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The pursuit of economic and clinical value in oncology goes “beyond the pill” to encompass improvements
in the process of caring for patients suffering from cancer. The concept of value-based payment thus
extends beyond the amounts reimbursed for drugs themselves to encompass the methods of payment
used for the physicians and facilities where those drugs are prescribed and delivered. Oncology payment
mechanisms vary widely across nations depending on the structure of their health care systems, but
the challenges of appropriate drug selection and patient engagement are common to all. This paper
describes contemporary efforts to create stronger payment incentives for appropriate drug selection,
administration, monitoring, and management in the United States and France.

© 2016 Elsevier Ltd. All rights reserved.

1. Introduction

The value of an oncology drug derives not merely from its
molecular structure, but also from the manner in which it is used.
High-value medical oncology requires that chemotherapies and
biologics be administered to the right patient, at the right time,
in the right dose, and in combination with the right supportive
medications [1]. Pharmaceutical regimes should be coordinated
with radiation, surgery, and other therapeutic options; the patient
should be monitored for beneficial and adverse impacts; and treat-
ment should be periodically reviewed to reduce toxicity and use of
emergency hospital services. The patient should be encouraged to
share in decision making concerning aspects of care that involve
tradeoffs between longevity, quality of life, and other outcomes.
For patients with metastatic disease, active chemotherapy should
be terminated when it no longer offers meaningful benefits, and the
patient should be transferred to conservative end-of-life care. Drug
performance needs to be documented using evidence from real-
world settings in addition to controlled clinical trials. High-value
medical oncology goes far “beyond the pill.”

Public discussions of value in oncology often focus on the price
and efficacy of newly launched molecules, raising difficult ques-
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tions of how much society should financially reward past research
as an incentive for future research. Innovation in the manner
in which drugs are used is of equal importance to innovation
in identifying cellular targets, mechanisms of action, and modes
of administration. Rather than being the domain of startup and
established biopharmaceutical firms, however, innovation in meth-
ods of use occurs at the level of the physician and the hospital.
Every oncology care delivery system must ensure that the appro-
priate pharmaceutical regimen is selected, monitored, adjusted,
and eventually halted. It must ensure that patients receive effec-
tive education and counseling from clinical staff and are engaged
through effective compliance with the therapeutic regimen. These
delivery system decisions are encouraged or discouraged by the
manner in which care providers are paid.

Oncology payment mechanisms vary across nations depending
on the history and structure of their health care systems. Never-
theless, the challenges of appropriate drug selection and patient
engagement are common to all. This paper describes physician and
hospital payment methods for oncology, and the incentives they
create, in the United States and France. These two countries are
similar in levels of income and cultural affinity for the newest drug
treatments, but feature different provider institutions and insur-
ance systems.
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2. Selecting the appropriate drug regimen

Different methods of payment create incentives for physicians
to favor more or less expensive drugs for their patients. Payments
that reimburse clinical services through a percentage mark-up
on the cost of the drugs used, as with “buy and bill” reimburse-
ment for office-infused drugs, implicitly encourage physicians to
select the most expensive drugs [2]. Payments made on a bundled
“episode-of-illness” basis provide the opposite incentive, implic-
itly encouraging physicians to select the cheapest regimen so as
maximize the funds available for other services [3]. Reimbursement
mechanisms that shift responsibility for purchasing oncology drugs
to the hospital, as with diagnosis-related group systems, reward
institutions that administratively limit physicians’ prescription of
expensive therapies [4]. Insurer requirements providers to obtain
authorization before prescribing an expensive drug place providers
at risk of non-payment if their selection does not align with what
the payer deems appropriate [5].

The complexity of the treatment options in oncology exceeds
the decision-making capacity of the individual physician. Profes-
sional societies, scientific organizations, and third-party insurers in
the United States have developed clinical “guidelines” that delin-
eate an appropriate course of care for each therapeutic indication,
albeit with exceptions for patients with special needs [6]. Insurers
favor physician adherence to clinical guidelines to reduce unjusti-
fied variation and experimentation in drug selection, but they also
are interested in the financial implications. Guidelines differ con-
siderably in cost due to the different combinations and prices of
the generic, branded, and targeted drugs they recommend. Insur-
ers favor adherence by oncologists to clinical “pathways,” which
constitute a subset of guidelines that take financial cost into con-
sideration, promoting the less expensive options within a set of
clinically equivalent guidelines for each cancer indication and pop-
ulation segment [7,8].

In the United States, some insurers offer monthly per-patient
payments to practices that adhere to clinical pathways, in
addition to the fee-for-service payments for patient visits. For
example, Anthem offers oncologists $350 per month for every
patient undergoing active chemotherapy if the practice adheres to
Anthem-approved pathways for at least 80% of its members [9,10].
The arrangement requires oncologists to register their Anthem
patients in the insurer’s oncology data system, providing patient-
specific data on stage of disease and biomarker levels that the
insurer otherwise could not access.

