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Economic Characteristics and Asymmetric Information in Health Care
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Abstract : Since the medical service has some peculiar characteristics, the medical service
supply system, such as medical insurance systems and various government regulations is
also unique and different from the supply system in free market. For this reason, from the
agency theory, the relation between a principal and an agent in the medical service is
multistory and complex.

Therefore, the relation between a client (principal) and a doctor (agent) is that a doc-
tor is not necessarily functioning as an only agent of a client.

Especially, since the medical service is the service in which there is asymmetric infor-
mation notably and typically, problems of supplier induced demand and small area variation
appears typically.

In this paper, I will prepare the argument for examining how degree the logic of such the
characteristic — unique relation between a principal and an agent — remarkable informa-
tional asymmetry —physician induced demand or small area variation— is reasonable and ap-
plicable.
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