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force.

.llont h;;:~alth é'lKl m';;dieal ser'lices are p9rBonal Berv.~ces.
!:I -~--------- - ~ .___ ;1 .-~~-~- --- - f ~-

h,,:.S inportant lmplicat:Ions foY' an econonr.i thén~ groHs largel~r
l'

1u proo.uct:i.vit:;r rather thun through expansion of the la,bour

This fact
through gains ,

Thusp

hJspit.uls. ,-¡hich compete uith other in,1ustrie:3 for some'!elnnses of employees;

h:.we llot be-en abln to offset. the sama proport.ton of sal~ry S.ncrease's with

product5.vity gai:n~;. As a result" the COGts fmd prices!1 nf hospit.al cara

1'18e f'<~st.er tr:an tIlo cost ant: pricles oi' reost other- goods amI services.

~:he list oí' distinctive economía cl:!aracteristics 01' h6~tlth and medical

servitH:lS can b~ surnmarized as foJ.lO\'1~H

80met,:tmss cormtnlntnable natura of

towards hea.lth and medical care;

the trregular!, uncnrtaln and
'¡

nlr~e$s; spe'Jil:'l.l attitucles of the public
'1

~ ; 1

cQt'tcdn unus'J.a.l charac'1t.eriátics of .the
:! -

:L.1P1.lt,¡ an:l.outputsjandp finally ~ unusual for:ns of orgarization in the

p:'cvinion of such serv:i.ces.

F'aet.o:"::,; influE::ncin .•~ Dsna.nd
_ .._- •••-_ •.~----_ .•••;¡;-----

j):i.ffel'ent pr:tccsrta.y be chal"ged 011a slidlng

1

'scal~!
I

SiLOS a medical

s,~rvi,~e 15 not trnnsferable bet\vcen persons. Separati~ns between eoílsumel~

1"Hrke'~sw1th diff,n"ent prlae elast:leit:! es of der:li:lnd can thel"efore be

12>3. inta ined • It :ts lH~€'ly- that a genEl:c-al dem3.nd 1s inelast:lc w"th regard

to p!'l<:G cbar'{,;ss becauoe most vis:its to physl-;;ians and bospitals are for

r~ra:t.l.¡e serv1ceB. Greenfield
1

incIudes 't'lithin the s;~pe oí' healtheconomics

I t:le pcpulation problem; the quantity.and qual1t.;'y' of re~rJllrN~S allocate,d to

t',16 hea1.th arca; the' nedical cara :i.ndust.ry's efficiendy,; los ses dueto
'i "\ :nln,a~s. d1sabili't;y and prematurH death; possiblG econom1cs of seaIe ,~lot\"er

( c,st .,,""datcd "i.th lncressed volume of serviccs), ark rclotionships

beblee-n the ol'ganizaticn and financirl(; oí the industl";Y' '~lld ita functio,n.

G~e~n:':'ield t.a:;; sU3,gested tbat heaHh élnd med1cal care expend:i.tures should

l".'.ca Vi,('wed as ne1;ther j t"Nestment norccElsmnption out él.srepE~ir and 1TlG'.in-

ten91He of the human n~whine.

I '1
'Kl8.l:'man i'ind3 ths,t the qUB,ntity ,.()f phy'sician ~)el"V:Lces;U1.dhOElpital

ij r

sel'Tv1:és i3 not v~ry r'esponsive to P1:': (le Jb.anges.

L -
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sut.lEliY'S separatel~" and increased

l'1CnS\,.mpt.ion by others.

rath0I'jl he,alth servlces .:;an pe en,loyad b;-{eon-
';

consymptioX'l by som,~ doés imply red.uced

serimw conii tions e

:¡

""
1JJith :¡:o~gaI'dto tb.e availabil:f:ty (if health service'b.t JE~rome Rothenberg3

:1

c,.ta'lves tha:t in ench a,l"ea suffi,:;le,nt ar;d acceasible resc,urCElS must be
11

allo,~ated to heaJ:th and medical E:erviees to permit at .[.€last caring for al1
1

He definss sud:. conditions as che.l'ac1;el~ized by an

1I
li

~:'h.eCase fol' .PubUc Inter'ven.i~ton :in Prov:ts:lon an.d Il'i.nanc:í.ng of Health and
_SB!UÜdi(:!'J...lle~~_ .. _. _~ ~__ .__ -~.------------

I

'1r 'l'r;,ecase for- pub1ic health services and ned.ical resea1"cJh to be supp1:l.ed
j!

by government rests essent.iall~r on th:ree groundsg (13.)1
1
the special

(:ha_l~aetGristiC:s of so-calJ.ed collecth,le (or public) go: ds; (b) 01.ite1nal

1 elaticnships in consump-i;ion; and. (e) declining UJ15.t cost of prccluction.

