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0.9% of Commercially Insured Prescription Drug Spending (0.03% of Total Health Spending)

Eliminating Prescription Drug Copay Coupons
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Issue Summary: To compete for market share after generic entry, branded pharmaceutical manufacturers 
are currently legally permitted to pay patients kickbacks in the form of “copay coupons” to retain sales. 
Copay coupons, offered by branded drug manufacturers and distributed through various channels including 
physicians’ offices, magazines, direct mail, and websites, pay some or all of a patient’s cost sharing for 
the manufacturer’s drug. These coupons reduce the out-of-pocket costs for branded drugs. However, for 
branded drugs that have generic substitutes, these coupons raise prescription drug prices and total health 
spending for individuals with private health insurance.

Branded drugs cost, on average, several times as much as their therapeutically identical generics. As a 
result, the use of generic drugs, when available, is inherently efficiency improving. Since the 1980s, there 
has been a marked increase in rates of generic drug substitution, driven by automatic generic substitution 
laws, patent expirations, and insurance benefit designs that expose patients to higher cost sharing when 
a branded drug has an available generic substitute.

Drug copay coupons are frequently used by branded pharmaceutical manufacturers to circumvent patient 
cost sharing, increase the use of branded drugs, and raise profits. These coupons increase the share of 
a molecule’s prescriptions that are filled by a branded drug by over 60% and increase total prescription 
drug spending by the commercially insured by approximately 1% annually (Dafny et al. 2017). These costs 
ultimately get passed along to all consumers through higher insurance premiums.

Policy Proposal: Policy makers should ban the use of prescription drug copay coupons on branded drugs that 
have generic substitutes. This approach has been adopted in Massachusetts and California. Furthermore, 
New Jersey is considering a copay coupon ban, and New Hampshire considered but did not adopt a copay 
coupon ban (State of New Jersey 2018; State of New Hampshire 2019). Medicare and Medicaid also forbid 
the use of prescription copay coupons by enrollees.

Total Savings: We estimate total savings to be $1.155 billion per year—approximately 0.9% of prescription 
drug spending on the commercially insured and 0.1% of commercial health spending.
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Related Literature and Evidence

Undermining Value-Based Purchasing—Lessons from the Pharmaceutical Industry (2016). New England 
Journal of Medicine, 374 (21): 2013–2015 (Leemore Dafny, Christopher Ody, and Matthew Schmitt).

When Discounts Raise Costs: The Effect of Copay Coupons on Generic Utilization (2017). American Economic 
Journal, Economic Policy, 9 (2): 91–123 (Leemore Dafny, Christopher Ody, and Matthew Schmitt).

Background

Copay coupons, offered by branded drug manufacturers through various channels including phy-
sicians’ offices, magazines, direct mail, and websites, pay some or all of a patient’s cost sharing for 
the manufacturer’s branded drugs. However, for branded drugs that have generic substitutes, these 
coupons decrease the use of generics, raise prescription drug prices for branded drugs, and increase 
total health spending.

Generic drugs are bioequivalent and therapeutically identical to branded drugs. However, as the FDA 
reports, branded drugs are more than five times as expensive as generics. As a result, the use of branded 
drugs, when generic versions are available, constitutes a pure form of inefficiency. The sole counterar-
gument—that branded manufacturers have an incentive to promote the drug and therefore may increase 
its utilization, which could in theory reduce total medical spending by improving patient adherence with a 
prescribed therapy—is unsupported by systematic empirical analysis of drugs going off patent over the 
period June 2007 to December 2010 (Dafny et al. 2017).

The increasing use of generic drugs over the last 30 years has been one of the most notable successes 
in US health policy. The 1984 Hatch-Waxman Act spurred significant entry of generic drugs. The share of 
total prescriptions dispensed as generic has risen from 19% in 1984 to 90% in 2018 (US GAO 2012; IQVIA 
2019). Three factors have increased generic drug adoption. First, patents on a number of blockbuster drugs, 
such as Lipitor, expired and generic entry ensued. Second, many states passed automatic substitution 
laws, enabling pharmacists to fill a prescription written for a branded drug with its bioequivalent generic. 
Finally, health insurers have developed more restrictive formularies and benefit designs that exposed 
patients to higher cost sharing for branded drugs when cheaper generics were available. Tiered benefit 
designs, along with the availability of generics, also enable insurers to negotiate deeper price discounts 
from manufacturers of competing branded drugs.

