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Estimating the elasticity demand for medical care

* Key parameter in the previous discussion is the
elasticity of demand for medical care

* Empirical question

* How does one go about estimating a model with
real world data?

Typical study

* Variation across people in the price they pay for
medical care (coinsurance)

* Determined by
— Deductible
— Stop loss
— Coverage

¢ Comparison is between people with more or less
generous health insurance

Y =a+x05+COINSURE B +¢,

Y, = spending on medical care
X, = controls
COINSURE,; = coinsurance rate

think of this as the price of medical care

We anticipate ,ﬁ <0

ﬁ’ unbiased is E[¢&, | x,, COINSURE,]=0
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* Insurance is not randomly assigned. People with * Negative selection
particular characteristics may end up with more or less
generous insurance

* Positive selection (adverse selection)

— People with the greatest demand for medical care have

— Tax preferred vehicle

— People with high incomes and education have more
income and better insurance

greater demand for insurance — They also tend to be healthier and need less care
— Those who are the sickest — But health care is a normal good — may demand more
. H?we lowerAincome, lower education — Cov(e, COINSURE,)>0
* History of illness

— Those we anticipate have lower demand for services

- gﬁv(ei’tChOINs_U_REi) <h(1) b di >0 K (5;<0) are more likely to have insurance
s ot s e i 20 sk o CONSURE Savcre)
5 6
. Percent Firms Offering Health Insurance
Uninsurance Rates, 2018 By Establishment Size, 2011 o)
100% 93.3% .
Ages 15-64 10.6% By family income, all ages o 0 78.2%
By Education, 26-64 <$25K 13.8% g oo
<HS 26.8% 2$25K, <$50K 12.3% § ) 58.4%
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Some college 10.1% >$75K, <$100K 7.1% g
College 5.6%  =$100K, <$125K  5.6% 2% e
Grad degree 2.7% >$125K, <$150K 4.9% g -
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) EstaWSize




9/17/2020

Uninsured Non-Elderly by Work Status of Family Head, 2007

Non-worker,
Part-year, 1.0%
part-time
worker, 4.1 ‘V\
Part-year,
full-time

worker,\

11.5%

year,part-
time worker,

6.6% Full-year,full-

time worker,
66.7%

Insurance Status and self reported health status
2013-2015 NHIS

% w/ Health
Status % of sample Insurance
Poor 4.0% 86.4%
Fair 11.5% 83.2%
Good 28.0% 84.1%
Very Good 32.4% 89.2%
Excellent 24.2% 90.4"{8

RAND Health Ins. Experiment

2000 families

Four sites

— Dayton, Seattle, MA, SC

Four coinsurance rates

—0, 25, 50 and 95%

Also HMO compatison w/ 0% coinsurance
Various ‘caps’ on ‘maximum dollar expenditures’

— Did not want families to go bankrupt in the
experiment

* Covered most services w/ some exceptions

* Enrolled for 3-5 years
* Non-Medicare (<63) eligible

* Participants given cash subsidy to enroll
— Maximum expected loss from participating
— Less likely to enroll if the already had insurance

— Goal: enrolling should make them no worse off

* Claims filed with experiment
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1P,

I'/Py

Py

1=PX+PH
P,< 1 (coinsurance rate)

Increase coinsurance rate to
P.*

Must increase Income to I” to keep
Them indifferent between original
Situation and new plan

