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Required reading is in bold.  You can download almost all of reading through Harvard (http://lib.harvard.edu/e-resources/index.html); in many cases I have given you the URLs.  National Bureau of Economic Research (NBER) working papers can be downloaded free if you go to the NBER website (www.nber.org) through a Harvard account.  I have assigned portions of four books, Free for All?,  Pricing the Priceless, Incentives and Choice in Health Care, and Reforming Medicare.  They are all on reserve in the HKS library.  If you prefer to purchase, the first two books are in paperback.  I will put some modest amounts of additional material on the course website. 

This is a long reading list, but I have annotated it to let you know why the reading is there so you can read for the main points.  I have also included a considerable amount of optional reading, so the syllabus appears longer than it is.  There is also a supplementary reading list on the course website that you may find useful for the testimony exercises.


For each class session I will post slides on the class web site roughly a week ahead.  I expect you to have gone through the slides by the day before the class as well as to have done the required reading for that class.  This will make the class sessions much more productive.  To help enforce this, a course requirement is to formulate two questions on the material, either the reading or the slides, and e-mail me and the assistants the questions by 5 pm the night before the class.  The “questions” can be requests for class discussion of certain issues, further elucidation of some points, matters that confused you, or reactions pro or con that you had to the reading or slides. I will try to use what you send me to help structure the class; put another way, I do not intend to discuss each slide in class.  There isn’t time to do that anyway.

I have tried to make the slides reasonably self-explanatory.  Sometimes I have added explanatory material in the notes to the slides; in those cases I have put an * in to alert you.  I have also tried to spell out acronyms in the notes.  Although I try to avoid it, I will no doubt occasionally lapse into acronyms in class; if you don’t understand them, raise your hand.

In addition to the requirement to submit two questions before each class, a second requirement of the course is to prepare “testimony” on two different occasions, one near the middle of the semester and the other at the end of the semester.  You should write approximately five double-spaced pages, taking a position for or against a policy position that is relevant to the policy domains we covered in earlier sessions (for the second testimony the entire course is fair game). Although almost all of the course material is about the US health care system, I encourage international students to write about analogous issues in their home countries.  

Everyone will read a certain number of the other’s testimonies and prepare one question per testimony for the author (“the witness”), who will answer selected questions about his or her testimony in class.  I and the assistants will select the questions to be answered.  If the class is small enough, everyone will read everyone else’s testimony.  There will be an opportunity for give and take between the persons asking and answering the questions.  Do NOT read your questions or answers; it is fine to have a few notes with you when you come to the front of the class to do this, but the class exercise should be a conversation between two people, not reading from a prepared text.  At an actual hearing in the US Congress, witnesses summarize their written testimony and then just respond to questions that they do not know in advance, though they certainly may have anticipated them.  Examples of previous students’ testimonies will be posted on the course website. For more professional (and longer than you are expected to write) examples of testimony, see http://www.medpac.gov/ and when you get to the home page at the bottom in the red box below “Search Documents” click on the down arrow beside “Document Type” and select “Congressional Testimony.”  
Most policy makers will not want or expect testimony to be laden with footnotes or citations.  You should respect their expectations, and not make your testimony look like a law review article.  That said, for purposes of this class you must still respect the scholarly standards of attribution and citation.  That is, any words, data or substantial ideas you take from someone else must be credited to the original author, usually through a standard scholarly citation.  Any substantial borrowing from others that is not so credited is plagiarism, which is one of the few ways you can get yourself expelled from Harvard.  Please resolve this tension as follows: Write your testimony along the lines of the examples, i.e., without extensive footnoting or citation.  BUT… add to the back of the formal memo a page of documentation, giving the sources of key information you have used in your memo.  Document your sources in sufficient detail that a reader (e.g., you, if 3 months after writing the memo you are called upon by your boss to document your data sources) could locate and recover your key sources.  Treat this documentation as an annex that would not necessarily be included in the memo handed in to the decision maker, but that would be appended to the back of the “file copy.”  Such documentation is required while you are in this class.  It’s also a good practice when you leave this classroom for the world outside.  Because I did not formerly require this documentation, however, the examples you will see on the website do not have it.
 

Finally, there will be an in-class examination during the last class of the semester.


Your grade will depend upon your participation in class, the questions for each class session, the two testimony exercises, and the in-class examination in the final class session.  The exam and the two testimonies will each count roughly a third of the grade, with your questions for each class session and in-class participation accounting for the remainder.

There will be a review session on most Fridays; this is an optional session.  You should submit topics you would like covered to the assistants beforehand; they are not expected to prepare new material to cover in these sessions.

This course has several objectives:

1. To acquaint you with past analytical efforts in health policy, primarily by economists (who, however, are often writing for non-economists).  This is the primary aim and is intended to accomplish several things:
a) To teach you some of what is known and not known about the health policy field; 

b) To show you how the economic theory and statistical methods you have learned in other classes have been applied to issues of health policy; and

c) To show you the connection between policy analysis and actual policy.  Although there may not always seem to be an obvious connection, the manner in which issues appear on the policy agenda often is influenced by analysis, frequently with a substantial lag.  Of course, there is also a reverse flow; what appears on the analysis agenda is certainly influenced by policy, though sadly by the time the analysis is done it is sometimes too late.  A good policy analyst, like a good stock market analyst, is always trying to guess where things will be in a few years; both types of analysts are often wrong.

2.  To acquaint you with some of the relevant political and legislative history of health policy issues.  In this course we will deal with several policy issues: the demand for medical care; the quality and organization of care, including tort law; pricing/reimbursement; and the health care workforce.  These issues all have legislative and political histories, frequently long histories.  Several of the books listed at the beginning of the syllabus describe not only the history of American medical care generally but also the history of several of the issues, especially those around financing.

3.  To distinguish where within the health care sector the market seems to work reasonably well and where it does not work so well and what the public policy options are for improving it in those domains where it does not work so well.  For many reasons medical care does not resemble a classic textbook competitive market that is economically efficient, but incentives, including non-monetary incentives, are always important.  You will have to decide where market failures are more tolerable and where government failures are more tolerable.  

4.  I would also like to think you will learn something about the difference between good and bad research.  Toward that end I devote a few classes primarily to research methods; the purpose of these classes is to make you a better consumer of research.


This year is unusual because as I am “finalizing” the syllabus at the beginning of December, the US Senate is just taking up major health reform legislation.  The House of Representatives has passed legislation, but the general assumption is that Senate action will shape the final legislation (assuming there is a bill signed into law).  If legislation is enacted by the time the class begins, I will attempt to incorporate it into the course, but there is obviously no reading that I can specify in December that will incorporate the details of the legislation.  If legislation is enacted, however, I expect that I can post material on the course website that summarizes its main provisions.
Rules of Classroom Conduct

I will follow the HKS rules for classroom conduct:
1. Be on time. Class starts at 8:40 am. At that time you should all be in your seats and ready to start class.

2. Bring your name card. It helps me learn your names, and it helps your fellow students

know who made a particular comment if I can refer to you by name.

3. No side conversations. This is distracting to me and to your fellow students.  If you have a question, please raise your hand. I prefer, of course, that you ask your questions in the material you submit to me the night before, but inevitably some questions will occur to you during class.  Please ask; if you don’t understand something, the chances are good someone else doesn’t either. If you don’t want to ask during class, please ask me after class or send me or the assistants an e-mail.
4. Eat responsibly. Try to minimize the impact on others. Drinks are allowed.

5. Please leave during class for emergencies only. If you have to leave during class, please try

to create a minimal disruption. If you must arrive late or leave early for a particular class, please

let me know in advance.
6. Laptops may be used for course-related purposes only. For most people, using a laptop to

take notes will not be very efficient. Email, IM, and web surfing are not course-related purposes. You may want to print off copies of the slides and take notes on them.
7. Cell phones off. If there is an extraordinary reason why you must keep your phone on (e.g.,

you are awaiting critical medical news) please silence your ringer and let me know in advance

that you may receive a call. Leave class to conduct your conversation.
Background Material: General


Background material on a number of topics covered in the course, as well as other topics in health policy, is available at http://www.kaiseredu.org/; see especially http://www.kff.org/medicaid/kcmu100208pkg.cfm.    Although I assume you will have some basic familiarity with US health care financing institutions (e.g., you will have taken HKS HCP-100 or one of the undergraduate health policy courses), non-US students may find the descriptions of the Medicare and Medicaid programs on this website helpful, especially for the latter part of the course. There is additionally a host of other background material on this website.  Two other useful websites are http://www.cbo.gov/publications/collections/health.cfm, which has all the Congressional Budget Office materials related to health, and www.medpac.gov, the Medicare Payment Advisory Commission (MedPAC) site which is extremely useful for Medicare issues.
OPTIONAL:

Victor R. Fuchs, Who Shall Live? 2nd edition; Singapore: World Scientific, 1998.  A classic monograph.  The 2nd edition reprints the 1974 first edition in its entirety and also has some additional later essays of Fuchs appended.  I will not take up this book in class, but it is an excellent exposition of the application of several elementary economics principles to health care, especially the need for choice.  Although the numbers are now dated, the analysis is generally still relevant.  I think this is a classic book that everyone making a career in health policy should read at some point.
Background: Historical (US)

In addition to the Fuchs book, I recommend that those of you intending to work in US health care policy read at least one of the next three books at some point in your health policy career for historical background.  Although the course will not explicitly draw on them, they all provide material on the political history of several issues the course considers.  All are in paperback.

OPTIONAL:

Paul Starr, The Social Transformation of American Medicine, New York: Basic, 1982.

Rosemary Stevens, In Sickness and in Wealth: American Hospitals in the Twentieth Century, Baltimore: Johns Hopkins, 1999. 

Julius Richmond and Rashi Fein, The Health Care Mess; Cambridge: Harvard University Press, 2005.  Part history, part memoir of two participants in health policy over the second half of the 20th century.
Background: Economics

This is a course in the economics of health policy rather than a course in health economics, meaning the course investigates a number of health policy issues through the lens of economics rather than starting with economic theory and showing its applications to health policy.  The difference, however, is more in emphasis than substance, and health economics textbooks cover the course topics in some fashion.  For those who wish to see a textbook treatment, I mention three textbooks here; finding the relevant sections should not be difficult.


Charles E. Phelps, Health Economics, 4th edition; Boston: Addison-Wesley.

Sherman Folland, Allen C. Goodman, and Miron Stano, The Economics of Health and Health Care, 6th edition; Upper Saddle River, NJ: Prentice Hall.

Thomas E. Getzen, Health Economics and Financing, New York: John Wiley & Sons,  2006.

An indispensable reference work for more advanced students of health economics is:

Handbook of Health Economics, eds., Anthony J. Culyer and Joseph P. Newhouse; Amsterdam: North Holland, 2000.  I have put several chapters from the Handbook on the reading list, although only two are on the required list because many chapters are hard going unless you have the requisite economics background.  A mathematical intermediate microeconomics course such as HKS API-101A, FAS Economics 1011a, or HSPH HPM-206 and an undergraduate econometrics class will suffice for much of the Handbook, but a graduate level microeconomics course such as FAS Economics 2020 (HKS API-111, 112) and graduate level econometrics is necessary for some parts.

Health Care Systems Other than the United States

Typically students from many countries other than the US take this course.  To give everyone some background material on some selected health care systems other than the American, should they want it, I have placed some short descriptive papers on specific countries on the supplementary list.  These papers are certainly not meant to be comprehensive treatments of those health care systems, and many if not most of them are out of date in their particulars, but they are a beginning.  In addition, there are a few papers on the reading list with results on the topics we study with results from other countries (e.g., the UK, the Netherlands).
CLASS 1 - OVERVIEW OF MEDICAL COST DRIVERS AND HEALTH CARE FINANCING; FINANCING COSTS (January 25)

This class session is an overview of issues around health care costs, focusing on why costs have risen, how health care costs are financed, and the policy issues raised by different financing methods.  Each method of financing creates economics inefficiencies; although the slides for this class touch on those related to taxation, they are covered more extensively in any economics of public finance course.   This session also takes up issues around the future financing of Medicare (similar arguments apply to the future financing of Medicaid).  I defer the issue of financing employment-based insurance to the next class. 
Henry J. Aaron and Paul B. Ginsburg, “Is Health Spending Excessive? If So, What Can We Do About It?,” Health Affairs, September/October 2009, 28(5):1260-75.  An overview of the cost issue.  Note that their Table 2 is in the same spirit as my slide comparing the excess of US health care cost growth over GDP growth to some other individual countries.
Alan M. Garber and Jonathan Skinner, “Is American Health Care Uniquely

Inefficient?” Journal of Economic Perspectives, 22(4), Fall 2008, pp. 27-50.  Suggests US health care is not on the flat-of-the-curve but is instead inside the production possibility frontier (see slides).  More on this in classes 5 and 6.
David M. Cutler, Sanjay Vijan, and Allison B. Rosen, “The Value of Medical Spending in the United States, 1960-2000” New England Journal of Medicine, 355(9), August 31, 2006, pp. 920-927.  The paper makes the case that the benefits from the increased spending on medical care in the last half of the 20th century were worth it without even considering gains in morbidity, though less so for the elderly.
Victor R. Fuchs, “Three ‘Inconvenient’ Truths About Health Care,” New England Journal of Medicine, 359(17), October 23, 2008, pp. 1749-51.  A short summary of key facts.
David M. Cutler and Richard J. Zeckhauser, “The Anatomy of Health Insurance,” in Handbook of Health Economics, eds., Anthony J. Culyer and Joseph P. Newhouse; Amsterdam: North-Holland, 2000.  http://www.sciencedirect.com.ezp1.harvard.edu/science?_ob=PublicationURL&_tockey=%23TOC%2324609%232000%23999989999.7998%23584858%23FLP%23&_cdi=24609&_pubType=HS&_auth=y&_acct=C000014438&_version=1&_urlVersion=0&_userid=209690&md5=a27d303a142408c7e6fe06be6bdd9bca.  This chapter is an excellent introduction to and summary of the economics of health care financing.  It is relevant to many parts of the course, although I do not intend to work through the chapter in this or subsequent classes. The chapter uses the calculus in some places; for those of you whose calculus is rusty, keep reading; they mostly explain verbally what they are doing.  You do not have to have read the chapter to understand much of the material for the first several class sessions, but I have placed this chapter under the first class on the reading list not only because it serves as background for many parts of the course but also because some of the early material in the course anticipates later material, and this chapter introduces some of that later material.  In other words, you will understand the course as it unfolds better if you read this chapter now.

OPTIONAL:

Medicare Payment Advisory Commission, “Context for Medicare Payment Policy,” in Report to the Congress: Medicare Payment Policy, March 2007, Washington: The Commission, 2008.  Available at http://www.medpac.gov/chapters/Mar08_Ch01.pdf
An overview written from a Medicare perspective, but that is a perspective that we will come back to in the last part of the course.

Joseph P. Newhouse, “Medical Care Costs: How Much Welfare Loss?” Journal of Economic Perspectives, 6:3, Summer 1992, pp. 3-21.  This paper distinguishes the margin of costs at a point in time from that of costs over time and argues that the growth in costs over time is on average justified by the growth in the benefits.  That is a similar argument to the required Cutler, et al. paper above. http://links.jstor.org.ezp1.harvard.edu/sici?sici=0895-3309%28199222%296%3A3%3C3%3AMCCHMW%3E2.0.CO%3B2-M .  This work has been updated with seventeen new years of data and an explicit accounting of the endogeneity of technological change in Sheila Smith, Joseph P. Newhouse, and Mark Freeland, “Income, Insurance, and Technology,” Health Affairs, September/October 2009, 28(5):1276-84.  In terms of how these ideas in the academic literature filter in to the policy process, have a look at Congressional Budget Office, “Technological Change and the Growth of Health Care Spending,” January 2008, http://www.cbo.gov/ftpdocs/89xx/doc8947/01-31-TechHealth.pdf.  Chapin White, “Health Care Spending Growth: How Different Is

The United States From The Rest Of The OECD?,” Health Affairs, January/February 2007, 26(1):154-61, places more emphasis on the differences in the US rate of growth, while I emphasize the similarities.  There are some differences in our methods: 1) White’s initial year is 1970, mine is 1960 for most countries; 2) I focus on the largest economies (and I discount Germany because of reunification) whereas White looks at the entire OECD; 3) White looks at health care cost growth relative to GDP growth and accounts for aging, but these two differences roughly cancel out.  Even though White emphasizes the US difference, he also shows that the US is nowhere near the outlier in the rate of growth that it is in levels.  http://content.healthaffairs.org.ezp-prod1.hul.harvard.edu/cgi/reprint/26/1/154
David M. Cutler, Your Money or Your Life: Strong Medicine for America’s Health Care System; New York: Oxford University Press, 2004.  A book length version of the Cutler, et al. article that is on the required list.  I highly recommend the entire book; I have not required it because of the length of the reading list, even though the book itself is short (123 pages), is written for a general audience, and is highly readable.  The introduction and Chapters 1-6 are the most relevant to the material in this class, but the remainder is the book is relevant to other parts of the course, and I have also included a few specific pages from the book in the reading list for Class 6.

Victor R. Fuchs and John B. Shoven, “Funding Health Care for All Americans,” http://www.fresh-thinking.org/docs/workshop_071018/FundingHealthCareForAllAmericans-AnEconomicPerspective.pdf.   An overview of the financing options for health care.  The Fuchs-Emanuel plan that is referred to in the latter part of the document is a proposal to give everyone a health insurance voucher and have them buy insurance through an exchange similar to the Massachusetts Connector.  This paper is on the reading list, however, because of its lucid explanation of the various financing options for health care.

Martin S. Feldstein, “The Effect of Taxes on Efficiency and Growth,” Cambridge, MA: NBER Working Paper 12201, May 2006.  (http://papers.nber.org/papers/W12201).  NBER working papers can be downloaded free through a Harvard computer.  A non-technical paper that quantifies the inefficiencies induced by the American tax system.  For those of you that want to read something on this subject but have not taken a public finance course, this would be a good choice.

Jeffrey Liebman and Richard J. Zeckhauser, “Simple Humans, Complex Insurance, Subtle Subsidies,” paper prepared for a Tax Policy Center conference, February 24, 2008.  http://www.taxpolicycenter.org/tpccontent/healthconference_zeckhauser.pdf.  Also in Using Taxes to Reform Health Insurance, eds. Henry J. Aaron and Leonard E. Burman, eds., Washington: Brookings, 2009. A paper directed at how insights from behavioral economics might affect health policy.  The concluding section has comments on the role of the employer in structuring the market for health insurance that are relevant to the debate over replacing employment-based insurance.

Ezekiel J. Emanuel and Victor R. Fuchs, “The Perfect Storm of Overutilization,” JAMA, June 18, 2008, 299(23):2789-91.  A non-technical listing of the various factors responsible for the high level of costs in the US compared with other countries.  Emanuel is serving in the Obama Administration as Special Adviser to OMB Director Peter Orszag.

For a contrary view to the many who believe that the US medical care system not only spends more but delivers less, see Samuel Preston and Jessica Ho, “Low Life Expectancy in the United States: Is the Health Care System at Fault?” University of Pennsylvania Population Studies Center Working Paper Series, http://repository.upenn.edu/cgi/viewcontent.cgi?article=1012&context=psc_working_papers or for those who prefer a short version, see the New York Times story http://query.nytimes.com/gst/fullpage.html?res=9902E7DE103DF931A1575AC0A96F9C8B63&sec=&spon=&pagewanted=2.
CLASSES 2 - 4: THE DEMAND FOR MEDICAL CARE AND COST SHARING
CLASS 2 - INCIDENCE OF EMPLOYMER PAID PREMIUMS; HEALTH CARE COSTS AND THE LABOR MARKET; THE THEORY OF DEMAND FOR MEDICAL CARE SERVICES (January 27)  

We finish the financing discussion that was begun in class 1 by taking up the incidence of employer-paid premiums and then drawing out some consequences for labor markets.  The increase in health care costs links to the change in real wages, a topic covered in this class, as well as to the number of uninsured (covered in Class 13).

Most of this class, however, is devoted to the demand for medical care as a function of cost sharing in insurance, with the limiting form of cost sharing being no insurance.  The intent of insurance is to reduce risk to the individual, but in doing so it generally changes individual actions, a phenomenon the economics literature refers to as moral hazard.  In this case the moral hazard refers to the increase in demand for medical care as individuals have more complete insurance.  The class covers the theory of the demand for medical care and moral hazard.  This is largely a review of the theory of the consumer that should be familiar from your prior economics course(s).  The reading does not cover the important distinction between positive and normative economics nor the key challenges to applying normative economics to medical care, but the slides cover those topics.  Make sure you understand the distinction between positive and normative.  There are a number of challenges to applying standard normative economics to medical care.  I cover these in the slides for this class, but revisit this topic in class 10 when we come back to the market for health insurance (see especially the Beshears, et al. paper for that class).

Although traditional cost sharing imposed a deductible and/or coinsurance rate that applied equally to all services, the Chernew, et al. reading suggests varying the amount of cost sharing according to the clinical value of the good or service in question.

Lawrence H. Summers, “Some Simple Economics of Mandated Benefits,” American Economic Review, 79(2): 177-183, May 1989.  Covers the basic economics of incidence of employer paid insurance premiums. Incidence refers to who ultimately pays a tax or a mandate; it is one of the hardest concepts for non-economists.  Although Summers is discussing mandated benefits, the theory he describes applies to employer-paid premiums even if not mandated, as is the case in the US.  Although the notion that employees ultimately bear the cost of employer-paid premiums is widely accepted by economists (but not by many non-economists!), the slides note some important caveats and draw out some implications of the theory in this class.  Those interested in more on this topic should consult Mark Pauly’s book that is on the supplementary material reading list.  The link to the Summers’ paper is: http://links.jstor.org.ezp1.harvard.edu/sici?sici=0002-8282%28198905%2979%3A2%3C177%3ASSEOMB%3E2.0.CO%3B2-N 
Joseph P. Newhouse and Anna Sinaiko, “What We Know and Don’t Know about the Effects of Cost Sharing on Demand for Medical Care – and So What?” in Incentives and Choice in Health Care, eds. Frank A. Sloan and Hirschel Kasper; Cambridge: MIT Press, 2008, pp. 156-184.  A review of the RAND Health Insurance Experiment (Class 4) and some subsequent literature. 

