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the HGPI Expert Policy Advocacy Platform on May 7, 2025. Returning to the original

concepts behind Japan’s current health system, Dr. Igarashi spoke about necessary B HoPI e

future discussions on cost-effectiveness evaluation (CEE) in Japan and the importance

of considering criteria for effectiveness and value from various perspectives.

POINTS

« A shift in attitudes toward healthcare and money occurred due to the COVID-19 pandemic. There is now a growing need to
draw a line between public and out-of-pocket healthcare funding and to add contrast to healthcare.

« The concept of cost-effectiveness is attracting renewed attention as a criterion for adding contrast to healthcare in the face of
limited financial resources.

« However, standards for the effectiveness and value of healthcare do not allow for uniform measurements. Relevant
stakeholders and citizens must hold continuous discussions on topics like evaluation indicators and system designs that reflect

diverse positions and values.

[l Background for the initial implementation of CEE for pharmaceuticals

The Ministry of Health, Labour and Welfare (MHLW) introduced a system for conducting cost-effectiveness evaluation (CEE) on prescription drugs
in April 2019. This system made it possible for the prices of certain prescription drugs to be adjusted according to CEE results even after initial
pricing. In Japan, CEE is used to compare new drugs and existing drugs in terms of effectiveness and cost. In general, effectiveness and value is
assessed using an indicator called quality-adjusted life year (QALY). While discussions on QALY are split, this seminar focused on what
perspectives will be necessary when considering CEE and which points to keep in mind to make effective use of the existing system.

[l How the COVID-19 pandemic changed attitudes toward healthcare and money

The foundational concept that underpins the design of Japan’s universal health insurance system is, “Ensuring all citizens can receive almost all
medical services at low cost.” This is why healthcare has been assigned the highest priority as a social value to the point that at times, it was
considered necessary to go so far as to draw financial resources from other areas to cover any shortfalls in healthcare funding. However, the
COVID-19 pandemic triggered a significant shift in social attitudes toward the balance between healthcare and daily life. While large investments
are being made in infectious disease control and vaccination policies, impacts on the daily lives of citizens and industries outside of healthcare
have started to manifest. Society now has a shared awareness toward issues such as how much public funding we should invest in healthcare or
how to best allocate limited financial resources.

Despite their previous status as forbidden topics, this awareness led to active whole-of-society discussions on healthcare and money. In that
context, there is growing recognition of the need to draw a line between public and out-of-pocket funding for healthcare, in what could be
referred to as “healthcare with contrast.” In fact, certain public opinion polls have found that some believe insurance coverage should be revoked
for minor health services, and there are some movements among individuals to reassess the value of healthcare.

Given this context, CEE is attracting renewed attention as a criterion that can be used to add contrast to healthcare.

* Originally, “universal health insurance” refers to a system in which all citizens can access affordable and necessary medical services.
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[l Cost and performance in CEE

In Japan, CEE is used to evaluate the effectiveness and safety of new drugs through comparisons with existing drugs. In general, to calculate cost-
effectiveness, the difference in cost (determined by subtracting existing drug cost from new drug cost) is divided by the difference in
effectiveness (determined by subtracting existing drug performance from new drug performance).

If it were possible to evaluate drugs only based on cost and performance, cost effectiveness would be plain to see. However, there are actually
many items that require consideration in the background of this equation. For example, how do we define which drugs are “existing drugs”? To
determine “performance,” whose data do we use, and when should that data be gathered? There can be a great deal of variation in CEE results
depending on how “cost,” “existing drugs,” and “performance” are defined or interpreted.

It is ideal for the introduction of CEE to begin with sorting pharmaceuticals by those for which it is possible to consider cost performance from a
broad perspective and those for which it is not. However, in practice, in the application of cost effectiveness, there is a tendency toward
generating evidence that will win support from many people for the application of cost effectiveness itself or for a drug price, so cost and
performance are only examined within a limited scope by the time discussions conclude. Given the uncertain nature of clinical trials and the fact
that CEE is derived from results from clinical trials, it must also be kept in mind that CEE is also highly uncertain.

[l The need for new evaluation indicators to encompass multi-faceted values and address financial toxicity in healthcare

When examining how to best implement CEE, a variety of evaluation indicators must be considered. This variety of evaluation indicators is
depicted in a single chart called the value flower, which summarizes twelve elements of value. Decisions regarding pharmaceutical pricing should
be made with multi-faceted perspectives (such as that portrayed by the value flower) taken into account from the outset. Among those elements
of value, those that are related to finances or cost have significant impacts on the daily lives of citizens. For example, if healthcare or
pharmaceuticals become expensive, it may prevent people from receiving appropriate care and cause damage to individual health. There are also
cases in which people experience difficulties in daily life due to the financial burden of prioritizing the cost of medical care. These difficulties are
referred to as “financial toxicity.” A domestic survey of people living with ovarian cancer found that approx. 80% of respondents were
experiencing financial toxicity.

There are also important elements of value in healthcare other than those related to economic aspects, such as quality of life (QOL) and impact
on family members. In a survey of students that asked about rare disease treatments, many respondents emphasized elevated QOL and reduced
burdens on family members as important elements of healthcare value, providing a glimpse of the multi-faceted values that are inherent to
healthcare as well as the diverse values of citizens.

In Japan, people have viewed healthcare as something that everyone has equal access to based on a world-class universal health insurance
system. In reality, it is difficult to say that healthcare is reaching everyone who truly needs it. Furthermore, the value of healthcare varies
depending on each individual’s personal background and social circumstances. In the future, it may be necessary for us to improve the healthcare
and evaluation systems in a manner that takes the diverse values of citizens into account.
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Ataru IGARASHI, Ph.D., is an associate professor at Yokohama City University School of Medicine, Unit of Public Health and Preventive
Medicine. In 2002, he graduated from the Faculty of Pharmaceutical Sciences, The University of Tokyo. He started his career at The University
of Tokyo as an assistant professor just after he received his Ph.D. degree in 2008. His areas of expertise are health economics and
pharmacoeconomics. His research on vaccination policy, anti-smoking policy and pharmacoeconomics have been used in legislative decision-
making process.

HGPI holds seminars with opinion leaders and innovators on a wide-range of domestic and international topics related to health policy.

Visit our website: http://www.hgpi.org/en/
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