Unpacking Household Insurance Decisions:
Field and Experimental Evidence

Ruo Jial, Jiawei Mo!, Chang Zhang!, Jiakun Zheng?
1, Peking University
2, AMSE & Centrale Méditerranée

2nd SCOR-TSE Workshop on Behavioral Insurance



Research questions

>

Insurance economics often treat households as a single individual.

But household members may differ in risk preferences and beliefs.

Limited data leaves household insurance decision-making largely a black box.
Our research questions are:

- Does household insurance demand differ when different household members

purchase the insurance?
o If differences exist, why?

The answers to these questions are relevant for policy design and useful for

industry practitioners (e.g., identifying the right marketing target).




This study

» Use a proprietary dataset from a Chinese insurtech firm to test whether
critical illness insurance demand differs when purchased by oneself vs.

one’s spouse.

o Critical illness insurance totaled USD 63B in premiums in 2020,
representing 47% of China’s health insurance market (Swiss Re Institute,
2022).

» Run a survey experiment with 2000 married individuals to reveal unobservable
factors such as health beliefs and identify mechanisms behind the field

results.



Results-in-a-nutshell
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» Among male policyholders, coverage is 2% higher when their wives purchase the

insurance

» Evidence from field and experimental data suggests that women respond to their

husbands’ negative health signals, but not to their own; men respond to neither.
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Research data

» Proprietary Dataset (Shanghai-based Insurtech Firm)

o Access approved by all relevant parties
o Data collected for risk assessment and underwriting recommendations (not pricing)
» Integrated Data Sources
o Clinsurance policy records: applicant/insured identities & relationships
o Public health insurance claims: 2 years prior to application
o Behavioral data: e.g., midnight phone use from third-party platforms
» Final Sample
o 112,620 critical illness (Cl) policies

Unique applicant-insured pairs (54,843 male insureds, 57,777 female insureds)

O

8 products across 3 companies
Application period: Nov 25, 2019 - Jan 31, 2021
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Insurance demand
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Difference between spouse and self purchase
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Model Specification:

Insurance_amount;, .. = Bo + 51 - Spousejpct + 6 + 0p + dct + Eipet




The impact of negative health sighals on insurance demand

» Empirical Specification :
Insurance _amountis = Bo + B1(Spousejper X NegSignalipe:)
+B2Spouseiper + 33 NegSignalipet
+0; + 0p + dct + Eipet

» Hospital visits : Any hospitalization in the 6 months before the Cl insurance

application, a direct signal of deteriorating health.
» COVID-19 period : Captures a universal increase in perceived health risk.

» Midnight phone use : Activity between 00 :00 and 04 :59 in the past 90 days, a
proxy for unhealthy lifestyle.



The impact of negative health signals on self purchase
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The impact of negative health signals on spouse purchase
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Survey

» Limitations with insurance data:
- Selection bias, i.e., only households with insurance.
o Endogeneity with Spouse (or even reverse causality).

o Missing variables.

» So, we focus on health beliefs and belief updating between spouses in a

controlled environment.

» Method: Survey experiment with 2,000 married individuals in Beijing (1,000

men, 1,000 women).
o The observed insurance gap still holds under stricter controls.

- The insurance applicant is the household’s actual decision-maker.



Information provision experiment
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Respor.|dent told their 10-person :> Estimate: “Chance my cancer
group includes 9 randomly risk > group median (5 pers)

selected (same age and gender.)

/3. Information Treatment \

e See a message “Regular

4. Belief Updating <:| exercise reduces cancer risk”

Re-estimate relative cancer risk e Select one peer
e See that peer’s weekly
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Pervasive overconfidence on health
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Belief updates following negative health signals
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Model Specification:

BeliefUpdate; = dg + 61(ForSpouse; x Neglinfo;)
+ 62 ForSpouse; + d3 Neginfo; + 04 X; + ;.




Conclusion

» Disentangling applicant vs. insured roles shows a consistent gap: men receive

more coverage from their wives than they select for themselves.

» Women respond to their husbands’ negative health signals, but not to their

own; men respond to neither.

» Targeting women can effectively increase insurance for husbands, but not for

women themselves.

» Simply providing information is insufficient; stronger interventions may be

necessary.



Thank You for Having Me!
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