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		Abstract

		Motivated by a collaborative study with one of the most comprehensive ocular imaging programs in the United States, we investigate the underlying three-way tradeoffs among operational, clinic, and financial considerations in physiciansâ€™ decisions about ordering imaging tests. Laboratory tests may be processed in parallel and thus have a limited effect on patientsâ€™ waiting times; imaging tests, by contrast, require patient presence and thus directly influence patientsâ€™ waiting times. We use a strategic queueing framework to model a physicianâ€™s decision of ordering imaging tests, and show that insurance coverage is the key driver of overtesting. Our further analysis reveals the following: (i) Whereas existing studies hold that lower out-of-pocket expenses lead to higher consumption levels, we refine this statement by showing the copayment and the coinsurance rate drive the consumption in different directions. Thus, simply expanding patient cost-sharing is not the solution to overtesting. (ii) Setting a low reimbursement ceiling alone cannot eliminate overtesting. (iii) The joint effect of misdiagnosis concerns and insurance coverage can lead to both overtesting and undertesting even when no reimbursement ceiling exists. These and other results continue to hold under more general conditions and are therefore robust. We enrich our model along two extensions: one with patient heterogeneity in diagnostic precision, and the other with disparities in health insurance coverage. Our findings have implications for other healthcare settings with similar tradeoffs. 
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