Table 3: FSA Contributions by Income

Income Optimal FSA Optimal FSA (Naive)
(Dollars) (Dollars) (Dollars)
$25,000 $115 $18

$29,859 $131 $18

$35,000 $147 $18

$40,000 $163 $18

$45,000 $179 $18

$50,000 $194 $18

Table 4: FSA Contributions by Marginal Tax Rates

Marginal Tax Rate Optimal FSA Optimal FSA (Naive)
(Percentage) (Dollars) (Dollars)

25 $105 $0
30 $115 $0

35.65 $131 $18
40 $149 $48
45 $179 $84
50 $222 $141

Source: Bhattacharya, Schoenbaum, and Sood (2002)




Table 7: Estimated Price Elasticity of Demand’

Price Elasticity Evaluated at:
ICD-9
Group
0.75*E[Price] 1.5*E[Price] 2.5*E[Price]
I -0.22 -0.21 -0.19
II -0.12 -0.12 -0.12
I -0.37 -0.33 -0.28
v -0.16 -0.16 -0.15
A% -0.31 -0.30 -0.28
VI -0.33 -0.29 -0.25
VII -0.54 -0.45 -0.38
VIII -0.38 -0.35 -0.32
IX -0.29 -0.27 -0.25
X 0.0052 0.0071 0.028
XII -0.31 -0.28 -0.27
X1 -0.19 -0.19 -0.18
XVI -0.19 -0.18 -0.17

* Demand is measured as number of outpatient visits in a given year

Source: Bhattacharya, Vogt, Yoshikawa, and Nakahara (1996)



Appendix: Glossary of ICD-9 Codes

ICD-9 Description of Category
Code
I Infectious Diseases
II Neoplasms
111 Endocrine, Nutritional, Immune System, and Metabolic Disease
v Diseases of Blood and Blood Forming Organs
A% Mental Disorders
VI Diseases of the Nervous System and Sense Organs
VII Diseases of the Circulatory System
VIII Diseases of the Respiratory System
IX Diseases of the Digestive System
X Diseases of the Genitourinary System
XI Complications of Pregnancy, Childbirth, and the Puerperium
XII Diseases of the Skin and Subcutaneous Tissue
X1 Diseases of the Musculoskeletal System and Connective Tissue
XIV Congenital Anomalies
XV Certain Conditions Originating in the Perinatal Period
XVI Symptoms, Signs, and I1l-Defined Conditions
XVII Injury and Poisoning




Table 3.3 Predicted mean annual use of medical services for a standard population (slandard errors in parentheses)®

Probability of any Probability of any Medical expenses
medical use (58] j.tlpﬁ.ti:EJ]t use (%) por person {1991 3)
Plan Mean £ v fres Mean i w5, free Mean i ws, free
Free BT it 10,37 — 1019 —_
(0.6T) (0423 (43
23% TE.2 —6.a9 4.83 274 20 —-4.05
(.90 (0.38) (LY
505 743 —6.33 8.31 -3,57 Tt 4,41
{1.86) (0.40) {43)
D3% 6.0 —11.5% 1A —-4.80 T -6.74
(1.48) (0.35) {35)
Individoal Deductible 724 —1().a9 .52 —-1.28 817 =374
(1.14) (0.53) (45)

i, Estimates are predicted valoes from the four-cquation model. Medical sorvices exelude denta] snd ovtpatient psycholhermpy. The predictions are for the
enrollment population carried forward through eael vear of the Expedment. The stundard errors are correeted for intertemporal and intrafamily correlation,
These r-stafisiics are larger than those one would compute from the standard ermors shown in Table 3.2 hecanse use of the standard ergors ignones e posilive
eovariance helween the twi predicled plun means from the shared X6 term. The difference in expenses belween the 25% and 30% plans @5 significant at the 5%
level (r = 1.97), und between the 50% and 95% plans is significans at the 6% level (1= 1.93), The parameler estimates underlying these predictions arc ovoilable

in banning et al. {19ER).
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TABLE 5.3 ARC PRICE ELASTICITIES OF MEDICAL SF:END_[NG

Coinsurance Outpatient Total Total
Range %  Acute Chronic  Well Outpatient Hospital Medical Dental

0-25 0.16 0.20 014 0.17 017 017 012
(0,02} {0.04) (0.02) (0.02) (0.04) (0.02)  (0.03)

25-95 034 023 0.43 0.31 0.14 0.22 0.39
(0.05) (007} (005 (004  (010) (006) {0.06)

Nare; Standard errars are given in parentheses, For their method of computations, see
Keeler, Buchanan, Rolph, et al. (1988).
Source: Keeler, Buichanan, Rolph, et al. [1388).

