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prepared to promise that “things 
can and will get better” — some-
thing the English say only in jest.

With some of this energy and 
optimism, the English could stop 
waiting for government direc-
tions and go ahead and make the 
changes they want. With a bit of 
English stoicism, Americans might 
find that as a nation, they can 
make difficult choices and get 
better care at lower cost.

Each country has strengths to 
be proud of and weaknesses that 
demand humility. Translating the 
best of each system need not 
mean transplanting the worst as 
well: a synthesis of the two sys-
tems could conceivably cover ev-

eryone, offer choice and competi-
tion, blend bottom-up creativity 
with top-down strategy, and in-
tegrate services so that patients 
get the right care in the right 
places. In the future, English and 
U.S. health care organizations 
could compete for patients on the 
basis of the integration of deliv-
ered care.

We’re not being utopian; we’re 
being strategic. Converting the sin 
of envy into a virtue can strength-
en both health care systems and 
make our countries’ special rela-
tionship that much more special.

Disclosure forms provided by the authors 
are available with the full text of this article 
at NEJM.org.
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Envy — A Strategy for Reform

Reevaluating “Made in America”— Two Cost-Containment 
Ideas from Abroad
Gerard F. Anderson, Ph.D., Amber Willink, M.I.P.H., and Robin Osborn, M.B.A.

Per capita spending on health 
care in the United States is 

more than double that in most 
other high-income, highly indus-
trialized countries (see graph), 
yet performance on indicators of 
health status is often worse. The 
Institute of Medicine recently re-
ported that there is a “strikingly 
persistent and pervasive pattern 
of higher mortality and inferior 
health” in the United States than 
in other high-income countries.1 
We believe that this poor correla-
tion between spending and out-
comes should prompt a reevalua-
tion of current cost-containment 
efforts.

Unlike the United States, which 
tends to have a “Made in Ameri-
ca” orientation, many other coun-
tries routinely incorporate and 
adopt policies developed elsewhere 
in efforts to improve their own 

health care systems. This U.S. 
mindset runs counter to the 
global transfer of ideas that has 

become second nature in bio-
medical research and many other 
industries. The uniqueness of the 
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Per Capita Health Expenditures of 10 Selected Countries in the Organization  
for Economic Cooperation and Development (OECD), 2010.

Data are from the OECD.
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U.S. health system is often cited 
as a reason for not exploring in-
ternational cost-containment ap-
proaches, and yet many features 
of our system were adapted from 
those in other industrialized coun-
tries; for instance, employer-
based health insurance originat-
ed in Germany, and hospice was 
adapted from Britain.

For many years, articles have 
been written about the high prices 
that the United States pays for 
medical services and how all-payer 
rate setting, reference pricing, and 
global budgets could reduce the 
prices the United States pays for 
services.2 We examined two addi-
tional cost-containment pricing 
strategies that could be adapted 
to the U.S. health care context: 
a bundled-payment system from 
Germany and volume-driven pric-
ing adjustment from Japan. These 
promising policies could be intro-
duced as technical adjustments to 
the existing payment system rath-
er than requiring large-scale re-
form — a possibility that renders 
the “uniqueness” argument moot. 
In addition, the international ex-
periences could provide guidance 
on what the likely effects and un-
intended consequences would be 
if these approaches were adopted 
in the United States.

Although Germany’s primary 
payment method for hospital in-
patient care, which uses diagnosis-
related groups (DRGs), originated 
in the United States, there are 
some distinct differences between 
the two countries in its applica-
tion. The effects of these differ-
ences become apparent in hos-
pital spending. According to the 
Organization for Economic Coop-
eration and Development (OECD), 
the average payment for a hospi-
talization in the United States is 
more than $19,000, whereas it is 

less than $5,000 in Germany, 
even though German patients re-
main in the hospital almost 50% 
longer, on average, than Ameri-
can patients.

The German DRG system re-
sults in bundled payments that 
include physician services and an 
episode of care spanning 30 days 
after admission or, for patients 
with very complicated condi-
tions, all care provided before 
the upper outlier limit of length 
of stay is reached. There is no 
additional payment if a patient is 
rehospitalized, though there are 
some exceptions to this rule re-
lated to whether the first and 
second admissions are clinically 
related and whether the readmis-
sion is planned. The inclusion of 
physicians’ services in DRGs is 
made possible because most phy-
sicians are hospital employees, 
but since increasing numbers of 
U.S. physicians are becoming 
hospital employees, the concept 
could be introduced here as well.

According to a 2009 study, the 
Medicare program spent approxi-
mately $17 billion on readmis-
sions that occurred within 30 days 
after discharge.3 Changes intro-
duced by the Affordable Care Act 
(ACA) will include financial pen-
alties for hospitals that exceed a 
preset readmissions rate among 
Medicare patients, although that 
policy currently applies to only a 
few clinical conditions whereas 
the German program applies to 
nearly all patients.4 Medicare is 
also piloting alternative systems of 
bundled payments, investigating, 
through the Medicare Bundled 
Payments for Care Improvement 
program, the effect of extending 
the episode-of-care window to 30 
or 90 days post-hospitalization 
and, through the Medicare Acute 
Care Episode Demonstration proj-

ect, the possibility of including 
both hospital and physician inpa-
tient services. The German DRG 
model provides a valuable tem-
plate for making these changes, 
and the German experience should 
be considered as the United States 
evaluates the current demonstra-
tions.