In France, oncology services largely are provided in hospital-
affiliated settings and are reimbursed through the hospital
diagnosis-related case rate payment system, termed GHS [11]. In
public hospitals, these case rates cover the totality of services
provided, including physician and nurse visits, hospital tests and
treatments, and drugs and other supplies, albeit with one important
set of exceptions. Faced with the continued development of expen-
sive oncology drugs, which are used at varying doses and in varying
combinations within the same GHS diagnostic category, hospitals
can claim supplemental reimbursement. Drugs contained in the
‘liste en sus’ (based on their high cost and variable use) are fully
reimbursed up to reimbursement tariffs. Payment comes out of a
national budget that protects hospitals from the costs of expensive
new drugs. In private hospitals, the GHS payments do not cover the
fees charged by independent oncologists, who are paid separately
on a fee-for-service basis. Hospitals and their attending physicians
do not face budgetary constraints on the prescription of oncology
drugs, including for off-label indications if justified, and face low
administrative constraints compared to the ‘prior authorization’
requirements prevalent in the US context.

In France the prescription of oncology drugs (and of other expen-
sive drugs and devices) in promoted administratively by a ‘contract

of appropriate utilization’ between the hospital, the regional health
agency, and the national public insurance program. These contracts
specify guidelines for drug prescription and clinical follow-up, with
compliance reported annually. The regional health agency has the
authority to reduce payments for specialty drugs on the ‘liste en
sus’ to hospitals that are not performing well with respect to these
clinical guidelines.

Supplemental reimbursements weaken the incentive for
providers to control the costs of the therapies they prescribe.
Indeed, the French budget for drugs covered by the ‘liste en sus’
grew by 15.5% between 2012 and 14; the government has sought to
limitits growth to 1.75% for 2016. The governmental council on hos-
pitalization has recommended a tightening of the eligibility criteria
to drugs receiving designation as modest to major clinical improve-
ments (AMSR 3, 2, or 1). Since 2012, 27% of oncology drugs have
received these AMSR ratings. This tightening of eligibility eventu-
ally could reduce by two-thirds the number of drugs contained on
the ‘liste en sus’, thereby creating strong new incentives for physi-
cians and hospitals to reduce utilization of expensive drugs and
substitute generic chemotherapies and biosimilars where avail-
able. It also would pose budgetary stress for the hospitals, 13% of
whose revenues come in the form of supplemental payment for
drugs and devices included in the ‘liste en sus’ [12].

3. Monitoring and engaging patients

Patients suffering from cancer are at risk of adverse changes in
their health and functional ability due to the progression of the
disease and the toxicity of their treatment regimens. They benefit
from regular monitoring by physicians and caregivers with training
in social work and behavioral health. In addition, patients need to
monitor and interpret their own health status changes. They should
know when to make changes on their own initiative, when to make
an appointment with their physician, and when to rush immedi-
ately to a hospital. They need a basic understanding of their illness,
its probable trajectory, the treatments they are undergoing, and the
signs of unexpected and dangerous changes.

Unfortunately, many forms for oncology payment do not ade-
quately reimburse the services needed to monitor, educate, and
engage patients in their own health care. Fee-for-service usually is
linked to patient visits to a physician, even though much of the
important monitoring may be done via the telephone or email,
through patient support groups, and using the services of non-
physician staff. In principle, fee-for-service reimbursement could
permit physicians to employ non-physician caregivers, but all too
often these services rely on other funding sources or are neglected
altogether. Avariety of payment alternatives are emerging that seek
to support better monitoring and engagement.

In the United States, some of the principal payers have sought
to encourage the development of the “oncology medical home”
[13,14]. This involves supplementing fee-for-service for office vis-
its with a monthly payment to the oncologist for each patient
undergoing active treatment. These funds are intended to offset the
cost of developing and adjusting care plans, hiring staff for patient
education and monitoring, ensuring clinical access on evenings
and weekends, and maintaining comprehensive electronic medi-
cal records. The public Medicare program, which covers 45 million
seniors over the age of 65 and accounts for half of the typical oncol-
ogy practice’s patient volume, has announced its “oncology care
management” program, which offers $160 per patient per month
to oncology practices that can document their capabilities to per-
form selected functions [15]. UnitedHealthcare, one of the largest
private insurers, offers participating practices a monthly payment
equivalent to what the practice would otherwise have earned from
price mark-ups on infused drugs, in exchange for accepting reduced
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reimbursement for the drugs themselves [ 16]. Simultaneously with
offering the monthly per-patient payments, United Healthcare has
switched its drug reimbursement method from “buy and bill”
with a percentage mark-up (which encouraged prescription of the
most expensive drug regimens) to invoice reimbursement with-
out mark-up, analogous to the “liste en sus” reimbursement in the
French GHS system. United Healthcare recognizes that drug mark-
ups had previously funded important patient-oriented activities
and need to be replaced lest the patient education, monitoring, and
engagement component be reduced.

