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ABSTRACT 

U n t i l  now, c r o s s  n a t i o n a l  s t u d i e s  have n o t  demons t ra ted  a p o s i t i v e  

r e l a t i o n s h i p  between h e a l t h  c a r e  e x p e n d i t u r e s  and improved h e a l t h  s t a t u s ,  a s  

measured by such i n d i c a t o r s  as  age-ad jus ted m o r t a l i t y  r a t e s .  I t  has t h e r e f o r e  

been a rgued  t h a t  c u t t i n g  e x p e n d i t u r e s  w i l l .  n o t  have a n e g a t i v e  e f f e c t  upon 

h e a l t h  s t a t u s .  U s i n g  h e a l t h  and l i f e - s t y l e  data Prom t h e  OECD f o r  Germany, 

t h e  U n i t e d  Kingdom, t h e  N e t h e r l a n d s ,  France,  Sweden, and t h e  U n i t e d  S t a t e s ,  

t h i s  s t u d y  f i n d s  t h a t  when one h o l d s  c o n s t a n t  t h o s e  changes i n  l i f e  s t y l e  that 

have a n  impac t  upon h e a l t h  ( e . g . ,  smoking, d r i n k i n g ,  t r a f f i c  a c c i d e n t s ,  

dangers  o n  t h e  j o b )  and a d j u s t s  f o r  i n f l a t i o n  and p o p u l a t i o n  s i z e ,  h e a l t h  c a r e  

e x p e n d i t u r e s  do  b e a r  a p o s i t i v e  r e l a t i o n s h i p  t o  h e a l t h  s t a t u s .  T h i s  sugges ts  

t h a t  r e d u c t i o n s  i n  h e a l t h  c a r e  e x p e n d i t u r e s  may w e l l  have some c o s t  i n  te rms  

o f  o v e r a l l  h e a l t h .  



Introduction 

One of the most frequently noted relationships in recent studies of 

comparative health expenditures is the lack of a demonstrated relationship 

between medical expenditures and health status. For example, Andreano and 

Maxwell using recent data on the OECD countries demonstrate that there is no 

relationship between a ranking of health expenditures and indicators of health 

such as age-adjusted mortality rates [1,2]. The single recent exception to 

this is Maxwell's finding that the United Kingdom's low expenditures are 

associated with a smaller decline in infant mortality rates over the period 

1950-1977 than countries with substantially greater expenditures. The general 

lack of a relationship is a part of the perception held by some that medical 

care expenditures are a luxury good with little marginal effect on health. A 

corollary of this view is the argument that cutbacks in health care 

expenditures are possible with little loss in effectiveness. 

Various explanations have been offered for the lack of finding a positive 

relationship between expenditures and health. One is that health care 

expenditures are not highly related to health care needs such as life 

threatening or disabling illness [3,4] but instead to variations in per capita 

income 151. 



A r e l a t e d  t h e o r y ,  used t o  e x p l a i n  t h e  r e l a t i o n s h i p  between h e a l t h  

e x p e n d i t u r e s ,  p e r  c a p i t a  income, and h e a l t h  s t a t u s ,  i s  t h a t  o f  " s u p p l i e r  

- induced demand" (see e . g . ,  6 , 7 , 8  ) .  B a s i c a l l y  t h i s  t h e o r y  says t h a t  when 

t h e r e  a r e  more p h y s i c i a n s  t h e y  (1) each t r e a t  f e w e r  p a t i e n t s ,  so, i n  o r d e r  t o  

augment t h e i r  incomes t h e y  (2) p r o v i d e  some m e d i c a l  c a r e  whose expec ted  

b e n e f i t  does n o t  exceed expec ted  c o s t  b u t  c o n t r i b u t e s  t o  p h y s i c i a n s '  income. 

T h i s  l o w e r  e f f e c t i v e n e s s  o f  m a r g i n a l  h e a l t h  c a r e  spend ing i s  c o n s i s t e n t  w i t h  

t h e  l a c k  of  a r e l a t i o n s h i p  between numbers o f  p h y s i c i a n s  p e r  1000 i n  t h e  

p o p u l a t i o n  and h e a l t h  s t a t u s  o r  between e x p e n d i t u r e s  on  m e d i c a l  c a r e  l i n k e d  t o  

p h y s i c i a n s  and h e a l t h  s t a t u s .  

A  r e l a t e d  app roach  used t o  e x p l a i n  t h i s  p u z z l e  i s  F o x ' s  m e d i c a l i z a t i o n  

t h e o r y  [9]. Peop le  i n  more deve loped  c o u n t r i e s  l a c k  t h e  f a m i l y  and s o c i a l  

ne tworks  that c h a r a c t e r i z e  e a r l i e r  s o c i e t i e s ;  t h e y  a r e  more g e o g r a p h i c a l l y  

m o b i l e ,  more s e c u l a r ,  and have l e s s - s t a b l e  r e l a t i o n s h i p s .  M e d i c a l  p r o v i d e r s  

t h e r e f o r e  t a k e  on an a d d i t i o n a l  r o l e  p r o v i d i n g  s o c i a l  suppor t ,  spend ing more 

t i m e  w i t h  t h e  w o r r i e d  w e l l .  I n  t h e s e  r o l e s  t h e  M . D .  may n o t  be  v e r y  

e f f e c t i v e ,  i . e . ,  i n  t r e a t i n g  p s y c h o l o g i c a l l y  based p h y s i c a l  i l l n e s s .  (And t h e  

measure o f  ou tpu t - - -phys i ca l  h e a l t h  status--may b e  i n a p p r o p r i a t e , )  I l l i c h  

goes much f u r t h e r  and suggests  n e g a t i v e  c a u s a l i t y :  more h e a l t h  c a r e  l e a d s  t o  

dependence, and t h i s  i n  t u r n  l e a d s  t o  a d e c l i n e  i n  h e a l t h  [10]. Thus, i n  t h i s  

v iew, more m e d i c a l  c a r e  l e a d s  t o  p o o r e r  h e a l t h ,  n o t  b e t t e r  h e a l t h .  



