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Hands On Exercise - Answers
Option 1:
You are a manager of a county agency charged with health promotion. You are presently offering a regular smoking cessation class and wonder how the cost per quit attributable to your class compares to that reported by other smoking cessation classes across the state.

Cost-effectiveness analysis; program manager perspective

Costs 
= 
cost of offering the cessation class from the manager’s point of view 

=
$500 + $1000 + $1200 + $1500 + $100 + $400*0.5 
=
 $  4500

Effectiveness
=
3 – 1 = 2 quitters due to the program

Cost effectiveness ratio = $4500 / 2 = $2250 per quit attributable to the program

This number can now be compared to other published incremental cost per quit estimates to see how your program compares.

Option 2:

You are a manager of a state health agency charged with deciding how the state’s limited health care budget is spent. You are considering including smoking cessation classes in your budget. Right now the mix of programs you are promoting to reduce various health risks cost up to $10,000 per quality-adjusted life-year (QALY). Before adding these classes you want to make sure that they will increase your constituent’s longevity and quality of life enough to make the program’s costs worthwhile.

Cost-utility analysis; program manager perspective

Costs 
= 
cost of offering the cessation class from the manager’s point of view 

=
$500 + $1000 + $1200 + $1500 + $100 + $400*0.5
=
 $  4500

Effectiveness
=
3 – 1 = 2 quitters due to the program

Utility (QALYs) = 
2 * 2.5 = 5 QALYs gained because of the program

Cost utility ratio = $4500 / 5 = $900 per QALY gained due to the program

The incremental cost per QALY of the class is substantially less than that paid for other health promotion initiatives presently being funded by this state health agency. For example, diabetes screening costs $7700 per QALY and human papilloma virus (HPV) vaccination costs $5000 per QALY. The cessation class should be seriously considered. 
Option 3:

You are manager in a state Medicaid agency and you are considering whether to add smoking cessation classes for your clients. As usual you have limited funding. You know these classes cost money to run, but also know that any reduction in healthcare needs that would be achieved due to smoking cessation would save you money. You want to know whether there would be a net benefit to your budget of offering these classes.

Cost-benefit analysis; program manager perspective

Costs 
= 
cost of offering the cessation class from the manager’s point of view 

=
$500 + $1000 + $1200 + $1500 + $100 + $400*0.5 
=
 $  4500

Effectiveness
=
3 – 1 = 2 quitters due to the class

Benefits 
= 
2 * $2500 = $5000 health care costs saved because of the class

Net benefits
=
$5000 - $4500 = $500 in net benefits to Medicaid due to offering the cessation class

This class is cost saving to Medicaid. It should be considered to be offered to Medicaid clients.

Option 4:

You are a manager in the state department of health and are trying to decide whether the state should fund smoking cessation classes. You already have a number of initiatives in place to improve the longevity and quality of life of residents, and want to see if it makes sense to add smoking cessation classes to the mix. In your task you want to take all benefits and costs to the state and its population as a whole into consideration. Therefore, worker productivity is considered because it is important to the economic health of the state; healthcare costs are important to employers, individuals, and to Medicaid; and individuals’ direct benefits and costs should also be considered. At present it has been decided that interventions that cost more than $10000 per quality-adjusted life-year (QALY) are given lower priority than those costing less.

Cost-utility analysis; societal perspective

Cost of offering the cessation class 

=
$500 + $1000 + $1200 + $1500 + $100 + $400*0.5 
=
 $  4500

Cost to the clients of attending the cessation class


=
$400*0.5 + $10 * 30 




=
 $    500

Cost saving to clients who quit because they no longer have to buy cigarettes


=
$7000 * 2 net quitters due to the class

=
 $14000

Cost saving to employers due to increased productivity of former smokers


=
$10000 * 2 net quitters



=
 $20000

Cost saving to the health care system due to improved health of smokers who quit


=
$2500 * 2 net quitters




=
 $  5000 

Net cost (savings) of the program from the societal perspective

=
$4500 + $500 - $14000 - $20000 - $5000

=
($34000)
Effectiveness
=
3 – 1 = 2 quitters due to the class

Utility (QALYs) = 
2 * 2.5 = 5 QALYs gained because of the program

Cost utility ratio = -$34000 / 5 = $6800 saved per QALY gained due to the program

Actually because in this case offering the class both reduced costs and increased benefits (utilities), no cost-utility ratio should be calculated. Instead it is noted that the option of offering the class “dominates” not offering the class. The class is cost-effective and should be offered.
Option 5:

You are an employer and you are considering offering smoking cessation classes for your employees. You care about the welfare of your employees, but you are also a business-person and want to see a net return for this program. You are not self-insured, so you are not directly concerned with any impact on health care costs.

Cost-benefit analysis; employer’s perspective

Costs 
= 
cost to the employer of offering the cessation class 

=
$500 + $1000 + $1200 + $1500 + $100 + $400*0.5 
=
 $  4500

Effectiveness
=
3 – 1 = 2 quitters due to the class

Benefits 
= 
2 * $10000 = $20000 in productivity gains because of the class

Net benefits
=
$20000 - $4500 = $15500 in net benefits to the employer due to offering the cessation class

Return on investment (ROI) = ($20000 - $4500) / $4500 = 344%

According to these estimates this class offers substantial net benefits to the employer and a high ROI. It should be considered to be offered to employees.
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