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Abstract 
Before updating any willingness-to-pay (WTP) per quality-adjusted life-
year (QALY) threshold, a few points must be recognized. Ethical 
justification for using WTP thresholds and QALYs lies in incorporating the 
preferences of those whose treatment could be affected by resulting 
resource allocations. For WTP thresholds, such justification depends on 
the sufficiency of a match between a group—members of an insurance 
pool from which health care payments and services are drawn—and 
those whose health care is potentially affected. For QALYs, that 
justification depends on eliciting the right persons’ preferences to inform 
quality-adjustment ratings; on balance it should be from those who have 
the conditions being rated. Because the value of simply being alive is not 
adequately accounted for, how life extension and quality improvement 
are combined in constructing the QALY is its most significant 
shortcoming as a measure. Although updating WTP thresholds might be 
better than not updating them, this manuscript suggests why drawing on 
a less fundamentally flawed concept than the conventional QALY is more 
important. 

 
To claim one AMA PRA Category 1 CreditTM for the CME activity associated with this article, you must do the 
following: (1) read this article in its entirety, (2) answer at least 80 percent of the quiz questions correctly, 
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Case 
A willingness-to-pay (WTP) threshold, according to the World Health Organization (WHO), 
is a value used to represent “an estimate of what a consumer of health care might be 
prepared to pay for the health benefit” and is often based on a country’s per capita 
gross domestic product.1 In the United States, a WTP threshold of $50 000 to $100 000 
is still referenced and used today by public and private policymakers, insurers, and 
researchers, for example, despite having been established in 1982.2 
 
One health care organization’s executive, Dr CXO, has suggested, “Given how insurers 
and other third-party payers in the US health care system rely on population-based WTP
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thresholds to guide decisions, we should probably be leerier of using estimates that are 
so old.” 
 
Dr CXO continued, “If a patient or that patient’s physician, for example, asked me why 
we’ve been using decades-old value estimates to determine, say, what a patient’s 
additional quality-adjusted life-year (QALY) might be worth, I don’t think I’d be able to 
come up with a very convincing answer.” 
 
Dr CXO then assembled a long-term task force charged with updating the WTPs the 
organization uses, particularly as they relate to QALYs. How the WTPs should be updated 
is, however, unclear to task force members as they begin to deliberate. 
 
Commentary 
To engage in the ethical debate about the current threshold value for a WTP/QALY ratio, 
or the willingness to pay for a QALY gained, and the importance of updating it, a clear 
understanding of the essential functions and nature of both WTP and QALY is required. 
Their ethical relevance lies in their reflecting the preferences of those whose health is 
directly affected by the allocation of health care resources that a given threshold guides. 
Both the “preference” and “those affected” aspects are important. The value of health 
care, to be sure, is not only the value of the care to those whose health is at stake, but 
its value to them is primary. Health care, after all, is primarily for its recipients, so their 
preferences must be prioritized. 
 
What WTP and QALY Represent 
A WTP/QALY threshold expresses preferences about the relative value of health care 
compared to things other than health care for which the same financial resources might 
be used. Providing an upper limit on what should be spent on any treatment or program 
is the threshold’s primary use. A secondary use emerges when the upper monetary limit 
of a QALY’s value is empirically derived for many services and treatments. Then the 
resulting values of cost/QALY ratios of various services and treatments can be 
compared and used to set priorities within health care. 
 
The QALY itself represents trade-off preferences for 2 different kinds of health benefits. 
It is constructed to combine both life extension and quality-of-life improvement in a 
common unit of health benefit value measured on a 0 to 1.0 scale. To do that, people’s 
trade-off preferences between quality-of-life improvement and life extension must be 
elicited, typically by time trade-off (TTO) and standard gamble (SG) questions.3 TTO 
questions ask what portion of an anticipated remaining life with a given imperfect 
health-related quality of life—paraplegia, for example—one would be willing to sacrifice to 
regain full health. SG questions ask what chance of death a person is willing to take to 
regain full health. Essentially these are the right questions. How else would one get the 
subjective preference utility value of 2 different sorts of things into a common scale 
except by trade-off preferences? Such a health state valuation—the quality adjustment 
of the value of a year of life in different conditions—forms the empirical core of QALYs. 
 
