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Abstract

Choice questions are used to estimate preferences over treatment programs for depression as a
function of individual characteristics such as age, income, gender and current level of depression.
Each choice pair presents the respondent with two treatment options that vary in terms of their
effectiveness, money costs, time costs, use of psychotherapy, use of anti-depressants and side effects.
After the individuals chooses their preferred alternative, they are asked whether their preferred
treatment option is preferred to remaining depressed. Each respondent was presented with 5 choice
pairs. The data is used to estimate 3 random-utility models. Preliminary findings include: (1)
The value of consuming market goods is less when one is depressed. This drives a wedge between
willingness-to-pay, WT'P, to eliminate one’s depression and willingness-to-accept, WT' A, it. (2)
WTP to avoid sexual and weight-gain side effects can be high but varies extensively across individ-
uals as a function of observable characteristics. (3) At sufficiently high costs in terms of money and

side effects, some individuals will prefer to remain depressed.

Depression makes people worse off, as do the side effects associated with using anti-depressants.
Depression treatment can also involve substantial money and time costs. A discrete-choice random-
utility framework is used to model and estimate preferences over treatment programs for depression
as a function of the characteristics of the treatment program and characteristics of the individual.
Characteristics of treatment include effectiveness, money cost, time cost, use of psychotherapy, use of
anti-depressants, and sexual and weight-gain side effects. How an individual trades off these treatment
characteristics, including cost, is modeled as a function of severity of depression, income, age, gender,
and previous experience with side effects. Issues investigated include: (1) the extent to which the value
of market goods is affected by one’s level of depression; (2) income effects; (3) willingness-to pay (WT P)
to eliminate or reduce depression versus willingness-to-accept (WT A) it; and (4) WTP to avoid side
effects. Preliminary findings include: (1) The value of consuming market goods is less when one is
depressed. This drives a wedge between WTP to eliminate one’s depression and WTA. (2) WTP
to avoid sexual and weight-gain side effects can be high but varies extensively across individuals as a
function of observable characteristics. (3) At sufficiently high costs in terms of money and side effects,

some individuals will prefer to remain depressed.
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The data used to estimate the models come from a choice question survey administered to depressed
patients at a mental health facility in Colorado.! A choice question asks an individual to choose her
preferred alternative from some discrete number of alternatives, each described in terms of the levels of

a common and finite site of characteristics. Figure 1 is an example choice question.

If you had to choose, would you prefer Alternative A or

Alternative B?

Alternative A Alternative B
Effectiveness Mot Depressed  MNot Depressed
Hours of psychotherapy per month 6 hours 4 hours
Use of anti-depressants Yes Yes
Your monthly cost for treatment $300 $300
Weight gain from treatment None 5% weight gain
Little or no interest in sex No side effect No side effect
Inabhility to achieve an orgasm No side effect No side effect
Check the box of the aliernative you ™ I: D
prefer

I prefer I prefer
Alternative A Alternative B

If you had to choose, would you prefer the alternative you chose
in question 8 or would you prefer to receive no treatment and stay
at your current level of depression? Check the qppropriate box.

I prefer the alternative that I chose in question 8, including the
costs and side effects, to my cutrent condition

I prefer to receive no treatment and stay at my current level of
depression

Figure 1: Example Choice Question

In this study, the individual is presented with five pairs of treatment programs and chooses her
preferred alternative in each pair. Each treatment is described in terms of its money cost, hours
of psychotherapy, use of anti-depressants, and side effects experienced if the treatment includes anti-
depressants. The three side effects considered are loss of sex drive, becoming non orgasmic, and extent
of weight gain. After each choice pair, the individual is asked to indicate whether she prefers the chosen
alternative with its costs and side effects to remaining depressed and untreated.

Choice questions have recently been used to estimate preferences for programs to treat physical

illnesses.? This paper is, to our knowledge, the first application to design choice questions and use the

1The terms choice questions and choice experiments are used interchangeably in the literature. There is an extensive
literature on the theory and application of choice questions in marketing, transportation and economics. Wittink and
Cattin (1989) survey the commercial use of choice questions; use is widespread. For survey articles see Louviere (1988 and
1992), Green and Srinivasan (1990), and Batsell and Louviere (1991), and Adamowicz et al (1998). Hensher (1994) provides
an overview of choice questions as they have been applied in transportation. Louviere (1994) does the same for marketing.
Choice questions are increasingly used to estimate the value of public and environmental goods. See, Adamowicz et al.
(1994, 1996, 1997), Breflle et al. (2002), Layton and Brown (2000), Magat et al (1988), Morey, Buchanan and Waldman

(2002), Morey, Rossmann, Chestnut and Ragland (2002), Viscusi et al. (1991), and Mathews et al. (1997).
2Choice experiments have been used to examine patient treatment preferences over: asthma symptoms (McKenzie et



responses to value, in dollars, treatment programs for depression.

Responses to choice questions are stated-preference data (SP data) in contrast to revealed preference
data (RP data). RP data consists of observed behavior and choices that can be used to infer values.
SP data are statements about the respondents’ preferences. Existing RP data has limited capabilities
to estimate preferences over health treatment programs. Reasons include: the widespread presence of
insurance within the US and universal health care systems outside the US, which obscures the supply
demand relationship; much of the decision-making is done by the clinician; and the non-participation
of certain populations in the health care market (Johnson et al, 2000). For these reasons, market
prices are unobserved or do not reflect the full values of the services. In addition, since the researcher
cannot control the independent variables in a revealed preference study, the researcher may be unable

3 QP studies, such as choice

to determine the relative importance of variables because of correlations.
questions, allow the researcher to control the independent variables. By using a choice question survey,
individuals make choices over attributes with varying levels, such as presence of side effects, costs, and
effectiveness.  This allows estimation of the value of each attribute as well as the marginal rate of
substitution between attributes. Because the levels vary in choice questions, it is possible to calculate
WTP for multiple scenarios, including scenarios that were not presented to individuals. (Morikawa et
al, 1990).

While choice questions have not been used in a random-utility framework to value treatment pro-
grams for depression, preferences over emotional states and preferences over treatment programs for
depression have been researched. Some studies have used a limited choice question format. These stud-
ies were not based on a random utility model. A few studies have estimated how mental illness affects
quality of life (utility level). The impact of depression on quality of life has been examined by Wells and
Sherbourne (1999), Bennett et al (2000), Lenert et al (2000), Dwight-Johnson et al (2000), O’Brien et
al (1995), and Revicki and Wood (1998). Bipolar disorder has been examined by Tsevat et al (2000);
schizophrenia by Revicki et al (1996), Patterson (1999) and anxiety by Patrick et al (1998). In these
studies, the quality of life in different emotional states is estimated using a rating scale, a Standard

Gamble (SG) estimate, or a Time-Trade-Off (TTO), estimate.® The data to estimate these measures

al, 2001); miscarriage management (Ryan and Hughes, 1997); the diagnosis and treatment of severe knee injuries (Bryan
et al, 1998; Bryan et al, 2000); health states involving respiratory and cardiovascular illnesses (Johnson et al, 2000); wait
time for treatment (Propper, 1990); cervical cancer screening (Ryan and Wordsworth, 2000); health state preferences
(Hakim and Pathak, 1999); the location of surgery facilities (Ryan et al, 2000); rheumatology care (Ryan and Bate, 2001);
treatment of menorrhagia (San Miguel et al, 2000).

