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Insurance fraud increases premiums for all U.S. households and undermines the
insurer/insured relationship. This article examines willingness to commit insurance fraud
using data from an online survey completed by 1505 U.S. adults and analyzed using
multiple linear regression analysis. Roughly one-half of the sample would never commit
any of the nine types of insurance fraud in the survey. Fewer than 20% (17.2%) of the
respondents said they had committed at least one of the types of fraud. Both of the
moral intensity variables were significant, but the signs were opposite. Moral Intensity
PC1 (Magnitude of Consequences, Probability of Effect, Temporal Immediacy, and
Concentration of Effect) was negatively related to willingness to commit insurance fraud,
while Moral Intensity PC2 (Social Consensus and Proximity) was positively related. Peer
acceptance was significantly and positively related to willingness to commit insurance
fraud, while the relationship with the belief that insurance fraud is a crime was negative.
Several control variables were significant, including age; older respondents were
significantly less likely to be willing to commit insurance fraud than younger respondents.
The article concludes by discussing future directions for research and practical
implications for consumer educators.

1 Introduction
Insurance fraud increases the cost of insurance for all consumers. The Federal Bureau of
Investigations (FBI) estimates that the average U.S. household pays $4000 to $7000 more in
premiums over a 10-year period because of fraud (National Insurance Crime Bureau, n.d.).
Thus, insurance fraud negatively impacts financial well-being, making insurance less
affordable and less available for American consumers. Without adequate insurance
coverage, many individuals, especially the estimated 27% of Americans with no emergency
savings at all (Gillespie 2024), will find it difficult to recover from economic losses. Most
financial institutions require individuals seeking a car loan or a home mortgage to have
appropriate insurance coverage. In addition, unsupported stereotypes about who commits
insurance fraud and why will lead to unfair discrimination in insurance underwriting.

Insurance fraud also undermines trust between insurers and consumers. For an effective
insurance market, consumers must trust that insurers will fairly price policies and pay
claims, but insurers also must trust consumers. In the absence of that trust, insurers must
engage in practices to combat fraud, practices which often communicate mistrust of
consumers.

Recent surveys indicate that a surprising proportion of Americans have thought about or
committed insurance fraud. For example:

One survey  also reported that young Americans were more likely than their older
counterparts to mislead insurers. For example, 39% of Millennial auto insurance
policyholders said they used deceptive practices to reduce premiums compared with 3% of
Baby Boomers (Davis 2023).

The primary question addressed in this article is what explains willingness to commit
insurance fraud among consumers. The research uses multivariate analyses to examine
data from an online survey completed by 1505 U.S. adults.

One in five has considered committing insurance fraud, and one in ten has committed it
(Sickler 2024).

Fifteen percent of homeowners and 9% of car insurance policyholders admit to
committing insurance fraud (Davis 2023).
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2 Literature Review
There is scant academic literature that explains who is willing to commit insurance fraud and
why. More than 25 years ago, Tennyson (1997) published research examining consumer
views of the acceptability of exaggerating auto insurance claims, a specific form of insurance
fraud. About 33% of the 1987 U.S. adult respondents agreed that it was (or probably was)
acceptable to pad a claim. Tennyson reported that respondents' perceptions of others'
attitudes about fraud, their attitudes toward dishonesty in other settings, and their
perceptions of insurance institutions, as well as their age and education, were related to
attitudes about filing exaggerated claims.

Tseng and Kuo (2014) also examined the influence of consumer attitudes on insurance fraud
in their research using civil service workers in Taiwan. Based on correlation analyses, they
reported that acceptance of dishonest insurance practices was positively associated with
ethical attitudes, perceptions of whether insurer transactions with consumers were fair, and
the amount of the fraud.

Researchers have previously examined insurance fraud through the lens of ethics and
morality. Tennyson (2008) described the moral, social, and economic dimensions of
insurance fraud, suggesting that all three play a role. Miyazaki's (2008) research with a
convenience sample of 154 U.S. adults demonstrated the interactions between financial and
ethical influences on insurance fraud. Higher deductibles led to stronger perceptions that
fraud was fair to the insurance company, weaker perceptions that the behavior was
unethical, and higher claim amounts. Ishida et al. (2016) recruited 750 research subjects who
viewed one of four insurance fraud scenarios; the scenarios differed in whether the
individual who benefitted was oneself or another and whether the insurance company was
large or small. Respondents younger than 25 were more likely than others to be “lenient” in
their judgments of the ethical violations in the scenarios. Ishida et al. recommended
including respondents' perceptions of the likelihood of being caught in future research
about insurance fraud.

