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MEDICAL TECHNOLOGY METRICS

Introduction

Medical Technology

The Medical Technology sector, also referred to as the healthcare technology sector, covers developers and manufacturers of a diverse range of medical devices and diagnostics ranging from sticking plasters to high-tech hospital equipment such as CT scanners, and from diagnostic test kits (e.g. blood glucose monitors) to devices implanted in patients (e.g. pacemakers). It is estimated that 38 million people have contact with a medical device every day. 

The UK-based medical technology industry plays a significant role in contributing to patient care and the national economy. The UK medical devices industry is innovative, with strong links with clinicians and an excellent engineering and science base. It is highly diversified, capturing a wide range of technological advances for application in the medical field. There is considerable potential for growth in this knowledge-intensive sector.

History of Medical Technology metrics

The Healthcare Industries Task Force (HITF), established in October 2003, found the lack of reliable data on the healthcare industries a hindrance to understanding the dynamics of the sector and the value of its activities. It was agreed that it was important to come to a shared understanding of what constituted the medical device industry, and how to measure its performance and progress. In response, BERR (then DTI) in collaboration with DH and ABHI, compiled a set of statistics and key indicators to give a more accurate picture of the domestic industry (e.g. size, composition, performance) so that trends could be identified. 

The first sets of metrics were published in the Healthcare Industries Task Force (HITF) Report in November 2004. Updated metrics were published in December 2005 on DH and BERR websites and in March 2007 in the HITF Strategic Implementation Group report (HITF SIG).

These indicators have been useful in providing a run of consistent data and this publication updates the existing indicators with the latest data available, and includes some new additional metrics (see page 4 for list of indicators)

Methodology

It was agreed that the definition of medical devices used in the European Medical Devices Directive should be used as the basis for these metrics.

Many industry statistics are produced by the Office for National Statistics (ONS).

The two main sources are:

Annual Business Inquiry (ABI): this industry data covers employment, sales/turnover, purchases, gross value added etc in UK based manufacturers. Statistics are presented according to the Standard Industrial Classification (SIC) of Economic Activity (SIC 2003)

PRODCOM : this covers export and import data for UK based manufacturers. This product data uses the same broad SIC classification but additional product information is available at a more detailed level - this is the PRODCOM community code (PCC).

The following SIC codes have been used:

SIC 33.10 Manufacture of medical and surgical equipment and orthopaedic appliances - all products within this category can be regarded as medical devices

SIC 24.42/2 is entitled “manufacture of pharmaceutical preparations – manufacture of non-medicaments”. It covers vaccines and anitisera, on the one hand, which are not medical devices, and on the other hand, in vivo diagnostic reagents, dental cements, surgical gels, dressings, waddings, bandages, surgical catgut and first aid kits, which arguably should fall within the medical device definition. By cross comparisons with ONS PRODCOM data, it is possible to calculate what proportion of UK output under heading 24.42/2 consists of vaccines and antisera. BERR has therefore calculated that 66.25% of the output under this heading is “medical devices” and the rest is not.

SIC 24.66 is entitled “other chemical products not elsewhere classified”. Within this category, two sub-headings cover potential medical devices - diagnostic and laboratory reagents and dental pastes and impression compounds respectively – but amongst a plethora of other sub-headings for other chemical products. ONS PRODCOM data indicates that sales of medical device manufacturers under this formed 27.34% of total sales under SIC 24.66 heading.

Although this methodology is not perfect, it does allow a consistent run of figures to be presented.

Current work on improving industry metrics in response to HITF SIG recommendation 

The HITF Strategic Implementation Group (SIG) reported in March 2007, and recommended that BERR, in collaboration with DH and industry, seek to develop new and improved indicators which give a fuller picture of the nature and attributes of the UK based healthcare industry, that industry and Government can draw on to assess how the UK stands up as a competitive environment for the industry to do business in.

A metrics working group has been brought together to take this work forward. The refinement of existing indicators and identification of new indicators in this publication is one outcome of this work.

