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The Inflation Reduction Act (IRA), signed into 

law in 2022, allows Medicare to negotiate prices 

for high-cost prescription drugs.1

Opponents argue that this will result in reduced 

access to drugs by preventing pharmaceutical 

companies to recoup on development expenses 

or invest in future research.2

In 2023, CMS announced the list of 10 drugs 

for negotiation for 2026.1

It is not yet known what the potential down-
stream implications on lost revenue will have 
on future pharmaceutical research.

OBJECTIVE

To estimate the potential revenue decrease 
following the negotiated prices for the ten 
selected drugs and the potential subsequent 

impact on research and development (R&D).

METHODS

MFP was estimated by the lowest of a calculated average net 

price in CMS plans or the estimated non-federal average 

manufacturer price (non-FAMP) with applicable monopoly 

percentages and inflation applied.

Claims data from Merative MarketScan

and proprietary data sources were 

utilized to identify a range of discounts 

for specialty drugs and single-source 

drugs.

An average discount 

(18%) was applied to 

wholesale acquisition 

costs (WAC) to 

estimate non-FAMP.

The MFPs were then used to calculate total CMS spend 

when considering the reported dosage units dispensed. 

Figure 1: Schematic for the calculations to determine estimated MFP
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CONCLUSION

These calculations represent an approximation as 

the relationship between CMS and manufacturer 

liability will change over time.

Based off the new results, the estimated MFPs 

underestimated the revenue impact once final 

negotiated prices are applied.

Our findings reveal that a reduction in 

pharmaceutical manufacturer revenue could 

adversely impact investment in R&D and 

hinder innovation.
After new CMS spend was calculated, the difference was 

multiplied by a range of industry revenue that has been 

invested in R&D of 18.6%-25.8%, as estimated by a 

Congressional Budget Office report.

Claims data WAC

non-FAMP

18% discount

Proprietary 
data

Average net 

price

Lowest value

MFP

A potential >$4B loss of R&D investment may 

have a substantial impact on the innovation 

strategies in the pharmaceutical industry and may 

impact indication sequencing or label expansion 

efforts.
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Had the IRA prices gone into effect in 2022, the estimated spend by 

CMS could have decreased. Assuming a range of possible MFPs 

(Table 1), this could lead to a decrease of $17.2B to $13.8B in CMS 

spend (Figure 2).

This potentially lost revenue for pharmaceutical 

manufacturers could then lead to an estimated 

$4.4B to $2.6B 
reduction of reinvestment in further drug           

research over the course of a calendar year.

Figure 2: Com par i son of CMS Spend in 2022 between actual and alternative scenarios

Low-end 

Estimate

High-end 

Estimate

Actual MFP 

per unit

ELIQUIS $5.14 $5.68 $3.85

JARDIANCE $10.57 $11.69 $6.57

XARELTO $9.38 $10.37 $6.57

JANUVIA $12.58 $13.91 $3.77

IMBRUVICA $441.03 $452.68 $310.63

FARXIGA $10.07 $11.14 $5.95

ENTRESTO $5.95 $6.58 $4.92

STELARA $8,400.39 $11,678.59 $2,515.18

NOVOLOG 

FLEXPEN
$24.17 $26.73 $39.67

ENBREL 

SURECLICK
$1138.03 $606.95 $588.75

Table 1: Com par i son  of e sti mate d an d ac tual  MFP  per  u nit of drug

LIMITATIONS

This estimate looks at overall CMS spend and 

does not factor in potential manufacturer rebates

Average net price and non-FAMP were estimated 

and not representative of negotiated prices

Revenue to research spend was averaged across 

the industry does not account for individual 

company contributions to R&D spend

Following CMS guidance in determining the MFP for 

negotiated drugs (Figure 1), we estimated how implementing 

these costs could have impacted 2022 CMS drug spend.
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