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A Lot of Healthcare Players Have Their Hand in the 
Drug Pricing/Spending Cookie Jar!

Biopharmaceutical Companies

Hospitals

PBMs/Insurers

Academicians

Providers

Public Payers

Wholesalers

Brokers



Almost 50% of Brand Name Spending is Retained by 
the Supply Chain



List to Net Price Differential



List to Net Price Differential
“Average price growth for 2019 was 
0.2% compared to 1.6% in 2018; 
2019 showed the slowest price 
growth since 1972.”
https://altarum.org/sites/default/files/uploaded-publication-
files/January%202020%20Price%20Brief.pdf

“2.3% , trend for commercial plans in 
2019, driven by a 1.4% increase in 
utilization and a 0.9% rise in unit 
cost”

“<1%, increase in unit cost for 
commercial plans, even as list prices 
for brand drugs jumped 5.2%”
https://www.express-scripts.com/corporate/drug-trend-
report#2019-by-the-numbers

https://altarum.org/sites/default/files/uploaded-publication-files/January%202020%20Price%20Brief.pdf
https://www.express-scripts.com/corporate/drug-trend-report#2019-by-the-numbers


Rebates Growing Faster than 
Medicare Part D Spending

4.2%

12.5%

11%

15%

Growth in Medicare Part 
D Spending From
2017-2018 = - 5%

https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/ReportsTrustFunds/Downloads/TR2019.pdf Table III D3

https://www.cms.gov/Research-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/ReportsTrustFunds/Downloads/TR2019.pdf


It’s Not Just About Rebates!



Concessions Paid to the Middlemen
From 2013– 2018 rebates/fees paid by biopharmaceutical companies has increased by ~100%



Concessions Paid to the Middlemen
by Pharmacies



List Prices GO UP – Net Prices GO DOWN
Who Benefits? Where Does the $ Go?

Source: Eli Lilly and Company, 2018 Integrated Summary Report. Available at 
https://investor.lilly.com/static-files/ae580ba4-5d84-4862-a5d2-99a1d784d7a8.

https://investor.lilly.com/static-files/ae580ba4-5d84-4862-a5d2-99a1d784d7a8


More Insulin Price Distortion
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https://www.americanactionforum.org/research/insulin-cost-and-pricing-trends/

https://www.americanactionforum.org/research/insulin-cost-and-pricing-trends/
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List Prices GO UP – Net Prices GO DOWN
Who Benefits? Where Does the $ Go?

Source: Eric Topol, Twitter (https://twitter.com/EricTopol/status/1200850777524166658/photo/1)



Questions of Interest



What Drives OOP Spending?
UTILIZATION POOR HEALTH

https://www.progressivepolicy.org/issues/the-prescription-escalator-the-real-reason-why-americans-pay-more-for-drugs-eachyear-why-they-are-so-upset-and-what-can-be-done-about-it2/

https://www.progressivepolicy.org/issues/the-prescription-escalator-the-real-reason-why-americans-pay-more-for-drugs-eachyear-why-they-are-so-upset-and-what-can-be-done-about-it2/


Is Medicaid Spending for RX Drugs Out of Control?



Do Rebates Impact List Prices?

• Drug rebates and list prices are positively correlated: On average, a $1 increase in rebates is associated 
with a $1.17 increase in list price.

• Rebates play a role in increasing drug prices, and reducing or eliminating rebates could result in lower list 
prices and reduced out-of-pocket expenditures for some patients.

https://healthpolicy.usc.edu/research/the-association-between-drug-rebates-and-list-prices/

https://healthpolicy.usc.edu/research/the-association-between-drug-rebates-and-list-prices/


What is the Impact of Biopharmaceutical Spending 
on Healthcare Premiums?

“Pharmaceutical 
expenses may be the 
factor most open to 
exploitation by health 
plans searching for a 
Trojan horse with which 
to usher in excessively 
priced insurance rates.” 

Consumers Union - SF

https://www.dmhc.ca.gov/Portals/0/Docs/DO/sb17.pdf

The California Department of Managed Healthcare (DMHC) via Senate Bill (SB) 17 
requires health plans and health insurers that file rate information with the DMHC 
or the California Department of Insurance (CDI) to annually report specific 
information related to the costs of covered prescription drugs.

