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Congress and President Must Act to Reduce Price of Prescription Drugs 
Talk Is Cheap – Drugs Are Not! 

5/1/2020 

EXECUTIVE SUMMARY  

For all the bipartisan talk on drug prices by members of Congress and by the President, there has been little, 

or nothing done to stem the increases in prescription drug prices and lower out-of-pocket costs. Prices were 

increased on 500 medications on January 1, 2020. On average, the increase was about 5%, well above the 

projected 2020 rate of inflation of 2.1 to 2.3% and the actual 1.8% inflation rate in 2019. 

 

Americans, Especially Seniors, Caught in Pharma’s Perfect Storm 
 

Americans, especially the 64 million Americans age 65 and older and people with disabilities on Medicare, are 

caught in the terrible perfect storm of prescription drug price gouging. They are taking more expensive 

medications while living on fixed incomes. Even with their Medicare Part D prescription drug plan they are 

paying substantial out-of-pocket costs. This means that they especially feel the pain of pharmaceutical 

companies’ relentless price increases while bills that would provide lower prices have not been enacted. 

  

The 69 million seniors and people with disabilities who receive Social Security have been especially harmed. 

Since 1992, the growth in out-of-pocket healthcare costs, including prescription drugs, has outstripped Social 

Security’s cost-of-living adjustments by more than a third. 

 

Total U.S. prescription sales in calendar year 2018 totaled $476.2 billion (latest data available) and were 

projected to grow by 5.4% in 2019 according to data by the U.S. National Library of Medicine National Institute 

of Health. Americans spend the most of any country on prescription drugs.  

  

Just because there are more drugs on the American market, that doesn’t mean all patients can access them. 
“To think that patients have full access to a wide range of products isn’t right,” Aaron Kesselheim, an associate 
professor of medicine at Harvard Medical School, said in a May 10, 2018 article on Vox.Com. “If the drugs are 
so expensive that you can’t afford them, that’s functionally the same thing as not even having them on the 
market.” 
 
Price Increases for Brand-Name Drugs 
 

Brand-name prescription drug prices for some of the most popular prescription drugs older Americans take to 

treat everything from diabetes to high blood pressure to asthma have doubled between 2008 and 2019.The 

skyrocketing cost of brand-name prescription drugs in the U.S. can be blamed primarily on price increases, not 

expensive new therapies or improvements in existing medications as drug companies frequently claim, a study 

shows. The study published in the March 2020 issue of the Journal of the American Medical Association, found 

that the cost of brand-name oral prescription drugs rose more than 9% a year from 2008 and 2016, while the 

annual cost of injectable drugs rose more than 15%. 

"The main takeaway of our study should be that increases in prices of brand-name drugs were largely driven  
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by year-over-year price increases of drugs that were already in the market," says Inmaculada Hernandez, an  
assistant professor of pharmacy at the University of Pittsburgh, and the lead author of the study. 
 
The researchers used the wholesale acquisition cost data for more than 27,000 prescription drugs. They then 
compared new and existing drugs and separated the data into brand-name, generic and specialty categories to 
come up with cost increase estimates. 
 
Americans Want Action to Reduce Drug Prices 
 

Americans are outraged that they are losing access to lifesaving and life-enhancing treatments because they 
have become less and less affordable. 
 
The Kaiser Family Foundation Health Tracking poll released on November 20, 2019 reported support for the 
following:  

• Cost of prescription drugs is unreasonable (79%) 

• Pharmaceutical companies have too much influence in Washington, DC (72%) 

• Pharmaceutical companies’ profits are a major factor contributing to the price of prescription drugs 
(80%) 

• Republicans in Congress are not doing enough to reduce the price of prescription drugs (77%) 

• Democrats in Congress are not doing enough to reduce the price of prescription drugs (75%) 

• Require drug companies to include prices in ads (88%) 

• Making it easier for generic drugs to come to market (88%) 

• Allowing Medicare to negotiate with drug companies for lower prices (85%) 

• Placing an annual limit on out-of-pocket drug costs for people with Medicare (81%) 

• Allowing Americans to buy drugs imported from Canada (78%) 

• Allowing Medicare to place limits on how much drug companies can increase the price of drugs based 
on annual inflation rates (75%) 

 

The Kaiser Family Foundation Health Tracking poll released on March 1, 2019 reported support for 
the following:  

• Requiring drug companies to list prices in their ads (88%)  

• Making it easier for generic drugs to come to market (88%)  

• Allowing federal government to negotiate with drug companies for lower prices for people with Medicare 
(86%)  

• Allowing Americans to buy drugs imported from Canada (80%).  

