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Part 1

H e a lt h T e c h n o l o g y
A s s e s s m e n t : W h at i t d o e s
and does not measure
This is the first in a series of papers that will discuss the value of medicines in contributing to the
health of the population in addition to medicines’ significant contribution to the broader economic
health of the community. This discussion paper will address the limitations of the current health
technology assessment (HTA) approach in Australia used to recommend medicines to be
listed on the Pharmaceutical Benefits Scheme (PBS). The focus of the HTA system is a narrow
healthcare system perspective rather than a broad societal view. It will be argued that such a
narrow perspective of appraisal undervalues the full potential benefits that medicines contribute
to the economy.
As part of the HTA submission to list a new medicine on the PBS the sponsor has to undertake
an economic evaluation, a technique that is used to measure the value for money (or costeffectiveness) of a heath technology, such as a medicine. It appears that over time the results
of the economic evaluations have become more prominent in the Pharmaceutical Benefits
Advisory Committee’s (PBAC) decision to recommend a medicine to be listed on the PBS. The
PBAC’s recommended approach is to restrict the economic evaluation to focus on the direct
incremental costs and benefits of a medicine versus the comparator. In many cases such a
narrow perspective will underestimate the broader economic and health impact of an innovative
medicine. These additional impacts may include a broader range of costs and benefits such as
non-health system costs, productivity gains, health gains that are beyond the patient (e.g. carer
quality of life improvement) and welfare payments avoided. These benefits if included in an
economic evaluation by a sponsor of a medicine appear to be accorded little or no value in the
PBAC’s deliberation on whether to recommend reimbursement on the PBS.
Such a restricted approach recommended by the PBAC often results in medicines not being listed
or causes significant delays in PBS listings due to protracted negotiations over the price-value
assessment. A restricted approach may also mean that the financial reward for innovation may
be undervalued which could have a negative flow on effect with respect to industry investment
in research and development and the supply of innovative medicines in the future. In addition,
industry not including these benefits in a submission due to the view that they will not be taken
into account in the PBAC decision making stifles the continual improvement in HTA methodology,
and thus undervalues the contribution of medicines to the economy.
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Executive summary
With the recent increase in the retirement age, healthy ageing and the ability to participate in the
workforce for longer has become even more important to the health and wealth of the nation. This
is just one area of policy that can benefit from a societal perspective on the value of medicines.
Although there are challenges to bringing societal benefits within the scope of the PBAC’s
assessment and the purview of central Government agencies, these are nonetheless important
benefits to patients, the healthcare system and the broader economy and therefore must be
considered at the whole-of-government level.
When considering listing or a major policy change to the PBS, the decision makers must take
into account that medicines are investments observable across society and across Government
portfolios, well beyond what the PBAC has considered in their individual assessments.
Over the next few decades, access to health services and new treatments will be crucial to
stimulating productivity and managing the costs of the ageing population. Pharmaceuticals have
the potential to improve health, prevent a sedentary lifestyle by continuing participation in work
and social life, limit additional burden on government benefits and increase overall quality of life
of the Australian and global population 1 .
Industry and Government both have important roles to play. Industry must continue to invest in
the discovery and bringing to market of new treatment options and must also continue working
with Government to ensure policies are in place that facilitate a stable and predictable market
for medicines, promote efficient investment across health and other Government budgets and
provide access to medicines for Australian patients.
Finally, it is imperative that Government and industry work together to consider the full value
of medicines to Australian society. Government and industry must broadly consider PBAC
recommendations and medicines policies in the context of what the Australian public values:
preventing childhood illnesses so that children can participate fully in school and activities;
treating diseases that take Australians out of work and cause them to suffer personally and
financially; managing chronic conditions that remove options for older Australians to work or live
out their retired years actively; and continually investing in cost effective new treatments which
provide patients with incrementally or vastly improved options.
There needs to be a constructive dialogue between government and industry as to how to
achieve a whole of Government assessment of the value of medicines to society. To do otherwise
is to deny that medicines are investments observable across society and across Government
portfolios, well beyond what the PBAC has considered in their individual assessments.

