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rates of return over time is unlikely to lead to expansion of services for
ose who can pay little or nothing.

Costs of Process Improvement

Salaries | $ (100,000)

Fringe Benefits | $ (100,000)

Supplies & Services | $ (20,000)
Other | § -

000)

Costs of Process Improvement

Gnn:..;om. makers need to know what a program will cost; what revenue, if
any, it will generate; and how and by whom the balance will be mnm:nmm
hey also ?ﬁa. to present a convincing case that the current and mnnE.m.
_snmnm to patients, payers, and the public justify the investment. Cash-
ow management also is important, even if it is not usually no:mﬂmn.ma art
of health policy analysis. Comparative tools, such as cost-benefit msm_w si
and cost-effectiveness analysis, are basic tools of policy analysis, but nﬂmm
esent a number of ethical and value-based concerns. They mﬂ.m Q,:”mnmm
to the budget and adoption approval processes and to gaining top-level

Changes in Net Revenue Associated with
Case based reimbursement
Per Diem reimbursement
Percentage of Charges reimbursement
Medical Device Revenue

(Revenue = device cost and markup)
Drug Revenue | § (10,000) | § (106,000)

(Revenue = drug cost and markup)

(96,000)

W | e |

Changes in Operating Cost Associated with
Supply costs driven by changes in patient days | $ 15,000 §u wonn for pro osals. S . §
.Sm
e e & . bt o p wm : aller organizations also have to worry about the
ey 25000 [ 5 20,000 utces of working capital necessary to undertake and sustain both cur-
t and higher levels of activity. For them, “cash flow is king.” Although

me may see financial viability analysis as “the dark side” of policy analy-

The Cash Flow Impact of the Improvement ] (66,000)
competency in this area is a must.

sh Flow Estimate

Backfill Ca

Incremental Net Revenue Associated with Backfill

Case based reimbursement | § 243,902
Per Diem reimbursement | § 96,000
Percentage of Charges reimbursement | $ 48,780 | $ 388,683 E
Increasing the Federal Cigarette Excise Tax

Medical Device Revenue | $ .

(Revenue = device cost and markup)
Drug Revenue | § 10,000 | $ 398,683

(Revenue = drug cost and markup)

;Mnonmw&,oﬁ_ Budget Office (CBO) (2012) published Raising
Incremental Operating Costs Associated with Backfill cise lax on H.Nﬁu.mnﬂ.m...... .m..q‘.m cts on m.mhmnmu " 7 h@m Te &mﬂ& ! .m ? i i

- : o 5 : : “&. udget, its stated
Incremental supplies (15,000) Hotivation was “to demonstrate the complex links .vmnsmwn: wMMan

$
Medications | $ (25,000) CEln ST ) :
Medical Devices | § B (40,000) - . "dtaim co improve health and effects on the federal budget” (p. iii)

._.%_nm wo, ﬁEm..EDm uo HN. nn@ohﬁ=>wo:@nrmn&m_n_oﬁmm%waoﬁsm
5 10g the excise tax on cigarettes provides a good case study because
stbstantial body of research exists about the effect of changes in ciga-

ice i i
ces on smoking rates, as well as about the impact of smoking

$ 348,683

e e e e T S TR
e e R R

Cost of Process Improvement | $ (220,000) :
Cash Flow Impact of the Improvement | $ (66,000) th, health care : :

d spen

Nat Gash Flow Improvement Exclusive of Potential Case Backdill | $ (266,000) b.2) pending, longevity, and (to a lesser extent) earn-
Cash Flow Impact of Potential Case Backfill | $ 348,683 VoA
Olicy and budget analysts :
[ s evaluated i

Total Cash Flow Impact from Process Improvement Initiative [ s 62,683 .50 increase Am&.:mnmn_ m.hw\n s v 4 nWm M.:Mm_m.mnhn of a Tvﬁomrmﬂn&
3 ation) in the federal excise tax on ciga-

LCe, g 4 -
.Hm and small cigars. At the time of the report, the federal tax was
. pet pack. It had been increased in 2009 from $0.39 by the ACA.
~© €xcise taxes ranged from $0.17 in Missouri to $4.35 per pack in

"

Figure 11-4 VHA cash flow analysis template. j
jative Cash Flo¥

Source: Reproduced from: “Faster Labs: Process Improvement Init i
spreadsheet from the Financial tab of “Building the Business Case for Clinical QY
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There are four general methods of rectifying maldistribution if the may.
ket fails to correct the problem over time. According to Wheelan hwo:V
‘they are:

)

- Regulation or deregulation

- Incentives and disincentives, including taxes and subsidies
- Direct government services delivery

- Contracting with the private sector to deliver service

The ACA incorporated all four methods. Everyone must have health insur.
ance or be taxed. Subsidies are provided to those who cannot pay the full
premium. The government provides insurance exchanges to facilitate the
market and also pays providers through Medicaid.

COMPARING WITH COMPETING ALTERNATIVES

The ratios that we have been studying (benefit/cost and cost-effectiveness)
have little meaning in and of themselves. They are useful only in comparison
with either a2 minimum standard value or in terms of rank ordering a set of
alternatives. Sometimes a set of subcategories are used, such as the following:

- Absolutely necessary because of the regulation or risk to the patients

- High priority in terms of meeting overall organizational goals

- Medium priority

- Low priority

Where there are subcaregories, the ratios may be used to rank order
alternative investments within each category. Setting priorities may be one
way to recognize some of the political pressures that might otherwise over-
whelm simple league-table rankings (similar to those used to display team
standings in sports).

FINANCIAL FEASIBILITY

An organization’s financial system must be up to evaluating an alterna-

tive’s costs and forecasting the financial implications of various funding
alternatives. Cleverley and Cameron (2003) suggested three major carget

areas of financial strategic planning for health organizations:

- Revenue estimation

- Capital budgeting (more of a concern for organizations thac pay
income tax)

- Financing of operations and capital investments

Financial Feasibility | 321

hey expanded on these by suggesting that the underlying financial Sys-
s must

Provide data on revenue, costs, and capital requirements according
to program or product lines.

Adjust these estimates for inflation and increasing technology
requirements.
Supply ROI or IRR estimates for decision making.
Estimate working capital and cash reserve requirements under
expected operating conditions.
Establish the desired capital structure given the organization’s debt
capacity.
Provide procedures for the allocation of capital among competing
internal programs and facilicies.

