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1. Introduction

The designof systems for health care finance and
delivery is under review in many countries, A
pervasive question s the appropriate role of gov-
ernment in achicving goals of efficiency and eq-
uity. Several countries appear to be converging
onacommon rmodel, in which government plays
amajor role in assuring that insurance coverage
is universal and affordable. but with competition
inthe provision of insurance and of medical care.
in order to stimulate efficiency and provider re-
sponsiveness to consumer preferences.

The thesis of this article is that assuring uni-
versal coverage requires government interven-
tion. However the goals of efficiency in re-
source allocation to medical care are more
likely to be met if the insurance coverage is
provided through competing private health
plans, rather than a public insurer, with or with-
out supplementary coverage. Efficient control
of moral hazard requires puiting providers at
risk for costs. But since providers are thereby
also exposed to exogenous risk, efficient rigk
pooling requires reinsurance for providers.
Competing systems that integrate both insur-
ance and health care delivery functions offer
the best prospects for efficient trade-off he-
tween the twin goals of efficient risk spreading
and control of excess use.

In this article, Section 2 outlines the main
teatures that make medical care different from
most other goods and services. Drawing on this
analysis, Section 3 outlines the necessary role
of government in a competitive approach to
bealth care system design. Section 4 discusses
problems with the current US health care Sys-
tem, and hence why it does not provide valid

evidence of the potential performance of a
well-designed market-based system. Section 5
extends the comparison to private insurance as
itexisted in Australia before the introduction of
the single public insurer for basic services in
1975. The concluding section reviews common
criticisms  of market-based approaches 10
health care, drawing on theory and evidence
from several countries.

2. Why is Medical Care Different?

The characteristics that distinguish medical
care from other goods and services have been
extensively discussed (for example, Arrow
1963; Culyer 1971; Pauly 1978). Here we sum-
marise the main points that are relevant to the
organisation and financing of medical care.

Whilst uncertainty about the value of medi-
cal treatments is pervasive, morc of a concern
is that information is often asymmetric. This
holds between doctors, patients and insurers.
Since doctors have a financial stake in their ad-
vice, the design of contracts and payment
mechanisms to induce {second best) efficient
provider behaviour is critical,

Asymmetric information also undermines
the efficicnt provision of health insurance,
which is subject to both moral hazard and ad-
verse selection. Patient co-payments can con-
strain moral hazard, but their efficient use for
major illness is limited because of the trade-off
with financial protection (Zeckhauser 197(1.!
The practical importance of adverse selection
remains an empirical question. In the United
States. the use of group insurance purchased
through the workplace may be a device to
avoid adverse selection, but tax advantages and



82 The Australian Economic Review

scale economies are also important. Evidence
suggesting that adverse selection is a factor in
markets for individual and small group cover-
age, includes the prevalence of restrictions on
coverage for pre-existing conditions.

Under systems of private insurance, individ-
wals with low income or chronic, costly dis-
eases may find actuarially fair premiums un-
affordable. To the extent that medical care
generates consumption externalities, either be-
cause of communicable discases or more gen-
eral merit good” concerns, most societies wish
to assure that all citizens have access to basic
medical care. Most developed countries
achieve this through systems of subsidised in-
surance such that everyone, regardless of in-
come, can afford to pay for medical care.

To assure that insurance coverage is univer-
sal, and to administer the taxes and subsidies
required to make it affordable. government in-
tervention is necessary. In addition, if health
insurance markets are subject to adverse selec-
tion, making insurance compulsory may be
Pareto improving (Dablby 1981). However, for
addressing the problem of moral hazard. gov-
crnment has no advantage over private insur-
ers. On the contrary. empirical evidence sug-
gests that private insurers operating  in
competitive markets are more likely to have the
information and incentives necessary for (sec-
ond best) efficient control of moral hazard.
This is discussed further below.

