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PART A [20 marks] 
 
1. Suppose a country has an income elasticity of demand of +1.2.  If income ___, then the share 
of GDP going to health care _________.  
 

A. rises; will fall. 
B. rises; will stay constant. 
C. falls; fall.  
D. there is not enough information to answer. 

 
 
2. If a researcher finds that the price elasticity for visits to a particular hospital is -3.0, this means:  
 

A. all hospitals could raise their prices and raise their profits. 
B. the hospitals serve as complements for each other. 
C. the hospitals serve as good substitutes for each other.  
D. the hospitals are normal goods. 

 
 
3. Uncertainty in the health care economy suggests:  
 

A. providers and their patients may not know whether treatments will be effective. 
B. patients may wish to insure against unexpected illnesses or injuries. 
C. Insurers may make substantial profits. 
D. Answers (a), (b), and (c) are correct.  

 
 
4. The term equity refers to:  
 

A. the efficient production of services. 
B. equal treatment of all individuals.  
C. competition among health providers. 
D. government provision of health care. 

 
 
5. )XFKV¶V�8WDK-Nevada comparison implies that _________ makes the largest difference in the 
production of health.  
 

A. geography 
B. health care 
C. life style  
D. climate 

 
 
6.  Someone with a high discount rate would likely: 
 

A. value a new TV rather than education. 
B. value a new TV rather than health care. 
C. value health care rather than education. 
D. answers (a) and (b) are correct.  
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7. Hospital E has total costs of examining and running lab tests for 200 patients of $2,000,000.  
Hospital F examining 200 patients for $1,250,000 and sends the results to the laboratory for 
$850,000.  We can say that: 
 

A. Hospital E has economies of scale. 
B. Hospital F has economies of scale. 
C. It is more efficient for the health care system to use Hospital E than Hospital F and the lab.  
D. Hospital E has economies of scope. 

 
 
8. Providing increased levels of health care resources may decrease health if: 

a. Consumers reduce non-health care resources (like exercise).   
b. Consumers do not change their caloric intake. 
c. Consumers invest more time in their education. 
d. Answers a and b are correct. 

 
 
9. QALYs place _____________. 
 

A. A higher value on equity than on efficiency.   
B. A lower value on equity than on efficiency. 
C. The same value on equity than on efficiency. 
D. Not enough information to answer this question. 

 
 
10. $Q�HFRQRPLF�UDWLRQDOH�IRU�LPSRVLQJ�D�³sugar drinks´�WD[�ZRXOG�EH�WKDW�  
 

A. sugar drinks causes obesity which imposes external costs on other people. 
B. sugar drinks causes obesity which is harmful to the consumers themselves.  
C. a sugar drinks tax is a good way to raise large amounts of revenue. 
D. the producers would bear the burden of the tax. 

 
 

 
 
11. In the figure above, the pharmaceutical firm will:  
 

A. charge higher prices in the U.S. but sell larger quantities in Mexico than in the U.S. 
B. charge higher prices in the U.S. and sell larger quantities in the U.S than in Mexico.  
C. charge lower prices in the U.S. but sell larger quantities in Mexico than in the U.S. 
D. charge lower prices in the U.S. and sell lower quantities in Mexico than in the U.S. 
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12. Health can be described as a capital good because:  
 

A. we forego current consumption to improve health, which lasts into the future. 
B. we use capital goods and technology to produce it.  
C. we can increase it or let it depreciate through investment. 
D. Answers (a) and (c) are correct.  

 
 
13. Rather than aggregate health expenditures, we often look at real expenditures per capita. This 
calculation requires us to deflate the aggregate expenditures by:  
 

A. the purchasing power of the currency. 
B. the size of the population. 
C. the cost of health care. 
D. Answers (a) and (b) are correct.  

 
 
14. What is the effect of the introduction of a coinsurance rate on health care? 

A. Demand is less elastic. 
B. The demand for health care increases. 
C. The demand for health care decreases. 
D. Answers (a) and (b) are correct.  

 
 
15. Many studies have found that physicians earn economic rents, payments over and above 
those necessary to induce them to provide their services.  Which of the following statements does 
not characterize this type of market?  
 

A. there is free entry into and exit from this labor market.  
B. physicians are often rewarded for their activity as self-employed entrepreneurs. 
C. physicians may enjoy some monopoly power. 
D. economic rents for the physicians have often exceeded those accruing to dentists or to 

lawyers. 
 
