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Multiple Entities Benefit When 
Drug Pricing/Spending Increases in The U.S.

Biopharmaceutical Companies

Hospitals

PBMs/Insurers

Academicians

Providers

Public Payers

Wholesalers

Brokers/Consultants
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Vertical Integration on Steroids
90K 
MDs

40K MDs, NPs & 
PharmDs
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What Do PBMs Do?
Judge, Jury and Prosecutor

Process prescriptions at the retail level

•Rebates

•Fees of all types

•Administrative requirements

•Tiering

Negotiate with biopharmaceutical companies

•Formulary design, including formulary exclusions

•Copay, co-insurance, or deductible

•Patient out-of-pocket requirements/amounts

•Patient Steering

•Accumulators/Maximizers

•Spread pricing

Develop drug benefit design

•Dispense specialty drugs
•White bagging

Specialty Pharmacies

GPO’s – Rebate Aggregators
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PBM Shift in Profitability
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What is the Impact of Drug Spending on Premiums?

Insurers Claim
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https://www.ahip.org/resources/where-does-your-health-care-dollar-go

https://www.dmhc.ca.gov/Portals/0/Docs/DO/SB172021Report.pdf 

Data Demonstrates
• California DMHC – SB 17
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Biopharmaceutical Spending in The U.S.
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What Really Drives Out-of-Pocket Spending?

AGE POOR HEALTH
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What About Brand Name Medicine Prices?
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What is the Amount of 
Rebates/Fees/Concessions Collected by PBMs/Insurers
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Are U.S. Brand Drug Prices Greater Than Those of 
Comparable Developed Countries?

Note: US prices are average point-of-sale price, which reflects discounts from the wholesale price, but not 
manufacturer rebates. Comparable Country Average is average price from Germany, Netherlands, Switzerland, 
and the United Kingdom.
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Humalog Price Evolution – U.S. Senate Finance Data

United States Senate Finance Report on Insulin Pricing, https://www.finance.senate.gov/imo/media/doc/Grassley-Wyden%20Insulin%20Report%20(FINAL).pdf 
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Who Benefits From All of the Concessions?
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Allocation of All Concessions by PBMs in Texas

% to Issuer % to PBM % to Patient

• Texas Department of Insurance – Texas Insurance Code 1369.502

https://www.commerce.senate.gov/services/files/61891DE9-AB7F-4325-97C3-531B4C0C8D7B

https://www.tdi.texas.gov/reports/life/documents/2019-hb2536-pbm.pdf
https://www.tdi.texas.gov/reports/life/documents/2020-hb2536-pbm.pdf
https://www.tdi.texas.gov/reports/life/documents/2021-hb2536-pbm.pdf
https://www.tdi.texas.gov/reports/life/pharmacy-benefit-managers-2022.html 
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Who Is An Issuer?

https://cutt.ly/5TLK3ce
https://cutt.ly/ATLKIiM
https://twitter.com/PopovianPharmD
https://conquest-advisors.com/


https://cutt.ly/5TLK3ce https://cutt.ly/ATLKIiM

Health Matters Podcast
Apple Podcasts: https://cutt.ly/5TLK3ce  Spotify: https://cutt.ly/ATLKIiM 

@PopovianPharmD

Conquest-Advisors.com

rpopovian@gmail.com
Twitter: @PopovianPharmD

Conquest-Advisors.com

Studies Claim That Pharmacies End Up With A Significant 
Percentage of The PBM Negotiated Concessions
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Focus On Generic Medicines
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 

https://healthpolicy.usc.edu/wp-content/uploads/2018/03/2018.03_Overpaying20for20Prescription20Drugs_White20Paper_v.1-4.pdf

https://healthpolicy.usc.edu/research/u-s-consumers-overpay-for-generic-drugs/https://stories.usatodaynetwork.com/sideeffects/state-report-pharmacy-middlemen-reap-millions-from-tax-funded-medicaid/ 

USC Research Shows Costco Beats Medicare in 
Generic Drug Savings Nearly 50% of the Time

https://jamanetwork.com/journals/jamainternalmedicine/article-
abstract/2781810?guestAccessKey=89d9de51-fc11-4451-97aa-90b352b7867b&ut
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Inflation Reduction Act (IRA)

• The Inflation Reduction Act (IRA), signed into law on August 16, 2022

• IRA introduces significant changes to the U.S. healthcare system, affecting 
medication pricing, healthcare spending, patient affordability, and access to 
medications. 

