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Introduction 1

1. Introduction

1.1 Introduction
Sen (1995) writes:

"While Aristotle agreed with Agathon that even God conld not change the past, be did
think that the future was ours to make - by basing onr choices on reasoning.’

Indeed, one may argue that it is this urge for basing choices on reasoning and
a clear analytical framework that has caused the increased attention for
economic evaluation of health care services over the last decades. The
growing medical possibilities for curing diseases and improving quality of life
calls for choices in the health care sector. It is financially impossible to
petform all possible health cate programs with the budgets allocated to health
care, even though the latter mostly have increased over the years, in absolute
terms and often also as percentage of gross national income.

Economic evaluations of health care have partially met the demand for 2
comprehensive analytical tool for appraising different health care programs.
Different types of economic evaluation prevail, like cost-minimization analysis
which is aimed at finding that program that is least costly without relating
these costs to outcome, cost-consequence analysis which makes a very broad
compatison between costs and outcomes, as the latter may be measured in
many different outcome units within one study leaving the weighting and
aggregation to the user of the study (CCOHTA, 1997). Cost-benefit analysis aims
to balance the costs and the effects of a certain program by expressing costs
and all effects in monetary units, thus assigning monetary values to
improvements in quality and length of life. Over the last decades, cost-
effectiveness analysis (CEA) or cost-utility analysis (CUA) have gained in popularity.
This type of analysis will be discussed in more detail below, as it is this type of
analysis for which most of the recommendations made further on in this
thesis apply.
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CEA provides decision-makers in the health care sector with a rationale for
deciding whether or not to introduce or fund a certain health care program
and for the critical appraisal of prevailing health programs. This is normally
performed by comparing the costs related to a program with the health
outcomes it produces. That way, programs that yield much 'health’ per unit of
cost may be considered to have a higher priority in receiving funding than
those that yield less. In the end, this method should provide decision-makers
with 2 tool that may lead to the maximum of health effects from a given
budget. Increasingly over the last decades these health effects are captured in
terms of quality adjusted life-years (QALY'S), which is a common measure of
preference for (changes in) health states (e.g. Weinstein and Stason, 1976;
Boyle et al,, 1983), incorporating both changes in duration of life and changes
in the quality of life in a general way. This type of analysis is sometimes called
cost-ntility analysis to distinguish it from analyses using natural units as outcome
measure. Here, in principle the term CEA will also be used for analyses using
QALYSs as outcome measure.

Although the general idea behind cost-effectiveness analysis as outlined above
seems rather straight forwatd, the practical operationalization of CEA has led
to numerous debates and problems. Not only the outcome measurement was
discussed, e.g. whether to use and how to view and measure QALYs (e.g.
Pliskin et al, 1980; Torrance, 1986; Mehrez and Gafni, 1989; EuroQol Group,
1990), how to weigh QALYs for different groups in society (Harris, 1987;
Daniels, 1993; Williams, 1988; Lewis and Charney, 1989), whether to use
HYEs (eg. Mehrez and Gafni, 1989; Bleichrodt, 1995) or DALYs (e.g.
Murray, 1994), but also the methodology of cost estimations led to
considerable debate (e.g. Gold et al., 1996; Drummond et al., 1997).

This thesis focuses tainly on the valuation of changes in time use within cost-
effectiveness analysis, taking a societal perspective on CEA. The valuation of
changes in productivity and time use in economic evaluations is an important
area of debate. [Here, there is a focus on how to value changes in different
time uses (paid work, unpaid work and leisure) and how #of to value these
changes. Also, the time of informal caregivers is considered. Two additional
subjects related to time ate discussed in this thesis: priority care for employees
and the discounting of health effects in economic evaluations,



Introduction 3

1.2 Areas of debate

Socieial perspective

Although economic evaluations of health care assess costs and effects related
to a specific health care intervention, the costs included in the analysis ate not
necessarily exclusively health care costs. Similarly, the health effects
incorporated in the analysis do not necessarily have to encompass merely the
intended effects, but also unwanted side-effects or effects in persons that are
not the primary focus of the intervention should be taken into account. This
broad view on both costs and health effects is normally denoted as the
societal perspective,

"When @ CEA is conducted from the societal perspective, the analyst considers everyone
affected by the intervention and connts afl significant bealth outcomes and costs that flow
Sron it, regardless of who experiences the onteomes or costs.! (Gold et al., 1996, page 6)

This way all relevant information that may be of interest for the decision-
making process is incorporated in the analysis. Although Drummond (1993)
rightfully questions whether there is a societal deciston-maker who indeed
adapts to such a broad societal viewpoint rather than a partial interest (e.g.
only the health care budget implications), it is considered important not to
confine an economic evaluation to a natrow perspective. Consistently
following the chosen societal perspective throughout the analysis and in the
applied methods is of importance as well.

One implication of taking a societal perspective is that it should ensure that
impacts of interventions on all individuals will receive fair weight. The
Rawlsian veil of ignorance, or deciding on distributions of goods and services
or decision-making processes under the hypothetical assumption that we are
deciding on these matters before we are born, or are aware of when or where
we will be born, what capacities we will have, what our health status will be et
cetera, may be considered televant in these matters (e.g. Rawls, 1971; Daniels,
1985; Daniels, 1988; Eddy, 1991; Gold et al,, 1996). Using this concept of
deciding on distributional processes before we actually are born into this
world will at least ensure that all relevant changes are considered, since one is
not sure whether one is affected by such a change. Also, even though a certain
change may not occur within the sector under study (the health care sector), it
will be considered as it will affect cettain groups in society. Taking such a
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broad societal perspective may be considered to have implications for the
method used for adapting health effects for the time at which they occur
(chapter 9). For costs, it is important to note that taking a societal perspective
means that one ‘never counts as a gain what is really somebody else’s loss’
(Gold et al,, 1996). This balancing of losses and gains on a societal level is of
utmost importance in determining productivity costs for instance.

General view

A second important subject is the way CEA is viewed by the analyst, Two
main streams are the welfatist view and the decision-maket's approach or
extra-welfarist view. As Hurley (1998) writes:

"The welfare economic framework, which is famifiar to niost economists, rests squarely on
notions of individval witlity or preference as the fonndation for analyss. For appled
analysis, the empirical approacl derived fromr the welfare econonric framework is cost-benefit
analysis, a method in which the costs and benefits of the alternatives being evalnated are
wedsnred in conpmensurate naits, nswally money.”

For analysis of health care services, however, even within a welfare economic
framework cost-effectiveness analysis to some extent may be seen as an
alternative for cost-benefit analysis. This especially holds if QALYs are
intetpreted as utilities, although one may have some objections against this
interpretation (see chapter 2). The 'extra welfarist approach' was first
advocated by Sen (e.g. Sen, 1985), who insists that the traditional welfare
economic framework limits the possibilities for looking at specific types of
outcome, which he calls 'non-utility information’, like equity considerations
and freedom of action. Culyer further developed this extra-welfarist approach
(Culyer, 1989; Culyer, 1990). Culyer suggests that QALY-weights do not
necessarily have to stem from individual utility values and that economic
evaluation may be seen as maximizing health effects from a given budget. The
emphasis on health rather than utility constitutes a divergence from welfare
€Conomics,

Hete, the viewpoint is advocated that preference based health outcomes are
indeed a quite suitable maximand with a health budget, without excluding
non-health outcomes from the analysis. Although, in theory one may hold it
possible to fully outline societal preferences, including those on equity, and
how individual utlity contributes to societal welfare, the current
operationalizations of the traditional welfare economic framework seem
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unable to fully measure and incorporate all relevant information and
considetations in the analysis. Primarily focusing on health instead of on pure
utlity immediately constitutes a divergence from welfare economics, In this
thesis cost-effectiveness analysis is considered a pragmatic tool in the process
of decision-making, providing the decision-maker with all relevant changes in
costs and effects regardless of where (or when) they occur in society, but
often not providing an immediate answer to the question whether or not 2
certain program should be implemented. This remains the task of the
decision-maker, weighing all relevant aspects, also those not captured in terms
of a C/E-ratio. In agreement with Culyer it is assumed that the main objective
of the health care budget is to produce health effects,

Productivity costs aud time costs

The costs related to reduced productivity and impaired ability to perform
one’s normal activities, paid work unpaid work and leisure are often
mentioned as a specific cost category within economic evaluations. Especially
the costs related to reduced ability to perforn paid work are much discussed
{e.g. Gold et al, 1996; Drummond et al, 1987, Drummond et al, 1997,
Rutten et al,, 1993). Productivity costs or indirect non-medical costs have
received a reasonable amount of attention in the literature. There has been
debate whether these costs should be incorporated in an analysis (e.g. Gerard
and Mooney, 1993; Russell, 1986; McGuire et al., 1988; Hartunian et al., 1981)
of health care interventions and especially on how (specific parts of) these
costs should be incorporated. It has been stressed that valuing production
losses is not equal to valuing lives as such (Fitzgerald and Gafni, 1990; Levin
and fonsson, 1992). Mostly, the methodological debate of measuring and
valuing productivity costs focused on absence from paid labor. Traditionally,
the human capital method was used, For short-term absence, however, one
may wonder whether making up for lost work upon return to work, colleagues
taking over certain tasks and canceling non-urgent work will not affect the
costs of absence to some degree (e.g. Commonwealth of Australia, 1990;
Drummond, 1991; Koopmanschap and Rutten, 1993). In addition, the
relationship between changes in production and changes in labor time is less
than proportional (De Koning and Tuyl, 1984). For long term absence, the
possibility of replacing ill, disabled or prematurely diseased workers may
induce a substantial reduction in production losses on a societal level (e.g.
Drummond et al., 1987; Williams, 1985; Lindgten, 1981; Levin and Jonsson,
1992; Olsson et al,, 1987; Koopmanschap and Ineveld, 1992; Koopmanschap
et al,, 1995; Koopmanschap and Rutten, 1996b). These concerns led to the,
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development of the friction cost method (Kooptnanschap and Rutten, 1993;
Koopmmanschap et al., 1995). In this thesis the friction cost method is further
advocated as being the most appropriate method from a societal perspective.
The use of the fricton cost method is embedded in more broad
recommendations for valuing patient time {chapter 3). There is also explicit
attention for the recent recommendation of the US Panel on valuing
productivity costs in terms of quality of life. This recommendation presents a
new third way of wvaluing productivity costs, which will be discussed in
chapters 4 and 5.

Productivity costs without absence may also be of importance, especially for
certain types of diseases like migraine and dyspepsia (Osterhaus et al., 1992;
van Roijen et al, 1995a; Severens et al,, 1998). Although from the scarcely
available literatute on this subject it is clear that this type of productivity loss
ay constitute a considerable cost in some instances, the exact measurement
of the amount of production lost, the degree of compensating mechanisms
like colleagues taking over or making up for lost wotk later and the valuation
of the lost production or increased production costs need further attention.
Chapter 6 further discusses this subject. The valuation of production losses
related to unpaid labor is not without problems either. Although the number
of hours of reduced unpaid productivity may be derived through interviews or
questionnaires (e.g. Van Roijen et al, 1996}, divergent recommendations have
been put forward on how to value the reduction in output and possibility to
perform unpaid labor (eg. Drummond et al, 1997; Gold et al, 1996). In
chapter 3 some recommendations are made for valuing lost unpaid labor
following the opportunity cost principle,

A final matter of debate related to time costs is the impact of health changes
on leisure time and role functioning, The fact that people are able to enjoy
leisure time in the way that they prefer is a valuable aspect of life and should
not be neglected in economic evaluations, However, there is no clear
consensus on how to value leisure time in economic evaluations. The same
holds for role functioning in paid or unpaid work. In chapter 3 these aspects
are discussed and the relationship between productivity costs and quality of
life aspects of changed time use is highlighted.

Infornial caregivers
Time invested by family and friends in (certain necessary elements of) the
treatment of a patient may be an important part of total care in some cases.
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Besides costs of giving up on normal time uses, there may also be effects on
the wellbeing of the informal caregiver because of fatigue, being restricted in
one's social life and so on. In chapter 7 an alternative valuation method of
informal care, incorporating the full costs and effects on quality of life of
informal care, is presented. '

Value of timee and priority care

The telationship between direct health care costs and productivity costs
became apparent in the Netherlands after the introduction of laws that made
firms individually responsible for the continuation of sick pay. A clear tension
has arisen between the private responsibility of firms for sick pay and the
public responsibility for providing adequate and fimel care. However, waiting -
lists are substantdal in The Netherlands (Swinkels, 1996). Employers, in
collaboration with insurers and hospitals came up with plans for employce-
clinics that should provide priotity care to employees. These clinics should
ensure a swift return to work for employees leading to reductions in
production losses. However critics have claimed that non-employees would be
disadvantaged by these clinics and that they should therefore be prohibited. In
chapter 8 it is shown that this specific intervention can be considered efficient
and equitable, demonstrating how investments in health care-may lead to gains
in other sectors of society. In addition, this relationship between indirect and
direct costs and between the health care sector and other sectors underlines
the need for taking a socictal perspective in assessing health care.

Timing of health effects

The discounting of health effects in economic evaluation is a common
procedure. Health effects are weighted for the point in time at which they
occur. Usually, effects are discounted with a 5% discount rate. The reason for
discounting effects is not fully clear and it may be considered quite unfair for
future generations or people that will receive health effects from current
treatment later on in life, that such a procedure is performed, An alternative
view on discounting effects is presented, which may be argued to be more
fair. Here, another great philosopher can be quoted. Friedrich Nietzsche
(1885) writes that every philosophy is botn out of the moral intentions of the
writer. Indeed, this may be held true for ethical views on how to discount
health effects as well. In chapter 9 discounting health effects from a societal
perspective is discussed in depth.



Tinie and time costs in economic evalnation: taking a societal perspedive 8

1.3 Questions

From the above discussion numerous questions may be formulated. Some of
these questions to be addressed in this thesis are:

e How should the time of patients be valued in economic evaluations of
health care?

e What aspects of patient time are to be measured in terms of quality of life
and what in terms of costs?

o Can productivity costs be measured reliably in terms of quality of life?

¢ Are productivity losses at work relevant for economic evaluations and if
s0, how should they be measured and valued?

¢ How mmight one incorporate the impact of the provision of informal care
i1 an econotnic evaluation of health care?

o Should health effects be weighted for the point in time at which they occur
by discounting them and if so, on what basis?

¢ Can productivity costs related to paid labor provide a rationale for priotity
treatment of employces?

e Is or should economic evaluation be a strict application of welfare
economics? If not, what alternative is therer

‘These questions are all related to the central theme of this thesis:

How does taking a soctetal perspective in ecotioniic evalnations of health care, following a
decision-maker's approach, change niethodology, especially those methods concerning time and
time cosis,

Hopefully, the answers provided in this thesis to the above question will
contribute to the ongoing quest for standardization of methodology of
economic evaluations and stimulate the discussion on various subjects.

1.4 Outline of this thesis
A first important issue is that one may encounter different views on econotnic

evaluations in general. Where some economists try to embed economic
evaluation in welfare econotnics, others take a perhaps more broad
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perspective. These latter economists view economic evaluations as an
imperfect tool aiding decision-makers in prioritizing health cate expenditures,
in which not all standard economic welfare principles may be directly
applicable or desirable. As will be further outlined in chapter 2, in this thesis
this latter perspective on economic evaluation and especially cost-
effectiveness analysis and cost-utility analysis is taken, Atistotle considered
economics to be just one of the sciences that could be used in the 'overall-
science' of politics. Indeed, the decision-maker's approach may be seen to
stand in this tradition, by providing policymaker's with all relevant
information, but leaving the final weighting of positive and negative aspects to
the policymaker.

Chapter 3 provides an alternative way of valuing patient time in cost-
effectiveness analysis, by separating time uses into three categories: paid work,
unpaid work and leisure. It is argued that the valuation of time should not be
entirely in terms of money or costs, but that there are quality of life aspects to
valuing time as well. Mostly, the debate on changes in time use concentrates
on a particular part of time costs, the so-called productivity costs.

In chapter 4 the question whether or not productivity costs may be estimated
in terms of quality of life as suggested by the US Panel on Cost-Effectiveness
in Health and Medicine (Gold et al,, 1996) is discussed. If respondents in the
valuation of health states are not explicitly instructed wof to consider any
income change resulting from a change in health, these respondents may be
assumed to fully take these income changes into account. By further assuming
income of individuals 2 good proxy of the value of their production, also from
a societal perspective, one may claim that production losses need not be
incorporated in terms of costs in the numerator of the cost-effectiveness ratio
(C/E-ratio), but are fully incorporated in terms of health effects in the
denominator of the C/E-ratio. Chapter 4 considers whether such an approach
may be considered appropriate.

Chapter 5 presents two recent debates in the literature on the measurement of
productivity costs. The fitst discussion was between the 'Erasmus Group' and
the US Panel on Cost-Effectiveness in Health and Medicine. After publication
of chapter 4, some members of the US Panel responded, mainly criticizing the
alternative method for valuing production losses, the friction cost method,
Another critique on the friction cost method was provided by Liljas (1998).
His main arguments and the responses to them ate discussed.
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Chapter 6 deals with production losses without absence from paid work, i.c.
because of illness at work. This much neglected subject is exarmnined
tentatively by comparing three different measurement methods of production
losses at work. After a theoretical examination of the different measurement
methods, sothe empirical results are presented from a study of production
losses without absence in a sample of employees of a Dutch trade-firm.

In addition to looking at changes in the productivity and time use of patients,
there is also attention for the position of informal caregivers, who sacrifice
normal time use in order to provide care to a pattner, family member or
friend. This time represents a scarce resource, and as such should in principle
be valued in an economic evaluation. Flowever, as is further explained in
chapter 7, the valuation of time of informal caregivers is not without
problems. Mostly, one standard valuation is attached to every hour of
informal care provided, but one may question the appropriateness of this
method.

In chapter 8 priotity care for employces as a solution for waiting times is
discussed. Employee clinics providing priority care for employees may ensute
a substantial reduction in waiting times for employees teducing production
losses, but it has to be considered to what extent a distinction in health care
provision on non-medical criteria is acceptable. By organizing employee-
clinics in such a way that both employees and nonemployees benefit, one may
argue that employee clinics are both economically and ethically defendable.

An opinion on how to operationalize a fair representation of future health
effects in economic evaluations from a societal perspective is presented in
chapter 9. Using the Rawlsian principles of justice and 2 strong
intergencrational viewpoint, one may put forward other recomtnendations on
the discounting of health effects than usually done in the literature.

Chapter 10 concludes this thesis and gives recommendations for future
research,

It should be noted that the chapters in this thesis are all based on separate
essays for journals. Therefore, all chapters may be read independently and
some overlap between various chapters may exist.
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2.  On the Economic Foundations of Economic
Fvaluation

Summaty

There are still many ongoing debates abont several aspects of the methodology of economic
evaluations of health care interventions. Some of the disparities in recommendations on
wmiethodological issues may be traced back to different viewpoints on CEA in general. Two
important views are the weilfarist approach, which aims at embedding CEA infe traditional
welfare economics, aund the decision-maker's approach, which takes a broader and miore
pragmatic view on CEA, The focus in welfarism may be on wiility while that of the
decision-makers approach may be considered fo be on health. In this chapter it is examined
bow these two views differ and how these differences may swbsequently Jead to debates in
wmethodolggical areas. It is indicated that embedding the praciical operationalisation of CEA
in welfare economics seems impossible. In a strict welfarist approach if is necessary to view
QALYs as being uiilities, althongh one may question whether such an approach to
QALY is appropriate. Also, equily considerations may play an important role in cost-
effectivencss analysis and these should preferably be taken into acconnt in a way that reflects
socielal attitudes towards an equilable distribution of health care. These equity
considerations may not always be directly related to utifity or efficiency. Frirthermore, both
camips may prefer different methods for cost measurement in areas such as productivity costs
and informial care. A better recognition of the contents and origing of controversies and
dispuies may enhance the carity of discussions.

2.1 Introduction

The general methodology of economic evaluation in health care (cost-benefit
analysis, but especially cost-effectiveness analysis and cost-utility analysis) and
its economic foundations are increasingly becoming a matter of discussion.
Recently, in the Journal of Health Economics for instance, there was a discussion
on cconomic foundations of cost-effectiveness analysis (CEA) in relation to’
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the inclusion of unrelated future health care and non-health care costs (Garber
and Phelps, 1997; Meltzer, 1997; Weinstein and Manning, 1997). In addition,
there is an ongoing debate on several other methodological issues, like
whether and how to incorporate productivity costs (e.g., Koopmanschap et
al., 1995; Johannesson and Karlsson, 1997, Koopmanschap et al, 1997;
Brouwer et al.,, 1997a; Weinstein et al., 1997; Brouwer et al., 1997b; Brouwer
et al,, 1998a), how to incorporate equity principles in CEA (e.g., Wagstaff,
1991; Bleichrodt, 1997; Williams, 1997), how to incorporate and value
informal care (e.g., Gold et al,, 1996; Drummond et al,, 1997; Brouwer et al.,
1999) and how to discount costs and especially health effects in CEA (e.g.,
Gold et al,, 1996; Gyrd-Hansen and Segaard, 1998; Van Hout, 1998).

Some of these debates or the lack of consensus on specific subjects may
originate from the fact that divergent views on economic evaluation prevail
among analysts. Weinstein et al. (1996) write that some of the disparities in the
methods that investigators employ ‘.reflect divergent views on key
methodological choices'. Whereas some authors prefer to see economic
evaluation as founded in traditional welfate economics, others follow a more
pragmatic 'decision-maker’s approach' (DMA). Although one might claim that
both approaches aitn at aiding policymakers in decision-making on health care
setvices, welfarists may try to base methodological recommendations on often
individualistic welfare economic models, whereas adherents of the decision-
maker’s approach base their recommendations on societal values and
pragmatic assumptons. Hutley (1998) insists that both lines of thought share
shortcomings as well.

Welfarists may criticize the DMA, claiming it has no theoretical framework, as
it is not embedded in standard welfare economic theory.' The foundation for
the methodological choices in the DMA can be viewed as 'maximizing health
effects from a given budget'. In addition, the economic foundations of the
welfarist approach to economic evaluation are not indisputable either. It may
be questioned whether many of the often individualistic, microeconomic
theoretical models for determining optimal solutions and recommendations,
with their underlying assumptions and specific viewpoints, are fully valid for
and instrumental to societal decision-making in the health care sector.

' See for instance Johannesson and Karlsson (1997) in their reply to the friction cost
method.
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In this chapter, we will discuss the decision-maket's approach and the
welfarist approach in societal economic evaluations of health care. While the
main focus will be on cost-effectiveness analysis, which here includes so-called
cost-utility analysis, economic evaluation will be discussed more broadly. It is
indicated how these different views may lead to disparities in methodological
recommendations. Some practical and theoretical viewpoints will be appraised
on their usefulness and consistency. Section 2.2 points out the main
differences between the decision-maket's and the welfarist approach, In
section 2.3 the divergent views these two approaches have on several
methodological issues in economic evaluation are discussed. Finally, section
2.4 gives a conclusion and discussion.

2.2 Competing views on economic evaluation

The general aim and rationale of CEA is to aid decision-making in health care,
with the goal of maximizing health benefits from a given budget, taking a
socletal perspective (Gold et al.,, 1996). Economic evaluation has come into
fashion because it can provide a rationale for choosing certain programs over
others, which is convenient when budget constraints do not enable
policymakers to implement ail possible health care interventions and
programs. Taking a societal perspective means that all costs and health effects
should be incotporated, regardless of who bears those costs or expetiences
the health effects. Although there may be a broad consensus on these general
outlines of CEA in partticular and economic evaluation in general, the
subsequent operationalisation of methods shows that different views on
economic evaluations may still be encountered. This has been recognized in
the literature. For example Drummond et al. (1997) consider three
hypothetical analysts with different views on economic evaluation. One
wishes to assess in an economic evaluation an individual's willingness to pay
(WTP) for certain programs, in order to compare these with the costs of a
program, performing a cost-benefit analysis®. Ultimately, this approach should
be consistent with standard welfare economics. The other analysts think of
economic evaluations as an (fmperfecs) atd to decision-making tegarding the
allocation of health care resources. For them willingness to pay is not
considered very helpful as it may reflect ability to pay. These latter analysts,
following a DMA, are more likely to take a societal perspective which leads
them to measure and value 'a wide range of costs and consequences and

* Sec also Hurley, 1998
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present them in a way that helps health care decision-makers form a better
judgement' (Drummond et al., page 18).

Although the above characterization of welfarism and DMA may be
somewhat exaggerated, the general differences outlined nevertheless seem to
prevail in many of the ongoing discussions on the methodology of CEA.
Some may claim that welfarism in contrast to the DMA can provide guidance
in methodological choices. For instance, Weinstein and Maaning (1997) state
that the DMA or extra-welfarism 'provides little guidance in controversies
about what should be counted in the C/E-ratio and how'. However, this view
may be questioned. Taking the aim of economic evaluations to be maximizing
the number of health effects with a given health care budget while considering
other resource changes in society, e.g. through indirect costs, is in itself a
frame for analysis and this pragmatic frame may also just as well provide
guidance in methodological choices. In addition, Weinstein and Manning
(1997} acknowledge that conclusions derived from certain welfare economic
models 'may be unsettling to many practitioners of CEA/, for instance because
cthical considerations overrule basic assumptions of welfare economics.

Welfarism

Let us first consider both lines of thought more carefully, Welfarists have tried
to embed economic evaluations into welfare economics. This should ensure
that from a welfare economics perspective optimal choices are made in the
allocation of health care funds. Also, investments in health care are considered
in a framework similar to that for other allocations of scatce resources. Culyer
(1991) describes this viewpoint as:

‘Oune approach in health econoniics, which has become the traditional one in economics as
a whote, is what Sen (1977a) calls ‘welfarist’ This is very nuuch in accord with liberal
political opinton and asserts that social welfare ... is a finction of only individual welfare
(or utifity) and judgenients abont the superiorily of one state of the world ... over another
are made frvespective of the won-utility aspects of each state. Moreover, the individnal
welfares (or nitlities) are a function only of goods and services consnmed’ (page 67).°

The economic models often used for embedding economic evaluations
theoretically in economic theory are often individualistic micro-economic
models. In drawing conclusions from these models for society as a whole, one

* Hutley (1998) writes: ‘“The welfare economic framework ... rests squarely on notions of
individual utility or preference as the foundation for analysis’.
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of the key assumptions underlying the aggregation of individual results is that
society's preference or utility is a perhaps weighted sum of individual's
preferences or utility. For instance Loomes and McKenzie (1989) write, in
response to Weinstein (1986):

Tmaplicit in Weinstein's approach ... seerss to be the view that the values fo be used in
social decision-making should be some aggregate of individual's values. But this is not
the only possible view: for exarmiple, the socio-political system may designate certain people
to make decisions on sociely's behalf, and the valnes these decision-makers nse may nol
be some aggregate of individual's vafues, but may reflect some other notion of what
represents society’s overall best interests. ' (page 94}

Also, strict application of welfarism makes it necessary to view QALYs as
utility measures. However, the practice of economic evaluation involves
interpersonal comparison and aggregation of these utilities in terms of
QALYsS, to be able to conclude on a societal level whether or not a program is
worthwhile. The question of whether such use of QALY is fully in line with
welfare economics is not easily answered (see section 2.3). A possible solution
that does not require the interpretation of QALY as utilities to be used for
aggregation and comparison is the use of contingent valuation, like WTP. This
implies performing cost-benefit analysis (CBA) in which health effects are
expressed in monetary terms. Pauly (1995) even argues that in general CBA is
more appropriate than CEA in the assessment of health care technologies.
While within CBA subsequent aggregation and comparison of results is
perhaps without problems, the fact that the results reflect ability to pay causes
many to be suspicious of the consequent allocation of health care resources,
especially since programs may yield health effects in specific socio-economic
groups in society. Also, there are setious concerns about the reliability and
consistency of WTP-answers (e.g., Pauly, 1995; Johannesson et al, 1996,
Krabbe et al, 1997). In addition, there is evidence that the monetary
willingniess to pay per QALY gained can vary depending on the distribution of
wealth and the size of risk-reduction (e.g. Jones-Lee, 1976; Viscusi, 1979; Pratt
and Zeckhauser, 1996). A mote pragmatic point perhaps in favour of non-
monetaty outcomes is that policymakers and clinicians may relate less to them
than to health outcome measutes such as QALYs.

A recent example of an attempt to embed cost-effectiveness analysis in
welfate economic theoty using a simple individualistic micro-economic utility
framework is given by Garber and Phelps (1997). One implication of the
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approach of Garber and Phelps is that individual optimality holds when 'at the
margin the wage rate is equal to the willingness to pay for an additional unit of
time...". This result implies a strict relationship between productive possibilities
and acquiring additional life-years, No explicit societal utility is derived from
the mere fact of being alive in the model, or the 'simple’ things that make life
valuable, like social contact. This type of 'optimality' may be unsettling, both
for DMA-adherents and probably most welfarists, since the WTP for less
productive time, e.g. of severely handicapped, is consequently low. This
demonstrates a gap between these models and real-life valuation of effects in
societal decision-making. From a societal perspective, ethical and perhaps also
efficiency considerations may lead to opposite conclusions, favoring the
health promotion of less fortunate and less productive persons in society.
Basing methodological conclusions on models like these should also be
performed with caution. It seems important to assess assumptions used in
welfare economic models in terms of their ability to reflect the values and
judgements endorsed by society or policymakers. In that respect it may be
more useful to use social welfare functions rather than individualistic models,
incotporating distributional considerations of wealth and health or utility (e.g.
Bleichrodt, 1997; Dolan, 1998)".

Extra-welfarism

The alternative view on CEA has been put forward by Culyer (1991) and
Williams (1993). Culyer calls the alternative view 'extra-welfaristm’' and
indicates that this view includes (or is able to include):

‘an important class of ‘extra’ welfare sources ... the non-goods characteristies of
individuals (ltke whether they are happy, ont of pain, free to choose, physically mobile,
honest). Exira-welfatism thus franscends tradifional welfare: it does not exclnde
individual welfares from the judgements about the social state, but it does supplement

* Note that such models do not fully fall within Culyec’s definition of welfarism, as
indicated above. Equity weights may imply that individual utitity may be *corrected’ or
weighted from a societal level. Classical utilitacianism which sets social welfare equal to the
sum of individual utilities is abandoned therefore. Also, one could also examine whether
other traditional welfare theoretic elements, such as the Pareto-criterion, or even the
‘potential Pareto-criterion’, may be violated in such models. Morcover, as pointed out by
Bleichrodt (1997) one needs an interpersonally comparable utility measure to determine
which groups or persons to give priority in allocation of health care resources. As discussed
in section 2.3 it is questionable whether QALY's may be interpreted as being such a
measure.
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themr with other aspects of individuals (including even the quality of the relationships
between individuals, groups and secial classes).

Thus extra-welfarism 'transcends traditional welfare', and does not merely
focus on individual utilities. More precisely, within extra-welfaristn one does
not necessarily have to translate all these aspects into utility-weights in order
to take them into consideration in the analysis. As Hurley (1998) notes, extra-
welfatism rejects 'the conceptual foundations of the neoclassical framework,
particularly the exclusive focus on utility-based notions of welfare.' Referring
to Culyer he continues by stating that this framework 'replaces utility with
health as the primary outcome of interest for evaluation”

Indeed, the extra-welfarist view is often interpreted as merely aiming to
'maximize health from a given budget'. Culyer (1989) provides arguments for
seeing health outcomes or QALY less as utilities and more as 'capabilities’
brought on by good health, When considering QALY as tepresenting health
capabilities rather than utlities and assigning an equal value to these capabifities
for all, one could conclude that maximization of these health outcomes or
‘health' in general is an appropriate goal in the health cate sector. Indeed, the
health care budget seems to be particularly aimed at providing individuals a
return to good health or to reduce suffering from bad health (while also
considering relevant resoutrce changes in other parts of society). The emphasis
on health rather than utility may be justified by considering the utility of those
suffering from disabilities and diseases. These individuals may perhaps live a
life of fulfillment involving a level of utility higher than that of some healthy
persons, but still they are entitled to health care in order to minimize their
health problems. This demonstrates that the aim of providing health care may
at best indirectly be utility maximization.

