of the population aged 60 or more at the national level. It gives exhaustive
information on the limitations encountered by individuals and on the formal and informal
care they receive. In particular, we observe the number of hours provided by professional

caregivers and relatives.

A departmental survey Our instrument comes from the SolvAPA survey (DREES,
2015a). As part of the CARE survey, this departmental survey was implemented by the
Ministry of Health in 2015 to document the practices of departmental councils regarding

long-term care policies.” This survey offers the opportunity to have information on the way

8Comparison of results are presented in Section 6.
9The questionnaire can be found here (in French): http://www.data.drees.sante.gouv.fr/
TableViewer/document.aspx?ReportId=344.


http://www.data.drees.sante.gouv.fr/TableViewer/document.aspx?ReportId=344
http://www.data.drees.sante.gouv.fr/TableViewer/document.aspx?ReportId=344

departmental councils implement the APA program and how they regulate the home care
sector. Using this survey, however, implies to focus on individuals living in a department
that did answer to the survey: 85 over 96 metropolitan departments responded to the

survey.

Sample selection Our sample of interest is made of individuals that declare they con-
sume formal care. We more specifically focus on those who consume unskilled formal care,
that is to say care provided by professional housekeepers or non-medical caregivers.'® In
Section 6, we discuss of the selection of formal care users compared to the whole popula-
tion of elderly. It shows that we focus on this study on a population with a higher share
of woman, of individuals living alone, of low-income and a population in average older
than the whole French population of eldery. Outliers, defined as the 1% extreme values
regarding formal and informal care volumes consumed are excluded from the sample.!!
Finally, for technical purposes, our sample is restricted to individuals whose department

has responded to the SolvAPA survey.'?

Outcome and interest variables Our variable of interest is the number of formal
care hours received by individuals. Our outcome variable is the volume of informal care
they receive. Thus, we consider only the help that elderly are able to quantify.'®> Formal
care and informal care volumes are directly declared by the elderly for each caregiver,
either at the daily, weekly or monthly level. Since the most frequent unit is the week, we
convert daily and monthly volume in weekly hours and expressed, for each individual, the
total number of informal or formal care received per week. Appendix C.1 presents the

distribution of these variables. They are, in level, relatively skewed while the distributions

N« ” W

10Tn CARE Survey, these professionals are referred to as “aide & domicile”, “auxiliaire de vie”, “garde
a domicile”, “femme de ménage”, and “aide-ménagere”.

" Corresponding to more than 167 informal hours per week or more than 70 formal hours per week.
Appendix C.2 provides alternative estimations modifying the definition of outliers.

1276 departments over the 82 respondents are represented in our sample of elderly. The characteristics
of formal care users whose department has not responded to the SolvAPA survey (420 observations) are
not significantly different compared to formal care users in general.

1B Appendix E.4 reproduces our main results with an alternative definition of informal care reception
which is less restrictive. Results are robust to this change.



of the log-variables are better shaped for the econometric model we use.

Descriptive statistics Table 1 presents summary statistics on the main variables used
in the model for our estimation samples: formal care consumers (Column 1), and, among
them, those who receive informal care (Column 2). The variables we use are the following;:
gender, age, living status (alone or not), number of children, education level (having the
French baccalauréat or not), disability group, APA status, income level and tenant status,
as a proxy for wealth. The disability group corresponds to a synthetic indicator computed
from activity limitations declared by individuals. It mimics the AGGIR scale, which is
used in the APA program to assess the disability level of individuals. More details on
the contents of each category are given in Appendix D. The typical individual of our
baseline sample is a woman, living alone, having about two children and with a moderate
disability level. Compared to this baseline sample, informal care users are older and have
a higher number of children. Individuals benefiting from informal care have in average
significantly are more severely disabled and are more frequently APA beneficiaries. As a
consequence, they consume significantly more formal care (in average, 6.48 hours by week

in the baseline sample and 7.21 hours among the sub-sample of informal care consumers).

The instrument for formal care Departmental councils were asked to give informa-
tion on prices fixed for regulated providers. We consider the lowest price available in
the department, which shows the minimum price that has to be paid to get formal care
from a regulated provider.!* In the 76 departments represented in our sample, this price
goes from €12.3 to €21.98, with an average share of €19.54 and a standard deviation of
1.88. Figure 1 illustrates the distribution of the lowest regulated price. Figure 2 maps the
lowest regulated price in each department. To document the sources of variation of our
instrument, we have tested if the level of this price is correlated with other departmental

characteristics. We find that this price is not correlated with socio-economic character-

ndividuals could potentially obtain lower prices if they are served by non-regulated providers - over-
the-counter workers in particular. There is no data, however, on those prices. Moreover, for individuals
benefiting from the APA program, departmental councils tend to favor regulated providers.



Figure 1: Distribution of the lowest regulated price of departments in our sample
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Reading: Departments are ranked by importance of the regulated price. The
department with the lowest price has a price close to 12 euros whereas the
department with the highest price has a prise close to 22 euros. 37 depart-
ments have a regulated price between 20 and 22 euros.

Source: SolvAPA survey, 2015.

istics of the population, nor with the characteristics of the elderly in the population or
with the variables reflecting the orientation of departmental policies (Appendix B.2). We
have conducted a test of spatial auto-correlation, to see whether the level of the lowest
regulated price in one department is correlated to the level of this price in departments
nearby (Appendix B.3). We find that there is no spatial auto-correlation between the
value of the lowest regulated price and the value of this price in departments nearby.

Overall, these tests support the exogenous dimension of our instrument.

10



Figure 2: Lowest regulated price in French metropolitan departments
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Notes: This map shows the regulated providers’ price in each department.
Departments in white are those which did not respond to the SolvAPA survey
or have no regulated providers.
Source: SolvAPA survey, 2015.

11



Table 1: Descriptive statistics on the estimation sample

Baseline Informal care Difference
sample consumers  between samples

Consumes informal care 56.57 100.00 -
Consumes formal care 100.00 100.00 -
Hours of formal care 6.48 7.21 o
Hours of informal care 13.35 23.60 HoAH
Woman 77.68 78.30 n.s
Age 82.55 83.85 HkE
Living alone 71.03 70.69 n.s
Number of children 2.34 247 HAK
Education 13.37 10.75 HRK
APA beneficiary 44.26 48.53 ok
Disability group ok

1 2.45 3.60

2 14.24 18.56

3 13.71 17.36

4 34.67 33.71

5 14.46 12.48

6 20.47 14.29
Income HAE

< €10,000 25.38 24.97

€10,000 - €15,000 27.87 30.91

€15,000 - €20,000 22.05 21.70

€20,000 24.70 22.43
Tenant 28.81 28.57 n.s
Observations 2,648 1,498

Reading: In the baseline sample (consumers of formal care) 56.57% consume informal care. The
average weekly hours of formal care consumed is 6.48 hours. In the sub-sample of informal care
consumers, the average weekly hours of formal care consumed is 7.21 hours. The difference between
the two samples is significant at the 1% level.

Notes: The test performed is a Student (resp. Pearson Xz) test if the variable is binary or continuous
(resp. categorical). * p < 0.10, ** p < 0.05, *** p < 0.01, n.s not significant.