These a g g r e g a t e  i m p r e s s i o n s  a r e  s u r e l y  i n c o n s i s t e n t  w i t h  e v i d e n c e  t h a t  

c e r t a i n  c a t e g o r i e s  o f  h e a l t h  c a r e  have a  p o s i t i v e  i n f l u e n c e  o n  h e a l t h .  These 

c a t e g o r i e s  i n c l u d e  v a r i o u s  fo rms  o f  p r e v e n t i o n  ( e . g . ,  we l l -baby ca re ,  c a r e  f o r  

p r e g n a n t  women) and m e d i c a l l y  t r e a t a b l e  prob lems ( e . g . ,  h e r n i a ,  b r o k e n  bones, 

i n f e c t i o n s ,  e t c . ) .  They a r e  a l s o  i n c o n s i s t e n t  w i t h  ev idence  t h a t  t h e r e  has 

been some e q u a l i z i n g  o f  h e a l t h  s t a t u s  v i a  e q u a l i z i n g  o f  m e d i c a l  s e r v i c e s  

( w h i c h  has reduced n o n w h i t e  and h i g h - r i s k  in fant  and p r e n a t a l  m o r t a l i t y  

r a t e s ) .  (See, e . g . ,  [ll], and r e f e r e n c e s  t h e r e i n ) .  These a g g r e g a t e  

i m p r e s s i o n s  a r e ,  however, c o n s i s t e n t  w i t h  o t h e r  w i t h i n - c o u n t r y  f i n d i n g s  o f  a 

l i m i t e d  l i n k  between g r e a t e r  h e a l t h  c a r e  and h e a l t h  s t a t u s  [12,13,14]. 

Hypo thes i zed  L i n k  Between M e d i c a l  E x p e n d i t u r e  and H e a l t h  S t a t u s  

How can t h e s e  d i f f e r e n t  p e r s p e c t i v e s  b e  r e c o n c i l e d ?  I s  t h e r e  a  l i n k  

between g r e a t e r  m e d i c a l  e x p e n d i t u r e s  and improved h e a l t h  s t a t u s ?  I n  t h i s  

pape r  we suggest  t h a t  t h e r e  i s  i n  f a c t  a  l i n k :  t h a t  g r e a t e r  m e d i c a l  

e x p e n d i t u r e s  a r e  r e l a t e d  t o  b e t t e r  h e a l t h  s t a t u s .  To f i n d  t h i s  l i n k  we must  

(1) i d e n t i f y  r e a l  i n c r e a s e s  i n  m e d i c a l  e x p e n d i t u r e s  and (2 )  a c c o u n t  f o r  

n e g a t i v e  l i f e - s t y l e  changes w h i c h  b o t h  reduce h e a l t h  s t a t u s  and i n c r e a s e  

m e d i c a l  c a r e  u t i l i z a t i o n .  f l  s i m p l e  p a t h  model  t o  i l l u s t r a t e  t h i s  h y p o t h e s i s  

i s :  

Changes i n  l i f e  s t y l e  

i Changes i n  h e a l t h  s t a t u s  

Changes i n  m e d i c a l  



We b e g i n  w i t h  changes i n  l i f e  s t y l e  t h a t  a r e  cons ide red  a s  exogenous, 

t hough  r e l a t e d  t o  changes i n  income and, p o s s i b l y ,  p r i o r  u t i l i z a t i o n  o f  h e a l t h  

c a r e .  N e g a t i v e  changes i n  l i f e  s t y l e  a r e  expected t o  l e a d  t o  n e g a t i v e  changes 

i n  h e a l t h  s t a t u s ;  p o s i t i v e  changes i n  l i f e  s t y l e  t o  p o s i t i v e  changes i n  h e a l t h  

s t a t u s .  However, changes i n  l i f e  s t y l e  a l s o  r e s u l t  i n  changes i n  t h e  demand 

f o r  m e d i c a l  s e r v i c e s  and hence i n  m e d i c a l  e x p e n d i t u r e s .  Thus, n e g a t i v e  

changes i n  l i f e  s t y l e  l e a d  t o  h e a l t h  deter io ra t ion- - i l lnesses- - -and a n  i n c r e a s e  

i n  demand f o r  m e d i c a l  c a r e .  More m e d i c a l  ca re ,  t h e r e f o r e ,  i s  r e q u i r e d  t o  

c o u n t e r  l i f e - s t y l e  changes that  r e s u l t  i n  n e g a t i v e  h e a l t h  consequences ( p a t h  

2 ) .  Once t h i s  f a c t  i s  recogn ized ,  we a rgue  t h a t  t h e  d i r e c t  e f f e c t  ( p a t h  3 )  

f r o m  more m e d i c a l  e x p e n d i t u r e s  t o  changes i n  h e a l t h  s t a t u s  i s  p o s i t i v e .  T h a t  

i s ,  if we c o n t r o l  f o r  t h e  e f f e c t s  o f  l i f e - s t y l e  changes on m e d i c a l  

e x p e n d i t u r e s  and h e a l t h  s t a t u s ,  we w i l l  f i n d  a p o s i t i v e  l i n k  between i n c r e a s e s  

i n  m e d i c a l  e x p e n d i t u r e s  and changes i n  h e a l t h  s t a t u s .  

Some r e c e n t  c ross -coun t ry  d a t a  c o l l e c t e d  by OECD a l l o w  u s  t o  e x p l o r e  

t h e s e  phenomena. We b e g i n  by p r e s e n t i n g  ev idence  on h e a l t h  s t a t u s  and 

l i f e - s t y l e  changes. Then we t u r n  t o  h e a l t h  e x p e n d i t u r e s  and f i n a l l y  we l i n k  

t h e  t h r e e  t o g e t h e r .  

CROSS-COUNTRY COMPQRISONS 

Dramat i c  changes have o c c u r r e d  i n  h e a l t h  status--as measured by  l i f e  

expectancy and m o r t a l i t y  rates-.-.in t h e  l a s t  few decades, i n  n e a r l y  a l l  

deve loped Western c o u n t r i e s .  T'hese s i z e a b l e  improvements r e p r e s e n t  a 

s i g n i f i c a n t  i n c r e a s i n g  r a t e  o f  h e a l t h  improvement a f t e r  much s l o w e r  r a t e s  

[15] .  F i g u r e s  1-3 on Graph 1 c h a r t  t h e s e  e v e n t s .  



