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Abstract  

This paper investigates the long-run economic relationship between health care 

expenditure and income in the world using data on 167 countries over the period 1995-2012, 

collected from the World Bank data set. The analysis is carried using panel data methods that 

allow one to account for unobserved heterogeneity, temporal persistence, and cross-section 

dependence in the form of either a common factor model or a spatial process. We estimate a 

global measure of income elasticity using all countries in the sample, and for sub-groups of 

countries, depending on their geo-political area and income. Our findings suggest that at the 

global level, health care is a necessity rather than a luxury. However, results vary greatly 

depending on the sub-sample analyzed. Our findings seem to suggest that size of income 

elasticity depends on the position of different countries in the global income distribution, with 

poorer countries showing higher elasticity. 
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Table 2A CIPS panel unit root tests statistics WORLD 

Number of lag 

0 1 2 3 

hit -2.004* -1.865* -1.898* -1.805 

y it -1.735 -1.697 -1.559 -1.153 

Publ it -2.187* -1.911* -1.870* -1.808 

�h i t -3.696* -2.903* -2.294* -2.411* 

�y i t -3.293* -2.682* -2.059* -2.661* 

�publ i t -4.078* -2.664* -2.181* -1.689 

With an intercept and trend 

hit -2.625* -2.607* -2.425* -2.851* 

yit -2.258 -2.372 -2.133 -2.813* 

Publ it -2.562* -2.181 -2.146 -1.97 

Notes: (*): significant at the 5 per cent significance level. 
See Pesaran (2007) for the exact critical values of the CIPS statistic. 







 

                                                       

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

Table 5A. Cointegration test, Income classification 

(A) MG Robust 

Income Model 1 Model 2 Model 1 Model 2 

High Value p-value Value p-value p-value p-value 

G t -2.649 0.01 -2.521 0.53 0.63 0.815 

G a -9.506 1 -8.654 1 0.625 0.615 

P t -19.196 0 -19.725 0 0.44 0.53 

P a -10.961 0.01 -10.706 0.41 0.275 0.315 

Upper-middle 

G t -3.371 0 -2.945 0 0.05 0.525 

G a -11.81 0.58 -9.117 1 0.19 0.825 

P t -23.953 0 -19.005 0 0.24 0.995 

P a -12.439 0 -10.754 0.4 0.36 0.95 

Low-middle 

G t -2.995 0 -3.217 0 0.175 0.51 

G a -10.078 0.97 -4.947 1 0.35 0.715 

P t -16.635 0 -14.673 0.71 0.705 0.855 

P a -7.86 0.88 -6.259 1 0.78 0.885 

Low 

G t -2.717 0.01 -3.074 0 0.675 0.34 

G a -9.549 0.97 -4.627 1 0.79 0.525 

P t -12.474 0.04 -13.556 0.03 0.55 0.915 

P a -8.767 0.56 -8.725 0.91 0.47 0.855 



 

 

                                               

 

 

 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 

Table 6A. Cointegration test, Geo-politics classification 

(A) MG Robust 

Geo-Politics Model 1 Model 2 Model 1 Model 2 

Value p-value Value p-value p-value p-value 

WEOG 

G t 
G a 
P t 
P a 

-2.208 

-8.11 

-9.465 

-6.715 

0.83 

0.998 

0.844 

0.962 

-2.76 

-5.075 

-11.173 

-8.326 

0.09 

1 

0.52 

0.94 

0.825 

0.79 

0.705 

0.625 

0.97 

0.905 

0.6 

0.28 

Asia-Pacific 

G t 
G a 
P t 
P a 

-3.556 

-12.175 

-22.187 

-11.946 

0 

0.44 

0 

0 

-3.117 

-8.981 

-18.168 

-10.518 

0 

1 

0 

0.49 

0.01 

0.05 

0.29 

0.345 

0.36 

0.27 

0.995 

0.975 

Eastern EU 

G t 
G a 
P t 
P a 

-2.81 

-8.292 

-10.975 

-6.874 

0.01 

1 

0.11 

0.94 

-3.352 

-7.946 

-13.144 

-7.614 

0 

1 

0 

0.98 

0.59 

0.865 

0.655 

0.78 

0.36 

0.65 

0.475 

0.685 

GRULAC 

G t 
G a 
P t 
P a 

-3.08 

-11.063 

-15.454 

-10.003 

0 

0.77 

0 

0.18 

-3.27 

-7.536 

-15.254 

-9.311 

0 

1 

0 

0.82 

0.225 

0.345 

0.43 

0.505 

0.27 

0.625 

0.515 

0.405 

African 

G t 
G a 
P t 
P a 

-2.726 

-10.059 

-17.481 

-9.4 

0 

0.98 

0 

0.3 

-2.984 

-7.53 

-17.249 

-8.269 

0 

1 

0.06 

0.99 

0.605 

0.615 

0.525 

0.395 

0.675 

0.89 

0.93 

0.865 



 

  

 

 

 

  

 

 

Figure 

Figure 1 Geo-Politics and Income Classification 
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