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I n recent months, Pharmacy Benefit 
Managers (PBMs) have emerged 
as vocal critics of the drug indus-

try’s reliance on copay cards, coupons, 
and other tools to help patients off-
set the cost of innovative brand-name 
medicines. The PBMs’ leading trade 
group—the Pharmaceutical Care Man-
agement Association—has taken the 
position that the practice represents an 

additional driver of costs to the health-
care system. Hence the opportunity 
arises for a potentially useful debate 
focused around the following question: 
Do copay cards simply deflect costs 
from industry and patients back to 
the payer, or do they instead provide a 
richer social benefit by delivering access 
to proven therapies, raising patient ad-
herence rates and generating a superior 

public health outcome? Mason Tena-
glia, managing director of the Amund-
sen Group and a member of Pharm Ex-
ec’s Editorial Advisory Board, weighs 
in this month with a critique of the evi-
dence behind the Pharmaceutical Care 
Management Association (PCMA) po-
sition—and a spirited defense of cur-
rent industry practice: 
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PCMA’s position is neatly summarized in 
a new white paper, “How Copay Coupons 
Could Raise Prescription Drug Costs by 
Over $32 Billion Over the Next Decade,” 
which has led to heavy and largely favor-
able coverage in the media. Unfortunately, 
it was picked up by the mainstream media 
and led to a series of newspaper, magazine, 
radio, and television reports that indict the 
pharmaceutical industry at large. Worse 
yet, no one bothered to ask questions or 
check the facts on any of the assertions 
made by the white paper’s authors. The ar-
guments against, which attack the use of 
copay offset programs—such as the claim 
that copay offset cards lead to less gener-
ic utilization and cost the employers and 
states more for prescription coverage—are 
not backed up by a single analysis of actual 
data in any therapeutic class. Amundsen 
Group believes that now is a good time to 
let the facts get in the way of this indict-
ment of the industry.

Over the last several years, we have stud-
ied the value of coupon and copay card off-
set programs to manufacturers and patients 
across a wide range of therapeutic classes. 
We have analyzed both redemption data 
sent to our clients by the copay card off-
set program vendors (McKesson, Cegedim, 
PSKW, Triple i, etc.) and in Anonymous Pa-
tient Longitudinal Data (APLD) licensed to 
our clients by Wolters Kluwer in more than 
30 retail and specialty therapeutic markets. 
In the raw APLD data, we can identify 
secondary payers (the copay card offset 
vendors) and through a “look-back,” can 
determine whether a patient who used an 
offset was new to therapy, switched from a 
competing brand or generic, or was a con-
tinuing patient. 

These two data sources and a longitudinal 
approach are critical to a fair and fact-based 
analysis of the cost and value of copay card 
utilization. PCMA charges that their members 
cannot see these “shadow transactions,” but 
yet has drawn sweeping conclusions about 
the impact of copay programs nonetheless. 
Inferences from the design of a single new pro-

gram—the $4 copay card offset program for 
Lipitor, and its impact after November 2011, 
can simply not be applied to all brands and 
therapeutic classes. 

Our empirical analysis and experience 
would lead to a very different set of conclu-
sions. 

1. Copay card program usage is not cor-
related with lower generic utilization in 
any of the major therapeutic classes;

2. Coupons are most frequently used by pa-
tients taking the least expensive brands 
for employers and insurers;

3. Most of the money invested by U.S. 
branded pharmaceutical companies into 
copay card offset programs goes into spe-
cialty and biologic products or therapies 
that have no available generic alternatives 
and benefit PCMA’s members as much as 
the pharmaceutical companies; and

4. The return on investment for most 
brands comes from higher adherence to 
therapies that have already been chosen 
by the physician and patient. 

For the vast majority of the $4 billion that 
we estimate the industry will have spent in 
2011, coupons and copay card offset pro-
grams are the only way of ensuring that a 
brand’s patients can always get affordable 

access to medications and the most cost-ef-
fective way of ensuring patient adherence to 
prescription therapy. It seems unfathomable 
that PCMA could argue that affordability 
and extended medication adherence are bad 
things for patients, employers, insurers or 
healthcare providers.

