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NUR-621 Economic Theories and Models in Health Care
The purpose of this assignment is to describe economic theories and models in health care. Include your responses in the worksheet listed below and base your responses on evidence. Include references to your textbook and one scholarly article. The four theories/models are listed below. 

	
Theories/Models
	Description/Definition
	Example Related to Health Care
	Components

	1. Efficiency
	It entails the comparison of how a healthcare system operates with regard to particular output systems that lead to maximum care outcomes. Health care inputs include material, time, and cost. It the measure of the total amount that a care facility spends and the prices charged for services provided. Care delivery is cost-related and depends on the quality of care provided. 
	Hospital A discharges 100 patients at $500 while hospital B discharges 100 persons at $500. The above example means that hospital B is more efficient but it could be discharging patients with poor health outcomes. In this regard, hospitals should avoid wastage of their supplies, equipment, energy, and ideas in a bid to achieve optimal efficiency (Hussey et al., 2008). 
	It entails the measurement of hospital performance, physician performance, and related costs. 

	2. Supply and Demand
	Demand in healthcare is based on the fact that persons have to consume services and goods related to care delivery. On the other hand, supply refers to the total number of care services and goods offered to the patients. 
	Healthcare prices rise as a result of increase in demand. 
	It entails response to price and the availability of care resources such as doctors, nurses, and other medical practitioners. Also, it includes, price determination. 

	3. Economies of Scale

	These are benefits that caregivers derive by consolidating their efforts or service volume. Therefore, care facilities can reduce the unit costs for the services provided while still maximizing on output. 
	For example, a healthcare facility can decide to use a virtual hospital integration approach that enables them to leverage their scale outcomes without having to change unit inputs to other outputs or other healthcare facilities. In this regard, a hospital can opt for co-provision, development of innovative ideas collaboratively, or outsourcing shared services. 
	The key major components include economies of structure and economies of expertise. Economies of structure include benefits accrued by lowering costs or having a strong negotiation power. Economies of expertise is realized when hospital or other care facilities increase enhance their capacity to ensure optimal care outcomes by establishing collaborative efforts with other caregivers. As a result, care costs can be relatively low. 

	4. Market Failure
	Market failure in the healthcare sector refers to a phenomenon where caregivers are not held accountable for lack of efficiency. In perfectly competitively environments, inefficiency should be punished to ensure that price takers are regulated to prevent deficiencies within the market. 
	Failure of competition is an example of market failure and can exist when the government trade competition by offering incentives to certain health care providers.
	Healthcare market failure encompass, public goods, externalities, and informational asymmetries. 
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