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Prescription Price Transparency
Legislation — HB 5223

Prescription Drug Pricing Inflation Oufpocesu
CPl by 150% Over Last Decade

B Brand name drug prices (268 top drug products) M General Inflation (CPI-L)
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Growth in Prescription Drug Expenditures L.!

Far Outpace Other Cartegories in Health Care

Prescription drugs 2
were 5,6% of

U.S. Health Care
expenditures in 1990 |

Today, drugs are
22.1% of U.S.
Health Care
expenditures',

I-https./thealthpayenntelligence com/news/prescription-drugs-account-for-22-of-payer-premium-spending

U.S. Prescription Drug Spend (in billions) (1]
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SOURCE: Kalser Family Foundation analysis of CMS National Health Expenditure Data for Historical (CY2005-2015) and Projected
(C¥2016-2025) Retail Prescrption Drug Expenditures,
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U.S. Consumers Increasingly Say Cost u

of Prescripfion Drugs is Unreasonable

10 general, do you think the cost of prescription drugs is reasonable or unteasonable?

SOURCE: kaiser Family Foundation Health Trocking Poll [conducted 2015 & 2014)

I
Michigan Viewpoint on Cost of Presc:ripﬁon'~~~-J
Drugs ... If Reasonable or Unreasonablee
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Mitchell Research & Communications - Michigan Stotewide Poll, July 2016
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Skyrocketed Drug Prices — Examples

Allergic Reaction
Medication

EpiPen (Mylan)

rose to $600in 2017
from $57 in 2007

Cancer treatinent drug

Gleevac rose to

$146,000 from
$26,000 in 2001

Insulin product Narcotlc overdose
' Humulin R jumped treatment Naloxone
' to $15,869 rose tof $4,f500
. : = in 2017 from from
dyear n 2015 " -
 from $2,487 L! $690in 2014

| peryear,a

e
- $13373increase  ® <l

Drug Name
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Medicaid Drug Spending - FFS (2016-2017) £

2016

-|2016Units | - [2017 Units - |Reimbursement -

225
108
222
91.2
44
660
3900
67
a7z
203
144,048
1026
23.67
212
495
732.5

3189

89
76
256.5
100.8
14
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247
528
94
130.049
1002
67.65
216
1263
674.5
1077
1080

355,564.34
153,396.95
49,666.67
20,092.93
8,942.43
110,850.05
578,693.43
B,348.27
42,792,77
2,126.64
§,553.33
41,158.26
1,044.66
7.151.11
12,049.99
16,408.74
10,810.00
75,622.86

[ SUPAEE A—
Change in
2017 2016 Cast Per 2017 Cost Per  Cost per Unit
|Reimbursement | Unit | unit LAl{13% Avg) o)
s 203,895.54 $1,580,29 52,290.96 45%
5 121,710.25 $1,420.34 51,601.45 13%
S 122,608.58 $223.72 $478.01 114%
s 24,235 81 $220.32 $240.43 9%
S 3,169.49 $203.24 £226.39 11%
- 128,805.02 5167.95 $214.68 28%
S 922,225 82 5148.38 5164.68 11%
5 39,194.36 $124,60 5158.68 27%
5 72,615.65 5115.03 §137.53 20%
5 8,902.70 $10.48 594,71 B804%
H 11,277.53 566,32 $81.10 22%
s 49,601.58 540.12 548.50 23%
_S 3,278.25 $44.13 S48.46 10%
S 8,121.84 $33.73 $37.60 11%
s 36,825.75 524,34 $29.16 209
H 19,644.09 522,25 $29.12 31%
5 23,717.77 517.84 $27.59 55%
s 29,488.38 s23.71 527.30 15%

Source: Data.Medicaid.Gov = 2014, 2017 State Drug Utilization Data
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Drug Name
EXTAVIA
LETARIS
QPSUMIT
GLUCAGEN
SUMATRIPTA
EXIADE
EPOGEN
RELPAX
STRIVERDI
EPOGEN
TRISENOX
BACITRACIN
NUEDEXTA
MYRBETRIQ
FENTANYL
INCRUSE EL
VANCOMYCIN
CHANTIX
ZENPEP
TRETINGQIN

2016
- Reimbursement

- 12016 Units - | 2017 Unies
435 525 §
2033 960 §
1335 1625 §
41 85

97 50 5
2325 1052 §
62.5 65.75 5
509 467, S
184 128 $
217.206 377 §
400 1120 5
381.5 483.4 §
7146 4550 §
3808, 4644 §
4939 1673 5
287 166 5
425.5 87 5
154847 249330 5
27330 20200 $
1660 1520 §

150,349.49
561,506.56
338 .506.47
BA432.14
12,568,71
413,777.52
2112.31
24,354.18
7178.74
7,721,88
12,411.93
6,711.98
83,410.57
36,436.89
46,028.02
2,817.64
3,688.78
201,821 84
137,746.73
6,471.10

