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Abstract

Best-practice economic evaluation methods for health-related decision making at a national level in England are well estab-

lished, and as a first principle generally involve attempting to maximise the amount of health generated from the health 

system’s budget. Such methods are applied in ways that are broadly transparent and accountable, often at arm’s length 

from explicit political pressures. At local levels of decision making, however, decision making is arguably less likely to be 

applied according to established overarching principles, is less transparent and is more subject to political pressures. This 

may be owing to a multiplicity of reasons, for example, undesirability/inappropriateness of such methods, or a failure to 

make the methods clear to local decision makers. We outline principles for economic evaluations and break down these 

methods into their component parts, considering their relevance in the English local context. These include taxonomies of 

decision-making frameworks, budgets, costs, outcome, and characterisations of cost effectiveness. We also explore the role 

of broader factors, including the relevance of assuming a single fixed budget, pressures resulting from political and budget-

ary cycles and affordability. We consider the data requirements to inform such deliberations. By setting out principles for 

economic evaluation methods in a clear language aimed at local decision making, a potential role for such methods can be 

established, which to date has failed to emerge. While the extent to which these methods can and should be applied are a 

matter for continued debate, the establishment of such a mutual understanding may assist in the improvement of methods 

for such decision making and the outcomes resulting from their application.
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1 Introduction

The effective commissioning of health and social care ser-

vices requires appropriate methods to determine which ser-

vices should be funded, given competing demands within 

a finite budget: economic evaluation (EE) is widely used 

for such an appraisal. An EE involves the assessment of 

costs and outcomes of alternatives within a single evalua-

tion framework [1], for example, costs falling on the health-

care budget and health-related outcomes in the case of an 

EE for health technologies. The use of EE evidence is an 

integral part of health technology assessment (HTA) pro-

cesses carried out by national agencies such as the National 

Institute for Health and Care Excellence (NICE) in England 

and Wales [2]. However, at a local level where a significant 

level of health and social care funding decisions are made, 

EE evidence traditionally plays a less integral role in the 

decision-making process [3, 4]. Within an English local 

decision-maker’s commissioning cycle, new interventions 

are considered within strategic planning processes based 

on needs assessments and reviews of current service pro-

visions alongside contemporary policy objectives [5]. The 

costs associated with such outcomes are often considered 

within an accountancy framework to ensure any spending 

remains within budgetary restrictions, with outcomes and 

costs potentially considered sequentially rather than simul-

taneously as within an EE approach.

A disconnect therefore exists between the nature and use 

of economic evidence to inform national decision making 

and to inform English local commissioning. While agencies 
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Key Points for Decision Makers 

Existing methods for economic evaluations are aimed at 

national decision making and are much less likely to be 

applied at a local level.

We suggest some potential reasons for the relative lack 

of the codification and application of such methods.

We also suggest that methods for economic evaluations 

may be applicable in many respects at a local level, and 

propose that there is a potential for an improvement in 

local decision making if health economists are able to set 

out the underlying principles for economic evaluations 

behind their methods.

focus, however, is on cost-related considerations given the 

importance of budgetary restrictions at the local level: this 

includes types of costs, budgets, expenditure, affordability 

and cost effectiveness. We consider three specific catego-

ries of EE frameworks, their respective decision-making 

criteria and potential suitability within a local decision-

making context. We additionally reflect on the availability 

of routinely collected care data within England to quantify 

resource use and costs. Finally, we discuss possible ways 

to bridge the disconnect so EE evidence that is relevant to 

the decision maker can be generated and better operation-

alised within local resource-allocation decision-making 

processes. While we focus on the situation in England, 

local and national, much of our discussion of local deci-

sion making in England may be generalisable to other con-

texts in which health-related decisions are made without 

systematised use of EE methods.

2  Principles for Constrained Healthcare 
Decision Making

Economics frequently characterises decision making as 

attempting to make an optimal decision given the exist-

ence of one or more constraints. In the context of an extra-

welfarist approach to an EE of health, the decision is often 

conceptualised as seeking to maximise some health-related 

outcome given constraints relevant to the health service 

[1]. The relevant constraints in this resource-allocation 

dilemma are both budgetary (e.g. the amount of money 

available to the health service) and technical (i.e. what is 

practically possible given the available inputs and the state 

of technology). A simplified application of these princi-

ples is that when a new technology becomes available, 

there is a need to generate evidence informing whether the 

new treatment is worth financing (i.e. whether it represents 

value for money) for which information is needed on the 

relevant outcome, the financial cost incurred to achieve 

this outcome and the opportunity cost implications of 

these financial costs.

