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tmsly ccmmltted tD lmprovmg thE t;ac;hmg of econ .
- Economics- Political Science Seriés-as a 'contribution to. the teaching of the broad ... .. .,
. social studies field. We believe that each pubhcatlon will . anablé teachers to

" achieve multiple purposes which rank hlgh among the goals- for the gocial’ studles,' :

- initial grant to'launch the Econontics-Political Science Projech.

“and how to do it.. The
‘pro;ect was to conduct a ‘national workshop in which strat
tgachars could bexprepsred to teach complex, multxdnmensxona social issues ef-

and the production ‘proceduré for the series demonstrates eff'éctwe steps and use:

of personnel to develop social’ studles mstructlonai matenals

"The series 15 an optgrowth of the Economics-Politica) Science Prbgect whlch was'

undertaken in 1973.. The' project came into bemg from a regogmtlt:m that most
socidl issues were becoming increasingly mmplex and multidimensional and yét

social studies teachers were gensrally unprepared tq hamlle the teaching of such

issues. -As a resulf, students were not bemg prgparéd to upderstand and act upon

¢rucial matters either. thrpugh default or meptltude on the part of their.teachers.
The J. M., Foundauon had a strong'commitment for many, yedrs to improve the *
the .I(:EE with the

quality of our nation’s. citjizenship education and it.provid
The core of JCEE strategy was to draw heavily from the ekperiences and Judg=

-ments. of outstanding sogial stuc:hes teachers in diagnosing whal needed to be done
r(liamr program, reﬂqmmended tolay a 'Dundatmn for the

fectively. With this experience as a beginning, it :‘was anticipated that cumparable

. training -programs. could be provided ‘within states for other teachers. Further-.
: more. the expenence cff IhE nauonal workshop could - estabhsh a basis for dE=

As a prehmmary st«:pl pllm programs were- hgld for socxal smdxes teacherﬁ in

North Carolina and Oregon to gain experience and advice regarding the purposes,
personnel, content, materials and procedures for the national. workshop. Among.
" -the key recommendations- whlch emerged were- the: following:: (1) partlclpams
_should include eutstandmg high school teachers .with backgrounds in economics

‘and “political science; (2) the workshop should focus on the anglysis of ‘major

- gocial issues that mvolv?qec.onomus and pohtlcal science; (3) the workshop should

focus also on the techniques and resources for teaching'the social issues selected;

(4) the staff should include personnel capable of prDvldmg the essentials of eco-
normcs and polmcal seierice, an analym of Ihe: saual lssues drawmg upon and

TR .

ics it hasdevelaped th!s_'

fc social studies.’’




cal Science “Project’ zfo'rkshqp was s conducted
‘the campus pf JHaverford College as the site
a as a resource for Telating realistically the

1 states and- school districts.

and (5) the

- il

idps degling with social issues weré con-
ial” s ived regions of the nation, These programs

‘were. ed after the-pational workshop wand: madde use i teachers and
it #lesliop. Funds for the national workshop An i

\o , ¢ d the regional
‘by the J..M. Fotindation,¥Exxon C¢

R

~Jt was at this stage U4 the ‘Economics-Pdlitical-Sciencg Project turned to- the
iy pquu(:tion of teachin gterials. h.cor ng gjran - )

- tion amd Exxon Cor USA’ cmiplogd
"% develop resource u
.7 be desigred jo teag
ical science in tt

al issues. The resource units were to

cally, lﬁ‘egtating eConomics and polit-

and they' wefe »_tro

aims, each team consisted of an ecpnomist, politicgd scieghtist, two social studies

-~strated théir

) a
. The writing teams wgi*él,_ wvened by the JCEE for an intensive planning semin-

4% arin August 1975 and, drawing from ‘the experientes and output of the national-
L e alt rggionai-wgfkgi“%i ijfey developed the focus, format, and procedures for the

. ;Economigs:Political
-l following: ‘Health” Care Policy; Taxatio Policy; Economic Stabilization Policy;:

nee Series. - ¢
> & Y

 .Control and Prevéntigh Policy. o

7

=T depth, economicspolitical scierice analysis of the problem area on which the guide
‘ B - % focuses; (3) a statement of the rationale and significance of* thejproblem area,

emphasizing its present and potential plact in the lives of students; (4) an identifi-,

.- © ¢ation of the objectiyes and outcomes from study of the problem area; (5) diverse
- examples-of ctassroom &gfivities, each designed to achieve one or-more of the
objectives. . = ° e - Ly

. _ - Anothér major decision reached at that time was‘that there should-be extensive
3 ‘exchange,” review and testing throughout. the - developmental process. All' the
- ecoriomists  apd political sgientists would react to’ each other’s analyses and they
- would also réceive reactions and suggestions from the high school social studies
- teachers. The econbmists and politica] scientists would review the content of the
¢ methodology prepared by the high school {eachers and the teachers,would ex-

1

pbrtance, it was agreed that the resource glides should be field-tested extensively,

L "in ¢lassrooms throughout the nation. o 7
e tefo 0 o @ Al of these procedures have been followed and now the Econorfics-Political

AN . features it embodies but more so in its composite emphases and contributions: (1)

= " “semphasis upon the teaching and learning of analytical skills; (3) 'tbe development
' " ;. of an understanding of the fundamentals of economics and political -science, the

~analyzing and acting upon social’ issues; -(4) the use of diverse, '-ptgvg\n teaching

. .7 interrelationship between them, “and the application of both' disciplines -in.

i
1

1 o . . ) . K ¢ i .

Q
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Cof-the-Workshop-reflected-that-

rporation (USA), -
n the 3. M. Founda- - -

‘ : ) i rovide diverse ¢xamples and sugges- -
tions of units, mgthods; and resousces for classroom use. In order to achieve these -

nd g social spfdies edrrignlum ’sipe;ialist,f Teéam; members had demon-
abflities.in ’r)i_gps_phafég'.of' the EconmﬁicsaP&iitical’Science Project. . .
n

agréed .thatt'resource’ guides Were 1o be developed -for analyzing the
co Government /Regnlation; Bnvironmentgl Policy; Housing Poli¢y; -and Crime ©

R ‘Each resource guige was to contain ghé‘fpl_lowi_ng elements: (1) a ﬂeiineatidrk of .
S ..+ ..~ the core concepts ,@f‘eco nomics and. political science and thfeir.in;errﬁaﬁqﬂships;’
~ -(2)-a Topic OvérvieWkproviding background information for teachérs and an in-

. ghange their materjals among themselves. Beyond all of this and of crucial im-

Science Series is available. We believe the series is unique not only in- the separate” * '

_a focus upon social issués of major interest and consequence.to studénts; (2) gn

i



Qutcgmes. e "

Another:quahty of umqueness that c;an be att: ,ted to thls ines xs the range’,. :
ns

s of people who have been involved iin a close, working relation

ip:i college pro-..

" fessors” and hnghxsehoal teachers, Eéonomlsts and =political scientists: spemahsts in--

TR ( S ac:atiemlc dfsclplines andéﬁpecmllsts in methodology; teachers from school systems

-~ with varied sizes, locatdon, and student populations! We beheve all of thls has -
ﬂf«t)ved to be effecnv& and bcrdgs well for the development of‘ SDClal studmsf B

"Each publication of the series ldennﬁes the people who have contrlbuted td 1ts o

g = mﬁt‘é?laJlS‘lﬁTﬁE“fumre' AR e
.

i ‘competence. 'On behalf-of mysélf and. ‘the Joint Coum:ll on Economic. Educatlon,
,f R | Extepd a special messagé of appfeclatlon and ¢ mmendatlon to Ms. June

,i N “+ ¥ Gilliard of the JCEE staff for the most praiseworthy ways i ‘which, she has co-'

c@mpletmn and we “extend ‘our appreciation to them for ‘théir dedication and

ordinated the dewelopment - ang production of the Economics- Political Science.”

f’f Series. She ‘is recognized to be one: of the nation’s. dlstmgmshed social, stlidies
‘educators’and ‘her .role in this project should prowde her with' addltmnal
distinction. Throughout the pro_]ec,t valuable assistance has als6 been provided by

/] . the ‘following members of the JCEE staff: . Dr. George® Daw§on -Anthony F.
: Suglla, and S. Stowell Symmgs 3

« has been mentioned previously, we acknow]edge again our gfatltudg for: havmg
been provided the means to carry out the project and producéthis series..

Although the support of the'J. M. Foundatlgn and Exxon Corporanon (USA) -

Of course, the Economics-Political Science Project which led to this series is not

completed nor is it ever likely to be. Now will come further use, ada tation, mod- .

ification, and improvement. Social issues are dynamic and thex‘e will. be. need for
‘different resource guides in-the years to come. We Encourage suc.,h ferment and

" to 1mprove the teaching of the social: ‘iﬁldlES : , \*\. R
4 \ ‘i'

. . . Dr George L. Farsh
s " Associate Director, J t‘E .

\’l;\\ > N and Director L
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shall welcome suggestfgnﬁ that ‘will edable us to Jan you in domg what is ‘needed -

’? — : o, Economics- Pphuml Sc‘léno:e F';'DJE;:I('.-
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A vy 'Polii:y decisions affect everyone.. Co[gquently it"is important That_students
. B " ‘acquire the kqbw;zdge and- skills negéssary for underitanding the n‘laj()’r,‘ policy
: “questions facing olir soctety and for participating effectively in the processes of
_ public debate g public decision-making: v v , -
w " . A Resourcé Guide for Analyzing Health Care Policy is the first \n'a series of
R . resource guidas focusing on economic-political analysis ‘of contemparary public
v, K L 'pﬂli@g’gs and issuess. The {opics for this and other units in the series were selected
L . not only because of their current relevance, but also_in the belief that these issues
t * will continue to be,the focus of public debate for some time to come.
- 'In_developing the Economics-Political Science (EP8§) resotirce guides every.
. effort”was made sto maké the material as widely useful as_possible. Material
C - contained in individual ghides was designed to be used by*high‘sehqol teachers
"3 .. . with insgructional responsibilities for Economics, Government, United ‘States -

History, Problems of Democracy, of other sgrial studies courses dealing witf. -

_ contefhporary social issued. P e, , ,
. . . A U AT S . _ ; e N . L
* The resource|guide on-Realth care policy é:) 1sists of four major eompopents,
_— . - each designed to serve specific-eurricular or instructional purposes.. Ihejntros
. duction provides a,.general explanation of- the conceptual framework used

) provides a model thit teachers 'may use for extending thé study of health care
o ., policy or for developing additiofl units dealing with ecbﬂomx&pohﬁ‘cal analysis
NPl . @« of othertareas of public debate and concern, . - ¢

’ R S ﬁ background information on economic and political issues involved in the

, formation ‘of 2 national policy Bn health care. Secondlyy it servks as a concrete
- T example of how the Ecnggptual;rd'mewc:rk éescribed in the, mroﬁuction;is applied
N . S for-economic:political aﬁaly%s of policy issues. . i ‘
9 - -, . . The unit rationale and objectives and iﬁSii‘H&ﬁﬂﬁe[ Aftivities deal specifically
. T with instructional questions pertaining te the ‘why, “what and how of- t_eai;hiﬁg

S about health*care. T : ' g . o

J . L When used in their. entirety and in the sequence préSented, the suggested-in
structionfab@gtivities comprise approximately thre¢’week$ o study. It is ngt af

& E
N .

o pated, however, that gvery teacher will wish to-use the material in this"manher.
° {or this reason the activities are desighied so th?Q ay be used singly or, ifr Various
ombinations, depending upon the gimount of tig.cdne wishes to devoke to the

S{iﬂ&ﬂt "grcmpé\fo\r‘»Wthd{ﬁistruction is to be

% i

* . topic and the needs of the partic

L

iRl ,\ I&., . $ o

- g r . =

oot “, + throughout the series fér-analysis'of policy problerns and issues. Hopefully, it also, )

he purpose of the ropic overview is twofold. First, it ﬁravides fdr _the“teacher .

¥
H

o j’

o ¥ 1 : 4

%

w

F



“. ‘ & ‘ 3. ) - N . \‘; 3
) - . s: : . Ex § \'i . L .
' : prnvnded ‘To assist teachers in detarmmmg vwhich activity or cc\mbmatlon of ac-
, - o tivities-is more appropriate for his- of her -students each instructional atuvuty has !
S - been keyed to.the objective or ab;ee ves it is designed to achieve. . :
S C . We wish to express our apprgclg jon to thé writing team that prEpare«i the
\ g , “material f&q this our first unit in th EPS Series. To’ George Daws.@ for, his .
~ T . “consultation and untiring effort as team coordinator we owe a special debt of .
. ~gratitude, We are also. gratgfful to: the\followmg teachers for their review and class- /
e My TOOM trial ‘of the material in its expenmenta‘l form: Alison Carter, ‘Norwalk . -
[ #School System, Norwalk, Connecticut; J. K.- Hollenshead, Riley"W. Bratton, and
A Penny T. Claudis, ‘Caddo Parish Sc DQI S §tem, Shreveport, Louisiana; James W.
. 3 i Afmstmng Veronica Moord, and s *Washington, Norfolk . Cjt ty Schools,
Y e Norfolk, Vlrgima,%We found their adv:ce extrernely helpful, and td the extent .= *
) poss;ble their suggestions have been mcorpgrated in the publlshéd matenal .
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‘core
zstudent

- vdrious subclusters are Gambmed to fm’m

A central purpose of this series is to help studems in

'l»:ammg ‘to view society and.its probléms from both.

economic and political @EI’SIZ)ELIWES This can best be

-done thraugh study of spegific questions, each of

which offers an economic and pohtlcal analysm of a
disginct social problem.

Econfjmlcs and polmcal smence are camplgx mtel=
theory and’ metb;qdology As suc,h then‘ applmatmns in
the diverse areas of policy decision-making may leave
the teacher; searching for certain *‘essentials” —certain
jdeas—with which explain - matters to the
Sm;h Essentlals an bE taund in a modest
These ate presented\)m Separate statement% belnw
followed by a brief dlscussmn of how concepts may be
combined tﬁg prowde an integrated approach to the
teaching of e\conomlcs and political science.

' \
. B Anl.Econcnmucs Framework for

alysis of Policy Issu s’

i
* = L .

It is" useful to think ol’[thc concepts that form the
basis for economic understanding in terms of several
broad ”ccguépt ;lusters ” The dlagram pmwdc:d in
Figure 1 (page 2 ) 1llustra
Sc:hc:mam
framework fGr -economics curricula and, instruction.

Every economy, however it may be mgamzcd faces
the fundamantal pmbiem that ecOonomic resources

o ci'apital goods)

3 ]
1

Y

. greatly among different economic systems.

- tions change with the passage of time. an

of . pegple in the economy. How people allocate these
resources among many competing human wants varies
ne broad

-class of systems solves this cgmplexjjmblem larggly by’
relfance on tradition (e.g., some *underdeveloped”’

Emnom;es) another one by ”command" (E.g the

and a thlrd dass by a decentrahzed market mec:hamsm
(e.g., the U.S. and most Western European nations).
In reahty, most egonomies-are mixed in their use of
the three approaches and in the economic institutkens
they have develgpped; -and the approaches and institu-
focus
primarily on the American economic system, but it is
1mportam to remgmze that other sygtems fac;e the
they deal with it dlfferently

When examining any economic system it is helpf‘ul
to look both at its parts (microeconomics) and the
whole ( croeconomics). In microeconomics inde-
pEﬂdéﬁ}z}CmEﬂG can .be éxplpred such as what
products are produted, how* mm:h a firm produces,
how muc:h income a famlly earns, or why corn prlces

products Employmént levels an
from a total economy perspectivg”

‘In our largely private enterprise ééonamy (leaving
government aside for a moment) competitive market
prices are the dominant mechanism ‘used to allocate
scarce resources. Perfect competition rarely exists in
the real world, but the competitive market provides
us with* model of how markets *‘should’ work when

_no individual is a blé‘h nough part of the total market

to have dl’l}’ personal 1hfluence gn market price.

