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Introduction and summary

COVID-19 has highlighted the importance of an effective government response to 
infectious diseases, epidemics, and pandemics. In the United States, the initial federal 
response to the coronavirus crisis was insufficient, causing up to an estimated 180,000 
avoidable deaths.1 And as the vaccine rollout continues to expand under increased fed-
eral efforts, the government must consider the tools it has to address not only COVID-
19 but also pandemics and epidemics more broadly.

One of these tools is bulk purchasing—the purchase of a large volume of a drug or 
vaccine with the aim of lowering the unit price of the drug in order to increase access 
among those who would benefit from it. 

This report explores how the federal government can use bulk purchasing of pre-
scription drugs, including vaccines, to address several ongoing public health crises 
in the United States, including the HIV/AIDS epidemic, the opioid epidemic, and 
COVID-19. First, the report provides an overview of how prescription drug prices 
have risen in recent years and of the significant impacts that high prescription drug 
prices have on patients. It then describes several methods that state and federal 
governments currently use to bulk purchase prescription drugs and other medical 
supplies. The final section outlines the crises noted above, which bulk purchasing is 
especially well-suited to help address. 
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An overview of prescription  
drug prices in the United States

Prescription drug prices have risen dramatically over the past several decades—at a rate 
much higher than inflation. A 2020 study by the University of Pittsburgh’s Center for 
Pharmaceutical Policy and Prescribing found that from 2007 to 2018, the list price for 
brand-name drugs increased by 159 percent on average.2 The same study found that net 
prices of prescription drugs increased by an average of 60 percent over the same period.3 

Pharmaceutical companies even raised the prices of more than 800 drugs during the 
COVID-19 pandemic, increasing the cost of nearly 70 drugs by an average of 3.1 
percent in July 2020.4 This trend has continued in 2021: A GoodRx analysis found that 
in January, drug companies raised prices on 832 drugs by an average of 4.5 percent.5 
These increases have been driven primarily by increases in the prices of brand-name 
drugs: In both 2020 and 2021, the overwhelming majority of drugs whose prices 
increased were brand-name drugs.6 While the percentage-point increase in prices was 
higher for generic drugs in 2020, brand-name drugs are more than six times as expen-
sive on average.7 This means that a smaller percentage-point increase in the cost of a 
brand-name drug can often result in a larger dollar amount increase for patients. 

In addition to consistently increasing the prices of drugs, pharmaceutical companies 
often set higher prices in the United States than in other industrialized countries. A 
recent study by the Rand Corporation examined the list price charged for prescription 
drugs in the United States and 32 other countries, including Mexico, Canada, and the 
United Kingdom. It found that drug prices in the United States were an average of 2.56 
times higher than in the comparison countries.8 Even after adjusting for rebates and 
other discounts, prices for drugs in the United States were still 90 percent higher than 
in the comparison countries.9 A recent report by the U.S. Government Accountability 
Office arrived at a similar conclusion, finding that prices in the United States were 
between two and four times higher than those in Australia, Canada, and France.10

These high drug prices and price increases have real, deadly consequences. A late 2019 
poll by Gallup found that 22.9 percent of Americans reported that it was somewhat 
or very difficult to afford their prescription drugs, and 3 in 10 Americans did not take 
their medicine as prescribed because of cost.11 Rationing medication can lead to serious 
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negative health outcomes, including death. A 2019 study published in the Journal of the 
American Medical Association found that patients who rationed insulin were nearly three 
times as likely to have poor blood sugar control than those who did not have to ration.12 
After time, insulin rationing can lead to death.13 A similar study published in Circulation 
found that high drug costs were associated with medication nonadherence in patients 
with heart disease.14 

High prescription drug costs also strain federal and state budgets. A 2018 report 
by the U.S. Department of Health and Human Services found that Medicare pays 
nearly twice as much for physician-administered drugs than it would if U.S. prices 
were similar to those in many other industrialized countries.15 In 2019, Medicare and 
Medicaid spent nearly $290 billion on prescription drugs.16 A 2021 report from the 
Medicaid and CHIP Payment and Access Commission highlights states’ struggles to 
contain costs for high-price drugs and the need for federal action.17 For these reasons, 
policymakers must adopt reforms to ensure that prescription drugs are affordable for 
the patients who need them.
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How bulk purchasing can lower  
drug spending and help patients

Bulk purchasing has many different forms, and both the federal and state governments 
already use the practice. This section outlines three bulk purchasing programs in use in 
the United States and how they can serve as models for future bulk purchasing efforts.

