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Designing a strategy for Adverse
Selection Risks Management & Moral
hazard of Medical Insurance in

Insurance Companies

(Case study in the Egyptian market — Misr

Insurance Company)

Abstract

Moral hazard exists in all insurance phases as of issuance
until compensation assessment and payment of claims. Hazards
may occur as a result of the sole liability of the insured person or
by the assistance of other parties from the company or from
outside. Moral hazard has negative effects on the company in
different forms such as the rise in loss rate that a company shall
bear which reached more than (15%) out of the gross loss in
some countries and this indeed affects profits and returns,
Insurance services in local market as well as the quality of
customer services. The researcher herein deals with detecting
moral hazard and identifying different forms of fraud in insurance

market, then measuring moral hazard and identifying its causes.
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The researcher relies on different statistical techniques to test
hypotheses such as Multiple Regression Analysis — Stepwise,
Factor Analysis and Man Whitney Test. The researcher has been
able to design a proposed system to moral hazard in insurance
companies that can cover all insurances phases an its parties and
identify the mechanisms for confronting fraud in insurance markets

especially in medical insurance and motor insurance branches .

Keywords: Moral hazard — Adverse Selection — Fraud -

Insurance Market— Medical Insurance
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Algie dgan 3 i ¢ Uadl]
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(2) Jds
3 hal) Gl g8 B jiludl) Jana
(%) Goud Busia | (%) Cpalill paa d5d | sy

67.4 78.6 2010/2009

58.5 73 2011/2010

63.1 67.5 2012/2011

104.2 144.2 2013/2012

86.1 126.2 2014/2013

79.4 98.2 2015/2014

75.7 88.9 2016/2015

73.1 89.8 2017/2016

85.2 140.4 2018/2017

72.2 83.3 2019/2018

76.5 99 Lo glal)

(3) Jsaa
S gpaa) cpalil) (5o b alal) cualil) g5 A Jlally (iR jilud
(ke ) Juia¥) g Gl Hlud | deghaal) cildlaall laa) e
(4 st (ks sl ) Al
31982.52 266521 2010/2009
38778.84 323157 2011/2010
44046.36 367053 2012/2011
76887.6 640730 2013/2012
79968.84 666407 2014/2013
93549.72 779581 2015/2014
113445.12 945376 2016/2015
159285.96 1327383 2017/2016
238512 1987600 2018/2017

260558.4 2171320 2019/2018
113701.5 947512.8 o gial)

L Aaie el ¢ jamn o Bl AlE 0 Aalal) Riggd ¢ gl lean) S
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(4) Jsx>

Omalill juaa 45)8 A el el £ 8 B JLia¥ly Giad) jilud

(e ) Juia¥) g i) Al | Ao ghadd) cldUaal) laa) e
(4 gl ) (4 Gl ) P

15801.6 131680 2010/2009
17201.88 143349 2011/2010
20476.92 170641 2012/2011
43182.72 359856 2013/2012
38230.8 318590 2014/2013
50305.32 419211 2015/2014
51698.4 430820 2016/2015
56190.72 468256 2017/2016
95892.12 799101 2018/2017
64434.36 536953 2019/2018
45341.5 377845.7 o gial)

12 Gy gpaal) Goudl 3 ) Galill g58 & JliaVly (il il ol 2
aany didy @lly o Jsanll Lgnaal clldy degiaal aliladl sl (%
Ol sy Aualall bl (e Aileia¥) S5 g5l 138 8 Jlaalls Giall Jl
csallalls apad) el 8 gy gyl Ll

CYaze Gn Aflaa) AV Gl ABle aag Ja Ajray Gl (a8 laals
Ay gpaall Cualill 3w & ol Gaelill 53 geimall jhadll aan 5ylual)
el B b ) cpalil) g i 3 Jlialy (i) jiledld Liay comelill jeas
Maan-Whitney ,Lidl alasiu) BA (e @by (uelill jums 48555 (5 yeadll
@A sy LAY aadiigs Al dflasl) @llos¥l (e g4y (Test
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Ol Goms Opelill peme 3500 aliie Gite Jaugie Gp Bludl) EY e
(: 2019-2009) 4ol syl Pla
t AU il e dglanyl gl delua g

el Gualil) B ladl) Jara G gsina (58 dag V) Qasdll Jlad)e
JSS (3 gually (aalill juma A4

