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ISSUE BRIEF: Drug Pricing Reforms in the States

AAM'’s mission is to improve the lives of patients by advancing timely access to high quality, affordable,
and FDA-approved generic and biosimilar medicines. State drug pricing reforms are often intended to
lower costs for patients. While each legislative proposal is unique, many require manufacturers to report
percentage price increases, implement cost affordability boards, or impose penalties on manufacturers
for price increases above arbitrary thresholds. Unfortunately, these proposals often negatively and
disproportionately impact generic and biosimilar manufacturers through one-size-fits-all policies or with
onerous requirements that threaten continued patient savings.

Generic medicines drive savings, brand-name drugs increase costs

Low-cost generics help patients more easily afford their medicine and properly adhere to their treatment
plan. This results in lower out-of-pocket costs for patients and lower spending for the health care system
overall.

Generics represent 90% of all U.S. prescriptions dispensed but only 12% of spending on all
prescription drugs

In 2024, the average out-of-pocket cost for a generic was $6.95, compared to $28.69 for a brand
Generics make up 1.2% of all health care spending

In 2024, generic and biosimilar medicines saved the U.S. health care system $467 billion

Savings are the result of a highly competitive market for generic drugs

Generic manufacturers regularly deliver large volumes of low cost, low margin products. In fact, generic
prices are often more than 95% lower than compared to brand drug prices. As a result, spending on
generic drugs continuously declines while spending on brand drugs increases year-over-year.

Policies that focus on percentage increases are misguided

Generics are subject to significant price variability, and changes in generic list prices are not always an
indication of a prohibitively high cost for patients. Moreover, minimal price changes in low-cost generic
products can result in large percentage increases. For example, a $0.05 tablet becoming $0.10 reflects a
100% increase but has a relatively minimal effect on overall health care costs.

State proposals should exempt generic and biosimilar medicines, or at a minimum include a meaningful
wholesale acquisition cost (WAC) price floor. Policies based on arbitrary percentage thresholds otherwise
place undue burdens on generic manufacturers and threaten patient access to life-saving treatments.
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