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This sample includes selected chapters from Life & Health 
Insurance in Plain English, a clear, modern guide to how life, 

disability, and health insurance work. These chapters provide a 
preview of the book’s plain-English approach to explaining 

biological and medical risk, how life and health products are 
structured, and how these concepts apply in real-world financial 

and medical situations. 
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Chapter 1 — The Purpose of Life & 
Health Insurance 

Insurance is the shared answer to burdens no one can bear 
alone. 
—Insurance Confucius 

 

Life and Health insurance exist for a simple but 
profound reason: they protect people from the 
two most disruptive financial events in human life 
— dying too soon and getting sick or injured 
along the way. Everything in this volume, from mortality 
tables to Medicare, flows from that basic truth. 

Where Property & Casualty insurance protects things and 
business operations, Life & Health insurance protects people, 
families, and their ability to live and earn. It is personal in a way 
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no other branch of insurance is. It deals with the body, the 
mind, and the arc of a human lifetime. 

This chapter sets the stage for the entire volume. It explains why 
Life & Health insurance exists, what problems it solves, and how 
it fits into the broader insurance ecosystem you learned in 
Volume 1. 

1. The Two Core Risks: Mortality and 
Morbidity  

Life & Health insurance is built on two fundamental human 
risks: 

Mortality risk 

The risk of dying earlier than expected. 
Life insurance exists to soften the financial shock of an early 
death — replacing income, paying debts, and giving families 
time to recover. 

Morbidity risk 

The risk of becoming sick or injured. 
Health insurance exists to protect against the cost of medical 
care, which can be unpredictable, expensive, and financially 
devastating. 

Everything else — disability insurance, long-term care, 
Medicare, group benefits — is a variation on these two themes. 

2. Why Life & Health Insurance Exists  

Life & Health insurance exists because: 

• medical care is expensive 
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• people depend on their income 

• families depend on each other 

• employers need healthy, productive workers 

• society needs a safety net 

• individuals want financial security 

Without insurance, a serious illness or early death could wipe 
out a lifetime of savings. Insurance spreads these risks across 
large groups of people so no one person bears the full cost 
alone. 

This is the same logic you saw in Volume 1 — risk pooling — but 
applied to the most personal risks we face. 

3. How Life & Health Differs from Property & 
Casualty  

Although both branches use the same basic tools — 
underwriting, pricing, claims, distribution — the logic of Life & 
Health is fundamentally different. 

1. The risks are biological, not physical 

P&C deals with fires, storms, lawsuits, and accidents. 
L&H deals with bodies, health, aging, and longevity. 

2. The time horizon is longer 

Life insurance can last decades. 
Health insurance renews annually but is tied to lifelong health 
patterns. 
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3. The emotional stakes are higher 

Buying life insurance is not like buying auto insurance. 
It involves family, mortality, and long-term planning. 

4. The government plays a larger role 

Medicare, Medicaid, the ACA, ERISA — these programs shape 
the entire market. 

5. The economics are different 

Life insurance often has front-loaded commissions and 
long-term persistency. 
Health insurance involves networks, negotiated rates, and 
medical inflation. 

Understanding these differences will help the reader navigate 
the rest of the volume. 

4. The Life & Health Ecosystem at a Glance  

The Life & Health world is a complex network of: 

• insurers 

• reinsurers 

• agents and brokers 

• IMOs, FMOs, and BGAs 

• employer benefit plans 

• Medicare and Medicaid 

• ACA exchanges 

• hospitals and doctors 

• pharmacy benefit managers 
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• third-party administrators 

This ecosystem is larger and more interconnected than P&C 
because it touches nearly every aspect of human life — birth, 
work, illness, aging, and death. 

Later chapters will break this ecosystem into clear, 
understandable parts. 

5. The Promise at the Heart of Life & Health 
Insurance 

Every Life & Health policy, no matter how complex, makes one 
of two promises: 

1. If something happens to you, we will help your family. 

This is the promise of life insurance. 

2. If something happens to your health, we will help you. 

This is the promise of health insurance. 

These promises are simple, but delivering them requires: 

• actuarial science 

• medical underwriting 

• provider networks 

• government regulation 

• distribution channels 

• claims adjudication 

• long-term financial management 

This volume will show the reader how all of these pieces fit 
together. 
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6. How This Volume Is Organized  

To help the reader see the system clearly, this volume is divided 
into six parts: 

1. Foundations of Life & Health 

2. Life Insurance 

3. Health Insurance 

4. The Business of Life & Health 

5. Emerging Risks & The Future 

6. Putting It All Together 

Each part builds on the last, moving from the basic logic of 
mortality and morbidity to the practical realities of 
underwriting, claims, pricing, and regulation. 