Methodological issues examined include: sensitivity of WT P estimates to attribute levels (Ryan and Wordsworth, 2000),
inter-temporal health preferences (van der Pol and Cairns, 2001); assumptions of rationality; symmetry, and continuity
(Ryan and Bate, 2001); reliability of estimates (Bryan et al, 2000); application of choice experiments to developing priorities
for the future development of clinical services (Farrar et al, 1999); attribute ordering and the assumption that utility is
linear in the attributes (McKenzie et al, 2001); ordering of choice questions (Ryan et al, 1998); and comparison with other

scaling methods (Hakim and Pathak, 1999).
3See Mortimer (1997) for a study that uses a revealed preference approach to examine demand for anti-depressants.
4The rating scale is simply a visual numerated line with well-defined endpoints (typically death and perfect health)

on which individuals are asked to place specific health states (Green et al, 2000). With the rating scale, the measure is
the health state’s score on the scale. An SG score is estimated by asking individuals to choose between a given health

state (less than ideal) and a gamble where the gamble has two possible outcomes: full health or death. The probabilities



are the answers to SP questions. The SG estimate is obtained using answers to probabilistic choice
questions while the TTP estimate is obtained by directly soliciting how many lifeyears individuals are
WTP in return for a better quality of life. Wells et al (1999) use SG and TTO to calculate utility levels
for depression and other chronic diseases for almost 18,000 Health Maintenance Organization (HMO)
patients. They find that individuals rank depression as having a lower utility level than other chronic
diseases. Bennett et al (2000) examine utility levels for four states: current state and untreated mild,
moderate, and severe depression. In comparing their results to previous studies, they found that their
study obtains similar utility scores for mild depression as that for kidney dialysis. In addition the
utility level associated with moderate depression was lower than that for being ”blind, deaf, or dumb”.
Neither study examines individuals’ preferences over depression treatment programs.

Several papers examine preferences over depression treatment programs. Revicki and Wood (1998)
examine patient utilities for twelve possible health states that vary by depression severity and three
anti-depressants: nefazodone, fluoxetine, and imipramine. Since the study associates each medication
with its most common side effect, the health states essentially vary in depression level and side-effects.
A SG technique is used to assign utility levels to the different states. They sample from a primary
care patient population that had received at least eight weeks of anti-depressant treatment for major
depression or dysthymia. Utilities are obtained using the SG technique. The lowest average utility
score is for the case of severe, untreated depression. For example, severe depression is regarded as
worse than being moderately depressed through the use of imipramine and occasionally experiencing
the following side effects: dry mouth, dizziness and lightheadedness, lethargy, daytime drowsiness, blurry
vision, constipation, jitteriness, weight gain, and rapid heartbeat. Twenty five percent of patients value
severe depression as worse or equal to death. Statistically significant differences are found between
moderate and mild depression. No significant differences in health utility levels are found based on
gender, age, marital status, or education level. Statistically significant differences are found based
on current depression severity. More severely depressed individuals provide a lower utility score for
eliminating depression. Differences are found between hypothetical health states that differ only in the
type of side effects. Patients who report current side effects have lower utility scores for their current
health state than individuals who are not experiencing any side effects.

O’Brien et al (1995) uses a contingent valuation survey to determine the value of a new anti-
depressant, moclobemide, relative to that of tricyclic anti-depressants (TCAs), an older type of anti-
depressant. The two anti-depressants have similar efficacy but moclobemide has fewer side effects. The
study samples 95 individuals with mild to moderate depression who took TCAs in the previous year.
The side effects studied are blurred vision, tremor, sleepiness, dizziness, constipation, sweating, and
dry mouth. Individuals are presented with the probability of each side effect occurring under the two
different types of drugs. They are then asked if they would take the new drug rather than the old drug

if it was available at the same cost and the maximum amount that they would be willing to pay to have

associated with the two outcomes are varied across the respondents. The SG score is the probability where individuals
are indifferent between the certain and uncertain states. The TTO method compares a health state with perfect health

and asks how many fewer years one would be willing to live to experience perfect health rather than the described state.



this new drug. This procedure is repeated for each side effect. The occurrence of multiple side effects
at the same time is not considered. A lower and upper bound for WT' P for multiple risk reduction is
estimated. The upper bound is calculated as the average over all respondents of the sum of the WT' P for
each individual side effect. The lower bound on WT'P is calculated by identifying for each individual the
side effect over which she had the greatest WTP and then averaging over all individuals. On average,
individuals were willing to pay the most ($Can21.9 per month) to reduce the risk of blurred vision by
5% and the lowest ($Canl11.4 per month) to reduce the risk of dry mouth by 25%.

Dwight-Johnson et al (2000) find that preferences for depression treatment vary by ethnicity, gender,
income, and knowledge about treatment options. Primary care patients who are screened for current
depressive symptoms are asked to choose between five possible treatment programs, with one choice
being no treatment. The treatment programs vary by cost, number of months spent in treatment,
probability of cure, type of treatment, and presence of nausea/headache. All respondents choose over
these five treatment plans. Eighty-three percent of participants prefer some type of active treatment.
Individuals who prefer treatment tend to be wealthier, have more knowledge about anti-depressants, have
a higher probability of also having an anxiety disorder, and tend to have been treated recently. Women,
African-Americans, respondents with greater knowledge about counseling, or those without recent anti-
depressant treatment are more likely to prefer counseling to anti-depressants. Of those respondents who
have received counseling in the past six months, those who prefer counseling as their treatment method
are more knowledgable about counseling, are less concerned about the stigma associated with depression
treatment, are less likely to have recently received treatment with anti-depressants, and are less likely
to have young children at home. Individuals who do not receive paid time off from work tend to prefer

anti-depressants to counseling.

1 Survey and Sample

In this study, the population of interest is a subset of depressed adults who seek treatment for a new
episode of depression. Individuals who have other major mental disorders (bipolar disorder, schizophre-
nia, psychotic features, etc.) in addition to depression or who have substance abuse problems, are not
part of the population of interest. Patients who are assessed as suicidal, who require inpatient care or
intensive outpatient group care, who are depressed because of a physical illness, or who are deemed not
mentally capable of participating are also excluded. The population includes both individuals seeking
depression treatment for the first time and individuals who have been treated for previous episodes of
depression. The population is limited to individuals who are financially independent of their parents.

Kaiser Permanente, a large HMO, allowed us to survey patients at one of their mental health facilities
in Colorado. Kaiser provided an office to conduct the surveys, administrative support, and encouraged
their clinicians to recruit eligible patients. Surveys were administered by Jennifer Thacher.

Each morning, clinicians received a note in their box that informed them which intake appointments
met the age criteria, 18 and over, and thus were possible candidates for the study. All intake patients,
prior to their meeting with the clinician, received a note informing them about the study and telling

them that they might be asked to participate. In addition, before meeting with a clinician, all intake



patients took the Shedler QuickPsychoDiagnostics (QPD) survey on a handheld device (Schedler et al,
2000). The QPD is an initial evaluation tool that provides, among other things, a depression score for
each patient, a listing of depression symptoms, and any co-morbidities, such as anxiety or substance
abuse problems. Its use is standard practice at the clinic. All intake patients then met with a clinician
who conducted a structured mental health evaluation. Those patients diagnosed as eligible were asked
by the clinician to participate in the study.® If the patient agreed to participate in the study, the
clinician introduced the patient to the survey administrator. If the patient indicated that they were
interested in the study but were unable to participate because of time constraints, the clinician followed
up with a request that the patient take the survey to fill out at home.5

Individuals age 22 and older were assumed financially independent. Individuals as young as 18 were
asked to participate in the study if the intake revealed that they were financially independent. An age
cap was not placed on the recruitment. For individuals older than 73, the clinicians were asked to use
their own discretion as to the physical and mental capabilities of the patient to participate in the survey.
The survey process began by giving the participants a copy of Kaiser’s Medical Research Participants
Bill of Rights and asking them to sign a consent form. The participants were then instructed to begin
the survey and tell the survey administrator if anything was unclear or ask if they had any questions.
Additionally, they were asked to stop upon reaching question number eight, the first of the choice
questions. At this time, the survey administrator explained the first choice question. After confirming
that the patient understood the format of the choice questions, the patient was instructed to complete
the remainder of the survey but was encouraged to stop at any time with questions. The administrator’s
responses were scripted to maintain consistency. With the exception of pretest participants, individuals
were not paid. The mail-home surveys included a thank-you note and a nominal gift of $2.7

The survey instrument went through extensive testing and revisions. Initial versions of the survey
were pre-tested on University of Colorado students who had been part of a previous study on depres-
sion. Pretest participants were administered the Beck Depression Inventory (BDI) and survey. After
completing the survey, individuals discussed the survey with the survey administrator.® Comments on
the survey instrument were obtained from the Kaiser clinicians. A pretest was then conducted at the
Kaiser mental health clinic before final implementation.® Each stage of the process led to revisions.