Michael E. Chernew, Allison B. Rosen, and A. Mark Fendrick, “Value-Based Insurance Design," Health Affairs, March/April 2007, 26(2): w195-w203.  Some more recent ideas on cost sharing.
Joshua T. Cohen, Peter J. Neumann, and Milton C. Weinstein, “Does Preventive Care Save Money? Health Economics and the Presidential Candidates,” New England Journal of Medicine, February 14, 2008, 358(7):661-663.  The analysts’, as opposed to the general public’s, view of how public policy should approach preventive care.  http://content.nejm.org.ezp-prod1.hul.harvard.edu/cgi/reprint/358/7/661.pdf  Related to this topic is the reaction of the public to the fall 2009 recommendations of the US Preventive Task Force on breast and cervical cancer screening.
If you feel you need some humor and moral hazard has you feeling down, you can have a look at
http://www.youtube.com/watch?v=ZDwD3Xf2g_I&feature=PlayList&p=483DFAD87BC4CF4F&index=4
OPTIONAL:
The following two papers expand the usual theory of demand and moral hazard to consider multiple goods.  The usual theory, which treats one good, can be found in any of the textbooks listed at the beginning, and the slides go over it.  

Randall P. Ellis and Willard G. Manning, “Optimal Health Insurance for Prevention and Treatment,” Journal of Health Economics, December 2007, 26(6):1128-50 http://www.sciencedirect.com.ezp-prod1.hul.harvard.edu/science?_ob=ArticleURL&_udi=B6V8K-4PT7WVK-1&_user=209690&_coverDate=12/01/2007&_rdoc=7&_fmt=high&_orig=browse&_srch=doc-info(%23toc%235873%232007%23999739993%23675291%23FLA%23display%23Volume)&_cdi=5873&_sort=d&_docanchor=&_ct=10&_acct=C000014438&_version=1&_urlVersion=0&_userid=209690&md5=3638d052dd4f1238f5016cc55576e455  is a formal treatment of the standard theory of demand with both preventive and treatment services.   The main result is that preventive services should have less cost sharing than treatment services, which comes from the individual’s ignoring the savings on treatment costs accruing to others in the insurance pool when deciding on the amount of preventive care.  Ellis and Manning also show that if there are uncompensated monetary losses of treatment, such as time and travel, insurance rates on insured treatment services should be lower than they otherwise would be.
Dana Goldman and Tomas J. Philipson, “Integrated Insurance Design in the Presence of Multiple Medical Technologies,” American Economic Review, May 2007, 97(2): 427-432. http://www.ingentaconnect.com.ezp-prod1.hul.harvard.edu/content/aea/aer/2007/00000097/00000002/art00075 An argument similar to that of Chernew, et al., Newhouse-Sinaiko, and Ellis-Manning above, showing that if two services are substitutes, say hospital care and drugs from lack of compliance, the cost sharing on drugs should be lower.


Health Insurance and the Labor Market.  Around 60 percent of non-elderly Americans receive health insurance through their place of employment or their spouse’s place of employment.  This arrangement has consequences both for who pays the costs of health insurance and for the efficiency with which the labor market operates, especially “job lock,” which refers to workers not moving to jobs that they would otherwise move to because doing so would entail a change in their health insurance.  (There is also “marriage lock” for similar reasons.)  For material on job lock from employment-based health insurance, see the Gruber Handbook chapter on the supplementary reading list and the literature cited there.  I will not deal with job lock in class.

A paper that has empirical evidence of the shifting of premiums to wages – and there is not a lot of such evidence – is:


Katherine Baicker and Amitabh Chandra, “The Labor Market Effects of Rising

Health Insurance Premiums,” Journal of Labor Economics, July 2006, 24(3):609-634. 

Because of the many two-worker families, it is advantageous for each employer to provide less subsidy for dependent insurance, so that the family elects coverage from the other employer.  (Sometimes this takes the form of a bonus for not insuring dependents through one’s own employer.)  For a model of dependent health insurance as a ruinous game, see:
David Dranove, Kathryn Spier, and Laurence Baker, “Competition Among Employers Offering Health Insurance,” Journal of Health Economics, January 2000, 19(1): 121-140.

Many health policy analysts feel that insurance should not be employment based (e.g., Fuchs and Emanuel), a view embodied in the 2009 debate in the Wyden-Bennett bill.  That bill did not attract a lot of support.  I believe this reflects the political difficulty of changing from employment-based insurance because of the amount of redistribution it would entail and, if a public program were the alternative, the size of the monies that would be shifted to the government budget.  Furthermore, precisely because of worker investment in firm-specific capital, it is not clear that workers would necessarily receive in wages what firms now pay in health insurance premiums, so the redistribution that a move from employment-based insurance would cause is not easy to predict, at least in the short run.  Moreover, the Liebman-Zeckhauser paper above raises issues about whether a move from employment-based insurance is a good idea anyway.  Nonetheless, if health insurance exchanges are open to all, there is likely to be a reduction in employment-based insurance.
Frank A. Scott, Mark C. Berger, and John E. Garen, “Do Health Insurance and Pension Costs Reduce the Job Opportunities of Older Workers?” Industrial & Labor Relations Review, July 1995, 48 (4), pp. 775-91.  This is one of the few papers in the literature that bears on incidence within a firm.  It shows that companies with health insurance as a fringe benefit are less likely to hire 55-64 year old workers than companies without, as are companies with more rather than less health generous plans, suggesting that the incidence within the work group is not age-specific.  This result contrasts with the Gruber papers on the Supplementary list which suggest subgroup-specific incidence.

What Services Are Covered?  Non-coverage is the extreme form of cost sharing, which is why these papers appear in the cost-sharing section of the reading list, even though their main thrust differs from the other material in this section.  See the supplementary list for descriptions of this issue in the UK and, in the context of drugs, Australia.  We will come at this problem somewhat obliquely in Class 7 since policy issues around outcomes research and comparative effectiveness frequently arise in this context. Also the material in Classes 14-20 is relevant here, since a service may not be covered under a medical necessity clause (Class 14) and, even if covered, the reimbursement level may affect supply (Classes 16-20). 
Muriel R. Gillick, “Medicare Coverage for Technological Innovations – Time for New Criteria?” New England Journal of Medicine, 350(21), May 20, 2004, pp. 2199-2203.  Describes three major Medicare coverage decisions.  See also the editorial by Sean Tunis in the same issue.  It has proven politically difficult for a US public insurance program to incorporate cost formally in coverage decisions (see the paper by Foote in the supplementary reading for Class 17).  Note that coverage and reimbursement are distinct issues in the Medicare context and that a decision to reimburse at a low rate could effectively vitiate a decision to cover.  I return to reimbursement of new technology in Class 17.

Mark B. McClellan and Sean R. Tunis, “Medicare Coverage of ICDs,” New England Journal of Medicine, 352(3), January 20, 2005, pp. 222-224.   ICDs are implantable cardioverter defibrillators to prevent sudden cardiac death; they cost about $30,000 per case. Medicare liberalized its coverage criteria at a ballpark cost of $3 billion, but the quid pro quo was that data were to be collected on effectiveness in subgroups in order to potentially sharpen the coverage decision.  Keep this point in mind when we come to the discussion of randomized trials versus observational studies in Class 7.
David M. Eddy, “Benefit Language: Criteria That Will Improve Quality While Reducing Cost,” JAMA, 275, February 28, 1996, pp. 650-657.  Even if a service is covered, the insurance contract typically limits coverage to “medically necessary services.”  (That is, a service that is medically necessary for one person may not be so for another.)  Eddy suggests language to replace the “medically necessary” language and makes the point – often misunderstood by the general public and the press – that benefit language is about how common resources are best used, not a “club” held over the heads of patients and providers for insurer profits.
CLASS 3 - THE DEMAND FOR INSURANCE AND RISK AVERSION: THE METHODOLOGY FOR ESTIMATING THE DEMAND FOR HEALTH CARE (February 1)


We begin this session with the demand for insurance, which from an economic point of view is a demand for risk reduction.  Insurance can both change behavior (moral hazard) as well as reduce risk.  The tradeoff between risk reduction and efficiency losses from changing behavior is sometimes referred to as Zeckhauser’s dilemma after his classic 1970 paper, which is on the supplementary reading list.  

This class also focuses on the various non-experimental methods that have been used to study the response of demand to variation in cost sharing and the advantages and disadvantages of those methods.  The intent of this class is to help your understanding of the strengths and weaknesses of the empirical studies in the literature.  The methods used to study demand for medical care turn up in many other applied contexts.  You can think of this class as part of an introduction to research methods, which bears on my goal of improving your ability to tell good work from bad.  

The slides for this class go over the various methods of estimating how demand or utilization responds to price.  I expect you to test your methodological understanding by critiquing the methods of the three studies below.  If you want to test your understanding of methods further, try to critique the methods of papers on the supplementary reading list. 

Anne Scitovsky and Nelda McCall, “Coinsurance and the Demand for Physician Services: Four Years Later,” Social Security Bulletin, May 1977, 40:19-27.  Early, classic study of the effect of varying copayment, establishing that demand does respond to consumer incentives.  

http://www.heinonline.org.ezp1.harvard.edu/HOL/PDF?handle=hein.journals/ssbul40&collection=journals&id=349&print=9&ext=.pdf
Geoffrey F. Joyce, José J. Escarce, Matthew D. Solomon, and Dana P. Goldman, “Employer Drug Benefit Plans and Spending on Prescription Drugs,” JAMA, October 9, 2002, 288(14): 1733-1739.  http://jama.ama-assn.org.ezp-prod1.hul.harvard.edu/cgi/reprint/288/14/1733 Shows that raising drug copayment reduces use (compliance), and that shifting from one-tier to two-tier formularies also reduces use.  (A formulary is a list of drugs that the insurer covers.  The N in N-tier formularies means the drugs on the formulary are classified into N groups.  If N = 3, the first tier (lowest price) is a generic drug, the second tier is a preferred brand-name drug, and the third tier is a non-preferred brand name drug.  Two-tier formularies simply distinguish generic and brand name drugs).  Three-tier formularies reduce use a bit more.  The study does not get at health/outcome effects.  Focus on the methods that the authors used to derive their results and whether you believe their results. http://jama.ama-assn.org.ezp1.harvard.edu/cgi/reprint/288/14/1733 
Amitabh Chandra, Jonathan Gruber, and Robin McKnight, “Patient Cost Sharing, Hospitalization Offsets, and the Design of Optimal Health Insurance for the Elderly,” NBER Working Paper 12972, March 2007, http://www.nber.org/papers/w12972.pdf.  Finds even larger effects of cost sharing than the RAND Experiment (Class 4) and also large offset effects on other types of spending.
OPTIONAL:


For those of you that have the economics background to understand it, work by Chetty and Szeidl explain why consumers may appear more risk averse to intermediate losses than standard theory would predict. I give the intuition in the slides for the class.


Raj Chetty and Adam Szeidl, “Consumption Commitments and Risk Preferences,” Quarterly Journal of Economics, May 2007, 122(2):831-74. 
CLASS 4 – EMPIRICAL EVIDENCE AND IMPLICATIONS OF THE DEMAND FOR HEALTH CARE (February 3)


Although old, the RAND Health Insurance Experiment results are still taken as the gold standard for the effects of cost sharing on utilization and health outcomes.  The class will cover the design and results of the RAND experiment and applications of demand analysis, including: a) The economics and politics of a catastrophic benefit in Medicare (no reading assigned); b) Health Savings Accounts and Health Reimbursement Accounts; c) The consequences of no insurance (see Lurie, et al., and Lave, et al.; we will deal more with the issue of the uninsured as a policy issue in Class 13).   
Joseph P. Newhouse and the Insurance Experiment Group, Free for All? Lessons from the RAND Health Insurance Experiment,  Harvard University Press, 1993, pp. 8-17, p. 41, chapters 5 and 11.  The slides cover some of the design issues, which are covered in more detail in chapter 2.  Also, as a tie back to the theory of coinsurance, be prepared to answer how the Participation Incentive in the RAND Experiment should be treated theoretically.  Pay particular attention to chapter 11, which is a summary of the findings of the RAND Health Insurance Experiment.  Although roughly three decades old, the results of the RAND Experiment are still frequently referred to by all sides in debates over health policy.  The slides refer to the norms hypothesis; for more on this, refer to the Supplementary reading list.
Melinda Beeuwkes Buntin, Cheryl Damberg, Amelia Haviland, et al., “Consumer Directed Health Care: Early Evidence about Effects on Cost and Quality,” Health Affairs, 25(6):w516-w530.  A review of the literature through early 2006 that covers a number of subjects we will come to later in the course.  For now focus on the results on the effects on demand.  Are these results consistent with the RAND findings?
http://content.healthaffairs.org.ezp1.harvard.edu/cgi/reprint/25/6/w516 
Nicole Lurie, Nancy B. Ward, Martin F. Shapiro, and Robert H. Brook., “Termination from Medi-Cal: Does It Affect Health?” New England Journal of Medicine, August 16, 1984, 311(7):480-4.  (Posted on the class website). The move from no insurance to some insurance may be more important than the move from some insurance to full insurance, which was what the RAND Experiment tested.  Why might Lurie’s effects be overstated as an estimate of what would happen to health status if all the uninsured were given Medicaid coverage?  For the purpose of answering this question ignore the shift of the Medicaid population into managed care, which occurred subsequent to the Lurie, et al. article; I am after a methodological issue.   
J. Michael McWilliams, Alan M. Zaslavsky, Ellen Meara, and John Z. Ayanian, “Impact of Medicare Coverage on Basic Clinical Services for Previously Uninsured Adults,” JAMA, August 13, 2003, 290(6), pp. 757-764.  Showing an increased use of services among 60-64 year olds when they turned 65 and became eligible for Medicare.  Why might the increase be overstated as a measure of the steady-state increase in utilization as a function of insurance?  http://jama.ama-assn.org.ezp-prod1.hul.harvard.edu/cgi/reprint/290/6/757.  Note subsequent study in Class 13 reading.
Richard Kronick, “Health Insurance Coverage and Mortality Revisited,” Health Services Research, August 2009, 44(4):1211-31.  Unlike the Lurie study, concludes that being uninsured probably does not raise the risk of mortality.  Related to the Lurie, et al., McWilliams, et al., and Kronick papers, note also the Institute of Medicine monograph series in the supplementary reading for Class 13, especially Care Without Coverage: Too Little, Too Late, as well as the Haas, et al. article under the supplementary materials for the Medicaid section.  Kronick is especially critical of the IOM estimate.
Michael Chernew, Mayur R. Shah, Arnold Wegh, Stephen N. Rosenberg, Iver A. Juster, Allison B. Rosen, Michael C. Sokol, Kristina Yu-Isenberg, and A. Mark Fendrick, “Impact of Decreasing Copayments on Medication Adherence Within a Disease Management Environment,” Health Affairs, January/February 2008, 27(1):103-12.  Decreasing cost sharing to improve adherence.
Robert H. Brook, “Health Policy and Public Trust,” JAMA, July 9, 2008, 300(2):211-3.  http://jama.ama-assn.org.ezp-prod1.hul.harvard.edu/cgi/reprint/300/2/211 This editorial could also fit at the end of the course, but I put it here because one of Brook’s three examples is the RAND Health Insurance Experiment, where he was the lead physician researcher.  (The Rogers, et al. paper in the Optional reading for Class 16 is his third example.)  By having you read this, I hope you acquire a feel for the environment in which a policy researcher operates. If some of you manage policy research in your career, I hope you will remember this paper.  For a reprise of the main theme, which also serves as a transition to the next unit on quality, see Brook’s paper “Quality, Transparency, and the US Government,” JAMA, April 1, 2009, 301:13:1377-8.
OPTIONAL:

Charles M. Kilo and Eric B. Larson, “Exploring the Harmful Effects of Medical Care,” JAMA, July 1, 2009, 302(1):89-91.  Free for All? concluded that there may have been no observed effect on health outcomes from the additional services on the free plan because among a relatively healthy group of non-elderly, the additional services may have done as much harm as good.  Three decades later this commentary in JAMA concludes that not much is known about harms. Although the authors’ comment that “the benefits that US health care currently deliver [sic] may not outweigh the aggregate health harms it imparts” seems (to me) vastly overblown, if amended to apply at the margin, the comment may well be true.  Note also the US Preventive Task Force recommendation about mammography for women between 40 and 50 took explicit account of harms.
David Card, Carlos Dobkin, and Nicole Maestas, “Does Medicare Save Lives?” 

Quarterly Journal of Economics, May 2009, Vol. 124, No. 2: 597–636.  A paper with the same basic design as the McWilliams, et al. study, but showing that for those admitted to the hospital through the emergency room, those over 65 receive somewhat more services and have somewhat lower mortality rates that persist for at least 9 months.
Evelyn Korkor Ansah, Solomon Narh-Bana, Sabina Asiamah, Vivian Dzordzordzi, Kingsley Biantey, Kakra Dickson, John Owusu Gyapong, Kwadwo Ansah Koram, Brian M. Greenwood, Anne Mills, Christopher J. M. Whitty, “Effect of Removing Direct Payment for Health Care on Utilisation and Health Outcomes in Ghanaian Children: A Randomised

Controlled Trial,” PLoS Medicine, January 6, 2009, 6(1):48-57.  The HIE findings redux in a Ghanaian setting.  http://www.plosmedicine.org/article/info:doi/10.1371/journal.pmed.1000007
Judith R. Lave, Christopher R. Keane, Chyongchiou J. Lin, et al., “Impact of a Children’s Health Insurance Program on Newly Enrolled Children,” JAMA, June 10, 1998, 279(22), pp. 1820-1825.  Similar conclusion to Lurie, et al.; tangible benefits moving from no insurance to almost complete insurance in a managed care plan among children in families with incomes under 235% of the poverty level.  What are the weaknesses in the research design?

http://jama.ama-assn.org.ezp1.harvard.edu/cgi/reprint/279/22/1820

The following two items deal with the Medicare prescription drug benefit.  I put them here because the cost sharing for this benefit was and remains a major policy issue, so this material is for those who are particularly interested in Medicare and prescription drugs.  

Medicare Payment Advisory Commission, Report to the Congress: Assessing Medicare Benefits; June 2002, chs. 1-3.  Available on the web at www.medpac.gov; click on “Publications” and then on “Reports.”  Chapter 1 is background on Medicare; much of which is not critical at this point in the course, so it can be skimmed; it will, however, be useful later when we spend time on Medicare.   Chapter 1 is also relevant to the demand for insurance module, which comes a bit later in the course.  Chapter 3 is the heart of the discussion on service coverage and cost sharing; note the reference to the RAND Experiment results in note 16 as an example of how research influences policy.

Congressional Budget Office, Issues in Designing a Prescription Drug Benefit for Medicare; Washington: CBO, October 2002, chapter 2.  Available on the web at http://www.cbo.gov/showdoc.cfm?index=3960&sequence=0  A review of several issues that had to be resolved as part of a Medicare drug benefit.  The monograph discusses the how cost sharing might be structured at the beginning of chapter 2 and the assumption on demand elasticity relevant to the CBO cost estimates at the beginning of chapter 4.  Other parts of this document are relevant to later sections of the course; in particular, chapter 3 is relevant to the discussion of selection, and the discussion of the possibility of price setting on page 29 is relevant to the last part of the course on administered prices.  (As a side remark, I believe CBO minimizes the degree to which price setting is likely ultimately to be used in the Medicare drug benefit by saying the relevant cases are “exceptional;” one piece of evidence for my view was the adamant opposition of the pharmaceutical industry to any single government administered Medicare plan.)  


The RAND Experiment, of course, did not stress the supply system in any local market; i.e., it estimated a partial equilibrium outcome. In the following paper Amy Finkelstein estimates that the long-run effects were much larger.  On what is her identification of these effects based?  Note also that the effects she observes are conditional on the Medicare method of cost reimbursement of hospitals; with a different reimbursement system (e.g., prospective payment) the effects would likely have differed.  We will come to the importance of reimbursement systems in classes 16 and 17.

