
Applied Health Economics

Large-scale survey datasets, in particular complex survey designs such as
panel data, provide a rich source of information for health economists.
They offer the scope to control for individual heterogeneity and to model
the dynamics of individual behaviour. However the measures of outcome
used in health economics are often qualitative or categorical. These create
special problems for estimating econometric models. The dramatic growth in
computing power over recent years has been accompanied by the develop-
ment of methods that help to solve these problems. This book provides a
practical guide to the skills required to put these techniques into practice.

Jones et al. illustrate practical applications of these methods using data on
health from, among others, the British Health and Lifestyle Survey (HALS),
the British Household Panel Survey (BHPS), the European Community
Household Panel (ECHP) and the WHO Multi-Country Survey Study (WHO-
MCS). Assuming a familiarity with the basic syntax and structure of Stata,
this book presents and explains the statistical output using empirical case
studies rather than general theory.

A distinctive feature of the text is the way that it brings together theory
and practice. This book will be of great benefit to applied economists,
as well as advanced undergraduate and post-graduate students in health
economics and applied econometrics.
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Preface

Large-scale survey datasets, in particular complex survey designs such as
panel data, provide a rich source of information for health economists.
They offer the scope to control for individual heterogeneity and to model
the dynamics of individual behaviour. However the measures of outcome
used in health economics are often qualitative or categorical. These
create special problems for estimating econometric models. The dramatic
growth in computing power over recent years has been accompanied by the
development of methods that help to solve these problems. The purpose of
this book is to provide a practical guide to the skills required to put these
techniques into practice.

Practical applications of the methods are illustrated using data on health
from, among others, the British Health and Lifestyle Survey (HALS),
the British Household Panel Survey (BHPS), the European Community
Household Panel (ECHP) and the WHO Multi-Country Survey Study
(WHO-MCS). There is a strong emphasis on applied work, illustrating
the use of relevant computer software with code provided for Stata
(www.stata.com). Familiarity with the basic syntax and structure of Stata
is assumed. The Stata code and extracts from the statistical output are
embedded directly in the main text and explained as we go along. The
commands lines appear in the same format that they are recorded in the
Stata log file, prefixed by ‘.’, for example:

• use "c:\stata\data\bhps.dta", clear

The Stata output appears alongside in a smaller font. The code presented in
this book can be downloaded from the web at the homepage of the Health-
Econometrics and Data Group, http://www.york.ac.uk/res/herc/hedg.html.

We do not attempt to provide a review of the extensive health economics
literature that makes use of econometric methods (for a survey of the pre-
2000 literature see Jones (2000) and for a collection of papers see Jones and
O’Donnell (2002) ). Instead, the book is built around empirical case studies,
rather than general theory, and the emphasis is on learning by example. We
present a detailed dissection of methods and results of some recent research
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papers written by the authors and our colleagues. Relevant methods are
presented alongside the Stata code that can be used to implement them, and
the empirical results are discussed as we go along. To our knowledge, no
comparable text exists. There are health economics texts and there are
econometrics texts but these tend to focus on theory rather than application
and tend not to bring the two disciplines together for the benefit of applied
economists. The emphasis is on hands-on empirical analysis: the kind of
thing that econometric texts tend to neglect. The closest in spirit is Angus
Deaton’s (1997) excellent book on the analysis of household surveys, but
that emphasizes issues in the economics of development, poverty and welfare
rather than health. A general knowledge of microeconometric methods is
assumed. For more details readers can refer to texts such as Baltagi (2005),
Cameron and Trivedi (2005), Greene (2003) and Wooldridge (2002b).

As the book is built around case studies, and these reflect the particular
interests of the authors, we do not claim to cover the full diversity of topics
within applied health economics. However we hope that these examples
will provide guidance and inspiration for those working on other topics
within the field who want to make use of econometric methods. The book is
primarily aimed at advanced undergraduates and postgraduates in health
economics, along with health economics researchers in academic, govern-
ment and private sector organizations who want to learn more about
empirical research methods. In addition the book may be used by other
applied economists, in areas such as labour and environmental economics,
and by health and social statisticians.

Preface ix
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