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One Slide Summary
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• Consolidation, Consolidation, Consolidation!!!
� Fewer treatment sites
� Higher overall treatment costs

• And even more consolidation!
� Top 3 pharmacy benefit managers (controlling 80-85% of the Rx drug 

market) will control or be controlled by the #1, 3 & 4 largest health 
insurers
• More restrictions on cancer patients getting the right treatment and on 

time

• Drug prices are a very real but “messy” issue

• Aspects of the President’s blueprint on lowering drug prices 
would be a disaster for cancer patients



Consolidation of Cancer Care
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1,654 clinics and/or practices closed, 
acquired by hospitals, merged, report 
financial struggles from 2008-2018

• 11.3% increase in closings, 8% 
increase in consolidations since 
2016 report

• See full report at 
CommunityOncology.org 



Push & Pull of Consolidation
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Push
• Declining Payment 

for Cancer Care
• Administrative 

Burdens: 
Physicians forced 
to do more 
paperwork than 
treat patients

• Obstacles to 
Patient Care: 
Insurance prior 
authorizations & 
PBMs

Pull
• Hospital 

Hardball Tactics: 
Cut off referrals 
to oncologists 

• 340B Drug 
Discount 
Program



PBM Impact on Patient Care
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PBM Horror Stories Series   |   1

Delay, Waste, and Cancer Treatment Obstacles: 

The Real-Life Patient Impact 
of Pharmacy Benefit Managers

There is growing awareness of the problems and pitfalls with Pharmacy Benefi t Managers (PBMs) 
in the United States health care system. Contracted by insurance carriers to negotiate on their 

behalf with pharmaceutical companies, these ‘middle men’ corporations have quietly become an 
unavoidable part of our nation’s health care system. Controlling at least 80 percent of drug benefi ts 
for over 260 million Americans, PBMs have the power to negotiate drug costs, what drugs will be 
included on plan formularies, and how those drugs are dispensed. Oftentimes, patients are required 
to receive drugs through PBM-owned specialty pharmacies. 

However, while the role PBMs play in the U.S. health care system is complex and under scrutiny 
by policymakers and the public, with much of the debate focusing on economics, little discussion 
takes place of the impact PBMs have on patients. 

This paper is the fi rst in a series that will focus on the serious, sometimes dangerous, impact PBMs 
are having on cancer patients today. These are real patient stories but names have been changed 
to protect privacy.

AN AVOIDABLE DEATH?
Derek, a young husband, was diagnosed with advanced 
melanoma with brain metastases. Prognosis was grim, yet a 
ray of light appeared in the form of a new drug prescribed 
by his doctor. Proven to have the potential of signifi cantly 
extending life, the drug off ered Derek and his wife real hope. 
Located in his doctor’s offi  ce was the clinic’s pharmacy, where 
this potentially life-prolonging medication was simply waiting 
on the pharmacy shelf— but not for Derek. Derek’s PBM 
mandated that Derek purchase his meds from one of their 
own mail-order specialty pharmacies. The clinic immediately 
faxed to the PBM all the necessary information for receiving 
prior authorization, and for the next ten days, Derek and 
his wife waited to hear that the prescription had been 
approved. Upon receiving the go-ahead, they then faxed the 
prescription to the PBM’s specialty pharmacy, and sat back to 
wait again.

One week later, the drug still had not appeared; instead, the 
couple was notifi ed that they fi rst had to remit the drug’s 

$1,000 co-pay, an amount they were unable to aff ord. Derek’s 
wife now began arranging co-pay assistance, but she had to 
deal with the matter on her own at this point, because Derek 
had been admitted to the ICU.  Several days later, she received 
approval for co-pay assistance, and forwarded the information 
to the PBM’s pharmacy, which then FedExed the drug to 
Derek. The medication fi nally arrived— only there was no one 
to take them. By this time, Derek could no longer swallow pills, 
and sadly, shortly after, he died.  

The most common and devastating issue that cancer 
patients face with PBMs is the fact that they must wait, 
for weeks or even months, to obtain medication that 
they could have received within 24 hours, had they 
been permitted to get it at the point of care from their 
oncologist. Beyond the stress and aggravation incurred, 
delays in receiving medication often translate into delayed 
treatment and worsening of the patient’s condition, and 
in the most tragic of cases, possibly contributing to the 
patient’s death.

April 2017



PBMs Under Increasing Scrutiny
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Site of Service Consolidation
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Source: Cost Drivers of Cancer Care: A Retrospective Analysis of Medicare and Commercially Insured Population 
Claim Data 2004-2014, Milliman, April 2016

84%

54%MMA

SequesterRecession

• Percent of chemotherapy administered in community oncology practices decreased from 84.2% to 54.1%

• Percent of chemotherapy administered in 340B hospitals increased from 3.0% to 23.1% (670% increase)
� 340B hospitals account for 50.3%  of all hospital outpatient chem otherapy adm inistrations

• Shift in the site of care cost Medicare $2 billion and seniors $500 million



New Report on Cost Trends
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“The two main factors driving 
price increases in acquisitions 
are the use of the larger (often 
acquiring) entity’s billing 
practices and fee schedule, and 
decreased efficiency among 
doctors employed by the health 
system as opposed to being 
independent.”



