VALUE-BASED DERMATOLOGY:

Reducing biologics costs In
psoriasis & eczema management

Rising Costs, Rising Challenges: Understand the escalating financial burden biologics
place on health plans, employers, and patients in managing psoriasis and eczema.

Barriers to Better Care: Explore systemic challenges in dermatology that hinder the

adoption of effective, cost-efficient treatments.

Introducing Zest Health: Value-Based dermatology care that reduces skin-indicated
pharmacy costs with innovative solutions while improving patient outcomes.

Learn more at ZestHealth.com © 2025 Zest Dermatology, Inc. | Allrights reserved
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Current landscape of biologic therapy
In dermatologic disease

According to the American Academy of Dermatology, eczema
affects approximately 28 million people in the United States,
while psoriasis impacts 8 million adults, together, comprising
nearly 10% of the population. These chronic inflammatory
conditions place significant economic strain on patients and
the entire healthcare system. In the United States, psoriasis
alone accounted for over $24 billion in direct pharmacy costs
in 2023, with the eczema treatment market projected to

reach a similar figure of $24 billion by 2030. The introduction
of biologic drugs, advanced therapies that target specific
immune responses, has provided new hope for patients

by delivering more effective relief than traditional treatments.
However, these therapies come with a substantial cost burden,

averaging tens of thousands of dollars per patient annually.

The development and widespread formulary adoption

of biologic therapies have been the primary drivers

of this surge in pharmacy spending. However, despite

their widespread use, dermatology has lagged behind other
specialty care areas, such as oncology and cardiology, in
implementing cost-saving measures. This gap leaves patients
and payers to bear unsustainable financial burdens.

In oncology, biosimilar adoption has delivered $36 billion in
cumulative U.S. healthcare savings, with $18 billion attributed
to just three cancer drugs. Dose optimization strategies, like
extending nivolumab dosing intervals, save up to $100,000
per patient annually without compromising efficacy. Similarly,
cardiology’s success with generic drug utilization and
preventative care has driven billions in annual savings, while
innovations like remote patient monitoring have reduced
hospital readmissions and associated expenses.
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In contrast, dermatology biologics remain costly, with

slow adoption of biosimilars and limited use of strategic
treatment breaks. System-wide challenges compound
these issues, including outdated billing models, a disconnect
between dermatology providers and the financial impact of
prescribing decisions, and barriers to access for affordable
medical expertise. Together, these factors create a complex

and unsustainable care ecosystem.

Given the chronic and episodic nature of these conditions,
it is imperative for forward-thinking healthcare innovators
to prioritize care models that reduce costs while
maintaining excellent patient outcomes. By leveraging
intelligent biosimilar adoption and dose reduction
strategies through patient-centered approaches, Zest
Health has unlocked a significant opportunity to reshape
this challenging economic landscape. The need for

transformative action has never been more urgent.

In 2023, psoriasis placed a
significant financial strain
on payers and employers,
with direct pharmacy costs
exceeding $24 billion.
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Economics of increasing biologic costs

As chronic and incurable diseases, eczema and
psoriasis have historically been challenging

to treat effectively. In the past, treatments like
methotrexate and cyclosporin were used to
suppress the immune system broadly, but these
drugs carry significant risks, including impacts
on cardiovascular, renal, and hepatic systems,

requiring frequent blood work and monitoring.

The discovery of immune specific pathways
driving these conditions has revolutionized

the therapeutic space, sparking a surge in

pharmaceutical interest and drug development.

From 2003 to 2009, only five FDA-approved
biologics were available for psoriasis, with
none for eczema. Since 2015, the landscape has
shifted dramatically, with 19 biologics (including
biosimilars) gaining FDA approval, including the
first biologic for eczema, Dupixent, in 2017.

Updated Evolution of Treatments and Costs for Psoriasis and Eczema (1950-2025)
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Today, there are multiple targeted pathways for biologic drug development, offering safer and more effective alternatives

to older treatments. Owing to the safety, ease of formulary accessibility and patient demand for use, there has been rapid

prescriber adoption of biologics over the last decade as preferred treatments even when there are affordable, clinically

indicated alternatives.

The annual expenditure
on biologics for psoriasis
and eczema is projected
to reach $50 billion
within the next few years.