However, extra-welfarism should not be defined as focusing exclusively on
health. Culyer (1991) states that the emphasis on health 'is not in principle
exclusive, and it seems unlikely that any extra-welfarist would assign zero
weights to ... factors only remotely causally linked to health)! (page 96).
Therefore, non-health implications may also be incotporated in the analysis
and the weights attached to the capabilities of different persons or groups in
society may be differentiated for reasons of equity or efficiency. For instance,
health effects in elderly may be valued lower than those gained in children
(Williams, 1997). By using a broad notion of QALYs as a preference-based
health outcome measure that may be corrected for equity and efficiency
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considerations (see section 2.3), one might claim to try to gprimize the
production of health benefits from a given health care budget.

Besides more conceptual work like that of Culyer, the development of
practical methodological guidelines and insttuments for CEA has probably
influenced our thinking about CEA as well. The way the ficld has developed
may to some extent be a result of attitudes of for instance policymakers and
researchers from different fields towards certain methodological choices. For
instance, the way in which quality of life instruments have been constructed,
focusing on certain aspects of human life and explicitly or implicitly excluding
others, e.g., income changes, probably reflects an existing opinion on what
should be measured in terms of quality of life and what not. Moreover, a
preference for CEA and non-monetary measures of health effects may be
seen as reflecting an implicit rejection of monetarizing health effects by
policymakers and analysts.

What we shall call DMA is therefore a pragmatic common sense approach
taking as its theoretical framework the aim of optimizing (weighted) health
benefits from a given budget. Also, in this approach the evaluation is aimed
at ‘nforming decision-makers rather than presoribing what decision should be
made or providing a strict ranking of all possible health care interventions.
Decision-makers are provided with all relevant information including w»os-
health information and then have to make a decision by considering all
different aspects. Implicit in the DMA is the general notion that society
wishes to maximize a social welfare function. In this respect it is not different
from traditional welfare economics.” In theory, welfarism may be able to
incorporate all relevant information by assigning utility impacts to all relevant
changes related to a health care program and specifying a complete and
acceptable social welfare function.® However, adherents to the DMA may
have reservations concerning the possibility to incotporate all relevant
information, ecthical values and interactions present in society validly in a
formal societal welfare function. Also, DMA-adherents may feel bealth, for
instance captured in terms of QALYSs, to be a better maximand than afiity
with a given health care budget and considering other resource changes and

* There may, however, be differences in how this social welfare function is defined and
which elements should be included in it.

¢ Again note that this implies an important broadening of the concept of welfarism
compared to the definition of Culyer. For instance, it seems necessary to have
interpersonally comparable utilities, a complete set of societal valuations of individual
utilities, allowing possible violations of the (potential) Pareto-criterion et cetera,
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‘non-utility” equity considerations, such as considerations of equal access. The
manner by which all aspects are weighted and by which a decision is reached
is considered to be the task of a policymaker, and weighting by analysts should
be aimed at representing societal values’ and should be made explicit in any
economic evaluation, Society may have ‘higher goals' than putely following the
individual preferences, for example by promoting health care for mentally
handicapped or attaching more weight to future eftects than individuals do.
The inability to fully capture and weight all of these different aspects, their real
utility impact and their interactions in fully outlined and defined theoretical
terms and decision rules, does not lead to an inability to make decisions.
Rather, the policymaker will have to weight different aspects of a program,
aided by analysts.

Does it matter which side one takes?

Of course, given the differences in both approaches, one has to ask oneself
whether it makes much difference which view on CEA one takes. We feel that
different starting points may indeed lead to different methods of analysis and
to different conclusions. In the next section, some of these differences and
controversies are fucther discussed. Table 2.1 provides the reader with an
overview of some of the areas in which we feel that the difference in
viewpoint may lead or has led to differences in methodological choices.

¥ Hurley (1998) insists that °...as a society we have a responsibility to assess systematically
the effects of policies in an attempt to ensure that they contribute towards social objectives
in ways that reflect social values.’
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Table 2.1: Methodological issues in economiic evalualion using the welfarist or the decision-

wraker’s approach

Issue

Welfarist approach

Decision-maker’s
approach

Operationalisation of societal
perspective

Valnation of bealth effects

Vatuation of

time/ produtclivity costs
Valuation of informal care
Discounting costs

Disconnting health effects

Equity considerations

Weighting other consequences

(Weighted) aggregation
of individual preferences
in social welfate
function

Monetarisation (WTP or
a statistical value of 2
life) or

QALY as utilities

WTP for time gains/
Human capital method

WTP or wage rate
{(shadow price)

Long term interest rate

Average of individual
time preferences for
health

Equity-efficiency trade-
off is possible, but is a
divergence from
unweighted individual
utility as maximand

Possible, but difficult to
translate into utility or
'overruling' individual

utility

Societal preferences
based on an implicit
social welfare function

In principle natural units
or QALY's (tess specific
interpretation)

Human capital method/
Friction costs method

Shadow price or

QALY?

Long term interest rate
Societal/governmental
time preference for

heaith

May be explicated and
weighted separately

May be explicated and
weighted separately
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2.3 Differences in methodology and viewpoint: some examples

QOALYs

A first difference between welfarism and the DMA is their view on QALYs.
Within the DMA QALYs may be interpreted as an imperfect, yet quite
appropriate tool to operationalize health effects. These health benefits are
what ultimately should be maximized from a societal petspective using the
health care budget, while minding positive and adverse effects on other
sectors in society and equity consideratons. Culyer (1989) suggests an
alternative way to interpret QALYs instead of as utilities. He feels that when
using QALY's we should focus more on capabilities that good health brings us
rather than on utility, 2 move away from strict welfarism. Drawing from Sen
(1980) Culyer states that

‘the idea of ntility focuses too mnch on wiental and emsotional vesponses fo cormmodities
and characteristics of commodities and wot enongh on what they enable you 1o do’. ®

QALYs as a measure of capabilies brought on by good health then in
principle are a good thing to maximize with a health budget. As Broome
(1993) states:

'T am imipressed by a point made by Culyer that nsing OALYs does not commit one fo
a narrow - he calls it ‘welfarist’ - conception of good. QALY analysis assigns valwes fo
stales of health and Jeaves it open whether these values are determined by how people feel
when in these states, by their preferences about them, or perbaps by some objective
principles.!

However, some preference (or utility) indication or valuation is still needed to
see which health (or capability) gain is greater than another. How can we
otherwise choose between a program curing one petson of hearing difficulties
or one person of blindness? Only with some kind of cardinal ranking order is
it possible to come to 'the maximand which is a cardinal "utility" index of
health' (Culyer, 1991). The fact that we see one health gain as greater than the
other shows some societal or other preference or a normative judgement,

* One of the problems of focusing on these emotional responses is for instance adaptation
(e.g. Hurley, 1998).
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rather than anything else. The source of this preference does, however, not
necessarily have to be strict individual utility. In terms of Culyer: QALY may
indicate the extent of people's deprivation and health care may be used to
remove this.

If we look at the use and interpretation of QALYs within CEA, the attempt to
fully embed CEA in welfare economics seems heroic and at this point far
from accomplished. The interpretation of QALY as utilities, needed to firmly
embed CEA in welfare economics, is not indisputable if we consider how
QALYs are used in CEA, ie not only comparing the valuation of health
states for one person, but comparing Interpersonally and aggregating QALYSs.
The comparability of utility between persons or groups of persons is
problematic, yet for societal decision-making unavoidable. One might
differentiate between different types of utility comparison (Sen, 1977b). As
indicated by Bleichrodt (1997), when comparing and aggregating QALYSs and
weighting QALYs/utilities for considerations of equity, one needs to assume
cardinal full comparability. Many economists, however, may consider full
mnterpersonal utility comparison off limits. People tnay rank their own
prefetences, but since the underlying amount of absolute utility is unavailable,
comparing these rankings cardinally between persons seems inappropriate.
Although rescaling preferences between 0 and 1 will lead to comparable
rankings, obvtously this does not necessarily relate to absolute amounts of

utility.

Utility measurement for individuals is often based on the theoty of expected
utility by Von Neumann and Morgenstern (1944). Von Neumann and
Morgenstern themselves use utilities in their book as means for exchange and
comparison, which might tempt one to extrapolate this possibility of
interpersonal compatison to QALYs. However, Von Neumann and
Morgenstern in several places in their book assure that they assume a
monetary notion of utility ('a quantitative and even monetaty notion of
utitity’), facilitaing comparisons and exchange (‘substitutable and
unrestrictedly transferable between the various players"). Such restrictive
assumptions do not apply for QALYs, since these are not interpersonally
comparable units in themselves, as the underlying absolute level of utility is
unknown. Indeed, Culyer (1989) is correct to assert that an optimistic arthritic
may obtain a higher utility level than a healthy Calvinist convinced he is not
among the chosen. Rescaling utility into numbers between zero and one hides
the absolute levels. Interpersonal comparison and aggregation of QALY can
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therefore not be based solely on the work of Von Neumann and
Morgenstern. Interestingly, the monetary notion of utility used by Von
Neumann and Morgenstern seems more related to contingent valuation such
as willingness to pay and the use of CBA rather than to QALYs and CEA.

The use of two fixed endpoints (death is 0, perfect health is 1) is sometimes
indicated as being a rationale for comparing between persons. If one asswmses
that utility is equal for all persons then one may compare the values given by
different persons between these two extremes (disregarding states worse than
death). One may also interpret this as meaning that the value of health is equal
for all in a DMA-like approach. Torrance (1986) for instance indicates that:

The central basis for this method is that the difference in niility between being dead and
being healthy is set equal across people. In this way, the method is egalitarian within the
health domain; that is, each individual's health is connted equally’.

By in principle attaching equal values to similar health changes across persons
or groups, one may add, compare and average scores.” Although this
procedure of assigning an equal value (in terms of utility) to every person ay
be considered an ethical way of dealing with health, it effectively constitutes a
divergence from welfare economics. Interpersonal differences in the absofute
amount of utility are ignored. Therefore, not real individual udlity is the basis
of the analysis, but rather a normatively attached value of health, i.e. one equal
for all persons. This may be considered inconsistent with for instance the
model of Garber and Phelps (1997) since productive possibilities and income
now may not determine the value of the QALY which is set equal for
everyone. Since it cannot be denied that certain persons or groups in society
or even in a certain health program may have higher utility levels than others,
utility maximization is abandoned. In addition, both interpersonal differences
within 'the health domain' and societal preferences of improving one person’s
health over that of another person are not considered in such an approach.

The difficulties in interpersonal comparison of QALYs by no means
diminishes the value of investigating individual trade-offs concerning health,
for example with standard gamble techniques. Still, it is most useful, not in the
least for policymakers, to see how individuals come to decisions on health
state changes and to find good approximations of individual's preferences for

? See Williams (1993) for a discussion on using average scores
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health. It is the direct comparison of outcomes between persons and groups
that should be considered with caution and we should especially be careful
about how we interpret and present the results. At this point, the concept of
QALYs and therewith the concept of cost-effectiveness analysis may better be
categorized as an impetfect measure of health related quality of life, especially
in the context of societal decision-making, but may be conveniently used as an
aid to decision-making. This health outcome may very well indicate the 'heaith
possibiliies' for reaching the optimal amount of utilities, but should not be
mistaken for cardinal, interpersonally comparable utilities.

In shott, at this point completely embedding QALY as utilities and therefote
CEA in welfare economic theory seems impossible for programs in which
interpersonal utility compartisons are necessary. This makes the criticism that
the DMA is not fully embedded in welfare economic theory rather pointless.
Curtently, there appeats to be no complete economic foundation of cost-
effectiveness analysis that is applicable to the practical use of CEA.

Egnity

Society and policymakers may incorporate equity concerns in decisions on the
allocation of health care resources. One consequence in many western
European countries is the existence of public health insurance, funded by
obligatory contributions which are at least partly based on income. This
should ensure equal access to basic health care for all members of a particular
country. Within the health care system, the distribution of health benefits or
health care is mostly related to the need of a patient and not to ability to pay.
Indeed, as ability to pay therefore is often rejected as a method of distributing
health cate, the use of theoretical models in which an individual trades off
health and wealth may be considered less appropriate to reflect real societal
decision-making.

Van Doorslaer et al. (1993) have investigated policy statements of several
countries on the subject of equitable finance and delivery of heaith care. Most
statements indicate that the financing of the health care sector should be on
the basis of ability to pay and should be unrelated to use of health care
setvices. For instance, for Denmark Van Doorslaer and colleagues quote:

Eixpenses are to be fitianced in the same way as expenses for other public services are
Jinanced, that is by means of taxes and duties which are adjusted to each individual’s
abifity 1o pay.’
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The delivery of health care services should be based on need and access to the
health care services should be ensured for all. Van Doorslaer et al. quote the
policy statement of the United Kingdom:

The governnent ... wanis fo ensuire that in the fuinre every man, woman and chitd can
rely on getting ... the besi medical and other facilities avatlable; that their getting them
shall not depend on whether they can pay for thewr or any other facior irrelevant fo real
need.’

These considerations clearly indicate the importance of equity considerations
in the allocation of health care services and the financing of those services.
They also suggest that modeling of individually optimal solutions, in which
the individual has to pay for his or her own consumption (trading off health
and wealth), is not in line with these policy statements, nor with the health
care systems as implemented in many countries, On a societal level a trade-off
between health (care) and wealth must also be made, although this trade-off is
not directly related to individual income. The result of this trade-off may be
seen as captured in the health care budget, which is supplemented in decision-
making from a societal perspective with information on other resource
changes and budgets.

Also, in economic terms, distributing health care based on need implies that
the initial distribution of wealth does not determine the distribution of health
cate and the latter is therefore implicitly rejected as a way of distributing
health care goods. Of course, this is a fundameatal difference from the
Pareto-viewpoint, in which the initial distribution of wealth is not normatively
appraised. Also, the redistributive aspects of taking money from the rich and
healthy and giving health care to the poor and unhealthy may be interpreted as
a violation of the Pareto-criterion, because the rich and healthy may be worse
off because of this redistribution.

The strong conviction that health care should be distributed according to
nieed has led to much discussion in the Netherdands on the subject of waiting
lists. It can be argued that priority care for specific groups {employees) will
lead to a reduction in waiting time for all patients when waiting time is
reduced by extending normal capacity, If the costs of increasing effective
health care capacity are paid by employers who benefit from reduced
production losses, such a solution may be considered both efficient and
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equitable, using the Pareto-criterion and the justice theory of Rawls (1971)
(Brouwer and Schut, 1998). However, as this solution disctiminates within the
health care system on other grounds than medical need, it has been
considered unacceptable and inequitable by policymakers and many social
parties in the Netherlands, despite the possible reduction in waiting time fot
all. This further demonstrates the strong influence of ethics in medical policy
and decision-making and how it may overrule efficiency gains.

The trade-off between equity and efficiency in health care is important, both
on an aggregated level (e.g,, Van Doorslaer et al,, 1997) and for specific health
care programs, for example for cervical cancer screening diminishing socio-
economic health differences ([Koopmanschap et al,, 1990). Both welfarism and
the decision-maker's approach have difficulties in fully incorporating equity
considerations explicitly. Hurley (1998} even considers both welfarism and
extra-welfarism to have a 'rather limited scope for accomodating equity
concerns in the analysis." One may feel that the scope for considering equity is
even more limited in welfatism in which the Pareto-criterion and the initial
distribution of wealth tnay be viewed as restricting the possibilities for
redistributing health effects considerably (e.g. Rice, 1998). Also within
welfaristn, where the emphasis is on utility, it is again necessaty to compare
utility between persons and groups in order to assess which group should
receive more (or less) weight (Bleichrodt, 1997). Moreover, if the weighting-
process is not reflecting individual utility including altruistic preferences, some
may consider weighting health effects as having no foundation in welfare
economics {Johannesson, 1999).

If willingness to pay is used to value health effects, health care programs for
people with higher socio-economic status would show higher benefits, ceteris
partbus. In the case of mortality prevention, using a monetary value of a life
saved may be considered equity neutral using an average value for all citizens,
but this can hardly be reconciled with utlity maximization principles
undetlying welfarism. A differentiation of the value by participation in paid
work (of income) or by utility level again may have adverse equity
implications. The US Panel on Cost-Effectiveness also encountered the
difficulties of incorporating equity implications in an evaluation from working
with welfarist models and principles. Weinstein and Manning (1997) for
instance mention some areas of discussion within the US Panel and state:
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"In each of these cases, there were equity iniplications of the economic welfare view that
they were nnwilling to accept.’

Weighting results, i.c. health effects, for different persons or groups is
sometimes advocated as a means to incorporate equity considerations into the
analysis. An important example hereof is the fair innings principle used by
Williams (e.g. 1997), but others have also investigated the equity weights one
might attach to health gains in different groups and persons (e.g. Johannesson
and Gerdtham, 1996; Dolan, 1998).

In the recent discussion in the Jowrnal of Health Liconomics between Dolan
(1999) and Johannesson {(1999) again a strict welfarist approach to societal
decision-making versus a broader opinion about the nature of concepts of
fairness and how these may ‘shape the social welfare function’ is encountered.
Johannesson essentially takes a classical utilitatrian social welfarist viewpoint,
i.e., that social welfare is 2 sum of individual welfare, The additional element
compared with the definition of welfarisn provided by Culyer is that
individuals are now allowed to be affected by the utility of others. On the
other hand, Dolan asserts: ... I hypothesise that people may have preferences
(for example, about social justice or fairness) that are extrinsic to individual
uiility.” By claiming that fairness may be something more than merely being
affected by the utility levels of others in society, or extriusic to individual utility
as mentioned by Dolan, we move beyond strict welfarism. Moreover,
following an approach such as that of Johannesson, one might feel to be
dealing only with efficiency.'” Although one may therefore agree with
Johannesson that Dolan’s approach of determining equity weights for gained
QALYs has no theoretical foundation in welfare economics, this may sooner
be the direct result of the narrow definition of social welfare used within strict
welfare economics than anything else.

In the social welfare function there may be different ways of assigning weights
to QALY gained in different groups in society or to their relative opportunity
of gaining QALYs (see for instance Bleichrodt, 1997). It may, however, in
both views prove difficult to make all relevant weights and considerations
explicit. The equity weights may differ per program, as these may be aimed at
different groups in society. Furthermore, it involves not only distribution of
health effects within one program, but also over different programs. In that

M Dolan (1999) points out that ‘altcuism is an efficiency consideration’
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context, besides age @ prioré quality adjusted life expectancy of recipients of
health effects from a certain program may influence equity weights as well
(Waugh and Scott, 1998; Brouwer and Van Hout, 1998). Obviously, these
different rationales for adjustments may interact and therefore it may prove
difficult to formulate one strict decision rule. As earlier mentioned, not ail
equity concerns may be captured easily in utility terms or have a focus on
utiity. If the health care sector is aiming at producing bea/th rather than utility,
relevant equity considerations may also focus on health rather than on utility.
Moreover, some equity principles may prove to be irreconcilable with the
Pareto-criterion. In this respect the DMA provide analysts with more freedom
to incorporate societal equity considerations in the analysis and societal
preferences for health gains in certain groups that cannot be traced back to
altruism.

Time costs and productivity costs

There has been a lot of debate concerning time costs and productivity costs
related to absence from paid work in economic evaluations of health care. An
interesting discussion in the current context is that between advocates of the
human capital approach and those of the friction cost method. The former is
sometimes praised for being consistent with neo-classical economic theory
(e.g., Johannesson and Katlsson, 1997; Liljas, 1998). The latter however is
seen as reflecting real world possibilities for réplacing ill and disabled persons
(e.g. Koopmanschap et al.,, 1995; Koopmanschap et al,, 1997), Welfarists may
consider the human capital approach as being superior for its foundation in
welfare economics, but adherents to a more DMA-like approach may consider
the standard neo-classical models as being inappropriate to reflect economic
reality, especially from a societal perspective.

The US Panel on Cost-Effectiveness in Health and Medicine (Gold et al,
1996) also discussed this issue and advocated a new approach to incorpotate
productivity costs in an economic evaluation, incotporating productivity
losses through income changes in terms of health benefits rather than in terms
of costs. Although the US Panel begins by advocating a broad societal
perspective in which CEA is an aid to decision-making rather than a full
prescription for social choice (Weinstein and Manning, 1997), a view quite in
line with the DMA, a quite testrictive individualistic welfare economic model,
e that of Garber and Phelps (1997), is used as a justification for their
recommendation on productivity costs (Gold et al,, 1996). Therefote, the
societal DMA is not followed consistently, but is sometimes substituted by
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individualistic welfarism, which may lead to conclusions that are difficult to
reconcile with the general DMA perspective on CEA. Garber and Phelps
show that in their model incorporation of production losses (which are
equivalent to income changes) as either effects or costs will lead to consistent
results. The US Panel subsequently recommends production losses to be
measured in terms of QALYs, through consideration of income by
respondents. T'o express productivity costs in monetary terms seems to be
viewed by the US Panel as a movement towards CBA (Gold et al.,, 1996, page
182), and since income depends partially on health income changes may be
seen as health effects.

The US Panel’s rejection of a monetaty incorporation of production losses
sometimes seems related to the question of whether productivity costs express
the value of life. In relation to mortality costs for instance, the Panel uses the
term ‘monetaty value of life’ when discussing the calculation of time costs
related to mortality. Although the Panel rejects capturing these costs in
monetary terms the terminology used is somewhat confusing. This confusion
might be brought on by simple individualistic utility models, such as the one
used by Gatber and Phelps, in which the distinction between the salve of
productivity and the ralwe of fife is thin or even nonexistent. However,
productivity costs due to morbidity or mortality are not necessarily equal to
the value of life, but merely to the value of the production lost. Life has an
intrinsic value (perhaps even more so on a societal level) which goes far
beyond any productive capacity. Also, double-counting of productivity costs,
as cautioned by the US Panel, will not occur when productivity costs are
calculated in monetary terms and health states are assessed without
consideration of income (e.g., Brouwer et al, 1997a; Brouwer et al,, 1998).
Savings in terms of reduced productivity costs may have equity implications
for the results of an analysis. Inclusion of production losses and gains in
economic evaluation may favour health care programs directed at employed
persons ovet those affecting unemployed persons, since an equal reduction of
illness will save more productivity costs in the former group. This situation
could be easily avoided by excluding productivity costs from economic
evaluations. Flowever, this would ignore the fact that production losses
influence the scarcity of resources and hence decrease the wealth of society.
To give a full picture of indirect costs one should also value lost production
related to unpaid work, diminishing adverse equity consequences.
Furthermore, it would be advisable to report direct and productivity costs
separately and to show the possible equity implications of including indirect
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costs. It is the responsibility of decision-makers to decide on the relative
weight that they want to attach to the equity considerations, separate from the
relative efficiency of interventions.

Informal care

For many chronic and lethal diseases the role of informal care is substantial
and probably growing, as a consequence of the aging population, Economists
agree on the fact that if informal care is a non negligible part of a specific
health care program, it should be incorporated into economic evaluation as it
involves the use of scarce resources. Regarding the valuation of informal care
health economists are often somewhat vague. However, it appears that
welfarists prefer to value informal care monetarily, using individual estimates
of the opportunity costs of time (paid work, unpaid work and leisure). Mostly,
this is approximated by the wage rate, assuming that the labour matket is
capable of equalizing the marginal value of a unit of leisure time or unpaid
work and the market wage rate. If informal caregivers do not have paid wotk,
a general age and sex specific wage rate is often used as an approximation,

Following the DMA, some analysts would simply present the amount of
informal care, without a valuation, whereas others would use the actual wage
rate, a reservation wage rate for those currently not working or the market
wage for household work in case of unpaid work. A third possibility is
suggested by Brouwer et al. (1999). They propose to value informal cate not
only monetarily. In valuing the time input they suggest the friction cost
method for paid work and a market price for household setvices as a shadow
price for unpaid work. The positive or negative process utility related to the
caregiving process as such should be valued by quality of life measurement.
Quality of life of informal caregivers should be a separate result in economic
evaluation, not to be summed simply with patients’ quality of life. For leisure
time sacrificed Brouwer et al. do not advocate a monetary value, since the end
of leisure time is not production but enjoying the pleasant things in life.
Hence, they propose to value lost/gained leisure time of informal caregivers
in terms of quality of kife. In this way, also intangible effects like fatigue and
distress from seeing one’s partner suffer may be captured in terms of quality
of life. Of course, following such a proposition again makes the result of a
CEA more extensive than a simple C/E-ratio, as it is not without difficulties
(if at all feasible) to combine both informal caregiver’s and patient’s quality of
life. On the other hand, taking a societal viewpoint in economic evaluation
does encompass considering all costs and health effects regardless of who
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bears these costs or who experiences those health effects. To confine this
broad definition to patients only may be considered inappropriate.

Disconnting

Most economists seem to agree that future costs related to a health care
program should be aggregated over time using a discount rate which reflects
the average return on relatively low risk investments such as long term
government bonds (Drummond et al. 1997). Regarding time preference for
health effects the views are more divergent. Some welfarists feel that
individualistic preferences for current versus future health should be the basis
for discounting effects. The available research on elicited time preference
shows a wide vatiation in discount rates, but in general these rates turn out to
be quite high: for example 19-24% per year according to Cairns (1994). Using
these time preferences in economic evaluation would imply that health care
programs that have some delay in producing health effects turn out to be
quite nnfavourable. This effect may be somewhat less when using a hyperbolic
discount function, discounting the near future more than the far future (e.g,
Caitns and Van der Pol, 1997).

Within DMA, analysts tend more towards a discount rate for health effects set
by the decision-maker, reflecting societal time preference for health effects,
probably correcting for myopic individual attitudes in a somewhat
paternalistic way ([<rahn and Gafni, 1993). Many analysts seem to choose fot
a 5% discount rate (equal to costs), because they are convinced by the
Weinstein and Stason (1977) argument that a lower discount rate for health
effects would lead to implausible results'’. Some may be convinced by Keeler
and Cretin (1983) that using different discount rates for costs and effects leads
to infinite postponing of programs.'” However, one may question whether
this mathematically correct doom-scenario is relevant in the policy context of
fixed health care budgets which have to be assigned to different programs
cach year. As an unfortunate consequence, analysts do not feel the need to
underpin the choice for a specific discount rate for health effects. However,
we expect that debate on this issue will continue in the nearby (undiscounted!)
future.

If and how costs and health effects which accrue to the next peneration
should be discounted is a related issue. It may be the case that our concerns

" For a discussion on the validity of this acgument see van Hout, 1998
" See also chapter 9
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for the health of our children and grandchildren ate not adequately reflected
by standard discounting. Notwithstanding this, Johannesson and Johansson
(1996) ask people to elicit individual time preferences regarding health for
future generations. Using binary choices between saving lives in the curtent
generation versus saving lives in future generations, they estimate an annual
discount rate of 25% for a 20 year horizon, 12% for a 50 year horizon and 8%
for a 100 year horizon. Gyrd Hansen and Segaard (1998) have recently tried
to reconcile the individual and the societal viewpoint in discounting,
proposing a two-stage discount model, as previously discussed by Libscomb
(1989). Gyrd Hansen and Segaard propose a measure of social interpersonal
time preference and individual time preference for discounting changes in life
expectancy; the social intertemporal time preference is then used for
discounting the health benefits from the moment of risk reduction to present
time, while the individual time preference is used from the start of treatment
for all years in which health effects ate gained. This combination may also be
considered related to the view that individuals may have a discount rate that
they ‘use’ in their private sphere, while they want policymakers to use another
discount rate for the decisions in the societal domain.

Here, again the general view on CEA may determine in which direction a
solution to the problem is sought. Where welfarists may strive to improve the
determination of the discount functions in individualistic behaviour, DMA-
adherents may leave the choice up to decision-makers or try to find some
more normative decision rules reflecting society's time preference or which
may be endorsed by society (but may be ‘paternalistically’ divergent from
individual discount behaviout). In the end, decision-makers have to decide
between different opinions on this matter and on equity between generations.

2.4 Discussion, conclusion and recommendation

After having discussed some differences in methodological choices between
welfarism and the DMA, in this secton we want to address some related
questions and provide some conclusions and recommendations.

Multi- or monodisciplinary research?

Should economic evaluation be a task predominantly for health economists or
preferably carried out by a multidisciplinary research team? In strict welfarist
research one may feel that economists have a rather dominant position in
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research, leaving only restricted room for psychologists and physicians in
describing health effects. In the DMA the health economist may be seen to
inherently receive a more modest position. Health effects are not monetarised
or scen as strict utility and input from other scientific fields in assessing these
health effects are indispensable. For instance the burden of informal care can
be modeled taking non-economic and non-utility arguments into account.
Consequently, economic evaluation may get a somewhat multicriteria analysis-
like character, becanse not all important aspects of health care programs can
be fitted into a C/E-ratio,

The rofe of the decision-nmaker

It may be argued that DMA puts the decision-maker in a more difficult
position, as one does not dispose of a clear-cut net benefit figure as in CBA or
a simple CE-ratio involving utilides in CEA. However, one could argue that
providing the decision-maker with a systematic overview of societal costs,
health effects, together with equity implications, quality of life of informal care
and other important considerations, would provide the decision-maker with
the opportunity to give explicit weights to the relevant criteria. This may
enhance the transpatency of the decision-making process. It should be
admitted that this requires the decision-maker to have better insight in the
strengths and weaknesses of economic evaluation, its inherent normative
value judgements and the limitations of its use. In our opinion this approach
has the advantage that the primary responsibility for health care decision-
making is put where it belongs: in the political arena, with a minimum of value
judgements (if so then explicitly mentioned) made by the researchers
themselves.

Conclusions and reconmiendations

First of all, perhaps we should acknowledge that welfarists and DMA-
adherents have different aims with CEA. Whereas adherents of the DMA
want to make the process of decision-making in the health care sector more
uniform and rational, without focusing on strict compliance with welfare
economics, welfarists may consider the latter to be more important. This
implies a difference in focus and, in the end, 2 choice between either side
probably depends on the purpose of the researcher. We do feel that for
practical purposes at this point the DMA may be more approptiate, because
no full applicable welfare economic framework for decision-making exists and
because the goal of policymakers in health care may be inhetently different
from maximizing utility.
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Secondly, depending on the general viewpoint taken on CEA, different
methodologicat choices will prevail. It is good to keep this in mind and where
possible try to specify the viewpoint chosen. Welfarists may wish to
reconsider the validity of interpreting QALY as utilities in a setting of societal
decision-making. 1f CBA is chosen as the mode of analysis the monetarisation of
health benefits (through willingness to pay) has to be investigated for equity
implications. In general, it should be examined whether using a societal
perspective in economic evaluation can be reconciled (also in practice) with
the focus on (individual) wtility in welfarism and basing methodological
recommendations on individualistic models. Analysts following the DMA
should recognize that the tesults of CEA/CUA contain much more than a
cost effectiveness-ratio, and also may have the form of a multicriteria analysis.
If the aim is to take a societal perspective, this starting point should be
pursued in all aspects of the analysis, especially those concerning time and
productivity costs, quality of life and discounting, There should be closer co-
operationt between researchers and decision-makers, in order to outline the
reporting format of economic evaluations, paying attention to explicating the
value judgements underlying the results.

Finally, in this chapter we may have overstated the differences between the
welfarist view and the DMA in order to clarify our arguments. Of coutse, not
all differences in opinion are consequences of these divergent views on CEA.
In addition, the aim of both lines of thought may not be that different, but it
may be more a difference in the way in which matters are operationalized and
interpreted. However, we do hope that this overview of concepts used sheds
more light on the contents and origins of current controversies and disputes
between health economists involved in economic evaluation of health care. In
addition, we hope that this chapter contributes to constructive discussions on
some of the issues raised and may help to attain a more uniform methodology
in CEA, so that our choices in health care may be increasingly based on a
sound decision-making procedute and reasoning. As Sen (1995) writes

"While Aristotle agreed with Agathon that even God conld not change the past, he did
think that the future was onrs to make — by basing our choices on reasoning.'
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3. DPatient time in cost-cffectiveness analysis

Summary

The time invested by patients in treatment and rehabilitation shonld be valued in a cost-
effectiveness analysis. The U.S. Panel on Cosi-Liffectiveness in Health and Medicine gives
recommendations on incorporafion of time costs that lead lo a miistepresentation of the trie
societal costs. This chapter provides alfernative reconmendaiions for incorporating costs of
time in CEA. Following an opportunity cosis approach time is separated into three parts,
each with its own valnation wrethods: lime spent on patd work, unpaid work and leisure.