'he first three steps are the same in both the public and private sec-
ors. The last two are especially important to organizations and companies
mnp,anm in the private sector. Even governmental programs that are sepa-
ately funded, such as Medicare, have to estimate flows and reserves. The
ac :E.mmm at the Centers for Medicare & Medicaid Services (CMS) are the
m.ﬁro keep telling us when the Medicare trust funds will run out.
cis important to recognize that different parts of the organization may
mm.mnnm. on the value of an activity, such as reducing the length of stay,
nding on whether they are looking at full costs or marginal costs
ether they consider the organization to be at capacity or below it, m:nm
the reimbursement system operates (Ward, Spagens, & Smithson,
. 06). In response to this concern, Voluntary Hospitals of America (VHA)
eveloped a template for evaluating the cost, revenue, and cash-flow
cts of various proposals. Figure 11-4 analyzes a proposal to improve
- ospital laboratory turnaround times, thus reducing the overall average
th of stay by 0.1 days. It then proceeds to evaluate three types of costs:
cost of the project, the cash-flow impacts of the cost reduction, and the

rﬁoi impacts of the new patients that can be accommodated in the
-up beds (called backfill).

Allocation Processes
e % "
Mpn“m_._cwmnaﬂ.—nm is one area where facilities and services available to the

d the uninsured are likely to be shortchanged over time as large

- Usite health care organizations seek to maintain reasonable payer
€S and returns on their investments (Hurley, Pham, & Claxton, 20085;
~ison & Dratler, 2006). The use of analytical techniques to estimate
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An Example

If a proposed program were to cost $100,000 but yield a mnnmﬂw_MmMMﬂmme

annually starting at the end of S years for 5 more years, EM& ould have the

following calculations to make to arrive at a NPV usinga :
Investment at the beginning of Year 1 of $100,000.

Benefits
Year 6 mao“.moo NPV = ﬁouocovkﬁ + .oﬁwv = mwrmww.ww
Year 7 $40,000 NPV = Eouooov}? + .o&wv = mmoummu.mu
Year 8 $40,000 NPV = ﬁoboe\ ([~ .oawmw = Mwwmou_ o
u = (40,000)/([1 + .04 = ,103.
9 $40,000 NPV = (40, -
M.mw.m 10 $40,000 NPV = ?_o“ooov\ﬁw +.04]") = $27.022.57
Hm tal Benefit u $146,362.94
o ene

The same result can also be calculated assuming a 10-year mﬂﬂmmaaom G.m:-
efits from which the initial S years of the stream H...mm been subtracted. Using
A NPV table, we would then calculate the following:

NPV = 10-year stream - S-year stream
= $40,000 x (8.1109 - 4.4518)
= $146,364

Computing Ratios -
Ratios are easy to compute. In the previous example, me Z_UM O_M. nrM m”MEMMmﬂ
146,364; thus, the beneht-
is $100,000 and the total benefits are $146,364; .
Hmmun __M Mﬁﬁm 364/100,000), or 1.46. This would be a noBﬁm:No.a mmﬁn““wm”“
i i te investments. Each inves
rank order with other social or corporate 1n . e
j evaluations or perhap
then be subjected to other comparative . 3
MMMWMEB target Hmmr IRR is the discount rate at which the Umﬁmmmw Nﬂ X
the costs equal each other (i.e., the rate that brings the ZF\ mo ow&cm ”
previous example, the IRR is 9.155% Anoaw:nmmm_ww mﬁnﬂm.pm t nm Q”mnﬁm i
i kes the present values of inves :
the preceding example that ma g gl
i hen be compared with the co
benefits equal). This rate can t " b
i 1 It must also be evaluated in ter
and/or financing the investment. It must ais : s
i distributional impact on vari
certainty of the values used, the : : ek
M”m _u%mnmwwamnm, the impact on other programs (especially in terms O
gets available), and financial viabilicy.

Inflation Adjusting

i icincrease in ¢
A constant inflation rate produces a cumulative geometric1

iti i i especially
Over time, analyses can be very sensitive to the inflation effect, esp .‘

0SS
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in health care, where overall inflation rates are high. However, the inflation

rate in health care costs reported in the popular literature is the result of a
number of factors, including the following:

+ Input prices for labor and purchased goods

* Increasing technological opportunities, including pharmaceuticals
+ Aging of the population

‘The costs of a given program, however, are not necessarily subject to all of
hese factors, and thus one has to be careful in the selection of an appropri-
te rate. Because the population is defined and the technology is assumed
to be fixed for comparative purposes, the appropriate inflation rate for
an analysis is often the first item chosen for sensitivity analysis because it
affects the input prices for labor and purchased goods. A reasonable lower
bound on this rate is the consumer price index (CPI), but because health
are is a labor-intensive professional service that does not usually exhibic
he same productivity improvements as much of the rest of the economy,
he appropriate rate is somewhat higher than the CPL Available indices
pplicable to components of an analysis include producer price indices for
pecific segments and medical care CPI price deflators. Newhouse (2001)
stimated that historically inflation in health care costs has been about
% above the overall CPI. He also noted that the available indices may be
iased on the high side, in part, because of the lack of reliable data on real

ansaction prices. For example, the producer price index for pharmaceuti-
cal preparation manufacturing was as follows:

2539 2001 3145
259.1 2002 326.7
290.1 2003 3433
298.5 2004  360.1
306.6 2005 378.7

To determine a rate of change from raw data, use chis formula:

1. Decide on the number of years in the interval (try S and 10).
Divide the ending index by the initial one:

S years 378.7/306.6 = 1.235
10years  378.7/253.9 = 1.492

Set the number of years equal to N, and take the Nth root of the ap-
propriate value above.

Syears (1.235)9) =1.0431, meaning a 4.3% inflation rate
HO u\mm.ﬂm AH&WN#CES = HOL.OW. meanino a 4.1% inflarian rare
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more recently has suggested an upper limit of $5 million (Applebaum, able 11-1 Present Value of a Dollar Received in Year N at Discount Rate r

2011). Lives-saved reconciliation is difficult to achieve due to lac_k of a qual.
ity adjustment. For example, many Americans might prefer dying in a car
accident to a long bout with terminal cancer.

