

[image: image]




 

 

HEALTH ECONOMETRICS




 

 

CONTRIBUTIONS
 TO
 ECONOMIC ANALYSIS

294

Editors:

BADI H. BALTAGI

EFRAIM SADKA

[image: inline-image]




 

 

HEALTH ECONOMETRICS

BADI H. BALTAGI

Syracuse University, USA

FRANCESCO MOSCONE

Brunel University London, UK

[image: inline-image]




 

 

Emerald Publishing Limited

Howard House, Wagon Lane, Bingley BD16 1WA, UK

First edition 2018

Copyright © 2018 Emerald Publishing Limited

Reprints and permissions service

Contact: permissions@emeraldinsight.com

No part of this book may be reproduced, stored in a retrieval system, transmitted in any form or by any means electronic, mechanical, photocopying, recording or otherwise without either the prior written permission of the publisher or a licence permitting restricted copying issued in the UK by The Copyright Licensing Agency and in the USA by The Copyright Clearance Center. Any opinions expressed in the chapters are those of the authors. Whilst Emerald makes every effort to ensure the quality and accuracy of its content, Emerald makes no representation implied or otherwise, as to the chapters’ suitability and application and disclaims any warranties, express or implied, to their use.

British Library Cataloguing in Publication Data

A catalogue record for this book is available from the British Library

ISBN: 978-1-78714-542-9 (Print)

ISBN: 978-1-78714-541-2 (Online)

ISBN: 978-1-78743-926-9 (Epub)

ISSN: 0573-8555 (Series)

[image: inline-image]




 

 

List of Contributors




	Getnet Alemu

	Addis Ababa University, Addis Ababa, Ethiopia




	Badi H. Baltagi

	Syracuse University, Syracuse, NY, USA




	Eliana Barrenho

	Imperial College Business School, London, UK




	Arjun S. Bedi

	International Institute of Social Studies, Erasmus University, Rotterdam, The Netherlands




	Paola Bertoli

	University of Economics, Prague, Czech Republic




	Pierre Chaussé

	University of Waterloo, Waterloo, Canada




	Matteo M. Galizzi

	London School of Economics, London, UK




	Osea Giuntella

	University of Pittsburgh, Pittsburgh, PA, USA




	Veronica Grembi

	Mediterranean University of Reggio Calabria, Reggio Calabria, Italy




	Glenn W. Harrison

	Center for the Economic Analysis of Risk, Georgia State University, Atlanta, GA, USA




	Jeffrey S. Hoch

	University of California Davis, Davis, CA, USA




	Arne Risa Hole

	University of Sheffield, Sheffield, UK




	Andrew M. Jones

	Department of Economics and Related Studies, University of York, York, UK; Monash University, Melbourne, Australia; University of Bergen, Bergen, Norway




	Kayhan Koleyni

	Department of Economics, Clarion University of Pennsylvania, Clarion, PA, USA




	Gianmaria Martini

	Bergamo University, Bergamo, Italy




	Anagaw Mebratie

	Addis Ababa University, Addis Ababa, Ethiopia




	Marisa Miraldo

	Imperial College Business School, London, UK




	Francesco Moscone

	Brunel University London, Uxbridge, UK




	Catia Nicodemo

	University of Oxford, Oxford, UK




	Cheti Nicoletti

	University of York, York, UK; ISER, University of Essex, Colchester, UK; IZA




	Owen O’Donnell

	Erasmus School of Economics, Erasmus University, Rotterdam, The Netherlands; Tinbergen Institute, Amsterdam, The Netherlands; University of Lausanne, Lausanne, Switzerland and University of Macedonia, Thessaloniki, Greece




	Albert A. Okunade

	University of Memphis, Memphis, TN, USA




	Nigel Rice

	University of York, York, UK




	Silvana Robone

	University of Insubria, Varese, Italy; Dondena Centre for Research on Social Dynamics and Public Policy, Bocconi University, Milan, Italy




