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This was another banner year for RAND Health in terms of revenue
growth (10 percent), publications (more than 300), and media
attention (16 press releases). However, our activities this year also high-
light the degree to which our work is reaching, and being used by, 
policymakers. We profile those activities below.

Reaching Congress

This year, in collaboration with RAND’s Office of External Affairs,
we launched a congressional newsletter, which is sent electronically
to a targeted list of more than 600 Hill staff. Five newsletters were
published this year. The newsletters synthesize work of special salience
for the congressional agenda. Below are examples of how we integrated
findings from multiple studies to shed light on key topics.

Health Care Coverage for the Uninsured. The states that most need 
to expand public insurance coverage have the smallest capacity to 
do so. And it will take very large subsidies to get the uninsured to buy
private coverage. Employer-sponsored insurance is the most common
source of coverage for those under 65. But because employers are
more likely to offer health care insurance when they are competing
with other firms for employees, rising unemployment rates are likely
to reduce access to employer-sponsored coverage.

Prescription Drug Benefit for Medicare. A catastrophic prescription
drug plan would protect beneficiaries from very high drug expenditures
and could allow policymakers to gauge future program costs before
committing to more comprehensive coverage. Those who would benefit
most from prescription drug coverage are elderly persons with chronic
conditions, those with low incomes, those living in rural areas, and
elderly women.

Some states have introduced bills mandating lower prescription
drug prices for Medicare beneficiaries. However, RAND’s evaluation
of such a program in California found that many elderly, especially
those with low incomes, were unaware of the law, and some pharmacies
didn’t offer the discount even when asked. These findings suggest 
that making beneficiaries aware of drug discount laws and monitoring
pharmacy compliance will be essential to making drug discount 
programs successful.
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Designing Prescription Drug Benefit Packages. To control costs, 
many employers and insurers are increasing co-payments on prescrip-
tion drugs. In the largest study ever conducted involving non-elderly
patients enrolled in employer-sponsored health plans, researchers
found that higher co-payments do cut costs because consumers use
less medication and less-expensive drugs. But employers, not employees,
get the resulting savings.

Raising co-payments by just $10 or $20 changed patients’ behavior.
Such findings suggest that policymakers should be very careful when
they change plans for low-income consumers because those consumers
may react to even smaller changes in co-payments.

Improving Health Care Quality for Women. In September, the House
passed a bill to establish an Office of Women’s Health within the
Department of Health and Human Services. Key to improving health
care for women is the ability to measure, monitor, and report on health
care performance. RAND Health has developed a comprehensive,
clinically based system for assessing quality of care, including new
standards for women’s health. Implementing these standards nation-
wide would significantly improve the quality of care delivered to
American women.

Providing health care for some groups of women is especially
challenging. For example, Mexican-American women are much more
likely to be underscreened for breast cancer because they are hard to
reach—more likely to be impoverished, poorly educated, and non-
English speaking. But a targeted community-based program can increase
screening rates among these women. Such programs may help provide
access to other hard-to-reach women, such as the homeless and 
substance abusers.
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Robert Brook, UCLA’s chancellor Albert Carnesale, and Jim Thomson attended a ceremony 
celebrating the renewal of a formal relationship between UCLA and RAND in the health services
area. The two institutions have been collaborating on health policy research, clinical studies, 
and training for nearly 30 years.
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Providing Technical Support to Government Clients

RAND Health has a long history of providing technical support to
government decisionmakers, especially in areas where our reputation
for independence and excellence is critical to successful resolution 
of policy issues. Prominent examples this year include designing a 
prospective payment system for inpatient rehabilitation and providing
scientific evidence to support regulatory decisions about ephedra.

A Prospective Payment System for Inpatient Rehabilitation for
Medicare Beneficiaries. Medicare pays for the rehabilitation services
that beneficiaries receive in the hospital. Medicare payments are 
important to rehabilitation facilities, accounting for 70 percent 
of their revenue. However, the cost-based system for determining
reimbursement was widely seen as unfair to facilities, in part because
the system did not adjust for the severity of patients’ illness. The
Centers for Medicare and Medicaid Services asked RAND to design 
a new system that paid for patients prospectively based on clearly
specified criteria. Medicare already uses this kind of system to pay 
for beneficiaries’ acute care in hospitals, and RAND played a major
role in evaluating and refining that system.

The RAND team identified the major drivers of cost and 
designed a reimbursement formula that compensates facilities fairly
and provides incentives for efficiency. The system, which was 
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the effects of syringe exchange 
programs on syringe sharing among
high-risk injection drug users.
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implemented January 1, 2002, has wide support from all stakeholders.
Indeed, the rehabilitation industry successfully petitioned Medicare 
to fund additional RAND analyses to monitor and refine the system.

Assessing the Safety and Efficacy of Ephedra. Dietary supplements
containing the herb ephedra or its purified alkaloid, ephedrine, 
are among the most popular over-the-counter diet and performance
aids currently available, but its efficacy for these purposes has been
questioned. After reviewing hundreds of adverse-event reports linking
ephedra with a variety of cardiovascular problems and even death, 
the Federal Drug Administration (FDA) proposed a series of restrictions
for the content and marketing of ephedra-containing products. 
Public Citizen asked the Secretary of Health and Human Services,
Tommy Thompson, to ban ephedra as a threat to public health.

But additional evidence was called for. In June, Secretary
Thompson asked RAND to conduct a comprehensive review of the
existing science about the safety and efficacy of ephedra-containing
products for enhancing weight loss and physical performance. The
FDA is looking to the RAND review to guide regulation. According
to the acting commissioner of the FDA, “The results of the RAND
review will help FDA’s scientists to develop future regulatory actions
on dietary supplements containing ephedrine alkaloids.”

Supporting Decisionmaking on Terrorism

The RAND Center for Domestic and International Health Security,
officially launched in July, has played a prominent role in RAND’s
overall terrorism-related efforts. Center staff have presented their
work in a variety of public contexts, including a special meeting at
the Carter Center, focused on the mental health of children in the
post-9/11 era, and one at Biosecurity 2002, the first international
meeting focused on the threat of bioterrorism. Staff have also provided
information directly to decisionmakers on issues ranging from small-
pox vaccination policy to biological surveillance.

A series of articles authored by center staff appeared in the sum-
mer issue of the RAND Review. The range of topics covered illustrates
both the scope of the terrorism-related issues we are addressing, 
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and the wide range of expertise and training that center staff bring 
to this challenge.

In the Review articles, center staff argue the case for making
world health the new Marshall Plan, describe what needs to be done
to improve surveillance for natural and man-made biological agents,
describe the fundamental biomedical research needed, identify how
communications of biological events to the public need to be improved,
and suggest ways to minimize the psychological consequences of 
terrorism and to maximize the national resilience to it.

A chapter by center researchers Robert Hunter and Ross Anthony
in Emergency Preparedness: Bioterrorism and Beyond provides insight
about the redefinition of security in American foreign policy and
highlights the central role that the health professions 
will now play. The authors also argue that if we are to succeed in our 
fight against terrorism, we have to develop strategies that enable us 
to change the situation that breeds it.

Looking Ahead

Health issues will again be prominent on the congressional agenda 
in the coming year. Our work will be relevant to many of them,
including health care coverage for the uninsured, prescription drug
coverage for Medicare, children’s mental health, patients’ Bill of Rights,
patient safety, and quality of care. As we did this past year, we will
draw on substantial bodies of work in these and other areas to help
frame the issues, identify policy options, and assess trade-offs.
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