According to a 2017 study by the RAND Corporation, biologics accounted for a
disproportionate share of prescription drug expenditures. Despite comprising
only 2% of U.S. prescriptions by volume, these complex therapies contributed
to 37% of net spending on prescription drugs. Although the annual drug

costs for eczema treatments lag behind psoriasis by five to ten years, the
blockbuster success of Dupixent positions it to surpass the revenue generated
by psoriasis-indicated biologics to date. Dupixent’s success is a harbinger

for growing demand and the reciprocal increase in treatment costs as there
is maturation of the eczema drug development market. Together the annual
expenditure on biologics for eczema and psoriasis is projected to reach $50
billion within the next few years.
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Structural determinants of U.S.
dermatology care expenditures

Biologics have delivered the possibility of long-term
remission in eczema and psoriasis, which was rarely
possible with legacy treatment options. Despite these
pharmacologic advancements, treatment paradigms
have not incorporated clinical guidance for ceasing
biologic therapy in patients who achieve remission.
Notably, no current guidelines from U.S. dermatology
societies address this critical issue. Yet, in routine clinical
practice, therapy interruptions and discontinuations are
common, driven by factors such as financial constraints,
changes in insurance formularies, life circumstances,
family planning considerations, and concerns about long-
term safety.

In contrast, the international dermatology community
has taken a more proactive approach, implementing
dose reduction strategies for biologic therapies as early
as 2013. This disparity underscores the need for a more
unified and strategic approach within the U.S. to address

these challenges effectively.

A 2021 survey by van Muijen et al., involving psoriasis
experts from 22 countries affiliated with the International
Psoriasis Council, found that 70% had implemented

dose reduction strategies. The most frequently cited
motivations for these practices were cost savings, safety
considerations, and patient requests. These findings
were reaffirmed by Gleeson et al.in 2024, who surveyed
British clinicians and patients on “as-needed” biologic
dosing. Support for this approach was strong, with 78% of
clinicians and 67% of patients endorsing it.
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A shortage of U.S. dermatologists exacerbates these
systemic challenges. As of May 2023, more than 70% of U.S.
populated areas have fewer than four dermatologists per
100,000 individuals—a ratio deemed necessary to ensure

adequate dermatologic care.

This disparity further underscores the barriers to timely
and effective treatment for patients. Additionally, nearly
20% of U.S. zip codes lack a practicing dermatologist with
fewer than 10% of dermatologists practicing in rural regions.

Furthermore, there has been a notable decline in the number

of dermatologists in solo practice, dropping from 26.1% in
2012 to 15.6% in 2020.
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Much of this consolidation has come from the increasing
influence of private equity (PE) in dermatology. As Gondi et
al. highlights, dermatologists make up approximately 1% of
U.S. physicians, whereas dermatology practices account
for 15% of private equity acquisitions. In a 2021 analysis

of commercial claims from the Health Care Cost Institute
between 2012 and 2017, Braun et al. found that PE practices
employed a higher ratio of advanced practitioners to
dermatologists relative to non-PE owned practices.

Given PE’s focus on streamlined operations it was an
unsurprising finding that dermatologists in PE-owned
groups saw up to 17% higher volume compared to non-PE
dermatologists. The misaligned incentives in a fee-for-
service model leads to deprioritization of offering chronic
medical dermatology treatment, in favor of less complex,
high-volume services such as cash-based cosmetic

treatments and minor procedures like skin biopsies.

Premature Treatment

Poor access to care causes episodic flares to
fester, increasing the urgency forimmediate relief.
Prescribers lose critical time in the treatment
window missing the opportunity to prescribe
effective lower-cost treatments. Given the lack

of infrastructure to support treatment adherence
many prescribers use peak-intensity moments in a
patient’s flare cycle to justify biologic initiation.

Chronic Over-Prescriptions

Together this low accessibility for chronic care management
has fostered an environment where biologics are utilized

to bridge this care gap. Instead of patients benefiting from
remittive relief, they are maintained on these high cost
agents as a defense against inaccessibility for chronic

care management.

A payment model that closely aligns care access, patient
outcomes and financial stewardship of treatment resources
incentivizes a healthier interplay between payers and
service providers, which is beneficial to stakeholders across

the ecosystem.

Excessive Use

Biologics are sometimes prescribed for patients
with mild disease, where the clinical justification for
such high-cost treatment is opaque. For example,
patients with persistent localized psoriasis in

easily treatable areas, are better suited for topical
adherence support rather than escalation of
treatment intensity, but these programs are lacking
in the traditional dermatology care models.