The Vaccines for Children program

The largest and oldest bulk purchasing program in the United States is the Vaccines 
for Children (VFC) program, which provides vaccines to children who otherwise 
would not be vaccinated due to an inability to pay.18 The program was a response to the 
1989–1991 measles epidemic, during which tens of thousands of children contracted 
measles due to low immunization rates.19 

Under VFC, a program of the U.S. Centers for Disease Control and Prevention 
(CDC), the federal government purchases vaccines at a negotiated discount through 
the CDC and then distributes them across the country to state health departments 
and other public health agencies.20 Because the program centralizes the purchase of the 
vaccines, the federal government is able to obtain the necessary vaccines at a reduced 
price. The discounts are primarily achieved through the CDC’s market power—the 
VFC program is estimated to purchase more than 40 percent of childhood vaccines 
in the United States—and the prices for vaccines are capped at the inflation-adjusted 
price the CDC paid before the program was established.21 A CDC estimate of the pro-
gram’s benefit found that from its inception in 1994 through 2018, VFC prevented 419 
million illnesses, 26.8 million hospitalizations, and 936,000 deaths—and saved nearly 
$2 trillion in societal costs.22

Importantly, VFC is an entitlement program, meaning it establishes a federal right for 
eligible children to receive all CDC-recommended vaccines.23 The program also limits 
eligible families’ costs to administration fees and office fees and explicitly prohibits 
an eligible child from being refused a vaccination due to a family’s inability to pay an 
administration fee.24 These critical protections must be included in future bulk pur-
chasing programs that address public health crises. 
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Subscription-based purchasing

In response to the high initial list prices of hepatitis C cures in the early 2010s, pay-
ers—including public insurance programs—imposed “significant access restrictions” 
on the drugs in order to reduce the impact on their budgets.25 Despite these restric-
tions, the high price of one of these cures, Sovaldi, continued to significantly burden 
public insurance programs, especially Medicaid. State Medicaid programs spent $1.3 
billion on the drug to treat less than 17,000 of roughly 700,000 enrollees with hepati-
tis C.26 To increase access, states explored alternative payment methods for the drug, 
including subscription-based purchasing.

Subscription-based purchasing works similarly to the subscription models used by 
streaming services: Drug purchasers pay a flat, negotiated fee to the pharmaceutical 
company in exchange for an increased supply of a particular drug over a negotiated 
period.27 States have used this model to great success in their prescription drug pur-
chasing, especially with high-cost, specialty drugs. 

Louisiana was a pioneer in the use of subscription-based purchasing. In June 2019, the 
state signed a contract with Asegua Therapeutics, a subsidiary of Gilead Pharmaceuticals 
that manufactures Harvoni, a cure for hepatitis C.28 Due to the high unit price of these 
cures, in 2018, the state was only able to treat approximately 1,000 of the 40,000 people 
in its Medicaid and incarcerated populations who had hepatitis C.29 The state has treated 
more than 7,500 people since the program’s inception.30 While this is slightly short of its 
goal of 10,000 by the end of 2020, it still represents a considerable improvement over its 
pre-bulk purchasing treatment levels.31 

Washington state has also pursued subscription-based purchasing for hepatitis C 
drugs. The state uses a “modified subscription model,” paying a negotiated price for the 
drugs up to a maximum total expenditure, after which the state pays a nominal amount 
for additional drugs.32 Another difference in Washington’s approach is the manufac-
turer. In 2019, the state contracted with AbbVie, the company that produces Mavyret, 
another cure for hepatitis C.33 The state treated about 7,300 of its estimated 59,100 
residents with hepatitis C in 2018; Washington officials said that after beginning the 
program the next year, the state treated noticeably more cases, after which the number 
of people treated each month decreased and remained steady.34 