Copay Coupons

Over the last decade, in response to insurers’ tighter drug formularies and tiered benefit designs, branded 
pharmaceutical manufacturers have introduced “copay coupons” to incent consumers to choose their drugs. 
With a copay coupon, the branded manufacturer pays some or all of a patient’s cost sharing for the manu-



1% Steps
for Health Care Reform

1% Steps
for Health Care Reform

3

facturer’s drug. Manufacturers can use these copay coupons to reduce the difference in costs that patients 
face between the manufacturer’s branded drugs and the cheaper generic offerings.

Copay coupons encourage consumers to use more costly branded drugs. The higher costs of these branded 
drugs are then passed on to all consumers via higher insurance premiums. In short, copay coupons offset 
or undo cost sharing designed by insurers to contain costs and direct patients to higher-value drugs (Dafny 
et al. 2016). In the presence of coupons, consumers’ out-of-pocket costs may be lower for low-value 
brand-name drugs than for high-value generics.

Over the last two decades, pharmaceutical manufacturers have dramatically increased the availability 
of copay coupons. In 2016, 20% of branded prescriptions for the commercially insured were filled with 
some form of copay coupon (IQVIA 2017). Websites, like internetdrugcoupons.com and needymeds.org, 
now routinely offer copay coupons for consumers (See Figure 1).

Figure 1: Copayment Coupon for Crestor

SAVE  
ON CRESTOR  

          
    

*Subject to eligibility. Restrictions apply.  
See eligibility restrictions below.

Savings for patients with a prescription for CRESTOR® (rosuvastatin calcium) Tablets 
and commercial prescription drug insurance

 
 

 
 

This product information is intended for US consumers only.

Offer good for eligible patients purchasing a 30-day, 60-day, or 90-day supply of CRESTOR®

(rosuvastatin calcium) Tablets with a valid prescription for CRESTOR. Eligible commercially
insured patients will pay $3 for a 30-, 60-, or 90-day supply, subject to a maximum savings of
$130 per 30-day supply, $260 per 60-day supply, or $390 per 90-day supply. Uninsured
(cash-paying) patients will receive up to $130 in savings on out-of-pocket costs per 30-day supply.
Offer good for 12 uses; each 30-day supply counts as 1 use. This offer expires 14 months from
the date of �rst use. Offer not valid for prescriptions purchased under Medicaid, Medicare, or
similar state or federally sponsored programs. Offer not valid for patients enrolled in a state or
federally funded prescription insurance program, even if patient elects to be processed as an
uninsured (cash-paying) patient. Offer valid for retail prescriptions, residents of the United States
and Puerto Rico, and patients over 18 years of age only. Patient is responsible for any applicable
taxes. Offer is not transferable, is not insurance, is limited to one per person, and may not be
combined with any other offer. Void for residents in California and Massachusetts and where 
prohibited by law, taxed, or restricted. Patients, pharmacists, and prescribers cannot seek 
reimbursement from health insurance or any third party for any part of the bene�t received by the 
patient through this offer. Offer may be changed or discontinued at any time without notice. Offer 
not conditioned on any past, present, or future purchase. More details on crestor.com. Please 
call 1-855-687-2151 with questions and for full eligibility details.

Pharmacist Instructions for a Patient With an Eligible Third Party: Submit the claim to the
primary Third-Party Payer �rst, then submit the balance due to Therapy First Plus as a
Secondary Payer COB with patient responsibility amount and a valid Other Coverage Code (eg, 8).
The patient is responsible for the �rst $3 for a 30-, 60-, or 90-day supply, and the card will cover
up to $130 per 30-day supply, $260 per 60-day supply, or $390 per 90-day supply.
Reimbursement will be received from Therapy First Plus.

Pharmacist Instructions for an Eligible Cash-paying Patient: Submit this claim to Therapy
First Plus. A valid Other Coverage Code (eg, 1) is required. The card will cover up to $130 per
30-day supply. Reimbursement will be received from Therapy First Plus.

Valid Other Coverage Code Required. For any questions regarding Therapy First Plus online
processing, please call the Help Desk at 1-800-422-5604.

Program managed by PSKW, LLC, on behalf of AstraZeneca. 

