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April 6, 2021

The Honorable Zack Stephenson, Chair

House Commerce Finance and Policy Committee
State Capitol

St. Paul, MN

Dear Chairman Stephenson:

The Biotechnology Innovation Organization (BIO) respectfully opposes Article 2 of H.F. 1031
(Stephenson), which would create a Prescription Drug Affordability Board tasked with
reviewing prescription drug costs and setting upper payment limits for specified prescription
drugs. Government price controls like those proposed by this bill are an especially drastic
action with unpredictable consequences. While the intent of this bill is to lower drug prices,
we fear H.F. 1031 will fail to bring down costs for consumers or institutions and instead
disincentivize development of new therapeutic breakthroughs.

Patients pay a given price when they visit a pharmacy based on what their health insurer
determines—it is for this reason why two patients will pay a different price for the same
drug. Out-of-pocket costs have been rising for patients as a result of decisions made by
health insurers. H.F. 1031 does not address the price patients pay out-of-pocket and will
therefore not directly impact patient affordability for prescription medications.

This bill also provides no clear path for lowering prescription drug costs for public or private
payers or the healthcare system overall. While it tasks the board with establishing a
process for setting upper payment limits for certain medications, the bill utilizes arbitrary
measures for the selection of such medications and prescribes no process for setting this
“limit.” The price control scheme in H.F. 1031 is desighed around the premise that
prescription drug costs have ballooned out of control or are increasing at an unsustainable
rate. Yet prescription drugs, including inpatient medicines, have and continue to make up
about 14% of national health expenditures—both in the past and projected for the next
decade.! And medicine spending on a per-patient-per-year basis, adjusted for inflation,
grew by less than 1% between 2009 and 2018.2

Unfortunately, artificial price controls only serve to disincentivize biopharmaceutical
companies from developing new, more effective therapies. Economists have estimated that
government price controls can have a significant, damaging effect on the development
pipeline. For example, one study found that an artificial 50% decrease in prices could
reduce the number of drugs in the development pipeline by as much as 24%,3 while another
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study found investment in new Phase I research would fall by nearly 60%,* decreasing the
hopes of patients who are seeking new cures and treatments.

Price controls will dampen investment and would not allow companies to adequately
establish prices that will provide a return on investment. The average biopharmaceutical
costs $2.6 billion to bring from research and development to market.> Small and mid-sized
innovative, therapeutic biotechnology companies who make up most of BIO’s membership
are responsible for more than 72% of all “late-stage” pipeline activity.® They sacrifice
millions of dollars, often for decades before ever turning a profit, if at all. In fact, 92% of
publicly traded therapeutic biotechnology companies, and 97% of private firms, operate
with no profit.” Out of thousands of compounds only one will receive approval. The overall
probability that a drug or compound that enters clinical testing will be approved is estimated
to be less than 12%.8 Only five out of 5,000 compounds become viable marketed products.
Pricing must also account for the 4,995 failures before the company discovers that
successful drug compound.

Proposals such as these target the most innovative medicines, disproportionately impacting
patients with diseases where there is high unmet need and where low-cost treatment
options are not available (e.g. rare diseases), running counter to the aims of personalized
medicine, and availability of new treatments. Further troubling, the arbitrary nature of
upper payment limits ignores the value that an innovative therapy can have to an individual
patient—especially one who may have no other recourse—or the societal impact innovative
technologies can have, including increased productivity and decreased overall healthcare
costs (e.g., due to fewer hospitalizations, surgical interventions, and physicians’ office
visits).

For these reasons, we respectfully urge your no vote on H.F. 1031. If you have any
questions, please do not hesitate to contact me to discuss this further.

Sincerely,

/s/

Greg Hoke

Director, State Government Affairs

cc: Members, House Commerce Finance and Policy Committee
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