3. A Competitive Approach to Universal
Coverage

We assume that the goals of health care system
design are to assurc universal coverage, with
reasonable efficiency (subject to the informa-
tion constraints), and equity in financing and in
service availability. Efficiency includes both
production and consumption efficiency. We
define equity to mean that a basic level of med-
ical care and financial protection is available to
everyone, with non-regressive financing. Indi-
viduals who wish to purchase morc compre-
hensive coverage may freety do so but without
additional public subsidy.

In such a system. the cssential functions of
government are three:*
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(i) To requirc everyone to obtain the basic
coverage (an individual mandate). Man-
datory basic benefits should reflect will-
ingness to spend on medical care tor one-
self and for others. Coverage may be
obtained through employment, other
groups or individually.

(iiy  To assure that the mandatory coverage is
affordable for low income and high-risk
indjviduals. This can be done through a
system of refundable tax credits or vouch-
ers that are related to income {(inverscly)
and to expected cost of coverage, and are
administered through existing tax and
welfare agencies. These subsidies should
be fixed irrespective of the level of cover-
age actually purchased.

(iii) To implement the minimum regulation of
insurance markets necessary o assurc
coverage availability. These regulations
include a requirement that policies be
guaranteed renewable al class rates for a
limited period (say three years), with lim-
its on restrictions for pre-existing condi-
tions. Thus, should a person contract a
high-cost medical condition, the policy
could not be cancelled or restricted, and
could not be surcharged for a limited pe-
riod. Community rating within classes,
mandatory open enrolment, and a reinsur-
ance facility may be useful to ensure ac-
cess and affordability for high risks, de-
pending on the extent of direct risk-related
subsidies. Provision of information to con-
sumers about the plans available in the
market could also be useful, including in-
formation on premiums, cost-control strat-
cgies and outcomes, to the extent that such
information is reliable and cost-justified.

4.  Why the United States Is Not A Well-
Designed Market System

The current US health care system dogs not ex-
emplify such a well-designed market-based ap-
proach for several reasons.

Tax subsidy to employer contributions. Em-
ployer coniributions to health insurance are
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tax-exempt to employees. This implies an
open-ended subsidy to employer-provided in-
surance, af a rate equal to the employec’s mar-
ginal tax rate. Including all federal and state in-
come and payroll taxes, the average marginal
rate is over 30 per cent and exceeds 50 per cent
for those in top tax brackets, This tax exclusion
violates equity and undermines efficiency. It
costs the government over $60 billion in for-
gone tax revenues, but does little to make cov-
erage affordable to low income families. who
face low marginal tax rates, and those who are
ineligible for employer-sponsored coverage.*
Because the subsidy is open-ended and applics
to premiums but not co-payments, it encour-
ages comprehensive coverage and undermines
the demand for policies with strong controls on
moral hazard. This in turn fuels demand for
health care, including quality-enhancing tech-
nologies, while making consumers indifferent
to costs.

No individual mandate and incentives ro
free-ride. Obtzining insurance is voluntary and
roughly 15 per cent of the population lack for-
mal insurance coverage. This may be a rational
strategy, given the availability of free care.
Public hospitals cannot withhold care, regard-
less of ability to pay, and not-for-profit hospi-
tals are expected to provide charity care as a
condition of their tax-exempt status. In addi-
tion, the public means-tested program Medic-
aid has a spend-down provision such that even
those with income above the eligibility thresh-
old can qualify if they incur large medical ex-
penses. This acts as catastrophic insurance with
an income-related deductible: it provides pro-
tection from medical expense beyond a thresh-
old which depends on ong’s income.

Given these sources of free care, free-riding
may be a rational strategy: the premium for pri-
vate insurance reflects the full cost of care,
whereas the benefit is only the marginal im-
provement in protection and quality, over and
above that available under public programs and
free care. This Samaritan’s dilemma may make
it optimal to require everyone to obtain insur-
ance.

