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COURSE SYLLABUS 

 

SHORT TITLE: HEALTH POLICY 

 

 

FULL TITLE: HEALTH POLICIES WITH MACROECO-

NOMIC AND BUSINESS IMPLICATIONS 
 

 

Instructor 
 

Peter MIHALYI, Prof. 

Department of Economics and Business 

Central European University 

 

Winter 2017/2018  

Course level: MA, MSc 

Course Term: 1st year, 2nd year 

 

6 CEU credits (ECTS) 

Course e-learning site: http://ceulearning.ceu.edu/ 

 

Office hours:  …. or by appointment, Room: Nador street 13, Room 602 

 

 

Course Description  
 

This course will introduce students to the theory, practice and reform of healthcare systems and 

health policies.  We will examine how such systems supposed to work, how they actually work, 

and how they can and cannot be reformed.  Given the size of the sector, the macroeconomic 

implications of various health policies will be very much in the focus of the course.  Whereas 

doctors and hospitals focus on producing health care, what people really want is health. Health 

care is just a means to that end — and an increasingly expensive one.   But from an economist’s 

point of view the fundamental equation is simple: every healthcare dollar spent is a dollar earned 

by someone providing services in the sector.  Thus the business implications of various policies 

need to be also analyzed.   

 

This course is elective for students of the following programs (in order of relevance): 

 

 MA in Economic Policy in Global Markets 

 MA in Global Economic Relations 

 MSc in Technology Management and Innovation 

 MA in Economics 

 MSc in Business Analytics 

 

Cross-listing is also possible. 

 

http://ceulearning.ceu.edu/
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Familiarity with the basics of health economics is highly relevant now that advanced countries 

spend an increasing proportion of their GDP to finance the healthcare sector (10-18%).  Under-

standing the complexities of problems related to the supply of and the demand for healthcare 

services is particularly important for post-communist economies, since in this area there are no 

ready-made Western models which can be adopted lock-stock-and-barrel by the late-comers.  

Throughout the course, it will be repeatedly shown that the dictum of Nobel-prize winner Ken-

neth Arrow still holds: „The desire for the prolongation of life … we may take to be one of the 

most universal of all human motives.” 

 

The core body of the curriculum is closely integrated into the concept of evolutionary econom-

ics, the main tenet of which can be summarized in a short Darwinian dictum: “Life is about 

survival and reproduction, and not fitness or well-being.”   

 

In very broad terms, this course aims to provide students with an understanding of how their 

general analytical economic skills can be applied in a socially sensitive, policy-related area, 

such as health care.  Participants will realize quickly that the core concepts of economic science 

(e.g. scarcity, substitution, risk, cost-benefit analysis) are all applicable in this area, too. Econ-

omists agree that people react to incentives.  Pain and the threat of death are very strong incen-

tives. At the same time, however, other key concepts (e.g. consumer sovereignty) have only 

limited validity, because in contrast to most goods and services, the life and the health of indi-

viduals are not reproducible goods. 

 

 

Learning outcomes  
 

As already noted, one of the course’s aims is to familiarise students with the main tenets of 

evolutionary economics through the example of health economics.  By the end of the course, 

students will have read a good selection of the most important papers produced by the most 

eminent health economist over the past 25 years.  By doing so, they will learn the specialized 

terminology used by the medical profession – a language which is not easily understandable to 

laymen.  Students will be also required to familiarise themselves with the most widely used 

statistical data provider institutions, such as the WHO, the World Bank, OECD Health Data 

Base, etc.    

 

By the end of this course, students will be able to: 

 

 formulate research questions designed to test, refine, and build theories in the area of 

health economics; 

 interpret research findings and draw appropriate conclusions;  

 evaluate critically the quality of research by others; 

 formulate a complete and logical plan for data analysis used in their academic thesis dur-

ing the 2nd year of the MA  program.  

 

This course is a natural introduction to the Health Economics course of the Spring Semester. 

 

Course Requirements 

   

Successful class interaction depends on all students being familiar with the assigned reading.  

Students who come to class unprepared to discuss the assigned materials not only diminish their 

own involvement with course but unfairly „free-ride” on the preparations of others.  Attend-

ance lists will be prepared on a regular basis.   
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All required readings will be provided in the Course Reader. Additional recommended mate-

rials will be provided by the instructor.  A copy of the Reader will also be available in the CEU 

Library.   All documents will be made available on the CEU’s E-learning website:  http://ceu-
learning.ceu.edu/ 

 

Depending on actual course size, participants will have the possibility to prepare 15-20 minute 

life presentations (with slides and distributed handouts) on a pre-agreed topic. One week be-

fore the course ends, the participants are required to hand in an 8-10 page long essay on a pre-

agreed topic.  This essay should be of quantitative nature (but not necessarily econometric) 

analyzing the health status of the population in one country or a health relevant problem, such 

as smoking, obesity, etc.  The timely delivery of the paper is a pre-condition to the written 

examination. 

 

In early March, the course will end with a written examination based on 10-15 questions of 

different levels of complexity.  The maximum number of points is equal to 100.  This is a closed 

book exam.  Class attendance is mandatory.   