(5) @ dss

Descriptive Statistics hall Gualil) 8 jludll c¥aedd Liagl) cililasy)

N Mean Std.Deviation Minimum Maximum
VARO00008 20 87.7500 24.18285 58.5 144.2
VARO00009 20 1.5000 0.51299 1.00 2.00

e 3850l el 5Ll Jaes awssie o Goladl Jaadl e Jaadls

%24 s)as Cihails % 87.7 s JSS (3sually cpulill

(6) s Jdo

s Ola JLEAY) dlaa) oo ailily

VAR00008
Mann-Whitney U 23.000
Wilcoxon W 78.000
Z -2.041
Asymp.Sig.(2-tailed) 0.041
Exact Sig. [2*(1-tailed Sig.)] 0.043°
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DL Ay ginall (ggisal Ay punal) el Glua 5 4l Gl Jpaal) (e Jaadls
0.05 Lsixall ssise (o Jil dagdll o205 Asymp.Sig.(2-tailed) =0.041
Jase (e (b a4l B Gl Jmjdl iy anad) il iy Ml
LSS saall 5 cpalill e 38580 ol il 3 il
Opalill B JLia¥ly (il Sl o gsine 38 g 1Y) Gl Ldd)e
graal palill (§oady Cpalill juas 4,40 )
(7) & Joa

Descriptive Statistics all Gualil) 8 jludl) c¥aedd Ldagl) cililaay)

N Mean Std.Deviation Minimum Maximum
VAR00010 20 79521.5 68083.21 15801.6 260558.4
VAR00002 20 1.5000 0.51299 1.00 2.00

Sy ahall el 8 JliaVly il jiled Jasgie of Gilad) Jsaad) (e Jaadls

s 68083.21 (gHlme Calaily 45a 79521.5 54 JSS Gsully Gaalill jiae

(8)pd Jsa

s Ola JLEAY) dlaa) oo ailily

VAR00010
Mann-Whitney U 21.000
Wilcoxon W 76.000
Z -2.192
Asymp.Sig.(2-tailed) 0.028
Exact Sig. [2*(1-tailed Sig.)] 0.029°
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0.029 cualy HLas 4y giaal) (ggisal Ay gunal) dail) (o Galad) Jpanl) (e Jaadls
Slad o 3 aag Al BB Jaadl G pdl) iy casall il by s ¢

cgpaall Gaelll Gl Cualill jiae 4S50 ol el 8 Jlia¥)y il

g Al cllaly Lilaal) Dbl @il )l Caal) -

Gaall Al g Al yall painna

Ol oy Galalal) adinal Glasias) A8 st &5 Canl) Cilaal Biias JlaSin
255 aaase illlls (gpanll Goudls driali dssie HSIS Cpalill jea 3850 L)
Ohiin Asle Gl PIA ey Aarall flplall duall Gl aladinlyy Cilisa
Lig SN 4l 160 22 gy S5 33ie 153 5a5 Ll aas 30ad 3 (0 gassal

Sy B Ao 85 %90 daudy 142 a50)l) 2xe IS,

: Obta) daild daa) ye

o)) iy e L) 1Y

Js> sy ¢1 &5 Caatidl e lome Gpb e oY) Gaa e Giadll
goasal oY) Lawling Baaa il &1yl Joaeilly Cadally @llyg Aalanl) oy

Al

LAY 0 e o Cua ol HLEaY Lo S Wl Jalae laal aladind a5
Jalee o LS 0.95 ¢0.84 (o Lo canglyn a8 AN slaall W Jalaw 4 ol
Gaall wiat chlall o G 0.94) deas JSS Sl (g o Gaall
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Qs ehaly Y Gl aen B lede Slie¥) cfa ey el

(9) Jya

£ g8 Wl Jalaa L)

