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Health Economics 
ECO 6174 

 

Professor Catherine Deri Armstrong 
Fall 2014 

 

 

 
Class schedule: Wednesdays 11:30am – 2:30pm  

Faculty of Social Sciences, Room 4012   
 
  
Professor’s office hours:  Thursdays, 9:30 - 11:00am or by appointment 
     Office:    Faculty of Social Sciences Room 9036 
     Phone:  (613) 562-5800 x1690 
 
E-mail: CDArmstrong@uottawa.ca  
 

 

COURSE DESCRIPTION: 
 
This course is designed to introduce students to the issues, theories and practice 
of health and health care economics. The focus will be on current empirical 
research with particular attention to the Canadian health care system. 

 
EVALUATION: 

The mark breakdown will be as follows: 
 
Midterm Exam (October 8, 2014)  25%,  
Project Proposal*       
 Written Component   25% 
 Presentation      5% 
Critique*         5% 
Final Exam     40% 
 
The test and final exam are not optional. Should you miss the test due to illness, 
you will have one week to provide me with an official medical certificate.  
 

* Details for the project proposal and the critique will be provided in class. 
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ATTENDANCE: 
Attendance is not mandatory. However, I will not be making my lecture notes 
available to students and any material covered in class is ‘fair game’ for the 
midterm and the final exam. Should you miss a class, it is suggested that you get 
the missed notes from a classmate. 

 
READINGS: 
There is no required textbook for this course.  Many of the readings listed below 
are articles for which the University of Ottawa has an online subscription. Others 
will be made available on reserve.  
 
An excellent, though expensive, reference for much of the material we will cover 
is: 
 
Culyer, Anthony and Joseph Newhouse (editors), The Handbook of Health 
Economic, Elsevier Science (2000).   
 
A fairly good undergraduate text which covers many of the concepts we will 
discuss is: Folland, Sherman, Allen Goodman and Miron Stano, The Economics 
of Health and Health Care, (Prentice Hall). This textbook is available at the 
University bookstore.  
 
 

COURSE OUTLINE: 
 
Note that one topic may span several lectures and that, depending on time, not 
all topics may be covered.  Additional readings may also be assigned. 
 
 
1.   Introduction to Health Economics 
 
Arrow, Kenneth, 1963, “Uncertainty and Welfare Economics of Medical Care,” 
American Economic Review, 53(5), pp941-973. 
 
 
2.   Production of Health: Why are some people healthy and others not? 
 
Currie, Janet and Mark Stabile, 2003, “Socioeconomic Status and Child Health: 
Why is the Relationship Stronger for Older Children?,” American Economic 
Review, 93(5), p1813 – 1823.  
 
Dehejia, Rajeev and Adriana Lleras-Muney, 2004, “Boom Busts and Babies’ 
Health,” Quarterly Journal of Economics, 199(3) pp1091-1130. 
 
Evans, William, Matthew Farrelly and Edward Montgomery, 1999, “Do Workplace 
Bans Reduce Smoking?” American Economic Review, 89(4), pp728-747. 
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Goldman, Dana and Smith, James, 2002, “Can patient self-management help 
explain the SES health gradient?,” Proceedings of the National Academy of 
Sciences, 99, pp10929-10934. 
 
Grossman, Michael, 2000, “The Human Capital Model,” NBER Working Paper 
7078. 
 
Grossman, Michael, 2004, “The demand for health. 30 years later: a very 
personal retrospective and prospective reflection,” Journal of Health Economics, 
23, 629-636. 
 
Lleras-Muney, Adriana, 2005, “The Relationship between Education and Adult 
Mortality in the United States,” Review of Economic Studies, 72(1), 189-221. 
 
MacDonald, James Ted and Steven Kennedy, 2004, “Insights into the ‘healthy 
immigrant effect’: health status and health service use of immigrants to Canada,” 
Social Science and Medicine, 59(8), p 1613-1627. 
 
