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Disease Management:
A Pharmaceutical Industry Perspective

Disease management

is carving out a place
for itself in the health
care industry, and the
pharmaceutical industry
should keep a hand on
the carving knife.
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he term “disease management” is
Tone of the most popular phrases in

the pharmaceutical industry today,
yet few people agree on its meaning. First,
the term “disease management” is a mis-
nomer. Physicians and other providers do
not manage diseases; they manage
patients. We use the term “disease man-
agement” here because it has become
accepted jargon, although “comprehen-
sive patient health management” would be
a more appropriate term.

Disease management is a methodolo-
gy designed to rectify some of the effi-
ciency and effectiveness problems in the
current delivery of health care. The disci-
pline addresses coordination and conti-
nuity of care, accountability, alignment
of incentives, and quality measurements
in an effort to streamline and otherwise
improve many aspects of health care. In
the simplest terms, disease management
is the application of business principles to
the art and science of medical practice.
The concept of disease management can
further be defined as a comprehensive,
integrated system for managing patients
across the health care continuum by using
best practices, clinical practice improve-
ment, information technology, and other
resources and tools to reduce overall costs
and improve measurable outcomes in the
quality of care.

It is noteworthy that pharmaceutical
products go unmentioned in the above
definition. Medicines are some of many
therapeutic interventions that can help
manage conditions in some patients; as
such, they are a significant but relatively
small part of overall disease management.

Dr. Robert Browne of Integrated Dis-
ease Management has described the
concept of disease management by char-
acterizing what it is not. Disease manage-

ment is not, nor should it be, a pharma-
ceutical company marketing tool or a new
form of drug promotion. In its truest
sense, disease management represents a
paradigm shift in the way payers and
providers deliver and value health care.
It is distinct from and extends beyond a
product promotion strategy. Disease man-
agement is not a physician education
seminar, a patient-compliance program,
a treatment guideline, or even a menu of
such tactics.

Further, disease management is not
capitation or risk sharing. By coordinat-
ing clinical, business, and information
systems, disease management helps to lay
the foundation upon which a financial
risk arrangement can operate. Finally,
disease management is not outcomes
research, although the terms are often
used synonymously. Outcomes research
is an important component of disease
management, but it is only one of a num-
ber of different methodologies used to
measure the clinical, economic, and
humanistic consequences of disease man-
agement interventions. This article exam-
ines the most common questions that
concern disease management and looks
ahead to the pharmaceutical industry’s
role in the promising approach.

DOING WHAT IS BEST

The spectrum of disease management
systems is unlimited. However, there are
a number of principles common to many
of the disease management systems that
leading providers are currently develop-
ing and implementing.

Disease management involves coordi-
nating care for patients across the entire
health care continuum from birth to
death. The process involves managing not
only the patient with a particular disease,



but also the healthy patient. Too often
providers focus on providing intensive
and costly services to patients with acute
episodes of disease; disease management
advocates seek a greater focus on preven-
tive, comprehensive care to improve the
health of the entire population.

To provide such care throughout the
lifespan, providers and payers must inte-
grate their health care systems. Upon
entering an integrated health care system,
all patients should undergo a full health
status assessment to determine their rela-
tive health risks. Establishing risk is
important because disease management
focuses on appropriate allocation of health
care resources based on patient profiles
and risks. The patients at greatest risk
must have their modifiable risks altered
and be monitored closely over time.

For those patients who have or develop
disease, there must be a multidisciplinary
provider team to coordinate patient care.
A physician with the necessary training
to direct overall patient care should head
the provider team. In addition, disease
management calls on “physician exten-
ders”—for instance nurses, nurse practi-
tioners, and physician assistants—to con-
duct many of the more routine services
and procedures that physicians have tra-
ditionally performed. Companies must
align financial and other incentives for
plan administrators and members of the
provider teams to focus on the overall
system objective: providing appropriate,
cost-effective care.

Companies should implement “best”
clinical practices as determined by using
process and outcomes measures. Dr. John
E. Wennberg and others have consistently
demonstrated the wide variation in clini-
cal care provided for identical disease
conditions and procedures in different
locations. Although researchers have
been able to document the variations in
care, the challenge has been to determine
the best way to provide optimal care for
specific populations of patients with cer-
tain diseases.

