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Introduction
• How does the NHS make decisions about what
to prescribe or to recommend for patients?
• How do they decide which new technologies,
programmes or service delivery models to
adopt?
• How do we decide what represents value for
money?
• Economic evaluation provides a tool by which
to help make these decisions.
• But….. Economic evaluation is only one of the
ways in which health economics might add
value to your research proposal

Introduction
This session aims to help you understand
how health economics might add value
to your research proposal.
Objectives
1. Develop an understanding of why health
economics might be considered in
research
2. Develop an understanding of when
health economics might be included in
research

Introduction
• What is health economics and
economic evaluation?
• But it’s not all about
economic evaluation….
• How does health economics
fit with your research?

What is health economics?
• Health economics is a branch of economics concerned
specifically with choices in health and health care
• It is based on the same premise as economics: limited
resources and unlimited wants; choice in the face of budget
constraints

Key concepts in health economics
• Scarcity: In health economics we assume that there are limited resources
(time of a surgeon; specialised equipment; number of beds in a ward
etc) and unlimited wants (unlimited needs of patients)
• Choice: And that choices are made in the face of budget constraints
(NHS budget)
• Opportunity cost: The opportunity cost of undertaking an activity is
defined as the benefits that must be foregone by not allocating
resources to the next best activity
The concept of opportunity cost is
fundamental to health economics. It
is based upon the idea that scarcity of
resources means that use of
resources on one health care activity
inevitably means sacrificing activity
somewhere else

Why is health economics important
in research?
•

•
•

In the UK around 8-9% of GDP is spent on healthcare and this is set to
due to demographic changes, impact of new technology, rising labour
costs and economic growth, increased demand for health care
In England alone the 2015/16 budget is £116.4 billion
We need to make choices and decisions about how our resources are
used

‘No healthcare system, anywhere in the world,
has achieved levels of spending sufficient to
meet all its clients’ wants for healthcare’
(Morris et al, 2007:3)

Economic evaluation
• The most important issue when deciding
whether to provide a healthcare intervention,
service or programme is the extent to which it
improves health; but…. there is no such thing as
a free lunch!
• The more a healthcare intervention or
programme costs, the fewer resources are
available for other programmes or
interventions (opportunity cost)
• When we are concerned with population health
cost becomes the second most important issue

Economic evaluation
•
•
•

•

Economic Evaluation aims to provide robust information to inform choices
It aims to ensure the benefits of programmes that are implemented exceed
their opportunity costs
It is a structured approach to help decision makers choose between
alternative ways of using resources
Economic evaluation is “... the comparative analysis of alternative courses
of action in terms of both their costs and consequences”
(Drummond, Stoddart & Torrance, 1987)

When might you think about
economic evaluation?
• New technologies or interventions
(decision analytical cost effectiveness
modelling)

Innovation &
development

• Preliminary research
• Feasibility/pilot studies

• Non-randomised studies
• RCTs

Phase 3 trials

• What is health economics and
economic evaluation?
• But it’s not all about
economic evaluation….
• How does health economics
fit with your research?

It’s not all about economic
evaluation….
• The methods we use in health economics allow for systematic
and rigorous examination of problems across a range of areas
in health and health care
• We draw on economic theories of consumer, producer and
social choice
• Health Economics can help understand the behaviour of
individuals, health care providers, public and private
organisations, and governments in decision-making

Structure of health economics
B: What is Health? What is its value?
Perceived attributes of health: health status
indices; value of life; utility scaling of health

E: Microeconomic
evaluation at
treatment level:
economic evaluation
of alternative ways
of delivering care, at
all phases of care

C: Demand for Health Care?
Influences of A + B on health
care seeking behaviour; barriers
to access; agency relationship;
need

D: Supply of Health Care? Cost of
production: Alternative production
Techniques; input substitution:
markets for inputs; remuneration
methods and incentives

H: Planning, budgeting & monitoring
mechanisms: Evaluation of effectiveness of
instrument available for optimising the system;
interplay of budgeting, manpower allocations,
norms: Regulation, etc… and the incentive
structures they generate

A: What influences
health (other than
health care)?
Occupational
hazards;
consumption
patterns; education;
income etc…

F: Market
Equilibrium?
Money prices. Time
prices, waiting lists,
non-price rationing
systems as
equilibrating
mechanisms and
their differential
effects

G: Evaluation at whole system level?
Equity and allocative efficiency criteria
brought to bear on E + F. inter-regional and
international comparison of performance
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How does health economics fit
with your research?
Thinking about your research do you have questions about:
• Cost effectiveness
• Efficiency
• Value or cost
• Financial reimbursement or distribution in health care
• Equity in health and health care
• Value of or valuing health
• Consumer preferences
• Consumer behaviour
• Healthcare provider behaviour?
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