Case Processing Summary

N %

Cases Valid 142 100.0
Excluded® 0 .0

Total 142 100.0

a. List wise deletion based on all variables in the procedures

Reliability Statistics

Cronbach’s Alpha

N of Items

.848

7

Reliability Statistics

Cronbach’s Alpha

N of Items

.830

4

Reliability Statistics

Cronbach’s Alpha

N of Items

.948

14
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:ds¥) Gl L)

alsyd o JlhaYly giadl g Adlial o A cfpiiall gsina il aag

e}

-

X1 Jaenll 4Ll culdUaal) ae 3045 @

cAY) Gleadll adie (550 Al dedd aaie e gl e jhal) e

X2

X3 sl adays Adlaal) ¢lgd) Aoy dladl @
X4 Eaalall Eigan sy Aafigl) ) 5oyl Gule duzaiiadl 55l o
X5aal Gasall Cpalil) GlSH0 3 i) jusall e
X6 dald) cfidl) DA Jreall dasnca yi2 Glllas 35as @

XTdsall Glaadll adda (je dyliaie Gladld dsay @

sadle OS5 apally saxial) Jhall sV Jilad alasial o il s LAY,

Model Summary

Model R R square | Adjusted R Square | Std. Error of the Estimate
1 .918° .842 .829 310
Anova®
Model Sum of df Mean F Sig
1 Regression 66.828 7 6.075 63.204 .000°
Residual 12.496 130 0.096
Total 79.324 141
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Coefficients @

Model Unstandardized Standardized T Sig.
B Std.Error Beta

7 -.779- 243 -3.211- .002
X1 415 .052 404 7.974 .000

X2 .003 .045 .003 .074 .941

X3 -.016- .036 -.022- -.437- .663

X4 .078 .038 .098 2.020 .045

X5 .347 .051 .333 6.801 .000

X6 .035 .045 .040 771 442

X7 112 .039 129 2.895 .004

L (R square) (84.2 %)xasill Jalae dad culy HLodY) il ey @

G gana 4 i ) oyl (S ) Laid) B S ) o e Jy
(84.2% Yoy SSH ALl Al il icial

cm 4 Lﬁic 5 Y%sthdl goiwall (e dﬁi LﬁicOOOOdJ\aﬁ F iisma dad
Op A dlin Gad asly B axell (i by S5 Las ¢ gadl) Al b
% 95 4 sy llyy KK Al riall A sanas il

B,V SISy Al Chrially Lalall 4ysuaall t dad; Beta dad ) gl
Sle il @iy ¢ lilian) Gy cilyite (4) @l of maiy t Ay e Al
tsps opelll GlSHE e JlaaVly il asas dllaal

il JaA

Jranll Aalid) cldUaall 2ae 3045 X1

Eaalall Eigan oy Aahsl laal Fyl e duaiiall 35l X4
Leaal Geall Cpalil) UlSHE & paiase s X5

Laall Gladl) adia (e dpjliaie Lokl 35y X7
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Al ) clsiall Y1 sl molil) cyell (Stepwise )ala alasiulyy

Variables Entered / Removed

Model Variables | Variables Method
1 X1 - Stepwise (Criteria: Probability-of-
2 X5 -
3 X7 _ F-to-enter <= .050, Probability-of-
4 X4 - F-to-remove >=.100).

Model Summary

Model R Rsquare | Adjusted R Square | Std. Error of the Estimate
1 8157 664 662 436
2 883° 781 777 354
3 9089 825 819 319
4 912° 832 826 313

Coefficients @

Model Unstandardized Standardized T Sig.
B Std.Error Beta
4 -.704- 212 -3.316- .001
X1 419 .052 407 8.041 .000
X5 .368 .049 .353 7.465 .000
X7 .105 .034 .120 3.109 .002
Xa .075 .031 .094 2.413 .017
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;AN Gl s

el iyl o Jlia¥ly (fal) aaa o A0Y) clpitiall gsina 50 22

X1 costhaal) Jandl) e cilagiad slac) 8 Zallually jmadl) bl o

goasal 38N Gandll (g HUadVl Jedy QLESY) clsha 4 Jalull e
X2 hall

O Gl 4 (@hle - clidiae dgll) dedll adie dillu e
X3l a5ms Ala b dibidl) Ciliagaill

Slo S s eMaall pe bl alaly Bysadll Sleay cplelell alaial e
X4 daall Hslis hadll dae 5

@ilsy apailly asmial)l il plaad¥) Julad aladia) o3 Gandl \LEAY

Pl Las mailidl)
Model Summary
Model R R square | Adjusted R Square | Std. Error of the Estimate
1 .922° .849 .840 .302
Anova®
Model Sum of df Mean F Sig
1 Regression 68.625 4 8.578 93.791 .000°
Residual 12.164 133 0.91
Total 80.789 141
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Coefficients @

Model Unstandardized Standardized T Sig.