In addition, the working group have commissioned a study to establish the feasibility, cost and possible benefits of creating a national company database for improved industry metrics. 

The working group will be considering the output of this study and deciding upon next steps during Summer 2008. 

List of Indicators

Supply Environment

1 Number of new graduates with degrees relevant to the medical technology industry

2 Venture Capital technology investment in the UK Healthcare technology industry 

3 Investment in European & US Venture – backed companies

4 London Stock Exchange main market – value of Medical Equipment and Supplies Companies

5 London Stock Exchange AIM market - value of Medical Equipment and Supplies Companies

6 UK Trade & Investment: Inward investment successes

Demand Environment

7 Turnover of UK medical technology manufacturers

8 Profit from sales of medical technology

9 Size of UK Market

Industry Productivity

10 Business Start-ups and closures: VAT Registrations and Deregistrations (medical & surgical equipment)

11 & 12 Number of enterprises, employment and turnover (medical and surgical equipment)

13 UK Value added per employee

14 UK industry R&D spend 

15 Global industry R&D spend as a % of sales

16 Exports, Imports and Trade balance of UK medical technology manufacturers

17 Production statistics for 6 European countries

18 Trade Balance for 6 European countries

Regulatory Environment

19 UK Clinical investigations

Commentary on Metrics

Although the metrics do not present a fully detailed picture of the state of the UK medical technology industry, it can be noted that the majority of the indicators suggest that there is a gradual upward growth within the sector (See for example indicators 7 , 8, 9 & 13)

Many of the indicators are self-explanatory. However, where appropriate, we have provided some further comments on individual indicators below.

Indicator 1 - Number of people graduating with first degrees relevant to medical devices industry

The supply of graduates has remained roughly stable over the years, although there has been variation between disciplines – for example, the number of graduates in biological and mathematical sciences has increased, whereas the number in engineering, technology and computer science has declined.

Indicators 7 & 9 - Size of UK Market and Sector Turnover

The market for the 3 smaller categories (i.e. diagnostics & invalid carriages) is clearly growing though at a moderate rather than rapid speed.

Indicator 11 - Enterprises, Employment & Turnover

This shows a steady rate of new company formation over the last few years

The proportion of different sized companies within the sector has hardly changed over the last few years. In 2006, 92% of companies in the sector had less than 50 employees (some of these companies may have been subsidiaries of larger ones). Figures covering the distribution of sector turnover and employment are not available for 2006; in 2005 74% of the sector’s turnover was from companies with over 50 employees which also accounted for 65% of employment in the sector.

In comparison, Germany and France have a higher proportion of companies with less than 50 employees - in 2005, the figures for Germany and France were 97% and 98.5% respectively.

Indicator 15 – Global industry R&D spend as a % of sales

This chart tracks the ratio of R&D expenditure to sales (sometimes referred to as R&D intensity) for the companies listed under Healthcare sector in the international section of the UK R&D scoreboard. This has remained fairly constant over the last few years ranging between 6.4 and 7.2%. The average value for the Healthcare Equipment and Services sector, 6.9% for 2006 is higher than those for sectors such as Chemicals (3.1%), Electronics (4.5%) and Aerospace and Defence (4.9%) but lower than for Pharmaceuticals and Biotechnology (15.9%) and Software and Computer Services (10.1%). The difference between R&D expenditure between Healthcare Equipment and Pharmaceuticals/Biotechnology may result from the short product development timescale and the iterative nature of product development within the Healthcare Equipment sector, where products have historically occupied much smaller functional niches than pharmaceuticals and have a much shorter time from development to market. 

Indicators 16, 17 - Production, Exports/Imports and Trade Balance and European comparisons 

The UK trade balance is back in the black after going into the red in 2005 largely due to a 13% increase in exports of medical and surgical equipment in 2006 

The European production and trade figures show the UK medical technology sector second in Europe. Germany is the European leader by a clear margin and is the only European country which has had positive growth in both production and its trade balance every year since 1999. The German sector has one of the world’s largest markets for medical technology (after the US and Japan). 

[image: image2.emf]
PAGE  
6

