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LEGAL CAVEAT

Advisory Board has made efforts to verify the 

accuracy of the information it provides to members. 

This report relies on data obtained from many 

sources, however, and Advisory Board cannot 

guarantee the accuracy of the information provided 

or any analysis based thereon. In addition, Advisory 

Board is not in the business of giving legal, medical, 

accounting, or other professional advice, and its 

reports should not be construed as professional 

advice. In particular, members should not rely on 

any legal commentary in this report as a basis for 

action, or assume that any tactics described herein 

would be permitted by applicable law or appropriate 

for a given member’s situation. Members are 

advised to consult with appropriate professionals 

concerning legal, medical, tax, or accounting issues, 

before implementing any of these tactics. Neither 

Advisory Board nor its officers, directors, trustees, 

employees, and agents shall be liable for any 

claims, liabilities, or expenses relating to (a) any 

errors or omissions in this report, whether caused 

by Advisory Board or any of its employees or 

agents, or sources or other third parties, (b) any 

recommendation or graded ranking by Advisory 

Board, or (c) failure of member and its employees 

and agents to abide by the terms set forth herein.

Advisory Board and the “A” logo are registered 

trademarks of The Advisory Board Company in the 

United States and other countries. Members are not 

permitted to use these trademarks, or any other 

trademark, product name, service name, trade 

name, and logo of Advisory Board without prior 

written consent of Advisory Board. All other 

trademarks, product names, service names, trade 

names, and logos used within these pages are the 

property of their respective holders. Use of other 

company trademarks, product names, service 

names, trade names, and logos or images of the 

same does not necessarily constitute (a) an 

endorsement by such company of Advisory Board 

and its products and services, or (b) an 

endorsement of the company or its products or 

services by Advisory Board. Advisory Board is not 

affiliated with any such company.

IMPORTANT: Please read the following.

Advisory Board has prepared this report for the 

exclusive use of its members. Each member 

acknowledges and agrees that this report and

the information contained herein (collectively,

the “Report”) are confidential and proprietary to 

Advisory Board. By accepting delivery of this 

Report, each member agrees to abide by the

terms as stated herein, including the following:

1. Advisory Board owns all right, title, and interest 

in and to this Report. Except as stated herein, 

no right, license, permission, or interest of any 

kind in this Report is intended to be given, 

transferred to, or acquired by a member. Each 

member is authorized to use this Report only to 

the extent expressly authorized herein.

2. Each member shall not sell, license, republish, 

or post online or otherwise this Report, in part

or in whole. Each member shall not disseminate 

or permit the use of, and shall take reasonable 

precautions to prevent such dissemination or 

use of, this Report by (a) any of its employees 

and agents (except as stated below), or (b) any 

third party.

3. Each member may make this Report available 

solely to those of its employees and agents

who (a) are registered for the workshop or 

membership program of which this Report is a 

part, (b) require access to this Report in order to 

learn from the information described herein, and 

(c) agree not to disclose this Report to other 

employees or agents or any third party. Each 

member shall use, and shall ensure that its 

employees and agents use, this Report for its 

internal use only. Each member may make a 

limited number of copies, solely as adequate for 

use by its employees and agents in accordance 

with the terms herein.

4. Each member shall not remove from this Report 

any confidential markings, copyright notices, 

and/or other similar indicia herein.

5. Each member is responsible for any breach of 

its obligations as stated herein by any of its 

employees or agents.

6. If a member is unwilling to abide by any of the 

foregoing obligations, then such member shall 

promptly return this Report and all copies 

thereof to Advisory Board.
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Overview of HOPD1 infusion centers

Source: Oncology Roundtable, “The Executive’s Guide to Infusion Center Business Strategy,” 

2018, available at: https://www.advisory.com/research/oncology-

roundtable/resources/2018/the-executives-guide-to-infusion-center-business-strategy; 

Advisory Board research and analysis.1) Hospital outpatient department.