Amy Finkelstein, “The Aggregate Effects of Health Insurance: Evidence from the Introduction of Medicare,” Quarterly Journal of Economics, February 2007, 122(1):1-37.  Would you say the estimated effects (granting the validity of her identification for the sake of argument) reflect induced new technology or greater investment in existing technology?  How relevant are these results to today’s efforts to expand insurance coverage?
CLASSES  5 - 9 - QUALITY OF CARE


Historically, and to some degree even at the present time, the public debate in the US over health policy has focused on cost and access. (Access is a term with several meanings, including financial, geographic, racial, and cultural, but in the American context it probably most often refers to financial access and/or the uninsured.  In other countries, such as the UK, it often refers to shorter waiting times for elective procedures, a meaning that is almost wholly absent in the American context.)  In contrast to cost and access, the American public debate over health policy until recently did not highlight quality as a problem.  But in recent years the view, at least among experts but probably less so among the general public, is that there are important problems with the quality of care in the US and elsewhere.  At the same time, expert opinion is now more nuanced about cost (see the Cutler book above).  Behind the change of expert opinion on quality lies a vast literature that both documents problems and proposes remedies; some of this literature is on the supplementary reading list.  There is also an entire debate over the role of IT and the electronic medical record; its slow rate of adoption has a lot to do with economics.
CLASSES 5 and 6 – INTRODUCTION; VARIATIONS AND APPROPRIATENESS; PUBLIC REPORTING AND PAYING FOR QUALITY (February 8 and 10; holiday on February 15)


These reading for these two classes cover the following: a) the Institute of Medicine definition of quality (from an earlier IOM publication than the “Chasm” report); b) the entities that affect quality (no reading assigned on this topic); c) the various explanations and significance of variation; d) the RAND definition of appropriateness of care; e) the findings of the literature on public reporting of provider quality; and f) the business case for quality or lack of it.  Finally, in the spirit of teaching you something about methods and distinguishing better from poorer research, I will devote some of class 5 to a discussion of the Cooper, Baicker-Chandra, and Skinner et al. debate.  I will ask you in class 5 where you come out on this debate.
Overviews

Institute of Medicine, Crossing the Quality Chasm; Washington: National Academy Press, 2001, Executive Summary.  This report, though now almost a decade old, is still often cited and is a good starting point for this topic and represents a call to action.  Although much of the monograph does not directly deal with the economics of quality, note the text about payment policies around recommendations 10 and 11; additional material on financial incentives and the “business case for quality” (or the lack of it) comes below, as does Chapter 8 of this book. This recommendation is now going forward under the banner of pay for performance.
http://www.nap.edu/catalog.php?record_id=10027
OPTIONAL

Institute of Medicine, To Err Is Human; Washington, DC: National Academy Press, 1999, Executive Summary.  Put the issue of patient safety and error in medicine on the public agenda.  Made the point, which is made even more strongly in the Quality Chasm report, that improving quality is a systems problem.  Questionable extrapolation to the US of studies in New York, Colorado, and Utah of deaths from error (see the Supplementary reading list under Malpractice), but there can be little doubt that deaths from medical error are a large number, and in fact the next reading gives cites to studies that make it appear as if the IOM extrapolations may be low.  The IOM report was the subject of a Presidential news conference when it was released, and it sufficiently impressed the President that he returned to the subject in his general press conference the following day.

The Variations Literature: A Sample

There is a vast literature about variations in use and cost, most of it coming from John (Jack) Wennberg, Elliott Fisher, and others at Dartmouth over the past four decades.  (see the Dartmouth Atlas in the Optional reading and the slide from Class 1, which is from the Atlas).  But there are also strong hints of variation in quality, which come to the fore in the two Fisher, et al. readings below.  Still more recent papers from the Dartmouth group along with several commentaries can be found in a supplement to Health Affairs that is on the supplementary reading list.  The slides focus in part on potential explanations of the variation, as well as the policy significance of the findings.


Recently the interpretation of the variation in Medicare spending, amply documented by the Dartmouth group, has been challenged by Cooper.  As indicated above, you should form an opinion on this discussion.  The debate between Cooper and the Dartmouth group also bears on the issue of workforce (Class 22).

Fisher, Elliott S., Wennberg, David E., Stukel, Therese A., Gottlieb, Daniel J., Lucas, F. L., Pinder, Etoile L., “The Implications of Regional Variations in Medicare Spending. Part 1: The Content, Quality, and Accessibility of Care,” Annals of Internal Medicine, 138(4), February 18, 2003, pp. 273-287. http://search.epnet.com.ezp1.harvard.edu/login.aspx?direct=true&db=aph&an=9116419&loginpage=Login.asp&scope=site 
Fisher, Elliott S., Wennberg, David E., Stukel, Therese A., Gottlieb, Daniel J., Lucas, F L., Pinder, Etoile L., “The Implications of Regional Variations in Medicare Spending. Part 2: Health Outcomes and Satisfaction with Care,” Annals of Internal Medicine, 138(4), February 18, 2003, pp. 288-298.  http://search.epnet.com.ezp1.harvard.edu/login.aspx?direct=true&db=aph&an=9116425&loginpage=Login.asp&scope=site 
These two articles carry the Dartmouth group past their many of their early studies that mainly documented variation in use into showing that the cross-section variation is not buying much.  In particular, they relates variation in Medicare spending across regions on end-of-life care with five-year mortality rates, functional outcomes, and satisfaction for Medicare patients with hip fracture, AMI, or colorectal cancer.  Essentially there is no relationship.   
As indicated above, we will devote some class time to methodological issues in these studies; I will ask you to appraise the studies and say where you come out in this debate.  The first five readings can all be found at http://content.healthaffairs.org.ezp-prod1.hul.harvard.edu/webexclusives/index.dtl?year=2008.  Go to the December 4 date when you get to the web site.

Richard A. Cooper, “States with More Physicians Have Better-Quality Health Care,” Health Affairs, web exclusive, 28(1):w91-102.  Cooper starts out by replicating 
Richard A. Cooper, “States with More Health Care Spending Have Better-Quality Health Care,” Health Affairs, web exclusive, 28(1):w103-115.

Katherine Baicker and Amitabh Chandra, “Cooper’s Analysis is Incorrect,” Health Affairs, web exclusive, 28(1):w117-118.

Jonathan Skinner, Amitabh Chandra, David Goodman, and Elliott S. Fisher, “The Elusive Connection Between Health Care Spending and Quality,” Health Affairs, web exclusive, 28(1):w119-123.

Richard A. Cooper, “More Is More and Less Is Less: The Case of Mississippi,” Health Affairs, web exclusive, 28(1):w124.

Jason M. Sutherland, Elliott S. Fisher, and Jonathan S. Skinner, “Getting Past Denial – The High Cost of Health Care in the United States,” New England Journal of Medicine, September 24, 2009, 361(13):1227-30.  http://content.nejm.org.ezp-prod1.hul.harvard.edu/cgi/reprint/361/13/1227.pdf  Takes up Cooper’s objection that some of the variation across regions is due to factor prices (true, but only some), health status (very little), and poverty (very little).  The latter two factors are mostly balanced out across regions. Documents that most of the variation is in intensity after controlling for race, income, and health factors.
OPTIONAL:

The Dartmouth Atlas of Health Care, 1999.  This presents all sorts of variations in care in great and colorful detail.  You can download it for free at http://www.dartmouthatlas.org/current_atlases.php.

Mark Chassin, Robert H. Brook, Rolla Edward Park, et al., “Variations in the Use of Medical and Surgical Services by the Medicare Population,” New England Journal of Medicine, 314(5), Jan. 30, 1986, pp. 285-290.  Geographic variation in rates of use is not an artifact of small samples, which the initial articles in this literature used.  I will show some results from this study in class.  Available by request.
Charles E. Phelps, “Diffusion of Information in Medical Care,” Journal of Economic Perspectives, 6:3, Summer 1992, 23-42.  Puts the variation debate in an economic framework.  See also his chapter in the Handbook of Health Economics. 

Peter S. Hussey, et al., “How Does the Quality of Care Compare in Five Countries?” Health Affairs, May/June 2004, 23(3), pp. 89-99.  Quality of care is variable across countries and there is relatively little correlation among measures.
Joseph J. Doyle, Jr., Steven M. Ewer, Todd H. Wagner, “Returns to Physician Human Capital: Analyzing Patients Randomized to Physician Teams” Cambridge: NBER Working Paper 14174, July 2008 (http://www.nber.org/papers/w14174.pdf.)  Analyzes an interesting experiment in which 30,000 patients were randomized to physicians at two hospitals, one with a higher reputation than the other.  To quote from the abstract: “Those treated by physicians from the higher-ranked institution have 10-25% shorter and less expensive stays than patients assigned to the lower-ranked institution. Health outcomes are not related to the physician team assignment, and the estimates are precise. Procedure differences across the teams are consistent with the ability of physicians in the lower-ranked institution to substitute time and diagnostic tests for the faster judgments of physicians from the top-ranked institution.”  I put this reading under this heading since it supports variation in methods of treatment differ across physicians, and it is a randomized study.
Quality of Care Measurement/Improvement
I have assigned journal articles in this section to keep down the total amount of reading, but more current information and data on quality are in the annual National Health Quality Report, issued by the Agency for Healthcare Research and Quality.  The report is on the web and the URL is listed in the Optional reading.
Elizabeth A. McGlynn, Steven M. Asch, John Adams, et al., “The Quality of Health Care Delivered to Adults in the United States,” New England Journal of Medicine, 348(26), June 26, 2003, pp. 2635-2645.  http://content.nejm.org.ezp1.harvard.edu/cgi/reprint/348/26/2635.pdf  This well known paper gives a rather dismal overall assessment of the quality of care in the US.  Only 55 percent of patients whose charts were sampled received guideline level care, although if the medical record were incomplete, the results would understate the quality actually being delivered (but failure to document is itself a quality problem).  You may also want to read the editorial on this subject by Earl Steinberg in the same issue.   A more recent paper by the same group (Asch, et al., “Who Is at Greatest Risk for Receiving Poor-Quality Health Care?” New England Journal of Medicine, March 16, 2006, 354(11):1147-1156) that is not required shows that the variation in these percentages across demographic subgroups is low.  See also the Kerr, et al. paper in the Optional reading, showing that the geographic variation in these percentages is also low.

The following two papers are about the weak relationship between process and outcome measures.
Rachel M. Werner and Eric T. Bradlow, “Relationship Between Medicare’s Hospital

Compare Performance Measures and Mortality Rates,” JAMA, December 13, 2006, 296(22):2694-2702.  Showing that hospitals that rank higher on the CMS Hospital Compare process measures have marginally lower risk-adjusted mortality rates for AMI, CHF, and pneumonia. http://jama.ama-assn.org.ezp-prod1.hul.harvard.edu/cgi/reprint/296/22/2694
Ashish Jha, “Measuring Hospital Quality,” JAMA, July 5, 2006, 296(1):95-97.  A short, clear exposition of the relationship - or the lack of it - between process and outcome measures.  To keep the amount of required reading down, I have not assigned the two articles that Jha is primarily discussing, but of course you are welcome to pursue those.

http://jama.ama-assn.org.ezp1.harvard.edu/cgi/reprint/296/1/95

OPTIONAL:

Each year the federal government issues a National Health Quality Report, with data over time on many measures of quality.  The 2007 version can be found at http://www.ahrq.gov/qual/qrdr07.htm, with subsequent updates on the AHRQ website.  Although this is more current than some of the other reading, I have listed it as optional since it tends to focus more on improvement and on states that are statistically significantly above or below average, whereas the required reading tends to focus more on absolute levels.  You might ask yourself why this is. 

David M. Eddy, “Performance Measurement: Problems and Solutions,” Health Affairs, July/August 1998, 17(4), pp. 7-25.  A conceptual overview of the issues of performance or quality measurement.   

Eve A. Kerr, Elizabeth A. McGlynn, John Adams, Joan Keesey, and Steven M. Asch, “Profiling the Quality of Care in Twelve Communities: Results from the CQI Study,” Health Affairs, May/June 2004, 23(3), pp. 247-256.  Follow on piece from their 2003 New England Journal of Medicine paper.  Shows relatively little variation across 12 cities in overall quality measure.

Stephen F. Jencks, Edwin D. Huff, and Timothy Curedon, “Change in the Quality of Care Delivered to Medicare Beneficiaries, 1998-1999 to 2000-2001,” JAMA, 289:305-312, January 15, 2003.  Performance on process measures is improving, but still varies widely from state to state.  Variation across states contrasts with relatively little variation in prior reading. 

Paul D. Cleary and Susan Edgman-Levitan, “Health Care Quality: Incorporating Consumer Perspectives,” JAMA, 278(19), November 19, 1997, pp. 1608-1612.  Consumer assessment of quality shows variation across providers, but appears to tap different measures than provider assessment.

Lucian L. Leape, “Error in Medicine,” JAMA, 272, December 21, 1994, 1851-1857.  Error in medicine is a serious enough problem to have merited a Presidential press conference in 1999 when the well known Institute of Medicine monograph To Err is Human was released (see supplementary reading); this paper is a precursor to that monograph.

(In)Appropriateness and Guidelines
Mark Chassin, et al., “Does Inappropriate Use Explain Geographic Variations in the Use of Health Care Services?  A Study of Three Procedures,” JAMA, 258(18): November 13, 1987, 2533-2537.  http://jama.ama-assn.org.ezp-prod1.hul.harvard.edu/cgi/reprint/258/18/2533.  This is a paper that follows from their 1986 paper that is on the optional list.  A classic study that formulated a definition of appropriateness and was a main contributor to the guidelines movement of the 1990s, now termed evidence-based medicine, that is guidelines were formulated to support appropriate procedures.  How does the RAND group’s definition of appropriateness compare with an economist’s definition?  Notice that the results of this paper conflict with the general view of the Dartmouth group that the low-rate regions have it right.  Chassin is a former MD-MPP, who went on to become the Commissioner of Health in New York State and is now head of JCAHO.
Robert H. Brook, “Assessing the Appropriateness of Care – Its Time Has Come,” JAMA, September 2, 2009, 302(9):997-9.  Advocating the RAND group’s definition of appropriateness as an explicit method for rationing services.  http://jama.ama-assn.org.ezp-prod1.hul.harvard.edu/cgi/reprint/302/9/997
Harlan M. Krumholz and Thomas H. Lee, “Redefining Quality – Implications of Recent Clinical Trials,” New England Journal of Medicine, June 12, 2008, 358(24): 2537-9.  Discusses two well known trials that imply the simple targets of many guidelines such as Hba1c < 7 for Type 2 diabetics – and the associated public reporting, pay-for-performance, and network tiering efforts built around these guidelines – are not sufficient, and that the existing guidelines specifying a target also need to account for how the target was reached.  Right now they do not do so. http://content.nejm.org.ezp-prod1.hul.harvard.edu/cgi/reprint/358/24/2537.pdf

OPTIONAL

Robert H. Brook, “Maintaining Hospital Quality: The Need for International Co-operation,” JAMA, 270(8): August 25, 1993, 985-987.  Though the data are sketchy and have not gotten much better in the ensuing years, the issue of (in)appropriateness appears to be everywhere, not just in the US.  See the supplementary reading list for additional cites on this point.
Scott C. Williams, Stephen P. Schmaltz, David J. Morton, Richard G. Koss, and Jerod M. Loeb, “Quality of Care in U.S. Hospitals as Reflected by Standardized Measures, 2002-2004,” New England Journal of Medicine, 353(3), July 21, 2005, pp. 255-264.  http://content.nejm.org.ezp1.harvard.edu/cgi/reprint/353/3/255.pdf  Quality does seem to be getting better, at least for those dimensions we are measuring, and it is getting better more rapidly at the worst hospitals.  But is this latter finding regression to the mean?  Increased cost of marginal increments as a hospital nears 100 percent compliance?  See also the editorial by Romano.

Ashish K. Jha, Zhonghe Li, E. John Orav, and Arnold M. Epstein, “Care in U.S. Hospitals – The Hospital Quality Alliance Program,” New England Journal of Medicine, 353(3), July 21, 2005, pp. 265-274.  http://content.nejm.org.ezp1.harvard.edu/cgi/reprint/353/3/265.pdf  In the MMA the Congress established a penalty for hospitals that did not report quality measures, with the result that almost all hospitals report the required measures.  This paper concludes from an examination of quality measures for 3 conditions that there is enough variation across indicators and that differences across classes of hospitals (such as teaching non-teaching; for profit, public, nonprofit) are small enough that measures from many clinical conditions will be necessary.

See also the Garber and Skinner paper under Class 1, Optional Reading.
Public Reporting

There are, of course, a number of not mutually exclusive policy instruments that one might use to improve quality.  Giving consumers better information about the quality of care delivered by various providers is one often proposed instrument.  Marshall, et al. is a review of the literature on that subject up to 2000, showing that providers, though not consumers, appear to respond to the provision of information.  Dranove, et al. show that reporting may induce selection, and Hofer, et al. show that we may never have good quality measures at the level of the individual generalist physician (though this is a contested view).  If you want to see an example of an online quality report, go to www.mhqp.org.
Martin N. Marshall, Paul G. Shekelle, Sheila Leatherman, and Robert H. Brook, “The Public Release of Performance Data: What Do We Expect to Gain?  A Review of the Evidence,” JAMA, 283(14), April 12, 2000, pp. 1866-1874, http://jama.ama-assn.org.ezp1.harvard.edu/cgi/reprint/281/22/2098 and the editorial “Public Release of Performance Data” by Arnold M. Epstein in the same issue, pp. 1884-1886.  http://jama.ama-assn.org.ezp1.harvard.edu/cgi/reprint/283/14/1884 
Consumers/patients do not appear to respond to information, although providers do; note especially the results on page 1872 with respect to the exodus of low-volume surgeons in NY.  See also supportive results in the Cutler, et al. reading on the supplementary reading list.
David Dranove, Daniel P. Kessler, Mark McClellan, and Mark Satterthwaite, “Is More Information Better? The Effects of ‘Report Cards’ on Health Care Providers,” Journal of Political Economy, June 2003, 111(3), pp. 555-588.   
http://www.journals.uchicago.edu.ezp-prod1.hul.harvard.edu/doi/pdf/10.1086/374180
This paper, which provides evidence of discrimination against severely ill patients from the NY and PA reporting systems on cardiac surgery, may be a little hard going for some of you, but it shows what to me is convincing evidence that the New York and Pennsylvania reporting schemes induced selection against higher risk patients and possibly raised mortality among AMI patients.  The selection described in this paper is quite a discouraging result for reporting outcome-based measures, let alone paying on them, because risk adjustment for cardiac surgery is probably the most advanced system of risk adjustment that we have, and the results here suggest to me that it is not good enough - or at least the cardiac surgeons do not believe it is good enough.  Of course, the welfare gains from the provider actions in New York described in Marshall, et al. may still have outweighed the welfare losses from any selection.  You may also want to look at the Hannan, et al. paper on the supplementary list, which, using different methods, offers a contrary view to this paper.  We will encounter analogous failures of risk adjustment when we come to HMO payment later in the course.
Timothy P. Hofer, Rodney A. Hayward, Sheldon Greenfield, Edward H. Wagner, Sherrie H. Kaplan, and Willard G. Manning, “The Unreliability of Individual Physician ‘Report Cards’ for Assessing the Costs and Quality of Care of a Chronic Disease,” JAMA, 281(22), June 9, 1999, pp. 2098-2105.  http://jama.ama-assn.org.ezp1.harvard.edu/cgi/content/abstract/281/22/2098  Shows the difficulty of assessing the quality of care at the physician level even for a common disease (diabetes).  Although there is a division of opinion on whether individual providers can be meaningfully profiled, this paper is rather discouraging about that.  See Dimick, et al. in the Optional reading for more on the sample size issue.  There is some material from Dimick, et al. in the slides.)
Thomas H. Lee, “Eulogy for a Quality Measure,” New England Journal of Medicine, September 20, 2007, 357(12): 1175-7. http://content.nejm.org.ezp-prod1.hul.harvard.edu/cgi/reprint/357/12/1175.pdf  A short piece demonstrating (in my view) the upside of measurement, public reporting, and pay for performance.  Administration of beta blockading drugs, a treatment that should have been routine following heart attacks but was far from routine in the early 1990s, was one of the first measures of process quality developed by the National Committee for Quality Assurance (NCQA).  Use is now so close to 100% that the NCQA has stopped measuring it.  
Paying for Quality/Performance


These readings are on the notion of paying more for higher quality care (sometimes called “pay for performance,” “P4P” or “the business case for quality”), a topic that anticipates the last section of the course on administrative pricing in medical care.  See also the reading in Class 18 and the optional Norton 1992 paper in Class 20, which is on this topic in the nursing home context.  The early burst of enthusiasm for this idea, however, has for now faded a bit in the US, as we will come to in class 18.  The UK, however, has put much more money on the table and seen what appear to be once-and-for-all changes; see the Campbell, et al. paper.   These papers could go either here or in classes 18 and 19 on reimbursement.  I have put them here because they bear directly on quality (or value) in the medical care delivery system.
Elliott S. Fisher, “Paying for Performance – Risks and Recommendations,” New England Journal of Medicine, November 2, 2006, 355(18), pp. 1845-1847.  A brief summary of the 2006 IOM Report on Pay for Performance.  I have put the full report in the Optional reading.
http://content.nejm.org.ezp1.harvard.edu/cgi/reprint/355/18/1845.pdf

Meredith B. Rosenthal and R. Adams Dudley, “Pay-for-Performance: Will the Latest Payment Trend Improve Care? JAMA, February 21, 2007, 297(7):740-4.  The Table gives a concise summary of key dimensions of a P4P plan and points to literature on evidence.

Meredith B. Rosenthal, Richard G. Frank, Zhonghe Li, and Arnold M. Epstein, “Early Experience with Pay-for-Performance: From Concept to Practice,” JAMA, 294(14), October 12, 2005, pp. 1788-1793.  Evaluates a program that rewarded physicians who met targets on cervical cancer screening, mammography, and hemoglobin A1c testing.  Finds little effect on quality; the rewards go to those who are already doing well. This paper has been very influential in dampening some of the early enthusiasm for P4P.
http://jama.ama-assn.org.ezp1.harvard.edu/cgi/reprint/294/14/1788
OPTIONAL:

Public Reporting:

Rachel M. Werner, R. Tamara Konetzka, Elizabeth A. Stuart, Edward C. Norton, Daniel Polsky, and Jeongyoung Park, “Impact of Public Reporting on Quality of Postacute Care,” Health Services Research, August 2009, 44(4):1169-87.
Rodney A. Hayward, “Performance Measurement in Search of a Path,” New England Journal of Medicine, 356(9), March 1, 2007, pp. 951-953.  Editorial commenting on an(other) article in which improvement in process measures did not translate into outcome improvement.  Follows on the Jha, et al. paper on the required list.
Robert Steinbrook, “Public Report Cards – Cardiac Surgery and Beyond,” New England Journal of Medicine, November 2, 2006, 355(18), pp. 18471849.  A short summary of the state of affairs as of late 2006.
Gautam Gowrisankaran, “Competition, Information Provision, and Hospital Quality,” in Incentives and Choice in Health Care, eds. Frank A. Sloan and Hirschel Kasper; Cambridge: MIT Press, 2008.  
Eric C. Schneider and Arnold M. Epstein, “Influence of Cardiac-Surgery Performance Reports on Referral Practices and Access to Care - A Survey of Cardiovascular Specialists,” New England Journal of Medicine, 335(4), July 25, 1996, pp. 251-256.  Provision of information appeared to have little effect.

