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Main Objectives

- To obtain an overview of essential concepts in insurance economics
- Tounderstand the implications of asymmetric information for insurance contracting

- To be able to explain and evaluate real-life insurance product design from an economic
point of view

Description

This course deals with core concepts of the theory of insurance demand. After a review of es-
sentials of decision theory, the optimal design of insurance products is addressed from an in-
formation economics point of view. Optimal risk sharing in a complete information setting is
discussed as the benchmark case. The main emphasis is placed on principal agent problems due
to superior knowledge of the insured. In particular, the class covers adverse selection, moral
hazard and insurance fraud which heavily affect almost any real-life insurance market. Impli-
cations for product design as well as the interaction between insurance and other markets are
analyzed.

Course Outline

Module 1: Selected Concepts of Decision Theory
Module 2: Optimal Insurance Demand

Module 3: Adverse Selection

Module 4: Moral Hazard

tentatively scheduled:

Module 5: Current Issues in Insurance Economics

Course Materials

Course materials are available in Stine and OpenOLAT.
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nism, Quarterly Journal of Economics 84: 488-500.

Arrow, Kenneth J. (1963): Uncertainty and the Welfare Economics of Medical Care, American
Economic Review 53: 941-973.
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Insurance, Boston, 315-362.

Raviv, Artur (1979): The Design of an Optimal Insurance Policy, American Economic Review 69:
84-96.
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90: 629-649.
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Additional Readings

Additional readings are announced at the end of each module.



