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Course philosophy
• We will focus on recently-published papers, and we will try to 

minimize the overlap with the 2015 AEA Continuing Education 
lectures

• 2015 webcasts: www.aeaweb.org/webcasts/2015/conted
(lecturers: Jonathan Gruber, Adriana Lleras-Money, and 
Jonathan Skinner)

• We discuss cutting-edge research, but not at the level of detail as 
some other programs (e.g., “Summer Schools”, NBER Summer 
Programs, etc.); we can give more details after lectures, during 
breaks, etc.

• Given our own research expertise, we focus primarily – but not 
exclusively – on healthcare and health insurance in the US

• Consult the reading list for the original research papers

• Questions always welcome!

https://www.aeaweb.org/webcasts/2015/conted


About Me

• Born in Columbus, OH
• PhD: MIT
• After PhD: Chicago Booth -> 

Northwestern Econ -> 
(Back to) Chicago Booth

• Research interests: Health economics, Labor economics, 
Consumer/Household finance

• Co-editor at AEJ-Policy, 2017-2023
• New role at J-PAL North America!
• New Health Economics textbook!



About Me (J-PAL North America)

https://www.povertyactionlab.org/initiative/us-health-care-delivery-initiative

https://www.povertyactionlab.org/initiative/us-health-care-delivery-initiative


About Me (New Book!)

https://press.uchicago.edu/ucp/books/book/chicago/B/bo208556491.html

https://press.uchicago.edu/ucp/books/book/chicago/B/bo208556491.html


Class #1 Outline

• Brief background on health insurance in the U.S.
• Brief review of the economics of uncertainty and the 

demand for insurance
• Review of research on the effects of health insurance on out-

of-pocket medical spending, medical debt, and consumer 
bankruptcy
• Discussion of what health insurance does NOT do
• Why are people (still) uninsured?
• Conclusions and open questions
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Brief background on health insurance in US

• The U.S. government heavily subsidizes health insurance:

• Largest federal tax expenditure: tax exclusion for employer-

provided health insurance ($280B in 2018)

• Medicare is second-largest line item ($580B in 2018)

• Medicaid spending ($390B in 2018) >> SNAP, EITC ($70B, $60B) 

• The Affordable Care Act (“Obamacare”) further increased 

government spending on health insurance through new health 

insurance subsidies and the expansion of Medicaid

• What does this government spending do? Textbook answer:

“Health insurance allows risk-averse individuals to smooth 
consumption in response to large, unanticipated out-of-pocket 
medical expenses”



“No longer will illness crush and destroy the savings 
that they have so carefully put away over a lifetime”

- President Johnson, signing Medicare into law in 1965

“Because of this law, because of Obamacare, another 
20 million Americans now know the financial security 
of health insurance.”

- President Obama, 2016 speech
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Calculating demand for insurance

Assume that an individual has income of $100,000

The individual faces a risk of hospitalization of p = 0.10, 
which would lead to $20,000 of medical expenses

Assume that the individual has a CRRA utility function 
u(c) = (1/(1-!))c1-!

where c is income net of out-of-pocket medical costs and ! is 
coefficient of relative risk aversion

QUESTION: How much would the individual be willing to pay 
for (full) insurance?



Calculating demand for insurance

Expected income net of out-of-pocket medical costs (EV):
0.9*($100,000) + 0.1*($100,000 - $20,000)
= $98,000

Certainty equivalent (x):
u(x) = 0.9*u($100,000) + 0.1*u($100,000 - $20,000)
x1-! = 0.9*($100,000)1-! + 0.1*($80,000)1-!

x = [ 0.9*($100,000)1-! + 0.1*($80,000)1-! ]1/(1-!)

x = $97,560.96 (at ! = 2)

Risk premium (RP = EV - CE):
RP = $98,000 - $97,560.96 = $439.04



Risk premium and risk aversion



Demand for insurance and risk aversion



Optimal insurance contract

Same setup: y = $100,000, CRRA utility, risk of hospitalization 

of p = 0.10 which leads to $20,000 of medical expenses 

(regardless of insurance status or the generosity of insurance) 

Now assume a monopolist insurer chooses a take-it-or-leave-

it price offer (p) and coinsurance rate (s), which is the share 

of the medical expenses covered by the insurer

Proposition: Monopolist’s profit-maximizing choice is to offer 

full insurance contract (s = 1) and choose price p to equal 

consumer’s demand for full insurance contract

(See Einav-Finkelstein-Polyakova AEJ-Policy 2018 paper)

(Possible intuition from monopolist designing optimal two-

part tariff)
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Health insurance and financial well-being
Finkelstein and McKnight JPubE 2008 study of the introduction of Medicare



Health insurance and financial well-being
Finkelstein and McKnight JPubE 2008 study of the introduction of Medicare

Main result: Reduction in out-of-pocket 
spending concentrated in “right tail”. 
Roughly 4-5% chance of >$3k in OOP 
spending reduced to <1% after 
introduction of Medicare



Health insurance and financial well-being

My research using data from CA (Dobkin et al. 2018 AER):

• Large sample of hospital admissions 2003-2007 [OSHPD] 
linked to consumer credit reports 2002-2011 [TransUnion]

• 380,000 insured adults (21-64), 150,000 uninsured adults 
(21-64), 400,000 elderly adults (65+), >5M credit reports

• Hospital discharge data: demographics (age, gender, race, 
ethnicity), date of admission, length of stay, diagnosis codes

• Credit report data: credit score, credit limits, auto loans, 
mortgage details, liens, foreclosures, bankruptcy, unpaid bills



Consumer credit reports in the US



Health insurance and financial well-being
Dobkin et al. AER 2018 study of hospitalizations in CA   [uninsured sample]



Health insurance and financial well-being
Dobkin et al. AER 2018 study of hospitalizations in CA   [insured sample]



Health insurance and financial well-being



Distribution of hospital admissions by age in CA



Health insurance and financial well-being



Health insurance and financial well-being

Implied IV estimate for collection balances: 

-450/(-0.057) = $7,900

“Naive” DD comparing impact for prime-age insured and uninsured =
$4,300



Health insurance and financial well-being



Health insurance and financial well-being

Additional evidence that health insurance improves financial 
well-being, reduces unpaid medical bills, and reduces the 
risk of filing for bankruptcy:

• Oregon Health Insurance Experiment (Finkelstein et al. 
QJE)

• Massachusetts health reform [“Romneycare”] (Miller and 
Mazumder AEJ-Policy)

• Affordable Care Act [“Obamacare”] (Hu et al. JPAM)



Medicaid expansion (as of November 2017)

Source: https://www.kff.org/health-reform/state-indicator/state-activity-around-expanding-medicaid-under-the-
affordable-care-act/

https://www.kff.org/health-reform/state-indicator/state-activity-around-expanding-medicaid-under-the-affordable-care-act/


Medicaid expansion (as of December 2022)

Source: https://www.kff.org/health-reform/state-indicator/state-activity-around-expanding-medicaid-under-the-
affordable-care-act/

https://www.kff.org/health-reform/state-indicator/state-activity-around-expanding-medicaid-under-the-affordable-care-act/


Health insurance and financial well-being

Source: https://jamanetwork.com/journals/jama/article-abstract/2782187

https://jamanetwork.com/journals/jama/article-abstract/2782187


What else does health insurance do?