E]
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—— ' mENTlFchTmN OF 1551155 R ; -
" Issues Pertammg to - " Issues Pertaining io T iﬁidié;ljertammg to
" |7 Relative Role of the | the Overall § ; ~ Distribution of
. Market vs. Government e JPerformance of the S - Income™
| Action =~ _ Economy e
f ] - e 2 -
% s _ o . 7
- KNOWLEDGE & APPLICATION OF BASIC ECDNOMiC EDNCEP;T&}
; o _ I The Ecunnmw Pmplem l
which arises frﬁcarmw and the need fﬁr fhnn;e and negesxztatés the depelapment gf
-\ l ELG;)T“IL Syslems I !
Sor resolving problems and issues dealing ;vilh_iwhﬁl to pfoducg how to prédur:e, how
much to produce, and how (o distribute the fruits of production:
Microeconomics: Resource Allocation, aﬁd .. | Macroeconomics: Economic
Income Distribution, etc. Stablhty and Growth etc
R _ I — I
— - — KNG”'LEDGE OF ECDNOMIC INSTITUTIONS
: _ \ - S
_ which provides the fac tual and behawaral Baikgraund nee?ded to app[ y E‘E‘Oﬂamlf concepls
T o ' I
- - EVALUATION QFﬁECD DMiC AETIDNS AND POLICIES
T o~ Lo ' o o 7 s ’ .
. ) . . which néCESSiiﬂiéS distinguishing bEiWE'Eﬁ - :
- . 1% ‘{ § - . 7,
“Questions of Fact or Prediction vs. Queslmns of Judgmem or anues
. applyiﬁg ‘ v
y / - _ SR
: Measurcrr}t}m Concepts
= ‘for assessing economic performance;
' identifving . ' /
. Gna!s/VValués ].
to be used as criteria, fc?r evaluating pa[{c’y alternatives &1
. and . . )
. weighing policy chobices in terms of -
- H . . )
! rx:’ai:le!uffs Amung Guals o ,
_ A Ey I _ )
¢ ;*’ 2 : 1 1 -




Businesses, in striving to. make prgn\xts,
produce at the lowest possible eost thse goods and

7 services-thatconsumers are willing anc -able to buy, In
- some . cases\f

demands . through’ ad—ver\mng -and mher selling

activities. ‘Producers, in trying to- maxlmlze profits,

draw productive resources (such as labor, land and

try “to

hey also seek to influence consumer °

~ privaté market farfes and callective gov&*mmentai :

“.“what:. happens

‘ .'A ‘ T v’ ?r\ ,T#ﬁh: "(é'- ”:} . | .
5 e o S %_

Gne majar set of I.S'.SLIES C‘Gﬂt:erns “the relative role af )

actions. On these issues we are lﬂterested in knowing
" dr what s likely to happen, in
respongsd to 'a change in tHe-demand for, sﬁpply of, and’
the resuing price-of individual goods and services. To- ..
Changes in" the supply and demand. for labor and ‘

--

—=thachinery)-into- thoseaentgrﬁrlses~where‘:~the§ w:ll con-— v~—capntal? 1‘9 newwdervelapments&tezhnalagy? These -

©triblite, most to meetmg comsumer. demands, , While
-~ doing 50, Husinesses pay out incores to workers, land-
"'awnérs and other suppliers of” productlve services who
are also trying to maximize théir economic ‘returns by
getting the best possible value or price for.what they
have to offer. These incomes, in turm, make it possxb}e
for income-receiyers to bid for goods they want. Thus
markcts, in Wthh pnces nse and Fall in rE§pDnse to

:eekmg to make the bsst of their pgsmom and
abilities, yet each dependent upon the other. In eco-
ndmics, ‘this is describkd as a circular flow model of
the economic system. Individuals and-businesses whnr
save part of their income and make these savings
available for investment in new producuvﬁ: fau.])m&s ot
in human beings, increase society’s capacity lo pro-
duce in future years. As a result another circular flow
exists connecting those having funds to invest and
those seeking investment of funds. . '

Ipdividual freedom #f choice is central to the way
the largely decentralized, market- -directed American
economy defines its gdals and allocates its limited
resources. But these  individual freedoms, of the
COBSUmEr, wage -€drINer, i1

investor and businesspersom;

. are limited by laws and by social msutuum‘gx_gior the
protection of the individual and society. Thus, mazkets
and prices, reflecting shifting demand and supply
conditions, are.the main regulators of the allocation. of
scarce resources in the production of the most desired
gcods a‘nd sewices‘ hut gove‘rnrﬁems uninnr. trade
Enforc.—ﬂ ths rul&s und&r which EDmpE[l[lDﬁ takcs pla;&

. and "sometimes. participate actively in'the processes of
produc.uon and dlstnbutlon ’

There are two geneml types of queries fundammtal
to understanding policy issues. One concerns questiens
of fact or-prediction: Whar is known about economic
be'havmrr’ Or, if we undertake some action, ‘what will

be ‘the predicted effects? The other type concerns
questions of judgment or values: What ought fto be
done to alter economic behavior? Should we undertake
- ‘a particular policy or not, glve:n that various people

quest;ons call for a description Df how the total eco- -
Eﬁ iic systém or its parts behave: ‘under conditions of _
¢e competition and varying dégrees of. restriction, -, '
Andther, related set .of questions pgrtains to. ‘“what
ought to be done.” What ought to be done when
people don’t like the hlgher prices they must pay for .
individual products (e.g., oil, gasoline, sugar or tof- . = .
fee)? This invelves thinking about whether to rely
upon the operation of market forces or to rely upon

" collective action via government policy such. as price

ceilings, rationing, special ‘axes, regulation (e.g.,
" truth-in- lc:ndmg, environmental controls) and the like.
"Another’ way 'of phrasing the question is: When ;

_ “should” dlrect g()VEfl‘lmEﬂt amon ber used to allocate» '

would allo::ate “them? . For example should local . ~ Y
g.owirnm&nt act to allocate energy sources, such as oil .
or gasf’ Shc:)uld governm&nt gammue to subs:dlze shlp— -

e Ency To consxdgr appropnate pubhc
policy abcut such questlcns one, first must identify the
LonsgquencEs of c.hmc&s, analyze Lﬁem felatwe to
heved to be the most favorable _pohgy degnsxon, But
Dther questions of Lollective actian relate closely to
,,,,, should government
raise gasplmﬁ taxes or mse a dilrec't quota rationing L
sy$tem to allocate relatively limited gasoline supplies? -

The former means that people with lower incomes will .
be made relatiykly worse: off while the lattér prov’idés .

- equal amoung_of gasolma to evsryone 1rrespect1v2 Df T

_ their need o ahllfty tD pay ’ ) -

“and groups may be dlfferently aff‘ectg.d.? The failure to . _

dmmgu;sh bétween qusstmns of whmf 1: and whur ¢

*lead to mapproprlate pohgy analysm
As we sort through the vast array of questiéns and,
issues coming at us from newspapers; (elevisien,
political campaigns, and our involvement in economic
lit’e we find thst ‘most of rhem can be grouped into

Q -
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~ Another inigortant- faregary of -issues relates to ti]é .
economy’s overall merformance as reflected . by the

rates  of inflation,, unemployment and, ‘economic
grawth What *‘causes’’ irdlation? What “csuses un- - .
employmem" What ”should be done”’ about mﬂauan .
whcn unemplcyment and mﬁatmn exist mmultaneausly"

Thete is an obvious. DVEFldp between thesé issues and’

those “mentioned above'*in Explammg re;em inflation=

and ungmp}oymem What **cabises’ ECDanlC gmwth?

What are some of the benefits ind costs’ of economic
growth? What is the long- run TElEltlDl'lShlp between '
hLGﬂDmlL gmﬁ‘{th and resodroes? Between economil
growth, population ‘and employment? " Between
E:LDan}CirGWlh and the EnVImnmem"? What is the
“‘a priate’” rate of growth? Should we a’ttempt to

, spé?: up or slow-down economic growth, or pursge a

“‘no-growth” ‘policy? What is the best way to
implement ‘our policies? n. E
LS "y * A .
\“-,
&



- _tribution of

_virtually all the questions poséd ab

»

..4 l‘ﬁﬁlfd major category of i Esm?s relates to the dlstnbu-

tion of income produced by the operation of market

_ forces and the - redistributive. effects qf govemmem

action. Again, it is impqrtant to separate ‘‘is’’ from
“shouid be' issuas \Yhat “ls” the current dlstnbutnon

© extent does thlS d!stnbutnon perﬁetuate 1tself‘7 What 4 iF

the effect of existi’r;g and of proposed government
policies on income distribution® *‘Should’? policies be
adoptedthat are désigned explicitly to change; the dis-
income or economic well-being?
“Shquld" the tax structure -be made more or less
progressive? **Should”’ schools continue to be
financed largely by property taxes? ‘Should policies .
desxgned to 1mprave“"iqgnomlc éfflcn:m_y be adopted
if. they affect the disffibution, of income? Should
government SUbSldlZE the housing of "elder,
income renters? - These issues appear,
Openly or submerged just below.the ;urf‘ac

e, either
> Lﬁti(.al t

in any evaluation of how the market ,yslem workw in
determining whether collective decisions alter mcfwndual
econiomic- decisions, and in assessing the extent to
which inflation, unemployment and grpowth affect the
general well-being of the pnpulatmn Who gains and
who loses, and who should gain and who sHould lose,
best summarizes what is at stake here. sty
There are several reasons why unequivocal answeérs
tothese.and sitnilar questions are not readily available.
Economic systems are complex, and an understanding
of these systems réquires a conceptual framework,
factual and cujtural information, the application of

i and low-

5

playment and the abs&nc‘;e of mﬂatlon) and economic
progress,

Economic _decision-making entalls the appoﬂumty
cost principfe. When decisions are made to use scarce
resources to produce particular goods “or services,
opportunity costs refer to what must be given up, i.£;,
opportunities foregone. A decision to produce one
good means giving up the possibility. of producing
something else. Thus, the Dppgrtunlby cost—what
could have been produced with the resources’instead— -
is the cost of producing that good. For an individual,
the opportunity cost of something purchased is the
next best alternative which must be forgone. For a-so-
ciety, it is the alternate-uses to which productive r&snun:es -
could have'been put, -  — : s

When a.person or a‘group chooses one gmd instead
of anthr it is makmg a trad% off—that is; 1t is

El‘?E Socn:ty ha,s to makE ‘trade- offs ton e.g., bEtween

its need for more energy and its desire to-preserve the.
environment. Essentially this' involves comparing the
variaus costs and beneﬁts of Eauh of the alternatives.
these . cos{s and
;?vithin the eco-

bcnéflt'“s will afféc;t different grout!s
nomic system. !

Goals or criteria provide a means of evaluating the
performance of not only an economic system and
parts of it, but also of existing programs and new .
rmoliLiLS undér mnsideratioﬁ ch;ver, m;z’my Df th&

whn,h pmmme,

analysis, the: maklng of judgments, and the determin- M&Lrl[y bul rcduca EfflLanLy, mlmmum wage laws,

atmn Df ac.tmn to be takén Mor&ovcr our abllny m

mmpnnents fUFl(;[lOl‘l 1% hmlted by dnfﬁ;ultn:% in ul}

ammg accurate and tlmely measuremmt% nf cmncﬂu B

affectq ecanomn; ac:twnty and. thcrcby makes it dlffu,ull
to predict accurately the results of specific economic

-decisions. Unlike the physical sciences, Larelully con-
- trolled experiments

are difficult to undertake in
€Conomics:

Even if our understanding pf the economy dnd eco-
nomic decision-making wcrﬂaﬂly improved, we still

could not expect all disagreements on economic issues

-and questions to be eliminated. Certainly, some dis-

agreements will be resolved as our understanding is
increased; many disagreements will persist, however,

. because Df diffErEﬂLES in judgments about the actual

Q
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,,,,, specific decisions; and still
others will !;emam because individual economists, as
do most individuals, adhere to different sets of values.

The heart of economics is decision-making—choos-
ing among alternatives. But economic decisions are not
made in a vacuum. Rather, they are made in the light

of a'set of goals. These goals vary from one society to -

another, fream one group to' another within a society,
and from one individual to another within a group.

- Among the goals most evident in the modern world

and particularly in American society are frecdom, cco-

Gip

.

which can be thought of as equitable but may increases,
teenage unemployment; and wage-price controls,
which may Tﬁ‘?[l’{lin inl‘laticm but also reducc e;ffigi&m'

,,,,,, [hL
[hL]r own valuu PLrhaps mmt lmpgrmntly, it en-
courages use of a reasoned approach in dcalmg with
controversial cconomic issues.

- 2. A Political Science Framework for -
Analysis of Policy Issues?

Thc: polltlcal suemm uses certam maJ()r Lcmcept': to

ny pD=
ell it is
here is
about
hould be

L()l‘lSldLr{lb]E dlsa;_,reem:m in )
v@mt things dre important and th they
- i
e
)I‘

5 ]
pohitical scientists involved in the project.
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Ltement of [mImL |l spie nu%qus wis prepared by Paul Ag —
of 5.UMN.Y., | hatfnton, ZWith the consensus of the uih
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. munity it affects. Authority, t therefore, is a

4

studled NEVEI’[hElESS, while pnlmcal scientists mlgh&

argueabout exact agfmmons and preferred approaches,™
the_following concepts provide us with working tools
for pohtmal analysis. Each of the pmblerps we shall be
addressing in this series is a problem ofpublic policy,
and thus 1t< solutmn=or nQnSQlutlo ﬂmuf.t m}_'glve

“The ﬁrst concept is auihonty Wl[h [hlS we refer to

the legitimacy that a political leader,/or procedure, or
pghcy has. A political-action is authoXtative to the ex-
tent that it is acgspted as right and proper by the com-
ship that arises not from the will of gcwernors but
from beliefs of the goverréd. What * gl{lfﬁ a political

decision authority is usually its connection with some -

basic, procedure or mstttunan that the community
views as @ fundamental value. Often this is expressed
by sqme historical event or document. For example,
we say “that the U.S. Constitution gives the President
authofity to comnzland the armed forces and the Con-
gress authority to declare war, while neither: has
authority to”"do both.

Of course there ate many kinds of duthonty—m art,
science; religion, and so forth—all involving standards

of performance or truth. The distinctive aspect of ™

political authority is its relationship to social power.
“The state,’” we often say, embodies the aut‘hmy to
make ‘‘final’’ decisions affecting social valties; or,
more specifically, to use coercive force. Political
authority is a tricky concept because it is often
confused with power, and because its exerclse almost
always means that some members of the' community
must do things they don’t want to do. This compli-
cates the quality of approval implied by authoritative
acts. Authority wanes as this complication grows.

Our second concept is power. Power is the capacity
to get persons to do things they would not otherwise
do, with political power activating instrumentalities of
collective sanctions—customarily the state. Obviously,
power has many sources. It can ‘“‘come out of the
mouth of a cannon’’ or it can rest on such forces as
love, money, oratory, knowledge or authority. Like
authority, power is a relationship. It rests on shared
values and unequal resources. Power is authoritative
only when its exercise s accepted as legitimate by the
community. When power goes beyond authanty deep
conflicts occur in the community and gnvcrnmtnts
must use more force and coercion to sustain them-
selves and carry out policies. We ordinarily think of

. democratic government as 1 model in which power

Q
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and authority overlap and where explicit procedures of
vonsent are used to determine authority. The distribu-
tion (who has how much) and exercise of pewer are
thus key factors in the way pm’bl’eré‘.; of public policy
are handled in the political system. . *

Although we have used the term public policy as it it
were a simple and ‘commonly understood concept, in
recent years political scientists have given considerable
attention to its meaning and analysis. One reason for

* this is that it is often difficult to know when an action

a. relation- -

‘actions are taken. Congress,

is or is not part of a *“policy,” and when nongovern-
mental institutions fu:tually might be “makmg policy.
For.our purposes, this third concept refers to patterns
of action by government that-fare directed "at .

recognized social problems. Thus we think qf publu:

‘policy as not one but a series of actions having polit-
«ical authority and aimed at some coherent set of social

needs. Policy, therefore, is something thatresults from
what government does, -and that reflects tﬁi; power,
values and skills of the political comn

In order to deal with the-TAulti 2
dividual actions that go into pohcy ma litics
scientists often use the concept of process. This refers
to the dynamlc relationships—especially the relation-
ships of influence—among those who take part in the
various steps through which policy is suggested, form-
ulated, authorized, changed and so forth. Sometimes’
the “‘policy-making process’ * refers to what happens in -
the political system as a ‘whole, and sometimes to ac-
tions leading a particular thcy, or set of len:nés In.
enther case, process is always active in nature and fhe
that governing or
cannot be described adequately with formal structures
of authority or power. ’

This brings us to our fifth concept, institutions—
well-established and “‘structured’y patterns of behavior
through which power is ex&r:xsgd and governmental
the Presidency and the-
Supreme Court, political parties, elections, regulatory
age:nur:s and city councils—all are political institu-
tions.' Each such institution is composed of a distinet
structure of rules, procedures, roles, expectations and
rewards; and it serves certain functions. In America
institutional development is well advanced and policy-
making is largely channeled through certain types of
political institutions designed to *‘produce’” policy.

‘Since institutions are by definition well-established,

and elements- of their structure are often defined by
formal rules (laws), political institutions tend to em-
body large amounts of authority in their respective
areas of jurisdiction. lndeecl we Qlten refer to persons
who hold positions or “‘offices” in governmental
institutions as ‘‘authorities.”” So strong is this insti-
tutionalization that political activities outside of them
are often viewed with suspicion, if not outright
opposition. For example, street demonstrations, or
dcmanstratmns m cuurtra@ms -are-usually treated as
“out of order’ in _the

Pahmal msututmns, therefore, tell us a lot about
public policy-making. As embodiments of authority,
they are prgferred channels for political action and
power. They are not only natural targets for those in
the community who wish to influence policies, but also:
are guides to who has power in the community. For
example, Congressional committees are the focus of
political activity on the part of those community in-
terests over which the committees Have jurisdiction,
while these same committees usually become biased in
favor of these same interests. The same thing happens
to regulatory agencies. It is casy to see, therefore, that

11
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most policy processes occur in and around institutions.
Moreover, important relationships develop between
political institutions and those of other types—eco-
nomic institutions, for example. Business corpora-
tions, labor unions, and markets have close and com-
plex ties to polmLal 1nst1tut10n§%ramﬁmg from com-
mittees of Congress and federal regulatory agﬁcnue_s?m
small-town governments. .

Our sixth and last concept is politcal paruupamm
By this we mean activities that are part of political
decision-making—decisions supported by the power
and authority of the state. The first point to be made
about participation ix its diversity. Voting is probably
the form of participation that most Americans would
think of before any other, since free elections arc an
institution in America. But for those of us. intcrested
in public policy-making, other forms of participation
are more useful—writing letters 1o Congressmen,
direct lobbying, or contributions to political cam-
aigns, for example. Bribing, or assassinating, or pro-
viding information to government officials are.other

“gxamples. These remind us that some forms of par-

ticipation are more legitimate, more costly, and 'more
effective than others.

A logical result of these things is the second point
about participation: some members of the community
participate more than others. Although it is not easy
to summarize the enormously complicated nature of this
point, as a rule those persons who have greater re-

sources of wealth, or skill, or status ¢an and do par-

ticipate more and with greater effect than persons who
have fewer of such resources. The fact that this gen-
trahmtlon can be made for every l\ﬂ()!};ﬁi political
syﬁ;[em has nbvmm implicatrons for the djstribution of
power, the nature of policy-making, and the outcomes
associated with policies. Democracies pridé themselves

T on exparjldmg participation, and this is a public value,

in the United States. Even so, th neral relationship
between resources and participation ' remains.
Maoreover, some areas_ of policy-making have more
participation than others. For example, fewer
Americans ‘‘decide’ the level of defense expenditures
each year than where bridges will be huilt over inl&nd
waterways. Participation must  be and
judged not only in terms ol amount, but alsu in terms
of quality and breadth. Some men and women might
participate with great intensity (and effect) in a rela-
tively narrow area of policy, while others might par-

in any one area. Thus political participation is many-
faceted and complex.
Lnoklng ba(.k on th 51X kOﬂLL[‘![% lhar we h.AVL

and, appllga[mn D! le![!Ldl sugngg,
one in itself has a good chance of be ,Ommg an arena
of controversy in the policy-making process: Does a
particular policy represent an ‘‘abuse, or a maldistri-
bution, of power™? Did the policy process wrongly
exclude deserving groups in the community? Does
government intervention constitute  a  misuse of
authority™

or the *‘abridgment of rights”? for ex-

ample The reason f'or th,

bu[ [hr. E?valuﬂtmn Dt pnlmu;. as wclléﬁagh carries wnlh
it values andé,\gﬁhdards—HDw much power is good?
Wha[ extent Df au[harnv 15 proper” Who shnuld

bc—causc “he got the [rains to run on ume,” (Whu,h
later turned out'to be questionable.) So the effective-

ness of a governing arrangement, or of a public po
also becomes .(and hardly surprisingly) a criterion uf
value.

we are left with the -question, “*What is
Political (or **public’’) authority, power,
policy, in%lituti()ns and participatian all in-

pngcss

m:nls can fLmLtiOn I'n dcnmgrau& [’!Dhtus is
marked by bargaining, compromise and accommoda:
tion, and it is this meaning of politics that 1s most
common in America. In cases where there is policy
unanimity within a ‘political community, there is no
politits, while policies that are imposed on a com-
munity also have no place for politics. Politics, there-
fore, occurs where there is conflict over social policies
and where these conflicts are resolved with a minimum
of value loss to any particular interest. .S()rﬂe members
of the community will win, others will lose. Some will
get more than others. But the gains and losses will be
limited by the process of politics. Politics is often
looked upon as a necessarv evil, with suspicion and
skepticism. But as you consider the different problems
of public policy, anll the conflicts and controversies
over solutions that divide the community, imagine
what policy-making would be without politics. Tt
would be policy-making of absolute unanimity or ab-
solute coercion, or both. Neither of these is consistent
with our basic ideals of individuality and the free and
vigorous expression of ideas.