Eric C. Schneider and Arnold M. Epstein, “Use of Public Performance Reports: A Study of Patients Undergoing Cardiac Surgery,” JAMA, 279, May 27, 1998, pp. 1638-1642.  Showing minimal patient use of public reports on cardiac surgery mortality.

Mark R. Chassin, Edward L. Hannan, and Barbara A. DeBuono, “Benefits and Hazards of Reporting Medical Information Publicly” New England Journal of Medicine, February 8, 1996, 334:394-398.  Raw mortality from CABG fell and risk adjusted mortality fell even more after publicizing hospital and surgeon-specific mortality rates in New York State.

Jesse Green and Neil Wintfeld, “Report Cards on Cardiac Surgeons: Assessing New York State’s Approach,” New England Journal of Medicine, 332, May 4, 1995, 1229-1232.  The risk adjustment effect on mortality may have been largely coding.

Justin B. Dimick, H. Gilbert Welch, and John D. Birkmeyer, “Surgical Mortality as an Indicator of Hospital Quality: The Problem with Small Sample Size,” JAMA, August 18, 2004, 292(7): 847-851.  Showing that even at the hospital level obtaining adequate sample sizes to detect differences in surgical mortality across individual hospitals is a problem.  
Paying on Quality/Performance:


Institute of Medicine, Rewarding Provider Performance: Aligning Incentives in Medicare, Washington: National Academies Press, 2007.  See especially chapter 4 on structuring the any P4P scheme, as well as ch. 5, pp. 118-130 on the accountable unit, IT, and statistical issues.  Also Appendix B has an annotated bibliography as of 2006.

Peter K. Lindenauer, Denise Remus, Sheila Roman, Michael Rothberg, Evan M. Benjamin, Allen Ma, and Dale W. Bratzler, “Public Reporting and Pay for Performance in Hospital Quality Improvement,” New England Journal of Medicine, 356(5), Februrary 1, 2007, pp. 486-496.  Gains in quality at a set of hospitals with pay for performance and public reporting relative to a set with only public reporting.  P4P was a 1 or 2 percent bonus for hospitals in the top two deciles of hospitals that applied; note that the group of applicants was not randomly selected.  Underperforming hospitals, however, were subject to penalties in the third year. 
Stephen Campbell, David Reeves, Evangelos Kontopantelis, Bonnie Sibbald, and Martin Roland, “Effects of Pay for Performance on the Quality of Primary Care in England,” New England Journal of Medicine, July 23, 2007, 361(4):368-78.  The UK has put much more weight (money) on P4P than the US; this study shows modest gains in two of three quality indicators used to compensate British GPs at considerable cost to Her Majesty’s Treasury (with the third indicator trending in the right direction), but the improvement appeared to be a one-off event.

Meredith B. Rosenthal, Bruce E. Landon, Sharon-Lise T. Normand, Richard G. Frank, and Arnold M. Epstein, “Pay for Performance in Commercial HMOs,” New England Journal of Medicine, November 2, 2006, 355(18), pp. 1895-1902.  Descriptive article about current use, which is reasonably widespread, more so with groups and gatekeeper type arrangements where the accountability issue is less.
Institute of Medicine, Rewarding Provider Performance: Aligning Incentives in Medicare, Washington: National Academy Press, 2006.  This does have a short executive summary, but is summarized in the Fisher reading.
Tim Doran, Catherine Fullwood, Hugh Gravelle, David Reeves, Evangelos Kontopantelis, Urara Hiroeh, and Martin Roland, “Pay-for-Performance in Family Practices in the United Kingdom,” New England Journal of Medicine, July 27, 2006, 355(4): 375-384.  Shows substantial gains in quality among family practitioners in the UK when a lot of money is at stake and even greater gains among physicians who made greater use of an ability to exclude specific patients from the measures.

J. William Thomas and Kathleen Ward, “Economic Profiling of Physician Specialists: Use of Outlier Treatment and Episode Attribution Rules,” Inquiry, Fall 2006, 43(3):271-282.  There is currently a lot of pressure from payers to drive accountability to the level of the individual physician.  This article uses a simulation to derive best rules for treating outliers and attributing services to an individual physician.  Best methods differ by specialty, and the authors say they were unsuccessful in identifying cost-inefficient physicians.
Sheila Leatherman, Donald M. Berwick, Debra Iles, et al., “Making the Business Case for Quality,” Health Affairs, 22(2), March/April, 2003, pp. 17-30.  Some case studies of what happened, or perhaps more accurately did not happen, when various delivery organizations tried to improve quality through payment reforms. http://search.epnet.com.ezp1.harvard.edu/login.aspx?direct=true&db=aph&an=9332346&loginpage=Login.asp&scope=site
Institute of Medicine, Crossing the Quality Chasm; Washington: National Academy Press, 2001, ch. 8.  The “Chasm” Report, as it has come to be known, makes the seemingly straightforward observation that current payment systems do not in general pay more for higher quality care with the clear implication that quality might be better if they did.   Should, for example, hospitals that deliver beta blockers to a higher percentage of post MI patients receive a higher payment?


Additionally, paying on quality measures is analytically similar to paying on performance measurement in elementary and secondary education, a domain where there is considerably more literature than in health care services.  I list both a theoretical and empirical paper from this literature in the supplementary reading if any of you want to pursue this further.

Health Information Technology (Health IT)


One of the hopes for increased quality in health care is greater use of IT.  For those of you interested in this subject, look at these readings and follow cites if you are interested in more.

David Blumenthal, “Stimulating the Adoption of Health Information Technology,” New England Journal of Medicine, April 9, 2009, 360(15):1477-9.  A summary of the Stimulus Act of 2009’s (aka ARRA) provisions to spur the adoption of Health IT.  The author, a former MD-MPP from HKS, became the National Coordinator for Health Information Technology.
Ashish K. Jha, Catherine M. DesRoches, Eric G. Campbell, Karen Donelan, Sowmya R. Rao, Timothy G. Ferris, Alexandra Shields, and David Blumenthal, “Use of Electronic Records in U.S. Hospitals,” New England Journal of Medicine, April 16, 2009, 360(16):1628-38.  Title might have been “Non-Use of Electronic Records in U.S. Hospitals.”
Congressional  Budget Office, “Evidence on the Costs and Benefits of Health Information Technology,” May 2008 (http://www.cbo.gov/ftpdocs/91xx/doc9168/05-20-HealthIT.pdf).  A negative report on the amount of cost savings available from widespread health IT, at least in the short run.  Critiques two widely cited estimates of large savings.  

Catherine M. DesRoches, Eric G. Campbell, Sowmya R. Rao, Karen Donelan, Timothy G. Ferris, Ashish Jha, Rainu Kaushal, Douglas E. Levy, Sara Rosenbaum, Alexandra E. Shields, and David Blumenthal, “Electronic Health Records in Ambulatory Care

— A National Survey of Physicians,” New England Journal of Medicine, July 3, 2008, 359(1):50-60.  As of late 2007 and early 2008, 4 percent of US physicians have a fully functioning EMR (electronic medical record) and 13 percent have a basic system.
David W. Bates, Lucian L. Leape, et al., “Effect of Computerized Physician Order Entry and a Team Intervention on Prevention of Serious Medication Errors,” JAMA, 280(15), October 21, 1998, pp. 1311-1316.   Shows computerized physician order entry (CPOE) reduced error.  This paper and a few others with similar results influenced the Leapfrog group to rate hospitals in part on whether CPOE is in place (http://www.leapfroggroup.org/).  Note, however, that the potential effects of information systems and electronic data on quality go well beyond CPOE.

Antitrust and Guideline Development
John D. Kraemer and Lawrence O. Gostin, “Science, Politics, and Values,” JAMA, Feburary 11, 2009, 301(6):665-7.  An editorial excoriating the Connecticut Attorney General, Richard Blumenthal, for bringing an antitrust case against the Infectious Diseases Society of America for its guidelines in treating Lyme Disease.  An example of tension between the law and professionalism.
A Speculative and Somewhat Pessimistic Overview of Some Fundamental Causes of Poor Quality:

Joseph P. Newhouse, “Why the Quality Chasm?” Health Affairs, 21(4), July/August 2002, 13-25.  Some fundamental hurdles to good performance in medical care, though admittedly there is no ready measure by which to compare quality in medicine with quality in other industries.


CLASS 7 – COMPARATIVE EFFECTIVENESS RESEARCH (February 17)

In the late 1980s and early 1990s “outcomes research” was touted in some places as a silver bullet to improve quality and/or lower cost.  Outcomes research has now transformed into comparative effectiveness research which in principle is to lead to greater use of evidence-based medicine.  The McClellan, et al. paper illustrates some methodological issues of comparative effectiveness or outcomes research and why progress has been limited – and likely will continue to be slow.  It also illustrates some general issues in using observational data to make causal inferences and thus relates back to the earlier class on methods used to study demand for medical care.  The slides for this class go over the McClellan, et al. article, focusing on the methodology, as well as the problems in the alternative to the use of observational data, the randomized controlled trial.  

Mark McClellan, Barbara J. McNeil, and Joseph P. Newhouse, “Does More Intensive Treatment of Acute Myocardial Infarction Reduce Mortality?” JAMA, 272(11), September 21, 1994, 859-866.
Randall S. Stafford, Todd H. Wagner, and Philip W. Lavori, “New But Not Improved? Incorporating Comparative-Effectiveness Information into FDA Labeling,” New England Journal of Medicine, September 24, 2009, 361(13):1230-3.  Discusses active comparator versus placebo controlled trials; see slides.
OPTIONAL:

David Cutler, “The Lifetime Costs and Benefits of Medical Technology,” Journal of Health Economics​, November 2007, updates the McClellan, et al. paper using 17 years of followup.  After 17 years revascularization and/or its associated treatments with circa 1987 technology look like a good deal.  http://www.sciencedirect.com.ezp1.harvard.edu/science?_ob=ArticleURL&_udi=B6V8K-4PW0540-1&_user=209690&_rdoc=1&_fmt=&_orig=search&_sort=d&view=c&_acct=C000014438&_version=1&_urlVersion=0&_userid=209690&md5=54396898b5953c09f460b2102ceb92d7

Gail R. Wilensky, “Developing a Center for Comparative Effectiveness Information,” Health Affairs, web exclusive, pp. w572-w585, November 7, 2006.  http://content.healthaffairs.org/cgi/reprint/hlthaff.25.w572v1.  Discusses issues around process such as the proper location and governance of a center to evaluate comparative effectiveness.  Read if you are interested in government organization; the paper does not deal with the economics.  The 2009 stimulus package (ARRA) divided $1.1 billion among NIH, AHRQ, and the Office of the Secretary for comparative effectiveness research; over the longer term I think the organization issue is still open.
David M. Kent and Rodney A. Hayward, “Limitations of Applying Summary Results of Clinical Trials to Individual Patients: The Need for Risk Stratification,” JAMA, September 12, 2007, 298(10):1209-12. Emphasizes that an average treatment effect may not be useful to the clinician.

CLASSES 8-9 – THE LAW AND HEALTH CARE QUALITY, ESPECIALLY PROFESSIONAL LIABILITY/MALPRACTICE (even the terminology here is loaded!) (February 22 and February 24; Testimony 1 due before the February 24 class)


The American plaintiff’s bar believes they are an agent for quality improvement.  Much of the public seems to agree, although virtually all physicians feel otherwise.  Whichever view one takes, I believe it is important to understand the role the courts play in health care, a role that I think is underappreciated in the health services literature.  One important avenue of influence is through tort law, which is also relevant in Canada and the UK, among other places.
Most of the reading and the class session is around professional liability or malpractice, but recently the issue of product liability of drug and device makers has arisen; specifically whether FDA approval should exempt them from tort liability.  In two cases the Supreme Court determined that it should for devices but not for drugs (the decisions differed because of different wording of the underlying statutes).  There are now efforts in the Congress to make device manufacturers also liable.  I included one short reading on this subject. 

Michelle M. Mello, David M. Studdert, and Troyen A. Brennan, “The New Medical Malpractice Crisis,” New England Journal of Medicine, 348:23, June 5, 2003, pp. 2281-2284.  Background on the history and interests of the relevant parties.  http://content.nejm.org.ezp1.harvard.edu/cgi/reprint/348/23/2281.pdf 
David M. Studdert, Michele M. Mello, and Troyen A. Brennan, “Medical Malpractice,” New England Journal of Medicine, 350:3, January 15, 2004, 283-292.  A survey of the malpractice literature and proposed reforms. http://content.nejm.org.ezp1.harvard.edu/cgi/reprint/350/3/283.pdf 
David M. Studdert, Michele M. Mello, Atul Gawande, Tejal K. Ghandi, Allen Kachalia, Catherine Yoon, Ann Louise Puopolo, and Troyen A. Brennan, “Claims, Errors, and Compensation Payments in Medical Malpractice Litigation,” New England Journal of Medicine, 354:19, May 11, 2006, pp. 2024-2033.  The legal system does a reasonable job of distinguishing negligent and non-negligent cases, once cases are filed, and filing is a reasonable way for a plaintiff’s attorney to proceed to determine if there is negligence or not.

http://content.nejm.org.ezp1.harvard.edu/cgi/reprint/354/19/2024.pdf
Gregory D. Curfman, Stephen Morrisey, and Jeffrey Drazen, “Why Doctors Should Worry About Preemption,” New England Journal of Medicine, July 3, 2008, 359(1):1-3.   http://content.nejm.org.ezp-prod1.hul.harvard.edu/cgi/reprint/359/1/1.pdf  Takes up the issue of whether FDA approval of a drug or device should exempt the manufacturer from tort liability if safety problems arise downstream.  
Timothy Stoltzfus Jost and Ezekiel J. Emanuel, “Legal Reforms Necessary to Promote Delivery System Innovation,” JAMA, June 4, 2008, 299(21):2561-3.  A summary of various state and federal statutes and regualtions applying to health care delivery that bear on (and inhibit) quality improvement.  Also touches on reimbursement issues such as Medicare silo payment policy that we will come to later in the course.  

OPTIONAL:

The first two readings below are books that go into malpractice in much greater depth than the two required journal articles above.  I used to require students in the course to read one of the two books, but the length of the reading list together with the availability of the Studdert, et al., survey has led me to make them Optional.  For those of you writing testimony on malpractice/professional liability, however, it would be a good idea to read one of these books, as well as some of the articles that follow.

Paul C. Weiler, Medical Malpractice on Trial, Harvard, 1991.  A non-technical book that covers the subject.   

Patricia Danzon, Medical Malpractice; Harvard University Press, 1985, Chapters 1-4, 7, 8, 12, 13.  Those who want a more formal economic approach will prefer this to Weiler, but be warned, the writing style is considerably harder going.  A more distilled version is Danzon’s chapter in the Handbook of Health Economics.  In class I will make some use of Danzon’s exposition.
A. Russell Localio, et al., “Relation Between Malpractice Claims and Adverse Events Due to Negligence,” New England Journal of Medicine, 325:4, July 25, 1991, 245-251.  The tort system is noisy, though the later evidence from Studdert, et al. in the required reading is that it is less noisy; Localio, et al., is based on a much smaller study that Studdert, et al..  
Troyen A. Brennan, Carol M. Sox, and Helen R. Burstin, “Relation between Negligent Adverse Events and the Outcomes of Medical-Malpractice Litigation,” New England Journal of Medicine, 335, December 26, 1996, 1963-7.  Outcome at tort appears in practice to depend upon disability.

Daniel Kessler and Mark McClellan, “Do Doctors Practice Defensive Medicine?”   Quarterly Journal of Economics, 112, 1997, pp. 353-390.  Changes in liability law appear to affect the cost of treating AMI without measurable effects on outcomes. Defensive medicine is notoriously hard to pin down.  This paper offers some evidence of it, but in a limited area.

Daniel Kessler and Mark B. McClellan, “How Liability Law Affects Medical Productivity,” Journal of Health Economics, 21(6), November 2002, pp. 931-955.  Still stronger evidence of defensive medicine.

Katherine Baicker, Elliott S. Fisher, and Amitabh Chandra, “Malpractice Liability Costs and the Practice of Medicine in the Medicare Program,” Health Affairs, May/June 2007, 26(3):841-52.  Another paper on defensive medicine, using a fixed-effects model with states as the unit of observation to explain growth in Medicare spending as a function of growth in malpractice premiums.  They estimate an elasticity of total Medicare spending with respect to malpractice premiums of 0.1.  On the basis of their estimate, they conclude that the 60% growth in premiums between 2000 and 2003 might have caused total health care spending to rise 6%.  This three year period, however, was a period of very rapid growth in premiums; from 1993-2001 real premiums only rose about 1% per year.  They also find imaging and evaluation and management services are the most responsive to variation in premiums.  Although they don’t note it, the results on imaging and to a lesser degree on evaluation and management are helpful because they strengthen a defensive medicine interpretation.  Because areas with higher rates of procedures will have more patient injuries and likely more claims, causality could go from procedures to premiums, but this will not be the case for imaging and mostly not for evaluation and management (with the exception of claims for failure to diagnose).
Janet Currie and W. Bentley MacLeod, “First Do No Harm? Tort Reform and Birth Outcomes,” Quarterly Journal of Economics, May 2008, 123(2):795-830.  Shows deterrence appears to work for obstetrics.  Reform of the joint and several liability rule to say that a defendant must be responsible for some minimum share of the harm to be liable (this is modeled as an increased share of the liability the obstetrician faces) leads obstetricians to perform fewer C-sections, fewer inductions, and result in fewer complication , whereas damage caps cause the opposite.
The Profession versus the Market

Thomas H. Lee and Troyen A. Brennan, “Direct-to-Consumer Marketing of High-Technology Screening Tests,” New England Journal of Medicine, 346(7), February 14, 2002, 529-531.   http://content.nejm.org.ezp1.harvard.edu/cgi/reprint/346/7/529.pdf   
I have put this article, which raises issues around quality of care, on the reading list for you to think about, although it is something of a departure from other readings.  Lee and Brennan argue generally that medical care should not be like any other consumer good and specifically that consumers should not be allowed to spend their own money on the tests they discuss.  Setting aside issues of enforceability, the case that the consumer should not be allowed to make a mistake is clearly strengthened by the argument that in the specific cases they take up there is really no advantage to the consumer (and several disadvantages) to buying the good they consider.  The argument goes on, however, that the profession of medicine is different than other suppliers of goods and services and that it “should act in a unified fashion when faced with critical choices,” meaning consumer sovereignty can be trumped by professionalism.  How would this argument be applied (or should it apply?) if there were some small, but real benefit to these tests?  Also, does “acting in a unified fashion” mean medicine should be exempt from antitrust laws?  Even if it should be exempt, is it at all realistic to think that 500,000 American physicians would act in a unified fashion on decisions to administer a non-invasive test where the likelihood of a malpractice claim is much lower than the likelihood of a false positive?  More generally, how does a profession with its own norms and ethics fit into a market system?

OPTIONAL:


Donald M. Berwick, “The Epitaph of Profession,” British Journal of General Practice, e 
publication.  This short essay, which is something of a counterpoint to Lee and Brennan 
by an MD-MPP from HKS, is strongly recommended for mid-career MDs.  Berwick is 
an international leader in quality improvement efforts and is one of four Americans to 
have been knighted by the Queen (for his efforts with the National Health Service).  
Should be available through Harvard by the time of the course.
Troyen A. Brennan, “Luxury Primary Care – Market Innovation or Threat to Access?” New England Journal of Medicine, April 11, 2002, 346(15), 1165-1168.  Another paper taking up the tension between professional ethics and the market.  Read this if you are interested in the issues raised by the Lee and Brennan paper.

CLASSES 10, 13, 14, 15  – INSURANCE MARKETS AND THEIR SPECIAL PROPERTIES; MANAGED CARE

Refer back to the Cutler-Zeckhauser chapter in the Handbook of Health Economics at this point.


CLASS 10 - THE ECONOMICS OF THE INSURANCE MARKET (March 1)


In class I will go over the first paper in lecture mode because it is an important paper and for many of you it will be hard going.  Cutler and Reber show how actions by an employer can induce selection, and Frank and McGuire show how selection can justify mandated benefits (though it cannot justify all mandates!).  Zick, et al. is in my view a nice example of selection behavior, albeit on a small scale. Finally, I will put an excerpt on the class website from TheHill.com in March 2007 that illustrates selection behavior well.  In 2006 Humana offered an enhanced Medicare drug plan that covered brand name drugs in the donut hole.  No other company offered such a plan (though several offered plans that covered generic drugs).  Humana was selected against and suffered substantial losses, and their stock price fell about 25% from January to May (it then rose for the rest of the year). In 2007 Humana withdrew the plan from the market.  Inexplicably (to me), given Humana’s experience, Sierra Health Plan decided it would offer such a plan in 2007.  Their experience repeated that of Humana.  The excerpt on the web describes a complaint that Sierra filed with CMS in March of 2007, essentially alleging that Humana was dumping high cost enrollees on them.  

There is a substantial literature on selection.  Rothschild and Stiglitz assume the only thing that matters is risk type, but other characteristics may matter as well.  For example, risk aversion could be stronger among better risks, offsetting some adverse selection.  For examples of selection in health care and other insurance markets, both adverse and favorable, see the optional reading for this class as well as Class 19.  
Michael Rothschild and Joseph Stiglitz, “Equilibrium in Competitive Insurance Markets: An Essay on the Economics of Imperfect Information,” Quarterly Journal of Economics, November 1976, 90(4): 629-650. http://links.jstor.org.ezp1.harvard.edu/sici?sici=0033-5533%28197611%2990%3A4%3C629%3AEICIMA%3E2.0.CO%3B2-N  

A classic paper on asymmetric information and the insurance market, and one of the papers for which Stiglitz won the Nobel Prize.  Try to understand it on your own, but don’t bog down if you are having trouble.  
David M. Cutler and Sarah J. Reber, “Paying for Health Insurance: The Tradeoff Between Competition and Adverse Selection,” Quarterly Journal of Economics, 113(2), May 1998, pp. 433-466.   http://links.jstor.org.ezp1.harvard.edu/sici?sici=0033-5533%28199805%29113%3A2%3C433%3APFHITT%3E2.0.CO%3B2-N 
Theory and empirical evidence on a death spiral with imperfect risk adjustment.

