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1. What is the question?
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2. Why should we care about it?
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3. What is your answer?
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4. How did you get there?
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Index of medical provider, i =1, ..., L.

t Index of month, t=1,...,T.

j The chosen oral hypoglycemic agent (OHA) for its patient in each month t, j =
1, ...,J;. j=0 indicates no drugs prescribed.

Ujjie U;je = Uyje(m,u), Provider i’s utility gained from prescribing OHA j to its patient
in month t, where m,u are the provider’s and patient’s utility respectively from
receiving the treatment.

Ujje(m,u,x) = Z Xike Aikee + Z XieeBike + &ie + Eij¢
K K

X]-lkt Observed product characteristics, including the drug price and whether the drug
is generic.

ij Kt ijkt = (D]-,X]-z,ét) represents other observed product characteristics including
vintage, import, and whether the manufacturer lists their company on the stock
market in Taiwan. D; is dummy variable, D; = 1 if the i drug is prescribed.

Eit The product characteristic that is unobservable to econometricians, such as drug
quality:.

€ijt Error term.

ikt Qie = pee + Do Zire Npere-

z}., includes the dummy variables indicating physician and government
ownership, eimbursement claim value from each treatment and the patient's share
of that expense.

Bike Bike = Bt + Xr ZieBrere-
zZ., includes the provider's other characteristics, including patient's sex, age, and
the seriousness of their diabetes; physician's experience; and hospital's years of
operation, size, and location.

8j¢ Product-specific constant term that is common among providers.

i = z lektakt + z XJ'ZktEkt + it
k k

Pri Pri (jlz}, Zl-z,x-l,sz; a, B,9), the probability of provider i choosing an OHA j in
month t, which is the logit form conditional on (z},z?).

€ij The individual price elasticity of the j* OHA.

€ijk The cross-price elasticity between the OHAs j and k.




