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Agenda

• Specialty Pharmacy Impact
• Strategic Issues in Specialty Pharmacy 

Management
• Management Strategies / Outcomes
• A View Towards The Future
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“The delivery of biotechnology products such as 
injectable or intravenously (IV) administered drugs, 
requiring special handling (i.e., refrigeration), 
combined with coordinated clinical services to assist 
patients and the physician implement a prescribed 
plan of care.”

Source: Salomon Smith Barney, May, 2001

Emphasis added.

Specialty Pharmacy Impact
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Specialty Pharmacy Impact
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Specialty Pharmacy Impact
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Specialty Pharmacy Impact
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Specialty Pharmacy Impact
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Specialty Pharmacy Impact

Drug Disease Estimated 
Launch

Estimated U.S. 
Market

CDP-571 Crohn’s Disease 2004 > $1 Billion

CDP-870 Rheumatoid 
Arthritis

2004 > $1 Billion

Tarceva® Lung Cancer 2004 > $1 Billion

Xanelim® Psoriasis 2004 > $1 Billion

Antegren® Multiple Sclerosis 2004 $500 to $999

Pemtumomab® Cancer 2004 $500 to $999

Protein Kinase C-Beta 
Inhibitor

Diabetic Conditions 2004 $500 to $999

Raptiva® Psoriasis 2004 $500 to $999

Meningitec® Meningitis 2004 $500 to $999

HPV Vaccine Cancer 2004 $250 to $500

10 Products to watch in 2004

Source: Caremark TrendsRx 2003
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Specialty Pharmacy Impact

Source: Estimates provided by Regence Blue Shield at the IIR Specialty Drug Conference, 2003



10
© Pharmaceutical Strategies Group 2005. All rights reserved.

Specialty Pharmacy Impact

Is Specialty Pharmacy Just for Orphan Diseases?....…..Hardly
– Asthma impacts > 17 million Americans (> 7 million with allergic forms)

• Xolair ® is a first in class therapy for moderate to severe cases
• Costs will exceed $10,000 per patient per year

– Rheumatoid arthritis impacts > 2 million Americans
• 3 new biologics can significantly improve functioning, may slow disease 

progression, and improve quality of life
• Cost in excess of $14,000 per patient per year 

– Psoriasis impacts > 4 million Americans
• Amevive ® can significantly improve quality of life
• Cost of therapy is > $10,000 per treatment cycle
• Repeat courses may be utilized in clinical practice
• Significant patient and provider demand will fuel growth

Sources: MHS Drug Trends Report 2003
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Strategic Issues in Managing the Specialty 
Pharmacy Benefit
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• Specialty pharmacy goals:
– Provide a reliable source for hard to find injectables
– Provide access to professionally trained staff on a 24 

hour basis
– Integrate specialty medications with other 

medications for a robust drug utilization review and 
patient safety profiling system

– Design & deploy a comprehensive patient education 
strategy on how to best manage the disease, achieve 
desired outcomes, minimize negative consequences, 
etc. 

Strategic Issues In Specialty Pharmacy Management
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• Specialty pharmacy goals cont.
– Achieve competitive pricing
– Create a streamlined & more accurate claims 

processing system
– Eliminate inappropriate utilization
– Enhance predictive modeling
– Improve outcomes reporting, including 

pharmacoeconomic impact assessments

Strategic Issues In Specialty Pharmacy Management
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• Will it be voluntary or mandatory?
– This decision will impact every other 

implementation step
– Many plans implement a voluntary period, followed 

with a mandatory conversion
– Some plans implement the program voluntarily for a 

portion of the provider panel, while making it 
mandatory for the remainder of the network

Strategic Issues In Specialty Pharmacy Management
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• Will all providers be required to use the service?
– Oncology is an issue for many plans
– Reimbursement adjustments are common, though 

not at 100% offset
– At some point, it becomes an issue of parity
– Rx Director, 400k + Health plan in NY

“Count on losing some physicians from your 
network after you implement a mandatory specialty 
distribution contract. Physicians who rely on their 
own markup of specialty products may discontinue 
their relationships with MCOs”

Strategic Issues In Specialty Pharmacy Management

Source: “How Health Plans Should Deliver High Cost, Low Volume Biotech Drugs”, May 21, 2003 Webcast, AIS Health
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• Over what period of time will the program be phased 
in?
– Most recommend at least one year for successful 

implementation
– Many have transitioned over more than one year to ensure 

that appropriate communication plans, operational processes, 
financial underwriting changes, etc. are in place 