3. Integrating Economics and
Political Science
dlSLlDllﬂCS. n i5 nnpor[am 1o kcep in mmd [ha[ thcy
hav«: mugh in common, aml lhs[ in Lff'e'c[iw: analys&%

gic:[hug hdegd, Pohmal Emru:imy has a lim;; and
distinguished tradition as an intellectual discipline it-
self. The similarities and differences berween eco-
nomies and political science are summarized in Figure 2.

Both economics and political science are concerned
with human values, and with the'decisions about these
values that have social consequences. Both disciplines
are mcial %‘L’if:ﬁi_‘t‘\ 'which means that bo[h havc similar
ection, and




i FIGURE2 ' '\
‘ . THE SUBJECT MATTER OF POLIT C AL ECONOMY: )
’ ' A Framework for An | sis of Political-Economic Policies and Issues
4 ,
: ECONOMICS " L POLITICS
- : ‘(Economic Science) X (Political Science)
o )
_ FOUNDATION .
THE ECONOMIC PROBLEM - THE POL ITICAL FRDELEM
(Wants > Resources —= Scarcity, i.e., our wants exceed . (Conflicts of i .,
available resources and therefore 5 y exists) -

THUS . o
1. FD]IIICE!] economy is the sludy of the methads by which society— )

employs its resources (human, capital, natural, 1|mc) prﬂdu;uvsly resolves conflicts of interest over the authoritative allumnun of

for the fulfillment of human wants. alues; thus a study of power.
Toward these ends
Economics is #dygtudy of How a society decides- - & [ Politics is a study of how a society decides—
a. Whal to produce (i.¢., what wants 1o fullill) and how a. What goal values are'to be sought and given authority
much 1o produce
7 : . b. How societies are to be organized for the pursuit and ‘use of
b. How 1o produce most efficiently (i.c , how to allocate ) power and authority {i hanisms for rcsolvmg canﬂu:l-
resources most productively 1o their allunanve: possible uses) ing values, achieving social goals)
¢
c. For whom to produce (i.e., who is to get what and hgw much ¢. For whom the organization exists (i.e., who gctﬁ what; whose
and how is this to be dcmdcd) L gndls are Euvfd'?)
1. - Political econoemy is the study of social prnhléms relating both to the Iunﬁtnﬁmng of the Drgamzﬂlmn sawholeand
to its particular institutions,
Both Economics and Political Seiénce usually employ a problems approach involving three steps—
. a. Definition of the Problem—What desired goals are believed to be inadequately served by exigling institutions?
RN 4 b 2k € =7
(3 - How does **what is' conflict with what many think *ought to be'"? ) ;
Economics is concerned with problems relating particularly to the goals Politics is concerned wnh problems r:lallng particularly 1o the goals
of— . of —
1. Efficiency and productivity . {, Justice in the exercise of 'powﬁ
-2 ' 2, in 1he dlblrlbUIlDﬂ of power (income, deference,
S 3.
o, : 1. Freedom (both limits on the use of power and access to
s 4, Ssgunly . resources needed to realize individual potential).
$. Equity in the distribution of income HEY 4. Efﬁ:,’nvgn{:;\ f
— - _ _ _
b.  Understanding of the problem— What concepts, what analytical tools, what facts do economics and p olitical
‘ science have to coniribute to an understanding of the pmblcm and its proposed solutions?
What do we know atﬁu how productively resources are being em- What do we know about value eonflicts (i.c., conflicts of i ;
ployed for the fulfillment of human wants related to the problem and redsted 1o the problem, how they are being rcsnlud and the rt:sulung

the Eﬂﬂstqutﬂuﬁ for other values? allocation and use of power?

¢.  Public policy alternstives—What arc their economic and political implications? How may citizens, as individuals
and groups, inflience policy decision-making?

What will be the probable consequences, both in the short run and long Who is proposing what and why? How does private interest relate to
run (the seen effects and the unseen), for the economic goals stated public interest? What are the probable consequences for the political
above? goals identified above? )

Thus what policy alternatives will bring the greatest net realization of values?
I.e., a more optimal allocaticn (use) of resources (5o that their I.e., resolution of the r:srohlr:rn witha mmlmum value loss 1o any partici-
mdrgmdl value products in all alternative uses are equal). ] pant and-a maximum value E;un toall.

Which policy alternative is most compatible with one's economic philosophy (i.¢.. one's view of the
proper role of government in relation to the economy)?
Should gove q
I sa, where? toit? How?

rnmient s role in the economy be expanded or contracted.

l Can povernmient be eflectively nq_mnml 1o serve the roles assigned

d.  Action=How may onc implement ane's views?

How does one act as consumer, producer, as a member of an interest i ;
“ffective in hnngmg aHilul dr:urrsd Lh“mge:s"

gruurn to hring about desired changes?

ERIC . To16y
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‘soc al problems.
“summary of the four steps in a rational approach (o
:thE study of s.cn.lal problems.

theyd share a

the construction of theory. In short,

: L ymmon emphasis on verified explanations of patterns
p

Both, -therefore, dre concerned with
See Part II ih Figure 2 for a

of social life.

iplines differ in their framework for
analys’ﬂs lnS[llthlOFlS, fundamental concepts, and the
type of evidence or ‘‘data’ they most commonly em-
fore developed different areas of expertise. Econo-
mists are experis on ‘the’ vast array of stable and
changing conditions that are related to the distribution
and exchange of gaads and services. They concentrate
their. attention on the institutions or arenas where
thete eapnomic decisions take place. The most nmablc
of these are what economists call ‘‘markets,” with
their’ component buyers and sellers. Their data are
commonly in the form of units of economic value—
money—units that -have the great advantage of pre-
cisian and compdrability.

Political scientists, on the other hand, are experts on
the distribution and use of social power, and on the
institdtions through which that power is mobilized and
madeé-authoritative. Most notably, these are institu-
tions of government, political parties, and eleciions.
Since there are no measures of power or authority
comparable to that of money and market values,
political. 5c1ennsts use various forms of data to study
politi 'ludmg_. votes; opinion surveys, laws, and
]udlmal demsmns lt is dlm Lru«; that JU‘SI as cu}nnmlsts

ploy. Economists and political scientists have there-

condnllOn% dlreuly and ndlreulv, pnlmgal s(.ltnlls(s_

know that gtonomic resources are resources of social
power, and that Ec'(\nam,!g issues;are a major clement

of politics. P,
'Insofar as alternative social goals can be assigned
economic values, and* markets exist in which these
values can be expressed and measuréd, economic pro-
cesses and analyses are effective mean§ for achieving.
social policies. Cost-benefit analysis remains a classic

way to choose among alternative human values am:l
policy goals.

When, however, human values cannot be measured
as ‘‘economic goods,’” or when markets are for some
reason (such as monopolies) not effective in their
pricing and distributiof functions, then policy
ions tc:nd tn be moved imm thc. ecanormic tD the

ﬂlL[b among alternatlvc human values and sgclal g@als of
all sorts, with lhE resulting policjes being enforced through
the power and authority of government. For each of the
social problems treated in this series, you will find it
interesting to observe howsboth ecoriomic and political .
factors contribute to both the causes and pogsible
mlutinns Df’ the: pmhl(,ms and 'hnw ECDEGmiEIE and
pmblcms are and how they mlght be sclved

While we recognize the importance of the other
social sciences and the extent to which they enhance
one’s understandnu\, oj pubh; problems and nsues

uplmési eCconomics ;mcl pall
resource. materials contained in [hie Eiﬁd other units in
Lh; s;nes provnde mnu;tc: 1llu<trdnon5 oi hc)w eco-

]’!UFDDSL% ni Lndblmgz sludc:mr, (l) 1o analyze and
understand policy issues and (2) to participate effec-
tively in the political process through which policy
alternatives are examined, promoted and acted upon.
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‘Togic Overview . -~ :
| Health Care for Whom?

- ’ : , . . .
) : "

" Laurence E. Leamer an;i Paul A. Smith ' .

L

L

with what many people think *‘ought to be,"” when the
facts of our living differ from our<alues, when many

think something is wrong with society or its institu-
tions. Although some people think that health and
health services in this country are satisfactory -or even
excellent, many think otherwise. Whether a sdrious
problem really-exists or not, our students will live in
an age in which health care is certain’ to be.one of our
major political-economic issues. . ~ b

The study of any problem should begin with trying
to see clearly what is'wrong in the eyes of thosé who
-are disturbed, including certainly our own students,

their families and community. This we will briefly do .
next. Then we will turn to economics and to political ’
_ science to help us further to.clarify the najure of the
problem as viewed fram . their unique perspectives.
Finally, before delving more deeply into the back- '

ground of the.issue, we shall try to clarify further ‘just
what our goal is, i.e., what Is this health we aspire for?

The Problem from the Perspective of the'Layperson
(and probably also our studenis)—Many people feel
that a national health crisis is upon us. It is composed
of many personal and family crises when serious sick-
ness or infirmities strike. Even the healthy oftem:live in
fear ‘of unexpected medical bills not cqvered by in-
surance. The following are some of the facts on which
the layperson’s sense of crisis is based. You and your
students will probably be able to add concrete personal
evidence, especially on the first two points.

d. Health care is very costly and is hecoming.more
so."A short routine visit to a doctor’s office is likely to
cost $10 or more and a thorough physical exam

perhaps up to $125 or more. In 1975 hospital costs .

rose 18.2 prcent in just one year to a national average

H

oA
L] 3

of $128.26 a day for each pétiém, or approximately
$1,000 for a typical stay of eight days.’ What does it

~ cost in your community? Add to the figures above the” X\

physician’s fees, special drugs, perhaps a needed

. private nurse, and- so on.” Your medical and hospital

bills may well mount to imany thousands of dollars,”

and health insurance at its pest will probably cover "

only part of this. Each of us consequently faces the
possibility of a medical bill that ‘could wipe out a year
or more of earnings, perhaps a lifetime of savingsi or
that might impose such a cost. on our families or
community. : P

3. -There are many o ﬁ;gés of medical services.

7 TT? to,find a doctor to make a house call, even in an

erfergéhey. Indeed in many communities, try to, find a
general practitioner at all (while the number of physi-
tians has been increasing, thg percentage providing the
primary care of the generalist ha$ beert declining). Or
if you live in one of the less affluent states, try to find
a specialist. Or in many rural or inner-city areas,’ try’
to find a physician of any kind. Medical services are
poorly disttibuted in relation to“the people ‘who-need
them. Shortages are common, while there are surpluses
of doctors in some suburban areas. What -is the
situation in your community? ! L

3. The cost of publigly provided medical services is
mounting rapidly. From World War Il until 1966 govern-

- ment expenditures for health care rose along with private

expenditures. Publicy provided medical services cost
slightly over 20 percent of “all health expenditures.
Then in 1966 came Medicare and Medicaid. Govern-
ment expenditures mounted. Tndeed, in 1975 Medicare
expenses rose 30 percent over ‘the prior year and
. JERUU B BT | =

For the most up-to-date- figures o this and other statistical facts
that Tollow sée the latest issug of the February Sociul Securiry Bul-
{etin of your librury or a nefirhy Savial Security office.
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Medicaid 25 percént In 1975 all gos}ern'm’ent éxpénd}—
Expendzturés As a résiﬁiltw

gavernmem expendl;ures, f’edgral state an;‘l Iocai

higher payroll d&ducuons -
4. Qur total national fxpendnures for health are
mounting. In 1950 4.6 percent. of our GNP Wwas de-

‘voted to health services. This rose to 83 percent in

1975 and. lSiEXPECtEd to.rise to pa-rhaps 10 percent by.

_ IQSD We as a nation are spendmg over $100 billion“a
year for health care; in 1975 we spent $118 billiag
an average of $547 per capita or $2,188 for a family of
four. :
mounting expenditures. But in 197%,- for example, tl}e

. cost of health care services rose more than “twice as
fast as the rise in the overall cost of living; It is higl

-time for us to try to see Wh&’i[ is happemrpg Are we
demanding rapid mcreaqe and
“fsick™

and getting ;1
improvement in tlz/g}u:alth services? Or is this a
industry absorblr; an increasing share of our national
product but dmgg little. more to t::arn 1t‘? .

mumty a_nd in the hDﬂ}ES “of our s adents. Is all [h;
fuh;)r over the high coslt Df m dlal care simply

problem brough[ 0
after more of fhe national praduc.t for [hemselv&s? Or
is it a crisis which is inevitable whenever a nation
changes its priorities and employs the political process
to: develop new and better organizational means to
serve Emergmg goals? Indeed, lS i[ a pmble’m which

allewatlon? As the Introduction 9tates it is lhE central
purpose of both ‘economics and political _science to
help us to use ana!ytlcal conu:pts to LlﬂdEl'ﬁ[dl’ld

orgamzatmn of soclety to cope with the baszf econom-
ic' groblem. The economic problem arises from the
fact that, given the state of technology, our wants are
greater l}han can possibly be satisfied using available
resources: .natural resource%, man-made capital re-

I "human resourc and time. Scarcity, i.e.,
limited r’éso'urcx:s, is a fagt of life: We must therefore
~chgose among the alternative uses to which resources
may be put. Somehow societies must opcrate within an
economy, an economic system, 1o try to'make the best
use of. their scarce resources in the fulfillment of
You will recall (or if you do not, you
" should review) that the concepts italicized above age

almost. lD pErEEn[ of all

for .

lnﬂatlon is' part of the x:xpl,anatlon for these -

7

=

ones stressed in the Introduction to these units as the -

* advances,

thus ‘for gﬁnods and services (do:turs
teachers, hospitals, clinics, etc.) which help to preserve
or improve ourselves. It would be great if health were
a frEE good, if we muld all be ahd remain healthy

fre:t: .glfts of nalure (lf we do rlm,gomammate or mis-
use them) are the sun, the outdoors, the air, qur
- generally healthy bodiés—all of which can contribute
to our physical and mental health;- Indeed one of_the’
problems of interésting many students in health is- tl%t
they are of an age in which they are probably enjoying
these free gifts without much-concern for their . po-
. tential loss..

2

Lg*

nursgs héallh. »

“But in part good health is not free. “As m\nhzatlon o

we find that; we use more of our scarce
resqgurces to preserve fand protect the health we have.
W& try to improve our knowledge of our physical and
mental selves. We spend more on technologies “and
‘facilities to improfe and make more broadly available
‘our -health sefvices. Therefore, a large and growing:

L

se;:tor or our economy is devoted to the satlsfactmn of ri

“The several basic questmns around Whth w& siudy
economies-as wholes have their counterparts mu“ the
study of a sector of the economyy such as héalth

e What shall be produced and how much? What

health services do we want? How much of our

national effort should be directed to meeting our .

wants for health? (always | rcmemberiﬂg that
scarcity dictates that more and better ~f octnrs
hospitals, public health facilities, h&alth Yeduda
tion, free services for the aged and/c)r poor

e
usually provided at the *‘cost’ of other hlg%' ’

desired goods and services and each other)—
Review the appartumi_y cost prmuple as described
in the Introduction.

How shall these goods and services be pmduced"’
How are health services best organized—by indi-
- vidual family doctors, by clinics, by joint pragtices,

through hospitals, by health maintenance organi-,

zations? . What is the most efficient use ., of re-
sources within the health industry? How' ¢an sur
resources best be used to -produce the health
goods and services we desire? What -is the op-
« timum baldnce of alternative and competing ways
to produce what we want, e.g., of health research
vs. health service, improved and expanded medical
education vs. health” education in the schools,
more hospital rooms vs. more clinics, more aid
to the aged vs. more preventive medical services
for the young? ‘ ‘
For whom shall the goods and services be pro-
duced, i.e., how shall the output be distributed?
Who should have access to health services? Who
- should be served by the most skilled people and
' in the best facilities? Are there peoplet who should

,

e
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- The ill are not effectively free to work,

Q

+ , other side of this thigd”

LA

- - t.'g“& .

. g : \»-& L -
receive no services at all? Is there a human right
—to health? (If so, why?) How much? What ‘quality?
And if there are not enough resources for all
.(there will not be), who shall ‘be served, and ul-
_timately who shall live and'wito shall die? An-,
ﬁucstmn 45 how much .
should be paid to doctors,” nurses, medical aides,
pharmacists, health teachers, or those in another ,
health care role? This détermines _what share of |
our total national product gach will regewc as*

and how

;- compensation for his or*hér services,
mur:h health care will be available.

nomic %DS]S Adentified in the’ lntmdvﬁ.nonMFnrst am’j
' perhaps foremast it relates to the,goal pf efficiency.
aAre we makmg [hE best use ot our avallable resourc%s”

.. ! .t
The problem of health thus relages’ tn se:veral l

Secand health !'Eid[ES t ;the economic gnal DL%iag-
ress and dé*velapmént S_sn.kly peﬂple cannot be as
prodiictive gs they might be. A growing economy is
more hkély to have the resources, to devote to better

d thxs problem relates wtdlly o economic security.
The threat of sickness and its costs,endangers the te-
curity of many households, not only because of pos-
sible medic4l costs but also due to the possible cost
of one 5 very emplaymem i

relates also 1o lhe gaal of equity, i.c., JL!SUCE whn,h is
also a political problem. Is adequate health care” a
human rightf’ Are we praviding adequmt care Far all"?

able? HDw!much should thase: wh_u pmvnde, medical
services be paid?-Should those who -render a very
valuable service be paid mere or do they, have an ob-

. %écnamy in the congext of
i

o , -
. : -

1 ' ’ - F
4

”  health care ;%e would fike and akci%ave the mAny other

, goods and services we value.
The ecofiomic perspective exists to’ alert us td our
choices and their consequences. Since we cannot have

the vedy-best of free health for all, the problem is to

. develop the health service s,e%r of our economy 50 -’
resources that are-em-

" Pléyed there rather than in other desirable ways. An,

that the best use is made of &

important aim in teaching Should be to%help students,
to see and understand ‘the health service sector of our
the many other desirable
oods and Sgrvices we seek. R

The PBroblem from g "Political F’érspeuwf
provision -of health services is -basically an economlc

pmblem i.e., it concefns making the best use of ;our
) resourees for thc rendenng of desired health-related

But LDﬂﬂlCN of ifiterest are ins
any éuémpted solution to the problem, as
;5 of freedom and Equahty- Political science
perspective for seeing and

vnlvq;i

are conce
providgs ;11‘1 mdlsgensahle

un,clersta.ndmg +hese conflicting interests ahd valugs, :

and for Lnderstandmg the process by which solutions
are to ‘be sought and the-roles in this process you or
your studgnts fnay-play.

