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Improving Care and Bending the Cost Curve

Shifting the discussion from “How much” to “How well”

- Innovations to prevent and treat disease have led to
impressive reductions in morbidity and mortality

 Regardless of these advances, cost growth is the
principle focus of health care reform discussions

* Despite unequivocal evidence of clinical benefit,
substantial underutilization of high-value services
persists across the entire spectrum of clinical care

 Attention should turn from how much to how well we
spend our health care dollars



Role of Consumer Cost-Sharing in Medical Decisions

For today’s discussion, our focus is on
costs paid by the consumer, not the
employer or third party administrator

Ideally consumer cost-sharing levels
would be set to encourage the
clinically appropriate use of health
care services

Instead, archaic “one-size-fits-all”
cost-sharing fails to acknowledge the
differences in clinical value among
medical interventions

Consumer cost-sharing is rising

Health Affairs 2014. doi: 10.1377/hlthaff.2014.0792
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Inspiration

“I can’t believe you had to spend a million
dollars to show that if you make people pay
more for something, they will buy less of it.”

Barbara Fendrick (imy mother)
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Impact of Increases in Consumer Cost-Sharing on

Health Care Utilization

Percentage of Americans Putting Off Medical Treatment Because of Cost
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Within the last 12 months, have you or 8 member of your family put off any sort of medieal @hfhf\uuﬂl’kﬂ.lmfﬁ BUSin'ESS Day
treatment because of the cost you would have to pay?
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20 ECONOMISTS specialize in pointing out unpleasant trade-offs — a
6 19 skill that is on full display in the health care debate.
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3 ! a 9 3 Enlarge Thiz Image  VWe want patients to receive the best
GALLLTP care available. We also want

consumers to pay less. And we don't
want to bankrupt the government or
private insurers. Something must give.

A growing body of evidence concludes
that increases in consumer cost-
sharing leads to a reduction in the use e ik st o o
of essential care, which worsens health sufering into dollars and cents s ot
disparities, and in some cases leads to

greater overall costs
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Goldman D. JAMA. 2007;298(1):61-9. Trivedi A. NEJM. 2008;358:375-383. Trivedi A. NEJM. ‘ V H ln

2010;362(4):320-8.. Chernew M. J Gen Intern Med 23(8):1131-6.

The debate centers on how to make
these trade-offs, and who gets to make
them. The stakes are high, and the

choices are at imes unseemly. No
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Cost-sharing Affects Mammography Use by Medicare

Beneficiaries
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High Copays Reduce Adherence to

Appropriate Medication Use

Change in Days Supplied for Selected Drug » When copays were doubled,

in important classes. These

reductions in medication

- High levels were profound

X Diabetes Cholesterol Hypertension > Reductions in medications
s ' ' supplied were also noted for:
_& » NSAIDs 45%

0=‘; » Antihistamines 44%

" » Antiulcerants 33%

ﬁ" » Antiasthmatics 32%

Qm » Antidepressants 26%

~ > For patients taking

2 Lnegicationsc:’or asthma,

= _9E0 iabetes, and gastric

ag,’ 25% -26% disorders, there was a

8 17% increase in annual ER
o

~34% visits and a 10% increase in
hospital stays

ER = emergency room.

Goldman DP et al. JAMA. 2004;291:2344-2350. 9



Medication Affordability Attributable to

Medicare Part D Implementation

 Arecent Health Affairs article investigated whether the
gains in affordability for prescription drugs attributable
to Part D persisted during the six years that followed its
implementation in 2006

 Among elderly beneficiaries with four or more chronic
conditions, the prevalence of cost-related non-
adherence increased from 14% in 2009 to 17% in 2011,
reversing previous downward trends

« The prevalence among the sickest elderly of forgoing
basic needs to purchase medicines decreased from 9%
in 2007 to 7% in 2009 but rose to 10% in 2011

Health Aff August 2014 vol. 33 no. 8 1435-1443 ‘ V'H “]



Effects of Increased Copayments for Ambulatory

Visits for Medicare Advantage Beneficiaries

Copays increased:
* from $7.38 to $14.38 for primary care
* from $12.66 to $22.05 for specialty care
 remained unchanged at $8.33 and $11.38 in controls

In the year after copayment increases:
- 19.8 fewer annual outpatient visits per 100 enrollees
- 2.2 additional hospital admissions per 100 enrollees

 Effects worse in low-income individuals and
beneficiaries with chronic illness

Trivedi A. NEJM. 2010;362(4):320-8.. ‘ V H lI]
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IBM to Drop Co-Pay for Primaryv-Care Visits
Article Comments (4)

. Prirter . - -
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BywWiLLIAM M, BULKELEY

In an unusual bid to cut health-care costs, International Business Machines Corp. plans to stop
reguiring 320 co-payments by employees when they visit primary-care physicians.