CoHeütive go,;)d:, (01" pubIlc Ol~ social) are the ones which do not diminish

foX' (/tbm:-s by thEcon::>U ..ifiptiol1 of an ",ird:i.vidtJ~l'L ~rhe eSf.ier..ttal (ll1aracteri.stic
'1
I1

:~s tt.•at. i;.here be no W3;! oí' e;wluding' lndivldttals fr'om ~lljo:y5.ng the goods

< far instance; a fluoridated l\'ater supply). In m(Kl1cal re.search ne~l ideas
I

r~ay be uBed over and over v'Jithout beir,g consumad. Under strictly private
I1

ausplces, basie medical resea1"'l::h lAyouló be under-financed. The:r-eis in
. '._' ;1

general a ppefen'nce fOX''I:>luntary oWLership OVElr p!'of~t organizat:lons.
2' .

j.!o¥le,,-~7.', D.S. LeE:S \ln...•iten in 111s book.• "H3a:'.tb th:ough Choice" .• that most

haali,h an:! medicE 1 services 111?;;:not pl1blic goods, in t.he s~'nse of being

Gonslu!i.s.d equa.lly by a11;

n.lmo~r~perfectl:y' :1neb.stic dem,mó- for medioal care$ Or' by j.mportarrt

ne:tghbou:rhood (e~~teX'mü) effect.s. 0I" hy both.

4P5.gon poini;s out thllt negl€;ct 01' the interest of" futU1r'Q generatlons

by not supply:lns tha necessar;r serv~.cP.S rJaY be one oí' ,tila nost serlcus

di3bHt'nonies :ln. t, marget eccnom:r. J.C'.arm-anpoí.nts out~ thai; the consumar g s
'1

ne(~d 1"01" guidancf! 15 money sp,mt for nedical cara. :i\h SU[JIIll'n:y,. the
il

~cf)nom:l_cbas1.s fol:' publ:tc :i.nte)('v(lntic.n in pu':>lic. healt~1 ser'''¡ices le stated

",),3 follo'.;s by Kl2.1"mang the n~ture oí' colleo.ave goods~ thH presence of

,:lxtm'rml benefi.t:H the declins oí' un!"!; costs wit,h 1.ncr.easeH in output;-md. noniB-ty's pl"ofer(mce fol" non ..prof:Lt fqr-íl'I} of orgari5.za.t~Lon within the
- '1

,;

'--

11

\

H:tth ra~~r:trdto ~nal bea.J.th snIovices. the reasons for interventf.on
1I

n"'e gl'¡en as foD.ol1s by Klarmans to "ssure t.he pI:'esen;C{~ oí:' some healt-h

~}e)('smmeland f'ao:Ult1.es 'in thc~ locaI.:lty; t.:> e.ssist ~lhE~ s:lck POOl"'. including
~ <... ---r-----. _
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tila meéieal 1_ndlg(;ntr oto prot~lct certa1n gr(;upó •.:ho az;e government .wards

by tradi1;i.on. t.o offcet the \'lo!'king cf consuners I choica.!! \'rhich :i.s not----------=-------------
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,

I Pt'r'\fad~.n,g both sets of argumentf 15 tlle pOl.:isible 11~Terg(~ncl:tin time

preferE:nne between lnd:t vidua lu and soc iety I reflec"i;ing ¡¡adH'ference
!¡

hetvleer, 1;he1r att.:J:tudes toward tha na€.Q and Hucceeding ilgen€.j~atlons.

K:.al~man -est:lmatea I:.hat on a,n averag€' -ChE: phys:iclan allots onn .•eighth

In 1957.
of his time to free carS!. - 11; 1s estimated that a governrnent' s ahare of

1;

';otal health and medical care e:lpenditure 15 about 25 per C:Hnt.

';h6 Un:i.t,~dSt:tte~; Social Secur.ity AdministrationJ! i3. CC~POnE)nt ef the
'. :1

ef Health~ Educatioll and \velfá.r'e .• began to publ1sh

00 th8 total, health and m~d:1.clJ. Cé,!:'e exptmditures, il' , .
)y ob.1ect .• such as phys:i.c:i.ans, del1tists and hospita.ls .•il f~r prIva te pa,~rment

¡•.mi by p::-ograr.'.•1\cs- for example. vete¡oalls .• publlc assist~n:}e and school,

1Jn.ited St.a'Gas Department
r::

1lePl'"ian ' ,,,,':J annua 1 sertas

'"lealth for public payment.

Ddprociat:l.en encap:l.tal 15 onecf the elements oi' groBs naM.onal
!

)roduc-:. (GNP) , When tealth .~nd medical car,~ a¡~e t'elated t<> the GNP,they

sheuld include an allO\ifance f.:n' depr,.eniatien. Whenrelated to the Ílet

n :r~:tonal prod.uct (NNf).. they should. ,:ril)t 1ncLlde df.lp;('eclati,o}".. In view oí:: ' ;v t :1

the: in<~I'easlr.'.¡~w;.111ngu~ss of insur4nae pÚ~.n3 and goverxm:ent. agencies to
'1', !!

~y f.o"-.• deprecia~ien,Especial1y if,lthe pay!ü~nt 15 set'l asidS! for capi~al
i!

purpos;1s" it ls l'easonE,ble to suppose that b:>re hosp1tals az'e G.n-ce:r1ng

larger deprec1,atloncl1arges en theii'. books a:id that th~ am';)l.mt of

depre':}1.ation eubcd1ed .i.n report;ed hospital elCpend~.ture:s 15 rising.

".1

SUEp1.l c~_ Pel:~nc l

The supply schedulfl lista tho alterna,tille pr:!ces I~t vfhich vario,lls
i '

;~uant:ttjes 0.1' £l geed 01' service \'1111 be eff(3red ato a ~:tven timE~ (f.e.over

~ 3.1"1ir~~.I-'l!l])' !t ls (~"d.dentf:r.em 'Klarmanq s dl~SC:l:'iPt~en tba,t l.t is almost
i

impossible t;o get a f:I.g',G:oe fer the nur,1ber 01: heur~: tfe~kE~d l:y a ph.ysiclan.

