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Ongoing efforts to curb a growing opioid 
epidemic have fallen short 

● Each year the opioid crisis puts a $78.5B
economic burden on our country, driving 
$28.9B in medical costs ($7.2B of which is 
borne by taxpayers)

● The epidemic affects people and businesses 
across the country, costing over $20B in 
lost productivity

Economic 
Costs
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An illustrative patient journey -- the path to opioid dependence
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Looking at the opioid epidemic from a supply and demand-side view
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Supply

Demand

Distribution to high-risk populations

Avoidable prescriptions

Social and financial risk factors

Individual behavioral risk factors 
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Consumer uptake and addiction 

Contributions from healthcare 
providers and other players

3 Illicit distribution channels

The current opioid crisis reflects both high 
availability and demand. 

Together, these factors are driving opioid
intake and addiction. 

Preventing and treating opioid 
addiction will require a coordinated 
effort between providers, industry 
players, and families, among others. 
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Provider executives are placing new restrictions on opioids

Slide 6

Does your hospital or health system 

have plans to restrict, or further 
restrict, opioid prescribing practices 

next year?

Half of provider executives surveyed in late 2017 planned to put new restrictions 
on opioid prescribing practices in 2018
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$1.1B cost avoidance opportunity*

Prevention Treatment Maintenance

Reduce the number of people who become addicted Increase the number of people who seek treatment 
AND reduce harm for those living with addiction 

Reduce the number of people 
who relapse 

Provider-led interventions offer a tremendous cost opportunity -- both for the health  
system and state

7

Uptake Treatment

Addiction

Over two million people 
are now living with 
serious addiction2

Relapse

Vulnerability Recovery

Only 20% of those addicted 
seek treatment3

80% of those who seek 
treatment relapse4

There are now 2 million 
US residents living with 
opioid use disorders1

1 “The Opioid Epidemic in the US”, US Department of Health and Human Services, 2017 (2015 data)                                                2 “Changes in Substance Abuse Treatment Use Among Individuals With Opioid Use Disorders in the US, 2004-2013”, JAMA, 2015
3 “Opioid Addiction: Addressing the Crisis of a National Opioid Overdose Epidemic”, Journal of Pain & Relief, 2016 (2013 data)       4 “Addiction Recovery Rates for Heroin”, Choices Recovery

Just last year, 135,000 people 
tried heroin for the first time1

Mortality

$162MM opportunity$225 MM opportunity

*PwC analysis of avoided direct healthcare costs by reducing addiction by 3% at each stage; assumes 467k addicts today and a fixed 7% mortality rate (derived from HHS statistics) and death rate projection of 35% (STAT)
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Critical factors in addressing the opioid crisis
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Reducing opioid dependence requires at-risk 
identification and prevention, appropriate treatment at 
point of care, and effective long term maintenance. Key 
themes include:

• Coordinated models of care that expand access to 
treatment*

• Strong provider/patient reporting and tracking based 
on robust data & analytics

• Multi-disciplinary collaboration across the 
system, from admission to discharge

• Patient and caregiver engagement

*including medication assisted therapy and non-opioid alternatives

8
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PwC Health Research Institute (HRI) recommendations

Improve patient management to bridge gaps in care. 
Consistent engagement with patients may help prevent new opioid addictions by identifying social factors that influence patient behavior. 
Care management programs, such as cancer care management, may be used to help manage at-risk opioid patients. “We are ramping up
patient counseling in CVS retail pharmacies,” Troy Brennan, executive vice president and chief medical officer at CVS Health, told HRI. 

Use technology and data sharing to improve healthcare business collaborations. 
Combining public and private health data may reveal new insights and focus areas. In Massachusetts, data sharing across many 
government agencies has made it easier to find at-risk opioid patients. Partners Healthcare has contributed clinical health data to the 
Massachusetts Department of Public Health-led effort, said Tom Land, director of the department’s Office of Special Analytic Projects. Third-
party organizations also may participate in compiling and analyzing health data to inform multi-organization strategies for reducing opioid 
misuse, dependence and overdose. 

Make safer treatments for chronic pain available. 
Some of the most dangerous opioids are the least expensive. Insurers, PBMs and pharmacies should consider the total cost of opioid
addiction and overdose. Aetna is partnering with Pacira Pharmaceuticals Inc. and the American Association of Oral and Maxillofacial 
Surgeons to find oral surgeons with high opioid prescription rates and offer to enroll them in a program that provides free samples of 
Pacira’s Exparel, a non-opioid local analgesic. It then teaches the doctors how to use it with patients undergoing wisdom tooth extraction.

PwC  |  January 2019 10
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Medical cost trend: Behind the numbers 2019

HRI projects a medical cost trend of 6 percent in 2019; consistent with 2018

After plan design changes, the net growth rate is expected to be 5.5 percent

HRI’s projected medical cost trend 2007-2019

Source: PwC Health Research Institute medical cost trends 2007-2019 

*PwC Health Research Institute revised its estimates for 2017 and 2018 down 0.5 percent each from 6 and 6.5 percent, respectively, in the 2018 

report. This revision was based on health plan interviews conducted by HRI, indicating that medical cost trend likely was lower in these two years 
than HRI had projected. 
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Medical cost trend: Behind the numbers 2019

National health expenditures have grown faster than GDP; employer health spending has followed a 
similar trajectory

National health expenditures as a share of GDP and employer sponsored health spending as a share of wages

Healthcare expenditures as shares of gross domestic product (GDP) and 
wages have doubled since the 1980s

Note: Employer health spending data are available starting in 1988, so they are not included in this figure before the 1980s.