1

Bevan, S, Zheltoukhova, K, & McGee, R 2011, ‘Adding Value: The Economic and Societal Benefits of Medical Technology’, The Work Foundation, Lancaster
University, Lancaster, viewed 10 December 2014, http://www.theworkfoundation.com/DownloadPublication/Report/296_Adding%20value%20-%20
The%20Economic%20and%20Societal%20Benefits%20of%20Medical%20Technology.pdf
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Introduction
Australians believe that improving hospitals and the health system is the highest priority for
the Australian Government 2 . The Australian health care system operates under the principle of
universal access to health care for all Australians and permanent residents. Universal health care
aims to deliver necessary health services to all people without the provision of those services
resulting in financial hardship 3 . This means that access to health services in Australia requires a
system for financing those services.
The PBS is a central component of the Australian healthcare system, providing patients with
access to affordable medicines to prevent, cure and manage most medical conditions. The
scheme serves the health needs of the population universally regardless of ability to pay or
extent of need.
The value of providing affordable access to medicines for Australians, a pillar of the National
Medicines Policy, has long been recognised as beneficial to the health and productivity of
the nation 4 . Medicines play an integral role in supporting healthy ageing by preventing, curing
and managing disease. For this reason, as the population continues to age, the Government’s
medicines policies and administration of the PBS will be an important contributor to Australia’s
future social and economic prosperity.
The importance that society places on access to quality healthcare, and the high cost of
providing that care, means that health policy and effective decisions on health spending must
be informed with the best available evidence. In the case of medicines, this evidence includes
a system of health technology assessment (HTA) that incorporates an economic evaluation
to estimate the value for money (or cost-effectiveness) of a new medicine. By assessing the
relative costs and benefits offered by one medicine compared to other relevant alternatives,
HTA has the potential to assist governments in efficiently allocating scarce healthcare resources
to where they are likely to be most cost-effective. However the existing HTA system is limited
due to its mostly narrow focus on direct costs and outcomes rather than taking a broader
societal perspective. Thus, the approach is not consistent with the societal view implicit in policy
documents such as the National Medicines Policy.
Policy makers need to take a whole-of-government approach to fully recognise the broader
societal impact of medicines to ensure that medicines policies suit the needs and expectations
of all Australians.

2	Department of Health and Ageing 2013, Strategic Review of Health and Medical Research, viewed 5 April 2013, http://www.mckeonreview.org.au/
downloads/Strategic_Review_of_Health_and_Medical_Research_Feb_2013-Final_Report.pdf
3 World Health Organization 2014, What is Universal Health Coverage?, viewed 13 October 2014, http://www.who.int/universal_health_coverage/en/
4	Department of Health 2000, National Medicines Policy, viewed 5 April 2013, http://www.health.gov.au/internet/main/publishing.nsf/Content/B2FFBF72029E
EAC8CA257BF0001BAF3F/$File/NMP2000.pdf
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Health Technology Assessment: What is it?
Obtaining value for money from the use of health technologies, such as medicines, is an important
policy objective; it is essential in maximising the (health) benefit that can be achieved from the
use of limited health care resources 5 . A range of methodologies exist that attempt to measure
and therefore obtain value for money from health technologies. One method is health technology
assessment (HTA).
HTA has been defined as “a multi-disciplinary field of policy analysis, studying the medical,
economic, social and ethical implications of development, diffusion and use of health technology” 6 .
HTA is a sophisticated tool that is used by a range of health policy decision-makers globally,
including public and private payers, to inform health policy decisions. By analysing factual
information, the role of HTA is to incorporate scientific research into the healthcare decisionmaking process 7 . It relates the value of the health technology to its price. Such a comprehensive
assessment demands input from a broad range of stakeholders, and best practice requires a broad
societal perspective. A societal perspective is especially important when HTA is used to inform
decisions that will be funded using taxpayer dollars.
HTA can be used to assess medical procedures, consultations and diagnostic tests but is most
extensively used for the assessment of medicines, due in large part to the amount and quality of
data produced through clinical trials required for marketing approval. The data generated is used to
estimate the value for money conferred by a medicine through the application of HTA.

Health Technology Assessment in Australia:
The Pharmaceutical Benefits Scheme
In Australia, the Pharmaceutical Benefits Advisory Committee (PBAC), an independent statutory
body, was established in 1954 under the National Health Act 1953 to advise the Minister for Health
on which medicines represent ‘value for money’ and should be made available on the PBS. Under
the legislation, the PBAC is required to consider both the cost and effectiveness of a proposed
drug compared with other therapies—and to do so the PBAC conducts rigorous HTA.