The survey consists of 37 questions and took approximately 15 minutes to complete. The overall read-

5There was a standard script. Many intakes appointments at the clinic were for mental disorders orther than depression
or for depression combined with other co-morbitities. Each clinican had a list of the eligibility criteria. Only a small

proportion of the intake appointments qualified for the study.
6In cases where the clinician forgot to recruit the individual to the study, the clinician called the patient and asked if

they would participate in the study. If the patient agreed and was returning within a week the survey was conducted at

the next visit. Otherwise, a survey was mailed to the patient’s house.
7This amount was chosen as previous research has shown that nominal gifts increase the probability that the survey

will be completed.
8 Participants were paid $30.
9The pretest consisted of 12 Kaiser patients. who were were each paid $20 for participating. After taking the survey, the

individual were debriefed. During the debriefing, the patient was asked which questions, if any, were confusing. Patient
interpretation of the questions was clarified. The pretest also offered an opportunity to refine the recruitment criteria as
well as ensure that clinicians were using the correct criteria. Clinicians were encouraged to stop by and discuss questions

or particular cases with the researcher to see if they met the recruitment criteria.



ability level is grade six, as assessed by the Flesch-Kincaid Grade Level score. A representative survey
can be found in Appendix 3. The survey has four sections. Section 1 provides background information
about psychotherapy and anti-depressants, including side effects associated with anti-depressants. Ques-
tions are asked about perceptions and preferences concerning the different elements of treatment and
time constraints. This section is intended to get the respondent thinking about trade-offs in terms of
treatment programs. The answers to the questions in this section can be compared with the responses
to the choice questions. In addition, the answers to these questions can be modeled along with the
responses to the choice questions. They can also be used to model preference heterogeneity. Section 2
consists of the five pair-wise choice and follow-up questions, followed by a question (#18) asking the
respondent how important each characteristic was in their answers to the choice questions. Section
3 collects demographic information and elicits information about any previous depression treatment.
Information in this section will be used to model how preference parameters vary as a function of so-
cioeconomic characteristics of the individual and her household. Section 4 asks a series of questions
about the patient’s experience at the clinic. This section was added at the behest of the clinicians.

The levels of the seven characteristics in the choice questions are:
e Effectiveness: Not Depressed, Some Depressive Symptoms'®, Current Level of Depression

e Hours of psychotherapy per month: 0, 2, 4, 6

e Monthly cost for treatment: $0, $15, $30, $45, $50, $60, $75, $90, $100, $105, $150, $200, $300,
$35011

e Use of anti-depressants: Yes, No
e No sex drive side effect: Occurs, Doesn’t Occur
e No orgasm side effect: Occurs, Doesn’t Occur

e Weight gain side effect: 0%, 5%, 10%, 15% of current weight

The combinations of choice questions used for the survey is called the design. The objective of
the design is to choose choice questions with sufficient independent variation in the levels of the seven
characteristics to allow for identification of the separate effects of each characteristic. However, it is
necessary to make the choice pairs realistic. Thus, the design allows for positive correlation between the
cost and the number of hours spent in therapy and does not include combinations of attribute levels
that could not occur together. For example, a treatment program that does not involve the use of
anti-depressants would obviously not result in any side effects. As noted by both Kuhfeld et al (1994)
and Johnson et al (1998), creating a full factorial design and then deleting unrealistic combinations may
introduce correlation between the parameter estimates and may limit the ability to obtain parameter

estimates for the attributes. Similar to Johnson et al (1998), all reasonable alternatives were generated.

10Some Depressive Symptoms was defined as a reduction in depression where the individual still experiences a few
symptoms of depressions. Respondents were told that the symptoms were not as severe as full depression but were more

intense than the normal feelings of sadness that non-depressed individuals feel.
M Kaiser limited the amounts that could be used.



From this, 16 choice sets were selected for the final design. The final design was divided into four blocks
of four choice sets, resulting in four different versions of the surveys.'? Refer to Appendix 2 for the

frequency of attribute levels and correlation between attribute differences.

2 The Data

107 individuals took the survey. Approximately 75% are female. Eighty-one percent are White, Non-
Hispanic. The average age is 40 (s.d.=11). The youngest participant was 18 and the oldest participant
was 74. The highest completed level of education for the majority of respondents is some college. The

average household income, based on the midpoint of income ranges, is $53,738 (s.d=30,516).

Number |Percent
Clinician's Assessment of Depression Level
hild 2 27 %
Mild-Moderate 1 1%
hoderate ad B1%
Moderate-Severe 1 1%
Severs g 10%a
Is This First Treatment For Depression? 48 45%
Currently Taking Anti-Depressants 4B 43%
Treatment Experience For Those with Previous Experience
Previous Depression Therapy 29 BE%
Previous Treatment Involved Anti-Depressants 45 7B%
Side Effect Experience For Those Who Have Taken Anti-Depressants *
YWeight Gain Side Effect 19 42%
Diarrhea Side Effect 5 1%
Orgasm Side Effect 16 36%
Feduced Sex Drive Side Effect 2 56 %
Other Side Effect 11 24%
¥ Individuals could experience multiple side effects

Table 1: Descriptive Statistics: Current Depression and Previous Treatment Experience

Table 1 shows the depression level of patients at the time of the survey and previous treatment
experience. For example, of those patients for whom we had information on their depression level
at the time of the intake appointment, approximately 27% have mild depression, 61% have moderate
depression, and 10% have severe depression level. All individuals were classified by the clinicians as
clinically depressed. For 45% of the sample, this was their first treatment for depression.

After the set of choice questions, individuals are asked to identify the important each attribute in
answering the choice questions. Individuals are given a five point scale that ranged from Not Important
at All (1) to Very Important (5). On average, the most important attribute is treatment effectiveness,

with an average score of 4.7 (s.d.=0.5). All of the other attributes, except number of therapy hours,

12The choice sets were selected using the SAS %choiceff macros. D-optimality was chosen as the measure of a design’s
efficiency. See Huber and Zwerina (1996) and Zwerina et al (1996) for a discussion of this method. An additional simple
first choice question was created by hand and added to each survey. This is because the choice pairs created by the optimal
design had more variation in attribute levels. To ease the respondents into the choice experiment questions each survey
began with one simple choice question. In addition, these simple questions provided some direct, and easily interpreted,

information about patient preferences.



are on average rated as Pretty Important. Number of therapy hours is rated as Somewhat Important.
While the average rankings are not significantly different from each other, they vary significantly across
individuals.

