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Economic Evaluation in Healthcare
Economic evaluation refers to the analysis that uses cost and consequences to compare alternative courses of action (Bertram et al., 2021). Economic evaluation has increasingly been adopted and applied in healthcare in recent years. In economic evaluation, choices on resource allocation have to be made. The costs and consequences of those choices have to be evaluated. Economic evaluation is used in healthcare to determine the maximum benefits and costs that can be achieved from the resources. Economic evaluation is important in healthcare since it helps identify the best alternative that is appropriate for use through systematic reviews. This study discusses the importance of economic evaluation, cost-effective analysis and cost-benefit analysis of the economic evaluation and the views based on the two analyses in resource allocation.
Economic evaluation is mainly used in healthcare for decision-making (Brazier et al., 2017). Decision-making involves the managing of costs incurred in healthcare, like acquiring and introducing new technology. Economic evaluation helps assess the technologies and determine if they are expensive in terms of overall costs incurred when applied to the target area. An example is, if the overall cost of the technology applied in patients is high, the technology is being considered to be expensive. An expensive technology should be avoided. Economic evaluation helps healthcare maximize or increase benefits from spending (Bertram et al., 2021). Healthcare can make decisions that provide more benefits than costs when adopted. Healthcare can get some benefits such as automation of processes that eliminate or minimize errors, better data storage and quality services that improve healthcare's image and reputation.
Economic evaluation can be used to determine the worthiness of interventions that helps in choosing the interventions that should be considered for adoption (Brazier et al., 2017). Worthiness or the value of an intervention is determined through gathering and analyzing the relevant information. Quality economic valuation should provide healthcare with information that is timebound, relevant, transparent and more useful. An economic valuation can be used by healthcare in pricing decisions of products and services. Healthcare can set prices that are reasonable by avoiding overpricing and underpricing of the services. Economic evaluation is used in healthcare to develop clinical practice guidelines that are appropriate for use in the facility. Economic evaluation is important in healthcare because it helps in the effective and efficient use of available resources (Brazier et al., 2017).
Cost Effective Analysis
The cost-effective analysis is the process of evaluating costs and the results of one or more interventions (Cookson et al., 2017). Cost-effective is used in healthcare to estimate and determine the costs incurred in gaining units of outcomes in a health facility, such as deaths from respiratory diseases prevented within a year. A cost-effective analysis is adopted in the healthcare system to help assess and improve performance. Healthcare applies cost-effective analysis in determining the type of intervention that provides maximum health of the population with the resources available. Cost-effectiveness analysis aims to gather information about the effectiveness of the current and projected intervention and the costs incurred in implementing the interventions. According to Bertram et al (2021), a cost-effective analysis is used to provide information and data that is to be used in making clinical decisions for better health.
Various factors are considered when adopting the cost-effective analysis in healthcare (Cookson et al., 2017). It is important to determine and understand the alternatives being considered. Determine the costs range that is likely to be incurred compared to the amount the healthcare is willing to spend. Healthcare should include all the possible types of costs. The healthcare facility should gather information about the proposed intervention. This information helps in determining the effectiveness of the interventions proposed. Determine the benefits that are related to the interventions. Analyze the costs and benefits of the interventions. Determine if there are any costs or benefits differences on a small and large scale (Cookson et al., 2017). Healthcare facility can the main cause of risks and doubts related to the outcomes of the project. Determine the reliability of the uncertainties. If the doubts are not reliable, consider the proposal.
Cost-effective analysis can be considered to be a suitable method of economic evaluation in healthcare (Cookson et al., 2017). The cost-effective analysis is mainly preferred since it provides a more effective intervention at minimal costs. The implementation costs of the decision tend to be lower than the medical costs averted. A cost-effective analysis is an essential process because it helps to understand and compare the cost of the current intervention and alternative interventions that are focusing on the same issue or goal. This comparison helps healthcare determine if the intervention saves cost and the total cost required for implementation. The cost-effective analysis is suitable for use because it provides results or outcomes in a more precise form that is perfect for healthcare (Bertram et al., 2021). 
Several factors may limit healthcare to apply the cost-effective analysis, such as inaccuracy (Cookson et al., 2017). The models used in the cost-effective analysis may give out inaccurate ratios, which can lead healthcare to make wrong decisions on how to spend resources. The cost-effective analysis provides complex data and this causes a difference in performing calculations in healthcare. Wide utilization of cost-effective analysis raises the need for clarity of ethical issues in healthcare. In some cases, the children and aged are considered equal, while in other cases, children are considered to have a higher possibility of successful treatment than the aged people. In cost-effective analysis, unit measurement choices are different and influence the interpretation of the analyzed data. In a cost-effective analysis, prices greatly impact cost estimates where they can be different within one region or a country (Cookson et al., 2017).
