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Re: Eva Hromadkova 

 

Dear Dr. Slobodyan: 

 

As per your request, I have read and evaluated the scientifi merit of Eva Hromadkova’s dissertation 

entitled, "Essays on Cost-Containment Measures in Health Care." I have attached my curriculum viate as evidence 

of my ability to provide this review. 

 

 Ms. Hromadkova’s dissertation is an investigation of demand and supply side determinants of health care 

use. The dissertation focuses on the effects of managed care and the gatekeeper function of primary care providers 

on use of primary care and downstream (e.g., specialist) care (essay 1) and the effect of cost sharing on prescription 

drug use (essays 2 and 3). These are fundamental issues of importance in health economics and remain interesting 

and worthwhile for scientific investigation such as Ms. Hromadkova’s dissertation. 

 

Essay 1: 

 

In this essay, Ms. Hromadkova examines whether the use of primary and subsequent care is affected by 

whether a person is in a managed care setting with a primary care “gatekeeper”—the provider who is the initial point 

of contact for the patient and the source of referrals to specialist and additional care. The widespread use of managed 

care in the United States and the use of physician panels in many European countries makes this an interesting topic 

to study. There is widespread belief that “gatekeepers’ are effective at limiting unnecessary care.  However, the 

empirical literature on the issue has not achieved a consensus and additional study is warranted.  The contribution of 

Ms. Hromadkova is the use of the Medical Expenditure Panel Survey (MEPS), which is a nationally (U.S.) 

representative, longitudinal dataset with detailed information on health insurance plans, and use of medical care, and 

careful econometric methods. 

 

The empirical analysis is grounded in a heuristic theory that recognizes that much of the initial impetus for 

a visit to a physician is patient-driven, but subsequent to this initial visit, the physician has considerable control of 

events. It is this influence of the physician over the total episode of care that generates the principal-agent problem 

that managed care and the “gatekeeper” are supposed to address. Limiting financial incentives at the firm level to 

provide additional care to patients, and in some cases within firm financial rewards to “gatekeepers” who limit the 

use of services, has the potential to reduce the quantity of presumably unnecessary (marginal cost above marginal 

benefit) care used. It is this issue that is at the heart of the Hromadkova’s essay. 

 

While reasonable, the theoretical development of the essay could be bolstered, for example, by reference to 

the models of Maguire (2000) in the Handbook of Health Economics or some of the models in the review essay in 

the Journal of Economic Literature by Gaynor et al. (2015). The Maguire model in particular lays out the incentives 

for managed care incentives and the implications. Of course, a more sophisticated model would not likely alter the 

basic empirical framework so its value is mainly to motivate some analyses on sub-samples and for interpretation of 

results. 

 

As noted, the essay is primarily an empirical exercise. It makes use of the MEPS data. The sample is 

limited to persons with private, employer-provided health insurance in firms that offer only one type of health 
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insurance. This sample selection criteria greatly reduces the non-random selection of persons into insurance plan, 

which is the main threat to the validity of the analysis. However, it comes at a cost of sample size, as the sample is 

reduced from approximately 12,000 to 3,000. The external validity of the analysis is also impaired by the sample 

selection, but as noted, at substantial gain to internal validity. It would strengthen the analysis significantly, if some 

type of falsification test was performed to show that selection has been reduced or even eliminated by the reasonable 

sample selection criteria. Table 1.2 is helpful in illustrating the amount of selection, but more assessment would be 

useful.  

 

Overall, the description of the data and methods could use revision to increase clarity. For example, the 

description of the logistic regression model is confusing in its notation, perhaps because of the desire for 

conciseness, but it was difficult to see exactly that a series of binomial logit models were being estimated.  The data 

description and sample selection/construction could also use revision. 

 

Results of the effect of the “gatekeeper” on the initial visit are summarized in Table 1.4. The summary is 

quite brief, perhaps too brief, and reveals that the “gatekeeper” increases the use of a primary care physician as first 

source of treatment by about 10% and decreases the use of specialist care as initial choice by roughly a similar 

percentage. While plausible, this finding is quite surprising because in most managed care settings with a 

“gatekeeper”, a person cannot go to a specialist without a referral from the primary care physician. If they do go to a 

specialist, then the insurance will not reimburse.  This should be noted. In addition, this issue can be investigated in 

the MEPS because MEPS reports out-of-pocket expenditures. We would expect those in managed care plans with a 

“gatekeeper” who see a specialist first to pay more out-of-pocket than those who see a specialist after a referral. The 

surprisingly small effect of the “gatekeeper” may also reflect a form of left-censoring where episodes of care are 

captured in the middle and not at the beginning of an episode. This issue can also be explored with MEPS data 

because of its longitudinal aspect.  This issue of left-censoring also bears on the analysis of the appropriateness of 

self-referral, as many apparent self-referrals may not be that at all and may be the care received in the middle of an 

episode that spans pre-January to June period. 

