.(é Uniwversity at Buffalo The State University of New York

Forecasting and Managing Medication Expenditures
2010 Update

Fred Doloresco, PharmD, MS

Clinical Assistant Professor
University at Buffalo School of Pharmacy and Pharmaceutical Sciences

Research Assistant Professor HS - School of Public Health and Health
Professions


mailto:frediii@buffalo.edu

.(é Uniwversity at Buffalo The State University of New York

Overview

Discuss trends in US health care and pharmaceutical
expenditures

Outline drivers of pharmaceutical expenditures and discuss
the 2010 forecast of pharmaceutical expenditures

Discuss financial management tactics to respond to future
cost containment pressure
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Total Healthcare and Drug Expenditures
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Accessed 6/22/10.


http://www.cms.gov/NationalHealthExpendData/downloads/tables.pdf
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Per Capita Expenditures
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Per Capita Drug Expenditures

Per Capita Healthcare Expenditures
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Data source: NHE Web Tables available at:



http://www.cms.gov/NationalHealthExpendData/downloads/tables.pdf
http://www.cms.hhs.gov/NationalHealthExpendData/Downloads/proj2009.pdf
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Projections i 2009 and Beyond

2009 NHE projection of $2.5 trillion
A 5.7% increase
A Overall economy projection i decrease 1.1%

Drivers

A H1N1 vaccine
A Affect on other healthcare utilization

NHE expected to have grown to 17.3% of GDP
A Increase from 16.2% would be largest growth in history

Source: NHE Web Tables available at:
Accessed 6/22/10.


http://www.cms.hhs.gov/NationalHealthExpendData/Downloads/proj2009.pdf
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Annual Drug Expenditures as a Proportion of

Total Healthcare Expenditures
Drug Expenditures as a Percent of Total HCE
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Data source: NHE Web Tables available at:
Accessed 6/22/10.



http://www.cms.gov/NationalHealthExpendData/downloads/tables.pdf
http://www.cms.hhs.gov/NationalHealthExpendData/Downloads/proj2009.pdf
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Pharmaceutical Expenditures and Growth

EXHIBIT 1
ize And Growth Of The U.S. Retail Pharmaceutical Market, 1997-2007

Billions of dollars in sales Percent change
25

OURCE: IMS Health, National Sales Perspectives, December 2007 (sales deflated by implicit gross domestic product deflator,

$2000).
INOTES: Dollar figures (bars) relate to the left-hand y axis. Percent change (line) relates to the right-hand y axis.

Year 1970 | 1980 | 1990 2000 2004 2005 2006 2007 2008
Drug Expenditures, Billions $ S e o= =2 = = O =0 P == 8 B 8= =5 OO = =S /== =522 B B =52 R
Growth, % (vs previous period) 7.5% | 8.2% | 12.8% | 11.6% | 11.9% 5.8% 8.7% 4.5% 3.2%

Figure from Aitken et al. Health Affairs 2009;28:w151-160w. Data from IMS.

Table adapted from Hartman et al. Health Affairs 2009;28:246-261. Data from CMS. 3
Slide from Vermeulen, LC. Used with permission. Updated by Doloresco with 2008 data from CMS.

2009 data is a projection from CMS available at http://www.cms.hhs.gov/NationalHealthExpendData/Downloads/proj2009.pdf Accessed

6/22/10.
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Growth in Pharmaceutical Expenditures
by Channel
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Hoffman JM, Doloresco F, Vermeulen LC, et al. Projecting future drug expenditures - 2010. Am J Health-Syst Pharm.

2010;67:919-928. Data from IMS.
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Hospital versus Clinic Expenditures

Prescription Drug Expenditures
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Top 10 Drug Classes in Hospitals

Percent Percent Change
i 2008 Total 2009 Sept
Medicine @ Thousands) Change © Thouganp ds) YTD 2009 Versus Percent of
Versus 2007 2008 YTD Total

Antineoplastic Agents 3,344,742 5.0% 2,758,485 10.3% 13.3%

Hemostatic Modifiers 3,459,980 2,732,285 13.1%

Antifectives, Systemic 3,188,506 11.5%
. , ’ 5

4.3%
3.9%
Respiratory Therapy 3.8%
3.4%
20,803.931 3.0% 100.0%

YTD - year to date (September 2009)

Blood Growth Factors 2,196,040 1,546,527 7.4%
Hospital Solutions 1,697,024 17.5% 1,351,909 6.5%

