
Module 11: 
Health 
Economics 
Demonstrating value: an overview of health economic evaluation 

and reimbursement decisions



Outline
This module will cover: 

● An introduction to Health Economics and Outcomes Research (HEOR)

○ The definition and key concepts of HEOR

○ The purpose and importance of health economic evaluation

● Health economic evaluation for digital healthcare

● The role of HEOR in healthcare decision making

● Multiple choice questions



1) Outcomes research - investigates and evaluates the effect of interventions on 

patients, healthcare resource, professionals and systems.

2)  Health economics - synthesised outcomes research to quantify and analyse the 

efficiency and equitability of healthcare resource allocation.

Health economics and outcomes research (HEOR) is the confluence of two disciplines to consider 

all available evidence to capture the economic and clinical value for patients, health systems and 

society.

Defining HEOR



Text Text

1. Defines the problem
Clearly states what decision 
needs to be made.

2. Reflects clinical practice
Compares all possible options 
that could be applied in clinical 
practice as part of the decision 
problem.

3. Values preferences
Considers what clinical 
stakeholders value most, e.g 
patients’ quality of life.

4. Chooses a perspective
Specifies to whom these costs 
and benefits are relevant, e.g. 
patient, healthcare provider, 
society.

5. Presents costs and benefits
Estimates the costs and the 
health benefits for every option.

6. Transparent value 
Explicit assumptions are made 
when reflecting clinical practice 
and stakeholder preferences.

Why Health Economic Evaluation?
It consists of the comparison of alternative options by weighing both their costs against their real-world 
effects on patients and providers. This helps decision-makers ensure that limited healthcare budgets 
are utilised to provide the best possible value. 



Economic modelling for digital health
The choice of economic evaluation for an individual technology will mostly depend on the 
availability of outcomes data, value proposition, and audience
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Cost Effectiveness Model Budget Impact Model Multi-Criteria Decision 
Analysis

Quantitative, value-based 
assessment from a financial and 
patient quality of life perspective

Quantitative assessment from a 
financial saving perspective 

only 

Mixed methods assessment using 
qualitative and quantitative 

techniques
Audience HTA bodies Payer Selected stakeholder

Time horizon Long-term (typically lifetime) Short-term (1-5 years) Static point in time

Data required High Medium to low Stakeholder elicitation 

Complexity of modelling approachHigh Low



HEOR in decision-making
HEOR serves as a framework for decision-making across 3 key reimbursement stakeholder groups:

Health Technology 
Assessment

● Identifies and resolves 
missing evidence that could 
hinder commercialisation 
and wide-scale adoption.

● Satisfies reimbursement 
policy requirements e.g. NICE 
ESF.

Commissioners and 
investors

● Demonstration of 
cost-savings in budget 
constrained environments.

● A developed proof of 
concept, lowering risk for 
investors.

Manufacturers and 
developers

● Strategic evidence generation 
e.g. devices with multiple use 
cases.

● Justification of benchmark 
price.

● Support sales and 
commercial teams.

● Meets criteria for research 
funding.



Summary

Health economic evaluation aims to support health care resource decision making processes and the 

specific evaluation type will vary by intended audience, data availability, outcomes and analyst time. 

HEOR methods support decision making across stakeholders of digital health development and  

reimbursement .

Health economics and outcomes research is concerned with gathering and synthesising data on the 

impact of alternative health interventions on healthcare resources, patients, systems and societies.



Question 1

To demonstrate potential profits of medical 

device manufacturers.

To assess the impact of alternative health 

interventions on patients, health care systems 

and society.

What is the aim of HEOR?



Question 2
What is the difference between a budget impact and cost-effectiveness analysis?

The time horizon of the analysis The  intended audience

All 3The quantification of health benefit



Question 3

True False

Is this statement true or false? “HEOR is only useful for the decision making of health 

technology assessors.”
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