• Like any complex federal legislation, the IRA carries both benefits and drawbacks, 
impacting different stakeholders—including patients, biopharmaceutical companies, 
and pharmacy benefit managers (PBMs)—in various ways.

https://cutt.ly/5TLK3ce
https://cutt.ly/ATLKIiM
https://twitter.com/PopovianPharmD
https://conquest-advisors.com/


https://cutt.ly/5TLK3ce https://cutt.ly/ATLKIiM

Health Matters Podcast
Apple Podcasts: https://cutt.ly/5TLK3ce  Spotify: https://cutt.ly/ATLKIiM 

@PopovianPharmD

Conquest-Advisors.com

rpopovian@gmail.com
Twitter: @PopovianPharmD

Conquest-Advisors.com

Inflation Reduction Act (IRA)

• $2,000 Annual Out-of-Pocket (OOP) Cap for Seniors

• Elimination of OOP Costs for Vaccines Under Medicare Part D

• Capping Medicare Part D “Base Beneficiary Premium” Increases at 6% 
Annually

• Medicare Drug Price Negotiations (Maximum Fair Price – MFP)

• Inflation Penalty on Drug Price Increases

• Shift in Financial Risk to PBMs

• Leveling of OOP Payments

• Shorter Exclusivity for Small Molecules (9 Years) vs. Large Molecules (13 Years)

• Capping Insulin OOP Costs

Inflation Reduction Act (IRA)
Key Provision
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Inflation Reduction Act (IRA)
Potential Outcomes

• Increased Financial Exposure for PBMs

• Reduced PBM Profitability Due to Lower Rebates and Fees because of lower list 
prices

• No Immediate Relief at the Pharmacy Counter
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Inflation Reduction Act (IRA)
Potential PBM Responses

• Increase patient cost-sharing by raising patient out-of-pocket expenditures

• Request additional concessions from manufacturers.

• Increase administrative barriers, such as prior authorization and step therapy, that 
reduce access to medications.

• Raise premiums and OOP costs to the maximum allowable amount.

• Demand concessions for medications that previously did not require them, such as 
vaccines.

• Demand additional concessions from manufacturers for drugs not included in the 
MFP price-setting list.

• Exclude certain drugs from formularies, thereby restricting patient access.
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Pioneer Institute
Inflation Reduction Act (IRA) Tool

• As described, PBMs may need to make changes in the delivery and pricing of the Part D benefit to 
maintain their current level of profitability. 

• Possibly to mitigate the profit fallout of reduced rebate revenues for medicines with an MFP, PBMs 
could increase patients’ OOP costs for those medicines, change tiers for medicines, or impose 
administrative requirements, amongst other changes.

• Since we don’t know which path they would take, we decide to begin the process of monitoring the 
patient out-of-pocket costs and changes in administrative burden or tiers.

• The tier and administrative burden data is from CMS

• OOP data is from IQVIA 

• We intend to further evaluate changes incorporated by PBMs as we expand the capabilities of the 
tool.

• In addition, we intend to consistently update the list of drugs as they go under MFP price setting.
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Pioneer Institute
Inflation Reduction Act (IRA) Tool
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Pioneer Institute
Inflation Reduction Act (IRA) Tool

https://cutt.ly/5TLK3ce
https://cutt.ly/ATLKIiM
https://twitter.com/PopovianPharmD
https://conquest-advisors.com/


https://cutt.ly/5TLK3ce https://cutt.ly/ATLKIiM

Health Matters Podcast
Apple Podcasts: https://cutt.ly/5TLK3ce  Spotify: https://cutt.ly/ATLKIiM 

@PopovianPharmD

Conquest-Advisors.com

rpopovian@gmail.com
Twitter: @PopovianPharmD

Conquest-Advisors.com

Pioneer Institute
Inflation Reduction Act (IRA) Tool
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Pioneer Institute
Inflation Reduction Act (IRA) Tool
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Pioneer Institute
Inflation Reduction Act (IRA) Tool Key Findings

• The OOP average cost increased in total for all of the MFP medicines that were included in 
the analysis

• The average OOP cost across all nine MFP drugs increased by $23.91, from $74.51 to 
$98.42.

