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Vision

Highly recognized and 
accredited center of excellence 
in Medical Education, using 
evidence-based training 
techniques for development of 
highly competent health 
professionals, who are lifelong 
experiential learner and are 
socially accountable.

Vision & Mission of RMU 

Mission Statement

To impart evidence-based 
research-oriented health 
professional education in order 
to provide best possible patient 
care and inculcate the values 
of mutual respect, ethical 
practice of healthcare and 
social accountability. 

Prof Umar's Integration Model
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Learning Objectives
At the end of session student will be able to

• Define economics

 Differentiate between macro &  microeconomics              
 Explain positive & normative economics
 Describe framework of health economics
 Explain law of demand, supply& elasticity
 Describe Production possibility frontier
 Explain 4 types of economic evaluation
 Appraise Components of economic evaluation
 Understand ethical issues in economic support
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Sequence of Lecture
1. Learning Objectives                                                      ( 1 slide)
2. Core Subject                                                               (27 slides)            
3. Research                                                                        ( 1 slide)
4. Bioethics                                                                      (1 slide)  
5. End of lecture assessment                                       (1 slide)
6.    Reading source                                                           (1 slide)
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Concept

Health economics is concerned with the efficient 
utilization of economic resources such as Human 
resource, materials, financial resources and with 
the alternative uses of resources in the health 
services sector.
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Definitions  

• The study of how men and society end up 
choosing to employ scarce resources that 
could have alternative uses.

• Economics is the study of how people allocate 
their limited resources in an attempt to satisfy 
their unlimited wants.

• The subject matter of economics lies on the
production, distribution and consumption of 
economic goods.
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Health economics

• The application of the theories, concepts and 
techniques of economics to health sector.

• TYPES?????
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Macroeconomics 

• The study of the behavior of the entire 
economy and concerned with the behavior of 
the economy as a whole or with the broad 
aggregate of economic life such as national 
output, income, the overall price level, 
unemployment, and foreign trade.
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Microeconomics

• Deals with the behavior of individual prices 
and quantities (Issues at individual level). Our 
knowledge of economics helps us to manage 
our personal lives, to understand society and 
to design better economic policies.
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Imp Terms To Understand Economics

Positive economics Normative Economics
 Describes the facts and 

behavior in the economy.
 Helps to understand 

economic phenomena, can be 
tested

 How things were/are/will be
Examples 
 Current  unemployed is 

20%? 
 Health spending is 5% 

• Involves ethics and value 
judgments. 

• Hypothetical statements, 
cannot be tested.

• How things should be, makes 
recommendations

Examples 
 Level of unemployment 

should be less then 5%
 Government Should give free 

treatment to poor
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Rationale And Focus Of Health 
Economics

A. Good health is determinant of economic growth 
and a component of the wellbeing of population.

A healthier individual might affect the economy in 
following ways

1. More productive at work and earn higher income.
2. May spend more time in labour force
3.  May invest more in education, it will increase their 
productivity.
4. May save more by increase in life expectancy 15

Rationale Of Health Economics cont….

According to WHO, increasing life expectancy at 
birth by 10% will increase the economic growth rate 
by 0.35% a year. 

B. Health economics is concerned with the 
alternative uses of resources /Policy making
with the efficient utilization of economic resources 
such as Human resource, material and financial 
resources. 
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Three problems of economic 
organization 

Three fundamental health problems
• What to produce 
• How to produce
• For whom to produce
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Supply and demand

• Supply relationship
• Demand relationship
• The law of Demand
• The law of Supply
• Time and supply
• Supply and Demand Relationship
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Graphical representation of the Law of 
demand & Supply
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Scarcity and choice

• ????
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Elasticity

Since the laws of supply and demand set price 
so
• Prices are always subject to change, based 

upon market forces and the interaction 
between the consumer and business.

• This change in prices and the degree of said 
change is known as elasticity
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Types Of Costs In Health Economics
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Types of cost cont………

• Opportunity cost
Benefit given up by not choosing the next best alternative. 
• Incremental cost
It is the difference in costs found between two 
interventions i.e. the intervention and its comparator
• Average cost
It is calculated by dividing the total costs for the 
intervention by the total quantity of treatment units 
provided eg No. of patients receiving  a course of 
antibiotics.
• Marginal Cost
the extra cost of producing one unit of output (e.g. 
increasing the length of stay in hospital by one day )
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Economic evaluation 

• Economic evaluation is used to ensure that 
limited resources are allocated as efficiently as 
possible.

• Technical efficiency
Meeting a given objective at least cost
• Allocative efficiency
Producing exactly what society wants
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Structure of economic evaluation
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Components of Economic Evaluation

33

End of lecture assessment

• Economics studying the decision made by 
individual & business concerning the distribution 
of resources & prices of goods & services is :

a. Macroeconomics
b. Microeconomics
c. Positive economics
d. Negative economics
e. Normative economics
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Relevant researches
https://www.google.com/imgres?img
url=https%3A%2F%2Fwww.ohe.org%
2Fwp-content

https://www.researchgate.net/publication/334473
253_Use_of_health_economic_evaluation_in_the_i
mplementation_and_improvement_science_fields-
a_systematic_literature_review
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Reading source

Ilyas Ansari Text Book Of Public Health And 
Community Medicine
(8th Edition)
Chapter Of Health Economics
Page 287-315
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