
Econ 190: Issues in U.S. Healthcare
Spring 2015

Professor: Ian McCarthy

Class: TTH 2:30 – 3:45pm

Room: FEW 129

Office: Rich 319

Office Hours: TTH 12:30 – 2:15pm

Email: ian.mccarthy@emory.edu

Course Description

Health care markets are unique in many ways, including incomplete information on the prices and

quality of health care services, incomplete information on what health services are needed, asymmetric

information between individuals and insurers as well as between individuals and physicians, modified

incentives through the provision of health insurance, and the perception of health care as a fundamental

right rather than a standard consumer good. In the U.S., health care markets are further complicated

by the fragmented nature of the health care system, including the market for health insurance as well

as hospital and physician services. Health economics helps to shed light on these important issues and

is a rapidly growing field with an increasing role in public policy.

The course is designed to introduce students to selected topics in health economics. We will

examine the institutional features of the U.S. health care market and demonstrate the importance

of analyzing health care markets using economic analysis, particularly microeconomics. This course

broadly examines the economic justification and implications of recent U.S. health care policy, focusing

in particular on health insurance choice as well as hospital and insurance market structure. We will

cover basic microeconomics concepts including opportunity costs, adverse selection, moral hazard, and

strategic interaction, among others.

Course Objectives

Understanding health economics as a student is difficult as many of us have not yet been exposed to

the healthcare system. Purchasing a health insurance plan, choosing a doctor, visiting a specialist,

being admitted to a hospital, paying a hospital bill - these are decisions and activities that we often

don’t make as young adults. My goal is that, by the end of this course, you will:

1. Understand the overall structure of the U.S. healthcare system

2. Understand how different entities in our healthcare system interact

3. Discuss basic microeconomic concepts such as adverse selection and their role in healthcare

markets

4. Discuss recent U.S. healthcare policy and the role of economics in developing and understanding

such policies



Text and Other Materials

Two textbooks are suggested for this class. Johnson-Lans (2005) will be our primary resource through-

out the semester. We will turn to Emanuel (2014) for our discussions on the Affordable Care Act.

1. Emanuel, E. Reinventing American Health Care. Philadelphia, PA: PublicAffairs, 2014.

2. Johnson-Lans, S. A Health Economics Primer. Upper Saddle River, NJ: Prentice Hall, 2005.

Course Outline

Below is a preliminary outline of topics and assignments throughout the semester. Based on our

collective interests and discussions, these topics may change somewhat; however, the due dates and

exams will remain.

Week 1 1/12 - 1/16 The U.S. healthcare system and demand for medical care
Week 2 1/19 - 1/23 Demand for health insurance
Week 3 1/26 - 1/30 Adverse selection in insurance markets

Homework 1 Due 1/27
Week 4 2/2 - 2/6 Moral hazard in insurance
Week 5 2/9 - 2/13 Exam 1 (2/10) and Review

Film, The Waiting Room, 2/11
Week 6 2/16 - 2/20 Employer-provided health insurance

Homework 2 Due 2/19
Week 7 2/23 - 2/27 Medicare and Medicaid
Week 8 3/2 - 3/6 Competitiveness in the insurance market

Exam 2 (take-home exam) due 3/5
Week 9 3/9 - 3/13 Spring Break
Week 10 3/16 - 3/20 Interacting with health care providers

Homework 3 due (3/19)
Week 11 3/23 - 3/27 Hospital reimbursement
Week 12 3/30 - 4/3 Mergers and competitiveness of hospital markets

Homework 4 due (3/31)
Week 13 4/6 - 4/10 Rationing in Healthcare

Exam 3 (4/9)
Week 14 4/13 - 4/17 Physician services with two payers
Week 15 4/20 - 4/24 Physician/hospital relationships

Homework 5 due (4/24)

2



Assignments

Homework Assignments

• Homework 1: Traditional homework assignment consisting of no more than 10 questions.

• Homework 2: 1-2 page summary of the film, Waiting Room, describing: 1) your personal take-

aways from the film; and 2) a discussion of health care as a consumer good versus a fundamental

right and what this distinction means for designing healthcare policy.

• Homework 3: Traditional homework assignment consisting of no more than 10 questions.

• Homework 4: One-page discussion of the differences between fee-for-service reimbursement,

shared savings in accountable care organizations, and bundled payments.

• Homework 5: Each student must lead the class in a 15 minute discussion at one point throughout

the semester. In doing so, you should find a news story or some policy paper on a recent

health topic of interest to you, research some of the economics behind this policy, consider the

policy’s implications, and bring these issues/questions to the class for discussion. Individuals can

volunteer or be randomly selected throughout the semester to lead in discussion, and all such

discussion must take place by the final day of class.

Where relevant, each homework assignment must be turned in at the beginning of the class for which

the assignment is due. Late homework will not be accepted.

Exams

There will be four total exams for the class. The first three exams will cover only new material, while

the final exam will be cumulative. Note that Exam 2 is a take-home exam in which you will be asked

to research two new developments in health economics and/or health policy. All other exams with

follow a more traditional format and must be completed in class.

Please notify me immediately if you will need other accommodations or if you already know of an

unavoidable scheduling conflict with an exam date. In general, I expect everyone to take the exam at

the scheduled time. Make-up exams are a privilege, not a right, and last minute accommodations will

only be made for valid reasons with appropriate documentation.

Participation

For randomly selected classes, I will ask everyone to provide a “minute paper” or a simple sign-

up sheet at the end of class. Minute papers are 2-3 sentences in response to a question regarding

the content or discussion from that class. Each minute paper or sign-up sheet you complete counts

toward one participation point, and your overall participation grade will be calculated based on the

percentage of all such opportunities you completed throughout the semester. You can expect 8-12

possible participation points throughout the semester. This means that missing class, leaving early, or

showing up late risks around a 1 point deduction on your final numeric grade.

3



Evaluation

Final grades will be determined as follows:

Opportunity Percent
Homework 25 (5% each)
Exam 1 15
Exam 2 15
Exam 3 15
Final Exam 20
Participation 10

Your numeric grades will be translated into letter grades in accordance with the suggested grade

distribution of the Emory economics department. Details of this policy can be found at:

economics.emory.edu/home/undergraduate/major_minor_requirements.

Course Policies

All files and assignments for the course will be posted on Blackboard. To access the Blackboard main

page, go to classes.emory.edu and use your user ID and password to log in and select your course.

Grades and announcements about the class will also be posted on our Blackboard site.

For any writing assignment, I encourage you to consult with the Emory Writing Center for support

including grammar and structure. You can reach the writing center at 404-727-6451 or online.

The use of cell phones and laptops are not permitted in class, and you are expected to attend class

on time. Arriving late to class and using cell phones or laptops is disruptive and creates a negative

externality.

Academic Integrity and Honor Code

The Emory University Honor Code is taken seriously and governs all work in this course. Details about

the Honor Code are available online. By taking this course, you affirm that it is a violation of the code

to cheat on exams, to plagiarize, to deviate from the instructions about collaboration on work that is

submitted for grades, to give false information to a faculty member, and to undertake any other form

of academic misconduct. You agree that the teacher is entitled to move you to another seat during

examinations, without explanation. You also affirm that if you witness others violating the code you

have a duty to report them to the honor council.
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