 

I have two other suggestions for the empirical analysis that may be considered. I suggest an analysis of time 

to first ICP to identify more precisely the potential selection bias that arises. Does time to first visit in the year differ 

by whether a person does or does not have a “gatekeeper”? A possible instrument for time to first visit could be the 

deductible associated with the insurance plan, although some thought should be given to whether there is an 

expected positive or negative correlation between the deductible and time to first visit. Deductibles may also be 

highly correlated with participation in a plan with a “gatekeeper.” Second, I would distinguish between three types 

of plans: HMO with gatekeeper; no HMO with gatekeeper; and no HMO and no gatekeeper (I do not believe there is 

any/many HMO without gatekeeper). The second category is unusual, although I suspect it may include a significant 

number of persons with preferred-provider plans (PPOs). 

 

Overall, I found the first essay to be important research contributing to both economic theory and public 

policy.  It is a carefully executed empirical analysis grounded in theory. The results are interesting and the essay 

makes a significant contribution to knowledge in health economics and health policy. 

 

Essays 2 and 3: 

 

In Essays 2 and 3, Ms. Hromadkova exploits a natural experiment in the Czech Republic that changed the 

cost-sharing component of prescription drug use for elderly persons. In 2007, a lump sum co-payment was required 

for prescription drug purchases and this policy was nationally implemented. In 2009, regional governments reversed 

the national policy by reimbursing copayments, although Prague did not reverse national policy and there were 

differences in implementation of reimbursement policies across regions. One point that is not clear is whether the 

co-insurance—the share of expense paid by person—changed with the co-payment policy. The description in Essay 

2 is not clear on this issue.  Also, there were other contemporaneous changes in co-payments for office visits in 

particular that may affect prescription use. It is not clear, because of the presentation, how these contemporaneous 

changes were accounted for in the analysis. Appendix A should be part of main text and presented more fully, as it is 

an important empirical issue. 

 

The data for the analysis are administrative and come from a large insurance company that accounts for 

approximately 77% of the elderly population.  Claims data are detailed and provide information about the type, 
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quantity and cost of prescription drugs.  One often used measurement in this area of research is 30-day equivalents 

of prescription drugs. Some type of adjustment along these lines may be appropriate for the data in this analysis. 

Rather than use number of prescriptions and number of packages per prescription (I assume a package is a standard 

number of units of drug?), it is interesting to use number of equivalent prescriptions and present that information 

instead of or along with the other measures. 

 

The empirical approach is a straightforward before and after design that exploits the time series and time-

by-region variation in prescription drug use. A linear time trend is included to control for ageing (time) and the trend 

is allowed to differ after national reform and after 2009 regional reform. Finally, a series of dummy variables 

indicating months just prior to and just after national reform are included to investigate whether there were 

anticipatory effects of the change in law.  

 

The description and motivation of the empirical approach is brief, perhaps too brief. The inclusion of the 

trend and allowance of trend to differ by policy regime (piecewise linear spline) is not well justified, particularly vis-

à-vis interpretation of the dummy variables for policy changes. Figure 2.1 is very useful in this regard and it would 

likely clarify estimation issues if the regression model was related to this type of figure. Indeed, the simplest 

approach would be to adjust the data points in Figure 2.1 for seasonality (e.g., January) and a linear (quadratic) time 

trend. After doing these adjustments, plot the residuals from the regression model used to adjust as Figure 2.1.  

 

The briefness of the motivation of the empirical approach also reflects a lack of much of a conceptual 

model. While the theory is relatively simple and straightforward it may be worthwhile to present a heuristic model 

that discusses stockpiling, differences in demand elasticities for certain classes of drugs, why price of drugs will 

matter (price minus copay) and why age may be important. In short, provide a bit more ex ante modeling to motivate 

the empirical analysis and interpret the findings. Currently, much of the discussion of results appears a bit ad-hoc 

because hypotheses were not specified in advance. 

 

The results are reasonable and consistent with economic intuition, and the consistency of findings across 

simple analyses such as Figure 2.1 and regression analyses are reassuring. The increase in copayments reduced the 

number of prescriptions, increased the quantity per prescription and reduced total expenditures on prescription, but 

not nearly as much as the decline in prescriptions. The increase in copayments also had heterogeneous effects by age 

of person and type of drug. Notably, the reversal of the policy largely had little effect on prescription use, which is 

likely due to the limited coverage of the reversal that applied to providers operated by regional governments. One 

notable omission of the discussion of results in Essay 2 is with respect to the reversal policy.  

