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Fairbanks, AK 99701 
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Fax (907)456-2490

INTERIM:

R e p r e s e n t a t i v e  D a v i d  G u t t e n b e r g

HB 452
“An Act establishing the Alaska Prescription Drug Task Force; and providing l'or an effective date.”

Last year, Americans spent more than four times as much money on health care as on 
national defense. The Alaska Legislature’s recent PERS/TRS debate focused attention on the 
rising cost o f health care, but no pending bills address the high and rising cost o f prescription 
drugs and the role those prices play in the bigger picture o f health care.

Prescription drugs are the fastest growing component o f health care expenditures. Those 
rising costs are imposing an ever-increasing economic burden on Alaskans. Our citizens should 
not have to choose between putting food on their tables or purchasing prescription drugs.

Pharmaceuticals are a vital component o f health care in preventing and treating illness and 
helping to avoid more costly medical proolems. However, rising costs have greatly reduced 
availability o f prescription drugs. 1 began looking into the reasons why drug costs are rising and 
found some disturbing statistics:

• In 2003, nationwide spending on prescription drugs was S 179.2 billion, almost 4'/2 
times larger than the $40.3 billion spent in 1990;

• Between 1995 and 2002, the average increase for drug expenditures was 15% 
higher than for any other type o f health expenditure;

• In 2001, nearly 1 in 4 seniors reported skipping doses or not filling prescriptions 
because o f the cost;

• In 2002, 10 pharmaceutical companies amassed profits greater than the other 490 
companies in the Fortune 500 combined;

HB 452 will create a Prescription Drug Task Force within the Alaska Department of 
Health and Social Services. This Task Force will find ways to reduce the cost o f prescription 
drugs and increase affordable access to prescription drugs for Alaskans.

Ten members representing various entities and business sectors will sit on the task force 
and will gather information from industry, government, citizens, and other sources.. Subsequent 
present reports to the Governor and to the Legislature will suggest actions to increase access to 
and reduce the cost o f  prescription drugs.

1 urge your suppoit of this bill.
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SECTIONAL ANALYSIS FOR HB 452
“An Act establishing the A laska Prescription Drug Task Force; and providing for an

effective date.”

Section 1: U n co d ified  law  ad d in g  a new  sec tion  to  s ta te  th e  L eg is la tiv e  find ings 
an d  p u rp o se

Section 2: U n c o d ille d  law  ad d in g  a new  sec tion  to  e stab lish  the  A lask a  
P resc rip tio n  D rug  T ask  fo rce . T h e  T ask  F o rce  c o n sis ts  o f  ten  m em b ers  and  sets 
o u t the  g u id e lin e s  fo r the  d u tie s  and o b jec tiv es  o f  th e  task  fo rce . S e ts  th e  tim elin e  
fo r the  rep o rtin g  o f  the T ask  F o rc e ’s fin d in g s  to  th e  L e g is la tu re  an d  the G overnor.

Section 3: E ffec tiv e  D a te  for S ec tio n  2.
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FISCAL NOTE
S T A T E  O F  A L A S K A

2006 L E G I S L A T I V E  SESSION

Revision Date/Time (Note if correction): 
Title:

Fiscal Note Number: ____
Bill Version: HB452-DQLWr/-WC-04-21-06
() Publish Date: ___________

Sponsor:
Requester:

Alaska Prescription Drug Task Force

Representative Guttenberg 
House HES

Department: Labor and Workforce Development
RDU: Workers' Compensation__________
Component: Workers' Compensation__________

Expend itu res /R evenues

Component Number: 

(Thousands of Dollars)

344

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES I I I  I I I

ICHANGE IN REVENUES ( ) I ! I
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type--Do no! abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2006) cost: None
Mark this box (X) if funding for this bill is included in the Governor’s FY 2007 budget proposal: □

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necesst  y)

The task force is established in the Department of Health & Social Services and they have submitted a 
fiscal note to support all costs for this activity. Th«. legislation is not expected to have a financial impact on 
the Department of Labor and Workforce Development.

Prepared by: 
Division:

Approved by: 
Agency:

Paul F. Lisankie, Director Phone: 465-6059
Workers' Compensa on Date/Time: 4/21/06 10:25 AM

Greg O'Claray, Commissioner Date. 4/21/2006
Department of Labor and Workforce Development

(Ruvmod 9f?.. J05OMB) Page 1 of 1



FISCAL NOTE
STATE OF ALASKA
2006 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):
ESTABLISHING THE ALASKA PRESCRIPTION 
DRUG TASK FORCE_______________________Title

Fiscal Note Number:
Bill Version:
( ) Publish Date:
Dept. Affected:

RDU Departmental Support Services

HB452-DHSS-FMS-04-20-06

Health & Social Services

Component Commissioner's Office

GUTTENBERGSponsor 

Requester 

Expend itu res/Re venueu

HOUSE (HES) Component No. 

(Thousands of Dollars)

317

Note: Amounts do not include inflation unless otherwise noted below
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services 82.7
Travel 16.5
Contractual 100
Supplies 5.0
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 114.2 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES ((»

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 114.2
1037 GF/Mental Health
Other(Specify Type-do not abbreviate)
Other(Specify Type-do not abbreviate)

TOTAL 114.2 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2006) cost: ___________
Mark this box (X) if fundinq for this bill is included in the Governor's FY 2007 budget proposal: 
POSITIONS
Full-time
Part-time
Temporary 1

ANALYSIS: (Attach a separate page If necessary)

This bill creates the Alaska Prescription Drug Task Force in DIISS and requires it to present its 
findings and recommendations to the Legislature by the 30th day ol the 2007 legislative 
session. The bill requires the task force to meet at least three times and to hold public hearings, 
but it may meet more often. The 10 task force members arc to serve without pay, but will be 
reimbursed for per diem and travel. Meetings can be held by teleconference; it is assumed the 
group would meet face-to-face at least twice and that two DHSS employees would also travel to 
staff the meetings. One non-perm position is required to staff the task force for FY07, and 
associated costs arc itemized on page 2.

It is assumed the task force will disband after making its report. 

(Continued on Page 2)

Prepared by: Janet Clarke___________________
Division Finance and Management Services

Phone 465-1630
Date/Time 03/01/200G

Approved by: Karleen Jackson. Commissioner________
Agency Department of Health and Social Services

Date 04/20/2006



FISCAL N O T E

F N  #

ANALYSIS CONTINUATION
PERSONAL SERVICES (S82.7)
One non-perm position would be needed for FY07 to coordinate the work of task force, perform 
research, write its final report and conduct needed followup - Health Planner II (Range 19 $82.7)

TRAVEL ($16.5)
12 travelers are assumed:
$688 ca. ($600 airfare + $42 per diem + $26 car + $20 parking) times two meetings = $16,512 

CONTRACTUAL ($10.0)
Office space for non-perm employee; telephone, computer usage and other centralized services costs, 
publication and distribution costs for report.

SUPPLIES ($5.0)
Personal computer for employee, miscellaneous office and publication supplies for employee 
and task force members.

S T A T E  O F  A L A S K A

2006 L E G I S L A T I V E  S E S S I O N

Page 2 of 2



FISCAL NOTE

Revision Date/Time (Note if correction): 4/23/06 11:17 a.m. Dept. Affected;_________ Administration________
Title An Act establishing the Alaska Prescription Drug RDU Centralized Administrative Services
_____________ Task Force...._________________________________ Component  Retirement and Benefits
Sponsor Representative Guttenberg, Kerttula_______________ ________________________________
Requester House Health, Education, and Social Sen/ices Component No. 64

S T A T E  O F  A L A S K A  Fiscal Note Number: _____________________
2006 L E G I S L A T I V E  SESSION Bill Version: HB452______________

() Publish Date: _____________________

Expend itu res /R evenues__________________________________ (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted Delow.
OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES 

CHANGE IN REVENUES 1 ) |

FUND SOURCE____________________   (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Menial Health
Other (Specify Type--Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2006) cost: 0 0
Mark this box (X) if funding for this bill is included in the Governor's FY 2007 budget pr osal: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

This legislation establishes a 10-member task force to consider strategies to manage the increasing costs of 
prescription drugs and to increase affordable access to prescription drugs for all state residents.

Participation on the Alaska Prescription Drug Task Force will have no fiscal impact on the Division of 
Retirement and Benefits.

Prepared by: Melanie Millhorn. Director  Phone 465-4408
Division Retirement and Benefits Date/Time 4/23/06 11:17 a.m.

Approved by: Mike Tibbies. Deputy Commissioner__________________________  Date 4/24/2006
Agency Department of Administration________________________________

(Revised 9/7/2005 OMB) Page 1 of 1



Consumers Union*
PRESCRIPTION 
FOR CHANGE

DETAILING

According to research from Health 
Strategies Group, "[tjhe average 
primary care physician interacts with 
28 sales representatives each week; 
the average specialist interacts with 
14." While this represents a significant 
amount of time. 2 hours and 13 
minutes a week in 2004 per doctor, 
this is 20% less time than in 1999, 
where doctors spent 2 hours and 46 
minutes a week meeting with sales reps.c

DRUG REPS PER PHYSICIAN

Year Physicians (P)° Detailers (D)d Rafio D to P

2000 813,869 74,865 1 to 11

2002 853.187 93,612 1 to 9

2003 871,535 94,407 1 to 9

2004 884,974 101,531 1 to 9
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For a variety of reasons (e.g. 
time, professional concerns 
about information quality, 
online learning opportunities), 
22% of doctors said they see 
fewer sales reps than in the 
past.d According to the table 
above, this does not appear 
to be due to a drop in the 
number of sales reps. It could 
be related to online detailing. 
Sixty-five percent of "online 
doctors"e participated in 
online detailing in 2005.' (See 
Figure 2)

Another way of looking at 
influence is to consider 
professional advertising 
expenditures per physician. The 
table at the right uses the cost 
of sales rep visits (excluding 
samples) to determine cost of 
all sales rep visits per physician.

COST OF SALES REP VISITS PER PHYSICIAN

Year Physicians^ Sales Rep Visit Cost ($)h $ per Dr.

2000 813,869 5,137,000.000 $6311.83
2002 853,187 6,198,000,000 $7264.53
2003 871,535 6,938,000.000 $7960.6"
2004 884,974 7,336,000,000 $8289.51

0 American Medical Association. Available online at: h!to://www ama-assp.org/ama/pub/cateqorv/12912.html.
0 Matthew Arnold. "Flexible Forces" Medical Marketing & Medio. November 2005.
c Ashley Mahoney. Rayna Herman. "2005 Access Report: The current state of pharma sales." Pharmaceutical 
Representative. July 1 2005.
3 Monique Levy, Jupiter Research. Online Marketing to Physicians: Evaluating Physicians' Responsiveness to Online 
Detailing. September 1. 2005.
« Defined as physicians who use the internet for work-related activities. (Jupiter Research)
1 Avlonique Levy, Jupiter Research. September 1, 2005.
a IMS Health. Total US Professional Promotional Spend by Type. 2004. Available online at: 
htto:/.'www.imshealth com/ims/oortgl/front/articleC/0.2777,6599 49495992 75406357,00 html.
» Matthew Arnold. November 2005.