3.1 Introduction

Time is an important resource input in health care. Not only do doctors and
nurses spend time treating and caring for patients, but patients themselves
also invest a considerable amount of time in assessment, treatment and
rehabilitation. The time invested by patients can be seen as a direct cost
(Drummond et al,, 1995), but appears rather difficult to value. As yet there is
no clear consensus on one or the other method. The relevance of catefully
valuing this type of resource-use in cost-effectiveness analysis differs from
one study to anothet, since the amount of patient time spent ill, in treatment
and in rehabilitation wvary substantially across different diseases and
interventions.

The main question to be answered in this chapter, is how to value patients’
time from a societal petspective, when they fall ill, are being treated or are
recuperating, The opportunity cost method is often used to value time from
the patient’s perspective. In the recently published guidelines of the U.S. Panel
on Cost-Effectiveness in Health and Medicine (Gold et al,, 1996) attention is
paid to the problem of time costs of patients, The U.S. Panel has taken on the
difficult task of finding a way to value time of patients in a cost-effectiveness
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analysis. However, other recommendations for incorporating these time costs
in CEA may be put forward, as will be explained below.

In section 3.2 the relevance of the concept of patient time as input is
discussed. Then sections 3.3, 3.4 and 3.5 discuss patient time otherwise
invested in paid work, unpaid work and leisure respectively. Each of these
sections discusses the opinion of the U.S, Panel, presents our comments and
provides alternative suggestions for incorporation of patient time costs in a
cost-effectiveness analysis. Section 3.6 considers time of childten, eldetly and
disabled persons. Section 3.7 concludes this chapter.

3.2 Patient time as input from a societal perspective

Patient time is recognized by the Panel as a distinct resource in cost
effectiveness analysis. Patients must give up alternative uses of their time
because of treatment or just being ill. Although there is no direct
compensation for this time, it is not free in the economic sense of being
without value. The activity in which one would notmally have been engaged
during the time of illness and/or seeking, undergoing and recovering from
treatment is considered the best alternative use of time and the value of that
activity is equal to the opportunity cost.

The Panel makes a distinction between patient time that is invested in the
treatinent (time costs) and other time (morbidity costs) and suggests different
approaches for their valuation. The selected approach is dependent on
‘somewhat arbitrary’ (Gold et al,, 1996, page 182) decisions on what time can
still be seen as investment and what time cannot (for example, waiting for
treatment, rehabilitation, etc). Morbidity costs, the costs associated with the
time that is not invested in the treatment, like time spent ill or recuperating,
can be seen as indirect non-tnedical costs, or ‘productivity costs’, which the
Panel suggests as a new term for these costs, These costs are normally
estimated with the friction cost method or the human capital method. The
Panel defines these costs as the

“costs associated with lost or impaired abiltly fo work or to engage in leisnre activities due o
morbidity, such as time for recuperation and conpatescence (Gold et al., 1996, page
181).
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The Panel contends that these costs should be incorporated in the
denominator of the cost-effectiveness ratio. The main reason for this
recommendation is that respondents to questionnaires used in QALY
measurement will take into account lost earnings due to impaired ability to
work if these instruments used ‘are silent concerning the consideration of lost
income’ (Weinstein et al, 1996). The Panel makes an exception only for
instruments that explicitly exclude the consideration of lost income and
excludes these instruments from their ‘reference case analysis’. It is
questionable whether the recommendation of the Panel on this point will lead
to good estimations of productivity costs from a societal perspective (Brouwer
et al,, 1997a; Brouwer et al, 1997b; Weinstein et al,, 1997).

Since the main concerns about the recommendations related to morbidity
costs arc discussed in chapter 4 and 5, the focus in this chapter is on the
valuation of patient timne costs, the costs associated with time invested in the
treatment. However, it is stressed here, that the presented recommendations
on the incorporation of patient time may be used for all patient time in the
analysis, since it is irrelevant in our opinion whether the patient’s time is
invested in treatment. From the societal point of view it only matters what
would have been produced, or what pleasant activities a person would have
engaged in, if the illness could have been prevented, shottened or limited. The
resource involved is time of the patient, the value of which should be
determined regardless of how it is used in case of illness. How it would have
been spent otherwise (following an opportunity cost method) is the relevant
question here.

Time spent in treatment is valued differently from other time in the
recommendations of the Panel. We believe that it is useful and important to
value all time of patients in one uniform way, because it may be difficult to
disentangle treattnent and nontreatment time (e.g. in case if kidney dialysis,
where treatment becomes part of ‘normal’ life almost). In addition, some
types of treatment, such as chemotherapy or radiotherapy, may have
additional impact on quality of life. These effects on quality of life, although
perhaps temporary, may have a substantial impact on the patient and his or
her environment, and also on treatment compliance. The Panel argues that
these quality of life effects should be additionally measured in terms of quality
of life (Gold et al, 1996). Our aim is to provide one uniform set of
recommendations that guides the valuation of patient time. Quality of life
then is an integral part of the valuation of patient time.
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Definitions

Changes in time use will have two impacts. First, productivity costs may occur
due to reduced ability to perform paid or unpaid work. These productivity
costs may be defined as follows:

Productivity costs are costs associated with production loss and replacenent dne fo illness,
disability and death of productive persons, both paid and unpatd.

Besides productivity costs there may also be direct impacts on quality of life.
For instance, impaired role functioning or the lost ability to engage in leisure
activities may affect quality of life directly. These quality of life aspects of the
changed time use should also be incorporated into the analysis. Together with
productivity costs these costs are the total impact of changed time use. These
‘time costs’ may be defined as follows:

The patient’s ‘fime costs’ are equivalent to produciivity costs plus the impact of changes in
timge nse on health-related quality of flife, as a resulf of ifiness and disability.

3.3 Paid work

When considering a patient who is absent from a paid job, the wage rate is
seen as the relevant opportunity costs by the U.S. Panel. If the illness had not
occurred, the patient could and probably would have worked for a wage and
therefore the opportunity costs per hour are equal to the wage rate per hour.
Thus, the value of time is valued by multiplying the wage rate per hour (day)
with the relevant number of hours (or days). This is, in fact, similar to the
hurnan capital method, although after undergoing treatment the change in
income due to changed productivity is recommended to be incorporated in
terms of quality of life by the Panel, as mentioned. However, as critics of the
human capital method have indicated (e.g. Koopmanschap et al., 1996), this
valuation method may not hold from a societal viewpoint, because of the
possibility of replacement, Since cost-effectiveness anaiysis is to be
performed from a societal perspective all significant impacts should be
incorporated in the analysis. With respect to disability to work two patties are
especially important: the person failing ill and the petson replacing him or
het, here assumed to be a formetly unemployed person. The first will incur a
labor-income decrease, while the latter will incur an income increase. The
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Panel clearly states that the societal perspective ‘is the only perspective that
never counts as a gain what is really someone else’s loss’ (Gold et al., 1996,
page 7). Similarly, we should also not count as a loss the lost wage of the
patient, what Is really someone else’s gain, ie. the gained wage of the person
replacing the patient. For instance, if a patient is absent from a paid job to
receive intensive treatment and rehabilitates duting one year, it does not
necessarily mean that society incurs production losses during the total period
of one year. In most economies a person may be replaced after some time,
possibly by a formetly unemployed person. The costs for society in the case
of replacement after a certain period are the lost value added because of lost
productivity caused by absence of the patient and the replacement costs. The
production level may return to its original level after replacement, but the
selection and hiring processes take some time. During this fiiction period
society incurs productivity costs that are measured by the friction cost
method. The human capital method measures the potential rather than the
actual production losses. The outcomes using the friction cost method are
therefore lower than with tradiional human capital estimations
(Kooptanschap et al., 1995). This is illustrated in Table 3.1,

Cost c.::ategory Human capital method  Friction cost method
~ Absence from work 23.8 9.2

Disability 49.1 0.15

Mostality 8.0 0.15

Total indirect costs 80.9 (18%) 9.5 (2.1%)

Table 3.1: Indirect costs of disease in the Netherfands for 1988 i billions of Dutch guilders (as percentage
of NNI).
(Source: Koopmanschap, 1994)

Since the friction period starts from the incidence of absence from work, the
uniform treatment of all patient ime in cost-effectiveness analysis facilitates
the use of the fricion cost method, because there is no distinction between
time in treatment and other time. For a more fundamental discussion of the
fricion cost method we tefer to the recent discussion on this subject
(Koopmanschap et al, 1995; Johannesson and Karlsson, 1997,
Koopmanschap et al., 1997).

Above mentioned productivity costs are not the only impact from a societal
perspective. Not being able to perform a paid job anymore is also associated
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with a reduced quality of life because of impaired role functioning, The
reduction in quality of life due to the impaired abifify to function in society is
clearly health-related. This iwabifity of functioning in a paid job should
therefore be measured as reduced health-related quality of life of the patient
and be incorporated in the denominator of the cost-effectiveness ratio.

These arguments lead to the following two recommendations.

Recommendation 1: The time spent less on patd work by the patient can best be valwed
with the friction cost method. These are productivity costs.

Recommmendation 2: The reduced health-related quality of fife of patients due to impaired
ability fo function in sociely can best be measnred by means of a gewieral and validated

quality of life questionnaire.

3.4 Unpaid wotk

Many persons do not have a paid job, yet are engaged in productive activities
at home, like preparing meals and taking care of children. The U.S. Panel
recommends that

‘when a person is of working age but does not work for pay ... one option is fo Hse the
hourly wage rate of individnals with the sinsilar characteristies ... who do work for pay.’
(Gold et al., 1996, page 202)

The Panel contends that since the petson chooses to work at home rather
than for a wage, the wage rate is a lower bound estimate that ‘may be close
enough to the real opportunity costs of time’. The characteristics of the
patient are used to establish the wage rate that a similar person with a paid
job receives, and this wage rate is used as a proxy for the costs of lost home
production.

One objection to taking representative wages that one could have earned on
the labor market as a proxy for opportunity costs is the difficulty of capturing
monetarily the real opportunity costs of home production. The choice
between a paid job. or working at home (supposing there is such a choice in
case of considerable unemployment) is not merely a trade-off between the
value (in money) of the home-production and the wage one would earn as
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employee. The direct utility from caring fot one’s children, making one’s
home mote comfortable, etc. (process-utility), added to the value of the home
production itself {outcome-utility or product-utility) form the total gain from
working at home. The Panel acknowledges that ‘if someone enjoys helping
others or cating for children .. the wage rate used should be revised
appropriately’ {page 202). However, this process-utility from caring for one’s
children, etc., is not believed to be easily expressed in monetaty terms, and
therefore the appropriate revision of wage rates may prove to be extremely
difficult, if not impossible. Taking the unadjusted wage as proxy for the value
of the home production including this process utility may not be that close to
the real opportunity costs of time. Especially for people engaged in home-
production, who would earn very little in a paid job (for instance because of a
low educational level) it is not clear why caring for children should be valued
relatively low according to their potential wage rate, while for othets, who
may have greater opportunities in a paid job, this should be valued higher.

Furthermore, looking at outcome, it is hard to maintain that, for instance a
home-cooked meal prepared by a health economist is itself worth more than
that of a person with no education. Wages cannot always reflect one’s ability
to perform activities at home in a wvalid way. Taking the wage of a
professional housekeeper as an approximation of the value added of home
production as such seems the most appealing method to measure the value
added of a person engaged in home-production.

In sum, the outcome utility of home-production can best be valued equal to
the wage rate of a professional housekeeper. This monetary value of home-
production as such is, as mentioned, not the only quaatity lost when someone
can no longer engage in home-production anymore. The reduction in quality
of life from not being able to engage in these activities, the lost process-
utility, may be measured meaningfully in terms of quality of life, since it does
not necessarily correspond well with potential wage rates. This impact on the
quality of life of a patient may be seen as “home role-functioning” and thus
be treated like other forms of role functioning, ie. valuaton through quality
of life measurement. To some extent this decrease in quality of life is already
measured in quality of life questionnaires. For instance, EuroQol/FQ-5D
and SF 36 ask about the effect of illness on performing housework. This
implies that the approach of the Panel may lead to double-counting, when
additional quality of life measurement is required,
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Recommendation 3: The value of bome-production can best be estimated by taking the wage
rate of a professional honsekesper. These are prodctivity costs.

Reconmendation 4: The reduction in quality of ife from being less abie or unable to engage
in home production activities that comtribute positively to one’s quafity of life can best be
measnred in fernis of gualtly of fife.

3.5 Leisute time

Leisure time 1s a third major time use. The Panel states that the wage rate of a
person with similar characteristics wotking for a pay ‘generally does not
reflect the value of time for persons primarily engaged in leisure’. Therefore,

“for individuals not engaged in compensated employment wages nsed as proxies mnst be
adjusted to reflect the full opportunity cost of time. (Gold et al., 1996, page 210)

Similar approaches to that of the Panel can be found in transport appraisals,
where travel time must be valued (Smith and Wright, 1994). Also, from a
neo-classical viewpoint, the wage rate in some cases may be used as a proxy
for costs of forgone leisure time (Posnett and fan, 1996). It should be noted
that the Panel requests more research on how to implement this approach
rather than pointing out how to place a monetaty value on leisure time.

In our opinion, leisure time may best be treated as time in which one can do
the things that make life valuable: sporting, hobbies, socializing, etc. The loss
of leisure time can be captured most meaningfully by measuring the reduction
of quality of life from lost leisure time, now spent ill, in treatment or
recuperating. The lost ability to engage in leisure activities can be captured in
terms of health-related quality of life and thus be incorporated in the
denominator of the C/E ratio. Johannesson recently exptessed a similar
opinion {Johannesson, 1997). In this way, lost leisure time does not have to
be calculated in monetary terms, which obvicusly is not easily done.
Furthermore, FuroQol/EQ-5D and SF-36 explicitly ask about problems in
petforming leisure activities or social activities. To count the loss of leisure in
monetary terms in the numeratot as well may lead to a double count, which
should be avoided. However, in additional quality of life measurement, as
proposed by the Panel, it will be difficult to avoid these problems.
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Recommendation 5: Patients’ lost leisure tine can best be valued through quality of life and
bence shonld not be valued in nionetary ferms.

3.6 Time of children, elderly and disabled persons

The valuation of time of children, elderly and people that are unable to work
proves to be just as difficult as the valuation of leisure time. Since people in
these groups normally are not engaged in paid work, an (adjusted) wage rate
again is not easily found. The Panel encourages research on this subject and
provides some suggestions for monetary valuation of the time of these three
groups. The Panel argues that for teenagers it may be possible to
provisionally base ‘the wage rate on teens in the labor force and adjusting as
necessary for the selection bias of using observed market wages for teens not
in the labor force’ (Gold et al., 1996, page 202). The approach of the Panel is
atmed at attaching monetary values to all types of time use in order to capture
the full opportunity costs of time of children, elderly and people who ate
unable to work.

In our opinion, the time of children and people who ate permanently disabled
is difficult to capture in a monetary value, especially when wages should
provide a basis for valuaton. Time of the eldetly, who no longer work for a
pay, may be valued by a combination of valuation methods as described in
sections 3.4 and 3.5, since they may still be engaged in leisure and home
production.

Children’s time cannot be valued meaningfully based on their cutrent
productive activities, since they normally do not have a productive task in
developed societies. The provisional solution of the Panel to value time of
teenagers according to the wage rate of working teens may not be valid since
this approach does not capture the full opportunity costs of children’s time.
Such a method would imply that time of children would be worth close to
nothing in comparison to adults’ time. In our opinion, children’s time can
best be valued in terms of quality of life. The same holds for disabled
persons. When these persons are normally (and significantly) engaged in
unpaid work, this time might also be valued with the method as described in
section 3.4.
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A noteworthy aspect of children’s time is education, If a child has to undergo
treatment and has to postpone or even cancel his or her education, this may
limit his or her future productive capacities. This aspect is hard to capture in
quality of life measurement or to quantify monetarily, yet it may cause societal
costs and should in principle be incorporated in the analysis.

Recommendation 6: The time of the elderly who do not work for a pay can best be valed
throngh quality of life measuremient, except for fost omlpnt from home produciion, which
shoutd be valned as described in recommendation 3.

Recorsmendation 7: The time of children and those unable tfo work can best be valwed
throngh quality of life measnrement.

3.7 Discussion

A noteworthy aspect in this chapter is the separation of quality of life aspects
related to time from the costs related to time. Together these two parts
should measure the full impact of changes in time use. Because the
recommendations in this chapter aim at making quality of life measurement
and costs measurement complementary, it is necessary to carefully choose a
quality of life instrument that indeed fully captures the quality of life
implications of changes in the different types of time use, such as the
EuroQol/EQ-5D. In this way, one ensures the incorporation of the total
impact of changes in time use. For the operationalization of the cost-
measurement, the practical guide for using the friction cost method may be
useful (Koopmanschap and Rutten, 1996a).

A number of arcas remain open for future research. One important research
area is the process of replacement when someone engaged in home
production activities is unable to continue normal activities. When a person
engaged in home production activities is replaced by an unpaid person, such
as a family member, this person must invest time to perform these home-
production activities, causing opportunity costs such as lost leisure time.
Exactly how home production is continued when a homemaker falls ill and at
what costs should be investigated further.

Further research may also be aimed at finding or (further) constructing quality
of life questionnaires and costing principles to be used in cost-effectiveness
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analysis, that avoid double-counting and are sensitive enough to measure the
impact of changed time use. Finally, the effect on future productive capacities
of children who miss out on education due to illness and treatment should be
investigated furthet.
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4. Productivity costs measurement through quality of
life?

Summary

This chapter comments on the recently published guidelines of the U.S. Panel on Cost-
Effectiveness in Health and Medicine on incorporation of indirect non-medical costs, or
productivity costs, in economic evalnations of health care. Traditionally the human capital or
more recently the friction cost method is used to measure these costs. The Panel, however,
recommends fo incorporate productivity costs as health effects in the denominator of the
C/ E-ratio. This chapter argues that incorporation of productivity costs in cost-gffectiveness
analysis expressed as health effects is not correct. Only direct health related effects on quality
of life that cannot be meaningfully monetarized should be considered as health effects.
Furthermore, measnring productivity costs in ferms of quality of life may lad to
misrepresentation of these cosfs from a societal viewpoint, This misrepresentation occurs
becanse of the existence of social security systems and private insnrance compensating for
incomie reductions from disease. Furthermiore, the patient's viewpoint Is useful for quality of
life measnrement, but not for mieasuring productivity costs from a socielal perspective.
Finally, alternative recommendations are formulated for incorporating societal productivity
cos/s in economiic evaluations of health care.

4.1 Introduction

In recent years there has been much debate about if and how indirect non-
medical costs should be included in a cost-effectiveness analysis. The size of
these costs may be considerable and since they constitute a cost to society
they should be incorporated in an analysis taking the societal perspective,
Although the inclusion of these costs is debated, the consensus on
incorporating these costs seems to be growing. Canadian, French, German
and British guidelines are in favor of including the indirect non-medical costs,
as is the U.S. Panel in its recently published guidelines (Gold et al., 1996).
How to value the indirect non-medical costs is more difficult. Traditionally
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the human capital method was used in calculations, but more recently the
friction cost method (Koopmanschap et al., 1995) has gained attention and is
increasingly mentioned in guidelines as the proper method to use.

In this chapter first indirect non-medical costs are defined and described, after
which the human capital method is compared briefly with the friction cost
method. Then, in response to the recently published guidelines for economic
evaluations of health care interventions by the Panel on Cost Effectiveness in
Health and Medicine (Gold et al, 1996), the best way to incorporate
productivity costs into cost-effectiveness analysis is discussed. Productivity costs
1s recommended by the U.S. Panel as an alternative term for indirect non-
medical costs. We support this new term, which shows clearer what is
incorporated in these costs, although the term ‘costs of lost productivity’
would be less of a contradictio in terminis.

The important question in this chapter is how to measure productivity costs
from a societal point of view and how to incorporate these costs in cost-
cffectiveness analysis. Taking the societal viewpoint implies that all costs and
benefits relevant to society should be taken into account, regardless of who
bears those costs or who receives those benefits, in contrast to merely looking
at costs and benefits from the perspective of a single actor. The main focus in
this chapter will be on societal productivity costs in relation to paid labor,
since measuring and valuing productivity costs related to unpaid labor is a
different subject with very specific problems requiring special attention (see
chapter 3).

4.2 Productivity costs: definitions and measurement

First a proper definition of productivity costs should be formulated. The U.S.
Panel gives the following:

. costs associaled with lost or impaired ability fo work or lo engage in leisure activities dne
1o morbidity and lost economic productivity due to death.’ (Gold et al., 1996, page 181)

We propose another definition of productivity costs:

Costs associated with production loss and replacemsent costs due fo illness, disability and
death of produciive persons, borh paid and nupaid.
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Both definitions allow for productivity costs to occur while working, but
being less productive. This type of productivity costs is often not discussed,
but may be quite relevant for some diseases such as migraine (Van Roijen et
al., 1995a; Osterhaus et al,, 1992).

Both definitions of productivity costs suggest that when people’s productivity
is affected by morbidity or mortality, society may incur costs. If a paid
employee is ill and has to stay at home, his employer may experience a
production loss. The value of this production loss is a cost to society.
Replacement costs in case of longer absence spells (such as advertisement
costs, costs of selection and costs of training of a new employee) should be
seen as productivity costs as well.

The U.S. Panel includes the lost or impaired ability to engage in leisure
activities in their definition of productivity costs. We would like to argue that
these ‘costs’ affect quality of life and should be counted as health effects, and
should not be seen as productivity costs, since engaging in leisure is
consumption rather than production following the third person criterion as
introduced by Reid (1934) .

Traditionally, the human capital method was used for measuring productivity
costs. It is a rather simple and straightforward method in which lost
production is measured using gross income on the individual level. Regardless
of the length of the period of absence, the gross wage that a person would
have earned during absence, is taken as an approximation of lost production,
For example, if a person would suddenly die or become disabled at age 28
earning $50,000 a year at that moment, the human capital method counts his
w’age13 of $50,000 times the number of years that he would have worked if he
were still alive. Aggregation of these individual figures yields the productivity
costs at the national level.

The argument for using the wage rate to value lost production is based on the
neo-classical viewpoint that wage rates are the equivalent of the value of
marginal productivity. Thetefore, all earned income can be taken as the
monetary value of all production lost. This also holds for an analysis from a
societal point of view in the textbook situation under strict assumptions.

"* Sometimes a prediction of average wage (since wages tend to increase during ones career)
is used to make the lost income estimation more realistic .
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A major textbook assumption is that of full employment. If the
unemployment rate in an economy is higher than the frictional
unemployment, then it will often be possible to replace a person (after a
while). However, in a textbook analysis as described above replacement is
impossible and hence production losses continue until the retirement age. The
friction cost method, however, does allow for unemployment and other
realistic circumstances to exist in its productivity costs calculations as it
distinguishes between a friction period, in which productivity loss occurs, and
a further period where a sick worker has been replaced.

From a societal point of view only the value of production that is lost until the
return of the absentee or until someone replaces the absentee plus the
possible replacement costs may be counted as productivity costs. If, for
instance, a person becomes disabled and his employer finds replacement for
him after 6 months by hiring a qualified unemployed person, from a societal
point of view production then returns to its initial level and no additional
productivity costs after replacement are incurred. The only period that
productivity costs may occur is within the fiiction period, that is the period
between the absenteeism and replacement. Within this period replacement
costs are incurred and/or production losses are suffered. These friction costs
represent the only costs from a societal point of view. The lost income of the
disabled person is now being earned by the formerly unemployed person (if
the wage rates are comparable) and there is no lost production or lost income
from a societal viewpoint. From a societal point of view it makes no
difference whether person A earns nothing and B does or vice versa. If there
is a difference in the level of social benefits between person A (unemployed)
and B (disabled), then this difference can cause some medium term macro-
economic consequences which may be estimated through a macro-
econometric model (Koopmanschap et al,, 1995).

The friction cost method is to be preferred over the human cdpital method
since it allows for disequilibria in economies, such as unemployment. The
total indirect costs due to disease, disability and death for the Netherlands for
1988 with the human capital method was calculated at 80.9 billion guilders,
whereas the friction cost method estimated these costs at ‘only’ 9.5 billion
guilders (IKoopmanschap et al., 1995), implying a difference in results of more
than a factor 8. The importance of estimating the productivity costs
realistically is also demonstrated by the fact that indirect costs may constitute
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a large fraction of total costs e.g. in certain disease categoties, such as migraine
(Van Roijen et al, 1995b). Differences in unemployment rates between
countries may influence the outcome of the friction cost method. These
diffetences should be detected and presented and may possibly be corrected
for in international comparative studies, just as for differences in direct costs,
which are often considerable.

4.3 Recommendations of the U.S. Panel

In their recently published guidelines, the U.S. Panel also pays attention to the
proper way of calculating productivity costs. Although some of its
recommendations are very useful, the approach chosen by the U.S, Panel on
how to incorporate productivity costs in CEA (i.e. in terms of health effects)
is not correct in our opinion. In this section we will briefly discuss the
recommendations of the U.S. Panel and in the next section we will provide
out arguments for recommending a different approach.

The U.S. Panel recommends measuring most of the productivity costs
through quality of life measurement in the dewominator of the C/E ratio in
terms of health effects, combined with extra friction costs, which they only
seem to define as replacement costs, such as training costs and °... if substitute
labor is never quite as productive as the labor it replaces and the difference is
not fully captured by wage rates, then the discrepancy is a cost’ (Gold et al.,
1996, page 183).

These replacement costs are calculated in monetary terms and included in the
numerator of the C/E ratio,

On the heaith effect side, the Panel distinguishes between two different types
of impacts from reduced productivity: impaired role functioning and income
reduction. The first has always been included on the effect-side, but both the
human capital method and the friction cost method measure productivity
costs related to production loss or income reduction in monetary terms. This
implies that they should be incorporated fully in the costs of an intervention
(in the numerator of the C/E ratio), thus the U.S. Panel proposes a rather new
approach.
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The U.S. Panel states that a choice between inclusion of the productivity costs
in the numerator or the denominator should be made, because to count both
quality of life-effects of decreased productvity and all costs normally
measured with the friction cost or the human capital method would lead to a
form of double counting which obviously should be avoided. The Panel goes
on by stating its prefetence to include these costs in the denominator, in terms
of health related effects. An important consideration in the U.S. Panel’s
recommendation is that the loss of income is assumed to be incorporated by
the respondents in a quality of life measurement, when the instruments used
do not explicitly exclude the consideration of lost income. Thus, people ate
assumed to assess quality of life as compared with what used to be normal,
inchuding the change in quality of life that originates from incotne losses due
to being unable to work. Also, the 11.S. Panel feels that including productivity
costs expressed in terms of quality of life on the effect side, therefore in the
denominator of the C/E ratio, “...conforms more closely to the principle of
cost-effectiveness analysis - namely that ‘effects’ are included in a
nonmonetarized form in the denominator’ (Gold et al., 1996, page 181-182).

Quality of life of persons is believed to depend, in part, on role functioning, as
mentioned. Persons tend to indicate a higher quality of hfe when they can
function well in their social setting, in their job for instance. The U.S. Panel
recommends that impacts on role functioning should be measuted as health
related quality of life-effects in a cost-effectiveness analysis and thus be
incorporated in the dewominator.

The impact of an income reduction on quality of life will be included in the
denominator of the C/E ratio as well. This relationship between productivity,
income and quality of life implicitly assumed in the reasoning of the U.S.
Panel is presented in figure 4.1.

Productiviy 4| Income { 5 |Quality of life 4

Figure 4.1: The relationship between productivity, income and gualily of life.

Figure 4.1 shows that the relationship between productivity and quality of life
runs partially through the patient’s income., From this figure it becomes
obvious that a productivity reduction causing a decrease in income in turn will
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lead to a reduction of quality of life. The patients will base their estitnated
quality of life reduction on the loss of income rather than directly on the loss
of productivity. Therefore, the link between productivity and income becomes
crucial in the measurement of productivity costs as recommended by the
Panel.

4.4 Productivity costs incorporated in quality of life measurement: some
objections

The approach as recommended by the U.S, Panel does not lead to an accurate
estimation of the productivity costs from a societal point of view. First, we
will address the choice between numerator and denominator as the
appropriate place to capture productivity costs. Then, the way the patient will
value ‘his productivity costs’ in quality of life measurement, if asked to do so,
is discussed and finally, the question how these individual quality of life
measurements and costs as proposed by the U.S. Panel relate to the societal
productivity costs is discussed.

Numerator versus denoniinator

The U.S. Panel holds the opinion that including the productivity costs in
quality of life and thus in the denominator of the C/E ratio is acceptable,
since theoretically it does not matter whether one incorporates all relevant
impacts as costs or effects as long as all impacts are captured in the analysis
and double counting is avoided. However, if we look at the reason why cost-
effectiveness analysis has become such an important instrument, it is clear that
we should not incorporate quantities that can be valued monetatily into the
health effect-side of the analysis too easily.

It is obvious that the health effects became a part of the analyses performed
because of the consensus that not all effects may be valued in monetary terms,
thus making cost-benefit analysis difficult if not impossible. Things like pain,
disablement and poor health are not easily captured in monetary terms. Most
economists would agree that some things are better left unmonetarized, like
life as such. We support the opinion that health effects in the denominator of
the C/E ratio should exclusively incorporate changes in health status from the
perspective of the patient. Thus CEA implies the comparison of all relevant
costs with the unmonetarized direct health related effects on quality of life
they ‘buy’. Loss of income or other non-health related events may affect
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general wellbeing, but the objective of bealth related guality of life measurement
in economic evaluation of health care Is not to capture such effects on
wellbeing, Therefore, the opinion of the Panel, that productivity costs should
be included in the denominator, along with intrinsic health effects, is not
shared by us. The effect-side of the C/E-ratio should be for intrinsic health
effects only and income is not believed to be patt of health related quality of
life.

Also, practice of CEA cleatly shows that there seems to be consensus not to
include income in quality of life measurement. Generic quality of life
questionnaires like SF-36, NHP and FuroQol/EQ-5D avoid questions which
allude to effects on wellbeing related to changes in income. The Panel does
have a point when arguing that income losses way creep in when quality of life
valuations are assigned to (different levels of) disability, since such income
effects are not explicitly excluded. However, to what extent this effect is
measured remains unclear. The implicit exclusion of the influence of income
changes may suggest that this influence is small or may even not exist.
However, explicit exclusion of income-related effects would be preferable to
assure measuring only health related quality of life.

The next two sections are aimed at demonstrating that even if one would want
to measure productivity costs through quality of life measurement this will
lead to inconsistencies.

Productivity, income and quality of life change from the patient’s viewpoint

First, it is clear that a person estimating a change in income will compare
income before productivity decrease with income after productivity decrease.
What is measured in a quality of life measurement in relation to a decrease in
productivity is presented in figure 4.2
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Ability to function
in
a paid job

Possible change

Productivity income Possible quality of
decrease + social benefits life change

+ private insurance

Figure 4.2: Relutionship between productivity and quality of bfe patient.

It is rather obvious that in a quality of life measurement only the effect of
total income changes may creep in, while those total income changes may not
be related with productivity changes at all. This holds because the increase in
social benefits received may partially or totally compensate for the reduction
in labor income. This points to a very important role for the level of social
benefits in a country when estimating productivity costs this way. If income
influences the process of valuation of disability in terms of quality of life, its
influence will be highly dependent on social security systems.

