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1. Relevant 
2. Adverse Selection  
3. Moral Hazard  
4. Self Selective  
5. Conditional Correlation  
6. Robust  
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2. Realistic Expectations 
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1.�Smoothed Average Density Function 
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1. Kernel Density 
2. Boxes 
3. Smoothed Bamps 
4. Band Width 
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1. Kolmogrov- Smirnov Test 
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 acprob insurcover 

 Coef. P>|z| Coef. P>|z| 
iv_3 -.85084 0.000 .079385 0.002 
iv_4 -.21418 0.000 .0165549 0.357 
iv_5 -.08206 0.070 -.3109552 0.000 
iv_6 -.28620 0.000 .5342693 0.000 
iv_7 -.36934 0.000 -.3332815 0.000 

_cons -.32371 0.000 .5964445 0.000 
/athrho .1494432� �.011399 13.11 0.000 

rho .1483405 .0111482   

Likelihood-ratio test of rho=0: Chi2(1)= 173.149(0.000) 
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2. Skewness_Kurtosis for Normality 
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Ksmirnov t1= normal (t1) 

One-sample Kolmogrov-Smirnov test against theoretical distribution normal(t1) 
Smaller group D P-value Corercted 

t1: 0.0419 0.848  
Cumulative: -0.4436 0.000  

Combined K-S: 0.4436 0.000 0.000 
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Sktest  t1, no�adjust Skewness/Kurtosis tests for normality 

variable Pr(Skewness) Pr(Kurtosis) Chi2(2) Prob>chi2 
t1 0.039 0.002 13.81 0.0010 
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Ksmirnov t2= normal (t2) 

One-sample Kolmogrov-Smirnov test against theoretical distribution normal(t2) 
Smaller group D P-value Corercted 

t2: 0.4748 0.000  
Cumulative: -0.4998 0.000  

Combined K-S: 0.4998 0.000 0.000 
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