Consumers Union of the U.S. March 2006

http://www.imshealth
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YOUR RESOURCE FOR HEALTH POLICY INFORMATION, RESEARCH, AND ANALYSIS

November 2005
Prescription Drug Trends

Overview

Prescription drugs are a vital component o f health care in pre­
venting and treating illness and helping to avoid more costly 
medical problems. However, rising costs and implementation 
of the new Medicare drug benefit have raised concerns about 
the affordability and availability o f prescription drugs, prompt­
ing the need for a better understanding o f the pharmaceutical 
market and for new approaches to rising costs.

Rising Expenditures fo r Prescription Drugs

Spending in the US for prescription drugs was $ 179.2 billion 
in 2003, almost 4 Vi times larger than the $40.3 billion spent in 
1990. Although 2003 prescription drug spending was a rela­
tively small proportion (11%) o f national health care spending 
compared to spending for hospital care (31%) and physician 
services (22%), it was one o f the fastest growing components, 
increasing at double dig it rates from 1995 to 2003. From 2002 
to 2003, national prescription spending increased 11%, com­
pared to 7% for hospital care and 9% for physician services. 
However, the rate of increase in prescription spending has 
declined from a high of 20% in 1999, to 15% in 2002, and 11% 
in 2003 (Figure I).1

Figure 1: Annual Percentage Change in Selected National 
Health Expenditures, 1980-2003
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The share of prescription drug expenses paid by private health 
. .surance increased substantially over the past decade (from 
24% in 1990 to 46% in 2003), contributing to a decline ir the 
share that people pay themselves (from 59% in 1990% to 
30% in 2003) (Figure 2). Private insurance spending for pre­
scription drugs rose by 7% in 2003, much slower than the 16% 
increase in 2002.2

Figure 2: Percent of Total National Prescription Drug 
Expenditures by Type of Payer, 1990-2003
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Factors Driv ing Increases in Prescription Spending

Three main factors drive increases in prescription drug spend­
ing: the increasing number o f prescriptions (utilization), price 
increases, and changes in the types of drugs used.

U tiliza tion . From 1994 to 2004, the number of prescrip­
tions purchased increased 68% (from 2.1 billion to 3.5 
billion), compared to a US population growth of 12%.
The average number of i etail prescriptions per capita 
increased from 7.9 in 1994 to 12.0 in 2004.3 The percent of 
the population w ith a prescription drug expense in 2002 
was 61% (for those under age 65) and 91% (for those 65 
and older).4

Price. Retail prescription prices^ (which reflect both manu­
facturer price changes for existing drugs and changes in 
use to newer, higher-priced drugs) increased an average of 
8.3% a year from 1994 to 2004 (from an average of $28.67 
to $63.59),6 more than triple the average annual inflation 
rate o f 2.5% /

Changes in Types o f Drugs Used. Increases in prescrip­
tion spending generally result from newer, higher-priced 
brand name drugs whose availability is affected by the 
research and development (R&D) activities o f pharmaceu­
tical manufacturers and government-supported research. 
Manufacturer R&D spending increased from $13.4 billion 
(17.3% o f sales) in 1994 to an estimated $38.8 billion

The Henry J. Kaiser Family Foundation is a non-prolit, private operating foundation dedicated to providing information and analysis on health care issues lo 
pnlicvmakors, Ihe media, trie heallh caie community, and the general public The Foundation is not associated with Kaiser Permanent or Kaiser Industries

2400 Sand Hill Hoad, Menlo Hark, CA 94025 Pnone: (6501 854-9400 Facsimile: (650) 854-4800 www.kfl.org 
Washington. DC Office: 1330 G Street. NW, Washington. DC 20005 Phone: (202) 347-5270 Facsimile: (202) 347-5274

http://www.kfl.org


|  (15.9% o f sales) in 2004.8 New drug use is also affected
*  by the number o f new drugs (new molecular entities)

approved by the US Food and Drug Administration, which 
has fluctuated over the past decade, with 21 approvals in 
1994 and 36 approvals in 2004.9

Both prescription use and shifts to higher-priced drug j are 
affected by advertising. Manufacturers spent $11.9 billion for 
advertising in 2004 (excluding the S15.9 billion in retail value 
of drug samples), w ith $7.8 billion (66%) directed toward 
physicians and $4.0 billion (34%) directed toward consumers. 
Spending for direct-to-consumer advertising -  typically to 
advertise newer, higher-priced drugs -  was 15 times greater in 
2004 than in 1994.'°

From 1995-2002, pharmaceutical manufacturers were the 
nation's most profitable industry. In 2004, they ranked third, 
with profits (return on revenues) o f 16%, compared to 5% for 
all Fortune 500 firms.”

Insurance Coverage fo r Prescription Drugs

Employers are the principal source o f health insurance in the 
United States, providing coverage for 174 million (nearly 60%) 
of Americans in 2004.12 About 60% o f employers offered 
health insurance to their employees in 2005, and 66% of those 
employees took their employers'coverage. Others may have 
obtained coverage through a spouse. Nearly all (98%) of cov­
ered workers in employer-sponsored plans had a prescription 
drug benefit in 2005.13

The traditional Medicare program (the federal health program 
for the elderly and disabled) has not provided coverage for 
outpatient prescription drugs. About one-quarter (27%) of 
seniors age 65 and above, and one-third of poor (34%) and 
near-poor (33%) seniors, had no drug coverage in 2003.14 
That will change January 1,2006 when, as authorized by the 
Medicare Prescription Drug, Improvement, and Modernization 
A t of 2003, Medicare will begin a voluntary prescription drug 
benefit. To provide some assistance in the years prior to 2006, 
the law created a Medicare-endorsed discount card program 
to give beneficiaries greater access to negotiated discounts on 
their prescription drug purchases. The discount card program 
also included a temporary transitional assistance program that 
provided $600 per year in subsidies to low-income beneficia­
ries w ithout drug coverage from other sources in 2004 and 
2005.

Lack o f drug insurance can have adverse effects. A 2005 survey 
found that unir su red adults (51%) are twice as likely as insured 
adults (25%) to say that they or a family member cut pills, did 
not fill a prescription, or skipped medical treatment in the past 
year because of the cost.’5 For seniors age 65+, the survey 
found that those with no drug coverage were more likely than 
those with drug coverage to not fill a prescription or to skip or 
take a smaller dose due to costs in 2003 (37% vs. 22%).

Employer-sponsored health plans have responded to increas­
ing prescription drug costs by establishing tiered cost-sharing 
formulas and increasing drug copayments. In 2005, about 
three-quarters (74%) o f workers w ith employer-sponsored 
coverage had a cost-sharing arrangement w ith 3 or 4 tiers, 
over 2Vi times the proportion !n 2000 (27%). Copayments for 
nonpreferred drugs (those not included on a formulary or 
preferred drug list) have doubled from an average o f $17 in 
2000 to $35 in 2005. Copayments for preferred drugs (those 
included on a formulary or preferred drug list, such as a brand 
name drug w ithout a generic substitute) increased by 69%, 
from $13 in 2000 to $22 in 2005.'6

Medicaid is the jo in t federal-state program that pays for 
medical assistance to low income individuals and families. 
Outpatient prescription drug spending has steadily increased 
as a share o f overall Medicaid spending from 5,6% in FY1992 
to 13.4% in FY2003.'7 In a 2005 survey of 36 states + DC, all 
(100%) attempted to control drug costs by requiring prior 
authorization, 95% imposed limits on quantities dispensed per 
prescription, 92% required the use o f generics, 81% charged 
limited copayments for prescription drugs, and 68% used 
preferred drug lists.18 On January 1, 2006, drug coverage for 
those eligible for both Medicare and Medicaid will be shifted 
from Medicaid to Medicare as a result of the Medicare Modern­
ization Act, although states will be required to provide pay­
ments to the federal government to finance this coverage.

Consumers are turning to a variety o f methods to reduce their 
prescription costs, including requesting cheaper drugs or ge­
neric drugs from their physicians, using the Internet and other 
sources to make price comparisons, using over-the-countoi 
instead o f prescribed drugs, buying drugs in bulk and pill-split­
ting, using mail-order pharmacies, using pharmaceutical com­
pany or state drug assistance programs, and using Medicare 
discount drug cards.19

Drug importation has received attention as a way to address 
expensive drug prices in the US. Importation o f pharmaceuti­
cal products from Canada using Internet orders and cross-bor­
der visits totaled $760 million in sales, or 0.3% of the total US 
market, in 2004.20 An equivalent amount of prescription drugs 
is estimated to enter the US from the rest of the world, mostly 
through the mail and courier services.2'

Proponents of perm itting Americans to import drugs from 
Canada or other countries argue that prescription expenses 
have become a significant burden on families and third-party 
payers and that it is unfair to deny them access to the lower 
prices available abroad. Permitting importation also is seen 
as a way of reducing domestic prices, because manufactur­
ers would be forced to lower their prices to compete with 
the lower costs of imported drugs. Opponents argue that it is 
difficult and costly to assure the safety of Imported drugs. Op­
ponents also argue that importation is likely to increases prices 
or reduce supply in countries exporting drugs to the US, so 
that manufacturers and foreign governments would likely take 
steps to lim it exports to the US.

P rivate  a n d  Public R esp onses



Annual increases in US spending for r scription drub are 
projected to rise from 10.7% in 2003 10 11.9% in 2004, and 
then decline to 9.7% in 2014. Increased spending due to 
increased prescription use by Medicare beneficiaries under 
the new Medicare Part D coverage is expected to be offset 
by increased availability and use o f lower-cost generic drugs, 
more people covered under tiered copayment drug plans, 
fewer blockbuster drugs, and more drugs shifting to over-the- 
counter status.22

O u tlo o k  fo r th e  F u tu re

REFERENCES
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E x e c u t i v e  S u m m a r y

M
illions of uninsured and underinsured 
Americans struggle to aiford the 
medicines they need, even forgoing 
medically necessary drugs when prices are 
out of reach. When discussing the high 

cost of prescription drugs, politicians often 
focus on the financial burden carried by 
senior citizens. Unfortunately, high 
prescription drug prices are a problem for 
Americans of all ages,’not just the elderly.

As prescription drug prices have increased, 
so has the number of uninsured and 
underinsured Americans. In 2003, 45 million 
Americans under the age of 65 did not have 
health insurance; millions more with health 
insurance lacked prescription drug 
coverage. Young adults (ages 19 to 34) 
accounted for 40% of the non-elderly, 
uninsured population in 2003. Meanwhile, 
the pharmaceutical industry continues to 
record enormous profits, often by blocking 
consumer access to equally effective but 
less expensive medication.

Uninsured consumers carry the full cost of 
overpriced prescription drugs. The federal 
government uses its buying power to 
negotiate lower prices for the drugs it 
purchases for its beneficiaries -  such as 
veterans, government employees and 
retirees. In addition, consumers with health 
insurance coverage pay only a portion of 
the discounted price negotiated by their 
insuranct company. Uninsured consumers, 
with no one to negotiate on their behalf, 
pay the highest prescription drug prices not 
only in America, but in the rest of the 
industrialized world as well.

In late summer of 2004, the National 
Association of State Public Interest 
Research Groups (PIRGs) conducted a

survey of more than 400 pharmacies in 19 
states across the country and Washington, 
DC to determine how much uninsured 
consumer are paying for 12 prescription 
drugs commonly used by adults under age 
65. We then compared these pi ices with 
the prices the pharmaceutical companies 
charge one of their "most favored" 
customers, the federal government, and 
also with the prices paid by consumers in 
Canada.

