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  The Political Economy of Epidemic Control: Fixing the CDC 

Count on a crisis to show us how the world works.  Covid is a pandemic, and a pandemic is nothing if not a crisis. Fairly obviously, the Covid crisis tells us that we don't have in place the structures we need to deal with epidemics.

  We do have an extraordinarily sophisticated health care industry.  The firms in this industry (like firms in any industry)  transact within markets.  But markets don't always work the way we’d like them to work.  They don't work well with epidemics.  “Market failure”, economists call it.  So we as voters ask our government to intervene.  But governments do not work the way we would like either.  Economists call that “government failure”.  

Through the government, we  Americans have created institutions to try to protect us from  pandemics.  The most important is the CDC.  To let the specialists have a free hand, we gave the CDC independence.  But with that independence, the specialists in the CDC decided to expand their scope to what are, in normal times, more “relevant” topics  and away from  preparation for  pandemics that might never come.  “Agency slack” is the political science term.   “Mission creep” is what the army calls it.  But every agency likes to increase its size, budget, and power. So not only does the CDC spend most of its energy on things other than pandemics; it spends some of its energy fighting off other agencies trying to steal its turf.  
   Before coming back to how to design a New CDC, though, let’s take  a look at how the Real CDC has been handling covid-19.  Coronavirus started in Wuhan, China, but its potential for a worldwide epidemic became clear by January 2020. It is a viral respiratory disease that is asymptomatic in many people, no worse than flu for many others, but deadly for some, especially for the elderly and those with weak lungs. This combination of low and high severity is, paradoxically, especially bad, because it combines its lethality and contagion in a way that splits voters sharply along demographic lines.
    In the United States, the agency in charge of epidemics is the Centers for Disease Control, the CDC. On January 7, the CDC  created an incident management system and advised travelers to Wuhan to take precautions. By Jan. 20, just two weeks after Chinese scientists shared the virus’s genetic sequence of the virus, the CDC developed a test for it. President Trump put together a coronavirus task force headed by the obvious candidate Alex Azar.  As Secretary of Health and Human Services, Azar headed the department that ran both the CDC and the Food and Drug Administration (FDA), which would have to approve any tests and  medical equipment that doctors might use. The task force met daily to discuss things like evacuating the U.S. consulate in Wuhan, banning travel to China, and what to do about Americans in the Far East. The CDC assured the task force that testing was well in hand, so it typically devoted only five or ten minutes of its often contentious meetings to that subject.   
   The World Health Organization (WHO) was distributing a German test before the CDC’s test was ready, but the CDC wanted something better than the German test. The German test could only detect the original Covid-19 virus, but the CDC was afraid the virus might mutate. So the CDC’s test was based on detecting three genetic sequences, not two, and would be able to detect mutations as well as the exact original virus. 

