Exploratory Research in Clinical and Social Pharmacy 13 (2024) 100406

Contents lists available at ScienceDirect

Exploratory Research in Clinical and Social Pharmacy

OPEN ACCESS

journal homepage: www.elsevier.com/locate/rcsop

ELSEVIER

Prescription drug spending by payer: Implications for managed care

Yousef Chavehpour ?, Rajesh Balkrishnan ", Joel E. Segel "

 Department of Health Policy and Administration, Pennsylvania State University (YC, JES), State College, PA, USA
b School of Medicine, University of Virginia (RB), Charlottesville, VA, USA
¢ Penn State Cancer Institute, Pennsylvania State University (JES), Hershey, PA, USA

ARTICLE INFO ABSTRACT

Keywords:
Prescription drugs
Drug spending
Top-selling drugs

Background: Brand-name prescription drugs are an important driver of prescription drug spending, but different
payers may bear these costs differentially necessitating different policy goals for each payer. But little is known
about how the top 10 selling drugs in the U.S. impact spending across payers.

Objective: To estimate the differential spending burden of top prescription drugs on Medicaid, Medicare, com-
mercial coverage, and out-of-pocket (OOP) spending.

Methods: The percentage of total prescription drug spending, total spending, total prescriptions, and average cost
per prescription overall and for each of the following payers — Medicaid, Medicare, private insurance, and OOP —
was calculated for each of the top 10 selling prescription drugs using 2017-2019 Medical Expenditure Panel
Survey data.

Results: These 10 prescription drugs accounted for average annual spending of $83.4 billion and 19.0% of all
prescription drug spending. Medicare tended to contribute the highest fraction of spending. The average annual
cost per prescription ranged from $500 for Advair to $7400 for Tecfidera. Significant variation in the average
annual number of prescriptions filled was observed, ranging from 1.4 million for Tecfidera to 13.6 million for
Lantus.

Conclusions: The findings highlight the significant impact of the top 10 selling prescription drugs on U.S. pre-
scription drug spending. The wide variation in per prescription cost as well as contribution to each payer's
prescription drug burden emphasizes how policies targeting top-selling drugs may differentially impact payers as

well as how payer-specific policies may differ substantially even for top selling drugs.

1. Introduction

Prescription drug expenditures in the U.S. have been consistently
increasing for years"” and are a growing concern for the American
healthcare system as it can lead to higher premiums, unaffordable out-
of-pocket (OOP) costs, and may limit access to care for patients.’ > In
2021, retail prescription drug spending reached $378 billion, or $1147
per capita, representing 9% of all healthcare expenditures.' In addition,
according to a recent report by the Congressional Budget Office, the
average price of a prescription for brand-name drugs doubled in the
Medicare Part D program between 2009 and 2018, while it increased by
50% in Medicaid.” Two important drivers of the recent growth in pre-
scription drug spending are the approval of expensive new therapies and
the increasing prices of existing drugs."® While, brand-name drugs
constitute only 10% of all prescriptions in the U.S., they represent a
substantial 72% of drug spending.*

A relatively small fraction of top-selling prescription drugs account
for a significant share of the overall growth in total expenditure,
emphasizing the importance of focusing on top-selling drugs in order to
understand prescription drug spending.” ° A Kaiser Family Foundation
report highlighted a small percentage of drugs covered under Medicare
Part B and Part D command a disproportionate share of program re-
sources. In Medicare Part D, the 10 highest-selling drugs, for which no
generic or biosimilar alternatives existed in 2019, accounted for just
0.3% of all covered products, yet represented 16% of total Part D
spending for that year.'® Beyond Medicare, Wineinger et al. (2019)
found the median annual cost increase for 49 high-volume brand-name
drugs was 9.5% from 2012 through 2017.° Even within Medicaid,
spending on the top 18 brand-name drugs increased 173% from $3.6
billion in 2015 to $9.9 billion in 2019."

