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Abstract
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Since the liberalization of insurance, the insurance industry has been developing the risk-
subdivision-type insurance. The risk-subdivision-type insurance is one to differentiate insured
persons by using detailed risk information to reduce premiums for low risks and increase premiums
for high risks. With the digitalization of insurance information, the understanding of risks applied to
insurance design is shifting from traditional static risks to dynamic risks.It is possible to move to
risk-subdivision-type insurance increasingly. While the risk-subdivision-type insurance aims to
provide fair insurance premiums, it has the effect to deter insurers from adverse selection. In other
words, low-risk individuals will benefit from lower insurance premiums, while high-risk individuals
will have limited availability of their insurance and will be excluded from insurance contracts.
Insurers, through risk segmentation, show that they are reluctant to undertake high-risk individuals
while attracting low-risk individuals. If high-risk individuals are eliminated by risk-subdivision-type
insurance, the insurance coverage of the society as a whole will decrease. Even if the introduction
of risk-subdivision-type insurance is effective in suppressing reverse selection, if insurance
coverage is to be reduced, insurance functions for the society will be reduced. In order for
insurance to play an important role in society and increase people's economic welfare, it is
important to spread insurance widely. There it is necessary to accept some degree of reverse
selection unless it is excessive. In this regard, the introduction of risk-subdivision-type insurance
will not only reduce the economic welfare but increase the fairness of the risk burden, but may not
always be consistent or rational in terms of management strategy. In the future, the digitalization of
insurance information may accelerate the introduction of risk-subdivision-type insurance. However,
even if it is effective in suppressing the reverse selection, if the insurance coverage is to be
reduced, the insurance function will be reduced. In order for insurance to play an important role in
society and increase people's economic welfare, it is important to spread insurance widely.
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Digitalization of Insurance Information and Risk—Subdivision—Type Insurance
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Since the liberalization of insurance, the insurance industry has been developing the risk—subdivision—type insurance. The risk—
subdivision—type insurance is one to differentiate insured persons by using detailed risk information to reduce premiums for low risks
and increase premiums for high risks. With the digitalization of insurance information, the understanding of risks applied to insurance
design is shifting from traditional static risks to dynamic risks.It is possible to move to risk—subdivision—type insurance increasingly.
While the risk—subdivision—type insurance aims to provide fair insurance premiums, it has the effect to deter insurers from adverse
selection. In other words, low-risk individuals will benefit from lower insurance premiums, while high—risk individuals will have limited
availability of their insurance and will be excluded from insurance contracts. Insurers, through risk segmentation, show that they are
reluctant to undertake high—risk individuals while attracting low-risk individuals. If high-risk individuals are eliminated by risk—
subdivision—type insurance, the insurance coverage of the society as a whole will decrease. Even if the introduction of risk—
subdivision—type insurance is effective in suppressing reverse selection, if insurance coverage is to be reduced, insurance functions
for the society will be reduced. In order for insurance to play an important role in society and increase people’s economic welfare, it is
important to spread insurance widely. There it is necessary to accept some degree of reverse selection unless it is excessive. In this
regard, the introduction of risk—subdivision—type insurance will not only reduce the economic welfare but increase the fairness of the
risk burden, but may not always be consistent or rational in terms of management strategy. In the future, the digitalization of
insurance information may accelerate the introduction of risk—subdivision—type insurance. However, even if it is effective in
suppressing the reverse selection, if the insurance coverage is to be reduced, the insurance function will be reduced. In order for
insurance to play an important role in society and increase people’s economic welfare, it is important to spread insurance widely.
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