Source: CARE survey (DREES, 2015b).

12



4.2 A two-part model for informal care use

Two-part model We aim at showing the causal impact of a variation of formal care
intensity on informal care consumption - both at the intensive and extensive margin. Fol-
lowing Bonsang (2009), we use a two-part model (TPM) combined with an instrumental
variable strategy (Duan et al., 1983).1?

The first part of the model is a binary choice model (Probit model).'® With the
instrumental variable (IV) strategy, this first part falls into two stages. The first stage
corresponds to the variation of log-hour of formal care attributable to a variation in
regulated price of the department (Equation 3) and the second stage of the first part of
TPM is the variation in probability to report having informal care attributable to the

variation of log-hour of formal care explained in the Equation 3 (Equation 4).

lOg(FCZ') = Td(i)ﬂ'l + X,;m + Yd(,’)ﬁgg + u; (3)
PT(ICZ >0 XiaYiﬂLi) = @(log(FC’z)oq + XiOéQ + }/d(i)Oég,) (4)

with Ty, the lowest regulated price available in the department d of individual ; X,
controls for individuals characteristics; Yj(;), controls for departmental characteristics. ®
is the cumulative density function of the standard normal distribution.

The second part is a two-stage least square (2SLS) explaining the consumption level for
consumers of informal care. The first stage explained among the informal care consumers,
the variation of log-hour of formal care attributable to a variation in regulated price of
the department (Equation 5) and the second stage explained the variation of the log of

the number of informal care hours reported attributable to the variation of formal care

15See Mihaylova et al. (2011) for a recent review of econometric tools for health care expenditures and
long term care consumption studies; see Leung and Yu (1996) on the choice between sample selection
model and two part model.

16We use the Stata command ivprobit.

13



estimated in Equation 5 (Equation 6).

log(FCi’ICi>0,Xi,Yd(i)> = TynT + Xim1 + Yauy s + vin (5)
log(1Ci|10,0,x,,v,()) = log(FC;)Ba + Xima + Yy 2 + iz (6)

Since our instrumental variable is varying at the departmental level, it is necessary to
take into account potential correlations of disturbances among individuals living in the
same department (Moulton, 1990). We thus estimate standard errors clustered at the

departmental level.

Covariates Individual covariates include variables that are likely to correlate with in-
formal care: gender, age, living status (alone or not), number of children, education
level, disability group, APA status, income level and tenant status, as a proxy for wealth.
Regarding departmental variables, for the sake of precision, we only include relevant vari-
ables in departmental controls. We define relevant departmental variables as variables
that influence our instrumental variable at the departmental level, or that contribute to
explain formal or informal care consumption at the individual level. To select them, we
first regress our instrument on a set of potentially relevant variables at the departmen-
tal level. These variables include demographic and socio-economic characteristics of the
population at the departmental level. None of these variables are found to be correlated
with our instrument (Appendix B.2). We then regress formal care volume and our out-
come variables on the same set of departmental variables, while controlling for individual
characteristics. We select those having a significant effect as departmental controls in our
final regression. The final set of departmental controls included (Yy(;)) are: the share of
elderly population in the departmental population, the share of women among them, the
poverty rate of the elderly population, the share of taxable household in the population

and the political side of the departmental council.

14



5 Results

5.1 Main results

The results of our estimations are presented in Table 2. The two first Columns (“All”)
correspond to the first part of our two-part model, focusing on the decision to consume
informal care: the first column is the first stage of our first part while the second column
corresponds to the second stage. Similarly, the two last Columns show the results of
the second part of the model (first stage and second stage), centered on informal care

consumers.

Instrumental validity To be used as an instrument, the regulated price has to be cor-
related with individual consumption (relevance condition). In our sample, a 1% increase
of the regulated price leads to a significant average decrease by 0.586% of the formal care
consumption, significant at the 1% level (Table 2, Column (1)). It is also the case when
focusing on informal care consumers: a 1% increase of regulated price leads to an average
decrease of formal care consumption by 0.621%, significant at the 1% level (Column (3)).
In both cases, the F-test is low: our instrument should be regarded as relevant but weak.
To cope with this issue, we have estimated in Appendix E.2 the confidence intervals using
the conditional likelihood-ratio (CLR) statistic proposed by Moreira (2003). It is expected
to be robust to the bias induced by weak instruments in small samples. Results show that
the bias induced by our weak instrument is limited on the first part of our model, while
it seems to be more important on the second part of our model. We thus need to be

cautious when interpreting the results at the intensive margin of informal care.

Causal impact of formal care on informal care At the extensive margin, an ex-
ogenous increase of formal care consumption decreases the probability that individuals

declare they consume informal care by 0.925 percentage point.'” (Table 2, Column (2)).

"By comparison, a naive analysis including directly formal care and informal care would predict a zero
effect on the probability to consume formal care (see Appendix E.1). It means that the negative causal
effect we observe with the IV strategy is cancelled out by a reverse causality or an omitted variable bias.

15



This effect is significantly different from zero at the 1% level. At the intensive margin
(Column (4)), an exogenous increase of formal care does not significantly affect the volume

of informal care declared by individuals.

Size of the effect The effect found at the extensive margin is small: the increase by
one of the log-hour is equivalent to the effect of multiplying formal care use by 2.718.1%
For an average individual who consume 6.28 hours of formal care by week, it represents
an increase by 10.79 hours of formal care.'® This 10.79 hours increase leads to a decrease
of the probability to consume informal care by 0.925 percentage point, i.e., a drop from

56.5% probability to 55.6% for the average individual.

Table 2: Main results: effect of an increase of formal care on informal care

First part Second part
(All) (Informal care consumers)
(1) (2) 3) (4)
Regression IV-Probit Regression IV-regression
In(FC) Pr(IC >0) In(FC|IC >0) In(IC|IC >0)
Regulated price (log) -0.586*** -0.621**
(0.214) (0.245)
Formal care hours (log) -0.925%+* 1.527
(0.335) (1.065)
F-test 7.47 - 6.41 -
R? 0.26 - 0.28 -
Individual controls Yes Yes
Departmental controls Yes Yes
Clusters 76 74
N 2,648 1,498

Reading: In the first stage of the first part (resp. second part), a 1% increase of the regulated
price in the department leads to an average decrease of 0.586% (resp. 0.621%) of formal care hours
weekly consumed. An exogenous increase of one log-hour of formal care decreases the probability
to receive informal care by 0.925 percentage point. Among consumers of informal care, an increase
of one log-hour of formal care non significantly decreases the volume of informal care (by 1.527

log-hours).

Notes: * p < 0.10, ** p < 0.05, *** p < 0.01. Standard errors in parentheses, clustered at the
departmental level. Individuals and departmental characteristics are controlled for. The regulated
price is the lowest regulated price available in the department. Models of Equations 3, 4, 5, 6.

Source: CARE survey (DREES, 2015b).

Blngg =lnzi +1 e in2 =1«

19(2.718 x 6.28) — 6.28
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Underlying mechanisms The negative impact we find at the extensive margin could
illustrate the eviction of informal care by formal care: when formal carers provide a high
volume of care, relatives withdraw from the care provision. Since information on care
is from a declarative survey, it could also be due to a declarative bias (“self-assessed”
mechanism): the increase in formal care could decrease the propensity of our sample
members to recognize informal care as such. Receiving visits from relatives would not
be directly associated to the care provision since it is already provided by paid formal

caregivers.