F i g u r e  1 p r e s e n t s  i n f a n t  m o r t a l i t y  as  a  pe rcen tage  o f  l i v e  b i r t h s  f r o m  

1950 t o  1980 f o r  s i x  c o u n t r i e s :  t h e  U n i t e d  S t a t e s ,  t h e  U n i t e d  Kingdom, West 

Germany, France, t h e  Ne the r lands ,  and Sweden. A 1 1  show c o n t i n u o u s  d e c l i n e s  

o v e r  t h e  p e r i o d .  Germany and France had much h i g h e r  r a t e s  i n  1950 and show 

t h e  most d r a m a t i c  r e d u c t i o n s .  Sweden and t h e  Ne the r lands  have t h e  l o w e s t  

r a t e s  t h r o u g h o u t  t h e  t h r e e  decades.  A 1 1  s i x  c o u n t r i e s  have q u i t e  s i m i l a r  

r a t e s  i n  1980 as  c o n t r a s t e d  w i t h  1960, when Germany and France had 

a p p r o x i m a t e l y  two-and one-ha l f  t i m e s  t h e  r a t e  o f  Sweden. A l t h o u g h  t h e  U.S. 

r a t e  f e l l  s u b s t a n t i a l l y  from 2 . 9  t o  2 .0 ,  i t  has t h e  h i g h e s t  r a t e  o f  t h e  s i x  

c o u n t r i e s  as  o f  1980. (The p r e n a t a l  m o r t a l i t y  rate--,not p resen ted  i n  a  

figure--shows a n  even g r e a t e r  r a t e  of d e c l i n e  f o r  a l l  s i x  c o u n t r i e s  o v e r  t h e  

p e r i o d ,  w i t h  p a t t e r n s  s i m i l a r  t o  i n f a n t  m o r t a l i t y  r a t e s ;  Germany a l s o  had t h e  

h i g h e s t  r a t e  as of 1950, b u t  by 1980 had a  r a t e  be low t h a t  o f  t h e  U n i t e d  

S t a t e s ,  U n i t e d  Kingdom and France.  S i m i l a r l y ,  t h e  U n i t e d  S t a t e s  had t h e  

h i g h e s t  p r e n a t a l  m o r t a l i t y  r a t e  as  o f  1980 among t h e s e  s i x  c o u n t r i e s ) .  

F i g u r e  2  p r o v i d e s  l i f e  expectancy a t  b i r t h  by  sex f o r  t h e  same s i x  

c o u n t r i e s  f o r  t h e  p e r i o d  1950 t o  1980. A 1 1  show i n c r e a s i n g  l i f e  expec tanc ies  

o v e r  t h e  p e r i o d .  Among women, t h e r e  i s  a n  i n c r e a s e  o f  a p p r o x i m a t e l y  s i x  y e a r s  

o v e r  t h e  p e r i o d ,  w h i l e  among men t h e  i n c r e a s e  i s  a p p r o x i m a t e l y  f i v e  y e a r s .  

Three o f  t h e  s i x  c o u n t r i e s  had an i n c r e a s e  i n  t h e  r a t e  o f  i n c r e a s e  ( a  s t e e p e r  

s lope )  o f  b o t h  men's and women's l i f e  expec tanc ies  i n  t h e  l a s t  decade ( f r o m  

1970 t o  1980):  Germany, t h e  Ne the r lands  and t h e  U n i t e d  S t a t e s .  By 1980, 

U n i t e d  Kingdom had t h e  s h o r t e s t  l i f e  expectancy f o r  women compared t o  t h e  

f o u r t h - h i g h e s t  among t h e  s i x  c o u n t r i e s  i n  1950. 
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Sweden and t h e  N e t h e r l a n d s  had t h e  l o n g e s t  l i f e  expectancy f o r  men o v e r  t h e  

30-year p e r i o d ,  a l t h o u g h  t h e i r  r a t e  o f  i n c r e a s e  i s  be low t h e  o t h e r  f o u r  

c o u n t r i e s .  

F i g u r e  3 shows l i f e  expectancy a t  age 60 by  sex f o r  t h e  same s i x  c o u n t r i e s  

f o r  t h e  same 30 y e a r  p e r i o d .  F o r  women, f i v e  o f  t h e  s i x  c o u n t r i e s  show 

s u b s t a n t i a , ,  i n c r e a s e s  i n  l i f e  expectancy a t  age 60 o v e r  t h e  e n t i r e  p e r i o d ;  

t h e  s i n g l e  e x c e p t i o n  i s  t h e  U n i t e d  Kingdom. Germany l a g s  b e h i n d  t h e  o t h e r s  

b u t  has  shown l a r g e  i n c r e a s e s  e s p e c i a l l y  s i n c e  1970. The p a t t e r n  f o r  men i s  

l e s s  r e g u l a r .  On ly  t h e  U n i t e d  S t a t e s  and France show c o n t i n u o u s l y  i n c r e a s i n g  

l i f e  expectancy f o r  men a t  age 60  o v e r  t h e s e  30  y e a r s .  R e l a t i v e  r a n k i n g s  

among t h e  s i x  c o u n t r i e s  a r e  n e a r l y  t h e  same i n  1980 a s  1950 e x c e p t  that 

Germany i s  second l o w e s t  r a t h e r  t h a n  t h i r d  h i g h e s t .  

The o v e r a l l  p i c t u r e  t h a t  emerges f r o m  t h e s e  h e a l t h  s t a t u s  f i g u r e s  a r e  (1) 

as  o f  1980, h e a l t h  s t a t u s  was h i g h e s t  i n  t h e  N e t h e r l a n d s  and Sweden; (2) i n  

te rms  o f  improvement i n  h e a l t h  s t a t u s ,  Germany and France d i d  b e s t ,  w h i l e  (3 )  

f o r  t w o  o f  t h e  t h r e e  measures o f  l i f e  expectancy--at  b i r t h  and a t  age 60-the 

U n i t e d  Kingdom showed t h e  s m a l l e s t  improvement.  

These improvements i n  l i f e  expectancy a r e  t h o u g h t  t o  be caused by  changes 

i n  l i f e  s t y l e  (and t o  some e x t e n t  by  improvements i n  m e d i c a l  c a r e ) .  These 

changes i n c l u d e  ( t o  v a r y i n g  degrees among t h e  v a r i o u s  c o u n t r i e s )  g r e a t e r  

e x e r c i s e ,  l e s s  tobacco  consumpt ion,  l e s s  p rob lem d r i n k i n g ,  i n c r e a s e d  j o b  

s a f e t y ,  b e t t e r  and l e s s  i n v a s i v e  d i a g n o s t i c  t o o l s ,  o rgan  t r a n s p l a n t s ,  new 

d rugs ,  and so f o r t h .  Bu t ,  j u s t  as t h e  r a t e  o f  improvement i n  h e a l t h  s t a t u s  

d i f f e r s  o v e r  t h e s e  s i x  c o u n t r i e s ,  so d o  t h e  changes i n  l i f e  s t y l e  and m e d i c a l  

c a r e .  



