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Rush does not have health insurance. He self insures out of his 
$33,000,000 yearly income.  The hospital was a state run institution 
staffed by public servants.  Rush survived his heart attack and 
resumed his normal life. 

“The people here at 

Queen's Hospital could not 

have been better. I feel 

very, very fortunate. I have 

been treated to the best 

health care the world has 

to offer -- and that is right 

here in the United States of 

America.”  
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"I believe that the health care bill that was enacted by the 

current Congress will kill jobs in America, ruin the best health 

care system in the world, and bankrupt our country,"  

                        John Boehner, House Speaker, 2010, just after 

                        ACA was passed 

Boehner is not the first nor the only Republican to try to make us 

believe that the U.S. has the world's best health care system ….  

Well, those guys need to get out more. Out of the country, in fact. 

They need to travel to at least one of the many countries that are 

doing a much better job of delivering high quality care at much 

lower costs than the good old USA. 

   Wendell Potter, Retired Insurance Company Executive, 11/29/11 
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In the millennial edition of its World Health 

Report, in 2000, the World Health 

Organization published a study that 

compared the successes of the health care 

systems of 191 countries.  The results 

notoriously ranked the United States a 

dismal 37th, between Costa Rica and 

Slovenia.   The study was widely 

misrepresented , universally misunderstood 

and was, in fact, unhelpful in understanding 

the different outcomes across countries.  

Nonetheless, the result remains 

controversial a decade later, as policy 

makers argue about why the world’s most 

expensive health care system isn’t 

the world’s best.  
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Immediate Reaction to the WHR Health System Performance Report 

New York Times, June 21, 2000 
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Sustained Reaction to the WHR Health System Performance Report 

New York Times, August 12, 2007 
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Erroneous Reaction to the WHR Health System Performance Report 

No, it 

doesn’t. 

http://blogs.plos.org/neuroanthropology/2012/08/12/why-does-the-united-states-rank-so-badly-in-health/ 

August 12, 
2012 
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http://journals.cluteonline.com/index.php/AJHS/article/view/6758/6833 

Thoughtful Reaction to the WHR Health System Performance Report 

American Journal of Health Sciences, March, 2012 
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http://www.businessinsider.com/best-healthcare-systems-in-the-world-2012-6?op=1 

6/29/2012 
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So controversial were the results that the WHO 
declined to rank countries in their World Health 
Report 2010, but the debate has raged on. In 
that same year, a report from the 
Commonwealth Fund ranked seven developed 
countries on their health care performance — 
the US came dead last. 

No, they 

didn’t. 

It was 7 

years later. 

No, they 

didn’t. 

6/29/2012 
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Cross Country Comparison of Within Country Surveys 
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“World’s Best Health Care” 
 
  What is healthcare? 

 

  By what metric is a healthcare system ‘best,’ or 

   even ‘good?’ 

 

  It’s not the best because we spend the most 

    money on it. 

 

  What is the goal of public policy?  Is the goal to 

    achieve the best healthcare? 
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U.S. Life Expectancy 

A Standard Measure of Health Outcome:  Average Life Expectancy 

? 
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WHO used a common measure of health outcome:   
Disability Adjusted Life Expectancy (DALE) 
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





Life Expectancy: Highest 15 Countries, 2010 
Our starting point is DALE 

40 
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National Research 
Council and Institute of 
Medicine of the National 
Academies:  Pub. 2013. 

Life Expectancy at Birth, 1980-2006, U.S. vs. 16 OECD Countries 
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2010 OECD Data 
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It’s not all bad news. 
 
  The U.S. leads the world in health care research and cancer 
    treatment.  
 
  The five-year survival rate for breast cancer is higher in the U.S. 
    than in other OECD countries  
 
  Survival from colorectal cancer is also among the best. 
 
 
National Public Radio 
Health -- October 22, 2012 at 10:30 AM EDT  
Health Costs: How the U.S. Compares With Other Countries 
Jason Kane 
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  What is ‘health?’ 

  What is the overall goal of public health policy? 
          Provide as much health as possible and spend as little as 

            possible to provide it. 

          Spend as little as possible to provide an acceptable amount 

            of health. 

          Provide as much health as possible given the intended 

            amount of spending on health. 

  What are the policy levers?   

  Can they achieve the goals? 

  Maybe we are getting exactly what the policy 

     makers want. (Andrew Weil: Escape Fire, CNN, 

     3/10/13) 
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World Life Expectancies  (WHO data) 
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Obesity: Diet, Genetics, Exercise. 

               No public policy levers 

Infant Mortality: Narrow definition 

                           Not a policy priority 

300 Million People Worldwide.  
International Obesity Task Force: 
www.iotf.org 

Immunization: Obvious policy levers 

                         This is the policy, not the result. 