Forty five percent of respondents would need to take time off work in order to attend therapy sessions
while 31% would need to arrange for child care. The most commonly picked descriptions of therapy are:
helpful, chance to deal with things, self-exploration, and problem-solving. The most commonly picked

descriptions of anti-depressants are: helpful, embarrassing, and common method.

2.1 Summary Statistics

Table 2 shows the share of times that the chosen alternative had certain attributes. For example, 61%
of the time, individuals choose a treatment plan that eliminates their depression over a treatment plan
that merely reduces it. Table 3 shows how respondents answer the follow-up question on the basis of
treatment. In 89% of the follow-up choices, treatment, which either eliminated or reduced depression,

is chosen.

Frequency |Percentage

Eliminated Depression 114 B1%
Had Lower Weight Gain Side Effect 252 /0%
No Orgasm Side Effect Does Not Occur 145 B5%
No Sex Side Effect Does Mot Occur 124 51%
Involved Therapy * 121 B2%
Use of Anti-Depressants * 47 40%
Had Lower Cost 105 35%

F Treatment program could include bath therapy and anti-depressants

Table 2: What Share of Times did the Chosen Alternative Have Certain Attributes?

Followup Choice Frequency |Percentage
Chose Mot Depressed over Current Depression 287 B1%
Chose Current depression over Mot Depressed 29 B %
Chose Some Depressive Symptoms over Current Depression 134 28%
Chose Current Depression over Some Depressive Symptoms 21 4%

Table 3: Treatment Choices in Follow-up Question

As noted earlier, after the set of choice questions, respondents use a five point scale to identify the
importance of each attribute in answering the choice questions. In order to identify potential sources of
heterogeneity, OLS regressions were run on how respondents ranked the importance of each attribute
as a function of personal characteristics. However, when an individual answers that an attribute was
important to him, it is not clear whether it was important in a positive or negative way. Therefore, the
expected sign of the preference parameter may be positive or negative.

These regressions show that respondents who are older, more highly educated, work more hours
per week, or who have no previous treatment experience feel that treatment effectiveness is relatively
more important. There is an inverse relationship between income, education, weekly work hours and
how individuals rank the importance of the cost. These explanatory variables are most likely highly

correlated.



In general, how individuals feel about the side effects is a function of gender and age. For example,
compared to men, women tended to rate the weight gain side effect as highly important and the no
orgasm and no sex drive side effects as relatively less important. Younger individuals view the side
effects as being more important than do older individuals.

It is difficult to interpret answers to the question dealing with the importance of therapy hours as
this attribute captures both the use of therapy and the number of hours of treatment. Respondents who
have no previous depression treatment experience, are less educated, are White, or who would have to
take time off work, rate this attribute as relatively more important.

Individuals who work 40 hours or more per week tend to view the use of anti-depressants as more
important. Younger individuals and individuals who have previously used anti-depressants cite the use

of anti-depressants as less important in their decision making process.

3 Models and Estimation

The intent of this paper is to model and estimate the preferences of individuals over treatment programs
for depression using the responses to the choice questions. Assume the utility to individual ¢ of choosing

treatment k£ from the j — th choice set is
Uiji = Viji + €ijr, i =1...1, j=1,..J, k € [A, B, and no treatment, NT (1)

Both the V' and ¢ are assumed known to the individual. Vjj; is the deterministic component of utility.
¢ is assumed a random variable from the investigator’s perspective such that each ¢ is an independent
draw from an Extreme Value distribution. These assumptions imply a standard logit model of discrete
choice. For now, three different models are considered. All estimates are based on 486 choices from 102

individuals.!?

3.1 Model 1: No Heterogeneity

Consider first a model with no preference heterogeneity. That is, a model where all individuals are
assumed to have the same preferences and preferences are assumed to be solely a function of the choice
question attributes.

In the choice questions, use of anti-depressants and/or therapy improves one’s emotional state from
depressed to either not depressed or some depressive symptoms.'* Both treatments have monetary costs.
In addition, therapy has a time cost and anti-depressants can have side effects. Specifically assume the

utility that individual i associates with choosing alternative k is'®

Ui = an(Yi— Costy) + ax[T; — Hy) (2)

+/6adAdk + ﬂbt‘Btk

13 All observations with missing income were eliminated.

14There is no intent to value unsuccessful treatment.
15The j subscript is suppressed.

10



+(ﬁnoN0k + ﬁnsNSk + ﬂngGk)

+Eik
where
Y, = individual i’s monthly household income (in thousands of dollars)
Cost, = Monthly cost of treatment (in thousands of dollars)
T; = Hours of free time per month
H;, = Therapy hours per month
NDth;, = Not Depressed from therapy only (1=Yes, 0=No)
DSthy, = Some Depressive Symptoms from therapy only (1=Yes, 0=No)
Adr, = Improved emotional state from anti-depressants only (1=Yes, 0=No)
Bt = Improved emotional state from anti-depressants and therapy (1=Yes, 0=No)
NO;, = Experiences inability to have an orgasm side effect(1=Yes, 0=No)
NS; = Experiences reduced sex drive side effect (1=Yes, 0=No)
WG, = Experiences weight gain side effect (1=Yes, 0=No)

(Y; — Costy,) is the amount of money left after treatment costs to spend on the numeraire, market goods,
and [T; — Hy,| is the amount of time left after therapy. Equation 2 assumes no-income effects and no-time
effects. That is, the marginal utility of money, «,,,, and the marginal utility of time, oy, are assumed
to be constants, which causes income levels and free time to drop out of the choice probabilities. The
above specification allows individuals’ feelings about emotional state to vary with treatment method
and allows individuals to have different feelings about reducing or eliminating their depression in the
case of treatment solely through therapy.'® Holding constant money costs, time costs and side effects,
Baen 1S the increase in utility associated with eliminating depression through therapy treatment only.
The same interpretation holds for (3, except it refers to the change in utility from reducing one’s
depression to Some Depressive Symptoms through therapy alone. 3, is the increase in utility associated
with eliminating or reducing depression through anti-depressants alone. [3;, is the increase in utility
associated with eliminating or reducing depression through both anti-depressants and therapy. The term
(BroNOk + B,s NSk + 8,,,WG}) shifts utility if the treatment involves anti-depressants and there are
one or more side effects associated with their use. Equation 2 assumes that an individual feels the same
way about side effects, regardless of whether the anti-depressants reduce or eliminate the depression,
and regardless of whether the treatment involves therapy. The utility associated with no treatment
(depressed, no treatment) is U = a,,Y; + apT; + €.

The probability of individual ¢ choosing alternative k from the jth choice pair is the standard logit

16Tests showed that individuals did not perceive a significant difference between not depressed and depressive symptoms
when treatment was through anti-depressants alone or anti-depressants and therapy. We also examined a scale factor,
where how individuals felt about each treatment method if it eliminated their depression was % larger than if it reduced

their depression. This specification proved to be inferior to the specification shown.
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probability
eViik

P o=
ik = Vija + eViiB

k= A B (3)

The probability that individual 4 chooses no treatment, NT, over the preferred treatment alternative in

the jth choice pair is'”

eViiNT

(4)

P —
igNT eViia 4 eViip  eVisnT

Thus, the likelihood function takes the following form

I J
L =TTIT (P (Puys)¥s® (Puynr) o7 (Pyr) - vne )
i=1j=1

where y;; 4 is a dummy variable that indicates when alternative A is chosen. y;;p and y;;n7 are defined
similarly.

Parameier Estimate Est/s.e. Proh.

