Questioning the Assumptions About Generic Drugs…

The key argument against generic drugs:

Patent-based pharmaceutical companies need a high price and patents in order to obtain return on research and development costs.

Assumption #1: Pharma did all the R&D
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Source: Kim, Harvard Med, 2000

High profits…
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Source: University of Minnesota, 2000

[image: image3.png]Dru; Form Price Production Cost | % Difference
Ciprofloxacin | 250 mg tab $3.40 $0.05 98
ddI 100 mg cap $1.80 $0.50 72
EFV 200 mg cap $4.40 $2.40 48
Fluconazole 200 mg cap $0.30 98
3TC 150 mg cap $0.30 93
NVP 200 mg cap $4.90 $1.50 73
d4T 40 mg cap $4.90 $0.20 96
AZT 100 mg cap $1.70 $0.10 94
AZT+3TC 300+150 mg cap | $9.80 $0.70 93




Assumption #2: The high price reflects high production cost (Source: MSF, 2000)

Assumption #3: Pharma needs the profit to pay for future R&D
[image: image4.png]Percent of Revenue Allocated

Revenue Marketing/ Profit
Company (Net Sales in Advertising/ R&D (Net Income)
millions of dollars) Administration
Merck and Co., Inc $40,363 15% &% 17%
Pfizer Inc. 29,574 39% 15% 13%
BristokMyers Squibb Company 18,216 30% 1% 26%
Pharmacia Corporation 18,144 37% 15% 4%
Abbott Laboratories 13,746 21% 10% 20%
American Home Products Corporation 13,263 38% 13% 18%
Eli Lilly and Co. 10,862 30% 19% 28%
Schering-Plough Corporation 9815 36% 14% 25%

Allergan, Inc. 1,563 a2% 13% 14%



(Source: Families USA, 2001)

Assumption #4: Only Pharma has the money to pay for clinical trials

· Pharma says that R&D costs total $500 million for each new drug (including failures; DiMasi, 1991)

· But DiMasi’s calculation didn’t account for:

· Tax cuts for the pharmaceutical industry

· Taxpayer-funded research

· Actual risk of failed research based on industry data

· Percentage of profits made from “me-too” drugs (drugs with no new therapeutic efficacy)

· The difference between R&D and marketing costs

[image: image5.png]More than Half of New Drugs Approved from 1982-1991 Were “Me-Too” Drugs

FDA Category Number Percent

1A - Important Therapeutic Gain 41 16%
1B - Modest Therapeutic Gain 80 31%
1C - Little or No Therapeutic Gain 137 53%
Total New Drugs Approved 1982-91 258 100%

Source: Donald Drake and Marian Uniman, Making Medicine, Making Money (1993), p. 72




The importance of “me-too” drugs

Real expenditures:
From the Congressional Office of Technology Assessment (OTA), 2001

· Actually, DiMasi predicted $231 million for the R&D of each drug

· But industry reps upped it to $473 million based on how much money they would have made if they had invested that money, then rounded up to $500 million

· Adding the pharmaceutical industry’s special tax deductions reduces DiMasi’s number to $65.5 million for R&D of each drug

Including industry’s data…

· Adding in the industry’s actual data on risk and the data on research contributions from taxpayers, the final number becomes: $57 million per drug

Where did all those tax breaks come from?
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Source: Congressional Research Service Memorandum, “Federal Taxation of the Drug Industry from
1990 to 1996,” December 1999.




[image: image7.png]Former Members of Congress Lobbying for Drug Industry, 2000

Lobbyist Offices Held Client(s)
Beryl Anthony U.S. House of Representatives (D-AR), 1978-93 _[Barr Laboratories
Birch Bayh U.S. Senate (D-IN), 1963-81 [The Cook Group, Inc:
Bill Brewster U.S. House of Representatives (D-OK), 1991-96 _|Novartis Corporation
Daniel Coats U.S. Senate (R-IN), 1989-99. U.S. House of [Amgen, Ino. PRRVA

Representatives (R-IN), 1981-89

Dennis DeConcini

u.s.

Senate (D-AZ), 1977-95

[Abbott Laboratories; Aventis,
Pharmaceuticals, Inc.; Bristol-Myers
Squibb Co.; Glaxo Wellcome, Inc.;
Prizer, Inc.; Pharmacia; Schering-
Plough Corporation

Butler Derrick

u.s.

House of Representatives (D-SC), 1975-94.

Bayer Corporation; Genentech, Inc.;
PhRMA; Theragenics Corporation;
[Warner-Lambert Company

Billy Evans

u.s.

House of Representatives (D-GA), 1977-83

Pharmacia

Vic Fazio

u.s.

