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% Actuarially fair premium:
A premium that is set so that
the expected payouts equal the
premiums paid by the insured
(plus the cost of administration).

* Adverse selection: When a
party enters into an agreement
in which they can use their
own private information to the
disadvantage of another party.

* Agency: A situation in which
one person employs another to
act on their behalf.

* Allocative efficiency: A situ-
ation in which the factors of
production have been allocated
so as to reflect what people
demand (i.e. demand matches
supply). Social welfare is
maximized as MB = MC in all
markets and there can be no
substitution between markets
to increase welfare beyond its
current level.
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* Annualized costs: The annual
share of the initial cost of capital
equipment or investments, Sp-
read over the life of the project-
usually modified to take account
of depreciation.

* Asymmetry of information:
A market situation where all
participants do not have access
to the same level of information.

* Average cost-effectiveness ratio
(ACER): Ratio of the difference
in cost to the difference in effect
of a single intervention against
its baseline option (e.g. no
programme or current practice).

* Balance of payments (BOP):
Measure of currency flow
between countries. Benefit-

* Benefit - cost ratio (BCR): Ratio
of total monetized benefits divided
by total costs.Indicator used in
cost-benefit analysis (CBA).

* Budget line: A line on graph
representing all the possible
combinations of two goods that
can be purchased at given prices
with a set budget.

* Capitation payment : A pred-
etermined amount of money
given to a provider per mem-
ber of a defined population to
deliver specific services.
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A scale that
with

* Cardinal scale :
provides measurements
quantifiable differences.

* Ceteris paribus: The assumption
that all other variables remain
unchanged.

% Co-insurance: The percentage
of a medical bill that the insured
must pay, after deductibles and
co-payments are met. Some
insurance schemes have co-
insurance without deductibles
and co-payments.

* Community financing: Collective
action of local communities to
finance health services through
pooling out-of-pocket payments
that can include a variety of
payment methods such as cash,
in-kind and partial or delayed
payment.

* Community rating: Insurance
premiums that are based on the
pooled risk of a community.All
individuals in the community pay
the same premium, regardless of
claims experience or personal
level of risk.

* Complement: A good that is often
needed when consuming another
good. For instance, sugar can be
seen to be a complement to tea.
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% Constant dollars: Also known
as constant currency, these
correspond to values that have
been adjusted for inflation, and
so reflect the ‘real’ or actual
purchasing power.

* Consumer surplus: The diff-
erence between what a consumer
actually pays for a good and
the maximum they would have
been willing to pay for it. In a
sense it represents the ‘profit’ to
a consumer.

# Contingent valuation : A
technique used for assessing
people’s willingness to pay
by asking ‘Would you pay for
this product if it were offered
at this price?” for the same
good at different price levels.

* Co-payment: A specified
amount the insured must pay
for each received service
that can vary by service.

* Cost-benefit analysis (CBA):
An economic evaluation tech-
nique in which outcomes are
expressed in monetary terms.

* Cost - effectiveness analysis
(CEA): Aneconomic evaluation
technique in which outcomes are
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expressed in health units such as
life years saved.

* Cost-utility analysis (CUA): An
economic evaluation technique
where outcomes are expressed
in health units that capture not
just the quantity but quality of
life.

* Cross price - elasticity of demand:
The percentage change in quantity
demanded of a good divided by the
percentage change in the price of
another related good.

* Cross-subsidization A situation

the funds of

different population groups’ risk

arising when

pools are pooled.

* Current dollars: Current dollars
or currency refers to the actual
dollars spent, without adjustment
for inflation.

* Deadweight loss: The loss in
allocative efficiency occurring
when the loss of consumer
surplus outweighs the gain in
producer surplus.

* Deductible: A fixed amount
of a health care charge that the
insured must pay before the
insurer begins payment for all
or part of the remainder of the
Costs.
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* Demand curve: A graph showing
the relationship between the
quantity demanded of a good and
its price when all other variables
are unchanged.

* Diagnosis-related group (DRG):
Also known as health care
resource groups (HRGs) these are
case mix classification schemes
which provide a means of relating
the number and type of acute
inpatients treated in a hospital
to the resources required by the
hospital.

* Diminishing returns to scale:
A situation when a proportionate
increase in all, inputs yields a
less than proportionate increase
in output.

% Direct cost: Resources used
in the design, implementation,
receipt and continuation of a
health care intervention.

% Disability adjusted life year
(DALY): A measure of health
based not only on the length of a
person’s life but also their level
of ability or disability.

