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HOW MUCH SHOULD A DRUG COST? LETTER FROM OUR EDITOR

Welcome to STAT’s latest e-book.

DDrug pricing is an issue that will not go away. Biotech and pharma 
are the targets of legislation — in the states and in Washington — 
to bring down rising drug prices. Health plans want to see prices 
tied to “value.”  And patients are looking north to Canada for relief, 
or even Egypt to get their hands on pricey drugs — and a trip to the 
pyramids, too.

AAmazon may enter the fray, drug ads are being spoofed, and one 
pharma CEO blames Europe.  

Meanwhile, Americans want their government to do something. 
Just what that would be is up for debate. Read what STAT reporters 
have discovered in untangling this knotty problem.
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Most Americans still want 
Washington to do something 
about drug costs
By  Ed Silverman |  MAY 1, 2017@PHARMALOT

A majority of Americans continue to believe that lowering prescription drug 
costs should be a top priority for the Trump administration and Congress, and 
most overwhelmingly favor taking several steps — such as allowing Medicare to 
negotiate or importing medicines from Canada — as a potential solution.

SSpecifically, 60 percent want the federal government to take action, according to a 
new Kaiser Family Foundation poll. is is virtually the same percentage of Ameri-
cans who responded to the last such poll in December. And there is notable biparti-
san support — 64 percent of Democrats, 60 percent of Republicans, and 58 percent 
of independents — want something done.

Drilling down, 92 percent of those polled believe the federal government ought to 
allow Medicare to negotiate with drug makers, which the pharmaceutical industry 
vociferously opposes. And 87 percent say it should be easier for lower-cost generics 
to reach pharmacy shelves, an opinion also expressed by Dr. Scott Gottlieb, who has 
been nominated to head the Food and Drug Administration.
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e poll also found that 86 percent of Americans want drug makers to disclose 
costs as a way to gain transparency into the pricing process; 78 percent want 
pricing limits placed on high-priced drugs for illnesses such as cancer; 72 
percent believe Americans should be able to buy medicines from Canada; and 
72 percent favor creating an independent entity to oversee pricing.

e e findings are hardly surprising, given the sustained outcry that prescription 
drug prices have been rising too rapidly or, in some cases, set too high for the 
newest medicines. e issue has accelerated in recent years amid a growing 
number of cases that upset many Americans, prompting some federal lawmakers 
to hold hearings and, more recently, propose various bills to tackle the problem.

OOne notable example occurred last month, when nearly two dozen lawmakers 
in the House and Senate introduced identical bills that take a kitchen sink 
approach to tackling the rising cost of medicines, from allowing Medicare to 
negotiate prices to removing tax breaks that drug makers receive for advertising 
expenses and capping drug-cost sharing. All but one of the lawmakers, though, 
is a Democrat.

WheWhether such efforts gain any traction is unclear, given that Republicans con-
trol Congress and are loath to adopt some of the ideas, especially those that are 
opposed by the pharmaceutical industry. e industry, for instance, has lobbied 
hard — very successfully, for the most part — to defeat bills introduced by 
lawmakers in several states to require companies to disclose costs or justifying 
pricing. Some legislators are still trying, though (see here and here).

Meanwhile, President Trump has lambasted drug companies more than once. 
Earlier this year, he famously accused them of “getting away with murder,” a 
statement that briefly sent drug stocks into a tailspin. 
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He also met with US Representative Elijah Cummings (D-Md.), who has regu-
larly proposed legislation to control drug prices. So far, though, his administra-
tion has failed to release a plan.

One potential solution that comes up regularly is whether Americans should 
be allowed to buy drugs from Canada. e poll, which last month queried 
1,171 adults ages 18 and older, found that 72 percent believe such purchases 
should be allowed, a consistent finding among previous polls. However, 64 
percent specifically endorse the idea of buying from online pharmacies based 
in Canada, a new finding.

is notion has considerable opposition. e pharmaceutical industry has 
regularly pushed back against imports, arguing that Americans could be suscep-
tible to harmful counterfeits. A nonprofit, the Partnership for Safe Medicines, 
and the Pharmaceutical Research & Manufacturers of America, the industry 
trade group, have tried to disguise their work fighting imports.