    CDC Deputy Director Dr. Anne Schuchat said she didn’t think “we needed somebody else’s test.” The FDA went so far as to ban everybody else’s tests: using the WHO test in America was illegal. In fact, the government made it even less legal to develop new tests than in ordinary times. Azar had issued an emergency declaration which allowed the FDA to speed for-profit test approval with “emergency use authorization”, but banned new tests developed by hospitals and laboratories for internal uses that previously were unregulated. Stanford University researchers had a working test by February based on WHO’s test, 250,000 of which had already been delivered worldwide. But they gave up on trying to get FDA permission to use it. Biomérieux, a French company, had the same problem. The FDA just wouldn’t approve their test without weeks of discussion. It was even illegal to use a test that exactly copied the CDC test--- a hospital still had to go through the rigorous FDA validation process to prove that its test really was the same as the CDC’s, not just pretend. Professor Alex Greninger of the University of Washington in Seattle (where many of the first cases in America were discovered) tried to get his CDC-copy test approved by the FDA and failed. One FDA reviewer complained that Greninger hadn’t proved that his test wouldn’t show a false positive result if it were used on someone infected not with Covid-19 but with SARS or MERS, two viruses that were related to Covid-19 but which had a grand total of two cases ever recorded in the United States in the past twenty years. Professor Greninger told a reporter, “I think it makes sense to have this regulation when you’re going to sell 100,000 widgets across the U.S. That’s not who we are.” It didn’t matter. Rules are rules. So the CDC had a monopoly on the U.S. testing market, thanks to the FDA. 
     At least the U.S. had the CDC test, even though it was being delivered in very small quantities.  Or did we have it? The CDC’s test didn’t quite work. It detected Covid-19, to be sure, so it was as good as the WHO test. But the part with the third genetic sequence that would have made it superior to the WHO test was flawed. It made mistakes in detecting mutations. What was to be done? You or I might have gone ahead and used the tests anyway, since they were fine for detecting Covid-19. But not the CDC. Dr. Nancy Messonnier, Director of the CDC’s National Center of Immunization and Respiratory Diseases, said, “We obviously would not want to use anything but the most perfect possible kits.” 
      So they didn’t use anything. The CDC recalled all its tests. It told laboratories and hospitals to wait till the test was fixed. And as it worked on improving the test, it said that only people who had traveled to China or been in contact with some who had the virus should be tested, since it didn’t have the capacity for more testing than that. The best is the enemy of the good--- the deadly enemy, in this case. Imperfect tests continued to be illegal.
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The CDC’s flawed testing kit Credit: Centers for Disease Control and Prevention
   Fortunately, it seemed the epidemic was sparing the United States. We had many fewer cases than other countries. By February 28, we had only 15 confirmed cases, a dozen of them travel-related, with 45 more from people returning from abroad for treatment having gotten sick somewhere else. On the other hand, there are two reasons for seeing fewer cases. One is that fewer people are sick. The other is that you don’t have enough tests, so you miss seeing 95% of the cases. If we tested nobody at all, our statistics would be even better--- perfect!---  a bureaucrat’s victory dream, like the hospital in the British comedy, Yes Minister, that ran smoothly because it had no patients to get in the way. In March, Harvard professor Marc Lipsitch said that China’s Guangdong (Kwangtung, Canton) province tested 300,000 people in fever clinics to find about 420 positive cases and overall, Guangdong had more than 1,000 confirmed cases, but “If you don’t look, you won’t find cases.” As Janet Hamilton at the Council of State and Territorial Epidemiologists said, “The disease is moving faster than the data.”

     Then things changed. HHS Secretary Azar was getting fed up with the CDC and its director, Dr. Robert Redfield. One health department official said Mr. Azar was repeatedly assured that the CDC’s test would be widely available within a week, only to be given the same promise a week later. Supporters of Mr. Azar’s said he was told by Dr. Redfield that the CDC was on top of things--- that the coronavirus wasn’t spreading from person to person within the United States so widespread testing would be unwise. Mr. Azar felt uneasy despite the advice he was getting, even though he knew that he could defend his testing policy by saying he had “empowered and followed the guidance of world-renowned U.S. scientists.” After all, Dr. Nancy Messonnier, his career civil service subordinate and expert, was saying February 21st, “We’re fully stood up at CDC,” and “There is no lag time for testing.”  
ADD GRAPH OF US DEATHS OVER TIME
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    The CDC’s Dr. Redfield was “a consensus person,” one colleague said, someone who sought to avoid conflict with agency staff. He, like his boss Secretary Azar, relied heavily on CDC career civil-service scientists such as Dr. Anne Schuchat and Dr. Messonnier. But he started feeling political pressure. There was a letter from 49 members of Congress about the lack of testing, to which he responded on February 24: “CDC’s aggressive response enables us to identify potential cases early and make sure that they are properly handled.” But pressure from the politicians became too intense for the civil servants. It came to a head on February 26, when out of the blue, President Trump fired Mr. Azar as head of the coronavirus task force and put Vice-President Mike Pence in charge. Suddenly, things sped up. The next day there was a noontime conference call of CDC, FDA, and HHS headquarters officials. Brian Harrison, Mr. Azar’s chief of staff, began with an ultimatum: No one leaves the phone till we resolve the lag in testing. By the end of the day, it was agreed that the F.D.A. should loosen regulations on hospitals and independent labs. The CDC and FDA told state and local health department labs they could also just starting using the first two parts of the CDC  test kits and leave out the problematic third part for mutations. Stanford had its test approved. Biomérieux had to wait more weeks, till March 24, though as early as March 12 the FDA started issuing Emergency Use Authorizations to commercial test companies too. A few days later, the FDA announced a new policy that allowed state public-health laboratories to authorize tests at other labs without any federal approval. In effect, the FDA washed its hands of the matter and said the states could handle it. Testing expanded exponentially, as nonprofit hospitals, commercial companies, and government labs all were released from their regulatory prison and started exercising their ingenuity 24/7 without fear of punishment. 
     Weeks had been lost. Perhaps eight weeks had passed without action--- say, from January 24 to March 24. “Mere weeks!”, you might say--- “The FDA usually takes years to approve things. They’re turning on a dime!” True, the FDA did move like lightning, but a government agency’s version of lightning is more like a stove burner warming up to red hot. 
    Consider South Korea, in contrast. It actually didn’t get started as quickly as the United States. But in early February, a week after Korea’s first case was diagnosed, the government held a meeting of twenty medical device companies. It told them it wanted Covid-19 tests, quick, for mass production, and it promised emergency approval.  We're guessing it promised a generous price, although we have that information.  Within two weeks, thousands of test kits were shipping each day, even though there were still less than 100 diagnosed cases. By March 23, Korea had over 300,000 tests, a rate per capita more than forty times America’s. In 2019, South Korean biotech firm SolGent produced 300,000 medical test kits. One of five companies with fast-track approval for Covid-19 tests, by the end of March it was churning out 400,000 tests per week. It would even have exported them to the U.S., except that the FDA blocked it. The top government officials realized how important testing was. The Foreign Minister said, “Testing is central because that leads to early detection, it minimizes further spread and it quickly treats those found with the virus... the key behind our very low fatality rate.”