Despite extensive documentation of rising prescription drug pri-

ces, %2 a nuanced understanding of how specific high cost prescription
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drugs differentially impact different payers (e.g., Medicaid, Medicare,
private insurers, and consumer OOP spending) is still lacking. Pre-
scription drug spending and growth varies considerably across payers.
Commercial health insurance (including Medicare Advantage plans)
accounted for the highest share of spending at 45% (or $166.4 billion in
spending) in 2019, with an annual growth rate of 5.7% over the past two
years.(’ Meanwhile, Medicare covered 28% ($103.5 billion) of pre-
scription drug spending and experienced growth of 5.8% per year.
Finally, OOP spending represented 15% ($55.4 billion) and grew by
2.6% per year.® This variation highlights the importance of delving
deeper into the patterns of spending for top-selling prescription drugs
and how these patterns differ across payers.

As policymakers and payers consider how to best address the high
cost of prescription drugs, a critical issue is understanding patterns of
spending for top-selling prescription drugs and how they both overlap
and differ across payers. For example, some top-selling drugs may be of
particular importance for only a subset of payers. Others may impact
multiple payers. These patterns have important implications for how
policy approaches may differentially impact certain payers. Therefore,
this study aimed to analyze the utilization and spending of 10 top-selling
prescription drugs in the U.S. by payer, specifically Medicaid, Medicare,
private insurance, and OOP payments, using nationally representative
data from the Medical Expenditure Panel Survey (MEPS).

2. Methods
2.1. Data sources and sample selection

Medical Expenditure Panel Survey data for the years2017-2019
were used. This survey collects information on sociodemographics,
health care utilization, and health care spending from a nationally
representative sample of the U.S. civilian, non-institutionalized popu-
lation. These data include information on prescription drugs taken
including type, dosage, and payment for each prescription from phar-
macies and online or mail order. Injectables, infusion drugs, and those
omitted due to confidentiality reasons such as orphan drugs or drugs
prescribed to fewer than 200,000 individuals are not included in
MEPS. ' In order to identify the 10 top-selling prescription drugs for the
2017-2019 period, the International Quality and Value Institute Advi-
sors (IQVIA) National Sales Perspectives database and Evaluate Pharma
company were used, which are widely recognized sources for identifying
top-selling prescription drugs.'* '® The reason for utilizing both sources
was to create a more comprehensive list of top-selling prescription drugs
during that specific timeframe. Appendix A contains a list of these pre-
scription drugs and the conditions they primarily treat.

2.2. Statistical approach

Within each year of MEPS and for each of the top 10 selling pre-
scription drugs, the total number of prescriptions filled and average cost
per prescription were tabulated. Total spending per drug was calculated
using the overall person-level weights developed by MEPS. To produce
estimates that represent the national population, the survey weights
allow the aggregation of individual level spending to the population
level.'® For each drug, the fraction of total prescription drug spending
the specific drug represents as well the fraction of spending borne by
each of the following payers — Medicaid, Medicare, private insurance,
and OOP (including those with health insurance) were calculated.

Finally, for each prescription drug, its relevant importance to each
payer was examined. First, the total payer-specific spending for each
drug was calculated. Second, the fraction of total of payer-specific
spending each drug represents (e.g., a value of 1.5% means the drug
represents 1.5% of all prescription drug spending for that payer) was
calculated. All spending was in 2019 dollars adjusted using the CPI
prescription drugs.'’
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3. Results

Overall, the top 10 selling prescription drugs included in this study
annually accounted for 71.6 million total prescriptions for average
annual spending of $83.4 billion or 19.0% of all prescription drug
spending (Table 1). Nearly a quarter of the spending was for Humira. A
significant variation in the average annual number of prescriptions fil-
led, ranging from 1.4 million for Tecfidera to 13.6 million for Lantus was
observed. A considerable variation was also observed in the average
annual cost per prescription, which ranged from $500 for Advair to
$7410 for Tecfidera. These overall numbers however mask considerable
variation in per drug spending by payer.

