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Good morning, Chairman Frankel, Chairwoman Rapp, and members of the House Health Committee. My name
is Teresa Osborne. | am the State Advocacy Director for AARP Pennsylvania. Thank you for the opportunity to
participate in your Informational Meeting today on prescription drug affordability boards.

AARP is the nation’s largest, nonprofit, nonpartisan organization dedicated to empowering Americans 50 and
older to choose how they live as they age. With more than 38 million members nationwide - including 1.8
million Pennsylvanians - AARP has a network of 53 offices — one in each state, plus the U.S. Virgin Islands,
Puerto Rico, and the District of Columbia. Every office works hand-in-glove with AARP’s national office in
Washington, D.C. From community to state to federal, this reach enables AARP to directly engage, work with,
and strengthen our communities and to advocate on the issues that matters most to the 50+ and their
families.

| thought it would be helpful to start off with a bit of background that will explain why AARP is so interested in
this issue. Simply stated, it’s the prices. We used to think it was shocking when prescription drugs cost as
much as a small car; we now have drugs that cost more than most people’s homes.

High prescription drug prices hit older Americans particularly hard. On average, Medicare Part D enrollees take
between four and five prescriptions per month, often for chronic conditions that will require treatment for the
rest of their lives. At the same time, Medicare beneficiaries have a median annual income of just under
$30,000. One-quarter have less than $8,500 in savings. This population simply does not have the resources to
absorb rapidly escalating prescription drug prices, and many are facing the very real possibility of having to
choose between their medication and other basic needs such as food or housing.

Unfortunately, there is no sign that prescription drug prices will become any less outrageous in the future.
High-priced specialty drug approvals have exceeded traditional drug approvals for over a decade and the
number of people using such drugs is growing.

It’s also important to keep in mind that high launch prices are just the beginning; drug prices typically continue
to grow even after the drugs enter the market. AARP Public Policy Institute’s latest Rx Price Watch report
found that the retail prices for 180 widely used specialty prescription drugs increased at more than three-and-
a-half times the rate of inflation in 2020.! And to be clear - this isn’t a one-time problem. The average annual
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increase in retail prices for the products that AARP has studied have exceeded the corresponding rate of
inflation every year since at least 2006.

The report also found the average annual cost of therapy for a single specialty prescription drug is now over
$84,000 per year. This average annual cost was almost $20,000 higher than the median US household income
(565,712); nearly three times the median income for Medicare beneficiaries ($29,650); more than four-and-a-
half times higher than the average Social Security retirement benefit (518,530). It was also 13 times higher
than the average annual price of therapy for brand name prescription drugs during the same time period
(584,442 v. 56,604, respectively). In other words, we are now facing prescription drug prices that exceed what
many people make in a year.

Notably, our analysis also found that the average annual cost for a single specialty prescription drug would
have been just under $40,000, or more than $45,000 lower, if retail price changes had been limited to general
inflation between 2006 and 2020. Pennsylvanians should not have to choose between buying medicine and
paying for food and rent, but that is the reality faced by too many. In Pennsylvania, the annual cost of
prescription drug treatment increased 26.3% between 2015 and 2019, while the annual income for
Pennsylvania residents only increased by 15.4%.2

AARP is also mindful that high and growing prescription drug prices are affecting all Pennsylvanians in some
way. Their cost is passed along to everyone with health coverage through increased health care premiums,
deductibles, and other forms of cost-sharing.

We have also seen massive increases in prescription drug spending under public programs like Medicare and
Medicaid. These escalating costs will eventually affect all of us in the form of higher taxes, cuts to public
programs, or both. In other words: every single person hearing or reading this is paying for high prescription
drug prices, regardless of whether you are taking prescription medicine yourself.

So, where does a prescription drug affordability board fit into all of this? Well, at its heart it’s simply an
outgrowth of the big drug companies’ longstanding argument that high drug prices are a reflection of the high
costs associated with drug development. More specifically, the drug industry claims that it costs $2.9 billion to
bring a drug to market.> However, that estimate comes from industry-sponsored researchers, cannot be
verified, and its methodology has faced a number of criticisms. For example, nearly half of the cost is the
hypothetical return on investment that the company would have received if it had invested its funds instead of
using them on research and development.

