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THE RISING COST OF CANCER CARE
The relationship between providers and payers in oncology
has changed due, at least in part, to the unintended
consequences of the ASP model for reimbursement.
By moving to ASP plus 6 percent in 2005, Medicare sought
to level off the exponential rise in the income that physicians
made from specialty oncolytics. Unfortunately, this has led
to a much broader and significant impact on the
marketplace, including:
1. The increase in the usage of high-price drugs.
Physicians rely on the drug margin revenue to cover the
cost of value-added services. With ASP plus 6%, physicians
can make more from the higher priced drugs, so they are
encouraged to use these instead of generics, which leads to
the next paradoxical change.
2. Downward trends in generic pricing. The price
of generics has dropped to the point where many
manufacturers have exited the business, exacerbating the
likelihood of drug shortages. In fact, in a recent survey,
nearly 50 percent of oncologists suggested that they have
seen patients who have had poor responses that were
directly attributed to drug shortages.

Besides cutting costs, the most significant move
that community oncologists can make to remain
in business is to maximize their revenue. New
payment models are emerging in the wake of
ASP that value the oncologist being
more accountable for quality and cost of care.

3. Termination of patient value-add services. Many
of the additional services that community oncologists offer
their patients—like weekend clinics or 24/7 call centers—are
funded from operating capital generated from drug margins.
As these margins declined, so too have the services.

4. Practices closing satellite offices and shifting to
hospitals. Oncology practices are now being consumed
by hospital systems, or they are shifting their services to
hospitals. Many have contended that this only increases the
cost to the patient and the overall health delivery process.
In light of these effects, what are practices doing today?
Besides cutting costs, the most significant move that
community oncologists can make to remain in business
is to maximize their revenue. New payment models are
emerging in the wake of ASP that value the oncologist
being more accountable for quality and cost of care. Pilot
models are being launched where oncologists get paid for
services that are of great value to the payer, like ensuring
that care is coordinated across specialties while the patient
is receiving cancer treatment. These models allow payers
to experience some relative savings while incentivizing the
practice by sharing some of those savings back to them
through bonuses or payment for services required to produce
the savings. These models also allow payers to achieve some
accountability on drug choices and have some assurance
about how those drug choices compare to
national guidelines.
Pay for performance, medical home, episode of care and
pathway models are not new to medicine, but they are
relatively new to oncology. Payers and practices are turning
to these models to try to create equitable reimbursement to
keep practices viable while stemming the exponential year
over year increases in the cost of oncology drugs
and services.
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TECHNOLOGY: MANAGING DATA TO RECLAIM REVENUE
While there are some inherent conflicts between the
various stakeholders, everyone agrees that value is the
goal. To achieve the highest value, new technologies will be
amplifiers in making new physician-payer models affordable
and feasible. Technology is crucial in managing data and
improving processes that can reclaim revenue, manage costs
and make an impact on the bottom line. Oncology practices
are starting to use technology solutions to:
1. Determine total care cost
Oncologists can now look at the payer’s plan, by drug and by
regimen. They can also look at this data over a period of time
to determine how much a treatment approach contributes
to the practice’s operating capital considering the drug costs
and administrative costs, overhead and other expenses that
are included in the total cost of a particular treatment option.
2. Manage inventory
Technology can enable more effective inventory
management through all phases of a product’s time in a
practice. For example, better inventory reporting can help a
practice reduce its carrying costs without impacting patient
care. At the same time, inventory solutions can ensure that
all dispensed products are accurately tracked to ensure
proper billing. Failing to bill for a delivered drug just half a
percent of the time has a differentially negative impact on
the practice bottom line and easily goes undetected because
of the complexity of combining inventory management with
drug/dose specific billing.
3. Identify denial patterns
For denials, practices need to look at patterns, particular
drugs and regimens, to see where the office needs to make
changes in how it works with a particular payer. First time
denials are the primary target. Once a charge is denied, the
effort that is required to reverse the denial for many charges
has diminishing return because of the human resource cost
required to track the denial. The goal is to eliminate the
denials in the first place.

4. Analyze remittance leads
By the very nature of buy and bill, practices float the cost
of the drug from the time they purchase it to the time that
they are actually paid for it. Practices may utilize a line of
credit to float these substantial drug purchases which results
ongoing interest charges. In some cases, the cost of money
incurred through a 2 – 4 percent line of credit represents the
difference of whether or not a regimen remains viable. The
faster a practice can get payment, the lower the amount
of time they have to float the drug cost. Good human
resource processes combined with technology solutions
help get payment time down to seven, twelve or fourteen
days and analyze remittance trends so that processes can be
continually monitored and improved.
5. Clean billing
New tools help facilitate proper documentation for auditing
purposes and clean billing so practices don’t start off at a
disadvantage. Practices frequently do not bill for the series
for which they are eligible or do not bill the service they
rendered at the proper rate. Technology can make the
process of determining the proper billing more efficient and
more accurate.
Perhaps the area where technology plays the most exciting
role is in managing the data and communication required
by emerging care models, like pathways, medical home
and episodes of care. All of these models require clinical
and financial data to support decisions that create mutual
benefit for oncologists, payers and patients. Without data,
these models simply cannot exist. The latest technology helps
practices produce this data to document clinical decisions,
cost savings and outcomes—reinforcing the value of cancer
care in the community setting.
IMPACT ON THE FUTURE OF ONCOLOGY CARE
Data visibility is not a standard practice in medicine right
now, the way it is for other industries. However, this will be
changing. Technology—and more specifically—data visibility
is driving this change. Companies like ION Solutions and
community oncology practices are proactively working to
develop a data infrastructure and analytic processes that
embrace the patients, oncologists and payers.
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Another significant change on the horizon is the way
information is obtained from and delivered to patients.
Right now, patient information is collected through paper,
pencil and interviews and patients remain fairly blind to the
contents of their medical records. Patients don’t have access
to instantaneous information on their mobile phones the
way they have come to expect in basically every other area
of their lives. This, too, will change as technology allows
for easier and more secure information exchange between
complex systems.
Currently, physicians don’t have the resources to aggregate
data and facilitate this change. Payers face barriers as well.
Due to the very complicated nature of oncology, payers are
just now beginning to look at new models of remuneration
based on more sophisticated ways of looking at treatment

selection and management of multi-dimensional care. They
see specialty drugs growing year over year at a rate that
exceeds medical costs and other prescription drug categories.
Recent technology solutions are just now allowing them to
look at data and consider other models of care.
As new technologies are being developed that help with this
data exchange, it’s important for physicians to cooperate in
pilot programs and for payers to embrace new models that
can be implemented in ways that protects both the cost of
care and quality of care.
Cancer care is at a crossroads of change and opportunity. As
new technologies drive this forward, physicians and payers
must embrace change and share a vision of future oncology
that values the quality of care with the cost of care.
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