Medicare tended to contribute the highest fraction of spending for
several prescription drugs, including Lantus, Eliquis, Januvia, Lyrica,
Advair, Xarelto, and Victoza (Fig. 1). Of the total spending for these
drugs, Medicare represented 43 to 62% of spending for each drug
(Fig. 1). For each of these seven prescription drugs, the next highest
contributor was private health insurance followed by either out-of-
pocket spending (Eliquis and Xarelto) or Medicaid (Lantus, Januvia,
Lyrica, Advair, and Victoza). The remaining three exhibited different
patterns. Private coverage was the highest payer for Humira (70.4% of
spending), Tecfidera (86.6% of spending), and Enbrel (49.4%).

For each of the top 10 selling prescription drugs, Table 2 displays the
total spending by payer as well as the percent of all payer-specific pre-
scription drug spending that drug represents (e.g. 1.6% means that the
drug represents 1.6% of all prescription drug spending for that payer). In
total, the top 10 prescription drugs led to $4.3 billion in Medicaid
spending, equivalent to 8.7% of all Medicaid spending on prescription
drugs. However, compared to other payers the top 10 selling drugs made
up a relatively smaller fraction of overall Medicaid prescription drug
spending (8.7% compared to 19%, 24.7%, and 13% in Medicare, Private
and OOP, respectively). Among payers, private coverage was the largest
for the top 10 prescription drugs, spending $42.8 billion, followed by
Medicare at $28.0 billion (Table 2).

Humira and Tecfidera were the top two prescription drugs with a
combined spending of $35 billion, equivalent to 8.0% of overall
spending on all prescription drugs (Table 1). These two drugs also top-
ped the list for private payer with annual spending of $26.6 billion,
which accounted for 15.3% of total private prescription drug spending
(Fig. 1). Medicare spending on these prescription drugs amounted to
$5.0 billion, which was equivalent to 3.4% of Medicare's overall pre-
scription drugs spending. Individuals spent $2.3 billion OOP on these
prescription drugs, representing 4.8% of total annual OOP prescription
drugs spending). However, Medicaid spending on Tecfidera was less
than $100 million, and Humira's spending was around $500 million,
which was 1.0% of all Medicaid spending on prescription drugs
(Table 2).

Medicare spent $4.1 billion annually on Eliquis, which represented
2.8% of all Medicare prescription drug spending (Table 2). Eliquis was

Table 1
Number of prescriptions, average and total spending of top 10 selling pre-
scription drugs in the U.S. from 2017 to 2019.

Rank  Name Number of Cost per Total Overall
prescriptions prescription spending Spending
(million) (€3] (billion $) (%)

1 Humira 3.7 6560 24.7 5.7

2 Tecfidera 1.4 7410 10.3 2.3

3 Lantus 13.6 590 8.0 1.8

4 Eliquis 11.2 590 6.8 1.5

5 Enbrel 1.3 5250 6.6 1.5

6 Januvia 9.0 710 6.5 1.5

7 Lyrica 9.6 600 5.7 1.3

8 Advair 10.2 500 5.1 1.2

9 Xarelto 7.4 640 4.9 1.1

10 Victoza 4.2 1150 4.8 1.1

Total 71.6 83.4 19.0
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Fig. 1. Total annual spending and payer-specific spending of top 10 selling prescription drugs in the U.S., 2017-2019.

Table 2

Payer-specific total spending and percentage of total payer RX spending for the top 10 selling prescription drugs, in the U.S. from 2017 to 2019.

Medicaid Medicare Private Out-of-Pocket

Name Total Percent of Name Total Percent of Name Total Percent of Name Total Percent of
spending total spending total spending total Private spending total OOP
(billion $) Medicaid Rx (billion $) Medicare Rx (billion $) Rx Spending (billion $) Rx Spending