The experiences of Louisiana and Washington state highlight several features of 
subscription-based purchasing that are useful in addressing other diseases, epidemics, 
and pandemics. First, they highlight the efficacy of bulk purchasing drugs to treat dis-
eases for which there are few treatment options or for which treatments are produced 
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by a limited number of prescription drug companies. Gilead and AbbVie produce five 
of the six FDA-approved and recommended cures for hepatitis C,35 increasing their 
negotiating power and potentially reducing supply of the drugs. Early experiences with 
Sovaldi, and later Harvoni, demonstrate that pharmaceutical companies will often price 
drugs as high as they think will be acceptable, regardless of the impact on access. For 
payers with limited budgets, such as state governments, this can introduce significant 
access barriers. Second, they demonstrate the variety of approaches possible under the 
umbrella of subscription-based purchasing, ranging from Louisiana’s experience with 
a direct subscription—a single flat fee for increased supply—to Washington’s use of a 
modified subscription model, which is essentially unlimited use after a negotiated level 
of spending. Above all, these states’ efforts show that increasing access to prescription 
drugs does not require purchasers to increase their spending. Washington state spent 
around the same amount on these drugs as before the subscription model while treating 
nearly twice as many patients. 

Medicaid drug purchasing

A third example of leveraging volume to lower prescription drug prices in the United 
States is state governments’ implementation of supplemental prescription drug rebates 
through multistate drug purchasing pools. There are three multistate Medicaid drug 
purchasing programs: the National Medicaid Pooling Initiative (NMPI), the Top 
Dollar Program, and the Sovereign States Drug Consortium (SSDC).36 Among the 
three programs, a total of 30 states and Washington, D.C., pool their Medicaid drug 
purchasing to obtain additional discounts beyond federally required rebates.37 

These Medicaid drug purchasing programs primarily achieve savings through the use of 
supplemental rebates, which are essentially additional discounts to state governments 
from pharmaceutical companies for their drugs.38 Currently, 46 states and Washington, 
D.C., have negotiated supplemental rebates for their Medicaid programs; Hawaii, New 
Jersey, New Mexico, and South Dakota do not negotiate rebates independently or as 
part of a purchasing pool.39 By pooling drug purchasing, these programs increase the 
market power of the state purchasers, as the potential for multiple states to impose 
similar utilization management restrictions on prescription drugs that are too expensive 
could represent a greater loss of revenue than the negotiated supplemental rebates.

Supplemental rebate agreements represent significant savings for state governments. 
For example, after joining the SSDC in 2008, Vermont saved an additional 4.7 per-
cent—more than $5 million—on prescription drug spending that year.40 New York 
reported significant savings through its program as well, spending more than $80 mil-
lion less in 2007 than it otherwise would have due to its participation in the NMPI.41 
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Medicaid purchasing pools demonstrate the ability to focus efforts across multiple 
states, which is particularly important for diseases that are more prevalent in some 
regions of the country than others. For example, HIV and opioid use disorder are 
more prevalent in the South and Appalachia, respectively, than in the rest of the 
country.42 Multistate purchasing allows regions of the country to address their unique 
health issues holistically rather than split their effort across state lines. The practice 
also emphasizes the ability of existing mechanisms to address high prescription drug 
costs, negating the need for an entirely new program.
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What crises should the federal 
government focus on with  
bulk purchasing? 

There are several ongoing health crises that a federal bulk purchasing program would 
be well-suited to address. All of these can be addressed through medication use, but the 
prescription drugs needed for prevention or treatment are unaffordable for many people. 

Considerations for bulk purchasing
The federal government should consider several fac-
tors when establishing a bulk purchasing program to 
respond to epidemics or expand such a program to other 
diseases:
•	 Is the disease treatable or preventable by medication? 
•	 Is cost a barrier to accessing the medicine? 
•	 To what extent does the cost of a drug burden health 

system finances? 
•	 How can other interventions, such as government 

patent use or march-in rights, be used to further 
reduce the price of the drug? 

