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DESCRIPTION
Health economics is a branch of economics that focuses on the 
study of how health care resources are allocated and utilized and 
how they impact the overall health outcomes of individuals and 
populations. It combines economic theory with health-related 
issues to evaluate the efficiency, effectiveness and distribution of 
health care services. Health economists analyse how resources 
such as money, personnel and medical technology are used to 
improve health, prevent diseases and ensure access to quality 
healthcare. This field is important in developing policies that 
aim to optimize health care systems, improve health outcomes 
and control costs while ensuring equity in health care delivery.

At the core of health economics is the concept of scarcity, which 
refers to the limited availability of resources in comparison to 
the unlimited demand for health care services. Due to this 
scarcity, decisions must be made about how to allocate resources 
effectively to achieve the greatest possible health benefits [1]. 
Health economists apply tools such as cost-effectiveness analysis, 
cost-benefit analysis and health outcome modeling to assess the 
trade-offs between different health interventions and their costs. 
This helps policymakers decide which interventions provide the 
best value for money and how to prioritize health initiatives [2].

Cost-Effectiveness Analysis (CEA) is one of the primary methods 
used in health economics. It compares the relative costs and 
health outcomes of different interventions to determine which 
one offers the best value for money [3,4]. For example, in 
comparing two treatments for a specific condition, health 
economists would assess the cost per unit of health 
improvement, such as the cost per life year gained or cost per 
Disability-Adjusted Life Year (DALY) averted. This information 
helps to guide decisions on which treatments or programs 
should be prioritized within health care budgets [5].

Another important tool in health economics is Cost-Benefit 
Analysis (CBA), which evaluates the costs and benefits of health 
interventions in monetary terms. CBA allows policymakers to 
compare different projects, interventions or policies by assessing 
whether the benefits outweigh the costs [6]. This approach is 
useful when making decisions about large-scale health policies,

such as the implementation of vaccination programs or 
investments in public health infrastructure. CBA can also be 
applied to more specific projects, such as the construction of 
new hospitals or the introduction of new health technologies [7].

A key area within health economics is the study of health care 
markets and competition. This involves analyzing the behavior of 
suppliers (such as hospitals, doctors and pharmaceutical 
companies) and consumers (patients and health insurance 
companies) in the health care system [8]. Health economists 
examine how competition between providers can affect the price 
and quality of health care services. For example, the presence of 
competition may drive down prices and improve service quality, 
while a lack of competition could lead to inefficiencies, higher 
costs and poor-quality care [9].

Health economists also focus on global health issues, examining 
the economic aspects of health care in developing countries and 
the global burden of disease. This includes studying the 
economic impact of infectious diseases such as Human 
Immunodeficiency Virus (HIV)/Acquired Immunodeficiency 
Syndrome (AIDS), malaria and tuberculosis, as well as non-
communicable diseases like diabetes and cardiovascular disease. 
Health economists assess the cost-effectiveness of international 
health initiatives, such as vaccination campaigns, disease 
prevention programs and health system strengthening projects 
[10]. They also analyze the economic implications of global 
health challenges, such as pandemics and how they affect 
economic stability, workforce productivity and health care 
infrastructure.

CONCLUSION
Health economics plays a significant role in shaping healthcare 
systems and policies that are both efficient and equitable. By 
applying economic principles, health economists help ensure 
that healthcare resources are allocated in ways that maximize 
health benefits while minimizing costs. They use analytical tools 
to assess the effectiveness of various health interventions, 
helping policymakers make informed decisions about which 
treatments or services should be prioritized. Moreover, health 
economics addresses issues like healthcare inequality, ensuring
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that vulnerable populations receive the care they need and 
tackles global health challenges by evaluating the cost-
effectiveness of interventions across different countries. By 
optimizing resource allocation and guiding policy decisions, 
health economics contributes to creating healthcare systems that 
are not only efficient and effective but also accessible and fair 
for all individuals, regardless of their socioeconomic status.
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