 

16. Home health care for the elderly ___________ because ___________.  
 

A. costs nothing; the caregivers are not working anyhow. 
B. may be costly; caregivers must spend time providing care that they would have allocated 

differently.  
C. is costly; physicians must monitor the patients. 
D. is costly; the elderly need to take large amounts of prescription drugs. 

 
 
17.  Education, feedback, and surveillance programs are concerned with:  
 

A. reducing the amount of inappropriate medical care.  
B. increasing patient access to the latest medical technology. 
C. retaining a qualified hospital staff. 
D. the low enrolments in medical school. 
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18. In the figure below, the rational consumer would never purchase drugs between points ____ 
and ____:  
 
a. A: B.  
b. B; C. 
c. E; F. 
d. F; G.  

 
 
19. Suppose that increasing co-payments for all drugs from $10 to $50 reduced total expenditures 
by 22%.  This implies a demand elasticity for drugs of about:  
 

A. ±0.10.  
B. ±0.17.   
C. ±1.50.  
D. ±3.00. 

 

 
20. Consider the diagram above.  Project A is a $1 million dollar project; Project B is a $5 million 
dollar project; Project C is also a $5 million dollar project.  Investment ____ is the most 
economically efficient estimate with net benefits of $ ____ million.  
 

A. A; 1. 
B. B; 0.6. 
C. B; 3.0.  
D. Information is insufficient. 
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PART B: answer 2 questions out of 4. Each question carries 15 marks out of 100. 
 

1) What is the main contribution of the paper by Almond (2006) µ,V�WKH������LQIOXHQ]D�SDQGHPLF�

over? Long-term effects of utero influenza exposure in the post-�����86�SRSXODWLRQ¶?  

[15 marks] 

 

2) ,Q�³,QFRPH�DQG�WKH�XWLOL]DWLRQ�RI�ORQJ�WHUP�FDUH�VHUYLFHV´�Goda et al (2010) find that a positive 

permanent income shock lowers nursing home use but increases the utilization of paid home 

care services. Discuss the empirical strategy used in the paper.  

[15 marks] 

 

3) What is the identification strategy used by Thornton (2008) ³7KH�'HPDQG�IRU��DQG�,PSDFW�RI��

Learning HIV Status 

[15 marks] 

 

4) Discuss the main contributions of the paper ³(DUO\�/LIH�+HDOWK�,QWHUYHQWLRQV�DQG�$FDGHPLF�

$FKLHYHPHQW´ by Bharadwaj et al. (2013).  

[15 marks] 
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PART C: answer 1 question out of 2. Each question carries 50 marks out of 100, divided equally 
between part a, b, c and d. 
 

1) Consider the paper by Dafny (2001) ³+RZ�GR�KRVSLWDOV�UHVSRQG�WR�SULFH�FKDQJH"´ and 

answer the following questions:   

A. Explain the research question and discuss the motivation of the paper. 

[12.5 marks] 

B. What is the empirical strategy adopted by the author? 

[12.5 marks] 

C. WKDW�LV�WKH�GLIIHUHQFH�EHWZHHQ�D�³QRPLQDO´�DQG�D�³UHDO´�UHVSRQVH�WR�SULFH�FKDQJHV" 

[12.5 marks] 

D. Discuss the main results of the paper (see Table 3 in Appendix 1 below). 

[12.5 marks] 

 

2) Consider the paper ³0RGHUQ�PHGLFLQH�DQG�WKH��0th century decline in mortality: new evidence 

RQ� WKH� LPSDFW� RI� VXOID� GUXJV´� By Jayachandran et al. (2010) and answer the following 

questions:  

A. What is the research question asked in the paper and why is it relevant? 

[12.5 marks] 

B. Why are sulfa drugs well suited to answer this research question? 

[12.5 marks] 

C. Explain and discuss the identification strategy used by the author. 

[12.5 marks] 

D. Describe the results of the paper presented in Table 4 and Figure 5 (see Appendix 2 

below). 

[12.5 marks] 

________________________________________________________________________ 
 

End of Paper - An appendix of 2 pages follows 
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Appendix 1 
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Appendix 2 

 

 
 
 
 

 
 
 
 
 

 
End of Examination 

Francesca Cornaglia and Chiara Serra 
  
 


