
CHAPTER 3 

LITERATURE REVIEW

3.1 Market Failure and Government Regulation

In  ev e ry  country , th e  g o v e rn m e n t in te rv e n e s  in  th e  h e a l th  c a re  sector. F o r exam ple , 
m o s t o f  th e  O E C D  c o u n trie s  s h a re  m o re  th a n  80% o f th e  T o ta l H e a l th  E x p e n d itu re  by  p u b lic  
fin an c in g . E v e n  th e  U n ite d  S ta te s , th e  m o st developed  m a rk e t  econom y, s h a re s  ab o u t h a lf  o f 
th e  to ta l  h e a l th  e x p e n d itu re  fin an ced  by  p ub lic  p ro v isio n 22. G o v e rn m e n ts  p ro v id e  som e o r a ll o f 
th e  h e a l th  serv ices, a n d  re g u la te  th e  su p p ly  side  o f th e  h e a l th  sector. In  ad d itio n , do c to rs  a re  
re q u ire d  to  o b ta in  n a tio n a l lic e n su re  before  s ta r t in g  tre a tm e n t.  S u c h  g o v e rn m e n t in te rv e n tio n s , 
w h ich  d ev ia te  from  th e  th e o ry  o f m a rk e t  econom y, com e from  th e  p e c u lia r i ty  o f  h e a l th  ca re  
serv ices. T h ese  d e v ia tio n s  from  th e  m a rk e t  sy s te m  a re  g e n e ra lly  ju s tif ie d  by  c la im in g  th a t  
h e a l th  c a re  se rv ices a re  th e  goods w ith  a  m a rk e t  fa ilu re . T h a t  is, th e  e q u ilib r iu m  does n o t 
c o rre sp o n d  to  a  P a re to -o p tim a l a llo c a tio n  in  n o n -re g u la te d  m a rk e ts .

Z w eifel a n d  B re y e r (1997) a rg u e d  th a t  th e  p o in t o f d e p a r tu re  for th e  th e o ry  o f  m a rk e t  
fa ilu re  is  p ro v id ed  by  th e  F ir s t  T h e o re m  o f  W elfare  E conom ics, b ecau se  h e a l th  ca re  se rv ices  
h a v e  th e  fo llow ing c h a ra c te r is tic s : 1.) H e a lth  goods h av e  th e  c h a ra c te r is t ic s  o f  p u b lic  goods. 2.) 
T h e  c o n su m p tio n  o f  h e a l th  goods g ives r is e  to  e x te rn a l effects. 3.) T h e  p ro d u c tio n  o f  h e a l th  
goods is  c h a ra c te r iz e d  by  in c re a s in g  r e tu r n s  to  scale. 4.) T h e  p re re q u is ite  fo r a  p e rfec tly  
c o m p e titiv e  m a rk e t, t h a t  is, m a rk e t  t r a n s p a re n c y  a n d  c o n su m e r sovereign ty , a re  n o t m et. 
B ecau se  p a t ie n ts  do n o t h av e  en o u g h  in fo rm a tio n  to  ju d g e  th e  se rv ices, p ro v id e rs  decide  th e  
n eed s, a n d  th e  w ay  o f t r e a tm e n ts .  T h is  ho lds th e  fine  a g a in s t  o th e r  c o n su m e r goods. A n o th e r  
c h a ra c te r is t ic  o f  h e a l th  ca re  se rv ices  is m erit-goods. T h a t  is, h e a l th  c a re  se rv ice s  a re  
q u a s i-p u b lic  goods a n d  e x p e c te d  to  be  p ro v id e d  o r  to  be f in a n c e d  b y  th e  p u b lic .

A b o u t 80%  o f J a p a n e s e  h o sp ita l  (a n d  a lm o s t a ll  o f th e  c lin ics) a re  o w n ed  by  p r iv a te  
m ed ica l co rp o ra tio n s  (H e a lth  a n d  W elfare  S ta tis tic s , 2001). D octo rs w e re  a llow ed  to  c o n s tru c t  
th e i r  h o sp ita ls  an y p lace  u n t i l  198623. H ow ever, a f te r  th e  a m e n d m e n t o f  th e  M ed ica l L aw  in

22 M e d ic a re  fo r e ld erly , M e d ic a id  fo r in d ig e n t  a n d  d is a b le d  p eo p le  a n d  so  on.
23 I n  1986, th e  M ed ica l L aw  c h a n g e d  a n d  th e  m a x im u m  n u m b e r  o f  b e d s  w ith in  th e  S e c o n d a ry  
M e d ic a l A re a s  w a s  s e t .  T h e re a f te r ,  p ro v id e rs  w e re  n o t a llo w ed  to  in c re a s e  b ed s  in  th e  h ig h  p e r



1986, th e  governo rs o f  p re fe c tu re s  w ere  a llow ed  to  p ro h ib it th e  in c re a se  o f  p ub lic  m ed ica l 
fac ilitie s , a n d  a llow ed  to  w a r n  p ro v id e rs  o f  a t te m p ts  to  in c re a se  b ed s  in  p r iv a te  h e a l th  fac ilities. 
T h is  s to p p e d  th e  c o n c e n tra tio n  o f  h e a l th  fac ilitie s  in  a re a s  w h e re  th e re  w ere  h ig h  p e r  c a p ita  
n u m b e r  o f  beds, b u t  i t  d id  n o t  a lle v ia te  th e  d isp a r ity  in  fac ilitie s  m ad e  before 1986. In  ad d itio n , 
p a t ie n ts  h av e  b e e n  a b le  to  choose a n y  h e a l th  fac ilities, ev en  te r t ia r y  ca re  h o sp ita ls , for 
o u tp a t ie n t  care . A lth o u g h  m e d ic a l fees a re  fixed  across th e  country , p ro v id e rs  a re  ex tre m e ly  
co m p e titiv e  in  o th e r  a r e a s  w ith in  th e  J a p a n e s e  h e a l th  ca re  field. A ccord ing  to  th e  p re s e n t  
m ed ica l fee sy stem , in v e s tm e n t  co sts  fo r p r iv a te  h o sp ita ls  m u s t  be m a n a g e d  w ith in  th e  confines 
o f  th e  re im b u rs e m e n t fro m  h e a l th  in su ra n c e  a n d  u s e r  ch arg es. T h ere fo re , th e  p ro v id e rs  h av e  
in c e n tiv e  to  ach iev e  t a r g e t  in co m e.

