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Robust Determinants of Health Sector Costs in Iran: Bayesian Model
Averaging Approach

@ Abstract Alizadeh M", Golkhandan A’

Introduction: Identify of factors that influence on health costs can be useful in
determine the best policy to control and manage the health costs. Previous studies in this
area has been done with assumption the certainty of model; While the lack of attention
to the problem of model uncertainty can lead to bias and lack of performance in
estimation of parameters that result is inappropriate forecasts and incorrect statistical
inference. So, the main objective of this study is identify the robust determinants of
health sector costs in Iran under uncertainty of model.

Methods: This study uses the statistical data of 22 variables that affect health sector
costs based on theoretical and empirical studies, is paid to identify the robust
determinants of these costs in Iran during 1979-2013. For this purpose is used the
Bayesian Averaging of Classical Estimates (BACE) approach (due to favorable
characteristics for the assumption of model uncertainty). Also, the statistical analyzes
were performed using the R software.

Results: estimation of 40000 regression and Bayesian averaging from the coefficients
shows that per capita income with the possibility of 0.98 and coefficient of 0.70,
urbanization rate with the possibility of 0.93 and coefficient of 1.25, per capita public
health costs with the possibility of 0.83 and coefficient of 0.29, dependency ratio with
the possibility of 0.50 and coefficient of 0.27, physician per capita with the possibility
of 0.49 and coefficient of 0.20 and the unemployment rate with the possibility of 0.38
and coefficient of -0.07, are non-fragile and robust variables.

Conclusion: The results indicate that the most important determinants of health sector
costs in Iran are respectively: per capita income, urbanization rate, per capita public
health costs, dependency ratio, physician per capita and unemployment rate. The effect
of all these variables on per capita health sector costs in the long run are sure and strong.

Keywords: Health Sector Costs, Uncertainty of Model, Bayesian Model Averaging
Approach, Iran.
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