Let us review very briefly, i
- problem, the several basic pofitical toncepts éxplametl
i the Intfoductién. They will be italicized when first

used pelow. Vltally involved in every problem are people .

ferent Values. Politics is the
valué mnﬁl}ts are resolved through authority, i.e.,
through procedures and institutions that the com-
munity accepts as ‘proper channels of soeial power.
PQWE’F is thc pnme m;;wcr in pahtlcs lt is seen wh

and groups with différent mtegs[s and probably dif-

wcsu,ld nm mherwnse chaase to dn
exercised so that authoritative units of government act
1o achieve recognized social goals the* result is 'public

ligation becaugse of their skill to serve their fellows ~s policy. Thé involvement of individuals and groups in

more? ‘

Finally, thé problem of health relates to Jreedom.
to develop
thernselves, to enjoy .the oppoftunities of life. Should
the well or lhe young be free from having to con-
tribute to the health care of the less fortunate?: :This
issue ﬁ\g component part of the palmml umu.m of
freedgm

tumty cosl pnnuple, pe:rvade Thtl‘E 15 a sc.arg.uy of
resources for health. More health services are at the
“‘cost” of opher desnre:d goods and services: education,
hou-;mg, recreation, etc. More .preventive medicine
may be at the “*cost’ of lmpmvcd therapeutic health
care. Our interdependent economic world 35 so often a
cruel world. Almos]tt&fvery good seems to cost another
good. Everywhere there are trade-offs among goals.
Every solution seems to activate other problems. We
hust choose. We cannot have our cake and cat,jt too!
We may not be able to devote all the resougces (o

=
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these political- processes is called participation, and
stable patterns of authority and action that emerge in’
the exercise of power are called political fnstitutions.
All of these concepts are applicable to pmblems of
health.

Whnlc= we are all in br@ad agreemen{ on the valut:
par&d wuh Dther competing goals, (ch many Df your
stagfents wauld giw, up a car-or dFiVé ‘mm‘e ilﬂwly

We leagFEE on the relanve menr[an;e Df chfferenr
emphases on health. «(Should there be fewer doctors
-in your confmunity so that ﬁmre are available where
néeded morg?) We disagree on how much we should
pay for health services and on how much those who

prDVldc thesg services Ehgmd be paid. (‘%h(}uld a shm‘[

[hL young r)mbably see less need far health care than
the sick or aged, especially if health care-for others

#will *‘cost’’. the healthy and young goods-and services

.they value.

1

(Would your students gladly pay higher

20)
,

1

L1 the context of th;s‘ :

R

&

rocess by which these -

When power is
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gsssqﬁsthat the agegand poor mlgh‘t sbe better
;d for”) leewnse, the -ﬂEl‘E who _Are now. able to

- buy Lfal-uy health cgre, ymay t tb the. cost of
=« ~ providing. care of the same qu,, l,x(Do your
: students think that wt 'hould w ¥ expensive

. medical [Echnolﬁg

means much hlgher taxe§ onh all, lrur ini, the youngh
Thustconflicts of mtefssts Abound in the aPeagof natign- -
al health policy. Politics is the procéss by which thése

conflicts are resoiv&d and Sﬂihﬂfd['a[lvﬂ. pub n: policy

+~  formulated.r e s
* One view of: pohm;s is that’ it mi}lves privife in-
terests liémg ratn:mahzed in terms of the public good.
The “pul?hc good’" thus legitimizes a d¢ecision or pol-
¢ ' ey, Fer i:;:raﬁ‘lplﬁ's eachers should be paid more (our

private m;el"est) becauie thereby our, society will have
befter schoolst(public good). Or young people should
, not be taxed to pay medical tosts of the poor (possibly
y@(ﬁ*\studems private interest) because such a system will
pster ar nalmn of frresponsible died lazy individuals
(public cost).
Employmg [hl‘i pEl’bIjCL[lVE

ﬂlctmg interests involved in the problem-of health

’a

we shall see Lhe con-

care (those of the doctors, sthe medical specialists; the

nurses, the public health ggencies, the patients, the
public). Many of these or their spokesmen will be
‘busily engaged in politics, i.e., in rationalizing. thel™Nn-
tergsts in tegms of the public good and: thén partici-
pating in piblic policy-making, exeru;mg poweér within

. the agree ,,\upcm tramcwark DL aulthty l[ is im-
* portant for sthde
soma[hmg that GHIE’I’ selhsh interest gmups Lﬁpnusc 1[

* is pait “of their'own (and even yuur and my)human na-

"+, our own self-interest by our BL!!% that what is _g_jugd“mr
“* us is really good for society. ;

k‘éjw mér;" R ; ' ‘3

s

b -

;Tafl if-to doysq

*

[lH‘t Maosi of s are blind o this fact since we becloud”

"~ . Thu% a central goal of our instruct%n should be to-

tures. The political perspective should help us to
« understand ourselves and society better, and helppus
c; play - more LDD‘%[FUL[]VE and UndEFSlﬂndlnE rok in

are regolved and thE genera] welfare and rc:al nmerests

of most individuals arfe best served.
Finally, and very importantly, the political perspec-
é tive should -assist us and our students to discover how
. ,we pgrmnally fit into the political process and thus
how Wt may be mDre constructive and effective par-
_ - ticipams in public policy-making to implement the
values we stand for. What organized interest groups
A\ _ (if any) really are employing political‘power effectively

“in the service of our goals" What mle% may E:ﬂEh of us.-

as an opmmn follower, as a. utlzm" ‘And pcrhaps Lh;
.. ultinfate and hatdest question of all regarding political
partmpa!;;,on how may thé layperson recognize the
ipetent and Fespansxble authority on matters of
lebllL policy related to health care? Are there guide-
lines by which the great majority of us, who neccessarily
know less about national health problems and policy,
can be guided by specialists and leaders who really

=
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T alert our students td see themselves as political crea--

) of national héal

i
k]

¥

. health but also mental health.

.y A. ) o " v

Nélt

" final definit

. goal in mstruu‘.mn can ther fc)ré be Dﬂly;{@ actwate

our students’ irterest in the%é matters: We hd| eirthat as
Ta result they_will be more, understanding, more de=
_w»manding' of the economists, politi€at scientists,

political-dnd 13}1 lic leaders who §pEClEllZé in the study
policy. For it*is they who must lea
m&he for "ulamtm of .better ways to implement Qug.
em&rgf' nd often mﬁﬂlgtm goals regarding health
s&rwge‘s":@ §: : )fg

.!Ik ¥ {i

Health as a Goal: {ts Mearyng and De} c?fmmarzt-:—
‘Sometipmes the SImp\E:ﬂ c.oneepts turn out to-be the
- most mjmplex Whdl initially séems self- evvd'ent we
find we really do'not understand. Probably it is this
way with the concept “*health.”’ Thus as we conclude
our preliminary formulationyof the problém we should
ask Durseﬁs just what we mean by ‘‘health” as a goal.
The Wurld Health Organjzation (WHO) déﬁr?

ECDHD!THQS nor pu ucal suence Ean pr_gwde.

-

e

health .as *‘a- state of LOFl'l]jlé[E physical, mental an
social well-being am:l not_merely-the absence of dis-
tress,or irgirmity.’ Thg customary view of ‘*health’” is
probably Ythe latter, 11&, absence pf distress or in-
firmity. A mérit of thée WHO definitiof is that it re-
“minds u§ thaf health as'a. goal may be much more.
Health as a goal may cone ot only physical
s [?iwg accept the WHO
definition, we will be concerned not only with¥physical
Iancl .méntdl well-being but also with social’well-being.
So defined, our goal s broadened to be almo%t EQUl\f=
alent to the goad mclety
bmadly defmr;'cl are moré varled th&n first
Disease and infirmity are most directly attack
curative or corrective medlcme Basically and minil

p;
by

and -

ally, health as a goal involves an attempt to pmvndé

resourees for thc cure Df our [yplgal ills and aLlei‘ﬂ['%

,,,,, ',,ysngal envnron-
mcnt iS5 an addmcma] source _#1 poor health: en-
’VIronmcmal pollution, dangerous cars and hlghway§
slums,” poor sanitation, for example. So also is our
cultural env1mnmen\ poverty, cigarette smoking, drugs,
overeating, drinking, careless dnvmg, passive gpectator
spnrl\} Emd TV VlEWlnE, EtL
than almost dny chsease S0 is the ugarette So are
nven:atm;a (m developed natlom) and %larvatmn (m
chets ngrty, and frequen[ly assouated thh 1[ bad
nutrition, substaridard housing, inadequate sanitation,
and poor cducation- are certainly important correlates
of poor health. Some may even argue that the medical
drama which so permeates our television makes hypo-
chondriacs of many of us and thus harms our mental
well- bun&

ne
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muc:h more,ﬁ'ian mﬂrely keeping :physx:ally well. And.

[he mamtenance of | "heal[hy sm;lE[y and cure Df its

i‘nore tharr mﬂrely more and better health sérvices."For .

fample, programs to alleviate: poverty or to provide
better health’ eddcation may be’ better cures ,for or
preven{aﬁv s of sickness than would be 1mpmv;d or
Qa/dely'avallabie medical services. This *;ﬁ“leans
that the economic problem of -health isoBroader than
fwe first ¢nv1510ned It may mvolve the: better alloca-
t!D‘h and lise of all resources for the attainment of
many social goals,, S;rmlar !wnh the political prob-
lem: Health is related to;tjz resolution of conflicting
whole

JntEfEStSFnd goals by sociéty as

‘o "Backgmund an‘ﬂ AﬂEIySIS Relal ng to the Problem

Enough then of the broad definition of our problem
We mus[ nDt lét our knowledge of IhE Lgmplexlty
on freed@m and
mark@t forcss alonc KﬂGWlEdE& cam be atithe “‘cost’’
of -action; rather our goéal with our qLud}ehtq should
be to make kridwledge 4 Ydsis for.informed and re-
spcms;blg a;t;m’% Eu[ bsfc:ra turmm5 tc: pr"oposed pohe‘

’ bneﬂy review" mur current: prggrams and rJDllLlEE Then

.,we will-in turn rpview the economics of the health

industry and.the fpolitics, inc:fqding the\interest roups:

‘involved therein. We récommend, indeed urgeé, that
you read alodlg with the:materials that fdliow the
JCEE’s Economic Topics pamphlet on The Economics
of Health Care. Part One, **The Health Care System”’
relates particularly to.this section. !

i
, -

. Our Current' Programs as Revealed by their Fi-
nancing—In 1975, as we pointed out above; we were in
this country “spending $547 per capita on personal

health care. But for .your students and all persons

under 19 years of age the average health expenditures

- 'were $212 per capita; for those between the ages of

19 and 64, $472; and for persons 65 years of age or*
older over $1,360. TThink about these figures for a
moment. In 1975 per caplta disposable’ personal income
(i.e., average income per person available to spend or
save after taxes) was approximately $4,750. Almost
one-tenth of what we have to spend goes for health.
And health costs are highest in. the later years when
incomes are generally declining. Like education for the
young, medical: expenditures for the aged cannot al-
ways be paid for by the recipient when he or she is
served. Somehow their costs must be shifted to others

" or paid for when the recipient has an adequate income.

Q
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Roughly only one-third of the average per capita an-
nual health costs is paid directly by the patient. Ap-.
proximately one-third is paid by the average patient’s
private insurance plan—for this the individual and/or
his or her employer have been paying premiums. The
remaining third of personal health costs is paid by the
government,” and thus by taxes. Let us look mare fully

Aruitoxt provided by Eic:
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into these last two-thirds,. f'irst the financing (6f personal
health care through private insurance and secondly
through government. l\‘

Approximately three- fourths | of the civilian popu-
lafion have some formd of privatg health insurance. Of .
thesg civilian private insurance owners, 42 perggnt are
insured with Blue Crass/Blue Shield, 62 percent with'
Q{hﬁf private insurance Compames, and 6 percent
with Health Maintenance .Organizations (the total is

above 100 percent because some have insurance in
more than one category). Three- fourths of all these
prwaté insurance ewners are insured by their place of
employmerit; with the employer paying part or all of
the premiums, % .
" Blue Cross covers hospltalgcmts ‘It employs a service
benefit approach,-i.e., it pays the hospital the ‘tqtal
cost for allowed services, e,g., for a'semiprivate room.
fEhus as h(ﬁpltal‘i Lharge more for this service, premiums
far -this coverage Tise. -Blue Shield covers surgichl,
- costs, ’but on an inflemnity basis, i.e., paying a specified
amDun[ per - designated operation with the patient
paymg the r&malgderﬁ Thu% as suréecmq charges rise,
ana[e insurance companies usually Employ thc’: in-
demnity appmad?!ﬁ cgv&-ring both a patient’s hospital
and surgichl, costs. But in addition to. Blue Cross/Blue
Shield or privafe inslirance company hospital and

%surglgal coverage, one may also purchase (or his em-

I

)

plDyer may purc:hase fur him) Mamr Medlgal coverage.
abmve pohues, For Example it may pay_ expenses after
$15,000-%20,000 per family member. Then it usually
provides for deductibles (i.e., for the patient paying a
certain percentage of costs above the deductible
amount, often 20-25 percent). - F

The 5 percent of the insured civilian pof
who belong to Health Maintenance Organ

ulation
izations

(HMO’s) have a very different arrangemént. The
HMO has its own staff of physitians andf usually_
its own hospital. Thus it generally fully gévers all

allowed hospital and surgical costs on a-service basis.
Physicians Fre not paid a fee-for-service rendered but
rather a salary (like teachers for example). Differing
from Blue Shield and most private insurance contracts,
nonsurgical physicians’ services are also covered, e.g.,
clinic, office, and sometimes even home visits. As their
name implies, HMO’s are concered with preventive
medicine and thus encourage' physical checkups and
health maintenance visits by its members by charging
no fee for- Séi‘ViLé :

Bluc Shlcld and other pnvatﬁ: insurance plans are: usually
financed jointly by employers and the insured, but
with the latter picking up part of the hDS[’HIEVSUl’glE&]
costs. In general, the insured pay approximately one-
third of their total personal medical costs—often
around 20 percent of their hospital costs, 60 percent
of thelr physicians’ charges, and an even larger per-
centage of their drug, nursing home, and dental costs.
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nsd services.
combinles servige-type benefits with Lnslgﬁmé. For’
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\ The third of all personal medical costs thatiis fi-
nanged. by the government consists of programs par-
ticularly for the aged and for the poor. Fipst these is

Medlcare Me, icare i a governmenl spansmcd rmual

1kL B@:}me/

&i}:é, 1ts beneﬂts fall into t\ya parts. Part A
- 1ospitalization and related serdices. It
sefvice benefit approach'’(esg., covering

the first 90 Hays) wnh CcOst-
5. I too

t‘:xamme, there s a deductible amount the individual
must pay plus a coinsurance provnsn@n by which the
mdlwdudl pays 20 percent of the .jmuum “dbove the
deductible sim. Part A (hDEDl[al)cl'i haanu.d by a pay-
roll tax. Part B (physicians’ services) 1s vulunldrv dnd
involves a monthly premium paid one-hal¥by thg per-
son and one-half-from public funds. :

Medicaid is a” tede:ral/s[a[s. 20
program of public :
It covers hospitalizat 'h\%luana services,
nursing care,” Medicaid, dif g from Medicare! ap-
plles to all ages. For further and more up-Jo-date
lnformallon on Medicare or lV‘LdILdld see a recent al-
‘manac and yearbook. -

a
wmally %UPF(‘)T

Economics of Health—The p
adequate health care is badicagdy cconomic. We simply
do not have enpugh human and material resources
to satisfy all our desires relating to health and also
our many other desires. The economic problem of
scarcity exists. Also we may nodt be making the most
efficient usc of the T
Efffciency, remember, is the central to which
cconomics relates. n this section will briefly
survey our health services just as cconomists would
survey any industry. First we will mke an overall view
of health services as an indusiry. Then we will look at
the dcmand For htﬂ“h %ﬁrviccg [hL supplv and ﬁﬁélll'\’

:m of providing

—

goal
we

[ [hL marku W(: rummm;nd ind
urge, lha[ ‘y’ml read ;i]Dn;f, with this section the JCEE's
1-7, where this

mpic is devclnpcd mr:)rc;' Fullv

Umled Slate% lndc;d in 197() one out of chry 120 per-
sons employed .in the nation was in the health services

* It is probably higher today. We tend msfﬁlnk m hmllh

ERI

Aruitoxt provided by Eic:

services as being rendered by physicians.

2

I medi ;l
lI i\ pmh’

for every physician (3 clerks, 3 aides or Dﬁr'dt:l’lit_“é.
nurses, | practical nurse, | cleaning person,
or demal tg@hnici:’m ;}nd ] t'ood 'prc’:parer)

Ind&:d, thy .~,hDuld be dlLI’[Ld 1o the many S]\I”Ld dnd
challenging occupational areas in health services: ¢.g.,

s, medical- technicians, dietitians, skilled thera-
iy pdrdmu:lu:. In addition, there
occupations in, for example, the pharmaceutical in-
dustry, health education, hospital administration, hos-

and

urces we now devote to health!

are closely related -

Are

-Why? In

L]
™

"
¥

. .,

pllal al’gEl[CL[lll‘L, and even mL.leg;ll economics. -,
Two-thirds of those empl@ycd tn the health services
‘M "éd in hDspllals .jgd nursing homes. Thus
mL demlsl% offices,

hcallh services are ‘not Dnly a largé industry but a’
rapidly gmwing iﬂdumry Fc')r a more recent and more

recent Statistical Abstract for the U S. Browse [hr(bugh-
the section on Health in Part 1 of Vital Statistics.
In cconomids we are concerned with the market
through which an industry serves its customers. Prob-
ahly the most striking contemporary
to is the rapid rise in the cost of
the large incr in health gipc;xdi[urm in Lh; u.s,
,ccmmmics we look at demand and supply.
Why:the sudden increasc in demand? First of all; our
population has been_growing. But most important, the
prgportion of older PLDI‘!IE‘ has,been increasing greatly:
we have seen they are the greatest users of health
services! Secondly, 4s a result of new technologies and
new-medical technigues we=desire types of health care
that were not previously available, For example, the
aged used to be caréd for in ow’ homesy now we usually
employ nursing homes. Childrgn were born and cared

for at home; now they urrivgin maternfly wards of
hospitals,

may be cared for in children’s wing of a’
hespital, and are kept well bv skitled teams of medics
,md a4 vasl array ui deleu .md Ihmelu Tcday

Hmllh s now mu;h more than a u)unlry
doctor and an aspirin,

nulng_lu;

Thirdly, our demand for health senvices has been
growing because our incomes have been growing, but
it is the distribution of income that affects the distri-
bution of good health. The poor cannot afford to bg
ick, and when they are, they may, have to rely on
letting nature’ take ils course, iTi‘fe .more well-to-dd
spend marg on health, not t’mTv'”phVE.im but often .
mental health as well. Finally, a- “ery important rcason
for ingrease in demand has been the rise of new ways
of financing health expenses b‘v insurance and by the
advent of Medicare and Medicaid. Because on the
average fhe direct cost to us is only about one-third of
th acuml cmt m' mt_diciﬂ SCrVigC\ ([he mhcr two-
s0Imme
Lil services [hLV wcmld not wuk if
they were directly paying the entire biil: -For all these
reasons the demand for health services is incr 1.

