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“How much do we spend on drugs?”

THE NATION'S HEALTH DOLLAR ($3.8 TRILLION), CALENDAR YEAR 2019,
WHERE IT WENT
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CENTERS FOR MEDICARE & MEDICAID SERVICES

Other Professional Services,
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Durable Medical Equipment,
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Services, 4% _Investment, 5%

Other Non-Durable
Medical Products,
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Public Health Activities, 3%

! Includes Noncommercial Research and Structures and Equipment.
?Includes expenditures for residential care facilities, ambulance providers, medical care delivered in non-traditional settings (such as community

centers, senior citizens centers, schools, and military field stations), and expenditures for Home and Community Waiver programs under Medicaid.

Mote: Sum of pieces may not equal 100% due to rounding.

SOURCE: Centers for Medicare & Medicaid Services, Office of the Actuary, National Health Statistics Group.

Prescription Drugs:
Covers the “retail” sales
of human-use dosage-
form drugs, biological
drugs, and diagnostic
products that are
available only by a

prescription.
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“Are we spending too much?”

AHIP

Guiding Greater Health

19¢

Prescription drug prices are out of control. Big pharmaceutical companies are charging Americans
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Blue Cross is taking action to make
prescription drugs more affordable
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“Don’t we spend more than every other country?”
Pharmaceutical spending, Total, % of health spending, 2020 or latest available
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“Does non-retail matter?”
Real Net Drug % of Healthcare, 2018
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High-level factors drive most of the differences

Retail, Non-retail

Rebates

Patient Out of Pocket (OOP)
Administrative costs and margins

Drug Share of I 0 For a Specified
Health Care Cost Population

Health Care Cost

» Non-personal health care costs  Privately insured,
(e.g. NIH, CDC) Medicare, Medicaid,
« Services typically not included in All-payer
private health insurance (e.g. * Exclusions (e.g.,
dental, vision, long-term care) continuous enrollment)
* Timeframe
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There are large differences between list prices and the amounts
spent by payers and patients or received by manufacturers

Differences Between Various Spending Levels for U.S. Prescription Medicines in 2020, US$Bn
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Diverse measures of medicine spending also experience differing

trends over time
Medicine Spending at Selected Reporting Levels, US$Bn
5-year CAGR
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Change in total manufacturer net revenues are primarily driven
by new products and brand volume

Net Manufacturer Revenues and Growth 2015-2020, All Channels, US$Bn
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Protected brand list prices increased 4.4% in 2020, while net
prices decreased -2.9% - the fourth year at or below the CPI

Wholesaler Acquisition Cost (WAC) Growth and Net Price Growth for Protected Brands
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Out-of-pocket costs for patients were $77 billion in 2020
Aggregate Patient Out-of-Pocket Cost for Medicines Dispensed in Retail and Non-Retail Settings,
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Overall, 8% of patients reach annual out-of-pocket costs above $500

compared to 17% in Medicare largely due to benefit design

Patients by Annual Prescription Out-of-Pocket Cost in 2020
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Source: IQVIA LAAD Sample Claims Data, Dec 2020

The Use of Medicines in the U.S.: Spending and Usage Trends and Outlook to 2025. Report by the IQVIA Institute for Human Data Science.
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How do we improve drug expenditure statistics for policy-

making?

Know what is included and excluded

- Retail/non-retail; brand/generic; insurance-claims/cash; total
population/segment; denominator

Understand whose cost is being measured
- Patient out-of-pocket; wholesaler; hospital; pharmacy; insurer; final payer

Recognize the role of rebates
- Confidential and significant; PBMs; 340(b); Medicaid; commercial plans

Timeliness and forecasting

- New drug introductions; loss of exclusivity for small molecules and biologics;
changes in treatment pathways

Track what isn’t spent as well as what is
- Abandoned prescriptions; non-refills; delayed treatment

Statistics for

outcomes
and impact??
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For more information

www.IQVIAlnstitute.org
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Drug Expenditure
Dynamics 1995-2020

UNDERSTANDING MEDICINE SPENDING IN CONTEXT

Available online at www sciencedinect.com
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SPINDING AND USAGE TREMNDE AND QUTLOOK TO 2025

Reconciling the Seemingly Irreconcilable: How Much Are We

Spending on Drugs?