Richard G. Frank and Thomas G. McGuire, “Mandating Employer Coverage of Mental Health Care,” Health Affairs, 9, Spring 1990, pp. 31-42.  An application of the Rothschild-Stiglitz framework. http://content.healthaffairs.org/cgi/reprint/9/1/31 
Cathleen D. Zick, Charles J. Mathews, J. Scott Roberts, Robert Cook-Deegan, Robert J. Pokorski, and Robert C. Green, “Genetic Testing For Alzheimer’s Disease And Its Impact On Insurance Purchasing Behavior,” Health Affairs, March/April 2005, 24(2):483-90.  A nice empirical example of selection.

John Beshears, James J. Choi, David Laibson, Brigitte C. Madrian, “How Are Preferences Revealed?” Cambridge, NBER Working Paper 13976, April 2008 http://www.nber.org/papers/w13976.pdf.  A short non-technical summary of the behavioral economics literature on when people seem to make “bad” choices. The characteristics of products where this occurs seem to fit both medical care and health insurance.  You might think about how this relates back to the discussion in class 2 of the applicability of standard welfare economics to medical care and the usual treatment of moral hazard.
OPTIONAL:

David Cutler and Richard Zeckhauser, “Adverse Selection in Health Insurance,” in Frontiers in Health Policy Research, ed., Alan Garber; Cambridge: MIT Press, 1998, pp. 1-31.  (Also available as Working Paper 6107 from the NBER.)  Gives examples of adverse selection and describes the welfare losses from it.

Mark Pauly and Yuhui Zeng, “Adverse Selection and Challenges to Stand-Alone Prescription Drug Insurance,” August 2003, NBER Working Paper 9919 (http://www.nber.org/papers/w9919.pdf).  Shows that drug spending is more persistent than other medical spending.  In a simulation if drug spending is offered by itself, this persistence results in a death spiral, but this is not the case if it is offered as part of insurance for all medical services.  I will return to this paper in Class 20.
Richard Frank, Jacob Glazer, and Thomas McGuire, “Measuring Adverse Selection in Managed Health Care,” Journal of Health Economics, November 2000, 19(6): 829-854.  A classic paper showing profits (and losses) to be made by differential coverage of selected services by plans that take full risk.

Liran Einav, Amy Finkelstein, and Paul Schrimpf, “The Welfare Cost of Asymmetric Information: Evidence from the U.K. Annuity Market,” NBER Working Paper 13228, July 2007 (http://www.nber.org/papers/w13228.pdf.)  Estimates cost of asymmetric information in this market at about 2% of premiums (but about 25% of the relevant cost, which is the money at stake from varying the guarantee period), and notes that mandates to deal with the selection could either improve or decrease welfare.

Hanming Fang, Michael P. Keane, and Dan Silverman, “Sources of Advantageous Selection: Evidence from the Medigap Insurance Market,” Journal of Political Economy, April 2008, 115(2):303-350.  Shows selection in this market conditioning on health status.  Heterogeneous risk preferences, however, do not appear to play a large role.
TESTIMONY 1 (“CLASSES” 11 and 12; March 3 and 8)

CLASS 13 – HEALTH REFORM AND INSURANCE MARKET(S) (March 10)

As this syllabus is finalized, health reform is being debated in the Senate.  Some legislation seems likely, but the details will only be known later.  Health reform has many facets to it, but two key parts of the debate are an individual mandate (with income-related subsidies) and so-called insurance market reforms, in particular prohibition of pre-existing condition clauses (insurers must cover all medical conditions from the effective date of coverage), guaranteed issue (insurers must cover all comers), and guaranteed renewal (anyone paying the premium can renew).  These proposals are primarily applicable in the individual and small group market.  The slides go into more detail on insurance markets.  Selection is most acute in individual and small group market (large employers tend to get a reasonably representative distribution of risks), and the insurance market reforms would mostly be binding there.  Speaker Pelosi labeled insurers “immoral villains” in August.  Do you agree with her?  Why or why not?

The Uninsured


Serious proposals to move toward near-universal coverage in the US have been present since at least the 1930s (and one can make a case for even earlier).  Relative to the size of the literature on this topic, which is enormous, and its importance, one class session is exceedingly little time.  As a result, there will be plenty of scope for those of you who wish to delve into this topic further in your testimony, including the 2006 Massachusetts legislation or any recent federal legislation assuming there is new legislation.  For those of who want to pursue the topic of the uninsured more generally, reviews of the literature are in the McLaughlin book, a summary of which is on the Optional list, and the Institute of Medicine monograph series, which is on the supplemental reading list.  The IOM series is more comprehensive than the McLaughlin book, although neither focuses on the analysis of the policy options for altering the situation.  An excellent source of material on the uninsured is the following website: http://eriu.sph.umich.edu/.  In addition, the Commonwealth Fund www.cmwf.org, Kaiser Family Foundation www.kff.org, and Alliance for Health Reform websites   http://www.allhealth.org/publications/Uninsured/toolkit_uninsured.asp#keyfacts) all have material.

Congressional Budget Office, “Key Issues in Analyzing Major Health Insurance Proposals,” Washington: CBO, December 2008, chs. 1-3.  Lays out many of the issues around expanding health insurance coverage.

Thomas H. Lee and Ezekiel Emanuel, “Tier 4 Drugs and the Fraying of the Social Compact,” New England Journal of Medicine, July 24, 2008, 359(4), pp. 333-5.  http://content.nejm.org.ezp-prod1.hul.harvard.edu/cgi/reprint/359/4/333.pdf We will come to tiered drugs in class 20 (though they explain what they mean), but as they say the general thrust leads to a somewhat dark view of the possibilities for reducing disparities in the US.
           The 2006 Massachusetts legislation is a concrete step toward expanded coverage and has been a model for the current federal efforts; the first paper is a status report as of May 2009.  If you want more, read the Commentary on the Long-Masi paper by Jon Kingsdale suggesting that coverage expansion come before cost containment.  Do you agree?  What would you have said about the federal efforts.
Sharon K. Long and Paul B. Masi, “Access And Affordability: An Update On Health Reform In Massachusetts, Fall 2008,” Health Affairs, web exclusive, May 28, 2009.  
Massachusetts exempted about 1% of the population from the mandate on the grounds that it was not affordable for them.  How should one think about affordability and exemptions?  That was certainly an issue in the federal debate and is the subject of the next reading; Glied is now the Assistant Secretary for Planning and Evaluation in DHHS.

Sherry A. Glied, “Mandates and the Affordability of Health Care,” Inquiry, Summer 2009, 46(2):203-14.  Glied takes up the issue of what is affordable and how large subsidies need to be.  Included in this issue is the issue of exemptions from a mandate (about 1% of the Massachusetts population is exempt on the grounds of affordability).  The US also subsidizes food (e.g, food stamps) and housing (e.g., vouchers).  Like health care, there are also safety net providers for food (soup kitchens) and housing (homeless shelters).  How does health differ?  What problems does that create?  Glied is the designated Assistant Secretary for Planning and Evaluation in DHHS; by the time the course begins she is likely to have been confirmed by the Senate.
            OPTIONAL

David Blumenthal and James Morone, The Heart of Power: Health and Politics in the Oval Office, Berkeley: University of California Press, 2009.  For any of you who would like to read the history of past health reform efforts.  The book, which is highly readable, devotes a chapter to health care in each presidency from Franklin Roosevelt to George W. Bush.  Not all the chapters are about universal insurance; for example, the George W. Bush chapter is about the Medicare Modernization Act, which enacted the Part D drug benefit.  Blumenthal, an MD and an MPP from the Kennedy School, is now the National Co-ordinator for Health Care Information Technology.

          The Individual and Small Group Market
This is the part of the insurance market that functions least well, as was mentioned in class 10.  As a result, the (as of December proposed) 2009 legislation contains numerous reforms to this market, including an exchange that is for now limited to the individual and small grop market.  The following reading describes some potential consequences of these various reforms.

Katherine Baicker and William H. Dow, “Risk Selection and Risk Adjustment: Improving Insurance in the Individual and Small Group Markets,” Inquiry, Summer 2009, 46:215-28.

OPTIONAL:

Catherine G. McLaughlin, Sarah E. Crow, Mary Harrington, and Hanns Kuttner, “Introduction,” in Health Policy and the Uninsured, ed. Catherine G. McLaughlin; Washington: Urban Institute Press, 2004.  The introductory chapter summarizes the book, the outgrowth of a large, multiyear project on the uninsured supported by the Robert Wood Johnson Foundation, which I have put on the supplementary list.  Note the tension they describe between academics and policymakers in their conclusion. Chapter 4 by Helen Levy and David Meltzer, “What Do We Really Know About Whether Health Insurance Affects Health?” is also widely cited.  Available for purchase on the web at http://www.urban.org/pubs/uninsured/introduction.html.

J. Michael McWilliams, Ellen Meara, Alan M. Zaslavsky, and John Z. Ayanian, “Use of Health Services by Previously Uninsured Medicare Beneficiaries,” New England Journal of Medicine, July 12, 2007, 357(2):143-53.  A followup to their study on the class 4 reading list.  This study shows that those with hypertension, stroke, diabetes, and heart disease who were uninsured before age 65 had a larger increase in physician and hospital use after age 65 than those who were insured, suggesting there may be downstream cost offsets (and potentially improved outcomes) from covering persons before age 65.
Len Nichols and Mark Pauly, “Top Ten Myths About the Uninsured.”  This list was unveiled at a press conference for the publication of the McLaughlin book.  You can view the authors discussing the ten myths at: http://www.urban.org/Template.cfm?Section=Home&NavMenuID=74&Template=/TaggedContent/ViewPublication.cfm&PublicationID=8727.  A brief exposition is at http://www.insurancejournal.com/magazines/west/2004/04/19/features/41828.htm.

Jonathan Gruber and Kosali Simon, “Crowd-out 10 Years Later: Have Recent Public Insurance Expansions Crowded Out Private Health Insurance?” Journal of Health Economics, March 2008, 27(2):201-17.
Linda T. Bilheimer and David C. Colby, “Expanding Coverage: Reflections on Recent Efforts,” Health Affairs, 20(1), January/February 2001, 83-95.  A description of initiatives to decrease the number of uninsured over the 1980s and 1990s.  Makes point that take up rates in both public and private insurance are a part of the problem, but mostly general background on this topic.  http://content.healthaffairs.org/cgi/reprint/20/1/83
If you are interested in the number of uninsured, there is voluminous information on a University of Michigan website, http://www.umich.edu/~eriu/fastfacts/

Counting the number of uninsured, however, has a number of methodological pitfalls.  A good source is Congressional Budget Office, “How Many People Lack Health Insurance and for How Long?” May 2003, http://www.cbo.gov/showdoc.cfm?index=4210&sequence=0.  The usual number is probably close to a point in time figure, the number uninsured for an entire year is roughly half to three-quarters of that, and the number uninsured at some time during a year is approximately half again as much.

The Tax Treatment of Employer Paid Premiums


The tax treatment of premiums is a long-standing policy issue around the insurance market, one that has surfaced in a major way in 2009.  The exclusion of employer-paid premiums from taxable income, arguably the major spur to the development of the employment-based insurance system in the US, is one of the largest “tax expenditures” in the US tax code.
OPTIONAL:

Congressional Budget Office, “The Tax Treatment of Employment-Based Health Insurance,” March 1994.  Changing the tax treatment of health insurance, at least at the margin, is a favorite recommendation of many economists but not many non-economists.  
John F. Cogan, R. Glenn Hubbard, and Daniel P. Kessler, “Evaluating Effects of Tax Preferences on Health Care Spending and Federal Revenues,” in Tax Policy and the Economy, vol. 21, ed. James Poterba; Cambridge: MIT Press, 2007.  Also available from Harvard web sites as http://www.nber.org/papers/w12733.  In response to the failure of prior efforts to tax employer-paid premiums, this paper takes up exempting both premiums and out-of-pocket payments from tax.  To some degree this already happens through Flexible Spending Accounts.

The Effect of Tax Credits
OPTIONAL:

One reform proposal, analogous to the subsidies proposed in the 2009 reform bills, are tax credits, though the past literature is in the context of no insurance mandate.  There is a substantial technical debate about the effects of a tax credit on the demand for insurance, the results of which surface in the first two readings below.  The slides go over the numerous technical details behind the estimates.  For those of you interested in more on the technical details, you should see two working papers on the NBER web site (www.nber.org), Jonathan Gruber’s working papers W10977 (also available in Tax Policy and the Economy, 19, 2005) and W7553 http://www.nber.org/papers/w10977.pdf and http://www.nber.org/papers/w7553.pdf.  The Feder, et al. article focuses on expansion of public programs, part of the 2009 legislation.
Mark Pauly and Bradley Herring, “Expanding Coverage via Tax Credits: Trade-Offs and Outcomes,” Health Affairs, 20(1), January February 2001, 9-26.   http://content.healthaffairs.org/cgi/reprint/20/1/9
These two authors favor tax credits, but point out that small credits will have little effect on the number uninsured.  The technical details behind their numbers are mostly hidden here (but see the Optional reading), and the estimates are controversial, as per the next paper.   

Jon Gruber and Larry Levitt, “Will Tax Subsidies Really Work?” Health Affairs, 19(1), January February 2000, 72-85.  http://content.healthaffairs.org/cgi/reprint/19/1/72
These authors estimate a smaller bang for the tax credit buck than Pauly and Herring.  I will go over in class some of the assumptions that they need to make to get their numbers. 

Judith Feder, Larry Levitt, Ellen O’Brien, and Diane Rowland, “The Case for Expanding 

Public Programs,” Health Affairs, 20(1), January February 2001, pp. 27-39.  http://content.healthaffairs.org/cgi/reprint/20/1/27  They argue that tax credits don’t work well for low-income uninsured, and not surprisingly the uninsured are disproportionately low income.

CLASS 14 AND 15 – ADMINISTRATIVE COSTS, HMOs, MANAGED CARE, AND THE ORGANIZATION OF THE DELIVERY SYSTEM 


CLASS 14 (March 22) 

Administrative Costs and Insurer Profits

The Robinson paper raises a number of points about the relationship between measures of accounting cost and economic cost that are important to understand more generally and that bear on the argument that there is a great deal of waste in the American financing system and on proposals to limit administrative cost.  Some similar accounting issues also arise around the profitability of pharmaceutical companies, especially the allocation of joint costs to product lines.

James C. Robinson, “Use and Abuse of the Medical Loss Ratio to Measure Health Plan Performance,” Health Affairs, 16(4), July/August 1997, pp. 176-187.  http://content.healthaffairs.org/cgi/reprint/16/4/176
The loss ratio (premium monies paid out as benefits or the Medical Cost Ratio) is sometimes taken as a measure of administrative costs (the higher the loss ratio, the less the administrative costs).  Robinson gives several reasons why the loss ratio of insurance companies and health plans doesn’t provide useful information for policy (though investors take it seriously), and hence why policy proposals to regulate that rate (for example, current proposals at both the federal level and in several states to require X percent payouts by insurers) do not seem desirable.  Nonetheless, there are minimum loss ratios in the bill proposed by Majority Leader Reid (and I am guessing they will survive if there is legislation).

Clearly administrative costs are part of the debate over the desirability of a single-payer system, for example, Medicare for all.  The next readings deal with administrative cost.  After reading these papers, ask yourself:  What is the question at issue?  Is it the right question?  If not, what is the right question and do these papers help you get the answer to that question?
Steffie Woolhandler, Terry Campbell, and David U. Himmelstein, “Costs of Health Care Administration in the United States and Canada,” New England Journal of Medicine, 349(8), August 21, 2003, pp. 768-775.  http://content.nejm.org.ezp1.harvard.edu/cgi/reprint/349/8/768.pdf.  Shows higher administrative costs in the US system than in the Canadian and argues that the difference can cover the medical costs of the uninsured.  High administrative cost is a favorite issue of single-payer advocates.

Henry J. Aaron, “The Costs of Health Care Administration in the United States and Canada,” New England Journal of Medicine, 349(8), August 21, 2003, pp. 801-803.  http://content.nejm.org.ezp1.harvard.edu/cgi/reprint/349/8/801.pdf  Argues that there are methodological issues with Woolhandler, et al.’s conclusion of higher admin costs.  What are these methodological issues?  How do you come out?  How would you treat taxes that for-profit insurer’s pay?
Robert A. Book, “Medicare Administrative Costs Are Higher, Not Lower, Than for Private Insurance,” http://www.heritage.org/Research/HealthCare/upload/wm_2505.pdf.  A contrary view to the usual one on Medicare administrative cost. 

Uwe E. Reinhardt, “The Baucus Plan: A Winner’s Curse for Insurance Companies,”
http://economix.blogs.nytimes.com/2009/09/18/the-baucus-plan-a-winners-curse-for-insurance-companies/.  Contrary to populist views, insurance company profits are not a large source of spending. If you want to pursue this topic further, see Reinhardt’s subsequent post, “How Much Money Do Insurance Companies Make? A Primer,”
 http://economix.blogs.nytimes.com/2009/09/25/how-much-money-do-insurance-companies-make-a-primer/.   Also his post “What Portion of Premiums Should Insurers Pay Out in Benefits?” has a more positive view of minimum loss ratios than the slides do, although in my view it is more a comment on the failings of the individual and small group markets.
 http://economix.blogs.nytimes.com/2009/10/02/what-portion-of-premiums-should-insurers-pay-out-in-benefits/
OPTIONAL:

Lawrence Casalino, Sean Nicholson, David N. Gans, Terry Hammons, Dante Morra, Theodore Karrison, and Wendy Levinson, “What Does It Cost Physician Practices to Interact with Health Insurance Plans?”Health Affairs Web Exclusive, May 14, 2009, w533–w543.  Gives a number of $31 billion in 2006 for cost to physician practices from interacting with health plans.  See slides. 
Steffie Woolhandler and David U. Himmelstein,  “Costs of Care and Administration at For-Profit and Other Hospitals in the United States, New England Journal of Medicine 336(11), March 13, 1997, pp. 769-774.  An earlier paper from these authors than the one above, again arguing that administrative costs are high in the US system.  

Stuart H. Altman and David Shactman, “Should We Worry About Hospitals’ High Administrative Costs?, New England Journal of Medicine, 336(11), March 13, 1997, pp. 798-799.  A response to Woolhandler and Himmelstein: Not to worry about the high administrative costs.
Insurer Concentration

See slides.

CLASS 15 – EFFECTS OF MANAGED CARE ON USE, QUALITY OF CARE, AND OUTCOMES; ORGANIZATION OF THE DELIVERY SYSTEM (March 24)

Managed care tries to integrate the insurance and delivery functions and in doing so is likely to affect quality relative to a passive indemnity insurer.  In principle, its effect on quality could be positive or negative.  Supporters think the effect is positive; single-payer advocates, who mostly have a Medicare-for-all scheme in mind, think it is negative.  Empirically, any effort to ascertain how managed care affects quality faces many methodological difficulties, starting with the current dominance of managed care (other than in traditional Medicare), which makes it difficult to find a comparison group.  (I am currently engaged in a research project to compare quality of care and in traditional Medicare and Medicare Advantage.  Perhaps surprisingly, this has rarely been done.)  More generally, the effects of “managed care” presumably depend upon the particular techniques used to manage care or affect utilization.  In general, those techniques have themselves changed over time (e.g., command-and-control techniques seem to have diminished in their intensity) and vary from one managed care organization to another.  For a review of the older literature, see the Glied chapter in the Optional reading.


Outside the US there are also constraints and incentives to “manage” care and to deal with moral hazard, though the arrangements are not generally termed managed care and they are typically less intrusive at the point of service (e.g., certain drugs may not be on the formulary, or the MD is left to ration because certain facilities are not available).  Much of the quality improvement literature (e.g., the IOM Quality Chasm book above) believes there must be an organized system of care to improve quality.  Is this possible in the US context without “managed care”?  The following two readings are intended more as background; the slides focus on the objectives and instruments of managed care.  

James C. Robinson, “Managed Consumerism in Health Care,” Health Affairs, 24(6), November/December 2005, pp. 1478-1489.  Focus on his discussion of how health plans add value.  http://content.nejm.org.ezp-prod1.hul.harvard.edu/cgi/reprint/359/4/333.pdf
Stephen Shortell and Lawrence Casalino, “Health Care Reform Requires Accountable Care Systems,” JAMA, July 2, 2008, 300(1):95-7.  Sketches five models for introducing greater organization into American medical care.  I was a discussant of a (much) longer version of this paper at a conference and will post my comments on the course website.  (I was also a discussant of a paper by Harold Luft at the conference; ignore the comments on the Luft paper.  You can see my comments at http://www.fresh-thinking.org/workshops/work_070301.htm)


There is currently much discussion of moving to more bundled or global payment.  The next two readings deal with this issue and serve as a bridge to the next several classes on reimbursement.  I have put them in with this class rather than in class 18, which will deal with capitation in the Medicare program, because of the link to reorganization of the delivery system. The deBrantes, et al. proposal discusses why their reform is more limited in this regard, but it still would require some kind of organized physician group. See also the MedPAC reading in the Optional reading.  The assumption here is that the physician groups (or the Accountable Care Organizations in the Shortell and Casalino sense) can successfully manage risk.  There were some spectacular failures to do so in California in the 1990s, but the current discussion does not feature much discussion of these.