3  How Have These Principles Been 
Implemented at a National Level by NICE?

While not a perfect realisation of a full solution to a maxi-

misation problem in a first-best world [10, 11], the process 

implemented at a national level by NICE draws on the 

concepts of the extra-welfarist approach of health maxi-

misation. The approach outlined by NICE [2] for tech-

nology appraisal focuses on the use of EE evidence in 

the form of a cost-effectiveness analysis (CEA), which 

such as NICE use HTA processes to provide policymakers 

with evidence and guidance to inform decision making, they 

have no direct commissioning or budgetary responsibilities 

themselves, with the financial impact of their guidance often 

falling on local commissioners’ budgets [6]. Under such con-

ditions, NICE guidance based on EE evidence may deter-

mine a new intervention to be cost effective from a national 

perspective, but local commissioners may be reluctant to 

conform to such guidance [7]. In an English setting, this lack 

of alignment is likely to be widespread, with the majority of 

commissioning decisions and budgetary responsibility held 

at a local rather than national level; for example, by local 

clinical commissioning groups (CCGs) and local authori-

ties (LAs). Local authorities are responsible for commis-

sioning publicly funded social care and some public health 

services, as well as for funding a variety of other non-care 

and non-health services such as education and waste dis-

posal [8]. Clinical commissioning groups fund the majority 

of National Health Service (NHS) healthcare services, con-

stituting approximately two-thirds of the NHS budget [5], 

a responsibility that will be transferred to Integrated Care 

Systems (ICSs) during 2022 [9].

This article describes the disconnect between current 

EE frameworks and associated evidence often considered 

at the national level, and how local decision makers in 

England operationalise outcome and cost-related informa-

tion within local commissioning processes. To achieve this 

aim, we explore the basic principles of resource-allocation 

decision making that EE evidence is intended to inform. 

While the specifics of outcomes and outcomes-based 

commissioning form a necessary discussion point in the 

context of EE, we restrict the bulk of our discussion of 

outcomes to the scope of which outcomes are relevant, 

and the perspective that defines this scope. Our primary 
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assesses one or more new health technologies in terms of 

their incremental costs and health outcomes compared to 

existing practice. Health outcomes are operationalised as 

quality-adjusted life-years (QALYs), a metric capturing 

both quality and quantity of life. In implementing these 

methods, NICE adopts a health, personal and social care 

perspective, and thus deems relevant costs to be only those 

“under the control of the NHS and personal and social 

services” [2]. Similarly, the outcomes perspective incor-

porates consideration of all direct health effects, measured 

in QALYs, and preferably using the EQ-5D measure and 

an associated preference-based value set to capture health-

related quality of life [2].

This information on incremental costs and health gains 

is combined to produce an incremental cost-effectiveness 

ratio (ICER), which represents the additional cost of gen-

erating one extra QALY using the new technology. Cost 

effectiveness is then judged relative to a threshold com-

pared to which the ICER must be lower—or judged to 

be more likely than not to be lower [12]—in order to be 

deemed cost effective [1]. While in practice the thresh-

old employed by NICE may substantially deviate from 

this [13], it is often characterised as representing the cost 

effectiveness of those healthcare treatments that would be 

given up should the proposed intervention be introduced 

[10, 14] under the assumption that such a new interven-

tion takes up only a small proportion of existing spend-

ing [15]. Under such circumstances, a comparison of the 

ICER of some new technology with the threshold assesses 

whether the new technology generates more QALYs from 

a given amount of money than would existing practice, 

and thus whether the new technology should be deemed 

cost effective. Where the budgetary impact is large, such 

a comparison, implicitly assuming that the opportunity 

cost at the margin is considered constant with respect to 

the scale of what is displaced in practice, may be inappro-

priate. Consequently, the budget impact test requires that 

new interventions with a budgetary impact of over £20 

million in the first 3 years of implementation trigger an 

additional period of negotiation between NICE, NHS Eng-

land and Improvement and the manufacturer, such that the 

new intervention becomes affordable to the NHS [16, 17].