Our survey showed that the uninsured pay 
a huge price for prescription drugs, 
especially when compared with the prices 
paid by the federal government und our 
neighbors to the north. Key findings 
include:

In Alaska:
• On average, uninsured consumers in 
Alaska pay 80% more than the federal 
government for 12 common prescription 
medications.

• Uninsured consumers in Alaska pay 80% 
more for Zithromax than the federal 
government pays for the same prescription. 
Zithromax is an antibiotic commonly used to 
treat pneumonia and other infections.

• On average, uninsured consumers in 
Alaska pay twice as much—109% more—for 
drugs purchased at their local pharmacy 
than they would pay if they purchased the 
same drugs from a Canadian pharmacy.

Nationally:
• Uninsured Americans pay 78% more on 
average for 12 common prescription drugs 
than the federal government pays for the
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same medications. The price differences 
range from 41% more for Ambien, a sleep 
aid, to 162% more for Synthroid, which 
trears thyroid disorders.

• Many of the drugs featured in the PIRG
survey treat chronic conditions -  meaning
that even small savings add up quickly. An
uninsured person regularly taking Allegra to
control his/her allergies, for example, would
pay at least $1,120 for a year's supply. The
federal government, on the other hand,
would pay on average $657 for the same
quantity of Allegra -  a savings of $463.

%

• Uninsured Americans, on average, pay 
twice as much as Canadians—105% more— 
for nine of the common prescription 
medications we surveyed. The price 
differences range from 45% more for 
Norvasc, which treats high blood pressure, 
to 530% more for Premarin, a necessary 
hormone treatment for millions of women.

• An uninsured woman regularly taking 
Premarin would pay at least $465 for a 
year's supply in the Un.„ed States. A 
woman purchasing her year's supply of 
Premarin from a Canadian pharmacy would 
pay just $74—a savings of $391.

The need for state and federal action to 
lower drug prices has never been greater.

Although federal lawmakers are aware that 
Americans pay the highest prescription drug 
prices in the world, they have yet to take 
substantive action to address the problem. 
Frustrated by inaction at the federal level, 
states across the nation are taking on the 
task of providing their uninsured and 
underinsured cozens with access to

affordable prescription drugs. The state 
PIRGs support a range of strategies to 
lower the cost of prescription drugs that 
include: n

^ Creating prescription drug-buying pools 
at the state level that would allow 
businesses, the government and 
individuals of all ages to use their 
combined Duying power t<~> -««««-»•- 
lower drug prices, similar to what the 
federal government and big riHGs do; 

v' Expanding the use of preferred drug 
lists (PDLs), which provide state 
governments with information about the 
most cost-effective treatment for a 
particular condition. State governments 
can use PDLs to make purchasing 
decisions that ensure patients get the 
most affordable and most effective 
treatment possible;

^ Increasing scrutiny of pharmaceutical 
benefit managers, the pharmaceutical 
"middlemen" who manage the 
prescription drug care for millions of 
Americans under a veil of secrecy and 
often act against their clients' best 
interests;

s  Regulating the marketing practices of 
pharmaceutical companies that drive up 
the prices of prescription drugs and 
encourage patients and doctors to favor 
the newest and most expensive drugs 
regardless of their effectiveness; and 

^ Providing consumers with immediate 
price relief by legalizing the importation 
of lower-priced prescription drugs from 
Canada and other countries with drug 
regulatory systems similar to ours as a 
stopgap measure until comprehensive 
reform passes.
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B a c k g r o u n d :  T h e  H i g h  C o s t  o f  
P r e s c r i p t i o n  D r u g s

A
merican consumers pay too much for 
prescription drugs. In 2003, Americans 
spent $203.1 billion on prescription drugs, 
an increase of $20.4 billion from the 
previous year.1 While some of that increase 

can be attributed to-additional unit sales, 
skyrocketing prescription drug prices are 
the biggest driver of increased spending on 
prescription drugs. A study by Families 
USA, a non-profit advocacy group, found 
that prescription drug costs increased a,, 
more than three times the rate of inflation 
from January 2003 to January 2004.2 AARP 
tracked prices for the 197 brand name 
drugs most widely used by seniors and 
found that they increased in price by 27.6% 
on average from 2000 to 2003, compared 
with a general inflation rate of just over 
10%.3 AARP also found that 
pharmaceutical companies actually increase 
their drug prices more than once a year; 
manufacturers increased the price of 106 of 
the 197 drugs most frequently used by 
senior citizens over the three-month period 
ending in March 2004.4

The Cost to Uninsured, Non-Elderly 
Americans

Both policy makers and non-profit advocacy 
groups often focus on the inordinate burden 
that prescription drug costs place on the 
elderly. Many seniors live on fixea incomes 
that increase only slightly with inflation. As 
prescription drug costs rise faster than the 
rate of inflation, health care consumes more 
and more of their limited annual incomes. 
In recognition of senio; citizens' need for

Analysis: The Medicare 
Prescription Drug Benefit

Congress enacted the Medicare Prescription 
Drug, Improvement, and Modernization Act 
in late 2003. Unfortunately, the benefit 
created by the legislation provides only 
limited prescription drug coverage for most 
beneficiaries and does nothing to lower the 
overall price of drugs for all Americans.

Until private prescription drug plans become 
available in ZU06, Medicare beneficiaries can 
enroll in an interim discount card program. 
Once a Medicare recipient selects a drug 
discount card, he or she is limited to the 
discounts available through that card for the 
next year. The companies selling the drug 
discount cards, however, can change the 
drug list and discounts at any time. 
Because enrollees have neither the freedom 
to change plans, nor the ability to predict 
prices, real competition between card 
providers does not exist. Drug card 
providers have little incentive to lower 
prices. Moreover, the legislation specifically 
prohibits Medicare administrators from 
negotiating drug prices w;th the 
pharmaceutical companies, which would 
have lowered both the cost to seniors for 
their medication and the overall cost of the 
program to taxpayers.

The Medicare legislation also aoes not 
address the cost of prescription drugs for 
non-Meoicare recipients, including the 
millions of uninsured who are left to pay the 
full high price for their medication.
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prescription drug coverage, Congress 
passed the Medicare Prescription Drug, 
Improvement, and Modernization Act of
2003.5 Unfortunately, the benefit created 
by the legislation provides only limited 
prescription drug coverage for most 
beneficiaries (see box).

In addition to seniors, many non-elderly 
consumers are unable to afford their 
prescription drug medication. While 
Medicare beneficiaries have insurance that 
generally covers doctors and hospital care, 
increasing numbers of non-elderly (under 
o5 years <f age) -uninsured Americans 
struggle to pay for all of their health care. 
The number of non-elderly uninsured 
Americans grew to approximately 45 million 
in 2003, an increase of 1.4 million from
2002.6 Young adults (ages 19 Lo 34) 
accounted for 40% of the non-elderly, 
uninsured population in 200 ‘

Lacking health insurance is a tremendous 
barrier to obtaining needed health care. 
According to a survey conducted by Kaiser 
Family Foundation in 2003, 37% of
uninsured people did riot fill a prescription 
because of cost. Almost half (47%) of the 
uninsured postponed seeking any medical 
C d " ' because of cost.8 Even after an 
uninsured person finally decides to seek 
medical care, that person is often unable to 
pay for the treatment that his or her doctor 
prescribes.

Having drug coverage does not necessarily 
translate into being able to afford 
prescription drugs; many plans require 
patients to make large co-payments or 
spend somewhere between $100 and $500 
in deductibles before covering most 
services.9 The more a person has to pay for 
a drug, the less likely he or she is to have it 
filled. A study published in the Journal o f  
the American Medical Association found that 
increasing co-payments from $5 to $10 per 
prescription reduced consumer spending on

drugs by 22%.10 Co-payments have greatly 
increased as employers have looked for 
ways to cut rising health care costs.

Drug Prices Rise As industry 
Thrives

The high price of prescription drugs has 
helped the pharmaceutical industry remain 
consistently profitable, even in a stagnant 
economy. In 2001, it ranked first of any 
industry in rates of return on equity, assets, 
or revenues.11 Families USA, meanwhile, 
found that the pharmaceutical industry has 
been the most profitable industry in the 
United States for the past 10 years, and 
that it "was five-and-one-half times more 
profitable than the average for Fortune 500 
companies."12 Similarly, Public Citizen 
released a study finding that the combined 
profits for the 10 drug companies in the 
Fortune 500 ($35.9 billion) amounted to 
more than the profits for all the other 490 
businesses put together ($33.7 billion) in 
2002.13

The industry insists that its high prices are 
justified by the amount of money it must 
spend in researching and developing new 
medications. According to one industry 
source, the cost of research and 
development (R & D) averages $800 million 
or more for a single compound.1,1 Another 
industry source suggests that out of 5,000 
drugs under development, only five are 
likely to be tested in clinical trials and only 
one will be approved for patient use, 
meaning that industry must invest heavily in 
medicines that never turn a profit.15 The 
inherent risks of R & D and the need to 
recover losses from failed trials both 
necessitate and justify the st of its 
products, the argument continues. 
According to the industry, lowering prices 
will result in less investment in R & D and 
fewer new and innovative drugs on the 
market.
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Yet R & D is actually a much lower priority 
for drug companies than they sugyest. 
Firrt, the government funds a substantial 
portion of the research and development 
required to produce any given medicine. 
One group has estimated that R & D can 
cost companies no more than $240 million 
per drug, once government-funded research 
and tax deductions are taken into account,10 
rather than the industry figure of $800 
milPon. While *240 million is still a 
substantial sum of money, these figures 
suggest that the pharmaceutical industry's 
research anti development expenses may 
be far lower than advertised.

In addition, despite the steep climb in the 
cost of prescription drugs, the Food and 
Drug Administrate n (FDA) approved only 
17 new drugs in 2002, the fewest in a 
decade. Some suggest that this drop in 
new medications has prompted "companies 
to keep profits flowing the old-fashioned 
way: by charging more for their existing 
products."17

Further-more, tt a pharmaceutical companies 
spent greater portions of their net revenue 
on marketing, advertising, and 
administrative costs than on R & D in 2001. 
In fact, one study found that eight major 
American pharmaceutical companies spent 
more than twice as much on marketing and 
administrative costs than on R & D. And in 
2001, the major pharmaceutical companies 
put only 11% of their revenue into R&D,  
but counted 18% of revenue as profits.18 
Recent evidence also suggests that major 
drug companies spend a greater percentage 
of their money on buybacks of company 
stock and dividends to shareholders. Pfizer, 
the largest drug company in t! ’ world, 
spent 210% ($22.2 billion) more on stock 
buybacks and dividends than it did on 
research in the past 18 months.19

Drug Companies Exploit Loopholes 
to Delay Generic Competition

In response to concerns about the 
struggling generic industry and the 
pharmaceutical industry's frustration with 
the lengthy FDA approval process, Congress 
enacted the Drug Price Competition and 
Patent Term Restoration Act, commonly 
referred to as the Hatch-Waxman Act, in 
1984. The legislation increased the number 
of generic drugs available to consumers by 
simplifying the approval process for genonc 
companies. This provision increased the 
generic share of the prescription drug 
market from 20% at the time of enactment 
to nearly 50% of the current market.20 
Unfortunately, the legislation also gave the 
pharmaceutical industry a new set of 
weapons to delay the approval of generic 
equivalents.

