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Agenda

 How are prescription drugs priced?

 Specialty Drug Increases

 Generic Drug Increases



Pharmacy Pricing 101

Average Wholesale Price $100

- Discount -16%

Ingredient Cost $84

+ Dispensing Fee +$1

Gross Cost $85

- Member Copay/Deductible -$25

Amount Paid $60

- Rebate -$6

BCBSVT Post-Rebate Cost $54

• “List Price”

• Called “AWP”

• Set by manufacturer

• High rate of inflation

• Negotiated with PBM

• Largely remains the same for 

life of the three year contracts



Drug Definitions

 Brand Drugs
o Drugs with patent protection and there is one manufacturer

o About 14% of all prescriptions but about 32% of the cost

 Generic Drugs
o Drugs without patent protection and there are multiple 

manufacturers

o About 85% of all prescriptions but only about 27% of the cost

 Specialty Drugs
o Type of brand drugs that are high cost and require special 

handling and care to treat rare conditions.

o About 1% of all prescriptions but about 41% of the cost



Specialty Drug 
Price Increases



Brand Drug Inflation

 Driven by 

increases in 

specialty drug 

prices, the prices 

for brand drugs 

across the U.S.  

have been 

growing much 

faster than 

inflation



Increasing Impact of Specialty Drugs
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 BCBSVT’s Rx trend is significantly higher than its medical trend due 

to historically high specialty drug trends.

 Specialty drugs have gone from being 13% of BCBSVT’s Rx cost in 

2008 to 42% in 2015.



Distribution of Scripts
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 While the number of specialty scripts has doubled over 

the years, they are still a very small portion of the total.



Specialty Drug Price Inflation
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 The cost per script for specialty drugs has tripled over 

the last seven.
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Common BCBSVT Specialty Drugs

Humira

242 patients

$7.6M

Harvoni

52 patients

$9.8M

Enbrel

184 patients

$5.1M

Copaxone

78 patients

$4.5M

Tecfidera

50 patients

$2.6M

Revlimid

13 patients

$1.4M

Xolair

24 patients

$0.5M

Juxtapid

2 patients

$0.8M



BCBSVT Specialty Drug Inflation

 Humira & Enbrel are seeing large price increases 

due to expected biosimilar competition

 Gleevec will lose its patent in 2016



Orphan Drugs

 Intended to treat diseases so 

rare that companies are 

reluctant to develop them 

under usual marketing 

conditions

 Pharma gets tax credits on 

clinical trials, FDA fast 

tracking, reduced registration 

fees and 7 years of marketing 

exclusivity.







Biosimilars

 A biopharmaceutical drug designed to have active 

properties similar to one that has previously been 

licensed
o “Generic Drug :: Brand Drug” as “Biosimilar :: Specialty Drug”

 New to the U.S. via the Affordable Care Act

 Expected to cost 25%-30% less than specialty drugs

 First biosimilar (Zarzio) was approved in March 

2015 and reached the market in late summer.



Biosimilars Timeline

 It took a while for biosimilars to get a pathway 

to approval in the U.S.

 Pathway created by the ACA; passed in 2010



Biosimilar Opportunities

 Biosimilar drugs available in Europe are 15%-75% 

less expensive than specialty equivalent.
o Average = ~25%-30% less expensive than specialty versions



Generic Drug 
Price Increases



Overview

 Generic drugs, overall, are growing at a much 

slower pace than brand drugs.
o 2014 generic drug inflation = 3.5%

o 2015 generic drug inflation = 3.2%

 Some generic drugs have seen massive price 

increases
o Doxycyline - $1.97 per day in 2012   $10.16 per day in 2015

o Daraprim - $11.00 per day in 2012   $750 per day in 2015

o Thiola - $50.40 per day in 2012     $797.98 per day in 2015



Doxycycline

 In 2013, Teva, Mylan, Actavis, and Hikma

Pharmaceuticals all ceased production of 

doxycycline.

 This occurred at the same time there was a 

shortage of tetracycline.

 This resulted in an increased demand for 

doxycycline just as supplies were dropping.

 The result was large price increases.



Daraprim

• Treats toxoplasmosis which is a deadly 

parasite to patients with a compromised 

immune system such as cancer and AIDS 

patients.

• Released in 1953 and has been a generic 

drug since the 1970s.

• Turing Pharmaceuticals, headed by Martin 

Shkreli raised the price 5,000% in Sept.

• The media finally 

caught onto the 

story of 

pharmaceutical 

price inflation.



Impact to 
Employers



Impact on Local Hospital

• 2 Harvoni patients and 1 Thiola patient = $528,000 increase

• Total employer cost increase was $453,000OBSERVATIONS

30



24

Impact on Local Savings Bank

74% 74% 71%

24% 24% 28%

2% 2% 1%

2014 2015 Book of Business

Percent of Prescriptions

Traditional Wellness Specialty

22% 19%

45%

11%

7%

22%

66%
74%

33%

2014 2015 Book of Business

Percent of Plan Paid

Traditional Wellness Specialty



Questions?