DO NOT DISTRIBUTE

https://www.dmhc.ca.gov/Portals/0/Docs/DO/sb17.pdf
https://www.dmhc.ca.gov/Portals/0/Docs/DO/2018SB17PrescriptionDrugTransparencyReport.pdf


What % of All Concessions Do PBMs Pass Back 
to the Plan Sponsors or Patients?
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https://www.tdi.texas.gov/reports/documents/drug-price-transparency-PBMs.pdf

Aggregate data from 19 PBMs the data was collected under House Bill 2536, passed by the 2019 
Texas Legislative Session. The Texas Department of Insurance did not audit the data; instead, the 
agency is reporting the data as reported by the PBMs. 

https://www.tdi.texas.gov/reports/documents/drug-price-transparency-PBMs.pdf


How Much Do Patients Save if PBMs Share the Savings?

• Consumers already seeing average savings of $130 per eligible 
prescription in 2019

• Programs strengthen prescription drug adherence by up to 16%, lead 
to improved patient health

https://www.optum.com/about/news/successful-prescription-drug-discount-program.html

https://www.optum.com/about/news/successful-prescription-drug-discount-program.html


Are Generic Prices Increasing In the U.S.?

Observations:
• 2007-16 prices for generic RX drugs fell by nearly 80%, same period, 

consumer out of pocket CPI for generics fell roughly 50% - IOW, consumers 
didn't fully benefit from generic price declines

• 2007-16 according to BLS, the drug CPI increased by 44% - from 2013-16 
concessions paid to middleman by Pharma increased by 56% - IOW based on 
conservative estimation rebates/fees/concessions outpaced RX pricing CPI

https://www.nber.org/papers/w26120?utm_campaign=ntwh&utm_medium=email&utm_source=ntwg30

https://www.nber.org/papers/w26120?utm_campaign=ntwh&utm_medium=email&utm_source=ntwg30


Do Patients and States Overpay for RX Medicines?

A report commissioned by 
Ohio Medicaid showed the 
spread between what the 
state paid the PBMs and what 
they paid pharmacies added 
up to $224 million in 2017

1. http://www.dispatch.com/news/20180610/side-effects-series-on-prescription-drugs
2. https://www.bloomberg.com/graphics/2018-drug-spread-pricing/?srnd=premium
3. https://healthpolicy.usc.edu/wp-content/uploads/2018/03/2018.03_Overpaying20for20Prescription20Drugs_White20Paper_v.1-4.pdf

Spread Pricing Claw back

Almost one quarter of filled pharmacy 
prescriptions (23%) involved a patient copayment 
that exceeded the average reimbursement paid 
by the insurer 

Total overpayments amounted to $135 million 

http://www.dispatch.com/news/20180610/side-effects-series-on-prescription-drugs
https://www.bloomberg.com/graphics/2018-drug-spread-pricing/?srnd=premium
https://healthpolicy.usc.edu/wp-content/uploads/2018/03/2018.03_Overpaying20for20Prescription20Drugs_White20Paper_v.1-4.pdf


Does Rebate Contracting Create Mis-Aligned Incentives?

“72% of Part D formularies had a lower cost-sharing tier and 30% of Part D formularies had 
fewer utilization controls on branded drugs for at least one multisource drug.” 
https://jamanetwork-com.eu1.proxy.openathens.net/journals/jamainternalmedicine/fullarticle/2728446

“17 of the largest health plans covered biosimilars as preferred in only 14% of formulary 
decisions. In 33% of cases, biosimilars were designated as “non-preferred” by the insurer.” 

https://jamanetwork-com.eu1.proxy.openathens.net/journals/jama/article-abstract/2766151

https://jamanetwork-com.eu1.proxy.openathens.net/journals/jamainternalmedicine/fullarticle/2728446
https://jamanetwork-com.eu1.proxy.openathens.net/journals/jama/article-abstract/2766151


Do PBMs Control Coverage, Access and Distribution?



Summary of Potential Solutions?

• For Immediate Fix: Share the savings directly with the patients at 
the point of sale at the pharmacy counter

• Long Term Fix: Get rid of contracting via rebates and go to net price 
contracting

• Longer Term Fix: Mandate fees for services instead of % of retail 
price (ensure fees are for legitimate services)

• Ensure lower priced alternatives are preferred and not the other 
way around 

• Beware of monopolies in the supply chain
• Pay for Outcomes
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