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Abstract

As an important supplement to public elderly institutions, private elderly institutions are of great
significance to the improvement of China’s elderly service system. Based on the framework of
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economic principal-agent and game theory, this paper studies the incentive mechanism for social
capital to participate in the financing of private aged-care institutions and the constraint mechan-
ism for the sustainability of the public welfare of private aged-care institutions from the perspec-
tive of the public welfare of aged-care services and the profit-seeking nature of social capital. The
incentive model shows that the stronger the investment ability of social capital, the more the gov-
ernment should give more benefit shares to motivate it to invest more; at the same time, the
greater the investment cost of social. At the same time, the higher the investment cost and the
stronger the risk-averse attitude of social capital, the weaker its ability to invest, and in this case,
even if it is given a higher degree of incentive, it is difficult to promote its investment. The con-
straint model suggests that when government investment is insufficient, private elderly care in-
stitutions will have to choose to operate for profit in order to generate additional revenue to
maintain normal operations. At the same time, the government authorities’ supervision of private
aged-care institutions is limited by the cost of supervision, resulting in a lack of government su-
pervision and a lack of target constraints on private aged-care institutions.
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Figure 1. Analysis framework
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Table 1. Game matrix between government and private aged care institutions
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