'l"nis :J.n one ()f the grea t preblema in plannil1g in t.ha market eccmomy countriHs.

In the ;::o\-iet Union, e;wet f1.gures for Horking he1.l!'s of the dlfferent health

persorinE:l are aval1ablH and a,re adhared too

Supply of labour ':;0 a pa,rt:f.cular modica 1 ,spedalty iu mo1'(! elastlc

tban to tho p'r~)fe5Sion as a ..,hole for there is groater rnol:;1.lit~r ldthln

medicine trJ8l:l between ¡¡¡~~diclnH
, '

and pther pr,::>fess~.()ns. ¡I M1t;.::ms:tvEl
"; i¡

oí' medical üE'rv:i.cen. I1The7:'E! 15 l€lsS
il
!I
¡¡

--Jl ~----------j,
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spaci,alizat:ton amongst dentist:s. \'J1111e-chere are com:¡1de:rable and

:lmpoX"t.a.nt dtfferences amongst nursesthis 1s not 50 much in. the field of

~3peciCtl1:¿~atiorlas in t.he level of a.dminif3tl:,ative !'3spons1bility. The

averagE! dm"'at:f.on :l.n the United States of gr.'acluate mediJal education
I

(internship plus lnesiden.cy) \'las in 1956.• 3.5 years. ~lal"'¡Ylanpolnts out
¡!

'~hé.t t.he ensuing income postponement 16 an inportant ítem.
:i

Today's
:30phlstieated analysi.s of prof(~ssional lncoro£! ls large1y d'c'rived from6 "
th~)\'wr1" of Friedman ano Kuznets. ¡ They stétte that 'tlf€ a"lreragl;;l annual

;j

:i.ncOlFeof physic tans exceeds tha t oí' dent istn by 32 per cent e HOl'iOVer,
I

\;hen allowance is ¡nade fo!' the higher eost of physlcians 1 tI:'aining this

perr..~mrLage 15 rcduced to about 17 per cent. Fr1edman:e.nd Kuznets conclude
,1

that toha pez'si.stent income differential between th~ b¡o profess1ons can
'1

on1:[ be t~xplain(~d if there are barriers to entry i::lto rhedlclnejt either
I!
!I

lim:l.tations on the cap-3.city oi: ed.ucational facilities cJ.r irnpedimel1ts to
[1

the f;rmrt.1!l<$ of licenúes by sta.tes.!> OY' both. They calcu16~te that there
il

~5hou:J.dh:l roughl~y three times as many physlc:i.an.s as deAt.1stl3 in o¡rder to, .
I

ellmf.n.ate the exc,assive income differen'cial betw'ee:n the tW(1 professions.

lH~ 'i::.heUrna of the1.r study the ra,t5.~ oí' phys:lclans to Q.enttsts was' 2 to 1.

n.equlrt~:ments foA'

The classic att~mpt of estimat~r~ th~ need for pnys1c1ans i8,
1

cm thé Cmrt of r,1edteal
'1 '

lit, • '", . . •.. (19"X~~)curren" HhOrmaT.~on. \ / .•
1I

on t.he expeCtancy (:i.riC1dence or pre"ira'lE1noe) oí diseases and inju:ples~,I! .

". :1

estir;la';~e th.á numbel' oi' physiclan ho~rsrequl:?~d te pre'lent:, diagllose., and
,}Ii

treat nach majar disease and injury ,qateg()};;y ~ccordingi! to the prevail:1.ng

COn3f:m3U:S of le~ding members of the,health p:('bf'ess:J.ons~

centained :'mamonogi"aph written fota Commj..ttee
• 7

(Cal"e. !:ee anO. Jon,es jt dl"'awing 011 t:he best ¿;;hen

physic lan h01l1"'S t'Tere converted lnto :i:'~qv.irem~ntsfor pl~rsióla.n:s o.nthe.

basiEl ';:'hnt the average pl1yslcian devot.a::.2,OJO hours al yeai:' to caringfor
c.,. ,'. . •.. ..,;. .. --1

paticmts. It was fbui1d that a. pOi~ülati,jnof !lOObo<'O would require 135

~
.' f th i" di .'d '.1 . f .•..i t. IIphysi.c.!.ans oi" '. e ,n Vl. ua,_ cara p. pSv en s. I!

Ii

Klarn'l&_il ls :r.athér critical of tbís mcn03raph and stat(:lS that thls
"

<lpp?;'oach \'lCH.tld be applicable 1£ \'10 liad the technical krwwll?dge for
't i!

il

t1'anslxting figures on the expect.and~r of d.1s!3,€tses and lnJ1..1:ries iuto
1" ' :

r.,nquir.an:ents fol'"' ser.v:lces; 1£. He co"uld agree on the numbe:r of services,

Ol' even hours of serv'lct3$ rendered j~ar ph;¡'s:i.cianper year; !!,"we accepted

h!~alth as an absolute goal of society and pbysiciana I services as a fixed.
I

factor' ln promoting t,hts goal~ ~and, _i~ \'re, 1'lere .Willi~1 :'".lDf! ablE~as

indivl:h;als~ commul.1i't.les 01' a.8 Cl. ne.:cic.m[, f,O unaerwrite¡ .fi.n'.iDCially uniform

