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ABSTRACT

The study aims to explore the verification whether medical expenditures are luxuries or necessities. Taking the study period 1960 to

2001 and 23 OECD countries as study subjects, the study used the average medical expenditures of each person as an explained

variable, and the Gross Domestic Product(GDP) as an explanatory variable. The simple linear regression analysis was performed to

assess if medical expenditures are luxuries or necessities, and White Heteroskedasticity-Consistent Standard Errors was used to

address the heterogeneity within each country. The empirical results showed a coefficient of determination between 0.58�0.87,

indicating the GDP is still an important determinant of medical expenditures. The income elasticity is between 1.06�1.60 and that

for the period 1960~1996 is greater than 1, meaning medical expenditures are luxuries. The income elasticity for the period

1997~2001 is not significantly greater than 1.
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