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Executive Summary 
 
Background  
In late 1998, the Knesset approved the collection of co-payments for visits to specialist 
physicians in the framework of national health insurance. The objectives of this legislation were 
to secure additional revenue for the health plans and reduce health plan expenditures by reducing 
the rate of unnecessary visits.  
 
The co-payments were adopted amidst concerns that they might impose a heavy financial burden 
on the poor, the seriously ill, the chronically ill and the elderly, and that they might deter these 
vulnerable population groups from seeking needed care. As a result, exemptions were granted to 
recipients of certain National Insurance Institute benefits, such as those for income maintenance 
and disability. The health plans were not compensated for the loss of income they incurred from 
the provision of these exemptions. In addition, a quarterly ceiling was set on co-payments per 
family (which differed for each health plan). 
 
Since 1998, policymakers have periodically considered substantially changing the system of co-
payments and exemptions. Eligibility was changed in 2003; deliberations regarding that change 
were handicapped by a lack of essential data on the extent to which the co-payments have 
achieved their objectives – or caused unintended side effects. This study was undertaken to 
provide policymakers with the data they need to make policy decisions about the future of the co-
payments.  
 
The Goals of the Study  
The goals of this study were to examine how co-payments for physician visits have influenced 
health plan revenues, care-seeking behavior, physician visit rates and household outlays. It sought 
to examine how co-payments have influenced the population in general, and the poor, elderly, 
and other major users of health care services, in particular. 
 
Sources of Information 
The study was based on the following data sources: 
1. In-depth interviews with government policymakers and sick fund managers 
2. The Witkowsky-Nevo and Chavousha-Schiff reports on health plan finances 
3. The Central Bureau of Statistics’ (CBS)1999 Household Expenditures Survey 
4. The 1999 and 2001 Myers-JDC-Brookdale Institute surveys of public perceptions of the 

health care system  
5. The Central Bureau of Statistics' (CBS) 1997 and 2000 Use of Health Services Surveys  
6. Health plan administrative data for 1997-2002.  
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Findings 
The co-payments were set at rates which are relatively low by international standards; in 1998 
they varied across health plans from NIS 10 to NIS 15. Prior to 1998, only Maccabi collected a 
co-payment for specialist visits; thus, in the case of Maccabi the change was relatively small –
from NIS 10 to NIS 15. At the beginning of the period of study, health plan members paid a co-
payment even when they had reached a ceiling, and were reimbursed only after presenting their 
health plan administrations with receipts for the entire period. Subsequently, ceilings were 
invoked automatically in all of the health plans. 
 
A co-payment is collected only for the first quarterly visit to each specialist visited.  In addition, 
since 1998, there has been a quarterly ceiling on co-payments per family; it varies across health 
plans, from NIS 100 to NIS 140.  In 1998, almost 800,000 people were identified as being 
exempt from co-payments; by 2002, their number had grown to almost one million (15% of the 
population).  
 
The Witkowsky-Nevo and Chavousha-Schiff reports indicate that, in 2001, co-payments for visits 
to community-based specialists accounted for 0.6% (NIS 130 million) of total health plan 
revenue, and amounted to an average NIS 19 per member per year (including members who did 
not visit physicians at all). These figures make sense in light of the widespread exemptions and 
the low level of the co-payments. Nevertheless, this revenue source was valued greatly by the 
health plans because it provided vital cash flow, which was particularly important given the 
health plans' financial straits throughout this period. Moreover, while this percentage was a small 
share of total revenue, it may have been large relative to a health plan's expenditures on 
specialists and its operating margin. In the future, it will be important to compare these tariffs to 
the cost of a visit to a specialist at each health plan.  At present, we only know that in 2005, the 
average cost to Maccabi Healthcare Services of a visit to a specialist was NIS 218, and the co-
payment was NIS 18; in other words, the co-payment covered approximately 15% of the cost. We 
do not have comparable data for the other health plans. 
 
The 1999 CBS Household Expenditure Survey indicated that in the month prior to the survey, the 
average household (including those in which no one had visited a specialist) had spent NIS 4 on 
co-payments for physician visits. Eight percent of households had visited a physician, and spent 
an average of NIS 48. These co-payments accounted for over 1% of household spending in only 
2% of all households. Not surprisingly, these households were concentrated in the lowest income 
decile, where 5% of households had co-payments that accounted for more than 1% of household 
spending.  
 
In the 2001 Myers-JDC-Brookdale Institute survey, 3% of the respondents indicated that, at least 
once during the past year, they had foregone a visit to a specialist because of the co-payment. The 
corresponding figure for respondents from the lowest income quintile was 7%, compared to only 
1%-2% for those in the other income quintiles. The study also revealed that approximately three-
quarters of the population were unaware of the ceiling on quarterly co-payments. The next round 
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of this survey, conducted in 2003, revealed that approximately half of those respondents who 
were receiving a benefit from the National Insurance Institute were unaware that they were 
exempt from the co-payment.  
 
Data from the CBS Health Survey indicated that the visit rate to specialists actually increased 
somewhat between 1997 and 2000 (from 1.68 per person per year to 1.81); this change was 
statistically significant. Further analysis indicated that the increase in visits to specialists occurred 
primarily in the less common specialties (such as cardiology and neurology). In contrast, the visit 
rate remained virtually constant for the more common specialties (such as ophthalmology or 
dermatology), for which primary care physicians are a partial substitute and for which there tends 
to be more self-referral (and hence more consumer discretion). Interviews with health plan 
managers indicated that during this period they expanded the availability of community-based 
specialists (particularly those with less common specialties). 
 