• Bi-partisan majorities support two other Medicare changes:  
• Placing an annual limit on out-of-pocket drug costs for Medicare beneficiaries (76%)  
• Lowering what Medicare pays based on prices in other countries (65%) 

 
Among seniors, nearly all of whom are covered by Medicare, the majority support the following:  

• Allowing the government to negotiate prices (82%),  

• Setting an out-of-pocket spending limit (68%)  

• Setting prices based what people in other countries pay (60%) 
 
NRLN Advocates Legislation to Reduce Drug Prices 
 

Since 2009 the National Retiree Legislative Network (NRLN) has aggressively advocated federal legislation to 
curtail rising health care cost. It has recommended more competition in America’s pharmaceutical market 
through competitive bidding by Medicare for prescription drugs and the importation of safe lower cost 
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prescription drugs from Canada and other nations that meet Federal Drug Administration (FDA) safety 
standards. 
 
Rather than go into a decade of the NRLN’s efforts to reduce the cost of prescription drugs for Americans,  
 
 
especially retirees living on fixed incomes, a review of the bills supported by the NRLN in the 116th Congress  
and current Presidential administration will make the NRLN’s point. 
 
NRLN’s Position on Prescription Drug Competitive Bidding 
 

Members of Congress have quoted CBO studies to wrongly justify a claim that the CBO and others have said 

that there would be very little savings if Health and Human Services (HHS) required competitive bidding for 

Medicare’s drug business. These are old irrelevant claims. Other than two letters written in the 2006-2007 

period by two incumbent CBO Directors to Oregon Senator Ron Wyden and others, there are no published 

relevant studies made available to support this claim. It has been said that the HHS Secretary would have to 

be authorized to set (not competitively bid) prices. In some cases, such as in chronic and fatal disease 

treatment drugs, this may be even more problematic today.  

 

Current law bars Medicare from negotiating drug prices. This is known as the “noninterference” clause in the 
Medicare Modernization Act of 2003 (MMA) which stipulates that the HHS Secretary “may not interfere with 
the negotiations between drug manufacturers and pharmacies, and may not require a particular formulary or 
institute a price structure for the reimbursement of covered Part D drugs.” In effect, this provision means that 
the government can have no role in negotiating or setting drug prices in Medicare Part D. 
 
The MMA non-interference clause adopts the drug and healthcare insurance industries’ for-profit Price Benefit 
Manager (PBM) business model into a public non-profit dynamic and guarantees higher prices. The Obama 
administration, AARP and the AFL-CIO sacrificed the American supply- line and pricing models to gain 
passage of the 2010 Affordable Care Act (ACA). What a shame! This last-minute political deal must be 
undone!  
  
Medicare is required to cover nearly all drugs that the Food and Drug Administration approves. This means 
that Medicare must cover drugs that aren’t an improvement over what currently exists, so long as the FDA 
finds they’re safe for human consumption. Drug-makers know that as long as their products are safe, Medicare 
must buy them. 
 
“For Medicare, the sky really is the limit,” on drug prices, says Jamie Love, who has studied drug pricing and 
directs the Washington D.C. nonprofit Knowledge Ecology International. 
 
CNN Business reported on May 15, 2018 that the Centers for Medicare & Medicaid Services (CMS) spent 
$174 billion on prescription medications in 2016, or 23% of its total budget. CMS has not updated its Drug 
Spending Dashboard for 2017 or 2018. A 2018 report by the U.S. Senate Homeland Security & Governmental 
Affairs Committee revealed that the Medicare program pays 61% higher prices for the 20 most commonly 
prescribed drugs than the Veterans Administration (VA) which negotiates for drug prices. 
 
