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ABSTRACT

Funding; See Page 393 Estimation of the income elasticity of health costs is important in determining the

Received: 18 Aug 2016 policies adopted in health sector. Previous studies in this area has been done with the
: assumption of the model certainty; while ignoring the problem of model uncertainty
can lead to bias and overlooking parameters that result is inappropriate forecasts and
incorrect statistical inference. Thus, the main objective of this study is to estimate
income elasticity of health costs in Iran under uncertainty of model from 1979 to
2013. For this purpose, the Bayesian approach was used because of its favorable
characteristics for the assumption of model uncertainty. Estimation of 40000 regres-
sion and Bayesian averaging from the coefficients of the 24 effective variables on per
capita costs of the health sector shows that per capita income is the most important
determinant of these costs. The income elasticity of health costs is estimated ap-
proximately 0.7, that shows health an essential commodity in Iran. Accordingly, we
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26. Likelihood

27. Posterior

28. Bayesian Averaging of Classical Estimates (BACE)
29. Bayesian Model Averaging (BMA)

30. Ordinary Least Squares (OLS)

31. Diffuse Priors
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34. World Development Index (WDI)
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