2017
7 Relimburdement

$

-1
5
5
s
5
5
5
5
5
E
s
H]
]
$
s
$
5
5
s

204,690.19
276,879.78
448,982.71
10,085 97
12,871.15
147 838.51
3,741.98
24,322,10
5,831,99
1,499.74
37,968.00
12,260.7%
$7,214.73
49,891,44
16,701.82
1,858,58
716.31
1,622,741.74
161,309.52
7,897.90

2016 Cast per
& | Unit

2017 Cost
=1 per Unit

5345.63 $389.89
$276.20 5288.42
5253,56 $276.30
5205.66 5258.61
5130.61 5$143.01
$124.44 $140.53
5$49.80 §56.91
$47.85 $52.08
$39.02 $45.56
535,85 $39.78
531,03 $33.90
517.59 515.36
§11.67 5$12.55
59.57 $10.74
$9.32 59.98
$9.12 55.99
58,67 510,69
55.76 $6.51
55.04 §5,51
53,50 55,20

Source: Data.Medicaid.Gov - 2014, 2017 State Drug Utilization Data

Change in Cost
=¥ per Unlt

13%
4%
9%

6%

10%

13%

High Cost Drugs Don't Always Correlaie to LI

Improved Healih Outcome

Drug Total drug acquisition costs per patient and estimated increase in survival
e US580352
Cetuximab s 1.2 months {non-small cell king carcinoma)
s Y5590815
ST + 1.5 months (metastatic breast cancer — not statistically significant)
. e U5515752
Erlotinib s 10 days [pancreatic cancer)
. o USS34373
Sorafenib o 2.7 months (renal cell carcinoma)

WHO 2015 Report
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Drug Cost Comparison — U.S. vs Other Countries LIE|
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Private and Public Support of

Pharmaceutical R&D and Clinical Trials

- 210 new drug entfities approved by FDA from 2010-2016
« 10.6% funded by academic institutions
- 14% funded by non-profit research organizations

« 29% associated with funding by NIH with expenditures of
>$100 billion

= 70% of most popular non-controlled brand name drugs
sold in the U.S. are manufactured outside the U.S.

March 2018 PNAS Report
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Prescription Drug Transparency Legislation

» Responding to rapidly rising drug costs, 43 states in 2017 drafted
more than 130 drug price transparency bilis

» Legislation enacted in18 states: California, Colorado, Louisiana,
Maryland, Massachusetts, Minnesota, Missouri, Nebraska,
Nevada, New Hampshire, New York, North Carolina, Cregon,
Pennsylvania, Rhode island, Vermont, Virginia, and Washington

» Transparency legisiation on prescription drugs is also included
under the European Medicines Agency {Policy 0070) which
covers 33 countries

@ mahp

WWW.MAHP.ORG
{517) 371- 3818
CHRISTINE SHEARER — DEPUTY DIRECTOR, OFFICE OF LEGISLATION AND ADVOCACY
KAREN A. JONAS - MAHP PHARMACY CONSULTANT




Time for Prescription Price Transparency

Rising drug costs push employer — 7=

health care spending up

Premiums for a Michigan Family

rose from $5,000
annually to
$18,000
annually over
the past 15 years.
An increase of 300%

The cost of providing health care
is the single most expensive cost
to employers in Michigan today
according to Michigan Chamber of
Commerce, The most significant
contributor to these rising costs for
employers is prescription drugs.

Top Cost Drivers of
Rising Health Care Costs

Specialty pharmacy

High cost claimants

Specific diseases or conditions
Overal medical inflation
Hospitalization (i.e. inpatient care)
Outpatient procedures

Traditional pharmacy

ACA compliance

{) mahp

Aq g’
00.

— 5

Trends in Out-of-pocket Prescription Drug Spending by Large Employer Groups
While the public worries about rising prescription drug costs, the Kaiser Foundation has found consumer
out-of-pocket spending for prescription drugs has decreased for people with farge employer coverage.
That drives more of the cost burden for coverage of these drugs onto employers.

Average amount spent out-of-pocket and by insurance on
retail prescription drugs, 2004 - 2034 (nominal dollars)

$1,000
$900
$800
$700
$600
$500 {
$400 _
$300 i
$200 |

$100 i

2014

2010 2012
@ Paid by Enrollee Qut-of-Pocket

2004 2006 2008

@ Paid by Insurance

Source: Kaiser Family Foundation analysis of Truven Health Analytic MarkelScan Commaercial Claims
and Encounters Database, 2004-2014

Spending on health care in America will take $1 of every $5 of gross
domestic product in 2025, with prescription drug spending increasing
79.6%".

