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Objectives

ÂTo understand how pharmacy expenses fit into 
the overall expenses of the health-system

ÂTo understand the impact pharmacy initiatives 
can have on total health-system expenses

ÂTo consider strategies for positioning pharmacy 
as a positive impact on health-system 
expenditures



Economic Background - SLH

Â20% volumes decrease over 4 year period

ÂMajor building project nearing completion

ÂNew depreciation expenses

ÂStrong economic pressure to reduce costs



Strategic Cost Reduction Teams

ÂDepartment level budget reviews undertaken

ÂThe ôusual suspectsõ

ÂManhours

ÂTravel, capital, etc 

ÂPharmacy emphasis

ÂDrug budget

ÂStaffing



Review of Pharmacy Budget

Drugs

Everything Else



Drug Budget in Context

Â Over 75% of US drug expenses occur outside of 
health-systems (hospitals and clinics) 

Â Hospitalization expenses are three times greater than all 
drug expenses

ÂAll drugs, all settings

Â Drug budget typically comprise less than 10% total 
hospital costs

Source: CMS Office of the Actuary, National Statistics Group



Progression of the Profession

ÂFour ômajor themesõ

ÂResponsibility for drug procurement, distribution, 

and control

ÂAssumed major role in patient safety

ÂAssumed major role in promoting rational drug 

therapy

ÂMission to foster optimal patient outcomes from 

medication use
ü W Zellmer, Handbook of Institutional Pharmacy Practice, Fourth Edition; pg 20



Documenting Clinical 

Interventions

ÂValue

ÂTypical focus

ÂDrug procurement and selection

ÂSafety issues

ÂRational drug therapy