This research was built around Jones' (1991) issue-contingent model, which posits that
ethical judgments are influenced by individual and situational factors, primarily “moral
intensity.” Jones defined moral intensity as the “extent of issue-related moral imperative in a
situation” (p. 272) and identified six types of moral intensity:

Jones also suggested that the belief a behavior is illegal may strongly influence consumers to
identify that behavior as unethical. In Brinkmann's (2005) research about insurance fraud,
“the law” was the most important influence in three of the four scenarios given to
consumers.

Magnitude of consequences: Sum of the harms to victims.

Social consensus: Cultural norms regarding the morality of a proposed act.

Probability of effect: The probability an act will occur and, if it does, will cause harm.

Temporal immediacy: Time until consequences of an act are realized (the longer the time
period, the greater the discount).

Proximity: Feelings of nearness (social, cultural, psychological, or physical) for the act's
victims.

Concentration of effect: Number of people affected by the act.

3 Methodology
This study investigated five hypotheses using multiple linear regression and controlling for
demographic characteristics (age, gender, marital status, race, ethnicity, income, education,
residential area, and region). Previous research suggests a positive relationship between
ethical behavior and age and education, both of which improve one's ability to apply
relevant ethical standards (Kohlberg 1981; Pan and Sparks 2012). Previous research (e.g.,
Dean 2004) also indicates that women are more likely than men to apply higher ethical
standards in decisions about insurance fraud. While there is little empirical evidence about
the role of income in ethical decision-making, Vitell (2003) recommended including it in
future research about insurance fraud. In addition, fraud investigators often claim that
insurance fraud occurs more often in urban areas and the South
(https://www.nicb.org/prevent-fraud-theft/staged-auto-accident-fraud), suggesting the
importance of including residential areas and regions in the analyses. Ribeiro et al. (2020)
recommended including residential areas and regions as measures of cultural factors that
may influence fraud tolerance.

The five hypotheses were:

H1. There is a negative relationship between willingness to commit insurance fraud and morality
intensity.

H2. There is a negative relationship between willingness to commit insurance fraud and favorable
attitudes about insurance companies.

H3. There is a negative relationship between willingness to commit insurance fraud and belief that
insurance fraud is a crime.

H4. There is a negative relationship between willingness to commit insurance fraud and belief that
one would be caught if one committed insurance fraud.

H5. There is a positive relationship between willingness to commit insurance fraud and peer
acceptance of insurance fraud.

3.1 Data

The article uses data collected online for the Coalition Against Insurance Fraud by Dynata, a
first-party data collection firm, in February and March 2023. Respondents were sought who
matched the demographic characteristics (age, gender, income, ethnicity, Latino origin, and
geographic region) of the adult U.S. population in the 2020 U.S. census.

The sample included 1505 U.S. individuals at least 18 years old; a screening question ensured
respondents had bought an insurance policy for themselves or their household. Five
respondents who provided straight-line responses to a key question and nine who did not
respond to questions critical to this research were removed, leaving a final sample for
analysis of 1491.

The Coalition's Research Committee created the online survey with some input from the
author. Experts in insurance fraud investigation identified nine types of insurance fraud and
crafted the statements describing each (see Table 1). Four of the nine types are relevant
across most lines of insurance.

TABLE 1. Descriptive statistics for willingness to commit fraud and peer acceptance of fraud
(n = 1491).

3.2 Variables

The dependent variable, Willingness to Commit Insurance Fraud, was created by summing
responses to the nine statements reported in Table 1 (Cronbach's α = 0.96). The independent
variable, Peer Acceptance of Insurance Fraud, was created similarly (Cronbach's α = 0.88).

Respondents were given a scenario  based on Ishida et al. (2016) to measure the six
dimensions of moral intensity. In the scenario, a visiting friend's previously damaged car was
on the homeowner's property when shingles were blown from the roof in a storm. The
homeowner included the visitor's car damage in his insurance claim, an example of padding
a claim, considered one of the most common forms of insurance fraud (Miyazaki 2008). After
viewing the scenario, respondents saw the items reported in Table 2.

