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CBA v CEA

» The “C" (cost) methodology is similar in both methods.
» The main difference is in defining and measuring “value”
» CBA: measure value by
« Sum of individuals’ willingness to pay for the intervention
+ Orforthe (multiple) consequences of the intervention
» CEA: measure individual health

+ then apply central decision maker's WTP (threshold) for
health
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Principal concerns with WTP for measuring “value” in health

> Unwillingness to monetize health or quantify value of human
life
. Ik\]/\igrlwabe mitigated if the perspective or objectives are not only
ea
» Concern about relation of WTP with income, as health equity
is an important outcome
+  Might be mitigated if WTP is used to value market(able) goods
» Concern about complexity of methods and potential for
bias
+  Might be mitigated if the consumer is familiar with the intervention
* Oruse incentive compatible mechanisms
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Circumstances that favour CBA versus CEA
Favours WTP (CBA) Favours CEA

Stakeholders, population and objectives

Pricing, reimbursement and access
Individual engagement required

Familiarity of consumer with the intervention
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Circumstances that favour CBA versus CEA

Favours WTP (CBA) Favours CEA
Stakeholders, population and objectives
Multiple stakeholders, multiple objectives, and Health service stakeholders;
healthy consumers patient population; health objectives,
Pricing, reimbursement and access
Substantial consumer OOP, product available on Substantial cost to health service; only
the market available on prescription
Individual engagement required
Effectiveness depends on individual Passive recipient of therapy; No immediate
engagement; Use is pleasurable safisfaction (benefit derived from health)

Familiarity of consumer with the intervention

Informed consumer; Product used routinely in  Uninformed patient; Used contingent on illness
daily life
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Main methods used for WTP in this area

» Open —ended WTP
* Ask directly
» Closed- ended iterative WTP
« Start from a reference price chosen by investigator
» Discrete choice experiment (DCE)
+ Define aftributes & levels
+ Choose between 2 or 3 discrete scenarios (combinations)
> Auctions
* Real product with real money
*  May require “auction winner” to buy product at stated price
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Some biases of WTP and possible solutions
Potential bias | Possible solution

Hypothetical bias

[
|
Lexicographic preferences (inelastic demand)

Incentive incompatibility

Inconsistent responses
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Examples of stated preference WTP

Method | Strengths and weaknesses
Stated preference, closed ended iterative WTP
» Fisher el al, 2016. - Little information given to participants
* 3 hypothetfical personalised nutrition * Arbifrary anchor price.
interventions. Reference price given by * Large number of zero valuations.
investigator

Stated Preference DCE
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Examples of stated preference WTP

Method | Strengths and weaknesses
Stated preference, closed ended iterative WTP
» Fisher el al, 2016. > Little information given to participants
» 3 hypothetical personalised nutrition * Arbitrary anchor price.
interventions. Reference price given by * Large number of zero valuations.
investigator
Stated Preference DCE
> Grisolia et al 2013. » Information given about personal CVD risk
- Current lifestyle vs other lifestyles. (interactive online QRISK2 calculator) associated
. Atfributes: Diet options, exercise options, risk of | With @ach lifestyle option and current lifestyle;
fatal CVD, and OOP cost * Menus appropriate for region (Northern Ireland)
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Examples of revealed preference WTP

Method Strengths and weaknesses
“Revealed preference” DCE

“Revealed preference” auction
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Examples of revealed preference WTP

Method Strengths and weaknesses
“Revealed preference” DCE
* Meenakshi et al 2012. Zambia. * Real product with real money;

- Choose between white, yellow and orange * Some lexicographic preferences (price inelastic for
(GM vitamin fortified) maize. orange maize); ) )

» Nufritional information, central location testing P e el iieineiien eees Mivenes

. ’ ‘| preferences

home testing.

» Obliged to buy one random choice at stated
price

“Revealed preference” auction
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Examples of revealed preference WTP

Method

Strengths and weaknesses

“Revealed preference” DCE

* Meenakshi et al 2012. Zambia.
» Choose between white, yellow and orange
(GM vitamin fortified) maize.

home testing.
» Obliged fo buy one random choice af stated
price

* Nutritional information, central location testing, I

Real product with real money;

Some lexicographic preferences (price inelastic for
orange maize);

Prior nutritional information does influence
preferences

“Revealed preference” auction

» De Groote et al 2014.

» Biofortified protein maize (not GM).
> Home use test.

* Auction method.

» Obliged to buy at stated price.
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Discussion and Conclusions
» Hypothetical WTP

+ Informs to what extent, and under what conditions, individuals might
be wiling to adopt hypothetical interventions and healthier lifestyles

» Helps policy makers to understand “preference formation”
+ Careful design required to mitigate risk of bias
» Revealed preference WTP

» Informs consumer acceptability (and hence often effectiveness) of
real nutritional products that have to be bought

» WTP can be complementary with CEA

+ CEA: whether an intervention (e.g. an information campaign) could
offer value for money for NHS
WTP: Likely effectiveness of that information campaign to change
consumer behaviour.

Thank you!

. Slancee
HEALTH
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