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Abstract

Physicians play a critical role in determining medical-care expenditures. In this
study, we empirically assess the degree to which physicians exploit their bargaining
leverage over insurance carriers as a means to raise service prices. We also examine
the degree to which these potentially higher payments may translate into di erent
levels of service utilization. We nd that physicians are able to translate bargaining
leverage into both higher fees and higher service utilization. Ceteris paribus, a car-
diologist with high market power (concentration in the 90th percentile) will charge
25 percent higher prices and perform 22 percent more services than a cardiologist
with low market power (concentration in the 10th percentile). The corresponding
orthopedist will charge 24 percent higher prices and perform 4 percent more services.
We provide evidence that the e ect of bargaining leverage on service utilization may
be explained by physicians responding to the negotiated service prices.

*We thank Seidu Dauda and Eli Liebman for excellent research assistance.
fBureau of Economic Analysis



1 Introduction

o o

P '4»‘4
AAt <

e )
MZ‘“‘VgA\ ‘g

f]: \“ tm‘.‘ ',;

JJ’" ’|“'
1RE
» » "
» » ’ ' ’ '
» »
p » ’ ’ ’
» J » g ’




<

ilg ¢
ilg ¢
2

AV]

ph
aJ
onPlr

hos
ass







"

LA ] ]

. <

4

-4y CcoBRA, ~A1-4

‘K\ 4 A

(2009)).

o by TA

° o
Sl e, A i
.

'g::n ® L a.™

i

S| ) 'S
LR ut 9ol
Al okifie
L N SR




incly
thro

igh

\n AL
de bf

i$ a Nt

physic

ncial ihte

it

o e l\de

)
4 2

v
hare the proyjsion of ca
would engoufige gregqte

21 [[DIrgiain| #
»
»
4 :~/ q“ M .v- ‘ | ‘g
. ‘L a 'JT“' H b
i‘f}i"»“. D6H
L 4 ‘L,
r L" I b ] I8
h QOJ 3l il
) i‘
2 04 2005 (L! R4
o del -l o
'gdv.A, " e 14|14 :
e~ (ACOLHY Faf
erlts. [An ACQ wpuld fbymal
htjpn|of care ampnp|dqyidefs




::1.4 ¢ .. 2011 New York Tim;s‘vvj. s JRe - P, -
H. o M ‘g vw77) - PO “’!Av

!

Uy

4

ve -||Mel| 2" e

L1 4o, X
b iA % ",ri

4 I° 4,4 <
‘¢ |PHO)) q-
L T S |

.'AI ZIN ) v
e 1814 LY
4| -l .
"‘ » Y
4 4|4 >
»|
4
P.2 1| Imsiray
S:.':A,'J
P b TE '
L) [yl T
11 v
d p » N » p p
> " » L T » b
» » » T » p »
p L p
» » T
> » » p ||»
» » ; » P » » »
» » L »
» » » »
»Iv » » »
» » » v
» »
» » » e » e




e

"

"

»»




2.3 Physician-Insurance Carrier Bargaining
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3.3 HealthlLeaders-InterStudy ¢ Data
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(FTHHIgnys) | 0.0370%% 0,032+ | [ 0.099%%%  0.093%*
(0.005) (0.004) (0.014) (0.017)
(HH ing) 0.019% 0025 | | -0.311%0 0197
(0.010) (0.004) (0.094) (0.087)
(medvalpnys) | 0.057%%  0.064%* | | 00567 0.069%%*
(0.024) (0.024) (0.022) (0.020)
(rentynys) 0.042 0015 | | -0.096%F  -0.136%%*
(0.044) (0.03) (0.048) (0.038)
(Facwagepnys) 0.004 0.017*f* -0.001 0.016%**
(0.006) (0.003) (0.007) (0.006)
(medincriow) | -0.032¢%  0.041%* -0.029 0.065%+*
(0.013) (0.014) (0.021) (0.017)
UNIV 0.022%% 0.016 0.013 0.003
(0.009) (0.00) (0.013) (0.013)
(medincpe) | 0.033%  0.0157% | | 0.0209%  0.013*
(0.007) (0.004) (0.008) (0.007)
(eduCpar) 0.079%%%  0.163* | | 0.153%%%  0.205%%*
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Q- 4 Jenl 3668963 4135610 | 3664382 4131612




