
CHAPTER 3

DEMAND, SUPPLY AND THE CONCEPT OF UTILIZATION

In Bangladesh the demand for hosp ita l beds a t the Thana health  
complexes are le ss  than the supply, and thus underu tilized  but in the D is tr ic t  h o sp ita ls  the demand for beds are more than the supply and 
thus o v e ru tiliz ed . In both cases the demand and the supply are not in equilibrium , as a re s u lt  there are some impacts on u t i l iz a t io n ,  e ith e r  
u n d e ru tiliz a tio n  or o v e ru tiliz a tio n . This th es is  attempts to propose a 
methodology to  assess the impacts of the u n d e ru tiliza tio n  and 
o v e ru til iz a tio n .

3.1 Demand and Supply
3.1 .1  Demand ะ

The demand fo r a commodity is  the amount of i t  th a t a consumer 
w ill purchase or w ill be ready to take off from the market a t a various 
given p rices  a t a given moment of time. This demand in economics 
im plies both the d esire  to purchase and the a b il i ty  to pay for a good 
or serv ice .

Demand for a good is  determined by several fa c to rs , such as, 
changes in the p rice  of the re la ted  goods, income of the people, the 
number of consumers in the market, ta s te s  and preferences of the 
consumers, income d is tr ib u tio n , changes in propensity to  consume, 
consumers expectation with respect to  fu ture p rice .
Law of demand ะ

The law of demand expresses the re la tio n sh ip  between p rice  and 
quan tity  demanded. The law of demand or functional re la tio n sh ip  
between p rice  and quantity  demanded is  one of the best known and most 
important laws of economic theory.

According to the law of demand, other things being equal, i f  the p rice  of a commodity f a l l s ,  the quantity demanded of i t  w ill r is e  
and i f  the p rice  of the commodity r is e s , i t s  quantity  demanded w ill 
dec line . When the p rice  of a commodity f a l l s ,  the consumer can buy more 
quantity  of commodity with h is given income.
Exception to  the Law of Demand ะ

Some consumers measure the u t i l i t y  of a commodity e n tire ly  by
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i t s  p rice  i fe, for them the g rea ter the p rice  of commodity, the 
g rea ter i t s  u t i l i t y .  Diamonds are often given as an example in th is  
case. The diamond is  considered as a p restig e  goods in  the society  and 
for the upper s tr a ta  of the society  the higher the p rice  of diamonds, 
the higher the p res tig e  value of them and th e re fo re , the g rea te r 
u t i l i t y  of d e s ira b i l i ty  of them.In th is  case, the consumer w ill buy 
less  of the diamond a t  a low price  because with the f a l l  in  p rice  i t s  
p res tig e  value w ill go down. On the other hand, when the p rice  of 
diamond goes up, th e ir  p res tig e  value w ill go up and th e re fo re , th e ir  u t i l i t y  and d e s ira b i l i ty .  As a re su lt  a t higher p rice  the quantity  
demanded of diamond by a consumer w ill r is e .
E la s t ic i ty  of Demand fo r Health Services ะ

Consumers of ce rta in  health  se rv ices, such as ho sp ita l and 
physician se rv ices, are not very responsive to p rice  changes, because 
the consumption of ho sp ita l serv ices are unpred ictab le , uncertain  and 
unavoidable issu e , when a person gets sick , he wants to get re liev e  
from pain and wants to  get cure a t any p rice . When a person is  able to 
pay having no sickness, he does not consume hosp ita l se rv ices , whatever 
low may be the p rice . An increase in p rice  w ill not reduce the quantity  
demanded very much, and a decrease in p rice w ill not increase i t  muchl 
In other words, the e la s t ic i ty  of demand in health  care serv ices are 
low or in e la s t ic .
Figure: 3.1 Demand for Health Care.