4  What Aspects of Local Decision‑Making 
Reality are Failed by the Approach 
Associated with NICE?

Decision making at a local level, however, is likely to sub-

stantially differ from the NICE approach in a number of key 

ways that test the relevance and appropriateness of it as a 

method. While the national context for healthcare decision 

making is relatively straightforward and thus can be sum-

marised in brief, important differences are likely to exist 

at a local level. Notably, the use of a single QALY-based 

outcome is unlikely to be deemed sufficient or even relevant 

by local decision makers [18]. We discuss a multiplicity of 

potential interlocking reasons for this, including the different 

scope of responsibilities at the local level compared to the 

narrower and more health-focused national context of NICE, 

as well as differences in both contexts in the availability of 

relevant information and in perceptions of the role for EE 

methods. This section introduces the context for local deci-

sion making, and discusses potential important differences 

from the NICE approach that may exist for decision making 

at such sub-national levels.

4.1  Funding and Budgets

While decisions made by NICE generally involve the use 

of a series of yearly budgets from which allocations must 

be made, the picture at a local level is likely to differ, with 

responsibility covering multiple budgets with a diverse set 

of aims, often beyond health. Although this may differ from 

the context in which most health economists conducting EEs 

may operate, EE methods still remain potentially applicable. 

While primary consideration is generally given to the impact 

on the budget for the remit of most direct relevance (most 

commonly, the healthcare budget in the case of healthcare 

decisions), decision making can account for alternative or 

additional budgets, both private (e.g. out-of-pocket patient 

expenditures) and public (e.g. education), and divisions of 

budgets within a remit (e.g. separate budgets for primary 

and secondary healthcare). While national decision making 

by NICE in issuing statutorily binding technology appraisal 

guidance [19], or the issuing of other non-statutorily binding 

guidance in other areas, is also a degree of separation away 

from its implementation (generally by CCGs), at the LA 

level there is greater fusion in this sense.

Clinical commissioning groups and LAs are both allo-

cated funding from central government, with LAs also able 

to raise funds from local taxation, service fees and other 

sources of income such as investment returns [20]. Each 

body is given statutory responsibilities, involving some 

discretionary decision making, to provide certain services: 

CCGs are responsible for the joint commissioning of health-

care, while LAs have statutory responsibilities for, inter alia, 

public health [5, 20–22]. A number of definitions and dis-

tinctions regarding budgets are important at this stage, both 

to illustrate the local context and also to provide a suggested 

comprehensive framework with which local decision mak-

ers could consider the applicability of EE methods to their 

responsibilities.
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4.1.1  Soft Versus Hard Budgets

Budgets—the relevant monetary amount available for that 

service—that cannot be exceeded are hard; budgets that can 

be exceeded are soft. In reality, such distinctions are not 

always so clear nor binary. Components of individual budg-

ets might be variously hard and soft: for instance, funds for 

health might be ring fenced in particular areas or up to a 

particular level. This is particularly true in LA budgeting in 

England, where some funding is statutorily ring fenced (e.g. 

public health grants from central government), and other 

components of the budget must be committed to the provi-

sion of particular statutory services (e.g. waste collection) 

[20, 21]. This relates to a distinction between organisation-

level budgets and programme-level budgets.

4.1.2  Organisation‑Level Budgets and Programme Budgets

Organisation-level budgets refer to those at the highest level 

possible and would generally be assumed to be hard. For 

example, at a council level in England, this requirement is 

enshrined in statutory obligations placed on LAs to prevent 

budgetary overspend by the Local Government Finance Act 

1998 and successive Local Government Acts [20, 23].

Programme budgets are budgets allocated to a particu-

lar service or programme delivered by the organisation; for 

example, for health overall or a particular health service. 

Local decision makers may be able to reallocate funds from 

one programme to another through a process known as vire-

ment. Costs resulting from the same decision may ultimately 

fall on multiple programme budgets (e.g. public health and 

patient-facing health) or multiple organisations (e.g. cen-

tral vs local government, CCGs vs councils). As part of the 

Health and Care Bill 2021 and also other initiatives such as 

the Better Care Fund, pooled budgets to enable cross-sector 

commissioning objectives to be completed (e.g. commis-

sioning end-of-life care and falls prevention services) are 

attempts to remove sector-specific budgeting issues when the 

initial and future costs fall on multiple sectors (i.e. CCGs/

ICSs and LAs in this example).

