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Executive Summary

Access to medical care is a less important ro@nt of health than
behaviour and the environment but paradoxicallgnsi;ng on health in most
countries suggests the opposite.

In New Zealand, expenditure on population heailtiatives is tiny compared
with total spending on health. Ministry of Heafipending on prevention and
public health is only 5.9% of total health and tieaélated expenditure.

Part of the problem leading to inadequate mesog of public health is that
public health interventions are sometimes requicetheet a higher standard
of economic effectiveness than health care servmaslic health is expected
to save money (or at least break even) whereashheate services are not
expected to meet this standard.

To allocate health resources ethically andcéffely, and in order to obtain
the greatest benefit for the resources used, ressufor public health
strategies should be allocated in the same wagsmsurces for other health
strategies; public health strategies should nothawe cost-saving, buabst-
effective.

There are public health interventions whichenbeen shown to save money,
and many which have cost-effectiveness ratios bét@n or equivalent to
those of health care interventions. These inchatb@acco control initiatives,
cardiovascular disease prevention, communicableeades control, and
workplace health promotion programmes. These vatgions should be
funded since they produce the greatest healthfgathe resources available.

The effects of public health interventions aféen long-term rather than
immediate. Ignoring interventions with long-termt@ames in favour of those
which produce rapid outcomes means we risk ignasjpgprtunities to reduce
need in future, and this may be unethical. If wenr&l solely on immediate
need and neglect public health initiatives, it asqble that more people will
die prematurely.

Research into the impact of initiatives to ioy@ people’s health generally
supports the “compression of morbidity” hypothesssiggesting that the
incidence of disability will decline as the popidat ages, so that people will
live longer and healthier lives.

In the face of an epidemic of obesity and cluwratisease, and ageing
populations in most developed countries, reportsnfrcountries such as
Australia, Canada, the US, and the UK consistdnily that increasing their
investment in public health is economically effitie reduces health care
costs, and will deliver the best health outcomes.
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This briefing paper explains why investing in pabliealth is a sensible economic
strategy, and how investment in public health makesmportant contribution to
improving the health of individuals and of our ptgiion. The paper shows that for
resource allocation to be ethical and effectiveyligunealth interventions need to be
assessed using equivalent criteria for effectiveraasd cost-effectiveness as health
care interventions when health funding is allocated

Access to medical care is a less important detemiof health than behaviour and
the environmerit? but paradoxically, spending on health in most ¢oes suggests
the opposite. For example, in the US only 8.1%tatél health spending is on
prevention and public health Public expenditure on prevention and public et
OECD countries, as a percentage of total publieedjure on health, ranges from
0.7% in ltaly to 10.5% in Canada.

Similarly, in New Zealand, expenditure on populatibealth initiatives is tiny
compared with total spending on hedlthn 2005/06 Ministry of Health spending on
prevention and public health services was only 53%btal health and health-related
expenditure. Other public sources of funding foevention and public health came
from central government departments other than thieand local and regional
governments. Local authorities spent 5.4% of theial health and health-related
expenditure (which included food, hygiene and dngk water control, and
environmental health) on prevention and public thesérvices in 2005/06. Central
government agencies other than Health spent 11%enf total health and health-
related expenditure on prevention and public hesdtvices. Of total public health
and health-related expenditure in 2005/06 (whiatiudes the Ministry of Health,
other central government agencies, and regionallacal government), 6.6% was
devoted to prevention and public health servic&be private sector spent 1.6% of its
total health and health-related expenditure ongmgen and public health servicés.

3.0 Allocating resourcesto public health

Part of the problem leading to inadequate resogroinpublic health is that public
health interventions are sometimes required to raeleigher standard of economic
effectiveness than health care services; publitttheaexpected to save money (or at
least break even) whereas health care servicasaexpected to meet this standard:

In prioritizing policy initiatives, health care dosavings should not be the only way to
rank the importance of interventions. Sometimesvention will save money, and
sometimes it will not. Instead, quality of lifedhealth status of populations need to be
what drives priorities in health policy. It is imfiant that when funding is taken into
consideration on matters of health and health catative returns of investing in health
promotion and health care interventions should jplatyin concert. For rational public
policy, and for good health, our social investmaetisions that affect health should be
made with a common calculus and with quality af ifremost in the value equatibn.

To allocate health resources ethically and effetyivand in order to obtain the
greatest benefit for the resources used, resotocgsiblic health strategies should be



allocated in the same way as resources for othalthhatrategies; public health
strategies should not have to be cost-savingedsiHeffective.