From figure 4.2 it may be clear that the results of measurement may differ
between countries and even between persons, because of differences in the
level of social benefits between those countries or the level of private
insurance between persons. International and interpersonal comparisons of
cost-effectiveness analyses become much more difficult if we allow social
benefits and private insurance to influence the results. It would imply, that all
results would have to be reconsidered in the light of social security benefits
and private insurance benefits received by the respondents in the sample and
that the influence of those aspects would have to be made explicit.
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The relationship as presented in figure 4.2 makes the possibility to measure
productivity costs through quality of life in a reliable way rather questionable.
If we would consider reduced productivity at work it becomes even mote
obvious that the relationship between productivity loss and quality of life is
not that clear. In this case consequent productivity loss would generally not
induce an income change and will therefore not be picked up in quality of life
measurement at all.

Overall it may be concluded that productivity costs seen from the patient’s
perspective cannot be measured through quality of life measurement in a
reliable way. The latter should only capture the health related effect of not
being able to be as productive as before the incidence of illness.

Objections fromr a societal point of view

First of all, if we agtee that a reduction in income may lead to a reduction in
quality of life, then it is likely that an increase in income will lead to an
increase in quality of life’. The Panel clearly states that the societal
perspective ‘is the only perspective that never counts as a gain what is really
someone else’s loss’ (Gold et al., 1996, page 7). One might also say that we
should not count as a loss what is really someone else’s gain. In case of
replacement of sick wotkers, if one person endures an incotne reduction and
another person gains a similar amount as his income increases, it will be safe
to say that parct (or perhaps all) of the quality of life reduction of the first
person will be compensated for by a quality of life increase of the second
person. From a societal point of view this counter-effect (of someone gaining
income and therefore quality of life) should also be taken into consideration.
It is much like a zero-sam game, although we do admit that the increase in
quality of life does not necessatily have to equal the decrease in quality of life
due to income loss. To make the U.S, Panel approach methodologically
correct, it would be necessary to measure the gain in quality of life of the
person replacing the absentee. Effects of income changes on quality of life
should therefore be excluded from health related quality of life measurement.
Only the lost ability to work, the true intrinsic health-component, cannot be
transferred from the disabled to the person replacing him, since the latter was
already able to work. This ability to work or to function in society, ot in short
to tive life like one would want to, should be focused on in health related
quality of life.

" We would prefer the term “wellbeing’ in stead of quality of life in relation to income,
however, we follow the Panel’s terminology on this subject in order to avoid confusion.
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Secondly, focusing on income from the patient’s point of view rather than
considering the gains and losses to society leads to problems when
considering the time-span over which the reduction in income is incorporated
in cost-effectiveness analysis. From a societal perspective only production
losses that occur within the friction period should be consideted. However,
patieats will consider the time-span over which income losses are incutred
relevant to them as opposed to what is relevant to sodefy, thus making the
outcomnes of productivity costs measurement through quality of life even
more questionable,

4.5 Conclusions and recommendations

From a societal point of view it is important to analyze the actual production
losses due to illness, disability and death and the possible replacement costs,
In order to value those production losses it is necessary to calculate the lost
value added due to reduced productivity. If after a period of production
losses, production again increases to the original level because of recovery or
replacement of the sick person, direct productivity costs are no longer
incurred. The longer term economic consequences of higher social security
premiums, changed wage-productivity ratio’s et cetera may be accounted for
in a macro-econometric model. The production costs can therefore best be
calculated with the friction cost method (IKoopmanschap and Van Ineveld,
1992).

From a societal perspective it is necessary to avoid taking into account
individual losses compensated by similar gains for other individuals. However,
for impacts on health and the ability for role-functioning this is not the case.

Measurement of productivity costs through quality of life will not lead to valid
estimations of the real societal costs involved. Therefore in our opinion the
recommendations of the U.S. Panel on this subject should not be followed.

Finally, alternative recommendations are presented for including productivity
costs in cost-effectiveness analysis, that follow the arguments provided in this
chapter. First, productivity costs should be measured from a societal
viewpoint rather than an individual one. Only in case of pure health effects,
the individual and societal viewpoint lead to the same result. Second, reduced
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quality of life because of not being able to engage in work or leisute activities
should be counted as health effects rather than as productivity costs. The term
productivity costs suggests that these are costs, expressed in monetary terms
and not health-effects, expressed in nonmonetary terms. Third, costs of lost
productivity have to be calculated with methods taking into account the
scarcity of labor and the possibility of replacement, like the friction cost
method. Productivity costs should reflect the full costs of lost production
from a societal perspective, which cannot be captured in the quality of life
measure in the denominator of a C/E ratio as suggested by the Panel.
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5. Debate on the valuation of productivity costs

Surnmarty

This chapter presents somse of the debate Jolfowing onr response lo the recomimendations of the
US Panel on Cost-Effectiveness in Health and Medicine. In this chapter we primarily
concentrate on what Weinstein of al. (1997) call the ‘major disagreement’ between the
Erasmus group and the U.S. Panel, which concerns the meastirement of productivity fosses
during illness. In this chapter the consequiences for the individual, for the exiployer and for
the rest of sociely are considered and it is argued that when folfowing the Panel's propositions
Jor mcasuring these consequences major theoretical and practical difficnities are enconntered.
Also, this chapter will further discuss the eviticism of Liljas (1998) an the friction cost
niethod which is advocated as an alfernative for buman capital and QALY -estimations of
productivity costs.

5.1 Introduction

In chapters 3 and 4 our recommendations for estimating productivity and
patient time costs within economic evaluations of health care were discussed.
These recommendations have been criticized, especially the recommendation
on using the friction cost method for estimating productivity costs. Weinstein
et al. (1997) responded on behalf of the US Panel for Cost-Effectiveness in
Health and Medicine to chapter 4, claiming that following our approach
would lead to omissions and double-counting of televant costs. We would
omit costs related to changes in leisure time by individuals who are ill and by
individuals who ate recruited out of the unemployed labor pool. The
individual whose health is affected would not be included as a full member of
saciety in our approach and the effects on consumption of others in society
would be neglected.
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Liljas (1998) also criticizes the friction cost method, but not entirely for the
same reason as Weinstein et al. (1997). Liljas argues that the human capital
method is the best available method for estimating productivity losses due to
illness from a societal perspective. However, as explained below, using the
human capital method is not recominendable, especially for longer absence
spells. The human capital method serves well to represent ideal individualistic
behaviour, but is not intended nor useful to estimate the real value of
production losses _from a societal viewpoint.

This chapter presents adapted versions of our replies to Weinstein et al. and
Liljas. In section 5.2 the response to Weinstein et al. is presented {ocusing on
the consequences for the individual patient of productivity losses as well as
the consequences for other consumers and the employer. Section 5.3 presents
our response to Liljas in which we further explain the friction cost method
and give some points of concern on using the human capital method in
cconomic evaluations of health care. Section 5.4 concludes this chapter.

5.2 Response to Weinstein and colleagues

In their response, Weinstein et al. (1997) point out that there is one major
difference between the Panel's and our approach which concetns productivity
losses during an illness. The effects of productivity losses are segregated into
three parts: consequences for the individual patient, consequences for other
consumers and consequences for the employer. In this response, we follow
this segregation to further explain our recommendations on the subject of
productivity costs.

Productivity costs

When discussing the measurement of productivity costs, it is important to
understand that production and income are telated quantities, both in theory
reflecting the value added of productive persons, or their contribution to
overall wealth. Qur approach is to measure this quantity from the production
side, calculating lost production and/or increased production costs and
medium term macro-economic consequences due to disease (Koopmanschap,
1995), while the Panel takes income measured through quality of life as a
proxy for this quantity. However, as demonstrated in our original response,
individual income may only have a weak link with production change,
particularly due to social or private insurance. By taking the production side as
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starting point, we are by no means failing to incorporate the patient as a full
member of society, but we attempt to balance the production loss due to the
absence of the patient with the production ‘gain’ of the previously
unemployed, replacing the former after a friction period and other changes in
society (including costs to the employer).

Patient as a member of society.

If the lost value added as a consequence of disease is measured from the
production side, the only remaining impact on the patient is the change in
wellbeing of the patient due to his or her lost ability to work, which is
generally measured in health status questionnaires. The problems with
incorporating income changes in quality of life measurement have been
discussed extensively in our original response (Brouwer et al, 1997a) and
recently Johannesson also exptessed some doubts on incorporating income in
quality of life (Johannesson, 1997). These arguments are not discussed by
Weinstein et al. (1997) but strongly suggest that when income is used as a
proxy for added value and measured in terms of quality of life, there are
numerous theoretical and practical problems to overcome. Most notably,
income may only have a weak link with productivity, which makes the
incorporation of income in QALY measurement as proxy for productivity
losses rather dubious. Some productivity changes may occur completely
without any change of individual income, as social insurances and sickness
benefits often will keep individual income on the otiginal level. Also, after a
Sriction perfod society may have adapted to the absence of a person by
redistributing the original workload over others in society, e.g, formetly
unemployed. After this, society will no longer incur production losses
(Koopmanschap, 1995), however, at that moment in time, the affected patient
may still expetience a lower income. Taking this into account for as long as
the patient experiences this, without also incorporating counter-changes in
society {e.g. income increase and thus QALY-increase of a formerly
unemployed) may lead to a serious misrepresentation of sedefa/ production
losses.

The emsployer

Secondly, Weinstein et al. (1997) mention the impact of longer absence of an
employee on the employer. As indicated, the transient costs of replacing a
worker should not be forgotten. Costs related to advertising, training, etceteta
are indeed all real societal costs which fall on the employer and we agree that
these additional replacement costs should be incorporated. To define only
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these costs as friction costs makes friction costs a very limited concept. The
friction cost mefhod as proposed does not merely capture these additional costs
to the employer but also the lost production during the friction period itself as
a consequence of absence or disability. We feel that measuring production
loss in an integrated way together with these additional costs of selection and
ttaining is more reliable than using 'transient costs' and income to the
individual as constituting total production loss.

Others in soctely

Weinstein et al. (1997) argue that costs for other consumers in society should
not be neglected, although they do not offer a method for measuring these
costs. We calculated the medium term macro-economic consequences of
productivity changes in society induced by disease in terms of changes in
national income (Koopmanschap, 1995). These concern changes in the
redistributive system, i.e. higher premiums for sickness benefits and disability
benefits, and a lower labor supply. These changes will subsequently influence
labor costs per unit of ocutput and therefore the competitiveness in the sector
exposed to international competition and through this again the economy's
production. These multiplier effects can only be calculated using an
economettic model of a nation's economy and for the Netherlands they were
estimated to be 0.8% of GDP in case of total eradication of illness
(Koopmanschap, 1995). Since short-term friction costs account for the major
part of total costs and since medium term fnacro-economic consequences are
difficult to calculate and may be subject to changes in social security system,
one may neglect these costs when considering single health care interventions
with a relatively minor effect on total productivity in a country. In a sensitivity
analysis the possible importtance of medium-term productivity costs may be
further investigated.

Leisnre fivie

Another point Weinstein et al. (1997) raise is leisure time. Although we did
not discuss changes in leisure time in our original paper, where we focused on
productivity costs related to paid labor, we agree that leisute time indeed
should not be forgotten in a cost-effectiveness analysis. In our opinion in
cost-effectiveness analysis the use of QALYs provides us with an ideal
instrument to incorporate leisure time. When respondents assess quality of
life, it is recommendable to also let them consider the influence of reduced
possibilities to engage in leisure-activities. Johannesson recently expressed a
similar opinion (Johannesson, 1997). Weinstein et al. argue that we would
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leave out the costs of reduced leisure of the previously unemployed who
replaces the ill individual. If a patient becomes unemployed because of illness
and another person takes his job after the friction period, the absolute amount
of leisure time remains the same, since the patient now has mote leisure time
and the newly employed has less. The obvious difference in the capability to
fully enjoy this leisure time is captured in the QALY-measure as a QolL-loss.
Secondly, the definition of unemployment in many countries involves
involuntary nnemiployment. This indicates that unemployed may be more than
willing to sacrifice some of their leisure time in order to work for a pay. The
valuation of the sacrificed leisure time therefore may not be that high. Micro-
economic approaches showing that leisure is only engaged until the point
where its marginal utility is equal to the wage rate obviously do not fully apply
when the person involved is externally restricted in his choice. The desire to
work of many unemployed seems to indicate that the difference in valuation
of leisure and working time is rather significant.

Conclusion

In chapter 4 (Brouwer et al,, 1997a) we tried to demonstrate that if one would
want to incorporate income in QALYs as a proxy for productivity costs, the
tresults from such measurement would most probably misrepresent the
quantity one would want to measure, which is the lost value added to society.
So, in contrast to the assertion of Weinstein et al. (1997), we do not accuse the
Pancl of ignoring 'indirect costs' or productivity costs (we support this new
term). Our main concerns with measuring productivity costs through quality
of life are the following:

1. Income should not enter quality of life measurement and current practice
shows a consensus to avoid questions alluding to income. Real costs should
be incorporated exclusively in the numerator of the C/E-ratio and pure
heaith effects should exclusively be incorporated in the denominator of the
C/E-ratio.

2. Individual income may only have a weak link with production change,
which can be measured mote reliably at the production side.

3. Point 2 is even more noticeable in case of reduced productivity at work.
This may not induce any income change at all, while it does constitute a real
societal loss. These losses should not go unmeasured as they would
following the Panel's approach.
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4. The income increase of the previously unemployed teplacing the sick
individual is not considered by the Panel. Therefore, the Panel abandons
the societal perspective by not incotporating this individual as a full
member of society. Yet, if income decrease will induce a QALY-loss, then
an income increase will obviously induce a QALY -gain.

5. Related to the previous point, one can say that patients will considet
income losses (if asked to do so) as long as these affect them, while on a
societal level, total income (or rather production) may be restored after
replacement. The last two points indicate why we categorized the Panel's
approach as taking an individual rather than the societal viewpoint.

5.3. A reply to Liljas (1998)

In this section Liljas' criticisin of the friction cost method is considered and
his alternative, i.e. using the traditional human capital methos, is critically
discussed.

Critigue on fitction-cost method

Liljas (1998) discusses the friction cost method at leagth in an attempt to
demonstrate flaws in this method. His main argument is that the fricdon cost
method is not embedded in neo-classical welfare economics. We will discuss
some of Liljas' specific argguments below.

Short-terms absence

Liljas points out that using the friction cost method would violate one of the
"‘fundamental' axioms of neo-classical theory, ie. that firms will employ labor
up to the point that marginal costs equal marginal benefits. Several responses
are possible to this criticism. First, reality does not coincide with neo-classical
models of behavior. There is no perfect competition between firms in the
marketplace and all kinds of managerial objectives may be incorporated in the
optimalisation behavior of the firm that will yield results not in line with
standard textbook situations. Secondly, the friction cost method does not
correct the wage rafe for the elasticity of time versus output, but it corrects the
average value added per worker (as it focuses on productivity), reflecting the
value of commodities and services produced (Koopmanschap et al., 1995). It
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is not unareasonable to assume that 80% of average value added would be
close to marginal labor costs.

Liljas does not separate some of our rematks about internal labor supply in
relation to high transaction costs from our final calculations. In the base case
calculations of IKoopmanschap et al. (1995) all costs of short-term absence
from work were counted. Hence, in the base case we did not correct For internal
labor supplies, not for making up for lost work after illness nor for canceling
less important work, because we did not dispose of reliable estimates of the
magnitude of these phenomena. However, these phenomena may prove to be
substantial (e.g., Severens et al,, 1998), although more research is needed.

Longer term absence

For longer absence spells Liljas seems to imply that the permanent absence of
one person will induce a series of friction periods. However, Liljas seems to
forget that when somebody is already employed, he normally has to give his
employer notice through which the latter may arrange replacement in the
meanwhile. If replacement is then still not possible according to Liljas, then it
is strange why even the human capital method stops counting at retirement,
since even retirement would induce an infinite series of replacement friction
periods in such reasoning, Furthermore, it is not claimed that all workers are
replaced by formerly unemployed, and friction cost estimations do rise with a
lower unemployment. It may be true that in case of a chain of replacements
the production loss and training costs may be somewhat larger than in case of
one replacement, but it is probably not propottional to the number of changes
in the chain. Also, when unemployment is very low perhaps all absence
should be considered to lead to productivity costs, but not permanent
disability and premature death (IKoopmanschap and Rutten, 1996b).

Liljas presents the human capital method as the alternative for the friction
cost method. This method is embedded in neo-classical economics, which
should imply theoretical superiority, according to Liljas. It should be noted,
that the micro-economic oriented human capital method serves well to
represent ideal individyalistic bebavionr, but is not intended to estimate
production losses from a secfetal viewpoint. In our opinion it is undeniable that
replacement mechanisms do in fact occur and that there is involuntary
unemployment.
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For long term absence from work, disability and mortality the human capital
method still overestimates the true productivity costs of illness, by denying
any adaptation mechanism for organisations as a response to absence of
workets. Consequently, this method only estimates potential, but not realistic
productivity costs, continuing for decades, denying the dynamics in the real
economy of labor substituting labor and capital substituting labor. Ts it
realistic to claim that if a paid employee dies at age 30 in an accident, society
will suffer production losses up till his retirement age of 65, i.e. 35 years? And
if someone aged 45 becomes permanently disabled, is it realistic to claim that
soctety will suffer production losses for 20 years? In fact, with this reasoning
Liljas implies that there is permanent full employment all over the wotld and
absolutely no possibility of replacing sick workers. Granted, unemployment
may be low at sotne points in time, but it is highly implausible to assume a
state of permanent full employment.

Liljas states that the friction cost method implies 'that it would be possible to
solve the problems of unemployment in society by reducing the number of
hours worked by employed and having unemployed workers work these hours
instead ... something that seems vety unrealistic'. (Liljas, 1998) First of all, this
is a clearly misuse of the friction cost method which is not intended at solving
unemployment but at estimating indirect costs, Secondly, there is an obvious
difference between assessing the indirect costs (and benefits} of a certain
marginal health care program and assessing ways to totally eradicate
unemployment. Of course, there are many institutional problems that
interfere with such a mechanism to fully work, but for marginal changes
indeed such replacement will take place. Unemployed workers are not unable
to replace 'normal' workers. Indeed, Liljas seems to imply that the market
selects the best workers and leaves 'second grade workers' unemployed and
therefore, a reduction in the working hours of employed cannot be made up
for by hiring unemployed persons. We would not generally classify the
unemployed as being inferior in a productive or any other sense. Indeed there
are institutional barriers, educational barriers, and perhaps even social barriers
that prevent the labor matket to function perfectly flexible, but it is denied
that (at the margin) unemployed persons cannot replace employees who fall
il

Leisure tinze
Liljas' correctly remarks that leisure titne should not be neglected in economic
evaluation of health care. However, this issue has already been discussed on
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several occasions and it needs to be stressed that it seems the most
apptroptiate to incorporate the reduced ability to enjoy one's leisure time to
the fullest in an economic evaluation in terms of QALY (see chapters 3 and
4). This point of view is also advocated by Johannesson (1997). Although this
solution is not without problems it is considered to be the best available. Also,
it means that the friction cost method does not have to deal with leisure time
and a fortior should not deal with it to avoid double-counting,

Direct labor costs

Liljas reaches the conclusion that the opportunity costs of replacing an ill
employee are close to zero in the friction cost method. This would be the
case, because no costs are attached to the fact that a formerly unemployed
substitutes leisure time for time spent on working for pay. Liljas goes on by
stating that if the oppottunity costs of working are indeed close to zero, as he
suggests Is the case in the friction cost method, then one should value labor
needed for a health care intervention quite ‘close to zero’ as well. Since the
latter is obviously unacceptable for most economists, this should demonstrate
the inappropriateness of the friction costs method.

It is noted here that the friction cost method is not a full economic evaluation
method in itself, but merely part of a complete analysis. Another part of the
analysis is QALYs and it is stressed that it is in terms of QALYs that leisure
time is captured. When a formerly unemployed gives up labor to replace an ill
employee, it should be noted that in principle the full amount of leisure time
remains the same on a societal level, only it is the previously working patient
that now has more leisute and the formerly unemployed less. The difference
in the possibility to enjoy leisure is assumed to be fully captured in the QALY-
measure.

The equaling out of leisure time is a specific feature when dealing with
replacement (due to illness) and therefore, it should not be used for additional
work as done by Liljas.

Conclusions

Liljas has tried to advocate the use of the human capital method for
estimating indirect costs instead of the friction cost method. It needs to be
stressed that neither method is perfect or captures all indirect costs in a
straightforward manner. The human capital method serves well to represent
ideal individualistic behaviout, but not to estimate societal production losses.
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The claim that the human capital method is better because it is embedded in
neo-classical theory may be easily counteted by stating that the real economy
clearly does not resemble the neo-classical model. Since we probably do not
disagree on that, we should find ways to come up with methods that.estimate
indirect costs in a mote realistic way. The friction cost method, though not
perfect, intends to do just that.

5.4 Concluding remarks

The area of productivity costs measurement and time costs remains a
controversial one, However, hopefully, discussions like the ones presented in
this chapter contribute to a better understanding of each other’s viewpoint
and ultimately to a more uniform methodology on the estimation of
productivity costs in economic evaluations of health care.
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6. Productivity losses without absence:
measurement validation and empirical evidence

Summary

Productivity losses withont absence are scarcely discussed in the literature. In this chapter the
consiviict validity of three different mieasurement instruments for productivity losses withont
absence is investigated. The data was collected under employees of @ Dutch trade-firm, nof in
specific patients gronps. On an average day, over 7% of the respondents were working with
bealth problems, indicating that productivity losses without absemce is a gquife common
problems, The amount of production losses refated to these health problemis are relatively
swrall. However, for specific patient groups the costs related to these productivity losses may be
substantial,

6.1 Introduction

In economic evaluations of health care interventions indirect non-medical
costs or productivity costs often play an important role when the prevalence
of the illness involved concerns people with paid or unpaid work. The
incorporation of these costs in economic evaluations has been much debated.
Both questions whether they should be counted (e.g. Russell, 1986; Gerard
and Mooney, 1993) and if so how they should be estimated {(eg
Koopmanschap et al,, 1995; Gold et al, 1996; Brouwer et al., 1997a) have
been extensively discussed in the literature. Recently the consensus for
incorporating these societal costs seems to be growing (e.g. Gold et al., 1996;
Drummond et al, 1997). Attention is usually focused on costs related to
absence from paid work., However, it is obvious that absence from paid work
is not the only situation causing production losses related to disease. Besides
impaired ability to perform unpaid work people may be at work while not
being in optimal health. Mild (chronic) diseases or the onset of acute
infectious diseases are examples of situations in which people may not
function to their normal ability, yet are not impaited ‘enough’ to stay at home.
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These productivity losses without absence are potentially important, yet
almost neglected in economic evaluations of health care.

Only two attempts to estimate the costs related to this productivity drop were
found in the literature. One was developed by Osterhaus et al. (1992) and later
adapted by Van Roijen et al. (1996) and the other was developed by Van
Roijen et al. (1995a). The adapted Osterhaus method (O-method) and that of
Van Roijen (VR-method) were compared in estimating productivity costs
without absence due to migraine and showed substantially different estimates,
ie. 968 versus 277 million Dutch guilders respectively (1995). This shows
these costs can be substantial for certain diseases and that more investigation
is needed on how to realistically estimate these costs.

In this chapter, we compate the O-method, the VR-method and an alternative
experimental method, which aims at measuring the Quantity and Onality of
work performed on a daily basis, the QQ-method. We investigate the
construct validity of these methods using data of employees of a Dutch trade
firm. Section 6.2 presents a brief introduction of the three methods. In section
6.3 the instruments and data used in this study are discussed. Section 6.4
discusses the results of the three methods, while section 6.5 concludes this
chapter.

6.2 Brief introduction of the three measutement methods"®

The adapted O-method for determining the efficiency losses due to illness, as
used in the Dutch Health and Labor-questionnaire, consists of two questions.
We have chosen to use this 'adjusted O-method' to be able to compare the
outcomes with the earlier comparisons (Van Roifen et al,, 1995a; Van Roijen
et al,, 1996). The O-method asks how many days during the fast fwo weeks one
went to work while suffering from health problems and on a VAS-scale the
average ¢fficiency on these days. A difficulty in this method is that the efficiency
indication may not necessatily be interpreted as the amount of work
respondents did compared with normal, but rather what they conld o
compared with normal, although it is not clear how subtle this difference is, If
full utilization of labor time is not required on average (i.e. one does not work
at full capacity at all times), using the average efficiency-score may
overestimate production losses. Overestimating production losses may

' The three measurement methods as used in the study are fully printed in appendix A.
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additionally occur since the possibility of making up for lost work duting
regular hours without creating new production losses is ignored. The term
efficiency may induce respondents to consider quality losses as well, but it is
unsute to what extent these contribute to the final score.

The VR-method also asks people to indicate on how many days they were less
able to perform their work over the /ast two weeks and how many extra hours
they would have had to work to make up for the work they lost during the
days feeling ill at work, This should provide an indication about how much
production was actually lost. The indicated numbet of hours needed to make
up for lost production enables a monetary valuation (replacement-value').
Here productivity losses that can be recovered during normal wotking hours
do not count as production losses, since only exfra hours are asked for here.
Shifting production from one day (with health problems) to another day
(without or with less health problems) is thus seen as costless recovering of
lost work. The VR-method may underestimate production losses, however, if
not all work can be made up for later on, E.g, redistribution of work over
colleagues ensutes that the collective workload is finished on time because
colleagues make up for lost work during regular hours and some types of
work cannot be made up for, for instance in a production line. Still, these two
situations do not have to be costless. Redistribution of work reveals some
slack in the organization or working extra time of some employees (not
necessarily the person less productive) which is not without costs and neithet
are unrecoverable production losses. These situations may cause missing
values or zero-answers in the VR-method, while they do indicate impaired
productivity on the O-method, An additional problem in interpreting VR-
answers is that it is unclear if these extra hours indicated represent hours
worked at normal performance level or the reduced level that respondents
may be stll experiencing. Consequently, the answer is a conservative
estimation of production losses, but still difficult to interpret exactly.

The QQ-method was developed in an attempt to more precisely measure the
consequences of illness while working. First, on a daily basis respondents are
asked to indicate on a VAS-scale from 1 to 10 how much work they actually
performed during regular houts compared with normal (Quantity scale). It is a
question about output rather than efficiency, indicating how much work had
to be made up for during overfimse or regniar work time or was lost. Translating the
answer into costs again has the possibility of overestimating true costs
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involved if it is possible to make up for lost work during regular hours.
Fluctuations in daily performance level are explicit in this method.

Second, the quality of the wotk performed on a day is indicated on a VAS-
scale from 1 to 10 (Quality-scale). One can imagine that not all losses are
quantitatively expressible and a quality indication therefore may provide
valuable additional information. However, the quality scale raises new
questions as well, especially on how to treat answets on this scale.
Straightforward multiplication of the quantity and quality components may
provide an indication of total performance, translating qualitative into
quantitative losses. However, although this combination seems adequate as a
first attempt to combine qualitative and quantitative losses, it remains unclear
whether it is the correct way. Still, it should be noted that, for some types of
work, qualitative production losses seem more relevant than quantitative
losses, e.g. for school teaching,

Comparing the three methods described above, it seems that the O-method
measures the production capacity of the respondent, leading to a maximum
indication of production losses, The VR-method measures the amount of
recoverable lost production, that has not yet been made up for. This appears
to provide a minimum estimate of production losses. The quantity-scale of the
QQ-method is expected to yield estimates in between that of the O- and VR-
method.

6.3 Methods

We aimed at establishing construct validity of the thtee measurement
methods, basing our hypothesis on the expectations derived from section 6.2
and previous expetience. Construct validation is tested by examining whether
different methods measure the underlying quantity {production losses) in
expected ways. Here, 1t is expected that the VR-method will yield the lowest
results in terms of hours lost (with a relatively high number of "zero'-answers),
the O-method would yield the highest results and the results from the
quantity scale of the QQ method would lie in between these two estimates,
more close perhaps to O-results than to VR-results. Furthermore, the quality
scale of the QQ-method was used to estimate qualitative losses due to illness
at work.
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The data were collected in a Dutch trade firm, The questionnaire
'Consequences of Illness' was sent to all employees of this firm. In this diary
people were asked to indicate for each day of one week whether they had
been less productive at work due to health complaints. Respondents couid
indicate on two different scales how the quantity of work petformed related
to normal and how the quality of the work performed related to normal (QQ-
method). At the end of the week people were asked to answer the questions
of the O-method and the VR-method (see Appendix A). The latter questions
allude to the period of one week only, to make the answers comparable to the
daily answers. A gold standard, ie. individual data on daily production, to
compare the different answers with, was vnavailable due to anonymity of
respondents. This is why validation on the basis of construct validity was
chosen.

The total number of employees was 216. The relevant questions were sent to
all employees 5 times. The diaries were sent 4 times in the months June and
July 1997 with one week in between each weekly diary. The fifth diary was
sent approximately three weeks later in August 1997, The total number of
returned diaries was 543, implying an overall response rate of 50%. Due to the
anonymity of respondents we could not further investigate the non-response.

One of the primary aims was to establish how many people indicated that they
were less productive at work on an average day. This should give some
indication of the importance of the phenomenon productivity losses without
absence. Since all employees were potential respondents, all types of work
were included in the study, however, most of the respondents were engaged in
work that was automatically replaced by colleagues and could not be made up
for the next day. In Table 6.1 some characteristics of the respondents of the
diary are presented.

Consequences of Iliness:

Male respondents: 117

Female respondents: 416
Blanks: 10

Average age males: 35.0 years
Average age females: 40.0 years

Table 6.1: Main characteristics of the respondent's.
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6.4 Results from the diary ‘Consequences of Iliness’

Of the 543 diaries 'Consequences of Illness' teturned, there were 57 in which
it was indicated that at least one day during the week the respondent was
feeling il while being at work., This means 10.5% of the diaries were (in
principle) useful for this study. After investigation it was concluded that 53
diaries were consistently completed and could therefore be used in the analysis
below. Analyzing this subgroup of 53 diaties, it turned out that the average
age (42.2 years) was significantly higher than that of the other respondents
(those not ill), which was 38.5 years (p=0.0008} and that the group had a
significantly higher propottion of women (p=0.0278); 87% versus 77% .

Analyzing all 543 questionnaires it could be concluded that on an average
working day 7.35% of the respondents indicated that they felt ill while being
at work (minimum over 5 measurement moments 5.43%; maximum 9.49%).
Just to give an indication of the commonness of the problem (at least in this
firm), in the same sample the self-reported absence due to illness was 2.85%.
This absence rate is quite low and lower than the average absence rate the
company registered itself, which was on average 4.5% for the relevant months
{(never below 4.15%), indicating that a relatively high amount of non-response
may be from people that were absent from work more frequently. As stated
above, we were unable to further investigate the non-response due to the
anonymity of respondents.

The impact on production of productivity losses without absence is obviously
smaller than the average of 7.35% of employees feeling ill at work might
suggest, since the affected employees loose only a fraction of their normal
production, as shown in Table 6.2 (where ‘Quantity scale’ represents the
quantity scale of the QQ-method).
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Average Average | Number Total As%of | As%of
Method scale answer | hours lost of mumber of Total total
(st- dev) (st. dev) ‘zero' hours lost | hoursillat | hours
hours lost work firm level
Ostechaus 8.77 1.72 15 91.4 6.32% 0.59%
(1.14) (1.92)
Van Roijen - 0.23 45 12.3 0.85% 0.08%
{0.73)
Quantity 8.93 1.54 20 81.6 5.64% 0.52%
scale {1.16) {2.00)

Table 6.2: Average seale-scores, mumbers of honrs lost ared relative imipact according 1o the three methods.

In the diary the respondents could tick one of the 6 specified disease-
categories or tick a box for the category 'other complaints’. Table 6.3 presents
the results for the six disease categories that were at least indicated on one

day.

