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Su rvey Sh ows 
O n e - Th i rd of Am e ri ca n s
USE ANTIBIOT I C S
I N A P P RO P R I AT E LY

A survey co n d u cted by Ha rris Inte ra ct i ve has
revealed that one out of three Am e ri cans mistake n-
ly be l i eves antibiotics are effe ct i ve in tre ating viru s e s
such as cold and flu and takes these drugs to fight
these viru s e s. The survey findings we re released by
the Council for Affordable Quality Healthcare
( CAQ H ) , a not-fo r - p rofit alliance of healthca re plans
and netwo rk s.

Traditionally kn own to be powe rful medicat i o n s
in reducing illness and death from infe ctious bacte-
rial diseases, a ntibiotics still kill bacte ria that ca u s e
i n fe ction in most ca s e s. But many bacte ria are now
f i g hting off antibiotics that once wo rked well against
t h e m , m a king them harder for physicians to t re at.

Consumers demanding antibiotic tre at m e nt fo r
v i ru s e s, and physicians yielding to this demand, h ave
led to the ove r - p re s c ribing of these dru g s. Ac co rd i n g
to the Ce nters for Disease Co nt rol and Preve nt i o n ,
m o re than 50% of all antibiotics pre s c ri bed are
u n n e ce s s a ry and can do more harm than good.

To help curb the inappro p ri ate use of ant i b i o t i c s
and raise awa reness of antibiotic re s i s t a n ce,

CAQ H , in partnership with the CDC, is launch-
ing an education initiat i ve called Save Ant i b i-
otic St rength (SAS). San Di e g o, Ca l i f. - a re a
CAQH members We l l Po i nt, Health Ne t, a n d
Aetna are part i c i p ating in the SAS ca m p a i g n

by providing San Diego healthca re prov i d e r s
with the tools they need to educate co n-
sumers about using antibiotics wisely.

“Antibiotic re s i s t a n ce is a much more sig-
n i f i ca nt problem than most people re a l i ze,”

s ays Jeff Ka m i l ,M . D. , co rpo rate medical dire c-
tor of We l l Po i nt and co-chair of the SAS Initiat i ve

in San Di e g o.“With many serious bacte rial infe c-
tions in the Un i ted St ates and abroad deve l o p i n g
re s i s t a n ce, i t’s crucial that we take action now.”

The SAS campaign fe at u res a va ri e ty of educa-
tional mate rials and co m m u n i ty outreach prog ra m s
promoting appropriate antibiotic use among
h e a l t h ca re providers and pat i e nt s. The ca m p a i g n
also fe at u res a physician tool kit with a “p re s c ri p t i o n”
pad for pat i e nts with symptoms of viral infe ct i o n s.
The “p re s c ri p t i o n ,” a c companied by the tool ki t’s
p at i e nt Q&A handouts and physician tre at m e nt
guidelines for common bacte rial (strep thro at) and
v i ral (common cold) infe ct i o n s, a rms physicians with
the means to effe ct i vely co m m u n i cate the rat i o n a l e
of their diagnosis and tre at m e nt to the pat i e nt.

Local health plans also are wo rking with the Ca l-
i fo rnia Me d i cal As s oc i ation Fo u n d at i o n’s Al l i a n ce
Working for Antibiotic Resistance Education
( AWARE) pro j e ct to spread the wo rd about ant i b i o t-
ic re s i s t a n ce to co n s u m e r s.The partnership includes
a co l l a bo ration on a spe a ke r’s bure a u, which will
m a ke medical ex pe rts available to the co m m u n i ty.

Re po rt Examines 
Causes and Solutions 
to U . S . H E A LT H CA R E
C R I S I S

A joint publication released by De l o i t te & To u c h e
LLP and the UCLA Anderson Fo re cast ex a m i n e s
w h at is driving the seemingly limitless rise in health-
ca re co s t s, and what are the solutions. The re po rt,
Fo re ca s t :Wh at Eve ry Business Needs to Kn ow Abo u t
the Cu rre nt Health Ca re Cri s i s, s u m m a ri zes the anal-
yses shared by to p - l evel exe c u t i ve s, po l i cy make r s,
and economists during a one-day Anderson Fo re-
cast co n fe re n ce on healthca re.