Figure 3.1 i l lu s t r a te s  the impact of p rice  change on demand. 
An increase in p rice  from Pi to p2 decreases quan tity  demanded from qi 
to  q2Y Suppose pi and p2 are US $ 4 and US $ 5 re sp ec tiv e ly , fo r a v i s i t  
to  a doctors o ffic e  and th a t qj and q: are ten v i s i t s  and nine v i s i t s  
re sp ec tiv e ly , per month. An increase in price of 25% [(4—5)/ 4] reduces 
the number of v i s i t s  to  the doctors o ffice  from ten  to  nine v i s i t s  per month -  a ten  percent decrease in quantity  demand. The p rice  e la s t ic i ty  
of demand is  0.40 which is  said to be in e la s t ic , i . e ,  the e la s t ic i ty  is  
less than <1.
Other Determinants of Demand ะ

Demand schedule and the law of demand s ta te  the re la tio n sh ip  between p rice  and quantity  demanded by assuming "other th ings remaining 
the same" when there is  a change in these other th in gs , the whole
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demand curves undergoes a change. In other words, these other things 
determine the position  and level of demand curve. As a re su lt  of the 
change in these factors or determinants, the demand curve w ill s h if t  to 
the le f t  or rig h t as the case may be. The following are the fac to rs 
which determine the demand of goods or services.
Changes in the Prices of Related Goods:

Demand for a good is  also affected by the p rices of other goods 
especially  those which are related  to i t  as su b stitu tes or complements. 
When we draw the demand curve for a good we take the p rices of re la ted  
goods as remaining constant. Therefore, when the price of re la ted  
goods, su b s titu te s  or complements, change the whole demand curve would 
change i t s  position ; i t  w ill sh ift upwards or downwards as the case may 
be. When the price of substitu te  for a good f a l l s ,  the demand for that, good w ill decline and when the price of the su b s titu te  r is e s ,  the 
demand for th a t good w ill increase. For example, when the p rice  of the 
in jec tio n  f a l l s ,  the consumers would demand less of ta b le t  than before. 
Tablet and in jec tion  are very close su b s titu te s , therefo re when 
in jec tio n  becomes cheaper, the consumers su b stitu te  in jec tio n  for 
ta b le t  and as a re su lt the demand for tab le t declines. The goods which 
are complementary with each other, the change in the price of any of 
them would a ffec t the demand of the other. When the p rice  of treatm ent 
in p rivate  hospital f a l ls ,  the demand for them w ill increase which in 
turn w ill increase the demand of drugs.
Income of the People ะ

Demand for goods also depends upon the income of the people. 
The greater the income of the people, the greater w ill be th e ir  demand 
for goods. In drawing the demand schedule or the demand curve for a 
good we take incomes of the people as given and constant. The g rea ter 
income means the greater purchasing power. Therefore, when the incomes 
of the people increase, they can afford to buy more. I t  is  because of 
th is  reason th a t the increase in income has a positive  e f fe c t on the 
demand of a good.

When the incomes of the people f a l l  they would demand less  of 
the goods and as a re su lt the demand curve w ill sh if t  to  the l e f t .  For 
instance, during the planning period in India the incomes of the people have greatly  increased owing to the large investment expenditure on the 
development schemes by the government and the p rivate  sec to r. As a 
re su lt of th is  increase in income, the demand for food grains has 
g reatly  increased which has resulted in the food problem. Likewise, when because of draught in a year the ag ricu ltu ra l production g rea tly  f a l l s  and the income of the farmers decline. As a re su lt of the decline in incomes of the farmers, they demand less of cotton clo th  and other 
manufactured products. With an increase be income the people w ill s h if t  
th e ir  demand for hospital service from public hosp ita l to  p rivate  
h o sp ita l.
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Taste and Preferences of Consumers ะ
An important facto r which determines the demand for a good is  

the ta s te s  and preferences of the consumers for i t .  A good for which 
consumers ta s te s  and preferences are g rea ter, i t s  demand would be large 
and i t s  demand curve w ill l ie  a t a high lev e l. People's ta s te s  and 
preferences for various goods often changes and as a re su lt there are changes in demand for various goods due to change in fashion and also 
due to the pressure of advertisements by the manufacturers and se lle rs  of d iffe re n t products.