_._' _ _ ~!....,...fJ
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popullltion rat.io by applying any specific ste,ndard~;.

expenditurc .•necessa;ry or deslred.
1,

be sald ~o obtaln today.
ji

phys1cian-to .•.
. ,1

¡

,Attempts he.ve been

provisos can
,1,
,¡accept the use ofK]al~nan i8 very hesitant tb

Klarmar: feels that none of these

stand.ardB of adec;ua te (ci" m~nir;¡um) rned:lcal sei"'V:J.ces th~oughout the country,

"'Irithout. l'egard te otht:H' obJect.s of

,¡

nade ir: i~he United States using al1 50 statel:•.• the top12 statesr 120

tra.ding ar J:ts, etc. Klarm~n rightly poiZlts out that unless the area
nelected as s"tanóard ls r.epresentati'10 it carmot b(~used as valid criterion.

8
Tbe Nat:i.on::¡J f"'15lnpl)\Jter Council in 1953 e.Th1.1ys!~dtt1e qu,antitative

1

~stim~ten of physiclan requirenents calculat~d by public health authorit1es
,1

Emd found them '¡I¡ant1.ng. It listed and discussed i~he ~Iactcrs, pointing

t.owal"ds the :i.ncrea.sing demand for phys:t.cians f serv:lces iand conclucled that

npeoifíc shortages wer--eevid(~nt :ln cel"'tain speclal!;ies ilsUCh a.s psych:1.atry ~

publi.c l'walth anO. pe.thology. j)/',j()reover.• the Counc!J. cdncluded that

l:egardJeBs oí' act.uaria1 oalculations" phys:tc::.ans o :tncomes \'t"ere obv:tously

h:I.gh er.ou,gh to enable them to (~xercise sorne

time ar:.dplace ofpracticel' giving the less

POOI' cf;anc{-~ oE gEltting mecUcal manpower.
,

cUscretion Ilin choosing the
11¿~dvant!1geous 1:'\;,1"a1 areas a
,1

~1

ji

KlaT'I'l"J'.tn d1scusses tha dif:f.erent' solu.tlons to the ~npO\>ler situat:l.on .•
I "

!'.rl1ongst i~hese t.he pos::lble lnm:,ea.se in the mUilber of medical sck1CJolsjJ
:j. ." :1

veX'GL'.S the more €lffecti1fe use of the ex1stln!; mEldi\~al schoc11s.

SJnce ther-e 1.s no simple ,,,~y to rneasure the volume of other t;rpes of

(}qulpél1€:n;~ In a hospital, the bed ls treat.ed :~.n a manne~ ans.:togous to a

dlv:l..sicn sEca in the militar:l p st.a.nding fo!' both a pa1t oí' the nursing

unit aceommodating patie,nts 8.nd ra proportlonute share oí' a11 th~ other

faciliti(~s. 'Fox' an unj.e1.~5talldingofthe sup¡;>ljro:t' hoJpite.l services~
"{J . t d b tb 1 i 1; 'h ,1 d 1 1 fJ .•. :l.I'iíl-:U. ::,ecommenclSa s' u y 0.1. e genera SE:]' eson S,Jape £:.n 'sve o

11

aupply curves in ecol1omi.cs". He also dis~um.: es the qt\estJ.on o:f "aconomics

of sca}e;¡. Il.t '~;uffi':lie,ntly slnall output .• ef:fici(~ncy irtcX'€¡ases with sizer.

\

CW1ng., c.hlef,l~¡ to.' thc sp'~cializati(mof laboU!' and ¡:;:qUl~rr.ent. At suf-

~"'1ci~ntl;{ lJ.r,ger Qutputss efficiency decline" with siz€! beoause of

.:in::ll~€'a~'ln.g ,:;omplmd ty of ma.nag,sment.

Féul }i':aldst.ú5.n9 in bis 11Empirical Investigat10n o~ tho Marg1l1al Cost of
. " ~Hosp:1.tel Serv:1.ceB points out that since h,o:Sj)itals are ,;lc,otIas a whole,

,1

'1
.1



in.dustr;}f 15 not orga,l1ized on /:tuefficieni~ basia.

aclr:ünistI'B.tSon 15 the determinatiol:l of th.? size

l~h:1.Ch averagc'! total costa are a:t ;'l:i millimU'.i1.
:1.,

¡¡

I1

$ub,ject to tlw prof:it motive~ there i5 th3 possibil¥.ty .that -che hospital
;1

):t ls neces5ary to
,1

inv~stigate wnether hospital cara i5 ~ovlded ut miniml~ cost and if not~
1

I
~1hat changes can be made t.o al10cate hospital re sourc e s: in 8. more

lefficient way. The main questions are: 1) l¡fua.t nulhber of hospltals

cnn best serve an al"'ea? 2) \i1oulcl ch&nging the prict oí' hospital

services accor-ding te peak and off:'-pea.lt p~riods redtme the v's.riatlons
,1

in occup'anc"" }:,ates ar..d thus T'educe costs? :5) \~'hat bost informe.tion 15
v il