State-mandated benefits. Virtually all states
require that insurers include certain benefits in
all health insurance policies. These benefits in-

clude substance abuse treatment, in-vitro ferti-
lisation, chiropractic care cte.. and are typically
instigated by providers. The effect is to raise
the cost of basic coverage and reduce the
number of people willing to buy coverage.

Public programs, The design of the two pub-
lic programs, Medicare tor the elderly and
Medicaid for certain low-income families, has
contrihuted to cost inflation for private plans
for several reasons, Prior to 1983, the use of
cost-based reimbursement of hospitals encour-
aged hospitals to compete on quality rather
than cost, contributing to the proliferation of
high-tech equipment, often underutilised.
More recently, the very low rates of reimburse-
ment paid by public payers, particularly Med-
icaid, has allegedly led to cost shifting 10 pri-
vate payers. Its extent, however, is debatable.’

Insurance regulation. State regulation of in-
surance is not designed to address problems of
adverse selection. In particular, there is nes re-
quirement for limited guaranteed renewability
and no mandate for universal coverage, al-
though this would eliminate extreme adverse
selection since low-risks could not drop out of
the market.

Thus the widely cited problems of the cur-
rent US system—the highest health care spend-
ing per capita of any country. while 15 per cent
of the population lack formal insurance—are
not intrinsic to market-based approaches.
Rather, they reflect some perverse tax and reg-
ulatory policies, while other necessary policies
are absent,

Similarly, the common observation that high
US spending buys little improvement in health
as judged by its poor performance in measures
of infant mortality, mistakenly infers causation
from correlation. Infant mortality rates reflect
reporting differences and lifestyle factors, as
well as medical care. The major cause of hi gh
US infant mortality rates is high frequency of
low birthweight births, which are attributable
primarily to social factors, including poor nu-
trition and substance abuse in subgroups of the
population. Conditional on birthweight, US
survival rates compare very favourably, which
reflects the high intensity and quality of neona-
tal care. Whether spending on lifestyle modifi-
cation rather than treatment would be maore
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cost-cilective is a separate issue. The point
here is that simple mortality rates, that do not
control for other relevant factors, cannot accu-
rately measure the marginal product of medical
care.

5,  Australian Volontary Health
Insurance 1952 to 1975

Like the cutrent US system, the Australian vol-
untary private health insurance system, that
preceded the universal public system intro-
duced in 1975, had some perverse features and
lacked other necessary features of a well-
designed competitive system for achieving uni-
versal coverage.

First, insurance was nol compulsory. Insur-
ers remained exposed to adverse selection,
which probably explains the existence of re-
strictions based on pre-existing conditions, at
least until 1970,

Second, the structure of public subsidies in
the form of bed-day subsidies to hospitals un-
dermined incentives to buy private insurance.
Hospitals were required to charge the lowest
fees to means-tested paticnts, while other pa-
tients were charged higher fees but received
free choice of doctor. This means-tested free or
subsidised care constituted a form of public
catastrophic insurance with an income-related
deductible. Hence, it undermined incentives o
purchase insurance, particularly for low in-
come individuals.

In 1952 the general Commonwealth bed-day
subsidy was augmented by an additional per
diem subsidy for those who purchased insur-
ance. Although intended to encourage the pur-
chase of insurance, conditioning the additional
subsidy on such purchase may simply lead to
an increase in fees, utilisation and hence the
total cost of medical care, gross of premiums.“
As in the United States, the availability of sub-
sidised care may have undermined demand for
private insurance.

Assuming a positive income elasticity of de-
mand for medical care, for those above the
means test threshold, the subsidy was regres-
sive, offering greater absolute benefits to
higher income individuals. Moreover, the tax
deductibility of health insurance premiums and
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out-of-pocket medical expenses offered a
higher rate of subsidy to higher income indi-
viduals (Scotton 1967). Not surprisingly, an es-
timated 15 per cent of the population remained
without coverage and others had only shallow
coverage. As in the United States. the unin-
suted were disproportionately in low income
brackets.