In respect of hospital care the demand is  determined by the 
ta s te  and preference of the consumer in respect of quality  of care, 
a c c e ss ib il i ty , av a ila b ility  of modern equipment, technology and 
sa tis fa c tio n  on hospital serv ices. Regarding hospital care services, 
the people do not p refer to get the services from Thana health complex 
and remains underu tilized . On the other hand people prefer to get the 
services from the D is tr ic t hosp ital and creates o v eru tiliza tio n .
Number of Consumers in the Marketะ

Market demand for a good is  obtained by adding up the individual demand of the present as well as prospective consumers or 
buyers of a good a t a various possible p rices . The greater the number 
of consumers of a good, the g reater the market demanded for i t .  Now the 
question a rise s  on what facto rs the number of consumers of a good 
depend.If the consumer su b s titu te  one good for another, then the number 
of consumer of th a t good which has been substitu ted  by the other w ill 
decline and for the good which has been used in place of the o ther, the number of consumers w ill increase. Besides, when the se lle r  of a good 
succeeds in finding out new markets for these good and as a re su lt the 
market for h is good expands, the number of consumers of those good will 
increase. Another important cause of the increase in the number of 
consumers is  population growth.
Income D istribu tion :

D istribu tion  of income in a society  also affec ts  the demand for 
goods. I f  the d is trib u tio n  of income is  more equal, then the propensity 
to consume of the society as a whole w ill be re la tiv e ly  high which means g rea ter demand for goods, such as consumer goods lik e  food, clo th ing , education, housing. On the other hand, i f  the d is tr ib u tio n  of 
income is  unequal, then the propensity to consume of the society w ill 
be re la tiv e ly  le ss , for the propensity to consume of the rich  people is less than th a t of the poor people. Consequently, with more unequal d is tr ib u tio n  of income, the demand for consumer goods w ill be 
comparatively le s s . This is  the e ffec t of the income d is trib u tio n  on 
the propensity to consume and demand for consumer goods. But the change in the d is tr ib u tio n  of income in the society  would a ffec t the demand for various goods d iffe ren tly . If progressive taxes are levied on the rich  people and the money so co llected  is  spent on providing employment, 
to  the poor people, the d is tr ib u tio n  of income would become more equal 
and with th is  there would be a tran sfe r of purchasing power from the
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rich  to  the poor. As a re su lt of th is ,  the demand for goods which are 
generally  purchased by the poor w ill increase and, on the other hand, 
the demand fo r those goods which are usually  consumed by the rich  w ill decrease.
Change in  Propensity to  Consume:

People 's propensity to  consume also a ffec ts  the demand for 
them. The income of the people remaining constant, i f  th e ir  propensity 
to consume r is e s  then out of a given income they would spend a greater 
p a rt of i t .  With the re su lt th a t the demand for goods w ill increase. On 
the o ther hand, i f  the propensity to  save of the people increases, i .e ,  
the propensity  to consume dec lines,then  the consumers would spend a sm aller p a rt of th e ir  income on goods with the re su lt  th a t the demand 
for good w ill decrease. Therefore, with income remaining constant, 
change in propensity  to consume of the people w ill bring about a change in the demand fo r goods.
Expectation with regard to Future P rices and Income:

Another fac to r which influences the demand for goods is  
consumers' expectations with regard to fu ture p rices of the goods. If 
due to  some reasons, consumers expect th a t in the near fu tu re p rices of 
the goods would r is e ,  then they would demand g rea ter q u an titie s  of the 
goods so th a t in the fu ture they should not have to pay higher p rices. 
S im ilarly , when the consumers hope th a t in the fu tu re they w ill have 
good income, then in the present they w ill spend g rea ter p art of th e ir  
income. Thus demand for goods w ill increase.
Increase and Decrease in Demand:

Figure 3.2 When the p rice  of a good f a l l s ,  quantity  demanded 
of i t  r is e s ,  and when i t s  p rice  r is e s ,  i t s  quantity  demanded f a l l s ,o th e r  th ing remaining the same. When as a re su lt  of changes in 
p rice , the quan tity  demanded r is e s  or f a l l s ,  extension or contraction 
in demand is  said  to have taken place. When other determinants of 
demand such as taste,incom e,propensity  to  consume and p rices of the 
re la ted  goods remain constant. The contraction  in demand implies the 
f a l l  in quality  demanded means the whole demand curve s h if ts  to the l e f t .  S im ilarly  extension of demand implies the r is e  of quality  
demanded as a re su lt  of f a l l  in p rice , increase in demand means the 
demand curve s h if ts  to  the r ig h t.

