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Introduction 

Today’s high-cost, low-quality pharmaceutical industry is not a new phenomenon. Both the 
renewed public outcry from across the political spectrum and a steady stream of media coverage 
on price gouging for lifesaving medicines have reenergized policymakers and advocates who are 
aiming to rein in unaffordable prescription drugs. Against the backdrop of this growing public 
scrutiny, recent studies expose Big Pharma’s unproductive and extractive business model and 
turn the industry’s main talking point—that high-cost medicines are the price society must pay 
for innovation—on its head. Recent research provides ample evidence that overpriced medicines 
are not necessary for the industry to find cures and innovate.1 Rather, high-cost and low-quality 
medicines are the price patients pay for an industry that prioritizes profit-seeking, which 
benefits shareholders, CEOs, and senior executives, over public health.

This issue brief is part of a series that shows how the pharmaceutical industry, like all markets, 
is structured by economic policy choices of the last 50 years—from tax policy and antitrust to 
patent law and corporate governance.2 We explore how these rules enabled the pharmaceutical 
industry, like many others across our economy, to become increasingly financialized and how 
this impacts people’s access to affordable lifesaving medications. 

This brief is organized in two parts. Section 1 examines the financialization of the industry as 
a whole and draws from leading empirical research to show how and why the pharmaceutical 
industry is increasingly financialized and how this contributes to high-cost medicines. This 
section also outlines the effects that financialization has on the pharmaceutical industry, 
including stagnant innovation—specifically spending on research and development (R&D)—and 
high drug prices. 

PROFIT OVER PATIENTS:
AMERICANS ARE PAYING FOR A FINANCIALIZED PHARMACEUTICAL 
INDUSTRY

ISSUE BRIEF BY KATY MILANI   |   JUNE 2019

1	 This issue brief draws heavily from William Lazonick’s research on corporate financialization in the US economy, and 
more specifically, his research with other scholars on the pharmaceutical industry (see Lazonick et al. 2017 and Tulum 
and Lazonick 2019).

2	 This is the third in a series of four issue briefs on the pharmaceutical industry. The first brief, “Profits Over Patients: How 
the Rules of Our Economy Encourage the Pharmaceutical Industry’s Extractive Behavior,” broadly examines how today’s 
economic policies—including tax policy, antitrust, and corporate governance—interact with pharma-specific rules to 
structure today’s high-cost pharmaceutical industry (Milani and Duffy 2019). The second brief shows how the industry 
captured and corrupted public policymaking processes at all levels of government (Margetta Morgan and Duffy 2019). 
The last brief reimagines the role of the government, so that it can directly invest in and produce affordable medicines 
(Sterling 2019).
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Section 2 analyzes the recent activities of 10 of the leading pharmaceutical companies in the US 
from 2017 to 2018. We analyze this period to test how corporate behavior and decision-making 
shifted since the passage of President Donald Trump’s tax law—known as the Tax Cuts and Jobs 
Act (TCJA)—in December 2017, which was sold as a policy that would stimulate the economy 
and grow workers’ wages.3 Our analysis finds that corporate spending on payments to 
shareholders, including stock buybacks and dividends, increased almost 75 percent 
from 2017 to 2018, totaling $115 billion or roughly 167 percent of these companies’ total 
net income. This means that the 10 leading pharmaceutical companies combined tapped into 
cash reserves or borrowed to fund spending to reward shareholders, instead of putting these 
resources toward innovation or lowering drug costs. 

To illustrate the magnitude of Big Pharma’s spending on shareholders, this analysis takes a 
deeper look at two companies garnering public scrutiny for price gouging popular and life-saving 
medicines: Eli Lilly (diabetes medications) and AbbVie Inc. (arthritis medication). By comparing 
their spending on shareholders against the revenue from their blockbuster drugs (i.e., their 
highest-earning drugs), we expose the magnitude of spending on shareholder payments. We 
found that: 

Eli Lilly’s diabetes medication earned the company over $9 billion 
in 2018. The same year, Eli Lilly spent $6.5 billion on payments to 
shareholders in the form of buybacks and dividends combined. To put 
this spending on shareholders payments into perspective, the $6.5 
billion Eli Lilly spent on dividends and buybacks is equivalent to 68 
percent of the money that it made on diabetes drugs from patients.