0.03 0.04 0.05 0.06 0.07 0.08 0.09 0.1

0.97087 0.96154 0.95238 0.9434 0.93458 0.92593 0.91743 0.90909
0.9426 0.92456 0.90703 0.89 0.87344 0.85734 0.84168 0.82645

0.91514 0.889 0.86384 0.83962 0.8163 0.79383 0.77218 0.75131

ini esent Value of Costs and Outcomes
Determlfing e 0.888490 0.8548 0.8227 0.79209 0.7629 0.73503 0.70843 0.68301

If we asked you for $10 and paid it back tomorrow, you Probably v.vould be
okay with that. If we requested $10 and said that we will return it to you
in S years, you probably would decline the honor. The'vah.le of money has
a time dimension with two components: (1) whether‘ it will haw.a as much
utility in the furure or whether inflacion will _redtllc.e its p.urch.asmg power
and (2) the lost opportunity to create utility with itin Fhe interim. Analysts
adjust for the latter by applying a discount rate. The discount rate may rep-
forgone or what one would have to pay to borr.ow
ff takes place. Economists

0.86261 0.82193 0.78353 0.74726 0.71299 0.68058 0.64993 0.62092
0.83748 0.79031 0.74622 0.70496 0.66634 0.63017 0.59627 0.56447
0.81309 0.75992 0.71068 0.66506 0.62275 0.58349 0.54703 0.51316
0.78941 0.73069 0.67684 0.62741 0.58201 0.54027 0.50187 0.46651
0.76642 0.70259 0.64461 0.5919  0.54393 0.50025 0.46043 0.4241

0.74409 0.67556 0.61391 0.55839 0.50835 0.46319 0.42241 0.38554
resent interest income
the money at interest to operate until the payo .
argue not over whether the time value of money should be recognized, but
over the appropriate rates to use; however, there are legitimate concerns
about how inflation adjusting and discounting tends to devalue programs

such as preventive care that pay off a ways into the future.

0.72242 0.64958 0.58468 0.52679 0.47509 0.42888 0.38753 0.35049
0.70138 0.6246 0.55684 0.49697 0.44401 0.39711 0.35553 0.31863
0.68095 0.60057 0.53032 0.46884 0.41496 0.3677 0.32618 0.28966
0.66112 0.57748 0.50507 0.4423 0.38782 0.34046 0.29925 0.26333
0.64186 0.55526 0.48102 0.41727 0.36245 0.31524 0.27454 0.23939

lative Present Value of a Dollar Received Annually for N Years Discounted at Rate r

Discounting
0.97087 0.96154 0.95238 0.9434 0.93458 0.92593 0.91743 0.90909

The time value of money concept also applies to discounting, except that
the values of future benefits and costs are reduced to a net present value
(NPV). Each stream of both costs and benefits needs to be brought back to

a current value using the formula:

1.91347 1.88609 1.85941 1.83339 1.80802 1.78326 1.75911 1.73554
2.82861 2.77509 2.72325 2.67301 2.62432 2.5771 2.53129 2.48685
3.7 3.6299  3.54595 3.46511 3.38721 3.31213 3.23972 3.16987
457971 4.45182 4.32948 4.21236 4.1002  3.99271 3.88965 3.79079
\% Vv v, Vi

541719 5.24214 5.07569 4.91732 4.76654 4.62288 4.48592 4.35526
NPV (V,N, 1) =V PG SR S T
VN =Vor T o ap - (ep (49

6.23028 6.00205 5.78637 5.58238 5.38929 5.20637 5.03295 4.86842

7.01969 6.73274 6.46321 6.20979 59713  5.74664 5.53482 5.33493

- ber
= the num 7.78611 7.43533 7.10782 6.80169 6.51523 6.24689 599525 5.75902

where V_= the value of the cost or benefit in time period £, N
of perio::ls in the series, and r = the discount rate to be used. odel!

Analysts can calculate these values directly using a spreadsheet e
or function or they can use the discount factors from a NPV tab‘le t; -
to the one in Table 11-1. For example, if the annual benefit receweNPV o
a program is $10,000 and the discount rate chosen is 6%, then the

z 00 *
benefits received over 5 years would be worth $42,124 (NPV $10,0 ;
4.2124).

8.5302 81109 7.72173 7.36009 7.02358 6.71008 6.41766 6.14457
1 9.25262 8.76048 830641 7.88687 7.49867 7.13896 6.80519 6.49506
9.954 938507 8.86325 8.38384 7.94269 7.53608 7.16073 6.81369
10.635 9.98565 9.39357 8.85268 8.35765 7.90378 7.4869  7.10336

11.2961 10.5631 9.89864 0.29498 8.74547 8.24424 7.78615 7.36669
11.9379 11.1184 10.3797 9.71225 9.10791 8.55948 8.06069 7.60608
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department, or other organizational unit and then dividi.ng it by the
number of service units or products produced. This figure is usually re]-
atively easy to produce from existing departmental cost data, but using
this method is not recommended. It does not take into account how pro-
cesses, and hence costs, change with volume, nor does it include relevant
costs that occur outside of the given organizational unit. Relevant costing
ignores those costs that are not affected by a decision, including those that
are real but fixed. For example, the comparison of two treatments for pneu.
monia would not include the costs of diagnostic tests unless different test
protocols were associated with the new treatment regimen.

Relevant costs for the two treatments are likely to include the following;

+ Changes in costs of medicines, consumable supplies, and tests
caused by the introduction of the alternative method

- Changed labor costs, including physicians, nurses, and pharmacists,
and ancillary services

* Costs altered by the changes in length of stay or location of
treatment

- Changes in costs incurred by the patient and the patient’s family,
including access costs and lost income, if any

+ Changes in overhead costs associated with the new alternative
including amortization of new specialized equipment and altered
Space requirements

Hospital costs represent an especially difficult problem because so many
costs are lumped into the overhead cost categories and then allocated to
the various operating departments. '

A process-based cost study is usually a must in the hospital setting. The
usual hospital cost reports are so loaded with fixed costs that it is necessary
to map out the process, directly identify the resource inputs required, and
then price them.

Marginal/Incremental Cost Concepts

Where demand is changing, the appropriate cost is not the average cost
of the service, but the cost of adding the next additional service unit (thg
marginal or incremental unit) or subtracting it. Even though pricnjlg, Eif;l

hence revenue, may be related to the average cost of a unit of service, the
cost of changing output is not. If I am the dean of a medical school an‘d lﬂfri
asked to add 10 more students, I may find that my costs of the preclinic2
lectures are nil, because there are extra seats in the lecture hall. Howeveb
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uring the clinical years may find that I have to divert clinical faculty from
linic hours to rounding with students at considerable opportunity cost of
evenue. I will also have to add desks in the anatomy lab and secure more
adavers. These incremental costs may be very different from what one gets
y dividing total existing costs by the current number of students,

Handling Inherent Process Uncertainty

Earlier chapters dealt with the technological and political uncertainties
f producing a desired outcome. The analysis team must decide how to
eal with those uncertainties in its economic and financial analysis. Some-
mes the uncertainty is handled with multiple analyses up front, a sort of
ranching in the analysis; however, the usual way of handling uncertainties
is through sensitivity analysis in which the inputs of uncertain parameters

re allowed to take on a realistic range of values to define the range over
which the analysis is sensitive to that parameter.