    Besides developing test kits, the Korean government put them into use. They opened 600 testing centers, including 50 drive-through stations at which patients were tested without leaving their cars, rolling down their windows to get a nasal swab. Relentless public messaging told everyone to get tested if they had symptoms, or even if they crossed paths with someone sick.

   This introduces a third stage of strategy. After inventing and manufacturing tests, and after developing the infrastructure to administer them, the Korean government also made use of the test results, rather than just adding numbers to the official statistics. They made a phone app that can shoot out notifications whenever a new case is discovered near someone. Websites and smartphone apps detail minute-by-minute timelines of infected people’s travel paths — which buses they took, where they got on and off, even whether they wore masks. People ordered into self-quarantine were required to download another app, which would alert the police if they violated quarantine. 
 South Korea also used the low-tech, extremely inaccurate, but extremely cheap and easy test of just seeing if someone has a fever or not. Also, rather than shutting down businesses, it let them stay open and exercise their ingenuity in avoiding the reputational hit of becoming known as a coronavirus hotspot. Offices, hotels and highrises often used thermal image cameras to detect people with fevers coming in. Many restaurants checked customers’ temperatures as they arrived. One can think of the thermometer as an ultra-cheap, universally available, covid-19 test that though highly inaccurate and unable to detect the asymptomatic is great at detecting the people most likely to cough, sneeze, and otherwise spread the disease. 
   Why did the Korean government respond so well? We don’t know. We’d expect that  since there are 300+ governments in the world, at least one would get it right, so maybe it’s just coincidence. Korea did have an important advantage over most countries, though: a big Middle East respiratory syndrome (MERS) scare in 2015 that killed 38 people. After that they revised their laws to prioritize national health over individual privacy.
   To be sure, despite the CDC’s failure during January, February, and March, the United States exploded with testing in April, which may have been as important as the state lockdowns in slowing the spread. By April 28, the U.S. had administered about 5.5 million tests, compared to just 617,000 for South Korea. Even in per capita terms, the U.S. had caught up and passed South Korea: it had 17,000 tests per million people, compared to 12,000 in Korea. And now that state governments are removing their lockdowns, they are imitating Korea’s test-and-trace policies. Alaska requires restaurants to keep a log with every customer’s name and phone number for 30 days in case it’s needed for tracing. And private businesses are taking precautions. A friend just told me the local GM plant is taking employee’s temperatures. Georgia’s Madison Chop House Grille puts big blue X marks on certain tables and removes the chairs to let diners know they couldn’t sit there. Employees not only have to take their temperatures before they start work; it’s recorded on a white board to reassure customers. Tony Gore’s Smoky Mountain BBQ & Grill in Tennessee requires not just employees, but diners, must have their temperatures checked.  The manager reports that though they were worried customers might think it was weird, nobody has objected.
    Testing is where the CDC failed most spectacularly, but it isn’t the only area. Apparently the CDC had never, before 2020, given much thought to things like whether masks are useful, which lockdowns would prevent how much contagion,  whether nursing homes should adopt special measures, or any of the other things the states have been improvising. It even has failed in something it does all the time: collecting data and informing the public about health statistics.  The CDC is the place to go to find out how many tuberculosis cases there were in the U.S. last year, or whether health-care-associated infections are going up over time. It collects that data for the government. But it didn’t respond to coronavirus by collecting new statistics. Ask how many Covid-19 tests have been done, and the CDC can’t help. You can’t even get a daily update on how many people are getting hospitalized for Covid-19. The CDC wasn’t collecting that data in 2019, so it isn’t collecting it in 2020. Maybe it will collect it in 2021, or 2022, or 2025. For four weeks, the CDC took weekends off from reporting any data at all on the epidemic, until political pressure forced it to ruin its employees’ Saturday afternoons. Again, we see that government agencies don’t spring into action like entrepreneurs--- they wake up slowly, yawn, stretch, get dressed, check that their necktie is tied properly, and then take up the task of the day or the decade. 

