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Policy Overview in One Slide
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• The world of healthcare is consolidating and fundamentally changing
– Example: Top 3 pharmacy benefit managers (PBMs) controlling 80-85% of 

prescription drugs will control or be controlled by #1, 3 & 4 health insurers
– Major impact on Medicare (and private pay) reimbursement

• It’s all about drug prices in D.C.!!!

• President’s blueprint to lower drug prices contains numerous proposals, 
like moving Medicare Part B to D (or C)
– Are we getting rid of the PBMs or making them more powerful in a B to D (or C) 

move?

• PBMs are under attack – and rightfully so!

• Big battle over fixing (or not) 340B in hospitals

• Medicare proposing to fundamentally devalue the expertise of 
oncologists and other specialists



Sunday New York Times
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Medicare would pay the same amount for evaluating a patient with 
sniffles and a head cold and a patient with complicated Stage 4 
metastatic breast cancer, said Ted Okon, the executive director of the 
Community Oncology Alliance, an advocacy group for cancer doctors 
and patients. He called that “simply crazy.”



Reimbursement in One Slide
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• General strategy has been to go through providers to get to drug 
manufacturers on pricing

• Expect lots of attempts to negotiate (but not the government) 
Part B cancer and other specialty drug prices

• More cuts coming to 340B from the administration
– Lots of 340B hearings and legislation but slow moving from the Congress

• Expect anything the administration can do to achieve site 
payment parity, but can only do so much without Congress

• Ratcheting down fee-for-service payments

• Huge pressure from the administration to move providers to 
value-based payment models with risk



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)
– Hospitals buying private practices
– Big hospitals buying smaller hospitals
– Even bigger hospitals buying big hospitals 

• Consolidation has not shown to decrease costs
– In almost all cases, consolidation increases costs



What is CVS?
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Drug StoreSpecialty 
Pharmacy

Insurer

Benefit Plan Sponsor

Medical Clinic

PBM

Mail Order 
Pharmacy

What Else?



Hospital/Practice Consolidation
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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 



Drug Prices in the Spotlight 
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Importance of Drug Pricing
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• Makes for great politics
– President Trump has promised to lower drug prices
– Democrats have made this a major issue

• Makes for great news headlines
– Back to politics

• Drug prices, especially in cancer treatment, are 
unsustainable



President’s Blueprint on Drugs 
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• Covers virtually every 
area of drug pricing 
except for direct 
government negotiating

• Poses 132 questions 
asking input on many 
aspects of drug pricing

• Regardless of media 
portrayal, pretty 
comprehensive



Pricing/Reimbursement Themes
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• Increase drug competition
– Speed generic and biosimilar approvals 

• Facilitate manufacturer value-based contracting
• Change Medicare Part B

– Move Part B drugs to Part D
– Revive the Competitive Acquisition Program

• Fix “global freeloading”
• Reimburse MD practices and hospitals the same
• Address PBM situation, especially rebates
• Fix 340B

– Move reimbursement closer to true drug acquisition cost
– Tie 340B to charity care



Moving Medicare Part B to D
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Moving Medicare Part B to D (C)
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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
– Imagine this now happening in Part B???

• Rumor making the rounds this week is moving selected Part 
B drugs to Part C to introduce more negotiation 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 for 21% of Part B drugs associated with a negative estimated 
difference between acquisition cost and Medicare payment 
increased on average by 14% between Q1 and Q3 2017

• 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



PBMs Under Scrutiny/Pressure
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PBM Impact on Patient Care
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340B Debate
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• 340B is a critical safety-net program to catch patients 
in need from falling through the “treatment cracks” 
but…
– 340B has had explosive growth in the hospital sector versus with 

federal grantees
• Tied to the hospital growth has been equally explosive growth in contract 

pharmacies
– Questions about how 340B savings are being used in hospitals

• Getting to patients in need or funding buildings and CEO bonuses?
– Concern about lack of transparency and accountability in hospitals 

versus with federal grantees
– Research that 340B is a motivating force behind cancer care 

consolidation
– Indications that 340B is fueling drug prices



340B Growth by Entity Type
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Contract Pharmacy Growth
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Growth of 340B vs Charity Care
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340B Studies

• 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”



Fundamental Payment Change
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“Their scheme to pay a physician the same amount for evaluating a case of sniffles and a complex brain 
cancer simply defies all logic. It is the antithesis of value-based healthcare and cheapens the medical care 
seniors are entitled to under Medicare,” Ted Okon, executive director of COA, said in a statement, 
posted the day after CMS released the proposed rule.

https://www.communityoncology.org/2018/07/13/july-13-community-oncology-alliance-finds-proposals-in-2019-medicare-physician-fee-schedule-puzzling/


2019 COA Conference
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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!!!
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