The primary reason for the deficiency
has been a lack of comprehensive, readily
available clinical information. In fact,
much of the outcomes data-base analy-
ses conducted to date rely heavily on
financial information from computerized
insurance claims data and not on the clin-
ical data usually found in written patient
medical records. Increasingly, computer-

ized patient records and other types of
automated health care information sys-
tems will incorporate clinical information
and draw information from disparate data-
base systems, including those focused on
hospitals, physician services, outpatient
services, diagnostic procedures, pharma-
cy, and laboratories.

By measuring and analyzing the clini-
cal processes that result in the best clini-
cal, economic, and quality-of-life out-
comes, integrated health care systems can
determine and constantly update the best
medical practices for their providers, a
process known as “clinical practice
improvement.” The effective dissemina-
tion of clinical guidelines and the imple-
mentation of best practices will be critical
to the success of health care plans, as will
provider compliance to the guidelines.
Encouraging and training patients to play
a major beneficial role in their own dis-
ease care will also be important. Integrat-
ed systems that effectively implement
such disease and health management sys-
tems will have the necessary data and
provider control to accurately manage
their risks and will gain a significant, sus-
tainable competitive advantage in a capi-
tated health care marketplace.

SUM OF ITS PARTS

Companies can use many tools and re-
sources in designing disease manage-
ment systems. What follows is a
summary of the key components catego-
rized in three ways: system design, sys-
tem implementation, and system
measurement and improvement.

First, one of the principal tools for
designing a disease management system
is “disease modeling.” Disease model-
ing requires analysis of the critical points
in a disease process, pinpointing the
areas that have the greatest impact on the
clinical, economic, and humanistic out-
comes of care. An excellent example of
disease modeling is in the management
of AIDS. As the understanding of the
disease has improved, providers have
advanced from treating AIDS as a hos-
pital-based disease to treating it as a
community-based long-term illness.

Clinical practice guidelines are anoth-
er essential design component. The
guidelines help patients and practitioners
choose the appropriate course of health
care for specific conditions.

Medical professional societies (such

as the American College of Cardiology),
government agencies (the Agency for
Health Care Policy and Research), man-
aged care organizations, and third-party
vendors are the primary developers of
clinical practice guidelines—alternately
described as “practice parameters” and
“clinical protocols.” Unfortunately, many
of the guidelines are too unspecific to
implement in many health care settings.

Second, most providers recognize that
effectively implementing disease man-
agement systems is a far greater chal-
lenge than designing them. Thus, “care
process mapping’ has become a popular
means of applying disease management.
A care map represents a project manage-
ment plan for how care should be provid-
ed in a specific setting, in contrast to
clinical guidelines that serve as a blue-
print delineating what needs to be done.
Care mapping diagrams are usually
detailed, comprehensive process charts,
and provider teams typically design
them.

Several other tools help management
take disease management from the draw-
ing board to practice. Case management
provides intensive, customized care for
unique or challenging patient conditions;
provider compliance programs increase
clinical practitioners” adherence to
guidelines, formularies, and other health
plan stipulations; and patient education
and compliance programs reinforce dis-
ease management initiatives among
those who receive care.

System measurement and improve-
ment is the third category of disease
management components. Companies
must measure all aspects of disease man-
agement programs to determine the
results of such systems in improving
overall patient care. Measures include
clinical, economic, and humanistic out-
comes; care processes or best practices;
provider profiles and plan report cards;
and analyses of cost accounting and
Tesource use.

Health care systems must deploy
extensive information systems to mea-
sure disease management’s various com-
ponents. Measuring and executing
clinical practice improvement initiatives
and other disease management tools
requires collecting, integrating, analyz-
ing, and communicating information
with reasonably sophisticated informa-
tion technology systems.



SYSTEMS IN ACTION

The classic disease management system is
the “Managed Care Chronic Illness
Model for Asthma™ program at the
National Jewish Center for Immunology
and Respiratory Medicine in Denver, Col-
orado. The National Jewish Center has
developed a comprehensive, community-
based health management program for
asthma that incorporates many fundamen-
tal disease management interventions.
The center uses an integrated, population-
based continuum-of-care approach to pro-
vide early preventive care and, where
appropriate, specialized care in an asthma
“center of excellence™ hospital.

Inpatient and outpatient multidiscipli-
nary provider teams design individual-
ized treatment plans to achieve the best
possible outcomes, even teaching patients
techniques for asthma self-management.
The National Jewish Center’s program
has demonstrated marked improvements
in patients’ quality of life, as well as sig-
nificantly reduced emergency room vis-
its, hospital visits, and hospital days.

