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CHAPTER 4: TRANSFORMATIONAL HEALTH CARE REFORM
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Owned Physician Organizations in California; JAMA. 2014; 312(16): 1663-
1669. doi:1r0.1001/jama.2014.14072) that when hospitals owned doctor
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per patient per year. Capps (C. Capps, D. Dranove, C. Ody; “The Effect of
Hospital Acquisitions of Physician Practices on Prices and Spending”; In-
stitute for Policy Research, Northwestern University, Working Paper Series,
February 2015) found that specialist services prices increased by 34% after
joining a health system.

2. Sean P. Keehan, Gigi A. Cuckler, Andrea M. Sisko, Andrew ]. Madi-
son, Sheila D. Smith, Devin A. Stone, John A. Poisal, Christian J. Wolfe,
and Joseph M. Lizonitz, “National health expenditure projections, 2014-
2024: Spending growth faster than recent trends,” Health Affairs 34 (2015):
1407-1417, http://content.healthaffairs.org/content/early/2015/07/15/hlthaff
.2015.0600.

3. Centers for Medicare and Medicaid Services, “Medicaid & CHIP:
February 2015 Monthly Applications, Eligibility Determinations and En-
rollment Report,” May 2015.

4. Report to the Congress: Medicare and the Health Care Delivery Sys-
tem, MedPac, June 2015.

5. National Research Council and National Academy of Public Admin-
istration, “Choosing the Nation’s Fiscal Future” (Washington, DC: Na-
tional Academies Press, 2010).

6. See, for example, Soeren Mattke, Edward Kelley, Peter Scherer, Jer-
emy Hurst, Maria Luisa Gil Lapetra, and the HCQI Expert Group Mem-
bers, “Health Care Quality Indicators Project: Initial Indicators Report,”
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18. These are goals articulated by Paul Volcker in his “Remarks” at the
Bretton Woods Committee Annual Meeting, May 21, 2014.

CHAPTER 7: A BLUEPRINT FOR EFFECTIVE FINANCIAL REFORM

1. Many issues in this essay are treated in more depth in John H. Co-
chrane, “Toward a Run-Free Financial System,” in Across the Great Divide:
New Perspectives on the Financial Crisis, Martin Neil Baily and John B. Tay-
lor, eds., 197-249 (Stanford, CA: Hoover Institution Press, 2014).
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2. This debt is explained in detail in John Cochrane, “A New Struc-
ture for U.S. Federal Debt,” in 7he $13 Trillion Question: Managing the U.S.
Government Debt, ed. David Wessel, 91-146 (Washington, DC: Brookings
Institution Press, 2015).

CHAPTER 8: EDUCATION AND THE NATION’S FUTURE

1. The figure reports the separate influence of aggregate test scores
for nations on real annual growth in GDP per capita between 1960 and
2000. Underlying this is a regression analysis that also includes the initial
GDP per capita in 1960, reflecting the fact that nations starting behind
can grow faster because they just have to imitate what is done elsewhere
instead of inventing new things. For details, see Hanushek and Woessmann
(2015).

2. 'The details of these projections can be found in Hanushek, Peterson,
and Woessmann (2013) and Hanushek and Woessmann (2015). The gains
are calculated as the difference between projected GDP based on current
labor force quality and improved quality through better schooling. Real
GDP at current quality is projected to grow at 1.5 percent per year.

3. These calculations use estimates of the variation in teacher quality
from existing value-added studies and from labor market studies of the
value of added achievement to project added earnings for teachers at dif-
ferent quality levels (see Hanushek (2011)). The estimates for different size
classes assume that added students over the range of the projections have no
impact on class achievement. This assumption is controversial; see Krueger
(1999) and Hanushek (2003). Class size or students taught refers to full-time
equivalents for teachers with multiple classes of students.

4. As is well-known, families also exert a strong force on child learning,
but the discussion here focuses on schools, because that is where policy has
greatest leverage and legitimacy. Since the emphasis on families in the Cole-
man Report in 1966, some have discounted schools, but current research
makes it clear that schools and teachers have large potential impacts. See
Coleman et al. (1966) and the re-evaluation in Hanushek (2016).

5. The Washington, DC, system increases the base pay for the best
teachers while firing the least effective, thus changing the career pay accord-
ing to performance. See the evaluation by Dee and Wyckoff (2015). See also
Figlio and Kenny (2007).

6. Atkinson et al. (2009), Lavy (2009), Muralidharan and Sundarara-
man (2011), Woessmann (2011).

7. See changes in state policies in National Council on Teacher Quality
(2015).

8. An appellate court overturned this ruling in 2016, and final judgment
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has yet to be reached. But even this appellate court indicated that existing
tenure and dismissal laws were harming California students.

9. Carnoy and Loeb (2002), Hanushek and Raymond (2005), Figlio and
Loeb (2011).

10. Figlio and Rouse (2006).

1. See, for example, Bishop (1995, 1997) and Woessmann et al. (2009).
The college entry examinations in the United States do provide external exit
examinations on a voluntary basis, but no research exists about potential
impacts on the K-12 schools.

2. CREDO (2013).
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