– Overall implementation could include a voluntary 
implementation window, followed by a gradual 
implementation to a mandatory system

Strategic Issues In Specialty Pharmacy Management
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• What services will your specialty pharmacy (ies) 
provide?
– Negotiated discounts & distributive services
– Member reimbursement support
– Data integration services
– Disease monitoring / management
– Utilization management
– Member education

Strategic Issues In Specialty Pharmacy Management
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• Who’s in charge of UM / DM?
• Will it vary by disease state?  (e.g. Asthma vs. Gaucher’s disease)

Chronic 
Disease

Mgt

MCO
Resources

Specialty
Pharmacy

Disease 
Mgt

Vendor

Strategic Issues In Specialty Pharmacy Management
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Stakeholder Pros Cons

•Reimbursement support
•Access to additional clinical resources
•Availability of home delivery

•Minimizes importance of retail pharmacy
•Could cost more out of pocket, depending 
on plan design
•Operational processes could confuse patient 
and / or delay care 

•No ability to generate revenue
•Operational process could be cumbersome

•Potential for provider disruption
•Potential for member complaints
•Shift services to more favorable 
reimbursement environment (e.g. hospital, 
home health, etc.)

•Limitations on product use via managed care 
strategies
•Potential for price erosion via price 
reductions demanded via contracting process

•No need to hold expensive inventory
•Reimbursement support
•Convenience of one supplier

•Better coordination of care
•Better understanding of data
•Potential for reduced costs

•Reduction in number of contracts / 
orders to manage
•Potential for increasing product use 
(reimbursement support)

Patient

Provider

Health Plan

Manufacturer

Strategic Issues In Specialty Pharmacy Management
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• What will the communication plan entail?
– Provider panel

• Program goals
• Implementation timelines
• Operational issues
• Help line

– Members
• Program goals
• Implementation timelines
• Where benefits are impacted (change in copay / co-

insurance)
• Help line

Strategic Issues In Specialty Pharmacy Management
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Management Strategies / Outcomes 
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“Health plans have used management techniques centered on 
limiting access to an entire category or increasing the cost sharing 
to the member. These techniques include:

•Requiring prior authorization; 
•Requiring first use of nonbiologics; 
•Blocking off-label use; 
•Establishing a higher tier or a percentage copayment; and 
•Using a specialty pharmacy company (SPC) as the supplier 
with payment going straight to the SPC from the MCO”.

View from Tom Morrow, MD (Matria Healthcare)

Management Strategies / Outcomes

Source: Managed Care, September 2003
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Plan Excluded / Postponed Coverage

HealthPartners Non-formulary decision reached by P&T in September, 2003

Excluded until 12/20/2003

Decision postponed 

Anthem

Wellpoint

Xolair®

More common approach:
Prior authorization required

•Moderate to severe
•Failure on other therapies
•Many require positive allergy skin test

Source : Drug Cost Management Report, Oct 24, 2003

Management Strategies / Outcomes
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• Fusing Competition Into the Market
– Numerous therapeutic treatment groups now have 

multiple options
– Some examples: 

• RA, Growth Hormone, MS, etc.  
– Important clinical distinctions: 

• Are the agents “therapeutically equivalent”
• What about side effect profiles? 
• How will “non-preferred” agents be made available for 

medical necessity?

Management Strategies / Outcomes
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Example of a Specialty Preferred Drug List (AETNA)

Therapeutic Category Preferred Products

Antineoplastics / Antivirals Intron-A®, Peg-Intron®, Rebetrol® /Rebetron®

Growth Hormones Humatrope®, Nutropin®, Nutropin AQ®

Protropin®

Hematopoietic Agents Aranesp®, Neulasta®, Procrit®

LHRH Lupron®, Zolvadex®

Multiple Sclerosis Avonex®, Betaseron®, Copaxone®

Osteoporosis Forteo®

Rheumatoid Arthritis Remicade®

Source: Specialty Pharmacy, Stakeholders Strategies and Markets, AIS Health, 2003

Management Strategies / Outcomes
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• BCBS Florida
– Mandatory state-wide program covering 100 drugs
– Selected Option-Care as its specialty pharmacy 

vendor
– BCBS FL claims their approach has saved 30-40% 
– Limited public data on:

• Reductions in provider panel
• Improvements in patient care
• Impact on overall member satisfaction

Management Strategies / Outcomes

Source: Specialty Pharmacy: Stakeholders, Strategies and Markets.  AIS Health, 2003
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• Express-Scripts
– Specialty program now includes 76 drugs (250 

NDCs)
– Estimate savings at:

• 10-20% on medical side
• 10% on pharmacy side

– Savings achieved via:
• Enhanced formulary management
• Discounted ingredient costs
• Reduced administrative costs (for claims payment)

Management Strategies / Outcomes

Source: Managed Care, April 2002
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BCBS TN Process

Management Strategies / Outcomes

Recognize the Issue
↑76% since 2000
Highly Variable Costs
UM / DM impact?

