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Using administrative data of the public long-term care insurance (LTCI) in
Japan, we document novel discontinuity and bunching in the distribution of health scores that
determine benefit levels for LTCI. The distribution suggests that LTCI recipients tend to receive
more generous benefits than they should because medical examiners manipulate recipients’ health
score. Our bunching estimation indicates that the manipulation increases monthly long-term care
(LTC) expenditures by 5.7% on average. We also find that the vertical integration of examiners into
LTC providers have little effects on manipulation, indicating that intrinsic psychological factors
are more important than economic factors in the manipulation.
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