Source: Phelps (2002)



Table 3.5 Predicted annual use of medical services by age group for a standard

population?
Frobability of any Probabuliey of any Medical expenses
medical use (%) inpatient use (%) (1991 5)
Plan Mlean i wa. free Mean  rwvs, free Blean  rvs, frec

Chaldren (< 18)

Free 84.0 — 5.33 — 453 —
25% 74.1 -6.72 4.498 —{1.55 76 =216
S5 0.3 T 1} 4,62 -[. 13 1) =220
DA [i.5 -11.64 4.3 —[.El 309 —4.140
Tndividuwal fid.5 —IhGH 5.E6 +11.63 auz —1.42
Dieducrible
Addults
Free aa.0 —_— 13.9 - 1416 —
25%: El4 -h.03 11.5 192 1143 =370
S0% 711 —6.19 10,5 3.5 1045 —3.50
QS 71.2 -[1.57 1.2 —d.654 75 —6.07
Individaal T5.0 = (k37 i2.1 =].89 1117 =303
Deductible

a. Predictions for all vears of the study for the enrollment population carmied forward for all
years of the study, Stindard ervors correcled for imedemporal and intrafamily correlanion,
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Tehle 5.20  Effect of cost sharing on preventive care, adults

Percent with any preventive
care In 3 vears

| Age proup and Family Tndividual
npe of care Free plan coinsurance plans Deductible
Mades 17-44
Preventive care 27.2 23.1 17.20
Males 4504
Preventive care 3.1 274 | B_Ra

females 17=44

Pap smears 722 65.8 54.81

Preventive care 83.7 J6.90 711
Females 45—64

Pap smears 65.0 52.8b S0.0b

Preventive care 79 §5.3b 686

4 Bignificantly different from tke free plan {p < 0.01).
b, Sizmificantly different fcom the free plan (@ < 0.035).

Source: Newhouse (1993)



fahie 5,21  Effect of cost shaning on preventive care, children

Percent with any preventive
care in 3 yeurs

Age and type Family Individual
of care Free plan coansurance plins Deductible
-4 years
lmmunizations 58.0 48,74 50.4
Preventive care g2.5 73,72 77.9
=16 years
Immunizations 212 21.7 16.1
Preventive care 64.8 a0.6 53.2¢

a. significandy different from the free plin {2 < 0.035).



Table 5.15

Mumber and percentage of all antibiotics and rate of use per person per year, by diagnostic category and insursnce plan

Free plon (W = 1,935)

Cost-gsharing plans (M = 3,830)

Mumber Mumbsr Ratio of free 1o
Mumber of ICT Persn Number of pet person cosl sharing

Diagnostic antibiotics eneolled in antibiotics crralled in (953% confidence

culegory purchased T plun purchased g plan nterval
All viral canditions 320 17 017 321 16 .08 197 (1,70, 2.2%)
Acute upper respiratory infection 195 10 010 222 1§ 0.06 .74 (1.45, 2.09)
Influenza 43 2 .oz 30 2 00 218 11,42, 3.35)
Caugh 19 L i 13 1 LELEFES 2HG(1.43, 584
Throat pain 20 1 0,01 22 1 0. L.80 {098, 3.29)
Chronie rhinitis 15 | .01 10 <1 0.003 297 (1.34, .60
Viral rashes, exanthems 28 2 .01 ] 1 0.004 360 (1,08, 6.80)
All viral-bacterial conditions inl 16 0,16 3§z 19 00 1.56 (1.30, 1.800
Acute pharyngitis 191 L .10 245 12 006 1.54 (1.28, 1.85)
Acute laryngitis 14 1 0.01 21 1 0.1 1,32 (0.67, 2.59)
Acute branchitis 98 5 0.03 16 f 0.03 .64 (1.26, 2.14)
Al bacterial conditions k{1 1) 047 q19 45 .24 195 (1,81, 2.10)
Respiratory conditions 37 1§ 0.17 412 210 N 1.62 (1.42, 1.85)
Momrespiratory conditions 08 M 024 a7 25 013 2220200, 24T
All other conditions 289 Ia 015 156 ) .00 Lal {1.39, 1.86)
Tatalt 1,857 Gt 0.96 2,046 Qb n.s3 1.80(1.75, 1.B&)