Similarly, Group Health Cooperative
of Puget Sound, a leading staff-model
health maintenance organization (HMO),
has installed a coordinated program
called the “Diabetes Roadmap Effort.”
The initiative relies on practice teams that
use medical guidelines and care, process
mapping to deliver routine diabetes

COMPONENT APPROACH
In the component approach to managing health care, budget management assumes paramount importance. Such a
strategy creates incentives to reduce to overall pharmacy budget without regard for associated health care costs.

assessments, improved clinical manage-
ment, and comprehensive patient educa-
tion that can include group therapy
sessions. Employing a sophisticated

MCOs are looking
to suppliers, including
pharmaceutical
companies, either to
share risk or accept
full capitation in
exchange for making
their products
available to managed
care patients.

information system called the diabetes
registry, providers can identify high-risk
diabetic patients and measure the
processes and outcomes of care.

In an excellent example of teamwork
between managed care providers and

pharmaceutical companies, Group Health
is developing its diabetes disease man-
agement program with the assistance of
Eli Lilly and Boehringer Mannheim.
According to Group Health’s Michael
Hindmarsh, the two companies are sup-
porting the development of population-
based managed care products, including
patient education videos and outcomes
analyses.

PHARMA'’S ROLE

There are three major reasons why phar-
maceutical companies are involved in
disease management programs. First,
companies need to satisfy the needs of
their evolving customer base, primarily
managed care organizations (MCOs). As
MCOs become more integrated and pro-
vide complete services across the patient
care continuum, they will be competi-
tively compelled to introduce disease
management programs, The integrated
systems will increasingly focus on high-
cost, inefficiently managed chronic care
conditions, many of which can be treated
effectively by pharmaceutical products.
As a result, customers see the pharmaceu-
tical industry—an industry replete with
physician behavior modification tech-
niques, clinical and outcomes research
expertise, and financial resources—as a
valuable partner in the development of
disease management programs. Con-
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SYSTEMS APPROACH

In the disease management approach to managing health care, health care delivery systems bear greater responsibility for
the overall health of the patient than they do in a more component-driven approach.
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versely, companies concerned about the
increasing control such plans are having
over pharmaceutical usage are anxious to
form partnerships.

Besides satisfying current and future
customers, companies need to demon-
strate the cost-effectiveness of their prod-
ucts. According to the Boston Consulting
Group, the vast majority of the managed
care marketplace uses a “‘component
approach™ to manage pharmaceutical
products—as well as other health care
services and products. (See “Component
Approach.”) In the component paradigm,
the goal of most managed care plans is to
minimize expenditures in each of the
component budgets. Such a strategy cre-
ates positive incentives for a managed care
pharmacy director or a contracted phar-
macy benefit management company to
reduce the overall pharmacy budget with-
out regard to associated health care costs.

Several studies have demonstrated
flaws in the component approach to phar-
maceutical management. For example, in
a study reported in the 10 October 1991
New England Journal of Medicine,
Stephen Soumerain and Jerry Avorn

evaluated the impact of 11 months of

drug caps—a maximum of three reim-
bursed prescriptions per month—on
Medicaid patients in New Hampshire.
Although the use of pharmaceuticals fell
35 percent, the number of elderly Medi-

caid patients entering nursing homes
increased by more than 50 percent. Pre-
dictably, overall Medicaid health care
costs went up.

The component management ap-
proach fails primarily because it is
unable to recognize the intricate interre-
lationships between costs and compo-
nents. If pharmacy directors took the
component strategy to its extreme and
eliminated the use of medicines altogeth-
er, they would indeed realize significant
savings in the pharmacy budget—at an
astronomical cost in hospitalizations,
physician services, and other areas.

Finally, pharmaceutical companies
concern themselves with disease man-
agement because financial risk contin-
ues to flow downstream. Until the sixties,
patients paid for most of their own health
care expenses. In the sixties and seven-
ties, however, government and large
employers began to reimburse for health
care costs. Over time, payers asked large
insurers, such as Blue Cross/Blue Shield,
to accept the financial risk.

In the eighties, insurers increasingly
relied on MCOs to manage their costs
and risks, and the MCOs have in turn
looked to providers and contractors—
primarily physicians and hospitals—to
accept some of the risk and accept capi-
tated payments. Now, as managed care
becomes more competitive, MCOs are
looking to suppliers, including pharma-

ceutical companies, either to share risk or
accept full capitation in exchange for
making their products available to man-
aged care patients. (See “Systems
Approach.”)

