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Spending on Medicines Is a Small and Stable Share of Total 
Health Care Spending

Prescription medicines 
account for just

In 2022, per capita spending 
on medicines* grew, below 

inflation, at

2.5%
* Excludes spending on COVID-19 vaccines and treatments 

Source:  Altarum, IQVIA, 2023. 
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Projected US Health Care Expenditures Attributable to 
Retail and Nonretail Prescription Medicines, 2021-2028

Note: Nonretail prescription medicines are those purchased through physicians’ offices, clinics and hospitals and are typical ly administered to the patient by the provider. Retail prescription 

medicines are those filled at retail pharmacies or through mail service.

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

of total health care spending

14%
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More than 1/2 of Brand Spend on Medicines Goes to Other 
Stakeholders, not Patients (and not the Manufacturers)
Rebates, discounts and other payments made by brand manufacturers reached 
$256B in 2022.

Source:  Berkeley Research Group, 2022. Source: Drug Channels Institute, March 2022.

Percent of Total Spending on Brand 
Medicines Received by Manufacturers 

and Other Entities, 2020

Payments from brand manufactures to 

payers, middlemen, providers and 

other stakeholders tripled between 

2012 and 2021
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Patients Often Do Not Directly Benefit From Negotiated 
Rebates and Discounts Paid by Manufacturers
Prices paid by wholesalers, pharmacies, pharmacy benefit managers (PBMs), and health plan 
sponsors vary and are determined by negotiations between stakeholders, each with varying 
degrees of negotiating power. 
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Reduce Cost-Related Barriers by Ensuring Patients Directly Benefit
from Rebates and Discounts on Medicines at the Pharmacy Counter

“[T]he goal of point of sale (POS) 

discounts is to use a portion of the 

rebate to deliver lower out-of-pocket 

costs directly to eligible members, 

and help make prescriptions more 

affordable at the pharmacy counter.”

According to UnitedHealth, employers who 

have opted to share discounts with patients 

at the point of sale have seen results: 

Saved patients $130 per eligible 

prescription, on average

Improved patient adherence by 

up to 16%

SOURCE: Optum, Jun 2019. Point of Sale Discounts Mean Lower Costs; UnitedHealth Group, Successful Prescription 

Drug Discount Program Expands to Benefit More Consumers at Point-of-sale, March 2019. 
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Avg. Rebate: 
46%

Avg. Rebate: 
22%

Competition and Aggressive Payer Negotiations Reduce Net 
Drug Costs 

2013 2014 2015
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U.S. payers will save $4 billion this year 
thanks to hepatitis C cost-cutting deals, a 
trend the PBM takes credit for starting.

---Steve Miller, Senior Vice President & CMO 
of Express Scripts

October 2013: FDA 
approves 

SOVALDI
October 2014: FDA 

approves 

HARVONI

December 2014: 
FDA approves 

VIEKIRA PAK

July 2015: FDA 
approves 

DAKLINZA and 

TECHNIVIE

Discounts and rebates significantly reduce the net prices of brand medicines.  This is particularly true when new 

medicines enter the market.  Payers and PBMs leverage competition and negotiate lower prices through the 

aggressive use of formulary restrictions and the threat of coverage exclusions.

Sources:  E. Wasserman.  “Gilead Zooms Past AbbVie in Hep C Race With UnitedHealth Deal.”  FiercePharma. January 29, 2015; A. Fein. “What Gilead’s Big Hepatitis C 
Discounts Mean for Biosimilar Pricing.”  Drug Channels. February 5, 2015.
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Source: Roebuck MC, Liberman JN. Assessing the burden of Illness of chronic hepatitis c and impact of direct-acting antiviral use on healthcare costs in Medicaid. Am J 
Manag Care. 2019;25(suppl 8):S131-S139.

By 2019, the total cumulative 

costs of HCV medicines 

since the introduction of 

curative interferon-free DAA 

therapy were fully offset by 

the total cumulative savings 

in health care costs resulting 

from avoided disease 

complications in Medicaid. By 

2020, Medicaid realized an 

estimated $12 billion in 

cumulative savings. 

Hepatitis C Medicines Produce Savings in Medicaid
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Biopharmaceutical Industry Does the Majority of 
Research to Advance Basic Science Into New Medicines
An estimated 8% ($2.9 billion) of the 2018 NIH budget supported clinical trials involving new or existing 
drugs, alone or in combination with other interventions. In comparison, the US biopharmaceutical industry 
invested $102 billion in R&D in 2018. 
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Estimated Savings Per Dollar Spent on Medicines 

for Adherent Commercially Insured Patients with 

Common Chronic Condition 

Prescription 
Medicines Can 
Lower Health 
Care Costs by
Reducing the 
Need for More 
Costly Medical 
Services

Every $1 spent on medicines for 
adherent commercially insured patients 
with common chronic conditions saves 
up to $10 in avoidable health care 
services, like emergency department 
visits and hospitalizations. 
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SOURCE: M.C. Roebuck, et al. “Medication Adherence Leads to Lower Health Care Use and 

Costs Despite Increased Drug Spending.”  Health Affairs 30 no. 1 (2011): 91-9.
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Policies That Help Patients Pay Less

$
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