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FOREWORD

The aim of the Health Care Systems Modeling Task is to
build a family of models for national health care systems and
to apply them, in collaboration with national research centers,
as an aid to health service planners. This approach envisages
a number of linked submodels dealing with population, disease
prevalence, resource needs, resource supply, resource allocation, and external systems. Different submodels and combinations of submodels will be appropriate for applications in different health services.
In this paper, Dr. Frans Rutten of the Ministry of Public Health
and Hygiene in the Netherlands, argues that in both centrally
planned and market oriented economies, national and regional
level decision makers must take into account the reactions of
physicians to their policies. The further development of a
theory that describes the behaviour of physicians is put forward as a direction for future research at IIASA.
Recent publications in the IIASA Health Care Task are
listed at the end of this paper.
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ABSTRACT

The purpose of this paper is to indicate a possible
direction of future activities at IIASA with respect to modeling
the economic mechanisms in health care provision. In Section 1,
it is argued that both in centrally planned economies and in
market oriented economies, the decision makers at the national
and regional level are faced with uncertainty about the reactions
to their policies at the level of treatment of the patients.
Therefore, modeling behaviour at this decision level is most
useful. The main decision maker at this level is the physician.
In Section 2, a brief survey of research activities concerned
with modeling physician behaviour is presented, and Sections 3
and 4 focus on possible research activities at IIASA.
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1 . A GENERAL DESCRIPTION OF A HEALTH CARE SYSTEM

Each health care system can be described as consisting of
four markets (see for instance Reinhardt 1975):

-

-

the
the
the
the

market
market
market
market

for
for
for
for

health care
health manpower
non-labour inputs
health manpower training.

Of course, here, the term "market" is extended to the case in
which investments other than money (time, energy) have to be
made, to acquire the goods traded in the market. These markets
take many different forms in different countries, but they share
basic similarities*. In this paper, we will restrict ourselves
to the first market,that of health care, and we will briefly
consider the different alternatives of this market for health
care.
Looking at the research activities in the last decade, one
can say that, of the four markets mentioned above, the market
A complete model of a health care system should preferably incorporate all four markets.

for health care has received by far the largest attention from
the health economists. Arrow (1963) points out the uncertainty
which characterizes the link between the consumer and the
product "health care". The consumer doesnot know at what moment
he actually needs care or what product is needed to restore his
good health. Also, because the incidence of illness in the life
of an individual can have a large impact on the individual's
welfare, due to inability to work or to the large costs involved,
there has been a government intervention in all health care
systems. We choose to distinguish health care systems by considering the extension and the type of government intervention,
although we realize that other criteria, i.e. the way physicians
are paid, might also be quite useful.
The rough distinction we would propose is the following:

-

a centrally planned health care system (Eastern
European countries, Great Britain),
a public insurance based health care system (most Western
European countries, and Canada),
a market oriented health care system (United States,
Australia, etc.).

As we will point out in this section, the lines between these
three categories cannot be drawn sharply and the problems
faced in the different systems are rather similar. These general
problems concern the efficient allocation of resources given
the bureaucratic and other internal mechanisms in the system, the
imbalance between the growth of professional services on the one
hand and self care and care by volunteers on the other hand, and
the impossibility of reaching the final goal of health care provision, as suggested by the F7HO in its ambitious definition of the
state of hsalth.
When medical technology progresses, there seems to be no
end to investments in health care. In case budgetary limits are
set, which seems to be happening in many countries at the moment,
difficult decisions have to be made with respect to the reallocation of resources to different health care facilities and, thus,
to different groups of individuals. When considering a centrally
planned health care system, one must also be aware that not only

the government sets the priorities in health care, but also numerous bodies representing the different actors in the system
often have to be consulted and, therefore, influence central
decision making. Added to this, the central decisions might have
a global character and might have to be detailed at a regional
level. The obvious advantage of this system is the natural way
of controlling health care expenditures through using a central
budget. But the goals set by programs at the central or regional
levels might be frustrated by decision making at the level of the
treatment of the patients and the administration of health care
institutions (the behaviour of physicians and hospital administrators).
In a public insurance based, health care system problems,of
controlling health care costs might be even more pressing. Also
here, bureaucratic tendencies at the local level miqht obstruct
the efficient allocation of resources.

This efficient alloca-

tion might be further.hamperedby profit/income maximizing
..

.

.

behaviour of physicians and hospitals, depending on remuneration
and financing systems. But now, ways of controlling the health
care costs are often lacking, while at the same time, the public
insurance system guarantees the reimbursement of costs. For
instance, the sector of outpatient care provision in the Netherlands and that of inpatient care provision in West Germany, can
be characterized by a serious lack of means to control costs,
although, both systems are largely publicly financed. This is
certainly connected with the fact that both countries spend a
high fraction of GNP on health care provision.
Finally, in a market oriented system, the role of the consumer will be worthwhile considering because in such a system,
choices must be made as to which insurance plan to buy and
what health services to acquire at given prices. Numerous
studies in the United States have concentrated on these issues,
but they have somehow neglected the interaction between patient
and consulting physician and the special role of the physician
in making the decision about the treatment. One cannot say that
fully informed and sovereign consumers determine their own requirements and choose to buy surgery as they might buy a new car.