By the end of this volume, the reader will understand not just 
how Life & Health insurance works, but why it works the way it 
does — and how it fits into the broader insurance ecosystem.
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Chapter 2 — The Life & Health 
Ecosystem 

Protection is not the work of one institution, but the harmony of 
many. — Insurance Confucius 

Life & Health insurance doesn’t operate in 
isolation. It sits inside one of the most 
complex, interconnected ecosystems in the 
financial world — a system that touches 
families, employers, hospitals, doctors, pharmacies, 
government programs, and the insurers that tie it all 
together. 

If Property & Casualty insurance is a network of risks 
and contracts, Life & Health is a network of people 
and institutions. It spans birth, work, illness, aging, and 
death. Understanding this ecosystem is essential before 
diving into the specifics of life insurance, health 
insurance, underwriting, claims, or regulation. 
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This chapter gives you the map. 

1. The Core Players in the Life & Health 
Ecosystem 

At the center of the system are insurers, but they are 
only one part of a much larger network. Life & Health 
insurance depends on a coordinated set of institutions, 
each with its own role: 

• Insurers 

They design products, price risk, pay claims, and 
manage long-term financial obligations. 

• Reinsurers 

They absorb large or long-tail risks — mortality spikes, 
catastrophic health claims, longevity risk — and help 
stabilize the system. 

• Agents and Brokers 

They connect people to coverage, explain complex 
choices, and help families and employers navigate the 
system. 

• IMOs, FMOs, and BGAs 

These marketing organizations support independent 
agents with training, product access, and back-office 
support. 

• Employers 

In the U.S., employers are the primary distributors of 
health insurance and group life coverage. They are a 
central node in the ecosystem. 
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• Government Programs 

Medicare, Medicaid, and the Affordable Care Act (ACA) 
exchanges are not just “programs” — they are pillars of 
the entire system. 

• Hospitals, Doctors, and Clinics 

Health insurance cannot exist without the providers 
who deliver care. Their contracts, prices, and networks 
shape how insurance works. 

• Pharmacy Benefit Managers (PBMs) 
They negotiate drug prices, manage formularies, and 
influence the cost and availability of medications. 

• Third-Party Administrators (TPAs) 
They handle claims, enrollment, and administration for 
employers and insurers, especially in self-funded health 
plans. 

Each of these players interacts with the others. The 
system only works because they all work together — 
sometimes smoothly, sometimes not. 

2. Why the Life & Health Ecosystem Is More 
Complex Than P&C  

Property & Casualty insurance is complex, but it deals 
mostly with events — fires, accidents, storms, lawsuits. 

Life & Health deals with people, and people are 
complicated. 

• Human biology is unpredictable 

Health conditions vary widely. Aging is universal but 
uneven. Medical costs can spike without warning. 
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• The government is deeply involved 

Medicare, Medicaid, the ACA, ERISA — these programs 
shape the rules, the markets, and the economics. 

• Employers are central to distribution 

Most Americans get health insurance through work. 
That makes employers a structural part of the 
ecosystem. 

• Providers and insurers negotiate constantly 

Networks, reimbursement rates, and contracts shape 
the entire health insurance experience. 

• The emotional stakes are higher 

Life insurance deals with mortality. 
Health insurance deals with illness, pain, and 
vulnerability. 

The result is an ecosystem that is larger, more 
interconnected, and more sensitive to social, economic, 
and political forces than any other branch of insurance. 

3. The Flow of Money, Risk, and Information  

To understand Life & Health insurance, it helps to see 
how the system actually moves. 

Money flows 

• Individuals and employers pay premiums. 

• Insurers pay providers for care. 

• Government programs subsidize coverage or pay claims 
directly. 

• Reinsurers absorb large or long-term risks. 
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Risk flows 

• Individuals transfer mortality and morbidity risk to 
insurers. 

• Insurers transfer catastrophic or long-tail risk to 
reinsurers. 

• Employers transfer health cost volatility to insurers or 
TPAs. 

Information flows 

• Providers send claims data to insurers. 

• Insurers send eligibility and coverage information to 
providers. 

• Brokers and agents guide individuals and employers. 

• Government programs set rules and collect data. 

Life & Health insurance is essentially a risk-financing 
and information-processing system built around 
human health and longevity. 

4. The Three Markets Inside Life & Health  

Life & Health isn’t one market — it’s three overlapping 
markets, each with its own logic. 
To understand how the system works, it helps to look at 
these markets one by one: 

A. The Individual Market 

People buy life insurance, disability insurance, 
long-term care, and individual health plans. 
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B. The Employer Market 

Employers sponsor group health, group life, disability, 
dental, and vision plans. 

C. The Government Market 

Medicare, Medicaid, and ACA exchanges form a parallel 
system that covers tens of millions of people. 

These markets overlap, compete, and influence each 
other. A change in one often ripples through the others. 

5. Why This Ecosystem Matters for the Rest 
of the Book  

Every chapter that follows — life insurance, health 
insurance, underwriting, claims, pricing, distribution, 
regulation — sits inside this ecosystem. 