As the Steinbrook reading shows, the current policy discussion has turned how to put financial incentives in place to reform the delivery system.  (See also the June 2009 MedPAC report in the Optional reading).  Thus, the policy world has now accepted that a decentralized fee-for-service system is inefficient – or at least any give up in outcomes is worth the saving in cost - and is now trying to devise ways to alter the delivery system.  What is sometimes left unsaid is that this is likely to take many years, implying that cost savings will be limited in the short run.  And also that in the short run most of the savings are likely to accrue to providers – not purchasers.  Indeed, if they don’t accrue to providers, there is not likely to be much reorganization of the delivery system!
Francois deBrantes, Meredith B. Rosenthal, and Michael Painter, “Building a Bridge from Fragmentation to Accountability – The Prometheus Payment Model,” New England Journal of Medicine, September 10, 2009, 361(11):1033-6.  Describes a current leading model for episode based payment.
Robert Steinbrook, “The End of Fee-for-Service Medicine? Proposals for Payment Reform in Massachusetts, New England Journal of Medicine, September 10, 2009, 361(11): 1036-8.  As we saw in the last class, Massachusetts deliberately chose to expand insurance coverage without attempting to do anything about cost.  Now (given that there is no appetite in the state for a tax increase) it confronts the dilemma of reducing the rate of cost growth or rolling back some of the access expansion.  It proposes to move toward more bundled payment to do so.  Do you think such a payment system can be implemented rapidly enough to address the cost problem?  Even if it can, will the savings accrue to the state?
OPTIONAL:
Medicare Payment Advisory Commission, “Report to the Congress: Improving Incentives in the Medicare Program,” June 2009, chs. 2,3. www.medpac.gov/document_TOC.cfm?id=576 Has discussions of accountable care organizations and of episode based payment for those who want more on these subjects.
Sherry Glied, “Managed Care,” in Handbook of Health Economics; eds. Anthony J. Culyer and Joseph P. Newhouse; North-Holland, 2000.  http://www.sciencedirect.com.ezp1.harvard.edu/science?_ob=PublicationURL&_tockey=%23TOC%2324609%232000%23999989999.7998%23584858%23FLP%23&_cdi=24609&_pubType=HS&_auth=y&_acct=C000014438&_version=1&_urlVersion=0&_userid=209690&md5=a27d303a142408c7e6fe06be6bdd9bca.  A review of the literature as of 2001.  Although the literature discussed here is a decade or more old, much of it is still relevant. 
Jonathan C. Javitt, James Rebitzer, and Lonny Reisman, “Information Technology and Medical Missteps: Evidence from a Randomized Trial,” Journal of Health Economics, May 2008, 27(3): 585-602.  Showing a 6 percent savings from the use of decision support delivered electronically.  http://www.sciencedirect.com.ezp-prod1.hul.harvard.edu/science?_ob=MImg&_imagekey=B6V8K-4R8MDJH-4-1&_cdi=5873&_user=209690&_orig=search&_coverDate=05/31/2008&_sk=999729996&view=c&wchp=dGLbVzW-zSkWA&md5=2d9c7e14d210b6fd9626bdd008319f5c&ie=/sdarticle.pdf
The slides refer to tiering physicians based on cost and quality.  If you want to see how Aetna does this, go to http://www.aetna.com/plansandproducts/health/medical/Aexcel_Methodology_v2.pdf.  

Howard H. Goldman, Richard G. Frank, M. Audrey Burnam, et al., “Behavioral Health Insurance Parity for Federal Employees,” New England Journal of Medicine, 354(13), March 30, 2006 , pp. 1378-1386.  Managed care meant that parity for mental health benefits did not appear to increase total costs.  Contrast these results with those of the RAND HIE with respect to mental health; the HIE, of course, took place in an unmanaged setting.

Laurence C. Baker, “Association of Managed Care Market Share and Health Expenditures for Fee-for-Service Medicare Patients,” JAMA, February 3, 1999, 281:432-437.  Increases in HMO market share (Medicare and non-Medicare) are associated with lower growth of Medicare fee-for-service spending (“spillover”).

Bruce E. Landon, Alan M. Zaslavsky, Shulamit L. Bernard, et al., “Comparison of Performance of Traditional Medicare vs. Medicare Managed Care,” JAMA, April 14, 2004, 291(14): 1744-1752.  Results of consumer surveys (CAHPS) of Medicare enrollees show traditional Medicare enrollees rated their care higher but reported receiving fewer preventive services and had more trouble with paperwork.

Andrew Bindman, Arpita Chattopadhyay, Dennis H. Osmand, William Huen, and Peter Bacchetti, “The Impact of Medicaid Managed Care on Hospitalizations for Ambulatory Care Sensitive Conditions,” Health Services Research, February 2005, 40(1): 19-37.  Ambulatory care sensitive conditions are those for which proper ambulatory care can reduce hospitalization and are a widely used measure of quality.  Results show a 29 percent reduction in ambulatory care sensitive hospitalizations in mandatory managed care compared with traditional fee-for-service Medicaid.  

Lawrence P. Casalino, “Disease Management and the Organization of Physician Practice,” JAMA, January 26, 2005, 293(4): 485-488.  A short piece describing disease management and the chronic care model.  I interpret these methods as modifications of traditional practice intended to improve outcomes and have grouped them with managed care.  Indeed, disease management is typically implemented through an insurer or managed care company.

Nancy McCall, Sc.D. Jerry Cromwell, Ph.D. Carol Urato, M.S. Donna Rabiner, “Evaluation of Phase I of the Medicare Health Support Pilot Program Under Traditional Fee-for-Service Medicare: 18-Month Interim Analysis, Report to Congress,” http://www.cms.hhs.gov/reports/downloads/MHS_Second_Report_to_Congress_October_2008.pdf.  An evaluation of a randomized demonstration in disease management with negative findings.  Note that there is no strong evidence of savings net of fees for the disease management program despite differential refusal to participate of sicker patients in the treatment group.
John K. Iglehart, “The National Committee for Quality Assurance,” New England Journal of Medicine, 335, September 26, 1996, 995-999. Describes the NCQA, a private effort to rate the quality of health plans.  You should think about the extent to which regulation of health plans should remain a private activity.  This reading could also fit in the quality of care section.
The Effects of Increased Price Competition from Managed Care Among Providers


Partly reflecting the historical lack of price competition in medical care, both in the US and elsewhere, there isn’t much in the literature on this important topic and what there is is far from definitive.  As a result, I’ve only included optional articles, although there is one other on the supplementary list. 

OPTIONAL:

David M. Cutler, Mark McClellan, and Joseph P. Newhouse “How Does Managed Care Do It?” RAND Journal of Economics, 31:3, August 2000, pp. 526-548.  A longer version with a different title can be downloaded from the web as http://papers.nber.org/papers/W6677.  Shows that the main effect of managed care for heart attack patients in Massachusetts is on unit prices paid to hospitals and physicians.

Carol Propper and Neil Söderlund, “Competition in the NHS Internal Market: An Overview of Its Effects on Hospital Prices and Costs,” Health Economics, May 1998, 7, pp. 187-197.  Summarizes a small number of studies of the effects of attempting to introduce a modicum of price competition into the British National Health Service.  My take is that effects of modest interventions are modest.

Antitrust Issues in Medicine (Competition Policy in EU nomenclature)


In the US maintaining price competition is the responsibility of the antitrust division of the Department of Justice and the Federal Trade Commission.  Although I do not cover antitrust issues in the slides, they are certainly important and are another area where the courts have had an important effect on health care.  For those of you that want to pursue them, I have put three readings on the supplementary reading list.


CLASSES 16 – 21 - PAYING HEALTH PLANS AND PROVIDERS OF CARE


All but one of the remaining substantive class sessions are taken up with issues of paying health plans and health care providers and the consequences of different methods.  Virtually all developed countries use some form of administered pricing, or alternatively budgets, to reimburse health care providers.  The readings in this section, however, almost all come from the American Medicare program, partly because Medicare reimbursement is an important policy issue in its own right and partly because there is a lot of literature on the Medicare program.  

General Background on Administered Pricing Systems


Before moving into the specifics of the various Medicare administered price systems, it is good to digest some general material.

Slides on “Medicare 101” at Kaiseredu.org.  http://www.kaiseredu.org/tutorials/Medicare%20101/Medicare101.html.  This is material that many of you will probably know, but if you do know it, it won’t take you long to go through the slides.  It actually shouldn’t take long even if you don’t know it. 

Next read Henry J. Aaron and Jeanne M. Lambrew, “Reforming Medicare,” Washington, DC: Brookings Institution Press, 2008, chs. 1-3.  Chapters 2 and 3 cover issues that we are headed into in this and the next several classes but can serve as an introduction.  Chapter 2, especially the footnotes, has a lot of detail about payment systems that is also covered in the next reading, so try not to drown in the details here.  We will come back to chapters 4-7 of the book in the reading for Class 19.

Medicare Payment Advisory Commission, Payment System Basics.  Available on the web at http://www.medpac.gov/documents.cfm   Go to the drop down menu called Document type and click on Payment Basics.    Links to primers on the various prospective payment systems will appear.  Those you should definitely look at include the inpatient hospital, outpatient hospital, the four post-acute payment systems, the physician system, the health plan system, and the drug system, since those are the ones we take up.  But you can put off the last 3 in that list for a few classes if you are swamped with work. 

CLASSES 16 AND 17: MEDICARE PAYMENT TO INSTITUTIONAL PROVIDERS 

CLASS 16 - THE HOSPITAL PROSPECTIVE PAYMENT SYSTEM (PPS) (March 29)

By far the largest of the different hospital payment systems (in dollar terms) used in Medicare is the inpatient acute prospective payment system.  Read the MedPAC primer entitled “Hospital acute inpatient services payment system,” which you can get to by following the instructions above.  
In addition, there are separate systems for the four post-acute providers, home health, skilled nursing, rehabilitation, and long-term care, and still another for hospice, which is sometimes considered a post-acute provider.  The MedPAC website also has pdf’s that describe these four payment systems.
I will assume in the slides that you have covered these basics.
Joseph P. Newhouse, Pricing the Priceless: A Health Care Conundrum; Cambridge: MIT Press, 2002, chapter 1.  Sets out issues around administered prices.  Note that the DRG system that the hospital PPS uses is, in effect, “risk adjustment” for hospital admissions. 
Paul B. Ginsburg, “Recalibrating Medicare Payments for Inpatient Care,” New England Journal of Medicine, November 16, 2006, 355(20), pp. 2061-2064.  http://content.nejm.org.ezp-prod1.hul.harvard.edu/cgi/reprint/355/20/2061.pdf After more than 20 years, Medicare refined its relative payments in an effort to reduce the number of overpriced DRGs.  Even though this was done on a budget neutral basis, the industry (or parts of it) successfully lobbied for a 3 year transition (a change from the initial proposed rule of no transition).
OPTIONAL:

Mark Pauly, “Insurance Reimbursement,” in Handbook of Health Economics, eds. Anthony J. Culyer and Joseph P. Newhouse; North-Holland, 2000.  http://www.sciencedirect.com.ezp1.harvard.edu/science?_ob=PublicationURL&_tockey=%23TOC%2324609%232000%23999989999.7998%23584858%23FLP%23&_cdi=24609&_pubType=HS&_auth=y&_acct=C000014438&_version=1&_urlVersion=0&_userid=209690&md5=a27d303a142408c7e6fe06be6bdd9bca.  General discussion of the issue of the supply price in health care.  Related in principle to payment of all health care providers, not just hospital payment.

Effects of the Hospital PPS on Quality of Care

OPTIONAL:

William H. Rogers, David Draper, Katherine L. Kahn, et al., “Quality of Care Before and After Implementation of the DRG-Based Prospective Payment System: A Summary of Effects,” JAMA, 264:15, Oct. 17, 1990, 1989-97.  The major empirical evaluation on this subject.  Now mostly of historical interest.

Julian Pettengill and James Vertrees, “Reliability and Validity in Hospital Case Mix Measurement,” Health Care Financing Review, December 1982, pp. 101-128.  Describes how the DRG system was built.  Provides a description of the DRG system, but at a price in terms of more detail than you probably wanted to read.

Mark McClellan, “Hospital Reimbursement Incentives: An Empirical Analysis,” Journal of Economics and Management Strategy, 6:1, Spring 1997, pp. 91-128.  An effort to understand the incentives of the PPS.  McClellan debunks the notion that payment is independent of utilization under the PPS.

CLASS 17 - SELECTED ISSUES IN MANAGING A CASE-BASED, ADMINISTERED PRICE REIMBURSEMENT SYSTEM: GEOGRAPHIC ADJUSTMENT; OUTLIERS; REIMBURSEMENT OF TEACHING HOSPITALS; REIMBURSEMENT OF POST-ACUTE CARE; TECHNOLOGICAL CHANGE (March 31)


The Medicare payment system illustrates many issues of administered price systems, as described in the Pricing the Priceless chapter on the reading list above.  I have assigned additional reading on some of them, given optional reading on others, and referred you to the supplementary list for still others.  Any of you proposing to write testimony on this topic would do well to read into the optional and supplementary reading.

Bundling or Global Payments

Moving to more aggregated or global payment and away from disaggregated fee-for-service payments is much in the news.  The following two readings are about bundled payments.

Glenn Hackbarth, Robert Reischauer, and Anne Mutti, “Collective Accountability for Medical Care – Toward Bundled Medicare Payments,” New England Journal of Medicine, July 3, 2008, 359(1):3-5.  http://content.nejm.org.ezp-prod1.hul.harvard.edu/cgi/reprint/359/1/3.pdf Argues for one payment for all services connected with a hospital admission for up to 30 days following the admission.  What will be the major difficulties in moving to such a system?  Note that in the post-acute reading on the supplemental list I proposed bundling post-acute payments (and got MedPAC partway there in terms of recommending it to the Congress), but with a notable lack of success at that time.  For more on the Hackbarth, et al. proposal see the June 2008 MedPAC report, chapters 3-4 (www.medpac.gov). 
Robert Steinbrook, “Medicare and Erythropoetin,” New England Journal of Medicine, January 4, 2007, 356(1):4-6.  Shows how critical the choice of definition of the bundle is, both for cost purposes, which is the context of much of the current debate, but also clinically, since the Medicare payment policy for End Stage Renal Disease (ESRD) arguably induced poor clinical care as Steinbrook documents.  More generally, the US has for practical purposes a single-payer system for those with ESRD (those with the disease and with employment-based insurance have that insurance pay for the first 30 months of care; other than that, it is entirely Medicare.)  In my view the ESRD program illustrates many of the problems of administered pricing that a single-payer system would encounter.  For more on the ESRD program, see the supplementary reading list.
Geographic Adjustment and the Wage Index

Medicare Payment Advisory Commission, Report to the Congress: Medicare Payment Policy, March 2001, pp. 49-55, 81-83.  (This can be downloaded from the web; www.medpac.gov )  We will also encounter the problems of geographic adjustment with health plan payments.

Payment to Teaching Hospitals


Teaching hospitals have higher costs than non-teaching hospitals.  How to reimburse teaching hospitals has therefore been a policy concern from the outset of the PPS.  Covered in the Newhouse chapter “Medicare” and in Pricing the Priceless, ch. 1, listed above.

Technological Change


There are many aspects to the topic of managing technological change in an administered price system that I do not cover in the slides.  One of the most important is the overarching issue that the amount of technological change we observe is almost certainly related to the incentives of the financing system.  On this point see the Weisbrod paper on the supplemental reading list.  One issue in dealing with technological change in the context of administered pricing is deciding what change justifies its cost (assuming the change is cost increasing).  This is partly a coverage decision and partly a decision on how much to pay conditional on a decision to cover.  The issue of whether the benefits exceed the costs is in the realm of willingness-to-pay studies, as well as studies employing QALYs, DALYs, etc.  A complication is that something that is actually used may be (and almost always is) worth it for some patients and not for others, so a decision to cover likely means some receive the service who don’t benefit (sometimes this is unknown and will generate knowledge about who benefits) and a decision not to cover likely means some who will benefit won’t get the service.  Two related issues are how much to update budgets in administered price systems in order to pay for cost-increasing change and how to update reimbursement if costs fall as something new scales up when it is covered.  These issues all have to do with how to handle new procedures, drugs, and devices into administered price systems, and the following reading deals with that issue.
Medicare Payment Advisory Commission, Report to the Congress: Medicare Payment Policy, March 2001, chapter 3 (available on the web).  How to incorporate new technology is an issue that plagues all administered price systems.  In the Balanced Budget Reform Act (BBRA) the Congress authorized pass through payments for certain drugs, biologicals, and devices.  Such payments potentially alter the nature of competition in the market for these products and give certain companies incentives to mark up prices.  
Specialty Hospitals

One could treat the emergence of specialty hospitals in some areas of medicine such as cardiac hospitals as either technological change or as a response to flaws in the payment system or both.  Such hospitals emerged as a highly contentious issue in the past few years, leading to a moratorium on new construction in the Medicare Modernization Act of 2003.  I have included a short summary article here; there is more material on the Bibilographic list.

John K. Iglehart, “The Uncertain Future of Specialty Hospitals,” New England Journal of Medicine, 352(14), April 7, 2005, pp. 1405-1407.  http://content.nejm.org.ezp1.harvard.edu/cgi/reprint/352/14/1405.pdf 
Outpatient Facility Payment


Outpatient payment is another dilemma in Medicare payment policy, but it is covered in my “Medicare” chapter above so I have not assigned any further readings.  Outpatient department payment needs to be considered in conjunction with physician payment because of substitution possibilities between providing services in outpatient departments and physician offices.  There is also a MedPAC tutorial on the outpatient hospital payment system.  
OPTIONAL READING ON THISE TOPICS:

Post Acute Care


Melinda Beeuwkes Buntin, Carrie Hoverman Colla, and Jose J. Escarce, Effects of Payment Changes on Postacute Care,” Health Services Research, August 2009, 44(4): 1188-1210.  The shift to a new (prospective rather than cost up to a limit) payment system shifted patients among post acute care sites.  Shows substitutability of the sites.

Severity or Within-DRG Heterogeneity, Outliers

Emmett B. Keeler, Grace M. Carter, and Sally Trude, “Insurance Aspects of DRG Outlier Payments,” Journal of Health Economics, September 1988, pp. 193-214.  This paper led to a substantial change in how Medicare paid for outliers in the early 1990s.  It is an excellent example of how analysis can change policy.

Technological Change
Nancy M. Kane and Paul D. Manoukian, “The Effect of the Medicare Prospective Payment System on the Adoption of New Technology -- The Case of Cochlear Implants,” New England Journal of Medicine, 321:20, November 16, 1989, pp. 1378-1383.  An instructive case study from the early days of the PPS, showing how administered pricing can have an important effect on technological change.

Daron Acemoglu and Amy Finkelstein, “Input and Technology Choices in Regulated Industries: Evidence from the Health Care Sector,” Journal of Political Economy, October 2008, 116(5):837-80.  Elaborates on a point made in chapter 1 of Pricing the Priceless that hospitals substituted capital for labor with the introduction of the PPS, which capped operating costs but not in the initial year’s capital costs.  Capital costs are now included in the DRG rate.
Care at the End of Life and the Hospice Benefit

This topic should perhaps be somewhere else in the course because it is certainly about more than reimbursement, but, given the course outline, it seems to fit best in a Medicare section, partly because about 75 percent or more of the deaths each year are among Medicare beneficiaries and partly because over a quarter of Medicare dollars are spent on the 5-6 percent of beneficiaries who die (11 percent of annual Medicare dollars are spent on persons in their last month of life).  Over 20 percent of these deaths occur in a hospice (60 percent of the cancer deaths now do), and hospice by 2005 was an $8 billion a year benefit (over 1 percent of the Medicare program) and a rapidly growing one (over 20% per year 2000-2005).   I have put the topic on the reading list, but because of the length of the required reading, I have made the entire subject optional.  Some of you may wish to pursue it for your testimony.

Institute of Medicine, Approaching Death; Washington: National Academy Press, 1997.  An excellent overview of the issues.  See also the more recent IOM report on the quality of palliative care on the supplemental list under the quality of care section.

SUPPORT Principal Investigators, “A Controlled Trial to Improve Care for Seriously Ill Hospitalized Patients: the Study to Understand Prognoses and Preferences for Outcomes and Risks of Treatments (SUPPORT),” JAMA, November 22/29, 1995, 274(20), pp. 1591-1598.

Medicare Payment Advisory Commission, Report to the Congress: Medicare Beneficiaries’ Access to Hospice, Washington: The Commission, May 2002.  A short report to the Congress, which is concerned about the rapidly rising costs of the hospice benefit and reports of late entry by beneficiaries into hospice.  The question of whether rural residents are getting a fair shake from Medicare also surfaces.

Ezekiel J. Emanuel and Linda L. Emanuel, “The Economics of Dying: The Illusion of Cost Savings at the End of Life,” New England Journal of Medicine, 331, February 24, 1994, pp. 540-544.  This paper is about end-of-life care rather than hospice and makes what in my view is a compelling case that, as a percentage of medical spending, waste at the end of life is rather small.

Daniel P. Kessler and Mark B. McClellan, “Advance Directives and Medical Treatment at the End of Life,” Journal of Health Economics, 23(1), January 2004, pp. 111-127.  Advance directives appear to improve care but do not save money.
Upcoding


See the supplementary reading list.

CLASS 18 – PHYSICIAN PAYMENT (April 5)
To provide a concrete context for this class, review (or read) the basics of Medicare physician payment with the MedPAC primer on physician payment.
An important point to take away from this group of readings is proposition that prices affect what physicians do.