!l
nec!~ssary for adr:'lini~trators to operate the:tr hospí tale as efficiently

!'
as poss! 1le'? en.e oi: the most :importe,nt problems in'l hospital

i!
oí hospital for

il:,

Klarm,m disüusses the d:tfferent t.ypos oi' hosp5.i£üs; proprietary
I

hcspitalss vol~~t&~. hospitals and gcvern~ent hospitals. He feels.
a~, 1í'eldstein:- tl1at voluntal";1f hospltals e.ra often no', forced to ensure

effician.c;v'. IUarmsr.t points ou~c that the superior ql~nllty oi' care
!I

aSí3oc:i.ated w;.t.r E:P"!:~_'pract;~ 15 usually related tt the

advantagss oí' a1'1 or'gamze<1 fe rm oi" pl'act.1~e wh:l.ch inclu.d.es the
il

saluta~y ef'fects oí' ¡;ear discipline" lnfC\rmal consultat,:ton ~r1thif1
,\

the s ta:ff g s;YBteu:-atic record -keep:ing and cont,inui ty i: oí t~a.re.
:1

lnm'ril~n stat.es that HUttle fOPlllal e;¡1de!.!:~eexists Too substant1ate
"
:¡

ti . '1

thif.l claim i.n terros nf' !:1a~,outcomeg thsd:. 113 to sa:f, the eff'cct Oll
" ,ii

pe.tte:o:ts' health and survival fl. it h~.s h;:¡en found ~hat the turnover
,i

fE; of'ten h:tg-,h :1n grenp practiceb Xn the '1nit.ed Sta~es.9 ~r 1959 group

praütice embraced only 12pOOO phy~dcianst thf:l:t 5.3 to sa,~r6 per cant,

of all physicians :t.nprivate Pl'lwtice.

Re)!~~Jon~..E..Jl~~~weent.he~~!~.Lc:t8l1~~ th,;!1!t).~~ ¡I

'fhe pre.etising pb;rsician depend:s on '~he hosp! t11 for two types oí

opportunity. In the :flrst pJ.ac(~.. i t ma.kes him aTole,¡Ito eontinue his
,1

pc>st-3I'aduat"" educa.tion for the rest oí' h:ls ,~aI'aer" :1Senondly ~ he
,1

:l.s,J 1::1nJ9.i1Y (!ó".BeSf)' earning a consi.derable part oí l'lis H-lTing thereQ

)Cn 1968.:r in t.1::.eUnlted. Sta:(',es,ry I}O per cerxc of physi~iann' il1come

fron patlent:s and insuJ."ance we,ueárned in hOf3P1tah,J!'



"'---'p~--------------------:::;~~~~~--'"~ .""a;:&J&Z;;::¡~~;'?"¡;P '"'\

~

'7,. I

at

1t 18

,1 .

Since the 19601s, tharc has been a widespread mcvew~n~
11

e:<-:tel'nal p:L&lIling anO. ce-o~(dlnat.10n 1.n. the has}>! tal f5.elq.i:
the pubHc that planning

11cost of hosp:ttal cara $ or
ger'era.l1~' ,mpected hy experto, o:fficia.ls and

amI eo-oX'd:tnation wll1 be able te reduce the
(1.:~¡;..st to cUl'ta51 i ts r'1se in the fu.tu.ra. r'l; iB thought that eontr'ol

I over costo Nill be ¡;tccomplished b;¡r: a) limiting the numbe:' 01' beds;

b) avoid:i.n[~ lor l:í.mj.ting) c'uplica.tion oí' exptClIlHive facilitie~¡ t.hat

aro rara} y usad or requ1reó. fol' operation by a highl;r tri1neót staff:>
!

" ,
1'0:"' 5.nstc.nrJe,¡¡ cob-alt rad.iation 'i:;herapy and heapt sur<?;ery~ c) using

as

tl'1t1 eOS"'~fJ..y

t'3U~JSi~itute

h()spi tal bed 'co maxirnum séV.~'lt,age b¡r er;tablisl~ng cheapeY."
:: ji

fa~:i.l:f:ties 8.n.d Elervices in adequa.te n.ur;¡'berso'

Th.e 90on,::>mi e o.'9.ses 01' '¡;he dri ve too control and l:tml t thE: number oi'

he <:;p:l.ta.l hed.s are: 1) t,he low p'l'oport.ion o.f margtI".a.l to ,1 a.vsl'a.ge patient

da;;7cost 1::1the short n1!l,¡¡ t'ih:i.(~hm,lkes a vaea:o.<; bed cos'tt:r; 2) the

po~s:nle effec"t 01' -Che suppl;y: of becls en hosp:i:ta.l usa, v-¡llichl, i1'

cO:~.lf:trrned~would indieate t,hlit at,t0lT(pt5l to fUl gaps

td.1 come to nt)ugt{¡;,and ca:n onl;{ result in inc~)sstmt

in n.ospf:tal ca,-re
il

incr€laso in total
'!

