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This chapter will use empirical and theoretical tools from economics and econometrics to explore the comprehensive economic burden of disease.  

It will proceed in three parts.  Part one will draw a broad outline of relevant economic theory, part two will be an empirical exploration of some specific questions about the scale and scope of the economic burden of disease, and conclusion will discuss practical and policy implications.  

An outline follows.  In this version, subsection themes are more completely elaborated.  In the abbreviated version, subsection themes are less completely elaborated.

Part I.  Economic theory

A. Comprehending the welfare burden of disease (very brief)


1. The concept of utility, and interpersonal comparisons of utility


(this subsection would discuss the role of utility in traditional microeconomic theory, and will discuss the principle of ordinalism.  The idea is to elaborate on two themes: first, the difficulty that underpins welfare economics—how can we think about choices that involve trading off one individual’s well-being for another’s?  The relevance of this question for disease control will be made explicit.  And, second, a difficulty unique to disease control policy—given that utils are not a meaningful measure, how to compare “benefits” in a welfare sense of the control of various diseases? [the principle of DALYs would probably come up, as would the concept of the VSL].)


2. Modern approaches to welfare economics and social choice theory


(this subsection would start with a quick discussion of arrow’s impossibility theorem and the implications for social choice.  It will briefly discuss the normative assumptions implicit in the use of per capita income as a summary welfare measure.  After these brief comments, the relevance to disease control policy will be made explicit, and the bulk of the discussion in the subsection will relate to the tools that modern welfare economics has to offer in thinking about the comprehensive burden of disease (and, by implication, the benefits of disease control).  [Sen’s “capabilities” concept would probably come up.  Also, the use of willingness to pay as a measure of welfare burden would probably come up])


3. The economic foundations of cost effectiveness analysis, and recent developments


(in light of the concepts invoked in the previous two subsections, this subsection would discuss the concept of cost-effectiveness.  It would elaborate on the assumptions implicit in the use of [e.g.,] dollars per DALY as one criterion for decision making.  In addition to highlighting the power of CEA in organizing thinking about public choice, this subsection would also discuss the ways in which it should not be used.  It will also discuss the emergence of new analytical tools to help guide decision making, including the concepts of health capital, and VSLs).

B. Exploring the economic cost of disease


1. The pecuniary cost of infectious disease incidence on the household


(this subsection will begin with a mention of the cost of therapeutic care and lost wages—emphasizing that this is not where burden of disease assessments should end.  It will go on to discuss the loss of worker productivity associated with acute morbidity, with chronic illness, and with malnutrition.  The downstream effects of these costs will also be discussed—how much does spending on health reduce investment?  How much consumption?  The threshold effects of care in response to acute morbidity events will also be discussed, and the value of insurance schemes more generally.)  


2. Publicly financed interventions and private spending 


(this subsection will discuss the role of publicly funded disease control activities in offsetting or eliminating the costs outlined above.  It will draw a distinction between the distributional effects of disease control activities—which may also be described as benefits—as well as the Pareto improving effects.  It will also explore the question of “pro-poor targeting,” and the costs and benefits of universalizing coverage by prevention and treatment interventions)


3. The effect of disease risk on individual welfare


(this subsection will discuss risk aversion, making explicit the implications for the welfare burden of disease.  It will differentiate as much as possible between the concepts of risk aversion and preferences over intertemporal substitution, discussing the effects of public interventions on improving the prospects for longer, smoother consumption paths [spending and income over time], as well as their effect on reducing the variance in spending and income over potential states.)


4.  The effect of disease risk on decision making


(this subsection could prove to be quite long.  The idea would be to explore the economic costs associated with risk avoidance.  These would include not only obvious risk avoidance behaviors like the choice not to farm in trypanosomiasis infested areas, or not to travel, but would also include longer term decisions like those about the allocation of resources within the household—especially for the education of children, or the use of mothers’ time.)


5. Disease as an effect modifier


(this subsection would outline the ways in which disease prevalence can change the otherwise beneficial effects of economic behavior.  For example, improved transportation and increased commerce and trade are typically a good thing, but in the absence of AIDS control, they may have negative effects.


6. The external effects of disease prevalence, and scale effects


(this subsection would outline various population-level effects of disease prevalence.  These would include, for example, the effects of disease on demographic structure—and, the economic effects of demographic structure.  In addition, multiple equilibrium effects—for example, the role of disease risk and disease prevalence in reducing investments in education, and the role of a lower human capital stock on returns to human capital—would be discussed in this subsection.)

Part II.  Empirical explorations


1. The pecuniary cost of infectious disease incidence


(This subsection will try to elaborate on questions like, how much, in pecuniary terms do acute morbidity and mortality events cost a household?  Does spending on health care crowd out investment, or consumption, or both?  How much do acute events associated with certain infectious diseases, or chronic illness, or malnutrition cost in terms of reduced worker productivity?  [New analysis using the data from WISE—the worker iron supplementation evaluation, in Indonesia—will be used if possible].)


2. Economic output and economic growth


3. Mechanisms - Demographic structure


(this subsection would include before/after comparisons and case-specific discussions of demographic transitions)


4. Mechanisms - Investments in education/human capital


(this subsection would include regressions [and perhaps case studies] aimed at understanding how levels of education change as disease risk changes)

Part III.  Practical and policy implications


1. Meaningful summary statistics—Health Capital, VSL


(this section would discuss the rise of statistics like those above, as well as DALYs, the “biological standard of living,” and others, to complement per capita income as comprehensive welfare measures.  It will discuss their necessity, and the criteria on which one might determine their usefulness for specific comparisons or decisions.  The next two subsections will employ these new measures to understand the present and the recent past.)


2. Health Capital and Health Capital Changes by condition


3. The record on convergence in welfare measures other than per capita income


4. Reassessing development policy from a national perspective.


5. Reassessing development policy at the international level


6. Proper criteria for decision making


(these three subsections would summarize, and extend the discussion into normative recommendations)