Patients prescribed biologics often remain on these treatments chronically and reflexively. Initiation of a biologic

is a patient’s gateway to ongoing high-cost treatment access. Prescribers rarely re-visit biologic indications

except when required by prior authorization and only in-so-far as to green light continued use or a forced switch

to the preferred formulary alternative. This long-term use suppresses improvements from lifestyle changes, like

weight loss or smoking cessation, and natural remittive fluctuations over the course of the disease. Furthermore,

continuous use disincentivizes patients to put effort toward lifestyle changes with the false belief there is limited

benefit from such interventions and that the systemic treatment is sufficient.
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Dose reduction (DR) as a sustainable and
patient-centered approach in dermatology

Recent literature highlights a growing body of evidence supporting dose reduction (DR) as an effective, safe, and patient-

preferred strategy for managing chronic dermatological conditions like eczema and psoriasis. This approach not only

maintains clinical efficacy but also addresses concerns related to treatment sustainability and patient quality of life. DR offers

significant opportunities for cost savings while maintaining long-term disease control, aligning with Zest’s clinical paradigm

and commitment to innovative, value-based care.

Psoriasis: robust evidence for DR in biologic therapies

The March 2024 review by van Riel et al. in Frontiers in
Pharmacology highlights DR’s clinical efficacy, safety, and

cost-saving potential. Key findings include:

+ CONDOR Trial (2020): 59% of patients maintained DR for
one year, with 69% of those patients sustaining it for two
years. Among relapsed patients, 80% regained response
upon resuming the last effective dose, with no QoL
differences compared to standard dosing.

The study emphasizes stringent eligibility criteria such as
low disease activity (PASI <5 or PGA <1) and minimal QoL
impact (DLQI <5), both core to Zest’s DR approach.

* Di Altobrondo et al. (2022): Over 102 months, only
27% of DR patients relapsed, and 96% regained their
initial response after resuming standard dosing.
Patient satisfaction with DR was high, with only 2 of 96
expressing dissatisfaction.

Newer biologics, such as IL-17 and IL-23 inhibitors,
also show promise:

* Blauvelt et al. (2020): 61.3% of risankizumab patients
maintained remission for 52 weeks after transitioning
to placebo.

* GUIDE Trial (2024): Extended guselkumab dosing
(16 weeks) was non-inferior to 8-week dosing in
complete responders.

These findings confirm the durability of DR with newer
agents, consistent with Zest’s outcomes. The upcoming
BeNeBio trial (2025) is expected to further validate DR in

psoriasis care.

As we confront the escalating costs of biologic treatments for conditions like psoriasis and eczema, it’s

crucial to recognize that the current trajectory of biologic spending is unsustainable. While biologics have

revolutionized care, we must prioritize evidence-based practices that incorporate a broader spectrum of

treatment options. This includes educating providers, patients, and health plans about effective, lower-

cost interventions that can address the complex causes of these chronic conditions. Our goal should be to

ensure equitable access to care without compromising the quality of treatment or the financial viability of

our healthcare systems.

Dr. Rachel Day, FAAD
Chief Medical Officer
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Eczema: emerging support for DR

Although evidence for DR in eczemaiis still developing,
promising data from biologics like dupilumab

underscore its potential:

* LIBERTY AD SOLO 1and 2 Trials (2020): 43.9% of patients
maintained remission on 4-week dosing
and 32.8% on 8-week dosing, compared to 54%
on standard 2-week dosing.

» Spekhorst et al. (2022): A patient-centered DR
model using absolute EASI scores and gradual
dose adjustments achieved 93.3% disease control
at extended intervals (6—8 weeks).

* Shen et al. (2024): Half of dupilumab patients
surveyed preferred to discontinue treatment once
their disease was well-controlled, emphasizing the
demand for individualized care.

Zest embraces these principles by integrating
frequent check-ins and patient-centered adjustments,
delivering flexible and responsive care. This approach
ensures that DR opportunities are optimized while
maintaining treatment efficacy and addressing

individual patient needs.
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Skyrizi, Dupixent, and Rinvoq
accounted for over $1.5 billion

in marketing spend in 2023,
highlighting how aggressive
promotional strategies are steering
patients toward expensive biologics
rather than more cost-effective
treatment options.

The future of DR: a new standard
in dermatology

As DR evidence grows, particularly for IL-23 inhibitors,
Zest continues to lead in adopting data-driven, value-
based practices. With ongoing research, including the
BeNeBio trial, DR is poised to become a cornerstone of
sustainable dermatology, balancing patient outcomes,
safety, and cost efficiency.

Market forces and industry influences
on biologic therapy costs

The soaring costs of biologics for conditions such as
psoriasis and eczema can be attributed to several key
factors, with one of the most significant being the pricing
strategies employed by pharmaceutical manufacturers.