Insurers were hcavily regulated, including
requirements to offer uniform benefit struc-
turcs and uniform, community-rated premi-
ums. The evidence of substantial non-price
competition (Scotton 1968) suggests that the
regulated rate levels exceeded levels necessary
to yield a competitive return on an efficient
structure of costs. Any incentive to compete by
developing innovative strategies o control
moral hazard, such as payment per case or cap-
itation, was undermined by the tax subsidy and
by the tying of public subsidies to per diem
forms of reimbursement.

In summary, the voluntary insurance system
in Australia. as in the United States, performed
poorly because of bad design. Both lack a
mandate for universal coverage, a system of
income-related subsidies, and appropriate reg-
ulation of private insurers. Neither thercfore
provides evidence of how a well-designed pri-
vate system for achieving universal coverage
might operate.

6. Discussion

Both a pure public monopoly system like Can-
ada’s and Australia’s current mixed system,
with a public base supplemented by private in-
surance. are unlikely to achieve either con-
sumption or production efficiency in health in-
surance and medical care. Principal-agent
theory suggests that, given the importance of
asymmetric information, the second best effi-
cient form of health insurance contract in-
cludes some transfer of risk to providers and
possibly direct controls. Consistent with this,
under increasingly strong competitive pres-
sures, insurers in the United States are supple-
menting patient co-payment with a range of
‘managed care’ strategies that are often associ-
ated with health maintenance organisations
(HMOs) but are also used by other jnsurers.
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The common feature of managed care strate-
gies is that the insurer is no longer a passive
payer. Rather. direct controls and reimburse-
ment systems are designed to give providers in-
ceniives to control insurance-induced overuse,
For ambulatory care. for example, insurers may
contract only with preferred ‘cost-effective’
providers, selected on the basis of discounted
fees, acceptable guality and agreement to ad-
here to pre-specified treatment protocols. Pro-
viders outside the network cannot be reim-
bursed or only with higher patient co-payment.
Capitation reimbursement. which pavs the pro-
vider a fixed amount per patient per month to
cover designated services, puts the provider at
risk for the designated services. The broader
the range of services included in the capitation,
the more comprehensive are incentives for of-
ficient substitution among medical inputs and
for the control of costs. Whereas with fee-for-
service reimbursement. additional services
generate additional net revenue, the capitated
provider who performs additional services in-
curs costs but no additional revenue.” Because
capitated doctors must compete for patients.
capitation may provide a better mix of cost and
quality than either fee-for-service or salary.

For hospital care. the increasingly widely
used strategy is payment based on a fixed fee
per admission, adjusted for casemix (known as
DRGs), rather than a per diem, per service or
cost basis. Payiment per admission creates in-
centives to reduce inputs per admission, reduce
length of stay and increase number of cases
treated. For example, the introduction of
admission-based payments has contributed to
the elimination of hospital waiting lists in Swe-
den. However without controls, it may result in
cost shifting to ambulatory services. Managed
care insurers that retain per diem payment sys-
tems use other strategies, including utilisation
review prior 1o and concurrently during the
hospital admission.

Public insurers appear to be less able or will-
ing than private insurers o implement these
managed care strategies. In most countries with
public (Canada. Australia) or quasi-public
(Germany, Japan) insurance. doctors are paid
fee-for-service and patients have free choice of
doctor, as is preferred by the medical profes-
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sion. Reducing fec levels is the main strategy
for controlling costs.® But since regulators can
regulate fees but not services provided, reduc-
tion in fee per visit leads to unbundling of com-
prehensive visits into more frequent, shorter
visits and separate billing for ancillary services
such as laboratory tests, To counteract increas-
ing volume. payers in Germany, Japan, Quebec
and the Medicare program in the United States
have established an inverse relation between
fee levels and volume: if volume increases 10
per cent, fees are reduced 10 per cent.