Change in uninsured ED visits



What else does health insurance do?

Change in Medicaid ED visits



Change in total ED visits



Heterogeneity in ACA Medicaid expansion
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Heterogeneity in ACA Medicaid expansion
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What health insurance does NOT do?

Dobkin et al. AER 2018 study of hospitalizations    [insured sample, age 50-59]



• Average earnings (of 50-59 year-olds) decline ~19% following a 
hospitalization

• Similar to average earnings losses from job displacements (e.g., 
mass layoffs, plant closings)

• Earnings impacts are immediate and persistent (in contrast to out-
of-pocket medical spending, which spikes but then quickly 
declines over time); average annual earnings decline is more than 
7 times larger increase in out-of-pocket medical spending 

• About 50% of total economic costs (medical expenses + earnings 
decline) are insured in third year after health shock

• Findings in U.S. contrast w/ Denmark (see Fadlon & Nielsen 2015), 
where earnings declines are similar in magnitude but mostly 
insured through sick pay & disability insurance

What health insurance does NOT do?



Implications: nature of insurance for the “insured”

• The insured still face considerable economic risk from hospital 
admissions, with the primary source being uninsured earnings (as 
opposed to out-of-pocket spending)

• 30% of earnings decline are insured (annual total household income 
declines by about 11%), compared to >90% of medical expenses

• Taking earnings and medical cost impacts together:
• In 1st year post admission, ~80% of economic consequences are 

covered
• By 3rd year post admission, ~60% percent covered
• Earnings decline is persistent and slightly increasing over time 

while increase in out-of-pocket medical spending is “front-
loaded”

• Decline in borrowing consistent with large and growing earnings 
declines



• Individual lives for two periods, gets utility from 
consumption and leisure, chooses labor supply in each 
period, and can save/borrow between periods at r
• Before period 1, health shock with probability p.
• Generates medical expenses (m) and reduces wages (α1, α2)
• Total size of shock: m + α1w1h1 + α2w2h2 

• Health insurance 
• covers λm of medical expenses, λα of wage decline
• Define λm = λα = 1 as “full coverage”

• After health shock realized, individual chooses hours 
and consumption path subject to budget constraint
• Can borrow (b), subject to borrowing limit ( L = γY )
• Can have unpaid medical bills (u) at cost of higher r = r(u,b)

Dobkin et al. AER economic model



Proposition 1: A health shock that is not fully covered 
generates Δc1 < 0, Δc2 < 0, ΔU < 0, Δu > 0
• Signs of Δb, Δr, ΔL, Δy1 and Δy2 are all ambiguous but any 
Δ ≠ 0 rejects full coverage.

• Sign of Δb depends on importance of uninsured 
medical costs (1 - λm)m compared to the relative 
income change across periods (Δy2 - Δy1).
• Increases in out-of-pocket medical expenses increase 

borrowing, while declines in future income decrease 
borrowing

• Sign of Δy1 depends similarly on size of unearned 
income shock compared to size of income shock

Dobkin et al. AER economic model
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Dobkin et al. AER economic model

d(y1)/dm dlog(h1)/dlog(w1)



Dobkin et al. AER economic model



Dobkin et al. AER economic model



• “Lifetime costs of bad health” (De Nardi, Paschenko, Porapakkarm
2021 papers.ssrn.com/sol3/papers.cfm?abstract_id=3056885)

• Structural life-cycle model with shocks to health and medical 
expenses with endogenous labor supply and savings decisions

“The monetary lifetime costs of bad health are very 
concentrated and highly unequally distributed, [and] the largest 
component of these monetary costs [are] the loss in labor 
earnings”

• “Impact of Health on Labor Market Outcomes” (Stephens Jr. and 
Toohey AEJ-Applied 2022)

• Estimates causal effect of health on income using MRFIT RCT 
covering ~12k men

• Treatment caused reduced coronary heart disease risk and 
increased earnings and family income

Related work on labor market effects of poor health

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3056885


MRFIT RCT

Source: https://www.aeaweb.org/articles?id=10.1257/app.20180686

https://www.aeaweb.org/articles?id=10.1257/app.20180686


MRFIT RCT
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MRFIT RCT



MRFIT RCT
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• Textbook rationale for health insurance is protection against 
financial risk

• But health insurance also likely improves health outcomes, at 
least for some consumers, including reductions in mortality 
(see, e.g., Goldin, Lurie, McCubbin QJE 2021 
https://academic.oup.com/qje/article/136/1/1/5911132 )

• Puzzle: If health insurance provides financial protection and 
reduces mortality, why do people in the U.S. remain 
uninsured?

Why are people (still) uninsured?

https://academic.oup.com/qje/article/136/1/1/5911132


Demand/WTP for Medicaid and/or subsidized insurance

• Medicaid is an in-kind transfer that may be valued at more or 
less than cost. Government (e.g., CBO) typically assumes that 
Medicaid is valued at average cost (by recipients).

• Argument for “more” -- typical model of demand for insurance 
implies that demand is expected cost + risk premium (and RP > 0 
when consumers are risk-averse)

• Argument for “less” -- uncompensated care and/or implicit insurance 
substituting for formal insurance could reduce WTP below expected 
cost

• Several recent papers make progress estimating WTP for 
Medicaid and subsidized insurance, and all of the papers find 
very low WTP for health insurance -- i.e., WTP < E[cost], but 
WTP is “supposed to be” E[cost] + RP, with RP > 0
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Additional evidence in MI: 

Low demand/WTP for insurance – Additional evidence
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Additional evidence in MI: 

Low demand/WTP for insurance – Additional evidence

Cliff et al. conclude: 
“Healthier low-income 
individuals may be sensitive 
to even modest health 
insurance premiums, and 
premiums may induce 
adverse selection in 
Medicaid plans”





Finkelstein et al. JPE conclusions

“An uninsured person would choose the status quo over giving up 
‘G’ in consumption to obtain Medicaid [where ‘G’ equals gross cost 
of Medicaid]. This contrasts with the current approach used by the 
CBO to value Medicaid at government cost”

“Whether Medicaid’s Marginal Value of Public Funds (MVPF) 
compares favorably to the EITC depends critically on the ultimate 
economic incidence of the transfers to external parties”

“Medicaid is best conceived of as having two distinct parts: a 
subsidized health insurance product for low-income individuals 
and a transfer to external parties who would otherwise subsidize 
medical care for the low-income uninsured. We estimate that 
$0.60 of every $1 of government Medicaid spending is a transfer 
to these external parties. This suggests the importance of future 
work studying their immediate and ultimate economic incidence.”



Tebaldi et al. Econometrica

“Our findings suggest that consumers value health insurance 
significantly less than it would cost in premium subsidies to induce 
them to purchase a plan”
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Tebaldi et al. Econometrica

Tebaldi et al. conclude: “A $10 decrease in monthly premium 
subsidies would cause a decline of 1.8%-6.7% in the proportion of 
subsidized adults with coverage. The reduction in consumer 
surplus would be $63-$74 million, while the savings in yearly 
subsidy outlays would be $209-$601 million”

…

“These results are consistent with a growing number of empirical 
papers showing that consumers value individual health 
insurance significantly less than it costs in subsidies to induce 
them to purchase a plan”



Why is WTP for Health Insurance Below Own Costs?

