VALUE-BASED CONTRACTS:
CHALLENGES AND OPPORTUNITIES
Breakthrough medicines are revolutionizing how we fight disease, but too often patients have to fight to access
these treatments. We can improve access and affordability for patients through market-based reforms that promote
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1. Value-based contracts can improve patient outcomes. As biopharmaceutical companies reduce theoutdated laws and
regulations that limit the ability of private companies to negotiate better deals for medicines.
Value-based contracts have the potential to benefit patients and the health care system in several ways:
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Value-based contracts—also known as results-based contracts—can help patients and the
health care system in several ways:

OUTCOMES-BASED CONTRACTS ASSOCIATED WITH
COPAYMENT LOWERING EFFCT*

1. Value-based contracts can improve patient outcomes.

As biopharmaceutical companies reduce the payer’s risk
for suboptimal outcomes, payers are able to provide
broader access to innovative medicines. This allows
payers and biopharmaceutical companies to do more
to support appropriate patient use of medicines. A
2017 analysis found that 38% of payers with outcomesbased contracts experienced improvements in patient
outcomes.I

2. Value-based contracts can reduce medical costs.
Recent data show that if results-based contracts lower
the burden of diabetes in the United States by 5%, the
United States could save more than $12 billion annually.
This data complements a 2017 analysis that found 33%
of payers that used results-based contracts experienced
cost savings.II

3. V alue-based contracts can reduce the cost of medicines. A recent analysis found that in the past two years,
commercially insured patients in health plans with value-based contracts for diabetes, high cholesterol and HIV
medicines had copays for those medicines that were, on average, 28% lower compared to patients in other plans.III
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BARRIERS TO VALUE-BASED CONTRACTS
Government regulations should not prevent the private sector from developing new and better ways to pay for
medicines. Advancing common sense policy solutions will help ensure we get the right medicine to the right patient
the first time. In surveys, payers and PhRMA members identified a range of barriers that limit the scale and scope of
value-based contracts in the market.IV,V In 2018, the U.S. Food and Drug Administration (FDA) released final guidance
on communications with payers, which was a substantial and positive step forward in allowing biopharmaceutical
companies to communicate in support of value-based arrangements.
To spur more of these arrangements, we also need to reform regulations that discourage companies from offering
discounts that are tied to outcomes rather than volume. And we need to clarify existing Medicaid best price
requirements that inhibit companies from taking on more risk in new payment arrangements.
In addition to regulatory barriers cited in the PhRMA member survey, biopharmaceutical companies noted that
significant operational barriers standing in the way of these contracts. Companies cited their inability to measure and/or
track real-world outcomes as a leading barrier to implementing these new approaches to paying for medicines.
Value-based contracts can reduce health care system costs and can make medicines more affordable and accessible
for patients. While the market is beginning to move in this direction, we need public policy reforms that allow these
innovative payment arrangements at a greater scale.

BREAKTHROUGH MEDICINES
ARE REVOLUTIONIZING HOW WE
FIGHT DISEASE, BUT TOO OFTEN
PATIENTS HAVE TO FIGHT TO
ACCESS THESE TREATMENTS.
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