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Figure 1: Example of the Flow of Funds and Prescription Drugs through the Supply Chain when a Medicare Part D Beneficiary

Purchases a Drug through a Part D Plan Sponsor Using a Pharmacy Benefit Manager (PBM)
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s Flow of prescription drugs

Source: GAO. | GAD-19-498

(United States Government Accountability Office )

Wholesaler purchases drugs
from manufacturer.

Manufacturer publishes list price
for drugs sold to pharmacies,
called the average wholesale
price. Pharmacy purchases drug
from wholesaler.

@ Medicare beneficiary
receives drug from pharmacy
and pays cost-sharing.

@ PBM pays pharmacy for the
remaining cost of the drug.

@ Part D plan sponsor pays
PBM for the drug.

PBM receives negotiated rebate
from manufacturer.

Pharmacy may pay fees to or
receive payments from PBM
based on factors such as the
pharmacy's performance relating
to certain metrics.

PBM passes on all or a
portion of both the rebates
from manufacturers and fees
from pharmacies to the Part D
plan sponsor.
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Gross Medicare Part D Expenditures, Net Part D Expenditures, and Rebates and
Other Price Concessions for All Part D Drugs, 2014-2016 (in billions of dollars)
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(Competitive Generic Therapies ; CGT_2020.05)
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