The PBAC’s key objective is to determine the cost of achieving health outcomes with the proposed
new medicine compared with existing therapies that would be replaced in clinical practice.
When assessing a new medicine, the PBAC considers the cost, clinical effectiveness and cost
effectiveness of the proposed medicine compared to existing treatments. Additional elements
considered by the PBAC may include the clinical need in a particular therapeutic area for new
medicines, safety considerations associated with the medicine, and equity considerations.
This assessment includes an economic evaluation of the costs and benefits to the healthcare
system, such as the cost of listing the medicine, any reduced costs in hospital or primary care and
the health benefits to the patients above what they would have received from existing treatments.
To make the best use of resources without restricting access, the medicines that are made
available to the Australian population through the PBS are limited to those shown to be cost
effective.
5	Drummond, M, Jonsson, B, Rutten, F & Stargardt, T, 2011, ‘Reimbursement of pharmaceuticals: reference pricing versus health technology assessment’,
European Journal of Health Economics, vol. 12, p. 263-3271.
6 International Network of Agencies for Health Technology Assessment (INAHTA) 2014, viewed 30 September 2014, http://www.inahta.org/hta-toolsresources/
7 Becla, L, Lunshof, J, Gurwitz, D, Schulte in den Baumen, T, Westerhoff, H, Lange, B, & Brand, A, 2011, ‘Health technology assessment in the era of personalized
health care’, International Journal of Technology Assessment in Health Care, vol. 27, p. 118-126.
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How patients and society benefit:
Chicken pox vaccine
Th en Prior to the 1990s, there were hundreds of thousands of cases of chicken pox (varicella zoster
virus) in Australia each year with 90% of children affected by the time they reached early adulthood.
Severe cases resulted in 1,500 hospitalisations and seven deaths from the virus each year. In mild cases,
chicken pox caused pain and discomfort, and because it is primarily a childhood disease, parents were
often required to miss work and care for their children.
N ow The introduction of national funding in 2005 for a vaccine to prevent chicken pox has significantly
reduced the number of children who suffer from the disease each year. The number of children hospitalised
due to chicken pox each year has dropped by more than 77% in some age groups. The vaccine has provided
enormous benefits to children, their families and to the health system—additional societal benefits from the
vaccine include children staying in school and parents avoiding time away from work.
In a cost effectiveness study of universal varicella vaccination in the United States, it was estimated that
without the vaccine the 2006 birth cohort would suffer 75 deaths. Direct costs of the disease (to patients
and the health system) would be $333.4 million. When taking a societal perspective, the costs of the disease
to society were estimated at $1.5 billion.
References available on pages 12-13

Health Technology Assessment of medicines:
What is not measured?
Given Australia was the first country in the world to use HTA formally for the reimbursement of
medicines, the PBAC has been considered a world leader in and has been well respected in
Australia and abroad for the rigour of their assessments. The PBAC assessment involves rigorous
and thorough evaluation of new medicines within the primary context of the health system.
Importantly, however, the listing of a medicine is also likely to provide additional value to the
community outside of the health system, for example by helping patients to live independently
and participate in the workforce. Many new medicines and other new health technologies are
often easier to deliver or tolerate with significant non-health benefits for patients in rural and
remote areas of Australia in terms of improved access to health care. In addition, health benefits
may extend beyond the patient, for example, with a carer receiving quality of life benefits due
to an improvement in health of the patient and the associated diminished need for the caring
responsibilities.
This means that the value-for-money offered by a medicine may be far greater than is typically
recognised in a HTA submission to the PBAC.
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The ‘payer perspective’
The PBAC process is underpinned by a set of guidelines that outlines what should be included
in a submission. While the guidelines state that a societal perspective could be taken, the
perspective that the PBAC appears to take is confined to the health system in their assessment
of cost effectiveness. Indeed the Guidelines state that if the broader range of costs and benefits
are to be included they should be presented as a “supplementary analysis”, which discounts their
value in the PBAC decision making.