P,

Annual Per Capita Medical Use

Plan

Free

25%

50%

95%

Visits

4.55

3.33

3.03

2,73

Outpat. $ Hosp

$630

$489

$421

$382

Hosp $ /Total $
Admits

0.128 $769 $1410
0.105 $701 $1160

0.092 $846 $1078

0.099 $592 $1016

Real 2005 dollars

4

Translating results

QZ_QI
£ _%A0 0
‘" %AP  B-R
R

Qz_Ql
Q2+Qlj M
_9+0
B-R_ " B-R

Arc &, = [

* Look at moving from 25% to 95% coinsurance
rate. P,is 0.95 and P, is 0.25

* Visits fall from 3.33 to 2.73

« £=[(2.73-3.33)/(2.73+3.33)]
/[(0.95-0.25)/(0.95+0.25)] = -0.17
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Elasticities, Going from 25-95% Coinsurance
Table 1
Plan Summary Statistics and Refusal and Attrition Rates
¢ Outpatient $ * Total Medical R r—
_ Individuals  out-of-pocket |  refusing Share  [|Share refising
Acute Plan ( families) share* enrollment attriting | or attriting
— Chronic
A * Dental Free Care 1,894 (626) 0% 6% 5% 12%
— Preventive 25% Colnsurance 647 (224) 23% 20% 6% 26%
Mixed Coinsurance® 490 (172) 28% 19% 9% 2%
50% Coinsurance 383 (130) H% 17% 1% 21%
Individual Deductible® 1,276 (451) 59% 18% 13% 2%
* Total outpatient 95% Coinsurance 1121 (382) 76% 1% 17% 7%
All plans 5511 (1.985) 4% 16% 10% 24%
. : pvaluse, all plans cqual <0000l <0.000]
Hospital ., Free Care w. <0001 <0001 <
Free Care w 0.0001 05590 0.0001
pralue, 25% w. 95% 04100 0.000% 0.0136
17 18
Health Expenditures per Capita, Real 2009 $ % of GDP Going to Health Care
$10,000 20%
$9,000 $8,760 18% 17.3% 17.5%
$8,299
$8,000 16%
$7,000 14% 13.3%
12.1%
$6,000 $5,932 12% .
5,000 Y
5, $4,253 1% 8.9%
5
o
$4,000 8% 6.9%
$3,000 $2,501 6% | s.0m
$2,000 $1,559 4%
$1,000 $837 I 2%
1960 1970 1980 1990 2000 2010 2014 1960 1970 1980 1990 2000 2010 2014
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Spending, Today vs. HIE

MEPS Rand HIE
Spending 2017 2017%
Category 18-64 Free Care

Avg, spending §4,714 $1922 Oregon HEI
Inpatient $1,034 $925
% with inpatient 5.4% 10.3%
Rx $1,222 $139
% RX 58.5% 7.5%
Outpatient $469 $858
2

Oregon Medicaid Lottery OHP Standard

* OHP Plus
— Serves traditional Medicaid patients

— Low income pregnant women and children, disabled,
families on welfare

* OHP Standard

— Adults aged 19-64 — low income but not eligible for
public insurance

— Uninsured > 6 months (why)

— Low assets

Comprehensive benefits with low cost shating
— Everything but vision and non-emergency dental
Care provided by managed care groups
Annual spending/year is $3000

Premiums based on income with many paying
nothing
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OHP Standard

* Peak enrollment was 100K in 2002

* Stopped taking new enrollees in 2004 due to
budget

* By 2008, attrition reduced plan to 19K
¢ State had money to enroll an additional 10K
* Expected high demand (90K applied)

* Used lottery to determine access

OHP Standard

* ~ 36K were selected in the lottery
* 10K were eligible

— 60% did not return forms

— Rest had quarterly income that was too high
* If enrolled, stayed in program indefinitely

— Need to re-certify every 6 month

Data

* Demographic and income data
— From application
* Administrative
— Measures hospital discharge
— Rare (<5%) but 25% of costs
* Credit reports
— Able to match 68.5%

Data

* Survey data
— Measures dr. visits and health outcomes
— Only 50% response rate

— 16 months after notice and 13 months after entry
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TABLE 1

DEMOGRAPHIC CHARACTERISTICS OF STUDY POPULATION (CONTROL GROUP)