Whose WTP? 
WTPs. Typically, most health care expense is paid through insurance, either private 
(individual or employer sponsored) or public (Medicare or Medicaid), or by direct public 
provision funded by the tax-paying public, such as the British National Health Service 
(NHS) or the US Veterans Health Administration (VHA). All are collective arrangements. 
The contributions of subscribers, employers, or taxpayers are pooled and then either 
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paid out to providers or used to fund a direct provision entity like the VHA or NHS. The 
individual connections between those who originally contribute the resources and those 
who receive the care do not need to be tracked. The relevant WTP preferences are 
therefore those of all funding contributors who might receive health care through the 
pool. The WTP threshold should therefore be the aggregate preference of the pool. 
 
QALYs. In the denominator of the threshold (the QALY), whose preferences to use in 
determining how much quality-adjustment is appropriate for a year of life in a given 
condition gets complicated. Actual patients, particularly those with chronic illness and 
disability, rate their quality of life more highly than do “hypothetical patients,” who are 
only imagining themselves with the conditions they are rating.4,5,6,7 Adaptation and the 
more direct knowledge of those who actually have the conditions probably explain most 
of the difference. 
 
The central argument for using hypothetical patient ratings is that health state valuation 
needs to incorporate everyone in the insurance pool. Everyone has a potential stake in 
the ratings, since anyone can sooner or later end up with one or more of the conditions 
being rated. Hypothetical patients should, of course, imagine as best and knowledgeably 
as they can what life for them would be like in the condition they are rating. 
 
The case for using the ratings of actual patients, however, is stronger. Health state 
valuation is an attempt to get at the relative values of real conditions that patients will 
experience. Patients are the ones who actually do experience those conditions. Since it 
is their health and life in those conditions that is the real health and life at stake, if we 
want to get the preference utility of the real thing (why should we not?), the primary data 
need to come from actual patients. To be sure, many further factors complicate the 
choice of whom to ask, but they do not change the essential argument.6,7,8 
 
Deeper Problems 
Deeper problems lie not in whose preferences to elicit but in the QALY’s essential nature 
as a common unit of health benefit expressing trade-off preferences between quality of 
life and life itself. For treatments and services that reduce pain and suffering and 
improve quality of life, health state valuations from actual patients may work reasonably 
well in discerning the value that health-related quality-of-life changes have for them. The 
more difficult problem comes with the value of life itself—added or lost years. 
 
The value of life itself—being alive at all for a given time, not the quality of life during that 
time—is life’s value compared to not being alive—that is, compared to death. With death, 
however, everything of experiential value to the person is lost. Compared to death, then, 
any life short of the most difficult and despairing conditions that would make life not 
worth living can and often will assume enormous value. Something, when it’s all one can 
get, is worth a very great deal compared to nothing. This alone will tend to equalize the 
subjective value to each individual of life extension in various conditions. 
 
With one further element, the phenomenon of adaptation, we can see how compelling 
the claim is that for different persons across most health states, life itself has equal 
value. We already know that health state valuations by persons with a condition like 
paraplegia are higher than the ratings that people only imagining themselves with 
paraplegia give.9 The latter might be willing to trade 20% of their life expectancy to gain 
a cure, for example, while the former are willing to trade only 5% (a 0.80 rating 
compared to 0.95). The preference trade-off disparity is even greater for some with 
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disabilities, who are unwilling to trade any of their life expectancy to gain a cure.10 Such 
“no traders” insist that even with disability, life compared to death has full value (1.0). 
 