Source: PwC Health Research Institute analysis of CMS national health expenditure data and Bureau of Economic Analysis data
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Medical cost trend: Behind the numbers 2019

Consumer disposable income is rising, fueled by tax cuts and lower unemployment

Percent annual growth in consumer disposable income

Growth in disposable personal income, adjusted for inflation, is on the rise and 
projected to peak in 2018; the largest impacts will be seen in increased health 
spending in 2020 and 2021

Source: PwC Health Research Institute analysis of Congressional Budget Office data
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Medical cost trend: Behind the numbers 2019

In addition to inflators and deflators tied to a particular year, these perennial factors place pressure on medical 
cost trend 

Recurring forces affecting medical cost trend in 2019 

14

Healthcare-specific drivers: Economywide drivers:

Medical technology and innovation

Drug spending

Government regulation

Payment models

Social factors and lifestyle

General inflation

Demographics
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Medical cost trend: Behind the numbers 2019

HRI estimates that by 2019, 93 percent of most metropolitan hospital markets will be highly 
concentrated, likely leading to higher prices for medical services in the short run

Herfindahl-Hirschman Index for hospital markets, projected for 2019

Inflator: Provider megamergers

15

Source: PwC Health Research Institute analysis of Herfindahl-Hirschman Index for hospital markets

Medical cost trend: Behind the numbers 2019

Of 115 health system and hospital mergers announced in 2017, 10 were mega-deals involving sellers with 
net annual revenues of at least $1 billion

Recent deals between providers are massive in size and geographic coverage

Inflator: Provider megamergers

Note: States where one of the pre-merger entities does business have been shaded to show the geographic span of these large deals. States with more than one color 

have entities associated with more than one merger. 
Source: Largest hospital and health system deals announced in 2017 and early 2018
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Medical cost trend: Behind the numbers 2019

Many provider executives are considering merging with or acquiring different types of care facilities 
within the next five years

Percentage of provider executives whose organization plans to merge with or acquire the following facility types

Inflator: Provider megamergers

Source: PwC Health Research Institute provider executive survey, 2017
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Medical cost trend: Behind the numbers 2019

Seventy-eight percent of primary care physicians saw an increase in appointments over the past six 
month related to the flu

Deflator: Flu impact

Source: PwC Health Research Institute clinician survey, 2018
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Medical cost trend: Behind the numbers 2019

On the heels of a severe flu season, lower utilization and expenditures may deflate 2019 trend by 22 basis 
points

National flu spending as a percentage of total health spending 2006-2019 (projected)

Deflator: Flu impact

*2019 predicted % of total spending is based on predicted flu-related mortality rates.

Source: PwC Health Research Institute analysis of Centers for Disease Control and Prevention data, Medical Expenditure Panel Survey data, and Healthcare Cost and 
Utilization Project data
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Medical cost trend: Behind the numbers 2019

New partnerships are in early stages – the impact on medical cost trend and potential disruptions to 
the healthcare system remain to be seen

Will novel combinations disrupt the health system?

20

Vertical integrators

Employer activists

Technology invaders

Health retailers

For more information, see HRI’s report “The New 
Health Economy in the age of disruption: Novel 
combinations attempt to remake the health system”

www.pwc.com/us/newhealthcombinations



1/23/2019

11

Medical cost trend: Behind the numbers 2019

It’s the prices – so demonstrating value is critical

21

Healthcare providers

Payers and employers

Pharmaceutical and 
life sciences

Consider how changes in reimbursement and innovation 
are impacting where and how care is being delivered (i.e., 
retail and virtual care) and evaluate opportunities to offer 
easy access to different levels of care.

Differentiate and reduce waste by offering value-added 
services such as clinical decision-making tools and 
companion diagnostics which personalize treatments for 
patients.

Offer a value plan option with a limited network 
emphasizing quality, price transparency and consumer 
satisfaction.

Medical cost trend: Behind the numbers 2019

Consolidation is not enough – creating a better customer experience 
will be essential

22

Healthcare providers

Payers and employers

Pharmaceutical and 
life sciences

Prioritize the customer experience following a merger and 
demonstrate the additional value delivered for any post-
merger price increases.

Consider adjusting sales tactics to align with a changing 
customer base with interests in both clinical and financial 
considerations.

Prepare to proactively renegotiate contracts in advance of 
provider consolidations or acquisitions to manage rate 
increases. 
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Drug, device, and technology manufacturers are using four primary methods to 
validate digital therapeutics

24
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A majority of consumers are interested in FDA approved digital apps or online 
tools to treat their medical conditions

25
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Most physicians have recommended digital treatments with success
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PwC Health Research Institute recommendations:

Focus on outcomes, not just endpoints. To succeed in the digital therapeutics era, pharmaceutical and life 
sciences companies must venture more deeply into care delivery.

Evaluate the impact of digital therapeutics and connected care solutions on your practice. Evaluate 
workflow processes for new data streams, including integration in electronic medical health records. Successfully 
integrating new patient data into physician practices may improve in-person visits, making health discussions more 
efficient and informed by real-world patient behaviors. 

Explore partnership models focused on demonstrating results. Digital therapeutics and connected devices 
may make it easier to construct value-based contracts and other outcomes-based financial models with payers and 
providers to drive adoption.
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Ben Comer
Senior manager
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benjamin.comer@pwc.com
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Slide 28


