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Research Update: Impact of China’s ‘Zero-markup Policy for Essential
Drugs’ on patients, county hospital revenue and government subsidy

Yanfang Su, Sc.D YANFANGSU@MAIL.HARVARD.EDU
Freeman Spogli Institute for International Studies, Stanford University

Encina Hall, E401,

Stanford, CA 94305-6055, USA

Tel: +1 -650-725-2606

Zhongliang Zhou, Ph.D ZZLIANG1981@MAIL.XITU.EDU.CN
School of Public Policy and Administration, Xi’an Jiaotong University

# 28 Xianning West Road,

Xi’an, Shaanxi 710049, China

Tel: +86-1-8291498261

Ben Campbell, B.A. BENJAMIN.CAMPBELL10@GMAIL.COM
Bryn Mawr College

101 North Merion Avenue

Bryn Mawr, PA 19010, USA

Tel: +1-412-496-6395

Editor: Z Chen

LAGFRENT, IR F ZEFR BRI AR HLEE 2 AT BN A B2 50 . BURSEE )G, R 123

FEAR 19 7T, IREIE B 2% PRI 400 70, BBR R BT IR s SR it in . BEBe N IE I [, 24
RN o INBRRF AN (K A A, BRATTERBIT FE ST 1 A DR DR BRSNS 36 S DL T, 2k 25

BUR ST BUR RLZ AN B BE AR . 7 Hr 3R B, RIVEEZ S A% R B, R BT IR S5 B4 T 58
EEBESCNIEIN, BUFAMIER TR N . RG0S 24 % 22 AU AT DUAE R B 2 2 B e A ) 175

RNCIES RS DN

In 2009, China implemented a Zero-markup Policy for Essential Drugs (ZPED), a policy with
potential to dramatically improve health in the country. This series of studies aims to evaluate the
impact of ZPED on patients, county hospital revenue and government subsidy levels.
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Data from Ningshan and Zhenping county hospitals were collected. The hospitals were
selected because they were comparable in many ways, with the exception of Ningshan having
implemented ZPED during a period when Zhenping had not. Ningshan, therefore, was used as
the experimental group and Zhenping the control group. To compare outcomes of interest
between the counties, the primary method of analysis was a difference-in-differences model.

The results showed that ZPED had an effect on patients’ medical expenditure, county hospital
revenue and government subsidy levels. With regard to patients, in absolute terms, the total
expense per visit reduced by 19.02 CNY (3.12 USD) for outpatient services and 399.6 CNY
(65.60 USD) for inpatient services. In relative terms, the expense per visit was reduced by 11%
for both outpatient and inpatient services. With regard to the impact on county hospital revenue,
for Ningshan County hospital, ZPED led to an increase in health care provision and a sustained
total hospital income despite a decrease in drug revenue. Lastly, with regard to government
subsidy levels, the research demonstrates that with minimal or no subsidy, the government can
catalyze the zero-markup policy and potentially generate positive outcomes for county hospitals.
Overall, this research showed that ZPED has led to positive outcomes for patients, county
hospitals and the government.
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