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Chairwoman Rapp and members of the Committee, my name is Lauren Neves and I am here on behalf of the 
Pharmaceutical Research and Manufacturers of America. We represent the country's leading innovative 
biopharmaceutical research companies devoted to discovering and developing medicines that enable patients to 
live longer, healthier and more productive lives. The biopharmaceutical sector is one of the most research
intensive industries in the United States - since 2000, PhRMA member companies have invested more than $900 
billion in the search for new treatments and cures, including an estimated $79.6 billion in 2018 alone. 

Research is at the heart of our industry. America leads the world in medical innovation, with a market-based 
health care system, strong protections for intellectual property and other policies that promote investment in new 
discoveries. And, that translates to hope for patients. We are in a new era of medicine where breakthrough science 
is transforming patient care and making tremendous progress against some of the most complex and difficult to 
treat diseases of our time. For example, Hepatitis C is now curable in most patients. Also, new medicines have 
changed the way we treat high cholesterol, which impacts 53% of Pennsylvanians, leading to a 36% drop in the 
death rate since 2000.i And, we recently saw the biggest single-year drop in cancer mortality ever according to a 
new report from the American Cancer Society.ii 

Those are just the medicines that we have today. The future has never been brighter with approximately 8,000 
medicines in clinical development, iii 74% of which have the potential to be first-in-class treatments.iv In 2015 are 
more than 47,000 Pennsylvanians participating in clinical trials,v hoping that they are part of the development of 
an effective treatment for what ails them. The process to bring a drug to market is risky and complicated, taking 
an average of 10 years, and $2.6 billion to research and develop new medicines."' 

Those drugs are being developed by Americans here in America, including here in Pennsylvania - the 
biopharmaceutical industry is a vital part of the state's economy. Nearly 254,000 Pennsylvanians worked in jobs 
supported by the pharmaceutical industry in 2015, and those individuals were paid nearly twice the average salary 
in the state. The industry supports other segments of the economy as well- biopharmaceutical construction 
spending amounted to over $2.5 billion in Pennsylvania between 2012 and 2017, including at least 22 major 
projects to build new or upgraded R&D and manufacturing plants in such places as Collegeville, Swiftwater, 
Exton, Pittsburgh, King of Prussia and Warminster."'i 

While medical innovation has made the United States a world leader in the discovery of new medicines, these 
treatments won't benefit patients who can't get them. We know that for far too many Pennsylvanians, the health 
care system is not working. There are no easy solutions, but patients here in Pennsylvania need real leadership 
from everyone involved in our health care system to make it work better. 

1. Prescription medicines represent a small portion of health care spending and are not the largest 
driver of growth. 

We believe affordability for patients and the health care system are paramount, prescription medicines are not 
driving growth in health care spending. After discounts and rebates, brand medicine prices grew just 0.3% in 
2018."';; Compared to other segments of the health care system, growth in drug spending is relatively small
between 2009 and 2018, both hospital care and physician services grew far more. 1

x In fact, prescription medicines 
contribute only 14 % to overall health care spending, nearly half of what hospital care contributes, and less than 
physician services or nursing homes. x 
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2. Nearly half of every dollar spent on medicines goes to someone who doesn't make them. 

While patient costs are growing, our supply chain has grown more complicated. There are now entities, including 
pharmacy benefit managers, who negotiate steep discounts and rebates on behalf of payers. An analysis recently 
released by the Berkley Research Group found that: 

• Because of discounts, rebates, fees and other price concessions, nearly half of all spending on both retail 
and non-retail brand medicines is going to stakeholders other than the companies who research, develop, 
and manufacture the medicines. 

• The amount our companies are receiving from the sale of brand medicines increased, on average, 2.6% 
annually, between 2015 and 2018, a rate roughly in line with inflation. 

• The amount health care providers, including hospitals and pharmacies, are retaining from the sale of 
brand medicines doubled between 2013 and 2018. 

In 2013, about a third of spending on drugs went to someone other than a company that made the drug. But since 
then, supply chain and other entities have received a larger and larger share of total spending through discounts, 
rebates, fees and other price concessions. Over five years, the share others in the supply chain collected increased 
by nearly 13%. Given this trend, the study author believes that over the next few years, these lines could cross, 
meaning that manufacturers may end up receiving less than other entities. xi Rebates and discounts have doubled to 
almost $166 billion just in the last 6 or 7 years.xii For certain medicines used to treat chronic conditions like 
asthma, high cholesterol, Hepatitis C, and diabetes, these discounts and rebates can reduce list prices by as much 
as 30 to 70%. As payers and pharmacy benefit managers use their significant leverage to demand lower prices for 
drugs, patients continue to pay more at the pharmacy counter. Everyone in this scenario is winning, except for the 
patient. 