The company said it believed the move would save costs by encouraging people to ga to
primary-care doctars faster, in order to get earlier diagnoses that could save on expensive visits
to specialists and emergency rooms.

IEM said that the action applies to the 80% of its warkers who are enrolled in plans in which the
company selfinsures—that is, programs in which it pays the health-care benefits, not insurers.
The new policy doesn't cover IBEM employees in health-maintenance organizations.

Cne of the nation's largest employers with 115 000 LS. workers, IBEM spends about $1.3 billion
a yvear on LS. health care. lts benefit practices are closely watched in the human-resources
community, and its actions are sometimes trend-setters.



Impact of Cost-Sharing on Health Care Disparities

Effects of Increased Patient Cost Sharing on Socioeconomic
Disparities in Health Care

Michael Chernew, PhD' Teresa B. Gibson, PhD? Kristina Yu-lsenberg, PhD, RPh’
Michael C. Sokol, MD, MS? Aliison B. Rosen, MD, ScD°, and A. Mark Fendrick, MD®

'Department of Health Care Policy, Harvard Medical School, Boston, MA, USA; ?Thomson Healthcare, Ann Arbor, M1, USA; *Managed Markets
Division, GlaxoSmithKline, Research Triangle Park, NC, USA; “Managed Markets Division, GlaxoSmithKiine, Montvale, NJ, USA; *Departments of
Internal Medicine and Health Management and Policy, Schools of Medicine and Public Health, University of Michigan, Ann Arbor, MI, USA,

- Rising copayments may worsen disparities and
adversely affect health, particularly among patients
living in low-income areas.

Chernew M. J Gen Intern Med 23(8):1131-6. ‘ V' Hlll]



Solutions Needed to Curb Cost-related Non-adherence

« These findings highlight the need for targeted
efforts to alleviate the persistent issue of cost-
related non-adherence
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A New Approach: Clinical Nuance

1. Services differ in clinical benefit produced

> B
A

2. Clinical benefits from a specific service depend on:

Who Who Where

eceives it provides it it's provided
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Implementing Clinical Nuance

Value-Based Insurance Design

« Sets consumer cost-sharing level on clinical
benefit — not acquisition price — of the service

— Reduce or eliminate financial barriers to
high-value clinical services and providers

* Successfully implemented @r“\“w

by hundreds of public
and private payers



Evidence Supporting Value-Based Insurance Design:

Improving Adherence Without Increasing Costs

 Most V-BID programs focus on

remOVlng fin anc1a1 b arrlers tO By Witeesh K. Choudhry, Katsiaryna Bykov, William H. Shrank, Michele Toscana, Wayne 5. Rawlins,

Lonny Reisman, Troyen A Brennan, and Jessica M. Franklin

high-value prescription drugs to Eliminating Medication
treat chronic conditions (e Copayments Reduces Disparities

. ) +8+s In Cardiovascular Care
diabetes, asthma, heart disease)

ABSTRACT Substantial racial and ethnic disparities in cardiovascular care
persist in the United States. For example, African Americans and

[J [J
L4 EVldence reVleW Hispanics with cardiovascular disease are 10-40 percent less likely than

whites to receive secondary prevention therapies, such as aspirin and
beta-blockers. Lowering copayments for these therapies improves
— Im roved adherence outcomes among all patients who have had a myocardial infarction, but
p the impact of lower copayments on health disparities is unknown. Using
self-reported race and ethnicity for participants in the Post-Myocardial
Infarction Free Rx Event and Economic Evaluation (MI FREEE) trial, we
— Lower consumer Out—Of—pOCket found that rates of medication adherence were significantly lower and
rates of adverse clinical outcomes were significantly higher for nonwhite
patients than for white patients. Providing full drug coverage increased
co Sts medication adherence in both groups. Among nonwhite patients, it also
reduced the rates of major vascular events or revascularization by
° ° ° ° 35 percent and reduced total health care spending by 70 percent.
—_ NO Slgnlficant lncrease ln Providing full coverage had no effect on clinical outcomes and costs for
white patients. We conclude that lowering copayments for medications
after myocardial infarctions may reduce racial and ethnic disparities for

