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How much can we afford to pay for health benefits?
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Cost-effectiveness ‘thresholds’

Norms describing how recommendations are made
• NICE (2004), £20,000 to £30,000 per QALY
• Does not reject below £30,000 per QALY
• Evidence that  the effective threshold is £42,000 per QALY
• In some circumstances £50,000 per QALY 

Health opportunity costs (supply side)
• What we must give up to accommodate a proposed investment
• What else could have done with the additional resources required
• Health effects of changes in health expenditure



How can we estimate health opportunity costs? 
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What are the expected health consequences of £10m?



Recent estimates 

• Scale of health opportunity costs
• Type of health effects (mortality, survival and morbidity)
• Where these are likely to occur (disease, age, gender)
• Severity of disease (burden, absolute and proportional)
• Net production effects (marketed and non marketed)
• Impact on health inequality
• Affordability and the scale of budget impact
• Elicitation from clinical and policy experts (surrogacy and extrapolation)
• Re-estimated for all waves of data



Re-estimated for all waves of data



Alternative approach to identification 



Is NICE doing more harm than good?

For every £10m of additional NHS costs

Cost-effectiveness
of a new drug

Health gained 
(QALYs) 

Health lost 
(QALYs)

Net harm to 
NHS patients

£20,000 per QALY 500 773 -273

£30,000 per QALY 333 773 -440

£40,000 per QALY 250 773 -523

£50,000 per QALY 200 773 -573



Promises can be costly



Harm done by the Cancer Drugs Fund

Budget Benefits of CDF 
(QALYs)*

Health lost
elsewhere (QALYs)

Net harm to NHS 
patients

2013/14 £231m 3,374 17,821 -14,447

2014/15 £280m 4,098 21,645 -17,547

2015/16 £340m 4,977 26,283 -21,306



But cheaper generics in the future? 



Implications for UK policy
NICE
• NICE guidance is currently doing more harm than good
• Paying significantly too much not for new drugs
Pharmaceutical pricing
• Require, predictable, accountable evidence based pricing
• National value based rebate mechanisms
• Better ways to encourage valuable innovation
Accountable and ethical decisions
• Makes unidentified NHS patients more real
• Exposes reality of the choices faced with current resources
• Contribute to informed debate (the NHS is good value)



Thank you
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