* Discount rate The rate at which
future costs and outcomes are
discounted to account for time
preference.
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Glossary

% Discounting: A method for
adjusting the value of costs
and outcomes which occur in
different time periods into a
common time period, usually
the present.

* Discrete choice experiments:
A technique used for assessing

to pay

by determining how they rank
different

nience, quality, price) of a

people’s  willingness

attributes  (conve-
service.

% Diseconomies of scale: Tech-
nological  conditions under
which long-run average cost in-
creases as output increases.

* Economic (productive) effic-
iency: A situation in which a
producer cannot produce more
without increasing cost.

# Economic evaluation: Com-

pares the costs and consequences
of alternative health care
interventions to assess their

value for money.

% Economic growth: A positive
change in the level of production
of goods and services of a country
over time.

* Economic profit: This is total
revenue minus total cost, distinct
from normal profit.
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* Economies of scale: The co-
nditions under which long-run
average cost decreases as output
increases.

The

conditions under which long-

* Economies of scope:
run average cost decreases as
the range of production/services
expands.

* Efficiency: A general term used
to describe the relationship

between inputs and outputs. It

is concerned with maximizing
benefits with the

available, or minimizing costs

resources

for a given level of benefit.

* Equity: A policy objective
which seeks to establish fairness
in the allocation of resources. It
is often, though not exclusively,
defined by an objective based
on equality in the distribution
of health, health care or access
to health care across population
groups.

* Equity-efficiency trade-off: The
conundrum in which policies
aimed at achieving a more

equitable share of resources often

are not the most efficient options
and thus result in less to share
overall.
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* Experience rating: Insurance
premiums are based on the claims
experience or risk level, such as
age, of each insured group.

* Externality: The cost or benefit
arising from an individual’s
production or consumption
decision which indirectly affects
the well-being of others.

* Fee-for-service: Payment me-
chanism where providers receive
a specific amount of money for
each service provided.

* Financial (budgetary) cost:
The accounting cost of a good or
service usually representing the
original (historical) amount paid
- distinct from the opportunity
(economic) cost.

* Financial intermediary: An
agency collecting money to pay
providers on behalf of patients.

* Fixed cost/input: A cost/input of
production that does not vary with
the level of output. The time for
which at least one input cannot be
changed actually defines the short
run.

* Formal sector employees :
Members of the population that
are employed with a taxable

income.
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* Fragmentation: A situation

whereby there are many financing
which
separate risk pools with limited

schemes operate  as
cross - subsidization.

* Fund pooling: The collection
of funds that can be used for
financing a given population’s
health care so that contributors
to the pool share risks.

* Goods: The outputs (such as
health care) of a production

that the

combining of different resources

process involves
such as labour and equipment.

* Gross domestic income (GDI):
Measures the income from all
economic activities that take
place within a country, and
includes wages, profits, rents
and interest.

* Gross domestic product (GDP):
The total value of goods and
services produced within one year
in a country. It is concerned with
the output produced in a specific
geographic location, regardless of
the nationality of who produces it
(e.g. a foreign-owned company).

* Gross national income (GNI):
GNI is GDP plus income earned
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by a country’s citizens from
abroad, minus income earned in
that country by foreign citizens.

* Horizontal equity: Equal
treatment of equals (e.g. equal
access for equal need).

* Human capital approach: An
approach that uses wages to
measure the value of produc-
tivity lost through illness.

* Income elasticity of demand:
The percentage change in quantity
demanded of a good divided by the
percentage change in population
income.

* Income effect: Demand for a
good falls as its price rises in
order for an individual to have
enough income available to buy
other goods.

* Incremental analysis : A
comparison of the difference in
costs with the difference in con-
sequences.

* Incremental cost-effectiveness
ratio (ICER): Ratio of the
difference in costs between

two alternative programmes to

the difference in effectiveness
between the same two in-

terventions.
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* Indirect cost : The value of
resources expended by patients and
their carers to enable individuals
to receive an intervention.

* Inferior goods: Goods for
which demand decreases as
income increases.

* Intangible cost : The cost of
discomfort, pain, anxiety or
inconvenience.

A scale that

provides measures with quantifiable

% Interval scale:

differences that does not have a true
zero, for example a temperature
scale.

* Law of diminishing marginal
utility: A hypothesis that states
that as consumption of a good
increases so the marginal utility
(extra benefit gained) decreases.

* Long run: A decision-making
time frame over which quantities
of all inputs to production can
be varied.

* Macroeconomics: The study of
the performance and functioning
of the economy as a whole.