TABLE 2. Descriptive statistics for moral intensity variables, attitude about insurers, and
belief that insurance fraud is a crime variables.

Following Valentine and Bateman (2011), the six moral intensity variables were entered into
a principal component analysis (PCA), generated by first calculating polychoric
correlations.  Results suggested retaining two principal components which together
explained about 74% of the explained variance from the original variables (see Appendix
Table A1). The highest weights in the first component (Moral Intensity PC1) were for
Magnitude of Consequences, Probability of Effect, Temporal Immediacy, and Concentration
of Effect. The highest weights in the second component (Moral Intensity PC2) were for Social
Consensus and Proximity (see Appendix Table A2).

The items used to create the Attitude about Insurers index variable (Cronbach's α = 0.71) are
reported in Table 2. The other independent variables are described in Tables 2 and 3.
Sources for items drawn from previous research are identified in Table 2.

TABLE 3. Control variables and measures.

Include damages that happened before a

homeowners claim

35.8 (0.48) 22.2 (0.42)

Include damages that happened before an

auto insurance claim

34.3 (0.48) 25.9 (0.44)

Leave out information or provide false

information on an application to get

coverage or a lower premium

31.2 (0.46) 27.2 (0.44)

Add a few items when filing a claim 30.7 (0.46) 21.8 (0.41)

Give misleading information to get

insurance coverage

29.0 (0.45) 22.9 (0.42)

Give an address in an area with lower car

insurance premiums

28.1 (0.45) 16.9 (0.37)

Submit a claim for an off-work recreation

injury to claim workers compensation

27.2 (0.45) 21.3 9 (0.41)

Buy insurance AFTER an accident 27.0 (0.44) 15.4 (0.36)

 Would you consider doing any of the following (answer choices, never = 1, I might = 2, I definitely would = 3, I

have = 4).

a

 Standard deviation based on 0/1 (not original 1,2,3,4): might, would, or have = Yes (1); Never = No (0).b

 Do you know anyone who has done any of the following (answer choices, Yes = 1, No = 2).c
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Moral intensity variables

Magnitude of Consequences:  The harm (if any) from Tom submitting the

claim is very small.

3.46 1.42

Social Consensus: Most people would agree that Tom's action is wrong. 4.02 1.15

Probability of Effect:  There's a very small likelihood that Tom's action will

cause any harm.

3.16 1.34

Temporal Immediacy:  Tom's action will not cause any harm in the immediate

future.

3.23 1.36

Proximity: If Tom has a close relationship with the insurance company, then the

action is wrong.

3.64 1.40

Concentration of Effect:  Tom's action will harm very few people. 3.27 1.35

Attitude about insurers

Overall insurance companies treat their customers fairly 4.68 2.22

Overall insurance companies' procedures to set premiums are fair and applied

consistently

4.36 1.82

Overall, the claims that insurance companies pay are fair to policyholders 4.38 1.65

Insurance companies make too much money at the consumer's expense 3.30 1.98

a

b

b

b

b

c

,b,d

b,d

 Respondents read a scenario in which shingles from the homeowner's (Tom's) roof damaged a visiting

friend's previously damaged car. The homeowner included the visitor's car damage in his insurance claim. How

much do you agree with the statements below: 5 point Likert scale anchored by 1 (not at all) and 5 (completely)

(Ishida et al. 2016).

a

 Reverse coded.b

 How much do you agree with each statement: Likert scale anchored by 1 (completely disagree) and 7

(completely agree).

c

 Adapted from Tseng and Kuo (2014).d

 Do you consider insurance fraud to be a crime? Answer choices: Not at all (1), No, insurance companies rip off

people so it's fair (2), Yes, it is a crime (3), No, I pay them enough; it's my money I'm getting back (4). Recoded as

binary variable with “Yes, it is a crime” = 1 and all else = 0.

e
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Age 18–24, 25–34, 35–54, 55 and older Reference group: 18–
24

Gender Male, female, non-binary, prefer not to answer Reference group:

Male; all other

categories combined

Marital

status

Married, single, cohabiting, separated/divorced,

widowed/widower, prefer not to say

Reference group: All

not married

categories combined

Race White or Caucasian, Black or African American, Asian,

Native American, Other

Reference group:

White or Caucasian

Hispanic Hispanic or Latino origin, Not Hispanic or Latino origin Reference group:

Hispanic or Latino

Income

(annual

household)

Less than $25,000; $25,000–$49,999; $50,000–$74,999;

$75,000–$99,999; $100,000–$149,999; $150,000–
$199,999; $200,000 or above

Reference group: < 
$25,000

Education Did not complete high school; high school or GED; some

college, no degree; associate's or bachelor's degree; post

graduate degree

Reference group: Did

not complete high

school

Residential Rural, suburban, urban/city Reference group:

4 Results
4.1 Demographic Characteristics

The demographic characteristics of the sample and subsamples are described in Table 4.
The sample overall was well distributed between males and females and among the
different age and income groups. Most (76%) were white and unmarried (55%) and had at
least some college education. The largest proportion lived in the South (38%) and rural areas
(47%). The demographic characteristics of those who reported that they had committed at
least one type of insurance fraud (n = 257) relative to those who said they would never
commit fraud indicated they were more likely to be young, male, and Hispanic, with lower
incomes and less education and living in the suburbs.

TABLE 4. Demographic characteristics of sample and subsamples.

4.2 Who Commits Insurance Fraud?

Roughly one-half (52.6%) of the overall sample said they would never commit any of the nine
types of insurance fraud identified in the survey (see Table 1). There was slight variation in
the proportions indicating they might, would, or have committed at least one of the different
types of insurance fraud; the proportions ranged from 25% for “help a medical provider to
bill an insurance company for treatment you didn't receive” to 36% for include “damages
that had happened before a storm in a claim for damage to your home” (see Table 1).
Around 17% indicated they had committed at least one type of insurance fraud. The
proportion was around 5% for each type; the highest proportion (6.8%) said they had “left
out information or provided false information” on an insurance application to secure a lower
premium.

4.3 What Factors Influence Willingness to Commit Insurance Fraud?

A multiple linear regression was conducted to test the five hypotheses. The results, reported
in Table 5, support H2, H3, and H5 and partially support H1. The coefficient for Likely to Be
Caught was not significant; thus, H4 was not supported.

TABLE 5. Linear regression results: Willingness to commit insurance fraud as dependent
variable.

Both moral intensity variables were significant, but the signs were opposite. Moral Intensity
PC1 (Magnitude of Consequences, Probability of Effect, Temporal Immediacy, and
Concentration of Effect) was negatively related to Willingness to Commit Insurance Fraud,
while Moral Intensity PC2 (Social Consensus and Proximity) was positively related.

Regarding H2, the coefficient for the variable Attitude about Insurers was significant at the
0.01 level, but the relationship was positive, not negative, as hypothesized. Individuals with
more favorable attitudes toward insurance companies were more likely to indicate a
willingness to commit insurance fraud. However, the mean value of the index in this study,
at 21.09, at best reflects a neutral attitude as it is just above the midpoint (17.5).

The results supported H3, as the relationship between believing that insurance fraud is a
crime and willingness to commit insurance fraud was significant and negative. Peer
Acceptance of Insurance Fraud was significantly and positively related to Willingness to
Commit Insurance Fraud, supporting H5.

It is worth noting that several control variables were significant; for example, those ages 35
and older were significantly less likely to indicate they were willing to commit insurance
fraud than those who were younger. In addition, gender, marital status, Hispanic ethnicity,
race, education, residential area, and region were significant. Specifically, males, non-
Hispanics, Asians, and those who described their race as “other,” those who live outside an
urban area, and those living in the West and Northeast were less likely to be willing to
commit insurance fraud than their counterparts. Married individuals and those with at least
an associate's degree were more likely to indicate willingness to commit insurance fraud
than those unmarried and with less education. Surprisingly, income was not significant.

