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Course ID Number: ADC 6535  

 

Course Title: Health Economics 

  

 

 
No. of Credits: 2 

 

 

Graduate School of International Relations 

International University of Japan 

 

 

Term: Winter 2013 

 

 

Instructor: Eiji Mangyo  

E-mail: eijim@iuj.ac.jp  

Office: 327 

Phone: 413  

 

 

Course Introduction 
 

 This course will be different from a typical Health Economics course in that it covers 

journal articles and textbook chapters I find interesting. A wide range of topics are 

included. For example, you may believe that professional medical services have 

historically contributed a lot to the advancement of human longevity. A close 

examination of the relationship between the two, however, would reveal that 

professional medical services may not be as effective to human longevity as you think, 

although this issue is still controversial and has not reached any consensus among 

scholars. For another example, you may think that physicians always try to cure your 

illnesses or injuries as quickly as possible with the minimum costs incurred on you 

and the society as a whole. However, if you look at physicians as economic agents, 

you may also think that physicians maximize their profits rather than maximize 

patients’ or societal utility. We will look at some studies relating to this issue. 
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Health Economics: Winter 2013 

Instructor: Professor Eiji Mangyo 

Office: Main Building 327 

Phone: (025) 779-1423 

Email: eijim@iuj.ac.jp 

Office Hours: by appointment 

  

Course Description and Objectives 

This course will be different from a typical Health Economics course in that it covers 

journal articles and textbook chapters I find interesting. A wide range of topics are 

included. For example, you may believe that professional medical services have 

historically contributed a lot to the advancement of human longevity. A close 

examination of the relationship between the two, however, would reveal that 

professional medical services may not be as effective to human longevity as you think, 

although this issue is still controversial and has not reached any consensus among 

scholars. For another example, you may think that physicians always try to cure your 

illnesses or injuries as quickly as possible with the minimum costs incurred on you 

and the society as a whole. However, if you look at physicians as economic agents, 

you may also think that physicians maximize their profits rather than maximize 

patients’ or societal utility. We will look at some studies relating to this issue. 

 

As you may already see, health economics includes many interesting topics. The first 

objective of the course is to introduce you to some interesting topics in health 

economics and to encourage you to research in this field. Simultaneously, the 

instructor hopes to give you some guidance about how to read empirical papers in 

economics through this course. In other words, this course tries to train you as a good 

reader of the empirical literature in economics. Largely because the instructor is an 

empirical researcher, we will mainly discuss the empirical side of health research 

rather than the theoretical side. 

 

The second objective is to give you an opportunity to deepen your knowledge in Stata 

and econometric skills. Specifically, we focus on the methods of fixed effects and 

instrumental variables. Although both fixed-effects estimators and instrumental-

variables estimators are easily implemented using built-in commands in Stata, we will 

manually reproduce them to understand what is going on within Stata. This process 

not only helps you to see the meaning of each command but also gives you new Stata 

skills which I believe are useful for your future research work. 

 

Prerequisites 

Basic calculus, Basic statistics, Applied econometrics, Microeconomics, Basic 

knowledge in Stata (Stata materials covered in the 1
st
-year IDP required course, 

Development Economics) 

 

Course Materials 

Journal articles we use for this course are available in the course folder. 

 

Useful textbook for health studies and research (not required for the course): Folland, 

Sherman, Allen C. Goodman, and Miron Stano. The Economics of Health and Health 

Care, 6
th

 Edition, Prentice Hall. 

This book is reserved in the MLIC as a course reserve. 

mailto:dhkim@iuj.ac.jp
mailto:dhkim@iuj.ac.jp
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Course Requirements 

1. Grading Scheme 

 Grading Weights: Stata exam 50%, Term paper 50%. 

2. Stata Exercises: 

 Four Stata exercises will be posted in the course folder. I assume basic 

Stata knowledge on your part. One exercise will be given per week, so in 

four weeks, you will finish all Stata exercises. 

 Students can discuss exercise problems among themselves. You do not 

need to turn in your answer. I will provide my answer in the course folder 

every week before the next Stata exercise is given. 