3. Patients do not benefit from negotiations in the market place and continue pay high out-of-pocket 
costs. 

Often, what patients pay is based on list prices, not net prices inclusive of the rebates and discounts that their 
insurance companies receive. More than half of commercially insured patients' out-of-pocket spending for brand 
medicines is based on the full list price and cost sharing for nearly 1 in 5 brand prescriptions is based on list 
price.xiii In some instances, a patient may even pay more than their insurer for a drug, if the rebate is particularly 
large. Some payers have claimed that sharing discounts with patients would cause premiums to spike, but that is 
not true - sharing savings with patients would increase premiums by 1 %, at most. Research has shown that 
passing through rebates and discounts could improve affordability, as well as patient adherence. For example, 
sharing 100% of rebates with diabetes patients would reduce their out-of-pocket costs by 40%, or $791 per 
person, per year. It would also reduce avoidable costs on other types of health care services by $435 million each 
year.xiv 

This relief is desperately needed - health insurance deductibles have increased 360% since 2006, and the number 
of plans that have deductibles as part of their benefit design has increased to 52%. xv That means that patients are 
having to pay more, for longer, at the beginning of the year, to get any type of help with their out of pocket costs 
at all. Between 2002 and 2017, the number of plans that have at least four tiers of cost sharing has increased from 
3% to 44%.xvi Increased use of 4 or more tiers by plans means that more patients are subject to what is commonly 
higher cost sharing on the specialty tier. Medicines on the specialty tier are also more likely to be subject to 
coinsurance based on list prices, which means those patients do not benefit from the savings plans receive. 

4. Policymakers should pursue commonsense reforms that prioritize patient affordability and reduce 
misaligned incentives in the current system. 
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Policies that would allow the government to dictate the price of a drug threatens innovation, the jobs that drive 
innovation, and patient access to medicines. We have clear evidence of this - in foreign countries where the 
government sets prices for medicines, like the United Kingdom and Germany, they have access to far fewer 
medicines than in the U.S. There is clear evidence from other countries of the negative impact from this type of 
policy change. In 1986, biopharmaceutical R&D investment in Europe was 24 percent higher than in the United 
States. Today, after price controls, Europe trails the United States by over 40 percent. xVJ'i,xviii 

We believe we need solutions that can help patients pay less for their medicines, not increase barriers to access 
and reduce their hope for innovative medicines. 

• First, we must require that insurers and PBMs must share rebates and discounts they receive from 
drug companies, with patients. 

• Second, in some cases, health insurance companies are not allowing the coupons manufacturers 
provide to patients to count towards deductibles or other cost-sharing burdens, meaning patients could 
be paying thousands more at the pharmacy than they should be. We need to end this practice and 
ensure that patients are getting the full benefit of programs meant to help them afford their medicines. 

• Third, patients should have more choices when it comes to their medicine coverage. Health insurers 
should offer at least some health plan options that exclude medicines from the deductible and offer set 
copay amounts instead of forcing patients to pay an amount based on the full list price of their 
medicines. 

Additionally, to help provide patients with more transparency about medicine costs, PhRMA member companies 
created the Medicine Assistance Tool, or MAT. The platform provides patients, caregivers and health care 
providers with information to help them connect to financial assistance programs for the medicines patients need. 
MAT also links to member company websites, referenced in company direct-to-consumer television advertising, 
where information about the cost of the prescription medicine is available. 

Innovation depends on having a U.S. market that is free, competitive, and predictable. These solutions have the 
potential to vastly improve that market and help patients afford their drugs and thrive without financial hardship. 
We look forward to working with the Committee, and other stakeholders, to create such change. 

i Centers for Disease Control and Prevention. 
ii American Cancer Society http://www.cancer.org/latest-news/facts-and-figures-2020.html 
iii Adis R&D Insight Database. May 2019. 
iv Analysis Group. The Biopharmaceutical Pipeline: Innovative Therapies in Clinical Development, July 2017. 
http://www.analysisgroup.com/uploadedfiles/content/insights/publishing/ 
the_ biopharmaceutical_yipeline _report_ 2017 .pdf. 
v WeWorkForHealth.org/our-impact/Pennsylvania 
vi DiMasi JA, Grabowski HG, Hansen RW. Innovation in the pharmaceutical industry: new estimates ofR&D costs. J Health Econ. 
2016;47:20-33. Previous research by DiMasi and Grabowski estimated the average R&D costs in the early 2000s at $1.2 billion in constant 
2000 dollars (see DiMasi JA, Grabowski HG. The cost ofbiopharmaceutical R&D: is biotech different? MDE Manage Decis Econ. 
2007;28:469-479). That estimate is based on the same underlying survey as estimates for the 1990s to early 2000s reported here ($800 
million in constant 2000 dollars) but is updated for changes in the cost of capital. 
vii We W orkF orHealth.org/our-impact/Pennsylvania 
viii IQVIA, January 2019. 
ix Centers for Medicare & Medicaid Services (CMS). National health expenditure data. 
x Source: PhRMA analysis of CMS National Health Expenditures data, Altarum Institute study and Berkeley Research Group study. 
xi Berkeley Research Group 
xii Fein AJ; Drug Channels Institute 
xiii IQVIA. May 2018. 
xiv Partnership to Fight Chronic Disease, 2019. Sharing Rebates On Diabetes Medicines Could Save People With Diabetes $3.7 Billion A 
Year. http '://www.lightchronicdisease.org/laicst-news/ haring-rebate -di ab tcs-medicines-cou ld-save-people-diabete. -3 7-billion-ycar 
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xv Kaiser Family Foundation, "2019 Employer Health Benefits Survey," 2019.; Kaiser Family Foundation. "Tracking the rise in premium 
contributions and cost-sharing for families with large employer coverage," 2019. 
xvi Kaiser Family Foundation. 2018 Employer Health Benefits Survey. https://www.kff.org/health-costs/report/2018-employer-health
benefits-survey. Published October 2018. Accessed April 2019. 
xvii Golec, J. and J. Vernon, "European Pharmaceutical Price Regulation, Firm Profitability, and R&D Spending'', NBER Working Paper 
No. 12676, National Bureau of Economic Research, November 2006, available at hltp://www.nber.org/papers/w 12676. 
xviii European Commission, "The 2016 EU Industrial R&D Investment Scoreboard", 2016, available at 
hllp://iri.j rc.ec.curopa.cu/sooreboard 16.html (last accessed August 2017). 
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Medicines Are Transforming the Treatment of 

