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Many health care services provided in the United States are of low value, meaning that the
cost of providing those services is high relative to the health care benefit they confer. In
some cases, the care provided may have no value or even, on average, be harmful. Examples
of low or negative value services include unnecessary surgery or diagnostic imaging that
will not change management. Given estimates that 30% of the $2.5 trillion the U.S. spends
on health care services each year may provide little benefit,1 there is a widespread eagerness
to enhance the ratio of benefits to costs.

Because value matters in health care, when new health care programs are proposed it has
become common to ask, “What is the Return on Investment (ROI) from implementing this
new program?” Implicit in this question is that programs should be supported if they save
money, but not otherwise. Positive ROI, meaning that more money is saved than is spent,
has become the standard by which new initiatives are evaluated. This standard has been used
to evaluate new programs such as the primary care medical home, disease management, and
the projects submitted for the new Center for Medicare and Medicaid Services Innovation
Challenge.

Although asking about ROI might seem to make sense given concerns about health care cost
and value, asking about ROI is the wrong question when assessing whether a health care
program is successful. What would happen if the rule were applied to every health care
decision that is made? Beyond childhood vaccination and flu shots for the elderly, few
health care services save money.2 The positive ROI criterion is not applied to most health
care services because almost nothing satisfies it. Medicare is prohibited by law from
considering cost in coverage decisions, and other insurers tend to follow suit, even if the
benefits are small and the costs very large. Would anyone ever ask: “What is the return on
investment in treatment of this patient’s cancer?” It is not a meaningless question, but almost
certainly one that most people would think inappropriate to ask.

Cost is important and should be considered in many more settings, for both existing and new
services. Clinicians and policymakers should not apply one standard when tacitly continuing
the status quo and a different standard when evaluating innovative programs that might be
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implemented. It certainly does not make sense to use one criterion (are there clinical
benefits?) for coverage decisions for treatments and a different criterion (are health care
savings greater than program costs?) for preventive services or delivery system innovations
designed to improve health. Programs designed to improve health and prevent disease
should be evaluated based on whether they improve health at a reasonable price, in essence
comparing whether improvements in health are achieved for less resources than through
alternatives, e.g. expenditures t on health care services. Health care reimbursement tends to
be ‘disease fixated’ and should be evaluated the same way based on the value of
expenditures in achieving improvements in health.3 If an employer spends $100,000 treating
late-stage emphysema or lung cancer for its employees—an expenditure with a negative
ROI, but one that adds value to employees’ lives --should that employer be willing to spend
money on smoking cessation programs? The answer is almost undoubtedly yes. However, if
health promotion programs or health system delivery innovations are required to save
money, they will likely be labeled ‘failures’ even if they improve health at a lower price than
many of the services that we now willingly pay for under Medicare and private insurance.
Ironically, if we continue with the approach of insisting on a positive ROI to fund such
programs, low value spending will persist at higher rates than would otherwise be the case.

For example, consider a program that would improve medication adherence after acute
myocardial infarction (AMI). Adherence rates to beta blockers, statins, ace-inhibitors or
angiotensin receptor blockers post AMI is poor; a recent large-scale study showed that even
when copayments are lowered to $0 among insured patients, average adherence for these
medications is only about 45%.4 If a new program could increase adherence to 70% it is
plausible that the program could significantly reduce the rate of hospital admissions for MI,
stroke, and revascularization procedures. If the average cost of health events requiring
hospitalization in the 12 months following a hospital admission for a new MI is about
$20,000 and the new program reduced the rate of events requiring hospitalization by 10%,
the new program could cost up to $2,000 per year and still save money. Does that mean the
program should not be adopted if it costs $3,000? At that point, the calculated ROI for the
program is negative because it costs more than it saves. But wouldn’t this program still be a
much better use of money than letting those MIs occur (mortality rates from AMI are
typically more than 10% among hospitalized patients in the 30 days post-admission and
many patients die before making it to a hospital)? If this is not a good use of money, then
why are so many other services covered that yield lower value?5 Many insurers, including
Medicare, are continuing to cover Bevacizumab for metastatic breast cancer, despite
unanimous recommendation by an FDA panel that the drug not be covered because it was
not helping patients to live longer, did not control their tumors, and exposed them to serious
adverse effects6 despite an average cost per year of $99,000.7

There are political, ethical, and emotional challenges to making explicit resource allocation
issues in treating diseases and applying the same metrics used to evaluate the effectiveness
of programs that prevent diseases in largely unidentified patients. It is always more difficult
to shut down existing programs than to say no to new ones, a phenomenon known as status
quo bias.8 It is also harder to justify investments in prevention across broad populations than
investments in the treatment of identifiable patients, a phenomenon known as the rule of
rescue.9 Changing the criteria used to evaluate health system delivery innovations might
help overcome these tendencies. Evaluating success using the same criteria – whether a
preventive service, delivery system innovation, or treatment - may be the best way to ensure
the maximal value (improvements in health) for the resources expended on health care
services.

A recent conversation with a benefits manager from a medium-sized employer brought
home this point. She told us that she was asked by the Chief Financial Officer “What is the
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ROI in putting in place this $125,000 wellness program?” She responded by asking “What is
the ROI on the $28 million we are spending on treating disease through our health benefits?”
If cost is not considered when thinking about the value of covered treatments, it doesn’t
make sense to use positive ROI (cost savings) as a criterion for determining whether
promising new delivery system innovations get covered. A better approach would be to
adopt similar metrics for treatment and prevention and for current and proposed care, where
the goal in all cases is getting the biggest possible improvements in health for the available
resources.

Acknowledgments
Funding from National Institutes of Aging Penn CMU Roybal P30 Center on Behavioral Economics and Health

Asch and Volpp are consultants to VALhealth. Volpp and Loewenstein do consulting for CVS-Caremark and
receive research funding from CVS Caremark and Humana. Volpp receives research funding from Discovery
(South Africa), Mckinsey, and Horizon BCBS.

REFERENCES
1. Garber A, Goldman DP, Jena AB. The promise of health care cost containment. Health affairs

(Project Hope). 2007 Nov-Dec;26(6):1545–1547. [PubMed: 17978370]

2. Russell LB. Preventing chronic disease: An important investment, but don't count on cost savings.
Health Affairs. 2009; 28(1):42–45. [PubMed: 19124852]

3. Woolf SH. A closer look at the economic argument for disease prevention. JAMA : the journal of
the American Medical Association. 2009 Feb 4; 301(5):536–538. [PubMed: 19190319]

4. Choudhry NK, Avorn J, Glynn RJ, et al. Full coverage for preventive medications after myocardial
infarction. N Engl J Med. 2011 Dec 1; 365(22):2088–2097. [PubMed: 22080794]

5. Cohen JT, Neumann PJ, Weinstein MC. Does preventive care save money? Health economics and
the presidential candidates. N Engl J Med. 2008 Feb 14; 358(7):661–663. [PubMed: 18272889]

6. Pollack A. F.D.A. revokes approval of avastin for use as breast cancer drug. The New York Times.
2011 Nov 19.B1

7. Stein R. FDA revokes avastin's approval for breast cancer treatment. The Washington Post. 2011
Nov 18. Health and Science.

8. Ritov I, Baron J. Status-quo and omission biases. Journal of Risk and Uncertainty. 1992; 5(1):49–
61.

9. Johnson A. Bentham in a box: Technology assessment and health care allocation. Law, Medicine
and Health Care. 1986; 14:172–174.

Volpp et al. Page 3

JAMA. Author manuscript; available in PMC 2012 November 27.

$w
aterm

ark-text
$w

aterm
ark-text

$w
aterm

ark-text


