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Why is considering 
cost-effectiveness

important?



HEALTH CARE BUDGET

New Personalised Medicine Technology

$$$

Disinvestment from other health care
(e.g. longer waiting lists, delisting)

$$$

Expected health
improvements

Expected health
losses



Expected health 
improvements

Expected health
losses

Economic evaluation allows us to compare these, and consider
the expected impact on the overall health of the population

The purpose should be to consider the
health of the population, not dollars 

spent

Essential if all patients are to be given
a ‘voice’ at the decision making table



Expected health 
improvements

Expected health
losses

A treatment should be considered cost-effective if its reimbursement
is expected to improve the overall health of the population 



Expected health 
improvements

Expected health
losses

A treatment should be considered not cost-effective if its reimbursement
is expected to diminish the overall health of the population 



How much expected health loss arises 
from any given incremental cost?

Requires empirical analysis

Peer-reviewed estimates of the 
incremental cost required to lose 

one quality-adjusted life year 
(QALY) of population health



Peer-reviewed estimates of the incremental cost required to lose
one quality-adjusted life year (QALY) of population health

Original

Estimate1

£12,936
(2008 GBP)

Private health care

Public health care

Hospital-based care

Hospital-based

CVD care

Legend

Simple

Conversion

$25,376
(2008 CAD)

Advanced

Conversion

$27,172
(2019 CAD)

Original

Estimate2

€24,870
(2012 EUR)

Simple

Conversion

$31,958
(2012 CAD)

Advanced

Conversion

$49,143
(2019 CAD)

Original

Estimate4

€41,000
(2010 EUR)

Simple

Conversion

$56,010
(2010 CAD)

Advanced

Conversion

$64,280
(2019 CAD)

Original

Estimate5

€73,626
(2014 EUR)

Simple

Conversion

$108,017
(2014 CAD)

Advanced

Conversion

$125,987
(2019 CAD)

Original

Estimate7

$104,000
(2019 USD)

Simple

Conversion

$137,998
(2019 CAD)

Advanced

Conversion

$130,832
(2019 CAD)

Original

Estimate3

$28,033
(2012 AUD)

Simple

Conversion

$29,023
(2012 CAD)

Advanced

Conversion

$30,628
(2019 CAD)

Original

Estimate6

183,539 kr
(2016 SEK)

Simple

Conversion

$28,449
(2016 CAD)

Advanced

Conversion

$26,948
(2019 CAD)
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Mean and median
≈ $30,000 per 

QALY
(2019 CAD)



What about equity
in the distribution of
population health?



Expected health 
improvements

Expected health
losses

What if some or all of the patients who stand to benefit
have characteristics that we wish to prioritize?  



We can use distributional 
cost-effectiveness analysis

Apply direct equity weights to QALYs 

Distributional Cost-Effectiveness 
Analysis: Quantifying Health Equity 

Impacts and Trade-Offs. 2020. 
Richard Cookson (ed.), Susan 

Griffin (ed.), Ole F. Norheim (ed.), 
Anthony J. Culyer (ed.).
Oxford University Press.



Expected health 
improvements

Expected health
losses

We must also consider whether some of the patients who stand
to lose health have characteristics that we wish to prioritize  



Recommendations



Decision makers should support empirical research
into the health opportunity cost of reimbursing

health technologies within the health care system

The characteristics of those patients who stand to benefit,
and those who stand to lose health, can also be taken into

account through distributional cost-effectiveness analysis,
via direct equity weights applied to their QALYs

This allows for an evidence based cost-effectiveness threshold, 
giving a ‘voice’ to those patients whose health is diminished and 

allowing for the net impact on population health to be considered



Questions
and Answers