T h i s  ev idence  can now be compared w i t h  ev idence  o n  a s p e c t s  o f  l i f e  s t y l e  

that may be a s s o c i a t e d  w i t h  h e a l t h  s t a t u s  and l o n g e v i t y .  More s p e c i f i c a l l . y ,  

t h e  r e l a t i o n s h i p  between changes i n  h e a l t h  s t a t u s  and changes i n  

h e a l t h - r e l a t e d  a s p e c t s  o f  l i f e  s t y l e  can i l l u m i n a t e  t h e  r o l e  o f  h e a l t h  c a r e  

e x p e n d i t u r e s .  I f  t h e  c o u n t r i e s  w i t h  t h e  s m a l l e s t  i n c r e a s e s  i n  l i f e  expectancy  

had t h e  l e a s t  improvement i n  l i f e  s t y l e ,  t h e n  we have some ev idence  that 

m e d i c a l  c a r e  i s  p a r t l y  used t o  c o u n t e r  t h e  n e g a t i v e  e f f e c t s  o f  u n h e a l t h y  l i f e  

s t y l e s .  We t u r n  now t o  some d imens ions  o f  l i f e  s t y l e  t h o u g h t  t o  i n f l u e n c e  

h e a l t h  s t a t u s  and t h e  "need" f o r  m e d i c a l  c a r e .  

F i g u r e  4 (g raph  2)  p r e s e n t s  tobacco  consumpt ion  p e r  p e r s o n  f i f t e e n  y e a r s  

o r  o l d e r  i n  t h e s e  same s i x  c o u n t r i e s  from 1960 t o  1980 [16,17]. The U.S. r a t e  

i s  f o r  pe rsons  20+, so i t  i s  p r o b a b l y  l o w e r  r e l a t i v e  t o  t h e  o t h e r  c o u n t r i e s  

t h a n  i n d i c a t e d  h e r e .  By t h e  end o f  t h e  p e r i o d ,  t h e  U n i t e d  S t a t e s  had t h e  

l o w e s t  r a t e  o f  consumpt ion .  The U . K .  and Swedish consumpt ion  r a t e s  a r e  

c o n s t a n t  o v e r  t h e  p e r i o d ,  a l t h o u g h  t h e  U. K .  r a t e  i s  one..-and-one-half t i m e s  

that o f  Sweden. The o t h e r  t h r e e  a l l  show i n c r e a s e s  o v e r  t h e s e  two  decades, 

e s p e c i a l l y  Germany, w h i c h  has a 59% i n c r e a s e  compar ing  1980 t o  1960. The 

N e t h e r l a n d s  i s  t h e  h i g h e s t  as  o f  1980 b u t  had a s m a l l e r  r a t e  o f  i n c r e a s e  

(32.5%) t h a n  Germany. 

F i g u r e  5  p r e s e n t s  a p r o x y  f o r  t r oub lesome consumpt ion  o f  a l c o h o l - l i v e r  

c i r r h o s i s  m o r t a l i t y  r a t e s  by sex f o r  t h e  s i x  c o u n t r i e s  f o r  1960 and 1980.  Two 

c o u n t r i e s  s t a n d  o u t  i n  t e rms  o f  s u b s t a n t i a l  r a t e s  o f  i n c r e a s e  among men and 

women--.Germany and Sweden. 



The N e t h e r l a n d s  and t h e  U n i t e d  Kingdom a r e  l o w e s t  i n  b o t h  y e a r s  f o r  b o t h  

sexes, t h e  U n i t e d  S t a t e s  i s  i n t e r m e d i a t e ,  w i t h  o n l y  a s m a l l  r a t e  o f  i n c r e a s e .  

France i s  h i g h e s t  i n  b o t h  y e a r s  f o r  b o t h  sexes b u t  shows t h e  o n l y  d e c l i n i n g  

r a t e  ( that  f o r  f ema les )  o f  t h e  s i x  c o u n t r i e s .  

F i g u r e  6  [16] p r e s e n t s  t h e  number o f  pe rsons  p e r  100,000 p o p u l a t i o n  

i n j u r e d  i n  r o a d  accidents--.-a r e l a t i v e  i n d i c a t o r  o f  r i s k i n e s s  o f  a u t o m o b i l e  

t r a v e l  a s  w e l l  a s  l i f e - s t y l e  i n d i c a t o r .  Presumably t h i s  r e f l e c t s  b o t h  laws 

and en fo rcemen t  o f  d r i n k i n g  and d r i v i n g  r e g u l a t i o n s ,  speed l i m i t s ,  r o a d  

c o n d i t i o n s  e t c .  a l o n g  w i t h  a l c o h o l  consumpt ion  o r  l i f e  s t y l e .  'The d a t a  

c l e a r l y  d i f f e r e n t i a t e  between t h e s e  c o u n t r i e s ;  Sweden, w i t h  i t s  s t r i c t  

d r i v i n g - a n d - d r i n k i n g  law, i s  f a r  l o w e r  t h a n  t h e  o t h e r  f i v e  i n  a l l  y e a r s  f r o m  

1960 t h r o u g h  1980. The N e t h e r l a n d s  i s  n e x t  l o w e s t  i n  most  y e a r s .  I t  has a 

l e s s  s t r i c t  law,  w i t h  s p o r a d i c  b u t  seve re  enforcement .  l ' he  U n i t e d  S t a t e s  and 

Germany have t h e  h i g h e s t  r a t e s  and l i t t l e  en forcement  o f  d r i n k i n g - a n d - - d r i v i n g  

laws;  Germany has l i t t l e  en forcement  o f  speed ing l aws .  (As a n  i n d i c a t o r  o f  

r i s k i n e s s  t h e s e  d a t a  must  be  i n t e r p r e t e d  w i t h  some c a u t i o n  s i n c e  i n j u r i e s  p e r  

1000 m i l e s  o f  v e h i c l e  t r a f f i c  wou ld  be  p r e f e r a b l e  t o  i n j u r i e s  p e r  100,000 

p o p u l a t i o n  as  a  measure) .  

One a d d i t i o n a l  change o v e r  t h e  p e r i o d  i s  a  s h i f t  i n  t h e  n a t u r e  o f  

employment..--general ly f r o m  b l u e - c o l l a r  j o b s  t o  w h i t e - c o l l a r  j o b s  arid f r o m  

r e l a t i v e l y  r i s k y  j o b s  t o  r e l a t i v e l y  s a f e  j o b s .  
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F i g u r e  7 [18] p r e s e n t s  t h e  pe rcen tage  o f  t h e  l a b o r  f o r c e  i n  r i s k y  i n d u s t r i e s  

( i n  t h e  u p p e r  p a n e l )  and t h e  pe rcen tage  i n  s a f e  i n d u s t r i e s  ( i n  t h e  l o w e r  

.n 
p a n e l ) .  A l l  c o u n t r i e s  had s i m i l a r  experiences----a s h i f t  away f r o m  r i s k y  

i n d u s t r i e s  and toward  s a f e  i n d u s t r i e s .  