4.1.3  Time Horizons in Budgeting

Concerns regarding the timing of spending can arise either 

from legal or accounting requirements [20] and the prefer-

ences of relevant actors involved in decision making. Statu-

tory obligations are placed on councils regarding budgetary 

overspend, and further obligations enforce the submission of 

a medium-term financial strategy covering expectations and 

plans for revenue and expenditure over at least the following 

3 years [20, 23]. While over the short-term some use may be 

made of reserve funds, a persistent overspend that results in 

depletion of such reserves is unsustainable [23]. Similarly, 

local healthcare providers (CCGs, trusts and expected ICSs) 

are mandated to produce annual accounting reports that are 

submitted to national bodies such as the Department of 

Health and Social Care [24]. Related issues are considered 

in a later section on affordability concerns.

Further non-statutorily induced time preferences may 

arise out of political budget cycles: components of a pub-

lic body’s spending that are affected by the electoral cycle 

[25]. These may influence decision making in ways such as 

creating greater short-term discretionary spending around 

electorally sensitive times, or causing the discounting of 

spending beyond time periods in which decision makers 

may no longer be in office.

4.2  Costs

Health economists conventionally assume that costs faced by 

the commissioner from any new care option, as well as those 

currently borne from current services, are completely flex-

ible and portable. For the purposes of public sector decision 

making and local budgets, generally the costs of interest are 

those borne by the relevant organisation(s) or programme(s) 

financing the services. Like budgets, specific cost aspects 

need careful consideration. While costs are presented here 

grouped by type, other logical groupings exist, for example 

across budgets or time, and depending on circumstances may 

be more appropriate for the decision at hand [26, 27].

4.2.1  Fixed vs Variable Costs

Fixed costs are those that are associated with the start-up 

or running of an activity even if the amount of that activity 

turns out to be zero. Consider the example of a vaccina-

tion centre. The rental cost of this centre—even if nobody 

attends the centre to be vaccinated—must still be paid, and 

constitutes a fixed cost.

Variable costs are those that increase with usage: for 

instance, the cost of a single vaccine. Marginal costs are 

highly related and consist of the increase in variable costs 

attributable to a one unit increase in the output: in the case 

of a vaccination programme, this would be the extra cost 

attributable to the provision of one extra vaccine. As in the 

distinction between hard and soft budgets, these distinctions 

are not always as clear or binary, and whether something is 

a fixed or variable cost may depend on the exact context of 

the decision being made.

4.2.2  Sunk Costs

Sunk costs are costs that are irrecoverable once incurred. In 

the health sector, we might think about something like devel-

oping a new bespoke IT software platform. Once developed, 
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these platforms cannot generally be repurposed for other 

uses. This contrasts with (for instance) constructing a new 

vaccination centre, assuming the building or its component 

materials could be repurposed. Transaction or “friction” 

costs are generally a type of sunk cost, referring to costs 

arising separately from the mere production of a good but 

which are incurred in order to effect the transaction [28, 29].

4.3  Expenditure, Affordability and Cost 
Effectiveness

Affordability is a related concept to cost effectiveness [15, 

30]. For example, consider a new programme costing £4 

million given a discretionary health budget of £1 million 

(i.e. the budget remaining after all mandated services are 

funded). This programme would, owing to its cost exceeding 

the entire budget, be simply unaffordable.

In practice, most new programmes are not wholly unaf-

fordable. In the aforementioned example, implementing a 

quarter of the £4 million programme is possible within the 

existing budget of £1 million, but every other programme 

funded from the discretionary budget would have to be 

entirely displaced. As this example implies, the opportu-

nity cost is likely to increase disproportionately with the 

scale of the proposed commitment relative to the availa-

ble discretionary budget, as more and more cost-effective 

programmes will need to be displaced. In a NICE context, 

such a situation motivates the use of the budget impact test 

[17]. While such circumstances may be relatively rare in a 

national decision-making context where budgets are large, 

they are likely to be more prevalent in the context of local 

decision making where budgets are smaller and harder. This 

is likely to apply to a greater extent in LAs with smaller 

per capita discretionary budgets. Research in the context of 

national decision making has sought to relax this assumption 

[11, 15, 30] and, although similar research in the context of 

local decision making is currently absent, the implications 

of this are nevertheless likely to be relevant to informing 

such decisions. Relatedly, while research at a national level 

has sought to establish the likely cost effectiveness of treat-

ments displaced—both at the margin and with large degrees 

of budgetary impact—in practice [13, 31], such estimates are 

likely to be absent at a local level.