Such “hedonic adaptation”11 is also referred to as the “relativity of happiness,”11,12 and 
the structure underneath it as the “psychological immune system.”13 As important as it 
is, adaptation’s empirical limits should be recognized. People do not adapt much to 
what they see as temporary afflictions; for example, the adaptation effect is strong only 
for those with chronic conditions regarded as likely permanent.14 
 
At the same time, these same persons with chronic conditions insist that quality 
improvement has value, too. The two are different dimensions. In answering TTO 
questions by being willing to sacrifice 1 of 20 years to gain a cure, for example, they are 
rating their quality of life at 0.95. They do see value in health status improvement. Yet a 
moment’s reflection reveals that life itself has as much value for them as it has for those 
who can survive with full health-related quality of life. In saying she would be willing to 
sacrifice 1 year of 20 if she could regain full limb function for the rest of her life, a 
person has not said that her life itself (that is, her life compared to death) has any less 
value for her than the life itself of the person without paraplegia has for that person. 
Even people without paraplegia who think about this, when they really do see 
themselves in the shoes of the person with paraplegia, can readily understand how that 
person can still value life as much as they themselves do. 
 
But if the equal value of life is intractable, so is the value of quality improvement. The 
essential structure of the QALY, which combines the value of both quality improvement 
and life extension in a common unit of value measured on a 0 to 1.0 scale, seems not to 
represent the real value to people with imperfect health-related quality of life of both 
their life extension and their quality-of-life improvement. Calculations using the QALY, 
created by trade-off preferences between a shorter life with full health and a longer life 
with imperfect health, yield the conclusion that since the value of quality improvement 
from a cure is 0.05 for a person with paraplegia in the example above (1.0 minus 0.95), 
then the value of a year of life extension for the person with paraplegia must be 0.95, 
and thus the priority for saving that person’s life drops compared to the value of saving 
the life of a person in otherwise full health.8,15 If we pay careful attention to the real 
values of both quality improvement and life extension, however, priority for saving the 
life of the person with paraplegia should not be one bit less than the person without it. 
 
Updating the Cost/QALY Threshold 
If the QALY has these internal contradictions, then it’s right to question whether and 
when the value of the WTP/QALY ratio should be used. The QALY is the wrong thing to 
use in discerning what people are willing to pay for. It might be possible to use the WTP 
without QALYs to set limits on health care. WTP per QALY gained, however, should be 
sidelined. Before updating any cost/QALY threshold, we need to work on what it is that 
we are asking people they are willing to pay for. Perhaps it will be WTP for a life-year and, 
separately, WTP for health-related quality-of-life improvements.16 
 
Regardless of which thresholds are appropriate for limiting health care that’s too costly 
for what it gains, another consideration is whether we should use different thresholds 
for different groups or individuals. A paradigmatic example is the end-of-life premium 
that has gained traction in recent years, particularly in the NHS and its National Institute 
for Health and Care Excellence.17 Years of life saved at the end of life are accorded 
additional value (a premium) beyond their mere number. When the context is a 
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collective enterprise in which everyone has a stake—an insurance pool, a public 
provision agency, or standards used widely in the society—even persons who are not 
elders are likely to become elders and also gain from the premium. An end-of-life 
premium can thus represent a wider social judgment than one favored only by elders. A 
limited range of such different cost/value thresholds9 could make sense if it is simple 
enough for practical use and the value can be identified with by most members of the 
pool. 
 
Conclusion 
Ethically, WTP per se is not the significantly problematic element in a cost/QALY 
threshold. The QALY part is. Perhaps, as flawed as it is, a greatly revised version of a 
cost/QALY threshold would be better.16 The important focus, however, should be on 
revising the QALY itself as ethically flawed. The value of a year of life plus the value of 
quality improvement in a year of life should not be confined to a 1.0 maximum in which 
the larger the quality adjustment for a condition, the lower the priority for life extension 
in that condition must be. If the current threshold is simply updated, this more important 
need will have been ignored. 
 
Dr CXO’s answer to a patient or physician should acknowledge that the whole business 
of discerning a WTP/QALY threshold should be reexamined. The long-term task force 
should not just establish a new threshold but reexamine the QALY itself. 
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Editor’s Note 
The case to which this commentary is a response was developed by the editorial 
staff. 
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