Sweden had t h e  l a r g e s t  d e c l i n e  i n  pe rcen tage  employed i n  r i s k y  bus inesses  

o v e r  t h e  1962 t o  1980 p e r i o d ;  Germany had b o t h  t h e  h i g h e s t  pe rcen tage  

employed i n  r i s k y  i n d u s t r i e s  and t h e  l e a s t  i n  s a f e  ones o v e r  t h e  e n t i r e  

p e r i o d ,  w i t h  t h e  d i f f e r e n c e  worsen ing  compared t o  o t h e r  c o u n t r i e s .  

Based o n  t h e s e  data o f  l i f e - s t y l e  changes, we wou ld  e x p e c t  (1) a d e c l i n e  

i n  l i f e  expectancy  i n  Germany due t o  t h e  i n c r e a s e  i n  tobacco  consumpt ion  o v e r  

t h e  y e a r s  1960 t o  1980 and a somewhat s m a l l e r  d e c l i n e  i n  t h e  N e t h e r l a n d s  due 

t o  a s i m i l a r  b u t  s m a l l e r  i n c r e a s e  i n  tobacco  consunrpt ion;(2)  a dec rease  i n  

fema le  l i f e  expectancy  i n  Sweden due t o  t h e  l a r g e  i n c r e a s e  i n  p rob lems w i t h  

a l c o h o l i s m  a s  measured by t h e  d e a t h  r a t e  f r o m  c i r r h o s i s  o f  t h e  l i v e r  b u t  

p a r t i a l l y  o f f s e t  by d e c l i n i n g  r i s k s  i n  work;  ( 3 )  s h o r t e r  l i f e  expectancy  i n  

1970 t h a n  1960 o r  1980 due t o  r o a d  a c c i d e n t s  i n  t h e  U n i t e d  S t a t e s ,  West 

Germany, and t h e  Ne the r lands ;  and (4 )  improvement i n  m o r t a l i t y  r a t e s / l i f e  

expectancy  i n  t h e  U n i t e d  S t a t e s  due t o  t h e  r e d u c t i o n  i n  t o b a c c o  c o n s u n ~ p t i o n .  

* These a r e  d e f i n e d  a c c o r d i n g  t o  i n j u r y  r a t e s  p e r  100 f u l l - t i m e  worke rs  

w i t h i n  t h e  U n i t e s  S t a t e s  i n  1975 and 1981. The r i s k y  i n d u s t r i e s  a r e  m i n i n g ,  

c o n s t r u c t i o n ,  and m a n u f a c t u r e .  The safe i n d u s t r i e s  a r e  f i nance ,  i nsu rance ,  

and r e a l  e s t a t e .  



R e t u r n i n g  t o  F i g u r e  3 on l i f e  expectancy a t  age 60 we f i n d  some o f  t h e s e  

expec ted  p a t t e r n s :  (1) t h e  German male l i f e  expectancy decreased f r o m  1960 t o  

1970 ( b u t  i n c r e a s e d  a f t e r  1970); t h e  N e t h e r l a n d s  male l i f e  expectancy a l s o  

decreased between 1960 and 1970 and remained below i t s  1960 (and 1950) l e v e l  

a s  o f  1980; (2)  f ema le  l i f e  expectancy i n  Sweden a t  age 60 d i d  n o t  decrease,  

b u t  i nc reased ;  (3)  l i f e  expectancy among men a s  o f  age 60 was l o w e r  i n  1970 

t h a n  1960 o r  1980 i n  West Germany and t h e  Ne the r lands ,  and (4 )  U n i t e d  S t a t e s  

l i f e  expectancy d i d  i n c r e a s e  as  p r e d i c t e d .  The r a t e  o f  i n c r e a s e  i n  l i f e  

expectancy a t  b i r t h  i n  Sweden l e v e l l e d  o f f  o v e r  t h e  p e r i o d  ( F i g u r e  Z ) ,  

s u g g e s t i n g  t h a t  t h e  r e d u c t i o n  i n  j o b  r i s k i n e s s  may have dominated t h e  i n c r e a s e  

i n  problems w i t h  a l c o h o l .  

These rough  correspondences suggest  a l i n k  between chang ing l i f e  s t y l e  and 

chang ing  h e a l t h  s t a t u s .  We n e x t  e x p l o r e  t h e  l i n k s  between chang ing m e d i c a l  

e x p e n d i t u r e s  and chang ing h e a l t h  s t a t u s  t o  p r o v i d e  ev idence  o n  t h e  d i r e c t  and 

i n d i r e c t  l i n k s  (2  and 3) i n  o u r  s i m p l e  p a t h  model p resen ted  above.  



We t u r n  f i r s t  t o  chang ing  m e d i c a l  e x p e n d i t u r e s  o v e r  t h e  same t i m e  

* 
p e r i o d .  F i g u r e  8  p r e s e n t s  one measure o f  t h e  g r o w t h  i n  h e a l t h  e x p e n d i t u r e  

---the p e r c e n t a g e  o f  GNP spen t  on h e a l t h .  The U n i t e d  Kingdom s tands  o u t  a s  

h a v i n g  a much l o w e r  e x p e n d i t u r e  r a t e  and l o w e r  r a t e  o f  g r o w t h  ( e x c e p t  perhaps 

o v e r  t h e  p e r i o d  1970 t o  1975).  Germany and Sweden show t h e  most  d r a m a t i c  

i n c r e a s e  and have t h e  g r e a t e s t  e x p e n d i t u r e s  as  o f  1979. 