For example, in the Washington State study of evidence-based treat-
ment of substance abuse and mental illness disorders, the Washington
State Institute for Public Policy conducted a sensitivity analysis with many
ifferent parameters using a Monte Carlo simulation technique. Research-
ers assigned a probability distribution to each range of values and ran the
simulation model 10,000 times with the values of each variable sampled
tandomly from its distribution. This process indicated that there was only
- 1% probability that the investment would provide a negative return to
the taxpayers. This was very important to the credibility of the analysis,
because so many of the measures and variables were so difficult to define
and to measure (Aos et al., 2006).

Much of the value of a simulation would be to identify the interaction

various factors as a policy is implemented. For example, we have seen a

lumber of governors prepared to ensure access to health care for virtually

all their state’s population; however, very little has been said about what
ill happen to health care demand and supply and the resulting prices.
ven the rapid rise in prices following the starts of Medicare and Medic-
d in 1968, this has to be a matter for concern given the access-expanding
fovisions of the Affordable Care Act (ACA).

Figure 11-3 illustrates one model that might be used to simulate the
fects of increased access. As demand increases, so do the direct costs of
Ctvices and the capital costs of providing the necessary delivery infra-
fructure, especially supplying sufficient primary care providers (PCPs),
urses, and community-based services; however, these changes will not

i




Send Result Report 0 KYDCERA

o ot : ; : 09/22/2016 15:05
Firmware Version 2PL 2000.001.102 2013.11.21 [2PM_1000.002.001] [2PM_1100.001.004] [2PL_7000.001.006]
Job No.: 022935 Total Time; -°--'--" Page: 001

Error Type : Setting

Document: doc02293520160922150454
No. Date and Time Destination Times Type Result Resolution/ECH
001  09/22/16 15:04 drguerradc@hotmail.com -%--'--" E-mail ERROR 300x300/-

[ LVvZ4811827 ]



312 | Chapter 11: The Policy Analysis Process: Evaluation of Economic Viability

Waste and
Medical Error
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Figure 11-3 What happens to costs, if we resolve the general access problem.

take place in a vacuum. Policy variables can be manipulated to affect those
costs, including the new covered service definitions, the anmmmwamnﬁ and
organization of the new efforts, the amount of waste and medical mﬂoﬁ
experienced, the financing and incentives of the program, and whether
middlemen are used and what their margins will be. This again would seem
to call for a simulation model to assess the overall impact of the planned
interventions. The model is not revenue or budget constrained, bur that
component also could be added. This model might start as a spreadsheet
model, but be converted to a Monte Carlo simulation if one wanted to see
how sensitive the model would be to specific uncertain variables. ,

What additional variables and/or feedback loops would you like to »&w.
If there are many loops, a feedback type of model might be c.mm&. ﬁmn.nm_:%
the organization and management of services and the financing and ince ~.
tive available would affect the capacity changes that might be needed. mo.m
example, a Markov model of colon cancer disease states would have woaﬂ_
Stage 3 patients fed back into the healthy but ar-risk pool after surge Vw
whereas others would not respond to treatment and would stay at Stage
ot progress to Stage 4.
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'VALUING THE OUTCOMES PRODUCED

A hard part of health care policy analysis is valuing the benefits, We have
.m_nmm&\ addressed the willingness-to-pay argument versus the use of utility
‘metrics such as QALYs saved or deaths avoided. Most utility comparisons
are based on psychometric instruments chat can be used to compare and
rank order alternative outcomes, QALY is one example of a utility measure.

physical function limitations, social function limitations, emotional well-
being, pain levels, and limitations on cognitive ability. Many intermediate
states have been identified, from wearing glasses to acute pain to physical
incapacitation. Any one individual may have a quirky utility curve, such
as “I would rather be dead than a vegetable,” but the scale is based on the
aggregate values of a representative population and nor the individual.
hat is why people are urged to think about their own utilities and express
hem in a living will. There are many other scales for specific diseases and
disease states, because the QALY may not be sensitive enough over the
ange experienced by that specialized population or may not include a key

“.:m:nwrom.:mm measures and compare both against available objective mea-
ures of illness progression (Brazier et al,, 2012). For example, in the case
frheumaroid arthritis, the most frequently used generic subjective utility

Ncreases (Salaffi et al., 201 1).
The estimared monetary value of a QALY varies considerably among

Nalyses. A figure of $50,000 per QALY is often cited in the United Stares.
However, Braithwaite and colleagues (2008) noted that that amount had
cen used for a number of years and had not been adjusted for inflation.
‘ rmw took a willingness-to-pay approach based on U.S. investments in
ealch insurance versus changes in the mortality rates between che non-
derly adulc insured and uninsured between 1950 and 2003 and deter-
Mined a range of $109,000 and $297,000 per QALY. They ultimately

~ *f8ued that the true value was closer to the World Health Organization

'HO) estimate of $109,000. NICE (2013b) in the U.K. noted that a range
£20,000 to £30,000 pounds was still its cutoff for drug evaluations.
is difficult to reconcile cost-utilities with the ranges of cost per life

Saved ysed by U.S. regulatory agencies. In 2004, the Office of Management

d Budget suggested a possible range of $1 million to $10 million, but
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p- 145). We cannot agree whether a population is healchy or not, but we
often use measures to indicate success or failure, such as visits to the emer-
gency room or hospitalizations.

Pauly (1995) opposed two other approaches often cited in the litera-
ture: (1) the human capital approach, which emphasizes the economic
cost to society, such as a worker’s daily wage multiplied by the number of
work days lost, or some other measure of lost productivity (assuming full
employment), or (2) the friction cost approach, which measures the loss in
productivity until the system resumes full productivity with a trained and
experienced new worker or with the ill worker restored to full capacity.