total spending i ter i,
— Reduction in health disparities

Lee J. Health Affairs. 2013;32(7):1251-1257 Health Aff (Millwood). 2014 May;33(5):863-70 ‘ V Hlll]
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Evidence for Value-Based Insurance Design:

Reducing Health Care Disparities

Full drug coverage:

 Reduced rates of a post-MI
vascular event or
revascularization among
patients who self-identified
as being non-white

Reduced total health care
spending by 70 percent
among patients who self-
identified as being non-
white

Health Aff (Millwood). 2014 May;33(5):863-70
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Multi-Stakeholder Support for V-BID

« HHS - National Quality
Strategy

- CBO

« SEIU

« MedPAC

* Brookings Institution
 The Commonwealth Fund
« NBCH

« PCPCC

« Partnership for
Sustainable Health Care

Lewin. JAMA. 2013;310(16):1669-1670

National Governor’s Assoc.
Academy of Actuaries
Bipartisan Policy Center
Kaiser Family Foundation
NBGH

National Coalition on
Health Care

Urban Institute
RWJF
IOM — Essential Health

Benefits



Sec 2713: Selected Preventive Services be Provided

without Cost-Sharing

* Receiving an A or B rating from the United
States Preventive Services Taskforce
(USPSTF)

 Immunizations recommended by the
Advisory Committee on Immunization
Practices (ACIP)

« Preventive care and screenings supported by
the Health Resources and Services
Administration (HRSA)

Over 100 million Americans have received
expanded coverage of preventive services

psilll



V-BID in Medicare: Bipartisan Political Support

The Value-Based Insurance Design The Better Care, Lower Cost
for Better Care Act of 2014 Act of 2014

{Driginnl Segnature of Member)

11311 CONGRESS
210 SESSION H R
° 9

To establish o demonstration progeam requiring the utilization of Value
Based Insurance Design to demonsteate that reducing the eopayments

or comsurnnee charged to Medicare beneliciaries for selocted highalue
preseription: medieations and elinieal serviees ean inerease their utilization
anl witimntely improve elinieal onteomes and Jower hoalth care expendis
s

Sponsocred by:
U.S. Sen. Ron Wyden, D-Ore.

IN THE HOUSE OF REPRESENTATIVES

Mrs, BLACK (for hemself and Mr. BLUMENAUER) introdueed the following bill; L'S. Sen. Johnny Isakson’ R-Ga_
which was reforred to the Committee on
U.S. Rep. Erik Paulsen, R-Minn.
U.S. Rep. Peter Welch, D-V1.
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Value-Based Insurance Design

More than High-Value Drugs for Chronic Conditions

 Prevention/Screening

- Diagnostic tests/Monitoring
 Treatments

* Clinician visits

« Physician networks

- Hospitals

* Role in specialty pharmaceuticals

V-BID



Drugs: Therapy Classes

Multiple Autoimmune

Sclerosis Diseases Orphan

Growth
Hepatitis-C Hormone Fertility
Deficiency

Rheumatoid
Arthritis

Oncology Transplant

Specialty medicines are prescription drugs that require special
handling/administration and/or a higher level of patient care management
... and high cost!




in Biotechnology

% tnimewne Disorders _ 7
* The following 3 categories Bood Deorters [N
account for more than half of ="
all SpEﬂd: Cartiovascular Dsease _5.5
Disbetes/Retated Condiions [ ¢
" Cancer Digesive Disorders [JJJ¢
» Rheumatoid Arthritis Eye Contiiors [
Genetc Dsorders gl
= Multiple Sclerosis wiecious Diseses. |

Wuscuboskeleta Desorders -E'.L

Neuriogic Disorders [ = 2013 — Iﬂ

e Do [l development
SinDsssss |y by therapeutic
Transplaniion [ 13 category

» Approximately 50%-60% of
specialty drugs are
represented by the oncology
category