• Behavioral biases (inattention, inertia, information, misperception…)

• Very difficult to rule out completely

• Finkelstein et al. AER argue against inattention/inertia by zooming in on 
demand for new enrollees

• Moral hazard – standard textbook explanation for WTP < Cost

• But required magnitude not plausible

• Moral hazard would have to increase costs by ~200% to explain gap between 
WTP and Costs in Finkelstein et al. AER

• Oregon experiment moral hazard estimate: 25%

• Uncompensated care (charity care, unpaid bills)

• Quantitatively important: Low-income uninsured pay ~20% of their medical 
costs out of pocket (Mahoney AER; Finkelstein et al. JPE)

• More in Class #4!



Low Demand/WTP for health flood insurance



Wagner (2021) tests for adverse selection in flood insurance, and 
she finds limited evidence of selection based on private 
information. More surprisingly, she finds:

“WTP is remarkably low. In high-risk flood zones, fewer than 60% 
of homeowners purchase flood insurance even though insurance 
premia are only about two-thirds of own costs”

“Only about half of high-risk homeowners are willing to pay an 
amount equal to their expected payout”

She assesses several explanations: adverse selection, moral hazard, 
public bail-outs, credit constraints, and behavioral frictions (e.g., 
underestimation of flood risk)
[ source: 
https://www.krhwagner.com/papers/Adaptation%20and%20Adverse%20Selection%20in%20
Markets%20for%20Natural%20Disaster%20Insurance%20-%20Katherine%20Wagner.pdf ]

Low Demand/WTP for health flood insurance

https://www.krhwagner.com/papers/Adaptation%20and%20Adverse%20Selection%20in%20Markets%20for%20Natural%20Disaster%20Insurance%20-%20Katherine%20Wagner.pdf


• Health insurance reduces financial risks by reducing out-of-pocket 
medical expenses and unpaid medical bills

• Health insurance in the US does NOT insure against reductions in 
earnings, and Americans are “under-insured” to these risks compared to 
many European countries

• Millions of Americans gained health insurance as a result of the ACA, but 
millions of Americans remain uninsured

Outstanding puzzle in US: Many uninsured Americans choose to 
remain uninsured despite the positive effects on financial well-being 
and evidence of positive effects on health and extremely generous 
subsidies. Why is this happening?

Additional puzzle: Low WTP may not be specific to health insurance, 
but may extend to other types of insurance, as well (e.g., flood 
insurance)

Conclusions
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many European countries

• Millions of Americans gained health insurance as a result of the ACA, but 
millions of Americans remain uninsured

Outstanding puzzle in US: Many uninsured Americans choose to 
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Additional puzzle: Low WTP may not be specific to health insurance, 
but may extend to other types of insurance, as well (e.g., flood 
insurance)

Conclusions

Thanks!



Bonus slides





Health insurance and financial well-being
Dobkin, Finkelstein, Kluender, Notowidigdo NEJM 2018 study of medical bankruptcy



Aside: “medical bankruptcy” debate

• Himmelstein, (Elizabeth) Warren, Thorne, and Woolhandler
(2005) have widely-cited estimate that ~60% of bankruptcies 
are “medical bankruptcies”

• By contrast, we estimate ~5% of bankruptcies are medical 
bankruptcies based on our hospitalizations data

• Interesting contrast of methodologies: debtor surveys and 
interviews vs. statistical models of counterfactual outcomes

• Assumption in Himmelstein et al. is that whenever a person 
filing for bankruptcy reports substantial medical bills, the 
bankruptcy was caused by the medical bills

• Our view: statistical fallacy is “assuming that when two things 
occur together, there is a causal relationship between them”

[ See more at https://berniesanders.com/medical-bankruptcy/ ]

https://berniesanders.com/medical-bankruptcy/


Finkelstein et al. QJE



What else does health insurance do?

Change in total ED visits
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Hospitals as Insurers of Last Resort
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Fairview Hospital



Fairview Hospital

• Fairview hospital is a non-profit hospital in Minnesota that 
worked with consultants to find ways to get patients to 
pay “up front” (prior to receiving care)

• Consultants also developed new strategies for collecting 
debts from patients

• This resulted in federal lawsuit and plenty of bad press for 
Fairview, perhaps in part because Fairview is a non-profit 
hospital

• Some broad questions for today: What makes non-profit 
hospitals different? How do we understand their 
behavior?



Non-profit, for-profit, and public hospitals

Most hospitals in the U.S. are private hospitals, and most 
private hospitals are organized as non-profit organizations

• In 2021, there were 5,141 community hospitals in the US 
(short-term, non-federal, general hospitals)

• 2,946 private, non-profit (57%)
• 1,233 private, for-profit (24%)

• 962 public (19%)

• In 2011, 20% of hospitals were private, for-profit 
hospitals and 22% of hospitals were public hospitals



Non-profits in the healthcare sector

• In 33 states, the largest non-profit organization is a 
healthcare organization

• As measured by operating margin, many of the most-
profitable hospitals are non-profit hospitals

• The 5 largest non-profits in the country are all healthcare-
related organizations:

1. Kaiser foundation (OR)

2. Dignity health (CA)

3. UPMC (PA)

4. Cleveland clinic foundation (OH)

5. Banner health (AZ)



Costs and benefits of non-profit status

Benefits:

• Preferential tax treatment (e.g., exempt from corporate 
income taxes, property taxes, etc.)
• Can raise money from donors who receive tax deductions 

from their donations

Costs:
• Cannot sell stock to investors directly (but can raise capital 

in debt capital markets instead of equity capital markets)
• Cannot distribute profits to owners or shareholders
• Restricted to certain charitable activities



Determinants of non-profit status

Large variation across states:

• Nevada (54%), Texas (52%), Florida (48%) have many for-profit 
hospitals

• Rhode Island, New York, and Minnesota have no for-profit 
hospitals (due to restrictive ownership laws)

• Wyoming (68%), Iowa (50%), Kansas (44%) have many public 
hospitals, while North Dakota and New Hampshire don’t have 
any public hospitals

https://www.aha.org/system/files/media/file/2021/01/Fast-Facts-2021-table-FY19-data-14jan21.pdf

https://web.archive.org/web/20111018090804/http://www.aha.org/research/rc/stat-studies/101207fastfacts.pdf

https://www.kff.org/other/state-indicator/hospitals-by-
ownership/?dataView=0&currentTimeframe=0&sortModel=%7B%22colId%22:%22For-
Profit%22,%22sort%22:%22desc%22%7D

https://www.aha.org/system/files/media/file/2021/01/Fast-Facts-2021-table-FY19-data-14jan21.pdf
https://web.archive.org/web/20111018090804/http:/www.aha.org/research/rc/stat-studies/101207fastfacts.pdf
https://www.kff.org/other/state-indicator/hospitals-by-ownership/?dataView=0&currentTimeframe=0&sortModel=%7B%22colId%22:%22For-Profit%22,%22sort%22:%22desc%22%7D