AbbVie’s bestselling drug, Humira, earned the company $19.9 
billion in revenue in 2018. The same year, AbbVie spent $18.1 billion 
to reward shareholders in the form of buybacks and dividends 
combined. To understand the magnitude of AbbVie’s shareholder 
payments, the $18.1 billion spent on dividends and buybacks is 
equivalent to 91 percent of the money AbbVie made on Humira.

While this analysis focuses on two firms, they are not necessarily outliers. Instead, Eli Lilly and 
AbbVie illustrate the magnitude of Big Pharma’s spending to reward shareholders—which costs 
the public innovation and affordable medicines.

3	 The selection of the 10 firms analyzed in this issue brief builds on a 2018 Americans for Tax Fairness report analysis of 
Trump’s corporate tax cuts and the pharmaceutical industry: https://americansfortaxfairness.org/pharma-leaving-workers-
patients-behind/.
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Section 1: How Financialization Drives Today’s High-Cost, Low-

Quality Pharmaceutical Industry 
  
Like many US corporations today, pharmaceutical companies are increasingly financialized.  

How We Define Financialization

The term “financialization” describes two basic features of the 21st century economy:

1.	 Corporations are earning an increasing proportion of their total profits by engaging in 
financial activities (i.e., trading, lending, and generally operating like banks) instead 
of earning profits from traditional business activities, including making and selling 
products.  

2.	 Corporate profits are increasingly used to increase the short-term value of a 
corporation’s shares through share repurchase programs, also known as buybacks. Share 
buybacks benefit a subset of shareholders (more accurately described as sharesellers) 
who time the selling of their shares when prices are inflated around buyback programs. 
Typically, CEOs, senior executives, and speculative shareholders time the buying and 
selling of shares around buybacks to exploit short-term gains.4 Corporate spending on 
buybacks results in fewer corporate funds for productive business activities, such as 
investing in innovation, R&D, and worker pay.

The analysis in this issue brief largely focuses on the second part of the definition.

The financialization of the pharmaceutical industry is a direct result of rules and policy choices—
some formal, some informal—that can be traced back to an economic ideology known as 
shareholder primacy. What began as an academic theory promoted by free-market economists 
in the 1970s became a feature of American capitalism, which ultimately revolutionized the way 
that business leaders and policymakers view the role of corporations. Policymakers, jurists, and 
the business and financial community gradually adopted the doctrine that “the strategic goal 
of the company is profits, not products, and the purpose of the profits is to boost the company’s 
stock price” (Tulum and Lazonick 2018). In other words, the main purpose of corporations, 
including pharmaceutical companies, was to “maximize shareholder value (Lazonick and 
O’Sullivan 2000; Lazonick 2016).”  

As the ideology of shareholder primacy took hold, a series of policy changes permitted or 
encouraged corporations to engage in corporate practices and activities that distributed more 
cash to shareholders and CEOs—ultimately, transforming the business model of American 
corporations. This included allowing stock buybacks, restructuring executive pay to be tied to 
stock performance, and incentivizing activist hedge funds to go through shareholders in order 

4	 See Lazonick (2017) and Palladino (2018) for more background on the economics of share repurchases.
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to take over companies. For example, stock buybacks were considered market manipulation and 
functionally impermissible before the Securities and Exchange Commission (SEC) issued the 
“safe harbor” rule in 1982. Under this rule change, companies were allowed to buy back their 
own stock only under certain conditions without fear of penalty; corporate share repurchase 
programs are now the primary way profits are used within many sectors, including the 
pharmaceutical industry (Palladino 2018).5