LI of Incorne= - (mone v cost parame ter) by 198 24180 00072

LI of Tirwe= - (firne cost parameter) o noz 04270 03348

LI Eliminate Depression with Therapy Only fbge 291 70620 0.0000
LI Beduce Depression with Therape Only Py 160 4.6540 0.0000
LI Eliminate/Reduce Depression with Linfi-

De e ssants Only Pt 229 f.a070  0.0000
WI: ElirinatefBeduce Depression with Both Py, 2487 f.a010  0.0000
WI: Experience Mo Orgasm Side Effect P 058 32610 0.0006

LI Experience Mo Sex Dimve Side Effect £ 027 -1.7400 00409
LT Experience Weight Gain Side Effect Por  -1.0%  -7.1800 0.0000

Table 4: Model 1 Maximum Likelihood Parameter Estimates

The mean log likelihood is —0.92. This model correctly predicts 70% of the AB choices, 88% of the
follow-up choices, and 63% of both choices. A likelihood ratio test confirms that Model 1 is superior
to a random allocation model, where Alternative A and Alternative B are each chosen with probability
0.5 in the initial choice and the choice of treatment versus no treatment were each also chosen with
probability of 0.5.

Holding outcome constant, individuals prefer treatments that require less money and less time. The
money cost parameter is significant while the time cost parameter is not.

Ignoring the insignificant time costs associated with therapy, individuals prefer to eliminate their
depression through therapy rather than anti-depressants alone even if the anti-depressants have no
side effects. A similar result was found by Dwight-Johnson et al (2000). Interestingly, to reduce
their depression, individuals prefer anti-depressants to therapy. Not surprisingly, eliminating depression
through therapy alone is seen as significantly preferable to reducing it. The result that individuals
view some depressive symptoms as an improvement over their current level of depression is consistent
with the finding by Revicki and Wood (1998) that individuals were able to distinguish between severe,
moderate, and mild depression.

Ignoring the monetary costs, one’s utility if treated solely with therapy is U; = .02[T; — H] +
2.91N Dth 4+ 1.60DSth 4 ¢; These estimates, along with the estimated marginal utility of money, 1.98,

17The derivation is in Appendix 1.
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imply an estimated maximum willingness-to-pay, WT P, of $1471 per month to eliminate depression by
therapy alone and $810 to reduce depression through the same method, a ratio of almost two to one.'®
In interpreting these results, it should be recalled that these estimates do not allow for any individual
heterogeneity in preferences. These estimates are an average over all income levels. Furthermore, these
amounts would be paid a limited amount of time, while the costs of not treating depression can increase

proportionately over time.

Ignoring monetary costs, one’s utility if treated solely with anti-depressants is
U, =2.29Ad + (—.58NO — .27TNS — 1.08WG) + ¢; (6)

On average, estimated WTP to eliminate depression through anti-depressants only is approximately
$300 less than the WTP to achieve the same outcome through therapy alone. If treatment combines

both therapy and anti-depressants,

U = .02[T; — Hy]
+2.67Bt;,

(—.58N0k — 27NSk — 108WGk) + €ik

The parameter estimate on Bty is not significantly different from the parameter estimate on N Dth but
it is significantly larger than the parameter estimate on DSth. Estimated WT P to eliminate depression
with both therapy and anti-depressants is $1350.

Similar to Revicki and Wood (1998) and O’Brien et al (1995), the results suggest that individuals
view some side effects as being worse than others. By assumption, the impact of side effects from
anti-depressants is the same independent of whether one receives therapy. Estimated WTP is $548
per month to avoid weight gain'®, $295 to avoid the no-orgasm side effect, and $138 to avoid the no
sex-drive side effect. These estimates are of interest to drug companies. Taken out of context, these
amounts could be applied to individuals not taking anti-depressants but who areoverweight, suffering
from inability to have an orgasm, or experiencing no sex drive. For example, WT' P to have a sex drive
is estimated to be $138 per month.

If the depression is eliminated with anti-depressants only and all three side-effects are experienced,
WTP is $179, but this amount is not significantly different from zero. One cannot reject the null hypoth-
esis that the individual is indifferent between being depressed and not being depressed but experiencing

the three side effects.

1881279 (3.16/2.47) is the estimated compensating variation, C'V, associated with the change from depressed to not
depressed, holding constant the number of therapy hours. In this specification with no income effects, the CV equals
the equivalent variation, EV and is equivalent to the marginal rate of substitution between emotional state and income.
Since the welfare calculation is from one state to another and &; is assumed the same in both states of the world, the
epsilons cancel and ones obtains the estimated CV rather than its expectation, estimated E[C'V]. In the future, confidence
intervals will be calculated for the estimated C'V. To show that CV is eqivalent to MRS in this case, you simply need to
solve 3.16 + 2.47(Y; — CV;) = 2.47Y; where we have assumed no money costs and have ignored time costs because of their

insignificance.
9Degree of weight gain was not significant.
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3.2 Model 2: Allowing the Value of Goods to Depend on Emotional state

Model 2 generalizes Model 1 by allowing the value of market goods to differ depending on one’s emotional
state. The conjecture is that individuals get greater pleasure from the consumption of goods when they

are not depressed. Assume

Ui = (am+ amaDi + amas DSE)(Y; — Costy,) + a:[T; — Hi] (7)
+B,an N Dthy, + 8 g, D Sthy,
+BaaAdk + By Bty
+810NOk + B, NSk + B,,, WG,

+Eik
where
Dy, = Emotional state is depressed (1=Yes, 0=No)
DS, = Emotional state is some depressive symptoms (1=Yes, 0=No)

Equation 7 is identical to Equation 2 except au,, is generalized to (a, + @ma Dk + Qmas DSk ); that is, this
specification allows the marginal utility of money to differ as a function of the three emotional states.
Assuming Equation 7, income does not drop out of the choice probabilities. Income effects are implied
in the sense that the alternative chosen in the choice pairs affects one’s emotional state, which in turn

affects the value one places on market goods. Table 5 shows the parameter estimates for this model.

Parameier Estimate Est)s.e FProh.
W of Incorne= - {mone yoost parame ter) iy, 221 25500 0.0054
BEeduction in IO of Incore if Depressed g 036 -45300 0.0000
Feduction in W of Income if Depressove

Symptoms O -0.05 -1.8200 00274
I of Titne= - (tirne cost parareter) o 0.04 07580 02242

A Elirninate Depression with Therapy Only Bae  1.58 33380 0.0004
I: Reduce Depression with Therapy Only By, 057 11830 01179
WU Elirninate/Feduce Depression with

dnti-Depre szants Only P 1.02 22770 00114
I Elirninate/Fednce Depression with Both By, 160 31960 0.0007
W Experience Mo Orgasm Side Effect P -057 -3.1980 00007

WU: Experience Mo Sex Ditve Side Effect P -034  -20750 0.0190
W Experience Weight Gain Side Effect Ber 07 -7.0550 00000

Table 5: Model 2 Maximum Likelihood Parameter Estimates

The mean log likelihood is -0.89. Model 2 correctly predicts 70% of the AB choices, 89% of the
follow-up choices, and 63% of both choices. A likelihood ratio test was performed to test the hypothesis
that a,ngs = @ma = 0. This hypothesis was rejected at the 1% level. Model 2 statistically dominates
Model 1.

The conjecture is confirmed. The estimated marginal utility of money is 2.21 if the individual is not
depressed, 2.13 (2.21 — .08) if the individual has some depressive symptoms and 1.84 if the individual is

depressed. Consumption loses 17% of its value when an individual is depressed.
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Given that Model 2 incorporates income effects, calculation of WT P is more complicated and WT P
no longer equals WT A.2° Consider an individual’s WTP to eliminate her depression through the use
of therapy alone. Ignoring the insignificant time costs associated with therapy and assuming zero cost
for treatment, 2!

