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0.4-2% of prescriptions, 40-46% of drug spending



High Expectations for Biosimilars



Disappointingly slow market penetration



Generics vs Biosimilars: structural market differences 

1. Commercialization channels: 
• Generics: mostly distributed via pharmacies (oral pills)
• Biosimilars: mostly administered within clinics (injectables) 

2.   Firm size/scope:
• Generic makers: atomized fringe 
• Biosimilar makers: large, multi-product firms 

Multi-product facet gives makers commercial leverage over clinics



Does commercial leverage shape biosimilar penetration? 

Reference Infliximab
(J&J)

Biosimilar Infliximab
(Pfizer)

Do J&J and Pfizer leverage the rest of their drug portfolios 
to advance their goals in the infliximab market? 



Clinic A:
• 32% of non-infliximab drug 

purchases from J&J
• J&J lev >> Pfizer’s lev
• Exclusive assortment (J&J)

Reference

(J&J)

Biosimilar

(Pfizer)



Clinic B:
• Pfizer lev >> J&J lev
• Exclusive assortment (Pfizer)

Reference

(J&J)

Biosimilar

(Pfizer)



Clinic C:
• Pfizer lev = J&J lev
• Non-exclusive assortment

Reference

(J&J)

Biosimilar

(Pfizer)



Evidence from 7 Molecule Markets, 2015-2021

• CMS data (20% representative sample)
• No private insurers, PBMs → focus on vertical maker/clinic relationship
• Leverage calculated from invoice (ASP) prices  

• Exclusion prevails: 4/5 clinics administer either the reference or the 
biosimilar products, not both 

• Conjectured mech.: foreclosure (exclusivity) - inducing rebate contracts

• Shift-share IV based on clinics’ differential exposure to makers’ time-
varying portfolio strength



Leverage Asymmetry Drives Exclusive Assortment

• Suggests widespread use of exclusivity-inducing rebate contracts 
• Asymmetric leverage → Exclusive (highest-leveraged maker)
• Symmetric leverage → Non-exclusive (stalemate)  
• Leverage effects → -11% to +5% of biosimilar share 

• Biosimilar makers have strong leverage and use it, but face head winds 
• Biosimilar adoption implies switching costs (training, logistics)

• Biosimilars are rarely selected under exclusive assortment 
• No leverage effects → +4% biosimilar share 



• Incumbent Product: Merck’s RotaTeq (pediatric rotavirus vaccine) 

• Entrant: GSK’s Rotarix   

• Merck’s contract:
• Portfolio-wide loyalty rebate: 5–7% discount
• Clinic must purchase minimum 90–95% of rotavirus vaccines from Merck

Sugartown Pediatrics v. Merck (2018)



Leverage→ Loyalty Rebates → Foreclosure Risk

• J&J’s Foreclosure-Inducing Rebate (Pfizer):
• = $27,572
• =  6% discount on J&J’s adjacent sales 
• Expressed through leverages: 

• Foreclosure more likely the smaller min(FIR)

→ Pr(Exclusion) = f(Leverage Asymmetry)
(+)

Measure of 
Symmetry



Primary analysis: aggregate “biosimilar sector”

Observation level (N=24,815):

Molecule / clinic / year / reference v biosimilar





Exclusive Assortment in 4/5 Clinics





Assortment 
Indicators

Leverage asymmetry, 
Differential leverage (biosim minus ref)

Molecule/clinic
FEs

Molecule-specific
time trends



Shift-Share Identification

• Intuition:
• Drug maker sells cancer and cardiovascular drugs
• Launches new cardiovascular drug
• Launch increases the maker’s leverage wrt clinics that serve both cancer and 

cardiovascular needs, not wrt those that serve only cancer

• Formulation:

• Shares , stable clinic emphasis on drug class k (=1,..,24)  
• Shifts (Revenues), market-wide class-k portfolio strength 





∆ 1 SD Lev. Assym. → ∆ Pr(Excl. Assort) = 0.028

∆ 1 SD Diff. Lev → ∆ Pr(Biosim | Excl. Assort) = 0.007



Leverage effects are strongest in markets with a 
single biosimilar competitor



Within-biosimilar choice: Leverage matters, but entry 
order matters more



1. The economics of biosimilars are very different to those of generics 
• Generic markets: 

+ Defensive incumbent + aggressive generic fringe 
+ After pay-for-delay, flood gates open
+ No multi-product considerations 

• Biosimilar markets: 
+ An oligopoly 
+ Multi-product considerations are first order 
+ Flood gates never really open, penetration by drip 

2. Commercial relationships (leverage) as a barrier of entry 
• Why is Pfizer prioritizing biosimilars over original biologics? 

+ Comparative advantage in terms of leverage 
• Can any firm penetrate the biosimilar market? 

+ Unlikely. The “right” commercial capabilities are needed. We can probably predict     
biosimilar entry at the firm level. 

• Is the amount of biosimilar innovation a matter of clinical trial cost? 
+ It may be more about monetization (extracting value from successful launches)

Discussion points



Thank you