B Std.Error Beta
4 -.597- .204 -2.928- .004
X21 .044 .031 .050 1.424 .157
X22 .236 .039 .258 6.085 .000
X23 .077 .039 .097 2.022 .043
X24 .059 .030 .077 1.963 .050

(R square) ( 84.9 % )uaaill Jalae dad caaly HLoa¥) xil5 ey @

ad i o o (Sa ol uidl 8 ) el o e Jy lea
Ly SN A8l Asii) @l sl de gase

Al gl ¢ 5 %oasaall sl o Jil 5l ¢ 0.000 Jolas F 2y5iaa dad
Ala Gl 4l B axall g pad) Sh Les ¢ b))l Aihie 8 4
%95 A dayay cllyy KA Aile hrial) de ganay alll o A

AV S5 Akl clyrially daldll dysuadll tdads Beta dad ) gsa )l
e il @iy cliliaa) dygime e (3 )dla o paly t g o Al

(%84.9 )

sdiall FaA

Laal) g gungal 38 Gandll (50 adY) Jody QLESY) Cisha 4 Jaludll X2

s Alla b Aabaal Ciliagmilly 23l CadlSs 8 (lale — culiiing Akl Lardll adie 42l | X3
eMaall Glglus slhall ey o S8 090 e Daall aa laill alaily Bsuil) Slem culelal) alaial | X4
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il L ) bl ) Gl bl @yelal (Stepwise )l aladiulyg

Variables Entered / Removed

Model Variables | Variables Method
1 X3 -
2 X4 -
3 X2 -
Model Summary
Model R Rsquare | Adjusted R Square | Std. Error of the Estimate
1 888° 789 786 350
2 897° .806 .801 332
3 9149 835 832 311
Coefficients @
Model Unstandardized Standardized T Sig.
B Std.Error Beta
3 -.354- 173 -2.048- .042
X3 .33 .043 .376 8.429 .000
X4 .235 .041 313 4.599 .000
X2 .246 .038 .269 6.465 .000
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ddll) ol Las)

@lsyd Ao Juia¥ly Giall jhd (e aad) o A9 clatall ol 580 aag

X1 Qs el AailKe s GLESY diaradiia 5]+ L) |l

o X2 4 oSail) (Hlag JUiaY) GlESL pald Slaslas alad arenad

@ el B Al ahdsall e el @il Je llladl ke g
- X3 Jliay) Galiss)

Lo Jalailly paalil) Lol s jlaey pgd padpal) e (el & Lend) pae

X4 g asyall eVl Aalugl) lS s caalill Syl ae

Gllaray cdpaddll Cilogbeall 35l Gllyy Al el aUs s
X5 dads dela JS3 aaly 35 50 ol Gy il

Fagu lebaly oY) Alaje (& 5pall (5535 L) Guilisall laal
. X6 cldUadll

dalaid) dgall Gyl e damitall cllalull 4Ly cliUad) Ll o)
cXT el Jlaey

3y 0o Al hdy Juial) s oAl desdll adie o la) By
X8 AL A A daall

Lss degane dag Jub cpaal)l cleadd) jleud adanl 4] s

X9 il g a5k

Nl Gl o gaelilly JLaa) il cayymy cladiod) ol
- X 10 Jlgay)

X oaelill Jlae 8 JliaV) i€l clila¥) ¢ SA LagliSs aladiud
A1
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o) @SS e eda (apall Jaady adall (8 dpla) daad cans Gl e
X 12 kel

X aza Jaladll &y S JUsY) e g0 S S) myp panadizygpa e
13

Gleally 48 cplysially (i3l o S gyl nliadl Gligall #1781 @
X 14 i i) el

@ilsy agailly amiall adl) glasi¥) Jadad aladi) a3 gadll i LadY

u.\g Las c_.um
Model Summary
Model R R square | Adjusted R Square | Std. Error of the Estimate
1 .923° .852 .825 319
Anova®
Model Sum of df Mean F Sig
1 Regression 69.813 14 3.173 31.258 .000°
Residual 12.081 119 .102
Total 81.894 141
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Coefficients @