Age

18–24 127 (8.5) 31 (3.9) 41 (15.9)

25–34 272 (18.2) 79 (10.0) 103 (40.1)

35–54 503 (33.7) 247 (31.3) 101 (39.3)

55 and older 589 (39.5) 431 (54.7) 12 (4.7)

Gender

Male 719 (48.2) 342 (43.4) 164 (63.8)

Non-male 772 (51.8) 446 (56.6) 93 (36.2)

Marital status

Married 823 (44.8) 451 (57.2) 157 (61.1)

Unmarried 668 (55.2) 337 (42.8) 100 (38.9)

Hispanic

Hispanic or

Latino origin

199 (13.3) 70 (8.9) 48 (18.7)

Moral Intensity PC1 −0.826 0.062 −13.39 0 −0.947

to

−0.705

Moral Intensity PC2 0.255 0.082 3.10 0.002 0.094

to

0.417

Attitude about insurers 0.049 0.018 2.63 0.009 0.012

to

0.085

Insurance fraud is crime −1.89 0.350 −5.40 0 −2.576

to

−1.203

Peer acceptance 1.092 0.053 20.65 0 0.988

to

1.196

Likelihood to be caught 0.172 0.109 1.58 0.114 −0.041

to

0.386

Age: (base 18–24) 0

***

***

***

***

***

Mean dependent variable 13.612 SD dependent variable 7.025

R 0.605 Number of observations 1491

F-test 72.103 Prob > F 0.000

Akaike crit. (AIC) 8722.487 Bayesian crit. (BIC) 8892.317
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*** p < 0.01.

** p < 0.05.

* p < 0.1.

5 Discussion and Conclusions
The data analysis suggests that willingness to commit insurance fraud is complex. The moral
intensity variables that had significant and negative influences on willingness to commit
insurance fraud measured the magnitude of the consequences, the likelihood the fraud
would cause harm, how soon the consequences of the fraud would be realized, and the
number of people affected. However, the second principal component of moral intensity
(Social Consensus and Proximity) was positively related to willingness to commit fraud. It is
somewhat difficult to speculate about why the relationship was positive. Perhaps the
measures need improvement. The Social Consensus measure rests on what may be a flawed
assumption that most would agree the action was wrong. And it is unclear what it might
mean to consumers to “have a close relationship with an insurance company” in today's
marketplace, which is the phrasing used to measure Proximity. Future research might use
different measures of both or multiple measures of each as Zabel et al. (2023) did for
Proximity in their research.

Previous research (Ishida et al. 2016) using moral intensity variables did not examine its
influence on willingness to commit insurance fraud and thus provides little insight into our
results. The fraud in the moral intensity scenario was committed by padding a claim to help
a friend. Previous research suggests that insurers as well as consumers may see this type of
“soft” fraud differently from fraudulent claims that are planned or criminal (Tennyson 2008).
In addition, while the respondents were told in the survey's introductory information that
the topic was insurance fraud, we cannot know if the respondents who indicated they were
willing to commit an act understood and agreed it was fraudulent. If they simply believed
the statements describe normal behaviors that society accepts or, as Ribeiro et al. (2020)
phrased it, “astute” ways to reduce insurance costs, then they would not have viewed the
statements as representing ethical dilemmas. In addition, variables not measured in the
survey, such as insurance literacy and risk aversion, could provide additional insights to
explain why some consumers are willing to commit insurance fraud.

Although one's attitude about insurers was significant, the relationship was positive, which
was unexpected and counter to Tennyson's (1997) research. As noted earlier, overall the
respondents' attitude about insurers was at best neutral. In addition, Tennyson's measure of
attitudes about insurers was quite different from that in the current research. Tennyson
based her measure on respondents' confidence in their auto insurer's financial stability and
view of the consequences of an insurance company filing bankruptcy. These are much more
indirect measures than the statements measuring attitudes about insurers in this research.
While Tseng and Kuo (2014) used two of the same measures of attitudes toward insurers as
in this research and reported significant correlations with an ethical judgment about
insurance claim padding, the correlations were relatively weak (< 0.5). As with any
unexpected result, future research using different measurements or a different
methodology may be warranted. For example, Ribeiro et al. (2020) averaged ratings of
opinions about and trust in insurers to measure attitudes.

The lack of significance of the income variable requires further research. This result is
counter to previous research that established the importance of economics as an influence
on insurance fraud; for example, Miyazaki (2008) suggested that consumers are more likely
to rationalize fraud when deductibles are higher. The economic influence is also important
as industry explanations of motivations for insurance fraud typically include financial gain
and could lead to unfounded stereotypes (Insurance Information Institute 2022). However,
income measures only one aspect of financial constraint; for example, we do not know the
respondents' disposable income. Perhaps there are more appropriate measures to consider
for future research, such as whether the respondent recently experienced an income loss.