U n c e r ta in ty  r e g a rd in g  h e a l th  serv ice  p ro v isio n  len d s  i ts e lf  to  a  d ifference  in  p h y s ic ia n  
p rac tice . T h is  is c a lled  th e  S m a ll  A re a  V a ria tio n s  (SAV)24. V aria tio n s  in  m ed ica l t r e a tm e n t  su c h  
a s  o v e ra ll su rg e ry  r a te  a r e  fo u n d  in  sm a ll  a re a s , d ep en d in g  o n  p h y s ic ia n s  p ra c tic e  sty le . 
H ow ever, F o llan d  c o n c lu d e d  th e  e m p ir ic a l r e s u lts  in d ic a te  t h a t  SAV is n o t im p o r ta n t  in  
d e te rm in in g  e i th e r  a n  a g g re g a te  in d ex  o f m a rk e t  a r e a  u ti l iz a tio n  o r th e  av e rag e  in te n s i ty  w ith  
w h ich  p a t ie n ts  a re  t r e a te d  b y  p h y s ic ian s . I n  J a p a n , th e re  a re  th i r d  p a r ty  m o n ito rin g  sy s te m s  
for m ed ica l in su ra n c e  c la im  t h a t  is  o rg an ized  in  e a c h  p re fe c tu re . A lth o u g h  th is  is  co n sid e red  to  
be one  o f  th e  so u rce  o f  r e g io n a l  d ifference  a m o n g st p re fe c tu re s , i t  c a n  n o t be e a s ily  m e a su re d  
(H e a l th  In s u ra n c e  S y s te m  S tu d y  G ro u p , 2001).

3.2 Equity and Efficiency in  H ealth Resources Allocation

T h e re  a re  v a r io u s  d e f in itio n s  a b o u t equity . E q u ity  in  h e a l th  ca re  c a n  be ca teg o rized  in  
tw o  w ays: v e r tic a l e q u ity  a n d  h o r iz o n ta l equity . T h e  fo rm e r is d e fin ed  a s  th e  re d is tr ib u tio n  o f 
incom e to  in d iv id u a ls /fa m ilie s  w ith  lo w er incom e. T h e  la t t e r  m e a n s  t h a t  d ifferences in  b en e fits  
sh o u ld  ta k e  in to  ac c o u n t ag e , fam ily  size, etc. (B a r  N ., 1992). A ccord ing  to  C u ly e r a n d  W agstaff, 
th e re  a re  fo u r d e fin itio n  o f  eq u ity : e q u a li ty  o f  u tiliz a tio n , d is tr ib u tio n  acco rd ing  to  need, 
e q u a l i ty  o f  access, a n d  e q u a l i ty  o f  h e a l th  (C u ly e r  a n d  W ag sta ff, 1993).

W illiam s A  a n d  C ookson  R. (2000) c la im ed  t h a t  e q u ity  in  h e a l th  h a s  to  be 
d is t in g u ish e d  from  e q u ity  i n  access to  h e a l th  care , o r  e q u ity  in  th e  d is tr ib u tio n  o f h e a l th  ca re

c a p ita  n u m b e r  o f  b e d s  a r e a s .
24 W e n n b e rg (l9 8 2 ) , F o l la n d  a n d  S ta n o  (1989)
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re so u rce s . W h en  th e  te rm  access is  u sed  in  policy s ta te m e n ts  a n d  m u c h  o f th e  acad em ic  
l i te ra tu re ,  i t  m e a n s  th e  re c e ip t o f  t r e a tm e n t  (W ag sta ff A. a n d  D o o rs la e r  E., 2000). In  th e  
U n ite d  K ingdom , th e  R eso u rce  A lloca tion  W o rk in g  P a r ty  (RAW P) fo rm u la  h a s  b e e n  u se d  for 
ach iev in g  e q u ity  am o n g  reg io n s s in ce  1976. T h e  m o rta lity  d a ta  w as  w e ig h ted  to  re g io n a l 
p o p u la tio n s  in  o rd e r  to  o b ta in  a  fa ir -sh a re  fu n d in g  ta rg e t.  RAW P a t te m p ts  to  c h a n n e l m ore  
fu n d s  to  reg io n s  w h ich  w e re  m ore d ep riv ed  b u t  w h ich  h av e  rece iv ed  re la tiv e ly  le ss  fu n d in g  in  
th e  p a s t. I t  focuses o n  th e  e q u ity  in  e x p e n d itu re  a n d  re so u rce  a llo ca tio n  (G reen g ro ss  e t  al., 
1999).

3.3 Empirical Evidence about the Determ inants of Total Health Expenditure

T h e re  h a s  b e e n  m a n y  s tu d ie s  e x a m in e d  th e  d e te rm in a n ts  o f  T b ta l H e a lth  E x p e n d itu re  
a n d  i t  re g io n a l d ifferences. R e se a rc h  m e th o d s a n d  v a r ia b le s  u se d  in  th e se  a n a ly se s  w ere  
d iffe re n t b e tw e e n  th e  a n a ly se s  o f  th e  in te rn a t io n a l  co m p a riso n  a n d  th e  a n a ly se s  o f  
in te r r e g io n a l  co m p ariso n  in  th e  country . I n  th is  section , re s e a rc h e s  co n d u c ted  by  fo re ig n  
r e s e a r c h e r s  a n d  b y  J a p a n e s e  r e s e a r c h e r s  w e re  a lso  rev iew ed .