This scope of assessment is sometimes called the ‘payer perspective’ as the HTA evaluators
primarily assess value for money from the perspective of the health care system (i.e. the payer):
resource implications for the health budget and the health benefits of the proposed new listing
and generally exclude other broader benefits to the economy.

How patients and society benefit:
Societal perspective and decision making
While societal benefits from medicines are generally not valued by the PBAC, those unmeasured benefits do
flow through society after the listing of a medicine on the PBS with the Government gaining the residual value
on top of what has been assessed. While this may appear to be a positive for the Government, in fact long
term policy making and access to medicines is at risk where the full value of medicines is not observed. For
example, when Government readjusts policy settings or changes the listing process, the risks go far beyond
what is assessed by the PBAC in individual assessments.
In 2011, the Government announced that they would defer the PBS listing of several PBAC-recommended
medicines, all of which had been judged to be cost effective compared to available treatment options. One
of the deferred medicines was Invega Sustenna, an injectable medicine for the treatment of schizophrenia.
The benefits of Invega Sustenna over existing treatments include reduced number of injections, required once
every four weeks rather than fortnightly.
When deferring this medicine, the Government justified that alternative treatments were available. However,
this justification disregarded the costs of those unnecessary, extra trips for injections at health care facilities.
For the several months that Invega Sustenna was deferred, up to 10,000 patients and the broader economy
lost out on savings in transportation costs, carers’ time, and missed time from the workforce. None of these
benefits informed the PBAC’s assessment of cost effectiveness.
References available on pages 12-13

Societal benefits like productivity gains and improved carer quality of life are not systematically
captured in PBAC assessments. This means that the assessed value is often an underestimate,
and if these benefits were added, the value for money (or cost-effectiveness) of listing the
medicine would be more favourable.
For example, when a patient receives an appropriate and cost effective medicine, he or she may
return to work sooner and avoid making claims in the welfare system for unemployment support 8 .
This means that government will gain taxation revenue while also minimising expenditure in
welfare benefits 9 .
The issue of welfare payments (also called transfer payments) will be discussed in a later section
of this paper.
8 Schofield, D, Cunich, M, Shrestha, R, Passey, M, Veerman, L, Callander, E, Kelly, S, & Tanton, R 2014, ‘The economic impact of diabetes through lost labour
force participation on individuals and government: evidence from a microsimulation model’, BMC Public Health, vol. 14, p. 1-8.
9 Schofield, D, Cunich, M, Shrestha, R, Passey, M, Veerman, L, Callander, E, Kelly, S, & Tanton, R 2014, ‘The economic impact of diabetes through lost labour
force participation on individuals and government: evidence from a microsimulation model’, BMC Public Health, vol. 14, p. 1-8.
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The ‘societal perspective’
The consistent undervaluation of new medicines in the current HTA appraisal system can be
alleviated with the use of a broader, systematic societal perspective to HTA. This issue is not
confined to the PBAC and is experienced by health technology assessors worldwide. A 2013 study
showed that 80% of the HTA agencies of the markets studied (including Australia) purported to
include wider societal benefits of health technologies, however in reality only approximately 20%
of the markets studied actively included societal elements in their assessments.
Indeed most basic textbooks on economic evaluation in healthcare when discussing the
components of an economic evaluation recommend the inclusion of both direct and indirect costs.
For example, Drummond et al (2005) 10 classify costs into resources consumed by an intervention
and those resources that are saved as a result of an intervention improving the health of patients
(often termed cost offsets). They further classify costs into health sector costs, costs to other
sectors (e.g., housing costs) patient and family costs (e.g., out-of-pocket expenses, travel costs)
and productivity gains and losses (e.g., patient and/or carer taking time off work).
In this regard, the Netherlands and Sweden are more progressive and explicitly state that a
societal perspective should be adopted, both on welfare theory grounds and due to the fact that
decisions to list medicines have a broad public health and economy-wide impacts
For example the Dutch guidelines state that the societal perspective should include both the direct
and indirect costs, inside and outside the healthcare system 11 . Furthermore the Dutch system
encourages the development of new HTA methodologies. Dutch academics have a strong heritage
in refining and developing methodologies for the measurement of productivity gains – work that
has informed the reimbursement process.
