
 
 
 
March 20, 2014 
 
The Honorable Harry Reid  The Honorable Mitch McConnell 
Majority Leader     Minority Leader 
United States Senate     United States Senate 
Washington, DC 20510     Washington, DC 20510 
 
The Honorable John Boehner    The Honorable Nancy Pelosi 
Speaker      Minority Leader 
United States House of Representatives   United States House of Representatives 
Washington, DC 20515     Washington, DC 20515 
 
Dear Majority Leader Reid, Minority Leader McConnell, Speaker Boehner, and Minority Leader Pelosi: 
 
On behalf of our organizations representing community-based oncologists and allied medical 
professionals who treat the majority of Americans fighting cancer, we implore you to address the current 
crisis in cancer care before the damage to the nation’s cancer delivery system is irreversible.   
 
Community cancer clinics are closing their doors or are being absorbed by large health systems, making it 
difficult for patients to access cancer care  — especially in rural areas — while also increasing costs for 
Medicare, seniors with cancer, and taxpayers.  The national drug shortage is resulting in delays in cancer 
treatment, as well switching to second-choice treatment in cases, which is often more expensive.  This 
crisis is a result of inadequate Medicare reimbursement for community-based cancer care, misguided 
Medicare policies incentivizing higher cost settings for cancer care, the application of the sequester cut by 
the Centers for Medicare & Medicaid Services (CMS) to the underlying cost of cancer drugs, and the 
broken SGR-based Medicare payment system.  It is disconcerting that the President’s FY 2015 budget 
proposals would actually accelerate the crisis and increase the costs of cancer care. 
 
We urge leadership to pass Medicare payment reform legislation along with cancer care legislation that 
will stabilize the nation’s cancer care delivery system. Community cancer clinics are fully prepared to 
implement alternative payment models within Medicare that will improve quality and reduce costs.  
However, if Congress does not act immediately, cancer patients will be shifted to higher cost settings that 
are ill prepared to implement cost-effective payment reform.   
 
Over the past 6 years, the Community Oncology Alliance has tracked the changing landscape of 
community cancer care.1  During that period, 1,338 clinics have been impacted, most notably with 288 
treatment facilities closing and 469 practices (typically having multiple treatment facilities) merging into 
or affiliating with hospitals.  A study of Medicare data found that in 2005 87% of chemotherapy was 
administered in community cancer clinics but by the end of 2011 (last year the full Medicare data file is 
available) it had declined to 67%.2  And over the last 12 months since the Medicare sequester went into 
effect, hospital acquisitions of cancer clinics have accelerated.             
 
This consolidation in cancer care has a profound impact on Medicare and seniors fighting cancer.  It costs 
Medicare $6,500 more per beneficiary on an annualized basis and each senior $650 more in out-of-pocket 
copayments when chemotherapy is administered in hospital outpatient departments (HOPDs) versus 
physician-run community cancer clinics.3 Another study found that over the 3-year period from 2009 
                                                        
1 Community Oncology Practice Impact Report; Community Oncology Alliance, June 2013. 
2 Results of Analyses for Chemotherapy Administration Utilization and Chemotherapy Drug Utilization, 2005-2011 for Medicare 
Fee-for-Service Beneficiaries, The Moran Company, May 2013. 
3 Site of Service Cost Differences for Medicare Patients Receiving Chemotherapy, Milliman, October 2011. 
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through 2011 the volume-weighted payment differential for chemotherapy administration was 19-38% 
higher in HOPDs than in community cancer clinics.4  In fact, from 2005 through 2011 Medicare payments 
for chemotherapy administration services delivered in the HOPD setting have increased by more than 
200% while payments for the same services delivered by community cancer clinics have actually 
decreased by 15% during the same time period.5   
 
It has been suggested that a different mix of patients is treated in HOPDs versus community cancer 
clinics, but that is not supported by evidence.  In fact, a recent study by Milliman analyzed private payer 
payments by cancer type and severity by episodes of care and documented consistently higher costs in the 
HOPD setting for chemotherapy, as well as radiation therapy, diagnostic imaging, and pathology.6  
 
CMS policies incentivize the shift of cancer care from efficient community cancer clinics to more costly 
hospitals.  Rather than create payment parity for the same services delivered in the clinic and hospital 
settings as clearly recommended by MedPAC,7 CMS is substantially widening the gap for delivery of the 
same cancer care services between the two settings, without any data on differences in quality of care, 
types of cancers treated, or other potential site differences to justify substantially higher Medicare and 
beneficiary payments in the hospital setting.  The widening gap results from CMS increasing payments 
for oncology services delivered in HOPDs and decreasing payments for services delivered in community 
cancer clinics.  For example, CMS has decreased reimbursement to community cancer clinics for 
administering the first hour of chemotherapy by 7.4%, without any cost-based rationale.  At the same 
time, the agency has increased payment for the identical service to HOPDs by 29.9%.  
 