Variable Control mean Variable Control mean}
Panel A: Full sample
Sex Language
% Female 0.557 % English preferred 0.922
Age ZIP code-level variables
% 50-64 0.267 % MSA 0.773
% 20-50 0.733 ZIP code median household income $39,265
Panel B: Survey responders only
Lottery list variables
Sex Language
% Female 0.591 % English preferred 0.917
Age ZIP code-level variables
% 50-64 0.316 % MS. 0.751
% 20-50 0.684 ZIP code median household income $39,225
12-month mail survey variables
Race Health status
% White 0.820 Ever diagnosed with:
% Black 0.038 Diabetes 0.175
Asthma 0.276
High blood pressure 0.399
Ethnicity Emphysema or chronic bronchitis 0.129
% Spanish/Hispanic/Latino 0123 Depression (screen positive) 0.557
29

TABLE I

(conTINUED)
ariable Control mean Variable Control mean
Education Income (% federal poverty line)

% Less than high school
% High school disploma or GED

/o Vocational training or 2-year degree
% 4-year college degree or more

Employment

% don't currently work

% work <20 hours per week
% work 20-29 hours per week
% work 30+ hrs per week

Average household income (2008) $

0.177
0.491
0.220
0.112

0.551
0.090
0.099
0.259

13,035

<50%
50-75%
75-100%
100-150%
Above 150%

Insurance coverage

Any insurance?

OHP/Medicaid

Private insurance

Other

# of months of last six with insurance

0.406
0.138
0.140
0.177
0.139

0.325
0.117
0.128
0.102
1.738

TABLE II

TREATMENT: CONTROL BALANCE

Control mean (std. dev.)
for full sample

Difference between treatment and control

Credit report

Survey respondents
I

Full sample subsample
[t @ &) @
Panel A: Match/response rates
Matched in September 2009 credit data 0.663 —0.0043
(0.473) ©.0037)
10.247)
Responded to survey 0506
(0.500)
Response time (in days) 53.0
7.8)
Panel B: Prerandomization characteristics
Lottery st variables
Fstatistic 1.286 0,553 0574
p-value] 0:239] 0.536] 0.520]
Pre-randomization outcomes
Fstatistic 543 0.921 1266
p-valuc] 0.844] (0518] 0:281]
Both of the above
F-statistic 0.915 0.793 0.782
p-value] 10.56] 10.726] (0.680]
74,922 149980 23741
31

TABLE IIT
FRsT-STAGE ESTIMATES
Full sample Credit report subsample Survey respondents
Control mean  Estimated FS  Control mean  Estimated FS  Control mean  Estimated FS
i) [€) @ ®
() Ever on Medicaid 0141 0.135 0.135
(2 Ever on OHP Standard 0027 0.028 0.026
(3) # of months on Medicaid 1408 1352 1509
(4) On Medicaid, end of study period 0106 0.148 0.101 0.105
(0.0031)

(5) Currently have any insurance (self-report) 0325
(6) Currenty have private insurance (self-report) 0128
() Currently on Medieaid (self-report) 0117
(8) Currently on Medicaid 0.105
(9 Ever on TANF 0031 0.028 0.0021 0.023

©0.0016)
(10) TANF benefits ($) 124 m 1543 100

©571)
(11) Ever on food stamps 0606 0594 018 0622

(0.0035) 0.0054)
(12) Food stamp benefits ($) 1776 1787 60.0 2202 1224

858 (@3.4)
149,980 23741
32
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TABLE IV
HosprraL Utzation

Control
mean T LATE  p-values
& @ @) @)
Panel A: Extensive margin
All hospital admissions 0067 00054 0021 0.004]
(0.250)  (0.0019)  (0.0074)
Admissions through ER 0.048 0.0018 0.0070 [0.265]
(0.214) (0.0016) (0.0062)
Admissions not through ER 0.029 0.0041 0.016 [0.002]

(0.167)  (0.0013)  (0.0051)
Panel B: All hospital admissions

Days 0498  0.026 0.101 [0.329]
(3.795)  (0.027)  (0.104)  {0.328)

List charges 2,613 258 1,009 [0.077)
(19,042)  (146) (569) (0.106)

Procedures 0.155  0.018 0.070 [0.031]
(1.08)  (0.0083) (0.032)  {0.059)

Standardized treatment effect 0.012 0.047 [0.073]