If you already have a prescription for CRESTOR, simply 
take this printout to your pharmacy to begin receiving 
savings on out-of-pocket costs that exceed $3 (up to a
savings limit of $130 per 30-day supply, $260 per 60-day
supply, or $390 per 90-day supply) on each of your
next 12 prescriptions of CRESTOR (up to 30 tablets).*   

Use the card on up to your 
next 12 prescriptions*

Patient Eligibility for Savings Card: You may be eligible for this offer if you are insured by
commercial insurance and your insurance does not cover the full cost of your prescription, or you
are not insured and are responsible for the cost of your prescriptions.

Patients who are enrolled in a state or federally funded prescription insurance program are not
eligible for this offer. This includes patients enrolled in Medicare Part D, Medicaid, Medigap,
Veterans Affairs (VA), Department of Defense (DOD) programs or TriCare, and patients who are
Medicare eligible and enrolled in an employer-sponsored group waiver health plan or
government-subsidized prescription drug bene�t program for retirees. If you are enrolled in a state
or federally funded prescription insurance program, you may not use this Savings Card even if you
elect to be processed as an uninsured (cash-paying) patient.

This offer is not insurance and is restricted to residents of the United States and Puerto Rico, and
patients over 18 years of age. This offer is valid for retail prescriptions only.

Terms of Use: Eligible commercially insured patients with a valid prescription for CRESTOR®

(rosuvastatin calcium) Tablets who present this Savings Card at participating pharmacies will pay
$3 for a 30-, 60-, or 90-day supply, subject to a maximum savings of $130 per 30-day supply,
$260 per 60-day supply, or $390 per 90-day supply. Eligible cash-paying patients will receive up
to $130 in savings on out-of-pocket costs per 30-day supply. Offer good for 12 uses; each 30-day
supply counts as 1 use. This offer is good for a 30-day supply, 60-day supply, or 90-day supply,
and expires 14 months from the date of �rst use. Other restrictions may apply. Patient is
responsible for applicable taxes, if any. If you have any questions regarding this offer, please
call 1-855-687-2151.

Nontransferable, limited to one per person, cannot be combined with any other offer. Void for
residents in California and Massachusetts and where prohibited by law, taxed, or restricted. 
Patients, pharmacists, and prescribers cannot seek reimbursement from health insurance or any 
third party for any part of the bene�t received by the patient through this offer. AstraZeneca 
reserves the right to rescind, revoke, or amend this offer, eligibility, and terms of use at any time 
without notice. This offer is not conditioned on any past, present, or future purchase, including 
re�lls. Offer must be presented along with a valid prescription for CRESTOR at the time of purchase.

BY USING THIS CARD, YOU AND YOUR PHARMACIST UNDERSTAND AND AGREE TO COMPLY
WITH THESE ELIGIBILITY REQUIREMENTS AND TERMS OF USE.

If you can’t afford your medication, AstraZeneca may be able to help. For more information, please visit AstraZeneca-us.com 
CRESTOR is a registered trademark of the AstraZeneca group of companies. Program managed by PSKW on behalf of 
AstraZeneca. Product dispensed pursuant to program rules and federal and state laws. 
©2018 AstraZeneca. All rights reserved. US-17698 Last Updated 1/18

004682
CN
EC57002181
414789454337

Note: This figure was taken from needymeds.org. A generic version of Crestor was approved by the FDA in 2016.
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Beyond steering consumers away from high-value drugs, drug coupons can also harm insurer negotiating 
positions, thereby raising drug prices (and ultimately raising insurance premiums). In the absence of copay 
coupons, insurers could negotiate lower drug prices by threatening to place high-priced drugs on lower 
benefit tiers that have higher cost sharing. With coupons, drug manufacturers have an incentive to raise 
prices and offer coupons to offset consumer cost sharing. Because drug manufacturers can use coupons 
to undo consumer cost sharing, insurers have little ability to steer demand, other than by excluding a drug 
from their formulary entirely. This has the potential to deny patients both coverage of and negotiated 
discounts to pharmaceutical drugs which may be particularly efficacious for them.