Michael Kleinrack, MA *, lﬁmbﬂly\l}em:h MA ', Lisabeth Buelt, MPH °, Murray Aitken, MEA ',

Robert W. Dubois, MD, PhD ©

VLA Inseitute for Human Data Sciemce, Plymouth Meeting, PA, USA; *The Notional Pharmaceutical Council, Washingtan, B¢, USA

AESTRACT

b Estimates of drug spending are often central o the
pablic policy debate on how to manage healthcare spending in the
United States. Nevertheless, common estimates of prescription drug
spending vary substantially by zaurce, which can inhibit productive
policy dizlague. Objectives: Ta revew pmﬂy reported estmates of

drive the substantial vasation in estimates of prescription drug
spending. Methods: We systematically evaluated § estimates of drug
spending o identify differences in the underlying meshodological
inputs and appreaches. To unifarmly assess and compare estimates,
we develaped a model to ideniify the inputs of 3 primary companents
amociated with each estimate: numerator [How i drug cost
measired?), densminatar [How i healthcare cost measured?), and
population (What group of individuals is included in the measure-
‘ment?). We then applied 5 to cach

impertant Emitations. Resubts: We found that the 188 percentage
point range in the publicly reported cstimates is inasely
attributed to methodological differences. Reconciling estimates using
a =t ized methadological appran huces this range t 4.0
percentage points. Conclusions: Because variation in estimates of
drug spending is primarily driven by methadclogical differences,
smbehoiders should seek to establish @ munally agreed upon
‘methedelogical appreach that is appropriate for the palicy question
at hand w provide a sound besis for health spending policy
discussions.

Keywords: annual expenditures, health spending, pharmaceuticals,
private insurance

Capyright © 2018, 15P0R-The Professional Society for Health Econceics
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estimate to assess whether variation among estimates could be
recanciled. We then conducted a sensitivity amalysis to address

article under the CC BY-NC-ND license [hetpo//creativecommans. org/
licerses/by-nc-nd/A0).

Intreduction
The Centers for Medicare & Medicaid Services [CMS) Office of the
Actuary projerts that health spending will grow 5.5% annually
from 2017 to 2026 and represent 19.7% of gross demestic product
in 2026.° Concern sbout the sustainability of this growth has
ignited a multistakeholder public palicy debate on how best to
manage healthcare spending This debate raises the fallowing
questions: How much spending is too much? What percent of the
gross domestic product should go to healtheare? How can the
wvalue of the healtheare dollar be maximized?

As stakeholders wrestle with thess questions,

administration ook specific aim at prescription drug pricing,
issuing a public request for information en potential policies that
will realign the US health system to promote the development of
affordable innovations that imprave health outcomes and lower
th l feare” b ki
dialogue on this topic and consider policies for managing the
portion of spend attributed to prescription drugs, it prompts the
‘question “What percent of overall healtheare expenditures is
attributed to prescription drugs?™

Upan review of the literature, there are mubtiple, wide-ranging
answers to this qmm The CMS actuasies estimate that pre-

attention is often paid to the partion of spending atiributable to
various sectors of the healtheare system, including hospitals,
‘home healthcare, and prescription drugs. In May 2018, the Trumg

seription drug 2016 ($328.6 billion) repres=nt 3 8%
of national health expenditures ($3337.2 billion). This estimate,
‘however, i in sharp contrast to other frequently cited estimates
of drug spending, such as America's Health Insusance Plans'

Sousce of financial support: This project was funded by the National Fharmaceutical Cou
* Address correspondence to: Kimberly Westrich, MA, The Mational Pharmaceutical D:uncll 1747 Pennsylvania Avene, N, Suite

800, Washington, DC 20006
E-mail: kwestrich@npenow.org
1098-3015 - see ight & 2018, 1SPOR—The

for Health ics and Outcomes Research. Published

oy Elsevier Inc. This is an open access article under the CC BY-NC-ND license 0.
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