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A snoring
market awakens
Candesic’s Floris Wentholt,
Dr Joe Taylor and Marc Kitten
explore the market for CPAP in
obstructive sleep apnoea

O

bstructive sleep
apnoea (OSA) is a
major and growing
healthcare problem
that affects 4% of
the population.
In more than a
hundred million people worldwide, OSA
has serious and wide ranging consequences
for health and wellbeing. Recognition of the
problem is rising amongst clinicians and the
general public, whilst the cost of addressing
problem is falling – meaning this is a market
with the potential to see explosive growth
over the next five years.
OSA results in poor health and
wellbeing
Sleep apnoea involves the temporary
collapse of tissues in the airway, reducing
or completely preventing the flow of air
into the lungs. The result varies in severity
from the common phenomenon of snoring
to people whose sleep is disrupted many
dozens of times a night by short periods
where no air can get into the lungs.
A good night’s sleep is essential to our
psychological and physical wellbeing. Being
‘tired all the time’ is one of the most common
complaints of people visiting their GP, and it’s
a very unpleasant feeling with implications
for family and work responsibilities. Whilst
there are a myriad of causes of fatigue, a lack
of sleep ranks first amongst them.
In addition to feeling pretty miserable and
increasingly forgetful, there are significant
physical health correlates of sleeping badly.
Cardiovascular health issues, including
44

heart attacks and strokes, are known to
be associated with OSA. Some evidence
also suggests a link to cancer, diabetes and
immunological diseases.
It is estimated the global economic costs
of moderate to severe OSA is in the region
of $65 billion – $160 billion annually,
although this is likely to be understating
the impact of OSA given that tiredness
and its associated poor productivity is
under-reported.
Improved diagnosis and effective
treatment of OSA is therefore not merely a
way to increase the quality of sleep, but of
medical importance with potentially vast
economic benefits.
CPAP is an important tool in the
treatment of OSA
Treatment of OSA involves both reducing
risk factors such as obesity, simple postural
improvement through the use of specially
designed pillows and in significant cases
employing continuous positive airway
pressure (CPAP) through the night.
A CPAP machine (figure 1) is a small
device that supplies a steady stream of
air, via a facemask worn during sleep, to
maintain an open airway. By pumping air
into the airway at a pressure tuned to the
severity and frequency of OSA, the machine
ensures the airway remains patent and sleep
uninterrupted by falling levels of oxygen
in the blood.
Needing little more than a constant power
supply and a reasonable ventilation in the
room, the CPAP machine is an effective
device, which can be set up and used with
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FIGURE 1: THE COMPONENTS OF A SLEEP APNOEA DEVICE
Item

Description

Approx.
replacement rate*

Approx. cost*
£

• The actual pump which
creates a positive pressure
• Requires a power source
during the night
• May require periodic
calibration.

CPAP
pump

Mask

• Masks to stabilize the
tube positioning
• Transposes positive
pressures to airways.

Tubing

Tubes that connect the
pump to the mask.