The VA requires drug companies to only charge the lowest price they offer to anyone in the private sector. 
Medicaid mandates that drug companies provide drug price rebates. It is no wonder medications offered 
through these federal programs are cheaper than Medicare. 
 
Legislation should remove the prohibition on Medicare negotiating prescription drug prices. It should replace it 

with a competitive bidding mandate to be applied wherever two or more FDA approved generic drugs, or two or 

more brand drugs, or a generic and brand drugs (upon patent expiration) treat the same medical condition. 

(See NRLN’s competitive bidding proposal at the end of this white paper.)  
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Passage of H.R. 275 and S. 62, Empowering Medicare Seniors to Negotiate Drug Prices Act, or H.R. 448 

and S.99, Medicare Drug Price Negotiation Act. would direct the HHS Secretary to negotiate lower Medicare 

Part D prices. 

 

We need competitive bidding the American business model way, not by the unique standards of control by the  

 

prescription drug or healthcare insurance industries. Negotiations as to service and quality terms and the 

number of suppliers awarded business by Stock Keeping Units (SKUs) come after bidding, not at the beginning 

of this process. Our politicians just don’t get it. Party politics and individual reelection needs predominate 

judgment.  

 
NRLN’s Position on Prescription Drug Importation 
 

The NRLN supports passage of legislation for Medicare to be directed to take competitive bids for 
prescription drugs and allowing importation of safe and less expensive drugs from Canada.  
 
Countries that practice socialized medicine exact low prices for people served in their countries by demanding 
below market pricing from American pharmaceutical manufacturers.  
 
As the prescription drug price gouging has taken place, tens of millions of generally law-abiding Americans 
have committed a technically illegal act in response by purchasing prescriptions, online or otherwise, outside 
the U.S. The imported pills are subject to confiscation. 
 
Making it legal to import medication at a lower cost, will break the stranglehold of the drug companies 
on the throats of American patients. 
 
There are two counter measures to U.S. manufactures being forced to take losses: 
 

A. Pharma companies should exit these markets, thus protecting Americans and our economy 
from subsidizing socialized medicine. 
 
B. To the extent pharma and Congress don’t eliminate this unethical practice of absorption and 
passing of losses on to Americans and the U.S. economy, Congress must pass laws allowing 
importation of safe, and lower priced prescription drugs from Canada and elsewhere so that 
Americans and our economy benefit.  Start with Canada NOW. 

 
Legislation should allow importation of safe and less expensive drugs from Canada. Passage of H.R. 478 and 

S. 61, Safe and Affordable Drugs from Canada Act, would allow the personal importation of safe and lower 

priced drugs from approved pharmacies in Canada. 

 
Pay-for-Delay on Generics Must Be Stopped 
 

The NRLN urges Congress to pass legislation that bans pay-for-delay. The Supreme Court ruled on a 
single case that this practice restrained trade but that each case must be dragged through the courts 
for years while Americans—especially retirees—are denied access to cheaper generic drugs.   
 
Legislation should end pay-for-delay and other brand-name drugmakers’ tactics that keep generic drugs off the 

market. Passage of the Creating and Restoring Equal Access to Equivalent Samples (CREATES) Act in the 

fiscal year 2020 appropriations bill was a step in the right direction. It will make it easier for generic 

manufacturers to obtain samples of brand-name drugs necessary to develop generic versions.  
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Additional action should be taken to pass H.R. 2375 / S. 64, Preserve Access to Affordable Generics and 

Biosimilars Act, or H.R. 1499, Protecting Consumer Access to Generic Drugs Act. Both bills would 

prohibit brand-name drug companies from pay-for-delay and other tactics against generic drugs.  

 
Two Bills Receiving Significant Attention 
 

H.R. 3, Elijah E. Cummings Lower Drug Costs Now Act (also referred to as the Speaker Pelosi bill) was  

introduced by Representative Frank Pallone (NJ-06) Chairman of the Energy and Commerce Committee.  It 

was passed by the House on December 12, 2019 and sent to the Senate.  

