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HRS

 The US Health and Retirement Study, and
the international network of studies that
followed, have a particular relevance to

policy.

Other longitudinal studies of aging also
address health and some fundamental
science of aging processes

Only the HRS family of studies also include
detalled economic and other measures
critical to policy
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Aging is the Policy Challenge of the
215t Century

Everywhere, aging populations create
fiscal pressures as commitments to
retirees exceed current taxes from workers

In US, this has been postponed until now
by the baby boom and will be less severe
than elsewhere even post-baby-boom

Nevertheless, current impasse over debt
limit I1s essentially the result of aging
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Population Aging: % 60 and over, 1950-2050
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US Policies for Older Americans




Unfunded Liability




How to Contain Medicare
Spending!




Life Expectancy at Birth,

International Comparisons
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Society health production function




Society health production function




Emphasis on Regional Variation

e Consistent with the international
comparisons that suggest some US
spending Is unproductive, there are similar
findings across regions within the US

“Dartmouth atlas” work of John Wennberg
on regional practice variations

Doctors in local areas practice in particular
ways. Some are more expensive than
others.
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Health economists

e Jon Skinner, Amitabh Chandra, Douglas
Staiger, and others show that regions that
practice “high-cost” medicine do not have
generally better outcomes than those that
practice lower-cost medicine

= |ncentivizing providers in high-cost
areas to practice what low-cost regions do
would save money, and not harm health.
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[s health policy too focused on

regions (and doctors)?




Distribution of Annual Medicare Expenditures

Across Individuals
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Annual distribution greatly exaggerates

effect of patient preferences




HRS is particularly valuable for

studying entitlement program policies




HRS and Medicare




Examples

e lwashyna, et al. JAMA 2010

— Sepsis (infection) episodes lead to more rapid
cognitive and functional decline

e McWillilams,et al. NEJM 2009

— Lack of health insurance before age 65 raises
Medicare spending

e McWilliams, et al, JAMA 2011

— Part D (drug coverage) led to lower non-drug
spending among those with poor coverage
before Part D
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Can we say whether regional

provider variation or individual

spending variation is the more
promising target for intervention!




Providers or Patients?

A full answer requires a lot of work,
iIncluding
— Studies of behavioral response to incentives
— Studies of health outcomes of induced

changes in provider or patient behavior

 Here, we start with a more basic guestion:
which source exhibits greater
“Idiosyncratic” variance, I.e., which has
greater potential for savings
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Model Medicare Spending Using Survey
Data and Claims Data: Data




Model Medicare Spending Using Survey

Data and Claims Data: Estimation




Percentage of Individual Variance in Medicare

Spending Explained by Different Sources
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Using the Model Results

he model accounts for influence of health
and economic characteristics on Medicare
spending

 The residual (actual minus predicted

spending) reflects unobserved health and
the behavior of providers and patients

 \We can assess how much of the residual
IS persistent across providers or patients
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Regional Provider Effect




Patient Effect




Caveats

 Method understates provider influence
because It aggregates over all spending
while regions may be, e.g., high on
cardiovascular but low on cancer spending

 Method overstates influence of patient
preferences because of unobserved health
characteristics
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THANK YOU

http://hrsonline.isr.umich.edu/