[ |
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& Opportunities

* 600+ drugs in the pipeline over the next 5-8 years
* Oncology represents about 45% of the pipeline
*» 35% of oncology and 64% of non-oncology may be self-administered

* 46 biotech products with patent expirations through 2020*
* $31.5 billion biosimilar opportunity

* Interchangeable alternatives will greatly affect management options and
cost

* Significant amount of specialty drug spend is on the medical benefit
* Frequently administered in high cost places of treatment
* Limited ability to apply critical health and safety checks

] I i [ ] l l l l * Specialty pipeline will continue to produce high- cost drugs
* Growing impact on the viability of Benefit Plans

g $ENS t * Question of coverage for a small number of high cost patients vs. the
] - !I; 1 z ; L -: l I whole patient population




SPECIALTY DRUG SPEND TO SURPASS TRADITIONAL SPEND BY 2018

Traditional Drug Spend (Pharmacy + Medical)
PMPY Net Spend for Commercial Plan Sponsors’

PV 3.9% Annual Growth (Compounded)

-l —

i
LR TR
A,
{ Lo LT
& 4 - - - - -

012 2013 2014 2015 2006 2017 2018

Specialty Drug Spend (Pharmacy + Medical)

$1,200

PMPY Met Spend for Commercial Plan Sponsors!

19.5% Annual Growth (Compounded)

012 2013 20014 2015 2016 2017 2018

The ability to manage total Specialty pharmacy care

and spend will become increasingly important for clients



Old News?

Top ranking pharma issues that dominated the news, 2005 - 2013

e 100% Others

Healtheare Reform
Medicara/Medicaid Coverage for Drugs

. 80%
-
Fa0% Flu Vaccines
I L 70% Genomics and Biologics

® Bioterrosism
60% u Marketing Sales Incentives
B DOTC Advertisin
50% °

Creveloping Countries

- 40% B (Genancs
Clinical Shudy Designs and Sponsorship

r30%
u Data Disclosure
F20% ® RAD for New Drugs
= 10% " |nteraction with the FDA
u Drug Safety
. 0% ® High Drug Prices in the US

005 2006 2007 2008 2009 2010 2011 2012 2013
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DRUG PRICES HERE
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CUT PRICES ON DRUGS.

Chicago Daily Tribume (1872-1922); Jan 15, 1893

-+

S—

e it e e,

CUT PRICES ON DRUGS.

ARBARNGING TO CARRY THE CON-
FLIOT INTO THE COURTS.

Economical Company Will Endeavor to
Irove That the tctailers and the
“Wheolesalers ino the City Have Entered
Into a Conspiracy to Drive It Out of
Basineshn—The Fegzular Dealers Accused
of Extortion—What Suburban Apothe-
caries Have to bay of the War.

The determination of the Economical Drug
comipany to carry the drug war to  the courts
ard dcwrmine whher or not it has a right to
conduct a store at a reasonable rate of proiit,
even though it conilicts with the usual pruc.

B l



DRUG PRICES SOAR

Meorphine Going Up $1 Per Ounce a!

Day and Quinine Follows
Im 1thz last 1w wielis thete har been

a bz joonags o the goace of dyags, and, o

regards aphite-, wheh are practically o
i s =008 B Betedlinsil pras tice, a0 shoalag
exigts whtch secms critical.

Morpilone ol cesbenne, which are de-
pavis] Toorn s, o b purchased only
in =l quantitdes, and the polees asked
are almoes=t Galwlous,  Coolations on

| thicwe druzs e the lavl two weeks have
Piteereaisedd nit the rate almost of 31 per
Foizggrpee s alayv. wholerale, aml o the con-
ruier, of course, the price s mucl; high-
ey,  Thy suulations,. good anly for the
das, are I3, Two weeks ago the drugs
werres sxolling: at F14.

Tl senrong @iven for the phenomenal
riwe aree 1lie failure of the wpium vrop in
Tmadia. sl the great demand for these
druz:- becauvse of the war. Xo new
opinm 12 coming inlo the country, and
there will =oon be o shortage that will
malke the dMg as precools as any jewel.

