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TEXTS:  

S. Folland, A. Goodman, M. Stano (FGS),  The Economics of Health and Health Care, 4th ed., Prentice-Hall, 2004.

P. Feldstein (PF),  Health Policy Issue: An Economic Perspective on Health Reform, 3rd ed., Health Administration Press, 2003.

FGS provides the theoretical framework used by economists to cover most major topics found in the contemporary literature.  It also has an extensive bibliography.  PF provides a quick snapshot of a large number of policy issues, and is much easier reading than FGS.  

There are also many academic and professional journals that are outlets for health economists.  In terms of immediacy, relevance, and readability, I would place Health Affairs (http://www.healthaffairs.org/) at the top of the list.  I also recommend that you register with Health Leaders (http://www.healthleaders.com) and Medscape (http://www.medscape.com) to receive timely information on just about every facet of the health economy.

OBJECTIVES

The primary purpose of the course is to examine the framework and analytical methods economists use to study the health economy and address key policy issues.  Students need to be very comfortable with basic economic tools (e.g., demand-supply, elasticity, marginal analysis, production functions).  The principal method of learning is through thoughtful discussion and written analysis.

By the end of the course, students will be familiar with:

-the role of the health sector in the U.S. economy and the major health players

-the role of markets in consumption and production decisions

-the role of insurance and the organization of insurance markets

-the nature of information problems in health care and their effects

-specific health care markets such as the pharmaceutical and hospital industries

-major government programs and policy issues

GRADING

Class participation  
30%

Assignments

40%

Four assignments of about 750-1000 words each.  

Each assignment will be an extension, critiques, or further evaluation of the material in FGS or PF.  Students are encouraged to partner to take opposing views on an issue (e.g., Should the U.S. impose price controls on prescription drugs?).  The first one is due on February 7--the last one on or before May 1.  Each student will be expected to present at least one assignment in class.

Paper


30%

The paper should be a more in-depth analysis of about 2,500-3,500 words on a topic of your choice.  It must include at least a half-dozen references to established sources.  Presentations of your paper will be held over May 14/15.

GUEST LECTURERS

( Ronald Horwitz (Professor Emeritus, Oakland University): Medicare’s Inpatient Prospective Payment System —Jan. 24

( Shawn Lombardo (Assistant Professor, Library):  Making the Most of the Health Care Library and Internet Resources Available at OU (Room 225A Kresge Library)—Feb. 20

( George Kuljurgis (Blue Cross-Blue Shield of Michigan): BCBCM Professional Reimbursement—March 20

COVERAGE 

It is impossible to cover all the material in the chapters below.  Every week, I will provide an overview of the main areas/issues with corresponding chapter pages.

Weeks 1/2:  Introduction/Micro Review


FGS:   1—Introduction


           2—Microeconomic Tools for Health Economics (review as needed)


PF:
1—The Rise in Medical Expenditures 



2--How Much Should We Spend on Medical Care? 


Horwitz, R: “Medicare’s Inpatient Prospective Payment System” (Guest



Lecture—January 24).


Levit, K., et al, “Health Spending Rebound Continues in 2002,” Health Affairs,



Jan/Feb. 2004.

Week 3:  Applying the Basic Tools


FGS:   16—The Pharmaceutical Industry


5—The Production of Health (skim)

PF:
3—Do More Expenditures Produce Better Health?


23—The High Price of Prescription Drugs


25—Why Are Prescription Drugs Less Expensive Overseas?


24—Ensuring Safety and Efficacy of New Drugs: Too Much of 

       a Good Thing 


Goldman, et al., “Employee Response to Health Insurance Premium Increases,”



American Journal of Managed Care, January 2004:41-47.


Smith, C., “Retail Drug Spending in the National Income Accounts,” Health


Affairs, Jan/Feb 2004.


Relman, A., and M. Angell, “America’s Other Drug Problem,” The New

Republic, December 16, 2002, 27-41.