 

 

The assessment will take place according to the following proportions: 

 

(1)  Regular presence at the classes (mandatory, except for medical or other justifiable rea-

sons):                                                                                                                                      0% 

 

      (2) Term paper (mandatory):                                                                                           25% 

      (3)  PowerPoint presentation (optional or mandatory depending on course’s size)        15%  

       

      (4) Written, closed book exam                                                                                         60% 

 

TOTAL               100% 

 

 

 

COURSE SCHEDULE 

 

No. Subject Presentation possibili-

ties 

1 Introduction.  Health and biology, as the fun-

damentals of economic science 

Biological determinants. 

The range of diseases.   

The monetary value of life. 

 

 

2 The use of medical, economic and business  

terminology in health economics 

Health as an economic problem. 

Diminishing returns. 

The cost disease   

 

3 The basics of demography 

 

Eberstadt, N. (2000): The 

Demographic Future. 

http://ceulearning.ceu.edu/
http://ceulearning.ceu.edu/
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Life expectancy.  Health as a dependent and as 

an independent variable. 

Growth and the demographic transition. 

Ageing. 

What Population Growth – 

and Decline – Mean for 

the global economy 

4 Health statistics.  Basic concepts and sources 

of data 

 

Mortality and morbidity. 

Healthcare expenditures (public, private) 

Data sources: WHO, EU, OECD, World Bank, 

Gapminder. 

Gapminder. 

5 Changing perception of health, illness and the 

role of physicians 

 

Spiritualism (barbers and magicians). 

Mechanical analogy. 

The central function of pain and the possibility 

of mitigating pain. 

Biomedical approach. 

Forward and backward pointing social links. 

Postmodern healthcare. 

The Hippocratic oath. 

6 Health – a priceless commodity.  The special 

features of healthcare markets 

 

Extremely large variation of healthcare needs 

Limited consumer sovereignty. 

Asymmetric information. 

Experience good, merit good, public good and 

positional good. 

Supply induced demand. 

Oligopolistic markets. 

Medical care is ineffective: people pay more 

and get less, than they ought to. 

 

7 Time preference and health.  New discoveries 

of behavioral economics. 

 

The link between health and education (+ IQ) 

Myopia of consumers 

Asymmetric risk taking behavior  

Smoking, drinking and the difficulties of 

breaking with these habits. 

Gary S. Becker (with Mi-

chael Grossman and Kevin 

M. Murphy): “Rational 

Addiction and the Effect 

of Price on Consumption”, 

The American Economic 

Review, 1991. No. 2. 

8 Inequality I.: The problem in general 

 

Gender and family status differences; genetic 

endowments; racial differences; accidents; geo-

graphic differences. 

International agreements (first and second 

generation of human right laws). 

Barghaus, K. – Cutler, D. 

M. et al. [2008]: “Under-

standing Racial Differ-

ences in Life Expectancy” 

(Manuscript) 

9 Inequality II.:  The social gradient  

 

Le Grand (1978) 
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The discovery of social medicine in the 18th 

century. 

The problem exists even in the NHS.  

The importance of trust and human capital. 

The health consequences of unemployment 

and income differentials. 

10 The pharmaceutical industry 

 

The protection of intellectual property rights, 

as a source of government-made monopoly. 

Own research (The ongo-

ing concentration process). 

11 Basic variants of healthcare financing systems 

since the late 19th century (I.)  

 

European continent: Bismarckian system, An-

glo-Saxon countries: NHS, former socialist coun-

tries: the Semashko model. 

Own research (Se-

mashko). 

12 Basic variants of healthcare financing systems 

since the late 19th century (II.)  

 

France, US and the Medical Savings Ac-

counts. 

Own research (Medical 

Savings Accounts). 

13 Health insurance (I.) 

 

General concepts: risk, adverse selection, sig-

naling. 

The concept of optimal health insurance. 

 

14 Health insurance (II.) 

 

Limitations of health insurance contracts 

Third party payment: a perverse financial in-

centive. 

The RAND Health Insur-

ance Experiment in the 

1970s. 

 

15 Obamacare: Pros and Cons 

 

Obama’s strategy: Prolonged introduction of 

the reform measures 

What was achieved by President Trump 

Own research (the Obama 

reform: HITECH Act of 

2009 + Affordable Care 

Act). 

16 Cost-benefit analysis in health care 

 

Cost effectiveness analysis. 

The concept of QALY. 

 

17 Cost containment efforts in OECD countries 

 

Evidence-based medicine. 

Rationing. 

Various forms of co-payments. 

Finding the right incentives for providers. 

Rationing vs. privatization of care. 

 

 

18 Health care reform in post-communist coun-

tries 

 

Own research. 
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Failed attempts to return to the Bismarckian 

model. 

The complete disintegration of socialist 

healthcare – the case of China. 

 

 

Recommended reading  

 

Marrée, J.  – Groenewegen, P. P. (1996):  Back to Bismarck: Eastern European Health Care 

in Transition, Aldershot: Avebury Ashgate Publishing House.  

Kaser, Michael (1976): Health care in the Soviet Union and Central Europe, London: 

Croom Helm.  

Peter Zweifel – Friedrich Breyer (1997): Health economics, New York – Oxford:  Oxford 

University Press.  

Fuchs, Victor R. (1986): The Health Economy, Cambridge, Ma. – London, UK: Harvard 

University Press.  

Spence, Michael – Lewis, Maureen (eds.) (2009): Health and Growth, Commission on 

Growth and Development, Washington, D. C.: The World Bank. 

 