Margolis, Jesse, Hockenberry, Jason, Grossman, Michael and Shin-Yi Chou, 
2014, “Moral Hazard and Less Invasive Medical Treatments for Coronary Artery 
Disease: The case of cigarette smoking,” NBER Working Paper 20373.  
 http://www.nber.org/papers/w20373 
 
Ruhm, Christopher, 2000, “Are Recessions Good for Your Health?” Quarterly 
Journal of Economics, 115(2), pp617-650. 
 
 
3. Measuring ‘Health’ 
 
Baker, Michael, Stabile, Mark and Catherine Deri, 2004, “What do Self-Reported, 
Objective Measures of Health Measure?,” Journal of Human Resources, 39(4), 
1067-1093 
 
Crossely, Thomas and Steven Kennedy, 2002, “The reliability of self-assessed 
health status,” Journal of Health Economics, 21, 643-658. 
 
 
4.   Demand for Health Care 
 
Deri, Catherine, 2005, “Social Networks and Health Service Utilization,” Journal 
of Health Economics, 24(6), pp1076-1107. 
 
Dunlop, Sheryl, Peter Coyte and Warren McIsaac, 2000, “Socio-economic status 
and the utilization of physicians’ services: results from the Canadian National 
Population Health Survey”, Social Science and Medicine, 51, pp123-133. 
 

http://www.nber.org/papers/w20373
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Finkelstein Amy et al., 2011, “The Oregon Health Insurance Experience: 
Evidence from the First Year,” NBER Working Paper #17190. 
 
Manning W et al., 1987, “Health Insurance and the Demand for Medical Care: 
Evidence from a Randomized Experiment,” American Economic Review, 77(3), 
pp251-277. 
 
 
5.   Health Insurance Markets 
 
Akerlof, George, 1970, “The Market for Lemons,” Quarterly Journal of 
Economics, 84, pp488-500. 
 
Cutler, David and Sarah Reber, 1998, “Paying for Health Insurance: the Trade-off 
between Competition and Adverse Selection,” Quarterly Journal of Economics, 
113(2), pp 433-466. 
 
Gruber, Jonathan, 1994, “Incidence of Mandated Maternity Benefits,” American 
Economic Review, 84(3), pp622-41. 
 
Madrian, Brigitte, 1994 “Employment Based Health Insurance and Job Mobility: 
Is there evidence of job-lock?,” Quarterly Journal of Economics, 109(1), pp27-54. 
 
Stabile, M., 2001, “Private Insurance Subsidies and Public Health Care Markets: 
Evidence from Canada” Canadian Journal of Economics, 34(4), pp 921-42. 
 
Schmidt, Lucie, 2007, “Effects of infertility insurance mandates on fertility,” 
Journal of Health Economics, 26(3), pp 431-446. 
 
 
6.   Physician Behaviour: the Supply of Medical Care 
 
American Hospital Association, “Setting the Record Straight on TIME’s Article 
‘Bitter Pill’, February 28, 2013 
 
Brill S., “Bitter Pill: Why Medical Bills are Killing Us,” TIME, February 20, 2013. 
 
Chou, Shin-Yi, 2002, “Asymmetric Information, Ownership and Quality of Care: 
An Empirical Analysis of Nursing Homes,” Journal of Health Economics, 21(2), 
pp293-311. 
 
Crossley, Thomas, Hurley Jeremiah, and Sung-Hee Jeon, 2009, “Physician 
Labour Supply in Canada: a Cohort Analysis,” Health Economics, 18(4), pp437-
456. 
 

Currie, Janet and W. Benteley MacLeod, 2008, “First Do No Harm? Tort Reform 
and Birth Outcomes,” Quarterly Journal of Economics, 123(2), p795-830. 
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Dranove, David, Kessler, Daniel, McClelland, Mark and Mark Satterthwaite, 
2003, “Is More Information Better? The Effects of ‘Report Cards’ on Health Care,” 
Journal of Political Economy, 111(3), p555-588. 
 
Dranove, David and Paul Wehner, 1994, “Physician Induced Demand for 
Childbirths,” Journal of Health Economics,” 13(1), pp61-73. 
 
