
What Is the IPI Model?
In October 2018, the Trump Administration’s Department of Health and Human 
Services (HHS) proposed to implement an international pricing index (IPI) model 
for Medicare Part B drugs and biologicals. Part B drugs and biologicals include 
many drugs and biologicals administered by physicians and hospitals. The 
ostensible goal of the model would be to lower the price that the Medicare system 
pays for drugs to a level closer to the prices paid in other countries by pegging 
U.S. drug prices to the average price in a collection of other countries. 

The IPI Model Is Bad for Americans
The IPI model represents bad public policy and poor negotiation: It negates 
intellectual property protections, just like bad trade agreements do, and it 
abdicates all responsibility for market negotiation in favor of adopting the vagaries 
of foreign countries’ economic and pricing policies.

If implemented, the proposed IPI model would make sweeping changes to the 
drug and biological supply chain and would have implications for drug and 
biological manufacturers, distributors, group purchasing organizations, hospitals, 
and physician clinics, among others. The negative consequences of imposing the 
IPI model outweigh the benefits.
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The IPI model would be imposed on a large 
share of physicians and hospitals nationwide. 
By extension, these providers’ patients would be 
forced to adhere to the price-controlled model, 
too. This would reduce reimbursement for these 
hospitals and physicians’ practices which could 
force many of them to close and consolidate 
with larger health systems, thus making 
healthcare less accessible.

The IPI model would reduce the options 
available for doctors to offer their patients, thus 
undermining the overall quality of care. This is 
why many physician organizations oppose the 
IPI model.

In short, the IPI model would restrict patient 
access to lifesaving drugs.

How to talk about 
the IPI model
The IPI model represents bad public 
policy and poor negotiation: It negates 
intellectual property protections, 
just like bad trade agreements do, 
and it abdicates all responsibility for 
market negotiation in favor of adopting 
the vagaries of foreign countries’ 
economic and pricing policies.

Of the 27 
drugs HHS 
itself examined, 
only 
41% 
were 
universally 
available in  
16 comparison 
countries.

95% 
of new cancer 
drugs are 
available in 
the U.S.; only 

55% 
in HHS’s 
comparison 
countries.

17 
months: 
Average lag 
between the time 
cancer drugs are 
available in the 
U.S. compared to 
elsewhere. 

Fast Facts on Drug Access:
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The U.S. Should Encourage a Competitive Drug Marketplace Instead

The best way to lower consumer drug prices is to encourage a competitive 
marketplace, not to impose more government intervention in drug pricing. 

Improving approval processes at the FDA would enable drugs to enter the marketplace 
faster. It currently takes a decade or more to obtain FDA approval for new drugs and 
generics and costs billions of dollars to obtain the data necessary to obtain approval.

Particularly regarding biologic drugs like gene therapies, which are extraordinarily 
difficult to invent and cost billions of dollars to develop, the disincentives to 
development would result in vital drug therapies being unavailable—indeed 
undiscovered. In addition to providing life-saving drugs for patients, America’s current 
competitive pricing structure encourages research and development and thus benefits 
universities and other research organizations that are working to discover new drugs.

Protecting a competitive market for drugs is particularly important in encouraging the 
invention of new biologic pharmaceuticals and medical devices. Ultimately, the IPI 
model would cost lives.

Fast Facts on Drug R&D: 

Of nearly 7,000 
medicines in 
development globally, 
more than half are in 
the U.S., according to the 
Adis R&D Insight Database.

Biopharmaceutical 
companies employ 800,000 
Americans directly and 4.7 
million indirectly, according 
to TEConomy Partners 
(The Economic Impact of 
the US Biopharmaceutical 
Industry, 2017).

In 2016 alone, the American 
biopharmaceutical industry 
invested an estimated $90 
billion in R&D, according 
to Research!America (U.S. 
Investments in Medical 
and Health Research and 
Development, 2017).

The American 
biopharmaceutical industry 
invests, on average, more 
than 6 times more in R&D 
as a percentage of sales 
than other manufacturing 
industries, according to 
NDP Analytics (IP-Intensive 
Manufacturing Industries: 
Driving US Economic Growth).

It takes about 10 
years and $2.6 
billion to develop 
an FDA-approved 
treatment, according 
to DiMasi, Grabowski, and 
Hansen (Journal of Health 
Economics 47, 2016).

The U.S. Department of 
Commerce has found that 
international reference pricing 
and other price controls in 
foreign countries already 
suppress worldwide private 
R&D investment by 11-16% 
annually, leading to fewer new 
medicines launched each year.
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The IPI model would disproportionately target treatments for complex conditions 
like cancer and rheumatoid arthritis that are often required to be administered by 
a physician. The IPI model’s implications for revenue and R&D would create a 
disincentive both to develop new physician-administered drugs for patients with 
serious diseases and to develop competing drugs that would help the market function 
effectively. In short, American healthcare would suffer, becoming more like the 
healthcare in the countries to which drug prices were pegged.

Finally, the longer-term result of the IPI model would be to encourage a race to the 
bottom for the American healthcare system. The downward spiral encountered as 
the result of missed opportunities to develop new drugs would compound on itself to 
unknowable degrees, and HHS Secretary Alex Azar has said that every $1-2 billion 
reduction in R&D investment would lead to the development of one fewer new medicine 
per year. This curtailment in innovation, in turn, would make healthcare costlier in the 
future, according to the Council of Economic Advisors, because of having to treat 
problems that could have been averted (“Reforming Biopharmaceutical Pricing at 
Home and Abroad,” 2018).

The treatment of chronic disease is the number-one driver of Medicare costs. If 
medicine is the best way to combat chronic diseases, and thus also the best way to 
control Medicare costs, then the IPI model should be rejected.
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