




QUESTION QUESTION ––
Expensive New Pharmaceuticals…Expensive New Pharmaceuticals…

Increase total health care costsIncrease total health care costs

Decrease total health care costsDecrease total health care costs

It depends on the type of drugIt depends on the type of drug

It depends on the budget periodIt depends on the budget period







The theory of managed care put into practice 
equals higher drug costs

Preventive medicine generates prescriptions
for people with asymptomatic conditions

Better disease management (e.g., compliance)
generates more initial and refill scripts

The prototype HMO (Kaiser) included 
liberalized drug and first-dollar coverage





Average 
HMO Membership

Average Average 
HMO MembershipHMO Membership

Average 
US Employment

Average Average 
US EmploymentUS Employment

Average 
Life Expectancy

Average Average 
Life ExpectancyLife Expectancy

Years Years Years

Whose (Covered) Life Is It Anyway?Whose (Covered) Life Is It Anyway?











InfantsInfants

Vaccine CostVaccine Cost

Pneumonia IncidencePneumonia Incidence

Pneumonia CostsPneumonia Costs

Total CostsTotal Costs

19,00019,000

$950,000$950,000

11

$5,200$5,200

$955,200$955,200

Immunized

19,00019,000

--

3939

$202,800$202,800

$202,800$202,800

Placebo

Source:  Kaiser Family Foundation, 1999



Is the drug in questionIs the drug in question

An expensive bargain in the short run?An expensive bargain in the short run?

An expensive bargain in the long run?An expensive bargain in the long run?

No bargain, but important clinically?No bargain, but important clinically?

Blue Corn Flakes?Blue Corn Flakes?



Promotional partnerships with employers on
“slow pays” and “diffuse pays”

Risk partnerships with health plans on “fast pays”

Rivet product positioning and marketing mix
to product’s value proposition

Pharma Responses to the

Emerging Economic Order