Data Analysis
Top drugs
Provider Impact 
Prioritization 

Partnership Strategy
What?
Who?
At what cost?

Measure Impact
$= expect ↓10% 
Clinical = TBD

Barriers
Plan Specific
Market Specific

Source: BCBS TN presentation at the IIR Specialty Drug Conference, 2003
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Management Strategies / Outcomes

BCBS Tennessee: Keys to Successful Strategy Shift

Source: BCBS TN presentation at the IIR Specialty Drug Conference, 2003

• Assign a dedicated project manager 
• Collect accurate data 
• Convert data into information (Prioritization)
• Present options & gain mgt “buy-in”
• Conduct an impact analysis (internal & external)
• Select a specialty pharmacy partner
• Measure outcomes
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Management Strategies / Outcomes

• Regence Blue Shield Specialty Pharmacy Goals
– Move products from retail and mail order pharmacy to 

specialty channel
– Increase utilization of specialty vendor as SOLE supplier of 

office injectables to Regence providers
– Decrease provider reimbursement to specialty pharmacy 

pricing levels
– Transition prior authorization processes to designated 

specialty vendor
– Develop and implement a single reimbursement coverage 

strategy (Rx vs. Medical)
• Outcomes…TBD

Source: Regence Blue Shield presentation at the IIR Specialty Drug Conference, 2003
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Key Issues to Address:
• Coverage decisions 
• Reimbursement approach & levels
• Utilization management 
• Financial & clinical outcomes modeling

Management Strategies / Outcomes



© Pharmaceutical Strategies Group 2005. All rights reserved.

A View Towards The Future 
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A View Towards the Future

• More competition
– From specialty pharmacy providers
– From biotech firms

• Better data analytics to support:
– Outcomes research (clinical & economic)
– Evidence based coverage criteria

• Customized care
– Focused on individual patients
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• The actuarial challenge
– Forecasting timing of new medication entrants
– Forecasting importance of new medication on 

treatment patterns
– Forecasting potential medical offset provided by new 

medications
– Forecasting how introduction of new medications 

may increase demand for physician services

A View Towards the Future
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• Financing the Specialty Pharmacy Benefit: The Patient 
Role 
– Copays are inadequate
– Co-insurance without caps could be financially devastating
– Issue will become even worse with migration to consumer 

directed care
– Combination of tools: 

• Deductibles
• Annual out of pocket max
• Co-insurance 
• Lifetime max

A View Towards the Future
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A View Towards the Future

American
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A View Towards The Future
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A View Towards The Future

http://www.time.com/time/magazine/0,9263,1101010528,00.html
http://www.time.com/time/magazine/0,9263,1101021209,00.html
http://www.time.com/time/magazine/0,9263,1101010115,00.html
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Helpful Resources

• Ernst & Young Global Biotechnology Report
• Specialty Pharmacy: Stakeholders, Strategies & Markets, AIS Health 2003
• How health plans should deliver high-cost, low-volume biotech drugs and 

injectables, AIS audio conference / Webcast May 21, 2003
• Other resources:

– Investment banker / analyst reports  (SG Cowan, Goldman Sachs, etc.)
– SEC filings for publicly traded specialty pharmacy providers
– Trade organization websites (Biotechnology Industry Assn, PhRMA)

• Selected Journal Articles:
– Johnson N.  Creating an outcomes focused formulary: resources to assist in 

determining a drug’s value. Formulary 2001; 36: 807-810.
– Sirois P (senior editor).  HMOs should prepare now to get a handle on injectables. 

Managed Care April 2002: 42H-42N.
– Morrow T.  MC Strategy: Create competition in expanding biotech field.  Managed 

Care September 2003.
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Pharmaceutical Strategies Group

• Contact Us: 
P: 800-687-4404
F: 972-409-0764
E: TWatson@PSGConsults.com
www.PSGConsults.com

mailto:TWatson@PSGConsults.com
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