The reality is that we have no way to know how companies set their launch prices or decide to make
subsequent price increases. We also lack a systemic way to evaluate whether drug prices are having a negative
impact on patients or payers.

Thus, efforts like a prescription drug affordability board here in Pennsylvania - as in other states, like Maryland
and Colorado - is really a long overdue attempt to finally shed some light into what has been a very tightly
sealed black box and bring much needed relief to Pennsylvanians. How much are patients and payers really
paying for drugs?

For legislators to truly help their constituents, answers to key questions are desperately needed. How much
are drug manufacturers spending on things like research and development and how do those costs compare
to what the company is spending on marketing and advertising? How much of a drug’s development costs are
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funded by taxpayers? The information gathered will finally help us begin to evaluate the true impact of high
prescription drug prices, as well as whether drug prices and subsequent price increases are based on anything
more than “what the market will bear.”

Given overwhelming evidence that shame alone is not enough to change drug companies’ pricing practices,
Pennsylvania’s taking the step to enact and implement a prescription drug affordability board is crucial.
Optimally, the board would be comprised of experts in health economists or clinical medicine appointed
through a bi-partisan process with strong safeguards against conflicts of interest. Following a thorough review
of the pricing and impact of expensive medications that are creating a burden for Pennsylvanians, the board
could set limits that lower what Pennsylvanians pay for their medication. This meaningful approach to tackling
rising prescription drug costs is what Pennsylvanians want, need, and deserve.

The idea of increasing transparency around prescription drug pricing is also very popular with the public: 88%
of the 50+ population says that drug companies should have to publicly explain how they price their products.?
And as we regularly point out, there are frequently very few things that the public agrees on these days.

We already know that public payers - and therefore taxpayers - will benefit from this type of mechanism.
Given the realities of state budgets and the budget process, it can be incredibly difficult for them to
successfully accommodate unexpectedly high drug prices or price increases.

A Pennsylvania prescription drug affordability board can get at the heart of the problem - the prices set by
drug manufacturers. While we appreciate that there are always efficiencies to be gained in a system that’s
worth hundreds of billions of dollars, it is also important to recognize that a great deal of effort has been
devoted to diverting attention to other parts of the drug supply chain over the past several years. The reality is
that drug companies and drug companies alone are responsible for setting drug prices, and the most effective
solutions will reflect that fact.

| would also like to take a moment to address the elephant that always seems to be in the room when
discussing efforts to address high prescription drug prices. Let me be clear - AARP has no interest in solutions
that will hamper true innovation. However, research has consistently demonstrated that there is no
correlation between drug prices and innovation.

In addition, a lot of what we’re seeing today could be described innovation in name only, as evidenced by a
recent Government Accountability Office (GAO) report that found that novel drugs - innovative products that
serve a previously unmet need or help advance patient care - only accounted for about 13 percent of all drug
approvals between 2005 and 2016.° It’s also notable that the public does not accept the drug industry’s long-
standing threat of reduced innovation: 8 in 10 Americans age 50+ say that drug prices can be lowered without
harming innovation, with little variation across political parties.®

Current prescription drug price trends are neither sustainable nor manageable. Drug companies have already
raised the prices of nearly 1000 drugs since the beginning of the year.” It is not fair or right to ask patients and
taxpayers to continue spending billions of dollars on prescription drugs that have been priced on the basis of
what the market will bear. Thoughtful efforts to help reduce prescription drug prices could save
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Pennsylvanians millions of dollars. More importantly, they will help ensure that all patients have affordable
access to the drugs that they need to get and stay healthy.

We thank the committee for holding today’s informational meeting on this important policy matter. AARP
supports the development of a state drug affordability review board. We believe that federal, state, and local
governments should ensure that prescription drug launch prices and subsequent pricing decisions are
reasonable, justified, and support improved consumer access and affordability. We stand ready to collaborate
with the committee as it prepares to take the steps necessary to meet this need.