Causes of illness Frequency in days

Cold or Influenza 25

Back or Neckproblems 8

Migraine or headache 17

Psychological complaints /stress 15
Stomach/Intestines 7

Other complaints or combinations of complaints | 42 (25 combinations)
Of which:

Allergy 8

Flue/cold and Headache/migraine 5

Headache/migraine and Psych. Complaints/stress | 7

Table 6.3: Canses of ilfness af work and frequency in days.

Comparing the three wrethods: construct vafidity

If one examines what is being asked in the VR-method and the O-method, it
is clear that the answers of the respondents cannot be compared in a
straightforward way. This is because in the Osterhaus method the number of
working hours is also important. A score of 9 on the efficiency scale will be
interpreted here as a loss of 0.1 * the normal houts of work per day. So, if a
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petson indicates that he has been less productive for three days in a week and
normally he works 8 hours per day and his efficiency score was 0.9 the total
loss will be calculated as: (1 - 9/10) * 8 hours * 3 days = 2.4 hours lost. When
comparing the answers of the O-method and the VR-method including such a
correction for the number of hours worked, one can detect a correlation
between the two variables, although they are far from equal. Figure 6.1
presents the results, both for the VR-method and the O-method. The
respondents are ordered by their score on the O-method.

Production losses; O-method and VR-method
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Fignre 0.1: Relation between the answers of the O-miethiod and those of the V' R-nethod.

A first observation may be that 15 people indicated zero hours lost in both
methods. For the VR-method alone, this number is 45, implying that nearly
85% of the respondents feeling ill at work indicated that they would need zero
extra hours to make up for lost work. The (Pearson) correlation coefficient
between the results is 0,38, which is close to the 0.41 reported by Van Roijen
et al. (1996). In a linear regression analysis the relation between the results
from both methods turned out to be significant. The results from that analysis
(equation number 1) and all other regression analyses are presented in Table
6.4 (where & represents the coefficient, # represents the constant and Qt
represents the scote on the quantity scale of the QQ-method).
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Equation Form Number of b a Multiple R-square
Number Observations | {t-value) R
i VR =b*O +1a 53 0.15 -0.02 0.38 0.15
‘ (2.96)
2 VR =b*O +1a 8 0.47 0.33 0.83 0.69
(3.62)
3 O=b*Qt+a 53 0.89 0.36 0.92 0.85
(16.94)
4 O=b*QQ +a 53 0.55 0.23 0.92 0.85
(17.3%)

Table 6.4 Resultr for several regression eqiations, relating production losses according fo fonr methods,

The results from regression number 1 indicate that, since b is smaller than 1,
ie. 0.15, when the Osterhaus calculation of hours lost increases with 1 hour,
the Van Roijen method increases with 0.15 houts (9 minutes). A t-test
confirmed that O-results are significantly higher than VR-results (p-
value<0.0001). This evidence supports the prediction made in the previous
section. Because including zero-answers to the VR-method in this analysis
might be considered comparing two different regimes (since zero does not
have to mean no production losses as explained in section 6.2), we also
performed the analysis after deleting all observations scoring zero in the VR-
method, which ensures only comparing observations in which an estimation
of production losses was indeed possible. The resulting regression analysis
indicates that the relationship between the results of the two methods
becomes stronger when the zero answers on the VR-question are deleted
(regression number 2, Table 6.4). This provides some evidence for our
theoretical prediction, however, the low numbetr of observations (n=8)
inhibits firm conclusions, This result does indicate that the type of work
examined may influence the corgelation between the two methods. In this
study much of the work not petformed by someone less productive was
automatically replaced by a colleague or unrecoverably lost. The value of &
however remains smaller than 1 (0.47), implying that marginally VR-results are
smaller than O-results.
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To further assess the construct validity the results of the VR-method and the
O-method have to be compared with those of the Quantity-scale of the QQ-
method, the Qt-method. In figute 6.2 all three results are shown.

Comparison of the Qt-method, O-methoed and VR-method
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Figure 6.2: Comparing the Qt-method to the O-niethod and the 17 R-methed.

On average the total amount of hours lost for the Qt-method, O method and
VR-method respectively are: 81.6, 91.4 and 12,3, as shown in Table 6.2. On
average therefore, the Qt-method yields lower estimates than the O-method,
but figure 6.2 demonstrates that in individual cases this may not be the case. If
we examine the results from the Qt and the O-method, it turns out that from
the 53 observations, 25 times both methods yielded the same result (14 times
both methods estimated the number of hours lost as zero). In 17 instances the
O-method estimated the production loss higher than the Qt-method, 11 times
both methods yielded the same result (not zero) and 11 times Qt-results were
higher than O-results, which is not in line with our expectations. The Pearson
correlation coefficient was 0.92, The regression analysis, as shown in Table
6.4, number 3, shows that the one hour extra in Qt will lead to 'only' 0.89
hours increase in the O-results. However, the latter will start higher, due to
the positive intercept value. To analyze whether the Qt-method estimates
production losses significantly lower than the O-method, we performed a one
tailed paired two sample t-test on the results. For all 53 observations, the p-
value was 0.04594. We performed the same t-test for a sub-gtoup of
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respondents, which included the 39 respondents that indeed scored some
actual production loss on either scale. By eliminating the zero-zero
combinations, it was investigated whether these combinations distort the
comparison of the two methods, which ate obviously aimed at estimating real
production losses. The difference remained just statistically significant (p =
0.04596). Two one-tailed two paired sample t-test of the 53 pairs of VR-
results and Qt-resuits and the 40 remaining pairs when deleting all 'zeto-zeto'
combinations confirmed that the Qt-method yields significantly higher results
than the VR-method (p<0.0001 for both tests). The Pearson correlation
coefficient between the two methods was only 0.40, close to the correlation
between VR-results and O-results.

One may conclude that, based on the concept of construct validity, there is
some empirical evidence to support the hypothesis that Qt would lie in
between the O-method and the VR-method for this sample. In relation to the
VR-method the results are clear in the sense that the VR-results are obviously
lower than Qt-results, The comparison between the Qt and the O-method
would benefit from more research using a latger sample. '

‘The QQ-method: incorporating the qualily component

As introduced in secton 6.2 the complete QQ-method measures both
quantity (Qt) and quality (Ql). To give an indication of how these two
correlate, the average Qt and QI answers are shown in figure 6.3, These are
the average scores pet respondent on both the quality scale as well as the
quantity scale.
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Average Quality and Quantity Scale scores
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Figure 6.3: Average scorer ont the Ot-seale and Of-scale compared

The Pearson correlation coefficient is 0.59 for these two variables. On average
the quality score was about equal to the quantity score: 8.97 versus 8.93. As
mentioned in section 6.2, it is unclear how these two quantities would result in
a total productivity loss. One possible way is a 'straightforward multiplication'
of the scale scores, however, there are many other possible combinations. The
results from this 'multiplication’ are presented in figures 6.4 and 6.5. Figure 6.4
presents the Qt-losses with respect to the Ql-losses, while in figure 6.5 the
total QQ-results are compared with the results from the O-method. Table 6.5
contains an exemplary calculation of the final QQ-score. Note that we use the
scale-scores linearly to produce the hours of work lost, as was done for the O-
method.

Imagine a respondent who has been ill at work for 1 day. His score on the Quantity Scale is 8
and his score on the Quality Scale is 7. This respondents works 8 hours per day.

The Qt-loss is calculated as: (1-8/10) * 8 = 1.60 hours.

This means that we assume that this person effectively worked 8 - 1.6 = 6.4 hours that day.
‘This 6.4 hours of work were performed at 70% of normal quality level. Therefore the Qualiey
loss of the performed work is caleulated as:  (1-7/10) * 6.4 = 1.92 hours

The final QQ-score now amounts to: 1.60 + 1.92 = 3,52 hours

Table 6.5: Example of the calentation of QQ-scores
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In Hgure 6.4 the quantity and quality losses are compared for the 53

respondents.

A comparison of Quantity losses and Quality losses
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Figure 6.4: A comparison of Qi-resuits and Qi-resiedls.

The correlation coefficient between Qt and Ql is 0.71. In total Qt losses
amount to 81.6 hours and Ql losses to 62,8 hours. In figure 6.5 the total QQ-
score, calculated by means of multiplication, is compared with the O-method.

Comparison of the QQ method and O-method
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Figure 6.5: Comparing the number of honrs lost according to the QQ-method and the O-method.
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The correlation between the number of hours lost calculated with the QQ-
method and the O-method is 0.92. In a regression analysis, as shown in Table
6.4 equation number 4, the relation turns out significant. Calculating the total
impact from illness at work with the QQ-results (i.e. a total of 144.37 hours
lost'), as already performed in Table 6.2 for the Qt, O and VR-method, the
number of hours lost would become 10% of the total amount of houts
worked by respondents while being ill. On the total sample or firm level, the
impact may be considered modest: 0.93% of total hours worked.

6.5 Discussion

In this chapter we have investigated the construct validity of three
measurement methods of productivity losses without absence. Statistical
analysis indicated that our hypothesis (Qt-results on average lie in between
VR-results and O-results) could not be rejected.

Compared with the Qt-method and the O-method, the VR-method was a
consequent outlyer with a relatively high amount of zero-answers. There are
two possible explanations for these answers: making up for lost work during
regular hours or the impossibility of making up for lost work. The specific
type of work of most respondents in this stady, in which making up for lost
work later is impossible, leads us to suspect that many of the registered zero's
in fact may imply that people cannot make up for lost work. If this is indeed
the case, VR-estimates of productivity costs without absence may be
considered an underestimation, since not being able to make up for work lost
(nor internal replacement) may be without cost. This shows the necessity of
acquiting additional information in studies like these on the type of work of
respondents, type of organization, possibilities for making up for lost work
and replacement issues. The exact organisation of work in the firm in this
study will certainly have had an impact on (relative) results. Measurement
methods should give explicit attention to these aspects.

Both the Qt-method and the O-method ignore the possibility of making up
for lost work later duting normal hours and therefore may yield an
ovetestimation in tetms of costs. The Qt-method provides somewhat more
conservative cost-estimations than the O-method and the type of questions
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asked may be considered to indicate better the real quantity of wotk lost.
However, more research is needed to compare these methods further,
preferably to a gold standard, ie. daily individual production data, Also,
respondents may be asked in more detail about the way they come up with an
answer to the questions asked in the different methods.

A noteworthy result from this study is that illness at wotk is quite common.
On an average day over 7% of the respondents indicated to expetience health
problems while being at work. The total impact from the phenomenon
productivity losses without absence at the firm-level, however, is quite low in
this study. This is because respondents that were ill at work still could perform
most of their work. More research in other firms could provide insight on
whether this result is similar to the impact of productivity losses without
absence in other firms. FEven with the QQ-estimates, this type of production
loss is estimated to be maximally 0.93% of total wotk time in this firm. To
give an estimation of the monetary impact, using an estimated value added of
80,000 Dutch guilders, this means a value of lost work time of 774 guildets
per year per employee.

Finally, it seems worthwhile to further develop, validate and use these
methods in different settings, including the QQ-method, also in specific
patient groups. Regarding productivity losses without absence, especially the
process of making up for lost work (also by colleagues) and the quality of
work should be investigated further. In that sense, the results presented in this
chapter are not final answers to how impaired productivity at work should be
measured and valued, but give an indication of what elements are of
importance, which measurement methods are available at this point and which
problems are attached to the different methods.
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Appendix A

Different methods in ‘Consequences of Illness’

The questionnaire 'Consequences of Iliness' covers production losses without
absence through the Q(QQ-method on a daily basis. On all days the exact Dutch
phrasing was:

Op de schaal hieronder &unt u acugeven hoeveed werk u vandaag hebt gedaan iy wmw normate
werklifd ten opsichte van een normale dag. Een 1 omcivkelen betekent dat u niets kon doen en een
10 betekent dat i evenveel als snormaal kow doen.

1 2 3 4 5 6 7 8 9 10
Zo goed Evenveel
als niets als normaal

Wilt n inschatten hoe de kwaliteit was van bet werk dat u vandaag hebt gedaan ten opsichte vay
norsmaal. Ben 1 omcivkelen betekent dat ww werk van seer slechte kwalitet was en een 10
betekent een even hoge &waliteif als normaal.

1 2 3 4 5 [ 7 8 9 16
Erg slechte ' Zelfde kwaliteit
kwaliteit als normaal

Transhated into English:

Could you indicate how much wotk you actually performed today duting regular
houts as compared with normal on the scale below?

1 2 3 4 5 6 7 8 9 10
Practically Normal
nothing quantity
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Could you indicate the quality of the wotk you performed today as compared with
normal on the scale below?

1 2 3 4 5 6 7 8 9 10
Very poor Normal
quality quality

At the end of the week the respondents had to complete the O-method and the VR-
method. These questions covered the past week.

The exact phrasing in Dutch in the questionnaire was:

Hoeveel dagren in de afgelopen week bent & wél naar nw werk geweest, torwefl u last had van
gexondheidroblenien?
LET OP: dagen dat 1 gteh giek gemeld beeft niet meerekenen.

Wif willen u vragen op de meetschaal hicronder te omcivkelen hoe efficiént u vofgens i gewerkt heeft
op d¢ dagen dat u wel op sy werk was terwiil u last bad van gezondheidsprobiemen. Op de
meetschaal betekent 10 dai ww werk niet werd beiuvloed, 1T betekent dat u seer slecht in staat was
wip werk mit e poeren,

1 2 3 4 5 6 7 8 9 10
" Maxirmaal Even efficiént
Inefficiént als normaal

Hoeveel unr sou u in de AFGELOPEN WEEK langer hebben moeten werken om het werk
dat # niet hebt kunnen doen als gevoly van gezondheidsproblenien in te halen?
LET OP: dagen dat u sich giek gmeld hegft niet mreerekenen,
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Transhated into English:

How many days during this past week did you go to work while suffering from

health problems? -
NOTE: Do not count the days on which you reported sick.

Please circle on the scale below the degree of efficiency with which you consider
youtsclf to have worked with on the days you did go to work while suffering from
health problems. On this scale 10 means your work was not affected and 1 means
that you wete hatdly capable of petforming your work,

1 2 3 4 5 6 7 8 9 10
Very As efficient

inefficiently as normal

How many houts extra would you have had to work to catch up on tasks you were
unable to complete in normal working hours due to health problems IN THE

PAST WEEK?
NOTE: Do not count the days on which you reported sick.

.......... bonirs
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7. The valuation of informal care in economic
appraisal

Summary

This chapter discisses the individual’s choice to engage in informal care and the valuation of
informal care in economic evaluations of bealth care, Besides attention for the choice between
Jormal and informal care, afso _finture areas of research are indicated. Traditional methods
used in economic evalnation studies for valuing time spent on informal care are discussed
and an affernative method is put forward. This alternative method incorporates gnality of
Ufe of cargivers as an ontcomse-mieasire fo represent the effects on caregivers. The
methodological Isswes concerning the valuation of informal caregivers’ time are becoming wore
Iniportant as new drygs and other bealth care fechnologies are introduced for patients with
diseases that are typically asseciated with informal care.

7.1 Introduction

Informal care is a specific type of care provided by nonprofessionals.
Specifically, informal caregivers are defined here as family, friends,
acquaintances, or neighbors of a patient providing care for which they do not
have to be financially compensated (Smith and Wright, 1994; Wright, 1987).
Informal caregivers give up normal activities because of the incidence of
illness in their direct social environment. An individual’s choice to engage in
providing informal care may not only be subject to an optimalization process
of his ot her utility function. Many restrictions and difficulties may influence
the outcome of the mix of formal and informal care.

The wvaluation of informal care in cost-effectiveness analysis is rather
troublesome, since available methods aim at expressing all consequences for
the informal caregiver in monetary terms and incorporate the results on the
cost side of economic evaluations. This practice proves rather difficult
because the consequences related to informal care include effects like fatigue,
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giving up leisure activities and fewer social contacts. These effects are difficult
to exptress in monetary terms. Research seems needed in otder to find
methods for valuing the time involved in informal care that are theoretically
correct, yet practically applicable. To this point some suggestions are made in
the literature, but these do not translate easily into guidelines for practical
research. For instance, capturing the full opportunity costs of time by means
of a adjusted wage rate will require research on how to adjust wages
adequately for people who are engaged in home production or leisure (Gold
et al,, 1996).

Although difficult, the valuation of time of informal categivers becomes more
important now that drugs for patients with Alzheimer’s disease and
schizophrenia are being developed and becoming available. These conditions
are typically associated with a considerable amount of informal care.
Therefore, better methods for valuing informal care are called for to ensure a
good estimation of the true societal impact of informal care. Moreover, in
some countries there seems to be an increasing substitution of formal cate
with informal care, as formal care is increasingly being restricted.

This chapter discusses an individual’s choice to engage in informal care,
mainly focusing on the restrictions and difficulties that potential informal
caregivers face. Then, we will discuss a preferred method of valuing informal
care within the context of cost-effectiveness analysis, a method aimed at
finding the societal opportunity costs and effects of informal care. It is
different from other proposed methods in using quality-of-life measurement
for informal caregivers to avoid arbitrary monetary valuations of such aspects
of informal care as fatigue, giving up leisure or sleep, etc,

The individual’s decision to engage in informal caregiving is considered in
section 7.2. Section 7.3 discusses the societal valuation of the inputs of
informal caregivers in economic evaluations, while section 7.4 concludes this
chapter and indicates areas for future research.

7.2 The individual decision to engage in informal care
Baste assumptions o individual chofce

Fiest, it is important to understand that the decision whether or not to
become an informal caregiver is dependent on the incidence of illness in an
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individual’s direct social envitonment. When and if illness sets in, one option
is to continue normal activities and hire professional help to care for the
patient. This formal help may take place at home or may involve
institutionalization. One can also perform some or all caregiving activities
oneself and give up activities that one was normally engaged in. Often, the
decision is not all or nothing but rather a decision to combine both formal
and informal care.

Second, it may be argued that when a relative ot friend falls ill and is in need
of care, both formal and informal care yield utility for the potential informal
caregiver. ‘The alternative is to leave the patient with insufficient care, or in
the worst case without care which will be associated with a large disutility. As
the wellbeing of the patient is assumed to be incorporated in the utility
function of a relative or friend, any improvement in the patient’s condition
will have a positive itnpact on his or her utility. If, for instance, a patient has a
very strong preference to stay at home, the disutility from institutionalization
will be relatively high, both for the patient and the potential informal
caregiver. The interaction between utility of patents and informal caregivers
is an interesting and challenging subject. The amount of utility from informal
care and formal care is bound to differ both for the patient and the informal
caregiver, since both involve a diffetent time input of the categiver, different
financial costs, and a different process utility for the caregiver.

Third, the choice between formal and informal care as discussed here is
relevant for only that part of formal care that may be substituted by informal
care. It is obvious that some cate activities ate too complex to be performed
by a nonprofessional.

Finally, a difference can be observed between members of the same
houschold acting as an informal categiver and someone else acting as an
informal caregiver. Some of the costs associated with informal and formal
care will have to be paid by the patient and thus may be expected to be of
interest to members of the same household in case of a shared budget. Other
informal caregivers may consider only the costs and effects that they will
incur themselves. These two groups will not be consequently disentangled in
the following discussion, but it is assumed to be obvious for the reader when
to make this distinction.
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The chotce between formal and informal care

If a person decides to become an informal caregiver, it is clear from a
revealed preference viewpoint that given fhe circumistances this is the utility
maximizing solution, becavse otherwise he would have chosen differently.
This means that if informal care is provided, the positive and negative sides
of infortnal care together yield more utility than the positive and negative
aspects of the alternative, formal care and both yield more utility than no care
at all. This will be the starting point for the discussion, but later we will
concentrate on the fact that real world citcumstances often limit
opportunities. From the starting point of the incidence of illness onward both
formal and informal care yield utility, because the alternative is no care at all.
Formal and informal cate may then be viewed as two distinct types of care by
both patients and caregivers. Both types of care and any combination of them
are associated with different time input, financial costs, and process utility
(providing care). An individual is supposed to be influenced by these aspects
of informal and formal care when striving towards an optimal formal-
informal care mix. Without trying to be complete, some of these positive and
negative sides of formal and informal care ate discussed below.

Informal care may involve hiring or buying certain attributes, such as buying
special beds and adapting one’s home, in order to facilitate the provision of
informal care (Glendinning, 1992). Travel costs may be important when an
informal caregiver does not live nearby, Hiring formal care may be costly as
well, since the related costs may often not be entirely refunded by social or
private insurance. Travel costs can also be of importance for formal care, for
instance when visiting an institutionalized patient.

A major input in the treatment of the patient of an informal caregiver is time.
The time allocated to informal care may otherwise have been invested in paid
or unpaid work and/or leisure. The oppottunity costs of time invested in
informal care are equal to the valuation of alternative activities during that
time, because it is the time use that is valued by persons, not time as such
(Layard and Walters, 1978). The opportunity costs of this time-input are
expected to differ between formal and informal care, since the amount of
time invested by informal caregivers in either case is bound to differ. The
valuation of this time-input in a cost-effectiveness analysis is discussed later,
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Providing informal care may affect the wellbeing of the informal caregiver
since it involves all kinds of pleasant and unpleasant activities. Cleaning up
after the patient has been sick, waking up in the middle of the night because
the patient needs attention etc., may have negative effects on the caregivet’s
utility. Positive effects are derived from being close to the patient, being able
to take care of him or her, enjoying certain caregiving activities etc. These
positive and negative sides to informal care have been discussed extensively
by Wright (1987). These effects are closely related to the caregiving activities
that replace normal activities, as we will discuss in section 7.3.

There will also be direct effects of formal care on the wellbeing of the relative
or friend. When institutionalization is the alternative of informal care, the
absence of the patient may have great impact on the wellbeing of the
potential caregiver. This impact becomes even greater when the patient
prefers to be cared for at home, since the wellbeing of the patient is assumed
to be incorporated in the utlity function of the relative or friend. When
formal care can be provided in the patient’s home, and the caregiver is part of
the same household, considerations of privacy and discomfort of having a
strange caregiver in the house may also influence the exact mix of formal and
informal care.

Individual choice nnder ideal circumisiances

In choosing between formal and informal care, the numerous aspects
mentioned above may all enter the utility function of the potential caregiver
and may all be considered to influence the final decision. The approach
chosen here is to compare the utility from provision of informal care as such
to that of hiring formal care. The total costs and benefits attached to formal
and informal care may be considered. By taking into account all costs and
effects of both types of care, the optimal mix of formal and informal cate
may be found.

In the most simple case, formal and informal care may be seen as perfect
substitutes. Then, for a potential informal caregiver with paid work, in a
Gronau household production model the optimal spending of time may be
denoted as:

(1) U=U{Z + 22,2
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in which U represents the utility of the potential informal caregiver, which is
dependent on four endproducts: formal care (Zy) putchased for one’s partner,
informal care (Z}), leisure (Z) and other consumption (Z). Note that the
formal and mformal care is used to care for the partner or friend of this
person. The substitutability of formal and informal care is formulated by
making utility dependent on the sum of Z,and Z;

Further, we will assume informal care (Z) to be equal to time spent on
informal care, t, thus:

(2 Z=r,

formal care (2} is equal to the amount of formal care, F, puchased:
(3)2;=F

leisure (Z)} is equal to all time not spent on paid work or informal care (t):
®HZ=1

and other consumption (4. is equal to the amount of other goods, C,
purchased:

®)Z.=¢C

All the available funds, partly earned by performing paid labor and partly
other (non-labor) income (Y), will be spent on formal care and other
consumption, so the budget restriction is:

© pF +pL= LW +Y,

in which p;is the price of formal care per unit, p_ is the price per unit of other

consumption goods, t, is the amount of hours spent on paid work and W is
the wage rate. Furthermote, the total amount of time is restricted:

MT=y+5+¢,

Equations (6) and (7) may be rewritten to the total income equation:
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(8) WT = pF + p.C + Wi, + W,
Using a Langrange function, optimal time spending holds when:
) Max Z=UF + t,C, t) + u[WT - pF - p.C - Wt, - W]

From this one may derive the substitution rate between informal and formal
care:

9z U
(10) 57 =5 +uW=0
Jz _ U

U
i W
120 20 = —
19 234 =
JF

Marginal substitution rate between providing informal care and purchasing
formal care should therefore be equal to the price relation.

Of course, even in a textbook situation, the point at which one substitutes
inforinal care by formal care will differ among petsons and illnesses. Informal
care may almost always yield more utility for some persons, while for others
hiring formal care will be preferable at almost every point. Especially when
the potential caregiver has a paid job, it may be difficult to be absent for a
longer period, and thus formal care may be preferred relatively soon. Note
that if a higher educated (and higher paid) person provides substantial
amounts of informal care, revealed preference may indicate that the
productivity of this person is high not only in the marketplace, but also at
home. Empirical studies on the choice of informal caregivers are very scarce.
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The amount of care a patient needs per day or week is of great impottance.
The utility derived from formal and informal care may shift over time. After
having given informal care for several months, an informal caregiver might
value formal care higher as compared with when he had just begun providing
informal care (burn-out). This time effect on the formal-informal care
decision would be extremely interesting to explore further in empirical work
as well,

Real life restrictions on optimal choice

The rational and ‘unrestricted’ optimalization behaviot, as described above,
will not be found in everyday circumstances. Here, we consider the
impottance of real-life restrictions on the optimal choice as described above.
One complicating factor in real life is uncertainty. When deciding between
formal and informal care, it may be unclear how long care is needed and thus
the decision whether or not to engage in informal care is made under
uncertainty. Such a decision under uncertainty may perhaps be pictured better
through a simple decision tree in which the potential informal caregiver is
unaware of the length of the care period. In figure 7.1 an example of a
decision tree (or game tree) is provided for an informal caregiver. We will
assume that the person in this example would prefer to provide informal care
in case of a short period of illness and to hire formal care in case of a longer

period of illness.

Inf 2

I
For 3

p” L
N

1-pNS Inf 4

I
““ For 1

Figure 7.1: Excaniple of a decision Iree for an informal cargiver.

'This decision tree has subjective, exemplary values that show the utility pay-
off of each choice of the potential caregiver. The individual I has to decide
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whether or not to give informal care, without knowing whether the patient
will be ill for a long (1) ot a shott period (S), which is decided by nature (N).
The dotted lines indicate that the individual is unaware of his or her position
in the decision tree. A lengthy illness has a chance of p, a shott one a chance
of 1-p. Depending on the length of the illness informal care or formal care
may be the best solution, A lengthy illness might cause considerable distress
for the informal caregiver (for instance reduced performance on paid work).
However, a short period of informal care may be preferred over a short
period of formal care, because of relational aspects, for instance. Under such
conditions a person again will try to consider all costs and effects, and in this
example the informal caregiver will perform informal care if he believes that
the chance of long illness is less than 0.75'. Such decisions under uncertainty
may occur frequently; therefore, observed behavior does not have to be the
result of optimalization with perfect information, but based on befigfi of the
informal caregiver. |

Another problem is the substitution of formal care by informal care. Eatlier
we made the assumption that informal caregiving can be substituted with
formal care at any point. However, this may not always be possible in reality
and the decision sometimes is more or less a ‘to care or not to care’ decision
(Wright, 1987). For instance, if the only reasonable alternative for extensive
informal care involves institutionalization of a patient, the informal caregiver
has to decide which alternative yields the highest utility ot the lowest disutility.
In general, discrete or lumpy’ decisions about the number of hours spent on
infortnal care and/ot formal cate are common and may be modeled in a more
formal analysis, which goes beyond the scope of this chapter.

It may also be the case that only a limited amount of formal care can be hired,
when insurance does not cover certain types of formal care and the household
budget does not allow for it to be paid out of pocket. The choice for informal
care can also be a result from, for the informal caregiver exogenous, supply
restrictions for formal care. When budgets ate cut by governments, formal
care may be rationed in order to provide a maximum amount of people with a
minimum of care per patient. The remaining need for cate will then have to

' Expected utility from choosing informal care: 2p + 4(1-p)
Expected utility from choosing formal care: 3p + (1-p)
Indifference when 2p +4-dp=3p+1-p
o 2p+d=2p+1
= 4p =-3 thus p=075
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be hired privately (if possible), or informal care has to be provided from that
point onward.

Informal caregivers may not always be able to provide all the care they would
want to. In that case, informal and formal care are complementary rather than
substitutes, For instance, if an elderly woman takes care of her sick husband,
she may be unable to perform physically demanding caregiving tasks, such as
bathing her husband. This kind of caregiving task may then be performed by a
formal caregiver, while she herself engages in the remaining caregiving
activities.

Finally, the preferences of the patient can influence the decision of the
caregiver. How does the patient’s utility interact with the caregiver’s utility?
Often it is just assumed that patients’ utility is incorporated in the utility
function of the informal caregiver (which naturally may be cortrect); however,
it would be interesting to see exactly how these two quantities interact. It is
recotnmended hete that all of the aspects mentioned above be investigated
farther empirically, since little empirical work on many of these issues is
available. In Table 7.1 the main arguments entering the caregivers utility
function and important restrictions are summarized.

Costs and Health/\Welfare Effects
Forual Care: Costs:  Travel costs if patient is institutionalized, costs of hiring formal
care (if not totally refunded),time costs
Lffects: Privacy, absence of patient in case of institutionalisation,
patient’s utility (preferences)

Informaf Care: . Costs:  Travel costs, costs of home-adaptations and consumer durables,
time costs (giving up paid work, unpaid work and/or leisure)
Iiffects: Performing tasks that are unpleasant or at awkward times {e.g. at
night}, fatigue, patient’s utility {preferences)

Important Restrictions
Formal Care: uncertainty (e.g about length of illness), budget restrictions, external
restrictions on amount of formal care, sometimes formal-informal mix not
possible, e.g. when institutionalisation is only altecnative.

Informal Care: . uncertainty (e.g. about length of illness, progression in care-intensity),
physical restrictions to perform all caregiving tasks, sometimes formal-
informal mix not possible,

Table 7.1: Summary individual choice
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7.3 Societal valuation of time invested in informal care

The valuation of time input of informal caregivers is rather difficult, especially
since some of the activities performed are associated with intangible effects
like fatigue. The valuation of these effects will also be discussed in this
section, First, we will discuss well-known valuation methods of time of
informal caregivers. Then we will present an alternative valuation method of
time invested in informal cate. Finally, the incorporation of the results in a
cost-effectiveness analysis is discussed.

Time: amonni and valnation

Time spent on giving informal care is a resource invested by family and
friends and should therefore be valued in an economic evaluation. Two main
problems can be detected when trying to incorporate time costs into CEA:
the amount and the value of time. The first problem is assessing the exact
quantity of time spent on informal caregiving., During the time providing
informal care, many normal activities often can continue as usual. Thus joint-
production occurs, as in the case of surveillance (Busschbach et al,, 1998). It
may also prove to be difficult to separate noral activities from caregiving
activities, Preparing and serving a meal is often considered a normal task;
however, helping someone to eat, in most cases is not. These problems may
be solved by using a structured interview or questionnaire asking specifically
about loss of normal time use on paid work, unpaid work and leisure
(Busschbach et al., 1998).

The second problem is the valuation of the time input into informal care.
Several approaches are possible: the market price method, the opportunity
costs method and contingent valuation.

In the market price method, the time input of informal caregivers is valued at
its market price. This market price is mostly equal to the costs of hiring a
professional caregiver to perform the caregiving activities (Rutten et al,, 1993),
This method can be seen as a valuation method of output rather than of input
(Posnett and Jan, 1996), since the output of informal care is valued at a price
equal to that of formal care. The most important objection against valuing
mformal care with this practical method is that the value that is ultimately
attached to informal care may have little or no relation to the amount and
value of the inputs sacrified in informal cate (the opportunity costs of inputs).
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The second way to value informal care is to look for the opportunity costs of
the time spent on informal care, which involves the valuation of input
(Posnett and Jan, 1996). These opportunity costs are set equal to the value of
the best alternative use of time by the informal categiver. The best alternative
use is assumed here to be the normal use of time, following a revealed
preference viewpoint (which is questionable, but alternatives are not easy to
find). This opportunity costs approach is often recommended to be used in
economic evaluations (Gold et al,, 1996). Generally, this valuatdon method
considers lost working time by taking the wage rate. Although this valuation
method is widely accepted, it should be noticed that it ignores any
nonmonetary utility that may be derived from working. The valuation of time
otherwise spent on leisure activities or unpaid work is more difficult (Gold et
al.,, 1996; Smith and Wright, 1994). One method to value unpaid working time
is to use the wage rate that a person receives when working for pay, or a
similar person receives as wage (Gold et al, 1996; Posnett and Jan, 1996).
Wage rates serve here as a lower bound estimate of full opportunity costs
(Gold et al., 1996). The reasoning behind this is that if full opportunity costs
would be below the level of the wage rate, the person would have worked for
pay instead of engaging in such unpaid activides as home production,
However, exactly how the wage rate relates to the gain from unpaid activities
is unclear. Although it is sometimes assumed to be ‘close enough to the real
opportunity costs’ (Gold et al, 1996), the empirical evidence for this
assumption is lacking, especially for people who are restricted in their choice
by the labor market situation or by petsonal, institutional or other factors.