Cockburn, I., “The Changing Structure of the Pharmaceutical Industry,” 



Health Affairs,  Jan/Feb. 2004.

Week 4:  Demand and Supply of Health Care


FGS: 
8—Consumer Choice and Demand  (pp. 163-178)


FGS:
13—The Production, Cost, and Technology of Health Care  (pp. 96-114)


PF: 
5—Rationing Medical Services


PF: 
17—Can Price Controls Limit Medical Expenditure Increases?


Paramore, C., and P. Manishi, “Is Increased Health Care Spending Worth



The Cost? MEDTAP International?” (February 2004)

 http://www.medtap.com/Products/HP_ExecutiveSummary.pdf

Week 5:  Information Issues


FGS:  
9—Asymmetric Information and Agency


FGS: 
10—Imperfect Information: Supplier-Induced Demand and Small Area




Variations


PF:
19—How will the Internet Change Health Care?


Newhouse, J.P., “Why is there a Quality Chasm?,” Health Affairs, July/August



2002: 13-25.


Nichols, L.M., et al, “Are Market Forces Strong Enough to Deliver Efficient 

Health Care Systems?  Confidence is Waning,” Health Affairs, March/April 2004, pp. 8-21.  See also perspectives by Butler (pp. 22-23) and Enthoven (pp. 25-27).


Devers, K.J., et al., “What is Driving Hospital Patient safety Efforts?’ Health
Affairs, March/April 2004, pp. 102-115.

.

Week 6:  Insurance/Managed Care


FGS:  
7—The Demand and Supply of Insurance  (pp. 141-146, 152-156)


FGS:
11—The Organization of Health Insurance Markets  (pp. 225-233)


FGS:
12—Managed Care  (pp. 251-262)


PF:
6--How Much Health Insurance Should Everyone Have?


PF:
7—Why are Those who Most Need Health Insurance Least Able to Buy

        it?


PF:
18--Managed Care Competition 


Keckley P.H., “Evidence-Based Medicine in Managed Care:  A Survey of Current



And Emerging Strategies,” Medscape General Medicine 6(2), 2004.


Polsky, D., “Why are Managed Care Plans Less Expensive:  Risk Selection,



Utilization, or Reimbursement,” Journal of Risk and Insurance 71(1),



2004:21-40

Week 7:  Nonprofit Firms and Hospitals


FGS:  
13—The Role of Nonprofit Firms  (pp. 281-289)


FGS:
14—Hospitals and Long-Term Care (pp. 305-314)


PF:
14—Do Nonprofit Hospitals Behave Differently than For-profit

         Hospitals?


PF:
15—Competition Among Hospitals; Does it Raise or Lower Costs?


PF:
16—Cost Shifting

Week 8:  Labor Markets


FGS:  
15—Health Care Labor Markets and Professional Training (pp. 323-336)


PF:
11—Does a Physician Surplus Exist?


PF:
12—The Changing Practice of Medicine


PF:
21—Why is Getting into Medical School so Difficult?


PF:
22—The Shortage of Nurses

Week 9:  Government Intervention/Regulation/Programs (if time permits)


FGS:   20-22  (selective material)


PF:
28, 31-34 (selective)


Davis, Karen, National Health Insurance: Benefits, Costs, Consequences,



Brookings Institution, Washington, 1974.


The Physician Working Group for Single-Payer National Health Insurance,



“Proposal of the Physicians’ Working Group for Single-Payer National

Health Insurance,” JAMA, August 15, 2003, pp. 798-805.


Lewis, S., et al., “The Future of Health Care in Canada,” British Medical Journal,



October 20, 2003.


Hamilton, B., et al., “Queuing for Surgery: Is the U.S. or Canada Worse Off?



Review of Economics and Statistics, May 2000, pp. 297-308.


Clinton, H.R., “Now Can We Talk About Health Care?” New York Times

Magazine, April 18, 2004.

Week 10:  Presentation of Papers/Celebration
