 

H.R. 3 would:  
 

-- Cap Medicare recipients’ out-of-pocket costs for medicines at $2,000 a year.  

 

-- Medicare would be authorized to negotiate prices for 250 commonly used costly medications, using a 

formula based on lower prices paid in other economically advanced countries. 

 

-- Drugmakers that refuse to negotiate would be hit with steep sales taxes for the medication at issue.  

 

-- Require pharmaceutical manufacturers to pay rebates to Medicare if the price of their drugs 

increased faster than inflation. 

 

-- U.S. prices for drugs would be tied to a benchmark index of prices in other developed countries. 

 

-- Private health insurance plans would be able to receive Medicare’s discounted prices. 

 

-- Congressional Budget Office estimates the price negotiations provisions of Pelosi’s bill would save 

$456 billion over 10 years.  

 

-- Use about $360 billion of its projected 10-year savings from lower drug costs to establish Medicare 

coverage for dental care, hearing, and vision, filling major gaps for seniors. 

 

-- Make it easier for beneficiaries to enroll in Supplement (Medigap) insurance or to switch from 

Medicare Advantage to traditional fee-for service Medicare and would increase the number of low-

income seniors eligible for Medicare subsidies. 

 

S. 2543, Prescription Drug Pricing Reduction Act (also referred to as the Grassley-Wyden bill) was 

introduced by Iowa Senator Chuck Grassley, Chairman, and Oregon Senator Ron Wyden, Ranking Member, 

Senate Committee on Finance. The Finance Committee approved the bill on September 25, 2019. Senators 

Grassley and Wyden updated the bill on December 6, 2019.  

 

S. 2543 would: 
 

-- Limit out-of-pocket medication costs faced by seniors to $3,100, starting in 2022. 

 

-- Limit price hikes in Medicare to the rate of inflation. 

 

-- Require drug companies to provide a new discount of 7% on brand-name drugs in the initial phase of 

the benefit and reset the brand catastrophic discount to 14%. 
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-- Direct insurers to offer a cap on the amount of out-pocket-costs that a beneficiary has to pay in any 
one month; spreading high out-of-pocket costs over multiple months to protect against the burden of a 
significant one-time expense. 
 
-- Require Medicare Part D plans and their Pharmacy Benefit Managers (PBMs) to include concessions 
and fees they negotiate with a pharmacy in the price beneficiaries pay at the pharmacy counter, 
reducing out-of-pocket expenses and prohibiting retrospective recoupment of payments to pharmacies 
as to provide more financial predictability. 
 

-- Require rebates from drug manufacturers whose prices increase faster than inflation. 
 

-- For Medicare Part D and Part B drugs, include incentives for physicians to implement more 
usage of biosimilars by increasing the physician add-on payment from 6% to 8% for the first 5 
years after market introduction. 
-- Require augmenting the star rating system for Medicare Advantage to recognize improvements 
in patient access to biosimilars. 
 

-- CBO projects the bill would save $94 billion over the next decade, reduce out-of-pocket spending by 
$72 billion and reduce premiums by $1 billion. 
 
-- Does not allow Medicare to negotiate prescription drug prices. 

 
The NRLN urges Senate Majority Leader Mitch McConnell to call up S. 2542 for a vote on the Senate 

floor.  

The NRLN hopes S. 2542 will be passed and go to a conference committee with H.R. 3 and result in a 

compromise bill that both the House and Senate will pass, and the President will sign. 

 

As the nation moves further into the 2020 election year for the office of President, all Representatives and 35 

Senators, it remains very uncertain whether a comprehensive bill to reduce the price of prescription drugs will 

be enacted. If no legislation is passed in 2020, the powerful pharmaceutical industry lobby in Washington wins 

again.  

 

President Trump’s Plan for Drug Importation 

 

President Trump supports the passage of S. 2542. 

