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The aims of this 
presentation

ÅMain points in Economics

ÅEconomic Evaluation Bakcground

ÅWhy Economic Evaluation 

ÅWhat is Economic Evaluation 

ÅAims of Economic Evaluation 



What is Economics

ÅResources are scarce

ÅThe limited nature of societyôs resources

ÅEconomics is the study of how society manages 
its scarce resources

ÅEconomics is the science of scarcity and choice

ÅEconomics is the study of the uses of Scarce 
Resources which have alternative uses



Important to know

ÅHow people make decisions 

ÅHow policy makers make decisions



Point 1: People/ Decision 
makers face trade-offs

ÅMaking decisions

ÅTrade off one goal against another

ÅStudent ïtime/ Parents ïincome

ÅHeart patients/ Cancer Patients/ Vaccination/ 
children 

ÅSociety

ÅNational defense vs. consumer goods

ÅClean environment vs. high level of income

ÅEfficiency vs. equality 



How People Make Decisions

ÅEfficiency
ÅSociety getting the most it can from its scarce resources

ÅSize of the economic pie

ÅEquality
ÅDistributing economic prosperity uniformly among the members 

of society
ÅHow the pie is divided into individual slices

ÅEquity
ÅHealth care based on Need
ÅFinancing based on ability to pay



Point 2: The cost of something 
is what you give up to get it

ÅPeople face trade-offs
ÅMake decisions

ÅCompare cost with benefits of alternatives

ÅOpportunity cost
ÅWhatever must be given up to obtain one item



Point 3: Rational people 
think at the margin

ÅRational people
ÅSystematically & purposefully do the best they can to achieve 

their objectives

ÅMarginal changes
Å Incremental changes to a plan of action

ÅRational people take action only if
ÅMarginal benefits > Marginal costs



Point 4: People respond to 
incentives

ÅIncentive
Å Something that induces a person to act
Å Higher price
Å Buyers - consume less
Å Sellers - produce more

ÅPublic policy
Å Change costs or benefits
ÅChange peopleôs behavior
Å 2005 to 2008, price of oil in world oil markets skyrocketed
Å Price of gasoline in the United States rose from about $2 to 

about $4 a gallon
Å How did people react to high gas prices? Smaller cars/ public 
transport/ é 



Aim of Economics

ÅDemand side

ÅUtility maximization

ÅHow? (What, When, How much)

ÅSupply side

ÅProfit maximization 

ÅHow? (What, When, How much)

ÅFinal aim: Č Efficiency



Some history (1) 

ÅEarly period
ÅBefore ancient Greeks till 17th century (Cartesian Paradigm) 

ÅSlow accumulation of medical knowledge 

ÅDescription and empirical observation

ÅRapid Development of Knowledge (18thς19th)
ÅCartesian Paradigm (separating mind from body)

ÅStudy of the biological organism as a mechanism   



Some history (2) 

ÅModern Era (19thςcontinue)
ÅTechnology as an applied science only started to play an important role in human 

societies from the early 1960s 

ÅBiological revolution

ÅMachine-based technology

ÅIncreasing of the chronic disease



Increasing Health 
Technologies

ÅDevelopment of Machine-Based Technologies
ÅCT Scanners in 1972; Gamma knife in 1974; MRI in 1975

ÅNew Pharmaceuticals
ÅCephalosporinsin 1967

ÅStatinsin 1970s

ÅNew Treatment Methods 
ÅCesarean in late 1970s

ÅLaser Therapy in 1970s 



Facts in Pharmaceutical Market

ÅAdvances in science and engineering (Alternatives)
ÅIncreasing New and Expensive Technologies 

ÅIntellectual property (Market failure)

ÅThird party payment

ÅFinancial incentives of technology companies

ÅPublic demand

ÅStrong economies 

ÅIncreasing Health Expenditures





SSIO Pharmaceutical 
Expenditure

ówÅĈtw~¾Å ¶Æý ¹vºÞ£
 Ĉtw~¾Å ¶Æý ĂþĉÀă

#ówĉ½ ûĀĊöĊù$
¹vºÞ£ ºÉ½ ºÍ½¹ĂþĉÀă ºÉ½ ºÍ½¹

91276,720,13917,089,267

92279,076,30226,535,452155

93288,993,74241,607,224457

ówÅĂýw·ÿ½v¹ ¶Æý ¹vºÞ£
Ăýw·ÿ½v¹ ¶Æý ĂþĉÀă

#ówĉ½ ûĀĊöĊù$ 
¹vºÞ£ ºÉ½ ºÍ½¹ĂþĉÀă ºÉ½ ºÍ½¹

91 95,197,1915,714,610

92 97,649,97810,929,932391

93102,056,20017,107,059557



Concerns about Medicines 
& H Ts  

ÅIncreasing questions about safety, quality and effectiveness

ÅBeeson study (1980) in comparing the recommended 
treatment in two textbook of medicine in 1927 and 1975 
showed that:
Å60% of remedies in 1927 were harmful, dubious, or just 

symptomatic!

ÅOnly 3% of recommendations were fully effective! 