Buybacks vs. Dividends 

Stock buybacks are one form of shareholder payouts that are available to corporations. 
Buybacks, or open-market share repurchases, occur when companies purchase back their own 
stock from shareholders on the open market. When this happens, the company reabsorbs that 
portion of its ownership that was previously distributed among other investors. In turn, this 
reduces the number of outstanding shares in the market, resulting in an artificial increase in the 
price per share. The logic is that of supply and demand: When there are fewer shares available 
to purchase, then an upward demand will increase share prices (Palladino 2018). Buybacks 
financially benefit a subset of shareholders—i.e., those shareholders who time selling their 
holdings around buyback announcements when share prices spike. This subset of shareholders 
are speculative, short-term oriented shareholders, CEOs, and senior executives (Lazonick and 
Jacobson 2019).

Before buybacks became commonplace, corporations generally distributed profits to 
shareholders in the form of a cash dividend, or a payment from corporate earnings made to 
investors in the form of cash. Buybacks and dividends differ in a few key ways: Historically, 
corporate dividend activity has been much less volatile than buyback activity, which can rise and 
fall quickly and more closely tracks the stock market and the business cycle (Leary and Michaely 
2011). This is, in part, because dividends (with the exception of “special dividends”—a one-time 
distribution of earnings) require a longer-term commitment on the part of corporations than 
stock buybacks. Compared to buybacks, issuing (regular or special) cash dividends also has a less 
predictable and less manipulative impact on a company’s stock price—and thus is less prone to 
gaming by executives or activist investors for their own gain (Moreano 2012). 

5	 See Palladino (2018) for more background on the rule change.

Under this rule change, companies were allowed to buy back their 
own stock only under certain conditions without fear of penalty; 
corporate share repurchase programs are now the primary way 
profits are used within many sectors, including the pharmaceutical 
industry. 
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Corporate dividend practices are not without problems, and a wholesale shift from buybacks 
to dividend payments would not solve the problem of low investment and innovation in today’s 
high-cost pharmaceutical industry. In fact, while buyback spending exploded over recent 
decades, firms have also increased dividends, albeit at a lower rate (Buttonwood 2015). However, 
banning buybacks and taxing dividend payments at a higher rate, or at the same rate of labor 
income, is part of the solution to rein in financialization and shareholder power. 

There are several indicators that today’s pharmaceutical industry is increasingly financialized, 
including higher payments to shareholders and CEOs and the rise of hedge funds in the industry.

Financialization in Big Pharma Means More Money to Shareholders and CEOs 

The rise of shareholder primacy animated changes to economic policy, such as the buybacks safe 
harbor rule described above, that encouraged corporate executives to shift their business model, 
as described by William Lazonick, from “retain and reinvest” to “downsize and distribute.”6 
This meant that pharmaceutical companies began to spend less on productive investments 
and more to reward shareholders in the form of higher shareholder payments. Öner Tulum 
and William Lazonick, who have together conducted the leading research on financialization 
and the pharmaceutical industry, found that 17 pharmaceutical companies in the Standard and 
Poor’s (S&P) 500 distributed over 100 percent of their combined profits to shareholders in the 
form of buybacks and dividends from 2008 to 2017 (Tulum and Lazonick 2019). This meant that 
pharmaceutical companies used a combination of the company’s savings—known as retained 
earnings—or borrowed to fund part of their buyback programs. Their study also found that 
the same firms spent 12 percent more on payments to shareholders than on R&D (Tulum and 
Lazonick 2019).

Figure 1 provides a snapshot of shareholder payments (buybacks and dividends) and publicly 
reported R&D spending by America’s leading pharmaceutical companies’ in 2018. 

