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Why It matters

Health research
 directly links to wellbeing through its impact on longevity
and quality of life
 contributes to achieving economic objectives
o reducing the financial burden of ill-health
o more productive population
o potential for greater equity

Public investment in research has been hampered by
concerns about returns on investment
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What we did
/ * NZHR commissioned NZIER
New Zea\ar\de‘;‘g‘ ) \\\Z\EQ . ags

oo B to complete a feasibility

study

- Estimate the ‘size of the prize’

- Review the international
literature

- Assess the suitability of New
Zealand data

- Estimate a ballpark value from
published values

- Make recommendations
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The potential value of health research in New NZER
Zealand is in the billions annually

* We estimated the value of lost production associated
with premature mortality due to non-amenable causes In
people aged 20+
— In terms of labour productivity loss
- In terms of potential loss

« We present results with and without discounting




Total labour productivity lost is at least $3 billion @:
annually

Total labour productivity value of premature life years lost under different
discounting

2017 deaths, 2022 dollars

$7,000,000,000

$6,396,083,954

$6,000,000,000

$5,000,000,000
$4,451,848,767

$4,000,000,000

$3,000,000,000 $2,933,304,197

$2,000,000,000

$1,000,000,000

B No discounting  ® 5% discountrate 2% discount rate

SesSourcesNZIER
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Total potential productivity lost is at least $4 billion ~ze=
annually

Total potential productivity value of premature life years lost under different
discounting

2017 deaths, 2022 dollars
$10,000,000,000

$9,251,692,518

$9,000,000,000

$8,000,000,000

$7,000,000,000

$6,481,852,777

$6,000,000,000

$5,000,000,000

$4,320,063,298

$4,000,000,000
$3,000,000,000
$2,000,000,000
$1,000,000,000

S-

B No discounting  ® 5% discount rate ™ 2% discount rate

Source: NZIER

S
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Key considerations in published studies

« Context and scope
— definition of health research
- source of investment (public/private/charity)
- extent of economic impacts (health gains, supply chain,
employment, commercial returns, spillovers to other sectors,
crowding in/crowding out?)

 Data
— national statistics, research institutes, universities
— bibliometric data
— input-output tables
— previously published estimates
— non-market values, e.g. value of a QALY/DALY, YLL

 Methods

— input-output modelling, CGE modelling
— top-down methods, bottom-up methods
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Input-output tables and CGE modelling

* |nput-output analysis
- uses static tables tables that identify the economic
relationships between sectors
- identifies how investment flows from one sector to other
sectors (economic spillovers)
- only captures demand side of the economy (no supply

constraints)
- NZ tables are not very granular (research and development

— health research approx. 13.5%)
* CGE modelling

« overcomes demand-side only modelling by introducing
supply-side constraints and factor price response
* Dbut relies on input-output tables for flows




Orverall health gains aoross all diseases and
corditions

Attribution to research wersus other facbars, e.g.
improverment in living standands, and time |ags
based on previous estimates ar expert advice

Owverall retliim on investrment for all hesltth researdh

Estirmated retum on investiment for health
research on spe dfic disease s/ oondition:

Expected netunn on imeestimeant for any beatth
reseanch

Lirtks finorm inputs to impact and time lags
damorstrated by bibliomethic methods or expert
advice. Attribution determined in corbext.

Heatth gains associated with specific
ir be rven tions in spe dfic diseas afconditions
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Common to all studies assessed

* Heavy use of assumptions, expert opinion,

benefit transfer
- lots of data needed, little data collected

* Time-consuming process= short-cuts
- Eg bottom-up approach: Grant and Buxton (2018b)
estimated a UK study of this type would take 18-24
months (single case study)

» High degree of uncertainty

» Highly sensitive results
 value of health gain has a significant impact



Time lags, including ‘translational gaps’ are )
most often subject to assumption
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M\ ' '
Trandation to

Baslc 5d ence Transl athon to Transl atlon to Transl athon to 3
EEEEEE

Phase }and 3
clindcal triaks
{dose sebectbon,

Phase 4 dinlcal
trials and dindcal

ot Comes
reseanch

Predindcal and
animal studie<




Benefit-cost ratios range from 2.2 t0 5.0 )
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Fraser of Allander Institute (2021) (Scotland, UK, Northern Ireland,
Wales). These reports focus on the contributions of medical research
funded by charities. The BCR includes output and Gross Value Add,
but not jobs created. \

OmOmO,0,C O

KPMG (2018) (Australia).
Impact of medical
research, broadly defined,
on health system savings,
job creation, and GDP,

Johnston et al
(2006) (UK) impact
of phase llI

Access Economics (2008)
(Australia). Impact of all

health R&D spending on productivity and flow-on randomised trials

health gains. Attributes : . funded by NINDS.
50% of health gains to to other industries. Bottom-up

health research and approach.
assumes lag of 40 years.

Estimate for New Zealand:
2.2 t0 3.9 BCR (20-30 years) — total of $1.1b - $1.9b

I eSS



ROIls (or IRRs) range from 7% to 46% ﬁzfg:

De Oliveira et al (2013)
(Canada) ROI for
cardiocvascular research

Glover et al (2014)
(UK) ROI for cancer
related research
Smith et al (2019) (UK) ROI
for early-phase biomedical
research at OBRC |

Glover et al (2018) Sussex et al {2016) {UK).
(UK) ROl in MSD Economic impact of public

biomedical and health
research 15— 18% \

related research

LT

Craig et al (2020): (in ascending
order) ROl in research in MSD ,
HERG (2008) (UK) mental health, cancer, CVD

HERG (2008): Use this rate as GDP
estimate based on US literature, to
combine with disease-specific results

(in ascending
order) ROl in
mental health and
CvD

Estimate for New Zealand: 13-30% annual return (20-36
years) - $64 million and $148 million per annum

B NS o



New Zealand should address data gaps )
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« Agreeing on a framework for data collection on
health research investment

* Development of a centralised bibliometric database
to facilitate investment tracking

Inputs and impacts are required for research impact assessment

tantaniant

Outcome and output tracing ensures all relevant inputs are identified