Indeed, the demand for health services differs in
several important ways from the demand for most
other goods and services. According to conventional
LL'nnnmiL Lmal' i th consurrer in a l"ru; ;nn’.rpriu

may dgm nd de;

mg Ihd,l he or sln ‘must pay the tull msl n! w!mt;vgr
he or she chooses to buy, decides whether to purchase
a desired good or service. But these conditions are
not usually true in the case of most expenditurés for

23 x
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heémh The consumer (panem) is largely ignorant
aEnut the quahty and even the [ZH']LE ‘of the service
about to PE purchased. Indeed the ‘medical pra"tg.ssfon
generally aims 1o keep it that way; their ‘tethics’’ do
/not- permit them to advertise. Thus efforts of self-
designated *‘public interest’’ groups to provide con-
| sumers with knowledge about doctord’ specialties, edu-
cation, charges, and records have been resisted. Pro-
- ‘féssionals scmeﬁmes (and not only, dactors) favor
competition™ for others but resist it in'their owr pro-
fession. '

Once the patient has chosen a doctor it is usually
the physician who decides what the buyer is to purchase

in the way of medical care. Since so vital a thing as
health is involved, the physician is probably told to
“spare no expense. Few of us would give our plumber
or auto repairman’ gr even our school superimendenf
such freedom. Iié’ve who will pay the bill but our
doctor .who influénces.-our demand for his.or her

services. Our doctor, of course, will probably be con- -
cerned about the costs to us. But éven"his or her judg-'

]i‘FfOLEt:[Ed at lEEst in part by msurame, will ncn dlrEClly '

have to pay the full cost. Also the modern physician,
threatened by potential malpractice suits, may be
.prone to be indifferent to the patieﬁt's’ccsti A lesg
expensive procedure could be at the *icost™
pensive negligence involvement by the doctor. Th&;
opportunity cost principle has unusual applications.
There are likewise complications on the supply side
of the market for health services. For example, the
limited supply of doctors is in part . doctor-made.
Why? Although the incomes of doctors are generally
high (a situation which should normally increase their
supply), their &umbgr has been restricted by . limited
admm 'ons to thedical s:hgals' Similarly‘, th medigal

~of - the pclluus of this i

- and in exerc

4

}

1 ,,,1ty~ of unhzmg authonty for makmg pubhc pol-
n,y relating to the health:service inddstry. We shall
now identify the prime actors in the- political drama

concerning health services. :Whosg interests are in-

volveﬂ'? Whn speaks for these mtergsts"’ Ihen w1th our

€. The hlstory, Df course,
leads to the current political situation including roles
and strategies yqur students_(and their teacher) may
plﬁy in -deepening’ their undemtandmg of this issue
ng thenr own political power for public
policies they favor. We hope that we will thus bring
concrete meaning to - the fifth and final basic pelitical
comcept described in the . lntroduc.tlon, i.e., political
participatio.

The- basis of politics hcs in COﬂﬂlLts of value, The
working out .of these conflicts so that public policies
are made and governments can function is politics.
Like-minded citizens "who organize into groups have
more political *‘resources,”” and therefore have more
influence. In the politics of health services there are
several interest groups engaged in the formulation and
promotion of policies that serve their interests as
they see them and also the public good as they view it.

First of all there are the physicians,
350,000 in number. The most influential organization
5peakmg fcr thls graup 15 thc: Ameru.an Medlcal

long, Like most dominant associations of ;hé ECQ-.
nomically very successful, the AMA has been a strong:
conservative force, an agency to preserve the favorable:

emnom’ig itamf‘ uf its membars and to GD]jGSE most
StatLé. Thusi lhe AMA ha.s saugﬁht 0 pres:r\fﬂ the fee-
Fmr sc;rvi(:e s'yitém of paying dactors and thé r’ight of

pharmausts or paramedlcs from pt:rformm;ﬁ services

that doctors normally perform: ‘Likewise the medical
profession has often oppgaed innovation in medical
organjzation (e.g., HMO’s). "Of course in all such
cases the prﬁf&iiion ju%tifiu; il% 'pmitimn in terms of

,,,,,, You re-
mambgr this pragtlce is a nearly unuersal “leitical"
act. We as teachers .often do the same; so do. most
‘professional groups who control a highly valued service
or good. There is a potential monopolist in most of us!

Our economic policy alternatives relating to the
market(s) for héalth gaods aﬁd s;rvic.es hen.omc L]EE[T

wsy they 3erve'? The role of ELOHOmlCS as a smlal
ELICI1LL l'% to d‘i'il‘i[ ll'l [hl'§ quc.'?-t

F’r}ht‘l(“r of Hédlth—Repeatedly in the foregoing
paragraphs we have seen economic consnderatmm

7
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. AMA,
" terest gmup% (partlcularly thi)SE with whlch they dl‘i—

fLEh or pTaL[lLES. For Ihls and. Dthgr réast;lns it has
opposed most efforts to change (i.e. ‘‘reform’) the
health care industry.

" But there have been other spokesmen for other
branches of the health industry—the Health Insurance
Association. of America for the insurers, and the
American Hospital Association for the hospitals. The
‘AMA and other organizations are not monolithic assoc-
jations. Politics is involved within a professional group
or an association to determine who will speak for the
group and what he or she will say. For example, with-
in the AMA, the surgeons, the salaried doctors t‘mm
universities and clinics,
ment, and young d@ctgrs and inferns have- at [llTliS
dissented from the seemingly monolithic voice of the
It is important that our students see these in-

mtsrést,; but generilly as we!l m:amng assaclatlom

which are seeking ways by which their. self-interest.

may serve the general welfare. -Because pe:uple have
different values, cme man’s “specxal interest’’

anmher r)er'ion 'y publlc good

approxlmately;

may be -
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“those largely outside the health mdu\stry’ but Whth

have a strong interest in thejealtl1 of the nation (and
thus of their members). Tte AFL- CIO is an example
of such a group. It hag sponsored studies, published
analyses for the genﬁ:ral citizen, and- engaged in po-
litical action related o health: The Commitice for
Economic Development (CED), an organization of
generally liberpl business leaders, is another such body

which finances sermus studies m curfent issues and .

publishes Teports 1d influence raubln, policy. The CED’s
Building a Ngtional Hfalih—(_.urg SVSI‘&HI of April 1973
is su;h repnrl
« In the pc;vlm,js of health (and many ulhu public
issues) there is a t-hlgj category of actors ranging from
persons and’ argamganons engaged snmplv in the
scientifie study of 'the probtem, to intermediarics be-
tween these scientists and the public or interest groups
(c.g., journalists, teachers, advisors agd even the
JCEE through this booklet), and on further to persons
or agencies directly advocating some policy position.
For dkample, heafth ‘social scientists are to be found
in the medical cconomics .departments of medical
schools and economics deparyments in several univer-
sifigs uf [hE mlinn Pfi\f._llt? research agencies some-
,,,,, In- many government unifs,
parlmlldrlv HEW and snmélimm in state or local
agencies, there are professionals ~engaged in
roles. Organized **public interest’” groups, such asx
Ralph Nader’s Public Integest Health Research Group,
Ln;:agc in study, teporting and advocacy, They con-
centrate specifically on the nature of the “public
interest,”” hul no Wity hlls vet hLLH tnund o

reach

L1ll lhru. L;l[Lgurlu (_)I m,tLrus( ;;,mupu

What has heen the history of the politics ol health,
the history of the cgelicts of interest which we
seek 1o resolve witﬁ minimum of value loss 1o
particular interest and a nmaximum contribution 1o the
interest of all?

The value of health and the services of a good
doctor have of course long existed. But the idea thin
lhé govarnmem should da some[him; abmn it was fir%[

[IISALY

Aany

dl’ld sicl I Acte
under Blsmargk in 1881 54 ln IhL leud %ld[u [hL
late 19th century reform movements, LHPLle“\f of the
Fﬂpuhs[si included such insurance on their pulmml
agendas. But the Great Depression of 1929-1940
brought the matter to the fore. The Social Security
Act of 19’45 'imludcd old -age 2 assistance und pr[’)vis‘im’l

by lhc: t;dc:ral dnd *ﬂa[c gnvcrnm;ma ln 1946 erun
passed a comprehensive national health insurance act;
~anada followed in 1958, In 1960 we initiated a series

of reforms. The Medical Assistance for the Aged legis-,

lation was enacted, and the Kerr-Mills bill, pmvidin;f
public assistance benefits for those not already recipi-
ents of welfare aid, was also passed. Then in 1960
came Medicare and Medicaid. In 1970, the Occupa-

these.

16,

=rulc)ymc;m rf:l

tional %ately and Hea’lth Admmlstrangn (D"%HA) sets

DllLy and develaps Fr Ogram'; ta pmmote %afely and
s[anddrdsi DSHA [l’lCh to reduu: [hc muclence of em-
ed taermnﬂL injut*ies iilne%s and deaths
like EdUCSIIGﬂi began m be. EILU;DIEd by maiy peopie.
The consequences of this right, if it is one, aredwidely
discussed. By 1970, or soon thereafter, most interest:
groups had come to recognize that some form of uni-
versal health insurance of health coverdge was in the
offing. The only ques;,ijn was: ‘'what form? The
following had their plans: the AFL-CIO, the.- AMA,
the . Nixon administration, the Health Insurance
Association of America, the American Hospital As-
sociation, the CED, and several medical economics
scholats (notably Martin S. Feldstein of Harvard and
H. M. and A. R. Somers nf Princetonky

Although President Nixon sought to initiatc a pro-
gram in 1971, only discussion and debate, but no ac-
liufi gmued Whilc there is wide agreement that some-

tar dpd[[ on mzllmd.’ Senate and House Commit-
tees continued occasionally to hold hearings. Prodded
by the explosion of medical costs, popular magazines
continued tp run articles (be sure to consult the
Readers Guide 1o Periodical Literature for citations).
The political parties select issues that will win votes,
and medical care is among them, since almost no one
i~ against some form of health care. In 1976 both
major political pdmu dealt with heslth care’in their
platforms. [t seems almost certain that some health

'r)lan will hL vnl;d on :md 1mplcmum.d in Ihl% dtL ,dc

and dL,L()mmUddIl(jn. lhsre will bc: leaders. L,xt,msmg
persuasion in efforts to get others to follow their will.
And there will be institwtions, such as the political
partics, and the Caongress and the Presidency, through
which policy will be made. Our goal as [LBLh[‘I‘% is [(‘!’
prepare our students to observe and understanc
political-economic process,  this cémcmporary
experiment in public policy-making, and probably to
exercise their own power intelligently and effectively if
they choose to. For the practical aim of the study of
politics is to improve political participation.

Policy Alternatives®

the conflicting interest groups -

What then are our policy choices? What is being

proposed to solve or alleviate the problem? Finally,
huw doex [ht;’ laypermn choose among them? Having
ks onesell politigally effective
in suppmrl of the preferred course? And since the
“‘winner' which emerges from compromise is unlikely
to be yours, how does one respond ta the public policy
decizion?

LS

Major Proposed Alternatives—Four major
alternative or complementary iypes of proposals have

N7
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bEen Suggésted ‘

. Provide incentives for voluntary purchase of
pnvate health insurance. Tax and other incentives
would be used with employers and employees. For
&ample, the AMAZs “Medicredit’’ plan would give
Emdmduals tax L,redlt against then“ income taxes for
health_insurance expendltu’ . n Hosp
Association’s **AmeTriplan” ‘would emplc{}y a bengnt
payment rather than tax credit. The Health Insurance
Association of America’s ‘‘Healthcare' would provide
incentive ta’x reﬁhctions Nc’)te that the sgpess here is flﬂ

and flrms to do what
industry is left latgely as it is.
E\Mandatory private insurance plus a program of

is deSired. The healtl}_ care

benefits for the poor. Employers would be reéquired to:.

purchase private health insurance for their employees,
This was central to Nixon's proposed National Health
Insurance Act; empﬂzyerq were to pay two-thirds, and
employeés one-third. Provision would be made -for
voluntary pur ‘hasg Qt gnsurance by persons -not

inComE 7famil_iéfs with chilc,lrc:ni. f'ully for famﬁiés of

*. four or more with incomes up to $3,000 a year, and
partlally for other low-income families. :
3, Comprehensive government-operated social®

insurance under a governmenpt-financed system. There
wauld be campulsory c’overag' @f the whﬂle popula-

and admlmstereﬂ by Eovernment and not by prnvatc
insurance companies. The Kennedy-Corman National
Health Security Plan follows this course! It, however,
allows individuals either to-join a comprehensive
health service organization (e.g.,-an HMO) or to enter
a fee-for-service arrangement as at present. Others
who favor this alternative feel that the health service
industry mut:t in whole or part bv:;mmc: a g@vernmﬁ'm
EffELUVEly and E”lClEntly

4. Strengthen and extend Medicare to the entire
population. The program would be financed by pay-
roll taxes as at present but with federal revenue added.
But differing from the 'plan just. above, private

-insurance companies would be retained and employees

might opt out of the program if they privately
purchased-adequate insurance. We supgest you review
our policy alternatives as developed more fully in
JCEE‘S The Economics'of Health Care pp. 7-10.

Major E‘a[zcy Issues—The differénces among these
four alternatives should help us to identify the basic
pghgy issues involved. These are: |

. Who should be included? The entire population

" or only those who do not now have adequate coverage

or only the poor?

* 2. What should be covered? Everything; only selec-
ted health care and only to a limited amount; or
should individuals-and families cover normal medical
expenses for themselves thus confining coveragl under
the legislation 'to catastrophic expenses (thus to Major

£

Medlgal)" ' ©
3: Should participation be voluntary or mandafory?
4. Huw should the plan be financed? F‘nvately or

by gﬂvernmem? If the latter, by gcneral revenue or by

payroll.taxes on employer or employee" ="

-5. How should it be administered? $hould insurance-
be through government or lhrough private carriers? .
Shauld HlEdlLdl seryices be provided through private
through "HMO?s, through c¢linics and
hmpllals ef‘ur through gpvernment enterprises?

s

Y

But basic to the DG]IC}’ issues are the pmblem%
identified at the péginning of this paper, prnblems as
seen by laymen and economists.

I. Just how much of our GNP are'we prepared to
devote to the health SErvmés” We are approachipg 10
percent. Should we be using mare? If° so, what other |

.goods and ‘services do we reduce? One of the major

rmeasures of your-success as*a teacher of “economics
will be whether you and your students ‘develop a habit
of appraising what you want in terms of its oppor- »
tunity cost. What would be the opportunity eost .of
more and better health care? What would be the
opportunity cost of increased expenditures on accident
prevention? What are the direct and indirect costs that
a .program like OSHA places on employers by
requiring them to furnish each employee with a hazard-
free environment? How might these costs ultimately
affect the pnc,é of goods and services?

2. How much of our resources should be dCVOlEd to”
better heazhh services and how much to alleviation of
some of the causes of poor health? Should our
strategy be to. build a more hcalth’g society, or to
repair the personal and social consequences of our
failures?

3. How can we get a more efficient organization of
the heaith care industry" Morﬁ emphasis on prevemive

) servme_s or h,ﬂlErlLS more hkzly pmwdc lnCEn[th;S and

17.

stimulate
build incéﬂtivcs

conditions to
HDW can we

employment
rxuf'c:rmam;‘c*’

the best
far
assiire an effective system Df azcﬂuntablllty?

4. People will be motivated by their self-interést and
thus will employ politics (that includes not .only
doctors but all of us). How can we best build an
organization or organizations that '”'ll structure the
interests  of physicians, insurance
companies, nurses and consumers so that they serve
the interests of all or most? Should we fry to move
toward a more effective competitive frée enterprise
economy in the health services or should we-move
toward more guvernm;nt control, and operation, and
higher taxes? Or should we be deveﬁapmg a mixed
system, with private enterprise where it is likely to
work’ but with government operation or other organi-
zational plans where they seem more appreprrate? Is it
possible to develop an effective system of satf- cx}ntrol
into the parts of the health industry itself?
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: vaned plans‘? What rnay one do to be pohtlcally
~ effective in support: of ‘what one believes? With such
questions, pc:lltlcal science - becomes relevem to us
ieagain, -
'The ldeahstn; view of the intelligent citizen isthat he

FHBQ "Does One fl‘héﬁse? How "May L’the C.‘itizén-

]

R
W
- . e

terms ‘of the publl: good as we see it, we may become

more open-minded participants in "the democratic

‘political process. We may be mistaken as to what is to

our interest, in the short run and long run; so also = '

with what is really in the public interest. And thus the
compromise which is likely to result, while fully satisfy-
ing to no one, may become a platfmm of experiment
and experience from which future builders of a better

-or she carefully studies #ll alterﬁﬁt't’és—makgﬂp hrs**“heslthxewmemdustry mayﬁnent—then refﬂr..m —

or her mind, then casts a vote and abides by the results
" even though they may be disappointing.” A similar
Slmpllstu: view is’ often held by those of us who are
saclal studies or social -science teachers; we. imagine -
cE qﬁﬂt by “‘solving’’ social problems in our classrooms
“or 'by-~showing our students the alternatives we
thereby ‘prepdfe them to.vote intelligently. But all this
_is a figment of the imagination. The closest individuals
- will probably ever come to voting on.this issue will be
ina premdemlal or congressional election in which, if.
health care is an -issue, it will be only one of many
issues, How then may your students (and you) hﬂcome

. involved? ®
A few of your students may see hcalth care as an

M partlmpate in a committee of local cmzens who
continue to study tHe matter in the League of Women
Vo;:rs. thE Chamber c:f C‘ommerce. ‘or thé regmnal

mumty oplmon leaders re«:ogmzed fDr thgnr
krgywledge of health problems. They may be public

rgpresentatlves on local hospital boards or HMO's.
- They‘ may organnz& or lead lm:al forums on the

relatmg to health polu:y They may becamg actw;
.~ members of local public interest groups whose general
" pésition they support, e.g., possibly Ralph Nader’s
. self-styled Public Interest Health Research Group or.a

., Political Action Committee of their union. Indeed one -
of your students might even run for Congréss some .

time, making this a major issue.

some phase of the health services; indeed one of your
- teaching goals-should be to alert them to vocational
pQSS!blh[lES here lt 15 certam that all your ‘:tudénts

exercise leadﬂrsh!p, As we ChDOSE lgaders
interest groups, we influence whether they provide
responsnble leadership. on our behalf. As we become
aware that all of us rationalize our private interests in

3
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Probably some-of your students will be Employed in .

f Dur,

In addition to our special interests many of us may
have our policy viéws influenced by our social- political-
economic philosophy. There will in a free society
‘always be conservatives whose interests and genuine -
devotion is to the status quo or even fo what once-was.
They are mdnspens:ble stabilizers of society and
challengers of new, perhaps poorly formulated, ideas
for éﬁange There will always be pérsons who advocate
change, persons whose interests are usually involved in
altering the. social structure. Then there will be the
great masses of us “who ride along with the views of
the interest groups to which we belong, or with those
wnh whose general pliilosophy we agree. We are the

“opinion followérs.”

