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Research questionResearch question

How does competition among HMOs How does competition among HMOs 
affect HMO quality? affect HMO quality? 



Main issuesMain issues

Causality is hard to assessCausality is hard to assess
–– We use different identification strategies, but We use different identification strategies, but 

fundamentally we measure associationfundamentally we measure association
Quality is multidimensional and hard to Quality is multidimensional and hard to 
measuremeasure
–– We use commonly used measures of We use commonly used measures of 

performanceperformance
HEDISHEDIS
CAHPSCAHPS



Previous literaturePrevious literature
Literature focuses on plan traits as Literature focuses on plan traits as 
opposed to market traits opposed to market traits 
Literature on the relationship between Literature on the relationship between 
competition and performance is sparsecompetition and performance is sparse
–– Morrissey, 2001Morrissey, 2001
Scanlon et al. 2004Scanlon et al. 2004
–– Competition not associated with better Competition not associated with better 

performanceperformance
Cross sectional designCross sectional design
Maybe ‘production function’ issuesMaybe ‘production function’ issues



Quality measured by HEDIS and Quality measured by HEDIS and 
CAHPS dataCAHPS data

HEDIS: administrative and medical record dataHEDIS: administrative and medical record data
childhood DTP immunization ratechildhood DTP immunization rate
adolescent MMR immunization rate adolescent MMR immunization rate 
cervical cancer screening rates cervical cancer screening rates 
breast cancer screening rates breast cancer screening rates 
annual eye exam rate for diabetic enrolleesannual eye exam rate for diabetic enrollees
beta blocker prescription rate post AMIbeta blocker prescription rate post AMI

CAHPS: consumer survey dataCAHPS: consumer survey data
overall plan ratingoverall plan rating
rating for getting care quicklyrating for getting care quickly
rating for claims processingrating for claims processing
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Plan reporting by measurePlan reporting by measure

9595666679791011011751753535Getting care Getting care 
quicklyquickly

8787686886861001001781783232Claims Claims 
processingprocessing

97976767888896961751752828Overall CAHPSOverall CAHPS

2020127127818193931391399191Diabetic eye Diabetic eye 
examexam

7272444474747979122122169169BB--BlockerBlocker

1031036060878710510518918977Cervical CancerCervical Cancer

1021026262898998981891891111Breast CancerBreast Cancer

1001005656888894941891892424MMRMMR
1021025757878797971911911717DTPDTP

5 years5 years4 years4 years3 years3 years2 years2 years1 year1 yearNo reportNo reportVariableVariable



Analysis sampleAnalysis sample
For each measure, plans dropped if ‘excessive’ For each measure, plans dropped if ‘excessive’ 
change in performance given yearchange in performance given year
551 plans551 plans
–– Public and nonPublic and non--public reporting public reporting 
–– About 70% of commercial HMO enrollmentAbout 70% of commercial HMO enrollment

363 with 2 or more years of data363 with 2 or more years of data
Serving 314 MarketsServing 314 Markets
Five yearsFive years
–– 1998 1998 –– 20022002



Data aggregationData aggregation
Data is observed at the plan, not the market Data is observed at the plan, not the market 
levellevel
We must aggregate market variables to the plan We must aggregate market variables to the plan 
levellevel
–– HHIHHI
–– HMO penetrationHMO penetration

Aggregation based on share of plan enrollment Aggregation based on share of plan enrollment 
in each MSAin each MSA
–– Time varyingTime varying
–– Constant share (based on average enrollment) Constant share (based on average enrollment) 
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Measuring competitionMeasuring competition
HHIHHI
–– HMO commercial marketHMO commercial market

Excluding Medicare and MedicaidExcluding Medicare and Medicaid
–– Aggregate from the market to plan levelAggregate from the market to plan level
Aggregate competitiveness is relatively Aggregate competitiveness is relatively 
stablestable
–– HHI 1998:  .54HHI 1998:  .54
–– HHI 2002:  .56HHI 2002:  .56
75% of MSA experienced a change in the 75% of MSA experienced a change in the 
number of HMOsnumber of HMOs
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Sources of HHI variationSources of HHI variation

Cross sectionalCross sectional

Changes within markets over timeChanges within markets over time

Changes over time in markets servedChanges over time in markets served



SpecificationSpecification

Cross section model (1999)Cross section model (1999)
Pooled longitudinal/ cross sectionPooled longitudinal/ cross section
MSA fixed effectsMSA fixed effects
–– MSA of largest enrollmentMSA of largest enrollment
Plan fixed effectsPlan fixed effects
–– Actual MSA enrollment weights used for Actual MSA enrollment weights used for 

aggregationaggregation
–– Plan average MSA enrollment weights used Plan average MSA enrollment weights used 

for aggregationfor aggregation



Other covariatesOther covariates
HMO penetration (at the MSA level)HMO penetration (at the MSA level)

HMO model typeHMO model type

Public reportingPublic reporting

Data collection methodData collection method

Tax status (e.g. forTax status (e.g. for--profit)profit)

Plan agePlan age
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Other resultsOther results

Hybrid data collection associated with Hybrid data collection associated with 
better performancebetter performance

NonNon--profit tends to be associated with profit tends to be associated with 
better performance better performance 



Results summaryResults summary
Source of identification mattersSource of identification matters
Plan F.E. models suggestPlan F.E. models suggest
–– Competition has little association with HEDIS Competition has little association with HEDIS 

variablesvariables
–– Competition is associated with better Competition is associated with better 

consumer rating of overall performanceconsumer rating of overall performance
–– HMO penetration is not consistently HMO penetration is not consistently 

associated with better performanceassociated with better performance
Plans that publicly report perform betterPlans that publicly report perform better
–– This may not be causalThis may not be causal



ImplicationsImplications
Plan competition does not necessarily Plan competition does not necessarily 
improve HEDIS performance.  Why?improve HEDIS performance.  Why?
–– Fragmentation?Fragmentation?
–– Externalities (negative quality spillovers)?Externalities (negative quality spillovers)?
–– Consumers do know about HEDIS scoresConsumers do know about HEDIS scores
–– Consumers do not care about HEDIS Consumers do not care about HEDIS 

ScoresScores
Plan competition is associated with Plan competition is associated with 
better overall performance on CAHPSbetter overall performance on CAHPS
–– Plans may respond to consumer desires  Plans may respond to consumer desires  



Outstanding issuesOutstanding issues

Competition and Price?Competition and Price?

What plan traits affect consumer ratings?What plan traits affect consumer ratings?