Gawande, Atul, “The Cost Conundrum,” The New Yorker, June 1, 2009, 
http://www.newyorker.com/reporting/2009/06/01/090601fa_fact_gawande 
 
Gruber, Jonathan and Maria Owings, 1996, “Physician financial incentives and 
cesarean section delivery,” The RAND Journal of Economics, 27 (1), p99-123. 
 
Kessler, Daniel and Mark McClelland, 1996, “Do Doctors Practice Defensive 
Medicine?” Quarterly Journal of Economics, 111(2), pp353-390. 
 
 
7.   The Tools of Economic Evaluations 
 
Ashenfelter O., Greenstone M., 2004, “Using Mandated Speed Limits to Measure 
the Value of Statistical Life,” Journal of Political Economy, 112(1): S226-S267. 
 
Atkinson, Scott and Robert Halvorsen, 1990, “The Valuation of Risks to Life: 
Evidence from the Market for Automobiles,” Review of Economics and Statistics, 
72(1), pp133-136.  
 
Gafni A, Birch S., 2003, “Inclusion of drugs in provincial drug benefit programs: 
Should “reasonable decisions” lead to uncontrolled growth in expenditures?,”  
Canadian Medical Association Journal, 168(7):849-51.  
 
 
 
8.  Social Insurance and Government Intervention 
 
Bitler, Marianne and Madeline Zavodny, 2001, “The effect of abortion restrictions 
on the timing of abortions,” Journal of Health Economics, 20(6), p1011-1032. 
 
Cutler, David and Jonathan Gruber, 1996, “Does Public Insurance Crowd-out 
Private Insurance,” Quarterly Journal of Economics, 111(2), pp391-430. 
 
Hanratty, Maria. 1996, “Canadian National Health Insurance and Infant Health,” 
American Economic Review, 86(1), pp276-384.  
 
Joyce, Theodore, “Did Legalized Abortion Lower Crime?,” 2004, Journal of 
Human Resources, 39(1), p 1-28. 
 

http://www.newyorker.com/reporting/2009/06/01/090601fa_fact_gawande
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Stabile, Mark, Audrey Laporte and Peter Coyte, 2006, “Household Responses to 
Public Home Care Programs,” Journal of Health Economics, 25, 674-701. 
 
Ward, Courtney, 2014, “Influenza Immunization Campaigns: Is an Ounce of 
Prevention Worth a Pound of Cure?,” American Economic Journal: Applied 
Economics, 6(1): 38-72. 
 
 
9.  Health System Reform  
 
Cutler, D.M. and Ly, D.P. (2011) “The (Paper) Work of Medicine: Understanding 
International Medical Costs,” Journal of Economic Perspectives, 25(2):3-26. 
 
Zirui Song, B.A. and Bruce E. Landon (2012), “Controlling Health Care Spending 
– The Massachusetts Experiment,” New England Journal of Medicine, 366:1560-
1561. 
 
 

Beware of Academic Fraud! 
 
Academic fraud is an act committed by a student to distort the marking of assignments, tests, 
examinations, and other forms of academic evaluation. Academic fraud is neither accepted nor 
tolerated by the University. Anyone found guilty of academic fraud is liable to severe academic 
sanctions. 
 
Here are a few examples of academic fraud: 

• engaging in any form of plagiarism or cheating;  

• presenting falsified research data;  

• handing in an assignment that was not authored, in whole or in part, by the student;  

• submitting the same assignment in more than one course, without the written consent of the 
professors concerned. 

In recent years, the development of the Internet has made it much easier to identify academic 
plagiarism. The tools available to your professors allow them to trace the exact origin of a text on the 
Web, using just a few words. 

In cases where students are unsure whether they are at fault, it is their responsibility to consult the 
University’s Web site at the following address: 
http://www.socialsciences.uottawa.ca/eng/writing_tools.asp « Tools for Writing Papers and 
Assignments ». 

Persons who have committed or attempted to commit (or have been accomplices to) academic fraud 
will be penalized. Here are some examples of the academic sanctions, which can be imposed: 

• a grade of « F » for the assignment or course in question; 

• an additional program requirement of between 3 and 30 credits; 

• suspension or expulsion from the Faculty. 

Last session, most of the students found guilty of fraud were given an « F » for the course and had 
between three and twelve credits added to their program requirement. 

