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“Discussion of Investment in Medical Technology and Economic Benefit,
as an Example of Milken Institute Study”

The Milken Institute, a non-profit, non-partisan
think tank, issued a study in July 2014 entitled “Healthy
Savings: Medical Technology and the Economic Burden
of Disease.” The purpose of the study was to examine the
costs and benefits of medical technology on healthcare ex-
penditures in the U.S. as well as on the broader U.S. econo-
my.

The study takes a systematic approach to docu-
menting the full costs and broader economic benefits of in-
vestments in representative medical technologies used to
address four prevalent causes of death and disability.
These are diabetes, heart disease, musculoskeletal disease,
and colorectal cancer. The specific devices assessed for
each of these conditions are as follows: diabetes — insulin
infusion pumps; heart disease — angioplasty, pacemaker,
electrocardiogram, left ventricular ultrasound, and chest
x-ray; musculoskeletal disease — joint replacement surgery
and bone scan (MRI); and colorectal cancer — sigmoidosco-
py and colonoscopy.

The study found that the net annual benefit of

these technologies to the U.S. economy was US$23.6 billion.

This net benefit was determined by examining net treatment
expenditures and the costs of screening individuals found
not to have the disease, and then examining the GDP bene-
fits. These GDP benefits result from higher survival and
labor force participation, less absenteeism, and greater
productivity among patients and informal caregivers. The
study points out that these estimates should be considered
conservative because they do not account for reduced costs
from avoidance or amelioration of comorbidities, e.g. the
impact of diabetes on heart and kidney disease.

The study further determined that if incentives to
invest in improvement and adoption of medical technologies
are enhanced above the current level, this would lead to a
cumulative US$1.4 trillion gain (in 2010 dollars) over a 25
year period. Better incentives would help spur research
breakthroughs, expand the size and productivity of the
workforce, create more high-paying jobs in medical devices
and diagnostics, and contribute to the economy across the
board. On the other hand, the study found that if such in-
centives are reduced below the current level, this would re-
sult in a cumulative US$3.4 trillion loss (in 2010 dollars)
over a 25 year period.

The medical technologies studied generated eco-
nomic returns that were substantially greater than their costs.
The study demonstrates that policies that support enhanced
investment in development, improvement, and diffusion of
medical technologies not only bring immense benefits to
individual patients, but a brighter economic future to the
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country as a whole. Conversely, reduced incentives will
result in large net costs and are therefore pennywise and
pound-foolish.

On reflection, The Japanese Government has de-
cided to introduce cost-effectiveness analysis (CEA) from
April, 2016. It is no problem, if new medical technology is
always “dominant” (higher effectiveness and lower cost
compared with existing technology). However, advanced
medical technologies (e.g. surgical robots, various artificial
organs, regenerative medicine, and precision equipment for
less invasive therapy) obtained after lengthy research and
development are often more expensive than existing medical
technologies. CEA is to judge whether the incremental ef-
fectiveness offsets the incremental cost. Following the glob-
al trend, it is difficult to avoid discussing CEA in the future
in order to make maximum use of limited financial re-
sources and seek appropriate reimbursement prices that re-
flect the value added.

However, when analyzing, we should not only
discuss the price of the device/lVD concerned, but we
should discuss the total costs from social perspective, which
the Milken Institute Study pointed out. Generally speaking,
the costs of medical technologies are divided into direct
costs (costs of treatment, inpatient/outpatient, treatment for
complications, etc.) and indirect costs such as productivity
loss (“absenteeism” and “presenteeism”, etc.). The produc-
tivity loss is not for patients but for their private caretakers
as well. Productivity loss for caretakers is becoming a social
issue in the super-aging society, Japan, and the Abe admin-
istration is seeking to address this issue. The Milken Institute
Study is significant as it analyzed the indirect implications,
which are felt not only in the healthcare business but in the
U.S. economy through GDP and tax revenue.

In addition, future prospects by model analysis
based upon three scenarios (continued, increased and de-
creased incentives) for medical innovation may cause a stir
in the healthcare system of Japan, since Japan is under simi-
lar situation of the Model of “decreased incentive”. If the
Government keeps squeezing, there will be no investment in
medical innovation. It would be meaningful to conduct a
similar study focusing on the Japanese medical situation.

Looking at the presidential race in the U.S., Ber-
nie Sanders is 74, Donald Trump is 69, and Hilary Clinton is
68 years old. Today, people over 60 are very young. For
Japan, which is moving rapidly into a super-aging society, it
is important to keep investing in medical innovation in order
to create a society in which elderly people can continue to
contribute as an important labor force and the elderly will be
able to enjoy healthy, active and enjoyable lives.
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