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Abstract

Objective: To determine whether health maintenance organizations (HMOs) have

monopsony power in the markets for ambulatory care and inpatient hospital

services.

Data Sources: A pooled time-series of data on all HMOs operating in the United

States from 1985 through 1997. Information reported to InterStudy on HMO

market areas and enrollment is linked to financial data reported to state

regulators and county characteristics from the Area Resource File (ARF).

Study Design: We use a two-stage design to test for the existence of monopsony

power. First, we estimate regression equations for the prices paid by HMOs for

ambulatory visits and inpatient hospital days. The key independent variable is a

measure of the importance of an individual HMO as a buyer of ambulatory care or

Log in

Menu Search  Cart

Home  International Journal of Health Care Finance and Economics  Article

Do HMOs Have Monopsony Power?
Published: March 2001

Volume 1, pages 7–22, (2001) Cite this article

Aims and scope

Submit manuscript

International Journal of Health Care
Finance and Economics

Your privacy, your choice

We use essential cookies to make sure the site can function. We, and our 93 partners , also

use optional cookies and similar technologies for advertising, personalisation of content,

usage analysis, and social media.

By accepting optional cookies, you consent to allowing us and our partners to store and

access personal data on your device, such as browsing behaviour and unique identifiers.

Some third parties are outside of the European Economic Area, with varying standards of

data protection. See our privacy policy for more information on the use of your personal

data. Your consent choices apply to springer.com and applicable subdomains.

You can find further information, and change your preferences via 'Manage preferences'. 

You can also change your preferences or withdraw consent at any time via 'Your privacy

choices', found in the footer of every page.

We use cookies and similar technologies for the following purposes:

Store and/or access information on a device

Personalised advertising and content, advertising and content measurement,

audience research and services development

Accept all cookies

Reject optional cookies

Manage preferences

https://link.springer.com/article/10.1023/A:1011595820483/metrics
https://link.springer.com/
https://idp.springer.com/auth/personal/springernature?redirect_uri=https://link.springer.com/article/10.1023/A:1011595820483
https://order.springer.com/public/cart
https://link.springer.com/
https://link.springer.com/journal/10754
https://link.springer.com/journal/10754/aims-and-scope
https://www.editorialmanager.com/ihfe
https://link.springer.com/journal/10754
https://link.springer.com/privacystatement


hospital services. Second, we estimate regressions for the utilization of

ambulatory visits and inpatient hospital days per HMO enrollee, as a function of

HMO buying power and other variables.

Principal Findings: Increased HMO buying power is associated with lower price

and higher utilization of hospital services. Buying power is not related to

ambulatory visit price or utilization per member.

Conclusions: Our findings are not consistent with the monopsony hypothesis.

They suggest that managed care organizations have contributed to a welfare-

increasing breakup of hospital monopoly power. The role of HMOs as buyers of

ambulatory services is more complex. We discuss possible reasons why buying

power may not affect price or utilization of ambulatory visits.
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