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Innovation for HIV/AIDS Patients
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HEPATITIS C
The leading cause of liver transplants and the 

reason liver cancer is on the rise – is now curable 
in more than 90 percent of treated patients.*

CANCER
New therapies have contributed to a 23% decline 

in the cancer death rate since its peak in 1991. 
Today, 2 out of 3 people diagnosed with cancer 
survive at least 5 years.**

HIGH CHOLESTEROL
America’s biopharmaceutical companies are 

currently developing 190 medicines to treat heart 
disease, stroke and other cardiovascular diseases. 
New PCSK9 inhibitors have revolutionized high 
cholesterol treatment. Between 1991 and 2011, the 
death rate from heart disease dropped 46%.***

Gov. Hogan’s Cancer is in 
Remission, 30 Days After 

He Completed Chemo

Former President 
Jimmy Carter Says He is 

Free of Cancer

November 16, 2015

December 6, 2015
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On average, it takes more than  
10 years and $2.6B to research and develop a new medicine.*

BETWEEN 1998 AND 2014

Unsuccessful 
Attempts

Successful 
Attempts

123
Alzheimer’s Disease**

96
Melanoma***

167
Lung Cancer***

4
Alzheimer’s Disease

7
Melanoma

10
Lung Cancer

Just 

12%
of drug candidates that enter 
clinical testing are approved 

for use by patients

Developing New Treatments and Cures
Is a Complex and Risky Undertaking
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The Biopharmaceutical Sector is the 

SINGLE LARGEST FUNDER OF BUSINESS R&D 

IN THE UNITED STATES
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Total H eal th Spending  Growth Ra te Prescription Drug Spending G rowth Rate

• Government actuaries project prescription drug spending growth to remain between 6% and 8% through 
2025, in line with overall health care spending growth.1

• Sources: PhRMA analysis of CMS data1; RAND Corporation2; FDA3

96

*Total retail sales including brand medicines and generics

2014 saw a record 41 medicines approved by 

the FDA including a number of transformative 

medicines for debilitating diseases—as well as 

15.7 million Americans gaining coverage 

through the Affordable Care Act.2,3

12

In fact, after discounts and rebates, brand medicine prices 
grew just 3.5% in 2016.

Source: IMS Institute for Healthcare Informatics, National Sales Perspectives, May 2017 .

Estimated Net Price Growth Invoice Price Growth

Prescription Medicines: Costs in Context www.phrma.org/cost

Rebates and Discounts
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Initial Medicaid Costs for Medicines Greatly 
Overstate Costs Net of Rebates
• On average, about 63% of the initial cost of brand medicines is returned to states through rebates. 

• *Includes statutory rebates and supplemental rebates 
negotiated by states and Medicaid MCOs or their pharmacy 

benefits managers.

$37.00

$100.00 Initial cost of a brand medicine

How rebates dramatically lower costs for states:

Cost to Medicaid of brand medicine 

net of manufacturer rebates

Rebates from manufacturers repay Medicaid for about half of their initial ingredient costs for medicines. In 
addition to the rebate amount required by law, states and Managed Care Organizations (MCOs) often negotiate 
for additional rebates. Manufacturers may pay these rebates to obtain favorable placement for their medicines 

on preferred drug lists or managed care formularies.

- $63.00 Manufacturer rebates returned to Medicaid*

Congressional Budget Office. Options for Reducing the Deficit: 2017 to 2026. https://www.cbo.gov/sites/default/files/114th-congress-2015-2016/reports/52142-budgetoptions.pdf 

Published December 2016. Accessed M arch 2019.

Increased Use of Medicines Reduces 
Medicaid Medical Utilization
• Increased use of medicines among Medicaid patients decreases Medicaid medical Utilization.

• Note: All results are statistically significant (p<0.05)

Percent Impact of a 1% Increase in Prescription Drug Utilization can Decrease Medical 

Utilization in Medicaid by as Much as1,2

-22%
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-10%
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Hopsitalizations Outpatient Visits ED Visits

Blind/Disa bl ed

Other Adults

1. Roebuck, M ark, C., PhD, Kaestner, Robert, J., PhD, & Dougherty, Julia, S., PhD. Impact of M edication Adherence on Health Services Utilization in M edicaid. M ed Care 2018; 56: 266–273

2. Utilization change based on largest change among examined condition groups: congestive heart failure, dyslipidemia, diabetes, asthma/COPD, depression, and schizophrenia/bipolar 

disorder
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Patent Cliff
Competition From Generics and Biosimilars Is Expected to Reduce US 
Brand Sales by $105 Billion From 2018 to 2022• .

• Source: IQVIA Institute20

97

Lower Brand Invoice Spending Due to Loss of Exclusivity (in Billions), 2013-2022

2013-2017:  $74 Billion

2018-2022:  $105 Billion*

*Figures may not sum due to rounding.

Actual Projected
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Insurers and PBMs have a lot of leverage to hold down 
medicine costs.

Negotiating power is increasingly concentrated among
fewer pharmacy benefit managers (PBMs).