Affordability concerns are also likely to be linked to rel-

evant time horizons in budgeting. When considering relevant 

expenditure, an implicit assumption often made is that the 

timing of expenditure commitments is largely unimportant 

and that high impacts can be smoothed over time. This 

means that questions on the merits of capital expenditure 

are largely judged according to the implied rate of return 

of the programme, rather than the outlay amount. Because 

of constraints on capital expenditure, local decision mak-

ers cannot always borrow money to pay for something that 

appears cost effective when there is a substantial up-front 

cost even if future rates of return would exceed rates of inter-

est on borrowing.

Furthermore, uncertainty regarding expenditure is likely 

to pose greater problems at local levels. National decision 

makers deliberating on commissioning recommendations 

may be able to tolerate high levels of uncertainty regarding 

the cost of any given individual new programme because 

of both the large number of funded programmes, each of 

which only take up a small proportion of the total propor-

tion of spending, and the separation from the consequences 

of budgetary overspends. While approaches that shift the 

burden of risk away from the payer exist, such as outcomes-

based commissioning, an approach based on the principle 

that funding and reimbursement decisions should be made 

based on providers delivering certain outcomes, rather 

than paying for volumes of processes, these are generally 

not applied at a local level and may impose onerous data-

gathering requirements. Examples of similar commissioning 

methods exist across various areas of public policy, both at 

a national level in areas other than health [32, 33], and at a 

local level in health-related commissioning [34], as detailed 

in [35]. Such an approach, however, remains far from fully 

adopted for all commissioning decisions. Further examples 

of innovative payment structures, such as a lump-sum pay-

ment for as much of a treatment as transpires to be required 

(a ‘Netflix model’, which shifts risk onto the pharmaceutical 

provider [36]), have emerged in the USA, but remain largely 

untrialled in the UK.

5  Role of Different Decision‑Making 
Frameworks and Criteria

To conduct a full EE, analysts require a decision-making 

framework to judge and quantify both costs and outcomes 

of relevance, and criteria to determine the optimal decision. 

While other frameworks exist that fail to compare multiple 

courses of action across both costs and outcomes, these are 

generally considered to be partial evaluations: for example, 

budget impact analyses, involving the consideration only of 

costs [27, 37]. For descriptive purposes, we focus on three 

potentially local decision-maker-relevant frameworks: HTA, 

multi-criteria decision analysis (MCDA) and programme 

budgeting and marginal analysis (PBMA). While in prin-

ciple a cost-benefit analysis method could be applied, the 

commonly cited prerequisites for this—optimally set budgets 

based on a consumer’s willingness to pay or of the ability 

of decision makers to operate beyond fixed budgets, and a 

comprehensive definition and consideration of all objects of 

value [38, 39]—mean that its wide application is unlikely in 

the contexts we consider.
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5.1  HTA

Health technology assessment-associated decision-making 

frameworks and criteria are most commonly associated with 

reimbursement agencies and related processes, such as the 

focus in NICE’s reference case [40] on comparison of the 

relevant ICER with some threshold value or range. Such 

methods are not commonly used nor fully accepted by local 

decision makers to guide their commissioning cycle [7, 18, 

41].

Health technology assessment as a framework can incor-

porate a range of other conceptualisations of the maximi-

sation problem beyond QALYs, for which outcomes could 

be either natural units (e.g. life-years) or monetary values 

[1, 27]. Fundamentally, however, approaches associated 

with HTA processes tend to seek to explicitly maximise a 

defined outcome subject to some budgetary constraint. As 

an approximation to this, use is commonly made of ICERs 

(and their comparison to some threshold value or range), 

or return-on-investment ratios, where some new candidate 

programme is compared to existing programmes that could 

be defunded.

5.2  MCDA

An MCDA allows for a range of outcomes and costs to be 

accounted for within the same framework that are decided 

upon through stakeholder engagement, whereby the deci-

sion problem is subject to a range of criteria for considera-

tion. Although it is possible to compare costs related to the 

achievement of multiple outcomes within HTA frameworks 

(e.g. by producing multiple ICERs based on various out-

comes), weighting and trading off between the outcomes 

requires a MCDA-type framework. Guidance for an MCDA 

has been developed [42, 43] with a guide focussing on deter-

mining, weighting and assessing the criteria by which any 

results are compared, in eight steps: defining the decision 

problem; selecting and structuring criteria; measuring per-

formance; scoring alternatives; weighting criteria; calculat-

ing aggregate scores; dealing with uncertainty; interpretation 

and reporting results. While allowing for the existence of 

and providing a framework for trade-offs between multiple 

criteria may be seen as a benefit, it also represents a potential 

limitation of the MCDA. While several methods for this have 

been proposed, any such preference weighting is subjective, 

and carries all of the problems inherent in the aggregation 

of individual preferences described in Arrow’s impossibility 

theorem [44]. Establishing such a preference-based weight-

ing risks, for instance, a ‘town hall’-type approach, in which 

the stakeholder with greatest influence is able to determine 

the outcome.