3) Hlm;(')m fluc-Guat.i.ons in adrn:1.ssions to Hhort~,

'(;e::'I':'hospitals i'ih:l(;h reTAe!' cost.ly the segr0gé,::'~ion of ~t catl3go!'Y' e f
,1

PU':-,:).{mt,sand the spílc:taH.:;;B:Gion of fac:ni t.ie-s ()f sms.U s:b.:eo

I 'c'V H:lt.hregard to -Che trc.blem .oí' avoidlng va.,Jant, bads" :;m031; formula.s

'r fo'~ estinating hospital be¿ r'1quirement.s refl0,~t .the beHef tl:w.t ti

s1.np10 !1lIid one-tiay relat.ionshipex.1stsi hetween hoapi t:~J.tise nn.d a
, ~
, 1

p0 ::ulat.in:c1 nSí;!de i;,J:1th $.dntissions or pe-,t1.ent O':iyS servir.g as t.he

deoendent 'varia.ble!, early formulas comm{>nly u~;{~dsiz-e 01: population and

tbo d.eat.h :r-atc as tho ir.ie~JendentvariaJJle. In recen-r, yeéI-I's ,~onsi(~eration

ha,J bee:n g1.ven te ::!.no-lud.in,?~ addi-tional demogr'$.»hic a:nd s~l(lio..economic

Va.:"iHbl"w in calc1.l:;.ating~ El. };:top"'ü.la'Clcmf s load t'equiI'ement:,d sunh 8.S
I~

ll'w.'.'li;al~;t:~tus.• he-~lth ins':J:"8nce¡J educa:tional level ~.ncl ~EtC6" The
'\ Ii

de:~.i.rnit,ai'.io¡~o{ bl,:.undarJ'!'.ls :fOl~ plann5.!1E: ar-eas :.:'or hC$Pi.¡~th smr-vlces 1s
,1

n :'}fl.l't.icnl:'U'ly d:i.ff:lcult. st~~p tn tha p1.ann1ng ;;>roeess o Jlnother

di 'f:"~cvJ..iy :in plann5.ng pert,lÚns 'co t.he choice bet.ween ne~d ano del1'Jmd

e.s: n 'ba.s:.s :rOl' r.9cúmmena.ing: in f&vour of aY' agalur:>t th.e JroVJ.Sion c,f
. ~

:1.3gelle:~allY' &ec(;:pteél. by plarmers to<lay that.' tlie sUP1,ly oi'
[1

.lnfluer..ce use. Peak patlent. 10a15 s~ld()mOCCUI'
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I

:1

s1.ffiul tnneously in every hospi ta.l • Ac:ecrc1ingly !J ftrwer i:;eds ara r(~qu:tl"ed

to furnish a glven 1e\1'61.of pcootect:ton if hoapit.als cot0P<'?ra.te than 1í'

1 '~hey act independently. J~ is considered that the optimum size for a
\ genera:. hospital isabout 700 beds.

I1

In examining hospi1~al pla.l1ning.r one la struek by j:,he a.r..seneeoí a

d:i.r;;ti.nntion oet'i'!een plm:rr.dng as the :exe!'cise oí' detallad eontrols and
" - 1I

l.úa."U1:tng as the d.asign and developme'r.tt of' ti, ::[r81l'1e\\lork w:i.th:L::"t whi.oh

• - ,-'l" • .' 1 i t t '. ht. t 1 ~ d nn..soc~a.L a:&.L J.l1U:¡:.Y:i.üua .n .eres s are. cn'ougJ. . :Ln.o e ose+, ac(}(~r o • .uE'!

fi1"st :ts reta:!.l l"egt.llgtion of whichma.'1Y eco::lomists taha t.o be sceptica10

The seeol'.d i~ a1;;:to to the ern1"llo~;ment OL broa'1 fiscal ano. me>D.eta.ry~ ~ I

'ueasur'es and incentives to promote speclfied pOlicy cbhectiveso

Klarman explains the Sl.ppl:tcat:ion of t}y~ «mc..,~cacal Llre 01"1ce

index!!. l1'he price inde,r is a retiasure of the crumge inl pr!e: betlifsen
I10 .

two yeaI's foZ' e. g:h-en bas:~et of g()cds" D1cldnson in' his IfYne Cost

:1nd Q.unnti,!;y oí' Í"ledicRl Care in the Un5_ted S'1:.ates': (1948)~ :tUlS
.;

(~alCT..Llrttsdprod'( ctivit:'t.. b::r the follm'j:tl"la nlet~,:¡od: eac:..l-:i' ves!' he
- - <:> 11"

,U-"iéh:lít conS"t'mer ex:penc.1tur'es :fol' pllysieians {as estirnated by the
; '!I

Ha.don,;l ¡nccm~~Divls:i.cn oí' tha Un:1:t€~d Stat.e,s DepB.l"'.tmeht (;¡,:~ Cornmerce)
"l'

ay tbe physicia."fl price COíí1ponent ol.'t.hc Cor.•.•"'r'li1lel'" Frica!1 :llna.ex" H~

th(~n d1v:!cied the quotieut by the nuuber of pbys'.cis.ns 'in in:6.epemen't;
il

'-jrivat~~pract,iüe.. The r~HL\l.t WI:i.S IldJtlsted (lmplir::1tl:;¡¡) t,o £',110'\'1 for
,1

i,he r1.c;e in the pe1"'centage oí ph.~"'sic1ans: chr¡'rges colleipted.,.., and.