ÅRapid changes in healthcare technologies make it difficult to 
understand, even for experts



Result?

ÅWho is to assure safety?

ÅWho is to examine effectiveness?

ÅWill the cost of technology bearable by society?

ÅAre the ethics issues important in adoption, dissemination and 
utilization of technologies?

ÅIs it possible to value new technologies?

ÅIs it possible to value health and life?



Any solution? 

ÅEvidence-based Medicine?



What is EBM?

ÅEvidence-based medicine is:
ÅA method for evaluating the validity of research in clinical medicine and applying the 

results to the care of individual patients (McGovern, D. 2005)

ÅThe conscious, explicit, and judicious application of current best evidence from clinical 
research to the management of patientsô care (Diamond, 2000)   



BUT

ÅThere are many SAFE and EFFECTIVE medicines available in 
market

ÅThere are various DISEASES, NEED, and DEMAND for 
medicines

ÅThere are limited financial resources for covering all medicines

ÅA challenge Č is to provide quality patient care while assuring an 
efficient use of resources.

Å



Therefore 

ÅProviding pharmaceutical services at any cost now come under 
serious question

ÅWe have to spend our limited resources Efficiently 

ÅThen, the old question of 

ÅDoes it work?
Ånow must change to  

ÅDoes it worth? 



Pharmacoeconomics/ Economic 
Evaluations/HTA systems

emerged to help to find the 
answer of this question



What is PE/ EE/ HTA 

ÅA branch of Economics  (welfare economics)

ÅIt deals with input and out put of therapeutics

ÅConcerns about the choices

ÅA multi-disciplinary field of research

ÅExamines costs and consequences of health technologies 

ÅEconomic, humanistic, and clinical outcomes should be considered 
and valued using

ÅIt is intended to provide a bridge between the world of research and 
the world of decision-making

ÅJust ONE type of the society ñvalueò

ÅAs an INFORMER to decision making  



Choice

Medicine A 

Consequence A

Medicine B
Consequence B

Costs A

Costs B



Applications of P.E./ EEs/ 
HTA 

ÅTo justify C & E of Pharmaceuticals/ Natural Products 

ÅTo justify C & E of other health care services ( Screening/ 
surgeries/ vaccinations)

ÅTo allocate resources

ÅTo prepare clinical guidelines

ÅTo influence policy (health programs )
ÅInterest group!

ÅSponsoring company? 

ÅSo, be careful about the quality 



Limitation of P.E.

ÅNot considering the importance of distribution 

ÅDifferent methods, various equity criteria

ÅIs freed resources spent effectively?

ÅEconomic evaluation should be subject to economic evaluation! 



Why Natural products?

ÅSafer than their alternatives?

ÅMore Effective?

ÅCheaper?

ÅMore cost effective?

ÅRCTs/ EBM/ EBPM can help to prove these claims

ÅFocus on forth hurdle 



Summary

ÅRational people purposefully do the best they can to achieve 
their objectives

ÅRational policy makers stematically & purposefully do the 
best they can to achieve their objectives

ÅThere are limited resources for health and pharmaceutical 
cares 

ÅEconomic Evaluation could help NP to be distributed 
effectively 

ÅEconomic Evaluation of NPs Could convince policy makers 
to provide coverage for them 
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Ċ¯ ûwĊþz Èýv¹ ¹wÎ¤évK¢Æ

Å ûwĊþz Èýv¹ ¹wÎ¤év$Knowledge Based Economy= KBE# Çÿ½ Ăz Ă¤æñ ¹ĀÉ Ĉù
 ¿v ûj ½¹ ĂíÈýv¹ ćv¾z ā¹ÿÀåv Ç¿½v ¹w¬ĉvÉ Ĉù ā¹wæ¤Åv ÃĀÆ´ù ¾Ċá wĉ ÃĀÆ´ù¹Ā)

Å ćwă ć½ÿwþå ¡đj üĊÉwù Ăz Ĉù¹j Èýv¹ ¿v ĈÊ¸z ôĉº{£ ćv¾z IĈúí ûwĊþz Èýv¹ĉ  w
¹¹¾ñ Ĉù ¡ÿ¾§ ÿ Ç¿½v èö· Ăz ¾¬þù Ăí ºýĀÉ Ĉù xĀÆ´ù ¡đĀÎ´ù  )

Å üĉvćwă ĂþĊù¿ ½¹ ć¾Ċñ øĊúÎ£ Ĉýw{Ċ¤Ê~ ćwă ø¤ÆĊÅ ÔÅĀ£ ºývĀ£ Ĉù Èýv¹  ć¹wÎ¤év äö¤¸ù
 ā¹wæ¤Åv ā¹ÿÀåv Ç¿½v ¹w¬ĉv ćv¾z¹ĀÉ)

 ±ĒÖÍv ôÎå ûvĀþÝ ćv¾z ¾ív½¹ ¾¤Ċ~ ÔÅĀ£ ½wz üĊõÿv ûwĊþz Èýv¹ ¹wÎ¤év,- ¾ÎÝ xw¤í  Ĉò¤ÅĀĊ~wý
The Age of Discontinuity ±¾ÖùºÉ32
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