O riginal demand curve is  DD. If there is  a favorable change in 
the fac to rs  determining the demand, the demand curve for the good s h if ts  upward to D' โ)'. Increase in demand has occurred. When demand 
curve fo r the good is  D D, a t p rice  OP, OM quantity  of the good is  demanded. But with the demand curve D' D', a t the same prices OP, a 
g rea ter quan tity  OH is  demanded. Likewise, a t other p rices a lso , a t the 
demand curve D'D", more quantity  is  demanded than at. the demand curve 
D d:



Figure: 3.2 Increasing Demand

In b r ie f ,  increase in demand occurs due to the following reasons:-
i)  Consumers’ income increases;

i i )  P rices of the su b s titu te s  of the good in question have risen ;
i i i )  P rices of the complementary goods have fa lle n ;
iv) The fashion for a good increases or peop les’ ta s te  and 

preferences become more favorable for the good;
v) Propensity to  consume of the people has increased;

vi) Owing to  the increase in  population and as a re su lt  of
expansion in  market, the number of consumers of the good has increased .
And vice versa when there is  a leftw ard s h i f t  in demand.

3 .1 .2  Supplyะ
Supply of the commodity is  the schedule of the quantity  of a 

commodity th a t would be offered for sa le  a t a l l  possible p rices a t any one point of time or during any one period of time, for example a day, 
a week, a month and so on; supply means the quantity  which is  ac tu a lly  brought in to  the market.
Law of Supply ะ

Supply of commodity is  fu nctionally  re la ted  to i t s  p ric e . The 
law of supply re la te s  to th is  functional re la tio n sh ip  between p rice  of a commodity and i t s  supply. In co n tra s t of the change in quantity  
demanded in response to  the change in p rice , the quantity  supplied 
generally  varies d ire c tly  with i t s  p ric e . That i s ,  the higher the p rice , the la rg e r the quantity  supplied.

I t  may be noted th a t, i f  the p rice  f a l l s  too much, supply may dry up a lto g e th e r. The p rice  below which the s e l le r  w ill refuse to se ll  
is  ca lled  the reserve p rice . At th is  p rice , the s e l le r  buys h is own stock as i t  were. There are several fac to rs  which govern the reserve 
p rice  of a s e l le r  (Ahuza,1988).

1) The reserve p rice  w ill depend on the p e r ish a b ility  of 
goods. The g rea ter the p e r is h a b il i ty , the lower is  the 
reserve p ric e .
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2) In case of goods which are not perishable, the reserve 
price w ill depend upon the se lle r s  estim ate of the fu tu re  p rice .

3) I t  w ill also depend upon the fu ture costs. If  the costs 
are expected to f a l l ,  the reserve price w ill be lower, and vice versa.

4) The reserve price also depends on change in inventory co st. 
The period for which the stocks have to be held is  therefo re, important. The longer is  the period, the lower 
w ill be the reserve p rice .

I t  has been observed from the experiences in the rea l world 
that price of a product and quantity supplied of i t  by firms producing 
i t  are d irec tly  related  with each o ther, th a t is  a t a higher p rice  more 
is  supplied and vice versa, other things remaining the same!
Increase and Decrease in Supply:

Other things being equal there is  unique demand and supply 
schedule a t any given moment. Supply is  said to increase when more is  
offered for sale a t the same price or the same quantity is  o ffered  a t 
a lower price and vice versa when supply is  said to decrease. This is  
i l lu s tra te d  in Figure 3.3 where s ' s  shows an increase in supply and 
ร"ร'’'ร!!ows a decrease in supply.
Figure ะ 3.3 Change in Supply

