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1.1. INTRODUCTION
The Economics of Health and Health Care

o Some semantics: Individuals want health, not health care
per se. The demand for health care is a derived demand such
as a demand for an input into a production function.

o Health Providers do not supply health but health care

o Health Insurance is not a insurance on our health but on the
monetary expenditures needed in health care to recover it.

o Health Economics emerged in the 60s after the publication of
Kenneth Arrow paper. The importance of Health Economics
has grown over the last 40 years due to the rapid growth of the

expenditures with health, particularly in the US.

o This course is mostly on the Economics of health care, i.e. we
are going to talk about Demand and Supply of health care .

services.

Health Expenditures as a % of Gross Domestic Product
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Total Health Expenditures per capita in US$ PPP
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Public Health Expenditures as a Percentage of
Total Health Expenditures

®m ® 4300 =0T

]

40.0

-

10.0 T T T T T T T T T ]
1960 1965 1970 1975 1980 1985 1990 1995 2000 2005 2010
Year

=0~ Spain «{=United States =~ OECD simple average (not weighted by pop) ‘

POSSIBLE EXPLAINATIONS :

o Due to several reasons, individuals demand more health
care services and medicines :
+ Income effect.
» The increased prevalence of insurance

o In USA: The public insurance programs born with the Social Security
Act in 1965: Medicaid (for the poor) and Medicare (for the elderly)

o In Europe, The National Health Systems (NHS)

o Beyond the increase in price and quantities, the increase in
expenditures also reflects a dramatic change in the basket
of goods and services in health has changed.

o Technological innovation is present in the basic package of
health care assistance (typically increasing the costs.

o Inflation in the sector is higher than the average




Why will Health Economics continue to
be an important topic of study?

v Health Care expenditure is a high and
increasing percentage of the GDP

v High Percentage of the Public Spending

v Sector of great technological innovation
and investment (e.g. Pharmaceuticals —
there 1s demand for these innovations,
people are willing to pay for their health)

High number of jobs

Why will Health Economics continue to
be an important topic of study?

Alcohol
Tobacco
Obesity

Growing life Expectancy and the growing number
of elderly people (older than 65) who need more
health care




ALCOHOL - LITRES PER CAPITA
(POPULATION OLDER THAN 15 YEARS OLD)

Alcohol Consumption (litres per capita 15+)
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TOBACCO — % DAILY CONSUMERS (POPULATION
OLDER THAN 15 YEARS OLD)

% population 15+ who are daily smokers
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OBESITY

% of Obese Population in Spain
(self-reported)
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