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Is Zero a Special Price? Evidence from Child Healthcare”

Toshiaki lizuka ' Hitoshi Shigeoka*
The University of Tokyo Simon Fraser University
and NBER

First version: November 29, 2018
This version: September 24, 2020

Abstract

Do consumers react differently to zero prices? We test the presence of a zero-price
effect in child healthcare and find that a zero price is indeed special and it boosts
demand discontinuously. A zero price affects resource allocations by encouraging
healthier children to use more services and exacerbates behavioral hazard by
increasing inappropriate use of antibiotics. A copayment, as small as 2USD per visit,
alleviates these problems without increasing financial and health risks. However, a
zero price may be used to boost demand for highly cost-effective treatments.
Strategically choosing zero and non-zero prices 1s a key to improving welfare.

American economic journal 2022, Vol.14 (4), p.381-410
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Kato and Goto Health Economics Review (2017) 7:28 i H
DOI 10.1186/513561-017-0165-3 Hea Ith Econom ICS ReVIeW

RESEARCH Open Access

Effect of reducing cost sharing for @
outpatient care on children’s inpatient
services in Japan

Hirotaka Kato' and Rei Goto?

Abstract

Background: Assessing the impact of cost sharing on healthcare utilization is a critical issue in health economics
and health policy. It may affect the utilization of different services, but is yet to be well understood.

Objective: This paper investigates the effects of reducing cost sharing for outpatient services on hospital
admissions by exploring a subsidy policy for children’s outpatient services in Japan.

Methods: Data were extracted from the Japanese Diagnosis Procedure Combination database for 2012 and 2013. A
total of 366,566 inpatients from 1390 municipalities were identified. The impact of expanding outpatient care
subsidy on the volume of inpatient care for 1390 Japanese municipalities was investigated using the generalized
linear model with fixed effects.

Results: A decrease in cost sharing for outpatient care has no significant effect on overall hospital admissions,
although this effect varies by region. The subsidy reduces the number of overall admissions in low-income areas, but
increases it in high-income areas. In addition, the results for admissions by type show that admissions for diagnosis
increase particularly in high-income areas, but emergency admissions and ambulatory-care-sensitive-condition
admissions decrease in low-income areas.

Conclusions: These results suggest that outpatient and inpatient services are substitutes in low-income areas but
complements in high-income ones. Although the subsidy for children’s healthcare would increase medical costs, it
would not improve the health status in high-income areas. Nevertheless, it could lead to some health improvements in
low-income areas and, to some extent, offset costs by reducing admissions in these regions.

Keywords: Heath insurance, Cost sharing, Childcare, Inpatient care, Outpatient care

| JEL codes: 112,118, 113 Health Economy Review (2017) 7:28
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Happiness doesn’t depend upon what you have or what you are.
It solely relies on what you think.
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