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Cliff notes
• Causes of recent health cost deceleration appear to be 

substantially different in ESI vs. Medicare
• Focus on post-acute care?
• Life expectancy inequality is rising sharply.  How much of it is 

due to prolonged exposure to stress?
• Placebo effects are large and deserve more scrutiny and 

study
• Physician behavior as important topic 

– If costs are concentrated and insurance will (properly) 
always cover high costs, need to get at what happens in 
those high cost settings



RECENT DECELERATION



Source: CEA, 2015





Source: Dranove, Garthwaite, and Ody, 2014
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State Medicare Spending Increase vs. Change in Unemployment Rate



Source: Dranove et al., 2015



Medicare is different….





http://www.cbpp.org/debt-to-gdp-ratio-virtually-flat-until-early-2020s-then-rises-gradually-0


Source: Institute of Medicine



Finkelstein, Gentzkow, and Williams, Sources of Geographic Variation in Health Care: 
Evidence from Patient Migration



Source: Institute of Medicine



“Uncovering Waste in U.S. Healthcare” by Doyle et al

“We find that assignment to hospitals whose patients receive large 
amounts of care over the three months following a health emergency 
do not have meaningfully better survival outcomes compared to 
hospitals whose patients receive less…patients assigned to hospitals 
with high levels of inpatient spending are more likely to survive to one 
year, while those assigned to hospitals with high levels of outpatient 
spending are less likely to do so. This adverse effect of outpatient 
spending is predominately driven by spending at skilled nursing 
facilities (SNF) following hospitalization…patients quasi-randomized 
to hospitals with high rates of SNF discharge have poorer outcomes, 
as well as higher downstream spending once conditioning on initial 
hospital spending.”

Source: Doyle et al 2015



NAS: LIFE EXPECTANCY 
GRADIENT









Source: Liu et al, 2015



Source: Liu et al, 2015



Source: Liu et al, 2015



Source: Nabi et al, 2013



Source: Nabi et al, 2013



PLACEBOS





Source: Kam-Hansen, 2014



Source: Kam-Hansen, 2014





Source: Lindheimer, O’Connor, and Dishman, 2015



PHYSICIANS
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Doctors sorted by low to high (left-right) in each year

2006 practice mean = 16.1
standard error = 0.74

2009 practice mean = 12.1
standard error = 0.54

Mass General, Outpatient Imaging: Before and After

Adjusted Images / 100 Patients 
By Doctor (N=137)

Under new payment models, focus on narrowing clinical variation 
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