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Newhouse 1992

In many countries, the
aggregate hedth expenditures or the
health care expenditure per capita have
risen for 30~40 years. Newhouse 1992
has mentioned that five factors affect the
medical demand and the supply of
services—aging, the spread of insurance,
the growth of income, supplier-induced
demand and differential productivity
growth. His view is that these five
factors account for under haf or a
quarter of the increase in medical care

expenditure. He attributed the residual
increase to technological change. This
project attempts to explore the
interrelationships among technological
change and medica demand by
synthesizing the Grossman 1972
model of health demand and the Ramsey
model. The result indicates that the
individual has the stronger incentive for
medical utilization if the technological
change makes the medical care more
efficiently to reduce illness time than
before. Then medica expenditure
increases faster and faster.

health care expenditure per
capita,
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