6	 William Lazonick published a wealth of research on this topic more broadly; see Lazonick (1992), Lazonick and O’Sullivan 
(2000), Lazonick (2009), and Lazonick (2014a).
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Nearly across the board, these companies spent more to pay to shareholders than they invested 
into R&D. Some researchers believe that company-reported R&D is deliberately inflated to 
justify high drug prices; however, even if these figures are inflated, payments to shareholders 
dwarf the amount spent on R&D in several cases. For example, AbbVie, Amgen, and Pfizer spent 
more than double the amount on shareholder payments as they did on R&D. 

A major driver of increasingly high shareholder payments is the use of stock-based 
compensation, which rewards senior executives and CEOs for increases in their companies’ 
stock prices. Studies show that buybacks are more likely when CEO compensation is directly 
linked to earnings per share (Lazonick 2015; Lin 2016; Almeida, Fos and Kronlund 2016). A 
series of policy changes in accounting, taxes, and public disclosures contributed to the rise 
of stock-based CEO pay. Since the 1970s, CEO pay has skyrocketed 937 percent—compared 
with only 10 percent growth in median worker compensation (Mishel and Schieder 2017). The 
pharmaceutical industry serves as an extreme case. Returning to Figure 1, the CEOs of those 
10 firms earned at least 70 percent or more of their compensation in shares in 2018—earning 
up to 200 times more than the median worker. Tulum and Lazonick analyzed CEO pay of 
pharmaceutical executives in the S&P 500 from 2008 to 2017 and found that pharma CEOs 
receive the majority of their compensation in the form of shares—close to 90 percent in some 

	 TOTAL SHAREHOLDER PAYMENTS (BUYBACKS + DIVIDENDS) COMPARED TO REPORTED  
	 R&D SPENDING IN 2018

FIGURE 1  Source: The author’s analysis of S&P’s Compustat database for 2018; SEC filings 2018. Note: All dollar values 
used in calculations are nominal and unadjusted for inflation.
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cases (Tulum and Lazonick 2019).7

As Table 1 shows, the CEOs of the 10 leading US pharmaceutical companies earned over 60 
percent of total compensation from shares—with Gilead Sciences’ CEO earning over 80 percent 
of total compensation from shares. William Lazonick and Matt Hopkins (2016) argue that CEO 
compensation disclosures (as currently calculated) are misleading and significantly lower than 
actual compensation. This is because the SEC disclosure is calculated by the “estimated fair 
value” (before the fact) measure instead of “actual realized gains” (Lazonick and Hopkins 2016). 
In other words, total CEO pay and median worker ratio in Table 1 are low estimates, but this 
does not take away from the fact that CEO pay compared to median worker pay is exorbitantly 
high.8 Nor does it take away from the evidence that pharmaceutical executives earning a higher 
percentage of their pay in stock options are incentivized to allocate resources to buybacks 
and dividends in order to boost corporate stock yields (Tulum and Lazonick 2019). Research 
conducted by SEC Commissioner Robert Jackson confirms this, which revealed that corporate 
executives specifically use buybacks to exploit their insider status and grossly inflate returns on 
their own stock holdings (Jackson 2018). 

	 AbbVie

	 Amgen

	 Biogen

	 Bristol-Myers Squibb

	 Celgene

	 Eli Lilly

	 Gilead Sciences

	 Johnson & Johnson

	 Merck

	 Pfizer

	

		  $21,271,869

		  $16,899,789

		  $13,664,373

		  $18,687,123

		  $11,954,737

		  $15,845,991

		  $25,961,831

		  $20,097,572

		  $17,643,087

		  $19,549,213

	

		  67%

		  71%

		  72%

		  68%

		  67%

		  64%

		  81%

		  73%

		  71%

		  71%

	

		  143:1

		  127:1

		  92:1

		  169:1

		  62:1

		  171:1

		  158:1

		  268:1

		  215:1

		  244:1

	

	 BIG PHARMA CEO COMPENSATION AND MEDIAN WORKER PAY RATIO COMPARISON

	  
	 Company

	  
Total CEO Pay 2018

	  
% Paid in Shares

CEO Pay to Median  
Worker Ratio

TABLE 1  SEC Reported Estimated Fair Value (EFV) Source: The authors analysis of SEC filing 2019; Definitive Proxy 
Statement filed in March 2019.