Meanwhile, four former FDA commissioners recently wrote an open letter to 
Congress on ursday to warn that the idea is “a complex and risky approach.” 
At the time, Gabriel Levitt, who is the president of PharmacyChecker.com, 
which vets online pharmacies, noted millions of Americans already buy medi-
cines online from Canada and these purchases can be done safely with proper 
guidance.

Judging by the poll results, most Americans are not persuaded by the argument 
that buying from Canada is reason for concern — 76 percent believe purchases 
from Canada will make medicines more affordable without sacrificing safety or 
quality. And only 29 percent think the pharmaceutical industry would conduct 
less research and development if such purchases were permitted.



Meet the lawyer trying 
to pry drug pricing secrets 
out of Big Pharma
    By Damian Garde 
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Meet the lawyer trying to 
pry drug pricing secrets out 
of Big Pharma
By  Damian Garde |  APRIL 20, 2017

He has a private jet, a pedigree of winning billion-dollar settlements, and the 
(sometimes grudging) respect of his adversaries. Now, he wants to become pharma’s 
latest headache.

CClass-action attorney Steve Berman is coming aer a drug industry he says is “goug-
ing” the American consumer. And his suits have the potential to crack the lid on the 
black box of drug pricing, shedding light on a secretive process that has sparked an 
escalating blame game between drug makers and the many middlemen in the US 
health care system.

Berman sees the drug pricing system as a Rube Goldberg machine for extracting 
money from patients: Pharma sets a high price for a given medication, and then 
promises a big, undisclosed rebate to the pharmacy benefit managers who control 
which drugs get covered by insurers. As prices go up, so too do the secret rebates. 
Berman’s conclusion: e big guys get richer, and the patients pay the price.

So he’s suing. 

@DAMIANGARDE
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One of his recent cases, against Mylan, argues that the company ran a racket with its 
infamous EpiPen, doling out kickbacks to PBMs to ensure its epinephrine primacy. 
Another, against the three biggest makers of insulin, accuses them of mounting an 
“arms race” of lockstep price increases to compensate for escalating rebates.

“e theme in all the cases is that the consumer is powerless, and the drug compa-
nies know that,” Berman said in an interview. “It’s completely opaque, so the drug 
companies will take advantage of that any time they can.”

Mylan did not respond to requests for comment. e insulin makers — Eli Lilly, 
Sanofi, and Novo Nordisk — have all said they reject the allegations and intend to 
defend themselves accordingly.

In the past, the drug industry has defended itself by pointing the finger at PBMs, 
claiming that the middlemen have used the threat of yanking insurance coverage to 
force pharma into offering larger and larger rebates. And that, in turn, forces 
pharma to raise its list prices simply to stay solvent, the industry argues.

BBut because the contracts between drug makers and PBMs are protected as trade 
secrets, outsiders have found it impossible to adjudicate the dispute. at makes 
Berman’s work, which could surface some of those details, particularly fascinating. 
And, for drug makers, potentially nerve-wracking.

“In an area as dark and opaque as this, any time you learn anything, it’s valuable,” 
said Dr. Walid Gellad, an associate professor of medicine and the co-director of the 
Center for Pharmaceutical Policy and Prescribing at the University of Pittsburgh.

““e players involved know what the truth is,” said Gellad, who called Berman’s 
lawsuit against Mylan the best he’d ever read. “ey know how much money is 
changing hands; they know what’s happening. But it’s in no one’s best interest to 
reveal that.”
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Berman, who has built a reputation among defense attorneys as a formidable oppo-
nent, is confident he can force the industry’s hand.

Berman’s list of adversaries reads like a corporate rogues gallery, starring Enron, 
Bernie Madoff, Bear Stearns, and Exxon Valdez. Neatly framed news clippings of his 
wins against the biggest wheels of industry dot his Seattle office like claimed pelts.

HHis firm, Hagens Berman Sobol Shapiro, has an origin story befitting its cofounder’s 
persona. In 1993, he wanted to go aer Jack in the Box over a spate of hamburg-
er-borne E. coli infections. His law firm didn’t want to take it on, so Berman struck 
out on his own. Within two years, he’d won a $12 million settlement from the parent 
company of Jack in the Box, thus beginning an ascendant career in class-action law.

