In this panel, we will explore 2 topics
• Pharmacoeconomic analyses
• Are pharmacoeconomic (PE) analyses relevant for private payers, and
why?
• What costs, outcomes, and time horizon should be considered in a
pharmacoconomic analysis for private payers?
• Should a PE analysis for private payers be different than a PE
analysis for a health technology assessment body?
• Should costs related to the public health care sector (e.g.
hospitalization costs, medical procedure costs) be included in a PE
analysis for private payers?
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• Outcome-based agreements
• What are the challenges with implementing outcome-based agreement
in the Canadian private sector?
• What could be learn from the US private payers experience?
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Are PE analyses relevant for private payers?
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Who is the ‘private payer’?
1. Insurer?
2. Employee (Plan member)?
3. Employer (Plan sponsor)?

#HealthBenefitsTrends
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Users of private payer PE analyses results
Ned Pojskic: …insurers are “stewards of our plan
sponsors’ precious health care dollars…(we take) utmost
responsibility in ensuring every dollar spent produces
maximum value in terms of health outcomes.”
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Which costs to include?
 Remove publicly-funded costs
 Exclude caregivers
 Productivity
 Relevant comparators
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What time horizon is relevant for private payers?

 Lifetime horizons mostly inappropriate
 Uncertainty

#HealthBenefitsTrends

8

Should a PE analysis for private payer be much
different than for an HTA body?

 Balance between academic exercise and needs
 CUA not always necessary
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Importance of BIA to private payers
 Demographics
 Appropriate comparators
 Market size

#HealthBenefitsTrends
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Summary
 Public and private payers serve different populations

 Insurers becoming more sophisticated in HTA/EE methods
 Private payer perspective is important
 Comparison of public vs. private payer ICERs
 increased ICER by $8,188 (~ 2% on average), 14% SD suggests that the
difference can be large in either direction.

#HealthBenefitsTrends
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Pharmacoeconomic Analysis and
Outcome-based agreements: What does it
mean for Canadian Private Payers?
Sumeet Singh

1.

Are PE analyses relevant for private
payers?

2.

Should PE analyses for private payers
differ from those for HTA/public payers?

3.

Should a societal or health system
perspective be considered at all by
private payers?

Questions

Are PE analyses
relevant for private
payers?

• No other viable mechanism for managed
formularies to assess value for money of new
drugs
• Canadian pharmaceuticals ecosystem is aligning
as never before on PE analysis to assess value
for money
• HTA – CADTH, INESSS
• pCPA and public payer funding decisions
• PMPRB
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Some considerations based on our experience:
Perspective: Private payer perspective (i.e., excluding costs
borne by the public health care system) is increasingly of interest.

Should PE analyses for
private payers differ
from those for
HTA/public payers?
Depends upon the product
and clinical area

Costs: Inclusion of productivity costs/disability payments may be
important to consider

Population: Honing in on cost effectiveness in the private payer
beneficiary population to the extent possible (e.g., conducting
scenario analyses using subgroup data from younger patients if
available and relevant)

Time horizon: Generally similar to analyses for HTA, although
may consider implementing changes in coverage that occur over a
typical beneficiary’s lifespan (e.g., drug costs borne by public
payer after age 65)
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Three reasons for private payers to consider retaining
the health system/societal perspective

Should a societal
or health system
perspective be
considered at all by
private payers?

Rationalize and communicate why private payer
decisions may differ from public payer
Potential challenges in interpreting and
operationalizing results of PE analyses from the
private payer perspective

Appropriateness of assigning zero value to
public health system impacts
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Should a societal or health system perspective be considered at all
by private payers?
In many cases, ICERs from the private payer and health system perspective will align closely, however there can be
important exceptions

Comparison of private payer and public payer ICERs
Oncology (31)

Non-oncology (10)

Total (41)
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Source: O’Reilly, DJ and Lavoie, R. Determining cost-effectiveness:
Perspective matters. CADTH Symposium 2020.
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Mean Δ ICER = $8,188; 95% CI: -$97,200 to $113,600

Should a societal or health system perspective be considered at all
by private payers?
1. Rationalize and communicate why private payer decisions may differ from public payer

Scenario in which private payer ICER may be higher
than the public payer ICER:
•

Newer treatment results in reduced monitoring or
adverse event management costs (lower burden on
the public health care system). Excluding these cost
offsets would result in higher ICERs from the private
payer perspective.

Scenario in which private payer ICER may be lower than
the public payer ICER:
•
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New drug extends life, thereby incurring greater total
monitoring/follow up costs (physician visits,
diagnostics, etc.) versus comparators. Excluding
these costs would result in lower ICERs from the
private payer perspective.
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Should a societal or health system perspective be considered at all
by private payers?
2. Challenges in interpreting and operationalizing private payer perspective pharmacoeconomic analyses

• Do the same willingness-to-pay thresholds apply
as for public health system/societal perspective?
•

Nominally $50,000 - $100,000/QALY in Canada

•

Do these thresholds need to be adjusted up or
down, and if so, on what basis?

• What is the likely overall impact on private payer
spending of basing reimbursement and pricing
decisions on PE analyses with a private payer
perspective?
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• What are the implications for price negotiations?
When a private payer ICER is higher than a public payer
ICER, how likely is it that private payers will be able to
negotiate a lower price than public payers?

