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If we had unlimited money....

� We wouldn't worry about economic evaluation 
issues at all...

� But, sigh, we don't have unlimited money...

� So, we have to make the best use of it we can.

� We must maximize the health benefits from 
the fixed resources we presently have at hand 

Economic Evaluation is NOT about…

� How to do the cheapest program
� How to cut corners in HIV prevention
� Being satisfied with the resources available



Decision Makers' Issues

� HIV-related programs vs. non-HIV
- OMB; Appropriations Committees

� Affordability
- ASO Directors, State Health Departments,
Correctional Systems, Other Service Providers

- Planning Groups

� HIV-related programs vs. HIV-related programs
- Virtually All HIV/AIDS Service Providers
- Planning Groups

� Setting of performance standards

Overview of Types of Analyses

� Cost analysis
� Cost of unmet needs 

analysis
� Threshold analysis
� Cost-effectiveness 
� Cost-utility analysis
� Technique depends on 

question you want to have 
answered – all techniques 
have their uses and value

Decision Makers' Issues

� HIV-related programs vs. non-HIV programs
� Cost-utility analysis

� Affordability 
� Cost analysis

� HIV-related programs vs. HIV-related pgms
� Cost-effectiveness or cost-utility analysis

� Performance standard setting
� Threshold analysis



Some very practical issues….

� OMB is interested in cost-effectiveness 
(esp., cost-utility analysis)

� OMB’s Program Assessment Rating Tool 
considers “efficiency”

� CDC is launching web-based continuing 
education models on how to do CEA

� Failure to do economic evaluation can 
expose a program to one type of attack

The bottom line(s)….
� Economic evaluation can 

help us achieve the goal of 
maximizing the health 
benefits from the resources 
presently available to us

� Key decision makers are 
explicitly interested in 
economic evaluation and 
failure to conduct that type 
of analysis exposure a 
“program” to one major 
type of criticism

Overview of H&H Economic 
Evaluation Work

� Cost analysis
� Threshold analysis
� Cost-utility analysis

� Today…..
� An update on cost 

analysis
� An update on 

threshold analysis



Cost analysis
� Payer and Societal 

Perspectives
� Service Delivery but 

NOT Research Costs

� Multiple Stages of 
Service Delivery

Stages of Service Delivery
� Recruiting
� Screening
� Vouchers and utilities

� Housing advocacy
� Case management
� Follow-up

In addition, costs for ….

� Materials
� Overhead
� Client’s share of rent and utilities
� Client transportation
� Client time
� Child care



Baltimore Cost Analysis

$1Materials

$12Follow-up

$513CM

$248Housing 
Advocacy

$8199Vouchers

$12Screening

$0Recruiting

$10048Societal Tot

$9256Payor Total

$270Indirect

$1Child Care

$10Client Time

$4Client 
Transport

$777Client Rent

Chicago Cost Analysis

$300 
($600 * .5)

RW CM 
(Follow-up; 
50% clients)

$1500
($3000 * 

.5)

Intensive 
CM (50% 
Clients)

In RW CM 
below

Housing 
Advocacy

$9600Vouchers

$250Screening

$0Recruiting

$11651Payor Total

$105Client Rent

$621Client 
Transport

$500Client time

$0Child Care

$12877Societal Tot

7% FeeIndirect

$1Materials

LA Cost Analysis (draft)

$7Materials

$328Follow-up

$524CM

$15Housing 
Advocacy

$8628Vouchers

$13Screening

$1Recruiting

$11371Total

$10087Payor Total

$571Indirect

Likely $0Child Care

TBDClient Time

TBDClient 
Transport

$1284Client Rent



Causes of cost differences
� Slightly different models of services
� Slightly different administrative arrangements to deliver 

services
� In general (beyond H&H), prevailing wages in community 

and social services differ by city (according to Bureau of 
Labor Statistics website)

� In general (beyond H&H), housing voucher values vary by 
city (according to HUD website)

� Combining the last two points: In general (beyond H&H), 
wages are slightly higher in LA and housing is a bit more 
expensive in Chicago

Threshold Analysis
� Setting a performance standard
� Cost saving threshold is service delivery cost 

divided by medical costs saved when transmission 
is prevented ($221,365)

� Cost-effectiveness threshold is service delivery cost 
divided by medical costs saved plus $50,000 per 
quality-adjusted life year saved 
($221,365+($50,000*11.23 QALYs))

� Tells you how many HIV transmissions have to be 
prevented in order for services to be considered 
cost-saving or cost-effective

How many transmissions must be averted 
to be cost-saving or cost-effective?

.015
(68)

.051
(19)

LA

.015
(1 per 69 clients)

.052
(1 per 19 clients)

Average

.016
(60)

.058
(17)

Chicago

.013
(77)

.045
(22)

Baltimore

Cost-effective 
threshold

Cost-saving 
threshold



Can we reach the thresholds?
� We won’t know until study is completed
� But….

� In 315 clients, we might expect somewhere between 8 
and 34 HIV transmissions in one year (assuming a 2.40 
to 10.79 transmission rate); likely closer to higher end of 
that range in H&H study

� Can we prevent 16 of these transmissions?  If so, we are 
likely cost-saving to society

� Can we prevent 5 of these transmissions? If so, we are 
likely cost-effective

Cost-utility analysis

� R = (C – A T) / AQ
� Builds on cost and threshold analysis
� Will use empirical quality of life data from 

H&H
� Will use cost of services data from H&H

� Increased utilization of cost-effective services is a 
good thing

� Will yield cost per QALY saved by H&H

Cost Effectiveness of Selected
Medical Interventions

Strategy
Cost per Life-year

Saved (U.S.$)
a

9,700
21,000
30,000
43,000
50,000

110,000
113,000

Enalapril for congestive heart failure
Lovastatin to prevent coronary disease
Screening mammography
Faecal occult blood with sigmoidoscopy
Renal haemodialysis
Warfarin for nonvascular atrial fibrillation
Prostate specific antigen screening

b

c

d

e

Adapted from: Moore et al, Pharmaco Economics, 1996

a  Converted to 1994 values using the US Consumer Price Index.
b  In women aged 40 to 79 years.
c  In patients aged > 65 years.
d  In patients aged > 75 years.
e  In 50-year-old men.

Targeted
HIV 
Prevention

New 

HIV Treatments



In Summary…..
� Sufficient cost per client estimates are now 

available to answer “affordability” policy questions
� Sufficient threshold analyses are now available to 

set approximate performance standards (on basis 
of HIV prevention considerations alone)

� Cost-utility analyses should be done by Summit III
� Important to remember…

� If resources were unlimited, we wouldn’t need to do this 
type of analysis

� Goal is to maximize health when resources are fixed

“If we want more evidence-based 
practice, we need more practice-
based evidence”

Dr. Larry Green
www.lgreen.net