5.2 Extensions: alternative outcomes

The data we used contain rich information on caregivers and the type of care they provide:
it can be used to get more results on the heterogeneous impact of formal care intensity on
informal care. We consider here the heterogeneity according to the type of care (care for
the activities of daily living, moral support or material help), the relationship between the
individual and the caregiver and the gender of the caregiver. Lastly, among the elderly
that report receiving informal care, we also explore the impact of formal care on the

number of caregivers they report.

Type of care There is evidence in the literature that the substitution between formal
and informal care varies across the type of formal and informal care (Bonsang, 2009).
When individuals declare some caregivers in the CARE survey, they are invited to specify
for which type of care the caregiver operates: in our sample, among the elderly that
report receiving informal care, 99.73% report receiving for daily life activities, 54.81% for
moral support and 8.80% for material support. Table 3 shows the impact of an exogenous
increase in formal care on the probability to receive these three types of help. It shows
that an exogenous increase in formal care leads to a significant decrease of the probability
to receive informal care for daily life activities - but not for other types of care. It

echoes our main result since mostly all informal care declared is associated with daily life
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activities. But the increase in formal care intensity leaves unaffected the probability to
receive moral support or material help. Thus, the substitution of formal care for informal
care is concentrated on the activities of daily living, which can be performed by both types

of care providers, but not on the type of care which are specific to informal caregivers.

Table 3: Impact of the volume of formal care on type of care

Probability to receive informal care for:
Daily life activities Moral support Material help

Formal care hours (log) -0.893 -0.396 -0.0449
(0.298) (0.625) (0.460)
Observations 2,648 2,648 2,648

Reading: An increase of one log-hour of formal care decreases the probability to receive
informal care for the daily life activities by 0.893 percentage point.

Notes: * p < 0.10, ** p < 0.05, *** p < 0.01. Standard errors in parentheses, clustered
at the departmental level. Individuals and departmental characteristics are controlled
for. The regulated price is the lowest regulated price available in the department.
Estimation of IV-Probit models.

Source: survey Capacités, aides et ressources des seniors (DREES, 2015b).

Relationship with the elderly The decrease of the probability to report receiving
informal care could differ according to caregivers, especially given their relationship with
the elderly. In our sample, among those who report receiving informal care, 84.65% of
elderly report receiving care from their partner or from a child (what we call primary
caregivers)?’ and 25.10% from neighbors, friends or broader-family members (secondary
caregivers). Table 4 distinguishes the informal care provision according to the relationship
between the individual and the caregiver(s). It shows that an exogenous increase in formal
care does not affect the probability to report receiving help from primary caregivers but
it decreases the probability to report care from a secondary caregivers. It echoes previous
findings that have shown that informal caregivers who withdraw in the presence of formal

care are mainly friends or neighbors (Christianson, 1988).

Caregivers’ gender We are also interested in the heterogeneity of formal care intensity

according to the gender of caregivers. In our sample, 66.56% of elderly report receiving

2022.90% from spouse, 66.36% from children
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Table 4: Impact of formal care on informal care by relationship with the caregiver

Primary Secondary  Partner Children All
caregivers  caregivers

First part: Impact on the probability to consume

Formal care hours (log) -0.622 -0.826™**  -0.953* -0.394 -0.925%+*
(0.596) (0.292) (0.521) (0.606) (0.335)

Observations 2,648 2,648 2,648 2,648 2,648

Second part: Impact on the level of consumption among consumers

Formal care hours (log) 1.338 0.540 0.478 2.349 1.527
(1.176) (1.873) (1.738) (2.020) (1.065)

Observations 1,268 376 343 994 1,498

Reading: An exogenous increase of one log-hour of formal care non significantly de-
creases the probability to receive informal care from a primary caregiver (by 0.622
percentage point).

Notes: * p < 0.10, ** p < 0.05, *** p < 0.01. Standard errors in parentheses, clustered
at the departmental level. Individuals and departmental characteristics are controlled
for. The regulated price is the lowest regulated price available in the department.
Primary caregivers refer to spouse and children while secondary caregivers refers to
the other caregivers (friends, neighbours, broader family). First part: estimation of
IV-Probit models. Second part: estimation of 2SLS regressions.

Source: survey Capacités, aides et ressources des seniors (DREES, 2015b).

care from at least one women and 53.47% from at least one men. Table 5 shows that there
is a significant decrease of the probability to report receiving care from women, but not
from men. This result echoes the differentiation of tasks performed by men and women
(Billaud and Gramain, 2014), with women performing basic activities for domestic help
and personal care and men being specialised in administrative or material help. Thus,
the tasks performed by women would be substitutes to formal care activities more than

those performed by men.?!

Number of caregivers Our main results show an impact at the extensive margin of
informal care but not at the intensive margin. Table 6 shows the effect of formal care on
the number of caregivers (rather than the total hours of caregiving): an exogenous increase
in formal care volume does not affect significantly the number of caregivers reported by
elderly receiving informal care. This absence of change in the number of caregivers was
expected since most of the elderly report only one caregiver. In our sample, 56% of the
elderly report receiving informal care. They report in average 1.77 caregivers: 57% report

only one caregiver, 24.37% report two caregivers; 17.75% three caregivers or more.

21 Given the frequency of care provided by men and women, the heterogeneous effect we observed cannot
be attributed to a lower precision on care provided by men.
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Table 5: Impact of formal care on informal care by caregivers’ gender

Women Men

First part: Impact on the probability to consume

Formal care hours (log) -0.776** -0.205
(0.357) (0.674)
Observations 2648 2648
Second part: Impact on the level of consumption among consumers
Formal care hours (log)  0.965* 1.010
(0.579) (0.981)
Observations 997 801

Reading: An exogenous increase of one log-hour of formal care decreases the probability
to receive informal care from one woman at least by 0.776 percentage point. Notes: *
p < 0.10, ** p < 0.05, *** p < 0.01. Standard errors in parentheses, clustered at the
departmental level. Individuals and departmental characteristics are controlled for.
The regulated price is the lowest regulated price available in the department. First
part: estimation of IV-Probit models. Second part: estimations of 2SLS regressions.
Source: survey Capacités, aides et ressources des seniors (DREES, 2015b).

Table 6: Impact of the volume of formal care on the number of informal caregivers

AIIlOIlg consumers

Formal care hours (log) 0.328
(0.700)
Observations 1,498

Reading: An exogenous increase of one log-hour
of formal care decreases the number of caregivers
by 0.328 among the elderly receiving informal care
but this is not statistically significant.

Notes: * p < 0.10, ** p < 0.05, *** p < 0.01.
Standard errors in parentheses, clustered at the
departmental level. Individuals and departmental
characteristics are controlled for. The regulated
price is the lowest regulated price available in the
department. 2SLS regressions.

Source: survey Capacités, aides et ressources des
seniors (DREES, 2015b).