2016 - Prescription drug spend
$342.1 trillion

2025 — Prescription drug spend

$614.5 trillion h

This represents a percent change of 79.6% compared to the &m
comparative spending change in hospitals of 68.7% and ;

physician and other professional services change 64.1%.

1-htips:/www.healthaffairs.org/doi/abs/10.1377 /hithaff 2016.0459
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rescription drug
prices in America
are among the
highest in the
world. On the cam-
paign trail, Presi-
dent Trump said drug companies
were “getting away with murder”
Is that true? Or are these firms
the beneficiaries of a system that
turns a blind eve (o excessive
profit-making at the expense of
society? In this report, we ex-
plain in simple, clear terms why
trugs cost what they do. Wealso
cexamine the drug-price debate
in Washington, explain how the
complicated business of medicine
worlis and give you ways Lo save
money at the pharmacy. AARD
staids by your side to help lower
drug costs and make sure all
Americians over S50 have afford-
able access 1o the medicine they
need to live their [ullest lives.
—Robiert Love. editor in clicf

PHOTO ILLUSTRATION BY 5AM KAPLAN MAY 2017 AARP.ORG/BULLETIN
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THEISSUE

Aninsider’s quide to wh

rices keep risin

despite widespread complaints

BY THE EDITORS OF AARP

or Susan Goodreds, Repatha has

been as close as you can get to

a miracle drug. The 74-year-old

resident of Delray Beach, Fla.,
has a hereditary disorder that causes dan-
gerously high cholesterol levels. Without
medicine, her “bad” cholesterol count
was in the 300s; statin drugs brought the
count to about 220, With Repatha, it has
fallen to 35.

The catch is, simply, cost. Repatha, a
new medicine that made headlines in
March when a large-scale study confirmed
some of its beneficial effects, costs $14,000
annually, or nearly $1,200 for each month’s
injection. Even with insurance, Goodreds
pays $4.,650 a year for it. Add in other pre-
scription drugs and medical costs, and her
yearly health bill is $13,500—equal to most
of her fixed income. “I'm faced with some
hard decisions about whether to stay on
the drug,” Goodreds says. “Istill have alot
of things I want to do with my life.”

Confusion, anxiety and
anger over the high cost
of medicine has been on
the rise for more thana

chorus of criticism has

How can
drugmakers
decade. But ?\fe{l as the charge SO mllCh?

on the market are not immune: The cost
of insulin tripled between 2002 and 2013,
despite no notable changes in the formu-
lation or manufacturing process. And the
four-decade-old EpiPen, a lifesaving aller-
gy medication, hasseen a price hike of 500
percent since 2007. Public outrage this
past winter over its price tag ($609 for a
package of two injectors) helped to speed
up the arrival of lower-cost generic varia-
tions to the market.

The issue of high drug prices came up
frequently in the recent election cycle,
and in a speech in Kentucky in March,
President Trump called drug prices “out-
rageous.” Increasingly, Americans are ask-
ing the same question of pharmaceutical
companies: Why?

THEWAYS OF DRUG PRICING

“The simple answer is because there’s
nothing stopping them,” says Leigh Pur-
vis, director of health services research
for the AARP Public Policy Institute, Oth-
er countries drivea much
harder bargain with drug
companies. In contrast,
the U.S. allows drug com-
panies to pretty much set
their own prices.

grown louder, the price “Because there’s And as we all know,

of pharmaceutical prod-
ucts in the U.S. continues
to skyrocket. Consider:

nothin when demand is high for

a product, companies

StOpping them.” often raise prices. That's

> The cost of Bavencio, —Leigh Purvis, director of health exactly the case for many

a new cancer drug that
was approved in March,
is about $156,000 a year
per patient.

P A new muscular dystrophy drug came on
the market late last year for aneye-popping
price of $300,000 annually.

»In 2016, the FDA appproved Tecentriq,
anew bladder cancer treatment that costs
$12,500 a month, or $150,000 a year.

» Even older drugs that have long been

services research for the
AARP Public Policy Institute

prescription drugs. Tens
of millions of Americans
suffer from conditions
likke high cholesterol, high
blood pressure and diabetes, all of which can
be treated successfully with prescription
medications. More recently, drugmakers
have developed game-changing therapies
fora host of serious illnesses, including mul-
tiple sclerosis, hepatitis C and several cancers.
That means people are living longer lives.