A central objective in teaching this umt is tomake
this *‘ride’” more comprehensible to our students, to.
alert them to the problems of providing proper health
care to all and to proposed alternative solutions. But

“‘we cannot give them ‘the answer. Another objective -

should be to assist-our students to understand them-
selves as political persons, to .learn how' they - as
members of special interest groups may see that their
group is guided by competent and responsible scholar-
ship as its opinion leaders develop policy positions.
" Finally, our goa) should also be as teachers to activate
“a few to become * opimcm leaders’ or polltlclans who
-will devote their lives in part to the building of a freer,.
more efficient and more Equltable cnety embodied in
the healtlr services,
An Tllustrative Case Study

" Your own commumty will probably provide the .
most useful case for app}ymg the economic and
political science concepts defined in the Introduction
and employed above. Your fudents will probably be
able, to document the problem as defined in the first
part from their own Expenences and tHose of their
families. Your commumty may be facing its own dlf=
ficultjes and controversies in health care. .

Is if)urs one of the many communities in "the nation’
without a doctor (or with too few)? Or is your
community ' having problems supportmg -several
competing hospitals with duplicating services; thus are
, you discussing possiblt consolldation"’ Do the poor
“and the aged have efﬂ::twe ac:ess to needed health
care? - Are your nursing. homes overbunlt or. in-
adequate? Is there an HMO? Have your health in-
surance rates been incredsed recently? Should ‘health
education and basic medical care be provided in your
publit schools? These are but samples of health care”
problems that probably are around you.

Rem’embér as you study yoyr local case, to apply
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the basic economic and political questmns to it, Wbat
do we want" Hﬂw effn:lent.ly are we Drgamzed for
organlzatlon workmg and are all those who shauld Be
served being effectively served? How could "the use of
our local -human and capital resources in the health
mdustry be improved? More of some desired service
wnll be at the.““cost” of what other desired. service

§

_health care policy.

Social Security Administration of HEW, Social

SEcunt_y Bulletin. If this penodmal is available in your,

»lnbrary, you will find it"to be’ your best source for

recent statistical information and charts. You .might
also visit your local Social Security office to see &

copy. Browse thn)ugh recent issues. The following are
two illustrations of recent very useful articles (these two .
- art1eles—are—pubhshed-:—every—yea:—m—tha—mamh —

e the; pﬁrtumty—cg' -principle-again)?
And as-you view adocal héalth prablem from a
-political science perspéctive, notice the clash of in-

terests involved. Note-how interest groups try to ex-

ercise power in their behalf—using the power of
words, of money. and of prestige.
political  prgcess is used ‘to try,to reconcile these
. differences, to: find a solution -probably completely
pleasing to none but partly sat;sfac:tory tomany. Note
how jndividuals participate in" the making of public

policy. Note how everywhere private interests are

being rationalized in terms of the public good. Note
the role of scientists, of opinion leaders, of-interest
groups, of politicians in the process. -

In these ways your students should be able to qhare

in your community’s effort to answer the quesnon ‘

“Health cdre for wl}om"?"

= T

A Se]eﬂed Blblmgrsphy for Teachers :
~ -JCEE Economic Topic Series, The Economics of
Health Care. Analysis by N. Tor Dahl and E. David
Emery. Teaching Suggestions by Edward Prehn. New
York: Joint Council on Economic Education, 1974
(mailing -address:- JCEE, 1212 Ave. .of the Americas,
New York, NY 10036). 16 pp., sold singly or as a set
of 30 analyses and 1 Lgmplete bo&klet A f}lmstnp is also

3

this unit. In partmular lt supplernents Dur matenals on

- economics and on- policy alternatives. Differing from .

- this JCEE Economics-Political Science Series, the
analysis part of the JCEE Economic Topic Series is
written for students.-

Robert D. Eilers, Financing Health Care: Past and
Prospects. Minneapolis: Federal Reserve Bank, March
1974, Exporent No. 7, 32 pp. (mailing address:
Federal Reserve Bank, 250 "Marquette Ave., Min-
“neapolis, MN' 55480). Free classroom copies available,
An excellent readable short coverage of the topic. Be
sure to get a copy for yourself and perhaps others for
your students,
need to supplement it by an economic and political
perspective.

Committee for E:onormc Development, Building a
National Health-Care System. New York: Committee
for Economic Development, April 1973,
'(mailing address: CED, Distribution ‘Division, 477

,,,,,, , New York, NY 10021) $2.10 per copy
mcludmg postage a free: copy ‘is -available to -high
school ;ga;hers who mention course title for which
publication is to be used.' An excellent booklet with

many useful charts. It is a good Exalﬁple of how a
,business group -4s trying to contribute to public

dzsc;%issmn of the issue and to the choice

It is - descriptive in nature; you will -

105, pp.-

Note how the :

of a new 44

frs
el

indicated)::

“Natlonal Health Expendltures Fiscal Year 1975,” i

February 1976, Vol. 39, No. 2, pp. 3- 20.

* *‘Age Differences in Health Care Spendmg, ‘Fiscal

" Year 1975,” June 1976, Vol.39, No. 6, pp. 18-31,

AFL-CID, The American Federationist and View-. .

point:. AN TUD Quarterly. Washington:: AFL-CIO
(Mallmg address AFL QID 815 Slxteenth St N. W
have artu:les exprgssmg AFL CIC)’S views on the issue.
Free copies are usually available in limited quantity.
They are ganerally very well written and well illustrated.
The following are illustrations of recent articles (by the
time you read this there will be others): '~
Represemative James C. Corman,
Viewpoint, 5 No.
*‘National Health Ferspemves
. 3, No. 3,-Third Quarter 1973.

, First Quarter 1975, 29-33.
1973, Vléwpamt

I“Spemal Issue: National Health Security—The Only-,

Solution,”” American Federationist, May 1973..
“Héalth Care Cost: A Distorted Issue,”’ Amériégn

Federationist, June 1975. ;

V“National Health Insurance:

" ternatives,'’ American Federationist,

pp. 7-14.

SCIEHHfiC‘ American,. Septembgr 1973 issue or its
reissue in book form under the title Life and Death
and Medicine. San Francisco: W. H. Freeman and
Co. An excellent,
The following three chapters apply to our topic: |

Martin S. Feldstem, **The Médn:al Economy,

112-119.
James L. Goddard,
+ 120-128.

June 1974,

“The Medlcal Busmess, " pp.

Ernest W, Séward ““The Organization of Medical’

) Care,"” pp. 129- 135.
See also the bibliography on pages 10 and. 16 of the

ICEE Economics of Health Care. For very resen[.bgr-

current information see—

Readers Guide to Periodical Literature ndef
“‘Medical Laws and Legislation,” ‘‘Medi¢ are,”’
“*Medical Policy” and related titles. .

Social Sciences™ Index under ‘‘Medical Care,”
“‘Medical Economics,” ‘‘Insurance—Health,”’
and related titles. >

‘?Ianstu?al Abstract of the United States, Part 1, .

Vital Statistics—Health,

A current almanac (World,
CBS News, or Reader’s Digest) for summary of
Medicare, Medicaid, or other current legislation.

Watch for hearings on national health policy .con- ;

“Now More )
: We Need a Health Security Act,””

‘Diagnosing the Al

scholarly, thaugh readable study.

3 nformatmn Pleiﬂseg'




. ¥ .
L e
- durste\d- by Senate and House Cammiﬁe‘és such as; . Joint EEGanlC Committee ' . o =
.Senate Land and Public Welfare Committee: Sub- Also watch for findings concerning the natu‘m 5
committee on Health. - ) health issues from time to time by the U.S. Depart-
Senate Finance Committee: Subcommittee on Health. ment of Hea]th Education and Welfare (HEW),
" House Ways & MESHS Committee:. Subcommlttze probably by. the Secretary or by the Health Resources
‘on Heslth . . * Administration or Social Securlty Admmlstratlon ’
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‘ sectors.

Health care has become the third largest mdustry‘
the Umt,ed States with a‘total expenditure-of well over
. Costs of health care have gone up

an the ri
Hospltal costs, in particular, have risen even more
rapidly, going up almost 10 percent annually between
1960 and 1970. Many health economists feel there is

llttle corfelation bztween héalth expendltures and f.hE

Dne of every 20 persons in the labor force is
employed in health service industries today. Being a
pntential employee, but certainly a consumer of health
services, it is vital that today’s student has some

g cost of living in the past 20 years.

major problem is the delivery of health care services.
Health service, being a scarce eeonomic gaod' is nm
evenly distributed throu,ghout

rTatwely less service in rural regions am:l ‘inner cltY“"‘
-areas. The poor tend to have far less access to medical ~
-services than those with higherviricomes. In fact, the

dehvery af hgalth servmes has changed very little in the

.“cottage mdustrles " Some critics have suggestad a

g completg reorganization.of the delivery of )health carg

understandirig of ‘the many econormc and palmcal :

) factors‘affectmg health care.

This premise is further supported by the confusion
surrounding the myriad models of financing mechan-
isms for medical care by both private and public
The student, as-a potential consumer, must

~ learn his or her way through the maze of Blue Cros#,

Q

Medicare, H.M.O., and National Health Insurance.

Many political leaders agree that the present system of

financing medical care has glaring defects. s
.'Even though the vast majority of Americans has
some sort of private medical insurance, major illnesses
or accidents can still bankrupt the middle-class family.
For people over 65, who have large medical costs on
limifed incomes, the government has assumed much of

. the cost through the. Medicare  program. ‘Even here,

there are still out- of-pocket expenses for: the elderly
not fully covered by Medicare. The United States
remains the only industrialized country in the Western
world without some form of National Health In-
surance. Various plans-have been put forth to meet
the problems of the extraordinary rise of medical costs
in the United States.

Aruitoxt provided by Eic:

in the United States.
The extent of government mvnlvement in health care

will be one of the major issues facing leglslators, and

so0 in turn, an issue for the voter. The chonce;ﬁfo be
made regarding health care delivery"and finanCing are

difficult and will involve considerable théught and

energy in the next decade. Youth must be informed of
the issues.

Activity

Objectives
. Implementing
o Objective
The student will:
" 1. interpret charts and graphs con-
taining data on health care costs
and expenditures No. 1
2. ‘employ cost-benefit analysis for
assessing alternative health care
policies Nos. 1,3, 4

3. ap'ply concepts of supply and de-
mand to explain and/or predict

30
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; . - - Lawrence W, Blm;h e & v .
Rntmna!e In addition to financing medical costs, another
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_price trends .in the health care " "6, describe and state reasons for the
industry . s Nos. 1,2 - - present distribution pattern of
L : health care goods and services

Jiry

_have resulted“in a modification of
the market for health care goods
and services o

‘No.3 .
7. identify and state value issues in-

. _ ,volved in the controversy ovér

No. 2 _-national health care policy MNos. 4, 5

i Tas .k ) - ’ * s p s g S * ' ’ ¢
. identify the major interest groups: . clarify his/her value position and - L

involved and state the position of - - “identify the policy alternative mos

each on proposed health care policies No. 3. o gaﬂsistent with this position

&

i

i

For case in duplicating the classroom handouts, all student materials are found.at o
< the back of this volume. -
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« Objectives:

i Y
Ly

Instructional Activities
. prepared by -
Lawrence W Bloch
.,L ‘-1& i
j + =

Instructmnal Actiwty No. 1

Rusmg Costs of MEdlcal Care in thE Umted States

i 5

Recommended Use:

Time Required: |

» Materials Required:

Rationale:
Concepts:

Instructional

Introductory actwuty fnr 11th- thh grade courses in CDn='
temporary Issues or Economxcs :

Two-three 45-m1nute class periods.

Visuals' A-D and Student Reading No. 1 -
: P

To understand the extent of and reasons for the rising med-
ical costs in the United Stateg’in the last 25 years.

Cost/benefits, gross national pr’oduct (GNP) mclex number,
amount vs, percentage

- Given charts and tgfaﬁhs containing data on costs and ex-

penditures for health care, the student will;
1. demonstrate understandmg ofs the nature of the data
provided by: - - : :

a. defining key terms (GNP Index Numbers, etc.) used
.in headings or to label columns and axes,

i jx . x n £
b. distinguishing between amounts and percentages. !

2. compare costs of medical care for selected years between
1950 and 1975.

3. compare price increases for different typgs of health care
services from 1950 to 1975.

4, state hypotheses as to why CDStS for certain health care
services have risen sharply while the costs for othf:rs have
remained relatively stable,

23 ! — - hS



by ins

\ o s, 1dentlfly§types of health care services pald by the mdmdual
S ance cambsmes and by guvemment

Pupil Actlmy

. .
JEVRS

- N “through dlscussmn, state and weigh costs and benefits of
IR, egavernmem expenditures for health care.

1. Irm'oduce tDplE by havmg studentss dlscuss special
l}ealth care costs they.or their ‘families have en-
T \:cmntered over the past several years.

E

- ;2 Project visuals A and B,

. Before havmg students attempt to mterpret data, -

ynu may wish to review the following terms: GNP,
Per Caplta Cost, Index Number

Naie You may w1sh to presem (or have students
collect) data on health costs in the local area and
have the class cnmpare these to natnonal statlstms

3 Fallow up dxscussxon of hlgh coSt of medlcal;

caré with szga;(: and Student Reading No. I in
_ order to gi gdents "some idea as to who pays
j! __.the over 3118 ‘billior health bill in the United States.
* "Have students explain main details ‘of the chart. Be
_ sure to include a discussion of the changing quallty

of health care as a factar affecting costs.

the fallowmg .

a. Whn benefits the most from "government Expendi-

" tures on hospital care? Who pays (i.e., what is the

\ o .-source of- government funds spent for health
eare)"’ : 4

b Private insurance pays the least far which types
© of medlcal service? v

c Why are most people not too Canuemed with the
high cost of hospital care? .

d.. What percentage. of doctors services does the
patlent payk

5. Af'ter completmg analysis of charts
followmg problem

accuignt negessltatlng six- month hospxtahzatmn

at the following costs: 4
. sxs,ooé ($100 per day)”

Hospital .
. Doctor - - 4,500
) Nursmgi drugs, -
e 824,500

How would these costs be paid?

Q

RIC

Aruitoxt provided by Eic:

preserit the
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Discuss costs c:f personal health care  or health care for
their familiés. -

"

LJsmg data pfowded on visualg:
~a. compare the rising health costs in 1950 196() 1970,

"~ and 1975. s

b, ldentlfy riedical services showing the. greatest cost’
{ncrease between 1950 and 1972 arid. hypothesize
reasons for the rise. Try to account for unusual
rise in hospital care and nursing home care and
relatively stable costs of prescriptions and drugs.

' Explain and compare the per capita cost for health
care in 1966 and 1975. d .

I

!Analyze eharts explsmmg the pa’tlem 5-share of Costs

for various health servmés and implications of thls for
consumer demand .

£

_Respond to problem by reporting orally how muth of

high cost of auto accident would be paid by private
insurance, and how much paid by patient’s family.
Check at home how much of this cost wouldsbe paid
by government, prwaté insurance, and patient’s ;amily@

33
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6. Eitgﬁded Activiﬁes{t?ﬁtg‘ana[) e -\" ‘

Divide class into Task Forces, each with responsi- -

bility for one of the listed long-term assignments.

&

a

£l

‘Task Farce Ais:gnments

a. Compile a list of the dlfferent types Df health care
facilities - available in the local regmn State the
purposes of each type identified.

b. Intervxew administrators of varidus fac.'llltles and
obtain data regarding their objectives, cost of oper-

# ation, recent changes in pﬂllcy due to mt:reased s

O

ERIC

Aruitoxt provided by Eic:

—eosts-(ifany)—————

e —

¢. Interview: members of the~ cdmmumty regardmg;
©their attitudes towards health care, cost of services
and possible solutions to problems of health care.
d. Compare health care practices in the fjnite; iStates

: with those of other countries. _ .o

e. Collect statistical data and develop charts on cost
of medical care in the local area.

5
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-~ .15100 BILLION —~ 8.3% of GNP R ;-

Percent
of GNP

9971 - 1972 1973 - 1974 . 1975 -
. N - z | - iﬁ . - v
= +s Fiscal years
Ay g
‘Source: Social Security Bulletin, February 1976, p. 5
. :
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" WHICH MEDICAL COSTS HAVE BEEE L
(INCREASING THE MOST? ~ -~

Index

PRICE TRENDS 1950 - 1972 -

\,,

Prescnptlons \ ' N g | | 170
;DBntal Fees . ‘_‘_T‘ﬁ: I [ 1160
enm 1150
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Sources: Dapl of Commerce, Dept. of Health, Education and Wellare. the Conference Board, 1973,
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|ow Mucu OF THE HEALTH BII.L DOES
HE PATIENT PA? DIRECTLY" |

z.' '

5 Ivnsia

rea: Sacial Security Builetin, Februafy 1976, p. 1.
B : 1
. !
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~ Dollars per Capita

Government

Fiscal |
Year

0/1966|

| Percent of Total
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 Philanthropy and others — -
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WHAT’S THE PATIENT’S SHARE OF EAOH HEAL'!'H BIL ?,__ i

g

' - e

FISCAL YEAFI 1975

|

Q

. THIRD- pnila’ﬁﬁ?ﬁfpy !