A 2017 report from the National Psoriasis Foundation
highlights the substantial rise in the costs of biologic
therapies. This escalation is partly attributable to
pharmaceutical manufacturers’ efforts to recover
significant investments in research and development.
However, the primary factor driving these costs is
shadow pricing—a strategy where drug prices are
set relative to competitors’ pricing rather than being
based on production costs or the clinical value of the
therapy to patients.
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Whereas competition may drive
down prices in other fields,
dermatology biologic prices
have only increased despite
consistent new entrants.

This practice has contributed significantly to the growing
financial burden on healthcare systems and patients alike.
New drugs entering the market often benchmark their prices
against existing treatments, particularly if they are in the
same therapeutic class.

A 2024 study published in JAMA Dermatology examining
AbbVie’s pricing strategies for Humira (adalimumab) revealed
Humira prices increased almost identically with prices of
etanercept (Enbrel), a drug manufactured by Amgen butin
the same therapeutic category. Whereas competition may
drive down prices in other fields, dermatology biologic prices
have only increased despite consistent new entrants.

Interestingly, this has even extended to the immunomodulator
orals, which presumably have significantly lower costs to
produce. From 2013 to 2022, there was a standard $60,000

to $100,000 annual cost for any new entrant systemic
treatment in eczema or psoriasis with a 13.7% compound

annual growth.

If Otezla’s FDA approval for mild disease severity is any
indication to where the market is headed, we anticipate
other high cost orals to follow suit exponentially increasing
the risk of high cost of care in a traditionally low risk, low cost
member pool. The American Academy of Dermatology has
noted that these pricing structures not only affect patient
access but also place significant financial burdens on
healthcare systems.

ZestHealth.com
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Another influence of Big Pharma that cannot be
overlooked is direct-to-consumer advertising.
Pharmaceutical companies invest heavily in marketing
their biologics. This substantial investment is not merely
aimed at boosting brand awareness; it directly influences

patient inquiries and preferences.

A recent study from the American Medical Association
found “76% [of patients] said they were likely to ask a
health care provider about advertised drugs; 26% said
they had already done so.” They also market directly
to dermatology providers through traveling drug
representatives that breed good will with practices by

bringing lunches or sponsoring speaker dinners.

Through building patient affinity with direct-to-consumer
advertising while promoting clinical effectiveness to
providers, pharma companies connect patients desperate
for relief with providers overwhelmed by high-volume
practice environments. This leads to overuse of these
high-cost treatments, even when more cost-effective

alternatives may be appropriate.

Biologics Advertisements
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Economic implications
for health plans and employers

The aggressive marketing strategies employed by pharmaceutical companies have dramatically increased the utilization

of biologics, positioning these treatments as the fastest-growing segment of specialty drugs. As the healthcare landscape
evolves, the financial implications of specialty drugs—particularly biologics—are becoming increasingly significant and
concerning for health plans and employers. Even when rebates are calculated into rising spend estimates, these medications

are financially hurting sponsors’ bottom-lines.

Key trends and statistics highlight the impact on healthcare spending:

Indirect Costs

Indirect costs significantly add to the economic burden of chronic conditions like eczema and psoriasis, impacting
individuals’ lives and workplace productivity. A 2013 study estimated that productivity losses from chronic
conditions, such as psoriasis, totaled $36 billion annually—adjusted for inflation and population growth, this now
exceeds $59 billion annually, averaging over $5,400 per individual. Similarly, a 2006 study attributed 20% of the total

economic burden of eczema to indirect costs.

These losses arise from:
* Presenteeism: Reduced work output caused by physical or mental impairments like itchiness or discomfort.
* Absenteeism: Time away from work due to severe flare-ups or medical appointments.
* Unemployment: Lost workforce participation in severe cases.

* Mental and Physical Health Challenges: The emotional toll of conditions like eczema and psoriasis that
undermine personal and professional functioning.

Eczema’s Groundswell Utilization Growth

Dupixent’s 2024 US eczema sales of $5.1billion Since 2020, biologic utilization for psoriasis has
exceeded analysts’ 2022 projections by $3.3 billion, surged at an annual growth rate of 19.7%, signaling
representing a 183% increase over forecasted figures. a shift toward more expensive treatment options.
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Drug Development Pipeline

Between 2005 and 2015, 29 drugs targeting
psoriasis or eczema achieved global
commercialization, with 10% comprising biologic
molecules. From 2015 to 2025, this number
jumped to 41drugs, 34% of which were biologics,
reflecting a focus on advancing high-cost
therapies. As of January 2025, 317 psoriasis

or eczema drugs are in active clinical trials,
spanning Phase 1to Phase 3, underscoring
continued investment and innovation in

treatments for these dermatologic conditions.