Diagostic Aids 1,451,388 1,084,089 5.2%

- . 11
Hoffman JM, Doloresco F, Vermeulen LC, et al. Projecting future drug expenditures - 2010. Am J Health-Syst Pharm.
2010;67:919-928. Data from IMS.
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0@ Jruo OSPIlS
Percent
2008 Total Change 2009 Sept Change Percent of

Medicine ($ Thousands) Versus 2007 ($ Thousands) YTD YTD Total

Enoxaparin (Lovenox) 1,115,979 9.4% 840,455 -0.9% 4.0%
Immune Globulin* 868,810 14.4% 674,707 2.4% 3.2%
Pipercillin/tazobactam (Zosyn) 678,525 23.5% 571,547 15.0% 2.7%
Infliximab (Remicade) 671,797 8.0% 531,921 6.0% 2.6%
Pegfilgrastim (Neulasta) 635,062 3.0% 481,731 2.2% 2.3%
Rituximab (Rituxan) 576,946 9.9% 467,003 9.2% 2.2%
Bevacizumab (Avastin) 435,759 12.5% 405,427 26.5% 1.9%
Epoetin Alfa (Procrit, Epogen) 589,008 -16.2% 393,100 -14.1% 1.9%
Darbepoetin alfa (Aranesp) 467,769 -23.9% 273,021 -23.6% 1.3%
Linezolid (Zyvox) 360,641 18.6% 266,558 -2.2% 1.3%
Filgrastim (Neupogen) 348,971 1.5% 254,884 -3.0% 1.2%
Bivalirudin (Angiomax) 290,188 14.1% 244,098 13.5% 1.2%
lohexol (Omnipaque) 346,611 -6.2% 241,254 -4.2% 1.2%
lodixanol (Visipaque) 310,442 -3.2% 227,528 -3.7% 1.1%
Daptomycin (Cubicin) 229,469 39.4% 213,844 30.3% 1.0%
All Others 18,989,600"IP 0.9% 14,716,853 3.2% 70.7%
Total Hospital Expenditures 26,915,577 2.1% 20,803,931 3.0% 100.0%

*Immune Globulin: Baygam, Carimune NF, Flebogamma, Flebogamma DIF, Gamastan S/D, Gamimune N, Gammagard Liquid,
Gammagard S.D., Gammar-P-1V, Gamunex, Panglobulin, Panglobulin NF, Polygam S/D, Vivaglobin
YTD - year to date (September 2009)

L : 12
Hoffman JM, Doloresco F, Vermeulen LC, et al. Projecting future drug expenditures - 2010. Am J Health-Syst Pharm.
2010;67:919-928. Data from IMS.
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Top 15 Drugs in Clinics

Medicine

2008 Total
($ Thousands)

Percent
Change

Versus 2007

2009 Sept
($ Thousands)

Percent of
YTD Total

Epoetin Alfa (Procrit, Epogen)

3,466,655

-6.5%

2,732,309

10.5%

Bevacizumab (Avastin)

2,009,474

17.1%

1,763,761

6.8%

Infliximab (Remicade)

1,972,932

7.6%

1,633,940

6.3%

Pegfilgrastim (Neulasta)

2,135,594

1.7%

1,573,933

6.1%

Rituximab (Rituxan)

1,768,036

9.9%

1,427,852

5.5%

Trastuzumab ( Herceptin)

1,083,281

7.0%

863,132

3.3%

Oxilaplatin (Eloxatin)

1,061,772

5.1%

712,924

2.7%

Docetaxel (Taxotere)

874,282

14.3%

712,005

2.7%

Ranibizumab (Lucentis)

776,932

5.4%

707,375

2.7%

Darbepoetin alfa (Aranesp)

1,359,699

-34.8%

655,745

2.5%

Varicella Vaccine (Varivax)

730,439

6.1%

615,092

2.4%

Zoledronic Acid (Zometa, Reclast)

622,961

18.7%

567,476

2.2%

Pemetrexed (Alimta)

436,434

24.5%

465,536

1.8%

Gemcitabine (Gemzar)

550,298

7.9%

434,122

1.7%

Paricalcitol (Zemplar)

539,082

20.9%

419,408

1.6%

All Others

13,590,159

0.2%

10,698,881

41.2%

Total Clinic Expenditures

32,978,030

1.0%

25,983,491

100.0%

YTD - year to date (September 2009)

L , 13
Hoffman JM, Doloresco F, Vermeulen LC, et al. Projecting future drug expenditures - 2010. Am J Health-Syst Pharm.
2010;67:919-928. Data from IMS.
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Factors Driving Pharmaceutical
Expenditure Growth

