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Abstract

The aim of this study is to investigate private and public investment on the growth of the
health sector in Iran. For this purpose, the model was investigated with the multinomial
logit approach; the 1981-2019 period data of the variable were used. Based on the results of
the model with the increase of private investment, the growth of the health sector increases.
Also, with the increase of public investment, the growth of the health sector will increase.
Among the economic factors economic growth and interest rate lead to an increase. In
foreign direct investment, exchange rate and inflation rate, lead to a decrease in the growth
of the health sector. Among the social factors, the literacy rate leads to an increase and the
AIDS rate leads to a decrease in the growth of the health sector; among the environmental
factors, the population (urbanization rate) leads to an increase in the growth of the health
sector. Also, according to the defined model and the examination of the final effects, the
health expenditure index and the health index (life expectancy) are related to the growth
of the health sector, and the increase of these two indices causes the growth of health
in Iran. Paying attention to the role of governance in the public sector investments and
the profitability of private sector investments, creates favorable and eligible conditions for
optimality using foreign direct investments. It also plays a role on education and training,
with regard to its positive impact on health growth. Also, emphasizing the role of education
and providing new and free medical services to AIDS patients is one of the suggestions of
this research in improving the health sector in Iran.
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1. Introduction

Economists and policy makers make many efforts to find the optimal method and
mechanism to improve the health of the society, for human happiness. If the health
threatening factors are unknown, the actions taken with the aim of improving health in the
society will be carried out in a doubtful or ineffective way. The limited resources of
developing countries, have been spent for years in such a way that the only result was a
decrease in the health of the society and an increase in mortality. Therefore, knowing which
factors will be effective in improving health increases the health of the individual and
society and helps individuals and governments in the optimal allocation and spending of
limited individual and national resources (Raghupathi V. et al., 2020).

All governments need sufficient financial resources to invest in health. Factors such as
the non-realization of all predicted sources from national income, exchange rate
fluctuations, population growth, inflation, and unforeseen and costly events is what makes
governments unable to participate in this type of investment. Furthermore, the investment
of the private sector in health, like any type of investment, is associated with the expectation
of a return on the investment and the benefit resulting from it. The amount of income
available to people and income inequality are among the social factors affecting health
(SDH). Also, unemployment reduces the quality of human capital. With the decrease in
income people will not be able to cover health expenses. Therefore, economic growth is
related to the increase in people's income, and the increase in income inequality is related
to the health of people in society.

Another factor affecting household health costs is life expectancy. With the increase in
life expectancy and the willingness of people to work, investment and wealth creation

increases, as does the level of per capita income.

2. Material and Methods

In this research, we used data from 1981:2019; and following the studies of Canbay et al.
(2022) and Giammanco et al (2019), using the Multinomial logistic regression model,
private and public investment on the growth of the health sector in Iran was investigated.
For this purpose, we used discrete regression models in which the dependent variable
chooses values (0, 1 and 2). Therefore, the dependent variable in this model, which is used
to examine private and public investment on the growth of the health sector, chooses the
values (0, 1, 2), in term of Multinomial logit regression. This model considers variables

related to explanatory variables affecting the growth of the health sector. The dependent
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variable emphasizes the growth of the country's health sector, which is zero, one and two

by using virtual variable.

In this study, 10 variables have been used as representatives of economic, social and
environmental factors affecting the growth of the health sector. Economic growth, private
investment, public investment, foreign direct investment, literacy rate, AIDS rate,
population, exchange rate, inflation rate, and interest rate have been used as economic,
social and environmental factors affecting the growth of the health sector. In this study
several database have been used; Central Bank of the Islamic Republic of Iran (CBI); WDI
and WHO.

After measuring the reliability of research variables, the growth of the health sector in

Iran is discussed using the Multinomial logit model.

3. Discussion

The interpretation of the Multinomial logit model coefficient values is complicated; so, we
used the final effect on the dependent variable for interpretation of the model. As shown in
Table 4, McFadden's statistic indicates the optimal explanatory power of the model. Also,
because of the calculated Hosmer-Lemeshow test statistic, the appropriateness of the
model's explanation is proven. It means, the estimated model has a good fit and the
explanatory variables of the model have the ability to explain the dependent change.

a) The estimation results of the first Model: The results of calculating the effects,
according to the results of Table 2, private investment has a significant positive effect on
the growth of the health sector. Also, public investment has a positive and significant
impact on the growth of the health sector. The results related to the final effects show that
among the economic factors, economic growth and interest rate lead to an increase, while
foreign direct investment, exchange rate, and inflation rate lead to a decrease of the growth
of the health sector. Among the social factors, the literacy rate leads to an increase and the
rate of AIDS leads to a decrease in the growth of the health sector. Among the
environmental factors, the population leads to an increase in the growth of the health sector.

B) The estimation results of the second model: The results of estimating in the second
model showed that the health index and the health expenditure on the growth of the health
sector have been investigated. According to the results of Table 3, the estimated coefficient
for the health expenditure and health index variables are significant at the 99% level. The
results of the final effects section also show the positive impact of health expenditure and

health index on the growth of the health sector.
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4. Conclusion
The proposed models explain the dependent changes based on the results. As stated by
results, the positive correlation between health and economic growth, as well as the
growing health expenditures and lack of resources, it has become necessary to invest in
these services.

Based on the results, private and public investment is effective on health outcomes in
Iran like other countries that have a mixed health financing system (Raisi et al., 2018).
Private investments in health systems, especially in poor and remote areas, are stimulated
by the purchase of health services by the public sector. The results of this research confirm
the impact of private and public sector investment on the growth of the health sector.

Foreign direct investment is always considered as an auxiliary lever to lift the financial
burden from the host government. As the results of this research showed, foreign direct
investment has not had a positive effect and has caused a decrease in the growth of the
health sector in Iran. In recent years, foreign direct investment in Iran has been
insignificant, possibly due to a lack of infrastructure to facilitate this type of investment.
Literacy rate and education level are important indicators in improving the health of the
individual and the society. The results of this study confirm the role of education and
literacy rate in the growth of the health sector in Iran. One of the important social
components affecting health is AIDS. Poverty, hunger, socio-economic inequalities and
lack of proper education due to social taboos are among the causes of this disease. As the
results of this research showed, contracting AIDS in Iran also has a negative effect on health
growth. According to the results of this study, the increase in health expenditures and the

health index leads to the growth of the health sector in Iran.
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Diag. 1: Conceptual model of the study
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Tab. 3: Multinomial Logit Model Estimation
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