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Thinking fast and slow

Traditional Approach

Assumes that people: To change behaviour...

. information: better understand cost
* are rational & have set preferences

financial incentives: change the
relative ‘prices’ of costs and benefits

/)
* seek to maximize utility |I

Behavioural Science Approach

Understands that people: To change behaviour...

! change the context within which
e are not always rational i ) .
decisions are made: “nudge
* hugely affected by seemingly M _ _
irrelevant “contextual” factors ll"l test everything and measure impact
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Financial incentives for behaviour change?
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The journey of behavioural economics in
Insurance
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Application in
underwriting

* Honest and accurate disclosure of
health questions

s

Drop off rates for online and tele-
underwriting
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Speed of doctor requests
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e Underwriting engine Straight Through
Processing (level of useful responses
and data)
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Take-up of substandard cases




A Antibiotics sometimes ¢ Overall(n=21867) O Antibiotics never
indicated (n=7544) indicated (n=14323)

=]
w

(%]
w

I~
i

o2
o
R=
K]
-
o
7]
[<0]
o
o
o~
pra}
2
0
=)
=
<<

[v8]
L%

8am 9aMm 10am 11am Lunch 1pm  2Pm  3PM  4PM
Hour of the Day

Source: Linder et al. (2015) “Time of Day and the Decision to Prescribe Antibiotics”
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Behavioural intervention for end-
customers

Honesty declaration at

the end of the form

Drug use h

Alcohol

Smoker F
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* Client has identified several areas of under-disclosure

* How to improve disclosure in smoking, alcohol consumption, and drug use?

Honesty declaration at
the front of the form

-

F

BE intervention

* Salience: changed placement of the
honesty declaration

Results

* 31% relative improvement in drug use
disclosure

3% relative improvement in alcohol
consumption reporting

7% relative improvement in smoker
disclosure

All improvement statistically significant
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CHAT FORM ROBOT

Human (voice) Machine (voice)

Human (text) Machine (text)

Note: Percentage of successful coin tosses reported in each treatment
condition. Error bars indicate standard error of the mean.
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