7  See Tulum and Lazonick for additional figures on CEO pay from 2008 to 2017: http://www.theairnet.org/v3/backbone/
uploads/2019/02/Tulum-Lazonick.FCINIS-20190215.pdf.

8  See Appendix 2 for the table showing “actual realized gains” for CEO pay for the top 10 pharmaceutical companies. 
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These trends continued, and in some cases worsened, after the passage of the TCJA’s corporate 
tax cuts in 2017. In response to the law, nine drug companies announced buyback programs 
totaling $50 billion by February of 2018. Several of the companies also increased dividends 
payments (Herman 2018). From 2017 to 2018, the 10 leading pharmaceutical companies 
increased total payments to shareholders—buybacks and dividends—by almost 75 percent (see 
Table 2). The average spending on shareholder payments among each of these 10 firms was $11.5 
billion in 2018—totaling $115 billion. This is compared to $71.7 billion in total reported R&D 
spending. 

Drug companies continue to raise prices for medicines—typically exceeding inflation—but 
without altering or improving their medications (because the drugs patients need are not easily 
interchangeable). They are able to do this, in large part, because the industry is unique in that by 
law they are often permitted to sell the drugs that they produce exclusively, which enables them 
to increase drug costs (for a deeper exploration of patent law and market exclusivity, see Milani 
and Duffy 2019). Across the board, drug companies raise prices on blockbuster—and often 
lifesaving—medicines. For example, AbbVie increased the price of its arthritis drug, Humira, by 
nearly 10 percent in 2018. According to the Center for Disease Control (CDC), one in four adults 
have arthritis, a chronic condition (CDC 2019), and Humira is the best-selling prescription drug 
in the world. Bank analyst David Maris noted that the 2018 price increase meant that patients 
are paying twice as much for Humira as they were five years ago (Nocera 2018). 

Eli Lilly’s high-cost diabetes medications is another example of higher costs without drug 
development. Nearly 10 percent of the US population (30 million people) have diabetes (CDC 
2017). Eli Lilly increased the price for one of its leading diabetes medications, Jardiance, by 
6 percent in 2018. Furthermore, a Senate investigation found that the company’s top-selling 
insulin drug, Humalog, rose from $35 to $234 between 2001 and 2015, a 585 percent increase 
(Senate Finance Committee 2019).

CREATIVE COMMONS COPYRIGHT 2019   |    ROOSEVELTINSTITUTE.ORG 8

Across the board, drug companies raise prices on blockbuster—and 
often lifesaving—medicines.

From 2017 to 2018, the 10 leading pharmaceutical companies 
increased total payments to shareholders—buybacks and dividends—
by almost 75 percent. The average spending on shareholder payments 
among each of these 10 firms was $11.5 billion in 2018—totaling 
$115 billion. This is compared to $71.7 billion in total reported R&D 
spending. 
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The Role of Hedge Funds in Today’s High-Cost, Low-Quality Pharmaceutical 

Industry

The rise of hedge funds is a key driver of the financialization of the pharmaceutical industry 
and the increasing emphasis on profit-seeking that rewards shareholders through increasingly 
high drug prices. Hedge funds, the largest of which have nearly $150 billion in assets under 
management, pool finance to buy company shares. Their investments are made with the 
stated purpose of generating higher returns with aggressive profit-maximization strategies. 
A particularly attractive destination for hedge funds is the pharmaceutical industry, which 
was described by the advocacy group Hedge Clippers as the go-to vehicle for hedge fund 
manipulation and speculation, while undermining innovation (Hedge Clippers 2017). The 
pharmaceutical industry has been particularly attractive for hedge fund investment because the 
sector is less sensitive to moves in the economy, as described above, because patients will always 
need medicines, and there are not many avenues for substitutions because of patent protections. 