 If Indonesian linkage students are not familiar with basic commands in 

Stata, they must learn how to use Stata by January 30 (Wednesday) on 

which day, I will post Stata Exercise 1 for this course. Please finish my 

Stata Tutorials 1 through 5 by January 30. My Stata Tutorials are available 

in the course folder for Development Economics. 

3. Course Reading: 

 We will discuss one or two journal articles or book chapters in one class. 

Typically we discuss only one journal article in one class. When journal 

articles are short, I assign two articles. 

4. Stata Exam: (March 6, Wednesday 1:00-2:30pm) 

 I will reserve a computer lab for the exam time. You need to write Stata 

codes to answer the questions in the exam. You have 90 minutes to write 

Stata coding. This is a closed-book exam, but you can use the help 

function (including the online Stata manual) provided within Stata. 

 If you regularly attend classes and seriously work on the four Stata 

exercises, the exam should not be difficult. 

5. Term Paper 

 You do not need to write a full paper which requires you to obtain 

appropriate data. Rather, I want you to write a term paper in the following 

format. 

Basically, the required task is to make clear the contributions of a paper. 

All papers published in high-quality journals got published because of 

their own contributions to the literature. To make clear the contributions of 

a paper, you need to first make clear problems of previous studies on this 

topic. You can write your term paper in the following format: Summarize a 

previous study or studies on a health issue of your interest and identify a 

potential problem of the previous study or studies. Review a related 

previous study or studies very closely and summarize in what sense and/or 
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how the other study or studies address the problem of the original paper(s). 

In other words, your term paper needs the following two steps: 

i. Identify a paper of potential problem and understand the problem 

thoroughly. 

ii. Identify a paper which addresses the problem you identified in i. 

above and understand how the newer paper alleviates the problem. 

This year, students can make a group of up to two persons for the purpose 

of your term paper. However, two students in one group should not have 

the same nationality. (A potential benefit of making a group is to stimulate 

discussions of a topic within a group. If you want to express your ideas in 

English, your ideas must be well formulated. Otherwise, you cannot 

express yourself in English.) Of  course, your working individually (your 

working alone) is also welcome. If you want to form a group but you 

cannot find a partner, please let the instructor know. 

Please look at the separate sheets for more detailed instructions for your 

term paper. 

 

Course Email List and Folder 

Important announcements may be made through the course email list. (Upon 

registration for the course, you are automatically on the email list.) It is your 

responsibility to periodically check your emails. The course folder provides the Stata 

exercises, my answers to the Stata exercises as well as other materials useful for the 

course. 

 

Copy Charge 

In accordance with the GSIR policy on copy charge, I need to charge each student 10 

yen per copy (handout only. Syllabus, exams, and other announcements not charged). 

I use A3-sized sheets as much as I can to reduce the amount of copy charge. For this 

course, the total amount of copy charge is no more than 1,100 yen. 

 

Reading List 

* denotes required reading for class. All papers listed below are available in the 

course folder. 

PART I: Determinants of Health 

 
Jan. 7 (Mon): The historical role of medicine and health care 
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* McKinlay, John B., and Sonja M. McKinlay. 1977. "The Questionable Contribution 
of Medical Measures to the Decline of Mortality in the United States in the 
Twentieth Century." Milbank Memorial Fund Quarterly/Health and Society 55 (3): 
405-428. 

 
Cutler, David M., and Ellen Meara. 2001. "Changes in the Age Distribution of 
Mortality over the 20th Century." NBER Working Paper 8556. (This paper was 
published as a book chapter in the following book: In: Wise, David A. (Ed.), 
Perspectives of the Economics of Aging. 2004. (pp333-365). University of Chicago 
Press: Chicago and London.) 

 
Jan. 9 (Wed): The contribution of health care to population health: the modern 
era 
* Hadley, Jack. 1988. “Medicare Spending and Mortality Rates of the Elderly.” Inquiry 

25 (4): 485-493.  
 

Currie, Janet, and Jonathan Gruber. 1996. "Health Insurance Eligibility, Utilization 
of Medical Care, and Child Health." Quarterly Journal of Economics 111 (2): 431-
466. 

