Annals of Internal Medicine

The Hidden Economics of Telemedicine

his issue contains an American College of Physi-

cians (ACP) position paper on the use of telemedi-
cine in primary care settings (1). Will we look back on
this paper a few years from now and think of it as
quaint—the way we might if we found an old ACP posi-
tion paper discussing whether physicians should ever
talk to their patients on the telephone? The idea behind
telemedicine is that patients do not always have to be
physically in front of physicians to receive care. The ap-
peal is obvious: Travel costs are largely eliminated;
care can reach areas without nearby clinicians; and, for
services such as dermatology that can often be deliv-
ered asynchronously, scheduling hassles are reduced.
These efficiencies have been realized in most other set-
tings where we accomplish all kinds of business without
face-to-face encounters. For example, | have never ac-
tually met my accountant.

However, bring up the opportunity of telemedicine
and someone is bound to return the statement, “No
one will pay for it,” or complain about licensure across
state lines or legal risk. Indeed, whereas recommenda-
tions 1 to 9 in the ACP position paper largely extend to
telemedicine the professional standards and infrastruc-
ture we expect of conventional practice, recommenda-
tions 10 to 13 highlight some of the reasons the uptake
of telemedicine is so much lower than its clinical and
economic promise suggests it ought to be (2).

In truth, forms of telemedicine have been in place
for decades and there is some payment for selected
services. Medicare pays but only under restrictive con-
ditions. State Medicaid programs vary widely in their
telemedicine payments, and many private payers do
not pay at all. When they do, they often pay less than
providers think reasonable. To understand how to get
social value from telemedicine, it is worth unpacking
the economics.

To start, let us put aside the comparison of the out-
comes of patients who could be seen face to face but
are instead “"seen” with telemedicine (3). This is a ques-
tion worthy of empirical testing, but it will certainly vary
across contexts and change over time. Let us assume
that the clinical outcomes of each encounter are the
same and ask who gains and who loses.

Some patients who would have visited the physi-
cian face to face instead have a telemedicine “visit.”
They potentially gain a lot. There are no travel costs or
parking fees. They might have to wait, but presumably
they wait at home or at work where they can do some-
thing else (like many of us do when placed on hold).
There is no waiting at all in asynchronous settings (the
photograph of your rash is sent to your dermatologist,
but you do not need a response right away). The costs
avoided do not appear on the balance sheets of insur-
ance companies or providers, and even if you itemize
your deductions, you cannot deduct waiting time as a
medical expense on your federal tax return. However,
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the costs avoided are meaningful even if they are not
counted in official ways.

There are the patients who would have foregone
care entirely because the alternative was not a face-to-
face visit but no visit. There are no neurologists who
treat movement disorders in your region. The emer-
gency department in your area could not possibly have
a stroke specialist available at all times. It is not just that
the stand-ready cost of keeping specialized staff
around is too high; there are not enough of these spe-
cialists to allocate regionally. We leave patients out
when we ask how telemedicine visits compare with
face-to-face visits: all of the patients who, without tele-
medicine, get no visit at all.

Savings for physicians, hospitals, and other provid-
ers are potentially enormous. Clinician-patient time in
telemedicine is almost certainly shorter, requiring less
of the chitchat that is hard to avoid in face-to-face inter-
actions. There is no check-in at the desk. There is no
need to devote space to waiting rooms (in some facili-
ties, waiting rooms occupy nearly one half of usable
space). No one needs to clean a room; heat it; or, in the
long run, build it.

That is the real opportunity of telemedicine. When
physicians and other providers complain about tele-
medicine reimbursement not covering costs, do they
recognize that those costs could be so much lower with
telemedicine? Zappos.com can offer a larger variety of
shoes less expensively, partly because demand is not
constrained locally and partly because it does not have
to support physical shoe stores. This is the story of “the
long tail” in retail (4). From the customer's perspective,
if you have unusual taste in shoes, an unusual foot size,
or an unusual disease, you are often better off online—
particularly if you live in a small town.

On the other hand, payers worry that if they reim-
burse for telemedicine, then every skin blemish that
can be photographed risks turning from something
that patients used to ignore into a payable insurance
claim. Indeed, it is almost certainly true that if you make
it easy to access care by telemedicine, telemedicine will
promote too much care. However, the same concern
could be reframed this way: An advantage of requiring
face-to-face visits is that their inconvenience limits their
use. Do we really want to ration care by inconvenience
(5), or do we want to find ways to deliver valuable care
as conveniently and inexpensively as possible?

If there is something fundamentally different about
telemedicine, it is that many of the costs it increases or
decreases have been off the books. We almost never
internalize the costs patients face when they travel to
appointments and wait. We sometimes recognize the
costs of building waiting rooms and the time it takes for
clinicians to get through a single patient encounter. We
feel most palpably the charges that are recorded in in-
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surance claims. We are often blind to the costs that
result from needed care that was too hard to access.

The scalable gains from telemedicine will come
from delivering care to populations—sometimes highly
specialized care, in totally different ways—often with
less physical infrastructure and less of the baggage that
accompanies conventional practice. Although the ACP
position paper urges parity between telemedicine and
face-to-face medicine in how physicians practice and
get paid, arguing for parity is a trap if it merely carries
forward practice styles and reimbursement require-
ments from 1 context to the other. The innovation that
telemedicine promises is not just doing the same thing
remotely that used to be done face to face but awak-
ening us to the many things that we thought required
face-to-face contact but actually do not.
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