L 2 ‘SA,‘~';AW“ o
o4 0% Te g
. vl A 5 I‘

" $ha ) o /4 "44
fie - [T QLS ~[) [ L]

l. ,vﬂi.A‘ LN 0.37 )
Lo Lol
AP O (IS X o ¢
0 b2 1-
sofefl u[ ¢ My [°
e 4 o <]

. [ ]

o €. a
a

&l

[ ] )
—

[ J

; ~ o

. «

4 - A3

P ._‘5

N

b2
[ >
[ J
<
=

HH LR [+ ’PfkTJr e H I HIB:

1 the MSA

i efrors o]
Mated a di

dgpender]
i| cation (

for th
Dit.

spect |¢ation of{ fing epjsode pnice| ¥ ,¥pdressjpn whese e ysedwrdeddu
able Mihle incluglimg proceglure d,¢ fectsi| [This| spdci [cation Will] bp
hysic|4 bargap. vittr insurancd garriens acgprding tj: B dliscpunt|o 'a!I

iVg rgqsulfs chamied

B
o

s
P »
ounty (foyr tptal jnstrupgénts). | No|ftalit
»

an
ho

dnder)6
Ersthn

VE PlS
price{|p), Rs
ideng|qall tp
prodgdufeq.

137

At is, if Py p; v jliar some | o | < 1, then it fgllowys| thaly In(Py ) F|In[£21), whikch ip
equivAlent|to e ) as the dent ypriable. No r|esults changed [lising this $peci Catiph ihdi ating that,
on|avgrage, ficians like hain oyer’their entire f&e schedul P ’

A3 gn pltelifgtive to th resuljs, we also gsfimate the fee Eressi bn uging coungy kedie egts an E
we.ct1a np lar coe cq the physician FI AHI,; 4 coe |di nt,'althou.gh it is s'ghtly loweyr. Th;
county [xd qts will co for all [factors unigyie to a providpjff|in a ¢ounty that ard n¢t gaptured b
othef] VaFid Although [the] cpunty | xed e ects mmake identi cgffjon mpre di cult, wg gre §till able tp
identifly fo iitjve e ects fr[o M [the faqt that di ergnt providers C:Pmpete n a di erent fashion for patients
in ne ghT)o dunties.

»| » ¥ D5 v v
» » » » » »
» [ 1 » » p »




| - < HHIinswl, £ -, o fig o
(7) 53 H » o .“« s : <l :.4g -
“i, P‘r""A. Be "o 4__.4“ ff o

< )4 o W - el at
S ' | oA 3 s |--WV !
re P
‘ A | 2 R ‘. e T
ga ml« wat :t‘ e e 2
RN T
. 14, \.gj“ | kL o| 4 o
o
) A W '4: / :“f‘: s
“ L —‘:"fT S
o t 12 || [pit | Ha
LS q[.-_n i . b
530 (o1)) IIﬁ- '44"‘! .
2 .
5 and Peri¢ atign
b L
‘ e IR ¥ ot
.4 ;“"‘-:’ el ;“‘ O

o PN 3 e

i A AL -
JA g r-":‘f"“ ",i.‘l‘

: A H Y, R
‘ ‘m,: T 2 . sallits
oo || 0 L HE | 1 (Hie
. 4? prﬁ:ck': Pl

53Resulits did notisigh} cdntly ¢hate when e fljmitgd the the pdnuildtio
gf the MHA anfl jthe u1emIonmer_1t ate pf lhs_:a%mt . Rq 3 5 Ti) for
drthopedjks anfl | 3 =11 for cardiollagy| both[siphi cant

54No rgpults pha geRWhen we indluded the|végtor SO;T

55As fdf as we jare ajvpre| only|the| recemt wdrH of Dafny e alth inppanc
gompetitjpn on| Hene g9 in fomnjerclgl insurfngg|markets.

»
» »
26




VT 3D, e fi Se A
{ G W'\‘L PR o ’f"‘_
(HHIins) | 0.1afo  0.216%
(0.0p8) (0.006)
(medincpar) | -0.02p*F*F  -0.024***
(0.0p4) (0.003)
(educCpat) -0.48)Fx* (. 285%H*
(0.0[L5) (0.011)
EPO -0.42p%Fk (.33
(0.0p7) (0.006)
HMO 0.69f % 0.520%%*
(0.0p3) (0.003)
POS 0.8 F K 10.424%%%
(0.0p3) (0.003)
PPO S0.32p%F L0.214%%%
(0.0p3) (0.002)
HDHP 0.111%%  .303%*
(0.0[L5) (0.012)
CDHP -0.077%F%  0.083%**
(0.006) (0.005)
EMPLOYER | -0.018%**  0.026%** |
(0.002) (0.001)
Q74 ve~| | 2974302 3822689