Amd

WTP=——"%y, + Bpin (8)

m Am
Equation 8 shows that eliminating depression has two effects on an individual’s utility level. The
first term is an income effect. Eliminating depression increases an individual’s utility level because
individuals value goods more when they are not depressed. The magnitude of this term increases with
an individual’s income level. The second term is the strict improvement in utility because the individual
is no longer depressed. Calculating WT A for the same scenario,

WTA= — < Qmd ) Yz + 6NDth, (9)

Qpm + Qmd Qm + Qmd

A similar interpretation holds for this formula, except that now things are valued on the basis of marginal
utility of income when depressed. The amount that must be paid to an individual in the depressed state
to make her indifferent between being depressed or not depressed is greater than the amount that must
be taken away from her in the non depressed state to make her indifferent between the two states. In
other words, an individual must be paid more to remain depressed than she is willing to pay to become
not depressed. This result is occurring simply because each dollar of income (or unit of numeraire good)
is worth less to an individual when depressed. Thus, depressed individuals must have a larger income
to get the same utility benefit from their income as an non depressed individual. In addition, because
money has less value to them, individuals who are depressed must be paid significantly more to accept
continuing depression. When in the non-depressed state, individuals value money more, and so are less
willing to give up money in order to prevent depression. Table 6 shows the estimated WT P and WT A
for various income levels in the case when depression could be eliminated with therapy alone, ignoring
insignificant time costs and assuming zero cost. For example, for an individual with annual household
income of $55, 000, which is close to the sample average, the estimated WT P is $1471 while the estimated
WTA is $1763. A depressed individual would have to be paid $1763 per month to voluntarily remain
depressed but would pay $1471 per month to prevent the depression through therapy.

20For an improvement, depressed to either not depressed or depressive symptoms, WTP = CV and the CV is the
amount that has to be subtracted from the individual’s income in the improved state to make her indifferent between
the new state with the subtraction and the depressed state. So, WT'P is calculated using the marginal utility of money
that applies when one is in the improved state. In contrast, willingness to accept the depressed rather than the improved
state, WT' A, is the equivalant variation, EV. The EV is the amount of money that has to be added to income in the
depressed state to make the individual indifferent between remaining depressed and having this extra income and having
an improved emotional state. So, WT' A is calculated using the marginal utility of money that applies when the individual

is depressed.
Ram(Y; = CV;) + ou(T; — H) + Brgun NDth + e =

(am +ama)Yi + au(T; — H) +¢
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Income WTP WTA
$30,000 §1.128 §1 351
$55,000 §1.471 §1,763
$90,000 @ §1.953 §2 351

Table 6: Estimated WTP vs WTA by Income Level (when depression can be eliminated by therapy

alone)

Table 9 shows the average WT P and WT A for individuals in the sample when depression could be

eliminated using therapy .

Average 5td Dev Min Max
WTP $1 456 422 §783 32780
WTA B1 747 §50B 1 $939 0 $3330

Table 7: Sample WTP vs WTA (when depression can be eliminated with therapy alone)

Assuming no side effects, the estimated average WTP to eliminate depression with only anti-
depressants is $1206 per month; estimated WT A is $1444. Generalizing the model to allow the value
of goods to depend on one’s emotional state increases the WT P and WT A associated with successful
treatment of depression. Model 1 was underestimating WT' P for these scenarios.

In Model 2, estimated WTP to avoid side effects and WT A side effects depends on the reference
point (depressed, some depressive symptoms and not depressed). For example one could ask how much
an individual on anti-depressants who is currently experiencing side effects but no depression would pay
per month to eliminate those side effects. This amount is calculated using the individual’s marginal
utility of money when she is not depressed. For this scenario, estimated WT P to avoid weight gain is
$484 per month. It is $258 to avoid the no-orgasm side effect and $156 to avoid the no sex-drive side
effect. WIT'A = WTP, as we are assuming the same emotional state in both scenarios.

Alternatively, one could use the model to estimate what a depressed individual would pay per month
to not gain weight. To value that scenario, one would use the marginal utility of money that applies
when the individual is depressed. For the weight gain, this estimated WTP is $580; the individual is
willing to pay more when depressed because money is worth less when one is depressed.

Using anti-depressants alone or in combination with therapy to eliminate depression when it results
in all three side effects has a negative but not significant impact on utility. The combined impact of the
side effects cancels out the gain from eliminating the depression.

Summarizing, Model 1 and 2 give different results and Model 2 is statistically preferred. Both Model
1 and Model 2 are highly restrictive in that, conditional on emotional state, both assume everyone has the
same preferences over depression treatment programs. Model 2 suggests that with side effects, treatment
with anti-depressants will be an improvement for some and a (non-significant) deterioration for others.
Previous studies have found a similar result: severe depression is considered worse than an improved
emotional state combined with medication side effects (Revicki and Wood, 1998). Model 3 generalizes
Model 2 by allowing preferences for treatment to vary as a function of observable characteristics of the
individual. In this case, when certain personal characteristics are accounted for, some individuals do
not rank the elimination of their depression as an improvement and in certain extreme cases view the

treatment and improved emotional state as worse than their current depression.
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3.3 Model 3: Preference Heterogeneity

Model 3 generalizes Model 2 by making parameters a function of characteristics of the individual. We
investigated the impact of the following individual characteristics: household income, gender, education
level, the individual’s current level of depression as rated by the clinician, race/ethnicity, age, previous
experience with the side effect, and Body Mass Index (BMI).

Model 3 is a work in progress. In its current form,

e The marginal utility of income is a function of whether one’s household income is < 10K, between

10K and 20K, or > $80K per year.

e The marginal utility of reducing or eliminating depression is a function one’s education level and

the severity of one’s depression
e The impact of the no orgasm side-effect is a function of age.

e The impact of the weight-gain side-effect is a function of gender, previous experience with this

side effect, and whether one is underweight.

The current version of Model 3 is

Ui = (am+ amaDy + amasDSk + mr I R; + anpl P;)(Y; — Costy,)
+a[T; — Hy]
+Bnasn N Dthy 4 +08 444, D Sthy,
+BaaAdk + By B, (10)
+(BraseSCi + BrasySvi + BramaMdi) N Dy,
+(Bno + BroygY 9:) N Oy
+(Bns + Brsp Fi) NSk
(

tEik
where
IR; = Income of 80K or greater (1=Yes, 0=No)
IP, = Income of 10K or less (1=Yes, 0=No)
F; = Female (1=Yes, 0=No)

SC; = Education level (1=if less than a college degree, 0=otherwise)
Sv; = Current depression rated as severe by clinician (1=Yes, 0=No)
Md; = Current depression rated as moderate by clinician (1=Yes, 0=No)
Yg; = 1 if the individual is less than 41 years of age, and 0 otherwise
Pv; = Previously experienced wt gain side effect (1=Yes, 0=No)

Sk; = Underweight according to BMI score (1=Yes, 0=No)
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For example, the impact of weight gain side-effect, (8, + BugrFi + Bugpo Vi + BusiSki) is a
function of gender, previous experience with this side effect, and whether one is underweight according
to the an individual’s Body Mass Index score. In contrast, the impact of the no orgasm side effect,
(Bro t BroygY gi) is only a function of whether one is young, and the no sex-drive side effect is only a

function of gender.

Parameter Estmate Estise. Prob.