 
Currie, Janet, and Jonathan Gruber. 1996. "Saving Babies: The Efficacy and Cost 
of Recent Changes in the Medicaid Eligibility of Pregnant Women." Journal of 
Political Economy 104 (6): 1263-1296. 

 
Jan. 14 (Mon): Anthropometrics as health measures 

* Strauss, John, and Duncan Thomas. 1998. “Health, Nutrition, and Economic 
Development.” Journal of Economic Literature 36 (2): 766-817. 

 
Fogel, Robert W. 1994. “Economic Growth, Population Theory, and Physiology: 
The Bearing of Long-Term Processes on the Making of Economic Policy.” 
American Economic Review 84 (3): 369-395. 
 
Bundervoet, Tom, Philip Verwimp, and Richard Akresh. 2009. "Health and Civil 
War in Rural Burundi." Journal of Human Resources 44 (2): 536-563. 

 
Jan. 16 (Wed): The effect of food shortage on health 
* Chen, Yuyu, and Li-An Zhou. 2007. “The Long-Term Health and Economic 

Consequences of the 1959-1961 Famine in China.” Journal of Health Economics 
26 (4): 659-681. 

 
Lin, Justin Yifu, and Dennis Tao Yang. 2000. “Food Availability, Entitlements and 
the Chinese Famine of 1959-61.” Economic Journal 110 (460): 136-158. 

 
Ravallion, Martin. 1997.  “Famines and Economics.” Journal of Economic Literature 
35 (3): 1205-1242. 
 

Jan. 21 (Mon): The effect of income on health: cross-country study 
* Pritchett, Lant, and Lawrence H. Summers. 1996. “Wealthier is Healthier.” Journal 

of Human Resources 31 (4): 841-868. 
 
Jan. 23 (Wed): The effect of income on health: a welfare program in the US 
* Currie, Janet, and Nancy Cole. 1993. “Welfare and Child Health: the Link between 

AFDC Participation and Birth Weight.” American Economic Review 83 (4): 971-985. 
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Jan. 28 (Mon): The effect of income on health: lottery prizes as an exogenous 
source of income variation 
* Lindahl, Mikael. 2005. “Estimating the Effect of Income on Health and Mortality 

Using Lottery Prizes as an Exogenous Source of Variation in Income.” Journal of 
Human Resources 40 (1): 144-168. 

 
Jan. 30 (Wed): The relative income hypothesis 
* Gerdtham, Ulf-G. and Magnus Johannesson. 2004. “Absolute Income, Relative 

Income, Income Inequality, and Mortality.” Journal of Human Resources 39 (1): 
228-247. 

 
Mangyo, Eiji, and Albert Park. 2011. “Relative Deprivation and Health: Which 
Reference Groups Matter?” Journal of Human Resources Vol. 46 (3): 459-481. 
 

!!! Stata Exercise 1 is assigned. 

 
Feb. 4 (Mon): The effect of education on health: sibling data 
* Behrman, Jere R., and Barbara L. Wolfe. 1989. “Does More Schooling Make 

Women Better Nourished and Healthier?: Adult Sibling Random and Fixed Effects 
Estimates for Nicaragua.” Journal of Human Resources 24 (4): 644-663. 

 
Wolfe, Barbara L., and Jere R. Behrman. 1987. “Women’s Schooling and 
Children’s Health: Are the Effects Robust with Adult Sibling Control for the 
Women’s Childhood Background?” Journal of Health Economics 6 (3): 239-254. 

 
Feb. 6 (Wed): The effect of education on health: instrumental variable 
* Lleras-Muney, Adriana. 2005. “The Relationship between Education and Adult 

Mortality in the United States.” Review of Economic Studies 72 (1): 189-221. 
 

!!! Stata Exercise 2 is assigned. 

 
Feb. 11 (Mon): Nature and nurture effects 
* Plug, Erik. 2004. “Estimating the Effect of Mother’s Schooling on Children’s 
Schooling Using a Sample of Adoptees.” American Economic Review 94 (1): 358-
368. 
 
