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Genetic Information and Life Insurance Underwriting
Abstract:

With the development of genetics and the massive international effort to
know the sequence of the entire human genome, genetic tests and examinations
have provided individuals with valuable insights into their genetic makeup and
their predisposition to certain diseases. However, with the increasing interest in
genetic tests and the great advances in the technology used and their decreasing
cost over time, concerns have also been raised about their impact on various
aspects of life, including life and health insurance. Although in many countries
current legislation prohibits the use of genetic tests in life insurance for
underwriting, pricing, etc. purposes, their impact on life insurance markets will
undoubtedly grow in the coming years. This study aims to determine the extent to
which the information provided by genetic tests can add value to the life insurance
market. The study analyzed the cost of adverse selection on insurance companies
when the insured are aware of their genetic test results but the insurance
companies do not have this knowledge. The most important conclusion of the
study is the importance of information asymmetry between the two parties to the
insurance contract to prevent adverse selection. The study recommends the
importance of using genetic information as it can enhance risk assessment, but it
should be used in a regulated manner to avoid discrimination and protect the
privacy of individuals.

Keywords: Genetic testing; Value of information; Risk assessment; Adverse
selection; Insurance price; Actuarial justice.
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