Alternative Measures of Health 
Care System Success 
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Mortality From Disease 

   Noncommunicable           Communicable 
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Prevalence of Diabetes Among Adults 20-29. 
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Probability of Survival to Age 50, Female at Birth 
U.S. and 20 Other Wealthy Countries 
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From WHR2000, p. 25 

What is the goal of the health care system? 
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The composite index is a weighted average of the five component goals 

specified above.  Country attainment on all five indicators were rescaled 

restricting them to the [0,1] interval.   Then, a weighted average was 

computed. 

 

Weights for the overall composite measure:  

 

    25% for health (DALE),  

    25% for health inequality,  

    12.5% for the level of responsiveness,  

    12.5% for the distribution of responsiveness 

    25% for fairness in financing.  

 

These weights are based on a survey carried out by WHO to elicit stated 

preferences of individuals in their relative valuations of the goals of the 

health system. 

 

(From the WHO Technical Report) 

WHO Composite Index 
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The World’s Best Health Care? 
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WHO defined an objective then ranked countries in attaining that objective. 

They defined 5 persuasively laudable goals of a health system and attached 

weights to the 5 components. 

They ranked countries in attainment of those goals. 

 

Was that actually the objective being pursued by the governments? By the 

U.S.?  Were those weights used in policies?    
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A Model of the Best a Country Could  

Do vs. what They Actually Do 
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The Best a Country Could Do vs. what They 

Actually Do – The U.S. Ranked 37th. 

From GPE Discussion Paper Number 30 
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The World’s Best Health Care? 

37 
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Life Expectancy 

Efficiency in 

Health Care 

Delivery 
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Per Capita GDP       Composite Index 

Life Expectancy Efficiency in Health Care Delivery 
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WHO Report Number 30 Did 

   Compare goal attainment across countries 

   Compare efficiency across countries 

 

WHO Report Number 30 Did Not 

   Connect life expectancy to efficiency 

   Rank quality of health care 

   State that the U.S. had the 37th best 

     healthcare in the world. 
 

Why did they focus on efficiency and not on 

goal attainment? 
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Given the fondness of ACA supporters for the Canadian and UK systems, it is worth 
noting that in the WHO rankings, Canada placed 30th, and UK 18th. Given further that 
the WHO study clearly emphasized equality and cost, areas where Canada and the UK 
enjoy clear advantages over the USA, the somewhat mediocre performances by Canada 
and the UK provoke two obvious questions:  
 
   In making wholesale changes to a health care system that placed 37th, does it make 
     sense to emulate a model that placed 30th, or even 18th?  
   What can be learned about best practices from the systems that out-performed not 
      only the USA, but also Canada and UK?  
 
In the ranking of the composite index, Canada ranked 7 and Britain ranked 9.  The 30 
and 18 related to efficiency, not goal attainment. 

Does it matter? 
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In the WHO rankings, Canada 
placed 30th, and UK 18th…  
 
In making wholesale changes to a 
health care system that placed 
37th, does it make sense to 
emulate a model that placed 30th, 
or even 18th?  

The 25 best healthcare 

systems in terms of 

COMPOSITE goal 

attainment. 
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    But a disturbing trend threatens future public health initiatives.  At the 
heart of successful public policy lies a shared, bipartisan assumption that 
science is trustworthy. Lately, politicians unashamedly issue proclamations 
tantamount to declaring: The world is flat; Climate change is a hoax; 
Vaccines cause autism; Intelligent design should be taught in biology class 
alongside evolution; The United States has the best health outcomes in the 
world.  
    In public health, knowledge is truly power. If politicians no longer agree 
that sound scientific knowledge is valid, our nation’s health will suffer for 
decades — or centuries — to come.  

ROBIN WEISS 
Baltimore, March 4, 2013  
The writer is a psychiatrist in private practice, a pediatrician and a former 
senior staff member at the Institute of Medicine.  
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The COMPOSITE Index Equation 
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β1 

β2 

β3 

α 

 

Estimated Model 
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This is ui. 
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Implications of results:  Increases in Health Expenditure and 
increases in Education are both associated with increases in 
health outcomes. 
These are the policy levers in the analysis! 
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Technical report number 29 

did the identical analysis 

with disability adjusted life 

expectancy (DALE). It was 

not reported in the WHR. 

Technical report number 30 

based on COMP was 

embedded in the WHR. 

59   



 United States Health Care System Performance  
60   



 United States Health Care System Performance  
61   



 United States Health Care System Performance  

The U.S. 
ranked 72 in 
its efficiency 
of delivering 
disability 
adjusted life 
years. 
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WHO made a political decision not to base the study 

on cost efficiency of delivering health goal attainment. 
 