Benefit-Cost Concepts

Where there are multiple choices, the rational person will select one or
more alternatives that maximize his or her satisfaction, or what an econo-
mist would call the person’s utility; however, our utilities are specific, if
not unique, to each of us. Although individual utilities are cumbersome to
capture, aggregating the utilities of a population presents far greater prob-
lems. Thus, decisions that involve more than one person usually require a
common measure. Most analyses are based on aggregating all of the costs
and benefits to individuals regardless of whether their utilities are typical
and to whom or from whom they accrue. That is why so many studies end
up choosing dollars; however, not all agree on that. Whatever the metric
chosen, one ends up with a ratio of benefits to costs, and the higher that
ratio the better an alternative. In health care, however, we must also con-
sider to whom these benefits and costs accrue.

Circular No. A-94 defines cost-effectiveness as “a systematic quantitative
method for comparing costs of alternative means of achieving the same
stream of benefits or a given objective.” In other words, the economist would
say no to the request to “get me the most for the least money,” because it is
a mathematical impossibility. The two feasible formulations are:

* Get me the most benefit for a given sum of money (i.e., maximize my
benefit-cost ratio).

* Get me a given benefit package at the lowest cost (i.e., minimize my
effectiveness-cost ratio).

Analysts often retreat to their previously prepared position of trying to
produce a set of benefits defined by the politicians at the least possible cost
and then labeling the results cost-effectiveness, even though it is really cost-
minimization. That leaves the hardest part, the valuation of benefits, up to
the political process. At higher levels of government where the trade-offs

are two methods of

O

are between noncomparable benefits such as healt

effectiveness analysis should be used, but whe

the staff would have to be

UmJ.m_N_.S_Z_ZO RELEVANT COSTS
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h care, highways, police
» the only comparable means of com-

called for and be consistent in reporting the results. Pauly (1995) suggested

‘that where money is used to measure benefits and (1) there is a fixed budget

and (2) there is lictle variation in the preferences for outcomes, then cost
3 3

f : naly re there is a variable budger
and varying utilities of outcomes, cost-effectiveness is “much less suitable
in theory than cost-benefit analysis” (p. 111). v
At this point, the analysis splits into two streams. One stream estimates
the costs, whereas the other values the outcome. This chaprer looks next at
the cost side, which is the easier path to consider,

:.nn.uo often the analysis team begins by talking about monetary costs.
his is the wrong place to start in a cost analysis. When trying to compute
he costs of a wedding reception, few people would start with a dollar fig-

ure per guest; instead, most would consider estimates of the number of
guests, the menu for food and drink, the portions offered, the number of
_rm_.?smm per person, and the staffing needed. After these are defined, it is
m.m_.EEm matter to determine the costs by multiplying these mmmocmnwm by

ception, such as the chef and hiring the hall. However, the kitchen staff
nly has a certain capacity, and if the guest list exceeds a certain number,

el isi i
€vanc costs are those affected by the decision being considered. There

estimating costs: aggregate costs and marginal costs.
Ne 1 . . .
arrives at aggregared costs by taking the total costs of a division,
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Valuing Costs, Benefits, and Outcomes

Analysts crossing over from other sectors will find some very specific prob-
lems in applying their usual evaluation methods in health care. Effective
cost and benefit analysis in health care often requires understanding the
nomenclature and diagnostic coding systems used in this sector. Further
more, market failure in this industry often makes it necessary to measure
separately the consumer satisfaction and benefit/cost impacts of specific
technological alternatives. Analysts can also expect to encounter a lack
of cooperation because of fear of loss of autonomy, accounting systems
biased toward revenue rather than cost finding, high levels of inherent vari-
ability, compartmentalization of information systems, and poorly aligned
reward systems.

The role of benefit-cost analysis in health care was investigated thor-
oughly in the 1960s and 1970s (Baker, Sheldon, & McLaughlin, 1970; Bun-
ker, Barnes, & Mosteller, 1979; Office of Technology Assessment, 1980;
Weinstein & Stason, 1977). During that period, the problems of benefit
measurement seemed so insurmountable that most health care profession-
als doing analysis preferred to rely on CEA. Weinstein and Stason (1977)
described the difference as follows:

The key distinction is that a benefic-cost analysis must value all out-
comes in economic (e.g., dollar) including lives or years of life
and morbidity, whereas a cost-effectiveness analysis serves to place pri-
orities on alternative expenditures without requiring thac the dollar
value of life and health be presented. (p. 717)

terms,

The basic problem is not one of using dollars, however, but one of express-
ing all of the relevant factors in any single metric. The alternative approach
is to express the outcomes as a vector, but because one alternative vector
seldom dominates the other, one must still deal with trade-offs among
variables. The vector representation gets one into all the complexities of
multidimensional scaling.
Further problems arise from the following:
- Determining the relevant costs, especially supply and demand esti-
mation and resulting price levels.
- Incorporating values of nonmedical outcomes,
benefits and costs are distributed.

including the way

Pauly (1995) suggested that CBA and CEA are used because the better no™”
mative measure, willingness to pay, is hard to assess in the real world. He
defined a personal benefit as an informed individual’s willingness to pay

or a program, whereas a programmatic benefit is the sum of the willing-
ess to pay of all informed persons affected by the program wn&c&um
hose making altruistic contributions but not directly mm,mnﬂmav_uw the mmw
e process. In a few situations, willingness to pay can be imputed from
,wpn.EﬁrS&Ew_m are paying for insurance against an event or to mitigate
je risk of an event, such as installing seat belts or highway crash barri-
s. As Pauly (1995) noted, “Such concepts as addition to measured gross
ational mnoac.nn associated with a health program, the additional smmmﬁm
w.mnmmn_mnmm and providers, or addition from investment now and in the
_.Hmw wum%n validity only to the extent that they proxy willingness to pay”

roxy is something that stands in for the real thing. In one analysis
MWMM._ the costs of the early loss of a mother because of breast ﬁmn.u
= nrwnwwnna._uw m.wrm value of replacement family care services plus a
i motional losses. The proxy chosen was the estimated cost of
nount of psychotherapy used by those who lost a mother early in life
ker et al,, 1979).
nrnmnon..m also are used to substitute for direct measures. “Good indica-
.opw.mmm&\. Eomm.snm_.u_m and highly correlated with the underlying vari-
interest, which is usually impossible to measure” (Wheelan, 2011,
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Panel A - Demand Greater than Budgeted : : ities and _U-‘mm.m—-m...nmm
Budget ealth policy analysts use the terms utility and preference somewhar inter-
®) Budget Shortfall = Co X Dy — B, hangeably. The latter sounds admittedly subjective; however, public policy
Co X Dy as no objective tool for measuring utility or for comparing utility across
8, ﬁ |||||||||||||||| ndividuals. This creates an enormous challenge. Without the capacity to
By measure welfare, how do we maximize it? (Wheelan, 2011).