W of Tcotne= - anamery cost pazameter) o, 240 24310 00071
Reduction o M of Inpome 1f Depressed Oy 024 -26330 00042
Redurtion o MU of Tncomne of Depressive Symmphones Oy A0 1580 00257

Uy

Uy

Oy

Change MU of teoree f ineome »=30K 85 (1080 01383
Change MU of teore 1f neome ==10K 650 22430 0014
B0 of T - (fime cost parametes) 004 0760 0.23%9

WU: Elimivate Degressian with Therspy Culy Bug 245 43170 00000
WU: Reduze Degeessian with Therspry Chly P L2 23300 0.00M
W Elinavate/Reduwe Depression with Anti-Depessants Only B, 172 33510 00004
WU Elimivate/Reduze Deptession with Both By 230 41810 00000

Change mMU: Elrainate Deymession with < Colege Degee  fg, -106 26600 00001
Change i MU: Elininete Depression i Sevemely Depmessed. B, 1000 17910 00367
Change MU: Elrainate Deymession f Moderately Depressed. fgy 095 32960 0.0006

W Experience No Orgasto Side Efect By 026 10970 01493
Change WU: No Orgasm Side Bffect if Yowg by 076 24470 00072
WU Expenence Mo Sex Drive Side Effect Be A -26640 0009
Change ML No Sex Drave Side Effect f Femals Bye 066 20020 00226
WU Experienee Weight Crain Side Effect By D6 17830 00371
Change i MU: Weight Gain Sidk Effectif Fermale b -1 42970 00000
Change WU Weight Gratn Side Effectif Previouwly

Experienced b 083 26450 00041

Change WU Weight Gan Side Effhetif Underweight b 142 25760 00050

Table 8: Model 3 Maximum Likelihood Parameter Estimates

The mean log likelihood is -0.83. On the basis of a likelihood ratio test, Model 3 explains the choices
significantly better than Model 2. Model 3 correctly predicts 73% of the AB choices, 88% of the follow-
up choices, and 65% of both choices. Given the exploratory nature of the analysis, parameters were
retained if they were significant at the 15% level.

The impact of eliminating one’s depression is now shifted by the amount (—1.065C; + 1.10Sv; +
0.95Md;). The improvement in emotional state is valued less if one has less than a college degree.
This result has potentially important implications for the role of the health care provider in terms of
recommending appropriate treatment. Our estimates show that moderately and severely depressed indi-
viduals value an elimination of their depression more than a mildly depressed individual does. However,
there is not a significant difference between how a moderately and severely depressed individual values
an elimination of their depression. Revicki and Wood (1998) found statistically significant differences
between utility scores based on current depression severity.

Ceteris paribus, the marginal utility of money is lowest for households with incomes less than or
equal to $10, 000, followed by middle income households, with individuals from households with incomes

greater than $80, 000 per year having the highest marginal utility of income (8.91 vs. 2.41 vs 0.55). That
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is, individuals with more income have a higher WT' P to eliminate depression and side effects. Simply
because of differences in how they value an extra dollar of income, all else equal, those with household
income greater than $80,000 will have approximately four times the WTP to eliminate depression as
those with household incomes between 10K — 80K and 16 times the WT P of the very poorest. Table
7 shows WTP and WTA for both mildly and severely depressed individuals without a college degree
as a function of income level.?? For example, consider two severely depressed individuals without a
college degree. As shown in Table 9, estimated WTP to eliminate the depression with therapy alone
is $420 if household income is $10,000, $2152 if household income is $55,000, and $9676 if income
is $90,000. These estimates are consistent with other studies on the topic which have found that
individuals consistently rank depression as worse than other chronic diseases (Wells et al, 1999; Revicki
and Wood, 1996) and in some cases view severe depression as equivalently bad as or worse than death
(Revicki and Wood, 1996).
Mild Depression Severe Depression

Income  WTP WTA WTP WTA

$10,000 255 304 w420 #4431

$30,000 $1 285 51,407 1723 51917

$55,000 $1476  §1 642 B1.9354 2152
$90,000 §7FESE | $13720 0 $9GTE | H17 272

Table 9: Estimated WTP vs WTA by Income Level (when depression can be eliminated by therapy

alone and individual has less than a college degree)

As in Model 2, the value of consuming goods increases as one’s level of depression decreases, so WT P
to eliminate the depression does not equal WT A it.

Table 10 shows the sample average WT P and WT A to eliminate depression through therapy. These
numbers are averaged over values that vary as a function of current depression level, income, and

education level.

Average 5td Dev  Min Max
WTP b3.314  F3 078 b 166 #10 B2
WTA 5387 0 b5 a4 170 #19.084

Table 10: Sample WTP vs WTA (when depression can be eliminated with therapy alone and

individual has less than a college degree)

The impact of the non-orgasm side effect, (—.26 — .76Yg;), is almost four times as bad if one is
under 41 years of age. For individuals age 41 or older, the presence of the no orgasm side effect will
not affect treatment decisions. Feelings about the no orgasm side effect do not depend on one’s gender.
The impact of the no sex-drive side effect,(—.79 + .66 F;) is negative and significant for males. The side
effect is not significant for females. If currently being treated with anti-depressants but experiencing

the sexual side effects, estimated WT' P for an anti-depressant that eliminates the sex drive side effect

22Consider the case of an individual who eliminates her depression solely with therapy. Assuming no cost and ignoring
the insignificant time parameter and scale factor, we calculate WT'P as

(am+omrIRi+ompl P)(Yi — CVi) 4+ Braih + BnaseSCi + BraswSVi+ BnamaMDi = (tm + 0tmd+amr IR + ompl P;)Y;

and WTA as

(om + amr I Ri + ampl P)Ys + Brain + BraseSCi + BrdsoSVi + BnamaMds = (am + tma + amr IR + amp I P) (Yi + EV)
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is $327 per month for a male whose household income is between $10,001 and $80, 000 per year, and
$1420 if his household income is greater than $80,000 per year. For a female the comparable amounts
are $53 and $229, which are not significantly different from zero.

The impact of the weight gain side effect, (—.46 + —1.22F; 4+ .83 Pv; 4+ 1.425k;), is negative for most
individuals. Women are more negatively impacted than men by this side effect. Underweight individuals
or individuals with previous experience with the side effect are less negatively impacted than other
individuals. The weight gain side effect is actually viewed as a positive benefit by underweight males.
All women except those who are underweight, view the side effect negatively. For underweight women,
regardless of their previous experience with this side effect, the side effect does not significantly affect
them.

Females who are not underweight and who have no previous experience with this side effect would
be willing to pay an estimated extra $3035 per month for an anti-depressant without this side effect
if their household income is greater than $80K per year, $698 if it is less than $80K but greater than
$10K, and $188 if their household income is less than $10K.

Note that the ranking of the side effects varies across individuals as a function of their characteristics.
For example, consider two young people who are not underweight and have no previous experience with
the weight-gain side effect. The female ranks them, from worst to least bothersome as, weight gain, no
orgasm, no sex drive. The male views the no orgasm and no sex drive side effects as equivalently bad
and marginally worse than the weight gain.

Eliminating or reducing depression with therapy alone at zero costs makes everyone better off.
The same is true for costless treatments that include anti-depressant but no side effects, although the
improvement is not significant for individuals without a college degree. Therapies that include multiple
side effects can cancel the impact of reducing one’s level of depression. For some individuals, Model
3 suggests that the individual would prefer to remain depressed rather than experience multiple side
effects.