Prior to 2005, the majority of infused and 

injectable treatments were administered in 

the physician office setting. But after 

Medicare changed reimbursement for Part B 

drugs, many physicians began shifting their 

infusion patients to the hospital outpatient 

(HOPD) setting, or selling their practices to 

hospitals. As a result, a much larger portion of 

infusion patients are now treated in the HOPD 

setting. 
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At the same time, the increasing incidence of cancer and autoimmune diseases led many health systems to invest 

in outpatient infusion services. In particular, many have developed oncology service lines to ensure that their 

communities can access high-quality cancer care. Infusion centers—and buy and bill drugs—are a critical 

component. 
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As a result of growing patient volumes and rapid drug 

price inflation, the typical IDN now spends 

approximately half of its drug budget on infused and 

injectable drugs. Because outpatient drugs are 

separately reimbursed, they represent a large and 

growing revenue stream; however, rising drug prices 

also come with increased financial risk for the 

infusion center.
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HOPD infusion center key challenges

Source: Oncology Roundtable, “The Executive’s Guide to Infusion Center Business Strategy,” 2018, 

available at: https://www.advisory.com/research/oncology-roundtable/resources/2018/the-executives-guide-

to-infusion-center-business-strategy; Advisory Board research and analysis.

Responsibility for drug purchasing, inventory management, utilization, administration, and 

billing are typically distributed across multiple hospital departments and stakeholders. At 

the same time, financial reporting is very limited; few hospitals are able to produce a profit 

and loss statement for their infusion centers. As a result, no one has visibility into—or 

accountability for—the totality of the infusion center business.

Lack of visibility into and accountability for financial performance

Challenging revenue cycle operations

As drug prices have increased, health plans have increased their efforts to manage drug 

spending. Their tactics include increasing prior authorizations, expanding the 

documentation required to demonstrate medical necessity, and scrutinizing claims for high-

cost drugs. As a result, hospitals report increases in denials and underpayments. Yet few 

are tracking denials for outpatient drugs, appealing denials, or investigating their causes.

High operating costs

Operating costs tend to be high because infusion centers must employ highly trained 

nurses and pharmacists, maintain an inventory of high-cost drugs, and adhere to 

stringent regulatory requirements. 

Infusion center patients tend to be acutely ill or frail, and the treatments are often highly 

toxic, so complications and delays are routine; thus it is very difficult to operate the 

infusion center efficiently.

Patient complexity

As reimbursement rates have declined, private practice physicians have increasingly 

shifted unprofitable patients, including the uninsured, Medicaid, and Medicare patients 

without supplemental coverage, to hospitals for care, resulting in a less favorable payer 

mix for HOPD infusion centers.

Payer mix

Although reimbursement rates are generally favorable, most HOPD infusion centers struggle financially. In 

fact, without 340B drug pricing, the best managed HOPD infusion centers typically just break even due to 

their operational complexity and high costs. Key challenges include:

https://www.advisory.com/
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Threats to infusion center financial sustainability

Source: Oncology Roundtable, “The Executive’s Guide to Infusion Center Business Strategy,” 2018, 

available at: https://www.advisory.com/research/oncology-roundtable/resources/2018/the-executives-

guide-to-infusion-center-business-strategy; Advisory Board research and analysis.

In addition to the ongoing challenges listed on the previous page, several more recent reimbursement and policy changes 

are threatening infusion center’s financial sustainability.

Reimbursement and policy changes impacting infusion centers’ business performance

1
Rising drug prices

The total cost of oncology drugs in 

the US increased 88% from 2011 to 

2016. It is now routine for even a 

single dose of these medications to 

cost thousands of dollars. As a 

result, even a single denial or patient 

defaulting on his bill can have a 

significant impact on revenues.

2
Changes to 340B program

3

Medicare’s site 

neutrality policies

As of January 1, 2017, Medicare cut 

reimbursement for non-excepted 

HOPD sites. In 2018, non-excepted 

reimbursement rates are 40% of 

HOPPS rates. Non-excepted sites 

include new satellite facilities 

opened after November 2, 2015 as 

well as physician practices acquired 

after November 2, 2015. 

