Nice job: 97/100

To:  U of MN Venture Capital

Author:  XXXX XXXXXXX
Date: March 3, 2008

RE:  Market Size Opportunity for Treatment of Lower Back Pain 

Background:

Lower back pain is one of the most prevalent ailments in today’s working adults as demonstrated by being only second to the common cold for why employees refrain from going to work and take sick leave.
  In total, over 40% of all absences from work are attributable to back pain.  Lower back pain’s prevalence has been estimated to be account for 10 million sufferers in North America on any single given day.
  The number of people in need of some treatment in order to alleviate their pain is impressive, and it is commonly known that an improvement over current treatment options is greatly needed.  Generating a solution to this troubling problem has great potential to make dramatic improvement in the quality of life of many individuals and save between $50 and $100 billion of lost salaries for employers.1 

There are some very established methods of treatment for lower back pain that are widely used today but most are widely considered insufficient.
  Some examples of current approaches include diet and exercise/physical therapy, psychological treatment, oral medications, intrathecal drug delivery, and neuroablation.
  While physical and mental treatment clearly have their role in all cases, it is not an area of focus that will likely allow for dramatic change and influence over the patient base living with lower back pain.  A significant amount of previous competitor knowledge and barriers to entry block new pharmaceutical advancement as a key opportunity for leaps in treatment efficacy.  Neuroablation, a treatment in which electrical stimulation is used in order to block the sensation of pain, is currently used in practice, however today’s technologies have not yet proven acceptably effective and remain relatively invasive.   

Neuroablation Now is a product concept that currently resembles a technology similar to medical devices such as pacemakers, and it offers the opportunity for significant advancement that could result in dramatic improvement in the treatment of lower back pain.  Its premise is to deliver a product to physicians that could be literally “taken home the day of diagnosis” by their patients and allow for patch like conductors outside the skin to deliver the electronic signals that would eliminate their lower back pain.  There would be no procedural risks such as the lead implantation associated with current devices, and the product will be effective at eliminating back pain rather than only mitigating it.

Market Projections:

There are several different categories of lower back pain that have been defined in order to better segment the patient base.  The one that is most relevant to the opportunities associated with neuroablation is for those patients that have experienced pain that has lasted for more than 2 weeks.  There have been many various studies attempting to define the number of people with lower back pain lasting more than 2 weeks and the general conclusion from them has been that approximately 5.6% , as seen in figure 1.0, of all people in North America meet this criteria.  This results in a population of 178 million people.1  

Figure 1.0 Surveyed Prevalence of Lower Back Pain (LBP)1
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While this therapy would be developed to be directly inserted into the world wide market, North America alone will be used as a basis to assess market size largely due to the fact it is the most well studied for occurrence of lower back pain sufferers.  Using only North America is likely a conservative estimate of the market potential, but it will represent one of the highest priced markets.  It is also important to note that patients in North America are very likely to have access to the necessary resources in order to utilize this technology.  For example, many different sub-sectors of the industry will need to be drawn upon in order to make this program successful such as government oversight and approval for reimbursement, a well educated physician base, a long term medical device manufacturing plan, and a patient base that has the financial means either independently or through insurance coverage. 

It is unrealistic to assume that the entire 178 million people suffering from lower back pain would utilize this newly developed treatment.  We will use an estimate of 15% of that population represents a realistic sub-group that would not be finding acceptable results with time, physical therapy, or drugs.  This results in a patient base of 26.7 million people.  In addition, it is important to assume that not all of the available market would reside with our branded Neuroablation Now therapy, so an estimated range of 10-20% of the available market share will be used.  Given that it will be anticipated this medical device will cost similar to that of pacemakers, it can be expected our device would sell for approximately $10,000 a piece.
  This results in a market share producing revenue opportunity between $27 and $53 billion (26.7 million people X (10% or 20%) X ($10,000).  Medical device industry has often expected a 30% gross margin on their products.  Using this standard, if the development program would cost on the order of $500 million and only 1% (versus our planned 10%) of the available neuroablation market purchased our device in the first five years it could pay for itself with a revenue of $801 million (26.7 million people X 1% X $3,000).  This is an impressively large market opportunity.
Market/Industry Acceptance:

It is important to note, that not only will this technology service a significant medical need, but it will also serve to resolve billions of dollars in lost sick pay for many employers.1  Given the impact this breakthrough technology could have on many business’s work force and bottom line, it is expected that it would receive significant support from many industries.  This could lead towards substantial coverage in health insurance plans as well as a joined voice for coverage in government funded programs like Medicare and Medicaid.
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