Written Exam for the M.Sc. in Economics summer 2013
Health Economics
Re-Exam
August 15th 2013

(3-hour closed book exam)

Please note that the language used in your exaer payst correspond to the language of the title
for which you registered during exam registratiog. if you registered for the English title of the
course, you must write your exam paper in Engligkewise, if you registered for the Danish title
of the course or if you registered for the Engtitle which was followed by “eksamen pa dansk” in
brackets, you must write your exam paper in Danish.

Thisexam consists of 3 pagesin total (including thisfront page) with 3 questions.



Question 1
The following equation is a linearized version o€ fpure investment model in Grossman (1972):

Ith:BO+3NM|nVVt+BEME+BPM pt+BtMt+u

M is the demand for medical caW¥,is the hourly wage rat€, is educationp is the consumer co-
payment for medical care ahé age.

a) What is the driving force behind the demand for i&dccare in the pure investment model?

Consider a group of chronically ill patient. Thdisease lowers their quality of life, but most are
still able to work. Assume that a new treatmenoees available that improves their life quality.
The treatment is financed through taxes, so witipowite co-payments, but is time consuming.

b) Use the pure investment model to discuss how theadd for this treatment will vary
among different groups of patients with differerages.

Assume that there is imperfect information abostatailability of the treatment, and as a
consequence an information campaign directed tasyaatients is enacted.

c) What role does information play in the Grossman @®&€an you imagine that some
patients will react more to an information campadigan others? Based on the Grossman
model and empirical evidence: What is the likelypauat of the information campaign?



Question 2

A hospital is considering introducing a new drugt@ad of the one that has been used so far for a
given group of patients. All drugs extend life bétpatients.

The current drug, drug A, costs 15,000 DKK pergrdtand the gain of treatment with this drug is
5.1 QALY.

Three new drugs are considered. In table 1 youhs#ecosts, gained QALYSs, cost-effectiveness
ratios and ICER’s.

Table 1. Cost and QALY of four mutually exclusiveid treatments.

Drug Q=QALY; Ci=Costs G/Q ICER=
(Cin1-C)(Qi+1-Q)

A 5.1 15,000 DKK 2,941

B 5.12 18,000 DKK 3,515 150,000

C 5.14 20,000 DKK 3,891 100,000

D 5.17 30,000 DKK 5,802 300,000

Previous year, the hospital replaced another dsug tlifferent patient group with a new drug. The
new drug provided a gain of 0.02 QALYs per patiemd the hospital was willing to pay the
additional costs of 5,000 DKK per patient, i.e. ZBD DKK per added QALY.

The costs occur immediately and effects have nen loksscounted. Hospital procedures are not
altered by use of the new drugs and costs are meshby the budget outlay for the consumed
amounts of drugs, which are traded on perfect cathmemarkets.

Questions:

a) Assume the patient would die if not treated, arad lifie quality is measured at 0.6 utilities
(on a 0-scale, where 1 is perfect health and @ash] after treatment. Draw a QALY
diagram for the treatments and interpret it.

b) Draw a cost-QALY frontier and discuss if any alimes are dominated.

c) Conduct an economic evaluation of the choices densd by the hospital. What do you
recommend the hospital should do?

Question 3

a) Define horizontal inequity in health care use.
b) Mention two arguments for caring about inequityha&alth care use
c) How can we measure horizontal inequity in healtte cese?