Model Unstandardized Standardized t Sig.
B Std.Error Beta

14 -.112- .281 -.400- 0.690
X31 174 .056 .155 3.134 .002
X32 .082 .047 .081 1.753 .082
X33 -.063- .060 -.063- -1.041- .300
X34 -.188- .053 -.188- -3.534- .001
X35 .150 .053 151 2.823 .006
X36 -.049- .063 -.046- -.781- 436
X37 .101 .058 .106 1.735 .085
X38 .083 .056 .087 1.467 .145
X39 114 .064 .094 1.767 .080
X310 146 .053 139 2.769 .007
X311 241 .048 .281 4.974 .000
X312 .207 .055 .238 3.775 .000
X313 .021 .042 .025 .489 .626
X314 -.080- .054 -.089- -1.495- .138

L (R square) ((85.2 %) wasill Jalee dad caaly HLoa¥) ol (s

Acsana 4 i ol ol (S alil el 8 Sl o e Jy
( 85.2 %) Ay SA ALl Alisall <l ppaciall

Al &l 5 Csthall ssisall o Ji T ¢ 0.000 Jalas F 45ine 3
Ala Gl sl B axall ampd mdy S Les ¢ (b))l dilaie 8
%95 A& dapa ellyy SN Ail yiall degenay il G ADle
I 5 Al yially Tualil) 4yl t dads Beta dad ) £sall
o e (7 ) 2 dln o sl todpgee o A L65Y)
o daYly il ha ge asll e syl DAl cldy ¢ Lilas)
) Cppaldll S i
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sl il
JliaYls aall dadles GLESY daradia byl olis) -yl X1

IS8 pe dath Jaleilly caalill alis A jlaes agd (adpal) s (alaiB 7 lad) axe X4
e ad el VIS5 ddalisgl) il i el

18y cpaalill ilidana g cApadil) iloglaall (3860 @l g Lyinalil) sl 2l areas X5

L2 ayili daslsun A gane 22 g JEIL cApanall cloral) Sl aplanl 4401 apenss X9
Jal) Vs Galag) e gaelilly JLiia) ibhse gy cliiiuall oLd X10
Ol Jlae 3 JliaV) i€l e lidaial) ¢ 1SA) La gl iS5 alasin) X11
bl 23l (IS (e g3 (ansall Jeady adall (8 dp)la) Jaad aus Bk X12

il g ) bl Y1 gl ) ekl Stepwise ) allas alasiulyy

Variables Entered / Removed

Model Variables | Variables Method

1 X312 -

2 X311 - Stepwise (Criteria: Probability-of-
3 X35 -

4 X34 - F-to-enter <= .050, Probability-of-
5 X31 - F-to-remove >=.100).

6 X310 -

7 X39 -
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Model Summary

Model R Rsquare | Adjusted R Square | Std. Error of the Estimate
1 .761° .579 .576 496
2 .820° .672 .667 440
3 .855¢ 731 725 .399
4 .884° .781 773 .363
5 .890" 792 .782 .356
6 .8958 .801 .790 .349
7 908’ 824 810 332
Coefficients @
Model Unstandardized Standardized t Sig.
B Std.Error Beta
7 .046 .266 173 .863
X312 .252 .051 .290 4.939 .000
X311 .301 .045 351 6.637 .000
X35 .168 .048 170 3.479 .001
X34 -171- .047 -171- -3.670- .000
X31 193 .049 172 3.903 .000
X310 .166 .052 .159 3.190 .002
X39 142 .060 117 2.359 .020

s omallll @lSyd A gsinal) jhadl) dgalsal Lailiin) asaal 1 pualdd) Giadl) -

QESY) Asje oo Dy Al Lleall Jalye aliae 8 ggimall hall g
o bl 138 a8y bl oy lllad) dlaje s dafl laaly
DB e sl AGE Al e else ol sae sacluay ol s3jiay 4l (el Caila
panaly Haldl Culi (gpaddl el Gaw 4 hall s dgalsals ASHA
b Llaal dlyy gaelll Gl Jo sl jUadl dgaledd daaliv)
sl e desane e AmdliY) o2 ST Aslll ddlanl) SOl