4

Medicare’s conditional packaging1

of drug administration fees

5

Commercial payers’ site-of-

care policies

Commercial payers are trying to 

combat rising drug costs by 

requiring certain patients to receive 

their injections and infusions in the 

freestanding setting. So far, they 

have targeted patients with less 

acute diagnoses, such as 

rheumatoid arthritis, but they may 

expand site-of-care policies to 

other patient populations.

6
Growth in specialty pharmacies

Starting January 1, 2018, Medicare 

cut reimbursement for Part B drugs 

purchased at 340B prices from ASP 

+ 6% to ASP-22.5%. As a result, 

infusion centers that have typically 

relied on 340B drug margins must 

now find new efficiencies and 

improvements in revenue capture. 

Starting in 2018, Medicare began 

packaging reimbursement for 

certain drug administration codes. 

While the changes have been 

relatively small to date, they are 

indicative of a larger trend and 

likely portend more packaging in 

the future.

Sales of specialty drugs2 increased 

91% from 2012-2016. As a result, 

the number of specialty 

pharmacies has skyrocketed. Use 

of specialty pharmacies to 

distribute infused and oral drugs 

cuts health systems out of drug 

reimbursement and complicates 

patient adherence and coordination 

of care. 
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HOPD infusion center business strategies

Source: Oncology Roundtable, “The Executive’s Guide to Infusion Center Business Strategy,” 2018, 

available at: https://www.advisory.com/research/oncology-roundtable/resources/2018/the-executives-

guide-to-infusion-center-business-strategy; Advisory Board research and analysis.

The most progressive IDNs are using multiple strategies to improve HOPD infusion center business performance.

Aligning drug spending and revenue accountability

Improving revenue cycle operations to ensure they capture every dollar owed

Expanding patient financial counseling

Instituting multi-stakeholder group to assess drug value and profitability

Developing a pricing strategy

As drug prices continue to rise, managing drug spending and revenues will only become 

more important for infusion centers. Progressive health systems have begun to 

consolidate oversight and accountability for outpatient drugs, including revenue cycle 

operations, under a single service line, such as pharmacy or oncology. As a result, they 

are able to capture efficiencies, increase revenue capture, and gain insight into 

outpatient drug profitability.

Progressive IDNs are investing in dedicated prior authorization (PA) staff who can 

develop expertise and experience in securing PAs for high-cost drugs. In addition, they 

are producing monthly or quarterly reports on outpatient drug denials so that staff can 

appeal denials, when appropriate, and avoid future billing errors.

Patients' out-of-pocket costs are also rising in proportion to drug prices. Best practice 

organizations are investing in dedicated financial counseling resources to help uninsured 

patients enroll in coverage, underinsured patients tap into external sources of financial 

assistance, and well-insured patients understand and plan for their out-of-pocket costs.

Increasingly, best-in-class IDNs are convening physician leaders, as well as 

representatives from revenue cycle, pharmacy, and administration, to discuss the relative 

value of new high-cost drugs. The intention is not to restrict access to these drugs, but 

rather to develop a holistic understanding of the associated patient outcomes, including 

toxicities, and the financial ramifications for the patient and health system. Ultimately, the 

goal is to increase adherence to evidence-based practice, reduce care variation, and 

when appropriate, select lower-cost therapies.

IDNs that have contracted risk for care in the infusion center or that are affected by site 

of care management policies should review their pricing strategy. The right strategy for 

any one organization depends on multiple variables including: payer mix, adoption of 

risk-based contracts, competitive landscape, and 340B status. 
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Buy and bill drugs 101: roadmap

Next up in the buy and bill drugs 101 series

1

2

3

4

Introduction

Overview of buy and bill basics

Health plan perspective

Health plans’ top priorities and strategies for 

managing buy and bill drugs

Physician practice perspective

Physician practices’ top priorities and 

strategies for managing buy and bill drugs

HOPD infusion center perspective

HOPD infusion centers’ top priorities and 

strategies for managing buy and bill drugs

5 Glossary

Buy and bill glossary of key terms
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