HIV/AIDS

A federal bulk purchasing program for HIV prevention drugs could be a critical tool 
in helping end the HIV/AIDS epidemic in the United States. Originally discov-
ered in the 1980s, HIV is an autoimmune virus that attacks the body’s ability to 
resist disease.43 In 2012, the U.S. Food and Drug Administration (FDA) approved 
Truvada, the first drug to prevent—rather than treat—HIV infection.44 The practice, 
called preexposure prophylaxis (PrEP), is incredibly effective. When taken daily as 
prescribed, PrEP drugs reduce the spread of HIV through sex by about 99 percent, 
leading the U.S. Preventive Services Task Force (PSTF) in 2019 to recommend its 
prescription to high-risk patients.45 Under the Ryan White HIV/AIDS Program, the 
federal government already funds the AIDS Drug Assistance Program that provides 
drugs to treat HIV in low-income people, but the 
funds cannot be used to purchase PrEP drugs because 
the funds are designated for the care and treatment of 
people diagnosed with HIV, rather than prevention.46

Unfortunately, PrEP drugs are unaffordable for many 
of the patients who need them. Truvada costs around 
$1,600 to $1,800 per month, and a more recent PrEP 
drug, Descovy, costs more than $2,000 per month.47 
These high prices lead to serious disparities in infection 
rates. African American and Hispanic/Latino people 
constituted nearly 70 percent of new HIV infections in 
2018, and 65 percent of those infections were among 
men who have sex with men.48 
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These disparities in infection rates are in part caused by disparities in health coverage: 
In 2018, Black people and Hispanic people were, respectively, more than 53 percent and 
153 percent more likely to be uninsured than white people.49 While the PSTF recom-
mendation means that most insurers must cover these drugs without cost-sharing,50 
uninsured individuals must find other methods of payment if they cannot pay for the 
drugs out of pocket. The recommendation also does nothing to lower the price paid for 
the drug, meaning that health care funds are spent less efficiently. For example, there 
are an estimated 2 million incarcerated people living with HIV in the United States, 
and prison conditions often cause increased risk of HIV transmission.51 High prices for 
PrEP drugs strain state budgets, further reducing access to care for these patients.

Bulk purchasing of PrEP drugs by the federal government would be an extremely 
effective intervention to help end the HIV/AIDS epidemic in the United States. While 
insured patients now have access to PrEP drugs without cost-sharing, uninsured patients 
represent a disproportionately at-risk group. Ensuring access to these needed prescrip-
tion drugs would reduce HIV rates and, importantly, disparities. Bulk purchasing would 
also work to reduce the unit price paid across payers, ensuring that coverage mandates do 
not have the unintended consequence of increasing the cost of insurance premiums. 

Bulk purchasing to reduce the unit price of PrEP drugs could potentially be made even 
more effective through the use of—or even the threat of using—either the federal gov-
ernment’s patent use authority or its ability under the Bayh-Dole Act to “march in” on 
patents that are based on federally funded research.52 The federal government has the 
authority to license patents for any good so long as it provides “reasonable and entire 
compensation” to the patent holder, and the federal government can also exercise its 
march-in rights to license a patent that resulted from federally funded research if a drug 
company has not achieved practical application of the research.53 Because the initial 
research into PrEP drugs was federally funded and conducted, multiple courts have 
found that the federal government owns some of the patents for Truvada.54 This opens 
the drugs up to march-in rights. The federal government should assert its patents to 
lower Truvada’s unit price and target bulk purchasing at the portions of the patents 
that the government does not own, further increasing bulk purchasing’s efficacy. 

Opioid use disorder

The United States can also address opioid use disorder (OUD)—also known as the 
opioid epidemic or opioid addiction—through bulk purchasing. In the late 1990s, phar-
maceutical companies assured providers that opioids were nonaddictive pain relievers, 
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resulting in high rates of prescription.55 Over the next two decades, three waves of opioid 
overdose deaths emerged: first from prescription opioids; second from heroin; and third 
from other synthetic opioids such as tramadol and fentanyl.56 From 1999 to 2019, nearly 
588,000 people died from an opioid overdose in the United States, with 71,000 of those 
deaths occurring in 2019.57 An estimated 1.6 million people had an OUD in 2019.58

In recent years, the FDA has approved several drugs to treat OUD. These drugs are 
prescribed in conjunction with counseling and other behavioral health interventions 
and reduce withdrawal symptoms and psychological cravings for opioids.59 Referred to 
as medication-assisted treatment (MAT), these drugs are extremely effective at treating 
OUD. Each of the three drugs that the FDA has approved for MAT use—methadone, 
buprenorphine, and naltrexone—significantly increase patient adherence to behavioral 
health treatment and reduce opioid misuse and deaths.60 More modern, injectable 
versions of these drugs are more effective than daily oral use but are significantly more 
expensive, reducing access to effective treatment.61 MAT is also associated with reduced 
transmission of HIV and hepatitis C, as it helps reduce risky injection practices.62 

