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The Policy for Policyholders' Dividend of Life Insurance Company
based on the Cramér-Lundberg Model with Incorporating

the Perspective of Fairness
Noriyuki Shimoyamat
Abstract

This study was performed to discuss the policy for policyholders' dividend of life insurance
company based on a dividend model in risk theory. The optimal dividend problem in risk theory,
which was originally discussed by De Finetti using a discrete-time binomial model, has been
widely studied. The optimal dividend is basically determined to maximize the aggregate
discounted dividend, however, most of the previous studies were discussed it from the viewpoint
of shareholders’ dividend. When policyholders’ dividend is determined, fairness among
policyholders must be taken into consideration. From an actuarial point of view, the net
premiums after deducting dividends should be the same when the risk level of underwriting
Insurance 1s the same among a group of policyholders. Based on the idea, the net premium after
deducting dividends for insurance with dividend-payment should be the same as the premium
for insurance without dividend-paying whose risk is homogeneous with the dividend-paying
insurance. As long as the premium for insurance without dividend-paying are derived from
appropriate premium calculation principle, the policy for policyholders' dividend is only to follow
a broad premium calculation principle that includes considering the net premiums after
deducting dividends. In this study, we show that the level of policyholder dividends is
necessarily determined by incorporating the perspective of fairness among policyholders into a

dividend model based on the Cramér-Lundberg model.
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