Notes: The dependent variable is
Both regressions include a dumm
age (i.e. AGE, AGEZ?, and AG
disease-stage-of-illness xed e ec
BMCOMP. Huber-White robu

signi cance at the 10-percent, 5-{

the logarfthm of the share of expenditures paid by the patient, In( ).
y variablg indicating the patient’s gender, a polynomial in the patient’s
E3), a polynomial in the number of co-morbidities, state-halfyear and
[s. The dmitted plan types are \basic medical” and \comprehensive,"
t standard errors are reported. One, two, and three asterisks indicate

ercent, ofl 1-percent signi cance level, respectively.
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5.1 Determinants of Service Utilization
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(Pn) 1.2 0.274%**
(¢.153) (0.068)
@k) S0.JiearEE0.144%%%
(0.082) (0.048)
(medincpat) .010 0.029%**
(¢.012) (0.005)
(educpar) 059 _0.361%0k
(0.044) (0.024)
EPO -0j092** -0.063***
(0.038) (0.018)
HMO 0.1k -0.119%#*
(4.058) (0.025)
POS -0.p20** -0.067H*
(4.051) (0.021)
PPO 0. 46%** -0.036%**
(0.028) (0.011)
HDHP 0.962%** 0.073***
(1.022) (0.018)
CDHP -0.P30%** 0.073%**
(4.011) (0.007)
EMPLOYER 0.(34%** -0.056***
(4.007) (0.004)
(medvalpnys) -0.081*** -0.066***
(0.011) (0.008)
(rentynys) 0.4G*** 0.228***
(0.044) (0.020)
(Facwagepnys) | -0.033***  -0.017***
(0.007) (0.004)
(medinceiow) -0.071%%* -0.027**
(0.021) (0.011)
UNIV -0.012 -0.036%***
(0.013) (0.006)
QA.'{‘ Lo 2962919 3798361

Notes: The dependent variable is the |ogarithm of the utilization of services, In(Q¢ ). All regressions include
a dummy variable indicating the pati¢nt’s gender, a polynomial in the patient’s age (i.e. AGE, AGEZ2, and
AGE?3), a polynomial in the number ¢f co-mqrbidities, as well as state-halfyear and disease, stage-of-illness

xed e ects. The omitted plan type$ are \hasic medical" and \comprehensive,”” BMCOMP. Standard
errors are clustered by disease, provider, anfl county. One, two, and three asterisks indicate signi cance

at the 10-percent, 5-percent, or 1-pencent signi cance level, respectively.
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6: M Swam S i UL Ve

(G el 0 o A

(FTHH1nys) | 0.088%%* 0.017*
(0.019) (0.009)
(HHTins) 0.305%F% _0.114%%
(0.113) (0.043)
(medvalpnys) -0.047%%* -0.051%**
(0.012) (0.008)
(rentpnys) 0.370%** 0.173%*
(0.037) (0.019)
(fFacwagepnys) | -0.034%** -0.011%%*
(0.009) (0.003)
(medinceiow)
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Appendix

A Construction of Fixed-Travel-Time HHI
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C Estimates of First-Stage Instrumental Variables

Gee? O o A
(FTHHIphys) (HH ins) (FTHHIphy;) (HH Iins)
(POPFfIow) -0.016 0.340 1.432%%* 0.251
(0.469) (0.262) (0.599) (0.225)
(POP35¢iow) 0.671** -0.172 -1.006%** -0.180
. (0.165) (0.383) (0.144)
(pop45¢iow) -1.382%** S0-200**
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D.1 Robustness: Market Structure on Price

E'¢ o Ce o E~% & Ce "o
qh‘.eﬂ O o e G ez D . 4
(FTHHIpnys) | 010700 | 0.082%% | | 01140 | 0.090%
(0.015) (0.016 (0.015) (0.019
(HH1ing) -0.304% | -0.1610% | | -0.288%¢ | -0.233*




D.2

Robustness: Market Structure on Utilization

E'¢ o Ce "o E~-2 o[ Ce "o
qw‘:‘ofﬁ O o T C‘”‘?‘oi-4 P e -
(FTHHIpys) | 0.099%** 0.00 0.145%** 0.018%*
(0.021) (0.00 (0.021) (0.010
(HHins) -0.353%%* -0.0859* -0.181 -0.079
(0.113) (0.042 (0.126) (0.053

(scale)




