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Investment, Insurance and Weather Shocks:  
Evidence from a Lab Experiment in Cambodia 

 
Abstract 
 
This paper presents the results of a lab experiment conducted in Cambodia in which subjects were 
asked to choose whether or not to buy an insurance and whether or not to invest in risky but 
profitable inputs in presence of weather shocks. The protocol allows to analyze the extent to which 
investment decisions change under risk or ambiguity and for different initial wealth. The findings 
indicate that, while the presence of a market for insurance increases investment, this effect is 
significant only for the rich and only under risk. Moreover, the provision of an insurance grant in a 
complete market discourages investment. Furthermore, under ambiguity, people rely on heuristic 
tools before deciding how much to invest. All these aspects, taken together, shed new light on the 
effects of policies aimed at encouraging the adoption of Index-based insurance against weather 
shocks in developing countries. 
 
 
Valentina Rotondi, born in 1987 in Saronno (Italy), defended her Ph.D thesis in February 2016 and 
she is currently post-doc research fellow at Politecnico di Milano and research associate at the 
Laboratory for Comparative Social Research, Higher School of Economics (Moscow). In  her 
dissertation she has used both econometric techniques and experimental methodology. As her 
specialization is mainly methodological, she has developed a propensity to challenge herself in 
different fields. Her first contributions are in the analysis of  cooperative crimes, with a special focus 
on corruption. More recently, she has been engaged in a series of projects on risk aversion, insurance 
behavior and technology adoption, with a special focus on developing countries. One of these studies 
– with Chiara Falco – has recently received  financial support from the Fondazione Roberto 
Franceschi onlus. 
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