5.3  PBMA

A PBMA places a focus on reviewing resources allocated to 

specific programmes with a subsequent assessment of added/

forgone benefits and costs from alternative programme(s) 

and associated budgets. Similar to an MCDA, a PBMA has 

eight steps defined [45]: choose a set of meaningful pro-

grammes; identify current activity and expenditure in those 

programmes; think of improvement; weigh up incremental 

costs and incremental benefits and prioritise a list; consult 

widely; decide on changes; effect the changes; evaluate pro-

gress. These PBMA steps reflect the commissioning cycle 

from strategic planning, to procuring services, then monitor-

ing and evaluation; as such, it has been suggested to aid with 

investment and disinvestment decisions. The consideration 

of disinvestment and accounting for budgetary restrictions 

for specific programmes is important for local decision mak-

ers, thus making the PBMA approach a potentially attractive 

option. A key limitation is that PBMA does not focus on any 

specific or range of criteria (e.g. as within HTA and MCDA) 

and thus the scope of the decision problem both in terms of 

relevant outcomes and associated costs (and budgets) can be 

difficult to conceptualise and operationalise.

5.4  Overview of Different Decision‑Making 
Frameworks and Criteria

The relevance of our specified three overarching decision-

making frameworks (HTA, MCDA and PBMA) for guiding 

commissioning-based decision making is dependent on their 

components (e.g. inputs to include and outcomes presented), 

processes (e.g. stakeholder engagement and discussions), 

relevance (e.g. QALYs compared to other outcomes) and 

data requirements. Arguably, each approach has both ben-

efits and limitations to guide resource-allocation decision 

making. Whereas there are benefits to having a single crite-

rion for cross-comparability of results and a common goal, 

beyond the healthcare system (where health is a natural out-

come for consideration) it is likely to frequently be the case 

that health is not the primary, sole or even relevant outcome 

of interest; neither is the maximisation of any individual out-

come likely to be deemed appropriate. The ability to account 

and then weigh off more than one criterion (e.g. within a 

MCDA) and account for explicit budgetary restrictions (e.g. 

within a PBMA) are arguably important and even neces-

sary considerations for local decision makers dealing with 

cross-sector and explicit budget restrictions. Whatever the 

approach, use of EE evidence to inform decision making is 

further complicated because of tight timescales to produce 

business cases, and a lack of, or constraints on, necessary 

data, capacity and skill sets—a complication that applies 

all the more when methods carrying greater informational 
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requirements and greater stakeholder engagement (such as 

MCDAs and PBMAs) are employed.

6  Steps Towards Implementation Including 
Data Requirements

All of these quantifiable aspects of spending and decision 

making—costs, budgets and expenditure—require relevant 

and accurate data regardless of the evaluation framework 

applied. While the NICE reference case imposes clear and 

strict information requirements on those submitting new 

technologies for appraisal [40], no such statutory structure 

exists at a local level. Relatedly, estimates of relevant thresh-

olds to be used for local decision making are both absent 

and likely to be less appropriate to a local context, mak-

ing characterisation of the opportunity cost of any decision 

unachievable.

Although some routine data do exist (noting local deci-

sion makers seldom have the time nor funds for primary data 

collection), they are not as extensive, accessible, reliable or 

indeed timely as local commissioners often need [46]. In 

terms of budgets, this information may be known only to 

those specific job roles (e.g. finance managers) and may at 

any given time not be wholly known with certainty: this is an 

issue both for commissioners and researchers seeking to aid 

the commissioning processes. In terms of costs and expendi-

ture as part of the NHS, NHS Digital working on behalf of 

the Department of Health and NHS England, has mandated 

the need for minimum datasets across NHS services that 

reflect both activity data (e.g. hospital spells via Hospital 

Episode Statistics data) and reimbursement cost codes (e.g. 

Healthcare Resource Grouper version 4) [47].