Quicksilver, which in normal times is
auruted from RS 1o 30, i now 330 per
5 pound Nask. Permanganate af [o-
t=wslum, a disqnfectent, s now L0 a
jound: before the war it was 12 ceénts
a poumndd. As 1hls comes principally from
Gln;mudn:-*. the high price s easlly ex-
plalned.

CQuinine ix 30 percent higher, and con-
tinucs 10 g0 up. Camphor is 5% percent

=11 i 1WD Vears .
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IXRLG PRICES HERE
HELI INRAITABLE
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By Roger D. Greene
Assoclated Preas

. Americans are the world's|
greatest pill takers. They pay,
nearly 550 million a year to
swallow about 53 million as-
pirin a day. They gulp nearly|
%230 million worth of wvitamin|
capsules annually. |
They order almost 400 mil-!
lion prescriplions a year al a
cost of nearly a billion dollars.
That's a big bill. So big, in
fact, that a great many Ameri-|
r;f.ns are complaining about ils’
ze,
Surveys show that [rom 64
to 71 per cent of all drug |:1.ls'u::|~'1
mers think they're paying loo|

1955

example, they point lo the fact
that six companies gambled
millions of dollars Lo mass pro-
duce a polio vaccine before'
they knew the result of mass;
tesls. ;

Because of such expensive’
activities, the indusitry con-
tends, today's prescription deol-
lar is worth more than ever.

510 a Year-Per Capita .

Theodore G. Lumpp. presi-,
dent of the National Pharma-

ecutical Couneil, says the:
average per capita cosl of
drugs is about 510 a year,!

compared with 555 for al-
coholic beverages, $32 for lo-
bacco and $11 for auto repairs.;

Americans, World’s No. 1 Pill Takers,
Feel They Pay Too Much for Drugs

]

1s the duggist getting rich?

A survey by El Lilly & Co.,
one of the leading Unilegd
States drug manufacturing
firms, noled that the average
retail druggist has an income
of $12,825 a year. Bul he usually
works long hours, including
Sundays and holidays.

By comparison, the Uniled
Stales Department of Come.
merce says Lhe average physi=
cian has an income of §12,5182
the average lawyer $9.375 and
the dentist 57.743. "

With the drug industry grows+
ing swiluly, the agency is harg,
pressed to police it efficiently,
Larrick says, adding: “We I115'1.T1:'-

V-BID




'LONG PLANS INQUIRY
ON PRICING OF DRUGS

WASHINGTON, July 23 (AP)|
—Senator Russell B. Long said|
today he was planning an in-l{
‘vestigation of drug pri,c_e_s-dandg
Federal health programs. : |

sl

1966



Applying V-BID to Specialty Pharmaceuticals

Approaches

« Impose no more than modest cost-
sharing on high-value services

 Reduce cost-sharing in accordance with
patient- or disease-specific
[ ] [ ] s
characteristics Speciatty 1 COMSUMer Access g,

* Relieve patients from high cost-sharing
if clinical goals not achieved on a

different medication “reward the good i)
soldier”

Kimbq:rlr Westrich, pa

« Use cost-sharing to encourage patients
to select high-performing providers and

CENTER Enp v
Ky ,.,L.’-lr'.!':":,',.t-’.u’. lu.(},u' ML



The ultimate tesf of
health reform will be
whether it improves
health and addresses
rising costs

V-BID should b.e part of
the solution to lmprmlfle
quality and enhance the
efficiency of hea}th care
Medicare spending

i of Health.
llainathan S. When a Co-Pay Gets in the Way
al .
'I’\'/I#e New York Times. 2013 Aug 10.

Ehe New Hork Fimes .
Business
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Published: 4 gust 10, 20
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 in Pointing oyt unpleasant trade-offs — 4

in the health care debate,
&, Enlarge This mage  We want Patients tq receive tha best
care available, We also want

consumers tg Pay less,

want to bankrupt the
Private insy rers,

And we don’t
Zo0vernment gr
Something must give

The debate centers on how tg make

these trade-offs, ang who gets tg make
them. The stakes are high, ang the

choices are 4t times unseemly, Ng

matter how Necessary, Putting humap
suffering inte dollars ang cents is not
atiractive work, It's no Surprise, then, that the Conversation is g heate

Whatis 5 SUIPriIse is that ~o sy .o



Discussion

www.vbidcenter.org
@um_ vbid

vbidcenter@umich.edu
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