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Title Empirical Study on the Moral Hazard and Adverse Selection in
Medical Insurance Market

Chen Fen  Luo Shuai
(Hunan University Collage of Finance and Statistics, Changsha / Hunan, 410006)

Abstract: The moral hazard and adverse selection in insurance market have been the focus of the
theory and practice. Utilizing data from China Health and Retirement Longitudinal Study, this paper
analyzes the moral hazard and adverse selection in China’s Medical Insurance by using coverage--risk
correlation test. The results indicate the existence of moral hazard and propitious selection, but not
adverse selection. The earlier coverage selection is positively related to later risk, at the same time, the
earlier risk is negatively related to later coverage selection; The results of moral hazard (the coverage is
positively related to risk) and propitious selection (the coverage is negatively related to risk) offset each
other, therefore the result of traditional asymmetry information(the correlation between coverage and
risk in data of the same period) test is not significant.

Keywords: Moral hazard; Adverse selection; Propitious selection; coverage--risk correlation test;
Medical insurance
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