Requirements of non-profits

1. Activities should be directed towards (tax-exempt) purpose 
that serve a public interest, not a private interest

2. Lobbying activities are allowed but cannot be “substantial” 
(“expenditure test”)

3. Prohibited from directly or indirectly participating in any 
political campaign

4. Cannot generate too much income from activities unrelated 
to the exempt function of non-profit organization

5. Annual reporting obligation and must operate “in accord 
with stated (tax-exempt) purpose”



Existing economic theories of non-profits

• Non-profits are simply “for-profits in disguise”

• Mechanism for entrepreneurs to express altruistic preferences 
(“pure altruism”)

• Non-profits represent a cooperative effort by key employees 
to gain control of the organization (e.g., non-profit hospitals as 
“physician cooperatives”)

• Non-profits represent a strategic response to non-contractible 
quality (e.g., non-profits can “signal” an interest in quality over 
profits)



Broader non-profit trends

• Over the last several decades, non-profits have grown as a 
share of economy, increasing from 1% to 6% of GDP

[Non-profit firms are quite common in both healthcare and 
education, which are both growing as a share of GDP]

• In consumer banking, non-profit banks are typically organized 
as credit unions (CUs), which are a large (and growing) share 
of the consumer banking sector:
• 26% of personal loans
• 13% of mortgages
• 25% of auto loans



[Aside] Non-profit credit unions (CUs)

• (Former Chicago Booth PhD student) Andrés Shahidinejad
finds in his dissertation that CUs charge lower interest rates, 
price in less risk-sensitive ways, and are less likely to resell 
originated mortgages to the secondary market

• He also finds “banking with a CU” causes consumers to have 
fewer unpaid bills, higher credit scores, and a lower risk of 
bankruptcy.

• He concludes that his empirical evidence goes against the 
view that CUs are simply “for-profits in disguise”

https://bpb-us-w2.wpmucdn.com/sites.northeastern.edu/dist/6/2602/files/2023/04/BCU_v3.pdf

https://bpb-us-w2.wpmucdn.com/sites.northeastern.edu/dist/6/2602/files/2023/04/BCU_v3.pdf


[Review] DRG-based reimbursement

• DRG = diagnosis-related group (e.g., “pneumonia”)

• Large Medicare reform in 1983 shifted from 
[retrospective] fee-for-service reimbursement to 
[prospective] lump-sum DRG-based reimbursement

• At first, ~500 DRGs; by 2008, expanded to ~750 DRGs



[Review] DRG-based reimbursement

Many studies have found that this major reform led to a remarkable 
and sudden drop in number of days that Medicare patients spent in 
the hospital (figure below from Gross-Noto textbook)



Upcoding DRGs in for-profit vs. non-profit hospitals

• Upcoding refers to the strategic response to provider 
payments based on diagnosis codes (DRGs)

• Can look at trends in upcoding as changes in share of 
pneumonia diagnoses coded as more-complex case (Gram-
negative versus Gram-positive)

• Key idea: as long as physicians reasonably suspected Gram-
negative pneumonia, upcoding patients is a profit-enhancing 
strategy

• Silverman and Skinner JHE 2004 write: “For upcoding to occur, 
administrators must be willing to engage in risky but 
potentially profitable behavior, and physicians must acquiesce 
by approving (and, until 1995, signing) the DRG claims 
submitted by hospital to Medicare”



Upcoding in for-profit vs. non-profit hospitals



Upcoding in for-profit vs. non-profit hospitals

• Reimbursement for Gram-positive pneumonia was $6,000 
(versus $8,000 for Gram-negative)

• Risky strategy! In 1996, DOJ investigated the practice and sued 
hospitals

• Similar behavior observed today in Medicare Advantage 
(relative to traditional Medicare)

• Additional anecdotal evidence in the Silverman-Skinner paper: 
“When one formerly non-profit hospital was purchased by 
Columbia [for-profit hospital chain now called HCA], within 
a year the percentage of pneumonia patients with the 
most expensive DRG jumped from 31 to 76%”

[ Source: https://linkinghub.elsevier.com/retrieve/pii/S0167629603001206 ]

https://linkinghub.elsevier.com/retrieve/pii/S0167629603001206


Hospital responses to payment changes
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Hospital responses to payment changes



BCBS plans converting from non-profit to for-profit

• Blue Cross and Blue Shield merged in 1982 [BCBS]

• Congress revoked BCBS federal tax exemption as part of 1986 
TRA

• Between 1994 and 2003, 14 BCBS plans converted to for-profit 
stock corporations

• Many plans cited access to equity capital markets as “key 
driver” of their desire to convert

• Policy concern that conversions would ultimately produce 
premium increases (and also concern over other factors like 
executive bonuses) 

[ Source: https://www.aeaweb.org/articles?id=10.1257/pol.20130370 ]

https://www.aeaweb.org/articles?id=10.1257/pol.20130370


Congress revoked BCBS federal tax exemption as part of 1986 TRA

The differences between Blue Cross-Blue Shield health insurance plans and 
commercial health insurers may not be great enough to justify Blue Cross-Blue 
Shield's tax-exempt status, the General Accounting Office has concluded

Blue Cross-Blue Shield and commercial insurers ‘offered similar, although limited, 
coverage to high-risk individuals.’ The report also said Blue Cross-Blue Shield and 
commercial insurers used similar pricing methods for most of their business and 
that Blue Cross's price-setting policies for high-risk individuals ‘have come to 
resemble’ those used by commercial insurers.

[ Source: https://www.nytimes.com/1986/07/04/us/blue-cross-tax-status-is-challenged.html ]

https://www.nytimes.com/1986/07/04/us/blue-cross-tax-status-is-challenged.html


BCBS plans converting from non-profit to for-profit

For-profit market share 



[Aside] Self-insured vs. Fully-insured employer plans
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[Aside] Self-insured vs. Fully-insured employer plans

• Risk-neutral firms maximize expected profits, and risk neutrality implies 
that firms are not willing to pay for insurance that reduces uncertainty 
in costs   =>   firms will “self-insure” and not pay risk premium to 
insurance company

• Longer run trend in self-insurance:
[1998] 40.9% of private-sector workers enrolled in self-insured plans

[2018] 58.7% of private-sector workers enrolled in self-insured plans

• Variation across states:
[CA] 43.4% of private-sector workers enrolled in self-insured plans
[OH] 72.0% of private-sector workers enrolled in self-insured plans



[Aside] Self-insured vs. Fully-insured employer plans



BCBS plans converting from non-profit to for-profit

For-profit market share 



BCBS plans converting from non-profit to for-profit

Notes: “high” and 
“low” refers to market 
concentration; “FI” 
and “SI” refers to 
fully-insured and self-
insured market 
segments



BCBS plans converting from non-profit to for-profit

• A very large share of large employers are self-insured, and 
market share of for-profit insurers is particularly high in self-
insured segment

• Dafny finds that the BCBS-conversion-induced increases in 
premiums did not lead to increases in the uninsurance rate, 
but did lead to increases in Medicaid enrollment

• [Noto’s note] The estimated increases in premiums may
partly reflect improvements in plan quality

• Today, non-profit insurers continue to express interest in 
converting into for-profit firms
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Background on uncompensated care

Hospitals in the US provide health care to the uninsured 
for a variety of reasons:

1. Emergency Medical Treatment and Active Labor Act 
(EMTALA)

2. Non-profit status

3. Medical ethics

Doctors are taught to be “good Samaritans” – doctors are 
taught to treat people in need regardless of their ability to 
pay



• As a result of EMTALA, when uninsured individuals visit 
hospitals needing emergency medical treatment, hospitals 
are required to treat those patients

• The hospital can seek payment, but many of the bills are left 
unpaid. The resulting care that hospitals provide without 
compensation is called uncompensated care

Total hospital uncompensated care is ~$40B-$50B a year, 
which is both a large share of Medicaid hospital spending 
(~30%) and a large share of hospital profits (~70%)

• Hospitals can (and often do) turn to collection agencies

[From Class #1] Unpaid medical bills are a large share of all 
unpaid   bills on consumer’s credit reports

EMTALA and unpaid medical bills



Background on uncompensated care

“People have access to health care in America.  
After all, you just go to an emergency room.”

- George W. Bush, July 2007

“Well, we do provide care for people who don’t have 
insurance. If someone has a heart attack, they don't 
sit in their apartment and die. We pick them up in 
an ambulance, and take them to the hospital, and 
give them care. And different states have different 
ways of providing for that care.”

- Mitt Romney, September 2012



• How does uncompensated care relate to health insurance?

• If an uninsured individual recognizes that they will get 
emergency medical treatment without having to pay for it, 
they might conclude that's almost as good as having formal 
insurance

• Economists use the term “Samaritan's dilemma” to describe 
this kind of situation

• Suppose the federal government would like to subsidize 
health insurance to make it affordable to everyone, but 
because the uninsured know they will be taken care of in an 
emergency, they may choose to remain uninsured even if 
they are offered very generous subsidies to purchase health 
insurance

Uncompensated care and the Samaritan’s dilemma



• Adverse selection is often cited as a rationale for 
government involvement in health insurance 
markets, and a justification for mandating 
individuals to purchase insurance

• The Samaritan’s dilemma is another distinct and 
potentially important rationale for health 
insurance mandates

The Samaritan’s dilemma



Out-of-pocket spending   [ Mahoney AER ]



Hospital financial aid   [ Mahoney AER ]



[Incidence]
Who ultimately pays for hospital uncompensated care?

“To pay for [uncompensated care], health care providers 
pass on the cost to private insurers, which pass on the 
cost to families.” 

- Text of Affordable Care Act

“Hospitals pass on the cost [of uncompensated care] to 
insurers through higher rates, and insurers, in turn, pass 
on the cost to policy holders in the form of higher 
premiums.”

- Chief Justice Roberts



Health insurance and hospital uncompensated care costs



Health insurance and hospital uncompensated care costs

Garthwaite, Gross, Notowidigdo AEJ-Applied 2018, “Hospitals as 
Insurers of Last Resort”

• Data use agreement with the American Hospital Association (AHA) 
to study previously confidential hospital-level financial data from 
1984-2011, including hospital-level uncompensated care costs
• Uncompensated care charges for every AHA hospital
• Adjust charges using hospital-specific cost-to-charge ratio  
• Adjust all financial outcomes to 2011 dollars

• AHA survey includes detailed financial and non-financial data (e.g., 
revenue, expenditures, admissions, beds, etc.)

• Main finding: Each uninsured persons costs hospitals 
approximately $800 each year



Hospital charges
Garthwaite, Gross, Notowidigdo AEJ-Applied 2018, “Hospitals as 
Insurers of Last Resort”

“Hospitals report charges rather than costs. A well-known problem in 
the study of hospital finance is the growing spread between the list 
price that hospitals charge for a service and the actual payments 
these facilities receive from private payers. As a result, charge-based 
measures of uncompensated care provide an inaccurate description 
of actual costs”

“For the main estimates, we calculate each hospital’s cost-to-charge 
ratio as its total expenses divided by the sum of gross patient revenue 
and other operating revenue, and we rely on the average of this 
measure across years for each hospital. This measure thus provides a 
way to translate hospital charges into an approximate measure of the 
average costs of the hospital.”







TennCare disenrollment in 2005



TennCare disenrollment in 2005



Within-state variation in TennCare disenrollment





[Aside] Alternative hospital market definitions

[Small] County, Health Service Area

[Medium] Commuting Zone

[Large] Hospital Referral Region

Source: https://graveja0.github.io/health-care-markets/
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“Hospitals as Insurers of Last Resort” – Additional findings

• Following a hospital closure, most of the uncompensated care 
provided by the closing hospital shows up at nearby hospitals in 
the same market (“spillover effect”)

• Spillover effects are concentrated in non-profit hospitals (not at 
for-profit hospitals)

• Hospital operating profits decrease when the # of uninsured 
increase in local market [ ↓ profits is evidence against “cost-
shifting” to privately-insured patients ] 

• Results suggest that state decisions not to expand Medicaid 
achieve savings for the government at the expense of hospitals 
and that the incidence of uncompensated care falls primarily on 
hospitals



“Hospitals as Insurers of Last Resort” – Additional findings

“Memorial officials say they fear that if St. Elizabeth’s moves, 
their Belleville hospital will be overwhelmed and will get most 
of the area’s uninsured and Medicaid patients.”

- The Atlantic, April 2015



“Hospitals as Insurers of Last Resort” – Additional findings

“HCA	decided	not	to	treat	patients	who	came	in	with	non-urgent	
conditions,	like	a	cold	or	the	flu	or	even	a	sprained	wrist,	unless	those	patients	
paid	in	advance	…	about	1.3	percent,	‘chose	to	seek	alternative	care	options.’”

- New	York	Times,	2012

“Led	by	the	Nashville-based	HCA,	a	growing	number	of	hospitals	have	
implemented	the	pay-first	policy	in	an	effort	to	divert	patients	with	routine	
illnesses	from	the	ER	after	they	undergo	a	federally	required	screening.”

-Washington	Post,	2012



“Hospitals as Insurers of Last Resort” – political economy

• Hospital uncompensated care costs may help understand the political 
economy of Medicaid program

• Some economists and political scientists believe that means-tested 
programs are not politically viable; i.e., “a program for the poor is a 
poor program” (McElvaine 1984)

• Cash welfare in the U.S. did not survive in the 1990s, and SNAP 
generosity reduced recently (+ work requirements). By contrast, 
Medicaid (absent a few isolated disenrollments) has only grown in 
size over time

• We speculate: “A unique aspect of Medicaid is that it directly benefits 
not only the citizens it covers, but also the hospitals they visit. Since 
hospitals are an important political force, the factors requiring 
hospitals to provide uncompensated care may contribute to 
Medicaid’s long-term political stability.”
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Cost-shifting in hospitals

• Hospital has flexible capacity to serve uninsured patients & 
privately-insured patients (i.e., no fixed costs, constant 
marginal costs of $500 for uninsured patients and $2,000 
for privately-insured patients)

• 100 patients are uninsured and need to be treated due to 
EMTALA. They received uncompensated care from the 
hospital.

• Market demand from privately-insured patients is given by 
inverse demand: P = 5000 – Q

Question: What is the optimal (profit-maximizing) number of 
privately-insured patients served by hospital?



Cost-shifting in hospitals

Profits for the hospital from serving Q privately-insured 
patients and N uninsured patients:

max   Q * (5000 – Q) – 2000 * Q – N * 500
Q

MR = 5000 – 2Q

MC = 2000

Q* = 1500,  P* = $3500

Result: With “separable” uncompensated care costs (e.g., 
constant marginal costs is sufficient), then there is no 
cost-shifting from the uninsured to the privately insured



Cost-shifting in hospitals – Medicaid/Medicare payments

Source: theincidentaleconomist.com/wordpress/cost-shifting-theory-under-profit-maximization-part-1/

https://theincidentaleconomist.com/wordpress/cost-shifting-theory-under-profit-maximization-part-1/


Cost-shifting in hospitals – Medicaid/Medicare payments

Source: theincidentaleconomist.com/wordpress/cost-shifting-theory-under-profit-maximization-part-1/

https://theincidentaleconomist.com/wordpress/cost-shifting-theory-under-profit-maximization-part-1/


Cost-shifting in hospitals – Medicaid/Medicare payments

Source: theincidentaleconomist.com/wordpress/cost-shifting-theory-under-profit-maximization-part-1/

https://theincidentaleconomist.com/wordpress/cost-shifting-theory-under-profit-maximization-part-1/
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Cost-shifting in hospitals



Conclusions
• In the U.S., most hospitals are non-profit hospitals

• In some ways, non-profit hospitals behave like “for-profits in 
disguise”, but there are also many exceptions:

• DRG-based “upcoding”

• Length-of-stay responses to Medicare payment change

• Uncompensated care cost responses to hospital closures

• Uncompensated care may “crowd out” the demand for formal 
health insurance

• The Samaritan’s Dilemma provides a distinct rationale for 
insurance mandates

• There is considerable amount of empirical against “cost-shifting” 
in hospitals, but many hospital executives continue to believe that 
it occurs (see reading list!)



Conclusions
• In the U.S., most hospitals are non-profit hospitals

• In some ways, non-profit hospitals behave like “for-profits in 
disguise”, but there are also many exceptions:

• DRG-based “upcoding”

• Length-of-stay responses to Medicare payment change

• Uncompensated care cost responses to hospital closures

• Uncompensated care may “crowd out” the demand for formal 
health insurance

• The Samaritan’s Dilemma provides a distinct rationale for 
insurance mandates

• There is considerable amount of empirical against “cost-shifting” 
in hospitals, but many hospital executives continue to believe that 
it occurs (see reading list!) Thanks!
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Gartwaite et al. AEJ-Applied: Data

• Data use agreement with AHA to use previously confidential 

hospital-level financial data from 1984-2011

• Uncompensated care charges for every AHA hospital

• Adjust charges using hospital-specific cost-to-charge ratio  

• Adjust all financial outcomes to 2011 dollars

• AHA survey also includes rich financial and non-financial data 

(e.g., revenue, expenditures, admissions, beds, etc.)

• Use March CPS to determine the insurance status and for 

socioeconomic covariates
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“[e]verybody in the state of Tennessee knows 
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bronze package, not the platinum 
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- Governor Phil Bredesen (D-TN), 2002
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enrollees are taken off  
program. 
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Figure 1: Quarterly Medicaid Enrollment in Tennessee
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Note: This figure presents enrollment numbers reported in TennCare quarterly 
reports. Tennessee dis-enrolled most of  those in the Uninsured and Uninsurable 
program in the last quarter of  2005.





Gartwaite et al. AEJ-Applied: Spillovers from hospital closures
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0 Requirements of non-profits

1. Activities should be directed towards (tax-exempt) purpose that 
serve a public interest, not a private interest

2. Lobbying activities allowed but cannot be “substantial” 
(“expenditure test”)

3. Prohibited from directly or indirectly participating in any political 
campaign

4. Cannot generate too much income from activities unrelated to 
the exempt function of non-profit organization

5. Annual reporting obligation and must operate “in accord with 
stated (tax-exempt) purpose”



1
0
1 Lobbying “expenditure test”



1
0
2 501(c)(3) versus 501(c)(6) non-profits

• Advocacy organizations can organize as 501(c)(6) organizations 
which are non-profit organizations that are allowed unlimited 
amounts of lobbying

• These organizations can advocate for common interests, but 
contributions are not considered charitable donations (and thus 
donations do not get same preferential tax treatment)

• For example, American Hospital Association, which is 501(c)(6) 
can advocate on behalf of non-profit hospitals, which are 
501(c)(3) non-profits and thus face lobbying restrictions



Hospitals as “Insurers of Last Resort”
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Learning-by-doing making cars (Levitt et al. JPE)



Learning-by-doing making cars (Levitt et al. JPE)



Treatment decisions after a heart attack

• Acute myocardial infarction (AMI) -- or “heart attack” -- is the 
primary manifestation of cardiovascular disease

• Cardiovascular disease is the leading cause of death in the US

• Post-AMI mortality is high (one-year survival rate in Medicare 
data is ~70 percent)

• AMI is an acute condition requiring immediate treatment

• Doctors must choose between “intensive” and “nonintensive” 
treatments in order to restore blood flow to the coronary 
arteries:

1. [intensive] cardiac catheterization, angioplasty, bypass 
surgery

2. [nonintensive] medical therapies such as thrombolysis



AMI treatment decision [Chandra-Staiger JPE Roy model]



Learning-by-doing and specialization



Variables that predict AMI treatment



Effect of catheterization on survival



Effect of catheterization on survival



Effect of catheterization on survival



Effect of catheterization by HRR



Identifying Inefficiency (Overuse and Underuse)

• Chandra-Staiger QJE 2020 extend Roy model from earlier work 
to distinguish overuse and underuse from differences in 
expertise
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Identifying Inefficiency (Overuse and Underuse)

• Chandra-Staiger QJE 2020 extend Roy model from earlier work 
to distinguish overuse and underuse from differences in 
expertise
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Identifying Inefficiency (Overuse and Underuse)



Cardiac catherization as a diagnostic test

• The previous slides have focused on the “intensive versus 
nonintensive” treatment decision following a heart attack

• We can also think about the doctors as having access to 
tests to determine the appropriate treatment decision

• Example: Patient arrives in the ER complaining of chest 
pain; ER doctors can do tests to determine whether there is 
a new blockage

• Before any intensive treatment is done, some combination 
of several tests are typically carried out: ECG, troponin (lab 
test), stress testing, and cardiac catheterization

Question: Are doctors over-testing a lot, under-testing a lot, 
neither, or both? (Another kind of overuse/underuse)



When to do (costly and imperfect) tests

• Testing can provide information about the most 
appropriate treatment decision

• The value of a test is directly related to the value of the 
information it can provide