Factors Determining Supply ะ
The quantity supplied varies d irec tly  with price of a product. In economic theory whereas the e ffec t of changes in price of a product 

on the quantity supplied of i t  is  depicted and explained by movement along a given supply schedule or curve, the e ffec t of other fac to rs  is  represented by the changes or sh if ts  of the en tire  supply curve. While 
making a supply curve we assume th a t these other facto rs remain the same. Thus when these other facto rs changes, they cause a s h if t  in  the 
en tire  supply curve. The facto rs other than price which determine 
supply are as follows:
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Production Technology: The change in technology a ffec ts  the 

supply function by a lte rin g  the cost of production. If there is  an 
improvement in production technology used by the firm, the cost of 
production declines and consequently the firms would supply more than before a t a given p rice . That is , the supply would increase and thus 
the supply curve would sh if t  to the rig h t.

Price of Factors of Production: Change in p rices of facto rs of 
productions or resources also cause a change in cost of production and 
consequently bring about a change in supply. For example, i f  e ith e r 
wage increase or p rices of raw m aterials and fuel go up, the u n it cost 
of production w ill r is e . With higher un it cost of production, less 
would be supplied than before at various given p rices, th is  implies 
th a t supply curve w ill sh if t  to the le f t .

Price of other Products: Any change in the price of other products would influence the supply of a product by causing 
su b s titu tio n  of one product to another.

Number of Producers : If the number of firms producing a 
product increases, the market supply of the product w ill increase causing a rightward sh if t  in the supply curve.

Future Price Expectations : The supply of a commodity in the 
market a t any time is  also determined by se lle rs  expectations of future p rices. I f ,a s  happens during in flationary  periods, s e lle r s  expect the 
p rices to r is e  in fu tu re , they would reduce supply of a product in the 
market and would instead hoard the commodity. The hoarding of huge q u an titie s  of goods by traders is  an important facto r in reducing th e ir  
supplies in the market and thus causing fu rther r is e  in th e ir  p rices.

E la s tic ity  of Supply : E la s tic ity  is  the re la tiv e  measure of 
responsiveness of quantity supplied of a commodity to the change in i t s  
p rice . The greater the responsiveness of quantity supplied of a 
commodity to the changes in I ts  p rice , the greater I ts  e la s t ic i ty  in 
supply. When a small f a l l  in price leads to a large contraction  in 
supply, the supply is  comparatively e la s t ic . But when a big f a l l  in 
price leads to a very small contraction in supply, the supply is  said 
to be comparatively in e la s tic , a t lea s t in a short run,

In short run, the supply of some health care services such as 
hosp ital bu ild ing , bed, expensive machineries could not be changed with the r is e  or f a l l  of p rice . In the context of Bangladesh the hosp ital service is  free and the number of beds which represents the supply of services remains constant and hence highly in e la s tic .
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Figure ะ 3.4 P erfec tly  In e la s tic  Supply
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3.2 Demand fo r and Supply of Hospital Services
In case of hosp ital services the demand is  determined mainly 

by a) consumers income b) consumers ta s te  and choice c) number of 
consumers in the market, while the supply of beds in Thana health  
complex and the D is tr ic t  hosp ital are fixed, but the h o sp ita liz a tio n  is  
an uncertain  event. The p a tien ts  needs b e tte r  ho sp ita l serv ices, in 
th a t case demand is  determined by ta s te  and choice. When the p a tien t or 
the consumer has high income, he wants to get the service from the D is tr ic t  h o s p ita l .

From the above i t  is  c lear th a t the quantity  of demand for h o sp ita l serv ices is  determined by some important fac to rs  such as, the 
p rice  of hosp ita l serv ices, p rice of other commodities, expected 
w aiting time of the p a tien ts  and th e ir  a ttendan ts, income of the 
p a tie n ts  or the parents of the p a tie n ts , distance from h o sp ita l, and 
the quality  of service which u ltim ately  leads to  sa tis fa c tio n  of the 
p a tie n ts . Because the consumption of hosp ita l serv ices are 
unpred ictab le , uncertain  and unavoidable issue, when a person gets 
sick , he wants to be re lieved  from pain and wants to get cure a t any p rice , when a person have the a b il i ty  to pay but not sick , he do not 
consume hosp ita l serv ices, whatever low the p rice  i s .