Leisure time is sometitmes completely ignored in economic evaluations.
Although appealing, adjustment of wage rates to setve as a proxy for
opportunity costs of leisure time is rather difficult. In transport appraisals
leisure time was valued at 40% and later at 24.7% of working time (Smith and
Wright, 1994). One may argue that this seems an underestimation of the value
of leisure time because a substantial proportion of the work force is engaged
in part time work, trading paid work for leisure. Also, if one bases the
valuation on microeconomic models of time allocation, as Posnett and Jan
(1996) elegantly do, one would expect a valuation of leisure time equal to (or
higher than) the marginal valuation of wotking time.

Although the oppottunity cost method is theoretically the most appealing, its
translation into practical guidelines necessarily seems to involve somewhat
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arbitrary and difficult decisions to find monetary values for time uses that
cannot be expressed in monetary terms easily. An opportunity cost-based
method is sought that would try to avoid an arbitrary monetary valuation of
unpaid working time and leisure time, yet would give practical and applicable
solutions.

Another possible option is contingent valuation. In such a method, one can
ask informal caregivers or the general public to assess their willingness to pay
for no longer having to perform informal care activities or their willingness to
accept having to perform them. This would provide an overall estimation of
the costs of informal care, but theoretically only time aspects can be focused
on as well. Although this method is appealing, there are concerns about the
validity and consistency of the valuations provided. Apart from concerns
about the operationalization of such methods (information dissemination,
type of question used and framing bias) there are also concerns on the validity
of the actual answer, even if operationalization wetre petfect. Would the
willingness-to-pay amount actually be paid if the situation described occutred?
There may be strategic behaviour by the respondents, but also one might
question whether people are capable of validly valuing something as complex
as Informal care.

If we look at two important publications on the methodology of cost-
effectiveness analysis, i.e., that of Gold et al. (1996) and that of Drummond et
al. (1997), both publications offer little practical guidance as to how informal
care should be valued. Drummond and colleagues (1997, page 86) mention
that ‘in general the valuation of this raises the same issues as the valuation of
patients’ time’ and they recommend for patient time the use of gross salary
when absent from work and that ‘different assumptions can be made about
the opportunity costs of leisure time’. These recommendations are very similar
to those of the U.S. Panel on Cost-Effectiveness in Health and Medicine.
They state that the time of informal caregivers can be valued by using ‘its
market or reservation price, similar to the methods suggested for valuing time
of housewives and househusbands’. (Gold et al.,, 1996, page 203) However,
neither offers a method of adjusting wage rates for time spent on unpaid work
or leisure,

Valuing time spent on informal care: an alternative approach
Here we will present an approach that was initially aimed at establishing time
costs of patients, however, the approach can also be used to value time of
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informal caregivers (sce chapter 3). In three brief sections, valuation of paid
work time, unpaid work time and leisute are discussed.

Paid work: When the caregiver gives up paid labor time, this time input can be
valued with a method like the friction cost method (Koopmanschap et al,
1995; Johannesson and Karlsson, 1997; Koopmanschap et al., 1997), In the
context of this chapter a thorough discussion of the fricdon cost methed is
not feasible. The friction cost method measures production losses due to
absence from a societal viewpoint. It recognizes possibilities to replace a
person who gives up paid work time in order to provide informal care. Lost
utility because of lost role functioning in a paid job may be captured in terms
of quality-of-life. Incorporating lost income in quality of life measurement is
not considered a valid method, since the relationship between productivity,
income and quality of life is quite arbitrary (Brouwer et al., 1997a; Weinstein et
al.,, 1997; Brouwer et al., 1997b).

Unpaid work: Unpaid work is seen as yielding two types of utility: process
utility and product utility. Product utility is utility gained from the output of
home production, the produced items themselves (as may be produced by 2
professional housekeeper). The productive value (product utility} of home
production may best be estimated by taking the wage rate of a professional
housekeeper. Future research may be aimed at ivestigating the possibility of
replacement of unpaid work. Process utility is the utility gained from the
process of performing the tasks yourself. Especially since home production
may involve aspects such as raising children, the ‘production-process’ may in
itself yield a considerable amount of utlity. A good estimation of the
opportunity costs of this aspect of unpaid work seems essential. In our
opinion this utility may best be measured in terms of quality of life. This
should ensure a true estimation of the impact involved, and avoid the use of
an arbitrary monetary estimation of the opportunity costs involved. In for
instance the BuroQol/EQ-5D, a standard classification instrument, this
aspect already has been captured (for patient time), albeit not in the most
sophisticated manner perhaps. This shows that there seems to be some
consensus that this part of home production is related to ‘home role
functioning’ and therefore should be captuted in quality of life.

Leisure time: Leisure time contributes positively to one’s quality of life and may
be valued highly by persons engaged in informal care. Leisure time may
relatively often be sacrificed when elderly retited persons are involved in
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caregiving (Wright, 1987). However, to capture this loss in quality of life in a
monetary amount seems difficult, if not impossible. Therefore, we propose to
value lost leisure time through quality of life and not monetarily. Again, in
many quality-of-life instrutnents (e.g. EuroQol/EQ-5D), the ability to engage
in leisure activities is already included as an aspect of quality of life,
Johannesson (1997) also feels that it ‘seems reasonable to assume that
individuals take into account the change in leisure in assessments of quality
weights...”

Quality-of-fife  effects  of caregiving  activities:  When using a  quality-of-life
questionnaire, the quality of life of informal caregivers may be assessed while
also considering the impact on quality of life of the caregiving activities they
perform. It seems useful to incorporate these effects of informal care on the
informal caregiver in the analysis in terms of quality of life. Other valuation
methods are dependent on an often arbitrary, monetary valuation of these
‘intangible effects’ such as the disutility from having to perform activities that
are unpleasant. It would be practical to combine all effects on quality of life in
one measurement method, {.e., one questionnaite.

For instance Drummond et al. (1991) and Mohide et al. (1988} have already
performed some work in this area. Drummond and colleagues evaluated a
support program for caregivers of demented elderly. The fact that relatively
large changes in the quality of life of caregivers were found in their study
provokes the question of why caregiver quality of life is not measured as a
normal part of CEA when informal care is significantly present. This would
give explicit attention to significant quality of life changes of caregivers rather
than making them a patt of total costs. The above described method would
make such a shift from costs of informal care to effects on caregivers possible
without double-counting. Mohide et al. (1988) used the time trade-off
technique to assess well being of family caregivers. They found that this
method, normally used to assess patient quality of life, appeared to be feasible,
reliable, valid, and responsive to change. Therefore, the quality of life of
caregivers seems to change due to caregiving and it seems possible to measure
this change in a valid way.

Tncorporation of resulls in the analysis

The change in quality of life of caregivers due to the caregiving activities
should in principle be measured in an economic evaluation such as a cost-
effectiveness analysis. One might argue that the incorporation of informal
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caregivers’ effects in an analysis in terms of quality of life is closer to the
concept of taking the societal perspective than to ‘force’ these effects into the
cost-side of the analysis. The U.S. Panel on Cost-Effectiveness in Health and
Medicine also mentions that the ‘societal perspective prescribes that
consequences for all affected persons should be included in the analysis’ and
encourages analysts ‘to think broadly about the people affected by the
intervention and begin to include health related quality of life effects of
significant others in sensitivity analyses when they are important’ (Gold et al,,
1996, page 67). Of course, the U.S. panel seems to refer to ‘family effects’, i.e.
effects of the outcomes of an intervention on family and friends, rather than
to the effects on family and friends providing inputs in the intervention itself.
Howevet, since the efforts of informal caregivers can be seen as inputs to the
intervention Itself, it seems even more appropriate to incotporate their quality
of life changes in the analysis. Nonetheless, the distinction between effects
from such input and those from the disease or the intervention should be
noted. Here, only the main focus is on effects from providing informal care,
Patker for instance states:

‘I have Iried to rafse in readers’ minds some donbts about the advisability of measuring the
qualify of life of any single individual, withont also laking into acconnt the quality of life of
these who support and care for hiws or her” (Parker, 1990, page 127)

Parker seems to imply that she wants to measure both ‘family effects’ and
informal cate-effects in terms of quality of life, which is a broader view of
caregiver quality of life than the one discussed here. Similatly, Baldwin and
Gerard (1990, page 145) indicate that in families caring for mentally
handicapped children the costs attached to this care

“..are significant and diverse, potentially affecting the quality of life of all members of the
Samify.

And
“in order fully 1o evaluate the effects of respite care it is necessary fo _face up to the difficnlt
task of trading off gains and losses in the quality of life of different family members. (page
146)

In some instances, such as informal care for a patient with Alzheimer’s disease
patient who alteady suffers from significant cognitive deterioration, one might
consider the caregivers’ quality of life to be just as or even more important as
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that of the patient perhaps. Incorporating these effects in tetms of quality of
life ensures that the #mpact on caregivers will receive explicit attention. By
incorporating these effects in monetaty terms, this attention will probably be
less explicit and the estimations of the impact may be less accurate. From a
societal perspective, it is unclear why a quality of life change of a caregiver
should have less explicit attention than that of a patient. As mentioned eatlier,
caregivers’ quality of life has been measured in eatlier studies and used for a
cost-effectiveness analysis (Drummond et al,, 1991), but according to out
knowledge never combined with patient quality of life. This should not be
surprising, since the denominator of the cost-effectiveness ratio is exclusively
reserved for bealth-related quality of life, whereas the caregivers’ quality of life-
change can be considered to be more care-refated.

This issue is somewhat dependent on the questionnaire used. For instance, if
only a BuroQol/EQ-5D questionnaire were used, with the explicit notion that
the respondent should incorporate changes due to providing informal care,
one might conclude that only health-related quality of life changes are
measured, since that is the aim of the EuroQol/EQ-5D insttument.
Influences on the mental and physical health of the categiver and on his or
her social activities may then be considered as changes in health-related quality
of life and balanced with that of the patient, However, this health-related
quality of life change of the caregiver is not norally incorporated in a cost-
effectiveness analysis.

On the other hand, by specifically considering informal care activities one
might argue that the quality of life impact registered then is cate-related rather
than health-related. The obvious advantage is that such instruments may be
more sensitive. To combine patient and caregiver effects in the cost-
effectiveness ratio when quality of life tneasutement is more cate-related will
ultimately lead to optimalization of health-related and care-related quality of
life. Though this may have certain advantages, it is unclear whether such a
change is to be considered an improvement or a degradation of cost-
effectiveness analysis. To use multicriteria analysis for studies in which
informal care plays a significant role seems a compromise between ignoring
caregiver effects and ‘just’ combining them with health related patient quality
of life. Also, using the pro memory informal caregiver quality of life change in
the sensitivity analysis as suggested by the U.S, Panecl may be considered a
useful method of incorporating the results in the analysis. Aggregation of
caregiver and patient quality of life, especially when measured with different
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instruments, of course raises numerous questions of how this should be
operationalized in a valid manner,

At this point, measuring informal caregivers’ quality of life and developing and
validating questionnaires to do so, is recommended here. It seems an
appropriate tool o use in studies in which informal care plays an important
role. Future research may also be aimed at finding ways to balance caregiver

and patient quality of life.

7.4 Discussion

More empirical research on the individual’s decision to engage in informal
care 1s needed to increase our knowledge on this subject. In such research, not
only actual informal caregivers should be interviewed, but also potental
informal caregivers who have decided to hire formal care. In this way we can
attempt to estimate the utility functions underlying their decisions, taking into
account real-life restrictions and perhaps design support programs that would
reduce the strain on informal caregivers. This would ensure a maximum use of
the possibilides for substituting expensive institational care for home care,
which may reduce costs and improve the quality of life both for informal
caregivers and patients.

Volunteers, people engaged in caregiving in their leisure time, form a specific
group of informal caregivers. They have incorporated caregiving willingly and
freely into their normal activities. Therefore, in a revealed preference
framework one may argue that they do not give up a better activity for
caregiving from their individual perspective, but choose to perform care tasks
as the best possible use for part of their leisure time. In that respect, no
individnal opportunity costs from caregiving may be incurred. However, one
might claim that volunteers who would not care for these patients would free
resources, 1e. time, for other alternative uses (like caring for other patients),
and thus volunteer care does lead to opportunity costs from a societal
perspective. Which of these approaches is considered most appropriate
remains unclear.

The societal valuation of informal care proves a difficult subject. The
alternative method presented here is believed to be a first step towards a
reliable estimation of the total opportunity costs involved. This method
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should be developed further by constructing internationally applicable
questionnaires or techniques in which all aspects mentioned can be
incorporated. Existing questionnaires, such as the Cargiver Quality of Life
Instrument used by Drummond et al. (1991}, the Time Trade Off-technique
used by Mohide et al. (1988), the Caregiver Hassle Seale (Kinney and Stephens,
1989) and The Burden Interview (Zarit et al., 1980), should be exatnined for their
appropriateness to use together with the costing principles discussed. Further
research may also be conducted in otder to investigate the desirability to
incorporate caregivers’ quality of life into the effect side of the cost-
effectiveness rado. Untl better solutions are available, a mult criteria
approach or incorporating results in the sensitivity analysis seems most
appropriate for studies in which informal care is important. Especially now
that drugs are becoming available for patients with diseases often associated
with a considerable amount of informal care, such as Alzheimer’s disease and
schizophrenia, the valuation of time of informal caregivers becomes more
important. Therefore, it seems useful to further investigate the proposal
discussed in this chapter in order to ensure a good estimation of the true
societal impact of informal care,
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8. Priority care for employees:
a blessing in disguise?

Surnmary

This chapler discusses the efficiency and eqnity effects of priority care for employees. Recent
privatization of workers” compensation insurance in the Netherlands caused an increasing
tension between prblic responsibility for bealth care cost containment and private
responsibility for sick pay. As a result of strict supply side regulation, waiting Ists
increased while at the samie time employers became filly responsible jor sick pay. To
redice sick pay and production losses, emiployers are prepared fo pay for priovity care by
using available excess capacity. We argue that the criteria of Pareto and Rawls can
provide a ralionale for the resulting differential treatmient of eniployees and non-ensployees.
However, such a justification crocially depends on weights society assigns to absolufe
versuis relative imyprovements in access fo healtl care.

8.1 Introduction

In many countries waiting lists in health care are an important issue, because
cost-containment and regulation result in rationing of health services.
Although waiting lists may have a use in terms of selection and
prioritization, waiting for an obviously necessary intervention is often
perceived as undesirable. Loss of quality of life due to waiting, having to
undergo additional treatnent and deterioration of health while waiting are
all arguments to advocate a minimal waiting time. Many countries have
experimented to reduce waiting lists without relaxing the control of overall
(public) expenditures, but many of them failed (Hanning, 1996; Newton et
al., 1995).

A solution to reduce waiting time which may be considered is to attract
extra funding for health care, specifically aimed at treating certain groups of
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patients with priority. In the Netherlands this was operationalised by
starting initiatives to treat employees of certain firms (who were willing to
pay for this) more swiftly than normal. By treating employees outside
normal working hours of hospitals, waiting lists wete avoided and a quick
recovery and return to work was assured.

Important to notice is that in the Netherlands uniform treatment of all
(regardless of socio-economic status) is a broadly accepted principle of
equity in health care. Therefore, initiatives that seem to undertnine this
principle are bound to receive a lot of criticism on equity grounds. In
other countries with a latgely publicly financed health care system the
egalitarian principle is less strictly applied. For instance in the UK the
differences in treatment (especially in waiting time) between privately
insured and patients fully dependent on the National Health Service
(NHS) is quite common. At least at the practical level, a two-tier system is
accepted there, perhaps partly to decrease the pressure on the NHS by
providing some with other sources of care. Since the UK-system is largely
tax-funded, people treated in private hospitals have to pay their full share
to the NHS and on top of that the costs of private treatment (or an
insurance covering private insurance). In this way at least equity on the
finance-side is assured.

In this chapter we will discuss the ongoing debate in the Netherlands,
mvestigating the motives for priority care for employees and the responses
from different organizations. Also, we will investigate whether giving
prority in care on other grounds than medical need may be justified under
certain conditions. Finally, we will discuss whether or not priority care for
employees might constitute a blessing in disguise.

8.2 The Dutch discussion

The Dutch government has focused a lot of attention on reducing absence
from work due to illness in the early 90’s. The aim of the government was
to decentralize the responsibility of sickpay in order to provide companies
with direct financial incentives to reduce absence as much as possible. In
two steps the government introduced a radical privatization of social
workers’ compensation insurance. In 1994 the responsibility to continue
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payment during the first 2 or 6 weeks of absence (depending on the size of
a firm) was transferred from social insurance to individual companies, by
introducing a law which legally binds firms to pay sick employees (the
WULBZ). This change had potentially major financial consequences for
individual firms, especially for smaller ones, Therefore, it was not surprising
that many investigations showed a significant decrease in absence rates
between 1993 and 1994, from about 7% to about 5,5% (CISV, 1995a).
Hence, the transfer of financial risk to the individual firms had an important
impact on absence. In 1996 the individual firm’s responsibility for sick pay
was expanded from 2 or 6 weeks to one year. Again, the Dutch Central
Bureau of Statistics found a decreasc in absence rates, although less
dramatic, from 5.5% in 1995 to 5.1% in 1996 (CBS, 1997).

In search to further reduce absence from work, firms stumbled upon
waiting titme for medical care. In the Netherlands waiting for treatment by a
specialist is quite common. To give an indication of average waiting time for
different specialties, both for inpatient and outpatient care, Table 8.1
presents the results from the Health Interview Survey 1993/1995
performed by the Dutch CBS (Swinkels, 1996).

Specialist Average  waiting  Acceptable maxivnn

timie in days waifing tinse (indicated
by patients)

Gynaecologist 51.8 41.7

Orthopedist 66.5 230

Eye doctor 88.5 306

Neurologist 40.1 11.2

Psychiatrist 57.4 234

ENT-specialist { 50.6 289

General surgeon | 59.6 23.8

Plastic surgeon | 140.1 55.5

Total 58.3 24.2

Table 8.1: Waiting tinre in the Netherlands; real and acceptable

As is shown in Table 8.1, on average patients had to wait 58 days before
they received proper treatment. In Dutch society this is widely considered a




Time and time costs in econonic evaluation: taking a societal perspective 112

long time and patients in a survey indicate that the waiting period exceeds
the acceptable maximum waiting time by a factor 2.5 on average for all
these specialties.

The excessive waiting periods cause a tension between the private
responsibility of firms for continuation of sick pay and the public
responsibility of providing health care for all Although the Dutch
government chose to privatize social workers’ compensation insurance, the
health care sector is still very much centrally organized. With macro-budgets
for health care, supply is restricted in order to control expenses. Hospital
supply is restricted by capacity regulation, by regulation of the number and
type of medical specialists and by annual budgets for hospitals’ operating
expenses. One of the consequences of these regulations are waiting lists;
hospitals cannot provide everybody swiftly with the appropriate care
because their budget constraints do not allow them to operate at full
capacity. At present there is substantial amount of unused capacity in the
hospital sector.

The increasing tension between private and public reponsibilities for
health care costs brought on a renewed discussion about waiting lists.
Some employers, insurets and hospitals have joined forces to create a so-
called ‘employee-clinics’. These clinics are aimed at providing priority cate
for employees in order to facilitate a swift return to work. Care provided
by these clinics is produced by using formerly unused hospital capacity
(weekends, evenings) and paid for directly by the employers. In first
instance, the Dutch Minister of Health, Minister Borst, seemed to
cautiously support these activities in the short run, although she
announced that a more permanent viewpoint would follow. Surprisingly,
the permanent government stance turned out to be a total rejection of the
initiatives to start employee-clinics. The Minister stated that priotity cate
for employees violates the principle of equal treatment for all and that
prioritization should be based solely on medical need. The debate
concentrated on the position of non-employees, Opponents of employee-
clinics claimed that it would be unethical for non-employees to have to
wait longer than employees and that this group would be disadvantaged
by employee-clinics. 'The majority of the political parties also opposed
explicit priority care for employees, supporting the government’s stance
that any difference in medical treatment between employees and non-
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employees is unacceptable. To alleviate the pressure from firms, unions,
employer organizations and some hospitals in favor of introducing
employee-clinics, the povernment decided to invest 50 million guilders to
reduce waiting time in 1997, Howevet, examples from othet countries
suggest that such investments yield results that are rather disappointing
(Hanning, 1996; Newton et al, 1995). Awarding hospitals who have long
waiting lists may even constitute a perverse incentive, creating rather than
solving waiting lists. For example, the director of a large general hospital
frankly admitted that medicai specialists in his hospital approached him
with the question whether they should increase their waiting lists in order
to capture a part of the extra budget of 50 million for the reduction of
waiting time.

To reduce waiting time for all, and to relieve some of the pressure to
introduce employee-clinics, other solutions were put forward, such as the
introduction of uniform categorisation of (severity of) diseases and a better
provision of information about waiting lists and waiting time in different
hospitals, to GP’s and patients. Uniform categorisation of diseases across
hospitals and specialists should ensure that waiting lists in different settings
for a specific treatment may be compared. This could enhance the
possibiliies of treating the most severe patients first. Better public
availability of information on waiting lists in different hospitals may enhance
swifter treatment. At present, it may occur that in one hospital the opetating
room Is empty, while in another people are queuing to ‘get in’. Although
these measures may be useful in reducing the variance in waiting timne, it is
questionable whether they will substantially reduce average waiting time.

As long as waiting time remains excessive, it is obvious that cost conscious
firms will try to avoid to have employees on waiting lists, This pressure will
lead to dlegal or unwanted priority care for employees within regular hours,
thereby increasing waiting time for others. Also, the increasing possibilities
to be treated in other countries may be used and private clinics (which the
Minister of Health effectively wants to ban as well) may focus on quick care
for employees. In the latter cases, the public health care sector does not
benefit from the additional funds.
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8.3 Who are affected by employee-clinics?

In this section we will discuss the consequences of employee-clinics for all
affected partices.

Employees

For employees the introduction of employee-clinics will mean that if their
employer is willing to ‘join’ an employee-clinic, they will receive care more
swiftly than before. They can use the care facilities their employer has
purchased. Since the care will be provided by professionals, in a normal
medical facility, the quality of priority care is expected to be similar to
regular care. Since most will prefer swift care over slow care, i.c. a short
waiting time over a longer one, it seems safe to say that employees will
benefit from the introduction of employee-clinics. Of course, a necessary
condition is that the employee will have to keep a final say in how he or she
wishes to be treated, together with his or her general practitioner. This
condition will ensure that although employers and company physicians may
press for quicker care (which in many cases will have the preference of the
patient as well), the employee must be in control over the type of care he
receives and prefers in specific cases.

Ewployers

Since employers bear the additional costs of replacing a sick worker or of
production losses, they will try to limit these costs. If the costs of priority
care in an employee-clinic is less than the costs related to the absence of the
sick workers an employer will probably be interested in paying for priority
care, This will reduce his total costs by ensuring a swift return to work. In
fact, the reduction of costs is an Important incentive for an employer (at
least a profit maximizing one) to consider paying money for a swift
treatment of one of his employees. That the potential of cost reduction is
large, may be illustrated by a calculation by the Netherlands Hospital
Institute (NZi, 1997). They estimated that an investment in reducing waiting
time of 175 million Dutch guilders would induce a savings in tettns of sick
pay of 1 billion Dutch guilders. This means that an improvement of the
employer’s position is not only possible by introducing employee-clinics,
but it seems an important basis for employers to be interested in employee-
clinics.
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For individual firms, the trade-off is easily calculated. Consider a typical
employee, producing an added value of 60,000 Dutch guilders annually and
working 220 days a year, five days a week. Per day this means an average
production value of about 275 guilders. If this employee has to wait for a
treatment by an orthopedist (66.5 days on average; see Table 8.1) this would
miean an estimated loss of 5/7%66.5 = 47.5 working days. The estimation of
total producton loss would be 47.5*275 = 13,062.50 Dutch guilders.
Obviously, by buying formerly unused capacity in a hospital to avoid
excessive waiting, huge savings can be established, even when employers
bear the full costs of priority care.

Note that this example does not consider possible compensation
mechanisms, like colleagues taking over some of the tasks of the absent
employee. This may cause production losses to be lower than calculated
here, especially for short absence spells. However, such compensating
mechanisms (working overtime or having an internal labor reserve) are
usually not without costs either.

Hospitals

For hospitals employee-clinics will offer the opportunity to differentiate and
create income beyond their strict budgets that are determined by the
government. Also, they will be able to use capacity that has been left unused
up till now. If the Dutch government would allow these hospitals and other
care-organizations to keep the money they earn this way, this will also mean
an improvement of the position of hospitals. Moreovet, a good registration
of waiting time should allow hospitals to prove the reduction in waiting
titne, not only of employees but also of non-employees. If hospitals fail to
demonstrate the improvement of the situation of both parties, government
may prohibit acquiring additional funds from priority cate.

Non-employees

The position of non-employees is the most controversial, Many authors
and organizations have claimed that they would be disadvantaged by
introducing  employee-clinics, since employees would be treated more
swiftly than non-employees. These opponents of employee-clinics purely
focus on the deterioration of the relative access to health services rather
than on actual access, since the worsening of the relative position is
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accompanied by an improvement of the absolute position of non-
employees. If employce-clinics would be allowed, some employees would
disappear from these regular waiting lists and would be treated in the
evening or in the weekends. Hence, regular waiting lists would shrink and
non-employees would receive care mote swiftly during regular hours than
before.

8.4 Employee-clinics and efficiency

To evaluate the efficiency of employee-clinics, the traditional welfare
cconomic criterion of Pareto may be applied. According to the Pareto-
criterion any allocation of goods is efficient if no re-allocation can make
somebody better off, without making somebody else worse off. If this point
is reached the position is called Pareto-optimal. Changes in society can also
be judged by using this criterion, since it is possible to look whether a
change makes people better or worse off,

‘This may be illustrated by a simple example. Consider thtee possible
allocations of goods in society (represented here as one number) as shown
in Table 8.2, We will assume, for sake of simplicity, that interpersonal utility
comparisons are possible and that utility derived from goods are equal to
the number of goods received.

Distributdon  Distribuion  Distribution

1 11 I
Group A i0 18 12
Group B 5 2 6

Table 8.2: Example of aflocations

All of the distributions in Table 8.2 may be Pareto optimal. The Parcto
critetion does not normatively appraise the initial distribution of goods, ie.
the distribution of wealth at the point of consideration is taken as a fact and
not questioned. So, even though distribution II in Table 8.2 may be
considered inequitable, it still is Pareto-optimal if redistribution of goods
from the rich to the poor would make those rich wotse off. Sen (1970)
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states: ‘In short, a society ot an economy can be Pareto-optimal and still be
perfectly disgusting’. Therefore, when appraising changes, the starting point
is crucial, but not subject to any normative valuation. Changes from one
distribution to another may be evaluated by the Pareto criterion.

Moving from distribution I to IT in Table 8.2, total wealth (A + B) increases,
however, group B is worse off (2 instead of 5 units) which is not Pareto-
optimal. Moving from II to III neither is Pareto-optimal as it makes group
A worse off, although the inequality decreases. Moving from I to III can be
considered Pareto-optimal, since both parties gain; no one is worse off.

The introduction of employee-clinics may be categorized as a Parefo-
optimal change. This is the case because both the employees and non-
employees will benefit from this introduction, since both groups will be
treated sooner because of the expansion of capacity. The fact that
employees will benefit more from such a movement than non-employees is
not relevant. As for the change from distribution I to III in Table 8.2, it
does not matter that group A gains 2 and group B gains 1, it only matters
that both gain (or for Pareto optimality that no one looses). Employee-
clinics may therefore be consideted to be an efficient way to invest in
health. This is especially true, since the rationale for employee-clinics is that
the costs for priority care ate less than the savings made on production
losses and/ot replacement costs incutred by firms. This rationale also
invalidates the objection that firms would increase their production costs
and therefore costs of priority care would finally be paid by employees and
non-employees themselves.

Nord (1990) ‘also investigated the benefits from giving priority care to
employees on sick-leave. He found that it indeed could be possible to
reduce waiting lists for all by giving priority to employees on sick-leave, by
re-allocating the production gains from reduced absence from work by
giving employees priority within normal working hours of the hospital, The
solution of creating additional supply by working overtime or by ‘buying
services from another hospital’ can also be ‘highly justified economically’
_(Nord, 1990). An important issue, also raised by Nord is whether increased
supply of health care will increase the demand for health cate. If increased
supply creates it’s own demand some of the positive effects from the initial
waiting time reduction may disappear because increased demand will
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increase waiting time. Nord feels that a ‘hospital should in principle make
up its mind as to whom an increase in supply is supposed to benefit’ In
other words, if the crteria for admission to a waiting list would remain
unchanged, an increase in effective and rewarded demand should not have
to occur. Hence, a uniform categorisation of diseases and severity and morte
comparative information about waiting lists is indispensable. If demand
indeed increases, the extent to which waiting lists and waiting time return to
their initial levels is determinant for whether the gains can cover the costs of
increased supply.

8.5 Employee-clinics and equity

Whether it could be considered equitable to give priority care to employees
is a much debated issue in the Netherlands. Many policymakers argue that
giving priority for other than medical reasons could not be tolerated because
it would create a two-tier system in health care. Some even consider
employee-clinics to be in conflict with the Dutch Constitution in which the
principle of nondiscrimination is included. In this section we will consider
whether an introduction of employee-clinics can be justified on equity
grounds and whether ‘problems of justice and fairness ... might be solved by
assuring that patt of the production gains were used to increase treatment
capacity to the benefit of non-sick-leave patients also” (Nord, 1990).

Rawls’ theory of justice

There is no positive general rule on what is just and what is not. Hence,
every justification of any change in society is a normative one. Even the
intetpretation of different theories of justice is not always straightforward.
Here we will use an important view that was put forward by John Rawls in
his Theoty of Justice (1971). Rawls argues that social contracts made under
the veil of ignorance may be considered just. Under the veil of ignorance
people are unaware of theit social status, capacities, place of bitth, et cetera.
Therefore, they will not act to enhance the wellbeing of one particular
group, namely the one to which they belong, as normally observed in
society, but they will enhance their wellbeing, not knowing to which group
in society they will belong. According to Rawls, people under the veil of
ignorance will judge different allocations of goods by the maximin-rule. This
tule means that people under the veil of ignorance try to maximize the
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position of the people who ate worst off in society. They will maximize the
wellbeing of people who have the minimum wellbeing. This risk-averse
behavior occurs because people under the veil of ignorance may still end up
in the group of people that are worst off in society.

Decision-making under the veil of ignorance may be illustrated by using the
different distributions in Table 8.2. Using the maximin criterion of Rawls
one would have to choose distribution III in this example. Then, the group
with least assets, group B, at least receives the maximum of the three
distributions possible, i.e. 6. Although under regulation I the difference
between the two groups is smallest and although under regulation II total
wealth is highest, the only criterion here is the position of group B, which
needs to be maximized.

If such a construction would be used to judge the desirability of introducing
employee-clinics, it seems obvious that if the non-employees can indeed
benefit from this introduction by a reduction of waiting time during regular
hours, then this would enhance their position. In terms of Table 8.2, this
could be illustrated by a movement from distribution I to distribution IIL.
The fact that employees (group A) benefit more from the introduction,
since their waiting time is reduced more, is not relevant here. Therefore,
using Rawls’ concept of justice, the introduction of employee-clinics may be
considered to be just.