The “medical home” model sometimes adds a third compo-
nent to the payment structure for oncology practices, beyond
fee-for-service and per-month payments. Case studies suggest
that investments by oncology practices in patient monitoring,
education, and engagement activities can lower total costs by
reducing patient use of emergency departments and the hospital.
For example, one study found that, in the absence of such ser-
vices, incremental expenditure for chemotherapy-related adverse
effects among chemotherapy recipients (i.e., expenditure in excess
of those made on behalf of the matched individuals not receiving
chemotherapy) was $1271 per person per year [17]. The third com-
ponent of the Medicare oncology payment initiative predicts the
costs that each participating practice will incur for each type of
cancer patient in the coming year, and compares actual expendi-
tures against this benchmark to ascertain whether practices are
able to reduce spending through their medical home initiatives.
Practices that incur lower-than-anticipated costs receive a portion
of the “savings” at the end of the year. In order to be eligible for
these potentially sizeable disbursements, the oncology practices
must also score well on a list of quality metrics established by
the payer. United Healthcare has reported that the oncology prac-
tices participating in its initiative reduced spending by 40% in the
first year, by reducing hospitalization and therapeutic radiology;
the study found an increase rather than a decrease in spending on
chemotherapy [18].

In France, hospital-salaried oncologists are seeking to increase
the role of specialized oncology nurses in patient-centered
activities that otherwise would require physician time, thereby
increasing the number of patients that any one physician can man-
age. The hospitals do not receive additional payment to support
these specialized nurses and their care management activities but
benefit because the additional patients managed by each physi-
cian are reimbursed through additional GHS case rates. A successful
recent example has been reported at the Hospital St. Antoine in
Paris, where specialized nurses are delegated responsibility for
follow patients undergoing oral chemotherapy and are treated at
home rather thanin the hospital [ 19]. These nurses have the author-
ity to prescribe laboratory and radiology tests, and to prescribe
drugs that alleviate toxic side effects of chemotherapies. The goal is
to reduce unplanned patient visits to the emergency department.
The hospital is willing to finance these additional services out of its
GHS revenues. In contrast, French oncologists in private practice
who are not employed by hospitals are demanding supplemen-
tal fee-for-service payment to cover the costs of these additional
patient monitoring and education services.

4. Conclusion

Improvement in the value of cancer care requires innovation
in the biopharmaceutical armamentarium, with new products that
are more effective, less toxic, and more affordable than those they
replace. But it also requires innovation in the clinical and organiza-
tional processes in which novel drugs are embedded. These process
innovations must address the manner by which drugs are selected,
combined, and used, plus the manner by which the patients are

monitored, educated, and engaged in their own health care. This
requires change in the structure of oncology practice. Practices
need to hire more non-physician staff, ensure patient access on
evenings and weekends, acquire and use electronic data systems,
coordinate with radiation and surgical specialists, and align with
other components of the health care system.

Innovation in clinical processes and organizational capabilities
can be supported or impeded by the manner by which oncology
practices are reimbursed for the services they provide. Traditional
methods of payment—which include fee-for-service for physi-
cian office visits, profit margins from office-administered drugs,
and case rates for hospital services—impede many of the needed
changes. Insurers now are experimenting with changes in payment
methods in the hope of removing these impediments and acceler-
ating the needed improvements. These new payment initiatives
vary widely across nations and across payers within nations, and
each suffers from its own challenges. To be successful, they require
adjustments for the risk mix of each patient population, adapta-
tion to the changing standard of care as new tests and treatments
are launched, sophisticated data systems, and meaningful quality
metrics that permit payers and patients to assess whether care is
indeed being improved.

All payment initiatives are imperfect, and all add to the com-
plexity of managing an oncology practice. Unfortunately, there is
no easy alternative to payment reform for achieving the desired
goals. In principle, the alternative to incentive-oriented payment
mechanisms is to divorce physicians’ payments completely from
their decisions as to which drugs to use and which patient man-
agement activities to support. Physicians could be protected from
the economic impacts of their clinical choices. However, remov-
ing responsibility for the costs of care from the physician shifts
that responsibility to the insurer (through drug coverage and man-
agement practices) and to the patient (through out-of-pocket cost
sharing).

The pursuit of economic as well as clinical value in oncology
goes “beyond the pill” to encompass improvements in the process
of caring for patients suffering from cancer. Value-based payment
thus goes beyond the amounts reimbursed for the drugs themselves
to encompass the methods used to reimburse the physicians and
organizations that prescribe, deliver, monitor, and manage those
drugs.
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