Understanding the ecosystem helps the reader 
understand: 

• why life insurance products look the way they do 

• why health insurance is so regulated 

• why medical costs drive premiums 

• why distribution channels differ 

• why employers play such a large role 

• why government programs shape the entire market 

This chapter gives the reader the map. 
The rest of the volume will fill in the details.
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Chapter 3 — The Risk Architecture 
of Life & Health 

To protect a life, first understand the uncertainties that 
shape it. — Insurance Confucius 

Every branch of insurance has a core logic 
— a way of understanding risk that shapes 
its products, pricing, underwriting, claims, 
and regulation. In Property & Casualty, the logic is 
built around events: fires, accidents, storms, lawsuits. 
In Life & Health, the logic is built around people: their 
bodies, their health, their work, their aging, and their 
longevity. 

This chapter explains the four fundamental risks that 
define the Life & Health world: 

• mortality risk 

• morbidity risk 

• longevity risk 



 

16 

 

• income-interruption risk 

Once you understand these risks, everything else in the 
volume — life insurance, health insurance, disability, 
long-term care, underwriting, pricing, distribution, 
regulation — becomes easier to see. 

1. Mortality Risk: Dying Too Soon  

Mortality risk is the simplest and oldest form of human 
risk: the risk of dying earlier than expected. 

Life insurance exists to soften the financial shock of an 
early death: 

• replacing income 

• paying debts 

• covering final expenses 

• protecting dependents 

• giving families time to recover 

Mortality risk is predictable at the population level — 
mortality tables have existed for centuries — but 
unpredictable at the individual level. That’s why pooling 
works so well. 

Mortality risk is the foundation of: 

• term life insurance 

• whole life 

• universal life 

• variable life 
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• group life 

• final expense policies 

2. Morbidity Risk: Getting Sick or Injured  

Morbidity risk is the risk of becoming sick or injured. It is 
more complex than mortality risk because: 

• illnesses vary widely 

• medical costs are unpredictable 

• treatments evolve 

• prices differ by provider 

• utilization patterns change over time 

Health insurance exists to protect against the financial 
consequences of morbidity: 

• hospitalizations 

• surgeries 

• chronic conditions 

• prescription drugs 

• preventive care 

• mental health treatment 

Morbidity risk is the foundation of: 

• major medical insurance 

• Medicare and Medicaid 

• ACA marketplace plans 

• supplemental health plans 
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• dental and vision 

• critical illness and accident policies 

Unlike mortality, morbidity is heavily influenced by 
behavior, environment, technology, and public 
policy — which is why health insurance is so regulated 
and so politically sensitive. 

3. Longevity Risk: Living Longer Than 
Expected 

Longevity risk is the opposite of mortality risk. It is the 
risk of living longer than expected — and outliving your 
savings, your health, or your ability to care for yourself. 

Longevity risk is the foundation of: 

• annuities 

• long-term care insurance 

• hybrid life/LTC products 

• retirement income planning 

• Medicare and Medicaid policy 

As life expectancy increases, longevity risk becomes 
more important. It is one of the biggest financial 
challenges of the 21st century. 

Longevity risk interacts with morbidity risk: the longer 
people live, the more likely they are to experience 
chronic conditions, disability, or long-term care needs. 
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4. Income-Interruption Risk: Losing the 
Ability to Work  

Income-interruption risk is the risk of being unable to 
work due to illness or injury. It sits at the intersection of 
mortality and morbidity. 

This risk is the foundation of: 

• short-term disability insurance 

• long-term disability insurance 

• employer-sponsored disability plans 

• Social Security Disability Insurance (SSDI) 

Income-interruption risk is one of the most financially 
devastating risks for working families — yet one of the 
least understood. Disability insurance is often 
overlooked, even though the probability of a long-term 
disability is far higher than the probability of an early 
death. 

5. How These Risks Interact  

These four risks do not exist in isolation. They overlap 
and influence each other: 

A. Morbidity increases longevity costs 

Chronic conditions drive long-term care needs. 

B. Longevity increases morbidity exposure 

The longer people live, the more medical care they 
need. 
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C. Morbidity drives income-interruption risk 

Illness and injury are the primary causes of disability. 

D. Mortality risk shapes pricing and persistency 

Life insurers depend on long-term policy behavior. 

Understanding these interactions helps explain why Life 
& Health insurance is more complex than P&C — and 
why the ecosystem includes so many players (providers, 
PBMs, government programs, employers, reinsurers). 

6. Why This Risk Architecture Matters  

Every product in the Life & Health world is built on one 
or more of these risks: 

• Term life → mortality 

• Whole life → mortality + savings behavior 

• Major medical → morbidity 

• Disability → morbidity + income interruption 

• Long-term care → morbidity + longevity 

• Annuities → longevity 

• Medicare → morbidity + longevity 

• Group benefits → all four risks in a workplace context 

Once the reader understands the underlying risk 
architecture, the rest of the volume becomes much 
easier to navigate. 
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This chapter gives the structural logic. 
The next chapters will show how that logic becomes 
products, markets, and systems. 
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