3 .2 .1  Factors A ffecting Hospital u t i l iz a t io n  ะ
Hospital u t i l iz a t io n  is  affected  by two sources , On the supply sid e , an increase in  the number of beds could s ig n if ic a n tly  a l te r  both 

the admission ra te  and the average length of stay i . e ,  hosp ita l bed u t i l iz a t io n .  On the demand side , the u t i l iz a t io n  depends on some 
fac to rs  such as p a tien t fac to r, provider fac to r, and organizational fa c to r .

This is  supported by Anderson (1973) who described four se ts of fa c to rs  influence the u t i l iz a t io n  of health  se rv ices.
The f i r s t  se t a r ise s  from demographic c h a ra c te r is t ic s  of the population such as age, race and income. The second se t has to do with 

organization  of health  serv ices. Ecological fac to rs such as distance comprise the th ird  se t, while psychological fac to rs  such as the

imoo+bv
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influence of friends and neighbors make up the fourth se t of v ariab les .
In sum, fac to rs  have influence over hosp ita l u t i l iz a t io n  are 

a) hosp ita l bed to  population r a t io  b) unemployment c) income of the 
people d) education e) d iffe re n t age group f) migration of people from 
ru ra l to  urban areas g) ethnic composition and h) u rbanization . These are described below
Unemployment:

Unemployment has e f fe c t on income and lim ited job opportun ities 
have lower per cap ita  income lev e l. This a ffec ts  the a b i l i ty  of persons 
to  pay fo r h o sp ita liz a tio n .

Counties with lim ited job opportun ities which have lower per 
cap ita  income lev e ls . This e f fe c ts  the a b i l i ty  of persons resid ing  in 
th is  counties to pay for h o sp ita liz a tio n . Moreover, fewer health  
serv ices are generally av a ilab le  in areas experiencing severe unemployment problem (Anderson 1973). So, unemployment and lower income 
has some a ffe c t with hosp ital u t i l iz a t io n .
Incom e:

The admission ra te  among the lowest income group is  s l ig h tly  
higher than the higher income group and the median family income is  the 
important p red ic to r to hosp ita l u t i l iz a t io n .

Anderson (1973) re ferred  to Andersen and Anderson (1967) who 
studied the re la tio n sh ip  between, v aria tio n  in the re la tio n sh ip  of 
h o sp ita l admission ra tes to family income overtime. They found th a t the 
admission ra te  among the lowest income group had a s l ig h tly  higher than 
the higher income group. In th e ir  study they p red ic t p a tie n t days per 
thousand population. Income, sp e c if ic a lly  median family income, to be 
an important p red ic to r of s ta te  ho sp ita l u t i l iz a t io n  ra te s .
Education :

Education has been found to be re la ted  to hosp ita l u t i l iz a t io n . In fa c t education makes one conscious about health  and may receive 
h o sp ita l serv ices in the ou tpa tien t department, but the bed u t i l iz a t io n  
a lso  depends on the advice of the physician, nature and severity  of i l ln e s s ,  e tc . Education alone may not be responsible for u t i l iz a t io n  of 
h o sp ita l beds. Average length of stay also  depends on the nature and 
sev erity  of i l ln e s s .  So, the ho sp ita l u t i l iz a t io n  may have some asso c ia tio n  with the education.

Anderson(1973) re ferred  to  Rosenthal,(1965) who studied on re la tio n sh ip  between education and hosp ita l u t i l iz a t io n  and found th a t there  is  a p o sitiv e  association  between education and hosp ital 
u t i l iz a t io n .  Education was found to  be p o sitiv e ly  associated  with both 
admission ra te s  and the length of stay .
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Education is  also associated with the other variables. Income and employment opportunities increases markedly with education.Also hospitals are more likely  to be located in areas where the population is  better educated and resources are available to support various health services (Anderson 1973).
Age ะ

Age is  an important determinant for hospital admission where u tiliza tion  rate among the elderly is  high, but the average length of stay is  low. Because of less immunity the elderly gets sick frequently, but most of the elderly suffer from chronic diseases lik e  diabetes, hypertension. These patients do not stay in the hospital longer and the length of stay in the hospital is  shorter.
Anderson (1973) referred to study of Andersen and Anderson (1973) found that hospital admission rates and patient hospital days rose appreciably for the elderly, while during the same period admission rate declined among children.