One might argue that Parctian, Rawlsian and strict egalitarian approaches
ate rather extreme. In reality decision-makers might prefer trading-off equity
and efficiency. One possible way of doing so is to require employers to pay
an additional ‘solidarity surcharge’ directly to the hospital when using
employee-clinics (Brouwer et al,, 1996). The funds that are collected in this
way, could be used to reduce regular waiting time. Such a cross-subsidy
would improve the position of non-employees even further.

Rawls uses two principles in his theory of justice. The fitst principle states
that everyone should have equal rights to the highest degree of basic
freedom, while considering the same freedom for others. The second states
that inequalities must be beneficial to the worst off in society and that there
should be equality in opportunity (especially to reach higher public
positions). The first and the second principle are to be satisfied in a serial
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order, with the first principle prior to the second. If people have the same
basic rights, as we believe is reasonably satisfied in most Western countries,
then an increase in inequality can be justified when the worst off benefit
from it. Some authors claim that health care services belong in the group of
basic goods which should be distributed equally among all, or at least that
differences should based solely on medical need (Daniels, 1985; Seeverens,
1997; Oosterling-Schiereck and Dillmann, 1997). However, placing access
to health care services under the first principle without ever reaching the
second does not seem an appropriate interpretation of Rawls’ principles.
This holds because it totally ignores his struggle to avoid pure egalitarian
decision-making, which often denies people any improvement. If equality
(the first principle) is applied that strictly, then the second principle
becomes meaningless for all decisions about (te-} allocation of health care
resources (Brouwer et al,, 1997¢). Folland (1990) criticizes the proposition
of Daniels (1985) that health care should be distributed on the basis of
medical need solely. Needs ate not uniform and some ‘objective’ ranking of
needs of different persons has to be found. Moreover, according to Folland,
equal opportunity for all is not only achieved by providing health care, but
by numerous other scarce goods in society. Finally, Folland points at an
apparent inconsistency in Daniels’ reasoning, where he admits that health
care spending has to be weighed against funding other important social
institutions, If such weighting should occur, priority cate for employees may
even be acceptable from Daniels’ point of view, because it seems possible to
simultaneously increase the level of social benefits for all dependent on
social insurance and the available funds for health care.

Furthermore, Daniels’ fair equality of opportunity provides another
rationale for the introduction of employee-clinics because they may weaken
incentives for employee selection in the labor matket (Brouwer et al,
1998b). In the Nethetlands, an investigation by the supetvising body for
social insurance provided evidence of firms starting to increasingly select
healthy employees in order to reduce absence due to illness (CTSV, 1995b).
Job applicants that had a medical record which led employers to believe that
they might be absent more than average were turned down. The
government responded to this development by prohibiting mandatory
medical tests as part of a selection procedure. However, such a formal
prohibition can easily be countered by healthy applicants voluntarily
agreeing to medical tests or by implicit medical tests, like appearance and
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age. A recent investigation confirms that firms are indeed increasingly
engaged in selection of heatthy workets (Willems, 1998). Such an increase in
selection ‘at the gate’ may increase social inequity between healthy and
unhealthy workers. A reduction of waiting time for health care may decrease
the incentives for selection. Hence, while employee-clinics may cause a
different treatment of employees and non-employees in the health care
market, it may reduce the incentives for different treatment of more and less
healthy persons in the labor market. In that sense reducing inceatives to
select healthy potential employees will enhance the opportunities of certain
groups in society, an aspect that Daniels puts in the centre of his reasoning.

8.6 Relative versus absolute differences

An important objection to the use of the Pareto-criterion for efficiency
could be that this criterion only considers the absolute level of care, and not
the relative level. As pointed out by Rice (1997) one may question whether
the use of absolute levels of wealth is a good way of representing utlity that
people derive from that level. Rice insists that relative levels are at least as
important as absolute levels. This implies that neglecting the fact that
employees benefit more from the introduction of priority care than non-
employees, leads to wrong conclusions about the efficiency of such a
development. Non-employees would not care as much about their ‘absolute
gain, but more about the absolute difference between themselves and
employees. Pauly (1997) in a reply to Rice states:

‘o consider ... envy as affecting the evaluation of a costly new therapy that only the wealthy
choose to buy. If we postulate envy as motivation of on the part of son-rich, it is true that
this technology will wake thewr worse of; stifl, it is preposterons to propose forbidding
technologies that make one envions person just a tiny bit more jealons”

In real life, however, politicians probably cannot ignore social envy in their
decision-making. In fact, the same reasoning on relative versus absolute
changes may be considered for equity arguments as well. Many propose an
egalitarian principle to be appropriate for the allocation of health care (e.g.
Daniels, 1985). The only basis for difference in treatment ought to be
medical criteria. Equal treatment for equal (imedical) need is the undetlying
notion. This means that the Rawlsian focus on the absolute level of the
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worst off in society is inappropriate. Rather, society’s aim should be to
minimize difference in treatment for people with the same medical need,
However, the price of equality is equal here to denying both employees and
non-employeces an improvement in relation to the previous situation, ie. a
reduction of their waiting time. In fact, Rawls’ theory of justice is a means to
avoid such a strict egalitarian reasoning which does not allow for any
improvement if it is not fully redistributed.

In the Dutch health care system arrangements in which firms play an
important role and explicit priority is given based on non-medical criteria
(by using capacity that remained unused before), are rather new. The
egalitarian principle of equal treatment for equal need was applied (at Jeast
formally) quite strictly. But although explicit priority care is dismissed,
implicit priority care is quite common. There is an abundance of
anecdotes about people who jump the queue: politicians, top athletes,
relatives of physicians or people that cannot be missed at home. Although
such anecdotal evidence is widely known, it never raised substantial
opposition among politicians and the public. One might claim that there
may exist some societal acceptance for top-athletes to be treated with
priority because they are admired and their work brings joy to many.
However, in a similar arggument, one might claim that there may also be
acceptance for workers, that cannot be missed at wotk, to be treated with
priority, because they contribute to the national income, which benefits
other people through re-distributions of wealth. If social envy would
indeed be important, it is difficult to envisage why priority for workers is
so much worse than for other groups.

8.7 Long-term versus shott-term considerations

Although employee-clinics may offer a good solution to the problem of
waiting lists in the short run, a prolonged reliance on such clinics may not
be without risks. It is not beyond imagining that the introduction of
employee-clinics in the longer ran may result in a further shift from public
to private financing of health care delivery. In other words, in the long run,
the government may cut back on the regular budget, i.e. public investient
in health care, becayse of the additional private investments. This will lead
to a reduction of the regular budget and therefore to a decrease in the
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absolute level of access to health care services for people relying on the
public sector, especially non-employees. Also, for employees, the level of
care may become dependent on fluctuations in economic development.
Although one might claim that 2 government that does not want to allow a
relative deterioration of access to health care services may not act as
described above, it should not be ignored that these risks are present. A
crucial test of government behavior is that without curtailing public
resources employee-clinics will be a self-limiting phenomenon, because
employers would only be willing to invest in priority care as long as the
reduction in waiting time s sufficient to cover the costs. So, if employee-
clinics continue to grow this may be a sign of a reduction of public funds
for which the government can be held responsible.

8.8 Conclusion

Employee-clinics are a possible way to attract additional funding for health
care, specifically aimed at a group of waiting patients whose time is valuable
for a third party {(employers) that is willing and able to pay for expanding
(the use of) hospital capacity out of savings on avoided production losses.
In this way it is possible to improve access for both employees and non-
employees but to a different degtee. According to Pareto’s welfate criterion
of efficiency and Rawls’ theory of justice such an improvement can be
considered both efficient and equitable. Although these criteria are well-
known and broadly accepted, one should recognize that other perspectives
may yield different conclusions.

Of course, an ultitate test whether these considerations are normatively
valid is the acceptance of employee-clinics by politicians and society, when
fully informed about the {potential) absclute gains for all involved parties
(Culyer and Evans, 1996). If even then politicians and society refuse to
admit at least some pilots with employee-clinics, normative decision rules
about relative positions of employees and non-employees apparently are
more important than abselute ones. In other words, social envy may be that
strong as to prevent an absolute improvement for all parties involved.
Disguised by the veil of ignorance, however, priority care for employees,
may well turn out to be a blessing.
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9. A fair approach to discounting future effects:
taking a societal perspective

Summary

It is offen recommended to discount future costs and health effects at the same rafe,
usnally 5%. In this chapter it is arged that from a societal perspective the current
disconnt procedure may be inappropriate for health effects. Instead of implicitly basing
the disconnt rate for health effects on that for costs, it shonld be based on the real change
in the (societal) valwation of health effects over time. There may be a change in this
valuation due to increasing fife-excpectancy over time and diminishing marginal niility of
additional health effects.

9.1 Introduction

In economic evaluations discounting is an issue of considerable debate
when health programs yield costs ot health effects in the future. Normally
compatisons between different health programs are made by way of cost-
effectiveness ratios containing present values of future costs and effects.
Correcting costs and effects for the time they occur by weighting them to
calculate a present value is called discounting;. However, which discount
rates one should use is not an easily answered question, nor whether a
constant discount rate should be applied {(e.g. Harvey, 1994; Caitns and
Van der Pol, 1996). In recently published guidelines for cost-effectiveness
analysis (Gold et al., 1996; Drummond et al., 1997) the most prominent
view is that one discount rate should be used both for costs and for
effects,

The necessity of calculating a present value of future costs is not much
debated within the framework of CEA, although the exact rate to use is.
Discounting future lives saved on the other hand may be considered
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inappropriate because it may not be that clear why the value of lives saved
in the future should be valued less than those now. This is especially the
case when dealing with future generations. This chapter provides a
theoretical background for addressing these issues from a societal
perspective using an extra welfarist approach and (a relaxed version of)
the Rawlsian theory of justice (Rawls, 1971).

The outline of this chapter is as follows. First, in section 9.2 the current
views on discounting are discussed. Section 9.3 discusses how taking a
societal perspective in CEA may be operationalized. Section 9.4
elaborates on how health effects may be discounted from a societal
perspective, while section 9.5 indicates a prelitninary solution for
presenting future effects and future research areas.

9.2 Cutrent views on discounting

The procedure of discounting, reflecting a lower weight attached to things
that happen in the future than those happening now, can alter the results
of an economic evaluation substantially and therefore also the subsequent
decision-making process (Parsonage and Neuburger, 1992). When costs
ot effects occur far in the future the effect of discounting becomes
apparent. To illustrate this: discounting future effects with a discount rate
of 5% implies that a life year in 40 years counts as only 1/7th of a life year
gained now in the economic evaluation (because 1/(1.05 ® = 0,149 or
about 1/7th). Thus, a vaccination program, with costs in this year and
health gains in the future will be seen as less cost-effective than a program
costing the same but yielding the same amount of health effects this year,
because the future effects receive less weight.

There is, at least at the practical level, a broad consensus that one
discount rate (generally 5%) should be used both for costs and effects
(Gold et al., 1996; Drummond et al,, 1997). This has been supported by
three economic arguments all of which can be challenged.

First, it is clear that 'economic theory implies that in a perfectly
competitive, risk-free, tax-free world in which all commodities (including
something called ‘health') are perfectly divisible - so that individual
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decision-tnakers could precisely adapt their consumption of goods and
services over time - there would be but one discount rate.! (Gold et al,,
1996, page 216). In this situation therefore, the discount rate for costs
would be the same as for effects. However, these conditions are cleatly
not met in reality, certainly not in health care.

Second, there is the so-called postponing paradox (Keeler and Cretin,
1983). Keeler and Cretin demonstrate that the use of different discount
rates for costs and for effects (with the latter being smaller than the
former), will lead to a situation in which infinite postponement of
programs is always supetior in terms of a cost-effectiveness ratio to
pecforming program now. A postponed program will always have a better
cost-effectiveness ratio than the same program performed now. Since no
effects will be generated in this case, such an outcome can hardly be called
optimal. A solution for the postponing paradox is the use of the same
discount rate both for costs and for effects. Then, the postponed program
will have an cost-effectiveness ratio equal to that of an identical program
performed now.

It should be noted here that the postponing paradox is present in all
consumptive activities - health care is no exception. Moreover, using the
same discount rate for costs and effects changes a preference for
postponing the program into indifference between postponing and
performing a certain program now, This indifference is established at the
cost of possibly misrepresenting (the value of) future effects. In addition,
the postponing paradox is only relevant, when one has to decide whether
to spend money now or later on a consumptive activity. When ranking
programs within strict budgets that have to be allocated within one year,
the paradox will not be relevant. These strict budgets are very common in
'real life' and therefore introducing different discount rates for costs and
for effects is not expected to lead to infinite postponing in reality. Finally,
the paradox does not necessarily imply that the discount rate for costs
should also be used for effects. Using the discount rate for effects
{(whatever it may be) for costs as well will also solve the problem of the
paradox and may be considered equally inappropriate.

Third, the US Panel on Cost-Effectiveness in Health and Medicine and
also Drummond and colleagues present the 'consistency argument' of
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Weinstein and Stason (1977) as an important foundation for the
recommendation to use one discount rate for both costs and effects.
Weinstein and Stason have demonstrated that inconsistencies may occur
when discounting at two different tates for effects and costs. The crucial
assumption undetlying the reasoning of Weinstein and Stason is that 'life
years are valued the same in relation to dollars in the present as in the
future'. Thus a 'constant steady-state relation between dollars and health
benefits' is assumed and ‘opportunities for purchasing health benefits for
dollars do not change over time'. This implies that there should be equal
priority for programs that cost the same and yield the same benefits in a
certain year regardless of what year. The only way to reach this is to use
one discount rate for costs and for effects.

However, Van Hout (1998) has demonstrated that the assumptions of
Weinstein and Stason are too restrictive and in fact equal assuming that
there should be the same discount rate for costs and for effects. Also,
note that Weinstein and Stason explicitly state that, although they propose
the method as described above, they do not want to claim that, "... in any
absolute sense, a year of life in the future is less valuable than a year of life
in the present’ One might add that a future life year should not be
considered less valuable in any relative sense either, without justification.
Such a justification is not provided by Weinstein and Stason. Therefore,
the need for one discount rate cannot be based on the consistency
argument of Weinstein and Stason. As Broome (1994) puts it: 'Tt is
perfectly consistent to discount commodities and not wellbeing.'

If we accept that the necessity for using one discount rate for both costs
and effects does not exist, we face the difficult task of finding an
appropriate rate for discounting costs and effects. Both should be
discounted at their own appropriate rate, based on expected growth rates,
that is, how fast income and (quality adjusted) life expectancy are
expected to increase over time, and consequently on the marginal
valuation of additional costs and effects. For effects this means
'combining the expected growth rate with an estimate of the marginal
utiity of the additional life years' (Vaa Hout, 1998). This outcome implies
that the weight of future effects depends on the relative valuation that a
future group of persons or society will have for these effects. Although
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Van Hout does not explicitly define the societal perspective, his proposal
may be considered to be more in line with taking a societal perspective.

9.3 Taking a societal petspective

The societal perspective is normally considered the proper perspective
from which to conduct a cost-effectiveness analysis. By setting one
standard perspective, the comparability of different cost-effectiveness
analyses is increased. Gold et al. (1996) assert that 'when a CEA is
conducted from the societal perspective, the analyst considers everyone
affected by the intervention and counts all significant health outcomes
and costs that flow from it, regardless of who experiences the outcomes
or costs’. This will ensure that no significant aspects of the decision are
left out of the analysis. In addition, the fair representation of all costs and
effects is facilitated by choosing the societal perspective. 'One way to see
the desirability of the societal perspective - of giving fair weight to all
individuals and to all activities - is to imagine that we are looking at the
wortld before we are born... and to ask what kind of wotld we would like it
to be.! (Gold et al., 1996, page 6) This construction, of 'looking at the
world before we are born' is much like the veil of ignorance as used by
Rawls in his 'Theoty of justice’ (1971). This is a hypothetical situation in
which persons have to decide on a social contract for the world they will
occupy. These persons are unaware of the social status, capacity and
health state they will have and unaware of the place and time at which
they will be born. According to Rawls, contracting under this veil of
ignotrance can be considered fair. In this state the decision-makers do not
give 'any weight to mere position in time.' (1973, page 294) This is
because 'the persons in the original position have no information as to
which generation they belong' and 'these broader restrictions on
knowledge are appropriate ... because questions of social justice atise
within generations as well as between them' (1973, page 137). Thus fair
representation of the interests of all persons affected by the
implementation of a program seems to be patt of taking the societal
perspective and this is expressed by not giving any weight to mere
position in time. Note that this means that at first our aim should be to
represent the effects yielded from a program in a fair way.
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Gold et al. (1996) feel that current discount practice of using the same
discount rate for costs and for effects can be considered fair, because it
leads 'to resource allocations in a 'time neutral' fashion'. Time neuttality is
assumed to exist because 'potential program beneficiaries who are
identical in every respect except for their positions in time relative to the
moment the decision-maker must act will receive equal treatment’ (page
221). This holds because nominally equal programs receive equal priority,
sinece:

C-W
G o C
(12 = WED = T e,
Eﬂ E-‘q'ﬂ E40

in which C; and E, are the costs and effects in this year, C,, and E,; are
the nominally equivalent costs and effects in year 40 and i and r are
respectively the discount rate for costs and effects. However, nominal
comparison of programs may lead to a serious misrepresentation of the
impact of these programs. Rather, we should look for changes in the
societal valuation of health effects and costs and give equal priortity to
programs that are equal in marginal societal valuation of costs and effects.

If current and future beneficiaries of programs are indeed identical, there
is no reason to assume that they will not value a health effect identically.
However, this fact does not necessarily have to be accompanied by the
fact that society derives equal utility from a nominally equal amount of
money now or in 40 years. As Van Hout (1998) indicates, this depends on
the respective growth rates of {quality adjusted) life-expectancy and
national income. Since the societal valuation of a life year saved may be
the same for both persons or groups, while that for costs may be not due
to rising national income over time, giving nominally equal programs at
different points in time equal priotity seems inappropriate as a general
rule. Fair representation of effects may rather be interpreted here as
representing the true societal valuation of effects.
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Within an 'extra-welfarist' framework, the goal of CEA may be petceived
to be the maximization of health benefits with the available budget.
Therefore, society wishes to maximize the quantity of effects, for instance
QALYsS, though maybe subject to certain equity goals. In order to ensure
that the operationalization of CEA is still in compliance with fair
tepresentation and maximizing health benefits, we have to ensure that the
method for aggregating effects over time reflects the true change in the
societal valuation of effects over time.

Taking the societal perspective also means abandoning purely
individualistic approaches to CEA in general and discounting effects in
particular. As indicated above, taking a societal perspective does not only
imply incorporating the interests of all people now into the analysis in a
fair way, but also that of future generations. If we were only dealing with
individuals living here and now, we might consider examining individual
preferences on the timing of health effects. For instance, the US Panel
states that

if individuals place the sane weight on fuinre events as on those that will occur soot ...
then a gero rate of time disconnt may be consistent with ntifity maximalization’ (Gold
et al.,, 1996)

However, individual preferences regarding timing of effects are not the
only relevant considerations. Measurement of individual discount rates for
future health effects (e.g. Olsen, 1993; Cairns, 1994; Johannesson and
Johansson, 1996) is not believed to be useful to serve as proxy for a
societal discount rate, since 'the mere position in time' of the respondent
is inevitably given weight in such measurement. Pigou (1932) has already
argued that

"there is wide agreement that the State should protect the interests of the fuinre in some
degree qgainst the effects of our irrational discounting and of onr preference for onrselves
over onir descendants'.

Even within one generation one might claim that the time pteference of
individuals should be overruled by a societal time preference. A societal
decision-maker may decide that 'statistically certain' effects in the distant
future are just as important as those generated in the near future.
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Although individuals may be influenced by pure myopia and fear of death,
a social decision-maker may be assumed make more rational decisions.

An attempt to combine individual time preference with a societal rate of
time preference has tecently been discussed by Gyrd-Hansen and Segaard
(1998). This two-stage model for discounting was earlier introduced by
Lipscomb (1989) and Gold et al. (1996) also discuss this method of
discounting, Two discount rates are used in a two-stage method: an
individual rate based on time preference with which a person calculates
the present value of a stream of health effects and a societal discount rate
for shifts in this 'present value of health effects' over time. Consider the
following example: two persons of 40 receive a treatment which will give
them an effect in three years. The first person lives in 1998 and will
receive the effect in 2001, while the other person lives in 2020, receiving
the effect in 2023, Time neutrality could be interpreted as meaning that
we now should calculate the present value (in 1998 and 2020) similacly,
for instance using individual time preferences (as it are indeed two
individuals receiving the effects). A societal time preference may be used
for discounting the present value (in principle equal in 1998 and 2020)
from 2020 back to 1998. This societal discount rate should then be based
on real differences expected over time between people. The two-stage
discount approach may be linked to the work of Daniels (1988), who
argues that people should be treated the same at similar points of their
life, rather than in time. A 70 year-old person now should receive the
same treatment as a 70 year-old person in 20 years, all other things equal.

In assessing the two-stage approach Gold et al. (1996) conclude that

'the fwo-stage approach has drawbacks, not the least of which is that it depends on a
basically arbitrary definition of the starting date of a program and it assigns different
weights to health consequences occnrving in different cohorts at the same point in
calendar time' (page 230),

In addition, individual time prefetence which is still used to some extent
and will influence the outcomes of an analysis, can be considered
irreconcilable with truly taking a societal perspective. Indeed, on a societal
level one may wish to be less influenced by individualistic myopia and fear
of death, since on a societal level a decision-maker may know with greater
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certainty that some group of individuals will indeed receive these benefits.
Why should a societal decision be influenced by the fear of some
individuals of not receiving a benefit, when we know with certainty that
some individuals will receive themr? Rising above some individuals'
uncertainty as to whethet or not they will personally benefit 'is naturally
society's viewpoint, since statistical life years will be consumed with
certainty by some one in the population' (Gyrd-Hansen and Segaard,
1998). The question therefore becomes, how to discount from a more
strictly applied societal perspective.

9.4 Societal discounting?

A stricter way of discounting health effects from a societal perspective
would imply that future generations should be protected from 'the effects
of our irrational discounting and of our preference for ourselves over our
descendants’ (Pigou, 1932) and that current generations should be
protected against theit own ‘irrational discounting’ as well. Individual
attitudes to risk and fear of death may be considered itrelevant in societal
decision-making. At a societal level, future effects will be generated in
some individuals and therefore decisions can be based on a more rational
calculation. The societal decision-maker thus overrules the individual
'time horizon' and bases discounting solely on real differences between
people over time that change the relative valuation of health effects. Such
an approach is quite similar to the reason for discounting discussed by
Van Hout (1998). Since decisions on the acceptability of a new drug or
program are made at a societal level, it seems appropriate to use this strict
societal perspective in the methods of CEA. Within this approach, future
effects (and costs) have to be incorporated in a fair and realistic way. This
means that the absolute amount of future effects should only be adjusted
for their timing when obvious differences between people at different
points in time are present or can be rightfully expected. It may be
considered fair to adjust for these changes over time in so far as this
adjustment reflects a difference in the valuation of these effects by those
receiving them. The cutrent method of discounting is, however, not based
on differences in the valuation of effects over time.
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Operationalization of such a discount procedure first depends on the
possibility for finding an objective measure for relevant differences
between people over time. One obvious difference that may serve as a
basis for discounting future effects is a priori life expectancy (i.e. without
implementing the program investigated). Changes over time in a ptioti
life-expectancy can be used in an efficiency and an equity argument to
discount future effects. In terms of efficiency, diminishing marginal utility
from additional life years may be assumed to exist. Thus, adding a QALY
to someone with a higher a priori life expectancy yields less utility than
adding 2 QALY to someone with a low life expectancy.'” The same
argument can be used for discussions on distribution within one year or
generation {Brouwer and Van Hout, 1998). If a change in life expectancy
between people over time may be rightfully expected, a difference in the
valuation of effects over time may be appropriate. This holds because a
petson living now, who has less to begin with, will benefit more from the
effect relative to a person in 40 years time, who will have a higher life
expectancy to begin with. This changing valuation of additional health
benefits over time may then be seen as a basis for discounting health
effects over time. This option appears quite in line with the suggestions
made by Van Hout (1998} who argues that a difference in marginal
(societal) utility from additional QALY's, due to increased possibilities for
generating health benefits and, through that, increasing a priori life
expectancy, is a reason for discounting future effects. The reason for
discounting is thus related to real changes over time.

One might also consider it to be more equitable to attach more weight to
a QALY gained in someone with a low a priori life-expectancy than in
someone with a high a priori life-expectancy. Such a way of looking at
differences over time seems in line with taking a societal perspective,
Indeed, Rawls argued that under the veil of ignorance people would
decide according to the maximin rule (1971), implying that the position of
the worst-off in society would be maximized. The distribution of health
services may, therefore, be aimed at maximizing the position of the worst-
off. However, this strict rule implies that if future generations ate
expected to be better off than the present one, all health care spending
should be aimed at the present generation, at least until the point is

" Note that the same argument may be used regarding the distdbution of effects
within one year or generation, e.g. Brouwer en Van Hout (1998)
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reached in which both generations have, for instance, an equal (quality
adjusted) life expectancy. Less strictly applied, one might interpret the
maximin-rule as attaching more weight to an improvement of the worst-off
in society or in time in stead of &/ weight. Indeed, one might claim that an
equity-efficiency trade-off exists with inequalities in health over time as
well as between people. This leads us to the interesting option of 'mildly
applying' the maximin-rule as a basis for discounting in economic
evaluation, similar to the fair innings argument (Williams, 1997). Williams
asserts that resources be allocated according to the principle that people
who have not yet reached their fair innings (younger petsons) receive
more weight in resource allocations than those who have. A similar
technique could be applied to distributions over time.

9.6 Conclusions

The current discount procedure in economic evaluation can influence
results considerably, while it is not necessarily the most appropriate
procedure from a societal perspective. Taking a societal petspective, it
seems mote appropriate to discount future effects solely on the basis of
real differences between people over time. Increasing life expectancy and
therefore decreasing marginal valuation of additional QALYs over time
may serve well as a basis for discounting future effects from a societal
perspective.

Since at this point it is unclear exactly how the valuation of additional
QALYs changes over time, it seems sensible for analysts to avoid
discounting effects. Health effects should be reported undiscounted,
mentioning when they will occur (Drummond et al, 1997). For
calculating cost-effectiveness ratios it seems sensible to also use
undiscounted health effects in base case analyses, demonstrating the
effect of different discount rates for effects in a sensitivity analysis.
Ultimately, policy makers will have to decide on how to weight the timing
of effects in CEA, considering fairness, efficiency and the intetests of
present and future generations. The recommendation of Keahn and Gafni
(1993) that the choice for one specific discount rate should be the result
of a 'political' consensus, in which all relevant aspects may be considered
seems appropriate. Future research should be aimmed at finding ways to
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transform changes in the valuation of health effects due to changes in life-
expectancy over time into a discount rate for effects. That information
may be used to better inform policymakers on the general devaluation of
additional health effects over time.
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10. Discussion

Summary

This chapter presents a discrission of the main conclusions that can be drawn from the
previons chaplers with respect fo the central question of the thesis: How dees faking a
societal perspective in economic evaluations of health care, following a decision-maker’s
approach, change methodology, especially those methods concerning lime and lime costs,
Specifically, it will draw conclusions on the subjects of patient time in economic
evalnaiton, informal care and disconnting, Frrthermore, some areas for future research
are pointed onf.

10.1 The societal perspective and economic evaluation

Mostly, it is recommended to conduct an economic evaluation from a
societal perspective, incorporating all costs and health effects, regardless
of who bears these costs or who experiences these effects. This should
ensure that all significant changes both in terms of costs and health
effects will be part of the analysis and the final policy recommendations.
To take such a starting point in economic evaluation has consequences
not only for what to measure in the evaluation, but also for how to
measure certain quantities in an evaluation.

When taking a societal perspective it is important to consider that certain
gains and losses may level out on a societal level. For instance, when
considering productivity losses, it is not enough to look at the production
loss of the patient, but one also has to consider the production gain of a
person possibly replacing him or her. That way, all impacts on a societal
level may be incorporated and balanced, thus ensuring that in an
evaluation from a societal perspective one 'never counts as a gain what is
really someone else's loss' (Gold et al,, 1996, page 7).
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A related debate is that on the general approach to economic evaluations
of health care programs in general and cost-effectiveness analysis in
patticular, i.e. the choice between a welfarist and extra-welfarist view.
Welfarists follow a more strict welfare theoretical approach to (the
methodology of) economic evaluations, while extra-welfarist take a more
broad and perhaps pragmatic view on economic evaluation, what we have
called in chapter 2 the 'decision-maker's approach' (DMA). Although both
welfarists and extra-welfarists aim at aiding policymakers in decision-
making on health care setvices, the differences in approach cause
different methods and methodological choices to be advocated. Welfarists
often use optimalisation of more individualistic micro-economic models
as a basis for methodological recommendations, e.g. the recent work by
Garber and Phelps (1997) and for instance the human capital method for
estimating productivity costs. However, arguably a gap exists between
these simple individualistic models and real life decision-making on a
societal level, which makes it difficult to use these models and their
implications in redl life. ‘The strict focus on utility in welfarism may also
be perceived to be less useful for decisions in health care, where the aim
may be more to produce health or restore capabilities to live as one would
like to. In that sense, the aim of the DMA, the approach chosen in this
thesis, may be seen as aiding policymakers in optimizing (weighted) health
benefits from a given budget.

Furthermore, a fair representation of costs and effects in principle is part
of the societal perspective, as discussed in chapter 9. 'One way to see the
desirability of the societal perspective - of giving fair weight to all
individuals and to all activities - is to imagine that we are looking at the
world before we are born... and to ask what kind of wotld we would like it
to be.' (Gold et al,, 1996, page 6} This 'veil of ignorance'-approach, used
in chapters 8 and 9, is a hypothetical construct in which persons have to
decide on a social contract for the world they will occupy, unaware of
their final social status, capacities, health state, time of bitth, et cetera.
According to Rawls contracting under this veil of ignorance can be
considered fair (1971). This veil of ignorance approach has relevance for
questions of fairness within economic evaluations, both for specific
studies (e.g. a study. into the consequences of priority care for employees)



Discyssion 139

and in methodological mattets (e.g. in deciding on an appropriate
discount rate for future health effects).

It is especially important to note that the choice for taking a societal
perspective on a general level, needs translation to the practcal
methodological choices in an evaluation. In order to be able to ensure
that results can be interpreted from a societal perspective, methodologies
used in an analysis have to adhere to this perspective as well.

10.2 Patient time

The valuation of changes in time use of patients is an area where taking a
societal perspective has clear consequences for the methodology used in
economic evaluations. The traditionally used human capital method may
be considered too individualistic in perspective to serve well as a tool for
valuing production {osses from a societal perspective. Indeed, normally
encountered replacement mechanisins need to be taken into account
when assessing production losses in case of absence from paid work and
disability. The friction cost method is at this moment the only practical
method that does so. In that respect, the fricion cost method may be
seen as an inherently societal valuation method for production losses.