The Theory of Physician Payment and Supplier Induced Demand

Meredith B. Rosenthal, “Beyond Pay for Performance – Emerging Models of Provider-Payment Reform,” New England Journal of Medicine, September 18, 2008, 359(12):1197-1200.  The US and many other countries have traditionally had a highly disaggregated fee-for-service reimbursement system for physicians.  This is a descriptive article on emerging models of payment that would be more bundled or more inclusive.  Those of you more oriented toward economics may want to start with the McGuire chapter, which is an economic analysis, and then come to Rosenthal’s more descriptive paper.
Thomas G. McGuire, “Physician Fees and Behavior,” in Incentives and Choice in Health Care, eds. Frank A. Sloan and Hirschel Kasper, pp. 263-288; Cambridge: MIT Press, 2008.  The economics of fee-based payment.  Concludes that optimal payment is a base payment plus a fee at marginal cost.  To what degree does the medical home resemble this arrangement?

OPTIONAL:

For those of you who want a more technical and more extensive treatment of physician payment than McGuire’s chapter in the Sloan and Kasper book, read the following chapter:

Thomas G. McGuire, “Physician Agency,” in Handbook of Health Economics, eds. Anthony J. Culyer and Joseph P. Newhouse; North-Holland, 2000.  http://www.sciencedirect.com.ezp1.harvard.edu/science?_ob=PublicationURL&_tockey=%23TOC%2324609%232000%23999989999.7998%23584858%23FLP%23&_cdi=24609&_pubType=HS&_auth=y&_acct=C000014438&_version=1&_urlVersion=0&_userid=209690&md5=a27d303a142408c7e6fe06be6bdd9bca.  If you have the economics background to absorb it, this is an excellent synthesis.

Thomas G. McGuire and Mark V. Pauly, “Physician Response to Fee Changes with Multiple Payers,” Journal of Health Economics, 1991, 10(4): 385-410.  A seminal paper for those wanting to go further than the Handbook chapter.
Empirical Literature on the Effect of Fee Changes and Mode of Reimbursement on Physician Behavior

There is a huge, old, and in my view mostly unsatisfactory, literature that discusses supplier-induced demand (SID).  Hence, little of it appears on the required or optional reading, but I have put a long list on the supplementary reading list.  It is to some degree covered by the McGuire chapter in the Handbook of Health Economics.


One of the policy applications of this point is the so-called offset effect, or how much of a general change in Medicare fees will be “offset” by changes in the quantity of services delivered by physicians.  That, as well as the Medicare  treatment of physician services, is covered in:
Congressional Budget Office, “Factors Underlying the Growth in Medicare’s Spending for Physician Services,” Washington: Congressional Budget Office, June 2007.  http://www.cbo.gov/ftpdocs/81xx/doc8193/06-06-MedicareSpending.pdf.  Covers the Sustainable Growth Rate system, which I also cover in the slides.

There is much less literature on the effect of the mode or method of payment (but see Pricing the Priceless), an issue that came to the fore with the advent of managed care with the increased use of capitation and other forms of risk-based payment to providers, and is now very salient with the discussion of bundling.  Krasnik, et al. show the effect of changing from full to partial capitation, which can also be interpreted as a (partially) income-compensated fee change.  Hickson, et al. show positive effects of fee-for-service relative to salary; that paper is highly unusual because the data come from a randomized trial, albeit a very small one.  Note that the incentives in salaried systems relate to the criteria for promotion and merit increases, which are typically difficult to infer.

Allan Krasnik, Peter P. Groenewegen, Poul A. Pedersen, Peter van Scholten, Gavin Mooney, Adam Gottschau, Henk A. Flierman, and Mogen T. Damsgaard, “Changing Remuneration Systems: Effects on Activity in General Practice,” British Medical Journal, 300, June 30, 1990, 1698-1701.  http://www.pubmedcentral.nih.gov/picrender.fcgi?artid=1663335&blobtype=pdf.  Shows the effects of a change from full to partial capitation for the Danish General Practitioner (GP) results in increased provision of services per visit, fewer referrals, and less hospitalization.  Uses the concept of supplier-induced demand, but without the usual normative connotation. 
Gerald B. Hickson, William A. Altmeier, and James M. Perrin, “Physician Reimbursement by Salary or Fee-for-Service: Effect on Physician Practice Behavior in a Randomized Prospective Study,” Pediatrics, September, 1987, vol. 80(3), pp. 344-350.  http://search.epnet.com.ezp1.harvard.edu/login.aspx?direct=true&db=aph&an=4732496&loginpage=Login.asp&scope=site  A study in which 18 pediatric residents were randomly assigned to be paid by salary or fee-for-service.  Those paid fee-for-service did more of things that were deemed good (e.g., continuity, fewer missed recommended visits).

OPTIONAL:

Mark Dusheiko, Hugh Gravelle, Rowena Jacobs, and Peter Smith, “The Effect of Financial Incentives on Gatekeeping Doctors: Evidence from a Natural Experiment,” Journal of Health Economics, 25(3), May 2006, pp. 449-478.  In the 1990s the Conservative government introduced higher powered physician reimbursement for General Practitioners in the British National Health Service.  GPs had long been capitated for their own services, but did not bear any financial consequences for decisions to hospitalize.  In the new arrangement the government gave larger groups of GPs the option to receive a larger capitation and bear risk for (pay for) elective admissions (“fundholding”) from the capitation.  This method was abolished in 1999 by the Labor government, and GPs were no longer at risk (but was reintroduced by Labor in 2005).  This study shows that when fundholding was abolished, elective admissions increased 3.5 to 5.1 percent among GPs who had been fundholders relative to the increase among those who had not, suggesting that the financial risk associated with fundholding had kept down elective admissions.  I have made this optional because it will be harder going for those with weaker economics backgrounds. See also a followup article by Dusheiko, et al on the supplementary list that deals with patient satisfaction and process measures of care.
Jason Barro and Nancy Beaulieu, “Selection and Improvement: Physician Responses to Financial Incentives,” NBER Working paper 10017, October 2003 (http://papers.nber.org/papers/W10017).  Shows that Florida physicians who were switched from a salaried basis of payment to a fee-for-service like payment increased the profitability of their practices (i.e., increased their number of billable services).

David Madden, Anne Nolan, and Brian Nolan, “GP Reimbursement and Visiting Behavior in Ireland,” Health Economics, 14(10), October 2005, pp. 1047-1060.  Switching from fee-for-service to capitation in Ireland did not seem to affect visit rates to GPs.

Jack Hadley and James D. Reschovsky, “Medicare Fees and Physicians’ Medicare Service Volume: Beneficiaries Treated and Services per Beneficiary,” International Journal of Health Care Finance and Economics, 6(2), June 2006, pp. 131-150.  Finds that Medicare service volume is positively related to fees and that the income effect is important only at high Medicare shares.

Uwe Dulleck and Rudolf Kershbamer, “On Doctors, Mechanics, and Computer Specialists: The Economics of Credence Goods,” Journal of Economic Literature, March 2006, 44(1): 5-42.  A survey of the literature on credence goods (goods with an information asymmetry between producer and consumer), with a theoretical model that ties together a rather diverse literature in economics; as the title indicates, the literature considered goes beyond physicians.

Rose Anne Devlin and Sisira Sarma, “Do Physician Remuneration Schemes Matter?  The case of Canadian Family Physicians,” Journal of Health Economics, September 2008, 27(5): 1168-81.  Shows that FFS payment induces substantially more visits among Canadian family physicians.  Although all provinces offer an FFS scheme, they also offer various alternative schemes.  The authors find that physicians who select FFS, those who chose it would see fewer patients than those who do not, a somewhat puzzling finding but possibly an artifact of the econometrics employed (the authors note that one of their estimators is highly sensitive to specification).
Medicare’s Controls on Physician Spending, the Medicare Fee Schedule, and the Resource-Based Relative Value Scale

OPTIONAL:

William C. Hsiao, Peter Braun, Daniel Dunn, et al., “Resource Based Relative Values: An Overview,” JAMA, 260(16), October 28, 1988, 2347-2353.  An overview and basic description of the initial RBRVS.  There are numerous other articles that go into detail on the RBRVS in the same issue of the JAMA as this article; they are on the supplementary list.

Practice Costs

Medicare Payment Advisory Commission, Report to the Congress: Medicare Payment Policy, March 2006, chapter 4 (available at www.medpac.gov).  Contains a great deal of material on the evolution or lack of it since my chapter on Medicare in the 1990s was written.  Should be read by anyone contemplating writing testimony on this topic.
Balance Billing


See the supplementary reading.

CLASS 19 - MEDICARE PAYMENT OF HEALTH PLANS AND RISK ADJUSTMENT AND A WRAPUP ON MEDICARE PARTS A, B, AND C (April 7)

Medicare Reimbursement of Health Plans and Risk Adjustment

Start with an 18 minute tutorial: http://www.kaiseredu.org/tutorials/medicareadvantage/player.html.

Then read or review the MedPAC tutorial on health plan payment.  If you want more than the MedPAC tutorial, see the Pope, et al. reading that is optional.
Peter R. Orszag, “The Medicare Advantage Program: Trends and Options,” Testimony before the Committee on Ways and Means, US House of Representatives, March 21, 2007.  See http://www.cbo.gov/ftpdocs/78xx/doc7879/03-21-Medicare.pdf.  A good summary of the  issues.  The health reform bill is taking payment rates down, even though this is a tough vote for Democratic members of Congress from rural districts and states.
Wynand P.M.M. van de Ven and Frederik T. Schut, “Risk Equalization in an Individual Health Insurance Market: The Only Escape from the Tradeoff Between Affordability, Efficiency, and Selection, the Netherlands as a Case Study,” mimeo, draft dated April 2, 2007, available at 
http://www.fresh-thinking.org/docs/workshop_070503/PaperVandeVenSchut02apr07.pdf.  

 As the above material describes, starting in 2006 Medicare Part C reimbursement moved toward something that more resembles a defined contribution approach, which has the effect of considerably freeing up prices (i.e., not relying on administered pricing) below the health plan level (e.g., to hospitals and physicians), although at the health plan level elements of administered pricing remain because of risk adjustment (this is the “managed” in managed competition).   One of the key issues in the debate over moving to a defined contribution is the division of the financing burden of Medicare between the elderly and the non-elderly (the feared scenario by the supporters of the elderly is that benchmarks could be lowered, saving taxpayer/non-elderly money), although as we saw in Class 1, Medicare at its present rate of growth does not appear sustainable into the 2030s and maybe much sooner.  The more serious issue with full blown managed competition that includes traditional Medicare is the degree of possible selection and whether traditional Medicare might go into a death spiral or whether risk adjustment is now good enough to preclude that.  


Although traditional Medicare is held out of the bidding, the Medicare Modernization Act injected bidding by the Part C or Medicare Advantage plans into the program.  Even in traditional Medicare the bidding idea comes up for various suppliers, such as those of durable medical equipment.  The Congress, however, is somewhat schizophrenic about this idea.  Although it could save money, it would impinge on beneficiary choice of provider if only low bidders were eligible.  Demonstrations (as opposed to universal implementation) of competitive approaches face an additional hurdle in that they would potentially reduce Medicare revenues to specific Congressional districts and states, something that is equivalent to reducing that area’s exports.  For an interesting saga of Congressional constraints in this domain see the Supplementary reading list and for an update as of February 2009, see the slides.  Nonetheless, the 2009 legislation mandates a phase in of formal bidding for health plans.

Finally, the van de Ven and Schut paper is about the implementation of managed competition in the Netherlands starting in 2006.  The paper lays out well the issues around this method, although it definitely has the point of view that this method of organizing financing and delivery is preferable to a single payer.  I strongly recommend that you read the version of the paper on the website because I think it is an excellent exposition of the issues and it may help American students by seeing similar issues outside the American context.  But for those of you who absolutely, positively can’t afford the time, here is an abridged version: Wynand P.M.M. van de Ven and Frederik T. Schut, “Universal Mandatory Health Insurance In The Netherlands: A Model For The United States?” Health Affairs, May/June 2008; 27(3): 771-781. 
OPTIONAL:


The first two readings are about risk adjustment outside the US.

Wynand P.M.M. van de Ven, Konstantin Beck, Florian Buchner, et al., “Risk Adjustment and Risk Selection on the Sickness Fund Insurance Market in 5 European Countries,” Health Policy, 65/1, Supplement, 2003, pp. 75-98.  This is a summary article of a special issue of the journal on risk adjustment in the following five countries: Belgium; Netherlands; Germany; Israel; and Switzerland.  There are other papers on each specific country.  One can also glean some material on the organization and financing of care in these systems.
 The entire issue is available electronically through the Harvard Library System.

Randall P. Ellis and Wynand P.M.M. van de Ven, “Risk Selection, Risk Adjustment, and Risk Sharing: Lessons from Europe and the Americas,” paper given at the International Health Economics Conference, San Francisco, June 10, 2003.  Goes over experience in Canada, Chile, Germany, the Netherlands, and the US.  Draws the lesson that regulation is at least as important as risk adjustment in reducing selection.  Will be e-mailed upon request.


The next several articles focus on risk adjustment at the plan level, mostly, although not entirely, in the Medicare context, although the same issue applies below the plan level when plans give capitation contracts to physician groups or integrated delivery systems.  The imperfections of risk adjustment open the door to possible selection, as we have touched upon above.  An interesting question is why risk adjustment is prevalent in Medicare (and Medicaid) but very little used in private (commercial) health insurance.  These readings came from a time when Medicare used a take-it-or-leave-it price for health plans, though that does not really affect the risk adjustment issue.
Gregory Pope, John Kautter, Randall P. Ellis, et al., “Risk Adjustment of Medicare Capitation Payments Using the CMS-HCC Model,” Health Care Financing Review, 25:4, Summer, 2004, pp. 119-141.  http://www.cms.hhs.gov/HealthCareFinancingReview/11_2004_Edition.asp#TopOfPage.  This link will get you to a file you will need to unzip.  This paper lays out CMS-HCCs, the method CMS uses for risk adjustment for health plan payments under Part C, in great detail.

Medicare Payment Advisory Commission, Report to the Congress: Medicare Payment Policy, March, 1998; Washington, The Commission, 1998, volume 1, ch. 3; volume 2, ch. 2.  Problems of trying to implement risk adjustment in Medicare.  (You may also want to have a look at chapter 2 of the March 1999 Commission report referred to above.)

Medicare Payment Advisory Commission, “Improving Risk Adjustment in Medicare,” November 2000, on the web at http://www.medpac.gov/publications/congressional_reports/nov2000imprisk.pdf.  Includes an update of a 1996 PPRC study that provided strong evidence of selection.

Wynand P.M.M. van de Ven and Randall P. Ellis, “Risk Adjustment in Competitive Health Plan Markets,” in Handbook of Health Economics, eds. Anthony J. Culyer and Joseph P. Newhouse; North-Holland, 2000.  http://www.sciencedirect.com.ezp1.harvard.edu/science?_ob=PublicationURL&_tockey=%23TOC%2324609%232000%23999989999.7998%23584858%23FLP%23&_cdi=24609&_pubType=HS&_auth=y&_acct=C000014438&_version=1&_urlVersion=0&_userid=209690&md5=a27d303a142408c7e6fe06be6bdd9bca.  Excellent summary; written from both a European and an American perspective, but it is long.
Joseph P. Newhouse, “Risk Adjustment: Where Are We Now?” Inquiry, 35, Summer 1998, pp. 122-131.  Makes the case for partial capitation (see also Newhouse, Beeuwkes Buntin, and Chapman and Newhouse 1994 in the supplementary reading for earlier papers on this subject.)  

Joseph P. Newhouse, “Reimbursing Health Plans and Health Providers: Selection versus Efficiency in Production." Journal of Economic Literature, 34(3):1236-1263.  A review of the literature, now dated, but provides an analytical framework to think about the issue.
A Wrap Up

Henry J. Aaron and Jeanne M. Lambrew, “Reforming Medicare,” Washington, DC: Brookings Institution Press, 2008, chs. 4-7.  This part of the book outlines three broad approaches to reform: social insurance; premium support; and consumer directed care.  In reality, any reforms to Medicare are likely to partake of all three. If you want to see and hear Aaron summarize the book and two knowledgeable commentators, Gail Wilensky and Marilyn Moon, discuss it go to http://crr.bc.edu/events/2008_conference_agenda_and_papers.html, scroll down to the Friday luncheon panel on the future of Medicare, and click to listen to the video.  I will devote some of the class to Aaron and Lambrew’s options.

As noted above, some of the support and opposition to the defined contribution proposals revolves around the idea that it may well be a device for shifting more of the cost of financing the elderly’s medical care from the non-elderly to the elderly.  The following reading makes the important point that the division of burden between these groups should be seen in the larger context of financing pensions and long-term care.

Victor R. Fuchs, “Health Care for the Elderly: How Much? Who Will Pay for It?” Health Affairs, January/February 1999, 18(1), pp. 11-21.  Lays the groundwork for the debate over Medicare financing in pointing out both the looming Medicare and Social Security (and elderly component of Medicaid) financing problems that are, needless to say, even more looming a decade later.  Related to the material in the first class on financing Medicare.      
CLASS 20 – THE ECONOMICS OF PHARMACEUTICALS AND MEDICARE PART D (April 12)
If you haven’t already read it, you should begin with the MedPAC primer on Part D payment basics.
Joseph P. Newhouse, “How Much Should Medicare Pay for Drugs?” Health Affairs, 23:1, January/Februrary 2004, pp. 89-102.  http://search.epnet.com.ezp1.harvard.edu/login.aspx?direct=true&db=aph&an=12017104&loginpage=Login.asp&scope=site  

Covers some basic economics of the drug industry.  The December 2003 legislation establishing the Medicare drug benefit precludes price controls.  For reasons explained in the subsequent paper I do not think this has worked altogether satisfactorily. 

Richard G. Frank and Joseph P. Newhouse, “Is There a Reason to Negotiate Drug Prices Under Part D of Medicare? And If So How?” Health Affairs, January/February 2008, 27(1), pp.33-43.  The answers to the two questions in the title in Richard’s and my view turn out to be more gray than black or white.  See also the Duggan-Scott Morton optional reading for some empirical support.
Thomas H. Lee, “Me-Too” Products: Friend or Foe?” New England Journal of Medicine, January 15, 2004, 350:3, pp. 211-212.  http://content.nejm.org.ezp1.harvard.edu/cgi/reprint/350/3/211.pdf  A short paper making the point that me-too products are the mechanism that price or product competition can work for improving welfare (though Lee eschews this piece of economic jargon).

You may also want to go back and read the Lee and Emanuel paper in the Class 13 reading; you should think about why there is a Tier 4.

OPTIONAL READING

F. M. Scherer, “The Pharmaceutical Industry,” in Handbook of Health Economics, eds. Anthony J. Culyer and Joseph P. Newhouse; Amsterdam: North Holland, 2000, pp. 1297-1336.  http://www.sciencedirect.com.ezp1.harvard.edu/science?_ob=PublicationURL&_tockey=%23TOC%2324609%232000%23999989999.7997%23584863%23FLP%23&_cdi=24609&_pubType=HS&_auth=y&_acct=C000014438&_version=1&_urlVersion=0&_userid=209690&md5=a3f1dd34882ecf1b2af530a76c535d20  An overall description of the economics of the pharmaceutical industry by a distinguished economist of industrial organization.  Not very technical.

Mark Duggan and Fiona Scott Morton, “The Effect of Medicare Part D on Pharmaceutical Prices and Utilization,” NBER Working Paper 13917 (http://www.nber.org/papers/w13917.pdf).  Shows that the basic architecture of Part D – increase the price elasticity facing manufacturers for Medicare beneficiaries without prior drug insurance – worked in the sense that prices fell at least 24 percent.  Also supports the Frank-Newhouse position that there is a potential problem for drugs facing little or no price competition; price declines did not appear in the categories in which there were few substitutes.
Alan M. Garber and Mark B. McClellan, “‘Payment by Results’ for Biologic Agents,” New England Journal of Medicine, October 18, 2007, 357(16): 1575-1577.  Johnson and Johnson and the British National Health Service have agreed that J&J will only be reimbursed for a biotech agent to treat multiple myeloma if the treatment is successful.  If this method of reimbursement spreads to other agents or other purchasers, it is a large change in incentives for manufacturers and potentially improves efficiency.  The article explains why and speculates on whether the method may spread.
Daron Acemoglu and Joshua Linn, “Market Size in Innovation: Theory and Evidence from the Pharmaceutical Industry,” Quarterly Journal of Economics, August 2004, 119(3):1049-90.  Showing substantial response in innovation to market size.  Using the aging of the population as an exogenous change in market size for various drugs and exploiting the differential use of various classes of drugs by different age classes, they find a large response of innovation to market size.

Amy Finkelstein, “Static and Dynamic Effects of Health Policy,” Quarterly Journal of Economics, May 2004, 119(2): 527-64.  Ingenious use of clinical trial data to show effects of increased demand on research (see Table 1).  Uses three case studies to show potentially large dynamic effects in one case, negative but small effects in the two others.

Richard G. Frank, “Prescription Drug Prices: Why Do Some Pay More Than Others Do?,” Health Affairs, March/April 2001, 20(2): 115-128.  Explains in greater detail the price discrimination point made in the slides.


Congressional Budget Office, “Prescription Drug Pricing in the Private Sector,” January 2007, http://www.cbo.gov/ftpdocs/77xx/doc7715/01-03-PrescriptionDrug.pdf.  More background on drug pricing.

Haiden A. Huskamp, Meredith B. Rosenthal, Richard G. Frank, and Joseph P. Newhouse “The Medicare Prescription Drug Benefit: How Will the Game Be Played?” Health Affairs, March/April 2000, 19(2): 8-23.  How these authors would have structured a Medicare drug benefit.  


Julie M. Donohue, Marisa Cevasco, and Meredith B. Rosenthal, “A Decade of Direct-to-Consumer Advertising to Consumers,” New England Journal of Medicine, August 16, 2007, 357(7):673-681. Some basic facts, including that DTC is a minor percentage of pharmaceutical marketing expense.


Frank A. Sloan and Chee-Ruey Hsieh, “Effects of Incentives on Pharmaceutical Innovation,”avaiable from me on request.  Reviews the literature.