The rationale for the risk-sharing strat-
egy is twofold. First, MCOs simply want
to spread their financial risk. Second,
managed care plans are increasingly held
accountable for both economic and clin-
ical outcomes. Therefore, some MCOs
expect companies to provide outcomes
guarantees based on the performance of
their products. Consequently, if compa-
nies are going to be held accountable for
the performance of their products, they
need to ensure positive clinical and eco-
nomic outcomes. For companies to pros-
per in such an arrangement, they must
coordinate many aspects of patient
care—hence the need for company-spon-
sored disease management programs.

TAKING AIM

The primary target audiences for disease
management programs will be pharma-
ceutical companies’ principal customers,
the MCOs, which currently influence or
control more than half of the distribution
and use of pharmaceutical products.
MCOs include HMOs, integrated health
care delivery systems, insurance compa-
nies, hospital management companies,
government agencies, pharmacy benefit



management companies, and long-term
care providers.

As the MCO’s primary customers,
large employers will be another major
target group. The confusion in the busi-
ness landscape was illustrated in a recent
exchange between an employee health
benefits manager of a Fortune 100 com-
pany and the company’s pharmacy ben-
efit management (PBM) firm. When the
PBM asked the company what it meant
when it said it needed disease manage-
ment programs for its employees, the
benefits manager said, “I don’t know
what it is, but we need it.” Although dis-
ease management remains unclear to
many employers, they recognize that it
has the potential to lower their health
care costs and improve the health of their
employees. MCOs are recognizing dis-
ease management’s appeal and are taking
pains to market disease management
programs to employers.

Providers will also be major audiences
for disease management programs, par-
ticularly because of their critical roles in
disease management programs. Many
clinical practitioners are initially resistant
to using clinical guidelines and other dis-
ease management tools. However, once
research demonstrates that such interven-
tions significantly improve clinical out-
comes, providers will probably support
and even lead the initiatives.

The ultimate customers of disease
management programs are patients. Once
patients have experienced the quality of
care that programs such as the National
Jewish Center’s asthma program or
Group Health’s diabetes program pro-
vide, they are unlikely to seek a return
to routine care. If disease management
programs run properly, patients will be
the main drivers of disease management
initiatives. They will bring the impetus
for developing programs to their
employers, to MCOs and, in some cases,
to the MCO’s pharmaceutical company
partners,

MARKETS AND MARKETERS

Pharmaceutical company disease man-
agement initiatives usually center on
chronic, high-cost disease states that are
predominantly treated with pharma-
cotherapy. Many such illnesses can be
better managed—>both clinically and
financially—using a disease manage-
ment approach. Current disease manage-
ment programs typically target asthma
and diabetes. Other conditions with

strong potential for disease management
include AIDS, cancer, depression and
other mental health conditions, ulcers
and gastrointestinal diseases, osteoporo-
sis, and cardiovascular diseases includ-
ing hypertension, hypercholesterolemia,
heart failure, and angina.

Generally, MCOs’ capabilities and
resources for managing such disease
states include access to patients and, to
varying degrees, health care data. Most
health plans manage a network of physi-
cians and other health care providers
who have extensive experience and
knowledge regarding patient care. Fur-
ther, the plans usually have substantial
financial and actuarial systems and
expertise.

Pharmaceutical companies offer
MCOs several advantages in the devel-
opment and implementation of disease
management programs. Foremost, com-
panies often have significant capabilities
and expertise in clinical and economic
research and development processes,

both of which are valuable skills in devel-

oping a disease management approach.
Companies also have therapeutic area
knowledge and experience in develop-
ing provider/patient education and com-
pliance programs. MCOs, which have
difficulties altering provider attitudes,
approaches, and actions, are particularly
impressed by pharmaceutical compa-
nies’ behavior modification techniques.
Finally, companies have far greater finan-
cial and personnel resources than most
MCOs, adding to their allure.

It is important to recognize that the
capabilities of both MCOs and pharma-
ceutical companies may change dramat-
ically over the next few years. Several
companies have already purchased
PBMs with their own pharmacy data
records and pharmacy intervention pro-
grams. Eli Lilly and Zeneca have both set

up separate divisions for offering disease
management programs. Other companies
committed to disease management initia-
tives are recruiting and hiring physicians,
case managers, actuaries, information
technology experts, and other specialists
to create disease management programs
of their own.

FROM BLUEPRINT TO STRUCTURE
The roles of pharmaceutical and other
health care companies will largely
depend on their respective objectives,
capabilities, and resources. Perhaps
more critical is the issue of who will own
the disease management programs.
Three different models of ownership are
offered below.