The importance of including the societal perspective in terms of resource use is very well
illustrated by the economic burden of schizophrenia. Ekman et al (2013) 12 investigated the
healthcare resource utilisation and cost of illness study for patients with schizophrenia in Sweden.
The total cost per annum per patient was estimated to be €55,000 (2008) of which 60% of the
total was indirect costs due to productivity losses in relation to sick leave and early retirement.
This study also demonstrated a direct correlation between poor global functioning and higher
annual costs. In terms of direct costs, the proportion of total cost was made up of costs were
community care (22%), inpatient cost (8.1%), outpatients (6.6%) and pharmaceuticals (3%),
respectively. In Australia a study undertaken for SANE Australia by Access Economics estimated
that the cost of schizophrenia was $1.85 billion in 2001, with direct costs being $661 million and
indirect costs being $722 million (SANE, 2002) 13 .
The implication of this schizophrenia example is that a medicine that improves the symptoms of
schizophrenia compared to standard of care would have a significantly more favourable costeffectiveness result if indirect costs were included. Conversely, the new medicine could be
significantly disadvantaged if these costs were omitted from the analysis and would result in a
lower reward for innovation than is warranted than if the full economic benefit of the intervention
was considered. A narrow evaluation approach that discounts a major proportion of the benefits
may limit access of new medicines to patients that are in need by limiting or delaying reimbursed
coverage, or the price conferred to the medicine for its full incremental value may be lower than
that warranted by the clinical and economic evidence.
10	Drummond, M, Sculpher, M, Torrance, G, O’Brien, B, & Stoddart, G 2005, Methods for the Economic Evaluation of Health Care Programmes, 3rd edn, Oxford
University Press, New York.
11 College voor zorgverzekeringen 2006, Dutch Guidelines for pharmacoeconomic research, updated version, viewed 10 December 2014, http://
www.zorginstituutnederland.nl/binaries/content/documents/zinl-www/documenten/publicaties/publications-in-english/2006/0604-guidelines-forpharmacoeconomic-research/0604-guidelines-for-pharmacoeconomic-research/Guidelines+for+pharmacoeconomic+research.pdf
12	Ekman, M, Granstrom, O, & Omerov, S 2013, ‘The Societal Cost of Schizophrenia in Sweden’, Journal of Mental Health Policy Economics, vol. 16, p. 13-25.
13 Sane Australia 2002, Schizophrenia: Cost, an analysis of the burden of schizophrenia and related suicide in Australia. Viewed 10 December 2014, http://
www.sane.org/images/stories/information/research/0104_info_schizcosts.pdf
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Limited choice of economic evaluation techniques
Measuring societal benefits requires an economic evaluation methodology that can adequately
capture the full range of costs and benefits.
For medicines that demonstrate superiority in terms of efficacy and/or safety, the preferred
choice of economic evaluation methodology by the PBAC is a cost utility analysis where the
outcome measure is the quality adjusted life year gained (the QALY). Thus, this measure takes into
account both morbidity and mortality.
However there is much controversy about the validity and robustness of a QALY for a number
of reasons. Invariably the instruments used to measure quality of life (or utility) may not capture
all the health benefits of an intervention; the instruments may be insensitive to small changes
in a patient’s health status, particularly in relation to psychological functioning; and different
instruments used for the same intervention in the same disease may yield different QALY scores.
All these factors contribute to the QALY calculation that may have a material impact on the
incremental cost-effectiveness ratio which may impact the decision to list a medicine on the
reimbursement list.
In addition, it is convention to just measure the direct QALY impact on the patient but not include
any impact on the family and or carer. For a patient with schizophrenia, stabilising symptoms
may have a significant health (and QALY) impact on the carer and the family of a person
with schizophrenia, impacts that should be included in an economic evaluation if a societal
perspective was taken. In this situation where the QALY gain from the carer is significant, such
gains could be added to the QALY gain from the patient and inserted into the denominator of
the incremental cost-effectiveness ratio, thus improving the overall cost-effectiveness of the
intervention. Alzheimer’s disease is a condition where similar family or carer gains might be
expected.
The methodology that can in principle capture the full range of costs and benefits to whomever
they accrue in society – is cost-benefit analysis (CBA). This technique measures both costs
and outcomes in monetary terms. While there are issues in both measurement and valuation of
some benefits in money terms, this technique can provide a useful addition to the HTA armament.