In the decades since, Berman has triumphed over Big Tobacco, major automakers, 
and multinational oil companies, securing billions of dollars in settlements and 
transforming his firm from a punchy upstart into a household name among corporate 
attorneys. In his retelling, he’s always attorney to David, taking on corporate Goliaths 
with “squadrons of lawyers.”

AAlong the way, Berman rose to prominence as a camera-friendly, quick-with-quote 
advocate for consumers. He’s represented iPod owners upset about earphone volume, 
SeaWorld patrons concerned with the well-being of orcas, and candy eaters worried 
their Butterfinger bars have ties to child labor. And he rarely misses an opportunity 
to explain the precise extent of their plight to the media.

BBerman, 62, is quiet and somewhat aloof in person, fellow attorneys said. An avid 
cyclist, he spends his weekends refereeing youth soccer matches and competing in 
races on the pricey bike oen parked in his office.

A SELF-APPOINTED LAWYER FOR DAVID, AGAINST GOLIATH



“As is the case with birds, it helps both to 
deter competitors and intimidate enemies 
when you have a large feather display.”

WALTER OLSON, SENIOR FELLOW, CATO INSTITUTE
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But when an audience is to be reached, Berman’s reserved nature gives way to 
showmanship. His corporate adversaries are trying to “pass the buck,” using “smoke 
and mirrors” to hide “the disturbing truth” from customers who are “practically 
imprisoned.”

““You will search with some difficulty for people who successfully do what he does 
and do not have a big personality,” said Walter Olson, a senior fellow at the Cato 
Institute’s Center for Constitutional Studies. “As is the case with birds, it helps both 
to deter competitors and intimidate enemies when you have a large feather display.”

Corporations know that getting hit with a Berman lawsuit “means you’re in for a 
fight,” said Mark Mester, a partner at the firm Latham and Watkins.

“But you know it’s going to be a fair fight,” said Mester, who represented the NCAA 
against Berman’s firm in a class action over athletes’ head injuries. “ey’re not going 
to resort to games or tricks that are beyond the pale.”

At least, not most of the time.

IIn 2015, Berman’s firm made claims that gave “new meaning to ‘frivolous,’” US 
District Judge Paul Diamond memorably declared.
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e case was a bit of a stretch to begin with: Berman brought suit against the German 
drug maker Grünenthal on behalf of patients born with birth defects because their 
mothers took thalidomide while pregnant. e catch: eir births took place some 50 
years before the suit was filed, putting the claims well beyond the statute of limita-
tions. Still, Berman argued that he had a valid case because the plaintiffs hadn’t known 
until recently that thalidomide caused their birth defects — even though the drug’s 
tragic side effects have been well-known for decades.

e judge didn’t happen to agree. He imposed sanctions on the firm in an embarrass-
ing ruling.

Berman hasn’t gotten over it. “I consulted with the best scientists in the world on 
that,” he said, “and I still think I’m right.”

In his latest lawsuits against drug companies, Berman is taking a cue from cases 
against the Gambino, Lucchese, and Genovese crime families.

e Racketeer Influenced and Corrupt Organizations Act — or RICO — was 
designed as a legal cudgel to dismantle the mob, holding bosses liable for the crimes 
they delegate to middlemen. It has since been widely applied to mob-like activity 
elsewhere. To Berman, pharma fits the bill.

HHis insulin case paints a picture of each drug company sitting at the head of a table 
like a crime boss, with the three major PBMs — Express Scripts, CVS Caremark, 
and OptumRx — gathered to carry out its bidding. None of the PBMs is charged in 
the suit, but under RICO, they don’t need to be. Berman portrays them as actors in 
the drug companies’ protection racket.

TREATING PHARMA LIKE THE MOB
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e companies and PBMs “functioned as a continuing unit for the purposes of 
implementing the [insulin] pricing scheme and, when issues arise during the scheme, 
each agreed to take actions to hide the scheme and continue its existence,” according 
to the suit.

SSanofi, Lilly, and Novo Nordisk raised the prices of their insulins by more than 160 
percent over five years, leaving some patients paying nearly $900 a month, the suit 
claims. Higher prices allowed for bigger rebates, enriching PBMs and skewering 
patients, Berman argues.