1,000

200

20

One off

Once a
year

Several
times a
year

*Will depend on the device
Sources: Company websites; Candesic analysis

FIGURE 2: THE SELF-SERVICE MODEL
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Sources: Candesic interviews, Candesic analysis
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FIGURE 3: THE GROWTH OF THE SLEEP APNOEA MARKET
EURm, Reimbursed market for CPAP packages, French LPPR*
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*Covers approximately 70% of the reimbursements done by France; excludes the civil servants and rural population
**In France, CPAP treatment episodes are accounted for as weekly care packages delivered by home care providers
Sources: LPPR; Candesic analysis
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ease in the home. The cost of a year’s
treatment with CPAP is close to £2,500 in
the first year, and approximately half that
in subsequent years.
The health benefits of CPAP treatment
are well established. The National Institute
for Clinical Excellence (NICE) estimates
that the regular use of a CPAP machine
reduces an OSA sufferer’s relative risks of
a cardiovascular event by 46%, a stroke by
49% and a road traffic accident by 31%. The
regular use of a CPAP machine has been
shown to increase a sufferer’s chances of
surviving a 14-year spell of OSA from 57%
to 72%, highlighting the dramatic impact
of this simple and relatively inexpensive
healthcare intervention.
The availability of CPAP varies
across Europe
OSA is a globally recognised condition, and
CPAP treatment is covered by statutory and
private health insurers following diagnosis
and prescription by a GP or specialist.
However, the model of CPAP access differs
markedly between countries, including those
in Europe.
In the UK (figure 2), patients are referred by
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their treating doctor for polysomnographic
tests, to determine the nature of their sleep
disturbance and potential benefit from
CPAP. Subsequently, a trial period with a
CPAP machine is initiated if appropriate.
The patient is loaned that machine for up
to five years, and it remains the property of
the funding NHS Trust.
The NHS finances the majority of CPAP
deployment and covers 100% of the costs
of the device and consumables. Regular
check-ups to both service the machine and
reassess the patients’ needs, are conducted
by the sleep clinic which initially prescribed
the machine.
The process is different in Germany and
France; the diagnostic process is the same as
in the UK, but following CPAP prescription
the patient interacts directly with home care
providers. Around 60% of CPAP treatment
costs are reimbursed with the patient paying
a small amount out of pocket. Home care
providers are remunerated directly by
government for delivering the associated
service package – delivering the CPAP
machine and its consumables, installing
it at the patient’s home and training the
patient to use the device. Home care

providers will buy the CPAP equipment from
device manufacturers.
The CPAP market is well
established and expected to
continue to grow
There is limited data available internationally
regarding CPAP treatment for sleep apnoea.
The figures for France (figure 3), the only
country to keep such records, suggest the
government pays out over EUR400 million
to home care providers annually. Based on
similar populations, the UK and German
governments would be expected to spend
not dissimilar sums.
The historical growth rate of CPAP
treatment has proven dramatic, with 10%
CAGR value and 16% CAGR volume growth
between 2006 and 2014. Market growth
will be driven by expanding sales volumes
resulting from two principal factors.
1. OSA diagnosis will become easier and
more common
Currently, around 18% of OSA sufferers
are diagnosed and only 14% of the total
estimated sufferers are treated with CPAP
(figure 4). It’s difficult for patients to
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FIGURE 4: AN UNDER-DIAGNOSED AND UNDER-TREATED CHRONIC DISEASE
Prevalence
of sleep apnoea, USA

Diagnosis rate

Medical
interventions

CPAP compliance

100% = 319m

100% = ~24m

100% = ~4.3m

100% = ~3.5m

100
90

No obstructive
sleep apnoea

80

82.5%

70

Lifestyle only
Surgery
Other
devices/Rx

Mild OSA
AHI ≥ 5

60

10%

Un-diagnosed

5

5
10
Noncompliant

40

Compliant

60

82

50

30
20
10
0

80

CPAP

40

0

OSA
AHI ≥ 15
Excl. OSAS

~3.5%

OSA
Syndrome

~4%

Diagnosed

10 20 30 40 50 60 70 80 90 100

18

Diagnosis

Compliance

Intervention

OSA Syndrome is the combination of frequent
episodes of apnoea and/or hypopnea and
functional impairment (e.g. drowsiness)

Of the ~23m addressable market,
only 2m are actively using CPAP
machines

* AHI = Apnoea-hypopnea Index, measuring the severity of Sleep Apnoea. Normal 0-4; Mild Sleep Apnoea 5-14; Moderate Sleep Apnoea 15-29 and
Severe Sleep Apnoea 30+
Sources: Harvard Medical School, The Price of Fatigue, 2010; Candesic analysis

