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Title: 

The Effect of Health Capital on Income Equality in OECD countries – Implication 

for National Health Insurance and Private Health Insurance 

 

Purpose of research: 

  

As a sequel to our presentation of the APRIA 2014 which focused on the effect 

of health capital on economic growth in OECD countries, this study investigates 

the effect of health capital on income inequality depending upon how to finance 

health care expenditure – national health insurance system (NHI system, i.e. Korea 

system) vs. national health system (NHS i.e. UK system) vs. Private health 

insurance system (PHI system USA, Switzerland).  

Since countries with NHI system or NHS system in most cases maintain PHI 

system as well, we can estimate the effect of all the systems in combination to 

see relative impact of those system on income inequality. The PHI is a focal point 

in this research which may either enhance or aggravate income equality, 

depending upon the major social class of the PHI’s policyholders   

 

Background of research: 

 

Health promotion plays a pivotal role not only in economic growth (Hartwig, 

2010) but also in income equality. Unlike high income people, low income people 

suffer from lack of disposable income as well as from less opportunity to enjoy 

healthy life. Possibly, the latter class may be more protected by NHS or by NHI  

and less protected by PHI to some degree. This reasoning, however, may be 

subject to coverage or comprehensiveness of NHS or NHI.   

Increasingly, numerous governments tend to spend most of its public budget 

on health promotion, in spite of difference in shape of public health service 

system. With the National Health System (NHS) and National Health Insurance 

(NHI) in major typology of the public health service system, the former is likely to 

be more progressive (Wagstaff, et al).     
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Model for Empirical analysis: 

 

Income disparity model is a basic framework for this empirical research, which 

is conducted with respect to human capital including health capital in a dynamic 

panel data set-up; 

, 

 Human capital (medical expense)  Income disparity (Gini’s coefficient) 

 

 

 

Where GDP = Gross Domestic Product,  

       HE = Health Expenditure, 

       PEE = Ratio of children entering in to primary or middle school  

       TI = Investment divided by GDP 

       GD = GDP divided by government debt 

       GINI = Gini ratio  

 

Taking previous research tradition, health is measured with the following three 

variables; life expectancy, survival rate of adult, and medical expense.   

 

 

 

Data/Methodology 

 

Using the OECD Health Data, SWIID(Standardized World Income Inequality 

Database), World Bank Edstats (for school entering), we examine if health care 

expenditures as a proxy of health capital are related to income inequality around 

OECD 26 countries 1980-2008. And this study examines different implications of 

health care financing through taxes (NHS), public insurance (NHI), and private 

health insurance (PHI) 

  As to methodology, we hire system GMM (General Method of Moments) to 
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control potential endogeneity problem between GNP and GINI. And we try to 

explore the possibility whether the inverse – U Kuznets hypothesis can be 

accepted or not by applying a non-linear regression model. 

 

 

Results: 

 

The following is our finding through this empirical research.   

First of all, over the 30 years period (1980-2008), the research finds a negative 

relationship between total/public/public/private current health expenditures and GINI, 

which implies a positive effect of the former to the latter.  

Second, the balanced panel data analysis over 20 years (1999-2008), the same results as 

the above were found except the insignificant impact of PHI on GINII 

Third, interestingly, the PHI was found to significantly influence GINI only in NHI system, 

but not in NHS system.  

We need to discuss the results in more detail. 
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