Co n fe re n ce at tendees agreed that esca l at i n g
costs are a major dri ver in the rising health insura n ce
p remiums paid by employers and this trend is hurt-
ing the bo t tom line. Panelists addressed a range of

f a ctors that are coalescing to feed the upsurge in
tod ay’s healthca re co s t s, including new te c h n o l ogy,
consumer ex pe ct at i o n s, the diminished role of man-
aged ca re, l e g i s l at i o n , the aging U.S. po p u l at i o n ,h o s-
pital co n s o l i d at i o n ,and the high pri ce of pre s c ri p t i o n
m e d i c i n e s.

“ He a l t h ca re costs are now rising at a rate co n s i d-
e rably higher than that of inflat i o n ,”s ays Steve Bu rri l l ,
p a rtner in charge of the Health Ca re Pra ct i ce for the
Pacific So u t h west region of De l o i t te & To u c h e. “As
this rate of increase cannot be sustained, the need
for log i cal solutions to this crisis is impe rat i ve.”

Some of the tact i c s, s t rate g i e s, and solutions to
the healthca re crisis outlined by the co n fe re n ce pre-
s e nters include tiering pricing strate g i e s, cost shift-
i n g, i d e nt i f i cation of short - te rm efficiencies, n ew
health securi ty mod e l s, m odifying consumer ex pe c-
t at i o n s,and even a co m p l e te ove rhaul of the nat i o n’s
h e a l t h ca re sys te m .

Re po rt Inve s t i g ates 
the COST OF
D EV E LOPING A DRU G

A re po rt titled, From Inception to Ingestion: Th e
Cost of Cre ating New Dru g s, f rom co n s e rvat i ve think
tank the Institute for Po l i cy Innovat i o n ,i nve s t i g ate s
the question of how many millions of dollars are
re q u i red to develop a dru g.

O N E - T H I R D of Am e ri cans has sto p ped taki n g
an antibiotic be fo re finishing the full amount
p re s c ri be d. Not finishing a pre s c ri be d
t re at m e nt of antibiotics co nt ri b u tes to the
d eve l o p m e nt of re s i s t a nt bacte ri a .
6 4 % of those who did not finish their
m e d i cation said that they sto p ped taking it
be cause they we re feeling be t te r.
4 4 % of those who did not finish their
m e d i cation said that they save the leftove r
m e d i cation for the next time they are ill.
So u rce : Ha rris Inte ra ct i ve 

S U RV EY FINDINGS ON ANTIBIOTIC USE

HEIGHTENED CONSUMER DEMAND. Wi t h
the adve nt of the Inte rn e t, consumers have
be come more educated about their health-
ca re options.Th ey wa nt unlimited be n e f i t s,
a c cess to new medical tre at m e nt s, b ra n d -
name dru g s, and less re s t ri ct i ve netwo rks —
and they wa nt it at an affo rdable pre m i u m .
N EW T E C H N O LO G Y. Although medical te c h-
n o l ogies have improve d, m a ny have be co m e
m o re ex pe n s i ve. One source estimates that
n ew te c h n o l ogy co nt ri b u tes up to a third of
the annual increase in healthca re co s t s
t h roughout the U.S.
H O S P I TAL CO N S O L I D AT I O N . Due to a wave
of co n s o l i d at i o n , the share of admissions co n-
t rolled by the largest hospitals has grow n
d ra m at i ca l l y.While co nve ntional wisdom
a s s e rts that economies of scale yield re d u ce d
co s t s, t h at benefit has not yet been re a l i zed in
most co n s o l i d ating marke t s.
INCREASE IN PHARMAC E U T I CAL PRO D U C T
U S AG E. Ma ny Am e ri cans be l i eve there is a pill
for eve ry t h i n g, and they wa nt full acce s s. Bo t h
p hysicians and pat i e nts are using more pre-
s c riptions at higher pri ces than ever be fo re.
So u rce : De l o i t te & Touche and UCLA 
Anderson Fo re ca s t

FAC TORS ATT R I BUTED TO 
RISING HEALT H CARE CO S TS :

PHARMA TRAX
SALES, MARKETING,
AND R&D TRENDS AFFECTING
THE HEALTHCARE INDUSTRY 
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“The pharm a ce u t i-
cal industry cites stud-
ies that suggest it co s t s
m o re than $800 mil-
lion to approve a new
d ru g, while other org a-

n i z at i o n s, such as Ralph Na d e r’s Public Ci t i ze n ,c l a i m
the cost is roughly $110 million,” says Merrill
Mat t h ews, Ph . D. , a visiting scholar with the Institute
for Po l i cy Innovation and author of the study.

