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		Abstract

		Iran has long had one of the highest rates of birth by Caesarean section (C-section) in the world. In 2014, the Iranian Ministry of Health and Medical Education (MHME) created substantial financial incentives discouraging the use of C-sections in public hospitals, by increasing physician payments and eliminating patient co-payments for vaginal deliveries. The MHME subsequently extended a modified version of the physician-level incentives (but not the patient-level incentives) to non-public hospitals. We use difference-in-differences (DiD) regression analysis to examine the impact of these reforms on the rate of C-sections and health outcomes in public and non-public hospitals. C-section rates in public hospitals declined by almost 5%, with higher reductions for 1st time mothers, and smaller reductions for mothers with clinical indications of higher-risk pregnancies (e.g., hypertension and diabetes). Physician-level incentives explain roughly two-thirds of the decline, and patient-level incentives explain most of the rest. The reform also resulted in improved outcomes, with fewer maternal deaths and NICU admissions â€“ although we do find evidence of a modest increase in ICU admissions for mothers with diabetes. Our findings indicate that even large financial incentives have only modest effects on C-section rates. More aggressive strategies will be necessary to reduce C-section rates to the levels typically recommended by public health authorities. 
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