FIGURE 5: EXAMPLES OF LEADING DEVICE MANUFACTURERS*
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Sources: Orbis; Company websites; Candesic analysis
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accurately self-report sleep apnoea given
they’re asleep; people don’t recognise
they have OSA for the same reasons that
many noisy sleepers are convinced they
don’t snore.
A good clinical history from a GP is
a pretty reliable means of diagnosing
OSA, especially with corroborating
reports from a bed partner. The current
reliance on sleep clinic observations
is unnecessary given the low cost of a
CPAP trial and the scarcity of specialist
sleep services.
Already some US insurers are
accepting home monitored measures
of sleep apnoea, including night time
measurement of the amount of oxygen
in the blood, as sufficient evidence to
reimburse CPAP. It is likely that as
technology becomes more available, less
expensive and home-monitored results
better understood, that this practice
will expand.
We have seen an explosion in sleep
apps on our phones; clinicians and
insurers will increasingly see mHealth
metrics as diagnostically valuable and
prescribe CPAP without sending patients
off to spend an uncomfortable night
in the sleep clinic. This change has the
potential to drive a massive surge in the
CPAP market.

2. The diagnosed prevalence of OSA is
on the rise
Cases of OSA will rise, driven by increased
diagnoses and underlying changes in key
risk factors.
Obesity and aging are strong correlates
of OSA, and as populations continue to
get older and fatter then more people
will suffer from OSA in their later years.
Perhaps more significantly, the
population’s awareness of OSA is
increasing and knowledge of the
transformative benefits of CPAP are on
the up. People who previously may have
accepted daytime fatigue as an inevitable
burden of old age are now self-referring
to seek a diagnosis of OSA.

CPAP manufactures will need to
negotiate reduced reimbursement
levels
The significant volume growth of CPAP
treatment resulting in significant pressure
on both reimbursement tariffs paid to home
care providers as well as on the selling price
of CPAP machines.
In France, the steep growth of CPAP in
past years, partially fuelled by past abusive
financial incentivisation of prescribers, has

caught the attention of the French regulator.
It has already cut reimbursement tariffs by
5% per year, forcing home care providers
to deliver the same comprehensive service
at a lower cost. Negotiations between home
care providers and device manufacturers
will dictate how much of the top-line
cut is passed on directly to the CPAP
device manufacturer. In the US, the CMS
competitive bidding program is putting price
pressure on the CPAP device and has led to
a c.30% decrease in prices charged by CPAP
equipment manufacturers.

Marc Kitten is a partner, Dr Joe Taylor an engagement manager and
Floris Wentholt an associate at Candesic. Candesic is a bespoke health
and social care consultancy made up of doctors, business experts and
academics. We are here to serve operators and investors.
mkitten@candesic.com / 020 7096 7680 / www.candesic.com
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Similar reimbursement pressure is
likely in other key markets. In Germany,
reimbursement tariffs paid to home care
providers are significantly higher than in
France. A similar all-inclusive package
for CPAP treatment provided for by home
care providers is remunerated at ¤20 a
week in France against up to ¤80 a week
in Germany. A number of reasons account
for this discrepancy, including the fact that
France has a well-defined data tracking
system and cost reduction strategy around
CPAP treatment, and that France has a
significantly higher number of sleep apnoea
sufferers on CPAP treatment. However, we
expect Germany to follow suit in reducing
CPAP remuneration as demand grows.
In the UK, CPAP devices are directly
purchased from device manufacturers by
individual NHS trusts. There is not yet open
pressure on CPAP equipment manufacturers
as there is currently no central procurement
framework and no competitive bidding
program for CPAP devices. However, the
NHS is well known to run competitive
tendering processes and the status of CPAP
treatment could well change in the future.
Given the current and expected pressure
on reimbursement tariffs, both service
providers and device manufacturers face
the challenge to reduce their costs or shift
their focus to lower cost CPAP devices.
The financial performance of respiratory
technology manufacturers (figure 5)
would suggest that scale, diversification
and focus on low cost favours better
financial performance.
Conclusion
As awareness of OSA becomes ever more
widespread, alongside public and clinical
recognition of its significant broad health
implications, we will see more CPAP in use.
This is a technology with a rare pedigree – a
proven, effective and relatively inexpensive
means of reducing the risk of death whilst
making life a lot more enjoyable for
millions of people around the globe who
would otherwise be ‘tired all the time’…
and worse. n
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