Private insurers are beginning to address the growing cost disparity of cancer services provided in 
community clinics versus HOPDs.  Just recently, Highmark Blue Cross Blue Shield publicly announced 
starting April 1, 2014 it will establish payment parity for cancer care services regardless of the site of 
service.  Highmark has noted that a patient being treated for lung cancer could potentially save $1,000 to 
$3,500 per single treatment when treated in the less-expensive clinic setting, dependent on drug costs and 
the patient’s deductible.8     
 
We also note that CMS has chosen to apply the congressionally mandated sequester cut to the underlying 
cost of cancer drugs.  As it is, Medicare reimbursement set at average sales price (ASP) plus 6 percent is 
in reality significantly less.  The inclusion of manufacturer-to-distributor prompt pay discounts in the 
calculation of ASP, which we believe CMS has incorrectly interpreted in statute,9 drives reimbursement 
down to at least less than ASP + 5%.  Furthermore, the 6-month lag in updating reimbursement rates in 
the face of regular manufacturer price increases, coupled with patient bad debt, which is not covered in 
community cancer clinics by a comparable 340B safety net, effectively reduces Medicare reimbursement 
to community cancer clinics to ASP + 2% or less.  Therefore, CMS’ decision to apply the 2% sequester 
cut to the underlying cost of cancer drugs effectively reduces reimbursement to at or below ASP.  This 
means that the staff and facility costs associated with inventory, storage, procurement, and drug handling 

                                                        
4 Cost Differences in Cancer Care Across Settings, The Moran Company, August 2013. 
5 See supra, footnote 2 
6 Comparing Episode of Cancer Care Costs in Different Settings: An Actuarial Analysis of Patients Receiving Chemotherapy, 
Milliman, August 2013. 
7 Report to the Congress: Health Care and the Health Care Delivery System, MedPAC, June 2013.  MedPAC states in part, “If 
the same service can be safely provided in different settings, a prudent purchaser should not pay more for that service in one 
setting than in another.  Payment variations across settings may encourage arrangements among providers that result in care 
being provided in higher paid settings, thereby increasing total Medicare spending and beneficiary cost sharing. In general, the 
Commission maintains that Medicare should base payment rates on the resources needed to treat patients in the most efficient 
setting, adjusting for differences in patient severity to the extent that severity differences affect costs more for that service in one 
setting than in another.” 
8  Highmark Rejects Markups for Cancer Care, Pittsburgh Post-Gazette, and February 26, 2014. 
9 The Medicare Modernization Act of 2003 requires pharmaceutical manufacturers to include all discounts and rebates, including 
“prompt pay” discounts, in the calculation of ASP.  However, the intent was to require manufacturers to include all discounts and 
rebates that flowed to end purchasers, such as CCCs, not prompt pay discounts between manufacturers and distributors, which 
are financing discounts dealing with the time value of money for distributors and do not flow to CCC purchasers. 



   3 

intended to be covered by 6% above ASP are not reimbursed.  For the majority of community cancer 
clinics the cost of many cancer drugs alone are not fully covered by the Medicare reimbursement.   
 
The proof of the cancer care crisis is further borne out by national drug shortages, which are impacting 
patient care as well as further increasing costs to Medicare, cancer patients, and taxpayers.  Although the 
drug shortage problem is multi-factorial, the underlying cause of the shortages is economic.  The faulty 
Medicare payment system and increasing government-mandated discounts and rebates have resulted in a 
shrinking generic manufacturer base and disincentives in investments in production and facilities.  The 
shortages of cancer drugs have delayed treatments or required patients to switch to second-line therapies, 
which in cases are more expensive. 
 
We note that the President’s FY 2015 budget proposals include a further Medicare payment cut to ASP + 
3%, which would result in every cancer drug being reimbursed at far less than cost when combined with 
CMS’ application of the sequester cut to the underlying cost of cancer drugs.  Additionally, another 
budget proposal would effectively dismantle integrated community cancer clinics that provide a suite of 
essential services such as diagnostic imaging, radiation therapy, and pathology tests in a cost-effective 
setting.        
      
Across the nation, community cancer clinics are leading the way with alternative payment models that 
document cost savings by reducing hospitalizations, emergency room utilization, and lowering treatment 
costs.  These models include medical homes, shared savings, episodes of care, and other innovative 
payment systems.  Already, cancer clinics are successfully working with private payers to implement 
these novel arrangements.  However, if Congress does not act immediately to preserve community cancer 
care, patients will be shifted to higher cost settings that are ill prepared to implement cost-effective 
payment reform.   
 
We applaud Congress in reaching bipartisan, bicameral policy that replaces the broken SGR payment 
system and that allows community cancer clinics to implement new payment models.  We urge Congress 
to pass SGR and payment reform legislation now without adopting further destabilizing cuts or policy 
changes to community cancer care.   
 
Congress must act immediately to stabilize the community cancer care delivery system in any Medicare 
legislation before the shift of cancer care to the more expensive hospital setting becomes irreversible.  
Members of Congress on both sides of the aisle recognize this threat and have sponsored legislation to 
stop CMS’ application of the sequester cut to cancer drugs (H.R. 1416), to fix the prompt pay problem 
that artificially lowers cancer drug payments (H.R. 800 and S. 806), and to adopt site-neutral payments 
for outpatient cancer care services (H.R. 2869).  We implore the leadership to pass the SGR/payment 
reform legislation as well as move this cancer care package to stabilize the nation’s cancer care delivery 
system.  
 
Sincerely, 

     
Mark Thompson, MD     Barry Brooks, MD 
President      Chairman, Pharmacy & Therapeutics Committee 
Community Oncology Alliance    The US Oncology Network 
 
CC:  Chairmen and Ranking Members of the Finance, Energy & Commerce, and Ways & Means 

Committees 


