
74 Practice Trends S K I N &  A L L E R G Y N E W S •  F e b r u a r y  2 0 0 7

Drug Slowdown Reduces Increase in Health Costs
B Y  A L I C I A  A U LT

Associate  Editor,  Practice  Trends

Overall health spending growth for
2005 hit its lowest level since 1999,
largely because of a continuing

slowdown in retail prescription drug sales
and an increased use of generic drugs, ac-
cording to a report issued by the Centers
for Medicare and Medicaid Services in
January.

The CMS report, the official govern-
ment tally, found that overall health care
spending grew 6.9% in 2005, compared
with 7.2% in 2004 and 8.1% in 2003. 

“It is unclear whether this is temporary
or indicative of a longer-term trend,” lead
author Aaron Catlin, a CMS economist,
said in a statement.

Even with the slowdown, the United
States spent slightly more per capita on
health care in 2005—$6,697 per person—
than in 2004, when expenditures were
$6,322 per person. The percentage of per-
sonal income devoted to health care is ris-
ing as well. Out-of-pocket spending grew
from $235 billion in 2004 to $249 billion in
2005, with prescription drugs accounting
for 20% of that expense.

Total spending in 2005 hit $2 trillion, ac-
cording to CMS, which published its find-
ings in two articles in the January/Febru-

ary issue of Health Affairs (Health Affairs
2007;26:142-53, and Health Affairs 2007;
26:249-57).

Medicare was the biggest spender, ac-
counting for $342 billion of the $2 trillion
total. The figure does not include the
Part D drug benefit, which did not begin
until 2006. Medicaid spent $311 billion in
2005, a 7.2% increase
from the previous
year. But that growth
rate was on par with
2004, when spending
rose 7.5%.

Cost-containment
efforts by the Medic-
aid program helped
hold down the na-
tion’s overall drug bill,
according to the report. For Medicaid, drug
spending grew only 2.8% in 2005. The na-
tion’s total drug tab in 2005 was $200 bil-
lion, an increase of 5.8% over the previous
year, when drug spending rose 8.6%. 

Most drugs—about 73%—were covered
by private sources in 2005. Private spend-
ing grew only 6%, down from 7.2% in
2004. Drug price increases remained sta-
ble from 2004 to 2005, at about 3.5% over-
all and 6% for brand names.

The pharmacy benefit management in-
dustry took credit for helping to keep a lid

on spending, noting that industry tools
such as formularies, rebates, generic drugs,
and mail service are being used by both
private and public payers. “PBMs have
played a huge role in helping to drive pre-
scription drug trends to an historic low,”
said Pharmaceutical Care Management
Association president Mark Merritt in a

statement.
Both CMS and

America’s Health In-
surance Plans said
that increasing use of
multi-tiered drug for-
mularies—which re-
quire consumers to
pay more for higher-
cost medicines—also
contributed to the

slowdown in drug spending.
Spending on physician and clinical ser-

vices hit $421 billion in 2005, which made
it the second biggest category of spending
after hospitals. That represented a 7% in-
crease from 2004, when spending rose
7.4%. Medicare, however, spent 9.5%
more on physician services in 2005, which
was a slight decline from the 10.4%
growth in 2004.

Hospital spending grew about 8% in
2005 and 2004, hitting $611 billion.

The fastest growing component of

health spending was freestanding home
health care, rising 11% in 2005 to $47.5 bil-
lion. At least three-quarters of home care
is covered by public payers. 

Spending for nursing home care grew
6% in 2005 to $121 billion. That was a larg-
er increase than in the previous year, when
spending rose 4%. Though Medicaid is the
largest payer, accounting for 44% of fund-
ing for nursing home care, its expenditures
increased by only 4% in 2005, compared
to Medicare’s 12% rise.

Growth in the cost of health insurance
premiums also declined. In 2005, premi-
ums increased 6.6%, compared with 7.9%
in 2004. It was the third consecutive year
that premium increases dropped. Howev-
er, the CMS researchers noted employees
are still paying more for their health care
through higher co-insurance and de-
ductibles and other out-of-pocket costs.

Consumers are taking a big hit on
health costs, agreed Karen Davis, president
of the Commonwealth Fund, a private
nonpartisan foundation that is working to-
wards a health system that offers better
quality and more access.

“Even the slower spending growth of
6.9% continues to outpace inflation and
growth in wages for the average worker in
the United States,” said Ms. Davis in a
statement. ■

Out-of-pocket spending
grew from $235 billion in
2004 to $249 billion in
2005, with prescription
drugs accounting for 20%
of that expense.
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LABORATORIES

LOW-COST SLIDE PREPARATION
Borsting Laboratories, Inc. is a Histopathology Laboratory that has been processing dermato-
logical specimens for more than 40 years. We are currently serving several hundred dermatol-
ogists throughout the United States. All supplies are free and we offer next day delivery via DHL
Express at no charge to your clinic. Our turnaround time is less than 24 hours.

We provide the highest quality slides while maintaining the lowest cost per H/E slide and
special stain than any other laboratory.

PS. For a price list and our free Mailing Kit, call our Toll - Free line at 800-982-
1336.

PROFESSIONAL OPPORTUNITIES

PRACTICE FOR SALE

Dermatology Practices
Wanted to Buy – Ohio

If you are within 7 years of retirement or tired
of the everyday micro-management of prac-
tice and are interested in selling your der-
matology practice, please send introduction
letter to: CFAM, Enterprises, 601 Congress
Park Dr., Centerville, Ohio 45459
All inquiries strictly confidential

Physician Recruitment 
800.650.0625 
916.454.6645 fax
develops@sutterhealth.org
www.sutterhealth.org

●  Income guarantee with shareholder track

●  Competitive benefits and pension plan

●  Locations are minutes away from Downtown Sacramento

●  Lower cost of living than the SF Bay Area

●  Easy drive to either San Francisco, or Lake Tahoe

Sutter Medical Group (SMG) is seeking general dermatolo-
gists for practices located in the Greater Sacramento Area.  
SMG is a successful multi-specialty group of over 200 
physicians.   Please contact us for practice details.

Dermatology Opportunities
Northern California 

Moving?
Look to Classifieds for

practices available.

CLASSIFIED ADVERTISING
DEADLINES

Absolute deadline for all advertising copy,
cancellations, and changes is: the 1st of the
month prior to month of publication.
All copy, cancellations, and changes for
issues must be received in the Classified
Advertising office by 12 noon of the deadline
date, whether via phone or mail.

Give to the
American

Cancer Society.
®