“ But there is a way to re s o l ve the discre p a n cy,”h e
s ays. “ By dividing the re s e a rch and deve l o p m e nt
costs by the number of drugs approved in a give n
ye a r, we get a rough but accurate pict u re over time
of the money it takes to move a drug from ince p t i o n
to ingestion.”

For ex a m p l e, re s e a rch-based pharm a ce u t i ca l
companies spe nt about $26 billion on re s e a rch and
d eve l o p m e nt in 2000, and 27 drugs we re approve d.
Th u s, it cost about $964 million per drug approve d
in 2000.

While the author notes that this approach is not

as scient i f i cally ri g o rous as other method s, it still pro-
vides a re l at i vely accurate estimate when co n s i d e re d
over time.

He also po i nts out that the pharm a ce u t i ca l
i n d u s t ry pours billions of dollars annually into new,
i n n ovat i ve dru g s. New dru g s, h oweve r, f a ce numer-
ous hurdles that can dri ve up co s t s.

Dr. Mat t h ews notes that if pharm a ce u t i cal co m-
panies spe nt $110 million to get a new dru g

a p p roved in 2000, as claimed by Public Ci t i ze n ,
including failed dru g s, but spe nt $26 billion on
re s e a rch and deve l o p m e nt, then 236 new dru g s
should have been approved that ye a r.

The number of new, a p p roved dru g s, h oweve r,
has remained re l at i vely stable during re ce nt ye a r s,
he adds.

St u dy Finds Ph a rm a
Companies Ta rg e t
Ph a rm a cy Providers and
Co n s u l t a nts to 
LONG-TERM CA R E
M A R K E T

According to a Verispan report, pharmacy
p rov i d e r s / co n s u l t a nts see the most pharm a ce u t i ca l
re p re s e nt at i ves in long-te rm ca re facilities.

The re po rt,Seniors and the Lo n g - Te rm Ca re Ma r-
ke t, has found that medical dire ctors pre fer to see
re p re s e nt at i ves in their pri vate pra ct i ce.

Almost 60% of the medical dire ctors re po rte d
details in their pri vate pra ct i ce are tailored to their
e l d e rly po p u l at i o n ; 53% re po rted these visits influ-
e n ce their pre s c ription decisions at the long-te rm

“Drug industry critics
constantly complain that
pharmaceutical manufacturers
overstate the costs of creating
a new drug, but this paper
makes it clear that companies
are spending roughly $900
million to get one new drug
approved,” says 
Merrill Matthews, Ph.D.

THE COST OF CREATING A NEW DRU G

R&D No. Ap p rove d Co s t / Ap p rove d
Ye a r ( b i l l i o n s ) in Ye a r Drug (millions)

2 0 0 0 $ 2 6 . 0 2 7 $ 9 6 4 . 1
1 9 9 9 $ 2 2 . 7 3 5 $ 6 4 9 . 1
1 9 9 8 $ 2 1 . 1 3 0 $ 7 0 2 . 0
1 9 9 7 $ 1 9 . 0 3 9 $ 4 8 7 . 4
1 9 9 6 $ 1 6 . 9 5 3 $ 3 1 9 . 0
1 9 9 5 $ 1 5 . 2 2 8 $ 5 4 3 . 1
1 9 9 4 $ 1 3 . 4 2 2 $ 6 1 1 . 3
1 9 9 3 $ 1 2 . 7 2 5 $ 5 0 9 . 6
1 9 9 2 $ 1 1 . 5 2 6 $ 4 4 1 . 1
1 9 9 1 $ 9 . 7 3 0 $ 3 2 3 . 5
1 9 9 0 $ 8 . 4 2 3 $ 3 6 6 . 1
1 9 8 9 $ 7 . 3 2 3 $ 3 1 8 . 7
1 9 8 8 $ 6 . 5 2 0 $ 3 2 6 . 9
1 9 8 7 $ 5 . 5 2 1 $ 2 6 2 . 0

So u rce :Ph a rm a ce u t i cal Re s e a rch and Ma n u f a ct u rers of Am e ri ca
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ca re facility. Ve ri s p a n’s study found that other long-
te rm ca re personnel do not see pharm a ce u t i ca l
re p re s e nt at i ves as often as they would like.

As s i s ted-living pe r s o n n e l
see pharm a ce u t i cal re p re s e nt a-
t i ves infre q u e nt l y, but ex p re s s
i nte rest in seeing them more
o fte n .These ca re g i vers wa nt up-
to - d ate info rm ation and dat a
on medicat i o n - m a n a g e m e nt
p rog ra m s.

