CIRJE-J197

Health Economics ~DE#F : —AKN - AHE: - #h EEC
- AR = - AR [ EBERE - BUKE]
DEFEZF LT

S PN N S T
B

2008 /£ 7 A

CIREE T 4 AH v arX—nR—D%< X
UTOHA R bR TAFRRTT,
http://www.e.u-tokyo.ac.jp/cirje/research/03research02dp_j.html

IOT 4 ATy v ay s R=_=F, N TOFNMRICET 272D OREH DB H Db
XERTHD, HEHEOKFRUICHHA - HET D5 LFELEI LR,



Health Economics ~D#fF : AR - HFE - L EED -

R = - EREARR [FEEE BEREFE - BORE] oFFz .0

July 2008

ZHmIrE ORI FRZEBERE T A e R %)

Email: miwa@e.u-tokyo.ac.jp



mailto:miwa@e.u-tokyo.ac.jp

An Invitation to Health Economics: A Review Essay
Ryu Niki, Shigeru Tanaka, Naoki Ikegami, Shuzo Nishimura, and
Hisao Endo eds. Koza Iryokeizai-Seisakugaku (Lecture Series on Health
Economy and Health Policy Research) Tokyo: Keiso-shobo, 2005-2007

abstract

This is an invitation to the field of health economics, for those who have
followed the literature in Japan, for those interested in health-care policy issues, and
especially for professionals in the medical field. I particularly welcome readers who
wonder why the Japanese government has been so reluctant to adopt incentive reforms
which apparently would cut costs without dramatically cutting service quality.

The Japanese expression “iryo-keizaigaku’ literally means “health economics”
or “the economics of medical care”. As practiced, however, iryo-keizaigaku has almost no
relationship to the rapidly growing applied microeconomic field of health economics.
Instead, the Japanese fields of iryo-keizaigaku and iryoseisaku kenkyu (literally, health
policy research) have a long and independent history. In the current debate over health
spending and the putative health-care “crisis,” scholars in this tradition have obtained a
wide public support. Yet they -- as well as the bureaucrats and public commentators
working in the tradition -- are strongly hostile to standard microeconomics. Naturally,
they are hostile to the field of health economics as well. Unfortunately, this hostility
toward basic economic principles among the writers in the field will impoverish public
debate and lead to bad policy.

The leaders in this field have now published a six-volume series on
Iryo-keizaigaku, which captures the substance of their achievement. In this review
essay, I first (Sections II~V) critically review this lecture series, and explain its
independence from standard health economics. Partly because of its independence, the
lecture series pays little attention to several of the most basic aspects of health care.
Section VI discusses four such issues. I conclude (Sections VII and VIII) with an
invitation to health economics, and add several basic instructions to potential readers
and potential entrants to this field. I suggest that they proceed directly to health

economics proper, and not waste time and energy in studying iryo-keizaigaku.
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Managed care

FEICB T 2 5AEOBEICKIET 2008, i, fifhsFoEfls, TO—RELTO
BHEREFT OEEORE L - ERTH DL, ZNEZRET HF— 7 — D 1 2% managed care
ThHdH™, BIEIORZIZHI LizFeachem et al. [2002]23NHS & bz U TR BRI
performance# 8L L T\ 5 & L 7-Kaizer PermanentelZmanaged care D R {EHI(FETH
572,

Bt O RAEL A &2 54895 managed care (B DA FE ZHEL T, AV O - 758
WL SELMET L TEL, BADERV AT LOBIREASRIZOVWTEZDIEDEE L
LTRALEZLSFTENSZNEAS D,

BANE, EBFET—E AT OREEZ R T N 0TWIRTH L, ZHETICERY i

T BEF 5 ffHZ B RIZIL managed care, ¥ X — Y R 7 E W) REUI R 7= 5700, [ITH,
OREOEFGIEL L O < DBV T, [RERE#RE] &V O BEEEAIZTRY BT
ODNDL IR TETCND] EWVWIHXETIHE D, [ 2] 5F 8 & TRMREHEETRIL A
DY - BUK T (B, 2005) CIXEHCEE T 2 imA 2558 & 3525, (T2 H managed
care &\ ) REL~DOF KT ([FEE 2] NILA X bEETH D), LG - B FHH[2003]
DFEISHEDLA MU (XY FrT7 LIEROE] Tho,

72 The Kaizer-Permanente HMO (health maintenance organization) system & FE(E1 5,
Kaizer system @ X 912 H HIbi & A 3 5 HMO % Kaizer-model HMOs & 5 (Folland
et al., 2007, p.248),
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TR )45 R S D ESE A — B A TG ORHE-S T Lok & 4721, Berndt et al. [2001, p.146]
\Z & %, Moral hazard and principal-agent problem ® /7% medical-care 43 TEHZE
ThH D Z & DIl & RBNTRT oD LD TH %,

The extent to which medical care services differ from other services can be
illustrated by considering a hypothetical transaction in a restaurant. Suppose an
individual places an order for a particular set of items on the menu, and then leaves.
Another person enters the restaurant, sits down at a table, eats the meal that was
ordered, and then leaves. Finally, a third person comes in and pays for the meal. In

medical care, these three persons are the physician, the patient, and the insurer.

Folland et al. [2007]iZ Chapter 12. Managed Care ® T EEH/ TR DAL HlrRrd 5
(pp.241-42),

Suppose that rather than health care insurance, employers provided food and
clothing (F&C) insurance for their workers. A “fee-for-service” F&C plan would
allow the consumers to purchase their food and clothing at any merchant they
choose, and would reimburse the consumers subject to coinsurance and deductibles.
A consumer facing a 20 percent coinsurance rate could purchase filet mignon for $20
per pound and have the insurer pay $16 per pound, or 80 percent of the price.
Another consumer could purchase designer athletic shoes for $200 and have the
insurer pay $160, again 80 percent of the price. Consumers would likely buy more
(or more expensive) filet mignon or athletic shoes than if they had to pay the full
amount themselves. The market effect of such plans would likely cause consumers
and their insurers to worry about F&C cost and expenditure inflation.

Suppose that in response to the perceived high costs of food and clothing, a
group of consumers and their employers organized and offered a “managed F&C”
plan. In this plan, members (consumers and the employers) would pay a fixed
amount per person per month into the plan for food and clothing, presumably less
than they were paying (together) under the fee-for-service plan. In return for this
reduced cost plan, the consumers would be limited to shopping at a single shopping
center with which plan managers had negotiated lower prices for food and clothing.
Moreover, the plan managers could limit the types of goods purchased (no filet
mignon) and might attempt to curb total consumer expenditures. It is likely that at

least some consumers would find such a plan attractive due to its lower costs.
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\ZMedicare beneficiaries?® 12%. Medicaid beneficiaries® 39% 2 MAL7), X HIZ,
1980 LI, A F VA, AT, RV A RTZ 2GR0 DPOEBARIC
managed careDERZE AL, 7T 2 ADML ZOEAE T 5 E BN,

“Managed care dominates the United States health insurance marketplace.” & XV .,
“the nature of managed care plans varies tremendously across plans and the degree of
variation has been increasing over time” (Glied, 2000, pp.709, 711).7¢ Z L Z LD
managed care plan2iplan/lIAFIZFIH ARE72 h— B A DNEZ R L CIHES (HRR
H) ODXFEHENE D, Z07H, BIEF—EXORNFIIZETHY (DFD, W—HT
20N, ERETOIE AL - BEEN 2 B - fHam A NICB D D BRE R DE
Z L CARBNCER 2T 5, )7, LD EDOEREBA~bEBIZT 7 A TE5D
TiH <255,

Folland et al. [2007]i% Managed Care & B9 5 B OBRFIFFEIZEE L2HiC, ko
<FLL., &0bIFED 1 NEEE LT 5(p.244),

Analysts identify three particular mechanisms by which health insurance plans seek

to contain costs and/or improve quality of care:

1. Selective contracting, in which payers negotiate prices and contract selectively
with local providers such as physicians and hospitals.

2. Steering of enrollees to the selected providers.

3. Utilization review of the appropriateness of provider practices. This utilization
review may be prospective (in advance), concurrent (at the same time), or

retrospective (looking back).

7 Ll k. Glied [2000, pp.709-10], HMO, PPO 72 £IZ-2\»Tl& Folland et al. [2007,
pp.246-47] % [,

74 “The term managed care encompasses a diverse array of institutional arrangements.
There is no single broadly accepted definition of the term nor do any existing definitions
persuasively distinguish managed care from other types of health insurance” (Glied.
2000, p.709).
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Unfortunately, though, the conclusions are of more than academic interest. The
conversations of classicists or of astronomers rarely affect the lives of other people.
Those of economists do so on a large scale. A well-known joke describes a May Day
parade through Red Square, with the usual mass of soldiers, guided missiles, rocket
launchers. At the last come rank upon rank of people in gray business suits. A
bystander asks, “Who are those?” “Aha!” comes the reply, “those are economists: you
have no idea what damage they can do!” Their conversations do it.

It is not merely the economists in Moscow or Washington who do damage. Even out
of range of congressmen and bureaucrats the way economists converse with each other
has effects. J. M. Keynes made the point in another remark trite among them: “The
ideas of economists and political philosophers, both when they are right and when
they are wrong, and more powerful than is commonly understood. Indeed, the world is
ruled by little else.... Madmen in authority, who hear voices in the air, are distilling

their frenzy from some academic scribbler a few years back.”
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