Pl LS el Alaal) oyl A8S SISy Jalyall 3818 g5ine o LY
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SN Cilaygail) jasiy QESY) Cilub dald 4daly @l i) sall
c(bididl) deadl)  jedie dals T JE S sadl)

cpalill gyl AL Aals LT ) gl

ol 8 JLaaY) e il e lilaal) o SH @l pladtial tahl) sadl)
AS,all el eail) paiy sy cilabiwn dald Ada0a cldl i 36y 5 sall

Jhsia¥ly el dadllag CLEISY Aawadiia §))) oLkl 7158) Yl

Sl AadlSa s CliSY (el A0 JS) Auaradie sang sl Bl o L) Hald) ~ i

Flgalge (5805 Aallall 4,0 Aalal) Aapgll 5))0Y) 08 dpai (5S35 LY

A Saill gyl JliaY) GLIESL (ald lglas alai ayeai @

CaiS e Luall 8 clddinally Gleaddl  eaieS Aaiiall Gilgaldl e oslaill @
Jay!

el 8l eheall chinall e aadly il e cillladl) ilase cayyvie
Lol A s J8 JliaY) Gl

Gllyg (Jlia¥ly (iRl Ggan Qi 5 aial (a8 cuelill @lS)s g ol @
papilly GBSl laa) s Gaailly Ganll o)l

VWY duhy JuaYl e ikl oailly dalall Jlell slae
SN G laslaall Jaliiy cdaylall 2] yalls ¢cilial ¥

Ao 5 clegleall Jols Pla e cpalill @8 o dllia) Gy 0 Jinii @
IS e lasm Al Jaeg el Cpagall il gail Do 231 aalil] <ilSpd Jay ) 4T
(@AY GG e Gl slailly @llys (LYl Gl ade b e
el e Lo Gl (6 @l el oyl

vz Jaledl) iy S el e g 35S0 ayy anads e

ey aainall 8 ol Jia¥) 3shay el Hal cpall) S gn oslaill @
o)l
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Glas) e aels ) oLidy) Culybise (e aaad 3 Lyl 51 sacluse @
Dby ill Jgsuse Ji e Allaall daalye e JLoaY)

dabiid) Zgall Gph e Al lalull GllEaY) liadl Ll ab) caaye
. opeldll Jlael

rldUaally pmilly UESY) ol b ASHAll Aald 4dals el <Ll

o JWaaYl e Al Hluall (addd g cpalill Al ehyd (e Cirgll i
& L) Loyl 38y clldy Glhiad) o palidl) st 8 ) Al
Iatise s lanaia (35S0 of caad HaY) Cigan e GBatiusall (o gxil) Lol (45l
Caagind of camy GUIAL ¢ Al puen Tase o Gyl AN il ) Y
Gl pands ppadlly QUESY) dadal 5y pally JLia¥ly al) Aadlla 3
Ol Gl (g Ay Jlia¥) AadlSe STy d5ea o Cun ciliaysaill g
QUSY) dabe & sy (iall jlba dgalse Gl Jiatiy cculilaal ady s

Pk lad Cliaygatll padiy il

Jabe b dald opalill ilage cuptis Do gl b elpally Cuigall daalua o
Ollladll (asdy jpedlly LESY)

Jia (& dsatll shaly sy Aaje & oUSY) o L)) gpilagall sl o
- GldUaal) hgas

ik gl e Jlia) Jedy olid¥l S GliS) xie )68 A58l ¢ @

Yl (8 oladY) Cldine oo Caddly @) o ldlhaall b capsioe
iy ldUaall daje Hdied G Graneatl) dad paus Jd JUaYy izl
Gl e Jlaally sl c s e alas S daball ST e cliaggadl)

-

. Oeldl)
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dpasd conalill die A ulul gl LpiS Al dalad) faw Jle) o
cill eliy o aie Laja phadll Cilaa) sdend piey 4l (papell dyinali dalias
. Cypalill gasa o LAl (gginally (galal)

Mle A aldlly il Sl 4885 Calia Jieaty ogpalill 2] @
AP e hay) HAY Dpasyl) cilead) L 48l D)y ¢yl

owdlly oY) Gllee (& (S5 ()l Jeaill o Jasll 5)5500 @
1a dgpell Jsall Gy Ciidh My eae b ouelll @lSd clitallg
asic dplae dal e S9N Jeadll el Allad)l Gije Cam colaV)
gilagy At I lilara 3328 DA (e By5 el (ualil
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