Cost Benefit Analysis
Cost-benefit analysis refers to the activity of comparing the expected costs and benefits of a target project (Sommers, 2017). Healthcare uses the cost-benefit analysis to determine the costs that are associated with a certain decision or project. Cost-benefit analysis is achieved by subtracting costs from the benefits of the decision. If the benefits are greater than the costs, the decision would be appropriate to carry out. When the costs are greater than the benefits, the healthcare needs to rework the decision. Costs involve the time, property and conditions involved in implanting a decision, while benefits involve gains from the decision implemented, such as forestalled medical costs. Costs can be an indirect cost which includes fixed expenses such as healthcare rent or intangible costs, which involve a decline in productivity. Benefits may be classified into direct and indirect benefits (Sommers, 2017). The direct benefit includes an increase in revenue generated by healthcare, while the indirect benefit includes customer loyalty.
According to Bertram et al (2021), various steps are used in conducting a cost-benefit analysis. These steps help to make the analysis more accurate through the elimination of possible errors. Establish a framework where the analysis will be conducted. This establishment involves identifying goals and objectives to be addressed and the measurement method to be used. Identify the projected costs and the expected benefits of the decision or project. Compile a list of the costs and benefits and assign a value amount to each. The purpose of assigning value to the costs and benefits is to make it easy and accurate when making a comparison. Tallying is done on each of the lists to find the total value of the costs and benefits. Evaluate if the analysis allows the healthcare to achieve the stated goals. If the costs are greater than the benefits, identify other alternatives to the project. The benefits should outweigh the costs and contribute toward achieving the goals before choosing the decision or project (Bertram et al., 2021).
Cost-benefit analysis can be considered to be used in healthcare because it has various benefits (Sommers, 2017). Healthcare can use cost-benefit analysis because the decision evaluated has no bias in opinions made. The evaluation made is evidence-based and helps healthcare operate in more data-driven projects. Most decisions made in healthcare facilities are generally complex. Cost-benefit analysis can be used by healthcare to make decisions easy because decisions are made based on costs and benefits. The cost-benefit analysis also helps discover some of the costs that are not obvious such as indirect costs. Costs and benefits that are related to the project are easily outlined when healthcare uses cost-benefit analysis (Bertram et al., 2021).
There are some of the limitations that are associated with the use of cost-benefit analysis. When a healthcare facility adopts the cost-benefit analysis, it is not easy to foresee some of the factors that can affect the results in the future (Sommers, 2017).  Some long-term results, such as demand changes in the market, are difficult for healthcare facilities to predict. Cost-benefit analysis is only suitable for short-term decisions or projects because it is difficult to make some of the long-term variables predicted accurately, like inflation. In cost-benefit analysis, the predicted data is relied on upon towards achieving the results. If the data is inaccurate, the results have a higher possibility of being inaccurate.
Views on Cost Effective and Cost Benefit Analysis
Both the cost-effective analysis and cost-benefit analysis are suitable to be used in healthcare facilities (Bertram et al., 2021). Cost-benefit analysis is easier to use than cost-effective analysis because it is based on the cost versus benefits of the project. In cost-benefit analysis, there is a more probability of inaccuracy compared to the cost-effective analysis. Cost-benefit analysis tends to focus more on the survival of the healthcare from the analysis criteria used. The cost-effective analysis would be better to be adopted because it focuses more on improving health in the facility by adopting the most appropriate decision based on decision effectiveness. A cost-effective analysis would be more suitable because there are fewer limitations involved compared to the cost-benefit analysis. The cost-effective analysis focuses on intervention and describes the possible health benefits that can be received for the money.














[bookmark: _GoBack]
References
Bertram, M. Y., Lauer, J. A., Stenberg, K., & Edejer, T. T. T. (2021). Methods for the economic evaluation of health care interventions for priority setting in the health system: An update from WHO CHOICE. International Journal of Health Policy and Management.
Brazier, J., Ratcliffe, J., Saloman, J., & Tsuchiya, A. (2017). Measuring and valuing health benefits for economic evaluation. OXFORD university press.
Cookson, R., Mirelman, A. J., Griffin, S., Asaria, M., Dawkins, B., Norheim, O. F., ... & Culyer, A. J. (2017). Using cost-effectiveness analysis to address health equity concerns. Value in Health, 20(2), 206-212.
Sommers, B. D. (2017). State Medicaid expansions and mortality, revisited: a cost-benefit analysis. American Journal of Health Economics, 3(3), 392-421.
