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Abstract

This paper investigates the corporate demand for product liability insurance in
Taiwan. The motivations to purchase product liability insurance can be categorized
into four groups, business operation incentive, features of the firm, product safety
management, and financial management. The decision of insurance is analyzed
based on the logistic model and multivariate regression models with a sample of 90

publicly traded companies in Taiwan.

The empirical results of this study indicate that customers’ requests, product risk
financing, and product marketing are the determinants for companies to buy product
liability insurance. Further, the companies with previous experience of product
liability losses have higher product liability insurance demand. Those companies
selling their products to North America and Taiwan will purchase more product
liability insurance. Moreover, the empirical evidences suggest significantly positive
correlation between product safety management and product liability insurance
demand, which is consistent with Ehrilich and Becker (1972) that market insurance
and self-protection are complements. The results also show that the firm will
purchase more product liability insurance when it has larger firm size, greater product

sales, higher debt to equity ratio, and no long term debt.
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