Research on the Effect of Copayment Coupons on Generic Utilization, 

Prescription Drug Prices, and Prescription Drug Spending

In a 2017 article in the American Economic Journal: Economic Policy, we analyzed the impact of copay 
coupons on the use and the prices of branded drugs that faced generic competition. We were able to study 
the effect of these coupons because they are illegal in certain states (specifically, during our study period, 
in Massachusetts) and in the Medicare program. We compared the generic utilization rates among the 
commercially insured in Massachusetts and in neighboring New Hampshire for a set of branded drugs 
exposed to generic competition for the first time over the period June 2007 to December 2010. As a “placebo” 
or “control” group, we also compared these rates for the Medicare population, as Medicare enrollees in 
both states are not permitted to redeem coupons.

Drug copay coupons caused a 60% increase in the utilization of branded drugs (a 3.4 percentage point 
reduction in generic usage) in Massachusetts relative to New Hampshire (Dafny et al. 2017). Importantly, 
this relative increase did not occur for Massachusetts Medicare enrollees. Drug copay coupons were also 
associated with significantly faster branded drug price growth. Drugs without copay coupons experienced 
real price growth of approximately 8% per year; drugs with copay coupons experienced approximately 
12% price growth. Combined, these facts suggest that for a prescription drug facing generic competition, 
introduction of a copay coupon increased retail spending by up to 4.6% over a five-year period (or approx-
imately $120 million per drug in 2010 dollars) (Dafny et al. 2017; Dafny et al. 2016).

Taking our results and scaling across all privately insured individuals with prescription drug coverage, 
the impact of copay coupons on health spending is substantial. Based on our estimates, copay coupons 
raise health care spending of the privately insured by approximately $1.1 billion per year (in 2018 dollars). 
This constitutes roughly 0.1% of commercial health care costs and 0.9% of prescription drug spending 
for this population.

Our estimates are limited to branded, small-molecule drugs facing generic competition. Manufacturers also 
offer coupons for branded, small-molecule drugs without generic competitors and for biologics. Our study 
did not examine the impacts of these coupons; hence our proposal does not address them directly. Yet the 
same economic forces are at play, and the potential savings from a ban on those drugs is much larger, so we 
believe further research on the effects of copay coupons on those drugs is needed.
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Policy Recommendation

Our policy proposal is to ban the use of copay coupons on branded drugs where a bioequivalent 
generic is available.

This approach would mirror the approach taken in Massachusetts (under General Laws c.175H § 3) and 
California (under Bill AB 65) where policy makers have enacted laws prohibiting pharmaceutical man-
ufacturers from offering discounts to consumers, including copay coupons, on any drug with a generic 
equivalent.1 Both states’ copay coupon bans do not apply to cash-paying patients and include a number 
of other safeguards and exclusions.2

Estimated Savings

We estimate, based on our results from Massachusetts, that banning copay coupons would lower 
prescription drug costs by approximately $1.155 billion per year. This is approximately 0.9% of to-
tal prescription drug spending on the commercially insured and 0.1% of total health spending on 
the commercially insured.3

Footnotes

* This research was performed while Dr. Ody worked at the Kellogg School of Management. It 
reflects the views of the authors and not necessarily the views of the organizations with which 
they are affiliated.

1. Massachusetts bans coupons on any prescription drug with a generic equivalent. California 
bans the use of coupons on a prescription drug if a lower-cost, generic equivalent is on the 
patient’s formulary. The California law also prohibits coupons for drugs with lower-cost, 
non-prescription generic equivalents.

2. Both Massachusetts and California allow coupons for drugs with an FDA Risk Evaluation and Mitigation 
Strategy (REMS). California also allows coupons for HIV or AIDS drugs under certain conditions, and for 
patients who follow their insurer’s step therapy or prior authorization requirements.

3. In our American Economic Journal: Economic Policy article, we estimate that, among the drugs we 
study, the availability of copay coupons raises drug spending by $2.7 billion over five years. Our paper 
considered drugs that first faced generic entry over a 43-month window; we assume that this level 
of new generic entry is constant over time. Our sample of drugs is roughly 75% of revenue of drugs 
that experienced generic entry during the time period, so we scale up our estimates by 4/3rds. Finally, 
our estimates are in 2010 dollars, so we multiply by 1.15 to convert them into 2018 dollars. Finally, 
we rely on CMS estimates of health spending in the US in 2018 and the share of health spending that 
occurs for individuals with commercial health insurance (CMS 2020). We rely on estimates of the 
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share of commercial spending that goes to pharmaceutical spending based on analysis from Sherman 
et al. (2018).
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