Log(Expensei)  =   +  1 (logHealthOutcomei)  

                                  +  2 (logHealthOutcomei)
2  +  v 

 
We would need a benchmark for the worst you could 

do in delivering the healthcare that you actually 

delivered.   

 

You could be the U.S. 
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Performance = c/(b+c) 

A WHO Health Care Cost Based Performance Model 

Cost Efficiency = a/(a+b) 
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A meeting in New 
Orleans, 1/8/2001. 

“These findings have been questioned.”  What does that mean? 
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Different Methodology for Frontier Estimation 
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Zi1 = Gini measure of income inequality  

Zi2 = World Bank measure of freedom and democracy  

Zi3 = World Bank measure of government effectiveness 

Zi4 = Location in tropics or temperate climate 

Zi5 = Population density 

Zi6 = Public share of health care expenditures 

Zi7 = Per capita GDP 

Zi8 = World Bank region designation 

 

Are per capital health expenditure and education sufficient to explain the 

variation in health care attainment?  

These variables were observed by WHO but not used in the study. 

Observed Heterogeneity 
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Ignoring heterogeneity does not 

make it go away. 
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Distinguishing Between Heterogeneity 

and Inefficiency: Stochastic Frontier 

Analysis of the World Health 

Organization’s Panel Data on National 

Health Care Systems, Health 

Economics, 13, 2004, pp. 959-980. 
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Greene’s Aphorism: Ignoring heterogeneity does not make it go away. 
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    Noone knew what was actually ranked 
number 37.  Noone actually knows what 
‘best’ or ‘good’ healthcare is, or even 
what we mean by aggregate ‘healthcare.’   

 
But we all knew we didn’t like being 
ranked 37th. 

The World’s Best Health Care? 

72   



 United States Health Care System Performance  

Is Health Care a Normal Good? 
 
  The income elasticity of health expenditure exceeds 1.0 

 

    Newhouse 1.15 to 1.31.  

 

    Subsequent researchers using cross section and pooled time series- 

    cross section data sets obtained similar results.  

 

    Our own results based on the WHO data for 1997,  

    1.08 for the full sample and 1.23 for the OECD countries.  

 

  Do people want more healthcare as incomes rise? 

        o  Revelation of preferences 

        o  Sustained real increases in costs of delivering health care and 

            no ability to substitute away from health care. 

 

   Explains changes over time.  Does not explain static cost pattern in 

     the U.S.  
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Health Care Costs 
 
Two different problems  
that require different 
solutions. 
 
  Expenditure Level 
 
  Growth in Expenditures 
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• The cost of desired health care outcomes:  
The surgery requires professionals, capital, supplies, energy 
 

• Costs of unproductive health care purchases 
The cost of defensive medicine – redundant tests. Waste, fraud and abuse. 
 

• Transfers  
Transaction costs: Insurance, intermediaries, records, etc. etc. 

Economic rent: The 10,000% markup on Tylenol.  The enormous returns to 
investment in hospitals and in health insurance companies. 

The Level of Health Care Costs 
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Transaction Costs 

76   



 United States Health Care System Performance  
77   



 United States Health Care System Performance  

• Market Failures 
Information asymmetry 
Moral hazard 
Supply constraints (why is it so hard to get into medical 

school?) 
Regulatory capture. (Health care lobbying outpaces banking 

4 to 1.) 

• Unbalanced bargaining strength – the consumer has 
none.  Medicare and the VA have some. 

• Demand for an undesirable good 
No surplus 
No payoff to search 

 

Use Competition in the Market? 
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Having the government spend less on Medicare does not mean we will 

spend less as a nation.  

  

Voucherizing Medicare – moving transactions to the unregulated sector. 

 

Without modifications in the market structure, policies that move the 

government (Medicare) out of the market will likely increase spending in 

aggregate when transfers are included in the calculation. 

 

Raising the eligibility age for Medicare is a decision to consume less health 

care. 

 

We will spend less if people buy less health care.  That is a policy choice. 

Static Analysis 
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Rising Health Care Costs Follow Changes in the 
Composition of Demand for Health Care Services 

Dynamic Analysis 

Long run trends will increase the cost of health care in every period. 
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In the millennial edition of its World Health 

Report, in 2000, the World Health 

Organization published a study that 

compared the successes of the health care 

systems of 191 countries.  The results 

notoriously ranked the United States a 

dismal 37th, between Costa Rica and 

Slovenia   The study was widely 

misrepresented , universally misunderstood 

and was, in fact, unhelpful in understanding 

the different outcomes across countries.  

Nonetheless, the result remains 

controversial a decade later, as policy 

makers argue about why the world’s most 

expensive health care system isn’t the 

world’s best.  
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