Medication-assisted treatment as harm reduction
MAT is part of a larger strategy of “harm reduction.” 
Throughout history—from Prohibition, which started in 
the early 1920s, to the modern war on drugs—adult use 
of many drugs has been criminalized, and the police have 
enforced these laws much more aggressively in com-
munities of color, especially Black communities.63 Harm 
reduction seeks to support people affected by substance 

misuse by reducing the negative consequences associated 
with drug use rather than focusing solely on reducing drug 
use itself.64 Importantly, harm reduction acknowledges the 
reality that drug use is part of society and works to give 
people the tools to use drugs more safely, including tools 
to reduce physical and psychological dependency.65

Bulk purchasing of MAT drugs would help increase access to them, reducing opioid 
overdose deaths. In 2020, the Pew Charitable Trusts identified several barriers to 
MAT use in the treatment of OUD.66 Bulk purchasing could directly address two of 
these gaps—limited insurance coverage and stigma associated with opioid use disor-
der—and the federal government has recently taken steps to address the barrier of a 
lack of qualified prescribers.

The Affordable Care Act requires health insurers to cover substance use disorder treat-
ments, but it does not specify what benefits must be covered.67 Unlike PrEP drugs, 
whose no-cost coverage is required due to PSTF recommendation, there is no mandate 
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for health insurers to cover MAT or for similar organizations to establish such a man-
date.68 Because of this, some plans only cover less effective treatments such as abstinence-
based counseling, meaning patients enrolled in MAT programs may have to pay for their 
drugs entirely out of pocket. A bulk purchasing program would allow for the federal 
government to fill in gaps in this coverage for both underinsured and uninsured patients.

Similarly, the federal government embracing and supporting the widespread use of 
MAT to treat OUDs would help address stigma associated with drug addiction and 
treatment. For example, the widespread use of medication to treat depression has 
helped reduce stigma associated with the mental health condition.69 It would also rep-
resent a significant embrace of harm reduction in the federal government’s response 
to the opioid epidemic, rather than continued criminalization, further promoting the 
idea of OUD as a disease to be treated rather than a moral failure to be punished.70 
The federal government is already taking steps in this direction: In 2018, Congress 
enacted the SUPPORT for Patients and Communities Act, which, among other things, 
expanded Medicare coverage of MAT services to include those provided by opioid 
treatment programs.71 More recently, the Biden administration announced that it is 
loosening the regulations around buprenorphine prescribing, further lessening the 
stigma associated with MAT and reducing the barriers to prescription for patients.72

In addition to improved health outcomes that would result from increased MAT 
access, bulk purchasing can help reduce spending on these drugs without risking 
patient access. Medicaid spending on MAT drugs, for example, has increased dramati-
cally over the past decade. In 2010, Medicaid programs spent less than $20 million on 
buprenorphine, naloxone, and naltrexone before rebates; by 2019, that amount had 
increased to nearly $280 million—a more than 1,300 percent increase.73 This level of 
spending is somewhat understandable given the concentration of people with OUD 
who are Medicaid beneficiaries. The Kaiser Family Foundation estimates that the pro-
gram covers 38 percent of nonelderly adults who have OUD and that about 5 percent 
of beneficiaries were diagnosed with OUD in 2016.74 

MAT spending is also high in the criminal justice system. Among incarcerated people, 
this number is nearly double that of the general population. Some prisons report opi-
oid dependency rates of nearly 10 percent.75 A 2018 study published in the American 
Journal of Drug and Alcohol Abuse examined the experiences of a large urban jail in New 
Mexico and found that the average cost of MAT was $115 per week and $689 for an 
average course of treatment.76 This can result in significant costs associated with MAT 
use in prisons, especially in states that have not expanded Medicaid.77 Utilizing bulk 
purchasing to reduce the cost of OUD drugs is key to reducing government spending 
and improving outcomes.
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State governments have already experimented with bulk purchasing to respond to the 
opioid epidemic. In particular, states have used bulk purchasing to increase access to 
naloxone, a drug meant to quickly reverse an opioid overdose, addressing the poten-
tial acute consequences of OUDs.78 Massachusetts has operated a bulk purchasing 
program for naloxone since 2015 in response to increasing numbers of opioid over-
dose deaths.79 In the first year of the program, more than 80 cities and towns in the 
state participated, saving more than $185,000.80 The state purchases the drug through 
the U.S. Communities Government Purchasing Alliance, a nonprofit that coordinates 
government procurement nationwide.81 Similar to Medicaid drug purchasing pools, 
this allows Massachusetts to leverage even greater volume in its discount negotiations. 

