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!he quantity demanded 1s the amount of a product people are
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willing to buy at a certain price; the Eelationship between price and

quantity demande@'s known as the demand relationship
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In general, demand reflects : . Demand
W (B
ObJectlveiW?)# rvable as

"DemangH 1S aiso ca!ied

(Q'd
Health is treated as a store which degrades L2 over time in
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Investment in health is costly <lS«
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Need versus demand...x‘

* Health plans that focus on need and
ignore demand will face under- or over-
utilization of service capacity

* If one believes quantity demanded is too
little or too much (e.g. under-use or over-
use of emergency room) relative to need,
then quantity demanded must be
manipulated by changing,

— price or other costs to buyer, or
— demand through marketing or de-marketing
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A model of demand for medical

care...
Ci N

= According toQMichel Grossman), consumers
have a demand for health for two reasons:

A\~ Health is a consumption commodity—i
O,J\A it makes

'+ 7 the consumer feel better
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_ : —a state of
f 5 health will determine the amount of time
avaigtb\le to the consumer for productivity
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Grossman’s demand model...
s
» According to this model every one inherfts a
s stock of health when born .54 |, . R A
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* 'Health depreciated overtime, however an
iInvestment is required to susta\}g health
2D\ Blad

* As peoples’ age advances there is an increase
in rate of iliness and in the utilization of health

services. @9 saic danall ;g jae Ji LS eally 5 Lad 3l L
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* The stock of health can be sustained by

investment to maintain héalth., such aswse of

health services and health promoting activities
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Grossman’s demand model...
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* A view of medical care demand being

o derived from the demand for health
w=implies the following:
" —increase in age result in an increase in the

rate at which the person’s stock of health

depreciates isy 1 s e o
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— Over the life cycle people will attempt to offset
part of the increased rate of dé)pl'f'éciation N
their stock of health by increasing their
expen,cioi.t{.lre on health
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—the demand for medical care will
iINcrease with increases in person’s
income o0 daall e adlail o ) LS Gaddl Jas ol WS
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—The law of demand states that, the
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Market Demand Schedule
, Quantity Demanded
Price ($) (units)

5.00 610
10.00 460
15.00 350
20.00 270
25.00 220
30.00 180
35.00 150

‘%ﬁ WallStreetMojo

Dr. Omnia EImahdy

Market Demand
Schedule

Price of a Number
Small demanded
Soda per day

$S0.25 890

$0.50 500

S0.75 480

$1.00 470

$1.25 410

$1.50 350

$1.75 280

$2.00 240

$2.25 200

$2.50 150

$2.75 100
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Demand Curve — "
i|i v £~
between the price of a good and the quantity

Demand Curve

Price
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Price of
Ice-Cream Cone
$3'OO Price of Quantity of
Ice-Cream Cone Cones Demanded
250 |- - $0.00 12
' | 0.50 10
I 1.00 8
1. A decrease l 1.50 6
in price ... \Z(jo : | iy 4
: : 2.50 2
150 b---“-- -1 3.00 0
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1.00 —'":"“: """"
I 1
l I
0.50 ————:————: -----------
1 1
I R | |
O 1 2 3 45 6 7 8 9 101112 Quantity of

__— Ice-Cream Cones
2. ...increases quantity
of cones demanded.
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Substitutes Jiln = &3Sy = i:’wms»@ e

— Other goods or services which satisfy the same

wants or provide the same characteristics
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* Doctor versus general practitioner  Js¥) gl e ikl
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» Generic and brand name medications
* Private and public hospitals

— If the generic medication decreases in price,
demand for brand name will decreases
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‘ASPIRIN
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How can we reduce the quantity of smoking
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How can we reduce the quantity of smoking
demanded

b D\ ARt
1. Public service announcements, mandatory health warnings
on cigarette packages, and the prohibition of cigarette

e (Y
advertising on television are policies designed to reduce the
Coay/
demand for cigarettes.
EN NG

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

the quantity of cigarettes demanded
Glhll Jay () 1

Dr. Omnia EImahdy 26



3.Studies have shown that a 10% increase in the price
A\l
of cigarettes causes a 4% reduction in the quantity

of cigarettes demanded. For teens a 10% increase in
oLy
price leads to a 12% drop in quantity demanded.

4. Studies have also shown that a decrease in the price
. L T |
of cigarettes is associated with greater use of

marijuana. Thus, it appears that tobacco and

3 OUSS
marijuana are complements.

Dr. Omnia EImahdy 27



Sranaall L atall Agls,
Foculty of 8

» N YOOCOH

Healthcare Economic Terms:
3- Supply
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sellers are willing and able to sell.
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Law of Supply €c=s0e s cilidle) L) Jexty )l Chaga daludl 038 (o LY
=058\ 2,5\
— The law of supply states that, the lquantity supplied

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




e Supply Schedule

— The supply schedule [is a table that shows the
relationship between the price of the good and
the quantity supplied
¥ N5 20, NASWN 2K

Price of Quantity of
lce-Cream Cone Cones

$0.00
0.50
1.00
1.50
2.00
2.50
3.00
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 Supply Curve

— The supply curve is the graph of the relationship between
the price of a good and the guantity supplied.

Price of
Ice-Cream

Cone
$3.00
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2. ... increases quantity of cones supplied.
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Change in Quantity Supplied

Price of Ice-
Cream
Cone

$3.00
A rise in the price

of ice cream
cones results in a
movement along
the supply curve.

Quantity of
Ice-Cream
Cones




What are the supplies in healthcare?

1- JESBSRNEIMEN of various trained professionals, such as [GPs,
specialists, nurses, medical technicians, pharmacists, and many

others

2-|Procedures and testing, such as magnetic resonance imaging

(MRI) scans and /laboratory analyses of blood samples

3 Hospital and nursing care services

4 Emergency services such as ambulances

5- IBRafmaceuticallproduets (which itself covers alhuge range;

from bandages to chemotherapy drugs)




Equilibrium

Equilibrium refers to a situation in which the price has
reaccfe’éd the level where quantity supplied equals

. .
quantity demanded. supPlf = Nowond
Demand Schedule o Supply Schedule
Price of Ice-Cream Cone Market 40\53\ Price of Ice-Cream Cone Market

$0.00 19 ey $0.00
0.50 16 Jeas Lﬁﬂ‘ S g 0.50

1.00 13 o P 1.00
10 I 1.50
ﬁ; 7 D4 ij‘ 5 giuall qm
£ ? supplied ¢ skt ="
3.00 1 3.00 13
and demanded f
At $2.00, the quantity demanded
Is equal to the quantity supplied!
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SUPPLY AND DEMAND
TOGETHER

Demand Schedule Supply Schedule

Price of Ice-Cream Cone Market Price of Ice-Cream Cone Market

$0.00 19 $0.00
0.50 16 0.50

1.00 13 1.00
150 10 1.50

ez > Ca
2.5 4 o0

3.00 \ 1 3.00

At $2.00, the quantity demanded
Is equal to the quantity supplied!




Figure 8 The Equilibrium of Supply and Demand

Price of
Ice-Cream
Cone Supply
_~ Equilibrium price

/ Equilibrium
$200 ................................................................... ;

Equilibrium Demand

E/quantity
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Quantity of Ice-Cream Cones