Fec and voluine controls constrain total
budget costs, bul probably lead to higher total
real resource costs. The proliferation of short
Visits increases patient travel and waiting time.
even if total doctor/patient contact time re-
mains unchanged. For example. in Japan the
average visit lasts roughly five minutes, and the
average Japancse makes twelve doctor visits
per year, In the United States where fees are
less controlled, the average visit length is 15
minutes and patients on average make four vis-
its per year. Total doctor/patient contact time is
the same in both countries, but patient time
costs are almost threc times higher in Japan, as-
suming that travel and waiting time are invari-
ant with length of visit, Comparisons of budget
costs thus provide a biased measure of total re-
source costs of medical care in the two coun-
tries.

Use by public payers of selective contracting
and comprehensive capitation is limited. It is
more common in the US public programs
where the pluralistic insurance market offers
alternative customers for providers. However,
offering patients a choice of capitated provider
ot insurer recreates problems of adverse selec-
tion and risk-rating, which are eliminated in a
tux-financed, public monopoly system. For ex-
ample. the US Medicare program offers bene-
ficiaries the option of enrolling in a capitated
HMO as an alternative to standard fee-for-
service Medicare. The inability of Medicare to
accurately risk-adjust the capitation payments
made to the HMOs has led to incentives for
cream skimming by the HMOs and a net in-
crease i total budget costs for Medicare. Thus
in the absence of accurate risk-rating, public
payers cannot use comprehensive capitation to
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control costs in the way that private insurers
do.

The United Kingdom's system of fundhold-
ing GPs illustrates the limits on the ability of a
public payer to put providers at risk through
comprehensive capitation, in order to control
costs and encourage efficient service mix. GPs
were originally capitated only for their own
primary care services. Obstacles to patient
switching, and hence weak competitive pres-
sures, led to concerns over low quality of care
for patients and weak incentives to conserve
costs that were not included in the capitation
payment. The 1989 reforms permitted GPs in
large practices to become fundholders. These
fundholders are paid a more comprehensive
capitation, including drugs and minor surgery:
they also contract for hospital services on be-
half of their enrolled patients.

Compared to a comprchensive HMO, these
fundholding GP groups have a small patient
pool and responsibility for only a subset of
costs. Major in-patient care is excluded from
the capitation and there is a stop loss (limit on
out-of-pocket costs) on total costs borne by the
group. The basic problem is that, because of
imperfect information, the insurer cannot dis-
tinguish high costs caused by exogenous pa-
tient conditions from high costs caused by
moral hazard. A capitated provider therefore
bears the exogenous risk of enrolling a very
sick patient, as well as the moral hazard-
induced ‘endogenous’ risk, which is not really
risk. Individual providers are not efficient bear-
ers of exogenous risk. The greater the variance
of the exogenous risk in the patient population
and the less accurately the capitation payments
are adjusted for this risk.” the lower is the opti-
mal stop loss and the more limited is the range
of services that can be included in the individ-
ual provider’s capitation. But such limits, Tike
any insurance, undermine provider incentives
to conserve, which is the purpose of the capita-
tion. Thus capitation of providers, like patient
co-payment, entails a trade-off between incen-
tives and risk-spreading.

However private insurers can be capitated
for the full range of services and the lotal cost
of patient care. They in turn can supplement
partial capitation of individual providers with
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other strategies—protocols, monitoring and in-
centives--—to control overuse of services for
which, in the interest of optimal risk allocation.
providers and patients have full insurance. Pub-
lic payers use less finc-tuned strategies. if any,
to control overuse of fully insured services,
possibly because the government lacks the in-
formation and expertise o micromanage the
delivery of medical care, and it would be polit-
ically unacceptable.'? By contrast, private in-
surers specialise in such functions and only sur-
vive in business if they perform them in ways
that are acceptable to patients and providers.