Migration ะ
Migration of people to the urban area is  the cause of over population which results in low housing condition and malnutrition and leads to some diseases and u tiliza tio n  of hospital services.
Population changes resulting from migration also have important effects on the variables like education, income, employment and age. Countries that experience out migration for long periods of time tend to have older, poorly educated population. Income leve ls  are generally lower among persons residing in these countries as are the leve ls  of health services available to them.

Ethnic Composition ะ
Anderson (1973) referred to the study of Feldstein and Germann on ethnic composition and hospital u tiliz a tio n , they found that the ethnic composition of population also has a major e ffec t on hospital u tiliza tio n . Available data indicate nonwhites do not u t i l iz e  health services as frequently as whites. This finding re flects  differences in education, income, and availab ility  of health services among others.
In the context of Bangladesh, there is  no white and non-white ethnic groups, but there are some tribal people who have generally less  education and income , they prefer local herbal medicine and do not use the hospital services that much, i t  is  in very small areas of the country, which do not affect the to ta l u tiliza tio n  pattern.

Urbanization ะ
Percentage of urbanization is  an important characteristic of the population that affects the use of hosp ita ls. In the urban areas, the percentage of able and adult people are more than the children and
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elderly people, they have more education, income, hygienic food and naturally they get sick more frequently the other two groups, as a result they u tiliz e  less hospital services.
Differences in admission rates are also apparent between rural and urban areas. The lowest admission rates occurred among persons residing in urban areas. Primary effect of this variable appears to be on average length of stay whereas i t  has l i t t l e  or no e ffec t on admission rate.

Sector of Production ะ
Admission rates were highest among rural non-farm population, lowest among urban dwellers. Persons residing in rural farm areas had admission rates that were intermediate between these two groups. One possible explanation for this lower rate for agricultural communities may have to do with family structure. Families in these communities may provide a substitute for the care available to inpatients in the hospital. In the rural areas, the able persons are engaged in farm a c tiv itie s  and get less sickness, the children, elderly and able persons who are not related with farm a ctiv itie s  get more sickness, and u tiliz e  more hospital services. As a result the admission rates among the non-farm population is  higher. Most of the urban inhabitants belongs to working age group or middle age group who gets less  sickness, but the elderly and the children who are less immune and are exposed to diseases are less in number of inhabitants in the urban area. As a result admission rate among the urban population is  lowest.

3.2.2 Index of Hospital u tiliza tion :
Planning hospital fa c i l i t ie s  requires prediction of future patterns of u tiliza tio n . Hospital u tiliza tion  can be measured by many indicators such as hospital bed to population ratio, the number of patient days per thousand population and bed occupancy rate. However, the f ir s t  two indicators has some weaknesses.
Population and hospital bed ratio in an area indicates the proportion and availab ility  of beds, but these proportion does not indicate the u tiliza tion  of hospital services. The new supply of hospital beds brings change in demand until an equilibrium is  reached with the occupancy rate. This is  supported by
Shain and Roemer (1959) and in Anderson(1973). The study presented data indicating that hospital u tiliza tion  within a state as well as costs are strongly related to the supply of beds available to the population.
For the hospital u tiliza tion , the number of patient days per thousand population have also been used as an indicator of the use of general hospital fa c i l i t ie s ,
But Anderson (1973), referred to Feldstain and Germann(1959), pointed out that patient days per thousand population and population
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per bed ratiohas 70% variation. This indicates that there is  no relation between two variables and population per bed ratio cannot be an appropriate indicator.
Here, i t  is  not mentioned sp ec ifica lly  about the hospital u tiliza tio n  measurement of inpatient services, in comparison of population in to ta lity .