(0.0067)  (0.026)

n,=0Use/ OLottery = 0.0054
0,=0Medicaid/ OLottery =0.256

B,= ,/0,=0.0054/0.256 = 0.021

TABLE V
HeALTH CARE UTILIZATION (SURVEY DATA)

Extensive margin (any) Total utilization (number)
Control Control
mean  ITT  LATE pvalues mean  ITT  LATE p-values
i) @ @ @ ) ®) @ ®)
Prescription drugs currently 0.637 0.025 0.088 10.002] 2.318 0.100 0.347 (0.049]
(0.481) (0.0083) (0.029)  (0.005)  (2.878) (0.051) (0.176)  (0.137)
Outpatient visits last six months 0574 0062 0212  [<0000] 1914 0314 1083  [<0.0001]
(0.494)  (0.0074) (0.025) {<0.0001) (3.087)  (0.054) (0.182)  {<0.0001)
ER visits last six months 0.261 00065 0022  (0335] 047 00074 0026  [0.645]
(0.439) (00067 (0.023)  (0.547)  (L037) (0.016)  (0.056)  (0.643)

LATE for outpatient (total use)
n,=0Use/ OLottery = 0.314
6,=0Medicaid/ dLottery =0.290

B,= 7,/6,=0.314/0.290 = 1.083

Comparison w. RAND (Inpatient)

* P,=0,P=1, 50 (PyPy)/ (P, +P)=-1
* Arc§=AQ/(QQ)/ (1)

— AQis LATE

— Q, is without insurance

- Q,=Q;+AQ

* Hospital
- Q,=0.067
— AQ =0.021

— Q, = 0.067+0.021=0.088
- £,=-AQ/(Q+Q;)=-0.021/(0.088+0.067)=-0.135
— RAND HIE was -0.14

Comparison w. RAND (MD visits)

* P,=0,P =1, 50 (PyPy)/ (P, +P)=-1
* Arc§=AQ/(QQ)/ (1)

— AQis LATE

— Q is without insurance

- Q=QtAQ
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TABLE VI
CoMPLIANCE WITH RECOMMENDED PREVENTIVE CARE (SURVEY DaTa)

Control
mean ITT LATE
(1) (2) (3)
Blood cholesterol checked (ever) 0.625 0033  0.114
0.484) (0.0074) (0.026)

Blood tested for high blood sugar/diabetes (ever)
Mammogram within last 12 months (women > 40)
Pap test within last 12 months (women)

Standardized treatment effect

0.298
(0.457)
0.406

(0.491) (0.01) (
0.087 0.300
0.012) (0.041)

0604 0026 0.090
(0.489) (0.0074) (0.026)
0.055 0.187
0.012) (0.04)

0.051 0.183

TABLE IX
HEaumi
Control
‘mean 1T LATE p-values
o) @ @ @
Panel A: Administrative data
Alive 0992 0.00032 00013 0.638)
(0.092) (0.00068) (0.0027)
Panel B: Survey data
Self-reported health good/very good/excellent (not fair or poor) 0548 0.039 0.133 [<0.0001]
(0.498) (0.0076) (0.026) (<0.0001)

Self-reported health not poor (fair, good, very good, or 086 0.029 [<0.0001]
excellent) (0347) (0.0051) (<0.0001)
Health about the same or gotten better over last six months 0714 0033 [<0.0001]
(0.452) (0.0067) (<0.0001)
# of days physical health good, past 30 days* 21.862 0381 0.019)
(10.384) (0.162) 0.018)
# days poor physical or mental health did not impair usual 20.329 0.459 0.009]
activity, past 30 days* (10.939) 0.175) 10.015)
38

TABLE VII
FivanciaL STRAIN (ADMINISTRATIVE DATA)