3.3.1 Previous Studies in Foreign Countries

A  s tro n g  p o s itiv e  c o rre la tio n  b e tw e e n  n a tio n a l incom e a n d  n a tio n a l e x p e n d itu re  on  
h e a l th  c a re  h a s  b e e n  c o n s is te n tly  fo u n d  by  re se a rc h e rs . M o st o f  th e m  s u c h  a s  N ew h o u se  (1977), 
L e u  (1986) a n d  P a r k in  e t  a l (1987) e x a m in e d  th e  d e te rm in a n ts  o f  a g g re g a te  h e a l th  ca re  
e x p e n d itu re . R e a l p e r  c a p ita  h e a l th  c a re  e x p e n d itu re  is  h y p o th es ized  to  be  a  fu n c tio n  o f r e a l  p e r  
c a p i ta  in co m e  a n d  so m e  o th e r  v a r ia b le s . T h e  d e ta i ls  o f  th e i r  s tu d ie s  a r e  a s  fo llo w s:

N ew h o u se  J .( l9 7 7 )  e x a m in e d  th e  re la tio n sh ip s  b e tw e e n  p e r  c a p ita  G D P  a n d  p e r  c a p ita  
T o ta l H e a l th  E x p e n d itu re  th ro u g h  re g re s s io n  m odels. T h e  sa m p le s  u s e d  in  th is  s tu d y  w e re  13 
O E C D  c o u n tr ie s  A u s tra lia , A u s tr ia , C a n a d a , F in la n d , F ran ce , W est G erm any , G reece, Italy , 
N e th e r la n d s , N orw ay, S w eden , U K  a n d  th e  U n ite d  S ta te s . H e fo u n d  t h a t  h e a l th  sp e n d in g  w as  a  
lu x u ry  good b y  sh o w in g  th e  p o sitiv e  re la tio n sh ip s  b e tw e e n  p e r  c a p ita  G D P  a n d  p e r  c a p ita  T b ta l 
H e a l th  E x p e n d itu re . H e a lso  ex p lo red  to  f in d  o th e r  d e te rm in a n t  o f  T o ta l H e a l th  E x p e n d itu re  in  
a d d it io n  to  GDP. A  c e n tra liz e d  sy s te m  h a d  p rev io u sly  b e e n  th o u g h t  to  be ab le  to  keep  
e x p e n d itu re  low er th a n  a  d e c e n tra liz e d  sy s te m  w orld . R e su lts  o f  h is  s tu d y  im p lied  th a t  
w e a lth ie r  co u n tr ie s  m ig h t d e s ire  a n d  be  ab le  to  p a y  for a  m o re  d ecen tra lized , b u t  m ore  
ex p en siv e , m ed ica l c a re  sy s tem . T h u s, th e  m a rg in  o f m ed ica l c a re  se rv ice s  h av e  le ss  to  do w ith
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com m on m e a su re s  o f  h e a l th  s ta tu s  su c h  a s  re l ie f  o f  anx iety , so m e w h a t m ore  to  do w ith  th e  re lie f  
o f a n x ie ty , a c c u ra te  d ia g n o s is , a n d  h e ro ic  m e a s u re s  n e a r  th e  e n d  o f  life.

P a rk in , e t  a l  (1987) e x a m in ed th e  re la tio n sh ip  b e tw e e n  th e  a g g re g a te  h e a l th  ca re  
e x p e n d itu re  a n d  n a t io n a l  in co m e u s in g  th e  d a ta  o f  18 O E C D  co u n trie s . T h e  m e th o d  th e y  u se d  
w as a  re g re s s io n  m o d e l T h e y  p o in te d  o u t th a t  in te rn a t io n a l  co m p ariso n s  sh o u ld  be b a se d  on  
P u rc h a s in g  P o w er P a r i ty  (p p p )  r a th e r  th a n  ex ch an g e  r a te  conversion , u n d e r lin in g  th e  
im p o rta n c e  o f p ric e s  a s  w e ll a s  q u a n ti t ie s  in  th e  re la tio n sh ip , a n d  le ad in g  to  th e  co nclusion  th a t  
th e  a g g re g a te  d a ta  sh o w ed  h e a l th  ca re  to  be a  n ecess ity  good r a th e r  th a n  lu x u ry  good. W h en  
P P P  w as  u sed , th e  in co m e  e la s t ic i ty  o f  to ta l  h e a l th  e x p e n d i tu re s  w e re  le ss  t h a n  u n i ty  (0.9).

H it ir is  a n d  P o s n e t t  (1992) s tu d ie d  in te rn a t io n a l  d iffe ren ces in  h e a l th  ex p e n d itu re . 
P rev io u s  s tu d ie s  e x a m in e d  re la tiv e ly  sm a ll  n u m b e rs  o f  co u n trie s . H ow ever, th e y  re -e x a m in ed  
th e  re s u l ts  o f  p rev io u s  w o rk  o n  th e  d e te rm in a n t  o f h e a l th  e x p e n d itu re  u s in g  a  sa m p le  o f 560  
pooled  tim e -se r ie s  a n d  c ro ss  sec tio n  o b se rv a tio n s . T h e ir  f in d in g s  th a t  a  s tro n g  p o sitiv e  
re la tio n sh ip  e x is ts  b e tw e e n  p e r  c a p ita  h e a l th  sp e n d in g  a n d  G D P  (w hich  h a s  b een  re p o r te d  in  
p rev io u s  s tu d ie s )  w e re  c o n firm ed  w ith  th e  la rg e r  sam p le . T h e  im p o rtan ce  o f som e non-incom e 
v a r ia b le s  is  a lso  confirm ed , a l th o u g h  th e  d ire c t  effect o f s u c h  fac to rs  a p p e a rs  to  be s m a l l  T h e  
re la tiv e  p rice  o f  h e a l th  c a re  is  a lso  a n  im p o r ta n t  d e te rm in a n t  o f  th e  d e m a n d  fo r h e a lth . T h e  
o m issio n  o f  th is  v a r ia b le  m a y  le a d  to  a  d o w n w ard  b ia s  in  th e  e s t im a te d  incom e e lastic ity , a n d  a t  
th e  s a m e  tim e , le a d  to  a n  u n d e r s ta te m e n t  o f  th e  ro le  o f  n o n -in co m e  v a r ia b le s .

