CMS Releases Data on Drug Spending
Yesterday (11/14/16) the Centers for Medicare and Medicaid Services (CMS)
released data on spending for drugs under Medicare and Medicaid (1,2).
Medicare paid $137.4 billion on drugs covered by its prescription drug benefit in
2015. About $8.7 billion of that spending occurred on drugs that had "large" price
hikes, defined as a more than 25 percent increase between 2014 and 2015. In
2015, Medicaid paid $57.3 billion about $5.1 billion of which was spent on drugs
that had large price increases.
The Medicare spending database highlights 11 drugs that doubled in price. The
Medicaid database identified 20 drugs that more than doubled in price with 9 of
these being old, generic drugs. Medicare drugs were led by Glumetza, a Type 2
diabetes drug which saw its price soar 380 percent and hydroxychloroquine
sulfate, a generic malaria drug, which went up 370 percent. Medicaid drugs were
led by Ativan, an anti-anxiety medication approved in 1977, which increased by
1,264 percent in price between 2014 and 2015. Daraprim, a decades-old
antiparasitic drug that helped spark political attention to the issue of high drug
prices after former pharmaceutical executive Martin Shkreli hiked the price, leapt
up in average cost by 874 percent.
However, drugs commonly used in respiratory diseases also increased in price.
These were led by mitomycin, an anticancer drug sometimes used in lung
cancer, an antidepressant also used as a smoking cessation aid (Table 1).
Table 1. Medicare Spending on Respiratory Drugs.

The data on price on small prices rises can be deceiving when calculating total
costs. For example, Advair Diskus, a bronchodilator, ranked in the top-five of
Medicare expenditures, with $2.3 billion in spending in 2015. However, he
utilization of the drug has actually declined a little over the last five years.
Meanwhile, the total spending has not gone down, but increased. Fueled by
relatively modest price increases, from $3.81 per unit in 2011 to $5.28 in 2015,
the spending on the drug increased by more than half a billion dollars over that
period.
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Of particular concern is a rise in price of some generics, a class of drugs that are
intended to decrease drug prices and spending. Drugs that were responsible for
large amounts of overall spending tended to see smaller increases that gradually
increased the government outlay. In one outlier, the price of the hepatitis C
treatment, Harvoni, decreased slightly in 2015, even as it led overall spending.
The prices do not include the impact of rebates, which are prohibited by law from
being released (3). Those discounts can be significant, and not knowing what
they are means the numbers almost certainly overstate how much the
government actually paid for these drugs. CMS disclosed that, on average,
rebates for brand name drugs were 17.5 percent for medicines covered by
Medicare's "part D" prescription drug benefit in 2014.
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