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‘ ' FREQUENTLY ASKED QUESTIONS
ABOUT THE INTERNATIONAL PRESCRIPTION DRUG PARITY ACT
8. 1191

Intraduced in the Senate by Senator Byron L. Dorgan (D-ND), along with Senators
Olympia Snoye (R-ME), Paul Wellstone (D-MN), and Tim Johnson (D-S]?)

What does the International Prescription Drug Parity Act do?

The bill would allow U.S. cansummners access to lower priced prescription drugs by allowing. their
pharmacasts to import prescription drugs into the United States, These are the same drugs
gvailable in the United States, mamifactured by the same company, frequently made in the same
plant, and sold under the same brand nme:-

This would address the absutd situation where American consurpers are paying substantially
higher prices for thejr prescription drugs than are the citizens of Canada, Mexico, and other
countries. The International Prescription Drug Parity Act amends the Federal Food, Drug, and
Cosmetic Act to allow American pharmacists and distributors to import prescription drugs into
the United States as long ay they are approved by the U.S. Food and Drug Administratior. and
manufactured at FDA-inspected facilities, Pharmacists and distributors will be able to purchase
these drugs at lower prices and then pass the huge savings along to American consumers,

Why is this bill needed?
Under federal law, pharmaceutical companies and individual coasumers are the only ones
. allowed to import drugs d e U.S, Food into this country.

Yet, if an American pharmacist or distributor wants to purchase these FDA-approved dnigs at the
much-lower prices available in other countries and pass the savings along to their customers,
they are prohibited by law from doing so. The irony 15 that many of these dmgs are made in our
conatry and shipped to pharmacists and distributors in other countries for sale at lower prices
there, but Amerioan pharmacists and distributors cannot reimport these drugs-made in the United
States back into this country. ‘We need to amend current federal law to allow pharmarists and
distributors to buy drugs, which are approved for sale in the United States, from other countries
to take advantage of the lower prices available there, This is a common-sense thing to do. Itis
pro-business, pro-consumer and pro-American.

What is the price difference between prescription drugs sold in the United States and other
countries?

A number of studies over the past decade, as well as anecdotal evidence, confirms that there is a
significant price difference for drugs between the United States and other countries. For
instance, a 1999 review by Senator Dorgan’s office of a dozen of the most commonly used
prescription drugs revealed that North Dakota consumers pay, on average, 205% more then their
Canadian counterparts, Sinilarly, a study by the National Conncil of Senior Citizens of the top
10 prcscnptlon drugs used by older Americans found that in every instance, U.S, citizens were
paying significaptly more for the same drugs than Canadaan and Mexioan consumers. A U.S.



eneral Accounting Office study in 1991 studied 121 drugs and found that, on average, they cost
2 percent higher than the same products in Canada.

In fact, the following chart shows that the same dnug that costs a seniox citizen in the United
States $1.00 costs seniors in other countries a fraction of that price:

Counfyy = - Price
United States $1.00
Germany $0.71
Sweden $0.68
United Kingdom $0.65
Canada $0.64
France $0.57
Italy $0.51

Who supports the International Prescription Drug Parity Act?
This bill has been endorsed by Pamilies USA, Public Citzen, the National Community
Pharmacists Association, and the Notth Dakota Pharmaceutical Association.

Who opposes the International Prescription Drug Parity Act?
As one would expect, the bill is opposed by the pharmaceutical manufacturing industry.

What are some of the clainas the big drug companies make about this legislation?

One claim that the phammacentical companies make is that this Jegislation could cut into the
amount they spend on research. However, only about 20 cents of each prescription drug dollar is
spent on research and development — about the same as the manufacturers spead on advertising
and marketing — and even less (between 5 and 25 cents) is spenl on actual production of the drug.

The fact is that profils exceed research costs at the top tea U.S. dmg companies. Pharmaceutical

campanies® after-tax profits averaged 17 percent from 1994 to 1998, compared with 5 percent for

all otber industrics, according to a Decembcr 1999 repozt ﬁnm the non-paxhsan Congressional
Research Service (CRS).

In addition, American taxpayets heavily subsidize pharmaceutical rescarch. For instance, in
1996 alone, the pharmaceutical industry was able to reduco its tax liability by $3.8 billion using a
variety of tax credits. As a result, according to thc CRS, drugmakers pay significantly lsss in
taxcs thaa other industries; The average affeclive tux rate for phiarmaceutical companies was 16.2
percent from 1993 to 1996, compared to the average eﬂ'ectlve 1ax rate of 27.3 percent for all
ather major industries.

Anothor'pbpular claim of the pharmaceusical indusery is that this bill would import other
countries’ price controls. The Interunatioual Prescription Drug Parity Act merely extends the
benefits of free trade to buyers of prescription drugs. Drug mzmfacturers already benefit from
free trade by buying the ingredients for their products at the lowest prices on the wortld market,
and in fact, many of the ingredients they use can be imported free of tariffs. This bill would
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‘merely enable American consumers to make the global economy ‘work for them, too.

The truth is that drug companies do not set U.S. prices to cover research costs, they set them to
maximize profits. They can sel drug prices at extraordivary levels in our country because current
law protects them from competition.
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Claiwms vs. Facts
The International Prescription Drug Parity Act
(S. 1191/H.R. 1885)

The FDA opposes the bill.

The FDA has not taken a position on this billL. A Mational Public Radio story
aired in July incorrectly reported that FDA opposes this legislation, and NPR later
issued a correction at FDA’s request. The legislation’s authors consulted closely
with the FDA in drafting S.1191/H.R. 1885 and incorporated many of its
suggestions into the legislation that was introduced.

