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Abstract 

Assessing the impact of cost-sharing on utilization of health care is a critical issue in 

health economics and health policy. We exploit a subsidy policy which reduces cost-

sharing for inpatient and outpatient services for children in Japan in order to investigate 

two types of effect: the effect of reducing cost-sharing for inpatient care on hospital 

admissions (the own-price effect); the effect of reducing cost-sharing for outpatient 

services on hospital admissions (the cross-price effect). Using DPC data, administrative 

admission data, we find that reduction in cost-sharing for inpatient care significantly 

increases the number of admissions. We also find that a decrease in cost-sharing for 

outpatient care has a positive but insignificant effect on overall hospital admissions. 

However, the latter effect varies by region. The subsidy for outpatient services reduces 

the number of overall admissions in low-income areas; in contrast, it increases in high-

income areas. These results suggest that outpatient and inpatient services are 

substitutes in low-income areas, but they are complements in high-income areas. 

Therefore, although the subsidy for children would increase the overall cost of health 

care in total, at least in low-income areas, it could reduce admissions and its cost could 

be offset to some extent by the reduction of admissions. 
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