One of us (Rasmusen) teaches a class on the economics of   regulation. It begins with a week on Market Efficiency. You can’t talk about what the government should do unless you start with what the private sector does by itself. The private sector generally does very well, so the first lesson of government regulation is not to do it unless there’s a reason. The examples I just talked about--- the South Korean thermal imaging, the private-sector test production in both Korea and the United States, GM testing its workers for fever, the restaurant precautions in Georgia and Tennessee all show this. It’s crucial to start with the realization that most markets usually work well. The economist’s default policy, if you ask him whether you should regulate industry X but don’t give him any details on the industry is to say, “No. The market probably will get it right.”
    But that’s just the default policy. The rest of a  course on regulation is about the exceptions, so the second week’s topic is Market Failure. Markets usually work, but not always. First, a good legal system is necessary to make markets work or people will steal things instead of paying for them, and nobody can trust anyone else’s promises. We need courts to force people to respect private property and keep their contracts.  Second, markets fail if any of three special but common defects are present: monopoly power, externalities, and information problems. Monopoly is the least relevant of these to covid-19, though we have seen that the government-created CDC monopoly on testing was a disaster. Externalities and information problems are central, though. The word “externality” refers to involuntary spillovers from one person to another. If I sell you an apple for fifty cents, there’s no need for the government to regulate the transaction--- ordinarily. But if I sell you an apple for fifty cents, but you infect me with covid-19 in the process, and also infect the person behind you in the checkout line and the next person to handle those coins, the market has failed to work. There’s an information problem--- I wouldn’t have agreed to sell you the apple if I’d known you were going to infect me--- and a spillover problem, because we’ve infected the person behind you and the future coin-handler without their being part of  the transaction. 
    So we definitely have market failure. We need the government.
    Or maybe not. The third week of  the course reverses direction again and looks at Government Failure. Governments fail for pretty much the same reasons as markets. The government has a monopoly on the use of force; actions by one person in government affect other people in government and outside without their consent, externalities; and the voters have poor information and difficulty monitoring the actions of their agents in government. 

  In 2009, the federal government used up ¾ of its N95 masks for a flu epidemic. They weren’t replaced by either Obama or Trump.
    There were many government reports 2003-2015 warning that there would be too few ventilator machines if an epidemic hit. It was obvious even without formal study.  
    In 2006, after an avian flu scare, Gov. Arnold Schwarzenegger had California spend $200 million on  three 200-bed mobile hospitals and 50 million N95 masks, 2,400 ventilators, assembly kits for 21,000 beds in amphitheaters, etc. In 2011 Gov. Jerry Brown cancelled all that to save $5.8 million/year in maintenance. In 2020, California’s Public Health Dept. said it had 21 million masks but it wouldn’t release them for Covid-19 because they were past expiration date.
   Thus, at the end of week three of my course, the outlook for regulation is bleak. Government failure means that even if there is market failure, so markets don’t work,   government regulation might just make things worse.   Consumers find it hard to test for themselves whether a drug does what it claims, so it would be good to have a Food and Drug Administration regulate medicines. But quite possibly the FDA’s monumental failure with coronavirus testing has costs so many hundreds of billions of dollars from the lockdowns imposed to make up for it as to outweigh every dollar of good the FDA did over the preceding century.  Figuring out the FDA’s lifetime net benefit would be a good topic for a PhD dissertation; I don’t know which way it would come out.
      But  the course isn’t over with the third week. The fourth week  again reverses direction, back to “Government is Good”. This is the final shift, in case you’re seasick, leaving the desirability of regulation somewhere in the middle, with the government neither evil nor  divine. This is  the usual outcome when you ask a two-handed economist for policy advice. 

    This fourth week covers Government Design. If you refuse to recognize that officials are ordinary human beings, whether they are elected officials or unelected, politicians or bureaucrats, your government will be a disaster, along the lines of the many successive French Revolutionary governments. If you do recognize that officials are men, not gods, you can design an effective government, as the American government by and large has been. 