Price
Utilization

A Per capita utilization of prescription drugs
AMIi x0 and new technol ogy

A Some innovative products used to treat previously untreated
disease; true innovation

AMany marginally improved, fime t
preference over older agents for various (sometimes irrational)
reasons

A Increasing intensity of drug therapy; add-on therapies vs
replacements (triple drug tx vs single drug tx)

14
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Explanations for Recent Deceleration in Growth (1)

Increase in generic drug availability and utilization

Shift in co-pay differentials; gap widening
A 2000: $7 generics, $13 preferred, $17 non-preferred
A 2005: $10 generics, $22 preferred, $35 non-preferred
A 2008: $6 generics, $29 preferred, $40 non-preferred

EXHIBIT 4
Brand-Name And Generic Drugs’ Share Of Total Retail Dispensed Prescription Drugs,
1998-2007

Percent of all prescriptions Unbranded generics
H Brands

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

OURCE: IMS Health, National Prescription Audit, December 2007.

15
Figure from Aitken et al. Health Affairs 2009;28:w151-160w. Data from IMS.
Kaiser/HRET Survey of Employer-Sponsored Health Benefits: 2000-2005.
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Explanations for Recent Deceleration in Growth (2

Diminished innovation
Reduction in number of blockbuster drug products approved by FDA

Recently, lower spend on individual blockbusters and fewer drugs achieving
Abl ockbustero status

EXHIBIT 2
Number Of Blockbuster Drugs, 1996-2007

1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

OURCE: IMS Health, Market Insights Analysis, December 2007.
INOTE: Blockbuster drugs are those exceeding $1 billion in sales per year in 2000 dollars.

16
Figure from Aitken et al. Health Affairs 2009;28:w151-160w. Data from IMS.
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Explanations for Recent Deceleration in Growth (3)

Ongoing impact of prescription to OTC status
ANon-sedating antihistamines
Aroton pump inhibitors

Consumer safety concerns
Ancrease in number and significa
Aveta analyses demonstrating safety concerns (e.g., rosiglitazone)
AContinued increase in number of market withdrawals

Impact of overall economic downturn on commercial side
Ancrease in unemployment

A-or those employed, decrease in generosity of insurance (higher out-
of-pocket expenses)

17
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Deceleration of Growth?

Size And Growth Of The U.S. Primary Care-Driven And Specialist-Driven Prescribing
Markets, 1997-2007

Billions of dollars B Spending, primary care—driven
250 [] Seending, specialist-driven

Percent change

40
Growth, specialist-driven
Growth, primary care—driven
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SOURCE: IMS Health, National Sales Perspectives, December 2007 (sales deflated by implicit gross domestic product deflator,
$2000).

NOTES: Dollar figures (bars) relate to the left-hand y axis. Percent change (lines) relates to the right-hand y axis.
Growth in specialist care outpaces generalists
AClinic/orphan drugs

Projected increase by up to 5.2% in 2009

Figure from Aitken et al. Health Affairs 2009;28:w151-160w. Data from IMS.
http://www.cms.hhs.gov/NationalHealthExpendData/Downloads/proj2009.pdf Accessed 6/22/10
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Trend Reversal?

Increase in total HCE of 5.7%
Increase in HCE (in % GDP) greatest ever

Increase in drug expenditures
A Projection by CMS A 5.2%
A 3.2% in 2008

A Through September® A 4.5%
A 1.8% in 2008

L : 19
*Hoffman JM, Doloresco F, Vermeulen LC, et al. Projecting future drug expenditures - 2010. Am J Health-Syst Pharm.
2010;67:919-928. Data from IMS.
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Summary of Factors Potentially Affecting
Future Growth ()

Continued growth of generic products with substantial products coming

Ongoing slowing of innovation with fewer market entries as weak economy
has reduced R&D investments

Continued impact of economic downturn on employment, etc. (potentially
affected by HC reform or incremental changes in publicly funded programs)

ARebound utilization?
AWill passage of HC reform affect utilization before implementation?

Continued impact of demographic changes

20
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Summary of Factors Potentially Affecting
Future Growth (2)

Comparative effectiveness research

AShould improve value
A More effective medications
A Less expensive, equally effective medications

Additional reform 7 biosimilars and/or orphan drugs?

21
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Comparative Effectiveness

Likely to ease standardization

A Improve cost negotiation
(market-share driven)

Negative price impact?

I'T

Data availability/analysis
1. Decision support

Reporting
Standard order sets
Evidence-based QI

Masica AL and Ballard DJ. The protean role of health care delivery organizations in comparative effectiveness research.
Mayo Clin Proc. 2009;84:1062-4.



