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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
	Efficiency theory refers to an approach used to measure the extent to which resources are utilized in health care facilities. These resources include; space, time, and energy.
	For instance, health facilities are required to ensure efficiency in the health systems level by utilizing the available resources and secure the objectives related to its objectives.
	· Technical
· Dynamic
· Allocative

	2. Supply and Demand
	This theory explains the interaction between resource sellers and purchasers. The supply and demand theory explains the effect of the relationship between the availability of specific health care products and the desire for that health product has on its price ("Principles of health economics including," 2017).
	When health care prices increase, the demand for health care services reduce. 
	· Demand curve
· Market equilibrium
· Supply curve
· Factors causing a shift in demand and supply curve.

	3. Economies of Scale

	Economies of scale refer to cost advantages made by various health institutions when production becomes efficient ("Principles of health economics, including," 2017). In the healthcare sector, economies of scale refer to the volume of every procedure concerning better health outcomes.
	The high volume reduces the fixed cost of health care for every healthcare service produced.
	· Internal
· External

	4. Market Failure
	The concept of market failure refers to a situation where there are no interferences from the government, making the market become inefficient and lose wealth ("Principles of health economics, including," 2017). 
	[bookmark: _GoBack]The health industry is quite wide in different areas. There occurs greater competition in the hospital industry, and without any trade interference from the government, the cost of health care may move up uncontrollably, making the market to fail.
	· Competition
· Mobility of resources
· Information
· Externalities
· Distribution of public goods.
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