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Abstract: This Thesis adopted the Extended Linear Expenditure System(ELES)Model to study the
short-run medical service price elasticity of China’s rural residents. The research results showed that,
short-run medical service is price inelastic, Because short-run medical service is price inelastic for rural
residents,and since hospitals are profit-oriented and get their major revenue through prescribed medicine,
and because the pharmaceutical market lacked effective regulation enforcement, these led to the sky-rock-
eted increase of medical bills for China’s rural residents, To tackle these problems,China need to increase
budget for medical organization, decrease medical bill share paid by rural residents, increase competition to
medical service market,put more emphasis on rural area in medical service supply. And medical organiza-
tion should be a non-for-profit one,as contrary to the actual practice.
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