PARTY

FAYMENTS and industry

Private health
insurance

\\. i
. g_
s ’:-.gx_e
5
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Student Readmg NQ. 1

Natmnal Health Ex;:enditures 1
erwate_;_a‘nd publ_n:.él‘}SD and 1975

'FISCAL 1950 TOTAL AMOUNT (In Millions) .

Type of Expenditure Total | Private - Typg of Expé’ndituré .Tdtal Private | Public
8,710 | 2,470 | Healt "Services and Supplies | 111,250 | 65,665 | 45,585
2,008 1,690 “Hospital Care " ‘46,600 | 20,957 | 25,643
. , 2,556 133 F‘hysnclans Services 22,100 | 16,245 5,855
‘Dentists’ Servxces 940 940 — Dentists’ Services . 7,500 7,085 415
Nursing Home Care 178 167 11 Nursing Home Care - 9,000 3,799 5,201
Dther 3,676 | 3,039 636 Other.. 26,050 | 17,579 8,471
. ‘»: . ; s
Cp 'Sﬂurce: Social Security Bleieggn, February 1976, p. 7.
e =3 ¢
" ’ 41 /
@ ‘ K
- ' . 0 L
" e .e ‘

‘x
iy
=00



p

O

ERIC

Aruitoxt provided by Eic:

i

Time Required:

Materials Required:

: Rationale:

Concepts:

Instractional

" Objectives:

r

%

!nstructlonal Actiwty ND. y e
Supply of and Demand for Medical Services ’

in the United States

Recommended Use. Developmental activity for llth thh grade classes in Con-

2
Lo i

temporary Issues or Economics. =~ 2

One-two 45-minute class periods.

Student Reading No. 2

el

a

To understand how increased demand for health services
and a higher standard of living have driven up health costs.

Market, demand;supply,pritei

d!fferem from the dcmand for D[hE[ gocxds and services.

3. «escribe practices within”the hC&Rth care industry that
madif‘y the markét for health care.goods and services.

4, state effects of gavernmental programs on the market fcr
health care goods and services. :

5. Dredlcl price trends in the health care market when factors . N
of demand or supply are changed. -

Teaching Strategy
1.

Pupil Aclmty

Read handout and discuss the folldwmg

. Why is it becoming more diffic l_t_ tp receive service

from doctors during the week,":at’ night, or on a
weekend? Why is_ it sometimes easier’ to See a
specialist than a general practitioner?

. How is demand for medieal services similar to and

differént from demand for other goods and services?
The supply of medical services?

What effect do these factors have on the price of
medical services? '

. What effect have the governmental programs Medi-

care and Medicaid had on the demand for medical
services? The supply“’ Price?

. _lf,g@vernmeinl paid all medical bills in some sort

of national health insurance plan, what effect do
you think this would have on the price of various
health care goods and services (e.g., hDspxtal cost,
rjhysn;‘lan costs, €tc.)? Why? Bt

o
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: _Stl.ldgnth‘eading_’._Nd. 2

A'Theé étanqmics of Health*

0

relatlrfg to health and alsa our many othsr desnres The economlc prcblém of
scan::ty exjsts, Also we may, not be making the most effective use of the resources

Health services afe [he third largsgt industry in the United St;ﬁEs Indeed in
1970 oneé out of every 20.persons employed in the nation was in the health
services. It is probably higher today. We tend to think of health services as being
rendered b*_y physicians. But actually there are apprommately 12 Gtth persons
employed for every physician (3 clerks, 3 aides or orderlies, 2. nurses, 1 practical

‘nurse, 1 cleaning person, 1 médical or dental technician, and 1 food preparer).

There are many occupational areas in the health service industry, e.g., nurses,
medical technicians, dietitians, skilled therapists, paramedics. In addition there are -
numerous closely related occupations in, for example, the pharmaceutical
industry, health education, hospital administration, hospital architecture, and
even medical economics. '

~Two-thirds of those employed in the health services are employed in hospitals
and nursing homes. Thus these plus the many doctors’ and dentists’ offices, the

drug stores and clinics are the places of business for the medical services. As
+ = mentioned earlier, the health services are not only a large industry but a rapidly

growing industry. For a. more recent and more complete statistical picture of the
health- industry we recommend that you consult the most recent Statistical
Abstract for the U.S. -Browse through the section on Health in Part I of Vital
Statistics.

In economlcs we are LOHE(;ITIEC] wnh the market thmugh whlch an mdustry

is the rapld rise in the' cost of health care and ‘the Iarge increase in ‘health

expenditures in the U.S. Why? In economics we look at demand and supply. Why
the sudden increase in demand for health services? First of all, our population has
heen [ﬁrowm;5 But most 1mportant the propornon of older pEDplE has been
Secondly, as a- result Qf new technologles and new medlca] techmques we, deswe
types of health care that were not previously available. For example, the agéd used
to be cared for in our homes; now we usually émplny nursing homes. Children
were born and Lared fnr at thé now they arnve m matermty wards Df hGSpltalS
teams of médu.s and a vast array Df medlunés am:l theraples Today when we go
to our doctor or the hospital we are tested, kept well, or cured by an amazing
battery of new ‘technologies. Health is now much more than a country doctor and
an aspirin.

Thirdly, our demand for health services has been growing because our incomes
have been growing, but it is the distribution of income ﬁ13t affects the distribution
of good health: The poor cannot afford to be sick, and when they are, they may
have to rely on lemng nature take its course. The more well-to-do spend more on
healih, not only phy-mal hut oftcn mcntal hc:alth as well. Fmally, very |mportant

expenses—by insurance and by thc advem Df MEdlCa[E and M&dlCaldi Because on
the average the direu coqt to us if; only shout one- third Qf the actual c:ost of
some may demand medxcal services they wauld not seek if they were dlreuly
paying the’ entire bill. For all of these reasons the demand for health services is
increasing.

_— s

*Excerpt from “*Health Care for Whom?™ by Laurence B, Leamer and Paul AL Smith, 1976,
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Haw the Demand for Health Services Differs from the Demand for Other Gpods
and Services ' e 7 ‘
The demand for health services differs in several important ways from the

demand for most other goods and services. According to conventional economic

analysis, the consumer in a free enterprise economy, knowledgeable of the al-
ternatives and knowing that he or she must pay the full cost of whatever he or she
chooses to buy, decides whether to purchase a desired good or service. But these
conditions are not usually true in the case of most expenditures for health. The
consumer (patient) is largely ignorant about the quality and even the price of the
service about to be purchased. Indeed the medical profession generally aims to
keep it that way; their *‘ethics’’ do not permit them to advertise. Thus efforts of
self-designated ‘‘public interest” groups to provide consumers with knowledge
about doctors’ specialties, education, charges, and records have been resisted.
Professionals sometimes (and not only doctors) favor competition for others but
resist it in their own profession. _ .

" Once the patient has chosen a doctor it is usually the physician who decides
what the buyer is to purchase in the way of medical-care. Since so vital a thing as
health is involved, the physician is probably told to spare no expense. Few of us
would give our plumber or auto repairman or even our school superintendent
such freedom. It is we who will pay the bill but our doctor who influences our
demand for his or her services. Our doctor, of course, will probably be concerned
about the costs'to us. But even his or he?‘i’ﬁégmen‘t may be influenced by the fact
that most p4tients, protected at least in part by insurance, will not directly have to
pay the full cost. Also the modern physician, threatened by potential malpractice
suits, may be prone.to be indifferent to the patient’s costs. A less expensive
procedure could be at the *‘cost’” of an. expensive negligence involvement by the
doctor. ;

The Supply of Health Services ’ (

_-'There are likewise complications on“the supply side of the rﬁgket for health

services. For example, the limited supply of doctors is in part doctor-made. Why?
Although the incomes of docfors are generally high (a situation which should
normally increase their supply), their number has been restricted 'by limited ad-
missions to medical schools. Sinfifarly, the medical profession has established

rules that forbid nurses, pharmicists or paramedics from performing services that -

doctors normally perform.~Likewise the medical profession has-often opposed
innovation in medical organization. Of course in all such cases the profession
justifies its position in terms of what it believes to be in the public interest. This
practice is a nearly universal ‘“‘political’” act. It is a practice of most professional
list in most of us! , ,

Our economic policy alternatives relating to the market(s) for health goods and
services become clear. Shall we try to make thiose markets more effectively
competitive? Or if that is impossible, or will have undesirable results, how may we
develop effective systems of self-control and/or public control? In general, then,

groups who control ‘a highly valued service or good. There is a potential monopo- -

how may we best organize the health services industry and markets so that they -~

will be efficient in the meeting of human wants, and equitable in the way they serve?

3 44



Instructional Activity No. 3
i Comparison of Private Insurance Plans with
' National Health Insurance Plans

Remmmended Use Developmental ac.tmty for 11th-12th graqe classes in Con-

' . _ temporary Issues or Economics. {

¥

Time Required:

Materials Required:

Rationale:
. Concepts:

. Instructional
Objectives:

Three-four 45-minute class periods.

Student Reading No. 3. Either of the following sound film-
strips “The Ec.onomits of Hcﬂ]th" (Joint Council on Eco-
1212 Avenue of
the Amc:ru.as, New York, NY - 10036) or “Health for All"”
(The New York Times Current Affairs Series, Teaching
Resources Films, 2 Kisco Plaza, Mt. Kisco, NY 10549),

To assess costs and benefits of private health insurance plans
versus proposed National Health Insurance (_NHI) plans. '

Costs and benefits, economic incentives (and dlsmcemlves)
power, interest group.

1. After viewing the filmstrip, students will:

a. recall major factors leading to increased costs for health

care goods and services,

. state reasons for and give examples to illustrate present
distribution patterns of medical services.

. Students will compare types of coverage provided by dif-
ferent types of private health insurance plans.

3. Given information on the major natlcmal health insurance
proposals, students will:

a. state and/or compile a list of the costs and benefits

of each,
‘"

and pc:hncal Consequences.

Tem:hmg Slrategy

1. Show frames 1-47 of filmstrip
Health’” (or if using
frames 1-30).

i

-

Show remainder of filmstrip.

.

O

ERIC

Aruitoxt provided by Eic:

“‘Health for All,"

. F’oll studéﬁts tr:: see hc:w many of their families

Pupil Activity

“The Economics of After viewing these frames, discuss the following:

show What are the riajor factors that have led to in-
creased costs for medical goods and services?

Vhat were the reasons given for the unequal dis-
tribution of medical resources in the U.5.? In what
areas would ybdu expect to find a-surplus of doctors?
A shortage of doctors? :

a,

View f/i.lmstrip,

Indit.dt';‘ wh:.théF family is mv::rec!,‘ by some sort of



are readmg handuut write the follewmg qqesncns on
the board: *

If the government became the SOlE source of pay-
ment of health bills, what would be the incentive to
keep costs down?

¥

government paid all -medical costs? Could our
present health service handle the demand? Could
the taxpayer handle the cost?

Note: Additional questions for guiding student dis-
cussion of costs and benefits of NHI plans are pro-
vided on p. 37 :

5. Have students select one of the !olluwmg for researgh

a. Reasons for AMA gpposman to national health
msurance plans over the past 40 years.

7 b. National health insurance plans in other countries
. (e.g., England or Sweden). For a description of
_national health insurance in England you might
refer students to ‘“The Hidden Cost of Womb to
Tomb - Britain’s Plan,”’ Forbes, October 15,
1974, p. 41.

a

6. OPTIONAL: Have students are position papers
and debate the following: solved, the Uriited
States Needs a National Health Plan.” (NDTE An
alternative would be'to ofganize the presentatior
as a congressional hedring and assign students to

prepare position. papers representanvci- of the dif?

ferent interest groups involved, e.g., ‘AMA, AFL-
CIO, etc.)

What would happen to demand for services if

Discuss the following:

a. Types Qf c’ovemge prowided by different private

ance plans

Using information provided in filmstrip and reading:
a. discuss questions written on the bcard

b. discuss and compare costs and benefits of each of

the proposed national health insurance plans
described in the reading, :

identify interest groups supporting each plan,

d. identify interest groups most. llkely to Qe oppused

to each plan and state why you think they would
be opposed.

c.ondu,ct research study,

&

“In prepsratmﬂ ‘for the debate, prepare a position
paper mcludmg the fullowmg

a. a statement of hls/her position on the debate

question.

b. the action (or specified plan) he/she thmk; should

be implemented.

pared with Losts and beneﬁts of other alternatwes

46 .



7 Natmnal Health Insuranm: Plan for the 197(’)’ and 1980's
The six itey Il,,eqllhim, surum:e p!cms
BILL Iiﬁninla ESTIMATED FINANCING BENEFITE : g
| SUPPORT COST.BY 1580 _ _ e
$24.8 billion. | Spec Half to come from Institutional services: hospital care skilled nursing facilities
within HEW.; - Federal general - up to 120 dgys Diagnosis and t;ea nent: physicians’ .
o Ay National Heallh regional and local revenues, half from services, lab and X-ray, home health services, presq:ﬁpr.mn
2 Insuragce. offices will operate | special taxes; drugs (for chronic ilbe&es)_ medical supplies and
- program. 1 percent of paymll for] appliances. Other services: physical checkups, well-child
] employees, 2.5 percent | care, maternity, family planning, dental care {up to age 25),
for employers and vision care and eyeglasses, hearing care and hearing aids.
- ‘ seif{mplnyedi Patient cost-sharing: none. S
‘ CHIPF No formal support, | $11.3 billion. Insurance through Institutional _services: hospital care, '
private carriers; premmm ﬁnents facilities up to 100 days, Diagnos
states to supervise | with employer physicians’ services, lab and X-ray, home health gﬁnces
under Federal paying 75 percent (up h;\ lQ(i \nsxts), pfﬁcﬁphtm drugs mediu:al £u| phes
regulations. (65 percent ,
first three years); famliy plan ng, dental ca.rg (under age 13).
: 3 special provisions and hearing aids (under age 13), Patient :Eﬁ—,hsﬂng’
oo for small employers annual deductible* of $150 per person; 25 percent
- 2 ) : and those with high coinsurance,** with annual ceiling of $1,500 per family.
) . increages in payroll *
o B - : costs, - - : ""\ - _
Tlman Am $25.1 billion, | Private insurance | Employer- emplnyee Inst\tutmnal EEﬁ’iCEE hgﬁgitaj care up to 90 ﬂsys. Skl“Eﬂ
' Aszszociation. « carriers under premium payments,

x

state EUFEWiSiB!’!. with employer paying | home care (90 days) D;Egnnsis am:l treatment; phys’
at least 75 percent; services uz\ to l() \ﬂsnts lab and x ray hnme hgalth
Mg Federal gu:de!mes. Federal subsidy for i

’ low-income workers
and certain small
employers; patients
enrolling in a health- s
care corporation get €0-pa)

physn’:a] ch&c}mps ‘well-child care, maternity,
sion care and eyeglasses (under agE 13).
ng: coinsurance (20 percent) or B
=** (up to $5) on most items; special "cgtisi:aﬁﬂ;“

10 percent subsidy. provisions become effective when patient’'s out-of-pocket
| ) ) . | expenses reach a specified amount.
Fulion American Medical | $20.3 billion. Private carriers pro- | Employer-employee Institutional services: hnspual care, slull&d ‘nursing
‘s Association. vide insu : premium payments, fzu::hl s up to 100 days, Diagnosis and {reatment: physicians’
under sta(: super- |awith employer paying ervices, lab and X-ray, home health services, medical
vision; ﬂ‘EUlﬂﬂﬂﬂs at least 65 percent; ies and equipment. Other services: pl 1 checkups,
small employers get ' sll-child care, maternity, family planning, dental care
Federal help as do all (undgr age 18), Patient cost-sharing: 20 percent coinsurance,
remployers with - with an annual maximum of $1,500 per person and
| ‘unusual payroll cost £2,000 per family.
, increases; self- )
employed pay own
= ‘ premiums but are
assisted by income-tax
. [he mmme thc
: | higher the credns) .
Burleson- {Health Insurance %11 billion. Insurance admnmsx Employer-employee Institutional services: hospial care, skilled nursing

premium payments, facilities up to 180 days. Diagnosis and treatment: physicians’ ~
the ratios to be ic lah and X-ray, homs health care (270 days),
negotiated between medi 2 and appliances. mher
voluntary. them; loy come
. workers pay less; self- | dental care (under age 13, one \nsnt). vision care (under
' empjoyed F'Si}' entire age 13, one visit). Patient cost-sharing: annual deductible

McIntyre Association of
Ameri

P of 5100 per person; 20 percent coinsurance on all items,
.h e lor vmh annual family hrmt of §1,000.
< 'PE'C al | tax o deductmns -
Lomg- _ No formal support, | $9.8 billion. Empln ers and Employers pay 1 Institutional servicsf: hn@im care, skilled nursing facilities
, Ribicofl pereent payroll tax up to 100 days. Diagnosis and treatment: physicians'
and are allowed services, lab and X-ray, home health services, medical

similar provisions for éupphes and appliances, Other services: Wone, Patient
self-employed. ¥ ring: first 60 days of hospitalization not covered;
. first $2,000 in family medical expenses not covered.
to buy private = )

} msurarh:e from

HEW. supervision,

*Deductible: Patient’s share of annual medical costs before insurance coverage begina.
Coinsurance: the percentage of a given bill that i; hsrg:d to ;h' I :l(isnl

@ 1977 by The New York Times
Reprinted by permission ,
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.-
: | National Health Insurance Plans ,
R A 'Quiest'icms for Discussion

1. Would ihe perosed NHI plian FESU]I in more équitablé distribution of health

. - a. Would it increase the quality, amount and types of health care servxces
avall§bli‘ to various segments of the population?

b. Would it result in a reduction of personal expenditures for “catastrophlc
illness?

Wh effect would the plan have on health care for the pcéf? The non-
, -pox: ? The young? The aged? ' :

.fﬁu:rtt use of resources? . . - '

C. g‘c}vfng the quality of services? '

¥

dEL curbxﬁg excessive demand? N o

o : ' . 17"
4 4,5 What mEerest gmups or segments of the population are most llkely to su Bhr
the pfan‘?What group% are most likely to be opposed? What is the relative

Jaint Council on Economic Edu-

Citlliard, Curriculum Specialist,
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" Instructional Activity No. 4 -
. “Health Maintenance Organization”
\A Better Way to Receive Health Care?

: _ Recommended Use: Developmental activity for 11th-12th grade classes in Con-
temporary Issues, Economics and Government. o

Time Reqﬁired: One-tWwo 45-minute class periédsi A
Materials Required: Student Reading No. 4.