	Kjell G. Salvanes

	Norwegian School of Economics, Bergen, Norway; CESifo, CEE and IZA




	Rita Santos

	University of York, York, UK




	Luigi Siciliani

	University of York, York, UK




	Emma Tominey

	University of York, York, UK; IZA; HCEO




	Elisa Tosetti

	Brunel University London, Uxbridge, UK




	Veronica Vinciotti

	Brunel University London, Uxbridge, UK




	Giorgio Vittadini

	University of Milan – Bicocca, Milan, Italy




	Zelalem Yilma

	The World Bank Group, Washington, DC, USA




	Xiaohui You

	Department of Health Professions and Health sciences, James Madison University, Harrisonburg, VA, USA




	Nicolas R. Ziebarth

	Cornell University, Ithaca, NY, USA









 

 

Editors’ Introduction

Jones (2000) provided an overview of econometric methods applied in the area of health economics. Since then, there has been a dramatic increase in the number of applied econometric work in health economics, boosted by the availability of large-scale datasets as well as the rapid development of new, advanced econometric techniques. The issues of nonlinearity of models, the presence of individual-level unobserved heterogeneity as well as time and cross-sectional dependencies, among others, make health economics applications an interesting area of research for applied econometricians (Basu & Mullahy, 2013).

The selection of chapters presented in this book illustrates a set of established and emerging econometric techniques. These are often presented within the context of an empirical application, and help gain new insights for tackling health economics studies.

This book should be a valuable reference for academics, applied economists, and postgraduate students in health economics and econometrics, guiding them to the use of some of the advanced econometric methods in health economics.

Summary of the Chapters

Galizzi, Harrison, and Miraldo review and assess behavioral insights and experimental methods for measuring risk and time preferences in health economics, illustrating the most important applications to date on the link between structurally estimated risk and time preferences and health behavior. In particular, the chapter describes the recently advanced behavioral econometrics approach that allows jointly eliciting and structurally estimating risk and time preferences for a broad range of models.

Little is known about perceptions of medical expenditure risks despite their relevance to the demand for health insurance. Yilma, O’Donnell, Mebratie, Alemu, and Bedi provide an estimate of subjective probabilities of future medical expenditure, using survey data on a sample of rural Ethiopians. Such estimates show that the majority of rural Ethiopians sampled are able to provide “logically consistent” responses, and indicate that the cross-sectional variance of realized expenditures, which is often used in applied work to proxy risk exposure, greatly overestimates the risk faced by any single household.

Ziebarth reviews the empirical evidence and econometric methods adopted to study how social insurance causally affects the health of beneficiaries. One complication in studying this empirical problem is that changes in health status are correlated with reductions in labor supply and income, leading to an identification problem. The author reviews the empirical methods for identifying causal effects and examines possible limitations to these methods providing suggestions for future research.

Patients and health professionals often make decisions which involve a choice between discrete alternatives. Econometric methods for modeling discrete choices are reviewed in the chapter by Hole. This chapter reviews the most frequently used discrete choice models in the applied health economics literature, and then introduces more recent developments and extensions, such as scale heterogeneity and attribute nonattendance.

Giuntella and Nicodemo review the recent economic literature on health and migration, a much debated topic given the important implications that migration flows have on the health care systems of receiving countries. The authors highlight the empirical challenges that arise when studying the relation between health and migration, and examine the econometric methods available to address them. In particular, Giuntella and Nicodemo analyze immigrant health trajectories, looking at the process of health convergence between migrants and natives, and pointing at the issue of health selectivity and available methods to address it. The effects of immigration on the demand and supply of health care in destination countries are also explored.

Hoch and Chaussé review econometric methods for analyzing cost-effectiveness data. After linking cost-effectiveness analysis to the net benefit regression framework, the authors show how Seemingly Unrelated Regression and Generalized Method of Moments (GMM) can be applied for cost-effectiveness analysis. The review of the methods is supported by an empirical application where various econometric techniques are employed to explore a cost-effectiveness dataset from a published study, highlighting the potential important role of GMM in the analysis of cost-effectiveness data.