5.3 Extensions: results on subsamples

Heterogeneity by APA status Informal care reaction to formal care might depend
on the disability level on the individual: we test here this hypothesis by estimating our
model on the subsample of individuals who benefit from the APA program (Table 7). The
effect is similar to our baseline results: an exogenous increase of formal care decreases the
probability to declare receiving care, while it does not affect informal care at the intensive

margin.
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Table 7: Effect of formal care volume on informal care use for APA beneficiaries

First part Second part
(All) (Informal care consumers)
&) @) 3) (1)
Regression IV-Probit Regression IV-regression
In(FC) Pr(IC >0) In(FC|IC >0) In(IC|IC >0)
Regulated price (log) -0.653%** -0.990%**
(0.221) (0.301)
Formal care hours (log) -1.051%** 0.864
(0.235) (0.654)
F-test 8.76 10.81
R? 0.135 0.171
Clusters 75 72
N 1,172 727
Individual controls Yes
Departmental controls Yes

Reading: In the first stage of the first part (resp. second part), a 1% increase of the regulated
price in the department leads to an average decrease of 0.653% (resp. 0.990% ) of formal care
hours weekly consumed. An exogenous increase of one log-hour of formal care consumed decreases
the probability to receive informal care by 1.051 percentage point. Among consumers, an increase
of one log-hour of formal care non significantly increases the volume of informal care (by 0.864

log-hours).

Notes:* p < 0.10, ** p < 0.05, *** p < 0.01. Standard errors in parentheses, clustered at the
departmental level. Individuals and departmental characteristics are controlled for. The regulated
price is the lowest regulated price available in the department. Models of Equations 3, 4, 5, 6.
Source: CARE survey (DREES, 2015b).

Table 8 shows the results on the subsample of elderly living alone. The first part shows
that a 1-log-hour increase in formal care decrease the probability to consume informal care
by 0.910 percentage points. It is similar to our baseline results, showing that the effect
observed in the main results is not driven by those living alone. The second part cannot
be interpreted since the first stage is not significant anymore. This change in the first

stage could be explained by a lower price sensitivity on this subsample of elderly living

alone and having informal care, potentially because of a higher disability level.

6 Discussion

Selection of formal care users
population, however, is selected compared to the whole population of elderly. In Ap-

pendix C.3, we estimate the individual and departmental determinants of consuming
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Table 8: Results on the subsample of elderly living alone

First part Second part
(All) (Informal care consumers)
) (2) 3) (4)
Regression IV-Probit Regression IV-regression
In(FC) Pr(IC>0) In(FC|IC>0) In(IC|IC >0)
Regulated price (log) -0.552%* -0.331
(0.218) (0.229)
Formal care hours (log) -0.910%** 2.572
(0.331) (2.751)
F-test 6.43 - 2.08 -
R? 0.292 - 0.307 -
Individual controls Yes Yes
Departmental controls Yes Yes
Clusters 76 74
N 1,881 1,059

Reading: In the first stage of the first part (resp. second part), a 1% increase of the
regulated price in the department leads to an average decrease of 0.552% (resp. 0.331%)
of formal care hours weekly consumed among the elderly living alone. An increase of
one log-hour of formal care consumed decreases the probability to receive informal care
by 0.910 percentage point. Among informal care consumers, an exogenous increase of
one log-hour of formal care non significantly decreases the volume of informal care
consumed (by 2.572 log-hours).

Notes: * p < 0.10, ** p < 0.05, *** p < 0.01. Standard errors in parentheses, clustered
at the departmental level. Individuals and departmental characteristics are controlled
for. The regulated price is the lowest regulated price available in the department.
Source: survey Capacités, aides et ressources des seniors (DREES, 2015b).

formal care. Results show, consistently with the literature, that the probability to con-
sume formal care is higher for women, living-alone individuals, APA beneficiaries and
low-income individuals. It is also increasing with age and the disability level, and is de-
creasing with the number of children. Our results are thus relevant for this sub-population

of elderly specifically. Further developments could address this selection issue.

Co-residence choice Increasing formal care use could have an impact on cohabitation
probability. In our sample, the correlation between the lowest regulated price and the
co-residence with children is close to zero (0.008). It shows that our instrument is little
related to the probability to live with a child. We have tested if increasing formal care
used instrumented by the lowest regulated price affects the probability to live with a child.

It shows no effect of formal care use on co-residence with children.??

22Results are available upon request. The coefficient of the instrumented volume of formal care is 0.75,
with a robust standard error of 0.48.
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Relevance of the departmental level The relevance of our instrument relies on the
hypothesis that the price set at departmental level has an impact on the use of formal
care. As a placebo test, we have studied where using the lowest price established at the
regional level is correlated with formal care use (Appendix E.3). It shows that the lowest

price in the region is not significantly associated with the volume of formal care consumed.

Quantified informal care The outcome variables we consider are the probability to
declare receiving informal care and the volume of care received. In order to make the first
and the second part of our model consistent, individuals who receives informal care are
those who have been able to quantify the number of hours they receive. However, in our
sample, 17% of individuals declare they receive informal care but have not been able to
give the number of hours they receive. We have estimated the first part of our model,
using as an outcome variable a dummy indicating if the individual receives some informal
care, even if he/she has not been able to quantify it (Appendix E.4). It shows that our

results are robust to this change of definition.

Comparison with previous results Our work follows Christianson (1988); Ettner
(1994); Pezzin et al. (1996); Rapp et al. (2011); Fontaine (2012), which aimed at forecast-
ing the effect of implementing public policies financing formal care on care arrangements.
To do so, they have analyzed the effect of receiving or not public subsidies on formal care
(binary treatment), on both the extensive and the intensive margin of informal care. They
find a negative effect of receiving a public subsidy on informal care. We are going one
step further by analyzing the effect of a change in the intensity of formal care on informal
caregiving. Our work is thus closer to the study of Arnault and Goltz (2014) and Arnault
(2015).2* Using the French survey Handicap-Santé Ménages (2008), Arnault and Goltz
(2014) use out-of-pocket expenses for the formal care as an instrumental variable in a

bivariate Tobit model. They show that an exogenous increase of formal care is associated

Z3Chapter 4 of the thesis.
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with a decrease in informal care use. Though they are focused on a different population,?*
our results are consistent with this findings and show that such a decrease is concentrated
at the extensive margin of informal care. Using the same data, Arnault (2015) relaxes the
IV hypothesis and estimates a reduced-form model identifying the cross-price elasticity of
formal care and informal care volumes. He finds that a higher price of formal care in the
department?® decreases the volume of formal care consumed but leaves the informal care

volume unaffected. The source of this difference in the result should be more investigated.

7 Conclusion

This paper documents the causal impact of an exogenous variation in formal care on infor-
mal care use, both at the intensive and the extensive margin. This effect is estimated on
formal care users only. To tackle endogeneity issues, we propose an original instrumental
variable strategy taking advantage of local disparities in the price of regulated providers.
Using a two part model, we show that increasing formal care leads to a significant but
limited decrease of the probability to use informal care. Heterogeneity tests show that
this negative effect is mainly concentrated on caregiving for daily life activities, provided
by women, and secondary caregivers (not spouse and children). At the intensive margin
of informal care, however, no significant effect is observed. Overall, an increase in formal
care use as the one planned by the 2016 APA reform can be expected to have a limited

effect on the involvement of relatives in the provision of care.