a. Taylor's serics 93% confidence intervals; ratio wnl confidence intervals caloulated using 8 significant digits.
b. Numibers shown For the [our main Jiagnostic categories do not sum (o the totel beeyuse dizgnoses were unknowin for 32 claims on the free plan and 68

claims on the cost-sharing plans.
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Table 5.2 Anmual rate of cmergency department visits resulting in
hospilalization

Visils per % of free
Plan 1,000 persons® plan
Frioe 32 (3.5} 100
25348, 50%, 21 (2.1 67
and 95%%
Individual 22 (3.5F 8
Deductible

4. Visit rates shown are simple means.

b, Frgures i parentheses are the standand errors of the mean uncorrected for intrafamily or
intedemporal correlation. The true standarnd errors are shightly larger.

€. @ =< {[L03 far the contrast with the free plan.



Table 3.24  Comparison of expenditure on ambulatory medical and mental
health care per enrolles (standand errors in parentheses 2
Ambulatory Ambulatory mental
medical care® health care
T T
Sample of frec Mean of free
Plan mezam (%) plan expense (%) plan
Free care 488 100 42.20 100
{17} (1
25% medical/ KPRy T8 28.40 67
25% mental® (28] (7
25% medicall 362 74 3220 76
50% mentald (35} {13)
30% medical/ na 63 [3.10 33
0% mentald {24) (8]
O3 % 282 58 18.10 43
(18] (5
Individual 353 72 47.70 113
Deductible (20% (11}

a. Mientzl health servives defined using diagnosis or procedure (conservative Jefinition).
Resulis from Manning et al. (E985h), The semple is the same as thar in Table 3,22, The results
for ambulatory medical care differ from those in Table 3.2 because the sample excludes the first
year of experience in Dayion on te 95% and Individual Deductible plans. This maintains com-
parability with the mentol health results; the ficst year of experience in Davien is excloded on
those plans becavse outpatient mental health services were not covered. Diollars are 193]

dollars.

h. BEscludes ull inpatient and dental expenses,
£, Medicl coinsurznce rafe = 25%,
4. Ambeluory mentdl fiealth coinsurance eate = 50%.,



Table 3./2  Predicted steady-state annoal wse of dental services by income
tertiles for a standard population for free and 95% plans?

Low-1ncome High-income
tertile tertile
I ¥s, I vs, I ¥h,
Plan Mean 955 Mean 95% Lo
Free
Probability of any 57.8 5.91 T4.7 i 54 o017
wse (56
Visits'enrollee 1.69 4.75 2.05 3.31 4.43
Expenditure (%) 317 2.76 339 3.23 1.02
95% plan
Probability of any 398 -— Gl.2 —- i
use (5e)
Visitsfenrollee [.16 — |.63 - 344
Expenditures ($) 216 - 234 — 0.61

a. standardized population is all participanis present ai enrollment. -slatistics adjusted for
strafamly and interemporal correlaton, Expenditures standardized o January 1984 dollars
weing Che dental lee component of the CPL and brooght forward to 1991 osing the overall CPL
Lew-income tertile had family incomes below 326,400 in 1991 dollars; high-income tertile had
family incomes above S3E.400,



RURAL CHINESE MEDICAL CARE USE AS A FUNCTION
OF INSURANCE COVERAGE

Percent of Costs Per Capita Quipatient
Faid by Insurance Expenditure {(YuanYear)
0 1336
10 17.16
20 18.96
3 21.12
4] 23.52
50 26.04
i) 29.54
Ji 3312
&0 3656

Source: Cretin, et al (1988)



