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Overview

• Why write the book?

• Part 1:  The Economics of Prescription Drugs

• Part 2:  Experiences Measuring a Drug’s Value

• Part 3:  Capturing Broader Value Elements

• Part 4:  Getting to Value-Based Drug Prices
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Why write the book?

• Make the case for value-based drug prices

• Fill a void

• A book provides a special opportunity
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Overview

• Why write the book?

• Part 2:  Experiences Measuring a Drug’s Value

• Part 3:  Capturing Broader Value Elements

• Part 4:  Getting to Value-Based Drug Prices

• Part 1:  The Economics of Prescription Drugs

6



The Prescription Drug Market

7



• The “demand” side
• The “supply” side
• Most proposed solutions will not align price with value
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The Prescription Drug Market



Overview

• Why write the book?

• Part 1:  The Economics of Prescription Drugs

• Part 3:  Capturing Broader Value Elements

• Part 4:  Getting to Value-Based Drug Prices

• Part 2:  Experiences Measuring a Drug’s Value
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Measuring value: Outside the US

• Formal health technology assessment 
• Does clinical evidence support adoption?
• Is investment worth the price?

• Cost/QALY countries (e.g., UK)

• Non-cost/QALY countries (e.g., Germany)



Measuring value: In the US

• Mistrust of central HTA
• Distaste for “rationing”
• Limited and isolated efforts



A new era?
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Cost

QALYs

COST/QALY RATIO
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Treatment cost, net 
savings

(QALYs with treatment)
– (QALYs without treatment)



Cost-saving $20k/QALY $50k/QALY $150k/QALY $500k/QALY >$500k/QALY

CAR-T therapy for B-
Cell cancers

Luxturna™ for inherited 
retinal disease

Modulator therapies for 
cystic fibrosis

Emicizumab for 
Hemophilia A

Zolgensma for SMA
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Selected recent ICER reviews



Poll question #1

• What is the most appropriate cost-effectiveness threshold 
in the US?
— $50,000/QALY 
— $100,000/QALY
— $150,000/QALY
— $200,000/QALY
— Above $200,000/QALY



• Lack of accountability
• Doesn’t reflect patient and payers needs
• “One-size-fits-all approach”
• Unease with QALYs
• Excludes important societal elements of value
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Criticisms of ICER



Overview

• Why write the book?

• Part 1:  The Economics of Prescription Drugs

• Part 2:  Experiences Measuring a Drug’s Value

• Part 4:  Getting to Value-Based Drug Prices

• Part 3:  Capturing Broader Value Elements
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Perspective matters! 
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Source: Ben Stansall/Getty Images, Hannah Mckay/Reuters



Types of analytic perspective
Healthcare Payer
• Direct health care costs only 

responsible for specific payers

Healthcare Sector (HCS)
• Payer’s responsibility + 

patient’s out of pocket costs

Limited Societal
• HCS costs + patient time, 

transportation, caregiver time, 
and productivity

Societal
• Education
• Legal/Criminal Justice system
• Enviroment



Original Panel (Gold et al., 1996) 

• Reference case analysis

—Emphasis on QALYs

—A societal perspective
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Societal perspective by the Original Panel

“Who is affected? On whose behalf are decisions made?”

“the societal perspective considers everyone affected by the 
intervention and counts all significant health outcomes and costs that 
flow from it, regardless of who experiences the outcomes or costs” 

“the societal perspective is the appropriate one for decision making 
concerning health care resources in the public interest”.

Cost-Effectiveness in Health and Medicine (1st Ed), 1996, p6 and p99
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Practices in CEA since the Original Panel
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Source: Kim et al. (2020, PharmacoEconomics)
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Changes over time in analytic perspective

www.cearegistry.orgSource: Kim et al. (2020, PharmacoEconomics)
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Experiences since the Original Panel

• Authors often misspecified or did not clearly state the perspective

• Many CEAs – most not using the societal perspective
— When applying societal perspective, important elements often omitted

• Why?
— HTA guidelines often have taken more focused perspective
— Lack of available and reliable data on non-health impact
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2nd Panel debates: does a societal perspective make sense?

No! Yes!
Whose opportunity costs? Spillover effects

Elected officials (others) need to knowNo single societal perspective!
No “health budgets” in USRevealed preference of decision-makers
Consistency/comparabilit
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Second Panel’s Key Recommendations

• Two Reference Cases (Health care & Societal)

• For a societal reference case:
— Impact Inventory
— Reporting disaggregate outcomes
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Identifying health and non-health impact   
(Impact Inventory)

• A framework for organizing, thinking 
about, and presenting consequences

• List of health and non-health impacts

• Ensure all consequences are considered 
regularly and comprehensively
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Impact Inventory: Example

Source: Kim et al. (2019, Am J Prev Med) 31



Impact Inventory: Example

Source: Kim et al. (2019, Am J Prev Med) 32



Reporting disaggregate outcomes

• Report intermediate health outcomes and cost categories

• Help compare results with other analyses that may have 
utilized intermediate outcomes

• Inform decision makers through the explicit quantification 
and valuation of all health and non-health impacts
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Disaggregate outcome table: example

Source: Kim et al. (2019, Am J Prev Med)
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Implications

• Perspectives matter in value assessment!
— Decisions based on incomplete valuation may not optimize overall welfare

• Importance of transparent reporting 
— Impact Inventory and reporting disaggregated outcomes can help

• Challenges remain in the lack of available data
— Valuing non-health outcomes
— Valuing effects of others
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Overview

• Why write the book?

• Part 1:  The Economics of Prescription Drugs

• Part 2:  Experiences Measuring a Drug’s Value

• Part 3:  Capturing Broader Value Elements

• Part 4:  Getting to Value-Based Drug Prices
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Getting to value:  measurement questions

• Impacts beyond health?

• What role for QALYs?

• Drug launch price or price over time?

• How to address uncertainty?
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Getting to value:  policy questions

• On what basis does Medicare negotiate?

• What role of private payers?

• Does the US need a new public HTA Institute?

38



And a word of caution

• By themselves, value-based prices will not make drugs affordable

• They do help balance innovation and other priorities

• For affordability – other reforms needed
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Conclusion

“ Paying value-based prices, even as we strive to encourage 
innovation, makes sense because it helps ensure that drug 
companies produce what people want—products that improve 
people’s health—while considering society’s other pressing 
priorities.” 

- The Right Price
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Thank you!
PNeumann@tuftsmedicalcenter.org

@PeterNeumann11
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DKim3@tuftsmedicalcenter.org

@ddkim62

mailto:PNeumann@tuftsmedicalcenter.org
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