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4 How did we get here? 

▶ A model of consumer demand for hospitals 

▶ ...which feeds into a model of consumer demand for insurance plans 

▶ ...which feeds into a model of hospital-insurance bargaining over prices 
(...and at the same time, insurance premium setting) 

▶ ...which feeds into a model of (ex ante very complicated) insurance plan design 

▶ ...which feeds into an equilibrium simulation w/ and w/o vertical integration 
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10 The Bottom Line 

▶ Without vertical integration... 

▶ Former VI insurers raise premiums 

▶ Former VI hospitals raise (some) prices (and lower others) 

▶ Former VI insurers increase coverage for attractive (star + central) hospitals 

⇒ Consumers more efciently sort into (often cheaper) hospitals 

▶ What’s missing? 

▶ Any synergies from integration (e.g. cost synergies for hospitals; demand 
synergies for consumers) 

▶ Extensive margin moral hazard (e.g. ↑ utilization of health care with ↑ coverage) 
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