24 Arnault and Goltz (2014) focus on the elderly living alone with ADL and IADL limitations.
25This variable corresponds to the price of the biggest provider in the department.
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Online Appendix

A Details on the theoretical framework

The child is assumed to be altruistic as he/she takes into account the well-being of the

parent. His/her utility is formalized as follows:

MCL"L’XCJCL UC<XC,W(]C, FC, D),L) (7)
s/eVe+wl = X+ w(L+ IC)

With V¢ the non-labor income of the child, w is her labor wage, T is the total time

endowment, X¢ is the consumption of private good and L is leisure.

Equation 7= Maxxe jc U° <XC, W(IC,FC;D),L(IC, X¢, Vc)) (8)

Considering a Cournot-Nash equilibrium, the child chooses the optimal level of informal

care, taking as given the formal care level. Thus,
Equation 8 = Mazxxe o U° <XC, W(IC,FC;D),L(IC, X, Vc)> 9)

The first order condition is:

aue (XC,W(IQF(J;D),L)
=0
oXe (10)
aue <X°,W(IO,FC;D),L>
aIC =0

The parent chooses X? and F'C' to maximize his/her utility:

Maxxe po Up<Xp,W(IC’, FC, D)) (11)
s/c VP = XP 4 ppc FC

Where V? is the parent nonlabor income and pg¢ is the price of formal care.

Equation 11 = Maxxr pc UP (Xp(Vp,FC’), W(C,FC(VP XP; D)) (12)

Considering a Cournot-Nash equilibrium, the parent choose the optimal level of formal
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care, taking as given the informal care provision. Thus, the first order condition is:

auP (XP(VP7FC),W(IC7FC(VP,XP§D)>
=0
7% (13)
ouP (XP(VP7FC),W(IC,FC(VP,XP§D)>
oFrC =0

First order conditions of child and parent maximisation program gives the following

reaction functions:

10 = f1°(Ve w, FC(ppc); D) (14)
FC? = fF(V? ppe, IC; D) (15)
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B Details on the instrument
B.1 Finding an instrumental variable for formal care studies

Instrument variables for formal care are relatively scarce in the literature. Working on
French data, Barnay and Juin (2016) use local variations in the eligibility practices of the
APA policy to instrument formal care use. This variable, however, cannot be used as an
instrument when studying the impact of formal care on informal care. Indeed, we may
suspect departments of taking into account informal care provided by relatives to decide
on one individual’s eligibility (Billaud et al., 2012).?° More generally, any variable that
rests on departmental practices regarding the APA policy is likely to be directly related
to informal care, not only through the effect on formal care consumption.

To find an instrument for formal care, we have investigated potential individual de-
terminants explaining differences in volume consumed. Socio-demographic variables and
health characteristics are not good candidates since they are directly affecting informal
care. Proximity to the head office of a professional caregiver could be an exogenous reason
explaining variations in formal care consumption. The service we consider is, however,
specific: the provider covers a given geographical area, but the head office location gives
little information on this area. It explains why we observe that there is no empirical
correlation between the intensity of use and the proximity to a professional head office
location.

We have also consider, on the supply side, the potential effect of the capacity of
formal care providers. Individual consumption could theoretically be influenced by the
capacity of formal care providers in the department. The higher the capacity of formal
care providers, the more individuals are likely to be able to consume with no restriction
on the supply side. There is here a technical issue: data on the home care sector present
the number of providers available at the departmental level. This number, however, gives
little information on the importance of the supply: one provider can serve a low or a high

number of beneficiaries. There is no available data on the capacity of providers.

B.2 Explaining the variation in our instrument

In this section, we estimate the correlation between the lowest regulated price in the de-
partment and other departmental characteristics. It makes it possible to document the
sources of variation of our instrument and additionally gives an insight of the relevant

departmental controls for our main estimations. We have selected departmental variables

26Tn the APA policy, formal care is supposedly not subsidiary to informal care: the APA benefits should
be independent of informal care received by the individuals. Field studies, however, have shown that it
actually depends on departmental practices.
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related to general socio-economic characteristics of the population (share of ederly, inter-
decile ratio, share of taxable households), variables illustrating the characteristics of the
elderly population in the department (share of women, share of living alone, share living
in nursing home, poverty rate, among the elderly) and variables reflecting the orientation
of social and general departmental policies (equipment rate in institutions, share of APA
beneficiaries, political side of the departmental council).

Table B1 presents the estimation results. It shows that the level of the lowest regu-
lated price in the department is not correlated with the socio-economic characteristics of
the departmental population, nor with the characteristics of the elderly population or the
variables related to the orientation of policies in the department. Overall, the departmen-
tal variables we consider explain less than 10% of the variation of the lowest regulated
price in the department. We have alternatively tested a stepwise procedure to see if ex-
cluding some variables without a significant effect could help gaining precision on others.
Results are stable. Local characteristics, thus, do little in explaining the variations of our

instrument.

B.3 Spatial autocorrelation

To further document the sources of variation in our instrument, we have investigated the
spatial autocorrelation in this variable using Moran’s index (Moran, 1948). Moran’s index
I makes it possible to evaluate if departments that are close tend to have a similar level

of regulated price, compared to others. It is computed as follows:

N Y wi(y —9)(y — )
—_ )2

I
So iy —v)

with N the total number of departments, y; the lowest regulated price in department
i; y the average price computed over all departments available, Sy = >2; 37, w; j, w;; is
the spatial weight between department i and j.

In this feature, we use as a spatial weight the distance between the center of the
department ¢ and the others. It makes it possible to weight the importance of other
departments according to their proximity to the department j. It also takes into account
the department size.?”

The Moran’s Index with this spatial weight is a measure of the auto-correlation be-
tween the distance between departments and the lowest regulated price of the depart-

ments. The value of the index is I = —0.00699, with a p-value equal to 0.365: it shows

27 An alternative measure would have take into account only the neighbouring departments of depart-
ment i but such a measure is limited. For instance, it does not account for the similarities between
non-neighbouring departments of the same region.
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Table B1: Instrument variations are not correlated to departmental characteristics

Lowest regulated price
in the department

Share of 75+ in the population (2015)

Interdecile ratio (2014)

Share of taxable households (2014)

Share of women among 75+ (2015)

Share of 75+ living alone (2014)

Share of 75+ living in nursing home (2014)

Poverty rate 75+ (2014)

Equipment rate in institutions - medical beds (2014)
Share of APA beneficiaries in the 60+ population (2005)
Left-wing departmental council (2015)

Constant

RQ

2.148
(17.39)
0.720
(0.928)
0.0371
(0.0818)
1.571
(32.49)
-0.0806
(0.189)
0.299
(0.384)
-0.0628
(0.187)
-0.00958
(0.0376)
0.0668
(0.226)
-0.270
(0.570)
15.28
(17.70)

0.087

Reading: An increase by one percentage point of the share of 75+ in the department is associated
with a non significant increase of the lowest regulated price in the department (by 2 percentage

points).