THE DRUG
COST DEBATE
AT AGLANCE

SA5]
BLLION

The amount
Americans spent
an prescription
drugs in 2015, up

by about 8
percent aver the

[revicus year

2087

The rise in prices
for the most

popular brand

name rirugs from
2008 to 2016

14.5
HILLION

Mc*t!lan salary of

a pharmaceutical

firm CEQ in 2015,
more than any

other industry

564
BLLTON

Amaount drug
companioes spend
advertising directly
to consumers in
the LS. annually

$24
BILLION

Amournt drug
companies spend
per year marketing

to doctors

7 AARP.ORG/BULLETIN
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The supply of a newer medicine, how-
ever, is controlled entirely by the drug
manufacturer that holds the patent rights.
That gives the manufacturer a monopo-
ly on the drug for the 20-year life of the
patent. During that time, it is free to raise
the price as frequently and as much as the
market will bear. An example: Last Febru-
ary, the price of Evzio, an auto-injected
drug that is used to treat opioid overdose,
jumped to over $4,000—from just $680
in 2014—just as demand for the medicine
was quickly rising.

You may not realize the high cost of med-
icine if you're relatively healthy and have
insurance to cover those occasional needs
for, say, a week’s course of antibiotics. But
if you or someone in your family develops
a chronic or serious condition, prepare for
sticker shock—even if you have insurance.

When Janet Huston was diagnosed with
a rare stomach cancer in 2009, surgery
seemed to offer a cure. But a year later
the cancer—called gastrointestinal stro-
mal tumor or GIST—returned with a ven-
geance. The 66-year-old retired lawyer is
now taking an arsenal of drugs, including
Gleevec, to contain her tumor and control
its symptoms. But the medicines that allow
her to lead “a somewhat normal life” cost
her more than $17,000 a year, including
about $12,000 for Gleevec.

“That’s about 30 percent of my total
income,” says Huston, who lives in Des
Moines, Iowa, on Social Security and a
modest pension from her years as an attor-
ney. “I don't always take my medication as
I should, especially in the months when
income taxes and property taxes come
due,” she admits.

It’s not just people like Huston who
suffer financially. “High prescription
drug prices affect everyone,” Purvis says.
“Even if patients are fortunate enoughto
have good health care coverage, higher
prices translate into higher out-of-pock-
et costs, premiums and deductibles. And
greater spending by taxpayer-funded
programs like Medicare and Medicaid are
eventually passed along to all Americans
in the form of higher taxes, cuts to public
programs or both.”

Put even more simply: One reason that
your health insurance rates are high is be-
cause you are subsidizing other people’s
high-cost medicines. For example, imag-

[THE PROFITS

How pharmaceutlcal
earnings compare
perating profit margins of some
prominent drug manufacturers,
compared with other success-
ful and well-known American compa-

nies, for 2016. The average for S&P 500
companias that year was 10.4 percent.

m AMGEN
ABBVIE
‘_Em JOHNSON & JOHNSON
ROCHE HOLDING
| 26.3% | ALPHABéT'
| 267 an
WALT DISNEY
I veriZON
BEIEE] ASTRAZENECA

PO COCA-COLA
IR MERCK
I 12.4% GENEFAL ELECTRIC
I 13.2% AMERICAN AIRLINES
Jl 5.7% GENERALMOTORS
B 3.7% EXXON
| 27% FORD

O% 10 20 30 40 50 B0 70 B0 90 100
*PARENT COMPANY OF GOOGLE
SOURCE: MORNINGSTAR

OTHER BLUE-CHIF

. DRUG
COMPANIES COMPANIES

ine the euphoria if a company developed
a breakthrough treatment for Alzheimer’s
disease. Let’s say it costs $60,000 a year
per patient, and it gets prescribed to every
American with the disease. To pay for the
medicine, insurance premiums for each
privately insured person in the U.S, would
increase by more than $140 per month,
based on anew calculator developed by the
Biotechnology Innovation Organization.

A CONTORTED MARKETPLACE

If you needed a new TV, you would do
some research, shop around and pick the

best model at the price you can afford.
That creates competition that pushes
prices down, The market for prescription
drugs doesn’t work that way. For example,
you don't make the product choice—your
health care provider does. And doctors
and nurse practitioners often do so in the
dark: There’s little information available
to compare one drug to another, The Food
and Drug Administration (FDA) does not
require drug companies to prove that
their new products are better than exist-
ing products. So many physicians write
prescriptions for the drugs they’re most
familiar with—and that information often
comes from manufacturers themselves,
Drug companies spend $24 billion a year
marketing to health care professionals.
Other factors that cause the drug market
to be skewed include:
PPATENT LAW Pharmaceutical companies
have become adept at coming up with
strategies to extend their moncpoly on a
drug beyond the expiration of its original
patent. For example, they can seek ap-
proval for a “new” product that is a slight
variation on the original, such as extended
release formulations, or by creating thera-
pies that combine two existing drugs into
one pill. “The longer that a drug company
is able to maintain its monopoly, the longer
it can continue to charge whatever it wants
for its product,” Purvis says.
P-LIMITS ON MEDICARE One of the largest
purchasers of prescription drugs, Medi-
care is blocked by law from negotiating
prices. When Congress was debating the
law that created Medicare Part D (which
took effect in 2006), lobbyists from the
pharmaceutical industry convinced leg-
islators that giving Medicare negotiating
power would amount to price control.
Compare Medicare with the Veterans
Health Administration (VHA), the part of
the Department of Veterans Affairs that
handles medical care. The VHA does have
the ability to negotiate drug prices. As are-
sult, it pays 80 percent less for brand name
drugs than Medicare Part D pays, accord-
ing toa 2015 report by Carleton University
in Ottawa, Ontario, and Public Citizen, a
public advocacy group. The VHA gets its
negotiating power from its formulary, a
list of prescription drugs that it will cov-
er. Medicare and Medicaid, by contrast,
are required to cover almost all drugs ap-