We also know that in health care people’s utilities differ based on their
ealth status. One has to be very careful to articulate whether the urili-
ties asserted come from the general population or from the population
fected by the relevant diagnosis. It is also important to know what stage
f the disease progression they are in, if they have the disease.

A number of methods are used to try to get at preferences and utilities,
including:

Q Q D
Persons Served

Panel B —- Demand Less Than New Budgeted Quantity +  Direct measures:

- Standard gamble: What probability of success would be necessary
to get you to choose a proposed outcome over the status quo or
some other alternative(s)?

Time trade-off: How many months of life would you be willing to
give up to achieve the more desirable outcome?

Raring scale (visual analogue scale): Pick a spoton a line from 0
(worst possible outcome) to 1 (best possible outcome) that repre-

: sents each alternative being considered.

* Indirect measures:

Generic utility instruments: Use value weightings set by the gen-

eral public with off-the-shelf questionnaires. For example, in the

U.K., NICE uses the EQ-SD instrument; in the United States, the

FDA seems to favor the SF-6D. The Health Utilities Index (HUD),

the Quality of Well-Being (QWB) scale, and the 15 dimension

(15D) instrument also are used.

Disease-specific instruments: The attributes and weights are tai-

lored to the diagnosis and observed attributes.

Mapping the attributes from a validated disease-specific instru-

ment onto a generic instrument.

Budget

®) Budget Surplus =B, — G X D,
mm \
Co % Dy R ||||||||||||||||

By [ .\

bl et T

Q D @
Persons Served

Panel C - Program Changes Increase Provider Cost,
But What Is New Demand?

Budget

(8) .

Zone of Budget Uncertainty
IsBy=,>0r<Cp % (D3=17)7?

B, f

ach approach has its strengths and weaknesses. For example, the stan-
dard gamble approach is sensitive to a person’s risk tolerance. In addition,
ach presents its own problems in terms of comprehension and representa-
on (Tolley, 2009).

Q; D, Dg=1?
Persons Served

Figure 11-2 Supply and demand over time in a constrained budget setting.
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total benefits to the public. In the medical literature, however, the term cosi-
effectiveness analysis (CEA) has acquired its own specialized meaning as an anal-
ysis in which the benefits are measured in nonmonetary units, such as lives
saved or quality-adjusted life-years (QALYs). Such analyses, however, do not
allow for comparisons of proposals that express outcomes in different units.

At higher policy levels, health care investments must be compared with
other public investments, including those outside the health sector. When
2 common metric must be used to value both costs and benefits of the full
set of proposals being analyzed, it almost always turns out to be dollars.
This is known as cost-benefit analysis (CBA). Private-sector organizations
use the same techniques but often with a different terminology, employing
terms such as return on investment (ROI) and internalvate of return (IRR) when
they evaluate and compare investment opportunities.

Hacker (1997) suggested that concerns about health care as an economic
marketplace emerged forcefully in the 1970s following the introduction of
Medicare and Medicaid and the resulting cost inflation. With the nation’s
access problems significantly addressed, government and industry turned
roward issues of efficiency and effectiveness. This concern for efficiency and
effectiveness in the federal government extended well beyond the healch
sector. The Bureau of Management and Budget issued Circular A-94, cur-
rently titled Guidelines and Discount Rates for Benefit-Cost Analysis of Federal Pro-
grams, in 1972 (OMB, 1972). It was and still is intended for use across most
federal government agencies and programs.

Since then there has been an explosion of studies and methodologies
coming out of the subfield of pharmacoeconomics. These have been devel-
oped to meet the expectations of managed care organizations and gov-
ernment regulators for expanded justification for authorizing use of yet
another new drug or device. Safety alone is less and less their only concetfi-

BASIC TOOLS

The basic tools of economic analysis, including supply and demand analysis
and benefit and cost analysis, are frequently bypassed by healtch care profes:
sionals because of measurement difficulties. These measurement problem$
pertain primarily to demand and benefit estimation, but also to costs.

Supply and Demand Concepts

Much of the health policy literature is concerned with aligning incentives
s, withholds:

properly through payment mechanisms, such as copayment
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discognts, and reimbursement rates. All of these really refer to changes in
Percelved prices and the effects these perceptions will have on the si L

and dem.and for services. What really complicates health care is that sgfn);
‘demand is generated by the consumer and some by the consumer’s agents
the health professionals. B
The policy analysis team will have to estimate the impact of those per-
: cejved Rrice changes on the activity levels that they can expect to see in
he service system. These estimates are not easy, even where a program is
.udget constrained. Take, for example, the situation in which a program is
budgel: Cc.:\nstrained and a budget increase is proposed. Figure 11-2 illus-
trates a simple demand analysis relating to a budget constraint:

Given: Initial Budget = B,= C x Q,
Where initial cost = C,, clients served = Q,
Increased Budget = B, where Q, > Q,and B, > B

n panel A, the new larger budget is fully consumed, but no cost change is
assumed (B, = C,* Q,, where Demand = D still is > Q).

In pt'mel B, the budget is increased to B,, but this elnhanced availability
of services exceeds the demand (D,) at the current perceived cost (Q,>D, >
Q,), and the budget is underexpended (C x D, < B,). b
In parllel C, the program management proposesz responding by making
;he. services more accessible (available more conveniently at more sites).
T:hxs reduces the perceived cost of the service to the clients and the demand
ncreases (D, > D,), but at an added cost, which increases the average cost
,> C,). Given this situation, the program management and the policy
a_nl:ilysts must make new estimates (C,, D,) and see whether the demand
evelbg tigz;t:;;hx;iteﬁsi ;h;néj)r Zpgroximacely- equal to the new budgeted
el ;esources - ciuir\;:i .e by C,. This will again determine the
Yes, this is complicated, but it is the way life goes.