Notes: Standard errors in parentheses. * p < 0.10, ** p < 0.05, *** p < 0.01. Linear regres-
sion model among the 76 departments respondent to the SolvAPA survey and having regulated

providers.
Source: survey SolvAPA (DREES, 2015a).

that there is no spatial correlation between the lowest regulated price in the department

and the localisation of one department compared to another.

B.4 Exclusion of some departments with a low regulated price

We test the robustness of our results to the exclusion of a few departments having a
regulated price especially low (Table B2) and thus being slightly atypical when looking
at the distribution of departments (see Figure 1). In the first stages, F-tests are lower
when excluding the first or the two first departments with the lowest price. Results on
the second stage of the first part are consistent with our baseline results. On the second
stage of the second part, the positive coefficient gains statistical significant at the 10%

level. Overall, our results on the intensive margin of informal care are sensitive to the
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exclusion of departments and should then be interpreted cautiously.

Table B2: Sensitivity to the exclusion of department with low regulated price

First part Second part
(ALl (Informal care consumers)
1) (2) 3) 4)
Regression IV-Probit Regression IV-regression

In(FC) Pr(IC >0) In(FC|IC >0) In(IC|IC >0)

Exclusion of the department with the smallest price

Regulated price (log) -0.485%* -0.502*
(0.217) (0.262)
Log of total hours of formal care -1.089%*** 2.635%
(0.187) (1.542)
F-test 5.00 3.67
R? 0.26 0.27
Observations 2,636 2,636 1,489 1,489

Exclusion of the two departments with the smallest prices

Regulated price (log) -0.508%* -0.579%*
(0.246) (0.289)
Log of total hours of formal care -1.060%** 3.014*
(0.234) (1.593)
F-test 4.25 4.00
R? 0.26 0.27
Observations 2,619 2,619 1,481 1,481

Reading: A 1% increase of the regulated price in the department leads to an average decrease of
0.586% of formal care hours weekly consumed (first stage). An exogenous increase of one log-hour
of formal care consumed decreases the probability to receive informal care by 0.925 percentage
point (second stage). Among informal care consumers, a 1% increase of the regulated price in the
department leads to an average decrease of 0.621% of formal care hours weekly consumed (first
stage). Among consumers, an exogenous increase of one log-hour of formal care decreases the
volume of informal care consumed to by 1.527 log-hours but the effect is not significantly different
from zero (second stage). The second part of the Table is with the exclusion of all individuals
living in the department with the lowest regulated price, and the last part is excluding the two
department with the lowest price.

Notes: * p < 0.10, ** p < 0.05, *** p < 0.01. Standard errors in parentheses, clustered at the
departmental level. Individuals and departmental characteristics are controlled for. The regulated
price is the lowest regulated price available in the department. Models of Equations 3, 4, 5, 6.
Source: survey Capacités, aides et ressources des seniors (DREES, 2015b).
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Figure C1: Weekly volume of formal and informal care (in hours)

(a) Formal care distribution (b) Informal care distribution
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Notes: Distribution of the number of hour of care in our baseline sample and
among the formal care consumers.
Source: survey Capacités, aides et ressources des seniors (DREES, 2015b).

C Details on the sample
C.1 Distribution of formal and informal care variables

Distributions of the number of hours of care in our main sample and in the sub-sample
of informal care consumers (Figure C1) have a mass point in zero and a long right tail.
Using a logarithm transformation (Figures C2) both for informal and formal care makes

it possible to get closer to a normal distribution of our variables of interest.
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Figure C2: Weekly volume of formal and informal care (in log- hours)

(a) Formal care distribution (b) Informal care distribution
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Notes: Distribution of the number of log-hour of care in our baseline sample
and among the formal care consumers.
Source: survey Capacités, aides et ressources des seniors (DREES, 2015b).
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C.2 Exclusion of extreme values in the sample

We have tested whether our results are sensitive to the exclusion of extreme values in
the sample (Table C1). In our baseline results, the extreme values for formal care and
informal care consumption (beyond the 99 percentile) are excluded from the sample.?®
Without any exclusion, the coefficient of the second part of our model gains precision to
reach the 10% significance level. If the exclusion of outliers is extended to the extreme

9

5% values of informal care or formal care,? our baseline results are unchanged.

Table C1: Sensitivity tests on outliers exclusion

First part Second part
(All) (Informal care consumers)
& ®) 3) 4)
Regression IV-Probit Regression IV-regression
In(FC) Pr(IC >0) In(FC|IC >0) In(IC|IC >0)
No exclusion
Regulated price (log) -0.594%** -0.660%**
(0.220) (0.237)
Formal care hours (log) -0.852%* 1.768*
(0.349) (1.075)
F-test 7.33 - 7.79 -
R? 0.26 - 0.27 -
N 2,689 1,529
Exclusion of extreme 5% of formal consumers
Regulated price (log) -0.488%*** -0.492%**
(0.170) (0.181)
Formal care hours (log) -1.107%** 1.822
(0.313) (1.287)
F-test 8.20 - 7.36 -
R? 0.25 - 0.26 -
N 2,453 1,332

Reading: Using our sample without exclusion of outliers on formal and informal care consumption,
A 1% increase of the regulated price in the department leads to an average decrease of 0.594% of
formal care hours weekly consumed (first stage). An exogenous increase of one log-hour of formal
care consumed decreases the probability to receive informal care by 0.852 percentage point (second
stage). Among informal care consumers, a 1% increase of the regulated price in the department
leads to an average decrease of 0.660% of formal care hours weekly consumed (first stage). Among
consumers, an exogenous increase of one log-hour of formal care decreases the volume of informal
care consumed to by 1.768 log-hours but the effect is not significantly different from zero (second
stage). The second part is with the exclusion of the 5% extreme distribution of formal and informal
care.

Notes: * p < 0.10, ** p < 0.05, *** p < 0.01. Standard errors in parentheses, clustered at the
departmental level. Individuals and departmental characteristics are controlled for. The regulated
price is the lowest regulated price available in the department. Models of Equations 3, 4, 5, 6.
Source: survey Capacités, aides et ressources des seniors (DREES, 2015b).

28Corresponding to more than 167 informal hours per week or more than 70 formal hours per week.
29Corresponding to more than 24 informal hours per week or more than 84 formal hours per week.
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C.3 Determinants of formal care consumption

This work concentrate on elderly consuming formal care. Table C2 presents the determi-
nants of formal care consumption, on all individuals surveyed in CARE (Column 1) and,
among them, on individuals whose department has responded to the SolvAPA survey
(Column 2). This last column makes it possible to include our instrument in the deter-
minants. These estimations show that the probability to consume formal care is higher
for women, living-alone individuals, APA beneficiaries and low-income individuals.?® The
probability to consume formal care is increasing with age and the disability level, and
is decreasing with the number of children. Moreover, the lowest regulated price in the
department is not correlated with formal care use at the extensive margin: there is no

direct link between our instrument and the selection of formal care users.