The PBAC is reluctant to embrace CBA – the PBAC guidelines state that, “CBA is not preferred
because CBA is not likely to be valuable to most PBAC deliberations”. Monetary valuation of
health outcomes is allowed in a PBAC submission but is considered to be supplementary to
utility valuation. Thus, the technique that can provide the broadest societal perspective is not
recommended by the PBAC and thus few sponsors utilise this methodology. Indeed in other areas
of government such as transport and the environment, CBA is the technique most commonly
used to evaluate the economic benefits of alternative options for funding.
In addition to the issues relating to the methods for measuring non-health outcomes, there are
equity concerns in considering productivity alongside health benefits in HTA. Placing an emphasis
on the listing of medicines that deliver high productivity returns for the economy could reduce the
comparative value estimated for populations less likely to be active in the workforce.
In a recent example, the UK’s National Institute for Health and Care Excellence (NICE) rejected a
government proposal that its assessment of new medicines should include the evaluation of their
“wider societal benefit”, which was defined as a measure of the impact of a treatment on the
extent to which people living with an illness or disease “produce” or “consume” resources due to
concerns about the inappropriate use of age distribution 14 .
14 Taylor, L, ‘NICE rejects “wider societal benefit” test for new drugs, PharmaTimes, viewed 26 January 2014, http://www.pharmatimes.com/article/14-01-6/
NICE_rejects_wider_societal_benefit_test_for_new_drugs.aspx
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However, despite these challenges, NICE recognised that “these proposed changes to the
way we value new treatments will add further clarity to our recommendations and enable our
independent advisory committees to explore more fully the potential these treatments have to
improve outcomes for patients” 15 and is pursuing other proposals to more systematically and
explicitly take into account the severity of a disease, as well as the effect that diseases and
conditions have on the capacity to engage in society.

The issue of welfare payments
Most academics would argue that welfare payments (termed transfer payments) such as
unemployment and disability benefits should not be included in an economic evaluation, even
if a societal perspective is taken. Income transfers, involve the redistribution of money from one
member of society through taxation to another (via a welfare payment), are not considered real
costs to society (as resources have not been consumed) and should not be included in the
cost-effectiveness ratio. But if a whole-of-government approach is taken in a HTA, quantifying
such transfer payments may be of important and interest to central government agencies such
as Finance and Treasury and could be measured and presented either in a HTA application or in
the application’s Cabinet proposal. Indeed, Luce et al (1996) 16 state, “we do encourage analysts
to track and report transfers when they are significant, because redistributional effects of
interventions are often of concern to the audience of a CEA”.
To highlight the potential magnitude of such payments, the SANE (2002) report cited earlier on
the economic burden of schizophrenia in Australia, estimated that the annual transfer costs
related to schizophrenia were $190 million of lost tax revenue (patients and carers) and $274
million in welfare payments, primarily comprising disability support pensions. Improvements in
health brought about by innovative new medicines have the potential to reduce such payments,
thus allowing the reduction in welfare payments to be used for economic benefit elsewhere in
the economy.
Deborah Schofield an Australian academic leads an area of research that focuses on broadening
the measurement of indirect costs from productivity losses and gains to also include the impact
that health conditions have on government spending outside of the health system. In her work
she quantifies the impact of health conditions on a person’s capacity to work, welfare payments,
taxation revenue, saving for retirement and family poverty. While Schofield is not advocating that
these additional factors should be included in an economic evaluation, her work reinforces that
central government agencies need to be cognisant that health conditions may result in significant
costs to non-health portfolios and that these costs are most often not measured. Quantifying the
impact of an intervention on improving these health conditions will identify the potential to save
money and generate government revenue through effective healthcare. This type of analysis is
especially important when demographic change is expected to significantly change the ratio of
workforce to non-workforce participation, as is the case in Australia as highlighted by the 2010
Australian Commonwealth Treasury’s inter-generational report 17 .