* I t  m i g h t  be p r e f e r a b l e  t o  use m e d i c a l  c a r e  e x p e n d i t u r e s  r a t h e r  t h a n  

pe rcen tage  GNP o r  GDP o n  m e d i c a l  ca re ,  as  o u r  b a s i s  o f  compar ison.  T h i s  i s  i n  

column 1 o f  T a b l e  I ,  w h i c h  shows Germany w i t h  t h e  l o w e s t  a n n u a l  r a t e  o f  

i n c r e a s e ,  t h e  U n i t e d  Kingdom i n  t h e  m i d d l e  o f  t h e  s i x  c o u n t r i e s ,  and F rance  

h i g h e s t ,  f o l l o w e d  by t h e  N e t h e r l a n d s .  On ly  t h e  U n i t e d  S t a t e s  and France a r e  

ranked  i n  t h e  same o r d e r  i n  t h e  nomina l  and r e a l  r a n k i n g s  o f  e x p e n d i t u r e  

i n c r e a s e s .  A l t e r n a t i v e l y  we cou1.d c o n v e r t  each n a t i o n a l  c u r r e n c y  t o  U.S.  

d o l l a r s  by u s i n g  t h e  exchange r a t e  i n  each y e a r .  When t h i s  i s  done, t h e  

n o m i n a l  g r o w t h  r a t e s  a r e  1 7 . 5  France;  8 .3  Germany; 1 2 . 5  t h e  N e t h e r l a n d s ;  1 3 . 2  

Sweden; 1 6 . 2  U n i t e d  Kingdom and 11 .9  U n i t e d  S t a t e s ,  so t h a t  t h e  N e t h e r l a n d s  

and U n i t e d  Kingdom change t h e i r  r e l a t i v e  r a n k i n g  and t h e  " p i c t u r e "  d i f f e r s  

c o n s i d e r a b l y  f r o m  t h e  price--and-population--adjusted g r o w t h  r a t e s .  
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This frequently c i ted measure of expenditures on medical care suggests a 

more rapid r a t e  of improvement i n  health s ta tus  i n  Germany, Sweden, and the 

Netherlands; a l ess  rapid r a t e  i n  the United Kingdom. Iiowever, some of t h i s  

increase i s  accounted f o r  by an increasing population and increasing number of 

e lder ly  who generally use more medical care .  

All. s ix  countries have experienced steady aging of the population. Sweden 

and Germany have the  g rea tes t  increase i n  percentage of population 65+ over 

1950 t o  1980 and the g rea tes t  percentage of el.derly a s  of 1980. The United 

Sta tes  and the Netherlands have a substant ia l ly  lower percentage of elderly 

over the  en t i r e  period, though t h e i r  number i s  increasing. Based on these 

data ,  we would expect the g rea tes t  increase i n  demand f o r  medical care i n  

Sweden and Germany, followed by the United Kingdom. These medical 

expenditures a r e  not l ikely  t o  show up a s  improvements i n  health s t a tu s .  I f  

today 20% of the population a r e  65-1. but yesterday----wi t h  the same technology, 

and environment---15% of the population were 65+ (and t h i s  change r e f l ec t s  only 

changing b i r t h  ra tes )  we would expect demand f o r  medical care t o  be higher 

today simply because increasing age i s  associated w i t h  declining health and 

therefore g rea te r  need f o r  medical care .  



B u t  we wou ld  n o t  e x p e c t  t o  see any change i n  h e a l t h  s t a t u s  as  measured by age- 

sex a d j u s t e d  mar-tality r a t e s .  These p o p u l a t i o n  d a t a  t h e n  suggest  t h a t  t h e  

r e a l  r a t e  o f  i n c r e a s e  i n  m e d i c a l  e x p e n d i t u r e s  as  a  pe rcen tage  o f  GNP has been 

s m a l l e r  i n  Sweden and Germany t h a n  f i r s t  suggested.  T h a t  i s ,  some o f  t h e  

i n c r e a s e  s i m p l y  r e f l e c t s  t h e  chang ing  age s t r u c t u r e .  We now a d j u s t  h e a l t h  

e x p e n d i t u r e s  f o r  p o p u l a t i o n  i n c r e a s e s  and a l s o  d e f l a t e  nomina l  h e a l t h  

e x p e n d i t u r e  by t h e  EDP d e f l a t o r  f o r  1960 t o  1981, i n  o r d e r  t o  g e t  a n  e s t i m a t e  

* 
o f  t h e  r e a l  r a t e  o f  e x p e n d i t u r e  i n c r e a s e s  . 

* We t a k e  e x p e n d i t u r e  o n  m e d i c a l  c a r e  i n  1960 and 1981, and use  t h e  GDP p r i c e  

i ndex ,  1975 = 100, t o  p u t  t h e s e  e x p e n d i t u r e s  i n  r e a l  t e r m s .  Then we d i v i d e  

t h e s e  e x p e n d i t u r e s  by t h e  p o p u l a t i o n  i n  1960 and 1981 r e s p e c t i v e l y .  We t h e n  

e s t i m a t e  r e a l  compounded ave rage  annua l  r a t e  o f  i n c r e a s e  f r o m  1960 t o  1981 i n  

n o m i n a l  te rms,  r e a l  te rms,  and r e a l  t e rms  a d j u s t e d  f o r  p o p u l a t i o n  s i z e .  



These f i g u r e s ,  p resen ted  i n  T a b l e  1, suggest  a g a i n  a  l ower  r a t e  o f  h e a l t h  

e x p e n d i t u r e  i n c r e a s e  i n  t h e  U n i t e d  Kingdom; t h e y  h i g h l i g h t  a  more r a p i d  r a t e  

o f  i n c r e a s e  i n  France t h a n  any o f  t h e  o t h e r  f i v e  c o u n t r i e s ,  f o l l o w e d  by  

Sweden, t h e n  Germany and t h e  Ne the r lands  (Column 5 ) .  Thus, t h e y  d i f f e r  f r o m  

t h e  s i m p l e  p i c t u r e  o f  F i g u r e  3  by p r e s e n t i n g  t h e  i n c r e a s e  i n  r e a l  

expendj . tures,  i n c l u d i n g  t h e  more r a p i d  r a t e  o f  i n c r e a s e  i n  France.  These a r e  

t h e  r a t e s  t h a t  we shou ld  a n a l y z e  t o  see i f  t h e r e  i s  a  t i e  between m e d i c a l  

e x p e n d i t u r e s  and improved h e a l t h  s t a t u s .  

T a b l e  1 

Hate o f  i n c r e a s e  i n  m e d i c a l  e x p e n d i t u r e ,  1960-,1981 

Compd . a n n u a l  Rate o f  Compd . annua l  
r a t e  o f  i n c r e a s e  r a t e  o f  
i n c r e a s e  i n c r e a s e  

Compd . Annual  
r a t e  o f  
i n c r e a s e  

Nomi n a  1 
terms 

GDP i n f l a t o r  Rea l  te rms P o p u l a t i o n  Rea l  t e rms  
i n c r e a s e  a d j u s t i n g  f o r  

p o p u l a t i o n  
( 2  ) (3 ) (4 )  (5 )  

France 1 5 . 8  7 . 1  8 . 7  . 8  7 . 9  

Germany 10 .9  4 . 4  6 . 5  - 5  6 . 0  

N e t h e r l a n d s  14 .5  7 , 6  6 . 9  1 . 0  5 . 9  

U. Kingdom 13.8  9 . 1  4 . 7  - 3  4 .4  

U n i t e d  S t a t e s  11 .9  5 . 2  6 . 7  1 . 1 5  5 . 6  

- -- -- - -- 

Source b a s i c  d a t a ,  OECD 1984a. 



