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Healthcare Growth= GDP Growth + 2.
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GDP Plus 2.4%
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Proton Beam Therapy




PROTON BEAM THERAPY

Gantry
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Cost: $120 million
Benefit for prostate cancer: unknown

Medicare reimburses $32,000 per treatment
(= cost of Insuring 8 people)



Proton Beam Accelerator Facilities
Operating, Planned, or Under Construction
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Source: Chandra, Holmes and Skinner (Brookings 2014)



Afinitor (everolimus)
Bosulif {bosutinib)
ometriq{cabozantinib)
Erivedge (vismodegib)
|clusig (ponatinib)
Inlyta (axitinib)
Kyprolis (carfilzomib)
Perjeta (pertuzumab)

Stivarga (regorafenib)

Votrient (pazopanib)
Xtandi{enzalutamide)
Zaltrap (ziv-aflibercept)
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ACA will iIncrease

Innovation and Prices
Expanded Market-Size
Medicaid Rebates

reforms increase value of
Insurance

Personalized Medicine
Increases Arrival of High
Priced Rx

Targeted Therapies=
higher Efficacy

Orphan Rx get 7 yrs of
exclusivity

21st Century Cures Act will
Increase innovation

Easier for FDA to approve
on surrogate-endpoints

Monthly and Median Costs of Cancer Drugs at the Time of FDA Approval

Monthly Price of Treatment (2014 Dollars, log scale)
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Source: Peter B. Bach, MD, Memorial Sican-Kettering Cancer Center




Unprepared for Difficult Choices

Health plans have historically made

@ ﬂ economic decisions in speciality drugs

| Payers
Policy community pushes for a ‘
broader bundle, and insulates
itself from the hard trade-offs HDHPs don’t affect high-cost
patients. Create confusion for
Policy low-cost patients

Makers Patients

8 V4

Doctors lack training,
data and comfort on
CE decisions

Providers



Takeaways

Innovation responds to market size— future bodes more

Innovation
States are unlikely to affect innovation in Rx or Tx

But can lead on every other form of reform!



Opportunities

« Competition— In provider markets and in insurance

markets



Hospital M&A Overtime
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FTC DOES NOT CONTEST MOST MERGERS

General Acute Care Hospital Mergers in
2013

® Uncontested
Contested
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Opportunities

« Competition— in provider markets and in insurance
markets.

 Because of CHIA , encourage MassHealth and
GIC to move to full risk-contracts (including Rx)
and bundled payments



Physician and Clinical Services | $565.0B (24 %)

Prescription Drugs | $263.3B (11%)

Nursing Care Facililties | $151.5B (6%) -

Other Health Care | $138.2B (6%) -
]

Dental Services | $110.9B (5%)
Home Health Care | $77.8B (3%)
Other Medical Products | $95.0B (4%)

Other Professional Services | $76.48 (3%) S —

Notes Out-of-Pocket . Private Insurance Medicare . Medicaid Other Public Insurance Other Payers

Hospital Care | $882.3B (37%) .




The Massachusetts state average declined by 18 points over three years.

2010-2011 2011-2012 2012-2013
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Source: CHIA Hospital Discharge Database | Note: All Payers, Age 18+



Provider decision making:
Implications of for oncology drugs

w UnitedHealthcare

Five oncology groups participated from 2009-12, all patients with breast, colon
and lung cancer—1,024 patients in all

Identified 19 different “episodes” based on tumor site, stage, HER2 status, whether
chemo is used, etc.

Each group selected a single chemo regimen for each adjuvant therapy episode
“on the basis of their interpretation of the medical literature”

Practice receives an episode payment at initial visit to cover 4-12 months of treatment,
depending on episode

Episode payments covered chemo drugs (based on the practice-selected regimen)
at acquisition cost

Eliminated incentive for providers to choose more expensive therapies

simply because they are more profitable

Newcomer, L.N. et al. Changing physician incentives for affordable, quality cancer care: results of an episode payment model.
Journal of Oncology Practice (2014)



Results of United experiment:
Compared to FFS

| -

Total medical costs "S Chemotherapy drug costs
Decreased .
by

34% by
179%

(S33M vs. S98M) (S8M vs. S21M)

Study not powered to determine which costs drove the decline in total medical costs,
but some evidence suggests declines in hospitalizations and therapeutic radiology use

Sample size insufficient to evaluate survival or most other quality impacts

Newcomer, L.N. et al. Changing physician incentives for affordable, quality cancer care: results of an episode payment model.
Journal of Oncology Practice (2014)



Opportunities

Competition— in provider markets and in insurance
markets.

Because of CHIA , encourage MassHealth and
GIC to move to full risk-contracts including RXx.

Explore moving MassHealth to a PBM managed
formulary (perhaps better than bulk-purchasing)



Opportunities

Competition— In provider markets and In insurance
markets.

Because of CHIA , encourage MassHealth and GIC to
move to full risk-contracts including Rx.

Explore moving MassHealth to a PBM managed
formulary (perhaps better than bulk-purchasing?)

Examine novel pricing arrangements with
Massachusetts providers— drug licenses and drug-
warranties.



Cautions




Annals of Internal Medicine

ESTABLISHED IN 1927 BY THE AMERICAN COLLEGE OF PHYSICIANS

Restrictions for Medicaid Reimbursement of Sofosbuvir for the Treatment of Hepatitis C Virus Infection

METAVIR Fibrosis Stage
F1

| F2
F3
F4
None indicated

Unknown

DC (F3)

Date of download: 10/4/2015 Copyright © . All rights
reserved.


http://www.annals.org/
http://www.acponline.org/

Annals of Internal Medicine

ESTABLISHED IN 1927 BY THE AMERICAN COLLEGE OF PHYSICIANS

Restrictions for Medicaid Reimbursement of Sofosbuvir for the Treatment of Hepatitis C Virus Infection

Drug Use
Abstain (unknown)
Abstain for 1 mo
| Abstain for 3 mo
2 Abstain for 3 or 6 mo
B Abstain for 6 mo
B Abstain for 12 mo
None

Unknown

DC (abstain
for 3 mo)

Date of download: 10/4/2015 Copyright © . All rights
reserved.



http://www.annals.org/
http://www.acponline.org/

Spectrum of provider payment

Subtract
payment for Global
preventable payment

complications
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4%

Healthcare Growth= GDP Growth + 2.
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GDP Plus 2.4%