     With the CDC, our most obvious problem is Mission Creep. For many years, conservative critics have been calling out the CDC for how little of its effort is actually devoted to controlling disease. It was founded to control malaria; what it does nowadays is spend money on anything vaguely related to health. It’s problem isn’t lack of money. Its  budget grew from $1.3 billion in 1987  (measured in 2019 dollars) to $7.3 billion in 2019,  considerably faster than government spending in general. It had big spikes in spending after the 2001 anthrax attacks and the 2005 avian flu scare. The CDC  can’t afford to  keep an aerial ‘bio-containment unit’ on retainer, but it does have a museum and lots of other dubious spending, as detailed in a 115-page report in 2007  from Senator Coburn’s office. Of its 2019 budget, by our count, just 64% is spent on epidemic control, broadly  defined---Immunization and Respiratory Disease; Public Health Preparedness and Response; Public Health Scientific Services; Emerging and Zoonotic Infectious Diseases; HIV/AIDS, Viral Hepatitis, STI and TB Prevention; and Global Health. If we define epidemic control more narrowly to include just the first three, only 31% is spent on epidemic control. The CDC is also spending billions on Chronic Disease Prevention and Health Promotion, Birth Defects;   Enviromental Health, Injury Prevention and Control, and Occupational Safety and Health,  large sums on problems that have nothing to do with epidemics--- such things as alcoholism, smoking, traffic accidents, sports injuries, wife beating, and gun control.it was clear These are all important problems, and infectious diseases cause only a small fraction of the deaths in the United States--- but the CDC can't really do much about them.  They simply distract the staff from tasks they might actually be able to handle.  This is why we give the National Institutes of Health a budget of nearly $40 billion and the CDC only $7 billion. A good example is the CDC’s endeavors in the “war on vaping” fuss after a panic over deaths due to illegal vaping of THC, the active ingredient in marijuana. Even though  from the start that vaping lung injuries overwhelmingly involved illegal cannabis products, the CDC  kept insinuating that legal, nicotine e-cigarettes could kill you. This kind of fraud did the CDC’s credibility no good. 
    Note  that  the “mission creep”  problem is distinct from wasteful spending, for which the CDC has also been much criticized. Even if there is zero waste, there is still mission creep. An old, old  adage of corporate management is that the more things a corporation tries to do, the worse it does them, because focussed leadership becomes impossible and  no CEO is good at leading every kind of business line--- particularly if he has to keep them all in his head at once. Back in 2014, Nick Gillespie wrote a 2014 article for Reason magazine titled, “Hey CDC: `You have one job. Try doing it.’ "   We need a single-purpose agency for dealing with epidemics. If we had one, we could cut its budget by 90% and still do a better job with epidemics than  the CDC has done.  So let’s cut the CDC’s budget by 50% to start, and fire every employee whose vocation is not to fight epidemics--- and this means, in particular, all the upper managers who have not had a lifetime focussed on epidemics rather than telling people not to vape and eat junk food.
      Equally important is to put the New CDC squarely in charge of epidemics, with no competing agencies infringing on its turf. In 2019 Congress passed the Pandemic and All-Hazards Preparedness Act. J. Glock has assembled an impressive list of pandemic plans.   in City Journal, noting that, “The problem isn’t that the U.S. government lacked a plan for an international pandemic. It’s that the government had dozens of such plans, totaling thousands of pages.” Glock proceeds to list the National Strategy for Pandemic Influenza, the fifty Pandemic Preparedness Plans of the states, the Biological Incident Annexes to the National Response Frameworks, the HHS Pandemic Influenza Plan, the National Health Security Strategy, the WHO-initiated United States Health Security National Action Plan and North American Plan for Animal and Pandemic Influenza, the National Biodefense Strategy, and the National Security Council’s Playbook for Early Response to High-Consequence Infectious Disease, and the Pandemic Crisis Action Plan. If having a plan is good, isn’t having 58 plans even better? No. One aspirin cures your headache. 58 aspirins kill you. Many plans equals no plan. Instead, the New CDC should do all the crisis planning. And it should be ready to throw away all its plans once an epidemic starts. Rule of Man is better than Rule of Plan when we need flexibility.

If Alice is careless, she'll infect Bob and Charlie.  Private markets don't deal well with "externalities," and epidemics present externalities in spades.  We need government to address the "externalities" that contagious diseases can cause.  But government agencies -- even (or perhaps especially) those staffed with advanced degrees -- sometimes go off on their own.  The CDC has done this, and so have other agencies.  Let's refocus the CDC on epidemics, and get its competitors out of the way.
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