Prior authorization requirements

The prior authorization process, intended to ensure the
appropriate use of high-cost medications, often imposes
a significant administrative burden on healthcare
providers. When all options beyond first-line therapies

like topical steroids require prior authorization, the system
inadvertently incentivizes providers to prioritize the
paperwork for biologics—the most extreme yet efficacious
option. This dynamic can lead to an over-reliance on
biologics, even when alternative treatments might be more
clinically appropriate, highlighting the need for systemic
reform to better align authorization requirements with
patient care goals.

Insufficient value-based care models

Current reimbursement structures predominantly follow
fee-for-service models, which emphasize treatment
volume rather than outcomes. These models often lack

the infrastructure to fully support value-based care
initiatives, limiting opportunities for dermatologists to
adopt cost-effective approaches that could improve long-
term patient outcomes. Enhancing alignment between
reimbursement and patient-centered care is crucial to
effectively managing biologic costs while maintaining
high-quality care.

ZestHealth.com
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PMPM Spending Increase

Health plans have seen a 24% increase in per-member-
per-month (PMPM) spending on biologics, reflecting
the escalating financial burden placed on insurers

and employers.

Projected Spending

Total specialty drug spending is forecasted to exceed
$500 billion by 2026, indicating an unsustainable

upward trajectory.

Market dynamics and access challenges
The biologics market remains concentrated among a few
major pharmaceutical companies, creating a competitive
environment that can limit innovation and contribute to
sustained high prices. This dynamic poses challenges

for dermatologists and patients seeking affordable and
accessible treatment options. Most notably there has been
limited adoption of biosimilars due to: large pharmaceutical
company rebates incentivizing formulary placement of
branded products, limited prescriber awareness, lack of
support from institutional dermatology societies, and less
financial assistance for patient access. Addressing these
barriers is essential for fostering a more equitable and
sustainable dermatologic care landscape.

Financial reporting

In partnerships with Health Plans and Employers, many point-
solution value-based care providers fall short by avoiding
upfront patient cost benchmarking and lacking robust digital
infrastructure, leading to financial discrepancies, delayed
payments, and cumbersome backend adjudication.

Zest’s Rx Insight Navigator transforms this process by
leveraging up-to-date pharmacy claims data and delivering
customized dashboards tailored to each partner’s unique
needs. This innovative platform provides transparent, precise
financial reporting at the individual level, streamlining
payment reconciliation, eliminating surprises, and building
trust in the future of value-based care.
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The Zest Approach

Improve access to care & reduce total spend

Zestremoves barriers to accessing timely care. This approach allows for
implementation of multiple interventions including treatment adherence
programs and non-pharmacological treatments that reduce reliance on costly,
long-term systemic therapies. By aligning care delivery with value creation for
all stakeholders rather than fee-for-service models, we produce exceptional

patient outcomes and experience while reducing the total cost of care.

What is Zest Health?

Zest is the leading value-based, virtual dermatology clinic dedicated to the comprehensive care of psoriasis, eczema, and
other chronic inflammatory skin and joint conditions. Our value-based approach ensures that patients receive clinically
validated treatment with the added convenience of next-day appointments and 24/7 access to our multidisciplinary team
of dermatology experts. We collaborate closely with patients to create personalized, cost-effective treatment plans that

prioritize their health and well-being.

With Zest, patients benefit from:

e®e Team of Dermatology Providers @ More Cost-Effective Treatment Approach
-,
[ = ]
A dedicated team of dermatology providers Accessible and responsive treatment plans
specializing in psoriasis and eczema care with helping over half of patients shift off high-
91% of patients reporting Zest is better than their costdrugs.

previous dermatology experience.

IZI Accessible, Convenient Care @ Clinically-Proven Relief
Next-day appointment availability and 24/7 83% of patients report improved quality of life,
messaging with your dedicated care team. with 49% experiencing clear or near-clear skin,

by their second follow up visit.
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Having navigated the complexities of psoriasis care myself, | created

Zest to remove obstacles like long wait times and inconsistent access.
We partner with employers and health plans to deliver high-quality
dermatology care that keeps our patients healthier and helps our

partners proactively manage rising pharmacy costs.

TAKE ACTION:

Lower biologics costs and
improve patient care

Schedule a consultation with our team to discover how
Zest can help you implement cost-effective strategies
that reduce reliance on expensive biologic treatments.

Contact us at

Olivia Deitcher
CEO & Founder of Zest

Get a complimentary claims
analysis of your pharmacy spend
Discover valuable insights into how Zest can help you

better manage costs, improve outcomes, and create a
more sustainable future for dermatology care.

partnerships@zesthealth.com
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