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Rare events: The example of medical insurance and safe medical behavior

Basic studies of choice behavior reveal large differences between decisions that are made based on a description of the incentive structure, and decisions that are made based on past experience.  People tend to overweight rare events when they make a single choice from description, and experience leads to the opposite bias.  Following experience people behave as if they believe that "it wont happen to me."  The current class reviews this experience-description gap, and its implication to insurance and the enforcement of safe medical behavior.
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On the decisions to explore by patients and doctors
The decision whether to explore new alternatives or to choose from familiar ones is implicit in many of activities. How is this decision made? When will deviation from optimal exploration be observed? The current class reviews research that examines exploration decisions, and discuss some of the implications of this research to medical practices, and mechanism design.  The result reveal the co-existence of insufficient and too much exploration.  Insufficient exploration is likely when the common outcome from exploration effort is disappointing, the opposite bias is likely when most exploration effort are reinforcing. 
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