Berman’s Mylan suit takes the same RICO approach, lumping the company and its 
associated PBMs into a crime family dubbed “the EpiPen Pricing Enterprise.”

e cost of an EpiPen auto-injector, which can be lifesaving for patients suffering an 
allergic reaction, rose by 500 percent over the last decade. Mylan CEO Heather 
Bresch, echoing many in the industry, said the demands of PBMs forced her compa-
ny’s hand. But “Mylan is no victim,” according to Berman. Instead, the company used 
its list-price increases to convince PBMs to pick EpiPen over competitors, helping 
Mylan build a commercial juggernaut at consumers’ expense.

“ese companies are messing up people’s lives,” Berman said. “Whether it’s an 
EpiPen or an insulin shot, you’re talking about medicines that were invented decades 
ago. ere’s something seriously wrong when this happens.”

It’s early days yet for both suits, which were filed earlier this year. Berman’s firm is still 
recruiting patients to join as plaintiffs, and each case is awaiting judicial certification 
as a class action. at will begin what is commonly a drawn-out process, legal experts 
said, dappled with motions to dismiss, mediation, and other judicial horse trading.



“ese companies are messing up people’s lives.”

STEVE BERMAN, CLASS-ACTION ATTORNEY
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e best-case scenario for transparency — a pair of public trials — is unlikely, said 
Michael Carrier, a Rutgers University law professor who studies antitrust matters. 
e class-action game is slow but oen predictable: e sides poke and pry at one 
another until they come to a settlement, Carrier said.

BBut along the way, Berman could shake loose some telling details that even Congress 
has failed to unearth. e contracts and contacts between drug makers and PBMs, 
for example, would help outsiders figure out just who’s getting richest on rising drug 
prices.

“ere are so many different actors at each point in the process that are taking out 
money,” Carrier said. “at’s one of the things that might come to light: What’s 
going on with a lot of these actors?”

AAnd if Berman has his way, there will be plenty more opportunities to press for 
disclosure. His firm is working on “five or six” new cases tied to drug pricing, he 
said. Berman declined to disclose details but said the theme is consistent: multina-
tional drug companies conspiring to get one over on the little guy.

“I don’t think these people will ever stop,” Berman said. “ere’s so much money 
involved that there’s just incentive to try to game the system.”



More health plans are 
eyeing deals for drugs 
based on patient outcomes
    By Ed Silverman
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More health plans are 
eyeing deals for drugs 
based on patient outcomes
By  Ed Silverman |  JUNE 1, 2017

As the cost of prescription drugs remains vexing, a new survey finds that more 
health plans are increasingly interested in paying for the highest-priced medicines 
based on patient outcomes. And the findings suggest that insurers are eager to 
exploit drug makers that are willing to strike such deals in order to win favorable 
insurance coverage.

IIn these arrangements, a health plan may get an extra discount from a drug maker if 
a medicine does not help patients as much as expected, or a drug maker may get a 
credit toward a rebate provided to a health plan. e survey, released last week, found 
interest was particularly strong for hepatitis C and oncology drugs, although plans 
have started to use these arrangements for other types of drugs, as well.

SSpecifically, the survey found that 70 percent of health plans view outcomes-based 
contracts favorably and 24 percent already have one such deal in place. Another 30 
percent reported they are currently negotiating for at least one contract, according to 
Avalere Health, a consulting firm that queried 45 different health plans representing 
183 million insured people.

@PHARMALOT
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Not surprisingly, much of the interest centered on medicines where there is competi-
tion among drug makers. For instance, 55 percent of health plans said they already 
have contracts for diabetes medicines and another 33 percent are considering doing 
so, while 45 percent have contracts for hepatitis C treatments and 42 percent report-
ed they have inked contracts for a cardiovascular drug.

“Many of these outcomes-based contracts for pharmaceuticals are indeed starting to 
have a positive impact on patient care, because they are focused on improving the 
outcomes that are of mutual interest to payers and pharmaceutical companies,” said 
Dan Mendelson, who heads Avalere Health.