In order to receive FDA approval to market 
a generic drug, the generic manufacturer 
must prove the brand-name drug's patent 
has either expired or is no longer valid. If 
the brand-name company retaliates with a 
lawsuit, which is common, FDA 
automatically delays the generic company's 
claim for 30 months while it investigates the 
dispute. The Hatr.h-Waxman Act also gave 
brand-name manufacturers the ability to 
submit patents on multiple aspects of the 
same drug, thereby extending the number 
of times the company can invoke the 30- 
month delay. Companies have filed patents 
on everything from the color of a capsule to 
the shape of a bottle, all in an attempt to 
extend their control over a specific brand- 
name drug. By filing new patents after the 
first lawsuit, then suing for infringement of 
those patents, brand name drug companies 
can obtain successive 30-month stays. 
Researchers have found that the average 
number of patents filed on brand-name 
medications has increased from 2 to 12 in 
the past 10 years.21
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An additional six months of exclusive 
marketing rights can be extraordinarily 
profitable. When Wyeth Pharmaceuticals 
was granted an additional six months of 
exclusivity for its anti-depressant Effexor,22 
it earned an additional $72 million dollars.23 
By exploiting the legal loopholes created in 
the Hatch-Waxman Act, brand-name drug 
manufacturers have succeeded in 
maintaining monopoly rights to prescription 
drugs long after the original patent expired.

Drug Companies Engage in 
Collusion and Price Manipulation
In • der to avoid the costly legal oattles 
described in the previous section, some 
brand-name drug companies opt for a less 
expensive alternative. Rather than spend 
millions defending themselves against 
lawsuits, companies holding expired or 
invalid patents decide instead to cut their 
losses and make a deal with their 
competitors. The brand-name companies 
pay the generic manufacturer to postpone 
entry into the market, and they agree on a 
settlement. In June 2002, the Federal 
Trade Commission (FTC) challenged interim 
settlements for three drug products. In the 
challenges, the Commission alleged that 
"the brand-name drug company paid the 
first generic applicant not to enter the 
market, thereby retaining its (unused) 180- 
day marketing exclusivity and precluding 
the FD A from approving any eligible 
subsequent generic applicants."2'’ The FTC 
found that the brand-name manufacturer 
and generic manufacturer were illegally 
colluding to prevent competition and 
preserve the drug's high price.25

Other lawsuits allege that some companies 
have systematically overcharged consumers 
for their medicines or waged misinformation 
campaigns against competitors. Wyeth- 
Ayerst Laboratories, for example, has been 
accused of maintaining a 99% monopoly

over its estrogen supplement Premarin by 
waging a misinformation campaign about its 
generic competitor, Cenestin, to discourage 
consumers from purchasing the cheaper 
drug. Even as Wyeth-Ayerst worked to 
keep Cenestin off formularies—the list of 
medications covered by any given health 
plan—it continued to in'rease the price of 
Premarin.25 Knoll Pharmaceuticals (now 
owned by BASF) also was accused of 
waging a misinformation campaign about 
generic competition for Synthroid, its drug 
to treat hyperthyroidism. Knoll maintained 
in both advertisements and communication 
with state and federal regulators, 
consumers, pharmacists, and the medical 
community that there was no "substitute for 
Synthroid" despite evidence in hand proving 
that the generic version of Synthroid was 
biologically equivalent and an effective 
substitute.27

Several state PIRGs have joined labor 
unions, senior citizen advocates and other 
consumer groups in litigation coordinated 
by the Prescription Access Litigation Project 
(PALP), challenging numerous unfair drug 
company price manipulation tactics. In July 
2004, PALP announced a $29 million 
settlement with GlaxoSmithKline over 
charges that it used illegal tactics to 
maintain its patent on Augmentin, a popular 
antibiotic used in the treatment of a variety 
of common infections.28

Pharmacy Benefit Managers Use 
Deceptive Trade Practices

Pharmacy Benefit Managers (PBMs), the 
pharmaceutical "middlemen," arrange sales 
programs between drug manufacturers and 
health care plan providers (such as state 
health benefit programs, large businesses, 
c.nd HMOs) seeking to reduce the cost of 
their prescription drug plans. PBMs provide 
pharmacy coverage to more than 150 
million American consumers;29 three PBMs—
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Medco, Caremark and Express Scripts— 
currently control approximately 80% of the 
lucrative market. Overall, the nation's 
employers spend more than $70 billion 
through PBMs.30 Despite the impact of PBMs 
oil health care spending, tremendous 
secrecy surrounds how PBMs conduct 
busine:' decent investigatic.o ularge that 
PBMs exploit their abiiity to negotiate secret 
deals and increase their revenues without 
passing cost savings on to clients.

In April 2004, 19 staces settled deceptive 
trade practice claims against Medco Health 
Solutions, Int. Medco' is the nation's largest 
PBM, with 2002 net revenues of more than 
$32 billion and a network of 55,000 
pharmacies.31 The complaint alleged that 
Medco encouraged physicians and other 
prescribers to switch patients to different 
prescription drugs without disclosing that 
the switches benefited Medco by increasing 
rebates from drug manufacturers. The 
complaint also alleged that Medco
misrepresented its actions by claiming that 
the switch would result in savings to both 
patients and health care plans.32 In reality, 
the switches they encouraged often 
increased costs, primarily in follow-up
doctor visits and tests. For example, Medco 
switched patients from certain cholesterol 
medications (such as Lipitor) to alternative 
treatments (such as Zocor), which required 
patients to pay for follow-up costs.33 Medco 
paid $29 million to settle the deceptive 
trade allegations; $2.5 million to identifiable 
patients who incurred expenses related to a 
switch between cholesterol controlling
drugs; and $6.6 million to states in fees and 
costs.

On August 4, 2904, the New York Attorney 
General's office announced it had filed suit 
against Express Scripts for "conducting 
elaborate schemes" that added millions of 
dollars in prescription drug costs to the 
state's health p l a n . T h e  lawsuit alleges 
that Express Scripts encouraged drug

switches that increased its revenue at the 
expense of the health plan and its 
members. Specifically, Express Scripts 
would switch members from a brand name 
drug losing patent protection to another 
brand name drug, one not facing generic 
competition but made by the same 
manufacturer. The suit also charges that 
the company would induce physicians to 
switch a patient's prescription from one 
prescribed drug to another drug 
manufactured by a company paying Express 
Scripts for new prescriptions. The suit 
further alleges that Express Scripts 
disguised millions of dollars in rebates it 
received from drug manufacturers as 
various types of administrative fees when it 
should have passed the rebates onto the 
health plan.35 Nineteen other states are 
currently investigating Express Scripts on 
similar charges.36

Drug Companies Limit Information 
on the Safety and Efficacy of Their 
Products

Often, several competing prescription drugs 
are available to treat one condition, such as 
depression or high cholesterol. However, 
consumers and doctois have few resources 
for determining which prescription is safest, 
most effective, and most affordable. 
Pharmaceutical companies frequently patent 
new prescription drugs that are either 
equivalent or less effective than less 
expensive options, such as druc> a 'ailable 
in generic form, over-tne-c 'unter 
medication, or lifestyle cnanges. 
Unfortunately, pharmaceutical companies 
generally do not conduct head-to-head 
comparisons of drugs that treat the same 
condition; they prefer the less risky 
approach of competing through marketing, 
which encourages doctors and consumers 
to use the newest and usually most 
expensive treatments.
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Not only do pharmaceutical companies 
discourage comparisons of drugs within the 
same class, they also control the 
dissemination and interpretation of their 
clinical trial results. In June 2004, the 
Attorney General of New York filed a lawsuit 
against GlaxoSmithKline, alleging that the 
company committed fraud by both 
concealing and failing to disclose negative 
information about its depression drug 
Paxil.37 GlaxoSmithKline completed five 
studies on the use of Paxil in children; four 
failed to demonstrate that Paxil was more 
effective than a placebo and suggested a 
possible increased risk of suicidal behavior. 
Not only did GlaxoSmithKline fail to include 
this information in the "Medical Information 
Letter" it sent to physicians, it also failed to 
publish the negative clinical trial results.38 
GlaxoSmithKline reached a settlement with 
the State of New York that includes 
payment of $2.5 million as well as an 
agreement to publicly disclose information 
on clinical studies of its drugs.39 In 
September 2004, an FDA advisory 
committee3 concluded that the increased 
risk of suicidality in pediatric patients 
applied to all the drugs studied (Prozac, 
Zoloft, Remeron, Paxil, Effexor, Celexa, 
Wellbutrin, Luvox and Serzone) in controlled 
clinical trials. Shortly thereafter, FDA 
announced support for the advisory 
committee's recommendation to strengthen 
the warning label for antidepressant usage 
in children.40

3 FDA uses advisory committees to gain expert advice 
about scientific and public health issues and/or 
regulatory decisions. On September 13-14, 2004, the 
Psychopharmacologic Drugs and Pediatric Advisory 
Committees held a joint meeting to consider the 
occurrence of suicidality in the course of treating 
pediatric patients with various anti-depressants. FDA 
is not required to follow the recommendations of its 
advisory committees; the agency announced a few 
days after the jo in t meeting that it "generally 
supports the recommendations.'' (From testimony of 
Dr. Robert Temple, Director of Medical Policy at FDA's 
Center for Drug Evaluation and Research, before the 
U.S. House Subcommittee on Oversight and 
Investigations, September 23, 2004.)

Around the same time, in September 2004, 
drug giant Merck announced a voluntary 
worldwide withdrawal of its blockbuster 
pain-relief drug, Vioxx. Merck stopped 
selling Vioxx after a long term study, 
financed by the company, showed that 
people taking the drug had more cases of 
heart attack, stroke or blood clot than 
people taking a placebo.'’1 Since Vioxx went 
on the market in 1999, the prescription has 
been dispensed 84 million times.42 Many 
experts in the medical field had raised 
questions about the safety of the 
medication for nearly four years; many 
others are raising similar questions about 
the FDA's failure to recall the drug in the 
face of this medical evidence. In 2000, a 
study by the New England Journal o f  
Medicine found rates of heart attacks were 
higher in patients taking Vioxx than in 
patients taking an older drug. After that 
study, FDA required Merck to add a warning 
to Vioxx's label. Another study released by 
cardiologists in 2001 reiterated the findings 
of the 2000 study.43 This news, combined 
with the high cost of Vioxx, caused some 
insurers to remove Vioxx and similar pain 
medications from their list of preferred 
drugs. Although an August 2004 French 
study found that high doses of Vioxx triple 
the rate of heart attack, FDA approved 
Vioxx for use in children just a few weeks 
later.44 Merck continued to assert that the 
drug was safe—even as recently as three 
days before announcing its decision to 
withdraw the drug from the market.45

Drug Companies Spend Millions 
Lobbying to Maintain High Prices

In June 2004, Public Citizen released a 
report detailing the amount of money the 
drug industry—broadly defined as brand- 
name, generic and biotech drug makers, 
pharmacy benefit managers, distributors, 
and related advocacy groups—spent
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lobbying Congress in 2003. According to 
the report, "the drug industry hired 824 
inc vidual lobbyists in 2003—an all-time 
high. That's more than eight lobbyists for 
each member of the U.S. Senate. In 2002, 
based on a more narrowly defined survey, 
the drug industry spent $91.4 million and 
hired 675 lobbyists.'*6 Drug industry 
spending on lobbying in 2003 rose to a 
record $108.6 million; brand-name 
manufacturers alone spent nearly $80 
million on lobbying, or 73% of the industry 
total. The Pharmaceutical Research and 
Manufacturers of America (PhRMA), the

industry's leading trade association 
representing more than 40 brand-name 
drug companies, hired 136 lobbyists in 
2003, 24 more than the previous year, and 
spent more than $16 million on direct 
lobbying before Congress, a 12.5% increase 
from the year before.47 According to 
confidential budget documents, PhRMA 
does not confine its financial influence to 
federal decision-makers. For the fiscal year 
that began on July 1, 2003, PhRMA had 
budgeted $48.7 million for advocacy at the 
state level as well.48
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S u r v e y  F i n d i n g s

W
hi'e the pharmaceutical industry is 
among the most profitable industries 
in the world, millions of uninsured and 
underinsured Americans struggle to afford 
the medicines they need, even forgoing 

medically necessary drugs when prices are 
out of reach. When discussing the high 
cost of prescription drugs, politicians often 
focus on the financial burden carried by 
senior citizens. Unfortunately, high 
prescription 5rug prices are a problem for 
Americans of all ages, not just the elderly.

