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Can the Price Formation of the Advance Aged Care Service
Institutions Improve Social Welfare? Analysis
of Hotelling Dynamic Game Model
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Abstract: Old people living in the advance aged care service institutions are the retirement pension
group whose pension and savings are sufficient to cover the charges of the advance aged care service
institutions. As the elderly group continues to grow, the market is “in short supply” and there is a
monopoly phenomenon. The elderly are in the relatively disadvantaged position. In order to make the
market healthy and protect the basic rights of the elderly, it is necessary to study its pricing mechanism
and social welfare. This paper takes advance aged care service institutions of the duopoly as the research
object, establishes two Hotelling dynamic game models, compares the pricing mechanism and social
welfare of the elderly when they buy “free deposit” insurance and “wholesaling deposit” insurance,

finds that no matter how the elderly choose to stay, the aged care service institutions can obtain excess
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profits, and when the elderly buy the “free deposit” insurance, the profit of the old-age institutions, the

welfare of the elderly and the social welfare have increased significantly.
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mechanism; social welfare
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Fig.1 Social welfare analysis of purchasing "deposit-free'" insurance
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Tab.1 Numerical analysis table of variables in “Buying Deposit-free Insurance Accommodation”

C C, Py; S, Pk TPS, TCS, W,
8.48 4.21 10.97 4.30 5.59 0.25 3.29 3.55
6.09 4.35 10.26 3.60 5.31 0.64 4.76 5.40
4.37 4.55 9.83 3.16 5.19 0.96 5.77 6.74
7.68 5.21 11.37 4.70 6.29 0.72 3.95 4.67
8.64 5.31 11.75 5.09 6.53 0.64 3.38 4.02
4.60 5.35 10.43 3.76 5.89 1.15 5.78 6.93
9.67 5.61 12.30 5.63 6.96 0.64 2.79 343
8.83 5.92 12.22 5.55 7.07 0.83 3.36 4.19
4.93 6.32 11.19 4.52 6.76 1.36 5.76 7.11
8.94 6.33 12.53 5.87 7.43 0.95 3.36 4.32
4.20 6.46 11.04 4.37 6.75 1.48 6.19 7.66
7.80 6.51 12.27 5.61 7.39 1.11 4.09 5.20
7.23 6.94 12.37 5.71 7.66 1.28 451 5.80
8.02 7.22 12.82 6.15 8.02 1.30 4.08 5.38
9.28 7.24 13.25 6.59 8.25 1.21 3.30 4.51
4.57 7.40 11.79 5.13 7.60 1.63 6.13 7.77
4.43 7.63 11.90 5.23 7.76 1.69 6.26 7.94
7.83 7.72 13.09 6.42 8.40 1.44 4.28 5.72
6.10 7.83 12.58 5.92 8.21 1.59 5.33 6.92
4.99 8.06 12.37 5.70 8.21 1.72 6.01 7.73
8.17 8.34 13.62 6.95 8.98 1.57 4.18 5.75
5.36 8.82 13.00 6.33 8.91 1.83 5.92 7.75
7.96 8.84 13.88 7.21 9.36 1.70 4.39 6.08
6.97 8.98 13.65 6.98 9.31 1.77 5.01 6.77
9.30 9.09 14.49 7.83 9.79 1.71 3.60 5.31
7.06 9.10 13.75 7.08 9.42 1.79 4.97 6.76
9.18 9.14 14.48 7.82 9.81 1.72 3.68 5.40
9.16 9.31 14.59 7.93 9.95 1.76 3.73 5.49
6.76 9.62 14.00 7.33 9.81 1.89 5.24 7.13

5.89 9.74 13.79 7.12 9.76 1.94 5.77 7.71
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