The primary purpose of prevention is to improve goantity and quality of life, and if it
does so at a lower cost than other interventionsygmtion expenditure is a perfectly
rational use of the money from an economic pergpect Furthermore, prevention
should not be held to a higher standard than mkdiaee, where cost-saving is
commonly not the prime objective. Any type of hkaintervention — prevention,
treatment or rehabilitation — should ideally be leated by the same criteria, for
instance, cost-effectiveness.

There are public health interventions which havenbshown to save money, and
many which have cost-effectiveness ratios bettan thr equivalent to those of health
care interventions. Clearly there is no questioat these interventions should be
funded since they produce the best health gaithioresources available. Section 3.1
provides some examples.

3.1 Examples of public health interventions which are cost-saving or have
favourable cost-effectiveness

This section provides some examples of public haalerventions which have been
shown to be cost-saving or to have favourable efisttiveness ratios. It is not
intended to provide a comprehensive review of thst-effectiveness of public health
interventions.

3.1.1 Tobacco control

There is strong scientific evidence that populaterel tobacco control interventions
such as increasing the unit price of tobacco mtsjunass media campaigns, school-
based education programmes, and smokefree envirdarnegislation are effective in
reducing the prevalence of smokihgNot only do tobacco control interventions
reduce the prevalence of smoking, but tobacco obrgrassociated with decreased
health expenditure, improvements in health, anduced mortality from heart
diseasé® An assessment of the Australian National TobaGempaign (NTC)
found that it prevented around 55,000 deaths, gai®3,000 life-years and 407,000
QALYs, and saved $740.6 million in health care 65t The NTC was both cost-
saving and effectiv€) Overall, public health programmes to reduce tobacc
consumption in Australia are estimated to have da$2 for every $1 spent.
Smoking cessation alone is one of the most effeqivblic health interventions; “no
other medical or public health intervention appteacthis degree of impact, and we
already have the tools to accomplish'ft.”

3.1.2 Communicable disease control

Many immunisation programmes have been found tadst-saving (for example

childhood immunisation against diphtheria, tetarmml pertussis, and rotavirus,
immunisation against influenza in healthy workindgults), while others, such as
immunisation againdaemophilus influenzae type b (Hib), and immunisation against
hepatitis A in adults, have favourable cost-effemtiess ratios (defined as costs of
US$10,000 per QALY or lessf: * Sufficient economic data are still lacking for
some immunisation programm¥s.’®> An economic analysis of two Australian
immunisation programmes; immunisation for measlasnd 1970 to 2003, and

immunisation for Hib disease during 1991 to 2003nib a net benefit of the measles



immunisation programme of $9.1 billion, and $10limil for the Hib immunisation
programmé

Safer sex programmes to prevent HIV transmissiogapn and bisexual men have
been found to be cost-saviffy. In Australia, the present value of expendituras o
education and HIV/AIDS prevention programmes in @@@ices discounted back to
1984 has been estimated at $607 million. The estidhpresent value of the benefits
derived from these programmes is $3.149 billionthwthe estimated net benefit
therefore being $2.541 billiot.

3.1.3 Cardiovascular disease prevention

Statistical modelling of coronary heart disease taliby estimated that modest
reductions in cardiovascular risk factors in Endlaand Wales during 1981-2000
resulted in gains in life-years which were fourasrhigher than the gains in life-years
resulting from cardiological treatmerlfs. There is economic evidence favouring
cardiovascular disease prevention, but a recentersgtic review of economic
evaluations of primary prevention of cardiovasculisease highlighted a relative lack
of economic evaluations of health promotion intetins!® In Australia, the
estimated net benefit of programmes to reduce @aadcular disease from 1971 to
2000 was $8.478 billiofr.

3.1.4 Workplace health promotion programmes.

There is good evidence that workplace health praangirogrammes (which aim to

increase fithess and decrease risk factors amomipgees) are beneficial, not only
because they improve the health of workers, bt lésause they are cost-savifig?

