
Specialty Drug Hyperinflation: 
The Risk to Patients and the Health 

Care System

Specialty drugs1  offer important hope for many patients 
with complex, hard-to-treat illnesses. While the price of 
specialty drugs at launch has received a great deal of 
attention – particularly with the recent controversy over the 
pricing of Hepatitis C drug Sovaldi2  – annual price 
increases have largely slipped under the radar screen. 
However, annual price increases are equally – if not more – 
troubling given the tendency for manufacturers to raise 
prices of specialty drugs far in excess of inflation. At a time 
of limited wage growth and when private and public 
purchasers are trying to hold the line on health care costs, 
these pricing trends are unsustainable.

Overview

In 2013, the U.S. health care system spent more than $80 billion on specialty 
drugs, which cost on average 37 times as much as traditional drugs.3  
Specialty drugs currently represent only 1 percent of all U.S. prescriptions4  
but make up more than 31 percent of drug spending, and are expected to 
increase to 44 percent of overall drug spending by 2017.5   Key drivers of this 
anticipated increase in spending on specialty drugs include the introduction of 
many more new products to market, increased specialty drug utilization (of 
current and new products), and the much higher rate of inflation for these 
products.6 
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Between 2011 and 2013, specialty drug price increases far outstripped wage 
growth, increases in the consumer price index and the “hospital market 
basket”7  of health care goods over the same period.

Specialty Drug Hyperinflation: 
Escalating Costs for the Healthcare System

Hyperinflation of specialty drug prices impacts consumers, businesses 
and plans. In 2012, specialty drugs accounted for 17 percent of the average 
employer’s overall pharmacy costs,8  but they are projected to make up 40 
percent of an employer’s total pharmacy spend by 2020.9  Specialty drug 
spending per member per year is anticipated to increase from $290 in 2012 
up to $845 by 2018.10  

Specialty drug price inflation affects taxpayers. The Medicare and 
Medicaid programs witnessed 45.9 percent and 35.8 percent increases in 
specialty drug spending respectively in 2014.11 

Many recent examples of manufacturers raising specialty drug prices far in 
excess of inflation exist. Enbrel, a specialty drug used for inflammatory 
conditions such as rheumatoid arthritis, increased in price 17 percent in 
2014.12   Similarly Humira, a competitor, increased 17.6 percent in 2014.13  
These increases were on top of a 15 percent price increase for specialty 
drugs treating inflammatory conditions the year before that.14
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During that same period, consumer prices rose 1.5 percent.15  A month’s 
supply of one of these therapies averages $3,000, so a 15 percent increase 
would add $450 a month, or $5,400 a year, to a patient’s prescription costs. 

Because Enbrel and Humira are not cures, but rather treatments, patients 
taking these drugs have and will continue to absorb – either through higher 
premiums or greater burdens on employers –dramatic cost increases for 
every year they take the products. Such hyperinflationary increases financially 
burden patients, family members, businesses and tax payers, and over time 
potentially threaten access to medically necessary prescription drugs.

Access to Important Medications in Jeopardy 

Large, compounded price increases in already expensive specialty products 
yield cost increases that greatly exceed those of any other prescription drug 
product on the market. This creates a situation in which products that were 
priced virtually out-of-reach at the time of their launch become increasingly 
inaccessible and unaffordable over time due to inflation. The result is reduced 
patient access to important medications and excessive premium and out-of-
pocket costs.  Over the last three years, businesses and consumers have 
experienced an increase of approximately $300 per year in their premiums 
due to the cost of specialty drugs (which average $3000).17   On the other 
hand, traditional medications, averaging $58, have added less than one 
dollar per year to premiums over the same time period.18 
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This situation is particularly devastating for the large population of people with 
chronic conditions, such as multiple sclerosis, HIV and cancer, since they rely 
on specialty drugs that are life-long maintenance treatments.

Acthar, a hormone-based drug originally indicated for use in 
treating infantile spasms, has been on the market since 1952. The 
product was not widely known until Questcor Pharmaceuticals 
bought it in 2001 for $100,000. At that time, the price of Acthar 
was $40 per vial. However, Questcor swiftly raised Acthar’s price, 
which reached $23,000 per vial by 2007. Since then, the company 
has aggressively marketed Acthar as a specialty drug for the 
treatment of more common chronic conditions, including multiple 
sclerosis and lupus.19  

Scant clinical evidence exists to demonstrate Acthar is more 
effective than much cheaper alternatives to treat these chronic 
conditions. However, Acthar received FDA approval for use in the 
treatment of multiple sclerosis, lupus and other diseases decades 
ago, prior to the FDA requiring manufacturers to conduct new 
clinical trials before marketing a drug for additional indications.20 

Given the limited data, high price, and cheaper alternatives, Acthar 
is not often prescribed by doctors for conditions other than infant 
spasms.21  Physicians who do commonly prescribe Acthar for the 
treatment of conditions such as multiple sclerosis or lupus often 
have financial ties to Questcor. These physicians typically receive 
research grants, payments for delivering speeches on behalf of the 
company or compensation for serving on advisory boards.22  

The Case of Acthar:

Pricing a Critical Treatment Out of Reach for Babies and Their 
Families; Marketing a Specialty Product with Questionable 

Efficacy to the Chronically Ill
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Recent controversies in pharmaceutical pricing have brought attention to 
the launch price of new specialty medicines. Equally troubling, however, 
are the unsustainable price increases for these medicines after they are 
brought to market. These price increases are disturbing because they 
often appear completely arbitrary and independent of overall cost inflation. 

The status quo is unsustainable – our health care system cannot afford the 
unrelenting specialty drug price increases and devastating cost burden. A 
drug’s efficacy is only as good as its affordability. We hope this report helps 
spark a national discussion about potential solutions to the general crisis of 
affordability, and the specific, outrageous price increases in specialty 
medicines. 

Summary
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