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Cancer Research UK Spring Budget Submission 2023

The submission that Cancer Research UK is making today will bring about significant
economic and social gains for the UK, and support the Prime Minister’s five priorities, by:

e Growing the economy and reducing waiting lists through reducing smoking, through
increased worker productivity and reducing pressure on the NHS in future years
through eradicating the biggest cause of avoidable cancers. Reducing the costs to
the NHS from smoking should also contribute to debt falling through costs avoided
by public services.

e Reducing waiting lists through investing in a long-term NHS workforce strategy,
allowing NHS managers to plan more effectively for patient needs.

e Growing the economy through tax measures to support R&D-intensive companies.

Cancer Research UK (CRUK) is the world’s largest cancer charity dedicated to saving lives
through research. Progress over the last 50 years has transformed the prospects for people
diagnosed with cancer in the UK. By 2010, half of people diagnosed with cancer survived for
10 years or more, up from a quarter in the 1970s. We are also the largest source of non-
commercial funding for cancer research in the United Kingdom, with estimates suggesting
CRUK is responsible for half of public sector and charitable investment in cancer research
and 19 per cent of total cancer research investment in the UK.

The financial boost such research provides to the country cannot be ignored. In 2020/21,
the £1.8 billion of investment in cancer research generated more than £5 billion of
economic impact, from high-skilled jobs to the impact of improved health for working adults
- every £1 invested generated £2.80 of economic benefits. The part our work plays in that
success story, achieved through the generosity of the public and talented scientists across
the country and the globe, is the result of investment that delivers rewards for the health
and wealth of the country.

We have come a long way, but there is further to go. The Government’s recent commitment
to five flagship “promises” recognises the need to secure the future of public services and
for people to get the care they need more quickly. This is certainly the case in cancer care
where the need for action is clear.

The latest available Cancer Waiting Times performances (November 2022) at the time of
writing remain amongst the worst on record. The 62-day target of 85% was missed again
with only 61.0% of people starting treatment for cancer within 62 days of an urgent referral,
meaning around 6,400 people who started treatment in November waited longer than two
months to start cancer treatment. Around 2,000 people - 12.4% of patients — waited more
than 104 days to begin treatment for cancer following an urgent referral, the second highest
on record. The International Cancer Benchmarking Partnership (ICBP) continues to show the
UK'’s cancer survival outcomes lagging behind comparable countries such as Canada,
Denmark, Australia, Norway, New Zealand, Sweden, and Ireland.
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Considering the cost-of-living crisis, Cancer Research UK is proposing a series of
constructive, costed measures that will help the Treasury and the UK Government begin to
tackle these issues without delay, meet its promises, and boost the nation’s productivity and
economy. This is a key fiscal opportunity, and the Treasury has in its remit the power and
potential to make a difference in the fields of research, prevention, diagnosis, and
treatment.

A cost-neutral Smokefree Fund that helps start the stop and stop the start: The 6.6 million
adults that smoke in the UK cost far more than they generate in tobacco taxation. In 2022,
the gross cost of smoking to public finances was £20.6bn compared to £10.3bn collected in
taxes in tobacco across the UK. The public support further legislation to reduce smoking,
and recent polling for CRUK by YouGov found that 70% of people surveyed in England
supported the Government investing more money to help England to become smokefree.
Around 4 in 10 cancers are preventable and smoking is the chief cause of those cancers.
Achieving the UK Government’s 2030 target to reduce smoking rates to 5% of adults in
England would significantly reduce the number of cancer cases in this country, but cannot
be achieved without funding for the most effective cessation measures. If funding these
measures cannot be borne through general taxation, a Smokefree Fund that puts the
burden of cost on the Tobacco Industry, not the taxpayer, should be set up to help meet
these vital smoking reductions targets — YouGov polling by CRUK showed 58% of those
surveyed believe this is the best option. CRUK are working with other health charities to
develop more detailed proposals for how such a fund could be established, and are in
discussion with HMT officials as this work proceeds.

Investing in the NHS workforce of the future, instead of spending billions on bank and
agency staff: Almost 10% of all posts across the NHS in England are currently vacant. In
2020/21 alone, £7.1 billion was spent on agency and bank staff in hospitals in England to
cover gaps in the NHS workforce. The UK Government should address this false economy
and break the cycle of needing to spend billions every year addressing short-term pressures.
Further investment is needed in training and recruitment — we estimate around £200m for
the key diagnostic and cancer professions up to 2024 — with diagnostic capacity flagged as a
priority. The Chancellor’s commitment to publish the NHS Long Term Workforce Plan should
be matched with committed funding for it to be delivered successfully.

