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A Research on the Moral Hazard Formation Mechanism of

Long-term Care Insurance

——A case study of Shanghai

CHEN Yi-nan

(School of Political Science and Public Administration, East China University of Political Science and Law,

Shanghai 201620, China)

Abstract ; With the characteristics of long service cycle and multiple subjects and the liability to pose moral hazard,

long-term care insurance has a profound impact on the sustainability of the system. According to the information

distribution between the subjects of LTCI and the principal-agent relationship, moral hazard can be divided into the

moral hazard of the insured and the induced demand of service organization. In the case of the pilot operation of the

long-term care insurance system in Shanghai, the evaluation agency is taken into consideration and the supplier’ s

moral hazard is further divided into direct induced demand and indirect induced demand. Having analyzing the for-

mation mechanism of different types of moral hazard, the paper points out that the indirect induced demand of serv-

ice organization and the demand-side moral hazard are the main types of moral hazard in the pilot. Finally, it is be-

lieved that returning to the insurance attribute of the system, implementing independent third-party evaluation, and

improving the management of service trades would help to defuse moral hazard.

Key words : moral hazard; induced demand; principal-agent relationship
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