Jones, Rice, and Robone explore the utility of the vignette approach as a method for adjusting self-assessed data for systematic differences in reporting behavior, to improve interpersonal and intercountry comparability. This approach relies on two main assumptions, namely response consistency and vignette equivalence, much debated in the literature. The authors contribute to this literature by evaluating the performance of parametric and nonparametric approaches for adjusting for differential reporting behavior. They focus on physical health data represented by mobility, and compare the distribution of mobility based on self-assessment with that based on the corresponding objective measures. The authors find that both parametric and nonparametric approaches do not satisfactorily address the issue of differential reporting, linking this result to the problematic assumptions of response consistency and vignette equivalence.

Nicoletti, Salvanes, and Tominey contribute to the literature on the response of parental investments to child’s health at birth. The authors highlight the econometric challenges that arise when studying this empirical problem, and in particular the issue of endogeneity of child health. While Instrumental-Variables approach is often adopted in this context, the authors propose a new set of instruments for the child health endowment that are often readily available in a large number of datasets and more credible than those used in existing studies.

Barrenho and Miraldo discuss various econometric approaches for the assessment of the determinants of innovation in the pharmaceutical industry, with a special focus on competing risks duration models. The authors review possible methods to model occurrence of events, and look at potential covariates that have been found to correlate with the likelihood of failure of R&D pharmaceutical projects. They propose for a duration model estimation strategy for assessing the destination of R&D projects.

Medical liability plays an important role in explaining deviations from the optimal use of medical treatments. Bertoli and Grembi review methods for studying the relation between different levels of medical liabilities and treatment selection. The authors examine the theoretical mechanisms underlying such relationship, present existing empirical studies and discuss their limitations, offering indications for future research.

Siciliani reviews the range of models and methods adopted to assess the causal effect of three policy interventions: whether hospital competition and higher hospital tariffs can stimulate quality of health care, and whether nonprofit hospitals provide higher or lower quality than for-profit ones. In addition, this chapter reviews the main results obtained by existing empirical studies offering some indications on how these could be used by policy makers, as well as providing directions for future research.

Effective and efficient use of hospital treatments and services are also the subject of the chapter by Martini and Vittadini. The authors discuss how to exploit administrative data to measure hospital efficiency and relative effectiveness, and they can be used to produce rankings of health care organizations, thus reducing the degree of asymmetric information that typically characterize the health care sector.

Baltagi, Moscone, and Santos review spatial econometrics methods and their application in the area of health economics. In both micro- and macro-health economics there are phenomena that are characterized by a strong spatial connotation. The authors review methods and applications showing how incorporating spatial effects may improve our understanding of issues such as hospital quality, efficiency, or the sustainability of health care expenditure of national and regional health care systems.

Weak and strong forms of cross-sectional dependence are often present in large, aggregate panel data, such as the OECD, country-level health data set considered in the chapter by Okunade, You, and Koleyni. The authors investigate the relationship among health care expenditure, income, aging population, and international cooperation patents. A voluminous literature has been studying the income elasticity of health expenditure, given its important policy implications for the financing and distribution of health care resources. The authors find the presence of a long run relationship among health expenditure and its determinants, and that per capita GDP (less health expenditure) is the only short run driver of health care expenditure.

In spatial econometric models the neighborhood structure is represented by the so-called spatial weights matrix, usually assumed to be known a priori using information on distance between units, such as the geographic, economic, policy, or social distance. However, in many cases the network is not known (or only partly known), so the interest is not only in quantifying the strength/sign of interactions, but also in the detection of interactions. Moscone, Vinciotti, and Tosetti review graphical modeling techniques for estimating large covariance matrices, useful for estimating networks. The chapter provides a selective survey of different models and estimators proposed by the graphical modelling literature and offers some practical examples where these methods could be applied in the area of health economics.

Badi H. Baltagi
 Francesco Moscone
 Volume Editors
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