G e rd th a m  บ ., e t  al. (1992) e x a m in e d  th e  d e te rm in a n ts  o f  a g g re g a te  h e a l th  c a re  
e x p e n d itu re . T h e ir  sy s te m a tic  a n a ly s is  o f  th e  re la tio n sh ip  b e tw e e n  h e a lth  e x p e n d itu re  a n d  
o th e r  v a r ia b le s  a c ro ss  19 O E C D  c o u n tr ie s 25 sh o w ed  th e  effect o f  a g g re g a te  incom e, 
in s t i tu t io n a l  a n d  socio -d em o g rap h ic  fac to rs  o n  h e a l th  c a re  e x p e n d itu re . T h e  r e s u lts  in d ic a te  
th a t  in s t i tu t io n a l  fa c to rs  o f  th e  h e a l th  sy s te m s, in  a d d it io n  to  p e r  c a p ita  GDP, c o n tr ib u te  
s ig n if ic a n tly  to  th e  e x p la n a tio n  o f th e  h e a l th  c a re  e x p e n d itu re  v a r ia tio n  b e tw e e n  co u n trie s . 
T h re e  ex am p le  o f  th is  a re , th e  w ay  p h y s ic ia n s  in  o u tp a t ie n t  c a re  a re  p a id , th e  m ix tu re  o f 
p u b lic /p r iv a te  fu n d in g  a n d  in p a t ie n t /o u tp a t ie n t  c a re .

25 T h e  19 c o u n tr ie s  a re : A u s tra l ia ,  A u s tr ia ,  B e lg iu m , C a n a d a , D e n m a rk , F ra n c e , G erm an y , 
G reece , I re la n d , I ta ly , J a p a n ,  N e th e r la n d s ,  N ew  Z e a la n d , N orw ay, P o r tu g a l, S p a in , S w ed en , 
U K  a n d  th e  U n i te d  S ta te s .
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P h e lp s  (1992) e x a m in e d  th e  u n c e r ta in ty  in  k now ledge  a b o u t th e  efficacy o f m ed ica l 
in te rv e n tio n s  u s in g  d a ta  fro m  th e  U n ite d  S ta te s . H e su m m a riz e d  th e  ev idence  th a t  docto rs 
b e h a v e  v e ry  d iffe re n tly  i n  se le c tin g  tre a tm e n ts , d ep en d in g  o n  th e  reg io n  w h e re  th e y  w ork. T h is 
c re a te s  a  la rg e  v a r ia tio n  in  th e  q u a n ti t ie s  o f  ca re  d e liv e red  to  se em in g ly  s ta n d a r d  p o p u la tio n . 
H e th o u g h t  t h a t  th is  ev idence  o f v a r ia tio n s  le ft a lm o s t by  d e fa u lt  th e  id e a  t h a t  in co m p le te  
d iffu s io n  o f  in fo rm a tio n  m u s t  be  la rg e ly  responsib le . T h e  re a so n s  for th e  in co m p le te  d iffu sio n  o f 
in fo rm a tio n  a re  d ifficu lties  in  co llec ting  in fo rm a tio n  a b o u t th e  su ccess  o f  m ed ica l p ro ced u res, 
d ifficu ltie s  in  e s ta b lish in g  p ro p e r ty  r ig h ts  to  su c h  in fo rm a tio n  (ev en  i f  i t  w ere  to  be collected), 
a n d  l ia b i l i ty  c o n s id e ra t io n s  t h a t  h in d e r  a d o p tio n  o f a n y  in fo rm a tio n  t h a t  is  co llec ted .

C u tle r  D. a n d  S h e in e r  L. (1999) ex p lo red  th e  so u rce  o f r e g io n a l v a r ia tio n  in  M ed icare  
e x p e n d itu re  in  th e  U n ite d  S ta te s . T h ey  found  th a t  a  s u b s ta n t ia l  a m o u n t o f  th e  d ifference  o f 
M e d ic a re  e x p e n d itu re  cou ld  be e x p la in e d  by d ifferences ac ro ss a re a s  in  th e  h e a l th  o f  th e  e ld e rly  
p o p u la tio n . T h e ir  f in d in g  su g g e s ts  th a t  som e o f th e  g eo g rap h ic  v a r ia t io n  in  M ed ica re  sp e n d in g  
is effic ien t. B u t  ev en  acco u n tin g  for d ifferences in  th e  h e a l th  o f  th e  p o p u la tio n , s ig n ific an t 
v a r ia t io n s  in  M ed ica re  sp e n d in g  rem a in ed . T h e  s tro n g e s t  fa c to rs  w ere  su p p ly  v a r ia b le s  su c h  as, 
fo r-p ro f it  h o s p ita ls  a n d  s p e c ia l is t  p h y s ic ia n s .

F u c h s  e t  a l  (2001) e x a m in e d  313 บ .ร . a re a s  for d iffe ren ces in  m ed ica l u ti l iz a tio n  a n d  
m o r ta l i ty  o f  w h ite  c itiz en s  a g e d  65-84  in  1990. T h e  m e th o d  u se d  in  th e  s tu d y  w as  O L S  m odels. 
T h e  v a r ia b le s  in c lu d ed  in  th e  a n a ly s is  w ere  ed u ca tio n , r e a l  incom e, c ig a re tte  sa les , obesity, a ir  
p o llu tio n , p e rc e n ta g e  o f  B lack  p o p u la tio n , a n d  d u m m y  v a r ia b le s  fo r se v e n  reg io n s  a n d  five 
p o p u la t io n  s iz e  c a te g o r ie s . T h e i r  f in d in g s  a re  a s  follow s:

1. U s in g  m e tro p o lita n  a n d  r u r a l  a re a s  as  u n its  o f  o b se rv a tio n , m o r ta li ty  is  a n  im p o r ta n t  
e x p la n a to ry  v a r ia b le  for b o th  M ed icare  sp e n d in g  a n d  u se  o f  se rv ices  am o n g  w h ite s , age 
65-84, a n d  is  q u a n ti ta t iv e ly  m o re  im p o r ta n t in  e x p la in in g  th is  sp e n d in g  th a n  a re  econom ic 
a n d  d e m o g ra p h ic  v a r ia b le s .