When a private payer ICER is lower than a public payer
ICER, how amenable will private payers be to paying
more than public payers? What if the optimal price is
even higher than the PMPRB ceiling price?

Should a societal or health system perspective be considered at all
by private payers?
3. Are effects of new drugs on the public health system completely irrelevant to private payers?

…Perhaps not
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•

Freeing up of public health care resources because a new drug requires less
monitoring or has fewer AEs could improve system capacity. Does this result in
better overall management and health outcomes for private payer
beneficiaries?

•

If so, it may not be appropriate for private payers to assign no value at all to such
benefits (or conversely, no costs when a new technology imposes health system
burdens).
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Pharmacoeconomic Analyses and
Outcomes-Based Agreements: What Does
It Mean for Canadian Private Payers?:
A U.S. Health Economist’s Perspective
Louis P. Garrison, PhD
NguyenSarah
Nguyenof Washington, Seattle WA, USA
The CHOICE Institute, School ofSarah
Pharmacy,
University

Canadian Association for Population Therapeutics Annual Conference
October 27, 2020

Innovative Product Listing Agreements:
A Variety of Names—Similar Concepts
•
•
•
•
•
•
•
•
•
•
•

ISPOR Task Force (2013)—”Performance-Based Risk-Sharing Arrangements” (PBRSAs)
managed entry agreements (MEA)
outcomes-based schemes
risk-sharing agreements
coverage with evidence development (CED)
access with evidence development
patient access schemes (PAS)
conditional licensing
pay-for-performance programs (P4P)
value-based arrangements
And others?
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“It takes time . . .”
• Merck:
– 1994—Proscar “Money-back guarantee” in BPH
– 1998—Zocor “Get to Goal”
– 2009—Januvia/Janumet with Cigna
– 2016—Januvia/Janumet with AetnaCare
• 2007--Velcade story in NYT
• 2008—UW began study and database
• 2012-3 ISPOR PBRSA Task Force
• 2010-2019 ISPOR Short Course—20 sessions—2,751 registrants (231 in 2019)
• 2020 Virtual Courses—July 8 (International); October 21, ISPOR APAC

Total Schemes: 539
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Source: UW PBRSA Database

UW Taxonomy (Carlson et al.)
Performance-based schemes between health care payers and manufacturers

Non-outcomes based schemes

Population level

Market
share

Health outcomes-based schemes

Patient level

Price
volume

Conditional coverage

Coverage with
evidence
development (CED)

Conditional treatment
continuation (CTC)

Performance-linked reimbursement
(PLR)

Outcomes
guarantee

[Ex: Alzheimer’s drugs in Italy]

Utilization
caps

Manufacturer
funded treatment
initiation

Only in research

Only with research

[Ex: Cochlear implants
in US (CMS)]

[Ex: Risperidone in
France]

Pattern or process of
care
[Ex: OncotypeDx in US
(United Healthcare)]

Clinical Endpoint
[Ex: Bortezomib in
UK]

Intermediate
Endpoint
[Ex: Simvastatin in
US]
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PBRSA—Five Key Characteristics
1. There is a program of data collection agreed between the manufacturer (or
provider, in some instances) and the payer..
2. This data collection is typically initiated during the time period following the
regulatory approval (which may be full, conditional, or adaptive), and linked to
post-launch coverage decisions..
3. The price, reimbursement, and/or revenue for the product are linked to the
outcome of this program of data collection either explicitly by a pre-agreed rule or
implicitly through an option to renegotiate coverage, price, and revenue at a later
date
4. The data collection is intended to address uncertainty about …. For example:
– efficacy or effectiveness in the tested population as compared to current
standard of care;
– the efficacy or effectiveness in a broader, more heterogeneous population than
used in registration trials or in pre-licensing testing
5. These arrangements provide a different distribution of risk between the payer
and the manufacturer than the historical manufacturer-payer relationship.
Source: ISPOR PBRSA Task Force Report
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Key findings:
• Lots of interest and talk by manufacturers
• Substantial implementation barriers
• Need better data systems
• Costs of negotiation
• More interest in financially-based RSAs
• Shift incentives? ACOs and government subsidies?

“The use of more innovative financial- and outcomes-based
PLAs remains of interest to payers, manufacturers, and HTA
leaders across Canada.”

“The participants suggested that ~80%–95% of Canadian PLAs are
financial-based rather than outcomes-based.”

Average Foreign-to-Canadian Price Ratios for
Patented Drugs by Country, 2016

Source: Danzon,
PharmacoEconomics, 2018

Short Answers to Good Questions
• Are pharmacoeconomic (PE) analyses relevant for private payers, and why? Yes, need to
understand incentives.
• What costs, outcomes, and time horizon should be considered in a pharmacoeconomic
analysis for private payers?
– Short-term for the plan and long-term for plan members/patients
– Do budget impact and cost-utility analysis
– Do two perspectives: Private plan and societal
• Should a PE analysis for private payers be much different than a PE analysis for a health
technology assessment body?
– Need to do private plan perspective as well as societal.
• Should costs related to the public health care sector (e.g. hospitalization costs, medical
procedure costs) be included in a PE analysis for private payers?
– Yes, from societal perspective; No, from private perspective.

Thanks!
lgarrisn@uw.edu

