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ARAAZRE 0.068 (0.053) -0.118 (0.333)

Arekg 0.075 (0.031)** -0.218 (0.198)
s A 0.025 (0.020) -0.199 (0.128)
Add7 = -0.041 (0.044) 0.249 (0.273)
o= 0.010 (0.036) 0.093 (0.228)
Al -0.008 (0.039) 0.053 (0.247)
FAYHAl 0.081 (0.034)*** -0.207 (0.217)

AEFAA; WAl 0.027 (0.023) -0.283 (0.153)**

0.024 (0.016)

-0.084 (0.104)

0.092 (0.032)***

-0.167 (0.208)

AAA AL 0.059 (0.024)** -0.341 (0.150)***
A 1383} 23 23
obs 119 119

Breusch-Pagan Test
Hy: corr(ejk, ejk») =0:

chi-square test
statistic=839
p-value=0.000

chi-square test
statistic=851
p-value=0.000

Fo w19, 5%, 10% RS04 §OIRHE ST,
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Abstract

This study analyzes the impact of demand density and provider competition
on pet healthcare service pricing in the veterinary hospital industry. We
derived hypotheses about the effects of pet medical service provider
competition on pet medical service costs under fixed demand density based on
Salop’s Circular City Model. To empirically test these hypotheses, we
combined data from veterinary service pricing, the Population and Housing
Census, and authorization records of animal hospitals. We then analyzed the
data using a log-linear regression model and the Seemingly Unrelated
Regression (SUR) model. The theoretical model suggests that if pet medical
service providers enhance their service qualities as competition intensifies,
medical service price tends to increase. Empirical results show that service
prices significantly rise as competition increases. It implies that pet medical
service providers improve their service qualities with increased competition,
and the cost-function structure of the providers allows a flexible substitution
between service quality and quantity. Amidst ongoing policy discussions on
expanding the pet market, this research sheds light on potential economic
aspects of the pet healthcare market and the importance of collecting diverse

data for comprehensive studies.

% Key words: Companion Animal, Pet medical costs, Provider competition,

Salop’s Circular City Model