2. F lo r id a  is  v e ry  d iffe re n t fro m  th e  re m a in d e r  o f  th e  c o u n try  in  h a v in g  o b se rv ed  ra te s  o f  u se  
t h a t  a re  m u c h  h ig h e r  t h a n  p re d ic te d  a n d  o b se rv ed  m o r ta li ty  t h a t  is  m u c h  lo w er th a n  
p re d ic te d .

3. T h e re  is  a  c ity  size  g ra d ie n t  in  u se , M e tro p o lita n  a re a s  w ith  p o p u la tio n s  b e tw e e n  250 ,000  
a n d  500 ,000  h a v e  h ig h e r  r a te s  o f  u se  th a n  sm a lle r  c itie s  a n d  n o n -m e tro p o lita n  a re a s , a n d
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a r e a s  w i t h  m o r e  t h a n  5 0 0 , 0 0 0  p e o p l e  h a v e  s t i l l  h i g h e r  u s e .

4. E v e n  w ith  m e a su re s  specific  to  w h ite s , ag ed  65-84, th e  follow ing th re e  v a ria b le s  do n o t 
e x e r t  a n  im p o r ta n t  o r  ro b u s t  e ffec t on  u se  o r m orta lity - re a l  incom e, a  m e a su re  o f  in e q u a lity  
o r  d isp e rs io n  in  incom e, a n d  th e  p ro p o rtio n  o f in d iv id u a ls  w ith  le ss  t h a n  a  h ig h  school 
e d u c a tio n

5. E v e n  w ith  m e a su re s  n o t specific  to  w h ites , ag ed  65-84, a n d  in d e e d  m e a su re d  a t  th e  s ta te  
level, c ig a re tte  co n su m p tio n , obesity, a n d  a ir  p o llu tio n  affec t m o rta li ty  m e a su re d  ac ro ss 
m e tro p o li ta n  a r e a s

3.3.2 Previous Studies in Japan

T h is  sec tio n  sh o w s th e  p rev io u s  s tu d ie s  a b o u t th e  d e te rm in a n ts  o f  T b tal H e a lth  
E x p e n d itu re s  for E ld e r ly  a n d  i ts  re g io n a l d ifferences co n d u c ted  in  J a p a n  D e sp ite  th e  sa m e  fee 
ta b le 26 in  a ll  p re fec tu re s , th e re  h a s  b e e n  a  la rg e  gap  in  th e  av e rag e  T b ta l H e a lth  E x p e n d itu re  
for E ld e rly  a m o n g s t p re fe c tu re s  (H e a lth  In su ra n c e  S y s tem  S tu d y  G roup , 2002). S tu d ie s  w h ich  
a n a ly z e  th e  d e te rm in a n ts  o f  th e  p e r  c a p ita  T b ta l H e a lth  E x p e n d itu re  fo r E ld e rly  becam e 
p o p u la r  in  th e  m idd le  o f  th e  1980s. O n  th e  con trary , th e  s tu d ie s  on  th e  d e te rm in a n ts  o f  T b ta l 
L o n g -te rm  C a re  E x p e n d itu re  a re  few. T h is  sec tio n  show s a  co m p reh en siv e  rev iew  o f th e  
p rev io u s  s tu d ie s  on  th e  d e te rm in a n ts  o f  a re a  d ifferences o f  th e  T b tal H e a lth  E x p e n d itu re  for 
E ld e r ly  a n d  th e  T o ta l L o n g - te rm  c a re  E x p e n d itu re .

T h e re  a re  tw o  w a y s  to  an a ly ze  th e  d e te rm in a n ts  o f  th e  T b ta l H e a lth  E x p e n d itu re  for 
E lderly . T h e  f i r s t  one is  to  c a lc u la te  th e  re la tio n sh ip  b e tw e e n  e x p la n a to ry  v a r ia b le s  a n d  T b ta l 
H e a lth  E x p e n d itu re s  fo r E ld e r ly  d irectly . T h e  o th e r  one is to  c a lc u la te  th e  re la tio n sh ip  b e tw een  
one o f th e  th re e  e le m e n ts  o f  th e  T b ta l H e a lth  E x p e n d itu re s  for E ld e rly  a s  d e p e n d e n t v a r ia b le s  
a n d  o th e r  in d e p e n d e n t v a r ia b le s  su c h  a s  su p p ly  o f h e a l th  se rv ices, a re a  c h a ra c te r is t ic s  etc. T h e  
th re e  e le m e n ts  o f  th e  T b ta l H e a l th  E x p e n d itu re s  for E ld e rly  a re  th e  h o sp ita l a d m iss io n  r a te  p e r  
p o p u la tio n 27, th e  a v e ra g e  in p a t ie n t  d ay s  p e r  c la im 28 a n d  th e  av e ra g e  h e a l th  e x p e n d itu re  p e r  
p e rso n  p e r  day. T h e  p o in t to  no tice  h e re  is  t h a t  th e  re im b u rse m e n t p ro ced u re  is  o p e ra te d  o n  a

26 L is t  o f  m e d ic a l c h a rg e s  fo r  r e im b u r s e m e n t  fro m  H e a l th  In s u ra n c e
27 T h e  r a t e  is  c a lc u la te d  b y  d iv id in g  th e  n u m b e r  o f  c la im s  p e r  y e a r  by  th e  p o p u la tio n .
28 N ew  c la im s  a re  c a lc u la te d  i n  e a c h  m o n th  in  J a p a n . T h e re fo re , th e  d u r a t io n  o f  e a c h  c la im  is  
l im ite d  to  31 d ays.
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c a le n d a r  m o n th  b asis . T h ere fo re , th e  av e rag e  in p a t ie n t  d ay s  p e r  c la im  is  l im ite d  to  d ay s  w ith in  
e a c h  c a le n d a r  m o n th , a n d  is  d iffe re n t from  th e  av e ra g e  in p a t ie n t  d ay s . T h e  r e s u lts  o f  p rev ious 
s tu d ie s  in  J a p a n  a re  a s  follow s:

M a e d a  (1984) an a ly zed  th e  d e te rm in a n ts  o f p e r  c a p ita  T o ta l H e a l th  E x p e n d itu re s  for 
E ld e r ly  th ro u g h  th e  av e rag e  in p a t ie n t  days p e r  c la im , a n d  th e  a v e ra g e  h e a l th  e x p e n d itu re  p e r  
p e rso n  p e r  day. H e u se d  th e  d a ta  o f  th e  to ta l  h e a l th  e x p e n d itu re  fo r p eo p le  50  y e a rs  o ld  o r over 
w h o  covered  by  th e  N a tio n a l H e a lth  In su ra n c e . T h e  p re fe c tu re s  w e re  s e p a r a te d  in to  5 groups 
w ith  th e  c r i te r ia  b e in g  th e  le n g th  o f s ta y  a n d  p e r  c a p ita  T btal H e a l th  E x p e n d itu re s  for E ld e rly  
p e r  day. H is  f in d in g s  w ere :

1. P re fe c tu re s  c h a ra c te r iz e d  b y  lo n g er in p a t ie n t  d ay s  (H o k k a id o  P re fe c tu re  a n d  K ochi 
P re fe c tu re )

H o sp ita l ad m iss io n  r a te s  in  th e se  p re fe c tu re s  a re  n o t h igh , b u t  th e  av e ra g e  le n g th  o f 
s ta y  p e r  a d m iss io n  is  h ig h e r  th a n  o th e r  p re fec tu re s . In  a d d itio n , “th e  av e rag e  h e a l th  
e x p e n d itu re  p e r  p e rso n  p e r  day" is  n o t h igh . T h is  m e a n s  th a t  th e  p a t ie n ts  te n d  to  co n tin u e  to  
rece iv e  c a re  a t  h o sp ita ls  w h e n  th e y  a re  in  convalescence. D e te r m in a n t  o f  th e  h ig h  h e a l th  
e x p e n d itu re  in  th e s e  p re fe c tu re s  is  co n s id e red  to  be th e  a v a ila b ility  o f  h e a l th  se rv ice  su c h  as  th e  
n u m b e r  o f  b eds.

2. P re fe c tu re s  c h a ra c te r iz e d  by  s h o r te r  in p a tie n t  d ay s  ( Ib a ra k i P re fe c tu re , C h ib a  P re fec tu re , 
G ifu  P re fe c tu re  a n d  S h iz u o k a  P re fe c tu re )

B o th  th e  T H E E  for in p a t ie n t  c a re  a n d  o u tp a t ie n t  ca re  a re  lo w e r in  th e se  p re fec tu res . 
T h is  m e a n s  t h a t  th e  d e m a n d  fo r e ld e rly  h e a l th  c a re  is lower. T h e  c h a ra c te r is t ic s  o f th e se  
p re fe c tu re s  a re  th e  low er n u m b e r  o f  h o sp ita l beds p e r  cap ita . T h is  im p lie s  t h a t  i t  is d ifficu lt to 
f in d  h e a l th  se rv ice  fac ilities w h e n  se rv ices a re  needed . T h is  is e sp e c ia lly  t ru e  in  th e  case  o f 
C h ib a  p re fe c tu re , w h ich  is lo ca ted  in  a d ja c e n t to  Tokyo. T h e  p o p u la tio n  g ro w th  th e re  is a m o n g s t 
th e  h ig h e s t  in  J a p a n . T h e re fo re  th e  in c re a se  in  h e a l th  ca re  fac ilitie s  c a n n o t  c a tc h  up  w ith  th e  
p o p u la t io n  g ro w th  ra te .

3. P re fe c tu re s  c h a ra c te r iz e d  by  h ig h e r  p e r  c a p ita  T H E E  p e r  d iem . (K yoto  P re fe c tu re  a n d  O sa k a  
P re fe c tu re )

T h ese  tw o  p re fe c tu re s  h a v e  a  h ig h e r  p e r  c a p ita  T H E E  p e r  d ie m  co m p ared  to  o th e r  
p re fe c tu re s . W h en  th e  e x p e n d itu re  is  d issec ted , th e  p e rc e n ta g e  u s e d  fo r d ru g s , m ed ica l 
e x a m in a tio n  a n d  tre a tm e n ts  a re  h ig h er, i.e. e x tre m e ly  g en e ro u s  t r e a tm e n ts  a re  p ro v id ed  in
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th e se  p re fe c tu re s . A lth o u g h  hom e h e a lth  c a re  se rv ices  for e ld e r ly  h av e  b een  p re v a le n t in  th e  
Tbkyo a re a , th e se  a re  n o t p re v a le n t y e t  in  th e  K yoto  a n d  O sa k a  a re a s . T h ere fo re , h o sp ita ls  
s u b s t i tu te  fo r n u rs in g  c a re  se rv ices. In  ad d itio n , b ecau se  th e  n u m b e r  o f  beds w as  h igh , a  h ig h e r  
T H E E  w e re  fo u n d  in  th e s e  p re fe c tu re s .

4. P re fe c tu re s  c h a ra c te r iz e d  by  lo w er p e r  c a p ita  T H E E  p e r  d iem . (O o ita  P re fec tu re , S ag a  
P re fe c tu re ,  M iy a z a k i P re fe c tu re  a n d  K a g o sh im a  P re fe c tu re )

A ll o f  th e se  p re fe c tu re s  a re  lo ca ted  in  K y u sh u  Is lan d . T h e  c h a ra c te r is tic s  o f th e se  
p re fe c tu re s  a re  m ore  b ed s  p e r  cap ita , lo n g er in p a t ie n t  d ay s  a n d  lo w er p e r  c a p ita  T H E E  p e r  
d iem . E x p e n d itu re s  fo r d ru g s  a n d  tre a tm e n ts  a re  n o t a s  h igh , b u t  th e  s h a re  o f  n u rs in g  ca re  is 
h ig h er.

