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BIOMEDICAL INNOVATION: WHAT CAN WE 
AFFORD?
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COMMON GROUND: PRESCRIPTION DRUG POLICY

Living longer and better is good
• But, it almost always costs something
• Prescription drugs help

Spending growing faster than 
the economy
• Don’t want to forgo roads, defense,

retirement, education
• Higher taxation has a limit
• Drugs contribute to cost growth
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SERIOUS PROBLEMS NEED DRAMATIC SOLUTIONS 

PROVIDING BETTER HEALTH IS BECOMING 
UNAFFORDABLE

BUT, WE CAN’T AFFORD NOT TO IMPROVE 
HEALTHCARE  

• Elderly Population Growing Faster Than 
Working Age Population (3% vs. ~ 0)

• Health Spending Growing Faster than GDP

• Prevention or behavior modification 
hasn’t meaningfully reduced costs

• New payment models slow to materialize

• Data capture/harmonization across sites 
of care not happening broadly

Sources: 
National Health Expenditures 2018, historical comparisons ‘17 vs. ‘11, projected 
‘24 vs. ‘17 7 year average,  American Cancer Society, “Cancer Facts & Figures 
2019,” https://www.cancer.org/content/dam/cancer-org/research/cancer-facts-
and-statistics/annual-cancer-facts-andfigures/2019/cancer-facts-and-figures-
2019.pdf. 2) S. Seabury, “Quantifying Gains in the War on Cancer Due to 
Improved Treatment and Earlier Detection,” Forum for Health Economics and 
Policy 2016; 19(1): 141–156. 

• 41% increase in 5 year cancer 
survival rate since 1975

• 73% of recent cancer survival
gains attributable to new
medicines 

NEW TREATMENTS: IN A SYSTEM LARGELY BASED ON 
OLDER MEDICINES

•High cost sharing
•Mixed information

•Unpredictable expenses 

•Retiree & entitlement 
Costs 

•Setting price,
transparency

•Primarily compensated 
with fee for service 

•Lack interconnected data

•Risk management: ACA,
Medicare part D

•Care delivery 

Health Plans Providers

PatientsBudget Holders

New Medicines: Specialty, 
High Cost per unit, 

High Unmet Need, Limited 
Alternatives
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Doshi, Jalpa A., Pengxiang Li, Hairong Huo, Amy R. Pettit, and Katrina A. Armstrong, Association of Patient Out-ofPocket Costs 
With Prescription Abandonment and Delay in Fills of Novel Oral Anticancer Agents. Journal of Clinical Oncology. 2017. doi: 
10.1200/JCO.2017.74.5091

BLOOD CANCER PATIENTS COST BURDEN

Source: Dieguez et al, A Longitudinal Analysis of Commercially Insured Patients diagnosed with Blood cancer, Oct. 2018, 
Milliman Research Report
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49%

48%

42%

38%

23%

Gasoline

Food

Over the Counter
Medicines

Special Clothing or Wigs

Car Repairs

53%

43%

39%

37%

36%

Diagonstic Tests or Scans

Prescription Medicine

Physician Office Visits

Outpatient Treatment
(Inc. Radiation)

Surgery

CANCER PATIENTS’ TOP FINANCIAL CONCERNS

Non-Medical Medical

Source: Financial Hardship Associated with Cancer, Cancercare 2017

FUTURE DIRECTION IN RX POLICY AND PRACTICE

• International referencing, limits on
growth, pass through

Price Controls & 
Rebates

• Clinical trial, Real World Evidence,
Simplicity

Evidence Based Pricing 
& Transparency

• Co-Pay, Deductible Patient Cost Sharing

• Part D reforms to catastrophic
spending, Exchange Risk Management

High Cost Drug Risk 
Management

• Price based on health events or
behaviorsPay for Outcomes 
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FUTURE DIRECTION IN RX POLICY AND PRACTICE: 
IMPLICATIONS FOR HEALTH, BUSINESS PRACTICE AND COSTS 

• Supply of Treatments
• Budget
• Premium vs. Co-Pay

Price Controls & 
Rebates

• Evidence is limited launch vs. real world
• Simple vs. nuisance transparency

Evidence Based Pricing 
& Transparency

• People walk away from treatment
• Smart cost sharing across servicesPatient Cost Sharing

• Plans and providers with tools to manage
spending and negotiate

• Incidence of discounts

High Cost Drug Risk 
Management

• Better alternative to cost plus
• Need simpler scalingPay for Outcomes

REFORMS NEED TO REFLECT CURRENT SCIENCE, 
PATIENT NEEDS.. AND BUDGET REALITY 

Deploy Evidence 
Collection And 

Sharing

• Funded 
• Disaggregated, 

sharable across 
sites

• Price and cost 
sharing 
transparency

• Create constant 
challenge of price 
and value 

Manage Total 
Health Costs

• Service by service 
price setting isn’t 
solving the 
problem 

• Premium support,
block grants, 
managed care 

• Push out control
for risks and 
rewards 

• Force choices 
between services

No Payment Plus 

• Pay providers 
based on the 
service not a 
fraction of the 
cost of the drug

Make Better Use of 
Cheap Care

• Generic 
adherence and 
biosimilar uptake 
still poor 

• Social and 
behavioral health 