Rationale: To explore alternative methods of delivering health services
with emphasis on prevention and early diagnosis.
Concepts: Costs and benefits, public policy.
_ ~ i
Instructional . _
Objectives: 1. Given the reading‘‘Health Maintenance Organization,”
' the student will: |
L = .
a. state at leést two advantages and two disadvantages
of HMD*S,I
b. describe actions of the Federal Government for en-
couraging the growth of HMO’s.

.. 2. The student will compare costs and benefits of HMO

Teaching Strategy Pupil Activity -
- 1. Distribute Student Reading No. 4. After reading handout,

a. list advantages of HMO over the fee for service.

system. .

* b. list disadvantages of HMO.-
c. list at least two examples of governmental in-
fluence on the growth and development of HMO
plans, v

2. Havestudents select one of the following assignments: Working individually or'in small groups select assign-
L s S PR ment and complete tasks indicated. '
a. Identify and write to a certified HMO plan and - omp asks indicated.
ask for information about HMOQ’s in your area
or state, .

Government for encouraging growth of HMO's.
As a start, you may consult the following:

P

““Health Maintenance Organization—Are They an
. Answer to Your Medical Needs?'' Consumer
. Reports, October 1974, :
""i?ﬁxé_« . DR . =

“One Stop Health Care—How It Works,”
U.S; News and World Report, January 21, 1974,
p. 46. .

49
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3. Write the following on the board: Discuss questions, comparing costs and benefits of
: , HMO’s with costs and benefits of private insurance
a. What are the advantages and disadvantages to a plans, -
doctor in joining an HMO plan? ‘

use hospital facilities less ,and have fewer
- surgical procedures than patients-who use the
Blue Cross-Blue Shield plan.
¢. Why wguld_aﬁ HMO. plan not help families
with incomes under $5,000 a year?
d. Do you think, you would favor an HMO plan?
Why or why not? .
e. Do you favor present governmental policies
- toward HMO plans? Why or why not?

o,
R

9()
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Stij\dent‘Regadli’ng No.'4. & .

Health Maintenance Organization
An HMO plan assembles a number of health services under.one roof for its
& ~voluntarily enrolled members. Instead of charging a fee for each service, the
' _ HMO colle¢ts-a lump sum in-advance from subscribers—roughly $600 to $850 a
year ($50 to $70 a month). For this money, a subscriber to an HMO plan will get:

< ' a. Ph%‘sician services including consultation and referral to other doctors in~
the phan. :

b. A.ll in-patient and out-patient hospital services including lab and radiation
" gnd X-rays.

@Emergency care, when necessary.
A d. Health care at home.
A e. Physical check ups.
f. Dental exams for children under some p}ansi A . .

In summary, HMO plans can usually provide all the medical care a subscriber
needs under a single roof with one telephone number which can be used 24 hours
a day, seven days a week when needed. ] '
Backers of these plans say the cost will be less than the fee of services practiced
by most doctors and over the long run will lead to lower health care costs since
. HMO physicians emphasize preventative care and early treatment.
Two complaints are oftgn voiced in criticism of HMO’s. Some people say the
' HMO’s are too impersonal. patient does not get to know the doctor who is
treating him because he may gze a different doctor each time he uses the service.
Others feel the system is too rigid in the rules it sets up for subscribers.
The government has backed HMO with funding for planning and establishing
new HMO’s around the country. ) :
The Department of Health, Education, and Welfare announced rules late in
October 1975 that magﬂate employers with more than 25 workers to offer their
employees HMO plans as an alternate to standard health insurance. o
“The regulation, which would take years to implement fully, would require:
some 400,000 employers to allow workers to buy insurance coverage in which they
pay a set fee for all health care.”’ ' ' :
~ “Development of these plans over the last few years, however, has been slow
for seVeral reasons. The plans are expensive to establish, premiums are high and
enrollment of patients is always very slow. Also, the Federal Government lowered
its initial enthusiasm for the plans, many of which ‘had been developed and
i planned with public assistance.
“In addition, the standards for service that a plan must provide to qualify for
Federal endorsement, are very high. Only five plans have received such endorse-
ment thus far’’ (The New York Times, October 25, 1975).

o o . 1 -
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. Recommended Use:

Time Required:

'

Mal_er’ial% Requirzd

Ratioifate:

Concepts:

s Instructional

o

; For 11th-12th grade students in Contemporary Issues, Eco—
" nomics or. Government classes? - X :

3 SEarcny, opportunity cost, public policy.

Objectives: . 1.

" ¢. compare his/her respnnse with that of other class members,

=, 4

' Health Care Values _r;,-;E

Culminating activity, .after qiudems have examined health
care problerns and various plans for natmnal health msuranci‘

“Two-three 45-minute class periods.

Student Readings Nés AS 10. ’ ',

Iy

whn..h pohcy issues are resolved

. i;
Given readings rér'*és&ntmg different v1ewpmnts on hEalth
:are needs, thg‘sr dent will; “ :
a. identify the valies on which dlffEl‘ént wewpomls Aare based,
b. state vh,i§/h_ ?pasmon on proposed policies, - _"':, Wy
¢. justify? his/her pusmon in terms of explicitly stated - .
valuesx‘gaals G E ' S
é-i . - ) N . %’

Given alternative uses 0'?

limifed national resources t,l\)e,i -
student w:ll e

a. :dennfy and’ discuss the Dppnrtumty cost of increased
gc%em‘mem expenditures for health care services,

b. indicate both verbally and in written form how he/she,
thinks resources should bg: allotated, a0 . :

7

d. compare problems.and processes for resolving conflicting
views of class members to problems_and processes in- ,
volved in making policy decisions.

— —

Teaching Strategy

Pupil Activity

Read handouts.

. Distribute Student Readings Nos. 5-9 and write
- the following questions on th’ board. '
Discuss questions, noting the different
which individual responses are based.

a. *“The health care crisis is largely a erisis of ~
money. Under the present system of health
financing, income often determines the quality
of medical care people get in America.” .

(agr’ee or disag’r’ée) ,3., : . -

values on

Summarize pros and cons of increased ;:,overnmental
cﬁpﬂndllun.g. for health care,

; or _]USt perllégE for those able ta D

‘.Aa

c. How important is it for a patienf. to have free =
choice of physician and hospital whén ill dnd in
e " need of medical care? . .
:5 & .. V ¥
o S 41 02 . -

&



65 ta (3 aqd Speﬂds more o
11 this guarantee Eetter Cd i o ]
health for Amehca-n q: zens‘? P ;.‘ o 41

F

Ll

'.

Readmg (wgrksheet) No. 10

2. Distribute Stuﬁent,.
¢ Direct Students .individually to rank items on the.
list, beginning with the item they feel should receive’
hlghest priority. This is a ‘‘forced choice’ exer-.
- . cise; consequently, students are to assume that if
the money is allocated for the item ranked number
one, they must forego all other 1tem5 on 'the list no 7
matter how desirable these 9133’! b’f:g. P o L Ty TR L
. t oY ' "
3. As a means for mtmducmg (GF snémfnrung) the Usmg re%ponses gwen ‘on warksheet state and discuss
concept “oppcrtumty cost,’ ‘é'. Dppmtumty cost of government expendltures f@r
' health care programs.

i

a. ask: Did you have any pmblem deciding what
should be ranked highest? Were there other : ,
items on the list for which yau would have liked LR
‘to allocate funds? If so, what are they? o

b, explain economists’ use of the concept. S . 4]

c. have individual students indjcate the program L i ’ ' .
s, -they ranked as number one and 1o state ‘the op- . ) -, . e
'ﬂpc:rtumty‘wst of their choite. R AU " S0 a

Ask As a'mémbér of Cangress what wauld be- '
-the major consideration that would influence your

decision?’ - . R R
S Ask students which of the foflawing is closest to Indicate tha pc)hc,y that most c;lgsely reﬂacts hls/her
* their personal position wnth regard to nauondl health personal position. C
msurance : o \ :
a. Complcte national health insurance (e.g., the ~ ¥ :
Kennecly Corman F‘lan) L L

b Limited - national health msura',
private health insurance compame; (e. g AMA—
Medigredit) PR .

c. Kéep present system wnh féws, modifications
" where needed. . ’

Divide class into groups, placing, students taking Using inf@rmaﬁx}gﬁ from previous reading and discus-
.the same pusnmn in the same gmup sions, preparg a summary of the major arguments
a supporting:the grourj position,

Select one persmn ta present the group posmon to the
T o class. B A e
6. Following.group presentations provjde opportunity
for individual students (through chs::usncm or written
statement) to indicate if they have Ehanged their
position on NHI as a result of the group arguments.

» |
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. Student Reading No. 5 o

! . FR §

Agreed, Here Cﬁmes National Héalth Insurance

e,‘(.'

The gmwth of public and prlvate msuranr;e in recent years has made natlonal
health insurance seem léss radical but not-less necessary. ‘The qurrent mix of - E
;- public ‘and private programs is uneven and wnﬁely acknﬂwledged fo. have al" Co

““least three glaring defects. - : et
L .o Firstsof all, the: poof still: have VEry. madequatq Loverage In’ 197G Dnly 39% QT'- -
Y . persons under 65 with mcame; undf::r 53000 had any haS}:iltal or surglcal msuram:e .

'upper llmlts (the bené’ﬁts Qﬁaseg
) the system is"biased toward hlg
e and does nothing to promote effici a
' __ hospltahzation but not for other fmms of care, dOEtﬂfé, h‘ave.a taﬁdgncy to ardar :
i ition in order to reduce bills, . even when-a: visit to: thé thome of.-the..
office would be just as effective. Since check-ups and preventive médicifte” "
tmt cgvergd panents rnay neglgct condmons until they become ECU[E

: accixmphsh three ObjELthES

‘a ¥

__es*; to medlcal care without financial hardshlpe
‘b"‘ : ) ' L R

SIS T K 2. to protect everyone including middle m:oﬁ?é and upper mc.crne;:— S
R people agamst Latastmphlc lllnesses

1. to have |

hﬁélth m%ntutmns c:ffemvely - . . o

lice Rivlin, The New )"ur_k Times Mugazing, July 21, 1974, Reprinted by permission. . ° : ‘
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Studen‘t Readmg Ng 6 5 - VV

,,edlcal Care far thE‘Ul’ldEl‘pl‘lVllEgEd Populatm

a
ii ¥

p
recent assessmem of jpoverty and health differences between depnved

o are, twice as high amang ‘nonwhites as among whites, With proper adjustment for
s age, heai‘i diseéase, sﬂ;ok’e and cancer are all more frequent im the ghetto.

Ee : For the poar risk pf’ dymg uhder the age of 25.is four times the national average. )

years in the whifé opulation. The maternal martality, rate among nonwhites is
p

"
*

90.2 Bper &000 as compared to 22.4 per 100,000 in whites. The infant- mortality
rates of nonwhites.in 1940 was 70 percent greater. According to the United States
. Children’ s”Bureau infant mortality fises as family income decreases. Fifty percent
L of poor thlldren e incompletely immunized against small pox or measles. Sixty
percent of poor %lldren have never seen a dentist. If they are poor, and 1f they

- : areé.black Jonathan Kozol's Dé’g{}l at an E;éxly Age literally apphes

. o - . - ) . . : : i
L ; s S s » . . =
e o * ' _ : . e T
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- N
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__Arfiericans and those reasonably well off suinmarizes the sltuatlgg this way: Heart
s disease, hypertension, arthritis; mental disease,visual 1rnpalrment and mthopedlc _
y _ disability are all mor¢ common ‘among the poor. Death rates from tuberculas;&._

syphilis, influenza, pnéumonia, and vascular lesions of the central nervous system -

ong the’ nonwhx:e populauan is 63.6 years as compared to 70.2



A

! € . ) a ’ - . “‘. ;
. - /XN ) . ' L
. _ . & : Ry
H " - ! .Q . :f"
i‘ : i i “s - e ) ’ ¥, ’ Ly “
vl : _ C ] r 4 - - !" i
e R L R
: e ) ¥
) . | 2 -, .
o » o e KA ®.
S Co Student ReadingNo: 7. . S
B . o, . 7 ) 7 . - ‘ ::,_ N » s . oy
o . ot What ls_GDod"Health? LT e
-y . . ! ®
; ﬁﬁ < Any way you loc)k at it, a great deél of money iss ﬁpent on medlcal ceﬁ'e 1] tha
I/ A . qus ‘that mean, then, that Americans are thefwgrld‘s healthlest penple"’
R o 'fact they are embarrassingly low:on the totem pole, . '
Yo . *- Two, indicators used .to measure quality of health- are the* rate Qf mfant

: moﬂallty and life expéctancy. In spite of the money spent, the 1

.5, ranks thlrteenth

IR | 1§ infant mortality. In.short, twelve «other nations-including Sweéden, .Iceland,
X Switzerland, Japan, Canada, and Frante—ﬁaﬂ: a bEttqf recprd clf pfeservmg

" - human life in the infant years.

- When it comes to life expeétancy the record is even worse. U S Der,:artrnent of
o Commerce statistics: show that in 21 other nations r,:ear.ﬂe live longer.

* American born in_ 1971 can, on the average, expect to,

An:

ive to his or her 7lst

. birthday. That's a big improvement over the year 1900, when Americans could
coutfit on living.only about 50.years. But it i¥ still less than people living in such

g
.

natmns as the Net-herlands Canada lsrael Japan Denmark and Brltam.v

health isn’ t the inyxanswer More am‘:l more Df these peaple are commg tG the
. conclusion that ‘‘good health’ % also the result of a way of life: a way of life-that

" includes- a good diet, a reasoiiable pace of life, and a decent environment—one

. . with, relatwely Elgan air, adequated_vmg quarters, and tolerable noise levels.
B ’ #4It is true that the-poor do not havgas great an access to medical care,’

' says

_Dr. Peter Isaacson. {saacsonss chief of the department of preventive rnedncme and

* - environmental health at the University of Jowa College-6f Medicine.
“‘But consider’the other phenomena to which they are subject: malnutrition, air

- " o pollution, poor education, more frequeft prgl‘lEﬂEg 5, hlgher rates of venereal

control.and even jnadequate clothing.”’

W he.says. , i . Cow g
-
i

A

&

-
i
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%~ oo - and other diseases, inadequate housmg. inadequate’ sanitation, madequate rodent

“‘Do none.of these facmrs have any rf;latmnshlp tD health"“ Of course they do

¥
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Student Reading No. 8
. National Hea‘,lth!l‘ﬁ%ﬁrance :
Wwill It Promote Costly Technology? . -
; E : . Fo

L

et

«

~ What impact would national health insurance have on medical practice and
medical research? A number of experts are afraid that the side effects of national
plans may-be highly undesirable. e . R i .

. Some economists have been predicting that national tiealth insurance will induce
moré and more people to opt for highly expensive and elaborate forms of -treat-
ment, such as extra tests, unnecessary surgery and elaborate terminal care. The-
trend would then be to bias medical care in favor of expersive technology inten-
sive procedures, And since resoyrces are finite these ‘actiyities would drain away

fnds and manpower from' lower cost care. An example of high costly technology
-is a decision by Congress to allow medicare, to insure ‘patients. on the “kidney
machine”. (renal dialysis). This machine prolongs the life of end stage kidney

disease sufferers at the cost of $10,000 to $40,000 a patient, This provision which
" "cofts 135 million the first year could cost one billion dollats to help 60,000 patients
*per year, - :

\

Profesgor Scﬁ::mersvo'f\ Princeton (a medical economist) stressed that trade-offs

are.going to have to be made and coverage limited. Getting people to accept the

fact of limited resources for ‘health care has been hard, because you end up .

saying, ‘‘someone has to be allowed to die.” C

i N =

] s *

Deborah Shipeley, Science, November 1, 1974, Reprinted by permission.
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D Student Readmg N%ﬁ’: 9
- Health Care for Allz /

the limited resources available to meet our vast needs, we canpot afford huge

.expenditures on unnecessary medicine.. The 1973 budget study of the Brookings. -

Institution pomted out that public funds spend on NHI would not be available to -

meet ‘‘other hlgh -priority public objectives.”” Unfortunately, the Amerlcan public

- . seems willing to devote only a slowly growmg portion sz its GNP to public

. : expenditures. Given the political-economic reality, the value of NHI must be
weighed against the value of thesocial programs eliminatéd from consideration by,
NHI's high costs. The loss of social programs will escalate with the cost of the
government’s commitment to current payment mechanisms.

The poor, whose health is the worst and whose need the greatest, Will suffer
most from the distortion of social priorities. After a study of the links between
poverty and health, Professor Monroe Lerner of theé"Johns Hopkins School of
Medictne, concluded that the poor experience ** substantially hlgher rates of
overall martality, infant mortality, and severe illness than those in hlgher income

/ - ..~ Wemust ask ourselves, therefore, Whétﬁer’ it is worth it to go toward NHI. With

1mprové the health level of the poor .
- Lerner’s conclusions may surprise us because we are accustamed to assuming
that medical care is the only critical determinant of health. But medical sociol-

ogists have documented a wide variety of cultural, behavioral, and EnVerﬂmEntal ’ SR
factors which contribute substantially to health orillness. R
Inadequate " housing, nutrition, clothing, economic security and education -

contribute to the total poverty environment and to the ill health of the poor. If the
poor lack access to quality medical care, they also lack access to-quality housing,
. good jobs,- and nutritious food: Social programs which help alleviate these
..~ elements of poverty will substantially improve the health level of the poor; they
: will also be the programs most likely to go under-funded as escalating medical
- o costs -consume a“vailable publig f'unds Rather than man:h blindly tcward some -

5
Durgelves “Where are we gon_ng, and do we really want to go there"“

L =

¥

® T £ Slacie’, Progressive, April 1974, Reprinted by permission. . L. -
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Suppg,% the "U. S. Congress. were faced with the declsmn to -allocate
$100,000,000 for new domestic programs. How would you recom

_be spent?.

I I O

1. Food stamps for poor Americans

Rank the above mentmned nine items in order according to your.-priorities, e,
which program wguld you give the hnghest which the lowest priority, etc.?-

%

Research on cure for cancer

“Housing for low mc;-cxme famlhes

Rank Program No.

Highest Fricrity‘ 1.

= XG

" Lowest Priority =~ 9.

1

¥

Education, 1212 Avenue of l'

s 2.

K

48

Programs for reducing unemployment
Expanded health care coverage for the elderly

Research and development of new sources of energy

Grants to local gevernmems for education needs

F‘reventlve lTlEdlCE] ssrvnces for the poor

St ident Reading N(’). 10-
ngderal Budget Exe;cise

mend the money

Grants to local and state governments for crime preventmn and control

i

o
Focus for dﬁius;mn by 5. \%\Vt” ‘%ymmcs Dfigm of Curriculum, Jmnl Eﬂuncll on - Ecm’mmn:

mericas, New anﬂ' NY ]()GBE
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