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What’s going on around us?
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Annual cost of cancer care is particularly high and expected to approach $246B 
by 2030
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What’s going on around us?

Both launch price AND post-launch price (i.e. drug inflation) have skyrocketed 
over last decade, increasing the cost of cancer tx over time

Anti-cancer drug median monthly launch price in US
Anti-cancer drug price increases AFTER launch
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One result? Financial toxicity for patients 
(and an increasing concern by payers)



Agenda

1. The Oncology Care Model: why, what is it, was it a success? 

2. Lessons learned, would TO do it all over again?

3. OCM 2.0: the Enhancing Oncology Model 

4. Is VBC worth pursuing for a long term strategy?
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The largest VBC model in cancer: the OCM
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In 2015, CMMI launched the first cancer-specific VBC model – the Oncology Care Model – in 
theory meant to maximize quality and reduce costs of care. 

MEOS = $160 
PMPM

Trigger = systemic therapy
Episode length = 6 months (can repeat) 

Source: https://innovation.cms.gov/innovation-models/oncology-care



Performance calculation in OCM is almost entirely 
based on spending

8

2012-2015 costs 
Medical cost inflation
Use of new FDA drugs relative to comparison

% savings needed to get PBP
Expected costs (owe money in 2-sided risk if above this)

Target to beat to get PBP

Based on quality metrics on prior slide

Nothing unique to OCM; just accounts for 2$ 
Medicare sequester

Source: https://innovation.cms.gov/innovation-models/oncology-care



Overall interpretation of OCM results (lost $500M) 
isn’t as clear as it seems…
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Lesson 1: cancer is heterogeneous
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Performance by cancer type can vary drastically (i.e. heterogenous), thus inherent dependence on 
case mix, especially for smaller practices. 

For a small practice, a random increase in patients with  
these diseases can completely alter performance.
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Even within same disease category, the cost of care can vary widely based on phenotypes not 
captured at OCM disease-level. 

Appropriate drug costs can vary by 
200x based on specific phenotype! 
Note: atezolizumab indication has been withdrawn

Appropriate drug costs can vary by 
205x based on specific phenotype! 

If we look at “Breast Cancer (High Risk), OCM didn’t seperate 
HER2+ vs. ER+ vs. TNBC/PD-L1 high.

 For “Lung Cancer”, OCM didn’t separate NSCLC vs. SCLC, 
PDL1 high vs. low, and stage 1 vs. stage 3

Lesson 1: cancer is heterogeneous
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Lesson 1: cancer is heterogeneous
Key contributors to total cost of care (including what is and what isn’t within our control) also varies 
significantly by cancer type. 
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Lesson 1: cancer is heterogeneous

ED/Hospital costs: opportunity for 
improvement with culture/care coordination

Key contributors to total cost of care (including what is and what isn’t within our control) also varies 
significantly by cancer type. 

Drug costs: may not be as controllable?
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Lesson 2: over time, drugs have increasingly contributed to total 
cost of care, diluting impact of care coordination

% of total costs due to oncology drugs

How much is new 
approvals that are 
appropriate?
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Put another way, reducing hospitalizations just doesn’t reduce 
total cost of care as much any more!
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Thus, despite large reductions in ED/inpatient spend, it’s hard to 
significantly reduce cost of care 

Thus, while it is great for patients 
that at TO that we have 
significantly reduced ED visits and 
hospitalizations over time… 

…unfortunately, these 
improvements in ED visits and 
hospitalizations now account for 
only ~10% of the total cost of care! 
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Lesson 3: OCM (and other VBC models) cost predictions have 
trouble accounting for new FDA approvals

In addition, it is hard to accurately account for new drug approvals in total cost of care predictions. 

This determines 
performance

When I least gave this talk, there had been 6 new 
FDA approvals in last 2 weeks alone! 
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And current methodologies to account for new drugs (and their 
influence on cost of care) are not adequate

• Tennessee Oncology looked at 118 lung cancer patients triggering into OCM in 2017 with 
expenditures above target costs.

• In over half of these, there were NO ED, hospitalization, or post-acute care stays. 

• In 2/3 of these cases, we were above target only because of standard of care 2nd line 
nivolumab or pembrolizumab that had become SOC between baseline period and January 
2017.

More recent examples: KN522, adjuvant atezo/pembro in NSCLC, etc

Lyss, Supalla, Schleicher, JAMA Onc,  2020. 
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Despite these challenges, TO was overall successful achieving FFS spend reduction of 
>$40 Million with top quartile quality performance throughout the entire program

Negative = Savings
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OCM participation also created the learnings and infrastructure to create other partnerships and 
participate in other value initiatives
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The Enhancing Oncology Model 
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1. ½ the patients, ½ the MEOS

2. Narrower (and less favorable) “safe zone” + mandatory risk

3. Improved drug adjustments (theoretically) – trend 
factor/NTA at disease, not practice, level; HER2+ influences 
target cost, etc.

4. Increased reporting (ePROs, SDOH) – important in theory, 
but more documentation required

4 Key differences between OCM and 
EOM
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4 key differences between OCM and EOM

1. ½ the patients, ½ the MEOS

2. Narrower (and less favorable) “safe zone” + mandatory risk

3. Improved drug adjustments (theoretically) – trend factor/NTA at disease, 
not practice, level; HER2+ influences target cost, etc.

4. Increased reporting (ePROs, SDOH) – important in theory, but more 
documentation required
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EOM will apply to approximately 50% of the eligible OCM population

EOM

What OCM would have looked like if only EOM 
cancer types were included

Cancer makeup of OCM population per 
Performance Period

So about 50% of patients and 50% MEOS/patient
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Is the small number of cancer types included surprising?

Low risk breast and low risk prostate 
episodes (i.e. endocrine/anti-androgen 

therapy only) led to significant money loss 
for CMS even before MEOS. 
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The plus? Excludes diseases with costs of care almost completely beyond 
an oncologist’s control

For low-risk breast/prostate (i.e. a stage 1 breast cancer patient AFTER we start letrozole only), ~80% of cost of 
care due to inpatient stay, major procedure, post acute care, or radiation therapy
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Narrower safe zone + mandatory risk halted created problems with participation

For both, owe 
money back if you 

don’t save 2%

100% = we spend what CMMI predicts we should
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In the end, less than 1/3 of the number of OCM practices signed up for EOM which 
launched 7/1/23. 

OCM launched 6/2016: 

OCM ended 6/30/2022: 

EOM list 3 days before 
launch:

Final EOM list as of 7/1/23:

190

122

67

44

# Participants 
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However, in my personal opinion, it would be short sighted for any 
practice to ignore VBC given all the changes around us…

Medicare MA (capitated model) is outpacing FFS
Risk bearing entities are forming around us 

(and none yet know how to solve cancer care)
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Questions? 