MAY
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proved by the FDA, regardless of whethera
cheaper, equally effective drug is available.
» MULTIPLE MIDDLEMEN When you pick
up a drug at the pharmacy, you often don't
know what its real price is—that is estab-
lished between the manufacturer and
your insurer. You just pay the agreed-up-
on copay rate, Today, insurance companies
rarely negotiate prices directly with drug
manufacturers. Instead, most insurers
work with pharmacy benefit managers,
who negotiate rebates and discounts on
the company’s behalf—often in exchange
for preferential placement on their list of
covered medicines, Pharmacy benelit man-
agers add yet another participant to what is
already a complex system.

THER&D EXPLANATION

The pharmaceutical industry offers several
responses to the charges of excessively high
prices. First, it notes that prescription drugs
account for just 10 percent of the nation's
health care costs; by comparison, 32 per-
cent of costs go to hospital care, according
to a 2016 report from Medicare.

It also notes that an open market means
that “patients in the US. can access the most
innovative treatments far earlier than any
other country,” says Robert Zirkelbach, ex-
ecutive vice president at the Pharmaceuti-
cal Research and Manufacturers of America
(PhRMA), the industry trade group. For ex-
ample, data from PhRMA show that patients
in Europe wait an average of nearly two
years longer to get access to cancer med-
icines than American patients.

But the industry’s primary defense of
rising medicine prices are the high costs
associated with drug development.

Drug companies spend over 10 years and
up to $2.6 billion bringing a drug to mar-
ket, according to a 2016 Journal of Health
Economicsarticle based on research by the
Tufts Center for the Study of Drug Devel-
opment (which gets a minority of its oper-
ating funds from the pharmaceutical indus-
try). Of that amount, $1.4 billion is actual
costs—items like salaries, labs, clinical-
trial expenses and manufacturing. There-
maining $1.2 billion is “capital costs”: what
the company sacrifices by investing time
and money in an unproven drug. Some ex-
perts dispute these numbers, saying they
overstate the true costs.

Even after accounting for
their research investments,
however, drug companies .

AARP Bulletin reported in
November 2016. “In most
cases, peaple only need to

= {

are among the most prof-
itable public businesses in
America. And an analysis
from the research company
Global Data revealed that 9
out of 10 big pharmaceuti-
cal companies spend more
on marketing than on re-
search. Most of them also
have big budgets for lobby-
ists to ensure the laws con-
tinue to work in their favor.
The Center for Responsive
Politics puts the number of l
pharmaceutical industry

lobbyists at 804 in 2016. A

Further, some drug com-
panies are moving away from
doing all of their research in-
house and instead are buy-
ing smaller companies with
promising products. About
70 percent of industry sales
come from drugs that orig-
inated in small companies,
up from 30 percent in 1990,
according to a Boston Con-
sulting Group survey. 1

In addition, drug compa- )
nies increasingly focus on
products that can generate
the highest profits. The ma-
jority of drugs approved by
the FDA are now expensive 0
specialty drugs. Many drug
companies are also pursu-
ing “orphan drugs”—medi-
cines targeting diseases that afflict fewer
than 200,000 people. These medications
cost an average of $140,000 a year. The
catch: Many orphan drugs eventually
receive additional approvals as a treat-
ment for other conditions, dramatically
increasing the market for the drug.

The government supports orphan drug
development with tax breaks and other in-
centives. In 2016, the pharmaceutical in-
dustry netted $1.76 billion in orphan drug
tax credits.

Meanwhile, just five of the top 50
drug companies are spending money on
much-needed new antibiotics—largely
because these drugs aren’t lucrative, the

. take an antibiotic for a cou-
ple of weeks to get rid of an
infection. Compare that to
medications for chrenic con-
ditions—which people goon
taking every day for years—

I and you can understand why
drugmakers aren’t particu-
larly interested,” says Erik
Gordon, a professor at the
University of Michigan Ross
School of Business.

There is nothing illegal
with any of this: As publicly

U owned corporations, phar-
maceutical firms focus on
their bottom line. “Pharma-
ceutical executives say they
have to be more aggressive
to satisfy Wall Street,” says

i John Rother, executive di-
rector of the Campaign for

o Sustainable Rx Pricing.