Chen, Yuyu, and Hongbin Li. 2009. “Mother’s Education and Child Health: Is There a 
Nurturing Effect?” Journal of Health Economics 28 (2): 413-426. 
 
Plug, Erik, and Wim Vijverberg. 2005. “Does Family Income Matter for Schooling 
Outcomes? Using Adoptees as a Natural Experiment” Economic Journal 115 (506): 
879-906. 
 
Plug, Erik, and Wim Vijverberg. 2003. “Schooling, Background, and Adoption: Is It 
Nature or Is It Nurture?” Journal of Political Economy 111 (3): 611-641. 
 
Feb. 13 (Wed): The effect of clean drinking water on health 
* Galiani, Sebastian, Paul Gertler, and Ernesto Schargrodsky. 2005. “Water for Life: 

The Impact of the Privatization of Water Services on Child Mortality.” Journal of 
Political Economy 113 (1): 83-120. 

 
Zhang, Jing. 2012. “The Impact of Water Quality on Health: Evidence from the 
Drinking Water Infrastructure Program in Rural China.” Journal of Health 
Economics 31(1): 122-134. 
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Cutler, David, and Grant Miller. 2005. "The Role of Public Health Improvements in 
Health Advances: The Twentieth-Century United States." Demography 42 (1): 1-22. 

 

!!! Stata Exercise 3 is assigned. 

 
Feb. 18 (Mon): The effect of parental time on infant health 
* Miller, Grant, and Piedad Urdinola. 2010. "Cyclicality, Mortality, and the Value of 

Time: The Case of Coffee Price Fluctuations and Child Survival in Columbia." 
Journal of Political Economy 118 (1): 113-155. 
 
Price, Joseph. 2008. "Parent-Child Quality Time." Journal of Human Resources 43 
(1): 240-265. 
 
Cutler, David, Angus Deaton, and Adriana Lleras-Muney. 2006. "The Determinants 
of Mortality." Journal of Economic Perspective 20 (3): 97-120. 

 
Feb. 20 (Wed): The effect of environmental pollution on health 
* Chay, Kenneth Y., and Michael Greenstone. 2003. “The Impact of Air Pollution on 

Infant Mortality: Evidence from Geographic Variation in Pollution Shocks Induced 
by a Recession.” Quarterly Journal of Economics 118 (3): 1121-1167. 

 
Jayachandran, Seema. 2009. "Air Quality and Early-Life Mortality: Evidence from 
Indonesia's Wildfires." Journal of Human Resources 44 (4): 916-954. 

 
Neidell, Matthew J. 2004. “Air Pollution, Health, and Socio-economic Status: the 
Effect of Outdoor Air Quality on Childhood Asthma.” Journal of Health Economics 
23 (6): 1209-1236. 

 

!!! Stata Exercise 4 is assigned. 

 
Feb. 25 (Mon): No class. 
 
Feb. 27 (Wed): No class. 
 
March 4 (Mon): The effect of macroeconomic shock on health 
* Levine, David I., and Minnie Ames. 2003. "Gender Bias and the Indonesian 

Financial Crisis: Were Girls Hit Hardest?" University of California, Berkeley. CIDER 
Working Paper No. C03-130. 
 

Optional Reading: The effect of breastfeeding on infant health 
* Baker, Michael, and Kevin Milligan. 2008. "Maternal Employment, Breastfeeding, 

and Health: Evidence from Maternity Leave Mandates." Journal of Health 
Economics 27 (4): 871-887. 

 
Optional Reading: Other determinants of health 

Gerdtham, U-G, and M. Johannesson. 1999. “New Estimates of the Demand for 
Health: Results Based on a Categorical Health Measure and Swedish Micro Data.” 
Social Science & Medicine 49 (10): 1325-1332. 
 

March 6 (Wed): Stata Exam  
 

PART II: Health Care Demand and Supply 
 
Optional Reading: Theoretical examination of health insurance 
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Folland, Sherman, Allen C. Goodman, and Miron Stano. 2004. The Economics of 
Health and Health Care, 4th Edition, Prentice Hall. Chapter 7 Demand and Supply 
of Health Insurance (pp141-162). 