The study was designed to
a n s wer many questions abo u t
the curre nt and future state of
l o n g - te rm ca re. These include,
a re pharm a ce u t i cal co m p a n i e s
focusing on the ri g ht areas and
the ri g ht personnel? Who are
the key players in the long-te rm
ca re industry? And what are
their unique needs?

The study also assesses the
ro l e s, re s po n s i b i l i t i e s, and needs
of pharm a cy providers and co n-
s u l t a nt s, m e d i cal dire cto r s, a n d
a s s i s ted living facilities.

Topics ex p l o red include: fo r-
m u l a ry and co nt ra ct influence s ;i m p a ct of state and
fe d e ral re g u l at i o n s ; re i m b u r s e m e nt issues; i nte ra c-
tions with long-te rm ca re and assisted-living pe r-
s o n n e l ; and value-added serv i ces in LTC and assist-
ed-living facilities.

Tu fts Ce nter 
Studies Examine 
B LO C K BUSTER 
D RUG RETURNS,
and Deve l o p m e nt
St rate g i e s

De s p i te rising re s e a rch and deve l o p m e nt co s t s
a s s oc i ated with new dru g s, re s e a rch shows that the
top 10% of newly marke ted drugs acco u nt for half of
the financial re t u rns on all new drug deve l o p m e nt,
and only one-third of newly int rod u ced drugs gen-
e rate earnings that exceed ave rage re s e a rch and
d eve l o p m e nt co s t s.

The findings from a study conducted by
re s e a rchers at the Tu fts Ce nter for the St u dy of Dru g
Deve l o p m e nt and Du ke Un i ve r s i ty have found that
decisions to te rm i n ate unpromising drugs earlier in
d eve l o p m e nt, m o re prod u ct i ve discove ry prog ra m s,
and shorter clinical phases could po te ntially re d u ce
the cost for a new drug by hundreds of millions of
d o l l a r s.

Ac co rding to the authors, He n ry Gra bows ki and
John Ve rnon of Du ke Un i ve r s i ty, and Joseph A.
Di Ma s i , Ph . D. , of the Tu fts Ce nte r, the estimated ave r-
age rate of re t u rn for 118 new drugs int rod u ce d

be tween 1990 and 1994 was 11.5%. Du ring the
same time, the real cost of capital was 11%.

The assessment of the earning power of new
d rugs re f l e ct conclusions from a similar study done a
d e cade earl i e r.

The authors note that since the 1970s, ra p i d
g rowth in R&D spending has coincided with the
i nt rod u ction of new thera peutic classes and bloc k-
b u s ter co m po u n d s. Bu t, t h ey added, w h e t h e r
i n c reasing re s e a rch and deve l o p m e nt spe n d i n g
and innovat i ve new prod u ct int rod u ctions will co n-
tinue remains to be seen.

“ How quickly these te c h n o l ogies lead to impo r-
t a nt new medicines will depend not only on scien-
tific and economics facto r s, but also on the co u r s e
of public po l i cy act i o n s,” s ay the re po rt’s authors.

In a separate study involving 68 drugs int ro-
d u ced during the 1990s, Dr. Di Masi concluded that
p re c l i n i cal screens that boost clinical success rate s
f rom the curre nt one in five to one in three wo u l d
l ower the ave rage cost of a new drug to $560 mil-
l i o n . Ac co rding to the Tu fts Ce nte r, the costs assoc i-
ated with bringing a new drug to market are esti-
m ated at $802 million.

Another study from The Tu fts Ce nter for the
St u dy of Drug Deve l o p m e nt pre d i cts that deve l o p-
m e nt strategies geared towa rd bringing bloc kb u s te r
d rugs to market (prod u cts that generate annual rev-
enue of $1 billion or more) will give way to alte rn a-
t i ve dru g - d eve l o p m e nt plans by pharm a ce u t i ca l
companies that can prod u ce more pre d i ctable rev-
enue stre a m s.

“Si n ce bloc kb u s ters are re l at i vely ra re and the
cost of new drug deve l o p m e nt co ntinues to ri s e,
m a ny pharm a ce u t i cal co m p a n i e s, co n f ro nt i n g
s t rong and growing pre s s u re to enhance dru g
d eve l o p m e nt pipe l i n e s, will re - eva l u ate their tra d i-
tional bloc kb u s ter deve l o p m e nt strate g i e s,” s ays
Tu fts Ce nter Di re ctor Kenneth I. Ka i t i n . “Al s o, a s
p ate nts on seve ral lucrat i ve drugs ex p i re this ye a r,
m a ny companies will take a closer look at pre s c ri p-
tion to ove r - t h e - co u nter switches as a way to main-
tain revenue flow.”