A common tactic deployed by activist hedge funds is to replace the firm’s management with 
executives committed to increasing shareholder value typically in more immediate or aggressive 
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TABLE 2  Source: The author’s analysis of S&P’s Compustat database (2017 to 2018); and SEC filings (2017 to 2018).  
Note: All dollar values used in calculations are nominal and unadjusted for inflation.  

	 PHARMACEUTICAL SHAREHOLDER PAYMENTS POST TJCA (IN MILLIONS)
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ways. From 2013 to 2015, 20 of the 25 largest drug price hikes—those between 400 and 600 
percent—came from firms with strong ties to the financial sector through substantial hedge fund 
ownership (Hedge Clippers 2017). Emails reviewed by a Senate investigation confirmed that 
these drastic price hikes by hedge-fund related companies were driven by a deliberate strategy 
to raise returns (Collins and McCaskill 2016). Anticipating the passage of the corporate tax 
cuts and the wave of buybacks spending by Big Pharma, hedge funds reportedly increased their 
investment in the industry. Jana Partners, one of the largest US activist investors, increased 
its stake in biotechnology holdings, and Appaloosa Asset Management tripled its stake in 
pharmaceutical company Allergan PLC (Randall 2017).

Hedge Fund Influence Fueled EpiPen Price Hikes  

“We are a for-profit business, and we have a commitment to shareholders.” This is how Mylan 
CEO Heather Bresch responded when the company received blowback for charging the $609 
for an EpiPen-price tag for a device that contains about $1’s worth of the drug epinephrine. The 
drastic price increase of an EpiPen in recent years embodies the hedge fund-fueled wave seen 
within the pharmaceutical industry. With more than 90 percent of market share for EpiPens, 
drugmaker Mylan became a prime target for hedge funds (Zaitchik 2018). After half of a dozen 
such funds bought shares of the company, Mylan began a price-spiking spree that drove the cost 
of a box of two EpiPens to more than $600 (Zaitchik 2018). In May of 2017, the US government 
claimed that Mylan had overcharged Medicaid for EpiPens to the tune of $1.27 billion (Duhigg 
2017). In response to public outrage over price gouging, Mylan CEO Robert Coury famously 
gave two middle fingers at a board meeting, cursing off critics and parents of allergy sufferers 
(Zaitchik 2018). This example illustrates how Americans are paying a high price for outsized 
hedge fund influence and corporate America’s choice to put shareholder interests above all else, 
especially when it comes to health care.

The Effects of Financialization in the Pharmaceutical Industry: Flat Innovation and 

Increasingly Expensive Medicines

Despite the growing revenue and record profits, R&D spending across the pharmaceutical 
industry is relatively stagnant (and is actually falling by some measures). From 2008 to 2014, 
industry revenue increased by 45 percent, or $241 billion, while spending on R&D increased 8.5 
percent or $7 billion in that same period (GAO 2017). As described in the first issue brief of this 
series, R&D expenditures are actually falling because more firms outsource R&D to third parties 
(Milani and Duffy 2019). The same GAO study found that purchased R&D increased from $20.5 
billion to $31.2 billion while in-house R&D fell from $61.7 to $58.2 billion during the same time 
period (GAO 2017). Researchers argue that purchasing R&D from a third party can be used to 
shut out competition in the market (i.e., a “killer acquisition”) (Cunningham, Ederer, and Ma 
2018). Purchased R&D can also reflect the acquirer’s goal to exploit the patent; furthermore, 
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there is evidence that R&D spending is not a good measure of productivity when a firm is 
financialized or, in other words, uses a high percent of corporate resources toward payments to 
shareholders (Hopkins and Lazonick (2014).   