Spending Spending

Lantus 0.8 1.6 Eliquis 4.1 2.8 Humira 17.7 10.3 Humira 2.2 4.6

Lyrica 0.7 1.4 Lantus 3.8 2.6 Tecfidera 8.9 5.0 Eliquis 0.8 1.7

Advair 0.5 1.1 Humira 3.7 2.6 Enbrel 3.3 2.0 Lantus 0.6 1.3

Januvia 0.5 1.0 Januvia 3.5 2.3 Lantus 2.5 1.5 Enbrel 0.5 1.1

Humira 0.5 1.0 Lyrica 2.6 1.8 Januvia 1.9 1.1 Advair 0.5 1.1

Victoza 0.5 0.9 Xarelto 2.4 1.6 Lyrica 1.8 1.1 Xarelto 0.5 1.1

Enbrel 0.4 0.9 Victoza 2.3 1.5 Victoza 1.8 1.0 Januvia 0.4 0.8

Xarelto 0.2 0.4 Advair 2.2 1.5 Advair 1.8 1.0 Lyrica 0.3 0.7

Eliquis 0.2 0.4 Enbrel 2.1 1.4 Xarelto 1.6 0.9 Victoza 0.2 0.5

Tecfidera 0.0 0.0 Tecfidera 1.3 0.8 Eliquis 1.5 0.9 Tecfidera 0.1 0.2

Total 4.3 8.7 28 19.0 42.8 24.7 6.2 13.0

Note Total spending is aggregated using person-level weights. Prescriptions drugs are ordered by payer-specific total spending (highest to lowest). Rx — prescription

drug.

also the most frequently prescribed drug for Medicare, with 7.2 million
prescriptions and average cost of $563 per prescription (as listed in
Appendix B). In comparison to other payers, Medicare also spent a
higher proportion on Lantus and Januvia which together accounted for
$7.2 billion of Medicare's spending on prescription drugs (representing
4.9% of all Medicare spending on prescription drugs).

Among the top 10 prescription drugs, private payers outspent
Medicare on only three drugs, namely Humira, Tecfidera, and Enbrel.
These three drugs accounted for a total of $29.9 billion in annual
spending, while Medicare spent a combined $7.1 billion on them. Pri-
vate payers' annual spending on Enbrel was significantly higher than
that of other payers, amounting to $3.3 billion, or 2% of total private
prescription drug spending. Meanwhile, Medicare spent $2.1 billion,
followed by $0.5 billion and $0.4 billion for Medicaid and OOP,
respectively.

4. Discussion

The top 10 prescription drugs accounted for a significant proportion
of all prescription drug spending, with average annual spending of $83.4
billion (19%). Humira had the highest annual spending with $27.7
billion, accounting for 5.7% of total prescription drug spending;

followed by Tecfidera and Lantus with $10.3 and $8.0 billion, respec-
tively (2.3 and 1.8% of overall annual spending on prescription drugs).
However, significant variation across payers was also observed. Medi-
care tended to be the payer that represented the highest fraction of
spending, although the exception was private insurance in the cases of
Humira, Tecfidera, and Enbrel.

It was also observed that spending patterns by payer varied by drugs.
Some drugs, such as Humira and Lantus, represented a significant share
of spending across all payers. Others had greater impacts on a subset of
payers. For instance, Eliquis accounted for $4.1 billion spending to
Medicare, which was the drug that had the highest expenditure within
Medicare. Yet, it was near the bottom of the top ten for both Medicaid
and private payers. Eliquis' high place in OOP spending is likely driven
by Medicare patient cost-sharing. Lyrica, on the other hand, was the
second highest spending to Medicaid but much lower for other payers.
For private payers, spending was heavily concentrated on only three
drugs— Humira, Tecfidera, and Enbrel (annually $29.9 billion, or over
17% of all private prescription drug spending).

To our knowledge, this is the first comprehensive study to investigate
the impact of the top 10 selling drugs in the U.S. on spending across
various payers, using data from a nationally representative survey.
While there are a limited number of studies that focus on top-selling
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drugs or specific drugs for a particular payer using retail data, our
research fills a significant gap. For instance, a study using data from
2015 to 2019 revealed that the total retail spending by all payers on the
top 18 brand-name drugs in 2019 amounted to $120.1 billion, with
Medicaid's aggregated gross spending being $9.9 billion."" Similarly, a
report by the Kaiser Family Foundation, using IBM MarketScan Claims
data, indicated that in 2016, Medicaid and Medicare each allocated
approximately 16% of their drug expenditures to their top 10 drugs,
compared to 18% for large employers.'” Similarly, the present study also
found that Medicaid and Medicare spent 8.7% and 19%, respectively, on
their top 10 prescription drugs.