An

examination of the additional

% Marginal analysis
benefits or costs arising from
an extra unit of consumption
or production of a ‘good’.
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* Marginal cost: The change in
the total cost if one additional
unit of output is produced.

* Marginal cost-effectiveness
ratio (MCER): Ratio of the
difference in cost and effect
resulting from the expansion or
contraction of a programme.

* Marginal utility The change in
total utility derived from a one
unit increase in consumption.

* Market demand: Horizontal
summation of all individual
demand curves to represent
the aggregate demand for a
particular good within a market.

* Market equilibrium: A sit-
uation where the price in a given
market is such that the quan-
tity demanded is equal to the
quantity supplied.

* Market failure: A situation
in which the market does not
result in an efficient allocation
of resources.

* Microeconomics: The study of
decisions taken by individual
consumers, households and

firms and the way in which

these decisions contribute to the
setting of prices and output in

various kinds of market.
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* Monopoly power: The ability
of a monopoly to raise price by
restricting output.,

* Moral hazard: A situation in
which one of the parties to an
agreement has an incentive, after
the agreement is made, to act in
a manner that brings additional
benefits to themselves at the
expense of the other party.

* Natural monopoly: A situation
where one firm can meet market
demand at a lower average cost
than two or more firms could
meet that demand.

* Net benefit: The benefits of an
intervention minus its costs.

* Net present value (NPV): Total
monetized benefits minus costs.
An indicator used in CBA.

* Non-rival: A good or service that
can be consumed simultaneously
by everyone.

Goods for

increases as

* Normal goods:
which demand
income increases.

* Normal profit: The return a
firm receives from inputs such
as a director’s role in organizing
and running the business. This
is part of the firm’s opportunity
cost.
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Glossary

* Normative economics: A strand
of economic analysis which
seeks to make recommendations
about how the world should be -
i.e containing value judgement.
For example, a study which
concludes that drugA is more
cost-effective than drug B is a
normative analysis.

* QOperational efficiency: See
technical efficiency.

* Opportunity (economic) cost:
As resources are scarce, an
individual in choosing to consume
a good, in principle, chooses the
good which gives to him or her
the greatest benefit and thus he
or she forgoes the consumption
of a range of alternative goods of
lesser value. The opportunity cost
is the value of the benefit of the
next best alternative.

* Qutcome: A change in health
status as a result of the system
processes (in the health services
context, the change in health
status as a result of care).

* Out-of-pocket (direct) paym-
ent: Payment made by a patient
directly to a provider.

% Qutput: The good or service that is
the result of the production process
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(in the case of health services, the
service that is delivered).

* Overhead cost: Costs thatare not
incurred directly from providing
patient care but are necessary to
support the organization overall
(e.g. personnel functions).

* Pareto efficiency: A situation in
which there is no way of making
any person better off without
making someone else worse
off (a point on the production
possibilities frontier).

* Patient sovereignty: A situation
in which patients can judge
the costs and benefits of health
care; bear the costs and receive
the benefits of health care; and
purchase those treatments where
benefits exceed the costs.

* Perfect competition: A mar-
ket in which there are many
suppliers, each selling an

identical product and many

buyers who are completely
informed about the price of each
supplier’s product, and there are
no restrictions on entry into the
market.

* Pigouvian tax : A tax that is
set to internalize the cost of

negative externalities.
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* Positive economics: Economic
statements that describe how
things are. For example a study
that measures the change in
health care expenditure for a
particular country over time is a
positive analysis.

* Price discrimination: This
occurs when a firm offers the
same product at different prices
to different people.

% Price elasticc A change in
price produces a more than
proportionate change in quantity
demanded.

* Price elasticity of demand:
The
of the quantity demanded of

relative  responsiveness
a good to a change in its own
price. The percentage change
in quantity demanded divided
by the associated percentage
change in price.

* Price elasticity of supply: The
percentage change in quantity
supplied of a good divided by
the percentage change in the
good’s own price.

* Price inelasticc A change

in price produces a less than

proportionate change in quantity

demanded.
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* Price taker: A supplier that
cannot influence the price of the
good or service they supply.

* Principal: A person on whose
behalf an agent acts.

* producer surplus: The difference

that a

producer receives from the sale

between the amount

of a good and the lowest amount
that producer is willing to accept

for that good.
* Production function: The
functional  relationship  that

indicates how inputs are trans-
formed into outputs in the most
efficient way.

* Production possibilities fro-
ntier: A line on a graph that
shows the boundary between the
combinations of goods that can
be produced and those that cannot
with the resources available.