Moreover, we believe that these programs 
should be made available to “standard eli-
gible” patients in Medicare Part D who carry 
the greatest individual cost burden for pre-
scription medications and who are the least 
compliant, least persistent patients in the U.S.

We will use actual claims data to ask 
and answer each of the following ques-
tions:

1. Do copay card programs lead to less generic 
usage? Certainly, there are a few copay card 
offset programs that lead commercially in-
sured patients to fill a branded (and more 
expensive) product when there is a perfectly 
good generic that is a near, but not exact, 
substitute. 

However, for the highest-dollar-value 
therapeutic classes, the intensity of copay 
card use has no relationship to generic up-
take. Our analysis of the top three classes by 
Per Member Per Year (PMPY) cost to PBMs 
and insurers shows that the rate of generic 
uptake or conversion is not correlated to the 
percentage of prescriptions that use a copay 
offset in the 15 largest commercial payers. 

2. Do copay card programs lead to the use of 
higher-cost brands? In these large therapeu-
tic classes, there are actually far more copay 
card program transactions that are used by 

Tier 2 contracted prescriptions than by Tier 
3 non-contracted prescriptions. Due to the 
deep discounts now required to obtain pre-
ferred Tier 2 status (see “Out of Control,” 
Pharm Exec May 2011, page 70), the con-
tracted brands are almost universally the 
lower-cost brand for employers and manu-

Coupons and copay card offset programs 
are the only way of ensuring that a brand’s 
patients can always get affordable access to 
medications and the most cost-effective way 
of ensuring patient adherence to prescrip-
tion therapy. – Mason Tenaglia 
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facturers. For example, in the DDP4 class, 
Januvia, which has paid for Tier 2 status in 
more commercial payers than its competi-
tors, also pays for more transactions with 
copay card offsets than all of its competi-
tors combined. In the first half of 2011, 63 
percent of Januvia prescriptions that used 
an offset would have gotten a Tier 2 copay 
without a program.

The competitive dynamics in almost any 
class led to this same result. The largest brands 
in the class have an advantage in negotiating 
for Tier 2 access, as they have the most drug 
spend “in play.” The third or fourth brand to 
launch in the class ends up “non-preferred,” 
and, in order to get high-quality access for 
its drug, initiates a copay card program. The 
larger brands, despite having contracted to 
get patients lower copayments, are afraid to 
lose their advantage and “double down” by 
instituting a copay card offset program. This 
doesn’t make a lot of business sense for the 
manufacturers, but they may not even realize 
that it is possible to optimize contracting and 
copay card offset spending at a payer, or even 
geographic, level.

3. Where does the money go? Subsidizing Special-
ty Tiers? No one really knows how much all 
the U.S. pharmaceutical manufacturers spend 
on copay card programs in aggregate across 
all brands. By working across 30 therapeutic 
areas, comparing actual redemptions from our 
clients with what we see in APLD, and taking 
a SWAG at claims that we can’t see in specialty 
pharmacy, we have estimated the 2011 spend-
ing on copay card offset programs will have 
been about $4 billion. This represents about 
2 percent of gross branded drug spend in the 
U.S., although the experience varies quite sig-
nificantly by therapeutic markets.

The PCMA white paper infers that all this 
money is being spent keeping patients away 
from perfectly good therapeutic—though not 
chemically equivalent—generic alternatives. 
The truth is that the largest budgets for copay 
card offset programs are found in specialty 
brands where there are no substitutes. For 
TNF inhibitors, MS therapies, HIV products, 

Hepatitis B and C therapies, and oral onco-
lytics, individual brands may be spending $20 
million to $140 million per year. Collectively, 
we estimate that specialty products represent 
just over 51 percent of total annual spending 
on copay card programs and coupons.

This is because the difference between 
Tier 2 and Tier 3 out-of-pocket costs for a 
retail product in diabetes, dyslipedimia, or 
asthma may be $25, while the average offset 
for the specialty products is closer to $125. 
Specialty tier cost-sharing can be particu-

larly onerous due to the incidence of co-in-
surance and deductibles for both contracted 
and non-contracted brands. 