A recent review of workplace health promotion peogmes found that such

programmes reduce absenteeism, and generate retormsvestment of between

$2.50 and $10.10 saved for every dollar inve$teth 2008 the Conference Board of
Canada recommended that businesses take actidre @o¢ioeconomic determinants
of health; stating that “Well-targeted investmeirtspreventive measures have the
potential to produce long-term cost savings throtggluced demand on health care
services and represent a more effective long-tetrategly for spending scarce

resources” and “Private and public sectoployers who act strategically can expect
cost reductions, gains in productivity, and beti@cruitment and retention

outcomes*

4.0 Theimpact of investment in public health

Another difficulty with prioritising spending on plic health interventions when
resources are being allocated is the timeframesivad. Often public health
interventions require immediate spending but rasultelayed outcomes, whereas the
demand for health care resulting in immediate au&® (for instance acute medical
services, and pressure to reduce waiting listsefective services) is constant and
sometimes urgent. But focussing solely on thentygend devoting resources only to
urgent matters, has the potential to ignore oppdrés to reduce need in future, and
also may be unethical. If we spend solely on imatedneed and neglect public
health initiatives, then it is possible that moeople will die prematurely. This was
elegantly addressed by Woolf, in a paper on theergial health and economic
consequences of misplaced priorities, where hedstat



Just as errors of omission cause harm, inatteribohow priorities are balanced can
indirectly claim lives, contribute to disease, aggherate costs that would not occur if
priorities were in greater harmony with potentialrg?®

It is sometimes claimed that spending money onipuigalth strategies is not a good
investment, since such strategies may allow petapliee longer but then become ill
later and die from other causes, which drain hesdittor resources. However this
argument is a misperception for three reasonsst,Faktra years of life have value, to
which it is worth allocating resources. Secondhys criticism applies not only to
public health; health care interventions also hthe potential to extend life, for
example every time a hip replacement or an appeattimy is performed there is
potential for an individual to live longer as aukof surgery (and potentially develop
other health problems later which will require tree of health resources). Thirdly, it
is possible that public health strategies will lé@asdcompression of morbidity; so that
people lead longer, healthier lives which do notessarily lead to increased
expenditure on health later. Section 4.1 describescompression of morbidity
hypothesis and other hypotheses about the impactgbvements in health.

4.1  Compression of morbidity, expansion of morbidity, or dynamic equilibrium?

In 1980 James Fries pointed out that, although éit@ectancy had increased in
developed countries during the 1900s, the maximifenspan had not increasét.
Fries suggested that extension of healthy life withfixed life span would lead to a
“compression of morbidity”, with people living loeg healthier lives, with a shorter
period of senescence near the end offifeThe compression of morbidity hypothesis
suggested that, if the age at first infirmity, digidy or other morbidity could be
postponed, and if this postponement exceeded esean life expectancy, then
cumulative lifetime morbidity would decrease; coegsed between later onset of
morbidity and time of deatH.

An alternative hypothesis, the “expansion of maitlichypothesis, suggests that an
increasing percentage of life-expectancy will béeeed by ill healtf® ?° The
assumption underlying this is that advances in oadiare will lead to improved
survival for people with chronic disease, but ilmgroved survival will be at the cost
of more years of morbidity. A third hypothesis tise “dynamic equilibrium”
hypothesis, which suggests that, although the nurobgears lived with disability
will increase, the number lived with severe disabilill decrease?

Subsequent research in several countries and oviéeredt time periods
predominantly supports the compression of morbidigpothesi€® %" 313¢or the
dynamic equilibrium hypothesité* The New Zealand Treasury, in its latest
document about New Zealand’s long-term fiscal parsjtsummarised the various
hypotheses and associated research and foundribiat these studies, it is reasonable
to assume that, in the future, the incidence dadldigy will decline as the population
ages, meaning that people will be living longer hedlthier lives™°

The final section of this paper, section 5.0, dés&s$ prioritisation of spending on
public health, with some examples from other caastr



5.0 Prioritising investment in public health

In 2001 a report on the long-term trends affectimg health service in the UK was
commissioned by HM Treasufy. This report, called the Wanless Report, quantifie
“the financial and other resources required to enghat the NHS can provide a
publicly funded, comprehensive, high quality seevavailable on the basis of clinical
need and not ability to pay”. The report modeltetee scenarios (Table 1). The
Wanless Report found that scenario 3, which reduaensiderable investment in
public health, was not only the least expensivenaie modelled, but also, by
definition delivered the best health outcorffes. A later report by the Wanless
Committee found that funding needs in the shorhteould be similar under any of
the three scenarios, but “funding increases coelddoluced in the more optimistic
scenarios in the following ten years through a dotiion of reduced demand, due to
success in public health and preventative measares,improved supply flowing
from increased productivity” The report also found that “Over the twenty-year
period, the fully engaged scenario, by definitidelivered the best health outcomes,
with life expectancy 2.9 years higher for men aridy2ars higher for women than the
slow uptake scenario, but it was also the leaseesive scenario modelled?.