Despite the industry’s claim, private industry is not the only investor in innovative breakthrough 
in the pharmaceutical industry. The government plays a major role as an investor in medical 
breakthroughs and drug R&D spending. Federal funding from the National Institute of Health 
(NIH) is between 25 to 30 percent of total R&D spending per year—one study found that all 
210 drugs approved between 2010 and 2016 were rooted, in whole or in part, on NIH-funded 
research (Cleary et al. 2017). The pharma industry argues that its role is to “discover and develop 
medicines that enable patients to live longer, healthier[,] and more productive lives” (PhRMA 
2018). Contrary to this claim, however, the industry directs a higher percentage of its profits to 
enriching shareholders and CEOs than it puts towards productive uses, such as R&D and capital 
investments or reducing sky-high drug prices.

Section 2: The Opportunity Cost of America’s Financialized 

Pharmaceutical Industry

These trends in the pharmaceutical industry have real effects on Americans’ health and their 
lives. Building from Öner Tulum’s and William Lazonick industry-wide analysis discussed 
earlier, we analyze the activities of the 10 leading pharmaceutical companies from 2017 to 2018—
the time since the passage of the TCJA. We found that total spending on shareholder payments—
buybacks and dividends—by these 10 firms increased by almost 75 percent, totaling nearly $115 
billion (or nearly 167 percent of total net income) in 2018 (see Table 2). This number outpaced 
firm-reported spending on R&D, which totaled almost $71.7 billion in 2018 for all 10 companies 
(also see Table 2). These are corporate resources that could have been put toward productive 
uses, including lowering the inflated costs of life-saving drugs. 

Seven out of the 10 Big Pharma companies featured in this analysis spent over 100 percent of 
their net income on shareholder payments, including buybacks and dividends, which includes 
AbbVie (318 percent), Amgen (255 percent), Celgene (151 percent), Eli Lilly (202 percent), 

We found that total spending on shareholder payments—buybacks 
and dividends—by these 10 firms increased by almost 75 percent, 
totaling nearly $115 billion (or nearly 167 percent of total net income) 
in 2018. This number outpaced firm-reported spending on R&D, 
which totaled almost $71.7 billion in 2018 for all 10 companies.
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Gilead (108 percent), Merck (232 percent), and Pfizer (182 percent). This means that these 
seven firms used some combination of cash reserves or borrowed to make these payouts to 
shareholders.

To provide a reference point to conceptualize the extent of the pharmaceutical indudstry’s 
spending on shareholders, the remainder of this section compares the spending on buybacks 
and dividends of two of the companies featured in Table 1—Eli Lilly and AbbVie—to the total 
reported revenue these firms brought in from their top-revenue-generating drugs in 2018.

Eli Lilly’s Diabetes Medications

More than 100 million adults in the US live with diabetes or prediabetes, and the rate of new 
diagnoses remains steady (CDC 2017). Prevalence of this disease is highest among people of 
color—15 percent for Native Americans/Alaska Natives, 13 percent for Black Americans, and 12 
percent for Latinx Americans (CDC 2017). Diabetes was the seventh-leading cause of death in 
the US in 2015, if not managed—with roughly 30 million Americans relying on insulin to manage 
their disease. 

Eli Lilly is one of the leading manufactures of insulin, and it has increased the price of insulin 
year over year. The company’s top selling insulin drug, Humalog, rose from $35 to $234 between 
2001 and 2015, a 585 percent increase (Senate Finance Committee 2019). Eli Lilly’s diabetes 
medication earned the company over $9 billion9 in 2018. The same year, Eli Lilly 
spent $6.5 billion on payments to shareholders in the form of buybacks and dividends 
combined. To put this spending on shareholder payments into perspective, the $6.5 
billion Eli Lilly spent on dividends and buybacks is equivalent to 68 percent of the 
money that it made on diabetes drugs from patients. 