Ensuring the R&D Tax Credit system continues to bolster the UK as a science superpower:
SMEs are a key link in the innovation pathway, but the Finance Act 2023’s relief rate cut
threatens to significantly undermine our world-leading science base, impeding the fostering
of dynamic and research-driven young enterprises and weakening the pipeline for the
medicines of the future. We urge the Government to ensure any further support for R&D
intensive businesses makes up for any shortfall felt by this vital growth sector.

Delivering a Smokefree UK

1. Smoking puts huge pressure on the economy and pushes those that can least afford it
further into financial hardship. In the UK, it is estimated that smoking cost public
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finances £20.6 billion in 2022. Of this, £2.2 billion fell on our NHS, £1.3 billion fell on the
social care system, and £17 billion was lost from a reduction in taxes and increased
benefit payments, arising from productivity costs, including from tobacco-related lost
earnings, unemployment, and premature death.! This is notably more than the £10.3
billion collected in tobacco duty in 2021/2022.2

2. People who smoke spend at least £2000 a year on tobacco. When net income and
smoking expenditure is taken into account, 1.6 million or 31% of households with
someone who smokes fall below the poverty line.3

3. Around 6.6 million adults still smoke* and smoking remains the biggest cause of cancer
and death in the UK.>® It is estimated that around 500,000 hospital admissions every
year in England are attributable to smoking.” If the UK Government is to achieve its
levelling up ambition to extend healthy life expectancy by five years by 2035 (as set out
in the 2019 manifesto® and recently announced Major Conditions and Disease
Strategy?), addressing tobacco inequalities is key. Smoking is responsible for half the
difference in life expectancy between the lowest and highest income groups in England'©
and CRUK analysis has shown that ending smoking could more than halve England’s
deprivation gap in cancer incidence.!?

4. The UK Government has set out a welcome vision for England to be smokefree' by
2030.1213 However, new CRUK analysis has found that England is not on track to deliver
this ambition.'* If recent trends continue the target will now not be met until 2039 -
smoking rates need to drop around 70% faster. This means, without action, the UK
Government will fail to meet their target and the negative economic impact of smoking
will continue to be felt for longer than intended.

5. The forthcoming Tobacco Control Plan for England provides an opportunity to set out a
comprehensive plan of action that will help us reduce the social and economic impact of
smoking and reach the UK Government’s 2030 smokefree target for England. Most
people who smoke also want to quit (7 in 10) and regret ever starting (3 in 4). ¥
However, smoking is an addiction and support is needed to help these people to stop.
But without additional and sustainable funding, it will not be possible to deliver all the
measures needed.

e People using stop smoking services are around three times more likely to stop
smoking successfully than those attempting to quit unaided.®” But, primarily due
to pressure on Local Authority budgets, only 67% of local authorities in England
commissioned a specialist service open to all local people who smoke in 2021.8
Furthermore, Between 2015/16 and 2022/23 total local authority spending on stop
smoking services and tobacco control in England fell by 41%.%°

e Mass media campaigns can be cost-effective?® and highly effective?12223 jn
motivating people to stop smoking and discouraging uptake, but they must have
sufficient intensity and be sustained to see continued benefit.?* Yet national

i “Smokefree” is defined in the 2017 Tobacco Control Plan for England as adult smoking prevalence being 5% or lower.
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spending in England on public education campaigns has also dropped from a peak of
£23.38 million in 2008/9 to just £2.2 million in 2019/20.2>%¢

6. As outlined in the 2019 Green Paper ‘Advancing our health: prevention in the 2020s’ %’
the UK Government is exploring options for raising funds from the tobacco industry via a
‘polluter pays’ principle. When used as recommended by the manufacturer, cigarettes
are the one legal consumer product that will kill most users — 2 out of 3 people who
smoke will die from smoking.?®2° Yet the four largest tobacco manufacturers make
around £900 million of profits in the UK each year®® and profit margins on cigarette sales
are significantly higher than typical consumer products (tobacco industry profit margins
can be as much as 71% in the UK).313233 Cancer Research UK is calling on the UK
Government to introduce a Smokefree Fund, making the tobacco industry pay for the
damage their products cause, but without letting them influence how the funds are
spent.

7. DrJaved Khan's independent review of tobacco control — which set out a roadmap the
UK Government should follow to end smoking in England - included a critical
recommendation to urgently invest a minimum additional £125 million into smokefree
2030 policies. Khan’s preferred option to implement this is via a ‘polluter pays’ industry
levy, otherwise known as the Smokefree Fund. 34 While Javed Khan’s recommended
amount is not the total amount of funding needed, it will get us substantially closer to
adequately and sustainably funded tobacco control across the UK. Recent polling for
CRUK by YouGov found that 70% of people surveyed in England supported the
Government investing more money to help England to become smokefree. 3> Of all those
surveyed, 58% preferred that this money come from making the tobacco industry pay.