An important question for researchers and educators, as well as insurance companies, lies
in the persistence of the influence of age even after controlling for other variables in the
model. Tennyson (1997) also reported that older policyholders were less tolerant of fraud
than younger policyholders in her research. The media highlighted the age difference in
their reports about the Coalition Against Insurance Fraud's research, with one journalist
describing the result as “scary” (Hilton 2023). Value Penguin's survey results also suggest
younger Americans are more likely than older Americans to mislead insurers, engaging in
practices such as not reporting all of the people who drive their car (15%), reporting they use
their vehicle less than they do (15%), and not disclosing they own a risky dog breed (20%)
(Davis 2023). Ishida et al. (2016) suggested that younger consumers are more “situational” in
their perceptions of fraud, especially when helping a friend, as was true in the moral
intensity scenario used in this study. In addition, perhaps age is a proxy for experience with
insurance, an important variable not included in this research. Tennyson and Salsas-
Forn (2002) reported that experience with insurance was negatively related to finding
insurance fraud acceptable.

Does a solution lie in consumer education? In the Value Penguin survey, a quarter of
Generation Z respondents said they did not think insurance fraud impacted them
(Davis 2023), even though one estimate is that the average U.S. family's insurance premiums
are $400 to $700 higher a year due to insurance fraud (Ferrer 2023). In a CustomerTimes
survey, one in three respondents said they could not define what counts as insurance fraud
(Sickler 2024). In that same survey, 25% indicated that “unfair” insurance policies justify
policyholders breaking the rules—but what do consumers perceive to be “unfair” in
underwriting and claims processing? Assessment of consumer knowledge of the factors
considered in underwriting insurance products, as well as what constitutes insurance fraud
and its consequences, may be helpful to plan a consumer education solution.

For example, first-generation homeowners may not understand how factors such as the
home's square footage, who lives in the home, and the distance to a fire station influence
insurer decisions and view such inquiries as invasive, creating mistrust. Most consumers are
likely unaware of the measures insurers use to detect and prosecute insurance fraud. A
better understanding of insurance underwriting and claims investigation practices would
directly affect knowledge and also influence attitudes and behaviors, which are critical as all
three are components of financial literacy.

Is what appears to be greater acceptance of insurance fraud among young consumers due
to a decline in ethics with each younger generation? Barna (2020) concluded from his
research that “a majority of Americans today (are) no longer embracing values of honesty,
respect for the rule of law” and that age has a dramatic effect, with younger adults more
likely to rely on their own beliefs, feelings, and knowledge for direction. Additional research
is needed to better understand the motivation behind willingness to commit insurance
fraud. The concept of moral disengagement, which may explain why individuals commit
insurance fraud, and neutralization techniques, which may explain how individuals justify
their fraudulent actions (McCormack and Chowdhury 2024), may provide a useful
framework for future research.

Lucey (2018) has argued for a “moral pursuit” approach to financial literacy, which de-
emphasizes the “conventional profit maxim” that undergirds traditional financial education.
Using this approach, financial education would emphasize the moral judgment involved in
filing an insurance claim more than the financial aspects of the claim.
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 Based on responses from 1949 U.S. consumers ages 18 to 77 (from a non-probability sample that
represented the overall U.S. population) to an online survey (Davis 2023).

1

 Researchers have suggested scenarios provide a higher quality of data than simple questions
(Alexander and Becker 1978).

2

 Standard principal component analysis uses Pearson's correlation which is designed for continuous
variables. Because the variables in this research were ordinal, a PCA using a polychoric correlation
matrix was appropriate.

3

TABLE A1. Principal components/correlations.

TABLE A2. Principal component loadings (unrotated) component normalization: Sum of
squares (column) = 1.

Comp1 3.0556 0.5093

Comp2 1.36546 0.7368

Comp3 0.559314 0.8301

Comp4 0.374608 0.8925

Comp5 0.34457 0.9499

Comp6 0.300446 1.000

Magnitude of consequences 0.4920 0.04598

Social consensus 0.2120 0.6473

Probability of effect 0.4828 −0.1306

Temporal immediacy 0.4995 −0.0956

Proximity −0.0203 0.7401

Concentration of effect 0.4795 −0.0709
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