:;e'::0l1dly~ for' t.b.e decJ:.1.ne tu the volum~~of r'res care. IlTh€: .ó.oT¡m.ward

'l.dju.:r~;¡11Gntw~.s \'iEi.rr!'anted~ fol:' expend:i:tures h'3.d increas, d .",:1 thOl.!:t a

'XllITinen;;UT'ate inür.ease in services o

'j
1:1':8.1th ¿ma medienl serv1.c€s mas" represe::¡t an inve~tmerlt in human

,;agi tal 01.' f:i.nal co:nsumpi,icno Th;Ls1dist:tn.ctlon beti!le~h consu.~¡tion
, 11

"1)1(1'inreatíYent has 861'10\1$ implica:t:tons fol" poJ.::tcy. !f heaJ:th a..nd
'I:tedlcal services ~:!.UNmumer goodsp the befe;!; way to go about getting

'lora o;' them i:¿;" f'irst~~ tú invest in t.hcse tñin-;s tha~1rai:3s, the
!I

'laticnCll out];lut.l' and.,'i i;hElnt t.a davo.te pa.rt (lf the :lncr:emen't to

ConveI'sely p j:.f heJl th
[

3f:lr."lc,~s s.re lnvcstment. goodsy i t. muy be pra~t1cal tOF~ Illc.re o:f' them

/
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1:rejr,;brodl1 suggNr\~S tlw.t information on. the E)(~ond;ni.c oonefits

¡;lxpect.eé. frOf1 ysrious hea.lth p1"oject.s "iOulo. serve a.s ~ ussf'ul,
l'

neanirlgful gu:f.de to denmrilp end hance.\' ~;c e.irp'endi'!~ure :',rec:'1'SdOl1B.
íJleisbroó', sho\!s that tor certs,in d1se¡~.sen, seme of the :Im:>st lmportant

:!Conomie loases can be m~asured and t,he date. used to malte e.

priori t;¡- lis";ing 01' healt,h proJeets I3.ccordir:g to í:mticipated economic

benef:tt.sc He ;~lU.[.gests i~'na:'•• ~\Ueh a 11st Cfu'1. serve as a gui(i(~ to the

alloüati,on of heaJ.th flmd,s amo:ag:st compt:til1,.'1; programs .•' We shallo. • !i

meet th:l.s approach 1.n t!'E Santiago methodolr.'gy oi' heét1th plannir.tgo

K:,t.l'lT.lf.!Il poitres out, that costs oí' e.d:l'.SEase comprisa at least

two deIllE~nt~n the directo costs and t.he ind:t.reetcostt Tf.>J~d:lr'ect~.~~n:" __ • ~. !~
üCE;ts lUJe thG il'!e:1ical e"rr>e ex.perlditur.es asseeiated wi'ch a o.isease"

,1

T1:J.e~.r:direct co::rGS 2r:~ t.b.e 105S of 01.1tput p.:t:tribu.tabl'S! to t.ha

disease; tp.e.-;~ :resul ts frcm pr'~matnre den.th :7nd di B8.bili ty.. DiT.'€lcri:;

al';) uY.Jay'o:!.dabJ.<;:" The ';:'O';;;'&]. (;ost of!! a d:J.se&.::e mayó' as :¡dJ,sou:;;sed by
:i

!li~iS'h:!'oc..; sei,'Ve ~.S 'Ghe fileasU'C'e of bel'1ef9_t~;6.erived fr6m preventir,¡g
'1

that CD.¡;,;e,. :Ú:1 th€ Sa.ut5.a.go n1Eíthodology onl;)" the c1:1reet costs nr'~
"

used .•

eonterrpl",teo_ addi tioru:l1 ~1tpendi-i.:.ure :£'01" hesJth 8..nd

II
,1

la :Ib~tt~<:',(m
1medical se~rlcesD

on the c>neb;md.9 and th~~ant1.cipatec1 reduct.i on in costa (dií.-ec1; plus

lndh>ect.) OI'!. the othEn:" hand~ 'l'T'nis 1::; the e:: sentíal frarnel~oY'k.

D.ctuallJ' thepe 15 11ttle di ff'erence Iwhe",;h1i~r.one f(lCUS~s on cos,¡~sol'
12 1

00 oonel 'j:GSu Tbu.s Feinl' - in his study of the econ.ornica of mental

~1eal':;h.18t~toS tbat the f'ocu$ 15 on cosi~s" !:nd,Weisbród9 in hi~3 s'tudy
I!

'Ji T'B, OGneer i?:nd r--oli.o,.., st8:tes .that 1t ís limitad to!lbanei':lts .•

::Io~.6VI';¡r'.•. bot.h deell 'I'I"'lththe :;:¡ameproblem in Siíli\ilar r!Shior.t. \fnen
'1

';cononéists y:7.e~.1medica.:L servi.ces as con:.mmez" gOOdH primar:t1:r the

calcula.tlon :15r-edv.ced te a CO;~1})arisOll of ex.pendi'lailrea fol" altornative

pj('ogrr.:.ms that promisa the SF-m;:¡ degree of hsaH;h 5.mprc?veme¡"t. Act.U&11y 11

fe",:' (H' e11Y) healt ..h ser',r:ices a:r>e either PU1:'E :tn,ve~;tment. good.s ()r
'i

9ure con¡;;UIi1p~~ion [&00d50 l"I:. shmüd be knp'i; :in mind t.hat thEl

.calculat:i.on of co.sts au::.'!bene,fi-ts propsply compsres tlle presen~

Villu0. 01' proposed cOB1;a H.nd of expac'ted benefits"