8. We propose two different revenue-raising methods that could be used to achieve a
Smokefree Fund:

e Price-capping and profit control: Alongside economists, Action on Smoking and
Health (ASH) have suggested a price capping and profit control mechanism that
would redistribute tobacco industry profits to the UK Government. 3¢ This scheme
takes elements from the Voluntary Scheme for branded medicines Pricing and
Access (VPAS) and its long-standing predecessor, the Pharmaceutical Price
Regulation Scheme (PPRS), which operate within DHSC already. Economist Dr Henry
Featherstone calculated up to £700 million per annum could be raised by a ‘polluter
pays’ levy that capped profits at 10%.

e Price-capping and tax increases: Capping the price of tobacco products and
increases in excise taxes would be an alternative way to shift what were industry
profits to the government. This method has been proposed by Rob Branston among
others and would mean that instead of controlling profits and prices like Dr
Featherstone’s method, just prices would be controlled.

9. Whichever mechanism is chosen our CRUK report, ‘Funding the Smokefree Generation’,
concluded that there is a clear need to urgently establish a dedicated tobacco control
fund if smokefree targets are to be met, and this fund should follow some key principles:
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e [sintroduced as an additional source of funding to the restoration of the public
health grant in England to support other vital public health measures and tobacco
control measures until the fund is implemented, given the sustained programme of
cuts in recent years®’

e Does not replace current funding streams allowing the NHS to treat smoking related
disease

e Raises a predictable and sufficient amount, allocated yearly

e Funds comprehensive tobacco control strategies which are focused on preventing
people from starting to smoke and helping them to stop

e Isruninanindependent and transparent way, using the right expertise and without
any interference or input from the tobacco industry

e s distributed in a fair and proportionate way nationally between the UK nations,
and regionally between local authorities

e Has a focus on tackling smoking-related inequalities

10. The levy would also need to be applied to all products that contain tobacco, not just
cigarettes, to ensure that any benefit of regulating tobacco product pricing does not
widen health inequalities. This is because price increases on cigarettes have historically
caused people in low socio-economic groups to switch to “roll your own tobacco”
products that are traditionally cheaper.3®

Investing in the NHS workforce

11. The earlier a cancer is diagnosed the more likely that treatments will be successful,
allowing more people the chance to live beyond cancer. As well as saving lives, early
diagnosis delivers significant cost savings. Cancer has a profound effect on productivity,
with cancer patients and their families often changing working patterns due to their
illness.3® Demos estimate the total economic cost of cancer to the economy in terms of
lost wages and benefits to be at least £1.4 billion a year, rising to £7.6bn a year when
mortality is also considered.?

12. The latest cancer waiting times are some of the worst on record, showing that cancer
services are still struggling to recover from the pandemic. Whilst the number of patients
seeing a specialist following an urgent suspected cancer referral has been increasing,
there are now over one million people waiting for diagnostic tests.*® Cancer waiting time
standards have been missed by wider margins than ever before, resulting in people
facing unacceptable delays in being diagnosed with and starting treatment for cancer.*!

13. Investment in the NHS workforce is essential to improve cancer diagnoses. Critical staff
shortages impact all aspects of cancer care and are the major barrier to improving
cancer outcomes and meeting the government’s ambitions on cancer — but they also
come at a significant cost. In 2020-21 alone, £7.1 billion was spent on agency and bank
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staff in hospitals in England to cover the gaps in the NHS workforce — a significant hike
from £6.2 billion spent the year before.*? Agency and bank staff are often used to cover
for illness in the workforce or small spikes in demand. However, their increased use
year-on-year also reflects increasing number of shortages due to poor planning and
retention.

14. Whilst there are chronic shortages across the NHS workforce, diagnostic services are
particularly affected. AlImost 10% of all posts across in the NHS in England are currently
vacant®, with shortages particularly acute in professions key to the timely diagnosis and
treatment of cancer such as clinical radiology where 200 posts have been vacant for a
year or more**. The NHS Confederation and NHSE CEO, Amanda Pritchard, have
expressed concerns that agency spend means workforce shortages actually cost the
Treasury more than recruiting and training the right numbers.*?

15. Alongside improving patient outcomes, the NHS also plays an essential role in local
economies through its role as the largest employer in England.*® The NHS provides the
most economic benefit to more deprived areas, meaning that investing in the health
workforce can support the Government’s ‘levelling up’ ambitions in these areas*’. With
an ageing population, and more people diagnosed with cancer year on year, the role of
the NHS as an employer is only likely to increase.