These strategies used by private insurers ac-
count for a significant part of their higher ad-
ministrative expense. relative to public insur-
ers. The higher reported administrative expense
is frequently cited as a reason for preferring
public monopoly insurance schemes to private
insurance. In fact the converse is closer to the
truth, as long as private insurers are permitted
to compete on price and form of insurance, and
are subject only to the minimum necessary reg-
ulation to ensure solvency and availability.
Since competing insurers must charge premi-
ums sufficient to cover costs, their incentive is
to incur adininistrative expense only to the ex-
tent that policyholders are willing to pay for the
additional services through higher premiums.
Thus in competitive insurance markets, there is
a presumption that administrative expenditures
reflect the cost of providing valued services,
not pure waste (Danzon 1992). For US insurers,
the largest component of overhead cost is ex-
penditure to control moral hazard. The hidden
but real offsetting benefit is reduction in the
deadweight loss (excess of cost over henefits)
from insurance-induced overutilisation of med-
ical care.

By contrast, monopoly public insurers that
are not subject o market constraints face
weaker incentives for efficient control of costs.
They typically use cruder strategies-—includ-
ing regulated fees for doctors and global budg-
ets for hospitals—that lead to higher patient
time costs, queues for hospital care and forgone
patient wellbeing and productivity. These costs
of patient time and forgone wellbeing are real
social costs, but are hidden and do not appear
in insurer accounting statements.




Danrzon & Maclaine: Health Care Reform 87

Similarly, whercas private insurers incur
monctised costs to collect premiums and main-
tain capital reserves. public insurers use tax-
based financing and hold minimal if any re-
serves. The deadweight costs of tax-based fi-
nancing, which have been estimated for the
United States at !7¢ to 50c per dollar of tax rev-
enue raised (Ballard, Shoven & Whalley 1985)
and 23c to 65¢ per dollar (AUS) for Australia
(Findlay & Jomes 1982). do not appear on the
balance sheers of public insurers.

The argument that competition forces private
insurers to invest efficiently in overhead func-
tions may not apply to private insurers that
offer only supplemental coverage and are
heavily regulated with respect to form of cover
and premiums, as are private insurers in Aus-
tralia. If prermium regulation forecloses price
competition, and prices are regulated above
competitive levels, this creates incentives for
non-price competition that may be of little
value to consumers. The widespread purchase
of supplemental insurance, despite these poten-
tial inefficiencies, may reflect the fact that sup-
plemental insurance offers benefits that exceed
the cost of billed services, if some of the costs
are shifted to the public system. This can occur
even if gap insurance is not permitted, since
supplementary insurance tends to increase use
of all complementary services, including some
that are paid for by the public program. If on
balance, services covered through supplemen-
tal tnsurance are complements rather than sub-
stitutes to those covered in the public program,
those who purchase supplemental cover at ac-
tuarially fair vates in effect receive a subsidy
from the public system.

In summary, public insurance has no advan-
tage over private insurance in achieving equity
in financing. A system of refundable tax credits
can be designed to achieve any desired sharing
of the burden of financing compulsory univer-
sal private jnsurance. Public insurers are at a
relative disadvantage in controlling moral haz.-
ard, for the reasons discussed above., Although
they report lower administrative costs, this
comparison based on accounting costs omits
hidden costs of public systems. Private insurers
that compete on price and quality have incen-
tives to incur administrative expense only to
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the extent that policyholders value the addi-
tional services.

Although public insurers have an adventage
in avoiding adverse selection. this advantage
erodes if they offer consumers the choice of
Opting out into either private insurance, com-
peting sickness funds (as in the Netherlands) or
to providers paid a comprehensive capitation.
Most public monopoly or compulsory sickness
fund systems are moving to offer consumers
more choice among insurers and providers, in
order to make providers morc consumer-
sensitive, thercby increasing production and
consumption efficiency. As this proceeds, the
logic for moving to a system of integrated com-
peting private health plans, with incentives for
efficient risk pooling and control of moral haz-
ard, becomes overwhelming,
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Endnotes

1. Experience rating, which is used to deter
moral hazard in other lines of insurance such as
automobile liability, is not widely used in indi-
vidual health insurance contracts. presumably
because imperfect information precludes accu-
rate distinction between exogenous risk and
moral hazard.