• If you already know the outcome of the test, then the 
test is not providing information (maybe it’s 
“confirming” what you already know, but it’s not going 
to change the treatment)

• Many tests in medicine are imperfect, with both false 
positives and false negatives



Classifying results from imperfect tests

Suppose there is a test T, and the test has a false positive rate of 
p and a true positive rate of q. This implies that the false negative 
rate is 1-q and the true negative rate is 1-p

Sensitivity: q = TP / (TP + FN)
Specificity: 1-p = TN / (FP + TN)
Positive predicted value: TP / (TP + FP)
= q * prevalence / (q * prevalence + p * (1 - prevalence))



Classifying results from imperfect tests

Suppose there is a test T, and the test has a false positive rate of 
p and a true positive rate of q. This implies that the false negative 
rate is 1-q and the true negative rate is 1-p

Sensitivity: q = TP / (TP + FN)
Specificity: 1-p = TN / (FP + TN)
Positive predicted value: TP / (TP + FP)
= q * prevalence / (q * prevalence + p * (1 - prevalence))

Example: COVID-19 rapid 
tests have fairly high 
specificity (88%-96%), but 
possibly very low 
sensitivity (36%-96%)



Surveillance testing

2,000 students tested using rapid test, and 20 actually have 
COVID
Assume q = 0.65, 1-p = 0.90
How many test positive?
What is the positive predicted value?
How many true positives are “missed”?



Surveillance testing

2,000 students tested using rapid test, and 20 actually have 
COVID
Assume q = 0.65, 1-p = 0.90
How many test positive? 13
What is the positive predicted value? 13/(13+198) = 0.06
How many true positives are “missed”? 7



Surveillance testing

2,000 students tested using rapid test, and 20 actually have 
COVID
Assume q = 0.65, 1-p = 0.90 0.99
How many test positive?
What is the positive predicted value?
How many true positives are “missed”?



Surveillance testing

2,000 students tested using rapid test, and 20 actually have 
COVID
Assume q = 0.65, 1-p = 0.90 0.99
How many test positive? 13
What is the positive predicted value? 13/(13+20) = 0.40
How many true positives are “missed”? 7



Coronary angiogram imaging tests (CTCA)

• Coronary angiogram imaging tests (CTCA) have very(!) high 
specificity and sensitivity (~99%)

• Thus, coronary angiograms are very valuable diagnostic 
tools (but they are more expensive than COVID-19 tests!)

• We will say a test has a “high yield” if the probability that it 
detects a blockage is high; otherwise it is “low yield”

• We will say doctors are over-testing if we can find groups 
where we can predict their negative test result with very 
high confidence

• We will say doctors are under-testing if we can find groups 
who are not tested and who later experience adverse 
health outcomes



Using machine learning to study over-testing and under-
testing

• Mullainathan and Obermeyer QJE 2023 use a machine 
learning model that starts with 16,405 patient 
characteristics: patient demographics; all diagnoses, 
procedures, lab results, vital signs measured anytime over 
last 2 years prior to an ED visit; all symptoms recorded at 
ED triage desk at start of visit

• Authors conclude that the machine learning model can 
reliably predict negative tests a large share of the time 
(they claim they can get rid of 62% of tests at a $150,000 
QALY threshold)

• They conclude that eliminating “stress testing” altogether 
would achieve large savings, as well



[Review] What’s a QALY?

• QALY = Quality-adjusted life year

• Used in cost-benefit analysis

• 1 QALY = 1 year in perfect health

• Related to VSLY (Value of a statistical life-year), but accounts 
for both changes in length of life and quality of life

• In some high-income countries (UK, Netherlands), QALYs 
used to allocate healthcare resources and determine cost-
effectiveness of new treatments

• Congress banned use of QALYs in Medicare around the same 
time the “death panel” misinformation campaign was being 
carried out during Obamacare policy debate

Source: https://en.wikipedia.org/wiki/Quality-adjusted_life_year

https://en.wikipedia.org/wiki/Quality-adjusted_life_year


Summary of machine learning process
1. Collect data and split data into training data and 

“hold-out” sample

2. Use statistical [machine learning] model to select 
variables that best predict risk of blockage using the 
training data

3. Use “hold-out” sample to evaluate model (after 
training and validation)



Using machine learning to study over-testing and under-testing



Using machine learning to study over-testing and under-testing



Doctors’ decisions are based on a “sparse” model compared to 
the machine learning algorithm



Doctors’ decisions put too much weight on salient symptoms like 
“chest pain”



Using machine learning to study over-testing and under-testing

1. Mullainathan and Obermeyer (2021) present very 
convincing evidence that many stress tests and cardiac 
catheterizations are simple unnecessary (over-testing)

In many cases, a machine learning algorithm can predict 
negative test result with a very high degree of accuracy

2. It looks like doctors put too much weight on salient 
symptoms like “chest pain”, which are not very predictive 
without other indications of blockage

3. Angiograms are very accurate, but they are very expensive. 
Using a machine learning algorithm to recommend against 
testing when the expected yield is very very low can 
achieve large amount of savings at negligible risk



Using machine learning to study over-testing and under-testing



Using machine learning to study over-testing and under-testing

1. Mullainathan and Obermeyer also find evidence of under-
testing: their machine learning algorithm identifies patients 
with high predicted risk of blockage but get no ECG, no 
troponin, no CTCA

2. This “unsuspected and untested” group ends up having 
adverse events at a “too high” rate; i.e., much more likely to 
have adverse events within 30 days such as later diagnosis of 
blockage, arrhythmia, and even death

3. Bottom line: overall, doctors do pretty well making high-
stakes testing decisions and treatment decisions in real time, 
but there may be cases where expert software systems (e.g., 
machine learning algorithms) can help “nudge” doctors to 
make even better choices

4. Figuring out how to combine best of both worlds is the “work 
of the future”



Preparing for the work of the future

Source: https://www.povertyactionlab.org/sites/default/files/documents/work-of-the-
future-literature-review-4.2.19.pdf

https://www.povertyactionlab.org/sites/default/files/documents/work-of-the-future-literature-review-4.2.19.pdf


ACOG clinical guidelines



ACOG clinical guidelines



Conclusions

1. Learning-by-doing can lead to specialization and 
differences in treatment choices across areas

2. Health economists have applied Roy models (often applied 
to labor market) to study doctor decision-making (testing 
decisions, treatment decisions); this has helped distinguish 
inefficient over-use and under-use from differences in 
expertise (comparative advantage)

3. More recently, these approaches have been extended to 
compare doctor decision-making to machine learning 
models

4. Lots of opportunities for future work figuring out how to 
get doctors to adopt and trust expert systems and improve 
machine-human interactions



Decision-making and race (Gentzkow NBER discussion)
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Decision-making and race (Gentzkow NBER discussion)
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Inequality in health outcomes

• Income and education are strongly correlated with health 
outcomes in the US

• Back in 1980, men in the US with incomes in the top 5 
percent lived 25% longer than men with incomes in the 
bottom 5 percent

• Researchers have observed “gradients” between health 
outcomes and income, wealth, education, and social class in 
high-income countries all around the world, even in 
countries with relatively egalitarian healthcare systems like 
Sweden



Health gradients and health disparities [Gross-Noto book]
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Health inequality trends
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Black-White differences in mortality rates
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Black-White differences in mortality rates



What causes the health-wealth gradient?