Now we t u r n  back t o  o u r  h e a l t h  i n d i c a t o r s ,  where we f i n d  a  p i c t u r e  r a t h e r  

c o n s i s t e n t  w i t h  o u r  e x p e c t a t i o n s :  (1) t h e  r a t e  o f  decrease i n  i n f a n t  

m o r t a l i t y  r a t e s  ( F i g u r e  1) i s  g r e a t e s t  f o r  France f r o m  1950 t o  1980; (2)  

Sweden has t h e  l o w e s t  r a t e  t h r o u g h o u t  t h e  p e r i o d ;  whereas (3)  Germany has t h e  

second g r e a t e s t  d e c l i n e  and t h e  Ne the r lands  has t h e  second l o w e s t  r a t e  

t h r o u g h o u t  t h e  t h r e e  decades. 

I n  te rms o f  male l i f e  expectancy a t  b i r t h  ( F i g u r e  2) ,  t h e  U n i t e d  Kingdom 

shows t h e  s m a l l e s t  i n c r e a s e ,  France t h e  g r e a t e s t ,  and Germany t h e  second 

g r e a t e s t  i n c r e a s e ,  whereas Sweden and t h e  Ne the r lands  have t h e  1.ongest l i f e  

expectancy a t  b i r t h ,  w i t h  Sweden's r a t e  i n c r e a s i n g  more o v e r  t h e  p e r i o d .  I n  

te rms o f  f ema le  l i f e  expectancy a t  b i r t h ,  France a l s o  shows t h e  l a r g e s t  

i n c r e a s e  o v e r  t h e  p e r i o d  ( f r o m  n e x t  t o  l a s t  among t h e  s i x  t o  t h i r d ) ,  Germany 

has t h e  n e x t  l a r g e s t  i n c r e a s e ,  moving f r o m  l o w e s t  t o  o v e r t a k e  t h e  U n i t e d  

Kingdom, and women i n  t h e  N e t h e r l a n d s  have t h e  l o n g e s t  l i f e  expectancy i n  1980. 

T u r n i n g  t o  l i f e  expectancy a t  age 60  ( F i g u r e  3), a g a i n  France shows t h e  

g r e a t e s t  i nc rease - - - fo r  b o t h  men and women; and t h e  U n i t e d  Kingdom shows t h e  

s m a l l e s t  i n c r e a s e  ( fema les )  o r  l o w e s t  l i f e  expectancy (males) .  Sweden 

exper ienced  a  l a r g e  i n c r e a s e  i n  female  l i f e  expectancy a s  d i d  t h e  N e t h e r l a n d s  

and t h e  U n i t e d  S t a t e s .  

The l i m i t e d  ev idence  o n  d i s t r i b u t i o n  o f  m e d i c a l  c a r e  e x p e n d i t u r e s  t h a t  i s  

a v a i l a b l e  i s  weakly c o n s i s t e n t  w i t h  these  measures o f  h e a l t h  s t a t u s :  France 

spen t  a g r e a t e r  p r o p o r t i o n  o f  m e d i c a l  c a r e  d o l l a r s  on ambu la to ry  c a r e  t h a n  

Germany, t h e  N e t h e r l a n d s , o r  t h e  U n i t e d  S t a t e s  u n t i l  v e r y  r e c e n t l y ,  w h i l e  o f  

t hese  f o u r  c o u n t r i e s ,  t h e  N e t h e r l a n d s  spends t h e  h i g h e s t  p r o p o r t i o n  o n  

i n s t i t u t i o n a l  c a r e .  
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The i n s t i t u t i o n a l  c a r e  d o l l a r s  ( i . e . ,  h o s p i t a l s  and n u r s i n g  homes) s e r v e  t h o s e  

w i t h  i l . l n e s s e s  and t h o s e  u n a b l e  t o  c a r e  f o r  themselves ,  whereas ambu la to ry  

c a r e  i n c l u d e s  p r e v e n t i v e  ca re ,  such as  c a r e  f o r  p r e g n a n t  women and w e l l  

b a b i e s .  The l a t t e r  e x p e n d i t u r e s  may have b i g g e r  p a y o f f s  i n  te rms  o f  h e a l t h  

s t a t u s ,  p a r t i c u l a r l y  i n  r e d u c i n g  i n f a n t  m o r t a l i t y  r a t e s .  

These p a t t e r n s  t h e n  a r e  r o u g h l y  e q u i v a l e n t  w i t h  t h e  a d j u s t e d  r a t e  o f  

i n c r e a s e  i n  h e a l t h  e x p e n d i t u r e s .  France s tands  o u t  b o t h  i n  te rms o f  t h e  most  

r a p i d  r a t e  o f  i n c r e a s e  i n  e x p e n d i t u r e s  and improvement i n  h e a l t h  s t a t u s  a s  

c a p t u r e d  by in fant  m o r t a l i t y  r a t e s  and l i f e  expec tancy .  The U n i t e d  Kingdom 

a l s o  s tands  out- -but  a t  t h e  o p p o s i t e  end o f  t h e  cont inuum, w i t h  t h e  l o w e s t  

r a t e  o f  i n c r e a s e  i n  e x p e n d i t u r e s  and s m a l l e s t  improvement i n  t h e  h e a l t h  s t a t u s  

i n d i c a t o r s .  The b e t t e r  pe r fo rmance  o f  t h e  F rench  i s  a l s o  c o n s i s t e n t  w i t h  

l i f e - s t y l e  changes----a d e c l i n e  i n  a l c o h o l  p rob lems among women (as measured b y  

t h e  l i v e r  c i r r h o s i s  m o r t a l i t y  r a t e s ,  F i g u r e  5) ,  and a r e l a t i v e l y  l ow  r a t e  o f  

i n c r e a s e  i n  t obacco  c o r ~ s u m p t i o n ( F i g u r e  4 ) .  The F rench  per fo rmance i s  n o t  

c o n s i s t e r i t  w i t h  t h e  i n c r e a s e  i n  r o a d  a c c i d e n t  i n j u r i e s  ( F i g u r e  6 ) .  The U n i t e d  

K ingdom's  l o w e s t  r a t e  o f  i n c r e a s e  i n  h e a l t h  e x p e n d i t u r e s  i s  c o n s i s t e n t  w i t h  

i t s  r e l a t i v e l y  p o o r  per forn lar ice i n  te rms  o f  chang ing  h e a l t h  s t a t u s ,  b u t  t h i s  

may be  o f f s e t  somewhat by  some r e l a t i v e  improvement i n  l i f e  s t y l e ,  such a s  a 

r e c e n t  d e c l i n e  i n  t obacco  consumpt ion,  l ow  r a t e  o f  i n c r e a s e  i n  a l c o h o l  

p rob lems,  and a d e c l i n e  i n  r o a d  a c c i d e n t  i n j u r i e s .  

