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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:

Jean Smith:

What do you think of book? It is just for students because they're still students or it for all people in the
world, exactly what the best subject for that? Only you can be answered for that problem above. Every
person has different personality and hobby per other. Don't to be pushed someone or something that they
don't need do that. You must know how great and also important the book The Theory of Demand for Health
Insurance (Stanford Business Books). All type of book can you see on many resources. You can look for the
internet methods or other social media.

Cicely Silber:

Reading a book being new life style in this season; every people loves to learn a book. When you learn a
book you can get a lots of benefit. When you read textbooks, you can improve your knowledge, because
book has a lot of information into it. The information that you will get depend on what kinds of book that
you have read. If you would like get information about your study, you can read education books, but if you
act like you want to entertain yourself you can read a fiction books, such us novel, comics, along with soon.
The The Theory of Demand for Health Insurance (Stanford Business Books) provide you with new
experience in studying a book.

Lillian Robbins:

As a scholar exactly feel bored to reading. If their teacher requested them to go to the library as well as to
make summary for some reserve, they are complained. Just tiny students that has reading's spirit or real their
interest. They just do what the trainer want, like asked to the library. They go to generally there but nothing
reading very seriously. Any students feel that reading is not important, boring and can't see colorful
photographs on there. Yeah, it is to become complicated. Book is very important in your case. As we know
that on this age, many ways to get whatever we want. Likewise word says, many ways to reach Chinese's
country. Therefore , this The Theory of Demand for Health Insurance (Stanford Business Books) can make
you truly feel more interested to read.

Jerry Jackman:

What is your hobby? Have you heard which question when you got learners? We believe that that query was
given by teacher with their students. Many kinds of hobby, Every individual has different hobby. And you
know that little person including reading or as reading through become their hobby. You must know that
reading is very important and book as to be the thing. Book is important thing to incorporate you knowledge,
except your own personal teacher or lecturer. You find good news or update regarding something by book.
Numerous books that can you choose to adopt be your object. One of them is this The Theory of Demand for
Health Insurance (Stanford Business Books).
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