The federal government uses its buying 
power to negotiate lower prices for the 
drugs it purchases for its beneficiaries -  
such as Veterans, government employees 
and retirees. Consumers with health 
insurance coverage pay only a portion of 
the discounted price negotiated by their 
insurance company. Unfortunately, 45 
million uninsured Americans have no one 
doing the same on their behalf.

In late summer of 2004, the National 
Association of State Public Interest 
Research Groups (PIRGs) conducted a 
survey of more than 400 pharmacies in 19 
states across the country and Washington, 
DC to determine how much uninsured 
consumers are paying for 12 prescription 
drugs commonly used by adults under age 
65. We then compared these prices with 
the prices the pharmaceutical companies 
charge one of their "most favored" 
customers, the federal government, and the 
prices paid by consumers in Canada.

Our survey demonstrates that the uninsured 
pay unjustly high prices for prescription 
drugs in the United States—especially when 
compared with the prices paid by the 
federal government and our neighbors to

the north. Tables 1 and 2 detail the results 
of our survey. Key findings include:

In Alaska:
♦ On average, uninsured consumers in 
Alaska pay 80% more than the federal 
government for 12 common prescription 
medications.

♦ Uninsured consumers in Alaska pay 80% 
more for Zithromax than the federal 
government pays for the same prescription. 
Zithromax—an antibiotic prescribed to treat 
various bacterial infections, such as 
pneumonia—is the most commonly 
dispensed antibiotic in America.

♦ On average, uninsured consumers in 
Alaska pay tv/ice as much—109% more—for 
drugs purchased at their local pharmacy 
then they would pay if they purchased the 
same drugs from a Canadian pharmacy.

Nationally:
♦ Uninsured American., pay 78% more on 
average for 12 common prescription drugs 
than the federal government pays for the 
same medication. The price difference; 
range from 41% more for Ambien, a sleep 
aid, to 162% more for Synthroid, which 
treats thyroid disorders.

♦ Many of the drugs featured in the PIRG 
survey treat chronic conditions -  meaning 
that even small savings add up quickly. An 
uninsured person regularly taking Allegra to 
control his or her allergies, for example, 
would pay on average $1,120 for a year's 
supply. The government, on the other 
hand, would pay only $657 for the same 
quantity of Allegra -  a savings of $463.
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• Uninsured Americans, on average, pay 
tv.,::_ as much as Canadians—105% more— 
for nine of the common prescription 
medications we surveyed. The price 
differences range from 45% more for 
Norvasc, which treats high blood pressure, 
to 530% more for Premarin, a necessary 
hormone treatment for millions of women.

• An uninsured woman regularly taking 
Premarin would pay on average $465 for a 
year's supply. A woman purchasing her 
year's supply of Premarin from a Canadian

pharmacy would pay $74—saving $391 a 
year.

Refer to Appendix A for a detailed 
breakdown of the average cost of these 
piescription drugs in all of the states and 
major metropolitan areas surveyed.
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T a b l e  1. 12 C o m m o n  P r e s c r i p t i o n  Drugs :  P r i c e s  Pa id  by U n i n s u r e d  C o n s u m e r s  vs .  t h e  
F e d e r a l  G o v e r n m e n t

Average % mcfre Average price %  more
Federal price paid-by— paid by paid by paid by

■ ^  ■ supply uninsured uninsured uninsured in uninsured
price nationally - nationally • Alaska ' in Alaska

Synthroid $9.20 $24.08 162% $25.78 180%
Zyrtec $43.30 $73.37 69% $73.44 70%
Ambien $73.13 $103.30 41% $102.95 41%
Lipitor $47.05 $80.65 71% $83.96 78%
Levoxyl $10.27 $17.70 72% $18.36 79%
Allegra $54.77 $93.34 70% $87.91 61%
Prem arin $15.53 $38.73 149% $41.90 170%
N orvasa $45.39 $72.38 59% $79.61 75%
Singulair $58.35 $105.19 P0% $106.58 83%
Effexor XR $51.46 $109.72 113% $105.21 104%
O rtho Tri-Cyclen $18.72 $43.24 131% $42.60 128%
Zithrom ax $31.71 $57.30 81% $57.06 80%
Average $38.24 $68.25 78% $68.78 80%

T a b l e  2. N ine  C o m m o n  P r e s c r i p t i o n  Drugs :  P r i c e s  Pa id  by U n i n s u r e d  A m e r i c a n  
C o n s u m e r s  vs.  C a n a d i a n  C o n s u m e r s

Average % more Average % more
• Price • price paid by paid by price paid by paid by

* In uninsured uninsured uninsured in uninsured
Canada Americans ' Americans Alaska n in Alaska

Synthroid $5.54 $24.08 335% $25.78 365%
Zyrtec $18.54 $73.37 296% $73.44 296%
Lipitor $47.40 $80.65 70% $83.96 77%
Prem arin $6.15 $38.73 530% $41.90 581%
Norvasc $50.04 $72.38 45% $79.61 59%
Singulair $62.15 $105.19 69% $106.53 71%
Effexor XR $50.39 $109.72 118% $105.21 109%
Ortho Tri-Cyclcn $19.12 $43.24 126% $42.60 123%
Zithrom ax $35.30 $57.30 62% $57.06 62%
Average $32.74 $67.18 405% ‘ $68.46 109% -
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P o l i c y  R e c o m m e n d a t i o n s

Although the prescription drug crisis is 
undeniably complex, simple and readily 
available policy options do exist and could 

be immediately implemented. Some of 
these recommendations have already been 
employed at the state level. The state 
PIRGs support the following state and 
federal strategies to lower the cost of 
prescription drugs:

C r e a t e  P r e s c r i p t i o n  D r u g  B u y i n g  
P o o l s

The state PIRGs support creating 
prescription drug-buying pooK at the state 
level that would allow businesses, the 
government and individuals o f all ages to 
use their combined buying power to 
negotiate lower drug prices, sim ilar to what 
is done by the federal government and big 
health insurance providers. Specifically, this 
would:

• Give the state government the ability to 
negotiate substantial rebates from drug 
companies and discounts from retailers, 
then pass those savings along to 
participants; and

• Provide tools to help persuade drug 
companies to negotiate prices in good 
faith, including public disclosure of 
uncooperative companies.

In May 2000, the Maine legislature passed 
the Maine Rx Program, which allowed the 
state to negotiate fairer drug prices for all 
residents, regardless o f income level or age, 
by us ng the buying power o f its Medicaid 
program. The Pharmaceutical Research and 
Manufacturers Association filed a lawsuit on 
the basis that the program interfered with 
interstate commerce. In May 2003, the 
U.S. Supreme Court decided in favor o f 
Maine. Concerned over future legal

I n t e r s t a t e  B u y i n g  P o o l s

States are banding together to leverage their 
market power to lower the price of 
prescription drugs and reduce inefficiencies in 
the purchase of medication for their residents.

The RxIS Coalition, an arrangement between 
Delaware, Missouri, New Mexico, West 
Virginia, and most recently Ohio, negotiates 
manufacturer discounts for prescription drugs 
for state employees using a single PBM.

In April 2004 the U.S. Department of .lealth 
and Human Services (HHS) Secretary 
approved plans by five states (Michigan, 
Vermont, New Hampshire, Alaska, and 
Nevada) to pool their collective purchasing 
power to gain deeper discounts on 
prescription medications for their state 
Medicaid programs. In 2004, Michigan 
estimates that it will save $8 million; Vermont 
$1 million; Alaska $1 million; New Hampshire 
$250,000; and Nevada $1.9 million. 
Minnesota and Hawaii have submitted plans to 
HHS in order to join. Minnesota estimates 
that it could save $11 million.

Source: "State Purchasing Pools for
Prescription Drugs: What's Happening and
How Do They Work?" an issue brief from the 
National Governors Association Center for Best 
Practices, available at www.naa.oro.

challenges, the Maine legislature enacted 
changes to the program in June 2003 that 
limited participation to Maine residents with 
incomes under 350% of the federal poverty 
level and to individuals whose drug 
expenses exceed 5% o f their income.
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I n c r e a s e  C o m p e t i t i o n  f r o m  L o w  
C o s t  G e n e r i c  D r u g s

The state PIRGs support legislation that 
would close the loopholes in the Hatch- 
Waxrnan Act and prevent pharmaceutical 
companies from using costly tactics to delay 
the introduction o f generic drugs. The state 
PIRGs also call on FDA to take a more 
proactive role to prevent the practices 
commonly used by pharmaceutical 
companies to extend their patents.

E x p a n d  U s e  o f  P r e f e r r e d  D r u g  L i s t s

The state PIRGs support expanding the 
use o f "pre fe rred drug lis ts ," o r PDLs. 
Panels o f experts develop PDLs by 
evaluating the effectiveness and price o f 
sim ilar medications then placing the 
equally effective yet lower cost 
medications on the lists. Health care 
providers and state governments use 
these PDLs when making purchasing 
decisions, ensuring tha t patien ts get the 
most cost-e ffective drugs available while 
encouraging drug manufacturers to o ffe r 
competitive prices. Evidence-based 
review programs (see box) are a perfect 
complement to PDLs; experts can rely on 
research from evidence-based review to 
make well-in form ed decisions about which 
drugs to include on the PDLs.

R e g u l a t e  t h e  M a r k e t i n g  P r a c t i c e s  
o f  t h e  P h a r m a c e u t i c a l  I n d u s t r y

Both consumers and doctors are 
increasingly inundated w ith in f mation 
about brand-name prescription drugs. 
Neither doctors nor consumers can rely on 
the information provided by pharmaceutical 
companies. The state PIRGs support the 
following strategies to end or lim it direct-to- 
consumer advertising and restrict

E v i d e n c e - B a s e d  R e v i e w

Evidence-based review programs can help 
health care providers and state governments 
make well-informed decisions about which 
drugs to place on Preferred Drug Lists.