Top 3
Market Share:

70%

22%

24%

24%

30%

OptumRx/Catamaran*

CVS Health (Caremark)

Express Scripts

All Other

Note: OptumRx and Catamaran merged in 2015. Their 2014 shares are shown combined.

Source: Drug Channels Institute. 

Prescription Medicines: Costs in Context www.phrma.org/cost

Insurers determine:

FORMULARY
if a medicine is covered

TIER PLACEMENT
patient cost sharing

ACCESSIBILITY
utilization management through 
prior authorization or fail first

PROVIDER INCENTIVES
preferred treatment guidelines 

and pathways

96
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1919

62.6%
18.5%

12%

6.9%

Brand Companies

Market Access Rebates and Discounts

Statutory Rebates and Fees

Supply Chain Entities

1/3 of brand medicine list prices rebated back to 
payers, government or retained by supply chain

Rebates, discounts and fees are increasing 
for brand medicines

2013 2014 2015

$67.0
B

$84.6B

$106.4B

Berkeley Research Group

20

Cost sharing for nearly 1 in 5 brand 
prescriptions is based on list price 

More than half of commercially insured 
patients’ out-of-pocket spending for brand 

medicines is based on the full list price

And too often negotiated savings do not make their way 
to patients.

48%

39%

13%

52%

Copay

Deductible

Coinsurance

Prescription Medicines: Costs in Context www.phrma.org/cost

Source: Amundsen Consulting Group study.



5/28/19

11

21

Certain commercially insured patients could save $145 to more than $800 annually.

Sharing negotiated discounts with patients would increase 
premiums about 1%.

NOTE:  Plan cost includes medical and pharmacy claims

*HDHP = High-deductible health plan

Prescription Medicines: Costs in Context www.phrma.org/cost

Change in Plan Costs with Shared Rebates

PLAN TYPE

Traditional PPO Copay HDHP* Coinsurance HDHP

Net Plan Per Member Per Month Spend $433.91 $374.41 $372.89

Change in Plan Costs $ $0.82 $2.62 $3.84

Change in Plan Costs % 0.2% 0.7% 1.0%
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Key Takeaways
• Total prescription medicine spending is expected to remain constant at about 

14% of total health care expenditures from 2015 through 2025 even as many 
new treatments reach patients.

• Less than half of all net spending on prescription medicines – or about 7% of 
total health care spending – goes to brand biopharmaceutical manufacturers . 

• 10% is from brand and generics. (7% brands / 3% generics).

• 4% is from other supply chain entities.

• Federal government actuaries report retail prescription medicine spending grew 
just 1.3% in 2016, less than one-third the rate of overall health spending growth.

• 90% of all prescriptions filled in 2016 were generics, up from 80% in 2011. IMS 
projects that $140 billion of U.S brand sales will face competition from generics 
of biosimilars between 2017 and 2021. There is no similar type of cost 
containment for other health care services.

• Claims from PBMs, payers, and others about “skyrocketing prices” of medicine 
almost always focus solely on list prices, which are not reflective of actual 

23
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Let’s Talk About Cost

24
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New Access and Affordability Platform: Meet MAT

• Broadens the Partnership For Prescription Assistance 

(PPA) considerably to help uninsured as well as those 
with limited coverage.

• A search engine to connect patients with medicine-

specific financial assistance programs

• Resources to help patients navigate their insurance 
coverage

• Information about the cost of medicines

• Serves as a resource for patients, caregivers and 

health care professionals

26
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Questions??

sbrigner@phrma.org

Medicaid Price Controls
• As a condition of a drug being covered by Medicaid, drug manufacturers pay a rebate to the states 

and the Centers for Medicare & Medicaid Services based on a statutory formula.

58 

• *Certain brand medicines are subject to a different rebate percentage.

Price Controls in Medicaid Are Manifested Through the Rebate Program

4. Congressional Budget Office. Letter to Senate Finance Committee Chairman Chuck Grassley (R-IA). June 21, 2005. 

5. Congressional Budget Office. How the M edicaid rebate on prescription drugs affects pricing in the pharmaceutical industry. Washington, DC: CBO; 1996. 

www.cbo.gov/sites/default/files/cbofiles/ftpdocs/47xx/doc4750/1996doc20.pdf. Accessed January 2015.

6. M ACPAC. M ACStats: Exhibit 28. M edicaid Gross Spending and Rebates for Drugs by Delivery System, FY 2017. https://www.macpac.gov/wp-content/uploads/2015/11/EXHIBIT-28.-

M edicaid-Gross-Spending-and-Rebates-for-Drugs-by-Delivery-System-FY-2017.pdf. Published December 2018. Accessed M arch 2019.

In FY 2017, manufacturers paid Medicaid rebates totaling $34.9 billion.6
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Flow of Payment for a $3,000 HIV Medicine

29

• Diane’s coinsurance is calculated 
based on the medicine’s full 
undiscounted price, meaning she pays 
over $100.00 more than if her 
coinsurance was based on the insurer’s 
actual cost

• Specialty pharmacy is owned by the 
PBM, so the PBM earns a total of 
$522.25 on Diane’s prescription 
($308.00 + $214.25)

Assumptions:
• $3,000 list price per prescription
• 20% base rebate
• Patient pays 20% coinsurance