The findings of this study have important implications for prescrip-
tion drug policies aimed at controlling drug spending by payer. For
example, the recently passed Inflation Reduction Act (IRA) includes
three key policies to reduce prescription drug costs: allowing Medicare
to negotiate select drug prices, limiting drug price growth to inflation,
and repealing the drug rebate rule.’’ Unsurprisingly, this is likely to
differentially impact certain drugs. While there may be spillovers to
other payers, these results indicate that the impact of policies on con-
trolling drug prices and spending can vary by drug and payer. This
variation is particularly important when Medicaid beneficiaries and
OOP spending have the potential to benefit from the spillover effects of
such policies. Broader payer-specific policies may be important to
ensure access to and affordability of top-selling drugs.

Furthermore, the rising share of Medicaid spending allocated to a
limited number of high-cost drugs has prompted the implementation of
several Medicaid-specific drug pricing strategies aimed at controlling
spending. These strategies include drug spending caps and enhanced
negotiations for additional rebates on high-priced drugs.??> A more
nuanced understanding of whether the increased spending is driven by
volume or price as well as which specific drugs contribute to the
spending increases, would facilitate the development of more tailored
policies. In addition, individual states have adapted unique approaches
to address their specific prescription drug spending. For example,
certain states have established prescription drug affordability boards,
which consult international reference rates to set upper payment limits
or impose penalties on manufacturers for unjustified price increases.”!
These policies have the potential to be more effective if payers target the
primary drivers behind their prescription drug spending.

To build on these findings reveal that alterations in spending on the
top 10 prescription drugs can yield varying impacts on different payers,
there is the following thought experiment. Suppose there were a 1%
reduction in spending on each these top ten drugs. This would translate
to substantial savings: $43 million for Medicaid, $280 million for
Medicare, $428 million for private insurances, and $62 million for OOP
spending. Furthermore, focusing on Humira, as the top-spending drug, a
1% decrease in this spending would correspond to a decrease of
approximately $4.7 million for Medicaid, $39.0 million for Medicare,
$173.9 million for private insurance, and $22.5 million for OOP
spending. Similarly, targeting Eliquis as Medicare's top spending drug, a
1% decrease in its spending would result in a reduction around $1.7
million for Medicaid, $41.8 million for Medicare, $14.5 million for
private insurance, and $8.4 million for OOP spending. These examples
underscore the significant and distinct impacts that reductions in
spending on these top drugs can have on various payers.

4.1. Limitations

This study has some limitations that must be acknowledged. First,
MEPS only provides information on prescription drugs purchased from
pharmacies (including online and mail order). Thus, these analysis does
not include specialty drugs that are primarily administered by providers.
Second, due to confidentiality concerns, MEPS does not include infor-
mation on drugs taken by fewer than 200,000 individuals, which in-
cludes some top selling drugs (e.g., Revlimid). Third, the analysis was
limited to the top 10 drugs, and as a result, spending for other
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prescription drugs was not investigated; hence, there may be other drugs
with high spending that were omitted. Further, the list used in this study
is based on data obtained from both IQVIA and Evaluate Pharma, which
primarily reflect gross sales figures and do not account for rebates and
discounts. Fourth, top selling drugs necessarily change over time (as new
ones are introduced and older ones become generic). Given the study's
timeframe of 2017-2019, extrapolation to other years may not be fully
accurate. While this may mean the specific drugs may differ in other
years, the spending patterns by payer findings are likely to remain
consistent. These limitations underscore the need for further research to
provide a more complete understanding of prescription drug spending
patterns and their impact across payers.

5. Conclusions

This study highlights the significant impact of the top 10 prescription
drugs on overall prescription drug spending in the U.S. However, it also
demonstrates that even within a narrow group of top selling prescription
drugs, the impact on payers can vary tremendously. As policymakers
implement policies to limit price growth and aim for affordability, it will
be important to understand when these might have important spillovers
onto other payers or when it will be necessary to implement separate,
payer-specific policies. Results suggest that a ‘one size fits all’ policy
approach is unlikely to address prescription drug affordability effec-
tively, given the significant variations observed by drug and payer.
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