House of Representatives (D-CA), 1979-98

PhRMA; Schering-Plough Corporation

Michael Flanagan

u.s.

House of Representatives (R-IL), 1995-96

immunex Corporation

Bristol-Myers Squibb Co.; Schering-

Willis Gradison  |U.S. House of Representatives, (R-OH), 1975-93,
Plough Corporation

[Andy Ireland us. :::S(ER_"F'L';E%E?QQE“VES (D-FL), 1977-84, (<1 ering-Piough Corporation

Norman Lent U.S. House of Representative (R-NY), 1971-93__ [Pfizer, Inc.

Robert Livingston

u.s.

House of Representatives (R-LA), 1977-99

Schering-Plough Corporation

Raymond McGrath

u.s.

House of Representatives (R-NY), 1981-93

E.1. Dupont de Nemours and Company

Robert Michel

u.s.

House of Representatives (R-IL), 1957-95

[Johnson & Johnson

Bill Paxon

u.s.

House of Representatives (R-NY), 1989-98

[Johnson & Johnson

Martin Russo

u.s.

House of Representatives (D-IL), 1975-93

[Johnson & Johnson

Robert Walker

u.s.

House of Representatives (R-PA), 1977-96.

Immunex Corporation; Wyeth-Ayerst
Pharmaceuticals

[Vin Weber U.S. House of Representatives, (R-MN), 1981-93 |PhRMA; Schering-Plough Corporation
[ Alan Wheat U.S. House of Representatives (D-MO), 1983-94_|SmithKline Beecham
William Zeliff, Jr.__|U.S. House of Representatives (R-NH), 1991-97 [Schering-Plough Corporation

Source: Lobby Disclosure reports filed with the Secretary of the Senate and Clerk of the House pursuant to the
Lobby Disclosure Act of 1995




How much lobbying?

[image: image8.png]Drug Industry Soft Money Contributions (1993-2000)

Cycle| Republicans % Democrats % Total

1994 $1,272,515] 75%| $426,300 25% $1,698,815]
1996 $3,652,635] 72%] $1,428,650] 28%) $5,081,285]
1998 $3,365,296] 74%| $1,206,906] 26%| $4,572,202|
2000 $9,457,073 80%| $2,347,735] 20%| $11,804,808]
Total $17,747,519] 77% $5,409,591] 23% $23,157,110]




Source: Center for Responsible Politics

Campaign contributions…

[image: image9.png]Drug Industry Hard Money Contributions (1993-2000)

Cycle| Republicans % Democrats % Total

1994 $2,054,118] 53%| 1,821,243 47%} $3,875,361
1996 $3,351,288] 69%| $1,613,265) 31%} $4,864,553]
1998 $3,295,381 65%| $1,761,054] 35%} $5,056,435|
2000 $5,862,804] 70%| $2,474,971) 30%} $8,337,775|
Total $14,563,591] 66% $7,570,533] 34%4 $22,134,124]





[image: image10.png]Drug Industry Total Campaign Contributions (1993-2000)

Cycle| Republicans % Democrats % Total

1994 $3,326,633 60%| $2,247,543 40%| $5,574,176|
1996 $7,003,923 70%| $2,941,915] 30%| $9,945,838|
1998 $6,660,677] 69%| $2,967,96(] 31%| $9,628,637|
2000 $15,319,877] 76% $4,822,706] 24%| $20,142,583]
Total $32,311,110] 71% $12,980,124] 29% $45,291,234]





[image: image11.png]Drug Industry Lobbying, 1997-2000

Year 1997 1998 1999 2000

Total $75,527,755 $72,035,145( $85,089,533 $92,322,418|

Source: Lobby Disclosure reports filed with the Secretary of the Senate and Clerk of
the House pursuant to the Lobby Disclosure Act of 1995.





Isn’t everybody doing it? The drug industry does it most: Source: Cong Bud Office

The Revolving Door
[image: image12.png]Industry Comparison of Political Spending 1999-2000

Industry Lo:w:?[?r;;n'?:tll cs: tribations Total

Drug Industry $177.411,951 $20,142.583 $197.654,534)
insurance $127,849,42 $40,684,560) $165,533,98

Telephone Companies $122,858,169] $20,746.35 $143,604.519
Electric Utiities $119,673,059 $18,529,268 $138,102,32

Commercial Banks $65.968,725) 524,938,799 $90.907 519
O & Gas Producers $31,167,799) $33,276,659) 64,464,455
[Automobile Manfacturers $54,552,271 52,237,531 56,789,807
[Tobacco $44,700,310) 8,407,384 $53,107.694
Food Processors & Manufacturers 521,269,672 $14,291.136 $35,560,808]





