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Abstract

The purpose of this study is to estimate the urban household's demand function for
private health insurance in Iran. Based on microeconomic theory, purchasing the insurance
coverage is described as a corner solution. We have used HBS survey(2001) data in this study
which shows there are many households within the sample with no health insurance coverage.
Therefore, the Tobit analysis is used in the empirical section. The results of such estimation can
be interpreted economically and, using them, one can judge about the existing economic
behavior rules. The study results shows that household's income level, public health insurance
coverage, household's health care expenditures and age and education level of household's head
are the main factors affecting the demand for private health insurance. Income elasticity of
demand for private health insurance is estimated 1.839 and the negative sign of public insurance

coverage coefficient indicates that it is a substitute for the private health insurance.
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