Control
mean ITT LATE  p-values
i) [E) [£) )
Panel A: Overall
Any bankruptey 0.014 0.0022 0.0086 [0.106]
©.119)  (0.0014)  (0.0053)  10.358)
Any lien 0.021 0.0012 0.0047 0.406]
(0.144)  (0.0014)  (0.0056)  {0.698)
Any judgment 0.0014 0.0054 [0.573]
0.0020)  (0.010) 10.698)
Any collection —0.012  —0.048 0.003]
0.0041)  (0.016) 10.013)
Any delinquency (credit accounts) 0.0016 0.0063 0.704]
0.0042)  (0.017) 10.698)
Standardized treatment effect 0.0022 0.0086 10.653]
0.0048)  (0.019)
Panel B: Medical debt
Any medical collection 0281  —0.016  —0.064
(0.449) (0.0040) (0.016)
Amount owed in medical collections 1,999 -99 -390
(6733) (45) 1M
Standardized treatment effect —0.026  —0.100
0.0061)  (0.024)

Impact of Oregon on Clinical
Outcomes

* 27 year followup of the Oregon experiment
* Participants Interviewed from 9/09 to 10/10
— 25 months after the lottery
— Sutvey data on health status
— Anthropomorphic data
— Blood spots

— Short form depression survey

10
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RISky levels fOI' biomar kerS Table 1. Characteristics of the 12,229 Survey Respondents.*
Lottery
» Controls Winnersi
. ngh tOtal ChOleSterOI, 2240 mg/d.l Characteristic (N=5842) (N=6387)] P Value
percent
e T.ow HDL’ <40 mg/dl Female sex 56.9 56.4 0.60
. . Age groupt

° ngh glycated hCI’nOglOblIl, >6.4% ’ 1g9734pyr 360 35.1 038
3549yr 364 36.6 087

° ngh systo]ic, > 140 mm Hg 50-64yr 276 28.3 043
* High diastolic, > 90 mm Hg e o

Non-Hispanic

White 68.8 69.2 0.68
Black 105 10.6 0.82
Other 148 14.8 0.97
Hispanic 17.2 17.0 0.82
Interview conducted in English 882 885 074
a1 a2
Table 2. Mean Values and Absolute Change in Clinical Measures and Health Outcomes with Medicaid Coverage.*
Mean Valuein  Change with Medicaid Table 2. Mean Values and Absolute Change in Clinical Measures and Health Outcomes with Medicaid Coverage.*
Variable Control Group Coverage (95% Cl)j P Value
Mean Valuein  Change with Medicaid
Blood pressure Variable Control Group ~ Coverage (95% CI)f P Value
systolic (mm Hg) 11932169  -0.52 (-2.97 to 1.93) 0.68 Hypercholesterolemia
Diastelic (mm Hg) 76.012.1 —0.81 (-2.65 to 1.04) 039 Disgnosis after lottery ()1 61 239 (15210 6.29) 023
Elevated (31 16.3 -133 (7160 4.49) 0.65 Current use of medication far high cholesterol level (%) 85 3.80 (0.75 t0 8.35) 010
Hypertension Glycated hemaglobin
Diagnosis after lottery (36){1 56 1.76 (-1.89 to 5.40) 034 Level (36) B85 001 (0.09100.11) AR
Current use of medication for hypertension (%)f] 13.9 0.66 (-4.48 to 5.80) 030 Level 26.5% () 51 0,93 (44410 2.59) 061
Cholesterol* Disbetes
Total level (mgydl) 204.134.0 EZD(E20 D) 035 Diagnosis after lottery (%) 11 3.83 (193t0573) <0.001
High total level (3) 141 243 (775 10 2.89) 037 Current use of medication for diabetes (%)f| 64 5.43 (139 to 9.48) 0.008
HDL level (mg/dl) 47.6+13.1 0.83 (-1.31t02.98) 0.45
Low HDL level (%) 28.0 -2.82 (-10.28 to 4.64) 046
a3 44