Site of Care Payment Differences
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340B Revelations

• Bombshell study in NEJM about impact of 340B in consolidating cancer care

• Conducted independently by Harvard & NYU researchers, and funded by 
HHS agency! (Health Resources and Services Administration)
• Found that 340B program associated with:
� “hospital–physician consolidation in hematology–oncology”

� “more hospital-based administration of parenteral drugs in hematology–oncology”

� No “clear evidence of expanded care or lower mortality among low-income patients”



Consolidation: Patients Suffer
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Hospitals Not Exactly Poor
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Revenue Up, Charity Care Down
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All Healthcare is Consolidating
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What Does This All Mean?
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• Consolidation, consolidation, consolidation!!!
� Both “horizontal” and “vertical”
• The big are not only getting bigger but have more influence over healthcare 

decisions
� Example: CVS started out as a drugstore; now it wants to be 

everything, including the decision-maker of your medical care

• Costs have increased with consolidation, both for patients 
and insurers (Medicare and private insurers)
� Consolidation has not shown to decrease costs
• Increases costs and causes access problems

� Example:  Very clear that costs of cancer care higher in hospitals than 
independent community cancer clinics and treatment sites have 
closed



What is CVS?
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Drug StoreSpecialty 
Pharmacy

Insurer

Benefit Plan Sponsor

Medical Clinic

PBM

Mail Order 
Pharmacy

What Else?



Drug Prices in the Spotlight 
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Drugs Only One Cost Driver 
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Source: Cost Drivers of Cancer Care: A Retrospective Analysis of Medicare and Commercially Insured Population 
Claim Data 2004-2014, Milliman, April 2016



Cost Drivers of Cancer Care
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Service Category 2004-2014  PPPY Cost Trends
Medicare Commercial

Hospital Inpatient Admissions 22% 44%
Cancer Surgeries (inpatient and outpatient) 0%* 39%
Sub-Acute Services 51% 15%
Emergency Room 132% 147%
Radiology – Other 24% 77%
Radiation Oncology 204% 66%
Other Outpatient Services 48% 49%

Professional Services 40% 90%
Biologic Chemotherapy 335% 485%
Cytotoxic Chemotherapy 14% 101%
Other Chemo and Cancer Drugs -9% 24%
Total PPPY Cost Trend 36% 62%

Source: Cost Drivers of Cancer Care: A Retrospective Analysis of Medicare and Commercially Insured Population 
Claim Data 2004-2014, Milliman, April 2016



Growth in Statutory Discounts
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“As statutory discounts and rebates increase, net sales realized by drug manufacturers 
decline, which places upward price pressure on drugs.”

Source: The Oncology Drug Marketplace:: Trends in Discounting and Site of Care, Berkeley Research Group, 
December 2017



Drug Price Issue is Messy
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Source: The Pharmaceutical Supply Chain: Gross Drug Expenditures Realized By Stakeholders, 
Berkley Research Group, January 2017



President’s Blueprint on Drugs 
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• Commitment to bring down drug “prices”

• Some things the administration can do; others will require 
Congress

• Good policy proposals:
� More 340B reform
� Site payment parity
� Curtailing PBM rebates to lower ”list” prices for patients

• Bad (really bad!!!) proposals:
� Move Medicare Part B (infusibles) drugs under Part D (orals)
� Bring back from the dead the Competitive Acquisition Program 

(CAP)



Moving Medicare Part B to D
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Moving Medicare Part B to D
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• There are 15 million Americans (mostly seniors) covered by 
Medicare Part B who are not covered by Medicare Part D
� Means 15 million people fall through the cracks

• Part B allows for coinsurance; Part D does not

• Middlemen like PBMs are now in the way of cancer patients 
getting the right drugs and on time in Part D
� Imagine this now happening in Part B???



Reality of Medicare Part B
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• 21% of all Part B drugs analyzed have a negative estimated 
difference between drug acquisition cost and Medicare 
payment 
� On average, difference is -10% per drug
� ASP increased on average by 14% between Q1 and Q3 2017
• Price increases not reflected in Part B drug reimbursement for 6 months; 

puts additional pressure on reimbursement for Part B drugs

• Among the top 10 highest cost cancer drugs that account 
for 72% of all cancer drugs and 23% of all Part B drug 
spending in 2016:
� The average estimated difference between drug acquisition cost and 

Medicare allowable payment amount is 2.4% or $2.50.

Source: Avalere data on file



Legislative Priorities & Actions
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• Stop the application of the sequester cut to Medicare Part B drugs
� COA Board authorized suing the federal government (OMB & HHS) 

over Illegal and unconstitutional application of the sequester cut
� Lawsuit seeking an injunction to stop the cut filed in DC court

• Stop the destructive proposals in the President’s blueprint to lower 
drug prices
� Moving Medicare Part B under Part D
� Reviving the fundamentally flawed Competitive Acquisition Program 

(CAP) 

• Fix a broken 340B program (in hospitals) 
� Providing data/analysis telling the true story; generating OpEds to provide 

balance; and working with Congress on hearings and legislation
• 4 bills;  more possible



• Stop PBM medication delays/switching, patient trolling, DIR Fees, 
and excluding community oncology practices from networks

� Working with Congress on legislation
• 4 bills; working on 2 others

� Have more legal action in place than can be reviewed here

• Stop the VA clawbacks

� Working closely with Congress; talking to the VA

Legislative Priorities & Actions
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• Prior authorization delays
� Opening up discussions with Congress and forming a coalition 

outside of oncology

• Co-pay accumulators
� This may become a very big issue for patients and real fast!!!

What May Be Added to the List
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• Ted Okon
� Executive Director
� Community Oncology Alliance (COA)

� Cell: (203) 715-0300
� Email: tokon@COAcancer.org

� Web: www.CommunityOncology.org 

� Twitter: @TedOkonCOA

Thanks!!!

29


