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The Behavioral Science Report is designed to provide
general familiarity in the subject of Behavioral
Economics (BE) and motivate readers to consider
additional research on the topic. The research report
was completed by RRC in June of 2019. RRC is an
insurance consulting firm serving the regulatory
community and has performed a range of research
projects for the SOA.

BE is a method of economic analysis that applies
psychological insights into human behavior to explain
and nudge economic decision-making. The field of BE
blends insights of psychology and economics, and
provides some valuable insights that individuals are
not behaving in their own best interests. BE provides
a framework to understand when and how people
make errors. Systematic errors or biases
predictably in particular circumstances.

recur

The brain is best thought of as an organization of
systems that interact with each other. A crucial insight
is that the brain is a democracy. That is, there is no
leading decision-maker. Although the behavioral goal
of an individual can be stated as maximizing
happiness, attaining that goal requires contributions
from several brain regions. BE attempts to integrate
psychologists’ understanding of human behavior into
economic analysis.

Lessons from BE can be used to create environments
that nudge people toward wiser decisions and
healthier lives. There are many benefits of BE for
insurance, including better educating applicants on
the benefits of truthful and correct disclosure, which
canimprove the underwriting process and result. This,
in turn, results in more reliable applications being
submitted, which leads to a reduction in the time to
obtain underwriting approval. An added benefit is the
opportunity to provide more life insurance to more
consumers by improving the buying process and
making the process more personalized and relevant.
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There are potential drawbacks to BE and some
elements to consider include a negative impact on
client experience (if done poorly) and the resource-
intensive nature of BE. While customer experience is
critical, there is the balance of needing to mitigate
mortality and morbidity risk with improvements to the
client experience.

The report reviews several BE techniques that could
be applied to guide product design, modeling, and
underwriting. The focus of this research is on life
insurance underwriting, and much of the research
being done is to test how BE can be utilized to improve
applicant disclosures. Current insurance applications
encourage fast thinking, resulting in people providing
less accurate information in applications for

insurance.

The research reviewed existing literature regarding
industry approaches and primarily
industry perspectives from interviews conducted with
13 panelists using a questionnaire developed by RRC.
Panelists included members from
reinsurance, and consulting.

summarized

insurance,

BE techniques considered in the report include
Framing, Nudges, Cognitive aids, Social Norming,
Availability heuristics, Anchoring, Messenger effect,
Managing inertia, Fluency, Choice Architecture,
Sentinel Effect, Scaling, Hovering Effect, Psychological
Manipulation, and Prospect Theory. These BE
techniques are evaluated against a series of
improvements that can be made to the Underwriting
process. Regulatory considerations are also briefly
discussed as Regulatory requirements are often a
concern around underwriting application changes.
The techniques are also evaluated for their ability to
improve marketing and distribution of products, to
improve advisor behavior, and deliver post-sale
customer engagement.
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In summary, the report provides an overview of how
BE can be applied to introductory changes in the
existing paradigm of Insurance customer journeys.
Readers are also provided with additional resources to
consider to further their understanding of BE.

The full research report can be found here:
https://www.soa.org/globalassets/assets/files/resour
ces/research-report/2019/behavioral-
sciencereport.pdf.
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The SOA’s deepest gratitude goes to those without whose efforts this project could not have come to fruition,
especially Yun Gwen Weng, FSA, CERA, FCIA, who organized and oversaw all steps of the process.

This paper was translated from English by SOA members Yuan Yuan, FSA, MAAA and Tinny Tsun, FSA, FCIA, along with
Yihong Lu, a translation consultant.

Yuan Yuan works in the Financial Services practice at Ernst & Young LLP where she is a manager in the Insurance and
Actuarial Advisory Services team. She can be reached at yuan.yuan@ey.com.

Tinny Tsun is an actuary with almost 20 years of diverse work experience in Toronto, Beijing and Hong Kong. She can
be reached at Tinny.tsun@gmail.com.

Yihong Lu is a translation consultant at LEAD Insurance Consulting. She can be reached at
https://leadinsuranceconsulting.com.
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With roots dating back to 1889, the Society of Actuaries (SOA) is the world’s largest actuarial professional organization
with more than 31,000 members. Through research and education, the SOA’s mission is to advance actuarial
knowledge and to enhance the ability of actuaries to provide expert advice and relevant solutions for financial,
business and societal challenges. The SOA’s vision is for actuaries to be the leading professionals in the measurement
and management of risk.

The SOA supports actuaries and advances knowledge through research and education. As part of its work, the SOA
seeks to inform public policy development and public understanding through research. The SOA aspires to be a trusted
source of objective, data-driven research and analysis with an actuarial perspective for its members, industry,
policymakers and the public. This distinct perspective comes from the SOA as an association of actuaries, who have a
rigorous formal education and direct experience as practitioners as they perform applied research. The SOA also
welcomes the opportunity to partner with other organizations in our work where appropriate.

The SOA has a history of working with public policymakers and regulators in developing historical experience studies
and projection techniques as well as individual reports on health care, retirement and other topics. The SOA’s research
is intended to aid the work of policymakers and regulators and follow certain core principles:

Objectivity: The SOA’s research informs and provides analysis that can be relied upon by other individuals or
organizations involved in public policy discussions. The SOA does not take advocacy positions or lobby specific policy
proposals.

Quality: The SOA aspires to the highest ethical and quality standards in all of its research and analysis. Our research
process is overseen by experienced actuaries and nonactuaries from a range of industry sectors and organizations. A
rigorous peer-review process ensures the quality and integrity of our work.

Relevance: The SOA provides timely research on public policy issues. Our research advances actuarial knowledge while
providing critical insights on key policy issues, and thereby provides value to stakeholders and decision makers.

Quantification: The SOA leverages the diverse skill sets of actuaries to provide research and findings that are driven
by the best available data and methods. Actuaries use detailed modeling to analyze financial risk and provide distinct
insight and quantification. Further, actuarial standards require transparency and the disclosure of the assumptions
and analytic approach underlying the work.
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