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Delinriion 3

Demand is the ability and desire to Pay for goods and services. Demand 1 How ovich_con dhe Coffumer Ouy Sar
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If there 1s a high demand, the for-profit sector, governments will VL0t 116 Nlan Sk Sicga e (s
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supply those wants . =
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Demand refers to how much (quantity) of a product or service is W Bdio S Lt S
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desired by buyers or consumers. :

The quantity demanded is the amount of a product people are

willing to buy at a certain price; the relationship between price and

*
quantity demanded 1s known as the demand relationship

Gl
In general, demand reflects : Demand

Ob_]ettl\?el\f observaﬁue as

» Population health needs, behavior in the market.

» Their ability to pay for * Money is a key factor.
i .I&»:‘t‘. = "Demand"” is also called
service utilization % effeertive demand.”
» Availability of services to because it's exprested

only by spending money.
be used. T

Health is treated as a store which degrades s over time in
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the absence of "investments" in health, so that health is viewed

as a sort of wealth. _daicnmd Jadionstd gmaa s,

Investment in health is costly —alss
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Need versus demand...

demanded is too
nder-use or over-

* If one believes qu
little or too much (e.g.
use of emergenc

manipulated &y changing,
— price or er costs to buyer, or
— demand through marketing or de-marketing

A model of demand for medical

care...
~ ¥
* According to Michel Grossman, consumers
have a demand for health for two reasons:

483000 dalis ﬁU\b v
FHealth is a co®nsumptlon commodity—it makes
the consumer feel better
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— Health is an investment commodity—a state of e LI,

health will detefmine the amount of time
available to the consumer for productivity
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Grossman’s demand model...
®» Accordin%to this model every one mhents a %—‘xflwhm_dyu_uuqs_

=¥“stock of health when born

* Health depreclated overtime, however an
investment is required to $iiStain health

* As peoples’ age advances there is an increase
in rate of illness and in the utii:zation of health
services. o

Pt

* The stock of health/;:an be sustained by
investment_to maintain health., such as use of

health serwies and health promotmg activities
j:”

Grossman’s demand model... .

- A wew of medical care demand being
derlved from the demand for health
|mplles the following:

— increase in age result in an increase in the
rate at which the person’s stock of health

dépreciates
iy Aaall (5 e
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— Over the life cycle people will attempt to offset
part of the increased rate of depreciation in
thel\[ustock of health by increasing their
expendlture on health
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—the demand for medical care will

increase with increases in person’s 66
iNcome or stedard of living Sumnory W
NNAANS A

Inyestment Commodity v Produckivily 99
Grossmans Demand model (up Realth (s < Consomphion Commodivyed consumer will Seed betber ‘)
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Quantity demanded is negatively related to
price. This implies that the demand curve is Mﬂw
*downward sloping (holding ALL othert >
variables constant)
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— Douiluard % oD
- Upward ¢y d

e Law of Demand <lkall & ¢ild o .
(p —The law of demand states that, the

quantity (q) demanded of a good falls

when the price (p) of the good rises

Demand Schedule —-su»— Table  gr.sd) lawot Devand owociabigd

— The demand schedule is a table that shows the
relationship between the price of the good and the

quantity demanded.
Market Demand
Market Demand Schedule Schedule
. Price of a Number
prosty) | TR DERRNG small demanded
(units) = per day
50.25 890
5.00 610 = =08
10.00 460 $0.75 480
15.00 350 $1.00 470
" $1.25 410
:0.00 270 $1.50 350
25.00 220 51.75 280
30.00 180 $2.00 240
35.00 150 $2.25 200
$2.50 150
‘%‘ anlSlr_ot!Me_uo 52.75 100
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Demand Curve
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— The demand curve is a graph of the relationship
between the price of a good and the quantity

—— Ice-Cream Cones
2. ...increases quantity
of cones demanded.

demanded.
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Understanding The Concept of
Needs, Wants and Demands

Substitutes Jil
— Other goods or services which sati,siv the same c;
wants or provide the same characteristics a2
—E.g;

0‘,\1‘ T /"(Gf)
* Doctor versus general practitioner

. Gen%gric and brand name medications
* Private and public hospitals

2 WA .
— If the generic mediation decreases in price,
demand for brand name will decreases T
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How can we reduce the quantity of smoking
demanded in the population ?

How can we reduce the quantity of smoking
demanded In ¥ne popelokion ©

€R
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1. Public service announcements, mandatory health warnings

o
on cigarette packages, and the prohibition of cigarette

s

advertising on television are policies designed to reduce the

demand for cigarettes.
Tared

2. Raising the price of cigarettes (through tobacto taxes) lowers

the quantity of cigarettes demanded

el uany




3.Studies have shown that a 10% increase in the price

of cigarettes causes a 4% reduction in the quantity
of cigarettes demanded. For teens a 10% increase in

price leads to a 12% drop in quantity demanded.

4. Studies have also shown that a decrease in the price

of cigarettes is associated with greater use of

=
marijuana. Thus, it appears that tobacco and

COVAS
marijuana are complements.

Healthcare Economic Terms:
3- Supply
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SUPPLY

“Be Gtfong,
You maKe
* Quantity supplied is the amount of a good that Your Success
D"":;m"\ gu Ohly E You
sellers are willing and able to sell. and produce it . \Janl.
* Law of Supply ods
2"

— The law of supply states that, the guantity supplied

of a good rises when the price of the good rises.

11

* Supply Schedule

—The supply schedule is a table that shows the
relationship between the price of the good and
the quantity supplied
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* Supply Curve VoV’ Impoctant

— The supply curve is the graph of the relationship between
the price of a good and the guantity supplied.
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A rise in the price Cane Cawilibciomy e\ Supply
of ice cream

cones results in a

movement along $2.00

the supply curve.
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What are the supplies in healthcare?

Qs £ Generol  Ploctikioners
1- Labor time of various trained professionals, such as GPs,

specialists, nurses, medical technicians, pharmacists, and many

others

<t CRRwC ablanhh
2- Prucedures and testmg, such as magnetic resoﬂaﬂce imaging

x ot
{MRI) scans and Iahoratuw analyses of blood samples

3- Hospital and nursing care services

SO\ 2

4- IEr*r'he_-rglEnlt:',f services such as ambu Iances

W0
5- Pharmaceutical products (which itself covers a huge range,

Grasdivzash
from bandages to chematherapy drugs)

Equilibrium *I"\W*“\*

Equilibrium refers to a situation in which the price has Eilibeiom (3 o0 at
reached the level where guantity supplied equais price  jau yGu Equilibriom 3

guantity demanded.

Demand Schedule Supply Schedule
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At $2.00, the quantity demanded

= : s s Figure 8 The Equilibrium of Supply and Demand
Is equal to the quantity supplied! =3

Price of

lee-Cream

oo . Cons
| =

Supply

Equilibrium price /Euwlmnum

Equilibrium
quant
I I N L b ]
0 1 2 3 4 5 6R7)8 8 10 11 12 13

U Q;:W C\ITVCS <~ U Quantity of lce-Cream Cones




* Law of Demand <kl &gl

\p — The lawof demand states that, the

* Law of Supply

— The law of supply states that, the quantity supplied

of a goodrises when the'price of the goodrises.
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Figure 8 The Equilibrium of Supply and Demand
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