5. P re fe c tu re s  c h a ra c te r iz e d  b y  m e d iu m  in p a t ie n t  d ay s  a n d  m ed iu m  p e r  c a p ita  T H E E  p e r  d iem  
(Tokyo P re fe c tu re  a n d  K a n a g a w a  P re fe c tu re )

T h e  av e ra g e  n u m b e r  o f  in p a tie n t  d ay s  a n d  th e  a v e ra g e  p e r  c a p ita  T H E E  a re  
co n s id e red  m ed ium . T h e  e x p e n d itu re s  p e r  d iem  a re  s lig h tly  h ig h e r  th a n  th e  n a tio n a l average , 
b u t  th e  a v e ra g e  in p a t ie n t  d a y s  a r e  lo w er th a n  th e  n a tio n a l  av e rag e . T h is  a r e a  is  u rb a n iz e d  a n d  
a  lo t o f  a d v a n c e d  m ed ica l fa c ilitie s  a re  lo ca ted  in  th e se  p re fe c tu re s . T h is  m e a n s  t h a t  th e  s h a re  
o f  a c u te  h o sp ita ls  is  h igher. T h e re fo re , m o st o f  th e  p a t ie n ts  te n d  to  be d isc h a rg e d  re la tiv e ly  
q u ic k e r  o r  t r a n s fe r r e d  to  th e  o th e r  co n v a lescen t w a rd s . In  ad d itio n , th e  ca te g o riz a tio n  a n d  
co o p e ra tio n  a m o n g s t h o sp ita ls  (su ch  a s  a cu te  care , ch ro n ic  care , hom e c a re  a n d  m ed ica l se rv ices 
w ith  p u b lic  a s s is ta n c e )  a re  co n s id e red  to  be sm oo th . C o m p ared  to  o th e r  p re fec tu re s , th e  p e r  
c a p ita  T H E E  is o n  a n  a v e ra g e  level. T h e  freq u en cy  o f h o sp ita l ad m iss io n  is  h ig h e r  th a n  
a v e ra g e .

S a k u m a  (1986) a n a ly z e d  th e  re g u la to ry  fac to r o f  th e  r a te  o f  e ld e r ly  v is itin g  to  m ed ica l 
fac ilitie s  in c lu d in g  h o sp ita ls  a n d  c lin ics. T h e  m e th o d s  u se d  in  th e  s tu d y  w e re  fac to r a n a ly s is  
a n d  m u ltip le  re g re ss io n  a n a ly s is . H e  in tro d u c e d  th e  fa c to r a n a ly s is  in to  th e  s tu d y  o f p a t ie n ts ’ 
b eh av io r. T h e  m a jo r  r e s u l t s  w e re  a s  fo llow s :

1. T h e  v is i t  r a te  h a s  a  p o s itiv e  a n d  s ig n if ic a n t c o rre la tio n  to  th o se  v a r ia b le s  th a t  a re  
c h a ra c te r is t ic  o f  u r b a n  life (a v a ila b ility  o f  t r a n s p o r ta t io n  etc). O n  th e  co n tra ry , a  n eg a tiv e  
c o rre la tio n  is  fo u n d  to  th e  v a r ia b le s  ty p ic a l o f  r u r a l  life, su c h  a s  th e  ra te  o f  hom e-o w n ersh ip  
e tc .
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2. T h e  tw elve  c lu s te rs  w ere  fo rm u la te d  th ro u g h  29  v a riab le s , a n d  th e n  th e  tw e lv e  v a riab le s  
w ere  se le c te d  from  e a c h  c lu ste r, w h ich  w as b a se d  o n  th e  h ig h e s t  c o rre la tio n  w ith  th e  v is it 
r a te ,  a n d  u s e d  fo r th e  fa c to r  a n a ly s is .

3. T h e  r e s u lts  o f  fa c to r  a n a ly s is  w ere  concluded  as: th e  f ir s t  co m p o n en t w as  r e la te d  to  u rb a n  
life, th e  seco n d  co m p o n en t w as  poor h e a l th  s ta tu s ,  a n d  th e  th i r d  c o m p o n en t w a s  re la te d  to  
s p a r s e ly  p o p u la te d  a re a s .

4. T h re e  co m p o n en ts  w ere  u se d  fo r th e  m u ltip le  re g re ss io n  an a ly s is . T h e  co rre la tio n  
coeffic ien t w as  th e n  c a lc u la ted  to  be  0.679, a n d  th e  c o n tr ib u tio n  ra tio  w as  46.1% . T hus, th e  
/3 o f  th e  f ir s t  co m p o n en t w a s  0.561, t h a t  o f th e  second  c o m p o n en t w as -0 .3 2 7 , a n d  th a t  of 

th e  th i rd  co m p o n en t w as  -0 .2 0 0 0 . T h ere fo re , th e  co m p o n en t r e la te d  to  u r b a n  life s ty le  w as 
m o s t im p o r ta n t  fa c to r  a m o n g s t th em .

A ccord ing  to  th e  p rev io u s  s tu d y  co n d u c ted  by  M a e d a  (1984), lo n g e r in p a t ie n t  days 
r e s u lte d  in  a n  in c re a se  in  th e  T o ta l H e a lth  E x p e n d itu re  for E lderly . T h ere fo re , M o ri a n d  M iyake 
(1988) c a lc u la te d  th e  c o rre la tio n  b e tw e e n  th e  av e rag e  n u m b e r  o f  in p a t ie n t  d ay s  a n d  o th e r  
in d e p e n d e n t v a riab le , a s  w e ll a s  th e  c o rre la tio n  b e tw e e n  th e  T o ta l H e a lth  E x p e n d itu re  for 
E ld e r ly  a n d  o th e r  e x p la n a to ry  v a r ia b le s  T h e  in d ic a to rs  sh o w ed  t h a t  th e  s u p p ly  o f h e a l th  
serv ices, su c h  a s  th e  n u m b e r  o f  docto rs a n d  beds w ere  p o s itiv e ly  c o rre la te d  w ith  th e  T otal 
H e a lth  E x p e n d itu re  fo r E lderly . T h e n  th e y  e x a m in e d  m u ltip le  re g re s s io n  a n a ly s is  w ith  th e  d a ta  
w h ich  h a v e  s ig n if ic a n t c o rre la tio n  w ith  T o ta l H e a lth  E x p e n d itu re  fo r E lderly . T h e  n u m b e r of 
beds, th e  n u m b e r  o f  doctors, s e a so n a l la b o r  r a te  a m o n g s t to ta l  labor, av e ra g e  n u m b e r  o f fam ily  
m e m b e rs  w e re  s e le c te d  a s  th e  d e te r m in a n ts  o f  T o ta l H e a l th  E x p e n d i tu re  fo r  E lderly .

