PhRMA Advocate Summary

[ISSUE IDENTIFIER]

Issue: Medicare Prescription Drug Benefit

Advocate #: 101-01

Interviewee: Larry Lucas, Associate VP Government Affairs (202-835-3534; llucas@phrma.org)

Organization:  Pharmaceutical Research and Manufacturing Association (PhRMA; www.phrma.org)
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Basic Background: Since its inception in 1965, LL said that many observers have criticized the Medicare program for lacking sufficient coverage for prescription drugs and medical devices.  With the rising costs of prescription medication and rapidly growing Medicare beneficiary population in the 1990s, the issue of creating a prescription drug benefit as part of the Medicare health insurance program became a major issue in the 106th Congress and the 2000 presidential election campaign. However, there has yet to be a consensus on how such a benefit would be administered by the Health Care Financing Administration (HCFA) and the states, how the benefit would be designed, and how it would be financed.  Additionally, the high costs of drugs have especially affected low-income beneficiaries who can not afford supplementary private insurance.

Prior Activity on the Issue: According to LL, pharmaceutical companies have been pushing for a drug benefit program since Medicare was created, but lawmakers have paid little attention until recently.  The cost of health care in general—and of prescription drugs in particular—has increased as the WWII Baby Boomers have begun to reach the Medicare eligibility age of 65.  Also, the costs of research and development and of FDA drug approval have shifted the supply of new products down.  The result has been a sharp increase in drug prices.

Advocacy Activities Undertaken:

· Lobby MCs (Hill visists, letters, phone calls)

· Testify before committees

· Lobby Administration (White House and HCFA)

· Lobby states (who administer Medicare programs)

· Multi-million dollar television ad campaign to improve public perception of pharmaceutical industry

Future Advocacy Activities Planned: not specific when probed, but the House and Senate are both expected to move legislation before the November elections.

Key Congressional Contacts/Champions: 

· Senator Ted Kennedy, Chairman of the Senate HELP Committee

· Representative Bill Thomas, Chairman of the House Ways and Means Committee

Targets of Direct Lobbying:

· Members of the Senate Finance Committee

· Members of the House Energy and Commerce Committee

· Members of the House Ways and Means Committee

· All other MCs

· HHS Secretary 

· HCFA Administrator

· White House

Targets of Grassroots Lobbying: Any MCs with significant number of pharmaceutical manufacturers’ employees in states and districts (periodically have employees call or write representatives and senators).

Coalition Partners (Names/participants): no formal coalition mentioned because PhRMA represents the entire industry, but LL did say they “met regularly” with:

· AMA, American Medical Association

· NMA, National Medical Association (members primarily minorities)

· AARP

· FAH, Federation of American Hospitals

Other Participants in the Issue Debate: American Families USA, a consumer group that focuses on health care and prescription drug issues.

Ubiquitous Arguments and Evidence:

· Access to prescription medication: those who need drugs most have least amount of resources to buy them (low-income families, seniors, etc.); incidentally, lack of access reduces those in the market for their products

· No price controls: manufacturers resist government-defined prices because they would have less incentive to invest in risky R&D

· R&D and FDA approval costs extremely high: consumers do not appreciate the “hidden” costs of producing drugs because its highly regulated and risky

Secondary Arguments and Evidence: In response to poor image of pharmaceutical industry, PhRMA has tried to publicize their research responsibilities and high costs:

· Improving drugs improves quality of life

· Cumbersome FDA approval process drives up costs; need FDA reform as well as additional Medicare coverage

· Cited economic statistics to backup all arguments:

· 1 in 5000 compounds passes FDA approval

· average of $800 million to get a new drug to the market

· need for “blockbuster” drugs: of those that reach the market, large majority do not turn a profit for the manufacturer, so companies depend on success of major breakthroughs to cover losses

· the prescription drug market-based demand does not match the disease-based demand; profits from allergy medication must cover costs of cancer drugs…

Targeted Arguments, Targets, and Evidence: none mentioned

Nature of the Opposition: LL did not describe their biggest impediment as an opposition because all parties generally want the same thing in the end, but disagree on how to go about it.  But, the opposing groups are AARP and other consumer advocates, as well as the public’s perception of the industry.

Ubiquitous Arguments and Evidence of the Opposition:

· Drugs are too costly

· Medicare coverage is insufficient

Secondary Arguments and Evidence of the Opposition: none mentioned

Targeted Arguments, Targets, and Evidence of the Opposition: none mentioned

Described as a Partisan Issue: Kind of…no because both parties have the same goals in mind (pleasing older voters), but yes because it may become an “election issue,” which would make it difficult to progress through Congress.

Venues of Activity: 

· Congress

· HCFA

· White House

Action Pending or Taken by Relevant Decision Makers: House and Senate legislation is expected to be marked up and voted on this summer, but LL said success depends on whether or not it becomes an election issue.

Policy Objectives and Support for/Opposition to the Status Quo: The policy objective, broadly stated, is to create prescription drug coverage for Medicare beneficiaries without instituting price controls.  With or without price controls, it is still a new federal entitlement program.

Advocate’s Experience: Tenure in Current Job/Previous Experience: previously worked for the US Census Bureau during the 1980 count, and has worked for PhRMA since the mid-1980s.

Reliance on Research: In-house/External: In-house.

Number of Individuals Involved in Advocacy: roughly 80 people in the office, with anywhere between 15-20 registered lobbyists at a given time.

Units in Organization Involved in Public Affairs/Policy: 4; Federal Affairs, State Affairs, Legal, Scientific and Regulatory Affairs

Advocate’s Outstanding Skills/Assets: experience

Type of Membership (None, Institution, Individuals, Both): institutional

Membership Size: roughly 100 pharmaceutical manufacturing, research, and biotechnology firms

Organizational Age: LL was not sure

Miscellaneous: OK interview, but did not expand on comments when probed.

