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 How should life science executives approach revenue optimization in  
the 2020s? 

 Digital transformation is driving investment and innovation in the life sciences as never before. Recent IDC surveys have 
found that less than 10% of life science respondents do not plan to deploy their revenue management solutions in the cloud 
by 2020. This migration of applications and data to the cloud presents both opportunities and challenges. Access to this data 
across the enterprise will allow tools such as prescriptive and predictive analytics and artificial intelligence (AI) to discover 
patterns and anomalies in data such as pricing, contract terms, chargebacks, returns, and rebates. Minimizing errors in 
interpreting this data can contribute to reducing revenue leakage for manufacturers and other partners, possibly adding up 
to 4% of total revenue to their bottom lines in many cases. Using automatic software updates and revisions, cloud-based 
revenue management solutions can allow real-time adjustment of results to reflect changes in pricing regulations. 

 What is the outlook for regulatory change in pharma and medtech?  
How will that affect revenue for life science companies? 

 In the United States, several competing proposals have been floated to deal with high and rising drug costs. Various 
recommended provisions would allow the Department of Health and Human Services (HHS) to negotiate directly with 
drug companies to determine drug prices in Medicare plans or assign caps to out-of-pocket costs for recipients. Others 
attempt to limit future increases in drug prices compared with general inflation indexes, improve average selling price 
(ASP) calculations, patch up the Medicare Part D "donut hole," and reduce drug spending by minimizing "spread pricing" 
revenues going to pharmacy benefit managers (PBMs). Still others propose to peg U.S. drug prices to international price 
indexes. None of these proposals is assured of becoming law, but adopting comprehensive, life science–specific revenue 
management solutions can help simultaneously ensure compliance and maximize revenue for manufacturers.  

  

This IDC Analyst Connection takes a look at the various pricing trends and other factors 
expected to shape revenue management in the life sciences. 
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Similarly, many stakeholders agree that the 340B pricing program, which allows "covered entities" that provide care to 
large numbers of poor or underserved patients to purchase drugs at Medicaid-level prices, has drifted away from its 
original intended purpose. Revenue management software can provide analysis of 340B pricing, which can help flag 
pricing errors and abuse. 

Prescription drug shipments continue to be subject to the track-and-trace and serialization provisions of the Drug Supply 
Chain Security Act (DSCSA), which mandates unique product identifiers and tracking systems for drugs in the United 
States, but only at the lot level for now. Item-level tracking and serialization will be mandatory in 2023. Similarly, the  
EU Falsified Medicines Directive is expected to be fully enforced in 2020. Manufacturers should be prepared to not only 
comply with these directives but also benefit from transaction data to help increase transparency in their supply chains, 
reducing revenue leakage and preventing shortages of critical drugs. 

  What pricing trends will be most important in coming years? 

 In medtech, value-based pricing will become even more important. Medtech 
manufacturers can use this trend to their advantage by emphasizing total procedure 
costs, such as reductions in surgery times or faster recovery times for patients. 
Successfully implementing these strategies will require collaboration with providers, 
early adopters, and payer organizations. Medtech companies should consider tools for 
patient engagement such as smartphone apps, which may help adherence to 
prescriptions, doctor visits, and physical therapy. Tender management solutions can also 
help medtech companies achieve higher revenues through volume pricing or portfolio pricing for diversified markets.   

Outcome-based pricing for prescription drugs has been a popular topic for several years as part of the solution to rising drug 
prices. However, it has been difficult for stakeholders such as providers, payers, and pharmaceutical manufacturers to agree 
on objective metrics to calculate fair pricing, incentives, or penalties. More data needs to be collected and studied to match 
short-term data (such as clinical trial results) with long-term population health data. The increased availability of real-world 
evidence (RWE) in therapeutic and clinical environments may help the prospects for outcome-based drug pricing. 

 How will global expansion influence pricing trends? 

 Global life science companies need to thrive in countries and regions with drastically different pricing and reimbursement 
structures and regulations. This can range from direct government-paid health systems to private insurance payers to 
hybrid systems. Public pressure will continue on drug companies to reduce country-level pricing that deviates from prices 
calculated using "baskets" of other countries, such as the United States compared with groups of advanced European 
countries plus Japan. The "baskets" of countries are used to calculate an average price — a "reference" price against 
which individual country prices are compared to make sure they are not too high or too low.  

Manufacturers must remain aware of international reference pricing, and they should consider various country-specific 
reference pricing programs when planning multiregion product introductions. Sequencing of global product launches can 
be modeled and optimized based on these country programs. 

In medtech,  
value-based pricing 
will become even 
more important. 
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 What can life science companies do to stay current with industry  
best practices? 

 The life science industry is highly regulated with a unique ecosystem of patients, payers, providers, manufacturers, and 
governments. It will remain critical to partner with software and service providers that have life science–specific industry 
expertise as well as deep experience in revenue management and technology. Partners and vendors that are familiar with 
regulatory changes and how to apply changes to revenue and channel management will be invaluable for manufacturers. 

In addition, migration of revenue management and related solutions to the cloud will become even more important. 
Applications hosted in the cloud can be updated automatically to the most current revision, reflecting best practices and 
regulatory changes. Digital transformation will allow access to multiple sources of cloud-based data and help eliminate 
silos within companies and between channel partners. Real-time access to these new sources of data will allow 
companies to apply new tools such as AI and analytics to optimize revenue streams. 

When choosing partners and solutions, life science companies should speak to multiple industry references first and 
determine a best fit for their company and current challenge. They should demand rapid implementation modules that 
can kick-start revenue optimization and keep them informed about industry best practices. 

 

About the Analyst 

 

 

 

 

 

 

 

 

Michael Townsend, Research Manager, Life Sciences Commercial Strategies 

Michael Townsend is a Research Manager for IDC Health Insights responsible for Commercial Life Sciences 
and Life Sciences Commercial Strategies. He provides research-based advisory and consulting services as 
well as market analysis on key topics within the commercial life science industry. Mr. Townsend's research 
expertise includes sales and marketing, supply chain, manufacturing systems, and emerging technologies 
and market trends. 

https://www.idc.com/getdoc.jsp?containerId=PRF004852


 

 

 

 

 

 Page 4 #US46092720  

IDC ANALYST CONNECTION Life Science Revenue Management in the 2020s: Monetizing Digital Transformation 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

IDC Corporate USA 

5 Speen Street 
Framingham, MA 01701, USA 

T 508.872.8200  

F 508.935.4015 

Twitter @IDC  

idc-insights-community.com  

www.idc.com 

This publication was produced by IDC Custom Solutions. The opinion, analysis, and research results presented herein are drawn from 
more detailed research and analysis independently conducted and published by IDC, unless specific vendor sponsorship is noted. IDC 
Custom Solutions makes IDC content available in a wide range of formats for distribution by various companies. A license to distribute 
IDC content does not imply endorsement of or opinion about the licensee. 

External Publication of IDC Information and Data — Any IDC information that is to be used in advertising, press releases, or promotional 
materials requires prior written approval from the appropriate IDC Vice President or Country Manager. A draft of the proposed 
document should accompany any such request. IDC reserves the right to deny approval of external usage for any reason. 

Copyright 2020 IDC. Reproduction without written permission is completely forbidden. 

https://www.idc.com/prodserv/custom_solutions/index.jsp

