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TELEHEALTH ROI AND POPULATION HEALTH

INTRODUCTION

Telehealth is more than an innovation, as market forces continue to shift the healthcare landscape at an 

alarming pace, it is a way to extend and deliver care. That fact becomes increasingly clear when con-

sidering telehealth’s return-on-investment (ROI) in the value-based world of healthcare, which rewards 

physicians and hospitals for quality and outcomes in contrast to the traditional fee for service which pays 

them for separate procedures. 

As the economics of healthcare change to a value-based model and patient populations expand borders, 

providers are taking on risk for population health through mechanisms like Accountable Care Organi-

zations (ACOs), which incentivize providers to keep patients healthy, and bundled payments, which pay 

providers flat fees for defined episodes of care such as joint-replacement, coronary artery bypass graft 

surgery, heart failure, stroke and heart attacks. 

Other factors are converging that support telehealth as a solution for the times. While the business 

model of healthcare changes, “the disease burden is changing too,” says Joe Kvedar, MD, VP, Connected 

Health, Partners HealthCare in Boston (http://connectedhealth.partners.org/). “We’ve largely conquered 

acute illnesses, such as infections, and must now deal with the ever-growing specter of lifestyle-related, 

chronic silent killers such as diabetes, hypertension, high cholesterol and obesity.”1 

Chronic illnesses such as asthma, diabetes, heart failure and hypertension—and today some forms of 

cancer—account for as much as 70 percent of overall healthcare costs and experts say are the number 

one priority of primary care in this country.2 The task: to manage patients in a preventive, holistic manner 

tailored to their lifestyle. If performed correctly, preventive medicine through chronic disease manage-

ment can generate dramatic ROI. 

TELEHEALTH AS A POPULATION HEALTH PLATFORM

Telehealth offers an ideal platform for managing population health, which involves team-based primary 

care, patient-centered medical home, tools for identifying at-risk populations such as the chronically ill 

and predictive modeling. A well-designed, next-generation telehealth platform built upon a HIPAA-com-

pliant and cyber-secure foundation enabling virtual exams with simultaneous health-data streaming to 
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provide in-office exam quality can deliver clinical care anytime, anywhere. Telehealth offers solutions 

across the board for accountable care and population health, including managing chronic illness. 

A key development in the calculation for telehealth ROI occurred recently when the Centers for Medicare 

& Medicaid Services announced a new current procedural terminology (CPT) reimbursement code for 

chronic care management (CCM). The new payment code acknowledges the value of care management 

that is not face-to-face and that’s delivered by non-physician providers. 

The CMS rule recognizes that patients with chronic conditions were often managing their own care 

between physician visits because providers were not reimbursed for care that is not face-to-face. Under 

the new rule, CMS reimburses for at least 20 minutes of clinical staff time in a month for each enrolled 

patient, with specific guidelines for what patients are eligible and what services are covered. The reim-

bursement rate averages over $40 per patient per calendar month, or almost $500 per patient annually. 

This development opens the door for remote monitoring and other telehealth tools and strategies. “We 

will now be able to engage with providers, particularly primary care physicians, who have modernized 

their practices using a team-based patient-centered medical home strategy,” says Kvedar. “The CCM 

code also enables us to approach the market with a ROI-based business proposition rather than some of 

the hand waving we’ve employed in the past. It is still early going, but I predict this code will bring a big 

lift to connected health as a tool for chronic illness management.” 3

SAVINGS FROM TELEHEALTH

Even before the new CPT reimbursement numerous studies have shown the value of telehealth when 

applied to managing chronic disease and other primary care, including the cost avoidance from prevent-

ing readmissions.4 For example, a study published in Health Affairs found that a telehealth tool used to 

support coordinated care for chronically ill Medicare beneficiaries was able to reduce spending as much 

as 13 percent or more per quarter. The results found that carefully designed and implemented care man-

agement and telehealth programs can help reduce healthcare spending and even produce significant 

changes in clinical outcomes.5 

According to a 2014 study the average cost of a telehealth visit was $40 to $50 per visit compared to 

the average estimated cost of $136 to $176 for in-person acute care.6 The most common diagnoses made 

during a telehealth visit are sinusitis, followed by cold/flu/pertussis and urinary tract infections. Patient 

issues were able to be resolved during the initial telehealth visit an average of 83 percent of the time.

The study found that, assuming a telehealth visit costs about $50 per visit, the estimated savings per 

commercial telehealth visit were $126. In Medicare, where telehealth visits are reimbursed at the same 
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rate as in-person care, savings would still be realized from replacing in-person care with telehealth visits 

where appropriate. In fact, replacing in-person acute care services with telehealth visits reimbursed at 

the same rate as a doctor’s office visit could save the Medicare program an estimated $45 per visit. 

Telemedicine typically replicates anything in an exam room, but it does so remotely or as an extension 

of the exam room such as an encounter between a cardiologist at an academic medical center and a 

patient 250 miles away in the mountains. Telehealth encompasses a much larger spectrum that includes 

remote monitoring for wellness and chronic disease management. 

CALCULATING TELEHEALTH ROI

The complexity of telehealth offerings and care environments can make calculating a comprehensive ROI 

difficult. 

“There’s a tremendous variety of telehealth and telemedicine solutions,” says Mike Mytych, principal 

and founder, Health Information Consulting, LLC. In a recent evaluation for a large payer of telehealth 

solutions to support care coordination he concluded the best approach is to view telehealth from the 

perspective of total-cost-of-ownership over the life of the program, which can be a complex interplay 

of people, process and technology. Telehealth has demonstrated ROI from preventing readmissions and 

costly ER visits, and improved chronic disease management, but as the industry moves to a value-based 

model health systems are exploring even better ways to incorporate telehealth into clinical workflow. 

To help guide healthcare organizations in determining the ROI of telehealth in different settings with or 

without reimbursement, the Oakland, Calif.-based Center for Technology and Aging (http://www.techan-

daging.org/) collaborated with the Center for Connected Health to develop an ROI tool to evaluate intrin-

sic financial benefits of remote patient monitoring (RPM). 

“RPM technologies that collect clinical and behavioral data from individuals for review by a healthcare 

provider have been shown to improve patient care and patient outcomes,” according to the Center for 

Aging and Technology’s report on the model. “Studies indicate that use of RPM for serious chronic health 

conditions, such as heart failure, is associated with improved symptom recognition and control and 

decreased use of acute care services.” 

Although the ROI of RPM tool is still evolving, results from early testing of the concept at five diverse 

health systems found that the benefits of using RPM to more closely monitor patients with serious 

chronic health conditions were shown to outweigh the costs of RPM in all five healthcare organiza-

tions, and ROI on RPM investment can be attributed to reduced hospitalization rates in four of the 

five organizations. 
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CONCLUSION

Accountable care and population health are literally and figuratively shifting the paradigm for healthcare 

delivery. To not only survive, but thrive, in this new environment, we need more than just another inno-

vative technology, we need a new way to extend and deliver quality care. Telehealth does that with a 

demonstrable ROI.

When it comes to managing remote or chronically ill populations, a next-generation telehealth solution 

should be built upon a HIPAA-compliant and cyber secure foundation enabling real-time virtual exams 

with simultaneous health-data streaming to provide in-office exam quality that can deliver clinical care 

anytime, anywhere. Such a telehealth solution offers a true platform for population-health management. 
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