1 Devastating Diseases 

HEPATITIS C 
The leading cause of liver transplants and the reason liver cancer is 
on the ri~~ - is now curable in more than 90 percent of treated 
patients.* ' 

CANCER 
New ther;apie~ have contributed to a 27% decline in cancer death 
rates since the 1990s. The chance a cancer patient will live 5 years or 
more has incr~ased 41% across all cancers since 1975.** 

HIGH CHOLESTEROL 
New drugs have revolutionized high cholesterol treatment. Since 2000 
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alone, the deatJl rate from heart disease has declined by 36%.*** 
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Developing New Treatments and Cures 
Is a Complex and Risky Undertaking 



The Biopharmaceutical Industry's Impact on 
Pennsylvania's Economy 



After Discounts and Rebates, Brand Medicine Prices Grew 
Just 0.3°/o in 2018 
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Medicine Spending Is Not the Biggest 
Driver of Health Cost Growth 



Prescription Medicines Represent 
Just 14°/o of Total Spending 



New analysis finds manufacturers are retaining an increasingly smaller 
share of total spending on brand prescription medicines. 

Nearly 
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Nearly half of spending on brand medicines went to supply chain and 
others in 2018. 
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point of sale increased from $2698 in 2013 to 
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Negotiated Savings Often Do Not 
Make Their Way To Patients 

More than half of commercially insured patients' out
of-pocket spending for brand medicines is based on 
the full list price 

• Copay 

• Deductible 55°/o 
• Coinsurance 

Sourc~ : IQVIA May 2018 

Cost sharing for nearly 1 in 5 brand prescriptions is 
based on list price 



Patients Who Pay Based on Undiscounted List Prices Do Not 
Directly Benefit From Rebates and Discounts 

• -
Cost to Patient 
(based on list price) 

Patient has a 25% coinsurance 

$400 x 25% = 

$100 

Medicine 

List Price: $400 

Rebate: $260 (65%) 

Net Price: $140 

Cost to Plans 
(based on net price) 

Net Price ($140) -
Cost Sharing ($100) = 

$40 

Patients can end up paying a greater share of total cost than their health insurers pay. 



Sharing Negotiated Discounts with Patients Would 
Increase Premiums About 1°/o 

Certain commercially insured patients could save $145 to more than $800 annually. 

Change in Plan Costs with Shared Rebates 

PLAN TYPE 

Traditional PPO Copay HDHP* Coinsurance HDHP 

Net Plan Per Member Per Month Spend $433.91 $374.41 $372.89 

Change in Plan Costs $ $0.82 $2.62 $3.84 

Change in Plan Costs % 0.2% 0.7% 1.0% 



Passing Through Rebates and Discounts Could Improve 
Affordability and Adherence, and Reduce Avoidable Costs 

• Reduce patients' out-of-pocket costs on diabetes medicines by 40%, or $791 per person, per year. 

e Reduce employers' disability, sick days and medical spending. 

e Reduce health plans' medical services use and overall spending by $435 million each year. 



Despite Slow Cost and Price Growth for Medicines, 
Patient Costs are Rising 

2006-2018 

Deductibles 
have increased 

360°/o 
since 2006 

Percentage of Plans With Deductibles for 
Prescription Drugs 
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Plans Increasingly Subject Certain Medicines to Higher 
Cost Sharing 



PhRMA Supports State-Level Solutions 

Share the Savings 

Make Coupons Count 

Offer Lower, More Predictable Cost-Sharing Options 

G 



Medicine Assistance Tool (MAT) 

MAT is a web platform designed to help patients, caregivers and health care 
providers learn more about some of the resources available to assist in accessing 
and affording medicines. MAT includes 900+ Public and Private Programs made up 
of patient assistance programs to cost-sharing assistance programs. 

Step 1 

Visit MAI,grg and select 
whether you are a patient, 

loved one or health care 
professional. 

Step 2 

Enter the name of the 
medicines you, your loved 

one or your patient are 
prescribed. 

Step 3 

Enter your personal 
information 

or that of your loved one 
or patient. 

medicine 
assistance 

tool 