 

President Trump announced on December 18, 2019 a notice of proposed rulemaking (NPRM) that, if finalized, 

would allow for the importation of certain prescription drugs from Canada. In addition, the Administration is 

providing draft guidance on how manufacturers could import drugs originally intended for sale in another 

country that are manufactured in accordance with the FDA-approved application. 

  

According to an HHS news release issued on the President's announcement, the NPRM would allow states 

and certain other non-federal government entities to submit importation program proposals to the FDA for 

review and authorization. An importation program could be co-sponsored by a pharmacist, a wholesaler, or 

another state or non-federal governmental entity. These programs would also have to demonstrate significant 

cost reductions to the American consumer. 

  

Eligible prescription drugs would have to be relabeled with the required U.S. labeling prior to importation and 

undergo testing for authenticity, degradation, and to ensure that the drugs meet established specifications and 

standards. 
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President Trump’s Plan for International Price Indexing 
 

President Trump announced on October 25, 2018 that his administration is moving to stop “global freeloading” 
by foreign nations when it comes to the price that Americans pay for prescription drugs. He said that drug 
companies have “rigged the system” against American consumers by charging higher prices in the U.S. than 
they do abroad.  President Trump proposed creating an “international pricing index” as a benchmark to decide 
how much the government should pay for prescription drugs covered by Medicare’s Part B outpatient program. 
 
HHS estimates the new pricing index — which the agency says would apply to 50% of the country — would 
save Medicare $17.2 billion over five years. Medicare now pays the average sales price of a medicine in the 
United States, plus a fee based on a percentage of that price. Under the new model, Medicare would pay fees 
to doctors that are more closely aligned with what other countries pay. 
Although President Trump called the proposal “a revolutionary change," it wouldn’t affect prescription drugs 
bought from pharmacies. It would only apply to infused and injected drugs administered by physicians at  
 
 
doctors’ offices and in hospitals (some of the most expensive drugs older patients get), and only in half the 
country which has not been identified. It would take effect in late 2020. 
 
Legislation Signed Prohibiting ‘Gag Clauses’ for Pharmacies 

 

President Trump signed into law on October 10, 2018 bipartisan legislation passed by Congress to eliminate 

what are known as pharmacy “gag clauses,” where pharmacists are forbidden from telling consumers they 

could get a less expensive medicine by buying it without using their health insurance. The law kicked in 

immediately for private insurance and will take effect for Medicare Advantage and Medicare Part D plans in 

2020. 

 

The Trump administration also has proposed increasing price transparency in prescription drug 

advertisements. There has been push back from the pharmaceutical industry and some members of Congress. 

 
NRLN Supports Speedy Approval of Generics 

 

In fiscal year 2019 (ended September 30), the FDA approved a total of 1,171 generic drugs, an all-time record. 

That follows a record 971 approvals in fiscal year 2018 and a record 937 approvals in Fiscal Year 2017. 
 
Consumers pay 94% of the branded drug price on average when one generic firm enters the market, but that 
drops to 52% with two competitors and to 44% with three, according to an FDA analysis. The Association of 
Accessible Medicines reported that generics saved Americans $293 billion in 2018. This represented $2,254 in 
average savings per Medicare beneficiary. 
 
Unfortunately, only 25% of the first generics approved by the FDA become available on Medicare Part D 

formularies. Experts say a variety of factors are to blame. Generics sellers have fought for years against patent 

litigation and other delay tactics that protect brand-name drugs from competition. In recent years, vast industry 

consolidation has reduced the ranks of companies willing to purchase and distribute generics. And, in some 

cases, makers of generics obtain approvals and ultimately make a business decision to sit on them. 

 

Prices of Many Generic Drugs Climb Higher 
 

Generic drugs represent about 90% of all prescriptions filled and have been one of the few bargains for 
Americans. However, the cost savings on generics are slowing. Pharmaceutical experts have begun to notice 
something even more disturbing. The prices of many generic drugs that have been around for years have 
suddenly spiked.  
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On June 13, 2017 as members of the Senate Committee on Health, Education, Labor and Pensions gathered 

to discuss the rising cost of prescription drugs, the prices of 14 common medications were increased by some 

20% to 85%. The affected drugs would appear to be unlikely candidates for price hikes. All were generic drugs, 

which lack patent protection and therefore should be much less expensive. 