But there's evidence that
drug companies will re-
spond if pressured to lower
prices. One example is pa-

] tient-assistance programs.

] Kristin Agar, a 65-year-old

clinical social worker in
| Little Rock, Ark., was diag-

nosed with lupus in 2009.

Her doctor prescribed Ben-

lysta, the only medication

O specifically approved for Iu-

pus. Her insurer would pay

80 percent, about $2,500 per

infusion, but Agar had to pay the remain-
ing $450 per dose.

“ couldn’t afford that,” says the self-em-
ployed professional. But whenshe applied
for assistance, she was told she made too
much money. “That just infuriated me,"
she says. Agar appealed the decision—and
got her copay covered by the drugmaker
for two years.

But a consensus is building that more
must occur. “People are concerned about
drug prices; more are being forced to
make trade-offs between paying for their
drugs and for food or rent,” says AARP’s
Purvis. “The trends that we're seeing are
simply unsustainable.”

MAY 2017 AARP.ORG/BULLETIN n
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THE REMEDIES |

What can be doneto

THE PUSHBACK against high
drug prices has clearly begun:
AARP, the American Medical
Association, the American
Hespital Association, the
American College of Physicians
and groups such as Patients for
Affordable Drugs have called
for making prescription drugs
more affordable. Policymakers
have started to push for laws
that could bring prices down.

It won't be easy, but experts
say these moves could help
improve the situation.

lower drug costs

Let Medicare negotiate

drug prices.

Using the clout of the

® program's 57 million ben-

eficiaries to bargain with phar-
maceutical companies could
certainly lower prescription
drug prices. (The term for this is
"secretarial negotiating authori-
ty."} Such a move could produce
as much as $16 billion in annual

savings, according to a 2015
report by Carleton University in
Ottawa, Ontario, and Public Citi-
zen, a public advocacy group.

Allow moredrugsto be

imported.

The prices of brand

® name prescription drugs

are typically much higher in
the United States than in other
developed countries, but right
now there are strict limits on
when and how consumers can
buy drugs from other countries.
Setting up a system that would
ensure the safe and legal
importation of less expensive
prescription drugs could help
put pressure on drug prices
and allow consumers to save on
medications.

Createtransparency in

drug pricing.

There is no way now to

@ verify the claim by drug

companies that high prices are
linked to the costs associated
with research and development.
in fact, the public has very little
information about how drug
companies actually set the
initial price of a drug or decide
on subsegquent price increases.
Improved understanding of
how drug companies price their
preducts could help the public

determine whether high costs
are justified.

Provide for easier

drug comparisons.

The public has no

@ means of knowing

whether a newly approved
medicine is better than ones al-
ready on the market, Increasing
the availability of research that
compares the safety and effec-
tiveness of drugs treating the
same conditions will help create
price competition and reduce
spending on unnecessary or
ineffective treatments.

Implement “value-

based pricing.”

Shift the United States

® to a system in which

drug pricing is based on how
well drugs work ("value”) rather
than what the market will bear.
For example, a drug that cures
a disease would be priced
higher than a drug that doesn't
improve on existing treatments.
However, there is no universal
definition of value, and de-
veloping one will not be easy.
Consequently, the possibility
that value-based pricing will
have a meaningful impact on
prescription drug prices and
spending is likely years—if not
decades—in the future.

THEPROCESS|

Why it often takes
10yearstolauncha

new prescription drug

DETERMINING an accurate timellne or cost
for developing a new medicine is difficult.
The 128-month estimate at right is based on a
2016 study by the Tufts Center for the Study
of Drug Development in Boston. It s consid-
ered the most comprehensive reporton the

31 months

Sclentists first study
the disease to find

INITIAL RESEARCH

FIRST TRIAL
20 months
Once researchers

have a medicine they

SECOND TRIAL
30 months
Roughly 60 percent
of phase 1 trials

vulnerabilities on
which to focus. From
there, they seek a
chemical that attacks
that weakness.

subject to date, though some disagree with

aspects of the study.

believe will work, it

is tested on 20 to 80
healthy volunteers

to verify its safety.
This is called a phase 1
clinical trial.

MAY 2017

proceed to a phase

2 trial, which usually

involves 100 to 300

people with the dis-

ease taking the drug

at different dosages.
ICCRTSIED
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What lawmakers are doing to
reinin drug prices

BY LINDA MARSA

t a nighttime rally in Louisville,

Ky., in late March, President

Trump revisited a favorite

ampaign topic: the high cost

of drugs. “Medicine prices will be com-

ing way down,” he promised. “Way, way,
way down.”

The new Congress appeared to match
the president’s fervor for taking on high
drug prices, introducing several bills
aimed at cutting the cost of prescription
pharmaceuticals.