Correlation, or causation? If it’s causal, is it the…

• Causal effect of income on health? (e.g., higher incomes lead to 
better access to health care)

• Causal effect of health on income? (e.g., ability to earn income may 
be limited by poor health)

• Causal effect of education on health? (e.g., more education provides 
more information about how to produce good health)

• Causal effect of social status and/or income rank on health? (e.g., 
higher social status leads to greater “sense of control” which is good 
for health)

• Result of joint determination of health and wealth through other 
factors (e.g., parental behaviors jointly affect children’s health and 
income)



Causal Effect of Wealth on Health
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2 Causal Effect of Wealth on Health



Causal effect of wealth on health



New perspective on health gradient: Intrafamily expertise



Health disparities in Sweden by income rank



Health disparities: Sweden versus US
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Having a Health Professional in the Family
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Infant mortality   [Chen-Oster-Williams AEJ-Policy]
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Infant mortality   [Chen-Oster-Williams AEJ-Policy]



Infant mortality

“[T]he US neonatal mortality disadvantage is quantitatively small and 
appears to be fully explained by differences in conditions at birth. By contrast, 
the US has a substantial disadvantage relative to Finland and Austria in the 
postneonatal period even in our comparably reported sample and even 
conditional on circumstances at birth. 

… 

“Importantly, this excess postneonatal mortality does not appear to be driven 
by the US delaying potential neonatal deaths: the postneonatal disadvantage 
appears even among normal birth weight infants and those with high 
APGAR scores.

… 

“We document that the US postneonatal disadvantage is driven almost entirely 
by excess mortality among individuals of lower socioeconomic status. We show 
that infants born to white, college-educated, married women in the US have 
mortality rates that are essentially indistinguishable from a similar 
advantaged demographic in Austria and Finland.”



Infant mortality (more recent evidence)

Source: https://www.nytimes.com/interactive/2023/02/12/upshot/child-maternal-mortality-rich-poor.html

https://www.nytimes.com/interactive/2023/02/12/upshot/child-maternal-mortality-rich-poor.html


Nurse-Family Partnership

Source: www.povertyactionlab.org/initiative-project/randomized-evaluation-nurse-family-partnership

http://www.povertyactionlab.org/initiative-project/randomized-evaluation-nurse-family-partnership


Nurse-Family Partnership

Source: https://www.povertyactionlab.org/evaluation/impact-nurse-home-visiting-program-maternal-and-
early-childhood-outcomes-united-states

https://www.povertyactionlab.org/evaluation/impact-nurse-home-visiting-program-maternal-and-early-childhood-outcomes-united-states


Nurse-Family Partnership: RCT results

Source: https://www.povertyactionlab.org/evaluation/impact-nurse-home-visiting-program-maternal-and-
early-childhood-outcomes-united-states

https://www.povertyactionlab.org/evaluation/impact-nurse-home-visiting-program-maternal-and-early-childhood-outcomes-united-states
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Medical mistrust

• Today, medical mistrust is particularly heightened among Black men: 
“Black men exhibit higher levels of medical mistrust and this is 
correlated with reduced probabilities of routine, preventive, and early-
stage disease care”

• Brandon et al. (2005) surveyed adults in 3 large US cities and found 
that a majority of Black respondents with knowledge of the Tuskegee 
Study believed that researchers had injected men with syphilis

• Thomas and Quinn (1991): “The belief that AIDS is a form of genocide 
is rooted in a social context in which Black Americans … believe in 
conspiracy theories about Whites against Blacks. … An open and 
honest discussion of the Tuskegee Syphilis Study can facilitate the 
process of rebuilding trust between the Black community and public 
health authorities”



Tuskegee Study

• Designed to study the course of untreated syphilis in Black 
men in the US

• ~600 men recruited using incentives (free physical exams, hot 
meals, stipends paid to survivors) and were followed passively 
for ~40 years

• Public disclosure of study in 1972 “continues to cast a long 
shadow over the relationship between African-Americans and 
the biomedical professions”

• Alsan-Wannamaker QJE paper evaluates the hypothesis that 
the public disclosure of the Tuskegee Study affected health of 
Black men by creating long-lasting medical mistrust



Medical mistrust



Tuskegee Study



Black medical doctors and preventive care
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Black medical doctors and preventive care







Hotspotting experiment
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Food-as-Medicine Program

Source: https://health.gov/our-work/nutrition-physical-activity/food-medicine

https://health.gov/our-work/nutrition-physical-activity/food-medicine


Food-as-Medicine Program

Source: https://health.gov/our-work/nutrition-physical-activity/food-medicine

https://health.gov/our-work/nutrition-physical-activity/food-medicine


Food-as-Medicine Program

Source: https://health.gov/our-work/nutrition-physical-activity/food-medicine

https://health.gov/our-work/nutrition-physical-activity/food-medicine


Food-as-Medicine Program

Source: https://health.gov/our-work/nutrition-physical-activity/food-medicine

Conclusion: “Programs targeted to individuals with elevated 
biomarkers require a control group to demonstrate effectiveness to 
account for improvements that occur without the intervention. 
Additional research is needed to design food-as-medicine programs 
that improve health.”

https://health.gov/our-work/nutrition-physical-activity/food-medicine


Conclusions

• Large health disparities and health “gradients” in the US and 
many other countries, and I think the evidence points against 
the gradients arising primarily from the causal effect of wealth 

or income on health

• Growing amount of work on “Social Determinants of Health”, 
but many promising programs (NFP, hotspotting, food-as-
medicine) have not looked as promising after being subjected 
to rigorous RCTs – more research and more experiments are 

needed!

• The “gradients” by race, education, and income matter for 
social welfare. Paraphrasing Lucas, “once you start thinking 
about mortality, it’s hard to think about anything else”



Bonus slides
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Almond, Chay, Greenstone – The Civil Rights Act 
and Black-White Convergence in IMR

In 1965, 40 African American infants died for every 1,000 
born in the U.S. – a rate comparable to current levels in India or 
Iran. Over the next ten years, the infant mortality rate among 
U.S. blacks fell to 24 per thousand. Among black infants born 
in 1975, roughly 7,000 more babies survived to age 1 than if  
the pre-1965 trend had continued. Further, the gap between 
black and white infant mortality rates (IMR) narrowed 
substantially during the late 1960s and early 1970s (Figure 1a). 
Indeed, these years comprise the sole period of  large reductions in 
the black-white infant mortality gap since World War II



Almond, Chay, Greenstone – The Civil Rights Act 
and Black-White Convergence in IMR

• Hospital payments under Medicare were conditioned 
on elimination of  “whites-only” hospitals.  Financial 
leverage led to large increases in access to care for 
blacks.

• Most compelling results in paper come from detailed 
case study on Mississippi, where hospitals were slow to 
integrate despite the financial incentive to do so.  Leads 
to sharp “event study” analysis.
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and Black-White Convergence in IMR


	Class 1
	Class 4
	Class 5
	Class 7