For local NHS decision makers such as the current CCGs 

(and forthcoming ICSs), use can be made of local data flows 

from any service within their geographical jurisdiction, as 

well as of datasets such as the Secondary Uses Service 

[48]. Access to and use of these data can inform evaluation 

activities to inform the commissioning processes. Beyond 

the NHS and even within specific NHS services (e.g. gen-

eral practitioner data), access to and knowledge of such 

data is more complicated. For example, non-NHS services 

such as social care have no mandated metadata, for example 

the NHS Data model and dictionary for England [49]. As 

a result, knowledge of data in many relevant areas is often 

limited to those who use the data regularly, which could lead 

to issues when supporting commissioning decisions across 

sectors. The importance of metadata to enable knowledge 

and transparency for commissioners and researchers forms 

the motivation for efforts to improve the clarity and acces-

sibility of such datasets, such as Health Data Research UK’s 

Innovation Gateway (www. healt hdata gatew ay. org/), which 

has been the focus of National Institute for Health and Care 

Research-funded research to unlock data for public health 

policy and practice [50].

7  Discussion

Any EE involves joint consideration of both costs and out-

comes, where what is considered a relevant outcome is ulti-

mately to be defined by the decision maker but informed 

by the stakeholders on whose behalf they act. In health 

economics, the most common generic measure of health is 

the QALY, which attempts to capture both morbidity and 

mortality. This outcome measure can also, however, be life-

years, infections avoided or any outcome deemed to be rel-

evant. A key issue is that unlike NICE taking a stance on the 

QALYs as its preferred outcome, within and across sectors 

the ability to decide on and then quantify what are consid-

ered relevant outcomes is complicated.

The interest in accounting (and perhaps the need to 

account) for outcomes alongside cost considerations at the 

local level makes it difficult to suggest any one EE frame-

work to develop the evidence needed to inform resource 

allocation at both the national and local level. While this 

paper has identified many ways in which the conventional 

NICE approach fails to reflect the reality of local decision 

making, we do not consider these issues to be necessarily a 

fundamental flaw with the existing frameworks but with the 

inflexibility of how they are conventionally perceived and/

or applied. While issues regarding uncertainty and timing 

are typically collapsed into a single net present value in the 

headline results (e.g. ICERs) within a CEA, disaggregated 

analysis and presentation of results can therefore help to 

inform decision makers on these specific issues. Uncertainty 

is less often included, but features in some types of analysis. 

The scale is not typically explicitly incorporated within a 

CEA, but information on prevalent and incident populations 

and budget impact analyses can help to address this. A sim-

ple and practical alternative approach would be to consider 

estimates of cost effectiveness of new programmes against 

more stringent benchmarks of value than are typically used 

(i.e. a lower cost-effectiveness threshold) when there are sig-

nificant affordability issues at hand. When this is appropri-

ate, and to what extent, remains unclear and requires further 

research in the context of local decision making.

In principle, CEA can reflect all of these issues within 

the opportunity cost [15]. However, as we have discussed, 

in practice, the likelihood of this being the case in local 

decision-making contexts is small. An MCDA could be use-

ful in the sense that cost effectiveness judged next to a con-

ventional benchmark of value (but not fully reflecting issues 

of affordability within the opportunity cost) could be looked 

at alongside the affordability issue itself. However, it is not 

clear that decision makers would have enough information 

http://www.healthdatagateway.org/
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to appropriately weigh off these two components and the 

rationale for this approach is weak, nor is there necessarily 

agreement on this issue among health economists [51]. A 

PBMA represents perhaps the best option for local deci-

sion makers as this approach would allow them to identify 

matching disinvestments to fund the new programme and 

therefore provide evidence on the corresponding opportunity 

cost, but requires detailed budgetary information and knowl-

edge, alongside other limitations (e.g. no common objective 

to inform the necessary trade-offs).

8  Conclusions

This paper has outlined principles and component parts of 

EEs, and considered their application in a national context 

by NICE. While the exact nature of local decision making 

in England may mean that such methods cannot necessar-

ily be simply translated in toto to local English contexts, 

and we detail potential issues with the application of EE 

methods in these contexts, components of and principles 

involved in such methods may be of greater interest and 

relevance in more contexts than have previously been com-

monly assumed. Scope exists for greater application of EE 

methods and involvement of health economists, and such 

greater application may well produce results deemed to be 

preferable by English local decision makers.
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