Japan offers a second approach 
to changing the payment system. 
Japan pays providers primarily ac-
cording to a fee-for-service model 
yet has been able to keep per 
capita spending and prices low.5 
One of the important distinc-
tions is that the Japanese pay-
ment system monitors utilization 
of specific services and then ad-
justs its payments to reflect the 
changes in volume for each ser-
vice. If the volume for a given 
service has increased more than 
expected, prices may be reduced 
accordingly. The concern is that 
a too-high payment rate may have 
created an incentive for excessive 
utilization. Alternatively, prices 
may be increased for certain ser-
vices for which increased utiliza-
tion is a policy objective, such as 
end-of-life care. Volume-driven 
pricing adjustments often raise 
initial concerns about rationing 
of medical technology and effects 
on innovation. However, patients 
in Japan have consistently enjoyed 
excellent access to health care 
services (there are very high rates 
of physician visits and hospital 
days) as well as to expensive 
medical technology.

In the United States, there has 
been an attempt to contain utili-
zation of all physician services 
with the use of the sustainable 
growth rate formula (SGR). The 
current approach used by the Cen-
ters for Medicare and Medicaid 
Services (CMS) and the Medicare 
Payment Advisory Commission 
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(MedPAC) involves comparing 
costs with payment rates — an 
approach that does not identify 
services whose utilization is in-
creasing because prices are set 
too high. Japan has taken a dif-
ferent approach in responding to 
high rates of utilization, by mon-
itoring specific services whose use 
grows substantially, rather than 
lumping all physician procedures 
together. In the United States, 
line-item revisions could replace 
the SGR and guide revisions of 
the resource-based relative-value 
scale, DRGs, and Ambulatory Pay-
ment Classification rates.

One reason for the success of 
this policy in Japan is the coun-
try’s system of setting rates for all 
payers. Unless other U.S. payers 
implemented the same approach 
as Medicare, Medicare beneficia-
ries could have problems with 

access to the services whose re-
imbursement rates were reduced. 
Although Japan’s evaluation of 
volume in determining prices is 
instructive, the United States may 
want to develop its own approach 
to determining whether a volume 
increase is appropriate or inappro-
priate for a particular procedure.

Creating a high-performing 
health system entails challenges 
that are being addressed by other 
countries. Incorporation of inter-
national evidence-based policy ini-
tiatives might enhance U.S. cost-
containment efforts. Germany’s 
bundled payments and Japan’s 
payment adjustments are two of 
the many options that are trans-
latable and relevant to the U.S 
context.
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are available with the full text of this article 
at NEJM.org.
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The Role of the NIH in Nurturing Clinician-Scientists
Michael M. Gottesman, M.D.

The awarding of the 2012 No-
bel Prize in Chemistry to Rob-

ert Lefkowitz and Brian Kobilka, 
both M.D.s trained in cardiology, 
for their work on characterizing 
the structure and function of 
beta-adrenergic receptors, should 
remind us of the critical role that 
clinician-scientists have played in 
formulating the seminal concepts 
that govern modern biomedical 
science. Much has been written 
since the 1970s about the demise 
of the physician-scientist1,2 — as 
evidenced by the declining share 
of RO1 grants that the National 
Institutes of Health (NIH) awards 
to physicians — and the eco-
nomic factors that have driven 
physicians away from the labora-
tory and research clinic into more 

remunerative clinical practice. 
Even as the reasons for this shift 
are debated, physician-scientists 
continue to make critical contri-
butions to biomedical research; 
indeed, in the past 2 years, three 
researchers with medical degrees 
have won the Nobel Prize in Physi-
ology or Medicine — Shinya Yama
naka (2012), Bruce Beutler (2011), 
and Ralph Steinman (2011). Con-
sidering that less than 2% of phy-
sicians conduct research as their 
primary profession,3 this is an 
impressive showing for physician-
scientists competing with a much 
larger pool of Ph.D.s.

Nevertheless, we at the NIH 
share the concern that some of 
the best, most creative clinically 
trained scientists are shying away 

from research, and we want to 
work with the broader research 
community to help reverse this 
trend. The profound effect that 
clinically trained scientists have 
had on our understanding of ba-
sic human biology argues that we 
must sustain the flow of such 
scientists into research careers. 
To do so, we must surmount two 
barriers: an apparently decreasing 
interest by medical and dental 
students in establishing research 
careers and the increasing diffi-
culty that research-oriented phy-
sicians and dentists face in pur-
suing their research interests full 
time without the distractions of 
clinical practice.

The NIH is addressing the for-
mer problem — getting students, 
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