11
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Table 3. Mean Values and Absolute Change in Health-Related Quality of Life and Happiness with Medicaid Coverage.* Table 5. Mean Values and Absolute Change in Health Care Utilization and Spending, Preventive Care, Access
to and Quality of Care, and Smoking and Obesity with Medicaid Coverage.*
Mean Value in Change with Medicai 5 - —
Variable Control Group Caverage (95% CI)j P Value Mean Value in Change with Medicaid
Variable Control Group Coverage (95% Cl)j P Value
Health-related quality of life
Utilization (no. of visits or medications)
Health same or better vs. 1yr earlier (%) 204 7.84 (1.45 to 14.23) 0.02
Current prescription drugs 1.8:2.8 0.66 (0.21 to 1.11) 0.004
SF-8 subscales:
Office visits in past 12 mo 5.5+11.6 2.70 (0.91 to 4.49) 0.003
Mental-component score 44.4+114 1.95 (0.03 to 3.88) 0.05
Outpatient surgery in past 12 mo 0.1:0.4 0.03 (-0.03 t0 0.09) 0.28
Physical-component score 45.5+10.5 1.20 (-0.54 to 2.93) 0.18
Emergency department visits in past 12 mo 1.0:2.0 0.09 (-0.23 to 0.42) 0.57
No pain or very mild pain (%) 56.4 1.16 (-6.94 to 9.26) 0.78
Hospital admissions in past 12 mo 0.2:0.6 0.07 (-0.03 t0 0.17) 0.17
Very happy or pretty happy (%) 749 1.18 (-5.85 t0 8.21) 0.74
Estimate of annual health care spending ($)1 3,257.3 117163 (199.35t02,143.81)  0.018
Preventive care in past 12 mo (%)
Cholesterol-level screening 272 14.57 (7.09 to 22.04) <0.001
Fecal lt-blood test i =250 19.1 1.26 (-9.44 to 11.96) 0.82
Table 4. Mean values and Absolute Change in Financial Hardship with Medicaid Coverage.* ecdl occuliblood testin persons " ¢ ° )
Colonoscopy in persons =50 yr 104 4.19 (-4.25to 12.62) 0.33
Mean Value in Change with Medicaid f
Flu shot =50 355 -5.74 (-19.31t0 7.83 0.41
Variable Control Group Coverage (95% Cl)§ P value U shotin persans =58yr ¢ °7:83)
Papanicolaou smear in women 449 14.44 (2.64 10 26.24) 0.016
Any out-of-pocket spending (%) 58.8 -15.30 (-23.28 to-7.32) <0.001
Mammography in women =50 yr 289 29.67 (11.96 to 47.37) 0.001
Amount of out-of-packet spending ($) 552.821219.5  -215.35 (-408.75t0-21.95)  0.03
PSA test in men =50 yr 214 19.18 (1.14 t0 37.21) 0.037
Catastrophic expenditures (%) 5.5 —4.48 (-8.26 10 ~0.69) 0.02 o R )
Any medical debt (%) 56.8 ~13.28 (-21.59 to —4.96) 0.002
Borrowed money to pay bills or skipped payment () 244 ~14.22 (-21.02 t0-7.43) <0.001 46

Table 5. Mean Values and Absolute Change in Health Care Utilization and Spending, Preventive Care, Access
to and Quality of Care, and Smoking and Obesity with Medicaid Coverage.*

Mean Value in Change with Medicaid
Variable Control Group Coverage (95% Cl)j PValue
Perceived access to and quality of care (%)
Had a usual place of care 46.1 2375 (15.44 to 32.06) <0.001
Received all needed care in past 12 mo 61.0 11.43 (3.62 to 19.24) 0.004
Care was of high quality, if received, in past 12 mo 784 9.85 (2.71 to 17.00) 0.007
Smoking status and obesity (%)
Current smoker 42.8 5.58 (-2.54 10 13.70) 0.18
Obese 415 0.39 (-7.89 to 8.67) 093

Chandra et al.

