


Executive Summary

This study illustrates the importance for policymakers of long-term budget impact analyses of
preventive health policies, specifically those aimed at obesity prevention. The study recommends that
the Congressional Budget Office (CBO), the agency responsible for estimating costs of proposed federal
legislation, develop the capacity to estimate the costs of these policies over a 75-year horizon.

Background

Obesity rates have doubled among adults in the last twenty years and tripled among children in a single
generation. Evidence suggests that by 2040 roughly half the adult population may be obese. Obesity
increases the risk of type 2 diabetes, high blood pressure, heart disease, certain types of cancer, stroke,
and many other diseases and conditions. These associated conditions carry high financial costs and can
be devastating to quality of life. Health care spending due to obesity is estimated to be as high as $210
billion annually, or 21 percent of total national health care spending. When also accounting for the non-
medical costs of obesity, the overall annual cost is estimated to be $450 billion.

The Institute of Medicine and other scientific bodies have identified evidence-based strategies for
addressing the childhood obesity epidemic. One impediment to pursuing obesity prevention policies at
the federal level lies in how their budgetary impacts are assessed. CBO generally uses a ten-year budget
window, but effective preventive health measures can have long-run budgetary impacts that differ
greatly from their ten-year projections. In fact, very little of the federal savings they induce may be
captured in the first decade, especially if an intervention is geared toward children or young adults and
yields meaningful impacts on health care costs for individuals receiving Medicare decades in the future.

In addition to distorting policymakers’ understanding of the net cost of preventive health policies, a
narrow budget window also fails to distinguish between effective and ineffective interventions. Because
a ten-year window misses most or all of the savings from an effective obesity prevention policy, a ten-
year cost estimate for such a policy would not differ from a ten-year estimate for an ineffective one.

The Study

This study constructs an illustrative model of the long-term budget impact of obesity prevention
policies, accounting for the Medicaid, Medicare, Social Security, and tax effects of preventing obesity.
The model demonstrates the complexities involved in reaching a long-term cost estimate. Using four
obesity prevention policies and programs as examples, the model generates lifetime (i.e., 75-year) per-
capita savings estimates for different types of people. In so doing, it makes it possible to compare the
discrepancy between 75-year and ten-year cost estimates of a policy to prevent obesity.

General Findings

The largest budgetary benefits from obesity prevention are the federal savings within the Medicare and
Medicaid programs that would result from avoiding obesity-related diseases and co-morbidity. Another



benefit to the federal budget of curbing obesity is increased tax revenues. Obese workers earn lower
wages on average than normal-weight workers, and higher wages resulting from obesity prevention
would yield more tax revenue. Healthier workers may also enjoy longer careers and greater productivity,
both of which increase tax revenues.

These cost decreases and tax revenue increases add up to significant federal budget savings over the
long term. On the other side of the ledger, the federal government would have higher entitlement
program costs because people who avoid obesity generally live longer.

Because the greatest amount of benefit, and thus federal savings, is achieved by preventing obesity in
childhood, the study concludes that the most appropriate budget window for preventive health
measures is 75 years. In addition, there is precedent for a 75-year window: a recent CBO study of an
increase in the cigarette tax included a 75-year cost estimate, and CBO, along with the Social Security
and Medicare trustees, routinely provides 75-year projections for those programs.

Illustrative Savings Analyses

The federal budget impact of preventing obesity differs depending on an individual’s income, age, and
gender, among other characteristics. This study examines four obesity prevention programs/policies to
illustrate the net costs for different types of individuals.
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screenings were responsible for
helping 1 million children and teens maintain normal weight throughout their lives as average income
earners, estimated federal savings (excluding the cost of the intervention) would range from $113
million (if all boys) to $44.1 billion (if all girls).

2. SCHIP childhood obesity demonstration project (represents average Medicaid enrollee, age 19
through end of life). Assuming the strategies devised through this demonstration result in a child
avoiding becoming obese throughout his or her life, the indirect lifetime federal savings estimate for an
average female Medicaid beneficiary would be $41,500, and for an average male Medicaid beneficiary,
$30,600. If the obesity demo were responsible for 1 million children who are future Medicaid



beneficiaries maintaining normal weight throughout their lives, federal savings (excluding the cost of the
intervention) would range from $30.6 billion (if all boys) to $41.5 billion (if all girls).

3. Diabetes Prevention Program (DPP) (represents average participant, age 51 through end of life). For
a 51-year-old female participant, the wage effect of obesity prevention is reduced relative to a younger
woman, making the indirect federal savings estimate $18,400. As there is no statistically significant wage
effect for men, the estimate for a comparable man is $113, the same as a younger man not on Medicaid.
If the DPP helped 1 million people in this age range maintain normal weight, estimated federal savings
over 75 years (excluding the cost of running the DPP) would be $113 million for 1 million male workers
and $18.4 billion for 1 million female workers.

4. Weight-loss drugs in Part D (represents average Medicare beneficiary, age 65 through end of life).
Covering weight-loss drugs under Medicare Part D would only affect Medicare beneficiaries, thus
excluding the wage effect for women. The savings estimate for a female Medicare beneficiary is thus
$11,400. For a male Medicare beneficiary, the savings estimate is again $113. If weight-loss drugs
helped 1 million older adults achieve normal weight, estimated federal savings (excluding drug costs)
would range from $113 million for 1 million men to $11.4 billion for 1 million women.

Next Steps

Given the clear evidence that obesity contributes significantly to increased federal health care costs and
adversely impacts workers’ incomes, policymakers need more thorough budgetary analyses that can
capture the long-term impact of effective obesity prevention policies. Particularly with the budget
constraints lawmakers currently face, it is critical to identify the most effective preventive measures,
and that goal can only be achieved with a longer budget window.

Properly modeled, effective obesity prevention measures will demonstrate their cost-containment
effects outside the ten-year budget window. The next step beyond the illustrative case studies
presented here would be for CBO to develop full-scale 75-year cost estimates that reflect the variation
in health status and income levels.
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