AbbVie’s Humira 

An estimated 23 percent (54.4 million) of adults had doctor-diagnosed arthritis, with 
significantly higher prevalence in women (23.5 percent) than in men (18.1 percent) (CDC 2018). 
As the US population continues to age, the prevalence of arthritis is expected to increase in the 
coming decades. Humira, the leading medication for arthritis, is the top-selling drug in the world 
(Nocera 2019). Humira is AbbVie’s most lucrative medicine, accounting for 61 percent of the 
company’s total revenue. The price for this drug increased nearly 10 percent in 2018 (DiGrande 
2019). AbbVie’s bestselling drug, Humira, earned the company $19.9 billion in revenue 
in 2018. The same year, AbbVie spent $18.1 billion to reward shareholders in the 

9	 The $9 billion in revenue is the total revenue from the following diabetes medications: Trulicity, Humalog, Humulin, 
Basaglar, Jardiance, and Trajenta as stated in Item 10 (Management Discussion and Analysis) in Eli Lilly’s 2019 10k filing: 
https://investor.lilly.com/static-files/a105f21e-a1ca-4f09-82ce-298ae45fb1dc.
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form of buybacks and dividends combined. To understand the magnitude of AbbVie’s 
shareholder payments, the $18.1 billion spent on dividends and buybacks is equivalent 
to 91 percent of the money AbbVie made on Humira. 

Conclusion

High-cost medicines are not the price we must pay for innovation and higher quality. The 
pharmaceutical industry’s extractive business model is failing too many Americans, and 
the price for some patients can be fatal. It does not have to be this way. The outcomes of a 
financialized industry—high drug prices, insufficient investment, skyrocketing CEO pay, and 
more—are not inevitable consequences of markets but the result of conscious policy choices 
by legislators, regulators, and institutions that guide corporate decision-making. Part of the 
formula to start to achieve the collective goal of affordable medicines and an innovative industry 
that serves the public good through better health outcomes is to rein in Big Pharma’s extractive 
business model.
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Appendix 1: TABLE 1 Big Pharma CEO Compensation and Median 
Worker Pay Ratio Comparison
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  Abbvie

  Amgen

  Biogen

  Bristol-Myers Squibb

  Celgene

  Eli Lilly

  Gilead Sciences

  Johnson & Johnson

  Merck

  Pfizer

	

	  $21,271,869

	  $16,899,789

	  $13,664,373

	  $18,687,123

	  $11,954,737

	  $15,845,991

	  $25,961,831

	  $20,097,572

	  $17,643,087

	  $19,549,213

	

	     67%

	     71%

	     72%

	     68%

	     67%

	     64%

	     81%

	     73%

	     71%

	     71%

	

	    143:1

	    127:1

	    92:1

	    169:1

	    62:1

	    171:1

	    158:1

	    268:1

	    215:1

	    244:1

	

	  

	 Company 

 

EFV Total CEO  

Pay 2018 

	  

EFV % Paid 

in Shares 

EFV CEO Pay  

to Median  

Worker Ratio

	  $28,542,246

	  $18,018,506

	  $10,116,898

	  $22,014,840

	  $5,772,396

	  $14,171,208

	  $21,781,701

	  $46,428,340

	  $48,815,014

	  $47,042,550

	

 

ARG Total CEO 

pay 2018

	     75%

	     66%

	     50%

	     71%

	     28%

	     53%

	     77%

	     88%

	     84%

	     88%

	

	  

ARG % Paid 

in Shares 

	 192:1

	 137:1

	 59:1

	 196:1

		 Not reported

	 155:1

	 133:1

	 619:1

	 531:1

	 588:1

	

ARG CEO Pay 
 to Median  

Worker Ratio

TABLE 1  Source: Analysis of SEC 2019 filing; Definitive Proxy Statement filed in March 2019. Total Pay is Salary, Bonus, 
Non-equity (Incentive Cash) Bonus, Change in value of Pension, Other Pay, Realized Gains from Stock Options Exercised, 
Realized Gains from Stock Awards that Vested.

	 BIG PHARMA CEO COMPENSATION AND MEDIAN WORKER PAY RATIO COMPARISON 
	 *SEC REPORTED ESTIMATED FAIR VALUE (EFV) VS. ACTUAL REALIZED GAINS (ARG)
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