30This effect of income has already been observed on French data (Roquebert et al., 2018). It could
reflect two mechanisms. First, richer individuals do not apply to the APA program financing home
care since the expected value of the subsidy is lower for them (Arrighi et al., 2015). Second, even when
controlling for the disability status, income could be associated to unobserved dimensions of health: then,
low income would reflect higher needs for care.
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Table C2: Explaining formal care use

Consumes formal care

(1) (2)

Woman 0.448%**  (0.445%**
(0.0410)  (0.0446)

60 < age < 75 -0.634%F*F  _0.626***
(0.0404) (0.0449)

Ref: 75 < age < 90

Age > 90 0.159%**  (0.144%*
(0.0592) (0.0632)

Lives alone 0.385%**  (0.387***
(0.0398) (0.0432)

Disability group 1 -0.107 -0.135
(0.176)  (0.193)

Disability group 2 0.0217 -0.0551

(0.0850) (0.0938)
Ref: disability group 3

Disability group 4 -0.217FFF  _0.265%**
(0.0801)  (0.0885)

Disability group 5 -0.5214F%  _(0.564%**
(0.0923)  (0.101)

Disability group 6 -1.188%HF  _1.249%**

(0.0844)  (0.0925)

APA beneficiary 1.197*F%*  1.185%**
(0.0793)  (0.0855)

Has the baccalauréat 0.121%**  (.122%**
(0.0417) (0.0447)

Number of children -0.0241*** -0.0229**
(0.00921)  (0.00995)

Income < €10,000 0.141%%F  (.144%***
(0.0511)  (0.0538)

Income: €10,000 - €15,000 0.137%FFF  0.146***
(0.0480)  (0.0524)

Income: €15,000 - €20,000

Income > €20,000 0.0786 0.0837
(0.0515)  (0.0560)

Tenant 0.00649 -0.0173
(0.0343)  (0.0352)

Regulated price (log) 0.167
(0.287)

Observations 10,290 8,882

Reading: Ceteris paribus, a woman has a higher probability
of receiving formal care; while being in low disability group
decreases this probability.
Notes: * p < 0.10, ** p < 0.05, *** p < 0.01. Standard er-
rors in parentheses. Estimation of Probit models among (1)
10,920 individuals surveyed by the CARE survey ; (2) among
them, 8,882 whose department has responded to the survey
SolvAPA.
Source: survey Capacités, aides et ressources des seniors
(DREES, 2015b).
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D Details on the institutional context

Since 2002, disabled elderly have been entitled to benefit from a specific program: the
personalized allowance for autonomy (Allocation personnalisée d’autonomie, APA). This
program aims at financing formal care consumption for the disabled elderly. This is
a central, national program, which is implemented at the local level by departmental
councils.

To be eligible, an individual aged 60 or more has to apply to the program and to
be assessed as disabled. She receives at home a visit from a medico-social team from
the Departmental council in charge of establishing her disability level, using the French
administrative scale AGGIR (Grille autonomie, gérontologie, groupe iso ressource). This
scale aims at assigning individuals to one of the six disability levels of the scale, from GIR
1 (severely disabled) to GIR 6 (independent). Table D1 summarizes the classification and
the disabilities associated to each group. All individuals in the same group are supposed
to require the same amount of resources to cope with their activity limitations. Thus,
each group is assumed to be homogeneous in long term care needs. Only individuals in
GIR 1 to 4 are eligible to the APA.

When an individual is eligible, the team estimates the number of care hours she needs
to perform the activities of daily living, referred to as a “care plan' (plan d’aide). The
monetary equivalent of this care plan must not exceed a given GIR-specific ceiling estab-
lished at the national level. The APA beneficiary is then free to consume the number
of care hours she wants. For each hour under the care plan volume, the hourly price
will be reduced by the APA subsidy, which is a decreasing function of income through a
copayment rate.

The 2016 reform has extended the generosity of the program through two ways. First,
it has modified the computation rule of the copayment rate. It now depends on the
income and on the disability level, and, compared with the pre-reform scheme, it makes
the policy more generous especially for low-income and/or severely-disabled individuals.
Second, it has increased the level of the national GIR-specific ceiling established at the
national level, such that care plan volumes in the post-reform scheme are likely to be

higher.
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Table D1: Definition of each disability level (AGGIR scale)

GIR 1 invalid individuals (bedridden persons) with important cognitive
troubles, who need to be constantly taken care of

GIR 2 are invalid but have their cognitive functions less deteriorated than
elderly in GIR 1, or are not invalid but have important cognitive
troubles

GIR 3 individuals need every-day help for personal care but they do not
have any important mental troubles

GIR 4 individuals who need some help, either for getting out of bed, or
for meal preparation, dressing or undressing

GIR 5 individuals who punctually need help for activities of daily living,
but not on a regular basis

GIR 6 no daily activity limitations
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E Robustness checks

E.1 Reduced form and naive analysis

Table E1: Naive analysis

First part Second part
(All) (Informal care consumers)
Probit Regression
PT(h[C,i > 0) ln(hjc,i|h10,i > 0)
Formal care 0.0036 0.0135
(0.0109) (0.0353)
N 2,648 1,498

Reading: An increase by one log-hour of formal care non significantly
increases the probability to consume informal care by 0.0036 percentage
point. An increase by one percent of formal care increase non significantly
the level of informal care use by 0.0135 percent among informal care con-
sumers.

Notes: Standard errors in parentheses, clustered at the departmental level.
*p <0.10, ** p < 0.05, *** p < 0.01. The log-number of formal care hours
is instrumented by the lowest regulated price in the department. Individ-
ual and departmental characteristics are controlled for. Column (1) is the
Probit regression of formal care on informal care. Column (2) is the OLS
regression of formal care on informal care among informal care users.
Source: survey Capacités, aides et ressources des seniors (DREES,

2015b).
Table E2: Reduced form
First part Second part
(AD) (Informal care consumers)
Probit Regression
P'f’(h[(j,i > 0) l’n(h](;,i hIC,i > 0)
Regulated price (log) 0.291* -0.948*
(0.153) (0.518)
N 2,648 1,498

Reading: An increase by one of log-regulated price increase the probability to consume
informal care by 0.291 percentage point, significant at the 10% level. An increase by
one percent of the regulated price decrease the level of informal care use by 0.948 per-
cent among informal care consumers, significant at the 10% level.

Notes: Standard errors in parentheses, clustered at the departmental level. * p < 0.10,
** p < 0.05, *** p < 0.01. The log-number of formal care hours is instrumented by the
lowest regulated price in the department. Individual and departmental characteristics
are controlled for. Column (1) is the Probit regression of regulated price on the proba-
bility to consume informal care. Column (2) is the OLS regression of the informal care
hours on the log-regulated price among informal care users.

Source: survey Capacités, aides et ressources des seniors (DREES, 2015b).
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E.2 Models for weak instruments

Our instrument, while being the most relevant we have been able to find, is correlated to
the consumption of formal care users but not strongly enough to avoid the weak instrument
issue. The first issue with a weak instrument is the precision: a weak correlation between
the instrument and the independent variable of interest might substantially lower the
precision of the estimations. The second issue lies in the bias that it might create with
limited sample size. This is a major concern here given the relatively low number of
observations in our sample. Our F-test is above the critical values defined by Stock and
Yogo (2005) for 15% maximal IV size bias but is not able to reach the 10% level.*!