But no clear path to reduced costs has
yet emerged. Here's what policymakers
are doing today to address high drug costs.

WHITE HOUSE

The president has had meetings with drug
company executives, at which he said
“price fixing” would stifle innovation. Ad-
ministration officials say he thinks costs
can best be cut by speeding up the FDA
approval process for drugs and devices.

S

CONGRESS

On Capitol Hill, several legislative efforts
seem to be gaining traction.

» Democrats have gotten behind legisla-
tion that would allow Medicare to nego-
tiate prices directly with drug companies,
a change that could translate to up to $16
billion in savings.

» Other Democrats have introduced leg-
islation to allow for the safe importation
of less-expensive medications from other
countries, such as Canada. A number of Re-
publican senators have also embraced the
idea of allowing medicines to be imported.
» The bipartisan FAIR Drug Pricing Act
would establish price transparency stan-
dards for drug companies when they raise
prices.

» Three other bipartisan bills would re-
move some of the barriers to cheaper ge-
nericdrugs.

But these proposed laws face headwinds.
The pharmaceutical industry and some Re-
publican lawmakers have opposed drug
importation. They say imports would cut

THIRD TRIAL SUBMISSION AND DRUG LAUNGH
31 months GOVERNMENT APPROVALS Year1-3

In a phase 3 trisl, + 16 months The drug is put on
1,000 to 3,000 If trials succeed, sale, often with a large
volunteers with the a New Drug Appli- marketing campaign.

disease are tested
and watched closely
both for efficacy and
side effects.

the Food

approval

cation is filed with

Administration, The
FDAneedsuptoa
year to make an

The FDA may require a
phase 4 trial to exam-
ine additional risks. The
company must report
on any adverse reac-
tions seen by doctors.

and Drug

decision.

away al profit margins that enable compa-
nies to seek cures for grave illnesses, and
could jeopardize patient safety. And the
industry, along with allies in Congress,
oppose measures that would speed up
the process of getting generic drugs on
shelves. Without today's 20-year patents,
they say there would be no financlal incen-
tive to produce needed but costly drugs.

STATES

State governments are deeply involved in
the drug-price battle. Many are moving
forward with their own cost-containment
remedies.

» In November, California voters turned
down a proposal requiring state agencies
to negotiate with drugmakers for dis-
counts as steep as those given to the U.S.
Department of Veterans Affairs. The phar-
maceutical industry spent more than $100
million to fight it.

» Last June, Vermont was the first state to
pass cost-transparency legistation that pe-
nalizes drug companies for price gouging.
Similar initiatives are moving forward in
Ohio, Oregon, Maryland and New York.

» Utah is also studying the feasibility of
importing drugs from Canada.

» Inmore than a dozen states, including New
York, Connecticut, Illinois, Kansas and Mas-
sachusetts, bills are pending that would re-
quire pharmaceutical companiestodisclose
their true expenses and justify price hikes.

ONGOING SALES

Year 4 and beyond

Drug companies manage a medi-
cine like any product: adjusting the
price, creating new promotions,
seeking new customers and re-
searching new usages forit. As the
patent expiration date gets closer,
companies create plans for keeping
sales strong after competitors
introduce generic versions.

MAY

2017
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WHATYOU
CANDOC

Ways to reduce your own
medication costs

BY LINDA MARSA

prescription drug can save up to 80

] Go generic. Bypassing a brand-name
¢ percent.

company has its own formutary—a

e tiered list of medications that its drug
plan covers. Generally, the higher the tier,
the higher the copay. So check the tier
level when you get a prescription and ask
your doctorif there's & drug in a lower tier
that would work as well. Also, consider that
an insurance plan with higher premiums
may still save you money if copays or de-
ductibles are lower.

2 Know your coverage. Each insurance

offer this option. Ordering a 90-day
« supply can save up to a third on co-
pays for brand-name drugs.

3 Order by mail. Many health plans

36 percent of employers have a pre-
» ferred pharmacy that has agreed to
provide discounts to enrollees.

4 Use a preferred pharmacy, Some

drug discount cards that can offer
e some savings on your prescription
drugs. But they can't be used in combi-
nation with health insurance, including
Medicare.

5 Use discount cards. There are many

companies often offer assistance

e programs to qualified individuals.
Many organizations help connect patients
to such programs, including NeedyMeds
.org, the Partnership for Prescription Assis-
tance (pparx.org) and the Patient Advocate
Foundation’s National Financizl Resource
Directory (PatientAdvocate.org). Find a list
of programs that work with Medicare Part
D at medicare.gov.

ﬁ Saek assistance. Pharmaceutical

getting a 10 milligram version of a pill,

buy the 20 mg one and divvy it up.
Get a pill splitter; don‘t try to cut it with a
kitchen knife. Never do this without talking
to your doctor or pharmacist: Certain
medicines cannot be split safely.