An importtant aspect of patient time is the complementarity of quality of
life measurement and cost-components. Not only may one prefer to
measure certain aspects of time use in terms of quality of life, like changes
int leisure time, but one also has to consider to what extent these aspects
are already captured in terms of quality of life in frequently used QALY-
measures like the BEuroQol/EQ-5D instrument. To neglect the QALY-
implications of changes in time use may lead to double-counting, ie.
incogporating a quantity both in terms of health effects and in terms of
costs in an economic evaluation, or to neglecting certain quantities. It
seems recommendable to incorporate the impact from impaired role
functioning both for paid and unpaid work and changes in the ability to
engage in leisure in terms of quality of life, as elaborated on in chapter 3.
The output losses for paid and unpaid work may be captured in monetary
terms. It is stressed here that the often encountered emphasis on
production losses related to the impaired ability to perform paid labor
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should not be interpreted as if unpaid labor is unimpottant. Much effort
s needed to further investigate illness in unpaid work and related
replacement issues. This may be performed by interviewing patients who'’s
primary time use is unpaid work, focusing on the replacement issues
within the household. The results may lead to better valuation methods of
unpaid work. Also, future research could be aimed at better examining the
complementarity of QALY-instruments and costing principles, e.g. the
(possible) tension between QALY-assesstnent by the general public and
more patient specific cost-measurement. One way of doing so, is to
examine the valuation of specific QALY-dimensions by different
subgroups in society. These subgroups may be defined by using primary
time-use (paid work, unpaid work or leisure) as an important
classification-criterion. Another characteristic that may prove to be of
importance is whether or not someone is involved in raising children. If
differences in the valuation of certain dimensions of quality of life are
found then more specific health state valuations may be used in economic
evaluations of interventions that affect particular groups in society. A final
point for further empirical investigation s replacement in paid work. The
processes of making up for lost work by the patient or taking over by
colleagues and the related costs need to be examined futther,

Although there indeed seems to exist a telationship between changes in
time use and quality of life, measuting and valuing production losses in
terms of quality of life as proposed by Gold et al. (1996) is discouraged
here for several reasons, as explained in chapters 4 and 5. One important
reason Is the weak relationship between income and productivity in many
developed countries. Social and private insurance will mostly sustain a
certain level of income even in case of full disability, which makes the
relationship between productivity and income (and then quality of life)
rather inappropriate for precise measurement. Also, the societal
perspective is abandoned in such an approach as the personal income
change is considered for as long as it affects the patient, while not
considering the improvement for the person replacing him or her.
Furthermore, one may question the appropriateness of incorporating
productivity costs in the denominator of a C/E-ratio. In principle, the
numerator should captute true societal costs while the denominator
should be exclusively reserved for changes in (health related) quality of
life. Further research on whether or not individuals take into account
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income when assessing quality of life for different health states and how
this affects the final results of an intervention is encouraged. This could
be performed in a two-stage approach, first asking individuals to assess
the quality of life of different health states and subsequently asking them
whether or not they took into account income while assessing quality of
life. In that way, it may be determined what differences occur when
people do or do not take into account income when assigning quality of
life-weights to different health states.

Measuring impairment of performing productive activities while being at
work requires instruments capable to measure the level of performance
during days ill at work accurately. As indicated in chapter 6, the
instruments cutrently used provide different estimates of costs related to
illness without absence.. Additional comparisons of the results of different
measurement methods, preferably to a gold standard (real production data
on an individual level) are needed to further determine the validity of the
different methods. Still, illness at work proved to be quite common with
on average 7% of tespondents (a group of employees belonging to a
Dutch trade-firm) indicating on a workday that they felt ill while working,
Since the level of functioning compared with notmal is often reasonably
high, the costs related to this common phenomenon are, on the level of a
firm, consequently quite low. However, for specific patients groups these
costs may be considerable. An interesting, yet virtually unexplored aspect
of performance level is the difference between quality and quantity of
output on days working with impairment. This should be further
examined in the future, along with the different methods in general, while
also better focusing on replacement by colleagues and the specific setting
of work.

Production losses related to impaired functioning or absence from work
may constitute a considerable societal loss. Each day that the illness
continues to exist additional production losses may occur (at least within
the friction petiod). Since employers have becomne responsible for the
payment of sickness benefits in The Netherlands (and thetefore are
directly faced with increased costs or uncompensated production losses)
they are more aware of this fact. One of the consequences of this
awareness is the discussion about priority care for employees. As shown
in chapter 8, by organizing 'employee-clinics' in such a way that they
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increase (the use of existing) treatment capacity, priority care may be
considered both efficient and equitable. Whether or not the benefits for
both employees and others can be realized when introducing priority care
for employees may be assessed by monitoring the waiting time of both
groups after introducing priotity care. Since over time the introduction of
priority care will not be the only change in the health care system, it will
be more difficult to determine the specific effects of introducing priority
care. Also, when only few hospitals provide priority care, additionat
patients may visit these hospitals hoping to benefit from reductions in
waiting time during normal hours.

Receiving priority treatment abroad in other EU-countries may not be
that easy to prohibit, especially when considering the recent rulings of the
European court (Hermans and Brouwer; 1998a; Hermans and Brouwer,
1998b; Brouwer and Hermans, 1999). Another point that is clear from the
discussion of employee-clinics is that it is the use of a societal perspective
that indicates misallocations between health care and other sectors.
Through rationing of health care, resulting in waiting lists, money is saved
in the health care system, but a larger amount of costs may be incurred in
tertns of production losses ot increased social benefits. Using the societal
perspective, such relationships may be pointed out and a better allocation
of resources may be decided upon, which may benefit all parties. Future
research may be aimed at assessing the costs and effects of quicker care
(for etnployees and other members of society). A comparison of costs and
effects related to a certain intervention, when performed after a normal
waiting period and performed virtually without waiting, could provide
valuable information.

An interesting discrepancy that may be detected here, is that although for
econommic evaluations the incorporation of indirect non-medical costs or
productivity costs is now commonly recommended in methodological
guidelines, a direct consideration of these costs in relation to the
organisation and prioritisation of health care services, as performed in
chapter 8, at least in the Netherlands leads to political and social
resistance. So, although on a health progtam level we do allow indirect
costs to play {a sometimes important} role in judging which programs
should receive priority, 2 more direct 'favouring' of groups that are
* productive in society is considered unwanted. Future research may be
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atmed at developing instruments capable of measuring the distributional
effects of incorporating productivity costs.

10,3 Informal care

Informal categivers give up on normal activities because of the incidence
of illness in their direct social environment. Although difficult, the
valuation of tme of informal caregivers is important when evaluating for
example new drugs for patients with discases that are typically associated
with a considerable amount of informal care, like Alzheimer's Disease
(e.g. Busschbach et al, 1998). Therefore, better methods for valuing
informal care are called for to ensure a good estimation of the true
societal impact of informal care. The incorporation of informal care in
economic evaluations of health care programs is generally performed by
attaching some monetary value to the hours of informal care received. In
chapter 7, some alternative monetary valuation methods for informal care
were discussed: the market price method, the opportunity cost method ot
contingent valuation. Although, for instance the market price method is
easy to use, and all three methods yield purely monetary results that are in
principle easy to incorporate in the analysis, one may question whethet
they are the most appropriate to use from a societal perspective, because
especially in long spells of providing informal care the consequences
include effects like fatigue, giving up leisure activities and less social
contacts, which are difficult (or impossible) to fully capture in monetary
tettns.

Since the societal perspective dictates incorporating all significant changes
tesulting from an intervention, regardless of who experiences these
changes, the impact of interventions on the time use and quality of life or
general well being of informal caregivers should not be neglected when
these are (expected to be) significant. This is even more important
considering the fact that a fair representation of all persons affected by an
intervention is also part of taking a societal perspective. Measuring the
impact in terms of 'care-related quality of life' as proposed in chapter 7,
may provide an alternative way of measuring effects on quality of life,
complementary to costing the time involved in informal caregiving.
Similar to the way the time of patients is proposed to be valued, a
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combination of quality of life and costing principles can be used for
valuing the time of informal caregivers.

The measutement of informal caregiver quality of life does raise
questions, not only about what to measure, ie. pure effects from
caregiving ot more general 'family-effects’, but also about how to
incorporate the results in a cost-effectiveness analysis. The US Panel on
Cost-Effectiveness Analysis has advocated 'to think broadly about the
people affected by the intervention and begin to include health related
quality of life effects of significant others in sensitivity analyses when they
are important. However, as long as general 'family-effects’ are not
measured in other evaluations as well, it is argued to focus on informal
care-related changes in quality of life. The results may be presented
separately in the analysis. Future research may be aimed at further
developing and testing caregiver quality of life instruments that may be
used together with the costing-principles of their time input. In addition,
it is interesting to investigate how policymakers weigh informal caregiver
quality of life in their decision-making. This may be further tested by
examining trade-offs between patient and informal caregiver quality of life
by these policymakers.

10.4 Discounting

At present, the most commonly used and promoted discount technique is
to discount both costs and health effects at a 3 to 5% discount rate.
However, as was argued in chapter 9, taking a societal perspective may be
perceived as having consequences here as well. A fair representation of
current and future health effects may be considered essential in taking a
societal perspective. The cutrent discount procedure implies a relatively
strong preference for current effects and current generations over future
effects and generations, by attaching only a small weight to longer-term
future effects. Although this may be understandable from an
individualistic viewpoint, it may be questioned whether societal decision-
making should not abandon the present individualistic perspective and
have a less biased view on the value of future effects. Following the
justice-principles developed by Rawls, one may argue that a2 more
'timeless' or intergenerational societal perspective can be advocated, in
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which the reasons for discounting effects are more objective, i.e. based on
actual differences of persons over time. Increasing life-expectancy over
time is such an objective difference and this, together with the principle
of diminishing marginal utility of additional QALYs, may provide a better
rationale for discounting health effects.

The current viewpoint, ie. that it is necessary to discount both costs and
effects with the same discount rate, is mainly based on three arguments,
none of which seems enough justification for choosing a discount
procedure implying a rapid devaluation of effects over time. From a
societal perspective, it seems more appropriate to discount future effects
on the basis of real differences between people over time. As further
explained in chapter 9 increasing life expectancy and therefore decreasing
marginal valuation of additional QALYs over time may serve well as a
{theoretical) basis for discounting future effects. Although this is pactly
possible in the two-stage discount-framework, a more strictly applied
societal approach may be preferred. It remains difficult however to give
explicit guidance on which discount rate to use from a societal
perspective, since it is unclear how the valuation of additonal QALYs
changes over time. Therefore, it seems recommendable for analysts to
avoid discounting effects, reporting effects undiscounted, while
mentioning when these effects will occur. Then policymakers will have to
decide on how to weigh timing of effects in CEA, considering fairness,
efficiency and the interests of present and future generations. Future
research may be aimed at finding ways to transform changes in the
valuation of health effects due to changes in life-expectancy over time
into a discount rate for effects. That information may be used to better
inform policymakers on the general devaluation of additional health
effects over time. One way of further determining such a discount rate for
health effects would be to determine which weight policymakers attach to
QALYs gained in persons with different age-profiles. From those
judgements a discount rate could be formulated (based on increasing
quality adjusted life-expectancy over time), with which the policymakers
could be subsequently confronted, in order to test whether they agree
with the specified discount rate, Another option would be to test whether
policymakers and the general public endorse the principle of discounting
on the basis of a change in quality adjusted life-expectancy.




Time and lirre costs in economic evaluation: taking a societal perspective 146

10.5 Epilogue

Taking a societal perspective in an economic evaluation of health care
programs has consequences for its methodology. In this thesis some
consequences concerning the valuation of patient time, informal care and
discounting future effects in an ‘extra welfarist' societal economic
evaluation have been presented, three topics that are much debated in the
literature, lacking consensus. The current differences in recommendations
on these methodological issues may be traced back to a difference in
"tradition’, i.e. whether a more strict welfarist approach is adhered to or a
more broad extra-welfarist approach, and also to whether or not a societal
perspective is consequently pursued, in all relevant methodological
choices. In this thesis I have argued that cettain methods may be less
appropriate to use in this respect and have presented alternative ways of
handling patient time, informal caregiver time and future effects in
economic evaluations of health care,

Further harmonization of methodologies used in economic evaluations
and the development of a uniform presentation of results are two of the
challenges that lie ahead. Harmonization of methodologies will further
enhance the comparability of different studies and the transparency of
how results are derived. A uniform presentation of results can also
improve the information-transferal from analysts to policymakers. It goes
without saying that much effort is needed to further develop a complete
‘toolkit' for societal economic evaluations and to further refine and test
this toolkit. In that sense, 1 hope this thesis contributes to the
development of and consensus on methods that inherently use a societal
petrspective.
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Samenvatting

Tijd en tijdskosten in economische evaluaties
vanuit een maatschappelijk perspectief

Inleiding

Economische evaluaties worden in toenemende mate gebrutkt om
beleidsmakers te ondetsteunen bij de besluitvorming met betrekking tot
de implementatic en vergoeding wvan gezondheidszorgprogramma’s,
Verschillende evaluatietechnicken kunnen hierbij worden gebruike, zoals
kostenminimalisatie, kosten-consequentie analyse en kosten-baten analyse.
Een andere, veelvuldig gebruikte evaluate vorm is de kosten-
effectiviteitsanalyse ~ (of  kosten-utiliteitsanalyse),  waarbij  de
gezondheidseffecten van een interventie worden afgewogen tegen de
kosten ervan. Vaak wordr als vitkomstmaat zogenaamde QALY (gnality
adjusted life_years) gebruikt, voor kwaliteit gecorrigeerde levensjaren. Deze
uitkomstmaat maakt het mogelijk om de effecten van verschillende
interventies, eventueel gericht op verschillende gezondheidsproblemen,
met elkaar te vergelijken. Met behulp van kosten-effectiviteitsanalyses
kunnen idealiter uiteindelijk met het gezondheidszorgbudget die
interventies worden uitgevoerd die de meeste gezondheidswinst opleveren
per kosten-eenheid. Het globale doel van economische evaluaties wordt
daarom veelal gezien als het maximaliseren van gezondheidseffecten met
een gegeven budget.

Over het algemeen wordt als meest geschikte perspectief voor het
uitvoeren van een kosteneffectiviteitsanalyse het maatschappelijke
perspectief aangemerkt. Dit houdt in, dat alle kosten en effecten in
principe moeten worden meegenomen in cen analyse, ongeacht wie de
kosten draagt of wie de effecten ondetvindt. Deze brede maatschappelijke
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visie op kosten-effectiviteitsanalyse heeft pevolgen, zowel voor de
bepaling van kosten als voor de bepaling van effecten. Zo kan men zich
niet enkel beperken tot de direct medische kosten, maar dienen tevens
andere maatschappelijke kosten te worden meegenomen. Het consistent
doorvoeten van het maatschappelijke perspectief in alle onderdelen van
de economische "evaluatie blijkt niet eenvoudig, Bijvoorbeeld bij het
bepalen van productiviteitskosten is het gemakkelijk om ‘terug te vallen’
op een individualistisch perspectief, zoals in de veelgebruikte human
capital methode. Het volgen wvan een maatschappelifk perspectief
impliceert volgens sominigen ook de noodzazk om kosten en effecten op
een eerlijke wijze weer te geven, ongeacht wie ze ervaart (Gold et al,
1996). Hierbij kan bijvoorbeeld gebruik worden gemaakt wvan
rechtvaardigheidstheorieén zoals die ontwikkeld door Rawls (1971).

Uiteraard is voor de vergelijkbaarheid van resultaten van verschillende
analyses een uniforme methodologie voor kosten-effectiviteitsanalyses
van belang. Echter, op verschillende onderdelen bij de bepaling van
kosten en effecten ontbreekt een duidelijke consensus. Deels kan het
ontbreken van consensus over belangrijke methodologische vraagstukken
worden teruggevoerd op een verschil in generale opvatting over kosten-
effectiviteitsanalyse. Twee brede stromen kunnen worden onderscheiden:
de welvaartseconomische benadering (welfarisn) en de beleidsmaker’s
benadering (decision-maker’s approach). In de cerste visie ziet men kosten-
effectiviteitsanalyse als een toepassing van welvaartseconomische theorie.
De tweede visie is breder en pragmatischer. Hierin wordt economische
evaluatie gezien als een hulpmiddel voor beleidsmakers, zonder binnen de
strikte welvaartseconomische theorie te blijven, De keuze voor een van
beide stromen heeft ook consequenties voor de methodologische keuzen
in een economische evaluatie. In dit proefschrift wordt uitgegaan van de
tweede visie op kosten-effectiviteitsanalyse.

Oundergpeksvragen ,

Naast een uiteenzetting van welvaartseconomische benadeting en de
beleidsmaket’s benadering en de methodologische consequenties van het
kiezen van een van beide visies worden in dit proefschrift enkele
controversiéle methodologische keuzen binnen kosten-
effectiviteitsanalyses besproken en worden aanbevelingen gedaan over de
te gebruiken methoden. De nadruk ligt daarbij op de waardering van tijd
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van patiénten wanneet zij als gevolg van ziekte en/of behandeling hun
normale tijdsbesteding, betaald en onbetaald werk en vrije tijd, niet
kunnen continueten. De waardering van tijd van informele zorgverleners
wordt tevens behandeld, aangezien zij normale tijdsbestedingen opgeven
om informele zotg te kunnen verlenen, Daarnaast wordt het disconteren
van gezondheidseffecten die later in de tijd optreden in economische
evaluaties besproken. In het kader van waardering van patiéntentijd en
verschillen in de waardering van deze tijd over verschillende groepen in de
maatschappij wordt ook bezien in hoeverre versnelde hulp aan
werknemers, om productieverliezen te vermijden, op een efficiénte en
rechtvaardige wijze kan worden verleend.

Belangrijke vragen die in dit proefschrift aan de orde komen zijn:

1. Hoe kan tjd van patiénten worden gewaardeerd in een economische
evaluatie vanuit een maatschappelijk perspectief en welke onderdelen
dienen daarbij in termen van kosten en welke in termen van effecten te
worden meegenomen?

2. Kan, vanuit een maatschappelijk perspectief, versnelde hulp aan
werkenden op een efficiént en rechtvaardige wijze worden
georganiscerd?

3. Hoe kan de tijd van informele zorgvetleners worden gewaardeerd in
economische evaluaties vanuit een maatschappelijk perspectief?

4. Moeten toeckomstige gezondheidseffecten in een economische
evaluatie worden gedisconteerd en zo ja, hoe?

Deze vragen zijn alle gerelateerd aan het centrale thema van dit
proefschrift:

Hoe verandert het hanteren van een maatschappelijk perspectief, vanuit een
beleidsmaker’s benadering, de methodologie van economische evalnaties, met nawie die
mrethoden miet befrekking ot Hid en tjdskosten,

Thwvee visies

Alhoewel kosten-effectiviteitsanalyse zowel in de welvaartseconotnische
benadering als in de beleidsmaker’s benadering er op is gericht
beleidsmakers te ondersteunen bij beslitvorming, leiden de verschillen
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tussen beide visies tot verschillen in aanbevolen methoden op
verschillende gebieden zoals het tneenemen van
rechtvaardigheidsaspecten, de waardering van productievetliezen, de
interpretatie van QALY's, enzovoort (hoofdstuk 2). Het gebruik van vaak
individualistische, welvaartstheoretische nutsmodellen als basis voor
methodologische aanbevelingen lijkt niet altijd te verenigen met de keuze
voor een maatschappelijk perspectief. Ook kunnen in dergelijke modellen
elementen ontbreken, die in werkelijke besluitvormingsprocessen van
belang zijn, zoals rechtvaardigheidsaspecten,

Alhoewel binnen de welvaartseconomie nut de belangrijkste vitkomstmaat
is, kan dit binnen gezondheidseconomisch onderzoek als minder geschikt
worden aangemerkt. Binnen de gezondheidszorg ligt de nadruk wellicht
meer op het produceren van gezondheid, het reduceren van
ongezondheid en het herstellen van fysicke en mentale mogelfjkbeden die
gezondheid met zich meebrengt (Culyer, 1990). In dat opzicht kan het
doel van de beleidsmaker’s benadering worden omschreven als het
optimaliseren van {gewogen) gezondheidseffecten met een gegeven
budget.

Tijd van patiénten

De waardering van veranderingen in de tijdsbesteding van patiénten is een
gebied waarin het hanteren van het maatschappelijk perspectief duidelijke
consequenties heeft voor de gebruikte (waarderings-)methoden in
economische evaluaties. De human capital methode kan worden
beschouwd als een waarderingsmethode vanuit cen individualistisch
perspectief. In dat opzicht is de methode minder geschikt om te
gebrutken in een analyse vanuit een maatschappelifk perspectief, waarbij
normale vervangingsmechanismen in de analyse en de waardering dienen
te worden betrokken. De frictiekosten methoden is momenteel de enige
praktische methode die hier rekening mee houdt en in dat opzicht start
vanuit een maatschappelijk perspectief,

Een belangrijk aspect bij de waardering van patiéntentijd is de
complementariteit van lowaliteit van leven meting en kostenmeting, Niet
alleen moet men keuzes maken met betrekking tot welke tijdselementen in
termen van kosten en welke in tetmen van kwaliteit van leven
veranderingen moeten worden aangemerkt, maar ook moet worden
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bezien in hoeverre bestaande kwaliteit van leven instrumenten reeds
bepaalde elementen van patiénten tijd beslaan. Dit vootrkomt het buiten
beschouwing laten of juist dubbeltellen van tijdskosten. Verminderd
rolfunktioneren en veranderingen in de mogelijkheden om normale
vrijetijdsbestedingen uit te voeren kunnen bij voorkeur in termen van
kwaliteit van leven worden gewaardeerd. Verloren productie bij betaald en
onbetaald werk kan bij voorkeur worden gewaardeerd in termen van
kosten (hoofdstuk 3). De precieze complementariteit tussen kosten en
kwaliteit van levenwaardering verdient nadere bestudering, met name de
mogelijke spanning tussen kwaliteit van leven waardering doot het
generale publiek en meer individualistische kostengegevens.

Alhoewel er een relatie bestaat tussen kwaliteit van leven en tijdskosten is
het niet aan te bevelen om productiviteitskosten, ic. de kosten van
verloren productie, in termen van kwaliteit van leven te waarderen, zoals
recent voorgesteld door een panel van vooraanstaande Amerikaanse
gezondheidseconomen (Gold et al, 1996). FEr bestaan belangrijke
bezwaren tegen een dergelijke waarderingswijze, zoals uiteengezet in
hoofdstukken 4 en 5. Een belangrijk bezwaar is dat er enkel een zwakke
relatie bestaat tussen inkomen en productiviteit in veel ontwikkelde
landen. Sociale voorzieningen zullen het inkomen van personen die
wegens ziekte niet langer (betaald) productief kunnen zijn op een bepaald
niveau handhaven. Qok lijkt het op deze wijze waarderen wvan
productiviteitskosten een meer individueel perspectief te hanteren en geen
maatschappelijk perspectief.

Het meten en waarderen van verminderde productiviteit bij betaald werk
zonder verzuim behoeft meetinstrumenten die op een accurate wijze het
prestatieniveau van personen kan meten op dagen dat zij bij het werk
gehinderd worden door gezondheidsproblemen. Zoals uiteengezet in
hoofdstuk 6, lopen de schattingen van de kosten van dit type
productiviteitskosten uiteen - wanneer men verschillende
meetinstrumenten gebruikt. Ziekte op het werk blijkt in de in hoofdstuk 6
beschreven populatie viij frequent voor te komen. Gemiddeld gaf 7% van
de respondenten op een willekeurige werkdag aan dat  zij
gezondheidsproblemen ondervonden terwijl zij werkten. Wel bleek dat
het prestatieniveau van deze personen in vergelijking tot normaal niet erg
daalde, waardoor de gerelateerde productiviteitskosten op bedrijfsniveau
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relatief laag zijn. Echter, voor specificke pati€ntengroepen kunnen deze
kosten aanzienlijk zijn. Het inschatten van de kwaliteit van het geleverde
werk in vergelijking tot normaal wordt veelal buiten beschouwing gelaten,
maar kan cen interessant aspect van geleverde arbeid toevoegen. De
hiertoe ontwikkelde (QQ-methode zou in de taekomst verder kunnen
worden toegepast en gevalideerd, samen met de andere gangbare
meetmethoden. Ook specificke vervangingsmechanismen door collega’s
en de inviced van de organisatie van arbeid in de onderzoeksomgeving
zouden profiteren van verder ondetrzoek.

Informele sorp
Informele zorgvetleners geven hun normale tijdsbesteding (deels) op om

zorg te kunnen verlenen wanneer in hun directe (sociale) omgeving ziekte
optreedt. De waardering van informele zorg kan van invioed zijn op de
resultaten bij bepaalde gezondheidszorginterventies, bijvoorbeeld bij zorg
voor Alzheimerpatiénten (Busschbach et al, 1998). Methoden die
trachten de volledige maatschappelijke impact van informele zorg te
waarderen zijn daarom belangrijk. In hoofdstuk 7 is een alternatieve
tijdwaarderingsmethode besproken, waarbij naast kosten ook de kwaliteit
van leven verandering als gevolg van het geven van informele zorg wordt
meegenomen, Indien vanuit een maatschappelijk perspectief alle kosten
en effecten dienen te worden meegenomen, ongeacht wie ge ondervindy, dan is
ook een kwaliteit van leven verandering bij informele zorgvetleners in
principe relevant. Met een combinatie van kwaliteit van leven en kosten
kan op deze manier de volledige veranderde tijdsbesteding van informele
zorgverleners worden gewaardeerd. De resultaten van kwaliteit van
levenmeting bij informele zorgvetleners dienen afzonderlijk van die bij
patiénten te wotden gerapporteerd.

Versnelde bulp voor werkenden

Het hanteren van een maatschappelijk perspectief kan tevens misallocaties
van middelen aantonen tussen gezondheidszorg en  andere
maatschappelifke sectoren. Het rantsoeneren van gezondheidszorg,
leidend tot lange wachtlijsten in de zorg, draagt weliswaar bij tot het
beperken van vitgaven in de gezondheidszorg, maar ook tot hoge kosten
in termen van productieverliezen of hogere productiekosten. Indien een
dergelijke relatie is ontdekt kan worden bezien of een betere allocatie van



Sarenvatting: 165
Tijd en tijdskosten in economische evalttattes vanuit cen saatschappelik perspectief

middelen mogelijk is, waar alle partijen van kunnen profiteren, Wanneer
werknemers als gevolg van ziekte niet langer kunnen functioneren in hun
werk, kan dit aanzienlijke maatschappelijke kosten teweegbrengen.
Werkgevers zijn in Nederland sinds 1994 gedeeltelijk en sinds 1996 geheel
verantwoordelijk voor de loondoorbetaling bij ziekte gedurende het eerste
jaar. Daardoor worden zij sinds die tijd rechtstreeks geconfronteerd met
de kosten die absentie teweeg kan brengen en zijn zij zich bewuster
geworden van het bestaan van deze kosten. Een van de consequenties van
de vetschuiving van deze kosten richting de individuele werkgevers, is de
discussie over versnelde hulp aan werknemers in zogenaamde
bedrijvenpoli’s. Zoals besproken in hoofdstuk 8, kunnen deze poli’s in
principe zo worden georganiseerd, dat versnelde hulp voor werknemers
zowel efficiént als rechtvaardig kan worden genoemd. Hiervoor is het met
name noodzakelijk dat voorheen onbenutte capaciteit (bijvoorbeeld
weekeinden en avonduren) voor deze versnelde hulp wordt benut.
Daatdoor kan de druk binnen de repuliere openingsuren verminderen,
waardoor ook niet-werknemers sneller dan voorheen geholpen kunnen
worden. Belangrijk is het ook te beseffen dat versnelde hulp kopen in
andere Europese landen wellicht niet valt tegen te gaan in het licht van
recente Europees rechterlijke uitspraken (Hermans en Brouwer; 1998a;
Hermans en Brouwer, 1998b; Brouwer en Hermans, 1999).

Het is overigens interessant te zien, dat een expliciete beschouwing van
productiviteitskosten in het kader van bedrijvenpoli’s en het verbinden
van consequenties daaraan met betrekking tot prioritering in de zorg,
heeft geleid tot een grote mate van maatschappelijk verzet tegen voortang
of tweedeling in de zorg, Immers, bij de beoordeling van verschillende
gezondheidszorginterventies met behulp van economische evaluaties
worden deze kosten ook meegenomen en kunnen deze kosten soms van
doorslaggevend belang zijn (Koopmanschap, 1994). Zo worden op het
niveau van een enkele interventie of evaluatie deze maatschappelijke
kosten meegerekend, hetgeen kan leiden tot een bevoordeling van betaald
werkenden op interventieniveau, terwijl een explicietere weging van deze
kosten, zoals in het geval bij versnelde hulpartangementen voor
werknemers, niet geoorloofd wordt geacht. Het verdient aanbeveling
fnstrumenten te ontwikkelen, die inzicht kunnen verschaffen in de
verdelende effecten van het meenemen van productiviteitskosten in
economische evaluaties.
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Disconieren van effecten

Disconteren van gezondheidseffecten omdat zij later in de tijd optreden is
ecn veelbesproken onderwerp binnen de gezondheidseconomische
literatuur. Veelal wordt nu gekozen voor een disconteringspercentage,
gelijk aan die van kosten (vaak tussen de drie en de vijf procent). De
keuze voor eenzelfde disconteringspercentage voor kosten en effecten
wordt veelal gebaseerd op het consistentieprincipe (Weinstein en Stason,
1977) en de uitstelparadox (Keeler en Cretin, 1983). Echter, zoals
uiteengezet in hoofdstuk 9, kunnen er vraagtekens worden gezet bij het
gebruik van eenzelfde disconteringspercentage voor kosten en effecten en
de vaak geclaimde noodzaak daarvan. Ook voor het disconteren van
effecten kan het innemen van een maatschappelijk perspectief
consequenties hebben. Met name de eedijke representatie wvan
toekomstige effecten en effecten in toekomstige generaties speelt hierbij
een rol. Alhoewel het disconteren van effecten vanuit een individueel
perspectief wellicht begrijpelijk is, lijkt dit minder het geval vanuit het
maatschappelijke  perspectief. Gebruik  makend  wvan  de
rechtvaardigheidstheotie van Rawls (1971), kan men beargumenteren dat
een meer ‘tijdloos’ of intergenerationeel maatschappelijk perspectief
ingenomen moet worden, waarin de basis voor het disconteren van
effecten daadwerkelijke verschillen tussen personen over tjd is.
Veranderende (voor kwaliteit gecorrigeerde) levensverwachting kan een
dergelijk objectief en relevant verschil tussen petsonen over de tjd zijn.
Samen met afnemend marginaal grensnut van additionele QALY kan dit
een objectievere basis vormen voor het disconteren van effecten dan de
huidige wijze van disconteren: Het blijft echter op dit moment moeilijk
een specifiek disconteringspercentage voor effecten aan te raden, omdat
het (nog) onduidelijk is hoe de waardering van additionele effecten over
de tijd verandert wanneer de levensverwachting verandert. Dethalve lijkt
het raadzaam het disconteren van effecten achterwege te laten en daatbij
te vermelden wanneer de effecten optreden. De keuze voor een eventuele
weging van tockomstige effecten berust dan bij de beleidsmaker, die
daarbij ook overwegingen van rechtvaardigheid en de belangen van
huidige en tockomstige generaties in ogenschouw kan nemen.
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Epiloog

Het hanteten van een tnaatschappelijk perspectief in economische
evaluaties van gezondheidszorgprogramma’s heeft consequenties voor de
methodologic in deze evalnaties. In dit proefschrift zijn enkele van deze
consequenties, voor de waardering van tijd van patiénten en informele
zorgverleners en het disconteren van gezondheidseffecten besproken
vanuit een beleidsmaker’s benadering van economische evaluatie.
Verschillende methoden  zijn besproken en onderzocht op hun
geschiktheid te worden gebruikt in evaluaties vanuit het maatschappelijk
perspectief. Ook zijn alternatieve waarderingsmethoden aangedragen.

Verdere harmonisatie van gebruikte methoden in economische evaluaties
en de verdere ontwikkeling van een uniforme presentatiewijze van de
resultaten zijn twee grote uitdagingen voor de toekomst. Het eerste kan
leiden tot cen betere vergelijkbaarheid tussen verschillende studies en
meer transparantic in hoe de resultaten tot stand zijn gekomen. Het
tweede kan leiden tot een betere informatieoverdracht naar de
beleidsmakets. Het ontwikkelen van een volledige ‘gereedschapskist’ voor
het uitvoeren van economische cvaluaties vanuit een maatschappelijk
perspectief zal veel inspanning vergen, maar is van groot belang. Dit
proefschrift hoopt iets aan deze ontwikkeling bij te dragen.
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