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International Comparison

of Health Expenditure

Irina Falkovich

Abstract

The most frequently used bases for comparing international health care resources are health
care expenditures, measured either as a fraction of gross domestic product or per capita.
There are several reasons for this, including the widespread availability of historic
expenditure figures; the attractiveness of collapsing resource data into a common unit of
measurement; and the present focus among OECD countries and other governments on
containing health care costs. However, the general comparison of national health expenditure
doesn’t take into account different factors affecting the expenditure volume and thus could be
misleading. The usefulness of international comparisons can be improved, if expenditure data
are combined with available measures of the real resources allocated to health care. In
addition, it is worthwhile trying to improve the quality of the expenditure data itself.

Over the years, several regression analyses based on cross-section and panel data have been
used to explain the international differences in health expenditure. A common result of these
studies is that aggregate income appears to be the most important factor explaining variation
in health expenditure between countries and that the size of the estimated income elasticity is
high and even higher than unity, which in that case indicates that health care is a “luxury”
good. Additional results indicate that the use of primary care “gatekeepers” lowers health
expenditure and also that the way of remunerating physicians in the ambulatory care sector
appears to influence health expenditure; capitation systems tend to lead to lower expenditure
than fee-for-service systems. Results of some researches reveal the significant influence of

demographic and institutional factors on health expenditure in OECD countries.



In Israel annual CBS publications on health expenditure present international comparison
data. The comparison gives a general view and examines the differences in expenditure per
capita and in health expenditure as a percent of GDP. The calculation in terms of PPP takes
into account the differences in GDP prices in different countries. But it doesn’t take into
account the differences in other factors that may affect expenditures, such as age
composition, employment structure, etc.

This paper includes international comparisons of health expenditure per capita adjusted by
age and the expenditure as a percent of GDP adjusted by age in Israel and OECD countries.
There is also comparisons of some additional factors that affect health expenditure, such as
physician’s and nurses’ number, public expenditure on health as a percent of total
expenditure on health and financing by households.

If the composition of age groups is taken into account, Israel’s relative position rises and it
reaches the 11" place among the countries compared. This is caused by the relatively high
percent of young people in Israel compared to other countries. The calculation was carried
out for 2001, but the results of the paper show the importance of making such comparison
each year, although the data collection and its analyses require additional investment.

An international comparison of detailed expenditure components reveals that the public share
of health expenditure is higher than 60 percent in many countries. In Israel the percent of
public expenditure is higher than 60, but it is lower than the average and the median
expenditure of OECD countries. “Out of pocket” payments in Israel are one of the highest
among developed countries. Israel comes at the third place after Switzerland and USA.
Comparing the number of physicians, Israel is placed after Belgium and Greece, at the sixth

place among 18 countries.
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