John Robst, Jesse Levy, Melvin Ingber, “Diagnosis-Based Risk Adjustment for Medicare Prescription Drug Plan Payments,” Health Care Financing Review, Summer 2007, 28(4): 15-30.  Describes the risk adjustment method for Part D plan payments.


Fiona Scott Morton, “The Strategic Response by Pharmaceutical Firms to the Medicaid Most-Favored-Customer Rules,” RAND Journal of Economics, Summer 1997, 28(2): 269-290.  Shows that requiring Medicaid get a best price raised prices given to other firms including the VA.
CLASS 21 – MEDICAID AND LONG-TERM CARE (April 14; Testimony 2 due before class)

Medicaid: General Background


The Medicaid program does not have nearly as much literature written about it as the Medicare program for several reasons.  (For the most part when I say Medicaid I mean to include the S-CHIP program as well.)  First, whereas Medicare is a federal program, Medicaid offers states many options.  This means each state has a somewhat different Medicaid program, which makes it difficult to describe the program in any concise way.  Moreover, these differences have increased over time because, starting in the Clinton administration, there has been a great expansion of the use of waivers for Medicaid.  In fact, virtually all states on an individual basis have applied for exemptions from federal requirements, but what the states have done differs.  Second, within each state Medicaid is three functionally somewhat different programs, one for low-income mothers and children, one for the disabled, and one for the low-income elderly.  In terms of dollars, the coverage for the elderly is primarily coverage of long-term care, which is why we take up long-term care in this class, although Medicaid also serves to wrap around Medicare to cover cost sharing for acute services for the low income elderly.  Third, outside analysts have a more difficult time obtaining Medicaid claims data than Medicare claims data, in part because each state controls its own data.   Moreover, individuals may move in and out of eligibility monthly, and when they move out there are no data on their behavior.  Finally variation across the states in covered services and eligibility limits means data are not comparable; for example, if one state covers chiropractic and another doesn’t, not only are there no claims data on chiropractic in the state that doesn’t cover it but it is hard to know whether differences in services that might be affected by that coverage (e.g., orthopedic surgeons) are attributable to the coverage difference or some other difference (e.g., physician fee differences).  Although Mr. Justice Brandeis famously said that states were the laboratories of democracy, in fact it is hard to ascertain causality with an n of 50.

Both because there is less literature and because the issues pertaining to provider reimbursement are analytically similar to the Medicare issues, I have given Medicaid less play than Medicare in the course.  For those of you particularly interested in the Medicaid program, two excellent sources of information about it are the Kaiser Family Foundation website (http://www.kff.org/archive/health.html); click on an index of documents for Medicaid/uninsured and the Commonwealth Fund web site (www.cmwf.org).  The CMS website (www.cms.hhs.gov) also has data.  The slides focus mostly on issues of financing and co-ordination that Medicaid raises before they turn to issues of long-term care.  Note that Medicaid is the primary insurer of long-term care in the US.

The 2009 federal legislation greatly changed eligibility for Medicaid, such that much of the historical material is no longer relevant.  Still, it is what we know about Medicaid.

Diane Rowland, Tutorial on Medicaid on Kaiseredu.org. http://www.kaiseredu.org/tutorials/medicaidbasics/medicaid.html.  Good description of a program that is almost impossible to summarize succinctly.  If you want more on basic description, see the optional and supplementary lists.
John K. Iglehart, “Medicaid Revisited – Skirmishes Over a Vast Public Enterprise,” New England Journal of Medicine, 356(7), February 15, 2007, pp. 734-740.  http://content.nejm.org.ezp1.harvard.edu/content/vol356/issue7/  
OPTIONAL:

John Holahan and Alan Weil, “Toward Real Medicaid Reform,” Health Affairs, 26(2), 2007, w254-w270.  Proposals from two long-time Medicaid observers that would expand coverage, increase the federal financing share, and reduce interstate variation.  
Medicaid: Acute Care
OPTIONAL:

Papers on outcomes effects of eligibility or reimbursement changes:

Janet Currie and Jonathan Gruber, “Saving Babies: The Efficacy and Cost of Recent Expansions of Medicaid Eligibility for Pregnant Women,” Journal of Political Economy, 1996, 104:1263-1296.  Medicaid expansions appeared to reduce infant mortality, but at a rather high price per year of life saved especially as one moves up the income scale.  Other authors, however, do not find an effect; see, for example, the papers by Haas, et al. and Epstein and Newhouse in the supplementary readings.

Janet Currie and Jonathan Gruber, “Health Insurance Eligibility, Utilization of Medical Care, and Child Health,” Quarterly Journal of Economics, 1996, 111: 431-466.  More on the same lines.

Paul W. Newacheck, Dana C. Hughes, Abigail English, et al., “The Effect on Children of Curtailing Medicaid Spending,” JAMA, November 8, 1995, 274:1468-1471.  As advertised.
There is a substantial literature on the issue of crowdout or the degree to which expansions of Medicaid cause the rate of private insurance coverage to fall; you can find more on this topic on the supplementary list. See also the reading for class 13.
David Cutler and Jonathan Gruber, “Does Public Insurance Crowd Out Private Insurance,” Quarterly Journal of Economics, 1996, 111: 391-430.

Lisa Dubay and Genevieve Kenney, “Did Medicaid Expansions for Pregnant Women Crowd Out Private Coverage?” Health Affairs, 16(1), January/February 1997, pp. 185-193.

David Cutler and Jonathan Gruber, “Medicaid and Private Insurance: Evidence and Implications,” Health Affairs, 16(1), January/February 1997, pp. 194-200.

Medicaid and Medicare: Issues Around Dual Eligibles

The slides deal with issues around financing and co-ordination of services, but if you want more read:

OPTIONAL:


David Grabowski, “Medicare and Medicaid: Conflicting Incentives for Long-Term Care,” Milbank Memorial Fund Quarterly, 2007, 85(4): 579-610.
Long-Term Care 


Financing long-term care is an issue that few in the public arena have wanted to touch beyond the existing Medicaid arrangements, but with the aging of the baby boomers it will only become more pressing.  The is a voluntary long-term care benefit in the House health reform; I don’t know if it will survive in the Senate.  Long-term care insurance, either public or private, has some differences from acute medical care; it is more oriented toward insuring an estate (hence, more like life insurance) than ensuring the future living standards of the insured (since the individual may well spend the rest of his or her life in institutional care).  Also compared with health insurance, a substantially greater component of the cost covers hotel services rather than medical services.  Americans have been more willing to see inequalities with respect to hotel services than with respect to medical care (though of course there are inequalities in medical care) and more willing to see the hotel services self-financed.  Even more than most of the other topics, the course just scratches the surface of this one.  The slides touch on a few more “economic” points, but there are numerous potential topics for Testimony.  A web based resource on long term care is http://ltcfocus.org/default.aspx
Edward Norton, “Long-Term Care,” in Handbook of Health Economics, eds. Anthony J. Culyer and Joseph P. Newhouse; North-Holland, 2000.  http://www.sciencedirect.com.ezp1.harvard.edu/science?_ob=PublicationURL&_tockey=%23TOC%2324609%232000%23999989999.7997%23584863%23FLP%23&_cdi=24609&_pubType=HS&_auth=y&_acct=C000014438&_version=1&_urlVersion=0&_userid=209690&md5=a3f1dd34882ecf1b2af530a76c535d20  A survey of the literature from an economics perspective.

OPTIONAL:

The following two articles are a pair of short papers from an entire issue of Health Services Research that is devoted to the Cash & Counseling Demonstration and Evaluation, an effort to move financing policy toward care of the disabled away from a policy of financing services toward a policy of providing the disabled with cash and allowing them to buy services, including services of family members.  Accompanying this demonstration was an evaluation that shows (in my view) largely favorable results, more or less in line with what a standard economic model would have predicted.  We shall see what the resulting effect on policy is.   Other papers in the issue of Health Services Research provide more detail.

A.E. Benjamin and Mary L. Fennell, “Putting the Consumer First: An Introduction and Overview,” Health Services Research, 42(1), Part II, February 2007, 353-361.

Peter Kemper, “Commentary,” “Social Experimentation at its Best: The Cash and Counseling Demonstration and its Implications,” Health Services Research, 42(1), Part II, February 2007, 577-586.
Peter Kemper, “The Evaluation of the National Long Term Care Demonstration: Overview of the Findings,” Health Services Research, 23(1): 161-174, April 1988.  A classic study.  Showed that increasing community services did not save money but did have benefits for the group that received the services.  For more on the study see the first two readings (Weissert and Kane) in the supplementary readings, as well as the other papers in the special issue of Health Services Research in which this paper appears.
Amy Finkelstein and Kathleen McGarry, “Multiple Dimensions of Private Information: Evidence from the Long-Term Care Insurance Market,” American Economic Review, September 2006, 96(4):938-58.  Showing that there can be some pooling in insurance markets because highly risk averse persons will pay higher loadings.
Jeffrey R. Brown, Nora B. Coe, and Amy Finkelstein, “Medicaid Crowdout of Private Long-Term Care Insurance Demand: Evidence from the Health and Retirement Survey,” in Tax Policy and the Economy, vol. 21, ed. James Poterba; Cambridge: MIT Press, 2007.  Available from Harvard websites as http://www.nber.org/papers/w12536.  Attributes low demand for private long-term care insurance to Medicaid crowdout, but also estimates that if all states had as restrictive an asset test as the most restrictive state, penetration would only rise from 9 to 12 percent.  Think about why crowdout by Medicaid appears to be such a much larger factor in the demand for private long-term care insurance than for private health insurance.

Jeffrey R. Brown and Amy Finkelstein, “Why Is the Market for Long-Term Care Insurance So Small?” NBER Working Paper 10782.  (http://papers.nber.org/papers/W10782).  Finds large differences in loadings for men and women (much lower for women) but no corresponding coverage differences; they then point to Medicaid crowdout as an explanation, since women are more likely to use Medicaid.  See also the Pauly paper on Medicaid crowdout on the supplementary reading list.


Edward C. Norton, “Incentive Regulation of Nursing Homes,” Journal of Health Economics, 11(2), August 1992, 105-128.  Changing the basis of payment to something approximating pay-for-performance appeared to have desirable effects.


Brant E. Fries, Don P. Schneider, William J. Foley, Marie Gavazzi, Robert Burke, and Elizabeth Cornelius, “Refining a Case-Mix Measure for Nursing Homes: Resource Utilization Groups (RUG-III),” Medical Care, 32(7), July 1994, pp. 668-685.  Basic descriptive article on RUGs, the basis for payment used by most state programs.


The Pepper Commission Report (available at http://www.allhealth.org/publications/Uninsured/Pepper_Commission_Final_Report_73.pdf).  The last serious effort at the federal level to deal with long-term care insurance, now nearly two decades old.  It is also interesting to look at the remainder of the report to see how many issues from the late 1980s are still on the policy agenda.
CLASS 22 - PHYSICIAN WORKFORCE ISSUES AND SOME CLOSING THOUGHTS (April 19)
Physician Workforce
The slides present an economic framework for workforce planning with respect to the total number of physicians and their specialty distribution.  From this framework I conclude that workforce planning is virtually an impossible problem in practice, a view based on the experience we have in this domain.  The economic framework in the slides comes directly from traditional economics and was first applied to this issue by Uwe Reinhardt in his PhD dissertation in the late 1960s. (It is described in Reinhardt’s paper on the Optional list.)  Reinhardt’s early work emphasized the possibility of substituting allied health personnel such as physician assistants and nurses for physicians in producing medical services.  Although there has been some substitution (e.g., advanced practice nurses, including nurse midwives and nurse anesthetists), the medical profession has mostly been able to maintain entry barriers by lobbying at the state level for practice restrictions.  To a disquieting degree much of the subsequent literature on manpower policy ignored the economic framework.  
The slides also present an economic framework for geographic distribution.  Current US policy is based on the view that the market fails; I do not believe the market fails, as is made clear in the reading below.  In class we can discuss why the view developed that the market fails; I think it has persisted in part for reasons of political economy.  

The slides also give one person’s view of the history of this issue.  In 1968 based in part on an analysis by the 1967 National Health Manpower Commission that declared there was a shortage of physicians, the US began to subsidize the construction of new medical schools and offered financial incentives to existing medical schools to increase the number of students enrolled (PL 90-490, the Health Manpower Act of 1968).  (An earlier 1963 Act was the first federal aid for medical schools, but it was modest by the standards of 1968.)  The result was a doubling of the number of US medical school graduates over a period of about eight years.  
In the early 1970s the focus of the workforce debate changed from a presumption of shortage to a view that total numbers were adequate, even though the stock of physicians had little changed, but that physicians were maldistributed by specialty (not enough primary care physicians; this argument can also be found in the Health Manpower Commission Report) and geography (too many in metropolitan areas, too few in rural areas).  The two issues of specialty and geographic maldistribution have echoed through the debate ever since.  The Council on Graduate Medical Education (COGME) for many years recommended in its annual report that 50 percent of American physicians should be generalists (historically this number has been under 40 percent), although starting in its 2005 report COGME backed away from this.  In response to the concerns about geographic distribution, the federal government has implemented relatively small scale interventions (at least by comparison with federal payments for physician services), such as the National Health Service Corps and higher Medicare payments in “shortage” areas.

The generalist-specialist debate has also surfaced in the 2009 legislation (as it did in the failed 1993 Clinton reform) as a concern over whether there will be enough primary care physicians if insurance coverage is substantially expanded, with the dominant view (as I read the debate) is that there will not be.  There were echoes of this controversy in the Cooper-Dartmouth controversy (class 5).

Returning to the total numbers issue, by the late 1970s that issue took another turn.  Even though the doubling of the flow of medical school output had still not much affected the total stock of physicians (the initial larger cohorts were just coming out of residency, although a substantial number of international medical school graduates were starting to appear on the scene giving rise to another debate about international medical graduates), the Graduate Medical Education National Advisory Committee (GMENAC), using very different analytical methods from the 1967 National Commission, concluded there would be a growing physician surplus that would become very large by the year 2000.  (Images of physicians driving taxicabs were bandied about.)  The surplus view propounded by GMENAC dominated policy thinking until sometime in the 1990s. Although there were some dissenting voices in the 1980s, they did not much affect policy.  (Cooper, et al., below attribute the ending of federal subsidies for undergraduate medical education to the GMENAC analysis predicting a surplus of MDs, but I think it is fairer to attribute that to the general hostile attitude of the Reagan administration to discretionary domestic spending.)  Starting in the mid 1990s, with no sign of a physician surplus on the horizon, some started talking again about a physician shortage, and even a shortage of specialists.  The aficionado and historian in this area might want to read the reports of the 1967 Commission and the GMENAC, mostly to see what passed for policy analysis in another era, but they are not very accessible today.  In the bibliographic reading I give you some cites and some places on the web where you can get a flavor.  I go into this extended history in part to give you a flavor of methods and how they can influence conclusions and policy.
This class is on the physician workforce.  There is also a substantial literature on nurses and nursing labor markets, some of which is pertinent to recently enacted minimum nurse staffing requirements in some jurisdictions, most notably California, but limitations of time have led me to leave that important topic out of the course.  
David Blumenthal, “New Steam from an Old Cauldron – The Physician Supply Debate,” New England Journal of Medicine, 350(17), April 22, 2004, pp. 1780-1787.  http://content.nejm.org.ezp1.harvard.edu/cgi/reprint/350/17/1780.pdf  An excellent historical overview and analysis, although in my view it gives too short shrift to the role of the 1967 National Health Manpower Commission in actually influencing policy.
Richard A. Cooper, Thomas E. Getzen, Heather J. McKee, and Prakash Laud, “Economic and Demographic Trends Signal an Impending Physician Shortage,” Health Affairs, January/February 2002, 22(1): 140-154. http://search.epnet.com.ezp1.harvard.edu/login.aspx?direct=true&db=aph&an=6115974&loginpage=Login.asp&scope=site  Cooper is the leading current proponent of the view that there is not a surplus.  If you want to get a flavor of some of the “steam” of Blumenthal’s title, read some of the “Perspectives” that immediately follow Cooper et al. in the same issue.  Cooper, et al’s analysis is in the same analytic spirit as the 1967 Commission and the Schwartz, Sloan, and Mendelsohn paper in the 1988 NEJM that is on the bibliographic list in that both rely on projecting various historical trends in demand forward.
The next two articles highlight a related debate; whether there should be workforce policy or attempts to intervene in the market, at all.  
Kevin Grumbach, “Fighting Hand-to-Hand Over Physician Workforce Policy,” Health Affairs, September/October 2002, 21(5), pp. 13-27.  http://search.epnet.com.ezp1.harvard.edu/login.aspx?direct=true&db=aph&an=9580856&loginpage=Login.asp&scope=site  Advocates planning of the workforce; recounts the history of this issue in the 20th century.  
Uwe Reinhardt, “Dreaming the American Dream: Once More Around on Physician Workforce Policy,” Health Affairs, September/October 2002, 21(5), pp. 28-32.  http://search.epnet.com.ezp1.harvard.edu/login.aspx?direct=true&db=aph&an=9580857&loginpage=Login.asp&scope=site  A response to Grumbach; argues that with no overall policy control of demand in the US (and none in sight), that workforce control is undesirable.

OPTIONAL:

Uwe Reinhardt, “Health Manpower Forecasting: The Case of Physician Supply,” in Health Services Research, ed. Eli Ginzberg, Harvard, 1991.  An overview of the total numbers issue.
Specialty Distribution:
David A. Kindig, James M. Cultice, and Fitzhugh Mullan, “The Elusive Generalist Physician: Can We Reach a 50% Goal?” JAMA, September 1, 1993, 270, pp. 1069-1073.  http://gateway.ovid.com.ezp1.harvard.edu/ovidweb.cgi?T=JS&NEWS=N&PAGE=fulltext&AN=00005407-199309010-00007&LSLINK=80&D=ovft   

A view from the earlier Clinton reform debate that there are too few generalists, which probably remains the dominant view.  This view clearly filtered into the COGME reports of the 1990s.
Richard A. Cooper, “Seeking a Balanced Physician Workforce for the 21st Century,” JAMA, 272, September 7, 1994, 680-687.  http://gateway.ovid.com.ezp1.harvard.edu/ovidweb.cgi?T=JS&NEWS=N&PAGE=fulltext&AN=00005407-199409070-00013&LSLINK=80&D=ovft  A more skeptical view on specialty distribution.  There is also the debate on this issue that we covered in class 5.

OPTIONAL:


Sean Nicholson, “Medical Career Choices and Rates of Return,” in Incentives and Choice in Health Care, eds. Frank A. Sloan and Hirschel Kasper; Cambridge: MIT Press, 2008. Frames the issue in a standard labor economics framework.


Gary S. Becker and Kevin M. Murphy, “The Division of Labor, Co-ordination Costs, and Knowledge,” Quarterly Journal of Economics, 107(4), November 1992, pp. 1137-1160.  I put this here because the primary care physician has the role of co-ordination, and the difficulty and cost of that role clearly increases with knowledge.  In fact, the logic of this paper is that there is an optimal degree of specialization, an argument that has to my knowledge not surfaced in the health services research or manpower planning debate at all.
Geographic Distribution:
Meredith Rosenthal, Alan Zaslavsky, and Joseph P. Newhouse, “The Geographic Distribution of Physicians Revisited,” Health Services Research, http://www.blackwell-synergy.com.ezp1.harvard.edu/doi/pdf/10.1111/j.1475-6773.2005.00440.x   My views on the geographic issue, which are contrary to almost all of the literature that favors the maldistribution and market failure notions.  The bibliographic reading list gives some of those papers.  The papers in the literature generally rely upon physician/population ratios by county or groupings of counties to demonstrate maldistribution. As shown in this paper, such indicators are seriously flawed as measures of access to physician services.  Interestingly, Grumbach’s paper on the reading list above, which clearly is unsympathetic to a market-based approach to workforce, argues that the market does, and within reasonably broad limits should, determine geographic distribution.
Closing Thoughts:

Meredith B. Rosenthal, “What Works in Market-Oriented Health Policy?” New England Journal of Medicine,  May 21, 2009;360(21):2157-60.  Summarizes demand-side cost and information strategies as well as reimbursement strategies.  I think she underplays the potential for cost sharing to reduce iatrogenic services, but otherwise an overview of much of the course.

Joseph Antos, John Bertko, Michael Chernew, David Cutler, Dana Goldman, Mark McClellan, Elizabeth McGlynn, Mark Pauly, Leonard Schaeffer, and Stephen Shortell, “Bending the Curve: Effective Steps to Address Long-Term Healthcare Spending Growth,” American Journal of Managed Care, October 2009, 15(10):676-80.  Numerous sensible recommendations from 10 distinguished (and bi-partisan) experts on reducing the rate of cost growth, though they do not take up the question of the potential magnitude and timing of cost reductions if their recommendations were implemented.  Although they don’t say it, I think they believe there is a synergistic effect on cost across the recommendations.
http://www.ajmc.com/media/pdf/AJMC_09Oct_Antos_Reprt676to80.pdf?utm_source=Listrak&utm_medium=Email&utm_term=/media/pdf/AJMC_09Oct_Antos_Reprt676to80.pdf&utm_content=newhouse@hcp.med.harvard.edu&utm_campaign=AJMC+e-Table+of+Contents+(October+2009)
Harold S. Luft, “Health Care Reform – Toward More Freedom, and Responsibility, for Physicians, New England Journal of Medicine, August 6, 2009, 361(6):623-8.  Luft proposes a version of global payment, a proposal that both the Obama administration and many in Congress have said positive things about.  Be prepared to discuss the strengths and weaknesses of trying to implement what he suggests.
Katherine Baicker and Amitabh Chandra, “Myths And Misconceptions

About U.S. Health Insurance,” Health Affairs, November/December 2008, 27(6):w533-43.  If you absorbed the course, this should be mostly familiar territory.  If it isn’t, you get a second bite at the apple.
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