• The average OOP cost for all nine MFP medicines increased by 32%.

• The OOP costs increased specifically for seven of the nine medicines with a negotiated MFP

• Cost increases ranged from $10.56 to $316.81.

• Of the two medicines that did not have OOP increases, one faced new competition from 
biosimilars that only became available in 2025. All four of the largest PBMs increased OOP 
costs for six of the seven medicines with cost increases; one medication had OOP increases 
from only three of the PBMs.
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Pioneer Institute
Inflation Reduction Act (IRA) Tool Key Findings

MFP Drug 1Q2024 1Q2025 % Increase in OOP % Increase in List Price in 2025

Eliquis $     77.99 $  106.10 36% 2.00%

Enbrel $  583.56 $  900.37 54% 7.00%

Entresto $     69.77 $     86.48 24% 2.50%

Farxiga $     71.22 $  103.49 45% 3.00%

Januvia $     51.21 $     61.77 21% -42.40%

Jardiance $     60.66 $     85.30 41% 3.00%

Xarelto $     85.73 $  105.54 23% 5.00%
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Could the Inflation Reduction Act 
Maximum Fair Price (MFP) Hurt Patients?

• Results:
– Patients’ copay amount would increase by $235 to $482 million for 

apixaban and $105 to $206 million for rivaroxaban. 
– Such an increase could lead to 169 000 to 228 000 patients 

abandoning apixaban and 71 000 to 93 000 abandoning rivaroxaban. 
– The resulting morbidity and mortality could include up to an 

additional 145 000 major cardiovascular events and up to 97 000 
more deaths.

• Conclusions:
– IRA could impact patients negatively if it causes PBMs to increase 

patients’ out-of-pocket costs for medicines. 
– Policymakers should closely monitor changes in overall affordability, 

including all patient out-of-pocket expenditures,

https://jheor.org/article/125251 
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340B - Program Growth
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340B - Contract Pharmacies
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Recent Minnesota Department of Health Report on 340B

• While three drugs generated the most 340B revenue for hospitals, the most commonly prescribed 
drug (80,000 prescriptions) in the MN 340B program is oxycodone

• The state’s largest hospitals benefited most from 340B, accounting for over $500 million of the $630 
million in revenue from the program.*

•  $120 million in revenue (about 16% of revenue) went to “external administrators” which are likely 
contract pharmacies and PBMs. 

• The largest recipient of 340B revenue was the University of Minnesota Medical Center, which 
secured $129 million in revenue from retail prescriptions.  According the the RAND Corporation, this 
hospital provided only about $10 million in charity care.

*Note:  Most hospitals failed to report office-administered drugs to state officials for the report, likely omitting 
80% of prescriptions and significantly underestimating 340B revenue for hospitals. 
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FTC Findings - 1
• The pharmacy benefit management (PBM) market is dominated by a few large 

companies that are integrated with major health insurers and pharmacy chains.

• This concentration gives PBMs significant control over drug prices and access.

• PBMs prioritize their own pharmacies, harming independent pharmacies and raising 
drug costs.

• Evidence shows that PBMs use their market power to create complex contracts that 
disadvantage smaller pharmacies and patients.

• PBMs and drugmakers sometimes agree on rebates that block access to cheaper 
generic drugs.
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FTC Findings - 2
• The Big 3 PBMs heavily marked up specialty generic drugs at their own pharmacies.

– 63% had markups over 100%, and 22% had markups over 1,000%.

• More profitable specialty generic drugs were dispensed more often at PBMs’ 
pharmacies than independent ones.

• The Big 3 PBMs’ pharmacies earned over $7.3 billion in revenue above acquisition 
costs for these drugs.

• PBMs also profited significantly from spread pricing on specialty generics.

• Top specialty generics made up a large portion of the Big 3 PBMs’ parent companies’ 
business.

• Spending by health plans and patients on these drugs grew by double digits 
annually.
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• Get Rid of Rebate Contracting as It Creates Misaligned Incentives

• De-link PBM Fees From Retail Price of Medicines

• Institute Anti-Steering Laws

• Reform Principles of Formulary Development
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• Patients Should ONLY Benefit from Patient Assistance Programs

• Patients Should NOT be Penalized for Cash Acquisitions That Lower Their Out-of-
Pocket Costs

• Pharmaceutical Companies Ought to Account for Prices they Set for New Products
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