In this section, we provide tests and confidence intervals robust to weak instrument.
Following the guidelines proposed by Cameron and Trivedi (2009), we use the confidence
interval based on the conditional likelihood-ratio (CLR) statistic, proposed by Moreira
(2003).32

The intuition is the following. In the presence of a weak instrument, the normal
approximation of the t-statistic used for the construction of the confidence interval poorly
performs. Moreira (2003) proposes a procedure for testing the hypothesis Hy : 8 =
with weak instruments. This test is based on critical values that are functions of the
data. A confidence region for the parameter robust to weak instruments can then be
constructed by inverting the test (Mikusheva, 2010).

The robust confidence interval obtained is only comparable to a confidence interval
with a classical [V-estimation: we thus first estimate a [V-regression for the first part
(probability to consume informal care) and the second part of our two part model (vol-
ume of informal care for consumers). For these two parts, we additionally provide the
confidence interval constructed with the CLR test. The comparison of IV-regression mod-
els and confidence intervals obtained with the CLR gives an insight of the importance of
the bias due to the weakness of the instrument. These results, however, can not be directly
compared to our baseline results, since clusters can not be included.

According to Table E3, for the first part of our model, both the 2SLS estimation and
the CLR confidence interval make it possible to conclude that an increase in formal care
has a significant and negative effect on the probability to consume informal care. Results
on the second part of the model are more ambiguous: while the confidence interval ob-
tained with the 2SLS estimation includes zero, it is not the case for the CLR confidence
interval. With the CLR approach, an increase in formal care use is found to have a signif-

icant and positive effect on informal care use at the intensive margin. Our interpretation

31'We use the thresholds provided in the Stata command ivreg2: 16.38 for a 10% maximal IV size, 8.96
for a 15% maximal IV size, 6.66 for a 20% maximal IV size and 5.53 for a 25% maximal IV size.
32We use the stata command CONDIVREG.
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of results at the intensive margin of informal care thus needs to be particularly cautious,
since the bias induced by the weakness of our instrument seems to impact our baseline

results.

Table E3: Confidence intervals robust to weak instruments

All Informal care consumers
(1) (2)

Dependent variable — Pr(IC > 0) In(IC|IC > 0)

2SLS [-0.945 ; -0.034] [-0.185 ; 3.239]

CLR [-1.379, -0.132] [0.269 ; 7.366]

N 2,648 1,498

Reading: Estimations of IV two stage least squares model with standard confidence
intervals (“2SLS”) or conditional confidence interval from conditional likelihood ratio
(“CRL").

Notes: Individual and departmental characteristics are controlled for.

Source: survey Capacités, aides et ressources des seniors (DREES, 2015b).
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E.3 Placebo test using larger areas

The relevance of our instrument relies on the hypothesis that the price set at departmental
level has an impact on the use of formal care. We consider the departmental level, where
the APA program is implemented and the home care sector is regulated.

To test that the department is the relevant geographical/political level to consider,
we have conducted a Placebo test where we consider the lowest regulated price of the
region® rather than the department. Table E4 shows that there is no correlation between

this regional price and the consumption of formal care.

Table E4: Impact of the lowest regional regulated price on formal care use

All Among consumers

Dependent variable: Formal care hours (log)
Regulated price (log) -.011 -.00113

(0.0094) (0.014)
R? 0.26 0.27
F-test 1.37 0.01
Individual controls Yes Yes
Departmental controls Yes Yes
Clusters 22 22
N 2,648 1,498

Reading: The lowest regulated price of the region does not significantly affect the
probability to consume formal care. Among the formal care consumers, it does not
significantly change the number of hour of consumption.

Notes: * p < 0.10, ** p < 0.05, *** p < 0.01. Standard errors in parentheses, clustered
at the regional level. Individuals and departmental characteristics are controlled for.
The regulated price is the lowest regulated price available in the region. Models of
Equations 3, and 5.

Source: survey Capacités, aides et ressources des seniors (DREES, 2015b).

33The 96 metropolitan French departments were grouped in 22 regions until 2018.
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E.4 Estimation with alternative definition of informal care

The variable we use is built on the individual’s declaration: someone who receive informal
care has declared informal caregivers and have been able to quantify the volume of care
they provide. Such a definition is restrictive: for some informal caregivers, the individual is
not able to quantify the care they provide and thus are not taken into account. They could
be called “missed caregivers”. For three quarters of elderly individuals in our sample, there
is no missed caregivers. 9% have both quantified and non-quantified informal caregivers:
thus, they are identified as care recipient but some part of the informal care volume is
missed. Finally, 17.5% of the sample is not identified as receiving informal care while they
have missed caregivers. This is problematic for the first part of our model.

Table E5 presents the determinants of having at least one missed caregiver. Younger
and living-alone individuals have a lower probability to be unable to quantify the volume
provided by one caregiver. Surprisingly, the disability status has a non-linear effect: the
most severely-disabled individuals (disability group 1/2) and those with a low disability
level (disability groups 5/6) have a significantly lower probability to have at least one
missed caregiver.

In this Appendix, we thus consider an alternative definition of informal care reception:
individuals receive informal care if they declared a caregiver — whatever the declaration
on the volume. We estimate the first part of our two-part model with this alternative
definition (Table E6). Results are consistent with our baseline results: increasing the
formal care volume decreases the probability that individuals receive informal care, with

a similar magnitude of the coefficient.
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Table E5: Probability to have at least one missed caregiver

Has at least

one missed caregiver

Woman 0.00249
(0.0679)
60 < age < 75 -0.142*
(0.0780)
Ref: 75 < age < 90 ref.
Age > 90 -0.00650
(0.0683)
Lives alone -0.202%**
(0.0658)
Disability group 1 -0.394**
(0.186)
Disability group 2 -0.167*
(0.0973)
Ref: disability group 3 ref.
Disability group 4 -0.215%F*
(0.0826)
Disability group 5 -0.319%**
(0.101)
Disability group 6 -0.383%**
(0.0951)
APA beneficiary -0.0330
(0.0575)
Has the baccalauréat -0.0347
(0.0856)
Number of children 0.0703%**
(0.0151)
Income < €10,000 0.0836
(0.0808)
Income: €10,000 - €15,000 -0.00218
(0.0761)
Income: €15,000 - €20,000 ref.
Income > €20,000 -0.0690
(0.0825)
Tenant -0.0720
(0.0615)
Observations 2648

Reading: The probability of having at least one missed care-
giver is significantly lower for individuals living alone, with a
very high or very low disability level.

Notes: * p < 0.10, ** p < 0.05, *** p < 0.01. Standard errors
in parentheses. Estimation of a Probit model.

Source: Capacités, aides et ressources des seniors (DREES,
2015b).

46



Table E6: Alternative definition of informal care use

Probability to receive some
informal care

Formal care hours (log) -0.586+*
(0.214)
N 2,648

Reading: An exogenous increase by 1% of formal care volume leads to a
significant decrease of the probability to declare receiving informal care by
0.586 percentage point. In this model, those who declare receiving infor-
mal care but cannot quantify it are included.

Notes: * p < 0.10, ** p < 0.05, *** p < 0.01. Standard errors in parenthe-
ses. Estimations of an IV Probit model where the log-number of formal
care hours is instrumented by the lowest regulated price in the department.
Individual and departmental characteristics are controlled for.

Source: survey Capacités, aides et ressources des seniors (DREES,
2015b).
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