R & D model. Pharmaceutical compa-
nies will manage the development of dis-
ease management programs the same
way they manage the development of
their pharmaceutical compounds. Com-
panies develop drugs by working with a
number of expert investigators and insti-
tutions to test different attributes of the
products—efficacy, pharmacokinetics,
and toxicity, for instance—and they will
use the same method with disease man-
agement initiatives. Companies will pay
knowledgeable health care organizations
to test certain disease management com-
ponents—clinical guidelines, patient
compliance programs, or outcomes mea-
sures. The companies will then package
the component pieces and market a tested
disease management service or product.

Squatter’s rights model. MCOs that
team with pharmaceutical companies to
develop components of disease manage-
ment systems will claim proprietary
rights to use the system only in their plan.
MCOs may also commercialize the pro-
gram themselves because it was devel-
oped within their system.

Joint venture model. Early on, shared
systems or components of disease man-
agement systems will be the most com-
mon ownership scenario. For example, a
jointly developed provider compliance
program will stipulate that pharmaceuti-
cal companies only distribute the pro-
gram to noncompetitors of the MCO that
helped in its development. Alternatively,
the company could sell a jointly devel-
oped clinical software program and pro-
vide a licensing fee to the MCO.

FRAMING THE FINANCES

As disease management programs
evolve, companies will have a myriad of
financial options depending on the exact



nature of the program. Three such pos-
sibilities are

Value-added option—"offering.” The
most basic of disease management initia-
tives will be those that pharmaceutical
companies offer as “value-added” pro-
grams, perhaps consisting of clinical
guidelines, medical education programs,
and patient compliance programs. The
programs will be offered free to enhance
customer relationships, or as part of a
pharmaceutical contract incentive.

Consulting service—“carve-in.” Phar-
maceutical companies provide a disease
management consulting service for
which they are compensated through
either standard consulting fees or risk
sharing. Other creative contracting
arrangements are also possible. The var-
ious options are a “carve-in” because
the MCO that uses a company for con-
sulting retains financial and other con-
trol of the care providers. Eli Lilly’s
Integrated Disease Management divi-
sion currently offers such a service to
some of its customers.

Provider services—“carve-out.” At the
other extreme of financial relationships,
some companies or their subsidiaries will
become care providers for some “carved-
out” disease conditions. Such providers
will be reimbursed much as managed
care providers are today, through capita-
tion and other risk-sharing arrangements.
Some companies may develop carved-
out expertise internally; others will move
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more quickly by acquiring the skills
externally. Zeneca’s recent purchase of
Salick Health Care, a provider of capi-
tated oncology services, is an example
of the latter.

TAILORED FOR PHARMA

MCOs and other health care organiza-
tions—including Group Health Coop-
erative of Puget Sound, Intermountain
Health Systems, Kaiser Permanente,
Lovelace Health Systems, and the
Mayo Clinic—have demonstrated that
disease management initiatives can be
effective. In particular, two major char-
acteristics of successful disease manage-
ment organizations are significant inte-
gration of health care delivery providers
and of information systems. Despite the
success of disease management pro-
grams, there are many challenges and
obstacles health care organizations must
address to successfully establish disease
management systems of their own. The
challenges are particularly daunting for
nonprovider organizations such as phar-
maceutical companies.

Companies first must demonstrate to
health care organizations and providers
that their programs are more than sim-
ply new promotional programs, they are
true collaborative clinical initiatives.
Companies must be aware of what the
MCOs want to provide—cost-effective,
high-quality care. Second, companies
must develop clinical and managerial
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expertise and provide the necessary
financial and personnel resources to
establish effective disease management
programs. Finally, companies will have
to document with various outcomes mea-
sures and other objective techniques that
their disease management systems add
real value to the ongoing patient care
efforts of their managed care customers.

Regardless of who develops and
implements disease management sys-
tems, it is clear that the concept of disease
management is one that will ultimately
alter the delivery of health care. Instead of
an uncoordinated, patient-based, acute
care—focused, and unaccountable compo-
nent-management approach, companies
can help remake health care as an inte-
grated, population-based, prevention-
oriented, measurable, continuous care
system.

No one should underestimate the com-
plexity, cost, or time required to deploy
disease management systems, but the
ultimate outcome of the paradigm shift
will be more cost-effective, high-quality
care for the benefit of patients, providers,
and payers. And, although the move
toward disease management will be diffi-
cult, pharmaceutical companies are
uniquely suited to help—with their
wealth of products, R&D capabilities,
therapeutic area knowledge, educational
programs, and human and financial
resources—and can play an integral part
if they so choose. |