T a b l e  2 p r o v i d e s  a n  o v e r v i e w  o f  t h e  expec ted  e f f e c t s  o f  m e d i c a l  

e x p e n d i t u r e s  and l i f e - s t y l e  changes.  I t  and t h e  a n a l y s e s  above sugges t  a more 



p o s i t i v e  a s s o c i a t i o n  between aggregate medica l  expendi tures and improvements 

i n  h e a l t h  s t a t u s  t han  o t h e r  cross--nat ional  s t ud ies  have found. The c lues  t o  

f i n d i n g  t h i s  correspondence were (1) a d j u s t i n g  medica l  expend i tu re  increases 

f o r  i n f l a t i o n  and popul.at ion s ize ;  and (2)  t a k i n g  i n t o  account l i f e - s t y l e  

changes. The a s s o c i a t i o n  i s  c l o s e r  than  i t  appears from l ook ing  on l y  a t  t h e  

percentage o f  GNP spent on medica l  expendi tures and h e a l t h  status---but i t  i s  

f a r  f rom a  p e r f e c t  c o r r e l a t i o n .  P a r t  o f  t h e  d iscrepancy may r e f l e c t  t h e  

d i s t r i b u t i o n  o f  medica l  expendi tures and u t i l i z a t i o n  w i t h i n  a  country ,  t h e  

t ype  o f  care suppl ied,  supp l i e r - i nduced  demand, and more gene ra l l y ,  l i f e  

s t y l e s - n u t r i t i o n ,  exerc ise ,  s h e l t e r ,  e t c .  Never the less t h e  a n a l y s i s  does 

suggest t h a t  h o l d i n g  down medica l  expendi tures has some cos t  i n  terms of 

o v e r a l l  h e a l t h .  



T a b l e  2, Ove rv iew  o f  expec ted  e f f e c t s  o f  m e d i c a l  e x p e n d i t u r e  and l i f e - s t y l e  

changes 

C o u n t r i e s  w i t h  most  C o u n t r i e s  w i t h  

Change p o s i t i v e  per fo rmance l e a s t  p o s i t i v e  per fo rmance 

-- .- 
Rate  o f  i n c r e a s e  i n  ~ r a n c e m o s t  U.K. l e a s t  improvement 
m e d i c a l  e x p e n d i t u r e s  improvement; 

Sweden second 
most  improvement 

Tobacco 
consumpt ion  

n l c o h o l  
p rob lems 

M o t o r  v e h i c l e  
a c c i d e n t s  

J o b  r i s k  

P r e d i c t i o n  

U.S,  most  improvement Germany most  d e c l i n e  ( i n c r e a s e  
i n  consumpt ion) ;  

Sweden and U.K,  l i t t l e  N e t h e r l a n d s  second most  
change d e c l i n e  

France most  improvement Germany and Sweden 
females ;  most  i n c r e a s e ,  f ema les  and 
N e t h e r l a n d s ,  U.K. ,  U.S.  males 
l i t t l e  change, males 

Sweden and U.K.  most  France and U.S. 
improvement i n c r e a s i n g  r i s k  

Sweden, most  d e c l i n e  Germany, s m a l l e s t  
i n  r i s k  improvement 

U.S.  and France Sweden and Germany 
s m a l l e s t  i n c r e a s e  most  i n c r e a s e  i n  
i n  e l d e r l y  e l d e r l y  

F rance  g r e a t e s t  U . K ,  l e a s t  improvement, 
improvement, t hough  though  h e l p e d  by  
reduced b y  i n c r e a s e d  r e l a t i v e  improve~nen t  
r i s k  o f  m o t o r  v e h i c l e  i n  l i f e  s t y l e  i n  te rms  o f  
a c c i d e n t s  a l c o h o l  use  and m o t o r  

v e h i c l e  s a f e t y .  



Conclusion 

I f  we assume t h a t ,  i n  t h e  aggregate,  l i f e - - s ty l e  changes a r e  

exogenous--are independent of changes in  medical expenditures-then a dec is ion  

t o  increase  medical expenditures  i s  expected t o  lead t o  some improvement i n  

h e a l t h  s t a t u s .  S imi l a r ly ,  smaller  increases  a r e  expected t o  lead t o  smaller  

hea l th  s t a t u s  inlprovements. This  says nothing about whether money i s  b e t t e r  

spent  inf luencing l i f e  s t y l e ,  including r i s k s  a t  work, o r  medical 

expendi tures .  Nor does it say whether e f f o r t s  t o  r e d i s t r i b u t e  medical care  

d o l l a r s ,  o r  t o  increase  medical care  e f f ec t iveness  would lead t o  g r e a t e r  

improvements i n  hea l th  s t a t u s .  This a n a l y s i s ,  however, ca1l.s i n t o  ques t ion  

the  f ind ings  of those researchers  who s t a t e  t h a t  t h e r e  i s  no demonstrated 

r e l a t i o n s h i p  between medical expenditures and hea l th  s t a t u s .  And i n  doing so 

i t  argues t h a t  t h e r e  a r e  cos t s  i n  terms of foregone hea l th  s t a t u s  improvements 

t o  reducing medical ca re  expenditures .  There i s  a l ink  between medical 

experlditures and hea l th  s t a t u s  but ,  t o  f ind  i t ,  i t  i s  necessary t o  i d e n t i f y  

r e a l  increases  i n  medical expenditures  and con t ro l  f o r  o the r  f a c t o r s  a f f e c t i n g  

hea l th  s t a t u s .  For now, i t  appears  t h e r e  a r e  some costs--as well  a s  b e n e f i t s  

i n  f r e e i n g  resources f o r  o t h e r  uses-.--.to reducing t h e  r a t e s  of growth of hea l th  

expendi tures .  
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