If the prices charged are modified by a proposal, then the analyst must

Vestigate supply and demand relationships further, including the
llowing: J

The rate of change in demand with a given change in price (price
elasticity)

The rate of change in supply with a given change in price

er i i :
e‘data are available, these relationships can be estimated through
“Cgression analysis.
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the solution is sensitive to the choice of high- or low-end parameter values,
it is necessary to make the decision makers aware of the applicable range.
Perhaps they will authorize a study to narrow that range fljlrther.l Sensitiy-
ity analysis is relevant to other variables besides efficacy, including costs,
the population affected, and inflation rates. . ‘

The relevant change in effectiveness associated with an intervention jg
the marginal change. For example, in 2005, the Washingtop State Legisla-
ture directed the Washington State Institute for Public Policy to report on
the benefits and costs of “evidence-based” approaches to the treatment of
alcoholism, drug addiction, and mental illness. The institute performed a
meta-analysis based on a review of 206 studies in the liFerature that mec
a specific set of criteria for quality of experimental design and measure-
ment, such as use of a control group. This was an unusually complex analy-
sis, because the legislature specifically mandated the scudy of the eﬂ"ef:cs
of treating individuals with substance abuse disorders and/or mental ill-
ness disorders in terms of their fiscal impact and “the long-run effects on
statewide education, crime, child abuse and neglect, substance abuse, and
economic outcomes.” There were already systems in place for dealing with
these disorders, thus the researchers calculated the benefits based on mar-
ginal changes in costs and outcomes from expanding the existing services
to provide evidence-based and consensus-based services to those not yet
served. Few mental illnesses are currently cured, and many who stop abus-
ing drugs and alcohol relapse over time. The study team had to estimat.e
the reduced incidence or severity from implementing best practices. It esti-
mated the number of people in the state with each disorder and subtracted
out the number already receiving services. Then they assumed that about
50% of the untreated populations would accept services if they were .mrftde
available. The analysts did not try to estimate the impact of having existing
services move from their current modes of operation to the evidence-based
approaches. Because the available studies were all short-term studies, the
institute’s staff estimated a “decay rate” for each disorder to represent the
loss of participants and program impact over time, and it also included 2
factor in the modeling for those individuals who would recover on their
own without treatment.

The institute’s meta-analysis of the suitable studies conclu.dec.l thac the
expansion of services would achieve a 15-22% reduction in incidence ;f
severity of these disorders, resulting in a savings of $3.77 for each ad 1
tional $1 invested. Taxpayers would see direct savings of $2.05 per addi-
tional $1 invested, or $416 million per year in net payer benefits, if fully
implemented (Aos, Mayfield, & Yen, 2006).
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AGREEING IN DETAIL ON THE DELIVERY SYSTEM
NVOLVED )

& _.ELECTING THE ANALYTICAL APPROACH

number of types of economic analysis can be performed. One key ques-
tion will be, “What impact will a proposal have on the supply and demand
for services?” Payment, access, and quality issues affect the perceived price
and demand for services as well as their costs. Given an analysis of chang-
ing demand and supply, the team must decide how to analyze the most

romising approaches. Rychlik (2002) suggested a hierarchy of analytical
approaches for comparison and decision making:

+ Establish the cost (burden) of the illness, usually including quality-
of-life impacts of the problem.

If the assessment shows lictle difference in impact from the relevant
interventions or between the intervention and the status quo ante,
conduct a cost-minimization study.

If the comparison is among similar types of outcomes but there

are significant differences in benefits and costs, conduct a cost-
effectiveness study.

If there are significant differences among the programs being con-
sidered, such that a common metric is necessary for benefits and
costs, do a cost-benefit scudy.

If quality of life after survival is an important parameter, then con-
sider a cost-utility study, in which differing quality measures are com-
pared using market research techniques such as conjoint analysis.

Sometimes public agencies focus on whether a proposed outlay is cost
eutral or whether it is cost effective. To be cost neuttal, the proposal must
ot increase the overall costs to the agency. To be cost-effective, the pro-
Posal must be the least costly method for reaching a predetermined level of
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Define the Health Care Issue

!

Agree on the Intervention and Iis Effectiveness

V1

Agree on Its Delivery System

¢

Select the Analytical Approach

¥ Y

Agree on the Agree on the
Resources Required Qutcomes Produced

y !

Determine the Relevant Costs Value the Outcomes Produced

N ¥

Discount and Infiation-Adjust Future Costs and Benefits

.

Deal with Imporiant Uncertainties

y

Compute the Ratios

{

Identify Financing Methods

/

Consider Distributional Effects

{

Compare to Competing Alternatives

Figure 11-1 Steps in the cost-benefit analysis (CBA)/cost-effective analysis (CEA)

process.

The team can then proceed to subsequent steps. The first is to define
e healrh issue that is to be addressed, including population, diagnosis,
cidence, and impact, and then study the relevant intervention technolo-
gies. Then the group must agree on the effectiveness of the current and
yroposed interventions and, if necessary, conduct research to establish an
ceptable range of effectiveness values for the analysis.

EFINING THE HEALTH CARE PROCESS INVOLVED

he team should conduct a detailed process analysis to ensure agreement
n how the intervention is delivered, especially if there is lictle field experi-
e with it. It is often well worth the effort to step back and visualize how
new or modified process will work and how its detailed implementation
Il go forward. Otherwise, the team may be making a stab in the dark
bout the resources required.

The feedback arrow in Figure 11-1 indicates that sometimes the process
alysis produces a revised estimate of the expected effectiveness as the
am learns details about possible barriers to adoption and implementa-
. Many more feedback loops could be added because at any point in
e the team can uncover a need to revise its earlier estimates.

GREEING ON ITS EFFECTIVENESS

ear evidence on the effectiveness of a proposed policy is a rarity. Much
idence is contestable even as to its science. Clinical trials may be limited,
- in a few cases may not even be feasible. The populations involved in
ical trials and demonstrations may have been small or somewhat dif-
nt from che one that will be affected by the policy. Often professional
ups, having differing interests, cite studies that support their viewpoint
1d ignore those that do not. For example, in an analysis of folic acid sup-
plementation, those who favored it cited its effects on neural tube defects
IDs), whereas those opposed cited its ability to mask other metabolic
ciencies.
Where the evidence is unclear or disputed, one way to proceed is through
sitivity analysis. For example, after an analysis is done using the effi-
¢y estimate that the analysis team thinks most valid, the calculations
repeated with alternarive efficacy values to determine the range of val-
 over which the conclusion holds. Many times the conclusion is not
fected despite the heat generated by the differing estimates, but where

Agreeing on Its Effectiveness | 299
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et B (continued )

- down in jurisdictional disputes. Congress was becoming increasingly
polarized and partisan, making it difficult to move any kind of major
initiative. Breaking this gridlock would have required a coordinated,
unified approach from the party leadership, but many Democrats were
still drawn to the simplicity of a single payer. Many Republicans, mean-

- while, were drawn to a strategy advanced most strongly by the Project
for a Republican Future—refuse any temptation to compromise and
defeat any Clinton proposal outright, at any cost. Democrats did not
seem to have a clear strategy for moving the b111 through the various
commutees without Repubhcan cooperatiorn.

