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Biosimilars Often Reduce Prices
by 50 Percent or More

By Wayne Winegarden

EXECUTIVE SUMMARY

¢ |n the competitive biologic markets, biosimilars have reduced average
prices by 56 percent.

¢ The lower prices have reduced total expenditures by 51 percent in the
competitive biologic markets even though total use is higher.

¢ Developing biosimilars is a long and costly endeavor that can take up to
9 years and $300 million. Market conditions should encourage uptake
and appropriate reimbursement for physicians and manufacturers.

Biologics — innovative medicines made, or derived, from biological processes — treat devastating
diseases such as autoimmune disorders and cancers. To encourage the development of innovative
originator biologic medicines, the creators of novel treatments receive exclusivity rights for an
established period. This period provides an opportunity, but not a guarantee, for the developer to
recover their incurred capital costs (an average of $2.9 billion including post-approval studies).!
Providing the opportunity to cover these costs is essential for incentivizing continued medical

innovation.

1 DiMasi JA, Grabowski HG, Hansen RW. Innovation in the pharmaceutical industry: New estimates of R&D costs. | Health Econ.
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BIOSIMILARS REDUCE COSTS

Like generics in the market for traditional medicines, the role of biosimilars is to introduce
competition, and thus lower prices for biologics, once the exclusivity period for the reference
medicine has ended.

Adjusting for inflation, the average prices for biologics that faced biosimilar competition declined
significantly over the past five years (see the Figure) — on a weighted average basis, prices declined
56 percent. In contrast, the inflation adjusted prices increased for those biologics that did not face
effective biosimilar competition.

The stark difference in price and expenditure changes between the originators facing biosimilar
competition and those not facing competition provides additional evidence that competition
from biosimilars drives down prices. Thanks to biosimilar competition, total inflation adjusted
expenditures on the biologics that faced competition were 51 percent lower in 2023 than they
were in 2019 even though the total units sold increased.
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This experience is consistent with the findings of many other evaluations of biosimilars’ impact
on price. For instance, the Association for Accessible Medicine notes that, “biosimilar average
sales prices today [in 2023] are more than 50 percent lower than the brand biologic price at the
time of biosimilar launch.? And brand prices are also lower—more than one-quarter lower since
biosimilar market entry.”

CREATING BIOSIMILARS REQUIRES SUBSTANTIAL INVESTMENTS

Undoubtedly biosimilar competition has generated significant systemic savings where it has been
allowed to flourish; however, unlike generic medicines, developing competitive biosimilars still
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blemeds.org/sites/default/files/2023-09/AAM-2023-Generic-Biosimilar-Medicines-Savings-Report-web.pdf.
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requires substantial investments of time and money. A 2021 analysis of the biosimilars market
by McKinsey & Company noted that “a typical biosimilar costs $100 million to $300 million to
develop and takes six to nine years to go from analytical characterization to approval. Clinical
trials account for more than half of both budgets and timelines.”?

The cost of producing an authorized generic medicine is significantly cheaper than producing a
biosimilar. A study performed for HHS estimates that “the average cash outlay” for a generic
applicant “is around $2.6 million.”*

Due to biosimilars’ much larger investment requirements, the competitive prices that are expected
to result will not be as low as the typical prices for generic medicines. Therefore, while robust

generic competition has been associated with price declines of up to 95 percent or more compared
to the branded drug,’ biosimilar discounts are expected to be between 50 percent and 60 percent.®

THE BOTTOM LINE

Biosimilar medicines introduce competition into the high-value biologics market. When biosimilar
competition is allowed to flourish, the competitive process drives down prices and total healthcare
expenditures. Consequently, biosimilars reduce the prices on costly medicines that efficaciously
treat many devastating diseases and are an effective way to generate large healthcare savings.
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