M r. Kaitin added that the most co n s i s te ntly pro f-
itable drug companies will be those that succeed in
s h o rtening deve l o p m e nt times and te rm i n at i n g
u n p romising drugs earlier in the re s e a rch and
d eve l o p m e nt cyc l e.

THE COUNCIL FOR AFFORDABLE 

Q UA L I TY HEALT H CA R E,Wa s h i n g to n , D. C . ,

is a nonprofit alliance of health plans and

n e two rks co m m i t ted to improving the

q u a l i ty of healthca re and re d u c i n g

a d m i n i s t rat i ve burdens for pat i e nt s,

p hysicians and paye r s. For more 

i n fo rm at i o n ,visit ca q h . o rg.

D E LO I TTE & TOUCHE LLP, New Yo rk , is a

p ro fessional serv i ces firm .The Health Ca re

and Life Sciences Pra ct i ces division

includes more than 1,800 pro fe s s i o n a l s

p roviding a broad range of auditing,

a c co u nt i n g, t a x , and consulting serv i ces to

p aye r s, p rov i d e r s, and life - s c i e n ces 

o rg a n i z at i o n s. For more info rm at i o n ,v i s i t

d e l o i t te. co m .

HARRIS INTERAC T I V E, Roc h e s te r, New

Yo rk , is a wo rl dwide market re s e a rch and

consulting firm , best kn own for 

The Ha rris Poll and for its use of the Inte r-

net to co n d u ct scient i f i cally accurate 

m a rket re s e a rc h .The co m p a ny 

combines the power of unique 

m e t h od o l ogies and te c h n o l ogy with

i nte rn ational ex pe rtise in pre d i ct i ve,

c u s to m , and strategic re s e a rc h .

For more info rm at i o n ,v i s i t

h a rri s i nte ra ct i ve. co m .

INSTITUTE FOR POLICY INNOVAT I O N,

Lew i s v i l l e, Tex a s, is a co n s e rvat i ve - l e a n i n g

o rg a n i z ation that offers position pape r s

and other doc u m e nts on curre nt po l i cy

i s s u e s, including tax po l i cy, e co n o m i c

g row t h , te c h n o l ogy po l i cy, i nte l l e ct u a l

p ro pe rty, h e a l t h ca re, and education re fo rm .

For more info rm at i o n , visit ipi.org.

THE T U F TS CENTER FOR THE STUDY OF

D RUG DEV E LO P M E N T,Bo s to n ,p rov i d e s

s t rategic info rm ation to help drug deve l o pe r s,

re g u l ato r s, and po l i cy makers improve the

q u a l i ty and efficiency of pharm a ce u t i ca l

d eve l o p m e nt, rev i ew, and u t i l i z at i o n .Fo r

m o re info rm at i o n ,visit tuft s. e d u.

U C LA ANDERSON FORECA S T, Los 

An g e l e s, is one of the most widely watc h e d

and ofte n - c i ted economic outlooks for 

Ca l i fo rnia and the nat i o n . For more 

i n fo rm at i o n , visit uclafo re ca s t. co m .

V E R I S PA N, New tow n , Pa . , is a healthca re

i n fo rm atics joint ve nt u re of Qu i nt i l e s

Tra n s n ational Co rp. and Mc Kesson Co rp. ,

and is one of the nat i o n’s leading prov i d e r s

of pat i e nt - l eve l , longitudinal dat a ,with 

d e - i d e ntified data from about 1.7 billion

U . S .p h a rm a cy tra n s a ctions and 275 million

e l e ct ronic medical tra n s a ctions annually.

For more info rm at i o n ,visit ve ri s p a n . co m .

Follow up

N OVA RT I S is the
co m p a ny that calls on
a s s i s ted-living facilities
most ofte n
P F I Z E R has the
s t rongest focus on
co rpo rate long-te rm 
ca re prov i d e r s, a c co rd i n g
to pharm a cy 
p rov i d e r s / co n s u l t a nt s
P H A R M AC I A s po n s o r s
the most pull-thro u g h
p rog ra m s
JOHNSON & JOHNSON
o f fers the most 
value-added serv i ces to
l o n g - te rm ca re facilities

So u rce :Ve ri s p a n ,New tow n ,Pa .

SENIORS AND LO N G -
TERM CARE MARKET:


