
Challenges and Opportunities for Developing and Implementing
Incentives to Improve Health-Related Behaviors in Older Adults

Eran Klein, MD, PhD1 and Jason Karlawish, MD2

1Johns Hopkins University, Berman Institute of Bioethics, Baltimore, MD
2University of Pennsylvania, Departments of Medical Ethics and Medicine, PENN-CMU Roybal
Center on Behavioral Economics and Health, the LDI Center for Health Incentives, and
Alzheimer’s Disease Center, Philadelphia, PA

Abstract
There is growing interest in using patient-directed incentives to change health-related behaviors.
Advocates of incentive programs have proposed an ambitious research agenda for moving patient
incentive programs forward. Older adults may pose a challenge to such a research agenda. The
cognitive and psychological features of this population, in particular, age-related changes in
emotional regulation, executive function and cognitive capacities, and a preference for
collaborative decision-making raise questions about the suitability of these programs, particularly
the structure of current financial incentives, to older adults. Differences in decision-making in
older adults need to be accounted for in the design and implementation of financial incentive
programs. Financial incentive programs tailored to characteristics of older adult populations may
be more likely to improve the lives of older persons and the economic success of programs that
serve them.

INTRODUCTION
Financial incentive programs, such as paying patients at risk of thromboembolism to adhere
to blood thinning medications,(1) lose weight,(2) or quit smoking,(3) can change patient
behavior and thereby improve health outcomes. Although much of the data showing the
benefits of these programs are from research studies testing the program, as opposed to
practice, employers, insurers, and governments are implementing such programs in the hope
that they will significantly reduce the rate of increase in health care costs.(4,5) Soon, these
programs will have a national mandate as the recently passed national health care reform bill
includes provisions for Medicare and Medicaid to provide beneficiaries incentives to
complete behavior modification programs. (6)

Unfortunately, as promising as financial incentive programs are, remarkably little data exits
about whether these programs are suitable for older adults (persons over 65 years of age).
Older adults, like other adult patients, exhibit many of the behaviors and adverse health
outcomes that financial incentive programs address, but they do so against a backdrop of
age-relative psychological and cognitive characteristics. Although these characteristics
exhibit heterogeneity among older adults, important differences between older and younger
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adults are evident. In particular, this essay examines how, beyond the 6th decade of life,
individuals are more likely to experience changes in how they integrate time into their
decisions (known as “future time perspective”), in their tolerance for risk, in a variety of
cognitive abilities, and in their preference for collaborative decision-making. These
characteristics may affect the likelihood that older adults will participate in financial
incentive programs and, even if they do participate, that they will benefit from them.

By the middle of this century, the population of persons over 65 in the United States will
double from 39 million today to 89 million.(7) As a result, the impact of this population’s
healthy behaviors on overall health costs will become increasingly significant. But realizing
the potential of incentive programs to help older adults engage in healthy behaviors and
reduce costs, if they do, will only happen if such programs address the characteristics of
older adults. Below, we review each of the characteristics, the challenges they present to
health incentive programs, and explore how research and policy can address them.

THE LOGIC AND THE VALUE OF FINANCIAL INCENTIVES FOR CHANGING
HEALTH BEHAVIOR

Patients often engage in behaviors that are not in their long-term best interest and the burden
to patients and society of not changing these behaviors is significant. Current estimates are
that approximately 40% of premature deaths are due to modifiable behavior.(8) Medication
non-adherence is an example of a health-related behavior associated with adverse outcomes
and increased cost. Non-adherence is responsible for 33 to 69 percent of medication-related
hospital admissions, costs $100 billion a year, and leads to substantially worse health
outcomes.(9) Adherence is particularly important for older adults: more than 50% of older
adults take 5 or more medications on a regular basis.(10) Clearly, finding ways to change
health-related behaviors is a major challenge for health policy.(11)

Conventional thinking on health policy takes the restoration of the rational decision-maker
as the sine qua non of changing health-related behavior. Under such a view, a smoker with a
clear understanding of the risks and benefits of smoking is choosing to continue to smoke
because the benefits to the smoker outweigh the risks. However, work from behavioral
economics suggests that such thinking is over-simplified and that people are incompletely
rational, having trouble with decision errors such as overweighing the present compared to
the future, misjudging probabilities, being swayed by emotions, being affected by framing,
and having assessments of probabilities distorted by recent events or by observations of
close and trusted people, such as family members.(12-15)

However, while humans are at times irrational, the circumstances in which they make
decisions can be configured to facilitate better choices. For instance, individuals are
motivated by certain external goods (e.g., money), especially if they receive them relatively
immediately. By attaching these external, short-term goods to health-related choices (e.g.,
paying smokers to quit), patients can be motivated to make healthy decisions that favor their
own long-term best interests. Such incentive programs may not be the only way to affect
health choices, but they are emerging as another option for achieving better health outcomes.

Financial incentives for behavior change can be structured in different ways. Based on our
review of the literature, incentive programs can be structured along 7 core attributes (see
Table 1). Money is the most obvious incentive instrument, but monetary equivalents, such as
vouchers for goods, can be used as well. The amount of the reward can be set or it can vary
by performance or at random. The timing of the reward can be tied to achievement of the
program goal (e.g., target weight) or rewards can be distributed on an on-going basis as
intermediate sub-goals are met (e.g., 1 pound lost weekly). Rewards can be structured to put
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participants own resources at risk, thereby taking advantage of the fact that individuals tend
to be loss averse.

To date, research suggests that incentive programs have the potential to dramatically
improve medical care and public health. More research is needed to design and implement
these programs. Specifically, research is needed to understand the relative costs and benefits
of different incentive designs; the effect of differing types, magnitudes, and frequencies of
incentives; how to target populations; the optimum duration of programs; and the value of
combining programs with other methods of encouraging behavior change.(16) Well-
designed incentive programs must also be matched up with appropriate target health
behaviors. Changing complex health behaviors (e.g., coumadin monitoring and dose
adjustment) may respond better to certain kinds of incentive programs than others. As
progress in these areas is made, financial incentive programs look to become an increasingly
attractive method for changing health-related behavior.

DECISION-MAKING IN OLDER ADULTS
Research into optimum design of financial incentive programs needs to include older adults,
given the higher prevalence of disease in this group and the significant potential for benefit
from higher rates of healthy behavior. Careful monitoring and treatment of diabetes affects
both cognitive(17) and non-cognitive outcomes.(18) In older patients with arrhythmias, a
narrowly maintained International Normalized Ratio (INR) is an important predictor of
subsequent stroke.(19) Heart disease and cerebrovascular disease are leading causes of
morbidity and mortality in patients over 65. Older patients commonly take medications, like
lipid-lowering drugs and antihypertensives to lower the risk of vascular events, and 10% of
those over 65 years-old continue to smoke, a leading contributor to vascular morbidity.(20)
With few exceptions,(21) the design of incentive programs has favored enrollment of
younger populations, whether by explicit exclusion of older adults(22) or by restriction to
population features typically associated with younger age (e.g., pregnancy,(23) methadone
use,(24) employment status(3)).

This focus is potentially problematic. Although older adults largely have been excluded
from research into the design of incentive programs, no one has proposed that this
population be excluded from the future implementation of these programs. In fact, recent
health care legislation proposes to provide incentives to Medicare beneficiaries to complete
behavior modification programs. (6) The inclusion of older adults in the implementation but
not the design of incentive programs is likely to lead to non-optimum outcomes.

For older adults to enroll and succeed in financial incentive programs, these programs need
to accommodate the psychological and cognitive characteristics that have been shown to
affect their decision-making. Four important characteristics have particular relevance to
decisions about financial incentive programs in older adults: (1) emotion and emotional
regulation, (2) changes in executive function, particularly with respect to risk and reward
assessment, (3) age-related cognitive declines that may mark the signs of common
neurodegenerative diseases, such as Alzheimers disease, and (4) a preference for
collaborative health care decision-making.

Below, we review each of these characteristics and then discuss how they might affect
willingness of older adults to participate in financial incentive programs and the likelihood
of successful participation in these programs. We conclude with an agenda for necessary
research.

1. Emotion and emotional regulation: Recent work suggests that the emotional or
affective experience of older adults tends to differ from that of younger adults.
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Older adults, for instance, experience less negative affect than the young, as
measured by sampling of self-reported emotional states (e.g., anger, pride, joy) at
random intervals. (25) Older adults remember events associated with positive
emotions better than events associated with negative emotions (whereas younger
adults remember both equally) (26) and give a positive valence to what they
remember.(27) Older adults are more likely than younger adults to use cognitive
strategies to ensure an experience of more positive than negative affect.(28) The
socioemotional selectivity theory posits that those who perceive their time as
limited tend to make emotionally safer decisions.(29,30) They invest in already
emotionally meaningful relationships and activities rather than in more abstract and
less certain ones.(31,32) Clearly, this tendency for tighter regulation of emotional
life affects how older adults make decisions.

2. Changes in executive function, particularly with respect to risk and reward
assessment: Executive function is noted to change with increasing age. Broadly
understood as the capacity to monitor and regulate cognitive and emotional states,
executive function plays a central role in decision-making. In older adults, this has
been examined experimentally with a gambling exercise called the Iowa Gambling
Task (IGT). The IGT is a computerized card choice game in which normal
decision-makers gradually shift from decks yielding high reward but even higher
cost cards to decks with moderate reward and low cost cards.(33) Some otherwise
cognitively normal older adults fail to shift to safer, more consistent decks,
preferring the riskier decks with higher occasional rewards.(34) This group shares
this behavior in common with subjects with frontal lobe lesions and clear executive
dysfunction.(35) This tendency is not uniform in older adults nor is it entirely
separable from age-related changes in emotional regulation .(36). Work still needs
to be done elucidating the relation between emotional regulation and explicit
decision-making. Nonetheless, contrary to the common stereotype of older adults
as risk avoidant, advancing age may portend a decline in executive function and a
tendency to endorse riskier decisions.(37) For example, older adults with impaired
executive function have been shown to be more likely to express a willingness to
purchase goods that are fraudulently advertised. (38)

3. Age-related cognitive declines that may mark the signs of common
neurodegenerative diseases: Common age-related declines in cognitive abilities
include speed of information processing, working memory capacity, and long-term
memory (39). While certain cognitive declines are likely a normal accompaniment
of aging in so far as they are not linked to pathology or disability, some declines,
such as memory and executive function, are often early signs and symptoms of
neurodegenerative diseases such as Alzheimers disease, which in persons over 80
has an annual incidence of at least 10%.(40) Studies of persons with Alzheimers
disease and precursor states such as mild cognitive impairment show that
characteristic cognitive changes have a substantial impact on decision making.
(41,42) This includes impairments in the ability to understand and reason through
information, recognize functional deficits, and perform basic financial decisions.

4. A preference for collaborative health care decision-making: Older adults are more
likely than younger adults to prefer collaborative decision-making. Older adults are
more likely to put off making health care decisions(43) or to make decisions with
or defer decisions to others (e.g., family (44), health care providers(45-47)). Such
tendencies have been shown to extend beyond individual treatment decisions to
more general life course decisions such as choosing a Medicare health plan, for
instance.(48)
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Structuring Incentives to Fit the Decision-Making Needs of Older Adults
The design of an optimum incentive for older adults, one that motivates behavior change at
the lowest cost, is a priority. Three questions can guide this design: (1) What kinds of
incentives interest older adults? (2) What kinds of incentives motivate older adults to make a
commitment to change? (3) What kinds of incentives result in sustained participation by
older adults? Understanding how this population will respond to different incentives based
on the decision-making characteristics discussed above is essential to designing and
implementing successful programs that include older adults.

Getting older adults interested in financial incentive programs—The first step for
a successful financial incentive program is getting individuals interested in the program.
Incentives must draw individuals to want to learn more about a program. Whether these
programs are presented to individuals by sponsors (e.g. Medicare) or by others (e.g.,
physicians), the initial appeal of these programs - and the subsequent likelihood of
enrollment – will depend in large part on the attractiveness of the incentive offered. This is
particularly important for older adults who are less likely to ask for information in medical
contexts.(49)

Incentives designed to advance emotionally important goals may be particularly effective in
older adults. For instance, a weekly voucher for a meal and a night of entertainment for a
patient and close family member may generate more interest than an open-ended monetary
reward. Programs need not require that rewards be spent to forward emotionally important
goals, but presenting these kinds of goals as the default may be a particularly effective way
to draw in older adults.

Certain methods to allocate incentives may be more attractive to older adults than to
younger adults. Although older adults have no greater incidence of pathological gambling
than other age groups,(50) evidence suggests that they enjoy and are drawn to gambling.(51)
Hence, programs that use lottery systems to allocate rewards may be especially attractive to
older adults. The reward for changing an unhealthy behavior, for instance, can be the
opportunity for a big payout (e.g., drawing for a one in five chance of a $200 reward). The
chance of winning a large award may be particularly appealing to older adults, as evidence
from performance on the IGT suggests. In summary, research is needed to better understand
how the kinds of rewards and how they are allocated appeal to older adults.

Getting older adults to enroll in a financial incentive program—Behavior change
programs require substantial first-person commitment. But securing a long-term
commitment to a financial incentive program may be a significant challenge for older adults.
The decision to participate in a financial incentive program shares much in common with a
medical treatment decision.(52) Sufficient information needs to be disclosed to and
understood by potential participants who should then weight the costs and benefits of
participation and apply them to their individual circumstances. For older adults who prefer
collaborative decision-making, this process of disclosure and understanding needs to include
all relevant decision-making participants.

Because older adults tend toward decisions that yield positive emotional states, programs
that harness regret may not be as useful in older adults as they are in younger adults. Regret
has been used in financial incentive programs as a way to add extra value to monetary
incentives.(1) Informing individuals of the reward they lost by failing to achieve a program
goal is thought to produce regret. The disutility of regret provides extra motivation to adhere
to a target behavior. The use of a negative emotion – regret – may prove an effective
strategy for motivating older adults enrolled in programs to maintain a target behavior, but
those deciding whether or not to enroll in the program may be put off by it. Older adults,
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particularly those unsure of their likelihood of success, may find the risk of experiencing the
emotional cost of regret outweighs the benefits of the program and choose not to enroll.
Research will need to examine how emotional states affect the willingness to enroll and
adhere to financial incentive programs.

Cognitive impairments may also affect the ability of older adults to make decisions to enroll
in programs. Even persons with mild cognitive impairment compared to cognitively normal
older adults show impairment in their decisional abilities and capacity to solve financial
problems.(53) Hence, older adults may be impaired in their ability to make a decision about
whether to enroll in a financial incentive program. Clearly, studies are needed to examine
the impact of MCI on the ability of an older adult to decide whether to enroll in a financial
incentive program. If research shows that capacity is commonly impaired, then incentive
programs will need to examine the value of screening for impaired capacity and investigate
the role that concerned others (e.g., family) can and should play in the decision to enroll.

Getting older adults to stick to financial incentive programs—Incentives must not
only attract individuals to change behavior and make a commitment to doing so but they
must be designed to sustain behavior change over time. Sustaining behavior change is
recognized as one of the central challenges facing those designing incentive programs.(16)
An incentive that fails to hold interest in behavior change is costly to both participants and
sponsors. In older adults, the challenge of selecting an incentive that motivates continued
interest in a behavior change is particularly important.

Incentive programs that incorporate frequent, small rewards have shown promise in
sustaining interest in behavior change.(2,54) Individuals commonly overestimate the value
of small, but frequent costs of changing behavior (e.g., cravings for a cigarette or high fat
snack) and underestimate benefits of future health improvements (or promised future
monetary rewards).(55) Programs that offer frequent, small monetary rewards (e.g., $3 per
day) for achieving interim goals (e.g., adherence to a medication schedule) may serve to
counter this availability bias.

The effectiveness of frequent awards on older adults is difficult to predict. Older adults place
greater value on the anticipation of a reward than young adults, showing a greater
willingness to defer the experience of a reward to the future, perhaps attaching more value to
its anticipation.(55) This suggests that high frequency rewards may be less effective in this
population. Some cognitive characteristics of older adults, however, point in the other
direction. Though the ability to remember conceptual information clearly declines in older
age, the ability to remember positively emotionally-laden information, as discussed above,
does not show such clear age-related declines. (56) Frequent rewards, therefore, may help
older adults lay down memories important to behavior change. If sustaining behavior change
relies on remembering successful thought patterns or mental strategies for avoiding or
adopting target behaviors, the positive emotion tied to enjoying frequent incentives may be
particularly helpful to older adults. Research is needed to examine how the frequency and
size of reward affect adherence of older adults.

CONCLUSION
Financial incentive programs may offer promise to change health-related behavior. The
benefits of enrolling older adults in financial incentive programs may be substantial. But
these benefits are unlikely to be fully realized unless the characteristics of older adults are
incorporated into the design and implementation of financial incentive programs. Key
characteristics are changes in emotional regulation, executive function, andcognitive
abilities, and a preference for collaborative decision-making. What is already known about
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decision-making in older adults can help guide the development of these programs,
particularly the choice of incentives. However, we have argued that further research is
needed if the full potential of financial incentive programs is to be realized for older adults.

Studies will need to examine particular groups of older adults, rather than simply studying
them as a uniform group. Key characteristics to define these groups include those with
normal cognition versus those with mild degrees of well-characterized cognitive
impairment. Other characteristics include studying how decision-making styles, risk-reward
processing, and future time perspective act as potential modifiers of the willingness to
participate, and the decision to enroll in and sustain participation in these programs.
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Table 1

The following table depicts the seven features of incentive structures and, for each feature, the range of
attributes. Examples of each attribute are in italics.

Feature Attributes

1. Benefit type Direct (money)

Indirect (goods voucher)

2. Quantity of benefit Uniform ($50 for meeting weight loss goal)

Indexed ($25/pound of weight lost)

Escalating ($10 for first pound lost, $15 for second pound lost, etc.)

Random (0 to $50 for each successful milestone)

3. Probability of distribution Assured ($50)

Chance (1/4 chance of $250)

4. Timing of assessment Completion of program (6 month)

Set intervals (weekly clinic visit)

Random intervals (10 times during 6 months of program)

Dependent intervals (Intervals vary based on previous performance)

5. Participant Investment Opportunity costs (time, effort, discomfort)

Escrow ($200 of own money lost if fail to meet goal)

Matching (“Double or nothing”) ($200 of own money lost if fail, $200 extra gained if successful)

6. Information disclosure Factual (information given about meeting or failing to meet goal)

Counterfactual (information given about reward lost by failing to meet goal, e.g., regret)

7. Dispensing type Resetting (discrete reward at time of each target achievement)

Aggregative (“passbook savings”) (information on running tally given)
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