With the support o f consumer advocacy 
groups, including OSPIRG, Oregon state 
lawmakers created "The Drug Effectiveness 
Review Project" in 2002. The project 
established a database of unbiased scientific 
evidence, "evidence-based research," 
regarding the safety and effectiveness of 
drugs that trea t the same condition. 
Oregon uses the research to make cost- 
effective drug purchasing decisions for its 
Medicaid program, but the information is 
also available to the public. A central 
website, www.OreaonRx.org. provides 
consumers with a helpful tool to sort 
through the available prescription 
medications to trea t their conditions.

Instead of purchasing multiple drugs within 
the same treatment class (such as 
competing name brand drugs), government 
programs can purchase the best and most 
cost-effective medications. Evidence-based 
research rewards effective low cost drugs 
and could reduce the number of high cost 
drugs that are not an improvement on 
existing medication options. In many cases, 
the research has found that the newest and 
most expensive prescriptions are not any 
better than older, cheaper medications.

As o f April 2004, 10 ether states (Alaska, 
Idaho, Kansas, Michigan, Minnesota, 
Missouri, North Carolina, Washington, 
Wisconsin, and Wyoming) had joined with 
Oregon to fund evidence-based research.

Sources: The Oregon state website on
evidence-based research, www.OreaonRx.org: 
AARP, Rx Watchdog Report, Vol. 1, Issue 2, July 
2004, "AARP Building a Functioning Market for 
Prescription Drugs."
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pharmaceutical company marketing to 
doctors:

□ End o r Lim it Direct-to-Consumer 
Advertising

The slate PIRGs support legislation to end 
the practice o f direct-to-consumer 
advertising, which encourages consumers to 
request the newest and often most 
expensive treatment regardless o f proof 
about the drug's superiority. Physicians 
tend to prescribe the requested drug, often 
despite their ambivalence about the 
treatment cHoice.99 The state PIRGs also 
support interim steps to close loopholes in 
the legislation that allows direct-to- 
consumer advertising. For instance, a drug 
manufacturer does not have to include 
information about the side effects o f a drug 
in an advertisement if the advertisement 
does not explicitly say what the drug is used 
to treat.

Over the past few years, several states, 
including Massachusetts, California, 
Vermont and West Virginia, have introduced 
legislation to regulate direct-to-consumer 
advertising or passed resolutions asking 
Congress to lim it prescription drug 
advertising.50

□ Restrict Marketing to Doctors

The state PIRGs support legislation to lim it 
pharmaceutical promotion to physicians 
(detailing). Some legislative options that 
state PIRGs support or have supported in 
the past include:

7 Codifying the PhRMA and American 
Medical Association guidelines for 
interactions between doctors and 
pharmaceutical company representatives.

Recently, the state o f California enacted 
legislation, sponsored by CALPIRG, to codify 
previously unenforceable voluntary

guidelines on gift-g iving to doctors. The 
legislation also requires drug companies to 
make their internal guidelines on gift-giving 
available on the ir websites.51

7 Placing strict monetary lim its or outright 
bans on gifts from pharmaceutical 
companies to doctors.

Minnesota was the first state to cap gift 
value at $50 per gift, with some exceptions, 
in 1993. In 2004, the Minnesota legislature 
introduced but did not pass a bill to lower 
the cap from $50 to $20.52

7 Improving doctor and drug company 
disclosure, such as requiring pharmaceutical 
companies to report the value, nature, and 
purpose of any g ift or economic incentive 
over a cen ;n value given to a health care 
provider.

In the past two years, Maine and Vermont 
have enacted, and more than 15 state 
legislatures have considered, some 
disclosure requirements for drug companies 
or doctors.53

I n c r e a s e  t h e  T r a n s p a r e n c y  o f  P B M s

Pharmacy Benefit Managers (PBMs), the 
pharmaceutical "m iddlemen", manage the 
prescription drug care for millions of
Americans. PBMs negotiate deals from
pharmaceutical companies on behalf o f 
insurers, state health programs, and large 
businesses. These deals, however, are
shrouded in secrecy and are the basis for 
allegations tha t PBMs fail to act in their 
clients' best interests. The state PIRGs 
support efforts to increase transparency and 
accountability for PBMs.

In 2003, South Dakota enacted legislation 
to regulate PBMs. Under the legislation, a 
PBM is required to oeiform its duties in 
"good fa ith" and to disclose to its clients the
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amount o f all rebate revenues and the 
nature, type and amounts of all other 
revenues th?f the PBM receives from each 
pharmaceuti manufacturer or labeler with 
whom the PBiv has a contract.54

L e g a l i z e  P r e s c r i p t i o n  D r u g  
I m p o r t a t i o n

To provide consumers w ith immediate relief 
from the high cost o f prescription drug 
prices, the state PIRGs support legislation to 
legalize prescription drug importation as an 
interim solution for the millions of 
consumers who cannot afford to purchase 
their medication. Legalizing prescription 
drug importation through legislation such as 
the bi-partisan Dorgan-Snowe proposal in 
the 108th Congress will give consumers 
timely access to affordable medication and

pressure the pharmaceutical industry to 
lower the prices o f prescription drugs sold in 
America.

Although federal legislative proposals have 
stalled, numerous states and cities have 
implemented programs to help employees 
and consumers imnort prescription 
medication. For example, the state o f 
Rhode Island enacted a law in 2004 to allow 
pharmacies licensed in Canada to do 
business in Rhode Island. FDA, however, 
continues to frustrate states' efforts to help 
their residents import prescription drugs. 
Vermont Filed a lawsuit against the FDA in 
August 2004 after the agency rejected the 
state's request to set up a pilot program to 
demonstrate how importation could be done 
safely.55
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C o n s u m e r  T i p s

2  B e w a r e  o f  b r a n d  n a m e  g e n e r i c s .
A testimony to the effectiveness of the pharmaceutical industry is the emergence o f "brand 
name generics," generic equivalents o f popular brand name drugs made by companies that 
spend money on advertising to distinguish the ir products from other generic versions. One of 
the drugs included in our survey, Levoxyl, is a brand name generic version o f another drug in 
our survey, Synthroid. Both are top sellers, and both are priced higher than equally effective 
generic versions. See the price comparisons for Synthroid below. The prices represent the cost 
o f a one month's supply (30 tablets); we used Walgreen's website price for 100 tablets to 
calculate the cost of a month's supply.

Prescription Drug 
Version

Prescription 
Drug Name'

Average Price 
in Survey

.Priceon Walgreen's 
Website** \

Original, Brand Name Synthroid $24.08 $19.20
Generic, Brand Name Levoxyl $17.70 $15.90
Generic Levothyroxine n/a $11.40

‘ prices downloaded from www.waloreens.com on October 5, 2004.

2  A l w a y s  a s k  if t h e r e  i s  a  g e n e r i c  v e r s i o n  o f  y o u r  p r e s c r i p t i o n .
Ask your doctor or your pharmacist for a generic version o f your prescription medication or do 
some research by looking at an online drugstore. Generic drugs are much cheaper than their 
brand name counterparts. For example, the price o f the most popular brand of birth control in 
America, Ortho Tri-Cyclen, is much higher than its generic equivalent, Tri-nessa. On Walgreen's 
website, a month's supply o f Ortho Tri-Cyclen costs $41.99. The generic version, Tri-Nessa, 
costs only $29.99— nearly 30% less.

S B e  s u r e  t o  t e l l  y o u r  d o c t o r  if y o u  a r e  n o t  a b l e  t o  a f f o r d  t h e  m e d i c a t i o n  t h a t  
h e  o r  s h e  p r e s c r i b e d  y o u .

I f a doctor writes you a prescription, he or she expects that you will fill it and take it as 
directed. Your doctor might have free samples available or m ight be able to prescribe a 
different medication that is less expensive.

2  S h o p  a r o u n d ;  u s e  t h e  p h o n e  a n d  t h e  I n t e r n e t  t o  l o o k  f o r  l o w e r  d r u g  p r i c e s .
Ask a pharmacist for advice on how to save money on your prescriptions; they m ight know of 
discount programs for which you might be eligible. Certain websites also can heip consumers 
compare prices from multiple In ternet pharmacies, such as www.priceQrabber.com and 
www.destinationrx.com. (See tip below about using safe Internet pharmacies.)

S B e  c a r e f u l  w h e n  p u r c h a s i n g  y o u r  p r e s c r i p t i o n s  o n  t h e  I n t e r n e t .
Many websites appear legitimate but actually sell counterfe it and unsafe products. The National 
Association of Boards o f Pharmacy developed the Verified In ternet Pharmacy Practice Sites 
(VIPPS) program to certify pharmacies that meet licensing requirements fo r their state, as well
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as for each ' ■ ate to which they dispense pharmaceuticals. For more information on VIPPS, visit 
http://viDDS.nabp.net/.

In general, be sure L ia t any In ternet pharmacy is licensed by a government authority . Also, 
never use an Internet pharmacy that does not require a hard copy (faxed or mailed) o f your 
doctor's prescription. Always look for the online pharmacy's address; if the website does not 
disclose any address or phone number, it is probably not a legitimate business

2  O n l y  i m p o r t  p r e s c r i p t i o n  d r u g s  f r o m  p h a r m a c i e s  c e r t i f i e d  b y  t h e  c o u n t r y  in 
w h i c h  t h e y  a r e  b a s e d .

Several states have set up websites to help their residents import drugs from certified Canadian 
pharmacies. These websites are generally open to people living outside o f the state. The state 
o f Minnesota, for example, maintains www.MinnesotaRxConnect.com to help consumers price 
Canadian drugs. The Minnesota State Department of Health visited and approved each of the 
pharmacies included on its website. Another website, www.pharmacvchecker.com, is a free 
service that allows consumers to compare drug prices at a variety o f Internet sites. I t has rated 
44 online pharmacies in the United States, Canada, Mexico, and elsewhere.

Q u e s t i o n s  t o  A s k  Y o u r  H e a l t h  C a r e  P r o v i d e r : 56

■S I s  t h i s  d r u g  m o r e  e f f e c t i v e  t h a n  a n  o l d e r ,  c h e a p e r  d r u g  b e c a u s e  i t  i s  
p r e s c r i b e d  a t  a  h i g h e r  d o s a g e ?  If s o ,  w o u l d  t h e  o l d e r ,  c h e a p e r  d r u g  b e  a s  
e f f e c t i v e  if i t  w e r e  g i v e n  a t  a n  e q u i v a l e n t  d o s e ?

Sometimes the best course is simply to increase the dose of an older drug. New drugs arc not 
necessarily better than old ones, and 'he older the drug, the better its safety record is likely to 
be.

J  A r e  t h e  b e n e f i t s  w o r t h  t h e  s i d e  e f f e c t s ,  t h e  e x p e n s e ,  a n d  t h e  r i s k  o f  
i n t e r a c t i o n  w i t h  o t h e r  d r u g s  I t a k e ?

Every drug has side effects, and the side effects and associated risks may outweigh the benefits 
of tak!ng a new prescription.
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M e t h o d o l o g y

The goal o f this report was to find out how 
much uninsured, non-elderly consumers pay 
for commonly prescribed medications.