Every commercial payer has some cohort 
of patients, oftentimes in their “at risk” 
books of business, which have excessive 
patient cost sharing for biologics. In the 
largest specialty classes (TNF inhibitors, 
MS, oncology), we observe that between 
5 percent and 15 percent of new commer-
cially insured patients may be exposed to 
co-insurance or copayments greater than 

Generic Use vs. Co-Pay Offset in 15 Largest Commercial Plans
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$400 per month regardless of the branded 
product’s contract status. Manufactur-
ers who have done the analysis are often 
stunned to find out that they may be pay-
ing a hefty rebate to payers who have co-
insurance or high deductible designs. In the 
absence of copay card offset programs, as 
many as one-third of these patients would 
be abandoning their initial prescriptions. 
Without the support of the manufacturers, 
patients with severely debilitating diseases 
could go undertreated or even untreated. 
Worse, they could be exposed to substan-
tial risk for medical claims as a result. Em-
ployers and insurers could not want that 
outcome. Without the support provided 
by manufacturers, they would have many 
more untreated—or treated but unhappy—
members. And we can imagine how many 
additional complaints their employer cus-
tomers would be fielding!

In Medicare Part D, Amundsen has ana-
lyzed more than a dozen specialty products 
where the Standard Eligible population will 
face a “specialty tier” copay of more than 
$300 per prescription. Over a third of those 
patients will “abandon” their prescription. 
Many will never be treated. 

If CMS were to allow copay card offset 
programs, there is absolutely no basis for 
projecting an $18 billion dollar increase in 
cost. First, more than half the utilization of 
branded drugs in Part D is from the low-
income subsidy cohort who have copays 
under $6.60 and wouldn’t need a copay 
card offset. Second, the real cost of allowing 
copay card offsets could actually be zero. 
Combined medical and pharmacy costs in 
Medicare for oncology, rheumatology, and 
MS might actually be lower as a result of 
compliant patients who would remain ad-
herent to their therapy.

4. What’s Wrong with a Positive ROI? Copay 
card offset programs are one of the best 
places for a pharmaceutical company to 
invest. And the fact that the returns are as 
high as 4:1 (and up to 6:1) is an indication 
of how valuable the offers are to patients. 
PCMA would have you believe that the 
source of that high return is from saving 
prescriptions that would have otherwise 
been filled with a generic medication. In 
fact, it is far more likely to come from pa-
tients who would have gone untreated or 
come from improved adherence through 
lower monthly out-of-pocket expenses. 

The expected return on investments in 
copay card offset programs will depend on 
how long each is designed to last, the rich-
ness of the benefit, how broadly it is dis-
tributed, competitive programs, and where 
in the product lifecycle a program is intro-
duced. Many programs that we have evalu-
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ated actually have negative returns, as they 
simply offer too much subsidy to patients 
who would be happy to pay a Tier 2 (and 
rebated) copay.

The two instances where copay card off-
set and coupon programs that Amundsen 
has analyzed consistently produce positive 
returns are at the time of launch, or in class-
es where continuing patients are sensitive 
to the monthly out-of-pocket expense. At 
launch, when a new medication would likely 
have a Tier 3 copay before the manufactur-
ers could get a contract in place, copay card 
offset programs make new therapies afford-
able. Later in the lifecycle, a well-designed 
program can often add 30 to 60 days of 

additional patient adherence to therapy in 
a year. In many disease areas, such as hy-
pertension, diabetes, asthma, and stroke, 
studies have shown that improved compli-
ance will lead to lower hospitalization rates 
and annual medical costs. As with specialty 
coverage, employers and insurers should be 
thanking the pharmaceutical marketers for 
the help in getting—and keeping—patients 
on their medications. 