 

In Essay 3, the reverse experiment is investigated. The key aspect of this policy was that it applied to 

facilities owned by government and not private facilities. Accordingly, in Essay 3, Ms. Hromadkova seeks to assess 

how the policy affected the choice of pharmacy—it is expected that there would be a significant increase in 

purchases at government owned facilities. However, as just noted, at an aggregate level, the reversal had little effect 

on the quantity of prescriptions (Essay 2 result). Therefore, it implies that the amount of switching must have been 

relatively small nationally, or that there are few government facilities. Essay 3 does not address this issue upfront 

and should. The absence of discussion linking the finding in Essay 2 to the empirical approach of Essay 3 is an 

omission that if corrected would improve the cohesiveness and comprehensiveness of the dissertation. Indeed, figure 

3.1 provides part of the answer—the share of prescriptions filled at a pharmacy eligible for reimbursement is very 

small so it may be hard to detect reliably an effect, even a large effect, in the aggregate data. 

 

The data for the analysis in Essay 3 are similar to that in Essay 2—claims data on prescription drugs from 

an insurer. The sample consists of all physician visits with a prescription. Other claims (e.g., prescription without a 

visit) are omitted.  I found this sample selection to be unnecessary at least for some analyses. It is interesting to see 

the change in pharmacy type for all prescriptions not just those associated with a physician visit. It is reasonable to 

argue that people have just as strong of an incentive to buy drugs cheaply whether they are for longstanding, chronic 

illness or not. It is also unclear whether the sample includes/excludes places (towns) without a pharmacy eligible for 

reimbursement. The writing is unclear on this point. 

 

The empirical approach is twofold. There is a non-parametric approach that shows whether the preferred 

pharmacy is one in which prescriptions are reimbursed (by government) and whether the most preferred pharmacies 

(highest quantity/share) are those that are reimbursed. This is a straightforward and reasonable approach. The second 
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is more of a discrete choice approach. Ideally, a conditional logit would be estimated with distance to nearest 

pharmacy eligible for reimbursement as the key dependent variable. I am not sure why this approach wasn’t 

implemented. The two-step approach currently used is similar in spirit to the approach I suggest, but it is less elegant 

and less econometrically valid if there is dependence between errors of first and second step. Interestingly, Ms. 

Hromadkova recognizes this and estimates the two equations (probability of local and probability of reimbursed) 

jointly. Here too, an alternative is to use the nested logit approach, but again, the preferred approach is arguably the 

conditional logit that has distance as key variable. 

 

The conceptual motivation for the “Sensitivity to Selected Factors” is missing (at least ex ante). This is 

another opportunity to provide a heuristic model to help guide the empirical analysis and interpret results. It is only 

in this section that distance makes an appearance explicitly. It is arguable that the number of prescriptions filled is 

endogenous because of the reimbursement and should not be used as a stratification variable in this section. I find 

Section 3.4 to be the most interesting. It could form the foundation of a more sophisticated discrete choice model 

that would reveal willingness to pay for prescription drugs. 

 

To summarize, Essays 2 and 3 exploit a natural experiment that changed co-payments and subsidies for 

prescription drugs. In general, the out-of-pocket costs of prescription drugs increased. As a result the number of 

times prescriptions were filled decreased, but the number of prescriptions per transaction increased. Overall, there 

was a small decline in prescription drug use. The reversal of this policy at the regional level, however, offset much 

of the decrease, although in a limited way because of the limited applicability of the reversal to government owned 

facilities. The two essays together confirm previous research and show that higher cost sharing will reduce 

utilization. The novel contributions of these two essays are the demonstration of large anticipatory effects, the 

behavioral response that showed a large increase in the number of units per transaction, and the elasticity of demand 

with respect to cost sharing.  All of these issues are central to health economics and are contributions to the field. 

 

Dissertation Requirements 

 

 The dissertation research of Ms. Hromadkova is important to both economic theory and public policy. She 

has produced novel research on the effects of supply side (gatekeeper) and demand side (cost sharing) policies on 

the quantity of health care services used. Her applicaitons span two different national settings and a variety of 

services with an empshais on prescription drug use. Her empirical methods were appropriate and grounded in 

theory. 

 

 Overall, it is my opinion that the dissertaiton thesis of Ms. Hromadkova satisfies formal and content 

requirementts of a Ph.D. thesis in economics and I recommend the dissertation for defense. 

 

      

         Sincerely, 

 

 

 

 

         Robert Kaestner 

     

 

 

 

 

 

 

 

 

 