‘As the Health Security proposal took a tedious, contentious, and
messy path through committee hearings and markups, external stake-

* holdersupport, which had seemed sosolid at the start, began to crumble.
~The plan’s greatest nemeses proved to be the Health Insurance Associa-
tion of America (HIAA) and the National Federation of Independent
Business (NFIB), which vehemently opposed any employer mandate.
~ In addition to lobbying policy makers, NFIB- engaged in ' what Michael
Weisskopf, a Washington Post reporter, labeled “cross lobbying”—target-
 ing other stakeholder groups to change their positions. One of the first
' targets of cross lobbying was the AMA. The AMA had expressed several
reservations about the Clinton plan, but had reversed its decades-long
_opposition to any employer mandate and was on record as supporting
 health system reform. At the urging of NFIB, ‘the AMA House of Del-
egates voted December 7, 1993, to rescind its support for an employer

- mandate.

‘Big business also broke ranks. Medical inflation’ seemed to be slow-

ing in late 1993, and President Clinton had failed to deliver on his
promise to reduce domestic spending. In February 1994, the Business

- Roundrable endorsed a competing plan, and the National Association
of Manufacturers and the U.S. Chamber of Commerce followed quickly
by repudiating the Clinton proposal.

That same month, the Congressional Budget Office announced that
it could not support many of the budget assumptions the Clinton
working groups had used to argue that the plan would help reduce the
deficit. It would not even agree the plan was budget neutral. Instead, it
argued the plan would add $74 billion to the deficit.

The White House, meanwhile, was losing ground in the court of
_\Pubhc opinion. Polling immediately after the proposal went public

as strongly favorable. A Harris Poll conducted in March 1993 found

ng support for short-term price controls (76%), caps on premium

creases (78%), an employer mandate (82%), and regional purchas-

ing cooperatives (86%), but early polling also disclosed that people did

-understand these concepts. Early response to the Clinton proposal

.1eased later that year was also favorable according to the polls, but

me of the same surveys demonstrated that the public did not really
nderstand what was being proposed in ch'e'highiy complex 1,342-page

rafc legislation. The public also had some major concerns.

An ABC News/Washington Post poll conducted in early October 1993

und that 51% supported the Clincon plan and 59% thought chat it

as better than the current system; however, 57% opposed new taxes to

ay for it. More people thought health care would get worse under the

(34%) than thought health care would improve (19%). Many were

ed about having less choice in prowders (72%), increasing costs

0%), a loss of access to expensive services (69%) and a host of other
sues.. -

:hese concerns gave the plan’s opponents very effective points of
rage. In particular, HIAA focused in on them with its Harry and
ouise campaign, which featured a worried couple discussing concerns
bout the plan. These campaigns made good use of polling informa-

n. The first advertisement focused on worties that health insurance
plans would be less comprehensive and there would be fewer types of
‘plans from which to choose. The couple concluded its conversation
ith the exchange, “They choose. We lose.”

Congress struggled with the proposal through the first ha.lf of 1994,

ying different solutions and searching for some kind of compro-
ise that had a chance of success on the floor; however, none of the
proposals appeared to have enough support to survive a filibuster. At
One point, Republican Senator Phil Gramm announced that Congress
‘needed ro “stop carrying around this corpse, changing its clothes, and
_putting more powder on its face.”

~ When Congress returned from summer recess, it was prepared to
consider less-ambitious reforms. By this time, 57% of the public favored
ore incremental steps according to a New York Times poll published
- September 13, although 50% said the president should veto anything
that did not cover everyone. Even modest reform bills were considered
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m (continued)

too risky by this point because they could serve as stealth vehicles for
cb_mpfehensive reforms, expanding at the last minute‘ intQ some kind
of universal coverage legislation. In late September, congressional lead-
ers delivered a demand to Presi;dgnt:clinq_dn—-lif the:présidént expected
action on the General Tariffs and Trade Treaty, there could be no more
 discussion of health care legislation. On September 26, ayear after Clin-
ton said he would fix a broken system, Senate Majority Leader George
- Mitchell took health care reform offlife support. The “corpse” was now
Sbeially deads gl e o

1. Theda Skocpol (1996) described two approaches that critics argue Bill
Clinton should have used to develop his proposal: (1) ask a small group
to develop broad outlines for reform and then ask Congress to work out
the details and (2) establish a prestigious blue-ribbon commission that
might have achieved buy-in from business groups, congressional lead-
ers and other policy makers, and stakeholders. What might be some of
the pros and cons of the three different approaches? (The third was the
Clinton approach.)

2. What would a map of Bill Clinton’s authorizing environment for health
care reform look like?

3. Discuss how the three streams of policy making identified by John King-
don—policies, politics, and problems—opened a window of opportunity
for health care reform in 1993 and what had changed in those streams
by the time that window had closed in 1994.

4. What would a force field analysis of the Health Security plan look like?

5. Where would the Health Security proposal fall on Oliver’s framework
for analysis of policy design and political feasibility? What were some of
the concentrated costs and benefits and to whom did they accrue? Now
answer the same question of diffuse costs and benefits.

6. Who would you have surveyed if you were using the Delphi technique to
analyze the political feasibility of the Clinton proposal at the time?

Chapter 1 1

The Policy Analysis Process:
Evaluation of Economic

(?'licy analysis involves the allocation of scarce resources. This chapter

ocuses on economic and financial aspects of the allocation process. Both

affect the economic viability of a proposed policy alternative, which likely
tns on the following questions: ’

How much will it cost?

What value will we be getting for the money?

How does that value compare with other alternatives under
consideration?

Ifit is something we want to do, how will we pay for it?

_.To address these questions, the analysis team needs to undertake the
'33k§ outlir}ed in Figure 11-1. The team also needs to consider the points

View or interests of whoever commissioned the study. However, a fine
€ exists between pleasing the “customer” and maintaining a grou;,)’s pro-
Stonal integrity. One way to address this is by “changing hats.” The ana-
StS can say, “When we put on Hat A, we get X, but when we put on Hat B,

e ger v ” . : .
.—n—g Y.” All of us wear many hats in health care, including patient, payer,
-tent, spouse, professional, and cirizen.
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