H ow  W e  S e l e c t e d  t h e  P r e s c r i p t i o n  
D r u g s  t o  S u r v e y

This report surveyed drugs commonly 
prescribed to Americans under 65. Using 
data from NDC Health,57 we developed a list 
o f the 20 Brand name prescription drugs 
most frequently dispensed to anyone in 
2003. We included only brand name drugs 
and brand name generics; we did not 
include generic versions o f drugs 
manufactured and sold by multiple 
companies. The data are based upon more 
than three billion prescriptions dispensed in 
2003.50

To focus our study on prescription drugs 
used by people under 65, however, we 
dropped any drug failing on the list o f the 
top 30 brand-name drugs used by the 
elderly, based on an analysis by Families 
USA.59 In doing so, we removed two 
categories o f drugs that many people under 
65 require— medication to lower cholesterol 
and medication to lower blood pressure or 
treat angina. For this reason, we restored 
Lipitor (the top prescribed drug for the 
elderly and the top dispensed drug overall) 
and Norvasc (the top blood pressure/angina 
drug prescribed to the elderly and the 
fourth most frequently dispensed drug 
overall) to the survey list.

We surveyed pharmacies for the following 
drugs at the noted quantity and dosage.60

Lipitor, 10 mg/30 tablets. Lipitor, or 
atorvastatin, lowers a patient's cholesterol 
and triglycerides levels in the blood. 
Lowering these cholesterol levels reduces

the risk of hardened arteries, which leads to 
heart attacks, strokes and peripheral 
vascular disease.

Norvasc, 10 mg/30 tablets. Norvasc ic a 
calcium channel blocker tha t affects the 
movement of calcium into cells o f the heart 
and blood vessels. I t relaxes the blood 
vessels and increases the supply o f blood 
and oxygen to the heart. Norvasc is 
prescribed for patients with high blood 
pressure (hypertension) and can relieve and 
control angina pectoris (chest pain).

Synthroid, 112 mcg/30 tablets. 
Levothyroxine sodium is an antineoplastic 
that is used when a patient's thyro id gland 
does not produce enough hormone. I t also 
can be used to decrease the size o f an 
enlarged thyroid gland (goiter) and to treat 
thyroid cancer.

Levoxyl, 112 mcg/30 tablets. Levoxyl is the 
brand name generic o f Synthroid. I t too is 
an antineoplastic that is used when a 
patient's thyroid gland does not produce 
enough hormone. It can be used to 
decrease the size o f an enlarged thyroid 
gland (goiter) and to treat thyroid cancer.

Zithromax, 250 m g/ 6 tablets.b Zithromax is 
used to treat bacterial infections in many 
different parts of the body, including 
pneumonia. I t functions by killing or 
preventing the growth o f bacteria.

Premarin, 0.3 mg/30 tablets. Premarin is a 
drug composed of the female hormone 
estrogen and has a variety o f uses. I t is 
prescribed to provide additional hormone

b Surveyors asked for either six capsules or the 
pre-packaged version of the same dosage, 
called the Z-Pack.
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when the body does not produce enough of 
its own, especially during menopause or 
when female development is lacking. I t can 
help prevent the weakening of bones 
(osteoporosis) as well as function as 
treatment for both breast and prostate 
cancer.

Zyrtec, 10 mg/30 tablets. Zyrtec, or 
cetrizine hydrochlorine, is an antihistamine 
used to relieve the symptoms of hay fever, 
such as itching, runny nose, watery eyes 
and itchy hives, especially heightened 
during allergy season. Zyrtec treats both 
seasonal ancTperennial allergy symptoms.

Allegra, 60 mg/60 tablets. Allegra, or 
fexofenadine, is an antihistamine used to 
relieve the symptoms of hay fever and hives 
o f the skin. Allegra treats primarily seasonal 
allergy symptoms.

Singulair, 10 mg/30 tablets. Singulair, or 
montelkast, is used in mild to moderate 
asthma treatment. It helps decrease the 
severity o f the symptoms and reduces the 
number o f acute asthma attacks. It also can 
help treat seasonal allergies.

Ortho Tri-Cyclen, 1 dispense pack/28 
tablets. Crtho Tri-Cyclen is a progestin and 
estrogen combination that is used as an oral 
contraceptive to prevent pregnancy. 
Doctors also prescribe it to prevent acne.

Effexor XR, 75 mg/30 capsules. Effexor is 
an anti-depressant and anti-anxiety agent 
that treats depression and certain anxiety 
disorders.

Ambien, 10 mg/30 tablets. Ambien 
functions on a snort-term basis to treat 
insomnia by helping patients fall asleep 
faster and sleep through the night.

How We Conducted the Survey and 
Calculated Average Retail Prices

We surveyed a total o f 468 retail 
pharmacies in 19 states and Washington, 
DC in August and September o f 2004. We 
chose to survey retail pharmacies— chain 
pharmacies, grocery store pharmacies, and 
mass merchant pharmacies— ra ther than 
online retailers or other outlets. Although 
Internet pharmacy sales are grow ing, the 
vast majority o f Americans purchase their 
medications from retail pharmacies. Retail 
pharmacies filled 3.2 billion prescriptions in 
2003, with total sales of $203 billion.61

We selected the pharmacies at random 
from ar Internet directory website. 
Surveyors posed as uninsured, non-senior 
citizen consumers shopping around for the 
best prices for their prescriptions. The 
surveyors found that pharmacists were very 
helpful and often gave the "uninsured" 
surveyor useful advice about how to save 
money on their prescriptions.

H ow  W e  C o m p a r e d  R e s u l t s  t o  F e d e r a l  
S u p p l y  S c h e d u l e  P r i c ing

The most favored customer price used for 
comparison is the Federal Supply Schedule 
price, provided by the Pharmacy Strategic 
Benefit Management Group o f the 
Department of Veterans Affairs, which
oversees the Federal Supply Schedule 
prices. We downloaded the Federal Supply 
Schedule prices from
http://www.vapbm.org/PBM/Drices.htm on 
August 10, 2004. The pharmaceutical
industry, HMOs, and large insurers do not
make public the drug prices paid by most 
favored private sector customers. The U.S. 
Government Accountability Office, however, 
has found that "federal supply schedule 
prices represent the best publicly available 
information o f the prices that 
pharmaceutical makers charge the ir most 
favored customers."62
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When multiple Federal Supply Schedule 
prices were available for a specific drug, we 
used the highest available price. Because 
the Federal Supply Schedule prices do not 
inc'ude Dharmacy-dispensing fees, we 
added $'>.50 to each price to reflect a 
generous dispense fee ($4.50 is the average 
dispense fee paid to pharmacies by state 
Medicaid programs). Large purchasers,
including HMOs and the federal 
government, negotiate a fixed dispensing 
fee per prescription. Most purchase's
probably pay a higher fee than state 
Medicaid programs.

H ow  W e  C o m p a r e d  R e s u l t s  t o  P r i c e s  
F r om  a  C e r t i f i e d  C a n a d i a n  P h a r m a c y

We used a website run by the state o f 
Minnesota, www.MinnesotaRxConi.ect.com, 
to obtain comparative drug prices in
Canada. As described on the Minnesota 
website, "This website provides information 
to Minnesotans about the issues 
surrounding affordable prescription 
medicines and information about ordering 
prescription medicines from Canadian
pharmacies featured on the website. The 
Canadian pharmacies featured on this site 
are licensed by a Canadian province and 
governed by the laws and regulation o f

Canada. State officials visited the Canadian 
pharmacies listed on this site and reviewed 
the pharmacy's facilities, the protocols used 
for filling prescriptions and the Canadian 
regulations governing Canadian pharmacies. 
Many of the regulations governing the 
pharmacies are similar to regulations 
applicable to pharmacies licensed by the 
State of Minnesota."

The website features four different 
Canadian pharmacies and gives information 
about both their prescription prices and 
their shipping charges. The website finds 
the lowest price from among the four 
pharmacies for a specific dosage o f the 
prescription drug. For seven o f the drugs 
we compared, the website listed only one 
quantity and price available for the dosage 
specified in our survey. For Zyrtec, we 
selected the price associated with a 3- 
month supply o f 100 tablets, because most 
consumers would choose both the savings 
and convenience of ordering a larger supply 
of a daily medication; the only other option 
was for 18 tablets. For Zithromax, we 
selected the price associated with six 
tablets, rather than 30 tablets, because that 
is the quantity generally prescribed to treat 
most infections.
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•  •  •

A p p e n d i x  A. A v e r a g e  R e t a i l  P r i c e s  P a i d  b y  U n i n s u r e d  C o n s u m e r s  f o r  a  30-day S u p p l y  o f  P r e s c r i p t i o n  
M e d i c a t i o n :  B y  L o c a t i o n

1 Surveyed Area Synthroid Zyrtec Ambien Lipitor
%

. Levoxyl Allegra Premarin/ Norvasc Sirgulair Effexor 
. XR

Ortho 
T ri- 

Cycle n
Zithromax All 12 

Drugs

Alaska
(statewide) $25.78 $73.44 $102.95 $83.96 $18.36 $87.91 $41.90 $79.61 $106.58 $105.21 $42.60 $57.06 $68.78
Albuquerque, NM $24.43 $70.28 $99.71 $79.75 $17.33 $91.49 $41.90 $70.31 $101.82 $10B.79 $44.35 $56.28 $67.20
Atlanta, GA $22.96 $73.22 $104.51 $80.26 $ 17.43 $91.46 $39.04 $71.12 $102.61 $111.16 $42.93 $57.31 $67.83
Baltimore, MD $23.44 $75.33 $105.32 $85.88 $17.61 $95.76 $38.56 $74.74 $104.67 $109.21 $45.09 $56.85 $69.37
Boston, MA $24.15 $78.60 $109.54 $85.02 $18.91 $100.09 $38.95 $78.33 $112.43 $118.80 $44.71 $59.33 $72.41
Charleston, WV $23.80 $74.83 $105.20 $81.93 $18.17 $93.97 $39.33 $74.87 $106.64 $113.88 $41.79 $56.63 $69.25
Denver, CO $23.87 $71.09 $101.80 $77.25 $17.91 $9* '1 $38.81 $70.75 $105.55 $110.13 $43.41 $54.96 $67.50
Des Moines, IA $22.88 $70.18 $98.58 $77.80 $17.96 $89.21 $36.50 $69.61 $98.61 $104.62 $42.66 $54.02 $65.22
Las Vegas, NV $25.90 $73.93 $101.98 $79.13 $18.22 $89.91 $44.34 $70.94 $107.90 $114.48 $44.05 $58.81 $69.13
Nashville, TN $23.25 $71.05 $101.51 $79.07 $17.34 $92.88 $35.66 $68.89 $101.90 $106.64 $41.87 $56.22 $66.36
Oakland County, 
MI $24.42 $73.82 $102.27 $81.56 $15.20 $97.40 $39.85 $71.30 $106.67 $118.54 $41.74 $63.59 $69.70
Portland, OR $25.16 $72.88 $102.89 $76.27 $18.38 $91.66 $39.79 $74.39 $106.15 $107.79 $45.09 $57.74 $68.18
Providence, RI $24.25 $73.94 $105.44 $80.68 $17.18 $96.14 $38.29 $71.76 $106.25 $109.45 $41.59 $56.30 $68.44
Raieigh, NC $24.83 $76.15 $106.71 $85.43 $17.94 $97.29 $39.13 $73.90 $108.71 $107.44 $43.14 $61.71 $70.20
San Antonio, TX $22.67 $68.20 $97.90 $76.27 $17.19 $89.15 $35.29 $70.22 $101.6; $103.34 $42.46 $55.33 $64.97
St. Louis, MO $23.78 $71.98 $101.60 $80.08 $17.30 $101.76 $38.82 $68.43 $102.0'/ $106.84 $43.01 $55.81 $67.62
Tallahassee, FL $23.88 $71.35 $99.51 $75.46 $17.67 $81.78 $35.09 $67.05 $102.06 $107.30 $42.21 $57.56 $65.08
Twin Cities, MN $21.89 $71.20 $103.27 $76.48 $17.01 $90.61 $34.61 $69.73 $101.99 $103.32 $42.75 $54.37 $65.60
Vermont
(statewide) $24.13 $77.52 $108.44 $80.48 $17.13 $95.02 $38.24 $75.36 $109.15 $112.50 $43.45 $55.58 $69.75
Washington, DC $26.06 $78.31 $106.92 $90.24 $19.85 $98.80 $40.44 $76.21 $110.48 $ lTsTo3 $45.84 $60.63 $72.40
National Average $24.08 $73.37 $103.30 $80.65 $17.70 $93.34 $38.73 $72.38 $105.19 $109.72 $43.24 $57.30 $68.25 |
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What is the National Legislative Association on Prescription Drug 
Prices?

