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Figure 2. Demand Curve under Price Discount
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Figure 4. Effect of Price Discrimination on Hospital Profitability
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Figure 5. Effect of Price Discrimination on Hospital Profitability
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Figure 6. Marginal Conditions for Economic Profits
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Figure 7. Time Lag between Income Receiving and Spending on Medical Services
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Abstract

Health Care Price Discount and Its Implications

Bong-Min Yang* Chin-Hyun Kim**

Following up the earlier study by Yang and Kim on the effect of price discount on health
care market performance, this study sets out to examine further issues being related to the
price discount aspect of voluntary health insurance. Two issues are addressed and questioned.
First, can the price discriminating hospitals make economic profits even under harsh demand
conditions if they accept price discounts with voluntary health insurance? Second, which of
the choices would the urban poor and the rural area residents prefer, simple price discount
or compulsary health insurance?

Using microeconomic theories of price discrimination and of intertemporal choice, we show
that (i) hospitals can operate profitably if, through price discount, they could attract new customers
who would not seek hospital cares otherwise, and that (ii) the urban poor and the rural families
with irregular income streams do indeed prefer price discount with deferred payments to government
enforced compulsary health insurance schemes. These findings stand out, in contrast to the
general notion that health insurance is beneficial to everyone, and thus, it could be reinforced
regardless of the social classes. The implications may well be taken care of for successful implementation

of national health insurance schemes.

* Assistant Professor of Health Economics, Graduate School! of Public Health, Seoul National University.
**Graduate Assistant, Graduate School of Public Health, Seoul National' University.
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