* Progressive: A financing mech-
anismis described as progressive
if it consumes an increasing
proportion of income as income
rises.

% Public good: A good or
service that can be consumed
simultaneously by everyone

and from which no one can be

excluded.
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Glossary

* purchasing power parity
(PPP):
equates the price of a basket

Exchange rate that

of identical traded goods and
services in different countries.

* Quality adjusted life years
(QALY): A year of life adjusted
for its quality. A year in perfect
health is considered equal to 1.0
QALY.

* Ratio scale: A cardinal scale
that has a true zero, for example
length.

* Recurrent cost: The value of
resources with useful lives of
less than one year that have to be
purchased at least once a year.

* Regressive: A financing
mechanism is described as
regressive if it consumes
a decreasing proportion of
income as income rises.

* Resources: These represent
inputs into the process of
producing goods. They can
be classified into three main
factors: labour, capital and

land. Different goods would

generally require varying
combinations of these factors.

Resources are generally valued

in monetary terms.
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* Returns to a factor: This
measures the addition to output
as one factor to production is
increased.

* Returns to scale: This measures
the addition to output as the
scale of operations increases in
the long run so that all inputs
can be varied.

* Revenue collection: The raising
of funds either directly from
individuals seeking health care or
indirectly through governments
or donors.

% Risk aversion : The unwill-
ingness of an individual to take
on an identified risk.

* Scale efficiency: A situation
where the provider is producing
at an output level such that
average cost is minimized.

* Sensitivity analysis : The process
of assessing the robustness of the
findings of an economic evaluation
by varying the assumptions used
in the analysis.

* Shadow price: The true economic
price of a good that reflects its
value to society.

% Short run: A decision-making

time frame within which at least
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one input (the fixed input - see
above) cannot be varied.

% Social cost: The total cost
associated with an activity
including both private costs and
those incurred by society as a
whole.

% Substitutes: Goods that can
be used in place of other goods
(e.g. tea and coffee are seen as
substitutes).

* Supply curve: A graph showing
the relationship between the
quantity supplied of a good and
its price when all other variables
are unchanged.

#* Supplier-induced demand:
The demand that exists beyond
what would have been asked
by consumers if they had been
perfectly informed about their
health problems and the vari-
ous treatments available.

* Technical (operational) effici
ency: A point at which a prod-
ucer cannot produce more
output without using more of at
least one input.

* Time preference: People’s
preference for consumption (or

use of resources) now rather
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than later because they value

present consumption more
than the same consumption in
the future.

* Total (economic) cost: The sum
of all the costs of an intervention
or health problem.

* Transaction costs: Costs of
engaging in trade - l.e. the costs
arising from finding someone
with whom to do business, of
reaching an agreement and of
ensuring the terms of the
agreement are fulfilled.

% Underwriting: The insurer’s
process of reviewing insurance
applications, deciding what
coverage to offer and deter-
mining the applicable premiums
based on the health status of the
applicant.

* Unofficial payments: Spending
in excess of official fees, also
called ‘under the table’ or
‘envelope’ payments.

x  Utility
satisfaction an individual gains

The happiness or

from consuming a good. The
more utility an individual derives
from the consumption of a good,
all else being equal, the more he
or she would be willing to spend
his or her income on it.
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Glossary

* Variable cost/input: A input/
cost of production that varies
directly with the level of
output.

* Vertical equity: Unequal (but
fair) treatment of unequals (i.e,
individuals who are unequal
should be treated differently
according to their level of
need).

% Welfare (or social welfare):
The economic criterion on which
a policy change or intervention
is deemed to affect the well-
being of a society. In general,
this is assumed to be determined
by aggregation of the utilities
experienced by every individual
in a society.

* Willingness to pay (WTP):
The value an individual places
on reducing a health problem
or gaining an improvement in
health.
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(2011 pldy oMl g3l :.\;JI_31\\
(2011 sy 5505 S saadl - 32
2011 sy oMl CIWI susdl - 33
(2012 1,8y 500 gl sasdl - 34
(2012 455y 550Ny uold| 30s)l - 35
2012 ;58T o801y Lusludl saadl - 36
(2013 1y 050l gl suall 2 37
2013 454y 05015 el saadl - 38
(2013 ;58T o591 gl 50l - 39
(2014 1,8y osm,N) susdl - 40

(2014 45y o2 Nl oWl saddl 41
(2014 STy osmp Ny S sanl - 42
(2015 i ,dy osn,¥ls GILI sasdl 2 43

(2015 555y opa N5 @l J) sasdl - 44
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