 
March 11 (Mon): Empirical measure of the price elasticity of health-care 
demand 
* Manning, Willard G., Joseph P. Newhouse, Naihua Duan, Emmett B. Keeler, and 

Arleen Leibowitz. 1987. "Health Insurance and the Demand for Medical Care: 
Evidence from a Randomized Experiment." American Economic Review, 77 (3): 
251-277. 

 
March 13 (Wed): Supplier-induced demand 
* Shain, Max, and Milton I. Roemer. 1959. “Hospital Costs Relate to the Supply of 

Beds.” Modern Hospital 92 (4): 71-73 and 168. 
 
* Roemer, Milton I. 1961. “Bed Supply and Hospital Utilization: A Natural Experiment.” 

Hospitals, Journal of the American Hospital Association 35: 36-42 
 
Optional Reading: Further study of supplier-induced demand 

Gruber, Jonathan and Maria Owings. 1996. “Physician Financial Incentives and 
Cesarean Section Delivery.” RAND Journal of Economics 27(1): 99-123. 

 
Grytten, Jostein, and Rune Sorensen. 2001. “Type of Contract and Supplier-
Induced Demand for Primary Physicians in Norway.” Journal of Health Economics 
20 (3): 379-393. 

 
Yip, Winnie. 1998. “Physician Response to Medicare Fee Reductions: Changes in 
the Volume of CABG Surgeries in the Medicare and Private Sectors.” Journal of 
Health Economics 17 (6): 675-699. 
 
Dranove, David, and Paul Wehner. 1994. “Physician-Induced Demand for 
Childbirths.” Journal of Health Economics 13 (1): 61-73. 

 
Optional Reading: Quality and cost of health-care services 

Solberg, Leif I., Alan Lyles, Andrew D. Shore, Klaus W. Lemke, and Jonathan P. 
Weiner. 2002. “Is Quality Free? The Relationship between Cost and Quality Across 
18 Provider Groups.” American Journal of Managed Care 8 (5): 413-422. 

 
Optional Reading: Do physicians have monopolistic power? 

Burstein, Philip L., and Jerry Cromwell. 1985. “Relative Incomes and Rates of 
Return for U.S. Physicians.” Journal of Health Economics 4 (1): 63-78. 
 

PART III: Other topics 
Optional Reading: The economic consequences of being uninsured 

Levy, Helen. 2002. “The Economic Consequences of Being Uninsured.” ERIU 
Working Paper 12. 
 

Optional Reading: The effect of government regulations on cigarette and 
alcohol consumption 

Mullahy, John, and Jody L. Sindelar. 1994. “Do Drinkers Know When to Say 
When? An Empirical Analysis of Drunk Driving.” Economic Inquiry 32 (3): 383-394. 
 
Baltagi, Badi H., and Dan Levin. 1986. “Estimating Dynamic Demand for Cigarettes 
Using Panel Data: The Effects of Bootlegging, Taxation, and Advertising 
Reconsidered.” Review of Economics and Statistics 68 (1): 148-155. 
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Saffer, Henry, and Frank Chaloupka. 2000. “The Effect of Tobacco Advertising 
Bans on Tobacco Consumption.” Journal of Health Economics 19 (6): 1117-1137. 
 
Evans, William N., Jeanne S. Ringel. 1999. "Can Higher Cigarette Taxes Improve 
Birth Outcomes?" Journal of Public Economics 72 (1): 135-154. 
 

Optional Reading: Economic value of human life 
Ashenfelter, Orley, and Michael Greenstone. 2004. “Using Mandated Speed Limits 
to Measure the Value of a Statistical Life.” Journal of Political Economy 112 (S1 
Part 2): 226-267. 
 
Garbacz, Christopher. 1989. “Smoke Detector Effectiveness and the Value of 
Saving a Life.” Economic Letter 31 (3): 281-286. 

 
Atkinson, Scott E., and Robert Halvorsen. 1990. “The Valuation of Risks to Life.” 
Review of Economics and Statistics 72 (1): 133-136. 