In explanation, if depression is eliminated using anti-depressants only, and money costs are ignored

Ui = (1.72—1.065C; + 1.10Sv; + 0.95Md;)
+(—.26 — .76Y g;)NO
+(—.79 + .66F;)N S
+(—.46 + —1.22F; + 83Pv; + 1.425k;)W G

+&;

The first term is always positive, the second and third terms always negative, and the fourth term
varies in sign. Consider, for example, a young male without a college degree, who is only mildly
depressed, and has no previous experience with the weight-gain side effect. For this individual, U; =
0.66 — 1.02NO — .T9NS — 46W G + ¢; is negative (worse than remaining depressed) if both sexual side
effects occur. Also consider a young female without a college degree who is only mildly depressed and

has not previous experience with the weight-gain side effect. For this individual, U; = 0.66 + 1.02NO —
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A3NS — 1.68WG + ;. She would rather remain depressed than experience the weight-gain side effect,
and is close to indifferent between remaining depressed and not being depressed but experiencing the
no orgasm side effect. She is affected little by the no sex drive side effect. Alternatively, if the same
female was moderately depressed, U; = 1.62 — 1.02NO — .13N.S — 1.68W G + ¢;, she is indifferent being
not depressed with the weight gain or remaining depressed, but she would not accept both the weight
gain and no orgasm side effects. In the case of severe depression, she is indifferent between all three side
effects and eliminating her depression. The result that WTP to avoid side effects varies with income

level and demographic characteristics is different from O’Brien et al (1995).

4 Extensions

As noted earlier, this paper remains a work in progress. The primary work to be done deals with
exploring additional types of preference heterogeneity. Model 3 will be expanded to deal with other
potential sources of preference heterogeneity. Additional examination of how individuals answered
attitudinal questions will be used to help identify and model this heterogeneity. In addition, this paper

will explore how latent class models and cluster analysis can be used to model heterogeneity.
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5 Appendix 1

In this appendix, the probability functions for the follow-up question for a logistic model are derived.

In this model, the individual makes two choices. She is first presented two possible depression
treatment alternatives and asked to choose which treatment plan she prefers, A or B. The individual
is then asked a follow-up question. She is asked whether she would prefer the alternative she just chose
(Alternative T') or no treatment (Alternative NT'). Thus, in the follow-up she chooses conditional on
her first choice.

The likelihood function for this problem will be

I J
L =TTTT (B (Pyp) "> (Pugner) o (Pyr) e (1)
i—1j=1
where
PijnT = PijnT1aPija + PijnT|BPijB = PijanNnt + PijBnNT
and

Pijr = PijaaPija + PijppPijp = Pijana + PijBnB
In the case of a logistic model, it is well-known that
eViia

P’L]A = evijA —|—€V'ijB

P;;p follows a similar form.

It is necessary to derive the form of Pjjr and Pjjnr in the case of a logistic model. Suppose the
respondent chooses Alternative A in the first choice and chooses treatment over no treatment in the
follow-up. In the first case, if the individual i chose alternative A over alternative B, then it must be the
case that the utility from choosing alternative A was greater than the utility from choosing alternative
B. Similarly, if the respondent chooses Alternative A over no treatment, it must be the case that she
prefers Alternative A to her current state of depression where she is receiving no treatment. Therefore,

the probability of choosing Alternative A both times is the probability that:
e the utility from alternative A is greater than the utility from Alternative B
AND

e the utility from alternative A is greater than the utility from no treatment. Then
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Pijana = P(Uija > Ui NUija > Uijnt)
= P[(Vija+eija =2 Vijp+eijB) N(Vija+e€ija = Vignr + €ijnt)]

= Pl(eijp < Vija—Vijp+eija) A(eijnt < Vija — Vijnr +€ija)l

By assumption, the error terms e;j4,¢;5B,€ijnT,are independent draws from the extreme value
distribution. Given this asumption, we can rewrite the above as

e Vija—Vijp+eija Vija=VijNT+EijA
Pijana = / / f(eijB)deijp / fleijnr)deijnt | fleija)deija

—0o0 — 00 — 00

o0
Vija—Vistes, VijA—Vint+es
- / [F (gip)] | 2927 VBTE0A [F ()] |20 VINTTE04 feyia)deija

—00

For the extreme value distribution, f(g) = exp(—¢ — e ¢) and F(e) = exp(—e~¢). Substituting,

o0
PijAnA _ / [exp(_es,',jB)] ‘_‘iggx—‘/l'jB-&-EijA [exp(—es"'jNT)] |Yi0j<1>4_‘/ijNT+EijA eXp(_Ez‘jA o €7sijA)d&‘ijA

— 00

o0
/ [eXp(_eVijB—VijA—EijA)] [exp(_eVijNT—VijA—EijA)] exp(_5ijA _ e_EijA)dEijA

— 00

(o)
_ / exp I:_evijB—‘/z‘jA—EijA — eViinTt=Vija—eija _ €ijA — e—Ez‘jA] deija
—0o0

oo
/ exp [*676“‘4 (1 + eViiB—Vija + e‘/ijNT*‘/ijA) _ EijA} dEijA
— 00
Let A\; = log (1 +eViuB=Vija 4 eViiNT—VijA) . Then 1+ e¥isB=Visa 4 eVisnt=Vija = X Substituting,
oo
AN,
Pijana = / exp [—e e — 5] deija

- / eXp (E”A_A"')—%A} deija
o0

Let ¢ :EijA —)\Z

o0

Pijana exp [e”® —e— \;| de

o0

—& —)\lds

L.
[
= At/;; e
~

14 eViip=Vija 4 eVijnT—Vija
Vija

e
eVija + eViiB + eViiNT

P;jpnp can be calculated in a similar manner so that,

Pjjr = Pjjana+ PijBnB
6VijA 4 evijB
eViia + eViiB + eViiNT
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and

eViINT
Pijnr = eViia + eViiB f eViaNT
6 Appendix 2
Effectiveness Attribute
Level Frequency | Percent
Some Depressive Symptoms | 365 36%
Not Depressed 641 64%
Therapy Hours Attribute
Level | Frequency | Percent
0 212 21%
2 150 15%
4 117 12%
6 527 52%
Cost Attribute
Level | Frequency | Percent
10 10 1%
15 151 15%
20 10 1%
90 181 18%
100 153 15%
105 159 16%
120 27 3%
150 31 3%
200 3 0.3%
300 112 11%
350 169 17%
Anti-Depressant Use Attribute
Level | Frequency | Percent
No 241 24%
Yes 765 76%
Orgasm Side Effect Attribute
Level Frequency | Percent
No Orgasm Side Effect Does Not Occur | 776 7%
No Orgasm Side Effect Occurs 230 23%
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Sex Drive Side Effect Attribute
Level Frequency | Percent
No Sex Drive Side Effect Does Not Occur | 680 68%
No Sex Drive Side Effect Occurs 326 32%
Weight Gain Side Effect Attribute
Level Frequency | Percent
No Weight Gain | 521 52%
5% Weight Gain | 244 24%
10% Weight Gain | 130 13%
15% Weight Gain | 111 11%
Not Therapy Anti- No

Depressed | Hours | Cost  Depressants Orgasm
Not Depressed 1.00 0.18 0.23 0.07 0.20
Therapy Hours 0.1s 1.00 | -0.02 -0.09 -0.24
Cost 0.23 .02 0 1.00 012 -0.03
Anti-Depressants 0.07 008 -0 1.00 0.05
Ho Orgasm 0.20 024 009 0.05 1.00
No Sex Drive 0.27 0.0y | -0.35 0.30 0.00
Weight Gain -0.09 044 032 0.14 011

Design Correlation between Attribute Differences

28

No Sex Weight

Drive Gain
0.27 -0.09
0.0% -0.44
-0.35 0.32
0.30 0.14
0.ao -0.11
1.00 0.0z
0.0z 1.00



