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Chapter 1: The Not-So-Simple Economics (and Politics) of Medicare Reform 

1.Which of the following statements is false? 


a. there were 3.9 workers per beneficiary in 1998, and by 2030 there will be 5.6

b. Medicare costs in the aggregate and per beneficiary, have even risen faster than health care spending in the United States generally.


c. both a & b are false statements

2. Based on equations 1 & 2, Nichols illustrates the nature of the long term financing problem for Medicare.  Describe the problems and potential policy implications. 

3. According to Nichols’ description of the long term financing problem for Medicare, if the ratio of workers to retirees continues to fall what are the policy implications if Medicare is to remain solvent? (Discuss) 

4. Carefully describe policies that would help reduce the cost per beneficiary associated with Medicare.  In your answer you should talk about policies that would change the incentives of Medicare beneficiaries. 

5. Describe the “Almost Ideal Medicare Health Plan Pricing System”, what are its advantages and risks?  What constraints does Medicare work under that complicate the implementation of an “Almost Ideal Medicare Health Plan Pricing System”? 

6.  According to Len Nichols, the Breaux-Frist and Clinton proposals for structurally reforming Medicare have three basic principles necessary for such a reform.  What are these three basic principles?  How are these two proposals similar?  Different?  According to Nichols, a compromise between the two is plans possible.  What should such a compromise look like? 

Chapter 2: Managed Care and Social Welfare

1. What is a PPO? HMO? IPA? 

2. What is meant by the concept of “managed care”?  Discuss the strategies used by managed care and in your answer note how these strategies differ from those of the typical indemnity insurance plans of the 60’s 70’s and early 80’s. 

3. Compare treatment (do 2) for managed care and non-managed care (i.e. what do the studies show?). 

4. Studies clearly show that HMO enrollees are more dissatisfied with the financial rather than the non-financial aspects of HMOs. True or False and why. 

5. According to Baker, the literature shows that health outcomes are systematically worse in HMOs compared to non-HMO plans.  True or False and why. 

6.  Hospital expenditure changes are comprised of two parts, the price of the service and the quantity of the service (i.e. P x Q).  Outside of Medicare, the effect of managed care on hospital expenditures is due to changes in prices. True or False and why.  

7. Hospital expenditures tend to be lower in areas where there is a major presence of managed care.  True or False and why. 

8. Which of the following statements is not always true? 

a. Areas with higher HMO market share had fewer hospital beds in the mid and late      1980s.

b. High managed care areas attract and retain fewer physicians, particularly specialists.

c. Physicians and hospitals in markets with more HMOs (although no higher market share) were more likely to form alliances between 1993 and 1995 compared to those in markets with fewer HMOs.

d. Managed care has slowed the adoption of many technologies, particularly high-cost, infrastructure-intensive new technologies.

9. Which of the following is false? 

a. Managed care does seem to have produced some savings in the form of lower expenditures on health care

 
b. Evidence so far suggests that managed care patients spend less than indemnity patients


c. Spending is higher in locations areas with high concentrations of managed care.

d. Overall US health expenditures grew at slower rates during at least part of the era of managed care

10. Studies confirm that health outcomes in managed care are less favorable than in indemnity plans.  True or False and why? 

11. Discuss three important issues that will contribute to determining the destination of the managed care path. 

Chapter 3: Covering the Uninsured

1. Carefully describe the trends in health insurance coverage that have been occurring in the U.S.? 

2. Why do we care if individuals are uninsured, more, say, than we are concerned about individuals simply being poor?

3. Discuss the external costs associated with the uninsured (for health) population and the fear of losing health insurance benefits. 

4. What is CHIP and how does it illustrate the issues and problems associated with expanding health insurance coverage to the low income population? 

5.What are “continuation of coverage” mandates and what has been their effect on “job lock” and insurance coverage?  What are the policy implications?

Chapter 4: Health Insurance and the Labor Market

1.What are two reasons why in the US the employer has take on the role as provider of health care insurance? 

2. Discuss the potential effects of health insurance or lack of health insurance on retirement decisions.  What trends in health insurance coverage and policy changes regarding Medicare are likely to influence retirement decisions.  Back up your answers. 

3. Health insurance, or the potential loss of health insurance if an employee leaves a firm has no effect on the retirement decision.  True or False and why? 

4. Explain why old Medicaid rules led to part-time instead of full-time work for single mothers. 

5. Compare the participation in the labor force for married women who have health insurance through their husbands with those who do not. 

6. Rules under student health plans tend to encourage full time work in the labor force. True or False and why? 

7. Why is voluntary job turnover important in a market economy?  How does health insurance affect decisions to change jobs?  Back up your answers with examples. 

8. Health insurance affects employment in two ways.  What are they?  Describe why and how each of these two factors has affected employment decisions in the US. 

9. A national health insurance program would eliminate distortions in the labor market. True or False or Uncertain, and why?

Chapter 5: Health Care Consumer Choice

1. What is the primary reason small businesses do not offer health insurance to their employees?

2. Explain what is meant by the term redlining.  How does it affect small business’s decisions to purchase health insurance for its employees?  Why is the practice used by insurance companies 

3. Workers earning less than $7 per hour and more than $15 per hour are equally likely to be offered health insurance by their employers.  True or False and why? 

4. The main reason that workers are not offered health insurance by their employer is that they have a pre-existing medical condition.  True or False and why? 

5.In firms with 100 or more employees, part-time workers are less likely to receive health care when compared to full-time workers in that firm.  True or False and why? 

6. Considering only workers who were offered health insurance by their employer, more than 80% of those working part-time chose to participate.  True or False and why? 

7.  According to Catherine McLaughlin, 50% of the uninsured are workers and their dependents. True or False and why?  

8. The percentage of firms offering multiple health plan choices decrease with the size of the firm.  True or False and why? 

9. How might an employer use health insurance options offered to workers as a method of selecting the kinds of workers seeking employment at the firm? 

Chapter 6: Positive Economics and Dismal Politics

1. According to Helms the development of what drug in the 1940s played a vital role in fighting disease?  

2. According to Helms, income increases have played no role in the increase in the demand for health care.  True or False and why? 

3.  According to Robert Helms, “tax policy” at the federal level has had a large effect on the development of health insurance policies.  Discuss.

4. How can tax policy help solve the health insurance problem? 
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