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Testifying the Target-lncome Hypothesis?The Effects of Adjusting
Physician Fees on Physician Behavior
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In order to restrain the uprising of medical expenditure, the Central Health Bureau
has implemented the Global Budget for a few years. The main aim of this system is
to inhibit the unreasonable increase of medical expenses, and can also transfer the
financial burden from the Bureau to the health care providers i.e. hospitals. Under
this circumstance, health institutions has been carrying out a policy to decrease the
payment to medical employees i.e. reduction of the base of physician fee.

Since physicians are health services providers and also they provide these services

under the agreement of patients; besides consideration of patient&apos;&apos;s



benefits, physicians&apos;&apos; decision making will also influence by their own
privileges. Medical information is usually unbalance between patients and
physicians; under this situation, the problem about physicians who will have the
tendency to induce the demand of medical services may be existed.

Investigations about the topic of “Supply Induces Demand (SID)” are numerous in
the other countries; however, this kind of study is rare at this geographic area.
Furthermore, investigations about using the "Target Income" of physicians as a
study subject to evaluate the practicing behavior of physicians are even rare. Under
this background, we have the interest to evaluate this kind of phenomenon. This
study focuses on the topic: “Target Income Theory” and using this as a tool to
investigate the phenomenon of health care providers (i.e. physicians) induced
demand of medical services and provide the results of this study to hospital
managers in planning the strategy of hospital management; and as a reference for
the construction of future health policy . There are three important points of this
study: (1) Under the circumstance of global budget, evaluate the “Target Income
Theory” with referring to the practicing behavior of physicians. (2) The results of
this study can provide to the hospital managers as a reference in planning the
strategy of hospital management. (3) This study may be used as a reference by the
Central Health Bureau in reforming the payment system of medical services.

This study included 88 attending physicians from a single regional hospital which
has decreased the base of physician fee . By using the new system of physician fee
counting as a cutting point (October 2002); we selected July to September, 2002
and November, December 2002 and January, 2003 as two groups ( the duration was
3 months for each group) to carry out statistical analysis. The reason for choosing
these months as two groups for comparisons is due to the prominent practicing
behavior change just after the implementation of a new system. And also before
June 2002 was the SARS period.

In conclusions, from the observation of the outpatient section, the downward
adjustment of the physician fee base will result in the induction of more medical
services in order to attain “target income”. As for the inpatient section, besides the
amount of laboratory tests and technical charges, radiological examinations and
their technical charges; adjustment of physician fee resulted in the phenomenon of
physician-induced medical services in order to increase the volume of services for

the maintenance of the “Target Income”.