7 Split pills when safe. Instead of
-

Your AARP

Where We Stand

%

he high cost of prescription

drugs is at the top of the list of

concerns Americans have about

their health care. it’s easy to un-
derstand why. The average cost fora year's
supply of medication for someone with a
chronic illness has more than doubled
since 2006 to over $11,000. That’s about
three-fourths of the average Social Secu-
rity retirement benefit.

Teoo many people struggle to pay for
drugs and end up waiting to fill a prescrip-
tion, taking less medication to make it last
longer or deciding to not fill the prescrip-
tion at all. Unless costs come down, people
will not be able to afford the drugs they
need, leading to poorer health and higher
health care costs.

Both Republicans and Democrats have
called for measures to lower drug costs.
These proposals include allowing Medi-
care to negotiate prices and making it le-
gal to buy prescription drugs in Canada
and Europe. In his first address to a joint
session of Congress, President Trump
declared that we need to “work to bring
down the artificially high price of drugs
and bring them down immediately.” Let’s
hold the president to his promise.

The concern Americans have over drug
prices is part of the larger issue of health
care. That was demonstrated in the recent

BY JO ANN JENKINS, CEQ

Let’s Cut Drug Costs

Prices doubled in 10 years. That's too much

debate over the proposed American Health
Care Act (AHCA). As the potential impact
of the bill emerged, Americans urged their
lawmakers to oppose it.

The bill was flawed from the beginning,.
It would have added an age tax on older
Americans, increased their insurance rates
dramatically and reduced heaith insurance
subsidies. It would have left 24- million peo-
ple who now have health insurance with-
out coverage. It also would have provided
tax breaks worth $200 billion to insurance
and drug companies.

The decision to shelve the AHCA was a
victory for the American people—won, in
large part, by tens of thousands of engaged
AARP members like you who wrote letters,
sent emails and called their members of
Congress.

The demise of the AHCA, however,
doesn’t mean Americans don’t want
change or that they are satisfied with their
health care. That is clearly demonstrated
by the outrage over drug prices that are
just too high in many cases. We have along
history of advocating for lower prescrip-
tion drug prices, and we will work with the
administration and Congress to continue
that fight.

If you are concerned about the high cost
of drugs, let your member of Congress
know by calling 844-453-9952.

I
[FOR HELP WITH HIGH DRUG PRICES]

PTo talk with
trained counselors
who can help navi-
gate Medicare and
Medicaid, call the
Eldercare Locator
at BOO-677-1116.

P Medicare enrollees
with limited income
may be eligible for
help with Medicare
Part D. Go to ssa.gov/
prescriptionhelp or
call 800-772-1213.

p-Read the latest

P If you can't afford
report on drug

your medications

and need financial prices from AARP
help, go online ta Public Policy
needymeds.organd  Institute’s Rx Watch-
click the Patient dog at aarp.org/
Savings tab. rxpricewatch.
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R&D Cost Estimates: MSF Response to Tufts CSDD Study
on Cost to Develop a New Drug
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For Immediate Release

Tuesday, November 18, 2014 - 2:30pm
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Doctors Without Borders

Contact:

Tim Shenk
Press Officer
Direct; 212-763-5764

E-mail: tim.shenk@newyork.msf.org

NEW YORK - “The pharmaceutical industry-supported Tufts Center for the Study of Drug
Development claims it costs US$2.56 bitlion to develop a new drug today; but if you believe
that, you probably also believe the earth is flat.

“GlaxoSmithKline's CEQ Andrew Witty himself says the figure of a billion dollars to develop a
drug is a myth; this is used by the industry to justify exorbitant prices. We need to ask
ourselves, if the CEO of a top pharmaceutical company says it's a myth that it costs a billion
dollars to develop a drug, can we really take this new figure 2.56 billion seriously?

“We know from past studies and the experience of non-profit drug developers that a new drug
can be developed for just a fraction of the cost the Tufts report suggests. The cost of
developing products is variable, but experience shows that new drugs can be developed for as
little as $50 million, or up to $186 million if you take failure into account, which the
pharmaceutical industry certainly does—these figures are nowhere near what the industry
claims is the cost.

“Today nearly half of R&D spending is paid for by the taxpayer or by philanthropy, and that
figure continues to rise as governments do more and more to make up for the pharmaceutical
industry’'s R&D shortcomings. Not only do taxpayers pay for a very large percentage of
industry R&D, they are in fact paying twice because they then get hit with high prices for the
drugs themselves.

“Regardless of how much R&D costs, the system is failing people in developing countries, as
the latest example of Ebola shows, with over 5,000 deaths so far because there is no
treatment or vaccine on the market; meanwhile millions of people continue to die from
diseases such as tuberculosis. The R&D system as we know it is broken and must be fixed.”
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