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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 alarge medical hill.
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 becomeill. In effect, insurance companies act to transfer
insurance premiums from those who remain healthy to those who becomeill. 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
alargelosstoincurring asmaller 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 becomeiill.

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 problemsthat 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:
Joshua Johnson:

Have you spare time for just a day? What do you do when you have much more or little spare time? Y eah,
you can choose the suitable activity intended for spend your time. Any person spent their own spare time to
take a move, shopping, or went to typically the Mall. How about open or even read a book entitled The
Theory of Demand for Health Insurance (Stanford Business Books)? Maybe it isto be best activity for you.
Y ou know beside you can spend your time along with your favorite's book, you can better than before. Do
you agree with it is opinion or you have different opinion?

George Hale:

This The Theory of Demand for Health Insurance (Stanford Business Books) book is simply not ordinary
book, you have after that it the world isin your hands. The benefit you get by reading this book will be
information inside this reserve incredible fresh, you will get info which is getting deeper anyone read alot of
information you will get. This The Theory of Demand for Health Insurance (Stanford Business Books)
without we know teach the one who studying it become critical in contemplating and analyzing. Don't
aways be worry The Theory of Demand for Health Insurance (Stanford Business Books) can bring any time
you are and not make your tote space or bookshelves' become full because you can have it in your lovely
laptop even cellphone. This The Theory of Demand for Health Insurance (Stanford Business Books) having
great arrangement in word as well as layout, so you will not feel uninterested in reading.

Gregory McKinney:

Y ou are able to spend your free time to read this book this e-book. This The Theory of Demand for Health
Insurance (Stanford Business Books) is simple bringing you can read it in the park, in the beach, train as well
as soon. If you did not get much space to bring typically the printed book, you can buy often the e-book. It is
make you quicker to read it. Y ou can save typically the book in your smart phone. Therefore there are alot
of benefits that you will get when you buy this book.

L oretta Jones:

Don't beworry if you are afraid that this book will probably filled the space in your house, you might have it
in e-book approach, more simple and reachable. This specific The Theory of Demand for Health Insurance
(Stanford Business Books) can give you alot of good friends because by you checking out this one book you
have matter that they don't and make anyone more like an interesting person. This specific book can be one
of astep for you to get success. This publication offer you information that probably your friend doesn't
understand, by knowing more than additional make you to be great folks. So , why hesitate? Let me have
The Theory of Demand for Health Insurance (Stanford Business Books).
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