March 29 (Fri): The term paper is due on March 29 (Fri) at 5pm. Please submit your 
paper to the university office. 
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Instructions for term paper 

 

Your term paper is due on March 29 (Friday) at 5pm. Please hand your paper to the 

university office (Noriko Takahashi san). Also, please email to the instructor an 

electric copy of your term paper as an attachment by the due date. 

  

1. You do not need to write a full paper which requires you to obtain appropriate data. 

Rather, I want you to write a term paper in the following format. 

Basically, the required task is to make clear the contributions of a paper. 

All papers published in high-quality journals got published because of 

their own contributions to the literature. To make clear the contributions of 

a paper, you need to first make clear problems of previous studies on this 

topic. You can write your term paper in the following format: Summarize a 

previous study or studies on a health issue of your interest and identify a 

potential problem of the previous study or studies. Review a related 

previous study or studies very closely and summarize in what sense and/or 

how the other study or studies address the problem of the original paper(s). 

In other words, your term paper needs the following two steps: 

i. Identify a paper of potential problem and understand the problem 

thoroughly. 

ii. Identify a paper which addresses the problem you identified in i. 

above and understand how the newer paper alleviates the problem. 

 

2. You do not need to cite many studies in your term paper. You must review at least 

one study of a potential problem(s) and read at least one study that addresses the 

problem(s) of the original study or studies. The number of papers cited does 

not matter for the instructor’s grading your term paper. Rather, what's important is 

how precisely you understand potential problem(s) of a paper and the contributions of 

another paper. You can discuss either conceptual contributions (for example, previous 

studies discuss only one aspect of some health issue, but an innovative paper correctly 

broadens our perspective on this issue) or methodological contributions (the 

econometrics, methodologies, or study design taken by the innovative study gives us 

more confidence on the estimate), or both. 

 

3. This year, students can make a group of up to two persons for the purpose of your 

term paper. However, two students in one group should not have the same nationality. 

(A potential benefit of making a group is to stimulate discussions of a topic within a 

group. If you want to express your ideas in English, your ideas must be well 

formulated. Otherwise, you cannot express yourself in English.) Of  course, your 

working individually (your working alone) is also welcome. If you want to form a 

group but you cannot find a partner, please let the instructor know. 

 

4. I am NOT asking you to describe econometric jargons. For example, what I mean 

by econometric jargons is something like, “instruments must be strongly correlated 

with the endogenous variable in question, but should not be correlated with either 

omitted characteristics of concern or the dependent variable (directly).” Rather, what I 
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want is why the better paper you chose is interesting. More specifically, you should 

describe: 

i) what are the problem(s) you identify and what is the importance of addressing the 

potential problem. (Without taking care of the problem, the weak paper(s) are subject 

to what kinds of criticisms?) 

ii) what is the innovation of the better paper you chose, given the difficulty and 

significance you describe in i). 

  

5. You can discuss any topic in health. However, your tem paper should be interesting, 

meaning that if I find something new (something I did not know) in your paper, I will 

give a higher grade to your paper. Papers discussed in my lectures should not be main 

papers in your term paper. 

  

6. I need references of studies cited in your paper. Make sure to include references in 

your term paper. If I do not have access to some cited papers, I may ask you to give 

me copies. 

 

7. Please do NOT put your name(s) in your term paper. The last page of your term 

paper should contain only your student ID(s). I would like to grade papers without 

knowing who wrote which paper. 

  

8. The term paper should be double-spaced, no more than ten pages long with 

reasonable paper margins and font size. If you want, you can write up to 10 pages not 

including references and the last page containing your student ID(s) only. As usual, I 

prefer a concise and short paper given the same substantial contents. 10 pages is the 

maximum length, not the length you should stick to. 

 

9. The term paper is due on March 29 (Friday) at 5pm. Please submit your paper to 

the university office (Noriko Takahashi san). 

 

10. Please submit an electronic copy of your paper to my email address as an 

attachment by the due date in addition to a hard copy to be submitted to the university 

office. I need an electronic copy of your paper for my record, which is necessary to 

prevent plagiarism in the future. 

 

If you have questions, please feel free to ask. 

 