For more information, refer to: 
http://www.uottawa.ca/academic/info/newsletter/fraud_e.html 

 

http://www.socialsciences.uottawa.ca/eng/writing_tools.asp
http://www.uottawa.ca/academic/info/newsletter/fraud_e.html


 7 

 
Policy on language quality and late submissions 

 
Class attendance is necessary to successfully complete this course. 
 
You will also be judged on your writing abilities. It is recommended to take the appropriate measures to 
avoid mistakes such as spelling, syntax, punctuation, inappropriate use of terms, etc. You may be penalized 
up to 15%, to the professor’s discretion. 
 
Late submissions are not tolerated. Exceptions are made only for illness or other serious situations deemed 
as such by the professor. There will be a penalty for late submissions. University regulations require all 
absences from exams and all late submissions due to illness to be supported by a medical certificate.  
 
Absence for any other serious reason must be justified in writing, to the academic assistants of the Faculty, 
within five business days following the date of the exam or submission of an assignment. The Faculty 
reserves the right to accept or refuse the reason. Reasons such as travel, jobs, or any misreading of the 
examination timetable are not acceptable.  
 
In the case of illnesses, medical certificates are accepted. However, the Faculty who needs additional 
information concerning a medical certificate or who wants to verify its authenticity must send it to the 
University of Ottawa Health Services (located at 100 Marie-Curie).  
 
A penalty of 5% will be given for each subsequent day following the due date (weekends not included). This 
goes for assignments submitted through e-mail as well, and, in this case, the time that the e-mail was 
received will be counted as the time of submission of the document.  
 
We suggest that you advise your professor as early as possible if a religious holiday or a religious event will 
force you to be absent during an evaluation. 

 
Resources for you 
 
Mentoring Centre - http://www.sciencessociales.uottawa.ca/mentor/fra/  
The goal of the Mentoring Centre is to help students with their academic and social well being during their 
time at the University of Ottawa. Regardless of where a student stands academically, or how far along they 
are in completing their degree, the mentoring centre is there to help students continue on their path to 
success. 
 
A student may choose to visit the mentoring centre for very different reasons. Younger students may wish 
to talk to their older peers to gain insight into programs and services offered by the University, while older 
student may simply want to brush up on study and time management skills or learn about programs and 
services for students nearing the end of their degree. 
 
In all, the Mentoring Centre offers a place for students to talk about concerns and problems that they might 
have in any facet of their lives. While students are able to voice their concerns and problems without fear of 
judgment, mentors can garner further insight in issues unique to students and find a more practical solution 
to better improve the services that the Faculty of Social Sciences offers, as well as the services offered by 
the University of Ottawa. 
 
Academic Writing Help Centre - http://www.sass.uottawa.ca/writing/ 
At the AWHC you will learn how to identify, correct and ultimately avoid errors in your writing and become 
an autonomous writer. In working with our Writing Advisors, you will be able to acquire the abilities, 
strategies and writing tools that will enable you to: 

 Master the written language of your choice  

 Expand your critical thinking abilities  

 Develop your argumentation skills  

 Learn what the expectations are for academic writing  
 
Career Services - http://www.sass.uottawa.ca/careers/ 
Career Services offers various services and a career development program to enable you to recognize and 
enhance the employability skills you need in today's world of work.  
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Counselling Service- http://www.sass.uottawa.ca/personal/ 
There are many reasons to take advantage of the Counselling Service. We offer: 

 Personal counselling 

 Career counselling 

 Study skills counselling 
 
Access Service - http://www.sass.uottawa.ca/acces/ 
The Access Service contributes to the creation of an inclusive environment by developing strategies and 
implementing measures that aim to reduce the barriers to learning for students who have learning disabilities, 
health, psychiatric or physical conditions. 
 
Student Resources Centres - http://www.communitylife.uottawa.ca/en/resources.php 
The Student Resources Centres aim to fulfill all sorts of students needs.   

 

http://www.sass.uottawa.ca/personal/personal.php
http://www.sass.uottawa.ca/personal/career.php
http://www.sass.uottawa.ca/personal/study.php