At the end of 2012, when there are mul-
tiple generic suppliers of atorvastatin and 
managed care plans have instituted MACs 
on the molecule and NDC-blocked the 
branded version, we will know whether 
Pfizer’s high-profile attempt to hold brand-

ed share of Lipitor with a pay-down to $4 
will actually cost employers and insurers 
more money. If that is the case, then those 
payers should bring it up in negotiations 
with Pfizer, and anyone who emulates the 
company, when it tries to get preferred, un-
restricted status for its remaining branded 
products. Until then, let the case be clear 
that coupons and copay cards, in aggre-
gate, are a good thing for patients, physi-
cians, and employers, along with the man-
ufacturers. 

mason tenaglia is managing Director of the amundsen 
group and a member of Pharm Exec’s editorial advisory 
board. he can be reached at mtenaglia@amundsen-
group.com
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At	
  The	
  Amundsen	
  Group,	
  we	
  believe	
  that	
  achieving	
  high	
  quality	
  of	
  access	
  to	
  prescription	
  
medications	
  is	
  critical	
  to	
  pharmaceutical	
  brand	
  success.	
  Payers	
  have	
  become	
  
increasingly	
  sophisticated	
  at	
  managing	
  patient	
  utilization,	
  requiring	
  greater	
  concessions	
  
for	
  formulary	
  placement,	
  and	
  shifting	
  more	
  and	
  more	
  cost	
  to	
  both	
  the	
  manufacturer	
  
and	
  the	
  patient.	
  
	
  
But	
  securing	
  high	
  quality	
  of	
  access	
  need	
  not	
  translate	
  into	
  reduced	
  profits.	
  With	
  the	
  
wealth	
  of	
  transactional,	
  longitudinal,	
  and	
  claims	
  data	
  available	
  today,	
  granular	
  detail	
  can	
  
be	
  extracted	
  and	
  analyzed	
  to	
  transform	
  a	
  brand’s	
  access	
  strategy.	
  Understanding	
  
patient	
  and	
  physician	
  behavior	
  when	
  confronted	
  with	
  increased	
  cost-­‐sharing,	
  tougher	
  
restrictions,	
  and	
  other	
  competitive	
  threats	
  across	
  therapeutic	
  classes	
  and	
  geographic	
  
markets,	
  is	
  the	
  key	
  to	
  increasing	
  product	
  returns.	
  
	
  
The	
  Amundsen	
  Group	
  is	
  a	
  pharmaceutical	
  strategy	
  consulting	
  firm	
  that	
  provides	
  
unparalleled	
  analysis	
  and	
  insight	
  to	
  Brand,	
  Managed	
  Markets,	
  and	
  Market	
  Research	
  
teams.	
  We	
  bring	
  new	
  insights	
  to	
  our	
  clients	
  through	
  our:	
  
	
  

• Extensive	
  understanding	
  of	
  the	
  US	
  reimbursement	
  landscape	
  and	
  knowledge	
  of	
  
the	
  payers	
  who	
  can	
  influence	
  brand	
  performance	
  

• Experience	
  in	
  measuring	
  patient	
  sensitivity	
  to	
  cost-­‐sharing	
  and	
  other	
  formulary	
  
management	
  controls	
  (e.g.,	
  prior	
  authorizations	
  and	
  step	
  edits)	
  

• Expertise	
  on	
  geographic	
  variations	
  in	
  payer,	
  provider,	
  and	
  patient	
  interactions	
  
• Experience	
  applying	
  advanced	
  analytics	
  to	
  support	
  the	
  design,	
  deployment,	
  and	
  

performance	
  measurement	
  of	
  co-­‐pay	
  offset	
  programs	
  for	
  specialty	
  and	
  non-­‐
specialty	
  products	
  
	
  

Since	
  2004,	
  The	
  Amundsen	
  Group	
  has	
  provided	
  pharmaceutical	
  clients	
  with	
  the	
  critical	
  
metrics,	
  analytics,	
  and	
  insights	
  needed	
  to	
  ensure	
  that	
  their	
  investments	
  in	
  managed	
  
markets	
  and	
  direct-­‐to-­‐patient	
  initiatives	
  generate	
  the	
  highest	
  returns.	
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