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Introduction
Lawmakers in both chambers of Congress are considering legislation that would artificially cap the price of 
prescription drugs purchased through Medicare Part B and Part D. The House proposal would set the price 
of certain brand-name drugs based on the prices paid in six reference countries.1 An alternative proposal in 
the Senate would peg Medicare’s drug reimbursements to those paid by the Department of Veterans Affairs 
(VA).2 Some version of either of these approaches could find its way into the forthcoming multi-trillion-
dollar budget reconciliation bill.

Proponents often say these policies would empower the government to “negotiate” drug prices with 
pharmaceutical firms. They also often assert that such price negotiation enjoys broad support among voters 
from across the political spectrum. Both claims are deeply misleading.

The reforms in question wouldn’t lead to “negotiations” between drug firms and the government. Rather, 
they would impose a top-down system of price controls that is certain to reduce access to the latest medicines 
for millions of Americans. 

In particular, the reforms could usher in a form of controversial cost-benefit analysis that has been used to 
deny life-saving treatments to patients in countries around the world. Those analyses are based around a 
metric known as a quality-adjusted life year (QALY). If it becomes a standard here in the United States, the 
result will be systemic discrimination against America’s most vulnerable seniors, forcing them to do without 
the latest treatments.

Despite false claims to the contrary from supporters, the goal of these proposals isn’t to save patients money. 
Rather, it’s to cut costs for the federal government. It would likely do so by limiting access to new medications 
through QALY-style analysis. Most Americans are unaware of this aspect of the proposed reform. They 
have been kept in the dark—because when provided with detailed information, as findings from recent polls 
and focus groups demonstrate, a strong majority of Americans oppose these reforms.

Overview of the House’s Drug Pricing Proposal
The House is currently weighing several reforms first introduced in 2019 as part of the Elijah E. Cummings 
Lower Drug Costs Now Act, also known as H.R. 3. The bill’s ostensible aim is to allow the Secretary 
of Health and Human Services to negotiate drug prices with pharmaceutical firms. But this framing is 
misleading on the actual substance of the bill. 

Under H.R.3, drug companies would be required to set their prices no higher than 120 percent of the average 
volume-weighted prices paid in Australia, Canada, France, Germany, Japan, and the United Kingdom.3 Any 
company that doesn’t comply with the government’s demands would be subject to an excise tax as high as 95 
percent of gross sales for a given drug.4 

In other words, the government would take nearly every penny a drug earned, leaving pharmaceutical firms 
unable to recoup their upfront costs on a medicine, much less turn a profit. 

To call this arrangement a “negotiation” is plainly inaccurate. It’s a “take it or leave it” proposition.

https://www.pacificresearch.org/wp-content/uploads/2021/10/FINAL-Polling-Results-Powerpoint.pdf
https://www.pacificresearch.org/wp-content/uploads/2021/10/FINAL-Focus-Group-Results-Powerpoint.pdf
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When it passed the House in 2019, the bill received universal support from Democrats and garnered two 
Republican votes as well.5 That vote was largely symbolic, however, as the policy had no real chance of 
passage in a Senate then led by Republicans. 

In recent months, however, House Speaker Nancy Pelosi has expressed her intention to include these 
reforms in the reconciliation bill, which could be passed on a purely party-line vote, since it isn’t subject to a 
Republican filibuster in the Senate. And now that Democrats control both chambers of Congress as well as 
the White House, the chances that something like H.R.3 could become law are far greater.

Overview of the Senate’s Drug Pricing Proposal
In recent weeks, the Senate Finance Committee has been weighing an alternative to H.R. 3 that would base 
Medicare drug prices on the prices paid by the VA—which are lower than Medicare’s current reimbursements, 
but higher than payment rates in other countries. Like the House’s proposal, this policy aims to reduce how 
much Medicare spends on drugs by placing a strict limit on how much pharmaceutical firms can charge for 
their products, thereby creating a system of price controls. And by one estimate, it is projected to save the 
federal government $350 billion over the next decade.6

That the federal government could save money on drugs by emulating the VA should surprise no one—
because the drug coverage provided for American veterans through the VA system is notoriously inadequate, 
especially compared to what Medicare offers. The agency simply doesn’t cover many available medications. 
If a treatment doesn’t make its “master list” for all beneficiaries, they generally cannot obtain it through their 
VA coverage, regardless of their unique medical needs.7 This is vastly different from Medicare Part D, which 
enables patients to choose from a diverse array of privately-administered drug plans.

Making matters worse, the one-size-fits-all VA formulary often fails to include the latest medicines, forcing 
patients to settle for older and, in many cases less-effective, alternatives. Of the top 200 brand-name drugs 
paid for through the Medicare Part D drug benefit, barely half are covered by the VA. And whereas Part D 
covers 62% of a list of 25 first-in-class brand-name medicines, the VA covers a meager 40%.8

These numbers mirror what one would see when comparing the availability of branded drugs in the United 
States versus H.R. 3’s reference countries. 