Dz. Jane Hemney, the current FDA Commissioner, has expressed concern
about the culrent situation whereby individual Amicrican consumers are traveling
to foreign countries and bringing back presarrption drugs — sometimes without
even a prescription and without any assurance that the drugs are being properly
stored or transported. S. 1191/H.R. 1885 would help to eliminate the need for
patients to travel to other countries to get more affordable medications by
allowing their pharmacists to do so under reore controlled conditions.

The legislation will reduce pharmaceuticel research.

Pharmaceutical manufacturers say that this legislation could cut into the arnount
they spend on research. What they don’t mention is their extraordinary profit
margins — the industry’s 18% average profit margin was recently described by the
Wall Street Jowrnal as the “‘envy of the corporate world.” Perbaps the
manufacturers’ claims would be believable if drug companies actually devoted-a
substantial share of their revenue to research. However, only about 20 cerits of
each prescription drug dollar is spent on research and development, and ¢ven less
—Dbetween 5 and 25 cents — is spent on acthal production of the drug. And. the fact
is that profits exceed research costs at the top ten U.S. drug companies.

Research and the resulting new miracle drugs catinot help American
patients if they cannot afford them, Of course, pharmaceutical manufacturers
perform important and life-saving research that should not be jeopardized but nor
should Americans subsidize the drug R&D for the entire world.

Savings realized by pharmacisis and wholesalers will not be passed alony to
consumers.

The pharmacy marketplace is highly competitive. Community pharmacies
generally have modest gross margins and low profits. In addition, their customers
who do rot bave msurance coverage for prescription drugs are extremely price
sensitive and will take their business to mailorder companies or elsewhere if the

lower prices are not passed on. As a result, pharmacists will have little choice but
to pass the lower costs on to their customers,

The bill poses health and safety risks because it will allow prescription clrugs to
be adulterated or become subporent during foreign handling.

Drugs are already frequently imported into this country. However, only
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manufacturers are allowed to reimport prescription drugs which were made in the
United States. S. 1191/H.R. 1885 applies only to drugs that have been approved
by the Food and Drug Administration. (FDA) and made at FDA-approved
facilities using “good manufacturing practices.” In addition, the pharmacists and
wholesalers who would be able to irnport drugs into the U.S. under S.1191/1.R.

1885 would have to meet the same stningent standirds for quality shipment and
storage already in place for manufacturers.

The bill imports other countries’ price controls.

This bill merely extends the benefits of free trade to buyers of prescription drugs.
Drug manufacturers already benefit from fee trade by buying the ingredients for
their products at the lowest prices on the world market, and in fact, many of the
ingredients they use can be imported free of tariffs. Our bill wvould merely enable
American consumers to raake the global economy work for them, too.

According to the legislation's opponents, prescription drugs are les3
expensive in other coumtries because those countries' governments keep prices
artificially low, not because U.S. prices are unreasonably high. If pharmaceutical
companies really are unable to achieve a profit in those other countries, one would
reasonably expect them not to compete in those raarkets. Obviously, this is not
the case.

Even if one is willing to agree that U.S. consumers should subsidize lower
prices and pharmaceutical research for the rest off the world, this implies that there
is a correlation between the cost of research and prescription drug prices that just
does not exist in reality. For example, the cancer drug Taxol is marketed at a
wholesale price of nearly 20 times its manufacturing cost, even though the drug
was largely developed and tested by the National Institutes of Health, not by the
manufacturer, at a cost to American taxpayers o:"$30 million.

The truth is that drug companies do not set U.S. prices to cover research
costs, they set them to maximize profits. They c:an set drug prices at extraordinary
levels in our country because current law protects them from ¢oinpetitior..

The legislation won't do anything to ensure drug coverage for Medicare
beneficiaries who could still have difficulty paying for their medicines even if the
bill were enacted.

True. But the legislation will make such coverage more feasible and affordable.
About 19 million elderly Americans have little or no prescription drug coverage,
and more than 2 million older Americans pay raore than $100 a month for their
medication. S. 1191/H.R. 1885 would save these senior citizens an average of 34
percent.

A prescription drug benefit for Medicare beneficiaries would be mare
affordable for our nation if Americans were charged wholesale prices comparable
to those charged for the same drugs in Canada. According to one study, our
nation would save more than $16 billion annually if we could buy medications at
the Canadian prices — money which could be used to provide help to Americans
who are currently without prescription drug coverage.














































































UPCOMING POTUS SCHEDULE

Wednesday, Feb. 16
Thursday, Feb. 17

Friday, Feb. 18

Saturday, Feb. 19

Monday, Feb. 21

Tuesday, Feb. 22

Wednesday, Feb. 23

Thursday, Feb. 24

Friday, Feb. 25

Saturday, Feb. 26

Monday, Feb. 28

Tuesday, Feb. 29

Possible Press Conference 2
a?

Address Opening of Africa Summit e has

Medical Errors Event

Location: TBD

Radio Address (taped Friday, Feb. 18) ~1»* ot - o

Topic: One America +% AN d Lot

President’s Day Holiday
Live Teleconference with Mandela on Burundi
Message Event TBD

State Visit of the King and Queen of Spain
Location: White House

Possible Food Stamp Reg./Transportation Event

Address Business Council (closed press)
Location: DC TBD

Granoff Lecture on the New Economy
Location: University of Pennsylvania

Possible Departure Statement on Native American Budget Initiative (T)

Present Malcolm Baldridge Awards

Location: Washington, DC —win

Radio Address (taped on Friday, Feb. 25)

NGA Roundtable
Location: White House

M (7.
Topic: TBD — Possibly Failing Schools Guidance ] w

Amtrak Announcement
Location: White House

Departure Statement
Topic: TBD

Travel to Florida
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