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Setup

See also Are Invisible Hands Good Hands?

premis premium

T is copay

q[t] is plan consumption

pvdrprice is the price that the plan pays to providers

mc ismarginal cost
viprem, t] isplan'sex anteindirectutility
-vL® [prem, t] is ex antemarginal utility of income

Load Economicreasoning package only if it is not already loaded

n1= If[Length@eNames["PLTools %'"] < 10,
Get["http://economicreasoning.com"]]
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Premiums cover plan costs
nzi- prem = (pvdrprice-<t) q[zl;

Plan optimizes

nE= PlanOptimizes = D[v[prem, t], t] = 0;


https://www.jstor.org/stable/10.1086/317672
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Definitions
dviprem,t
; d((pvdrprice-mc) q[z]
4= ImpactofPriceonAggSurplus = dpvdrprice + (( ) ) H
-v{9 rprem, ] dpvdrprice
d_v[?’ll d ((pvdrprice-mc) q[z])
nis= ImpactofCopayonAggSurplus = + 5
-v{:9 [prem, t] dz
ine:= DemandSlopesDown =q'[t] < 03
dt
n7:= PlanPassThrough = ——— > 03
dpvdrprice
dmc
ng= HoldMCConstant = ———— == 03
dpvdrprice
) dpvdrprice
no= HoldPriceConstant = ————— == 03
drc

wio- SignConditions = {v(*® [prem, t] <0, v(®V [prem, t] < 0};

Results

Aggregate surplus is always improved by moving price toward MC
n111= TheoryGuru[ {PlanOptimizes, DemandSlopesDown, PlanPassThrough, HoldMCConstant},

SameSign[mc - pvdrprice, ImpactofPriceonAggSurplus]]

ouii]= True

If price exceeds MC, the aggregate surplus is improved by a lower copay

In[12]:= Theor'yGuru[{PIanOpt‘im‘izes, DemandSlopesDown, SignConditions,

) dmc
HoldPriceConstant, — == 0},
dt

SameSign[mc - pvdrprice, ImpactofCopayonAggSurplus] ]

outfizl= True

Variable interpretations