In fact, the VA’s drug formulary is so inadequate that over 80% of veterans rely on supplemental health 
coverage, including Medicare Part D or Medicare Advantage (which generally includes Part D benefits). 
Over half of VA enrollees fill at least some of their prescriptions outside of the VA—and nearly 35% obtain 
none of their medicines through the VA.9

In other words, Medicare effectively backstops the VA. Millions of veterans currently get the medicines they 
need through Part D when those prescriptions aren’t available through the VA. 

But if Congress upends Part D, and makes it more like the VA’s skimpier coverage, tens of millions of 
seniors—veterans and lifelong civilians alike—will no longer have access to certain lifesaving medications.  
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The Tragedy of the QALYs
The paltry level of drug coverage offered by the VA is partly attributable to the price controls the program 
imposes. The same is true for the reduced availability of medications in foreign healthcare systems with price 
controls—including the reference countries that would be used in setting U.S. prices under the House plan.

To help determine the prices they are willing to pay, and the medications they will include and exclude from 
coverage, both foreign governments and the VA rely on QALY-style analysis to determine a medication’s 
value.

In its simplest form, a QALY-style analysis aims to quantify the effectiveness of various medications at 
extending and improving patients’ lives, so that regulators can make apples-to-apples comparisons between 
different treatments. A therapy that extends patients’ lives by an additional year, on average, with no 
symptoms, side effects, or other limitations would be said to deliver one “quality-adjusted life year.” 

This seemingly neutral approach supposedly enables insurers to select the most cost-effective treatments. 
Consider two hypothetical cancer treatments, both of which extend patients’ lives by 12 months, on average. 
So both deliver one QALY. But if one drug costs $50,000 annually, and the other costs $100,000, insurers 
would deem the former a better value. They might steer patients towards the cheaper, equally effective drug 
by placing it on a “preferred” formulary tier, by making doctors jump through regulatory hoops to prescribe 
the more expensive treatment, or by refusing to cover the latter medication at all.

In theory, QALY-based assessments are supposed to be just one tool in regulators or insurers’ arsenal, helping 
inform their coverage decisions and grounding them in supposedly objective realities.

In practice, however, QALY-based assessments are used to justify rationing access to lifesaving treatments. 
Especially in countries with government-run health systems, regulators assign an arbitrary value to what an 
additional year of human life is worth—perhaps $50,000 or $100,000.10 

If a drug costs less than that arbitrary threshold per QALY delivered, regulators cover it. If it costs more, 
they don’t. In other words, patients who could potentially survive years, even decades, longer, are left to die 
because their lives aren’t deemed valuable enough to save. 

QALY analyses are also inherently discriminatory. That’s because they value the lives of healthy, able-bodied 
patients over those of chronically ill or disabled patients. Consider that, if a treatment will cause a person 
to live one more year at full health, the treatment would have a QALY value of 1. But if it extends the life 
of a patient with a degenerative illness or disability—someone who will never attain “full health”—that 
treatment may carry a QALY value of just 0.5.

As my Pacific Research Institute colleague Wayne Winegarden has noted in his extensive research, QALY 
analyses also undervalue medicines that improve—but don’t necessarily extend—the lives of patients suffering 
from serious but not fatal illnesses. 

https://www.pacificresearch.org/wp-content/uploads/2021/03/Icer_Paper1_Final.pdf
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“How does one quantify the discomfort of poorly tolerated treatments for psoriasis or the pain and daily 
inconveniences of rheumatoid arthritis?” he asked in a report published earlier this year. “How does one 
quantify the benefits from more days without the crippling pain from a migraine? Treatments for some 
disease states simply do not lend themselves to economic number crunching.”11

The very logic of QALY analyses, in other words, dictates that the lives of sick or disabled patients are less 
valuable than those of healthier patients.

Under the House proposal, the United States would be importing the inhumane QALY-based analyses 
that underlie drug prices reference countries pay. Similarly, the Senate’s proposal would base Medicare’s 
drug prices on the prices set through the VA, which relies on QALY-based analyses in determining which 
medicines to cover. 

If QALY-style analysis comes to Medicare, medicines aimed specifically at treating less healthy and disabled 
patients are unlikely to win coverage, even if they would dramatically improve the lives of patients.

The Rehabilitation Act of 1973 bans programs administered by the Department of Health and Human 
Services from discriminating against individuals on the basis of disabilities.12 Cost-benefit analyses that 
employ QALYs have this form of discrimination built into them. 

If either the House or Senate proposal becomes law, American seniors, especially sick and disabled patients, 
will see their access to the latest medicines diminish. That’s what the proposals are designed to do. 

