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Pharmacy benefit companies negotiate billions in savings from big drug companies every year. 
That’s great, but what happens to that money?

Pharmacy benefit companies (PBMs) are the only entities in the pharmaceutical supply and payment chain with the 
mission of lowering costs. Their work to bring down costs for plan sponsors and patients provides savings to keep 
health care affordable and accessible. For many brand drugs, PBMs negotiate directly with drug manufacturers, which 
compete for formulary placement by offering rebates. PBMs negotiate $148 billion in savings from manufacturers 
and pharmacies annually,1 and those savings benefit health plans, employers, retirees, and patients directly.

The Truth About  
Rebates

How much of the rebates that PBMs negotiate 
go back into plan sponsors’ pockets?

 » According to GAO, 99.6% of rebates in Medicare Part 
D are passed directly back to Part D plans that—as 
required by law—use those rebates to keep premiums 
affordable or to otherwise support beneficiaries.2 

 » In the commercial market, 91% of rebates go to plan 
sponsors, who choose what to do with those dollars.3 

 » Employers use drug company rebates to lower cost  
sharing and premiums and to fund other health programs.4

How much of the drug dollar do PBMs retain?

 » 94% of the drug dollar is retained by drug 
manufacturers, pharmacies, and wholesalers— 
with PBMs receiving only 6% and spending 67% of  
that amount providing services—ultimately retaining 
just 2% of the drug dollar. 5 

 » The same data also shows that drug companies keep 
65% of that drug dollar, giving the industry trillions 
of dollars in revenue and some of the highest profit 
margins of any industry.6 
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ABOUT PCMA

PCMA is the national association representing America’s pharmacy benefit companies. Pharmacy benefit companies are working every day to secure 
savings, enable better health outcomes, and support access to quality prescription drug coverage for more than 275 million patients. Learn more at 
www.pcmanet.org.

The Truth About Rebates

Do rebates impact drug prices?

 » Statistical analysis of the top brand drugs in Medicare 
Part D found no correlation between rising list prices 
set by drug manufacturers and the change in rebate 
levels negotiated with PBMs.7 

 » The Health and Human Services (HHS) Office of 
Inspector General (OIG) found that PBM-negotiated 
rebates led to lower prescription drug costs in the 
Medicare prescription drug program.8

 » For more than a third of the brand-name drugs it 
reviewed, OIG found that rebates declined as costs 
increased. It also found that the majority (95.6%) of 
Medicare Part D brand-name drug costs increased 
regardless of rebates over the five-year period 
examined.9

 » Pharmaceutical manufacturers take enormous price 
increases for Part D drugs without rebates and for Part 
B drugs, for which PBMs do not negotiate rebates.10 

 » Between 2008 and 2021, launch prices for new drugs 
increased exponentially by 20% per year. From 2020 
to 2021, 47% of new drugs were initially priced above 
$150,000 per year. Prices increased by 11% per year, 
even after adjusting for estimated manufacturer 
discounts and changes in certain drug characteristics, 
such as more oncology and specialty drugs (e.g., 
injectables, biologics) introduced in recent years.11 

PBMs save health plans, including Part D 
plan sponsors and employers, an average 
of $1,040 per person per year,12 and are the 
only ones in the drug supply chain with the 
primary mission of lowering drug costs. So 
what’s driving drug prices higher? 

 » Over the last several years, increased expenditures 
on specialty drugs have been a key driver in keeping 
overall drug spending high. 

 » According to the HHS Office of the Assistant Secretary 
for Planning and Evaluation (ASPE), “The cost of 
specialty drugs has continued to grow, totaling $301 
billion in 2021, an increase of 43% since 2016. Specialty 
drugs represented 50% of total drug spending in 
2021.”13

As Dr. Rena Conti of Boston University noted 
during the September 19, 2023, House 
Oversight Committee hearing, “Drug prices  
are set high in the United States because, 
simply, drug manufacturers can charge  
them, and we will pay them.”14
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