I iz u k a  (1990) a lso  a n a ly z e d  th e  p e r  c a p ita  T o ta l H e a lth  E x p e n d itu re s  fo r E ld e rly  in  
H o k k a id o  p re fe c tu re , w h ich  h a s  th e  h ig h e s t  T o tal H e a lth  E x p e n d itu re s  for E ld e r ly  ev e ry  year. 
H e co n d u c ted  a  tim e  se r ie s  a n a ly s is  u s in g  d a ta  g a th e re d  from  1973 to  1985. A s a  re su lt, he 
fo u n d  t h a t  th e  n u m b e r  o f  h o sp ita ls  a n d  th e  n u m b e r  o f  docto rs a re  c o rre la te d  w ith  T o ta l H e a lth  
E x p e n d itu re s  for E lderly . R eg a rd in g  d isea se  p rev a len ce , c an ce r a n d  c a rd io v a sc u la r  d isea se s  a re  
p o s itiv e ly  c o rre la te d  w ith  T o ta l H e a lth  E x p e n d itu re s  for E lderly . T h e se  d is e a se s  re s u lte d  in  a n  
in c re a se  in  T o ta l H e a lth  E x p e n d itu re s  for E lderly, w h e re a s  a n  in c re a se  in  ce leb ro v ascu la r  
d ise a se  h a d  a  n eg a tiv e  co rre la tio n . R e g a rd in g  in d ic a to rs  o f  th e  econom y, th e  r a te  o f  public  
a s s is ta n c e  is  p o s itiv e ly  c o r r e la te d  w ith  T o ta l H e a l th  E x p e n d itu re s  fo r E ld erly .
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T h e  p e rc e n ta g e  o f  fem ales  w ho a re  g a in fu lly  em ployed  o u ts id e  th e  hom e re s u lts  in  a  
n e g a tiv e  c o rre la tio n  w ith  th e  T o ta l H e a l th  E x p e n d itu re s  for E lderly, b ecau se  i t  is  a ssu m e d  th a t  
w o m en  w ho w o rk  a re  le ss  ab le  to  be a v a ila b le  to  p ro v id e  hom e h e a lth  care . T h ere fo re , w h en  th e  
e ld e r ly  n e e d  lo n g -te rm  c a re  se rv ices, fam ily  w h e re  w o m en  w o rk s te n d  to  u tilize  fac ility  serv ices, 
e v e n  th o u g h  th e y  a re  a ffo rd  to  u tiliz e  h o m e  c a re  se rv ices. A n o th e r re a so n  for th is  re la tio n sh ip  is 
th e  p e rc e n ta g e  o f w o rk in g  w o m en  a re  re la tiv e ly  h ig h e r  in  u rb a n  a re a s , i e .  th e  re la tio n sh ip  is a  
sp u r io u s  c o rre la tio n  o f th e  u rb a n iz a t io n  a n d  T b ta l H e a lth  E x p e n d itu re s  for E lderly . H om e 
o w n e rsh ip  a n d  a v a ila b le  floor sp ace  a re  tw o  in d ic a to rs  re la te d  to  th e  d e te rm in a n ts  o f T b tal 
H e a l th  E x p e n d itu re s  fo r  E ld erly .

E v e n  th o u g h  th e re  a re  en o u g h  fa m ily  m em b ers  to  ta k e  ca re  o f  a n  e ld e rly  fam ily  
m e m b e r  a n d  e v en  i f  th e re  is en o u g h  m o n ey  to  do th e  sam e, i f  th e  floor a re a  o f  a  h o u se  is sm all, 
th e y  w o u ld  n o t be ab le  to  c o n tin u e  h o m e  c a re  serv ices. T h e  c o rre la tio n  b e tw een  th e  hom e 
o w n e rsh ip  a n d  T o ta l H e a lth  E x p e n d itu re s  fo r E ld e r ly  is negative . H ow ever, th e  co rre la tio n  
b e tw e e n  th e  a v e ra g e  f lo o r sp a c e  a n d  T o ta l  H e a l th  E x p e n d itu re s  fo r E ld e r ly  is  p o sitiv e .

F u k a w a  T , is  a  m e m b e r o f  th e  T iik is a  K e n k y u k a i w h ich  is s tu d y  g roup  for re se a rch in g  
th e  re g io n a l d ifference  o f  h e a l th  e x p e n d itu re . H e e x a m in e d  th e  reg io n a l d ifferences o f h e a l th  
e x p e n d itu re  a m o n g s t p re fe c tu re s  u s in g  th e  c la im s  t h a t  co n ta in s  th e  d a ta  ab o u t th e  n am e  o f 
il ln e s s  a n d  m ed ica l t r e a tm e n t  (T iik isa  K e n k y u k a i, 2001). H e c la ss ified  th e  w hole c o u n try  in to  8 
reg io n s , a n d  a n a ly z e d  th e  d ise a se  p re v a le n c e  a m o n g  reg ions, a n d  a lso  a n a ly z e d  th e  d ifference o f 
h e a l th  e x p e n d itu re  a m o n g  d ise a se  g roups. H is  fin d in g s  w ere  th a t  th e  d ifference  o f th e  d isease  
p re v a le n c e  a m o n g s t r e g io n s  d id  n o t  in f lu e n c e  th e  d iffe re n ce  o f h e a lth  e x p e n d itu re  significantly .
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