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Why do people buy health insurance? Conventional theory holds that people purchase insurance because
they prefer the certainty of paying a small premium to the risk of getting sick and paying a large medical bill.
Conventional theory also holds that any additional health care that consumers purchase because they have
insurance is not worth the cost of producing it. Therefore, economists have promoted policies—copayments
and managed care—to reduce consumption of this additional, seemingly low-value care.

This book presents a new theory of consumer demand for health insurance. It holds that people purchase
insurance to obtain additional income when they become ill. In effect, insurance companies act to transfer
insurance premiums from those who remain healthy to those who become ill. This additional income
generates purchases of additional high-value care, often allowing sick persons to obtain life-saving care that
they could not otherwise afford.

Regarding risk, the new theory relies on empirical studies showing that consumers actually prefer the risk of
a large loss to incurring a smaller loss with certainty. Therefore, if consumers purchase insurance, it is not
because they desire to avoid risk. Instead, the new theory suggests consumers simply pay a premium when
healthy in exchange for a claim on additional income (effected when insurance pays for the medical care) if
they become ill.

Health insurance is substantially more valuable to the consumer under the new theory. The new theory
moreover implies that copayments and managed care—central health policies of the last 30 years—were
directed at solving problems that largely did not exist. Because these policies either reduced the amount of
income transferred to ill persons or limited access to valuable health care, they may have done more harm
than good. The new theory also provides a solid theoretical justification for insuring the uninsured and for
implementing national health insurance.
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From reader reviews:

William Sebastian:

Book is to be different for every grade. Book for children right up until adult are different content. As it is
known to us that book is very important usually. The book The Theory of Demand for Health Insurance
(Stanford Business Books) was making you to know about other expertise and of course you can take more
information. It is quite advantages for you. The publication The Theory of Demand for Health Insurance
(Stanford Business Books) is not only giving you much more new information but also to get your friend
when you really feel bored. You can spend your own personal spend time to read your book. Try to make
relationship together with the book The Theory of Demand for Health Insurance (Stanford Business Books).
You never experience lose out for everything when you read some books.

Lawrence Abbate:

Reading a e-book tends to be new life style on this era globalization. With examining you can get a lot of
information that will give you benefit in your life. Along with book everyone in this world may share their
idea. Guides can also inspire a lot of people. Plenty of author can inspire their reader with their story or even
their experience. Not only situation that share in the books. But also they write about the knowledge about
something that you need example. How to get the good score toefl, or how to teach children, there are many
kinds of book that exist now. The authors these days always try to improve their ability in writing, they also
doing some research before they write on their book. One of them is this The Theory of Demand for Health
Insurance (Stanford Business Books).

Floyd Brown:

The Theory of Demand for Health Insurance (Stanford Business Books) can be one of your nice books that
are good idea. Many of us recommend that straight away because this e-book has good vocabulary that will
increase your knowledge in language, easy to understand, bit entertaining but nevertheless delivering the
information. The writer giving his/her effort to get every word into enjoyment arrangement in writing The
Theory of Demand for Health Insurance (Stanford Business Books) yet doesn't forget the main place, giving
the reader the hottest and also based confirm resource details that maybe you can be certainly one of it. This
great information can drawn you into brand-new stage of crucial pondering.

Rosa Felton:

In this age globalization it is important to someone to find information. The information will make someone
to understand the condition of the world. The condition of the world makes the information quicker to share.
You can find a lot of recommendations to get information example: internet, newspaper, book, and soon.
You can observe that now, a lot of publisher that print many kinds of book. The actual book that
recommended for your requirements is The Theory of Demand for Health Insurance (Stanford Business
Books) this e-book consist a lot of the information from the condition of this world now. This kind of book



was represented how do the world has grown up. The language styles that writer use for explain it is easy to
understand. Often the writer made some investigation when he makes this book. That is why this book
suitable all of you.
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