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Motivation

RQ: Did increased multimarket contact lead to an increase in

hospital prices from 2000-2010?

2 / 12



Contribution

• Updates and extends prior work on multimarket contact in the

hospital industry (Boeker et al. 1997, Stephan et al. 2003)

• Adds to literature showing that out-of-market mergers can

lead to higher prices (Vistnes & Sarafidis 2013, Dafny, Ho &

Lee 2016, Lewis & Pflum 2017)

• More generally, adds to the literature on the effects of market

structure on hospital performance and behavior

3 / 12



Preview of Findings

• “Following an increase in multimarket contact generated by
an out-of-market merger, affected hospitals are estimated to
experience price increases of 6-7%.”

• Robust to different sets of controls

• Robust to choice of control group

• No evidence of indirect effects, only direct

• Greatest effects for medium-concentration HRRs
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Data

Data sources:

• AHA’s Annual Survey of Hospitals

• Irving Levin’s Hospital Acquisition Report

• Archived news stories and hospital websites

Example of Treated Hospitals:
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Data
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Empirical Framework

Schmitt estimates the following model specifications:

ln(priceht) = αh + γt + λ · 1 [t ≥ τh, h ∈ M] + Xhtβ + εht

ln(priceht) = αh+γt +
4∑

k=−4

λk ·1 [t ≥ τh + k , h ∈ M]+Xhtβ+εht

where

• τh denotes the treatment timing for hospital h

• M denotes the set of treatment hospitals

• Xht includes log case mix index, % Medicaid discharges, log

total beds, for-profit status, HHI (bed shares), and number of

system members.
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DiD Results
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Event Study Results
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Effect Heterogeneity
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Distinguishing from Other Theories
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Thoughts & Concerns

Thoughts:

• Very cool and straightforward paper!

Concerns:

• What’s the mechanism? How could we observe potential

(tacit) collusion?

• What’s in the parentheses?? Why not use stars or make a

note?
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