COVID-19

Finally, bulk purchasing has already been used to respond to the COVID-19 pandemic, 
and it should be extended to include potential future vaccine boosters. During the 
spring of 2020, evidence emerged that remdesivir, an antiviral drug originally developed 
to treat Ebola, was effective at treating COVID-19.82 In May, the FDA granted emer-
gency use authorization to the drug, and in June, the federal government announced it 
had purchased large amounts of the drug to help facilitate access throughout the coun-
try.83 In July 2020, the Trump administration purchased 100 million doses of the Pfizer-
BioNTech vaccine, and in December 2020, the Trump administration purchased an 
additional 100 million doses of the same vaccine.84 While the December purchase was 
a more traditional bulk purchasing arrangement, leveraging the federal government’s 
purchasing power to increase access to these needed vaccines, the July purchase also 
served to help reduce the risk of research and development costs to the pharmaceutical 
company, which the federal government has pursued for other infectious diseases—
such as Zika and Ebola—for which vaccines otherwise may not have been developed.85

More recently, the Biden administration has increased bulk purchasing to improve 
access to the three vaccines currently authorized for use by the FDA. Shortly after 
President Joe Biden’s inauguration, his administration announced it had purchased 200 
million doses of the Pfizer-BioNTech and Moderna-NIH vaccines. And in February 
2021, the administration announced it had purchased an additional 100 million doses 
of both vaccines, increasing the total vaccine supply purchased to 600 million doses.86 
In March 2021, the administration announced the purchase of 100 million doses of the 
Johnson & Johnson vaccine, which allowed every adult to be vaccine-eligible by May 1, 
2021, when combined with previous vaccine purchases.87
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The bulk purchasing efforts to respond to the COVID-19 pandemic have been suc-
cessful because they have incorporated features of other bulk purchasing programs. 
As with the Vaccines for Children program, access to the COVID-19 vaccines is an 
entitlement of every eligible patient, regardless of immigration or health insurance sta-
tus.88 Importantly, federal law requires that health insurers—or the Health Resources 
and Services Administration, for uninsured patients—cover administration fees.89 

These protections should be extended beyond the public health emergency. Both 
Pfizer and Moderna are testing whether a third booster dose of their vaccines is effec-
tive at addressing the emerging variants of the coronavirus, and Pfizer, Moderna, and 
Johnson & Johnson have indicated that they intend to raise the price of their vac-
cines.90 Increasing the price of the vaccines would restrict access and strain federal 
budgets, potentially extending the spread of the virus and allowing it to evolve into 
more contagious variants. Applying an approach similar to the Vaccines for Children 
program would help ensure that pharmaceutical companies’ price increases do not 
endanger public health or unnecessarily increase federal spending.
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Conclusion

The COVID-19 pandemic has made clearer than ever the importance of an effective 
government response to health crises in the United States. The nation is currently 
facing multiple epidemics in addition to the pandemic. Two of these—the HIV/
AIDS epidemic and the opioid epidemic—are in part fueled by a lack of access to the 
prescription drugs needed to most effectively treat them. 

The federal response to the COVID-19 pandemic has demonstrated the efficacy of 
bulk purchasing in responding to infectious disease epidemics. By establishing a bulk 
purchasing program for PrEP drugs to prevent the spread of HIV and MAT drugs in 
order to address opioid use disorders, the federal government can help put a stop to 
these epidemics and close disparities in rates of transmission and death from these 
diseases. Prescription drugs’ high prices have resulted in worse outcomes from several 
epidemics in the United States, and bulk purchasing is an important tool for both state 
and federal governments to respond more effectively.
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