12
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Medicare

e Part A

— Hospital care

— Mandatory
* Part B

— Ambulatory visits

— Voluntary (although neatly all sign up)
* Part D

— Prescription drugs

— voluntary

Out of pocket costs in Medicare

e Part A
— Each hospital stay, $1,156 deductible

— Hospital stays > 60 days ($289 OOP/day 61-90,
$578 OOP/day 91-150, all costs >151 days)

— Home health care, 20% coinsurance
* Part B

— Monthly premium of $99.9

— $140 annual deductible

— 20% coinsurance on MD visits

Retiree health plans

* Were covered by employer when working

* Many cases, when you retire, firm continues to
provide health insurance

* Once turn age 65, Medicare picks up almost all
costs

* Retiree plans then pay the “gaps” in Medicare
coverage (deductibles, coinsurance, copays)

CalPERS

* CA Public Employees Retirement System
— 1.2 million employees and families
— 3" Jargest insurance plan in nation

* Retirees, provides gap coverage in Medicare

* Two plans
— HMO
— PPO

* Early 2000s, mounting fiscal concerns

* Instituted copays in plans

13
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* Physician visits
— HMO increased from $0-$10 in 2002
— No change in PPO

* Prescription drugs changes
— Generic copays held at $5

— Name brand $10 to $15 for formulary, to $30 for
non-formulary

— Instituted in 2001 for HMO, 2002 in PPO

Specifics

* Sample
— Medicare recipients

— Continuous enrollment in PPO or HMO (Why?) (Is
this a problem?)

* Data
— Monthly aggregates of health care use
—1/2000-9/2003 (45 months)
— 4 plans (2 PPO, 2 HMO)
— 4*45 = 180 obs.

Model

UTIL, = a + BHIPAY, + §,+ A\ +

Eprs

* p measures plan, t is month

* UTIL is measure of utilization

* Aand A are plan and time effects
HIPAY =1 for high copay, =0 otherwise

Standard difference-in-difference model

TABLE 1—MEANS OF KEY DEPENDENT VARIABLES
(B type of plan and year)

PPOs HMOs

Prepolicy Postpolicy Prepolicy Postpolicy

2000 2001 2002 2003 2000 2001 2002 _ 2003
)ffice visits
IAverage copayment per visit — S068 5061  $0.59 —  s014 SI001 $989
(in dollars)
isits per member per month — 107 14 119 — 075 072 075
[Prescription drergs
average copayment per drug $693 1350 SI382 SI329  S136  S127  $763 §743
(in dollars)
IDrugs per member per month 198 207 221 244 127 143 134 150
Share of members with any 1567 1698 1822 2067 1195 1310 1490 1743
hospital days during the month
(10,000)

Treatment: Aq=(q2-q1)=-0.03
Control: Aq=(q2-q1)=0.07
Diff-in-diff= AAg=-0.03-0.07=-0.10

Arc-elasticity=[(AQ)/((q2+q1)]/[(AP)/ (p2+p1)]
=[-1/(0.75+0.72)] /[(10.11-0.14)/(10.11+0.14)]=-0.7
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TapLE 2—EFFECTS OF 2002 HMO OFFICE VisIT COPAYMENT INCREASE ON OFFICE ViSIT UTILIZATION
Copayment Utilization
(Dollars per drug) (Number of office visits per member per month)
Independent variable 0] ) @ @ o]
HIPAY $10.067* “01327% Z0.095% :
(0.05) (0.018) (0012)
HIPAY, , 0016 011
(0.018)
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Note: The bars show the point estimates from columns 3 and 7 of Table 3
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Offset effect

Panel B. 2002 HMO Policy Change
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FIGURE 3 EFFECT OF POLICY CHANGES ON HOSPITALIZATIONS

TasLE S—EFrECTs OF 2002 COPAYMENT INCREASES ON MEDICAL PAYMENTS PER MEMBER PER MONTH

(By source of payment)

2002 Policy change

(1) ) 3) @)
Office visit payments ~ Drug payments  Hospital payments Offset
(Dollars) (Dollars) (Dollars) (Percent)
Al sources —13.16% —23.06+ 7.23%% 200
(1.18) (1.85)
PITTOTTSOMTTS
Medicare —10.53+ — 530
(0.95) 25)
Supplemental —11.24 —29.20%* 1.49+ 37
insurance (0.26) (1.67) (0.38)
N 104 100 104
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