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QUESTION -
Expensive New Pharmaceuticals...

Increase total health care costs

Decrease total health care costs

It depends on the type of drug

It depends on the budget period
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Centers Offer Medical Imaging
To Target Consumers Directly

By RHONDA L. RUNDLE
Staff Reporter of THE WALL STREET J OURHAL

SCOTTEDALE, Ariz. - "The full hody health scan iz the best way to show you care for
thoze youlove," say advertisements for AmeriScan, a retail medical imaging center at the
Scottedale Fashion Sguatre shopping mall here.

The store, nestled next door to Heiman Marcus, is the brainchild of Craig Bittner, a 34
yeat-old radiologist who has dreams of opening imaging centers in malls across the
country. Patients pay $960 for a et of scans designed to detect early signs of coronary
attety disease or cancers of the lung, colon or Kdney. They leave with a written report
atd a compact disc featuring a colotful tour of the inside of theit body,

Dy, Bittrier is oe of the many entrepreneurs cashing in on the body-imaging boom
spurted by consumers' argeoning appetite for preventive health-care services. While
imaging systems -- which cost between §1 million and §1.5 million -- have typically been
purchased by hospitals and medical centers, recently there has heen a surge of
compaties targeting consumers directly.

HealthScreen AmericaIne, afour
yeat-old private company, opened its
first retadl center 13 months ago in its
hometowt of Tacksonille, Fla., and
hopes to raise $30 million and go
public over the next several years, &
fiew cetiter is set to open in Atlanta
by the end of this yveat, with openings
i Boston, Philadelphia, South Flotida
atud London sometime next ywear In
Southern Californda alone, halfa
dozen centers with different owners
ate competing for patients over the
radio aitwaves ity ads that typically
feature patients' stories.




B Higher drug costs for a well-managed disease
mean lower aggregate medical costs

@ Reduced/eliminated hospital stays
@ Averted or delayed surgeries

F Fewer ER visits




Just What the HMO Ordered

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






Whose (Covered) Life Is It Anyway?
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Internet Opens Up Whole New World
Of lliness For Local Hypochondriac

MWMEEIDEM, CT--41 her life, Tanet Hartley has suffered from a host of il-defined
wiruses and ihexplicable aches and pains, diaghosing herself with everything from diabetes
to cancer. But ever since discovenng such online medical resources as WebIiD,
dtkoop com, and Yahoo! Health, the 41-vear-old hypochondriac has had a whole new
wotld of imaginary dlnesses opened up to her,

“The Internet has really revolutionized my ability to keep on top of iy medical
problems," sad Hartley, speakung from her bed. "For mstance, T used to think my
headaches were just really bad migraines. But then last week, while searching It Sina
Hospital's online medical database, I learned about something much more serious called
Above: Janet Hartley learms more  orania] AV, or arteriovascular malformation, which, aleng with headache pain, may alse
about her suspected case of ; G : . ] ) ; :
arteriovascular malformation on result in dizziness, loss of concentration, and inpaired wision. [ immediately thought to

fohoo:Health myself, Hey, that's exactly what happens to me.

In addition to regulatly surfing vanious general medical-reference sites, Hartley tnalces frequent use of tnedical-schoal

research sites, drug-company FAQs, and bulletin-board services for termmunally il patients i her ongomng quest to self-diagnose
her hypothetical maladies.

Mo more thumbing through the two-wvolume Physictan's Desk Eeference, a repetibive motion which led to my carpal tunnel
syndrome," said Hartley, her wrists wrapped i ointment-soaked Ace bandages. "Tt felt great when I could finally throw that
old thing cut. Except I thunk I shipped a disc m my back tossmg it m the trash can.”

Ewvery day, prowvided she feels up to it, Hartley logs onto the Internet from her home. She also frecquently logs on from
worle

"Something in my office just 1sn't nght," Hartley satd. "I always feel fatigued there, and for a long time, I suspected that the
fluerescent lights were leaching the witaming from my system. But according to a bunch of web sites T checked, that's unlikely.
Then I theught maybe it was asbestos in the walls, but supposedly, there 15n't any. So I spend sotne tine on the Internet every
day trying to Hgure out what exactly it might be."



Expensive Drugs are the Price of
Medical & Social Progress

® Renewed increases in life expectancy in general

o Radical increases in life expectancy
for "dread" diseases

® Improving health status for the elderly

e Improving quality of life measures
for the chronically ill
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Who Pays the Price of Progress?

@ Public health versus private sector interests

@ Fixed premium dollar = "zero-sum" game

@® How much is too much for health care?

@ Tiering as strategy to rationalize drug consumers



Immunized Placebo

|nfants 19,000 19,000
Vaccine Cost $950,000 -

Pneumonia Incidence 1 39
Pneumonia Costs $5,200 | | $202,800
Total Costs $955,200 | | $202,800

Source . Kaiser Family Foundation, 1999



Is the drug In question

__An expensive bargain in the short run?

— An expensive bargain in the long run?

__ No bargain, but important clinically?

— Blue Corn Flakes?



Pharma Responses to the

Emerging Economic Order

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

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

Risk partnerships with health plans on “fast pays”