:le lOl1s€r than one yeaJ~! the t..•.1O strl::anlf; ~$hculdbE,

If~:the t.:tme span

di~countHd to the
I
I

/



..,

- 10

preseni; oy meaus of an a9P-J."op:~1ate ra,te of il1terest. 'Ehe reason fol:'

discountlng is as stated by' Ba.nksand,Kolz13 in their fltud.~r. that a

siven :;um ls norúlslly Nürth more toda,y thé!.n lID equal sllDl at sorne
ji

futul:"e d'3.te. becau.se the mene;, (ol" resources) can be PíofitablY

lnvest(!d (oY.' consumad) i.n the :tnterva.l b8t. ••¡een today arid the future.
i~

'(uterent is the premiuffi paid '!in reflect the :fact that a:ny l~i~!ensu.m

1')1' resou'roes ca.n be pnt to profi t.ab17 use ov(~r a, period oí time.. It

"'0110\(:1 that the V,ilUSi oí' money 'Io'Jhich 15 not currently'ie.vailable:>

'out tlih>',c:J. will 'becorne ava.ilable (01.' spen,t) sorne ye.ars 1¥,nce6 must

'je disnO'.Hltea f'or 'che interest which V'lou.ld.bG earnad :tn "(¡he intel"'im,

-:'!h:lch :Ls wh:! tb.e: present value of the dallar to be

future i:s al,,,ay's less than. 100 cents o

in the



~~/~~----:;;----------~-----------,...--------~-_.""
jr

4j .'i ~ ¡jIf ..

;/0

B:I;;:fETI.m\¡C]~s
•• "'¥_ ••••~ ..,•••.•••••• "",_~'n-

I,

London, tnstH;ute2Lees, D6 S~ (1961} "Uealth through Cho1ceu~
o:f Economic Affairs~ p~ 180 i

¡
,

I

3Rothf~nl""'1"'" JGrOrn0~ MH~üfar8'Xm.•.•Ucations c:f Alterne:tive Methods1 f. .,;;; ;,o h;;' - C.~)~;;>, I!" I~

of F:I.nanc:lng ¡Viedical C8,rew• In: AmeriHfiTh Economía RevieN9

Papers éilld P!'oceeclingso 41:, N'o 2 (May 1951) 676-6871"11

II ¡

'l~:1.go!1,A", e o {1935) IIEconomics in Pr3.cticel~. LondonS' lttacrnillan,
~ ¡p. 110•

'7L,ee)) .Rogar :{. and Jim:1GHp Le'il'riS vlebster.i'
Med1.(,e~lCara" #o Ch5.cagc"b Un:l.versity of.

196)-641' o

!

I

!

6Fried.ma" ..~ M:tlton and Kw!.nets tllncome frotiJ rndependentl Professioruü
Pl"3ct:i.ce'\ N(3':l Ycn'k •. lYIat.o Euro of' Econom:1.c Re search! (19~.5)
f! 1o~ l~.!: J 3'" 'l-1(-~ 211 ' ,!\pp", d.I;;>. . e:;1'}~ • 0-, jI$] " J

11

tlTb.e Ful1da.men1;als of (load
Ch:lcago Presa I (1933)" p •. 1150

i

.Jr.'!.errJ.f:'.m~:Ji:. c. (19t9¡.) uSocilü ¥¡elfa,~e Expex;"dlt:ures
In: Social S;:;cuI'ii;y Bullet.in g£:3o

17.JBa'~'('" 1:) .,.. :q"•..:! T1"()l" A.;:.,£,Jr: .•••.• J J. -~(., l..i.. <;.~,'!,.i.\L J:\. -. UJ' 'Jo

rOl' Pi.iblie ~¡Lnvestn<:mt.¡I •
.x1:v:l. ~ 2B3.~29.3p 1+ (D~;n.) ~

12FeiYl.g F:." (1958) IfEconomicf; of r-1ent.al Hea.lthlt•
pp. J.8-19,

,
,(1953) nA Pollü~' for Scienti£ic ruad
I~•

tlÍG!u York,. COI1Al1ilh:i.a T.ln!vera! ~y Pr(~asv
8Nat:tcruünanp01l'mr Counc:1.1

Pro:{(:l3sional Manpm1erl'i S1

pp. ~~39-240•
I

I

9p( 11.s'i;d.l:l.p Paul J. (J.961) "J5~11 EmpirlcaJ. Il1yestigat.ion! o:f the
rJ¡t~T'g:LnEtl C03t oí' HOi"3p1.ta.l Sel"vices" f1 Ch.ie:ago.. Inr, Gradwi.te

'1

F.'x"Cg!'a~n in. !"hapit{J.l J\om5.nifsi:;ratioltl.p University of 1.',1 icag~)o

10 D:1..ci:d.nson.. :Pra..nk (}. (19J+8) rrThe Cost 8.nd Quanti t;y oX' M-~éi.:tcal
CrrrEl :i.n the United 8i;:;xtesf1•• Xn: Bul1et,1n 66 Chica~oD B\Jrea.u of
M(,~d:i.(~e~lEeonomic Re[;(::o.rch,. Americ.in Ji~edi(.al Assoej:a:tim.1.

lJ.Weisbrod, ;m'.•.•on I\. (1961) "EcOnomic5 of l'ublic HenJ.~h',
F'hile;c1elphia'., Univel"r:;Ity of Ph!ladelph:}.a Press" p~ f8ti 90.

11N'ew York,. Basic Books#
,

I

f"The Program 13uÓ.get aJOOInteres';;; Rate
In:: Public Adrninistrat.ion! Re"¡j.ew ¡¡ 1966.

)