The size  of the hospital is  represented by i t s  bed capacity and the u tiliza tio n  can be determined by the bed occupied in average and in terms of percentage.
The bed occupancy rate can be measured by simple calculation and is  required to ascertain the future need of either bed or hospital.

Number of beds occupied in average X 100Bed occupancy rate = ---------------------------- ------------------ -----------Number of bed capacity

3.3 Underutilization
In terms of demand and supply, when the supply is  greater than the demand, in respect of hospital beds, the supply of beds are greater than the demand and beds are u tilized  less  than the bed capacity, may be treated as underutilization.

Figure ะ 3.5 Underutilization of Beds at Thana level

The above Figure 3.5 shows that at the Thana the quantity of beds supplied are greater than the demand for hospital beds at the Thana health complex bed capacity Pi price the u tiliza tio n  would be 100%.

Health Complexes demand i .e . , th e  is  less than the

3.4 Overutilization
In terms of demand and supply whenever there is  overutilization , i t  means that demand is  greater than supply. In this case, service supply of beds in the hospitals can vary from 50-250 beds but generally 100 beds, which is  fixed and the demand is  more than the bed capacity, which may be treated as overutilization .
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Figure: 3.6 O verutilization of Beds at the D istr ict Hospital

p t

OACD = Total transaction cost OA = Total patients OB = Number of patients on the bed AB = Patients on the floorOD = Transaction cost per patient + opportunity cost per patient
The above Figure 3.6 shows that due to the u tiliz a tio n  of hospital bed OACD is  the to ta l transaction cost for OA number of patients. OB number of patients remaining on bed and AB number of patients remain on floor, who overutilize the hospital services. So, overutilized  portion is  AB= OA-OB. Pp represents the price to the patient, in respect of hospital services the Pp= 0, when Pp increases to Pc the transaction cost increases and the consumer surplus decreases.
Transaction cost: Transaction cost is  mainly the hospital fee, cost incurred by patient and accompanying re la tives, transportation cost, cost for drugs, cost for food, Loss of income or wages of patients and accompanying re la tives or attendants, opportunity cost etc. Most of the people are residing in the rural areas but they do not prefer to u t i l iz e  the Thana health complex, though th is health fa c i l i ty  is  nearer to them, rather they prefer to u t i l iz e  d is tr ic t  hosp ital, which is  far away from the patient houses. If the patients u t i l iz e  the Thana health complex, they would not come to the D istr ict  hospital, and do not have to pay th is cost. Therefore, OACD = consumer cost of overu tiliza tion .
In Thana health complexes the budget is  fixed 1 whatever might be the u tiliz a t io n  rate the budget allocation for salary of doctors,nurses and other s ta ff , the cost of drug, administrative cost, cost for repair and maintenance of building and equipments are the same. Overhead expenditure becomes high. Moreover, the rural patients get the services from the D istr ict hospital, which involves the cost of treatment, transportation cost of patient himself or herself or h is /  her re la tiv es , cost of food, cost for accommodation, which is  an economic lo ss for the consumer. If he /she could get the
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treatment from the Thana health complex they would not have to pay these cost.
In the D istr ict hospital also the budget is  fixed. In th is case the number of patients is  more than the bed capacity and the hospital is  overutilized. The excess patients are to stay on floor of the hospital and some have to wait for admission. The patients who remain on the floor, get secondary infection , consume more drugs, stay long time in the hosp ita l. The number of doctors, nurses and other sta ff  have limited time to see or to take care of the patients. In that case doctors, nurses and the sta ff usually spend less  time per patient. Considering the to ta lity  of hospital care i t  takes a long time to get the treatment as a resu lt the patients are to loose wages, suffers for a long time, the attendants of the patient also loose wages and spend for food, accommodation, which is  a wastage.
The following chapter discusses the impacts of underutilization  of hospital beds at Thana health complex, overutilization  of hospital beds at the D istr ict hospitals and attempts to develop a methodology for assessment of the impacts.


	Chapter 3. Demand, Supply and Concept of Utilization
	3.1 Demand and Supply
	3.2 Demand for and Supply of Hospital Services
	3.3 Underutilization
	3.4 Overutilization


