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Postgraduate Certificate in Health Economics and Policy

Introduction to Health Economics

Introduction to Health Economics:

Health economics is a branch of economics that deals with the allocation of resources in the healthcare
sector. It applies economic principles to healthcare to understand how healthcare services are produced,
consumed, and distributed. This field helps in making decisions related to healthcare financing, policy-
making, and resource allocation to improve the overall health of populations.

Key Terms and Vocabulary:

1. Health Economics:

Health economics is the study of how healthcare resources are allocated and how healthcare services are
produced, consumed, and distributed. It aims to understand the behavior of individuals, healthcare
providers, and governments in the healthcare market.

2. Healthcare Market:

The healthcare market refers to the exchange of healthcare goods and services between healthcare
providers and consumers. It includes hospitals, clinics, pharmaceutical companies, and health insurance
companies.

3. Demand for Healthcare:

The demand for healthcare refers to the desire and willingness of individuals to consume healthcare
services. It is influenced by factors such as income, price of healthcare services, health status, and
preferences.

4. Supply of Healthcare:

The supply of healthcare refers to the quantity of healthcare services that healthcare providers are willing
and able to offer at different prices. It is influenced by factors such as technology, resources, and
regulations.

5. Healthcare Financing:

Healthcare financing refers to the mechanisms used to fund healthcare services. It includes public financing
(government funding), private financing (out-of-pocket payments, health insurance), and social health
insurance schemes.

6. Health Insurance:

Health insurance is a financial mechanism that protects individuals from the high costs of healthcare
services. It involves pooling funds from individuals to cover the healthcare expenses of the insured
population.
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7. Cost-Effectiveness Analysis:

Cost-effectiveness analysis is a method used to compare the costs and benefits of different healthcare
interventions. It helps decision-makers in determining the most efficient way to allocate resources to
achieve the best health outcomes.

8. Cost-Benefit Analysis:
Cost-benefit analysis is a method used to compare the costs and benefits of healthcare interventions in
monetary terms. It helps in evaluating the economic efficiency of healthcare programs and policies.

9. Health Technology Assessment (HTA):

Health Technology Assessment is a multidisciplinary process that evaluates the social, economic,
organizational, and ethical issues related to the use of healthcare technologies. It helps in informing
decision-making regarding the adoption and implementation of new healthcare technologies.

10. Efficiency:

Efficiency in healthcare refers to the optimal allocation of resources to maximize health outcomes. It
involves producing the maximum health benefits with the available resources or achieving a given level of
health outcomes at the lowest cost.

11. Equity:

Equity in healthcare refers to the fair distribution of healthcare resources and services among individuals or
populations. It aims to ensure that everyone has equal access to healthcare services regardless of their
socio-economic status.

12. Externalities:

Externalities are the unintended consequences of healthcare interventions that affect individuals or
populations not directly involved in the healthcare transaction. They can be positive (benefits) or negative
(costs) and may lead to inefficiencies in the healthcare market.

13. Healthcare Quality:
Healthcare quality refers to the extent to which healthcare services meet the desired outcomes and
standards. It includes measures of effectiveness, safety, patient-centeredness, timeliness, efficiency, and

equity.

14. Health Outcomes:

Health outcomes are the results of healthcare interventions on the health status of individuals or
populations. They can be measured in terms of mortality, morbidity, quality of life, disability-adjusted life
years (DALYs), and other indicators.

15. Opportunity Cost:
Opportunity cost is the value of the next best alternative foregone when a decision is made. In healthcare, it
refers to the benefits that could have been gained from using resources for an alternative healthcare
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intervention.

16. Provider-Induced Demand:

Provider-induced demand occurs when healthcare providers influence patients to demand unnecessary
healthcare services to increase their own income or profits. It may lead to overutilization of healthcare
services and inefficiencies in the healthcare market.

17. Moral Hazard:

Moral hazard is the risk that individuals may change their behavior when they are insured against certain
risks. In healthcare, it refers to the tendency of insured individuals to consume more healthcare services
because they are protected from the full costs.

18. Pharmaceutical Economics:

Pharmaceutical economics is a sub-discipline of health economics that focuses on the economics of
pharmaceuticals. It examines issues related to the pricing, demand, supply, and regulation of
pharmaceutical products.

19. Healthcare Policy:

Healthcare policy refers to the decisions and actions taken by governments, organizations, and stakeholders
to improve the health of populations. It includes policies related to healthcare financing, delivery, quality,
access, and equity.

20. Universal Health Coverage (UHCQ):

Universal Health Coverage is a healthcare system that provides all individuals with access to quality
healthcare services without financial hardship. It aims to ensure that everyone receives the healthcare they
need without facing financial barriers.

21. Value-Based Healthcare:

Value-Based Healthcare is an approach that focuses on delivering high-value healthcare by maximizing
health outcomes relative to costs. It emphasizes patient-centered care, outcomes measurement, and
continuous improvement in healthcare delivery.

22. Health Inequality:

Health inequality refers to disparities in health outcomes or access to healthcare services among different
population groups. It may be due to socio-economic factors, geography, ethnicity, gender, or other
determinants of health.

23. Public Health:

Public health is the science and practice of preventing disease, promoting health, and prolonging life in
populations. It includes efforts to improve health through surveillance, education, policy-making, and
community interventions.
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24. Behavioral Economics:

Behavioral economics is a field that combines insights from psychology and economics to understand how
individuals make decisions. It examines how cognitive biases, emotions, and social influences affect
decision-making in healthcare and other domains.

25. Health System:

A health system is the combination of organizations, institutions, resources, and policies that deliver
healthcare services to individuals and populations. It includes healthcare providers, payers, regulators, and
other stakeholders involved in healthcare delivery.

