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DIRECT HEALTHCARE COSTS

Health care system

• Hospital care

• Outpatient clinics 

• GP visits

• Allied health

• Overhead costs

• Drugs & devices

• Screening

• Prevention

etc.

Patient / family

• Drugs & devices

• Doctor visits

• Special diets

etc.



DIRECT NON-HEALTH COSTS

Health care system

• Social services

• Counselling

• Program evaluation

etc.

Patient / family

• Transport costs

• Time 

• Childcare / housekeeping

etc.



MEASURING & VALUING DIRECT COSTS
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• Medicare data (MBS / PBS / other)

• Patient questionnaires

• Other administrative data (eg cancer registry)

• Other ‘standard pricing’ sources

• Literature



MEDICARE DATA 

• MBS

o 5700 different medical services (& their fees)

o Out of hospital services & private inpatient

o Accurate and longitudinal

o No public inpatient data, no outcomes, variable consent 
rates, changing definitions of items & policies, PHI rebates 
not captured

• PBS

o Prescription drugs subsidised by PBS (except inpatient)

o Accurate and longitudinal

o Doesn’t capture compliance, private scripts, OTC, hospital 
drugs (PBS ~ 40% total pharmaceutical expenditure)
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PATIENT SURVEYS

• Validated survey instruments, eg:

o Work Productivity & Activity Impairment Q’airre

o Stanford Presenteeism Scale

• DIY - Identify, measure, value

o Define which costs are likely and/or important

o Determine time period and collection method

o How will time be valued – real or average wage
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EXAMPLE
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EG: COST OF CANCER FOLLOW-UP
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Table 2  Model input costs for a 10-year cost minimisation model comparing three different 

follow-up care strategies with a cohort of 1000 men aged 66 treated curatively for prostate 

cancer



EG: COST OF CANCER FOLLOW-UP
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Table 3  Cost of prostate cancer follow-up care per survivor – results of a discounted base 

case 10-year cost minimisation model comparing three different follow-up care strategies 

with a cohort of 1000 men aged 66 treated curatively for prostate cancer
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INDIRECT COSTS

Patient / family

• Lost income

• Foregone leisure

• Carer time

etc

Employer / economy

• Lost productivity, inc:
• time off work 

(absenteeism)

• reduced performance 

(presenteeism)

• Unpaid productivity 

(childcare / volunteering)

• Informal sector work 

(developing countries)
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RETURN TO WORK AFTER CANCER

• Almost half of cancer diagnoses occur in 

working age range (18 – 65 years)

• Approximately 60% of cancer survivors return 

to work after 12 months (range 30-93%)

• Cancer survivors earn about 12% less than 

those without cancer, for up to 10 years after 

diagnosis
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EXAMPLE: RETURN TO WORK AFTER 
HEAD & NECK CANCER
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WHAT ARE PRODUCTIVITY LOSSES?

Everyone’s work contributes to the economy, and 

time-off represents a loss to society



ESTIMATING PRODUCTIVITY LOSSES
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ESTIMATING PRODUCTIVITY LOSSES
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VALUING LOST PRODUCTIVITY

Temporary time off valued at market wage:

Wage = $1,000/month

Time off = 3 months

Loss to society = $3,000



Early retirement or premature death, valued at 

market wage:

Wage = $1,000/month

Time off = 5 years

Loss to society = $60,000

VALUING LOST PRODUCTIVITY



PRODUCTIVITY PROS & CONS

• Pros:

o Lost productivity is advocated as part of a societal 
perspective in economic evaluations

o Several studies suggest productivity losses far 
exceed direct health care costs

o Lost productivity provides an additional perspective 
on burden of disease for decision making

• Cons:

o Guidelines usually prefer health care payer 
perspective

o Debate over appropriate method
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EXAMPLE
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EXAMPLE

chere.uts.edu.au

Table 3  Estimated productivity losses per person of working age and employed at the time 

of head and neck cancer diagnosis calculated with the Human Capital Approach (HCA) and 

Friction Cost Approach (FCA) (2013 Euros)



HOW WE USE COST INFORMATION

• Prioritise policy setting agenda

• Identify who incurs costs, and target accordingly

• Comparisons between diseases, settings, 

countries, etc.

• Measure value for money of policies, programs 

and interventions

Cost data alone is not enough for decision making, 

but it can be a valuable additional perspective
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RESOURCES

• MBS item list: www.health.gov.au/mbsonline

• PBS Schedule: http://www.pbs.gov.au/pbs/home

• Factsheet: Introduction to Medicare data for 
research -
http://www.crest.uts.edu.au/pdfs/Factsheet-
Medicare-Australia-UpdatedNov2015.pdf

• Factsheet: Step by step guide to economic 
evaluation in cancer trials -
http://www.crest.uts.edu.au/pdfs/Factsheet-
Steps_in_an_Economic_Evaluation_FINAL.pdf
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