Table1: Scenariosmodelled in the Wanless Report*

Scenario1l | Solid Progress

People become more engaged in relation to theidthhea Life
expectancy rises considerably, health status ingso&nd people haye
confidence in the primary care system and use rtenagppropriately
The health service becomes more responsive, witjin mates of
technology uptake and a more efficient use of ressu

Scenario 2 | Slow Uptake
There is no change in the level of public engagemerife expectancy
rises, but by the smallest amount in all three ages. The health
status of the population is constant or deterigrafehe health service |s
relatively unresponsive with low rates of techngiagptake and low
productivity.

Scenario 3 | Fully Engaged

Levels of public engagement in relation to theiallie are high. Life
expectancy increases go beyond current forecastg/thh status
improves dramatically and people are confidenthe health systen
and demand high quality care. The health sendceesponsive witk
high rates of technology uptake, particularly idatien to diseasg
prevention. Use of resources is more efficient.

b= =Y

In Australia, the National Preventive Health Taské produced a discussion
document “Australia: the healthiest country by 2020 The discussion document
outlined a case for improving the prevention afiebs and the promotion of health,
and set targets for the healthiest country by 2020:

« Halt and reverse the rise in overweight and obesity
* Reduce the prevalence of daily smoking to 9% o les



* Reduce the prevalence of harmful drinking for alist&alians by 30%
e Contribute to the ‘Close the Gap’ target for Indigas people, reducing the 17-year
life expectancy gap between Indigenous and norgamtius peopfé

The decision to focus on obesity, smoking, and laltavas the result of research
showing that together, smoking, obesity, harmfud¢ o$ alcohol, lack of physical
activity, poor diet and the associated risk factorshigh blood pressure and high
cholesterol cause about 32% of Australia’s illn¥ss.Three technical papers were
produced to support the discussion document. These “Obesity in Australia: a
need for urgent action”; “Tobacco control in Austamaking smoking history”; and
“Preventing alcohol-related harm in Australia: adéw of opportunity™>*’

An American report “Prevention for a Healthier Ameel found that investments in
disease prevention vyield significant savings amdnsfer communitie$® The study
on which the report was based was developed bytagoship between the Trust for
America’s Health (TFAH), the Urban Institute, thew York Academy of Medicine,
the Robert Wood Johnson Foundation, the Califomdowment, and the Prevention
Institute. The report found that “Keeping peopéalthier is one of the most effective
ways to reduce health care costs.”

Therefore TFAH concludes that an investment of $&0 person per year in proven
community-based disease prevention programs caeld get savings of more than $2.8
billion annually in health care costs in one to &ans, more than $16 billion annually
within 5 years, and nearly $18 billion annuallylid to 20 years (in 2004 dollars). With
this level of investment, the country could recawgarly $1 over and above the cost of
the program for every $1 invested in the first tm@ years of these programs, a return
on investment (ROI) of 0.96. Within 5 years, th®IRould rise to 5.6 for every $1
invested and rise to 6.2 within 10 to 20 years.isTeturn on investment represents
medical cost savings only and does not include digaificant gains that could be
achieved in worker productivity, reduced absentaeas work and school, and enhanced
quality of life*®

The Canadian “Healthy people, healthy performamheslthy profits” report found
that:

Costs associated with the health-care deliveryesystre rising, and they are expected to
account for even larger proportions of provincialdgets in the near future. But

increased spending on the health-care delivergsystione will not necessarily result in

healthier people who live longer. Among develomedintries, there is no clear-cut

relationship between the amount a country spendkeaith care and the health of its

population. Shifting attention to strategic invaeents in the socioeconomic determinants
of health promises to deliver not only improvemeinthealth outcomes, but also cost-
savings and economic benefifs.

Public health agencies such as Community and Ptlgalth can act as a catalyst or
leader in intersectoral partnerships (for instahegween the CDHB and other
organisations) to increase investment in publidthea

6.0 Conclusions

Interventions to improve health and extend life wa@thwhile, and health care and
public health interventions should be treated dguahen it comes to resource
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allocation. To allocate health resources ethically and effetyivand in order to
obtain the greatest benefit for the resources ussdurces for public health strategies
should be allocated in the same way as resourcesttier health strategies; public
health strategies should not have to be cost-sabingost-effective.

Many countries now recognise that increasing teeurces allocated to public health
initiatives, especially initiatives to reduce theyalence of smoking, combat obesity,
and reduce the harms associated with alcohol sengéigl if health sector spending is
not to spiral out of control.
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