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Thank you, Mr. Chairman, for the opportunity to testify on this critical legislation to address high 

drug costs. My name is Elizabeth Wiley – I am a practicing physician here in Maryland and 

represent Medchi, the Maryland State Medical Society. 

 

Currently, the pharmaceutical market is failing patients and payers. Prescription drug price 

increases have outpaced other health care costs, increasingly becoming unaffordable for both 

patients and payers. Skyrocketing drug costs and exorbitant drug prices for life-saving 

medications now regularly make headlines – whether naloxone (Narcan),
1
 epinephrine (EpiPen),

2
 

insulin and other medications for diabetes,
3
 albuterol (ProAir, Ventolin)

4
 sofosbuvir (Sovaldi),

5
 

pyrimethamine (Daraprim)
6
 or one of countless other medications. As a prescriber and practicing 

physician, what is abundantly clear is that individual drug price spikes are not isolated 

phenomena but symbolic of a systemic crisis of drug affordability
7
 with devastating health 

consequences for Marylanders who rely on these medications. When patients are unable to 

access medications, prescriptions go unfilled, medications are not taken as prescribed, the result 

is poorer health outcomes - ultimately translating into unnecessary morbidity and mortality – and 

increased health care costs resulting from avoidable hospitalizations, ED visits and the 

development of comorbid conditions.
8
 

 

To address the lack of prescription drug affordability, SB437 introduces transparency into the 

pharmaceutical market by requiring manufacturers of expensive drugs to report detailed 

information to justify high prices. While SB437 does not directly decrease the price of drugs, it is 

a critical first step on the path to lower, fair drug pricing.  

 

How does transparency lead to lower drug prices?  
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By requiring public reporting of detailed data elements, this bill would result in lower drug prices 

by: 

 Promoting accountability among manufacturers through public reporting, analyses and 

public scrutiny of pricing – the underlying premise being that transparency will deter 

manufacturers from prices that cannot be justified; 

 Empowering Maryland consumers, providers and payers with more information to aid in 

decision-making and/or negotiations;  

 Foster free market competition; and 

 Enabling enforcement of pricing gouging provisions by the Attorney General under 

companion bill SB415. 

 

To this end, I would like to highlight a few key elements of the data reporting framework this bill 

would establish and why they are important. At the outset, I want to emphasize that this 

framework must be comprehensive to enable patients, payers and policy-makers alike to better 

understand why drug prices are as high as they are and why the current market is failing patients. 

 

(1) Definition of an Expensive Drug: SB437 defines an expensive drug as a drug that 

costs $2500 or more per year or per course of treatment (wholesale acquisition cost). 

This definition includes approximately half of the 400 best selling drugs and 

establishes a cost threshold at which a manufacturer is accountable to justify the cost 

of the medication. It is important to note a manufacturer who chooses to price his or 

her medication below this threshold and does not increase the price of this drug by 

more than 10% in any given year would not be subject to any of the reporting 

requirements in this legislation.  

(2) Research & Development Costs: SB437 would require reporting of research and 

development costs. R&D investments by manufacturers should be translated into fair 

drug prices. However, without transparency, it is not possible for payers or patients to 

determine whether drug prices are justified. Thus, this legislation would enable fair 

valuation of research investments – both public and private – and establish 

benchmarks to assess whether a price is reasonable.  

(3) Manufacturing & Marketing Costs: SB437 requires reporting of manufacturing and 

marketing costs. These data would provide critical insight into how industry allocates 

resources and, for example would hold manufacturers accountable for how much 

money is spent on advertising compared to investments in R&D. With an estimated 

nine out of ten of large pharmaceutical manufacturers spending more on marketing 

compared to research,
9
 these data may provide critical insight into industry’s 

commitment to innovation. 

(4) Profit Margins: SB437 would compel reporting of revenue and profits associated 

with the sale of an expensive drug. In 2016, while the lack of affordability of drugs 

threatens the health of Maryland citizens and contributes to a daunting state budget 
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crisis, pharmaceutical companies achieved a net profit margin of 55%, ranking higher 

than major banks (23%) and investment managers (29%).
10

 

(5) Intellectual Property & Regulatory Costs: SB437 requires disclosure of intellectual 

property rights and associated regulatory exclusivity to provide information about 

when more affordable generic medications may be able to enter the market and 

ensure disclosure of extensions in intellectual property protections and any “pay-for-

delay” agreements, which prevent generic competition in the market. 

(6) Comparative Effectiveness: Patients and payers should not be subject to exorbitant 

prices for drugs that do not offer significant improvements over existing treatment 

options. SB437 requires manufacturers to report information regarding an expensive 

drug’s efficacy in relation to alternatives to ensure the most efficient allocation of 

Maryland healthcare resources by patients, providers and payers alike.  

 

Finally, SB437 holds drug manufacturers accountable by mandating that manufacturers provide 

notice of drug price increases and justification. Retail prices for brand-name drugs increased 130 

times faster than inflation in 2015,
11

 while prices for many generic drugs saw a similar rates of 

increase. For example, albuterol, often prescribed as a potentially life-saving “rescue inhaler” for 

patients with asthma, and doxycycline, a critical antibiotic to treat some types of infections 

including MRSA, which increased by 4,000% and 8,000% respectively between 2013-2014.
12

 

 

With 75% of Marylanders personally concerned about drug pricing and one in four Americans 

reporting difficulty in affording medications,
13

 urgent action is needed to address the 

affordability of life-saving prescription drugs and protect the health of Maryland citizens. By 

promoting pharmaceutical manufacturer accountability and transparency, SB437 is a critical first 

step to ensuring Marylanders have access to affordable life-saving medications and would 

establish Maryland as a leader in addressing the growing crisis of prescription drug costs. 

 

MedChi urges a favorable report.  

 

Thank you. 
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