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The Analysis of the Healthy Tourism Quality and the Firm
Policy-Making Behavior

Ren-Guang Lue*, Wen-Cheng Wang™**

Abstract

Health is a permanent subject for people. As incomes and the standard of living
grow up, people recognize the importance of health care more often. Tourism with
health care (Health Tourism) is introduced to the market to fulfill the needs of elders
who preserve health, the disabled patients who can’t travel for a long distance, and the
workers who need to release off pressure. Countries may adopt different strategies to
promote their health tourism industry. Some focus on good technology and service,
while others emphasize on care through body, mind and spirit. In this paper, we want
to set up a health-tourism model to explain the motives and behaviors of consumers
engaging in health tourism. Our study is based on Tirole(1988), Economides (1999),
Chan and Leland (1982), and Cooper and Ross’ (1985) economic theory and model to
explain the quality of healthy tourism and health tourism industry policy-making
behavior. We get three points to draw conclusions: First, the quality of health tourism
that the firm provides is lower than the ones that in the social optimum. The firm
provides unsatisfying service so that the firm may face the problem of moral hazard.
Second, while the knowledge of consumers increases, the bound price of the
high-quality healthy tourism will descend. Our study provides some suggestions to
policy makers: The government should enhance knowledge of the health tourism
operators to reduce the risk of moral hazard. In addition, while the consumers have
the knowledge of health tourism, the price settled by the firm were high enough, the
possibility of the price falls in the social optimum price zone. In other words, the high
price can deliver the signal that the healthy tourism is high-quality. Third, if the
healthy tourism industry has no vertical integration, the profits will become smaller. If
the quality promotes, then the firm will provide the low-quality health tourism. On the
other hand, if the health tourism industry has vertical integration, the profits will
increase as the quality promotes. Then the firm will provide the high-quality health

tourism service.

Keywords: health tourism, policy-making behavior, moral hazard
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