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Optimal demand for long-term care commercial insurance in Taiwan:
theoretical and empirical analysis

Abstract

This paper explores the reasons from demand side why the long-term care commercial insurance
market was sluggish in Taiwan. Based on literature review of the demand side, there are at least four major
obstacles---cognitive bias, affordability, moral hazard, and crowding-out effect. From empirical analysis,
this paper concludes that in Taiwan the major obstacles are affordability, lack of knowledge about the risks
of long-term care, and misinformation about LTC policy. Two aspects of suggestions can be derived from
this study: (1) Public education on the recognition of long-term care risk should be promoted; (2) Products
that cover benefits meeting different preferences of consumers should be developed.

Keywords: risk pooling, long-term care commercial insurance, cognitive bias
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Abstract

_This paper explores the reasons why the long-term care commercial market was sluggish in Taiwan,
while it has been steadily developed in the United States. Major findings include that commercial policies
must meet the need of consumers; appropriate provision on product information help public recognition of
the demand for long-term care; the relevant regulations have been provided by U.S. government; the great
effort of supervisory authorities have improved public confidence in private insurance companies. Three
aspects of suggestions can be derived from this study: (1) The model act that regulates the minimum
standard of functional disability needmg long-term care should be drafted; (2) Public education on the
recognition of long-term care risk should be promoted; (3) Products that cover benefits meeting different

preferences of consumers should be developed.
Keywords:  risk pooling, long-term care commercial insurance, model act provision
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