W e are a nonpartisan, nonprofit organization founded and directed by state 
legislators. T he A ssociation was incorporated as a 501c4 nonprofit in 2000. Our 
m ission is to assist legislators who seek to w ork jo in tly  across state lines to make 
prescription drugs m ore affordable and accessib le to people in the United States, 
especially  by reducing prescription drug prices.

Som e o f  the activities o f  the A ssociation include:
• Serving as a c learinghouse for research and inform ation rc ating to the pricing o f  
prescription drugs and o ther public policies and strategies that may provide greater 
access to pharm acy benefits at a fair price;
• Providing a forum  for the discussion, developm ent and coordination o f  public 
policy strategies to reduce prescription drug prices;
• E ncouraging and supporting the enactm ent o f  legislation to reduce prescription 
drug prices;
• Initiating and coordinating com m unication w ith m em bers o f  the United States 
Congress and with Federal agencies to prom ote federal law's and policies to reduce 
prescription drug prices; and
• U rging developm ent o f  federal and state assistance insurance assistance program s 
offering prescrip tion drug  coverage.

The A ssociation has becom e a leader in the national d iscussion  on reducing 
prescription drug prices. Inform ation sharing has played a vital role in progress 
around the region and the country. The A ssociation has regu lar m eetings that have 
been described as sum m its w'hich bring together leaders from  around the country to 
leam  about the latest strategies to advance the goal o f  reducing  prescription drug 
prices and m aking prescription drugs m ore affordable. W e m aintain an electronic 
distribution list o f  legislators, adm inistrators, m em bers o f  the media, and interested 
groups and citizens from around the country, and produce an w eekly electronic 
new sletter w hich includes relevant m edia reports, current state activities, model 
legislation and policy inform ation including statistics and research.

C urrent m em bership includes M aine, V erm ont, New' H am pshire, Connecticut. 
M assachusetts, Rhode Island, N ew  York, Pennsylvania, the D istrict o f  Colum bia, 
W est V irginia and H aw aii. In addition, legislators from m any other states that are 
not yet m em bers regularly  contact the A ssociation for inform ation and participate in 
our m eetings. Efforts are currently underw ay to expand m em bership to include all 
states serious about ob tain ing fair prescription d rug  prices for individuals, 
businesses, and governm ent. Legislators interested in jo in in g  should contact our 
Executive D irector Sharon Treat at n larx@ gw i.net for further inform ation.

National Legislative Association on Prescription Drugs Office
P.O. Box 492, Ha Howell, ME 04347— Phone: 207-622-5597—Fax: 207-622-3302 

Office Location: 226 Water Street, Hallowell, ME—Email: nlarx@gwi.net

mailto:nlarx@gwi.net
mailto:nlarx@gwi.net


JOINING THE ASSOCIATION
T here are two form s o f  participation in the N ational L egislative A ssociation on 
P rescription D rug Prices:

. Participation by State Legislatures or Legislative Chambers:
Form al m em bersh ip  by one or m ore legislative cham ber requires a legislative expression 
o f  intent such as a resolution o r letter from  the p resid ing  officer. M em bership entitles the 
presid ing  o fficer o f  each participating cham ber to appoint up to three m em bers o f  the 
cham ber as D irectors o f  the A ssociation. O ur bylaw s require both political parties to be 
represented (no m ore than two legislators m ay be appoin ted  from each cham ber from the 
m ajority  party), and a vote by the current D irectors o f  the A ssociation to accept a m em ber 
state or leg islative cham ber. Legislative D irectors from  states or cham bers that have 
jo ined , and w ho have filed a required annual d isclosure  and appointm ent form  with the 
E xecutive D irector, have full voting rights w hen voting on resolutions, bylaw s, and 
overall m anagem ent o f  the organization. The Executive C om m ittee handles personnel 
and day to day m anagem ent.

D ues for 2005-06 have been set at S20.000 per state. W e recognize that it can be difficult 
to appropriate this sum  every  year, and we are w illing  to w ork with legislators to help 
them  raise the funds. Som e states fund the dues from  the legislative budget w hile others 
have appropriated  dues as part o f  the state budget. It is also possib le that a private 
foundation from  your state could partner with you to p rovide som e or all o f  the funding. 
O ur only restriction is that we do not accept funding from  the pharm aceutical industry. If  
a state is not current in its dues paym ents, legislators and legislative s ta ff  from that state 
will be charged a registration fee to attend m eetings, and will not be able to serve on the 
E xecutive C om m ittee  beginning  in January  1006.

. Associate Directors:
If  you are a leg isla to r from a state or leg islative cham ber that is not a m em ber, or a state 
that is a m em ber but you are not one o f  the appointed directors, you m ay in the 
a lternative jo in  as an individual A ssociate D irector. D ues for A ssociate D irectors are 
S250 per year. A ssociate D iiectors m ay not vote but o therw ise  are included in all o f  the 
activities o f  the A ssociation. A ssociate D irectors m ust annually  file a disclosure form 
w ith the Executive D irector.

For m ore inform ation  and copies o f  the required  d isclosure  form s, please contact Sharon 
T reat at n larx@ gw i.net.

mailto:nlarx@gwi.net
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* * B R H A

Pharmaceutical Research and M anufacturers of America (PhRMA) 
Statement in Opposition to Alaska HB 452 

April 24, 2006

Position: PhRMA respectfully opposes Alaska House Bill 452 because it would establish a process 
to control prescription d rug  prices, regulate advertising and marketing, determine what 
information health care practitioners providr to patients, and essentially regulate a private sector 
industry.

This m easure would create a governm ent task force m andated to consider strategies for m anaging 
prescription drugs prices, require prescrip tion drug  m anufacturers to disclose expenditures for 
advertising and m arketing, and create program s to  steer health care practitioners to o lder generic drugs 
and aw ay from  new, cutting-edge brand nam e prescrip tion  drugs. The overall em phasis o f  the hill is to 
prom ote governm ent-d ictated  price controls.

Price Controls
HB 452 w ould move A laska tow ard  governm ent price controls, which PhR M A  opposes. PhRM A 
opposes price controls because they harm  the developm ent o f  new  drugs, w hich can hinder advancem ent 
o f  new cures and am eliorate disease. N ew  m edicines are designed to im prove patient health and help 
control costs  through decreased hospitalizations, reduced num bers o f  needed surgeries and lost work 
productivity.

Advertising, M arketing, And Promotion
A dvertising 's overarching purpose is to inform  and educate consum ers about treatable conditions and 
sym ptom s and about availab le therapies. R esearch show s that com m unication with the general public 
about approved drug products through print, broadcast, and electronic m edia encourages productive 
dialogue betw een patients and their physicians. A ccording to Prevention M agazine, it also encourages 
com pliance w ith physician-prescribed treatm ent reg im ens.1

If  the bill is intended to  eventually  lim it advertising  and m arketing, it should be noted that advertising is 
protected com m ercial speech. The landm ark U.S. Suprem e Court decision. Central H udson G as & 
Electric Corp. v. Public Serv. C om m ission O f  N ew  Y ork, established a  four-part test to be applied by 
courts in determ ining  the constitu tionality  o f  com m ercial speech restric tions.2 The governm ent may 
prohibit com m ercial speech only  if  the speech is inherently false o r m isleading o r proposes an unlaw ful 
transaction. N ot only are advertisem ents for prescription m edicines not false o r m isleading, they are 
am ong the m ost regulated advertisem ents o f  any industry.

Government-Determined Prescription Drugs
The bill con tem plates the governm ent determ ini ’g appropriate prescription drug therapies. This m easure 
provides the task force w ith the ability  to  establish  program s to educate health care practitioners "about

' “ the National Survey on Consumer Reaction to DTC Advertising o f Prescription Medicines''. Prevention Magazine - Men's 
Health (2005).
' Central Hudson Gas & Elec. Corp. v. Public Serv. Commission. 447 U.S. 557 566 (1980).
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the relative costs and benefits o f  various prescrip tion drugs, with an em phasis on generic substitu tion for 
biand-nam e prescription drugs w hen available and m edically  appropriate; prescribing older, less costly 
drugs instead o f  new er, m ore expensive prescrip tion drugs, w hen appropriate: and prescrib ing lowei 
dosages o f  prescrip tion drugs, w hen available and m edically  appropriate." The determ ination  regarding 
the appropriate  m edication to best treat a  specific condition should be left to  the properly educated, 
trained and licensed physicians, not governm ent bureaucrats, who have no know ledge o f  the pa tien t's  
m edical history. Further, the governm ent should not be responsible for determ ining the appropriate 
prescrip tion drug  o r  dosage. Patients should have access to cutting-edge, life saving d rugs and this bill 
would underm ine this ability.

Bulk Purchasing
The bill a lso  charges the task force w ith "coordination am ong the m edical assistance program , the labor- 
union representatives, and, to the extent possible, in-state hospitals and private insurers tow ard  the 
developm ent o f  a uniform  prescrip tion drug list that is clinically  appropriate  and that leverages retail 
prices." PhR M A  has concerns w ith bulk purchasing program s that include vulnerable populations, such 
as the m edical assistance population. Bulk purchasing program s that include m ultiple patient 
populations m ay not meet the m edical needs o f  individual patients. D iverse populations have unique 
clinical and therapeutic needs that m ust be met in their ow n distinctive m anner. For instance, because 
they m ay have m ultiple d iseases o r be disabled, the m edical needs o f  M edicaid patients may differ from 
those o f  patients in the public em ployee system , which may be different from  those o f  prison inmates.

It is for all these reasons, PhR M A  respectfully  urges L egislators to oppose HB 452.

The Pharmaceutical Research and Manufacturers o f  America (PhRX- ij represents the country s leading pharmaceutical 
research and biotechnolog)’ companies, which are devoted to inventing medicines that allow patients to live longer, 
healthier, and more productive lives. PhRMA companies are leading the way in the search fo r  new cures PhR \4A members 
alone invested an estimated $39.4 billion in 2005 in discovering and developing new medicines. Industry wide research and  
investment reached a record $51.3 billion in 2005.
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