AAs an example, he cited diabetes medicines that are used to get glucose levels under 
control. In doing so, he noted, not only are patients recognizing a benefit, but health 
plans are oen paid more by their clients when these lower levels are achieved. In this 
way, “patient interests become aligned with commercial interests,” he said.

e proliferation of medical and pharmacy claims data, of course, is making it easier 
for health plans and drug makers to sign outcomes-based contracts. e data allows 
insurers to assess drug performance, which is increasingly useful in therapeutic 
categories where there is growing competition. Last week, Merck and OptumRx, the 
pharmacy benefits manager, struck a deal to mine data for linking prescriptions to 
health outcomes.

Earlier this week, for instance, Harvard Pilgrim Health Care, which is the second-
llargest health insurer in New England, signed contracts with AstraZeneca for two 
medicines — Brilinta, which is used to treat acute coronary disease, and Bydureon, 
for combating type 2 diabetes. If the drugs fail to meet agreed-upon outcomes criteria 
in patients, the insurer will be charged a lower amount.
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e insurer has signed similar contracts with Novartis, Amgen, and Eli Lilly, covering 
medicines for treating congestive heart failure, rheumatoid arthritis, high cholesterol, 
diabetes, and osteoporosis. In each case, the goal is to identify the most effective drugs 
in order to lower costs, but not every deal is structured exactly alike, explained Dr. 
Michael Sherman, the chief medical officer at Harvard Pilgrim.

TTypically, outcomes-based contracts do not lower costs at the pharmacy counter. But 
in one deal with Amgen, Sherman said health plan beneficiaries will get a refund 
toward out-of-pocket costs if the cholesterol drug doesn’t work. “Our approach, more 
generally, though, has been to use money that we get back, including rebates [from 
drug makers], to keep premiums affordable for everyone,” he said.



What pricing controversy? 
Pharma’s reputation is 
actually improving
    By Ed Silverman
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What pricing controversy? 
Pharma’s reputation is actually 
improving
By  Ed Silverman |  JUNE 1, 2017

Despite being demonized over its pricing, a new survey released this week finds 
the pharmaceutical industry actually enjoys a strong reputation among most people.

UUsing a formula that relies on ranking several different attributes — innovation, 
performance, leadership, citizenship, governance, workplace, and products and 
services — the industry received a grade of 71.8, a notable 3.5 point improvement 
from last year and its best showing in five years. And of eight countries canvassed, 
drug makers received their best reviews from folks in the U.S.

“e results tell a very interesting story about the difference between the media 
picture of the pharma industry and the perception the informed general public have 
oof the individual companies,” said Kasper Ulf Nielsen, an executive partner of e 
Reputation Institute, a consulting firm that conducted the ranking, wrote us.

Indeed, the findings are released amid ongoing controversy over the cost of prescription 
drugs, an issue that has caused consternation in the U.S., where a growing number of 
federal and state laws are being introduced to address the problem. e turmoil has 
served as a stark counterpoint to the upbeat headlines about innovative new therapies 
that can combat such hard-to-treat diseases as cancer.

@PHARMALOT
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But Nielsen also noted the rankings are composed of the average of all companies, 
not an evaluation of the entire industry. As a result, he explained, “it is also import-
ant to remember that not all companies are doing better this year. In each of the 
countries measured, some companies improved significantly while others did not do 
well and it could be argued that they might be punished for things such pricing.”

So whose reputation is strongest? e highest ranking went to AbbVie, while Pfizer 
had the distinction of receiving the lowest score among the 17 large drug makers 
that were scrutinized — and also placed dead last in the previous survey. e 
second-highest ranking was captured by Novo Nordisk. Last year, Bayer had the 
strongest reputation, but fell six notches.

e survey, which was conducted earlier this year, queried more than 17,000 people 
in eight countries — besides the U.S., the rankings were compiled from responses in 
the U.K., Canada, Italy, Spain, France, Brazil, and Germany. Unlike previous 
surveys, several other large markets such as China, India, Mexico, Japan, and Russia 
were not included.

OOverall, the drug makers fared best when consumers were asked about the quality of 
products and services and financial performance, but the showing was weakest when 
it comes to being a good corporate citizen and a responsible company that behaves 
ethically and is transparent in its dealings.

e results also appear to reflect the impressions that consumers have about the 
value of medicines compared with price tags, as well as the extent to which drug 
makers are bringing innovative medicines to market and not simply maneuvering to 
protect patents.