 

One drug, which saw an 85% increase in its price, is used to treat tuberculosis. An anti-seizure drug’s price 

rose 63%. A drug for attention-deficit hyperactivity disorder was increased by 47%. Between 2010 and 2015, 

more than 300 generic drugs had at least one “extraordinary” price increase of 100% or more, according to a 

Government Accountability Office report in 2016. 

 

Wayne Riley, M.D., past president of the American College of Physicians (ACP), one of the largest physician 
groups in the U.S. said in a Consumer Report article, “It’s those huge price hikes in everyday drugs that are 
having the greatest impact on consumers. Patients who have been taking generics for years are suddenly 
finding that their medication is unaffordable.” 
 
 
 
 
A Grim Scenario 
 

It’s a grim scenario some doctors say they are all too familiar with. "As physicians, all too often we are seeing 
the situation where we prescribe a medication and a patient says ‘doc, I just can’t afford it.’ We hear that all the 
time,” says Wayne Riley, M.D., past president of the American College of Physicians. 
 
Pharmacists are worried too, seeing the everyday effects of not being able to afford medications. Says Beverly 
Schaefer, RPh, co-owner of Katterman's Sand Point Pharmacy in Seattle, "More and more I'm seeing that 
consumers are becoming acutely aware of rising drug prices. They are stretching doses, seeking alternatives, 
asking more questions of their doctor and pharmacist, and sometimes refusing prescriptions or asking for a 
less expensive treatment option.” 
 
Consumers abandon hundreds of thousands of prescriptions each year at the pharmacy, often because of high 
prices, jeopardizing their health and often leading to higher costs down the road, studies show, according to 
Kaiser Health News, 2019. 
 
Pharma’s Influence with Members of Congress 

 

Many members of Congress appear to be accountable only to the pharmaceutical industry’s huge 
sums of money for campaign contributions and lobbying. Many Representatives and Senators feign 
concern to sound like they care, then they take a snooze. 
 
Will Congress take action to lower prescription drug costs, the fastest growing part of the nation’s 

health care budget?  As a whole, members of Congress have to prove they are not bound by obligations to 

pharmaceutical and insurance companies more than to their own constituents. There’s nowhere to hide now; 

it’s time to fix it. 

 

Could it be that numerous members of Congress are being overly influenced by the pharmaceutical and health 
products industry?  According to reports in OpenSecrets.Org, Center for Responsive Politics, the 
pharmaceuticals and health products industry contributed $29.3 million in campaign and leadership 
PAC contributions to House and Senate incumbents and challengers in the 2019 – 2020 election cycle. 
In addition, the pharmaceutical and health products industry spent $296.7 million lobbying in 
Washington, DC in 2019. The industry had 1,466 lobbyists in Washington, DC in 2019. 
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It’s Time to Pass Bills to Reduce Prescription Drug Prices 
 

Too many Americans are having to choose between paying for medicines or food, housing and other 
necessities, or try to stretch out their drug supply by cutting the prescribed dose or worse, simply going without 
their medicines. 
 
Retirees, prospective retirees, and most Americans are suffering with prescription drug price gouging. This is 
at the expense of deferring or passing up altogether the purchase of goods and services that prop up the U.S. 
economy and thus federal tax revenue that sustains our country. Members of Congress cite internal opinions 
and old studies that defy logic and reality, and Pharma has far too much influence over public policy on this 
matter. It is time to change policy, to pass prescription drug importation and Medicare competitive bidding bills 
and to outlaw pay-for-delay and other obstructing tactics once and for all!   
 
Retirees know that interim steps already suggested by several in Congress would not go anywhere near the 
realm of government price setting.  Retirees also know that the high prices they are paying for prescription 
drugs only serve to support market entry of those same drugs into countries around the world.  It is time for 
Congress to pass and the President to sign commonsense legislation and stand up for Americans’ health and 
stop the prescription drug price gouging.  Talk is cheap; drugs are not. There is no time to waste!  
 