26. Comparative Effectiveness Research (CER):

Comparative Effectiveness Research is a type of research that compares the effectiveness of different
healthcare interventions in real-world settings. It aims to provide evidence on the relative benefits and risks
of alternative treatments to inform clinical decision-making.

27. Health Policy Evaluation:

Health policy evaluation is the process of assessing the impact of healthcare policies on health outcomes,
costs, and other relevant indicators. It helps in understanding the effectiveness, efficiency, and equity of
healthcare policies and programs.

28. Health Technology:

Health technology refers to the tools, devices, procedures, and systems used in healthcare to prevent,
diagnose, treat, or manage health conditions. It includes medical devices, pharmaceuticals, information
technology, and other healthcare innovations.

29. Health Expenditure:

Health expenditure refers to the money spent on healthcare services and products. It includes spending on
hospitals, physicians, pharmaceuticals, medical devices, public health programs, and administrative costs
related to healthcare delivery.

30. Health Insurance Market:

The health insurance market is the market where individuals and groups purchase health insurance
coverage. It includes private health insurance companies, government health insurance programs, and other
entities that provide health insurance products.

31. Healthcare Reform:

Healthcare reform refers to changes in healthcare policies, regulations, and systems to improve the quality,
access, efficiency, and equity of healthcare services. It may involve expanding health insurance coverage,
promoting preventive care, or enhancing healthcare delivery models.

32. Value-Based Payment:
Value-Based Payment is a reimbursement model that ties healthcare payments to the quality and outcomes
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of care delivered. It incentivizes healthcare providers to improve patient outcomes, reduce costs, and
enhance the overall value of healthcare services.

33. Health Information Technology (HIT):

Health Information Technology refers to the use of digital tools and systems to manage and exchange
health information. It includes electronic health records, telemedicine, health analytics, and other
technologies that support healthcare delivery and decision-making.

34. Health Promotion:

Health promotion is the process of enabling individuals and communities to improve their health and well-
being. It includes activities such as education, behavior change, environmental interventions, and policy
advocacy to prevent disease and promote health.

35. Primary Healthcare:

Primary healthcare is the first level of healthcare services that individuals receive in their communities. It
focuses on preventive care, health promotion, and the management of common health problems to
improve health outcomes and reduce the need for specialized care.

36. Healthcare Access:

Healthcare access refers to the ability of individuals to obtain needed healthcare services in a timely
manner. It includes factors such as availability, affordability, geographical proximity, cultural
appropriateness, and acceptability of healthcare services.

37. Healthcare Utilization:

Healthcare utilization refers to the use of healthcare services by individuals or populations. It includes
measures of the frequency, intensity, duration, and appropriateness of healthcare visits, treatments, and
procedures.

38. Health Equity:

Health equity refers to the absence of unfair and avoidable differences in health outcomes among different
population groups. It involves addressing social determinants of health, promoting equal access to
healthcare, and reducing health disparities.

39. Health Policy Analysis:

Health policy analysis is the process of evaluating and assessing healthcare policies to understand their
implications on health outcomes, costs, and other relevant factors. It helps in informing policy-makers,
stakeholders, and the public about the potential effects of proposed policies.

40. Healthcare Delivery Models:

Healthcare delivery models are the structures and processes used to provide healthcare services to
individuals and populations. They include primary care, specialty care, hospital care, telemedicine, home
health, and other modes of healthcare delivery.
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41. Health Behavior:

Health behavior refers to the actions and choices individuals make that influence their health outcomes. It
includes behaviors such as diet, exercise, smoking, alcohol consumption, medication adherence, and
seeking healthcare services.

42. Healthcare Workforce:

The healthcare workforce includes all individuals who provide healthcare services to patients. It includes
physicians, nurses, pharmacists, allied health professionals, administrators, and other staff involved in
healthcare delivery.

43. Global Health:

Global health is the field that focuses on improving health outcomes and reducing health disparities on a
global scale. It includes efforts to address infectious diseases, non-communicable diseases, maternal and
child health, and other global health challenges.

44. Health Economics Research:

Health economics research includes studies that analyze the economic aspects of healthcare systems,
policies, and interventions. It aims to generate evidence on the impact of healthcare decisions on health
outcomes, costs, and equity.

45. Health Policy Implementation:

Health policy implementation is the process of putting healthcare policies into practice. It involves
translating policy goals into actions, allocating resources, monitoring progress, and evaluating outcomes to
achieve policy objectives.

46. Health System Strengthening:

Health system strengthening refers to efforts to improve the capacity, efficiency, and resilience of healthcare
systems. It includes investments in infrastructure, workforce training, quality improvement, governance, and
financing to enhance the overall performance of health systems.

47. Health Economics Models:

Health economics models are mathematical or computational tools used to analyze the economic impact of
healthcare interventions. They help in predicting the costs, benefits, and outcomes of different healthcare
policies and programs under different scenarios.

48. Health Policy Advocacy:

Health policy advocacy is the process of promoting policies and practices that improve health outcomes
and equity. It involves raising awareness, mobilizing stakeholders, influencing decision-makers, and shaping
public opinion on health issues.

49. Health Services Research:
Health services research is a multidisciplinary field that examines how healthcare services are organized,
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delivered, and financed. It includes studies on healthcare quality, access, utilization, outcomes, costs, and
disparities to inform policy and practice.

50. Health Economics Evaluation:

Health economics evaluation is the assessment of the economic impact of healthcare interventions on
health outcomes, costs, and other relevant indicators. It helps decision-makers in determining the value and
efficiency of different healthcare programs and policies.

Conclusion:

Health economics is a complex and dynamic field that plays a crucial role in shaping healthcare policies,
programs, and systems. By understanding key terms and concepts in health economics, learners can analyze
the economic aspects of healthcare, make informed decisions, and contribute to improving the overall
health of populations.
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