“Affordability is not such a hot topic across all countries, and it’s important to 
remember that the discussion in the U.S. is not the same across the other countries,” 
Nielsen counseled. 
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“Offering a good value for money is on the verge of an average score. What is more, 
topics as openness, transparency, and ethical behavior are at the bottom of this list, 
and they are all linked to the larger conversation around pricing.”



How a Supreme Court 
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How a Supreme Court ruling 
on printer cartridges could have 
a big impact on drug prices
By  Meghana Keshavan |  MAY 30, 2017

A Supreme Court ruling on international printer cartridge sales could have major 
implications for, of all things, drug pricing and global health.

e case in question involves patents, crucial legal protections for the drug industry.

Pharmaceutical companies price their drugs vastly differently from one country to 
another, and oen sell medicines and vaccines in developing nations at discounted 
rates. Patent law, however, prevents those drugs from being imported back into the 
US and sold for cut-rate prices.

e Supreme Court on Tuesday ruled that companies forfeit their patent rights aer 
they’ve sold an item — allowing third-party sellers to sell the same product at a 
discount. ough the case, Impression Products, Inc. v. Lexmark International, Inc., 
centers around printer cartridges, the outcome impacts a variety of industries, ranging 
from soware to biopharmaceuticals.

e ruling could be interpreted as a real win for advocates looking to rein in the costs 
of US drugs since it could limit drug makers’ patent rights. 

@MEGKESH
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But the concern is that drug makers will lose their incentives to sell medicines in 
these developing nations — because doing so might endanger their profits stateside. If 
they continue to sell drugs at a discount abroad, third parties could in theory now 
buy up big batches of pills and bring them to the US to sell at low rates.

at might be a boon for US consumers. But it could hurt profits so much that 
companies stop selling discount drugs in developing countries, harming those 
patients.

““e Supreme Court has removed a very valuable tool that pharma companies can 
use to segment markets,” said Rachel Sachs, an associate professor of law at Washing-
ton University in St. Louis. “We may think that’s a good policy outcome in the US, 
but we’re very concerned about the impact abroad.”

e original point of contention in the Supreme Court case was that Lexmark, which 
makes printer cartridges, objected to a firm called Impression Products collecting and 
refilling used cartridges and selling them at a discount. is is called “international 
patent exhaustion.”

HHere’s how Sachs describes it: e first time a book is sold in a bookstore, there are 
several patent protections set in place to make sure that it’s sold at an appropriate 
price, and revenue goes back to the publisher or author. Books can be resold, however, 
at used bookstores — and by this point, copyright protection has been exhausted and 
so distribution’s allowed at a lower price.

““Extending the patent rights beyond the first sale would clog the channels of com-
merce, with little benefit from the external control that the patentees retain,” Chief 
Justice John Roberts wrote in the majority opinion. (e ruling was 8-0, but with a 
partial dissent from Justice Ruth Bader Ginsburg.



HOW MUCH SHOULD A DRUG COST? ARTICLE 5  |  23

e boundaries of this ruling are still up in the air, Sachs said, and it’s unclear how 
exactly the drug industry could be affected.  ere’s already a statute in place, for 
instance, that bans drug re-importations, said Lisa Ouellette, a patent law professor at 
Stanford University. But it’s only effective if the government enforces it, she said, and 
it’s only applicable to prescription drugs manufactured in the US and sold abroad.

SSo under this new Supreme Court ruling a drug that’s manufactured in, say, India, 
and sold in other developing countries could be imported back into the US and sold 
for a fraction of the cost. But a drug that’s manufactured in the US might still have 
more protections in place.

“is ruling’s good for the US consumer — and obviously bad for consumers in 
developing countries,” Ouellette said.



How a $37,000-a-year 
medicine sets a good 
model for drug pricing
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HOW MUCH SHOULD A DRUG COST? ARTICLE 6



HOW MUCH SHOULD A DRUG COST? ARTICLE 6  |  25

How a $37,000-a-year 
medicine sets a good model 
for drug pricing
By  Ed Silverman |  APRIL 3, 2017

Shortly before his company won the right last week to sell a new drug for severe 
eczema, Dr. Len Schleifer made a brash promise.

He vowed to price the medicine “responsibly” and avoid the anger that high drug 
prices have stirred. “You’ll get to judge me and see how we do,” he told me.