Indeed, whereas almost 90% of the new medicines released between 2011 and 2018 were available here 
in the United States, according to a 2019 report from the Galen Institute, fewer than half are available in 
Canada, and just 60% are on offer to patients in the United Kingdom.13 These disparities in access are the 
direct result of the QALY-based price-control policies employed in these countries.

Unsurprisingly, proponents of these proposals often leave out such facts. That’s because when people learn 
what these reforms actually entail, support for them plummets. 
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The More People Know, the Less They Like
By significant margins, Americans have little interest in having Medicare adopt the ruthless cost-benefit 
analyses used in other countries and at the VA. In a recent survey of likely voters commissioned by the Pacific 
Research Institute, nearly 78% opposed the use of QALYs to set prices under programs like Medicare.14 

When asked whether Medicare should base its drug prices on decisions made by government officials in 
Canada and Europe, nearly 60% opposed the idea.15

Source: The following focus group data was collected by OnMessage from a group of 20 female suburban swing voters on September 13, 2021, in Pittsburgh, PA. The 
following survey was conducted of 800 likely general election voters across the nation. Telephone interviews were conducted September 28-30, 2021.

https://www.pacificresearch.org/wp-content/uploads/2021/10/FINAL-Polling-Results-Powerpoint.pdf
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Source: The following survey was conducted of 800 likely general election voters across the nation. Telephone interviews were conducted September 28-30, 2021.

[INSERT SCREENSHOT OF SLIDE 9 FROM OMI_FinalPollingSummary_PRI]

Source: The following survey was conducted of 800 likely general election voters across the nation. Telephone interviews were conducted September 28-30, 2021.
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When informed that under such plans as the House and Senate are considering, “people who are older or who 
have disabilities are less likely to get the newest medicines,” 72% of voters said they were less likely to support 
the reform.16 

And when further informed that these proposals “take away power from doctors to prescribe the medicines that 
best meet the needs of their patients” and that they empower the government to make “those decisions based on 
a calculation of the value of a patient’s life,” more than 75% said they were less likely to support the reforms.17

Source: The following survey was conducted of 800 likely general election voters across the nation. Telephone interviews were conducted September 28-30, 2021.

Source: The following survey was conducted of 800 likely general election voters across the nation. Telephone interviews were conducted September 28-30, 2021.
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When asked if they would be more or less likely to support candidates for Congress who voted in favor of one 
of these drug pricing reforms, nearly 66% said “less likely,” with over half saying “much less likely.”18 
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Independent
(23%)

Republican
(38%)

22 22 17 16
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Age 18-34
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Age 35-54
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Age 55-64
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(26%)

If you learned your candidate for Congress or Senate supported this proposed Medicare drug 
pricing plan, would you be more likely or less likely to vote for them for Congress or Senate? 

Source: The following survey was conducted of 800 likely general election voters across the nation. Telephone interviews were conducted September 28-30, 2021.

In fact, when the moderators of a focus group commissioned by the Pacific Research Institute accurately 
described the concept of a QALY to participants, their reactions were often extremely negative, sometimes 
to the point of disbelief. One described policies that rely on QALY as “Government playing God.” 

Another pointed out that “They would [have] probably euthanized Stephen Hawking. And he was brilliant.” 

As another respondent put it, “it’s an unnecessary evil, having anyone make those decisions outside of the 
doctor.”

https://www.pacificresearch.org/wp-content/uploads/2021/10/FINAL-Focus-Group-Results-Powerpoint.pdf
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Source: The following focus group data was collected by OnMessage from a group of 20 female suburban swing voters on September 13, 2021, in Pittsburgh, PA.

Source: The following focus group data was collected by OnMessage from a group of 20 female suburban swing voters on September 13, 2021, in Pittsburgh, PA.
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Conclusion
Lawmakers have insisted for years that American voters favor drug-price negotiations in Medicare. But much 
of the apparent public support is premised on basic misunderstandings about the nature of the proposals and 
their consequences for patients.

These policies aren’t designed to save patients money at the pharmacy. They are designed to reduce how much 
the government pays for drugs. They achieve that goal through a cost-benefit analysis system designed to 
deprive Americans access to new medications. 

When the truth becomes clear, Americans overwhelmingly reject such policies. They also say they are far less 
likely to support candidates who push price-control plans. Leaders who insist on pursuing such misguided 
reforms will be putting the lives of seniors, as well as their own electoral prospects, in jeopardy. 

For a full summary of the poll’s results, click here. For a full summary of the focus group findings, click here. 
To view a summary of the poll and the focus group’s findings, click here.

https://www.pacificresearch.org/wp-content/uploads/2021/10/FINAL-Polling-Results-Powerpoint.pdf
https://www.pacificresearch.org/wp-content/uploads/2021/10/FINAL-Focus-Group-Results-Powerpoint.pdf
https://www.pacificresearch.org/wp-content/uploads/2021/10/FINAL-Focus-Group-Polling-Summary-Powerpoint.pdf
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