2. Medical care is a merit good if individuals
get satistaction from knowing that everyone in
the society has access to basic care.

3. For more detail, see Pauly, Danzon, Feld-
stein and Hoff (1991).

4. Individual premium contributions by the
self-employed have recently been made 25 per
cent tax deductible.

5. In simple models of profit-maximisation, a
reduction in price paid by one group of custom-
ers leads to a lower, not higher, price charged
to other customers, However cost-shifting is
consistent with models of not-for-profit behav-
iour subject to a budget constraint, depending
on the hospital’s objective function (Dranove
1988).
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6. Higher rates of subsidy for hospital care than
for doctors and drugs distort incentives for cf-
ficient substitution of services.

7. The incentive may be to provide too little
rather than too much care, unless constrained
by the need to compete for patients and payer
contracts. Outcomes reporting becomes more
jmportant, to facilitate informed contracting by
insurers and informed choice by consumers.

8. Australia and Japan also use co-payments.

9. So far, the UK National Health Service has
not attempted 1o risk-adjust the capitation pay-
ments made to fundhelding GPs, but need for
such adjustment is recognised.

10. Provider profiling is used in Canada, Japan
and Australia to identify extreme outliers in the
provider population, but such screens are
crude.

References

Arrow, K. J. 1963, ‘Uncertainty and the wel-
fare economics of medical care’, American
Economic Review, vol. 53, no. 5, pp. 941--
73.

Ballard, C. L., Shoven, J. B. & Whalley, J.
1985, *General equilibrium computations of
the marginal welfare costs of taxes in the
United States’, American Economic Review,
vol. 75, no. 1, pp. 128-38.

Culyer, A. 1. 1971, *The nature of the commod-
ity “health care” and its efficient allecation’,

2nd Quarter 1994

Oxford Economic Papers, vol. 23, no. 2. pp.
189-211.

Dahlby, B. G. 1981, *Adverse selection and
Pareto improvements through compulsory
insurance’, Public Choice, vol. 37. no. 3, pp.
547-58.

Danzon, P. M. 1992, ‘Hidden overhead costs:
Is Canada’s system really less cxpensive?’,
Health Affairs, vol. 11, no. 1, pp. 21-43.

Dranove, D. 1988, ‘Pricing by non-profit insti-
tutions: The ease of hospital cost-shifting™.
Journal of Health Economics, vol. 7, no. 1,
pp- 47-57.

Findlay, C. C. & Jones, R. L. 1982, “The mar-
ginal cost of Australian income taxation’,
Economic Record, vol. 58, no. 162, pp. 253—
62.

Pauly, M. V. 1978, "Is medical care different?,
in Competition in the Health Care Sector:
Past, Present and Future, ed. W, Greenberg,
Aspen Systems, Germantown, Maryland.

Pauly, M. V., Danzon. P., Feldstein, P. & Hoff,
J. 1991, *A plan for “‘responsible national
health insurance”’, Health Affairs, vol. 10,
no. 1, pp. 5-25.

Scotton, R. B. 1967, ‘Voluntary insurance and
the incidence of hospital costs’. Australion
Economic Papers, vol. 6,10. 9, pp. 171-91.

Scotton, R. B. 1968, ‘Voluntary health insur-
ance in Australia’, Australian Economic Re-
view, 2nd guarter, pp. 3744,

Zeckhauser, R, 1970, *‘Medical insurance: A
casc study of the tradeoff between risk
spreading and appropriate incentives’, Jour-
nal of Economic Theory, vol. 2, no. 1, pp.
10-26.

aA s B T LLLL U

Copviaht ® 2001 Al Riahts Reseved.

EEEE)

et R ——t 4 1 43 -



