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The healthcare corruption has aroused heated discussions in China recently. From the beginning of 2023 to the
present, at least 155 hospital directors have been investigated that the number is more than twice that of last year.
The healthcare corruption was not only a matter of physician morality but also reflected the defects of China’s
medical system.'

Since the establishment of China’s Urban Employee Basic Medical Insurance (UEBMI) in 1998, China has
formed a fragmented health insurance system in urban areas. Fragmentation hindered the mutual aid function of
health insurance. Therefore, from 2009 to 2020, China carried out the health financing reform of UEBMI which
adjusted the pooling level from the county to the municipal level. However, the increasing financialization of the
healthcare system would result in physicians weakening accountability to the public.” Horizontal integration and
vertical management of fiscal power enabled the municipal governments to concentrate and allocate health
funding, but the administrative decentralization led to laxity of spending supervision by county governments.
This flawed system was a tough test for physicians. Without supervision, physicians might induce patients to
increase healthcare services for the purpose of maximizing income.® Figure 1 was the framework of Unified Pool
arrangement in China.

The paper aimed to discuss whether the unified pool reform would trigger healthcare corruption. Treating the
pooling level adjustment reform of UEBMI as a quasi-experiment, the study tried to interpret the empirical results
based on Chinese health insurance regulations, and explored the reasons for the high incidence of healthcare
corruption in China.

Instead of focusing solely on patients’ utilization of healthcare services, the paper considered the behaviors of
healthcare provider (eg, hospitals, physicians) and healthcare policy executor (eg, county governments, medical insur-
ance bureau) by a quasi-experiment. The effects of the unified pool reform on outpatient expenditure were examined by
using the staggered DID model, and the moderating effects of physician density were examined by using DDD model.
The micro data in the study were from the China Health and Retirement Longitudinal Study (CHARLS) in 2011, 2013,
2015, and 2018. The macro data were from China City Statistical Yearbook. The documents were from on the official
websites of the municipal-level governments, the Medical Insurance Bureau, and the Human Resources and Social
Security Bureau. After excluding the samples with missing information and the samples of municipalities directly under
the central government, this paper finally obtained panel data for 4 periods, 573 respondents who were continuously
tracked, and a total of 2292 observations.

Table 1 showed that the treatment effects on outpatient reimbursement expenditure were significant at a 5% significance
level, no matter whether control variables were added. The implementation of unified pool reform would lead to a significant
increase in outpatient reimbursement expenditure, rather than copayment expenditure. The treatment effects on outpatient
expenses were also mainly caused by the increase in outpatient reimbursement expenditure. We utilized the parallel trend test
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Figure | Framework of Unified Pool Arrangement.

to test the robustness of the empirical results and the results of the robustness test methods were consistent with the benchmark
regression results. Table 2 showed that the physician density interaction coefficients were positively significant in the 5%
significance level. In the pilot cities, increasing physician density would have a positive moderating effect on outpatient
reimbursement expenditure. The pooling level reform would make the county governments loosen the supervision of funds
spending.

According to the theory of demand inducement, an increase in physician density would lead to an increase in
the quantity of inducement. The positive coefficient of the empirical results proved that the induced demand
caused by the increase in physician density would increase the expenditure after the unified pool reform. In the
system of fiscal concentration and administrative decentralization, the county governments would relax the
supervision of healthcare providers, and the physicians would induce patients to increase their consumption of
health services. Therefore, the county governments’ moral hazard caused by the pooling level reform would
trigger healthcare corruption. Nonetheless, this letter emphasized that demand inducement does not equal
healthcare corruption, but I cannot directly obtain data on the behavior of hospital leaders. Due to data limitations,
physician density is adopted to examine healthcare corruption, which is also a shortcoming of this research.

Table | Effects of Unified Pool Reform on Outpatient Expenditure

Explained Variable Outpatient Expenditure Outpatient Outpatient Copayment
Reimbursement Expenditure
Expenditure
) 2 3) Q) ) (6)
Treatment Effect 45.783* 45.549* 14.052+* 13.460%* 24.637 25.783
(1.902) (1.879) (2.329) (2.216) (1.494) (1.552)
Constant 17.761 383.202 —5.276 —49.717 27.632 190.291
(0.627) (0.688) (-0.743) (—0.356) (1.425) (0.499)
Control Variables No Yes No Yes No Yes
Fixed Effects Yes Yes Yes Yes Yes Yes
Observations 2292 2292 2292 2292 2292 2292
R? 0.005 0.009 0.011 0.0045 0.003 0.012

Notes: Significance levels: **p< 0.05; *p< 0.1. Value in (): t value.
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Table 2 Moderating Effects of Medical Resources Density

Explained Variable Outpatient Reimbursement Expenditure
Moderator Variables Hospital Density Bed Density Physician Density
U] ) 3) ) (5) ()
TreatmentXHospital 604.293 509.598
(1.261) (1.055)
TreatmentxBed 5.640 6.070
(1.269) (1.363)
TreatmentxPhysician 19.413%* 19.513%*
(2.187) (2.192)
Treatment Effect -2.162 —0.494 -0.421 —1.486 —-8.188 —8.394
(-0.201) (—0.046) (—0.042) (-0.145) (-0.791) (—0.809)
Constant 0.406 —147.891 14.520 —95.329 24.467** —104.425
(0.033) (—1.002) (0.982) (—0.651) (2.031) (-0.720)
Control Variables No Yes No Yes No Yes
Fixed Effects Yes Yes Yes Yes Yes Yes
Observations 2292 2292 2292 2292 2292 2292
R? 0.0066 0.0029 0.0042 0.0018 0.0002 0.0015

Notes: Significance levels: *¥p< 0.05. Value in (): t value.
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