Unpacking household insurance decisions: Field and
experimental evidence (Jiakun Zheng)

Overview: This session covered the topic of household insurance, in particular the question
whether the demand for household insurance varies depending on which household member
purchases the cover, and what are the reasons for this if so. The answers to the above
questions may have implications for policy design and specifying the target market for
products going forward.

Background: A study was carried out using data from a Chinese firm’s critical iliness
business book. This is deemed representative of the overall insurance market, accounting for
almost 50%. The sample contained 8 products from 3 companies, with data used for risk
assessment and underwriting recommendations. The experiment aims to identify the key
drivers behind insurance decisions made by household members. The application period ran
for approximately 12 months during 2020, acting as an example to how policyholders would
have reacted to a health crisis (Covid).

Insurance Coverage Levels: One critical observation was the difference between insurance
of males and females, depending on who took out the insurance cover. The results imply that
males’ insurance coverage is higher when the female spouse purchases the cover for the
male, rather than the male purchasing for themselves. Evidence suggest that females
respond to their husbands’ negative health symptoms, but not to their own, while men are
indifferent.

Insurance Demand: The spouse insurance amount purchased on the male life was higher
than if the male had purchased the cover himself, while there was little difference on the
female life.

Behavioral Influence on Insurance Demand: With the sample, data was collected on the
following:

e Evidence of the couple having a hospital admission within the last 6 months.
e Any Covid diagnosis.
e The level of phone use (if any) between 12 — 5am, a proxy for an unhealthy lifestyle.

The more interesting finding from these behaviors was that women respond to their
husband’s negative health signals, but not to their own. The husband, on the other hand, is
indifferent to both.

Study Limitations: These include selection bias, where only insured households were
considered, and only considering the three health variables outlined above. Other variables
such as exercise and diet levels would be valid considerations when making a decision on
life insurance cover.

The session concluded with few interesting discussion points. The application process is
completed online; however, there remains a lack of visibility regarding who initiates the
demand for insurance. Currently, in this research we can identify the insurance purchaser
through the credit card used to purchase the cover. Another area of interest is the cultural
norms influencing this research. For example, in China, there is a strong emphasis on
women taking care of men, and these traditional gender roles significantly impact purchasing
decisions. It would be interesting to replicate this experiment in another region.