To his credit, Schleifer appears to have delivered.

e drug, called Dupixent, has a list price of $37,000 a year. is isn’t cheap. But 
Regeneron Pharmaceuticals could have charged still more, since other companies 
charge roughly $50,000 a year for older, less effective psoriasis treatments. (ere are 
steroids and ointments on the market that cost much less, just a couple of thousand 
dollars a year, but these may not help patients with the most severe form of the debili-
tating disease.) at makes Schleifer’s decision on pricing unusual.

“e drug is truly unique, so he could have priced it pretty much wherever he 
wanted,” said Dr. Steve Miller, the chief medical officer at Express Scripts, the nation’s 
largest pharmacy benefit manager, which works on behalf of insurers.

@PHARMALOT
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Other drug makers ought to pay close attention, at least if they hope to defuse some of 
the growing national anger over the cost of medicines.

e key lesson to be learned: communicate.

For months before Dupixent won approval, Schleifer personally spent time with payers, 
gathering feedback and gauging reactions as pricing scenarios were kicked around.

HHis team also huddled with the Institute for Clinical and Economic Review, an inde-
pendent arbiter for determining whether drugs are cost-effective. e goal was to set a 
price that would yield a good report card on value, a key hurdle these days. Aer rebates 
and discounts, Dupixent’s net price will actually be closer to $30,000, which is in line 
with ICER’s evaluation. (Dupixnet is jointly marketed by Regeneron and Sanofi.)

“e difference here was the preparation for the launch price, not just the launch 
product,” said Geoffrey Porges, an analyst at Leerink, who described the Dupixent 
game plan as a “new paradigm” for engaging payers. “If all this works then other com-
panies are going to rethink launches, and maybe pricing as well.”

is strategy is in stark contrast to the approach reportedly taken by Gilead Sciences.

e biotech famously slapped an $84,000 price tag on its groundbreaking Sovaldi 
hepatitis C treatment three years ago. Because it had such a high cure rate, the drug 
quickly generated an enormous number of prescriptions. is, in turn, strained budgets 
for Medicaid and private insurers. But Gilead reportedly failed to confer with payers in 
advance, although Gilead disputes this.

ere is an expression for this kind of behavior — tone-deaf. As a result, Gilead became 
a lightning rod for criticism of the pharmaceutical industry, and deservedly so, despite 
any savings its medicines bring to the health care system down the road.
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“It was smart for Regeneron to get a pricing agreement before approval,” said Richard 
Evans, an analyst at Sector & Sovereign Research. “In this environment, payers don’t 
want unpleasant surprises.”

Whether Dupixent becomes a game-changer is unclear.

AAlready, though, another example popped up last week. Roche’s Genentech unit 
priced a new drug to treat primary progressive multiple sclerosis, the rarest form of 
the disease, at $65,000 a year. is is 10 percent to 25 percent lower than other MS 
treatments, although discounts can vary. Genentech also went on record saying it 
would not follow the highly criticized tradition in the industry of continually raising 
MS drug prices, year aer year.

AAs with the Regeneron drug, there is little competition for the MS drug, called 
Ocrevus. is means that insurers and pharmacy benefit managers will likely feel 
pressure to cover the medicines, and the drug companies may not have to offer steep 
discounts to get it in front of patients.

Not every drug maker will be able to follow this paradigm, in no small measure 
because not every new drug to hit the market occupies a unique niche or tackles an 
unmet medical need.

““is is likely to be more the exception than the rule,” says John LaMattina, a former 
head of R&D at Pfizer and now a senior partner at PureTech Health, a venture 
capital firm. “ere can be uncertain [product pipeline] issues that can make it 
difficult for a company to do this.”

Even so, it would be a mistake for any drug maker to dismiss what Regeneron and 
Genentech have done.
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It’s no longer enough to repeatedly insist that high prices reflect hey investments in 
research, or that the drugs are worthwhile because they generate long-term health care 
savings. Setting a price that makes it possible for the largest number of patients to be 
treated is the most important goal. is requires flexibility and compassion. Which 
drug maker wants to be next?

is column was updated to note that Gilead disputes reports that the company did not 
discuss Sovaldi pricing in advance with payers.