The administrative data from the health plans made it possible to conduct a more sophisticated 
and rigorous analysis than was possible using the CBS Health Survey data. Most significantly, 
the health plan data distinguished between those to whom the co-payments applied and those who 
were exempt, making it possible to use the exempt population as a comparison group. The health 
plan data had the additional advantage of tracking the same individuals over time. In addition, 
these data were available on a quarterly basis for a five-year period, making it possible to 
distinguish (at least in part) between secular time trends and one-time changes associated with the 
initiation of the co-payment. In order to take advantage of these analytic opportunities, and to 
control for additional potential confounders, we estimated multivariate Poisson random effects 
models using the STATA statistical package.  
 
The multivariate analysis revealed that, as expected, the visit rate declined in Maccabi (by 4%) 
for the non-exempt population, but increased (by 4%) for the exempt population. This would 
seem to imply that the net effect of the co-payment was to reduce visits by 8%. In contrast, a 
difference was found in the effect of the co-payment by area of specialization:  The estimated 
effect was -15% for more common specialties, and +3% for less common specialties. Thus, 
contrary to expectations, visits to physicians with less common specialties increased for the non-
exempt group, relative to the exempt group.  
 
In Clalit Health Services, the visit rate declined for people in both groups. However, also contrary 
to expectations, the decline was greater for the exempt population than for the non-exempt 
population (a decline of 10% versus one of 4%). This would seem to imply that the net effect of 
the co-payments was to increase visits by 6%.  This surprising finding will be discussed below. 
 
In an analysis by type of specialty, the estimated effect in Clalit Health Services on visits to 
physicians with more common specialties of the non-exempt versus those who were exempt was 
+8%, while the estimated effect on visits to physicians with less common specialties was +1%. In 
other words, the non-exempt group significantly increased its visits to physicians with common 
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specialties relative to the exempt group.  No such significant difference was found in the visits to 
physicians with rare specialties. 
 
The administrative data from Meuhedet Health Services indicated a substantial increase in the 
visit rate among both the exempt and non-exempt groups (apparently due primarily to improved 
reporting, spurred by financial incentives for physician to report more fully and, to a lesser extent, 
by greater availability of specialists).  Contrary to expectations, the increase was greater for the 
non-exempt population than the exempt population (35% versus 22%). This would seem to imply 
that the net effect of the co-payment was to increase visits by 13%. Here, as in the case of Clalit, 
supply factors may have been at work. 
 
In an analysis by type of specialty in Meuhedet Health Services, the estimated effect for more 
common specialties was +20%, while that for less common specialties was +6%. Thus, as in 
Clalit, the finding that visits declined among the non-exempt group relative to the exempt group 
was particularly strong regarding physicians with more common specialties. 
 
Discussion  
The co-payment for visits to a specialist do not appear to have achieved all of their intended 
effects. In particular, the co-payment apparently did not reduce visits to all specialists in Clalit 
and Meuhedet (or to less common specialists in Maccabi). These findings are at odds with most 
of the findings from other countries. This difference may be due to several factors, including the 
following: 
1. Co-payment levels are relatively low in Israel by international standards; they constituted a 

very small fraction of household spending, particularly in the case of middle- and upper-class 
persons, and thus may have had only a limited effect on their tendency to seek care. 

2. A large portion of the Israeli population was exempt, including various population subgroups 
that might have been deterred by the co-payment from visiting a physician. 

 
Some of the original concern about the impact of the co-payment has proven justified: Some poor 
people do forego visits to a specialist because of the co-payment. In some cases, these may be 
people who, despite their low income, are not exempt from the co-payment; in other cases they 
may be people who are exempt, but are unaware of their exemption. It may also be that visits to a 
specialist were foregone because an individual was concerned about co-payments for medications 
and/or other services that the specialist might prescribe, and from which he was not exempt. 
These factors may explain why the co-payments led to an increase in the number of visits in the 
non-exempt members of Clalit and Meuhedet, in contrast to the trend among members of these 
health plans who were exempt from the co-payment. 
 
The finding that total specialist visits in both Clalit and Meuhedet increased among non-exempt 
members relative to exempt members suggests that the co-payment may also have had some 
unintended and unanticipated consequences. For example, the co-payment may have given the 
health plans an incentive to increase the supply of specialist services and concentrate various 
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service development efforts (such as expanding the number of community-based specialists or the 
hours of operation) in parts of the country where relatively large proportions of the population 
were subject to the co-payment, and where the health plans' revenues (per member) were higher. 
This may have been a response to government policy not to compensate the health plans for 
monies lost due to the exemption on co-payments that the health plans are required to grant. 
Similarly, the health plans may have made it easier to schedule appointments with specialists in 
wealthier socio-economic areas, or for persons with high socio-economic status in any given area. 
(They are now able to do this because the National Insurance Institute automatically provides 
them with information on the exemption status of each of their members.)  
 
Another possible explanation for this surprising finding is that even though exemptions have been 
granted automatically since 2000, many of the exempt members were unaware that they were 
exempt, erroneously believing that they were subject to the co-payment. Moreover, because of 
their relatively low income, their response to their (perceived) obligation to pay may have been 
more acute than that of the non-exempt population's response to their (real) obligation to pay.  
 
Possible Directions for Action 

 Policymakers might give serious consideration to compensating the health plans for revenue 
lost as a result of government-mandated exemptions. It is hoped this would eliminate the 
incentive to reduce services for those eligible for exemptions. 

 If policymakers are indeed interested in using co-payments to reduce overall visit rates (and 
not just as a source of revenue), they may wish to develop a system of co-payments that can 
constrain the utilization of all population groups, and not just of the poor. 

 Further research is needed on the health impact of co-payments. It will also be important to 
more thoroughly explore the supply and demand factors that may influence visit rate, 
including whether the health plans are giving preferential treatment to the non-exempt 
population and why exempt persons forego visits to specialists. 
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