15	National Institute for Health and Care Excellence 2014, NICE seeks views on how it assesses drugs and other technologies for the NHS, viewed 27
March 2014, http://www.nice.org.uk/News/Press-and-Media/nice-seeks-views-on-how-it-assesses-drugs-and-other-technologies-for-the-nhs
16	Luce, B, Manning, W, Siegel, J, & Lipscomb, J 1996, ‘Estimating costs in cost-effectiveness analysis; in: R Gold, L Russell, J Siegel, & M Weinstein (eds.), Costeffectiveness in Health and Medicine, Oxford University Press, New York.
17 Attorney General’s Department 2010, Intergenerational Report, viewed 1 February 2010, http://archive.treasury.gov.au/igr/igr2010/report/pdf/IGR_2010.pdf
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Meeting future health needs
Renewed government focus on delivering services and policies that support the ageing
population, acknowledges that healthy ageing and participation of older Australians is vitally
important to the health and wealth of the nation.
Rheumatoid arthritis, a condition with highest prevalence among Australians aged 65-74 years,
causes significant morbidity and has been shown to cost the Canadian, US and UK economies
billions due to sick leave and work-related disability 18 .
In the last decade, biological disease-modifying anti-rheumatic drugs (bDMARDS) have
been shown to provide productivity benefits including maintaining employment and reducing
absenteeism in the workforce 19 . Another recent study showed that when arthritis is managed
early in its development, workforce participation increases 20 .
Despite remarkable advancements, poor health remains a barrier to productivity and workforce
participation for older Australians. A 2013 study on labour force participation showed that people
aged 25-64 who suffer back problems and arthritis have a greater likelihood of being unemployed
and out of the labour force 21 . A 2008 retrospective analysis of chronic disease and labour force
participation showed that among the group of older Australians out of the labour force, 45.6%
reported a long-term health condition as the cause. Further, the study estimated that over
660,000 older Australians were absent from the labour force due to a health condition, “reducing
Australia’s GDP by approximately $14.7 billion per annum” 22 .
This exemplifies the challenge for both government and industry to ensure that the full costs and
benefits of health care interventions are taken into account by reimbursement decision makers.
A reimbursement system that systematically encourages a full societal perspective and the
measurement of all costs and benefits will provide better signals for resource allocation within
severely constrained Government budgets. At the same time such comprehensive evaluation
will lead to better signalling to Industry on what type of innovative medicines are valued most by
Government and this in turn will enable Industry to allocate research and development budgets
more effectively to meet the future needs of reimbursement decision makers.

18 Zhang, W, & Asiam, A 2011, ‘The economic burden of rheumatoid arthritis: beyond health care costs’, Clinical Rheumatology, vol. 30, p.S25-32.
19 Halpern, M, Cifaldi, M, & Kvien, T 2009, ‘Impact of adalimumab on work participation in rheumatoid arthritis: comparison of an open-label extension study
and a registry-based control group’, Annals of Rheumatic Diseases, vol. 68, p. 930-937.
20 Schofield, D, Shrestha, R, Percival, R, Passey, M, Callander, E, & Kelly, S 2013, ‘The personal and national costs of lost labour force participation due to
arthritis: an economic study’, BMC Public Health, vol. 13, p.188-198.
21 Churcher, L, Chan, C, Badley, E 2013, ‘Chronic back problems and labor force participation in a national population survey: impact of comorbid arthritis’,
BMC Public Health, vol. 13, p. 326-336.
22 Schofield, D, Shrestha, R, Passey, M, Earnest, A, & Fletcher, S 2008, ‘Chronic disease and labour force participation among older Australians’, Medical
Journal of Australia, vol. 189, p. 447-450.
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How patients and society benefit:
Medicines for Parkinson’s disease
Th e n Before the 1960s, there were few treatment options for Parkinson’s disease, and diagnosed patients
quickly became disabled and dependent on their families and carers.
N ow The introduction of levodopa in the 1960s was a major breakthrough, enhancing the lives of many
patients by improving their mobility and ability to participate in everyday life without assistance for longer.
Advancements in recent decades have provided even more benefits to patients.
Parkinson’s patients rely heavily on their families and paid carers for support, however these are issues which
are generally not considered by the PBAC.
For example, duodopa was recommended by the PBAC in 2010 as a cost effective treatment for advanced
Parkinson’s disease. The benefits of duodopa include reduced burden on carers; however despite the high
burden on families, these benefits were not included in the PBAC’s base case assessment.
References available on pages 12-13
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