16. Health Education England’s (HEE) 2017 Cancer Workforce Plan set out that the cancer
workforce would need to grow by 45% by 2029 to deliver world-class cancer
outcomes.*® CRUK modelling from 2021 estimated that this would require an additional
£216 million of investment in medical workforce education and training over the
Spending Review period. So whilst the Government’s announcement of an additional
£50 million for the cancer and diagnostics workforce for 2022/23 and the 270 additional
medical speciality training posts in cancer related specialities announced by HEE are
welcome, these steps will not be sufficient to plug the current shortfalls in the system.
We, alongside more than 100 health and care organisations that backed the
#StrengthInNumbers campaign, are clear the forthcoming NHS Long Term Workforce
Plan (LTWP) must include an up-to-date projection of workforce supply and demand,
and that Government must commit to long-term investment in education and training to
ensure the shortfall is addressed.

Ensuring the R&D tax relief rate cut does not harm the UK science base

17. As well as transforming cancer outcomes, cancer research has significant value to the
UK’s economy. Our recent report Understanding the economic value of cancer research
found that in 2020/21, £1.8 billion of investment in cancer research generated more
than £5 billion of economic impact.*>>° These numbers give a benefit cost ratio (BCR) of
2.8 —every £1 invested in cancer research generated £2.80 of economic benefits.>* CRUK
is the largest source of non-commercial funding for cancer research in the United
Kingdom, with estimates suggesting CRUK is responsible for half of public sector and
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charitable investment in cancer research and 19 per cent of total cancer research
investment in the UK.

For this immense value to continue, it is vital the UK’s science base remains strong —
through public investment in cancer research and incentives to support research. If we
maintain historical growth in cancer research, investment will see funding top £3 billion
in 2040, which will support over 80,000 jobs and generate more than £13 billion in total
economic benefits.>? R&D tax credits have played a major role in incentivising cancer
research —and should continue to help foster this growth.

CRUK has also been successful in producing spinout companies that can go on to
contribute further to the economy. In 2020, ten of the largest CRUK spinouts together
spent £421 million in real terms on cancer R&D in the UK. This generated 10,850 jobs
and £824 million of GVA in the private sector.”®> Our Understanding the economic value
of cancer research report did not include these effects in the GVA impacts of CRUK as
these companies exist within the private sector and aren’t part of CRUK itself. However,
they still provide significant value to our health and the economy.

To this end, CRUK has recently launched Cancer Research Horizons — an innovation
engine built to complement Cancer Research UK’s network of exceptional researchers.
They accelerate the discovery and development of new therapeutics with a novel
approach to therapeutic innovation — uniting the strengths of our established drug
discovery engines, our network of world-class biology, cutting-edge technology
platforms and clinical expertise, to bring new treatments to patients faster.>* This
enables them to take cutting-edge innovations from the lab bench to the bedside,
translating them into effective treatments and diagnostics for cancer patients.

Through Cancer Research Horizons, we have built an incredible production line for
startup companies to bring early-stage technologies out of the research lab and
translate them into patient benefit. We have played an instrumental role in forming over
60 startup companies and bringing 11 new cancer drugs to market.>® Their startup
portfolio secures funding from investors around the world who believe in our world-
class science and the power of partnership.

However, the translation of research into impact is difficult, and turning charity-funded
medical research into life-saving treatments and diagnostics for patients requires a
vibrant ecosystem of medical research charities, universities, the NHS, SMEs and large
pharmaceutical companies. In this process, SMEs provide a key link in the innovation
pathway from lab bench to patient bedside.

It is in this context that we are concerned that the SME R&D tax relief rate cut legislated
for in the Finance Act 2023 will significantly weaken the ability of the UK’s world-leading
science base to produce the medicines and technologies of the future. Having made
investment decisions on the basis of the current rate of relief, life sciences SMEs are
now facing significant funding shortages from April 2023 — likely to lead to the scaling
back of planned R&D programmes. There is already evidence that this is resulting in life
sciences companies moving jobs abroad and fewer clinical trials being done in the UK.>®
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24. The change has the potential to impede the ability of Cancer Research Horizons to
continue fostering the emergence and growth of dynamic, research-driven, young
enterprises that develop much needed new tests, medicines, and healthcare innovations
for cancer patients.

25. This risk is especially acute given the difficult financial climate limiting the traditional exit
routes for investor-backed life science companies. Some companies are destined to fail
due to a lack of access to capital during a market downturn, rather than technology
failure per se. To deliver both the benefits to the economy that these companies can
bring, and the improvements in cancer outcomes that these innovations foster, it is
important they have access to sufficient investment.

26. We welcome the reassurance provided by the Chancellor in a recent letter to the UK
Biolndustry Association (BIA) and the recognition that policy decisions surrounding SME
tax relief must consider the impact they will have on specific economically valuable
sectors such as life sciences.>’

27. We urge the Government to ensure that there is further support provided to R&D
intensive businesses and that this adequately makes up the shortfall life science SMEs,
including those originating from Cancer Research UK-funded science, face in light of the
relief rate cut.

For any further information on this submission please contact lan Caleb at
ian.caleb@cancer.org.uk
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