NATIONAL TAXPAYERS UNION

The Honorable Alex M. Azar

Secretary of Health and Human Services
200 Independence Avenue SW
Washington, D.C. 20201

Dear Secretary Azar,

We write to express concerns about a proposal that would adopt an international price model index
to establish drug prices under portions of the Medicare program. Such a system would reference
drug prices set by selected foreign governments to determine the maximum price at which a
particular drug could be sold under Medicare.

Implementing a reference pricing system in the United States would create price controls that bring
with them the same types of harms these policies have caused in foreign countries, to the detriment
of the health care system at large and investments in U.S. research and development. History has
shown that price controls on any commaodity or service produce unintended but consistently
detrimental effects.

In general, setting price controls at below-market rates leads to shortages, squeezes the cost bubble
toward some other portion of the economy, and imposes a deadweight cost on society. In this case,
price controls can lead to a reduction in patient access to certain drugs, less investment in the
research and development of new drugs, and cost-shifting that raises the prices of other
therapeutics. Ultimately, patients will suffer as cures are delayed or entirely undeveloped, while
taxpayers will be denied potential savings from drugs that could obviate more expensive treatments
in government healthcare programs, and the investment of capital in development of new
medicines.

Policymakers looking to reform drug pricing models should reject price controls and instead
pursue alternative market-based approaches that would lower prices, expand access, and encourage

more innovation.

Signed,

Ronald Adams Bradley Hobbs Vernon Smith

University of North Florida

Afzal Aqdas
Habib University

Leslie Alperstein
Washington Analysis, LLC

Clemson University

John Hoehn
Michigan State University

Arlene Holen
Technology Policy Institute

Chapman University

Case Sprenkle
University of Illinois Urbana —
Champaign

Charles Starnes
Wayland Baptist University



Lowell Bassett
University of Washington (Ret.)

Bruce Benson
Florida State University

John Bethune
Barton College

Karl Borden
University of Nebraska

Elizabeth Bogan
Princeton University

Scott Atlas
Hoover Institution

Doug Badger
Galen Institute

Omar J. Borla
University of Delaware

Donald Boudreaux
George Mason University

Bryan Boulier
George Washington University

David Bessler
Texas A&M University (Ret.)

Michael Bond
University of Arizona

Samuel Bostaph
University of Dallas

William Bowman
Catholic University of America

Austin Boyle
Pennsylvania State University

Scott Bradford
Brigham Young University

Klajdi Bregu
Indiana University — South Bend

William Buchanan
Valdosta State University
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James Huffman
Lewis & Clark College

Adam Hyde
Wake Forest University

Thomas Ireland
University of Missouri at St. Louis

Jay Johnson
Southeastern Louisiana University

John D. Johnson
Utah State University

Richard Johnston
Monmouth College

Kent Kimbrough
Duke University

Carl Kogut
University of Louisiana at Monroe

Robert Krol
California State University Northridge

Kishore Kulkarni
Metropolitan State University of
Denver

James Kurre
Pennsylvania State University — Erie

Thomas Lehman
Indiana Wesleyan University

Tony Lima
California State University, East Bay

Dennis Logue
Dartmouth College

Edward Lopez
Western Carolina University

Ashley Lyman
University of Idaho

Richard MacMinn
University of Texas

Michael Maloney
Clemson University

Bernell Stone
Brigham Young University

Kate Stowe
Southern New Hampshire University

D. Wayne Strout
WS Wealth Managers

Daniel Sutter
Troy University

Shirley Svorny
California State University,
Northridge

Noreen Templin
Butler Community College

Thomas Thibodeau
University of Colorado — Boulder

Michael Thomas
Florida A&M University

Peter van Blokland
University of Florida

T. Norman Van Cott
Ball State University

Mauricio Varela
University of Arizona

Richard Vedder
Ohio University

Pamela Villarreal
University of Texas at Dallas

Sherri Wall
University of Alaska Fairbanks

Brian Wesbury
Former Chief Economist,
Joint Economic Committee

Walter Wessels
North Carolina University

Christopher Westley
Florida Gulf Coast University

Gail Wilensky
Project HOPE



Gregorio Caetano
University of Georgia

Charles Calomiris
Columbia University

J. Jay Choi
Temple University

Kenneth Clarkson
University of Miami

Joe Cobb
Concordia University (Ret.)

Peter Crabb
Northwest Nazarene University

Gail Cramer
Louisiana State University

Christopher Curran
Emory University

Richard Curtin
University of Michigan

Tatyana Deryugina
University of Illinois

William Dewald
Ohio State University

James Doti
Chapman University

Joseph Duncan
Policy and Economic Research
Council

Bert Ely
Cato Institute

Catherine England
Marymount University

Richard England
University of New Hampshire

Stephen Entin
Tax Foundation
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Yuri Maltsev
Carthage College

Abir Mandal
University of Mount Olive

Michael Marlow
California Polytechnic State

University

Scott Masten
University of Michigan

Merrill Matthews
Institute for Policy Innovation

W. Douglas McMillin
Louisiana State University

Roger Meiners
University of Texas — Arlington

Thomas Miller
American Enterprise Institute

Cameron Miller
Syracuse University

Adam Millsap
Florida State University

James Mulcahy
University at Buffalo

Steven Myers
University of Akron

Ronald Nate

Brigham Young University — Idaho

David Nawrocki
Villanova University

Dale Osborne
University of Texas at Dallas

Judd Patton
Bellevue University

Richard Perrin
University of Nebraska, Lincoln

Nancy Yonge
Golden Gate University

John Zaehringer
American Economics Association

Clare Zempel
Zempel Strategic

Kate Zhou
University of Hawaii

Joseph Zoric
Franciscan University of Steubenville

Benjamin Zycher
American Enterprise Institute



Richard Ericson
East Carolina University

Alfredo Esposto
Kutztown University of Pennsylvania

Edmund Estes
North Carolina State University

Frank Falero
Colorado State University

Tawni Ferrarini
Lindenwood University

Bruce Forster
University of Nebraska-Kearney

Gary Galles
Pepperdine University

Filomena Garcia
Indiana University

Roger Garrison
Auburn University

Joseph Giacalone
St. John’s University

Michael Giberson
Texas Tech University

William Gibson
University of Vermont

Adam Gifford
California State University-Northridge

Steve Globerman
Western Washington University

Linda Gorman
Independence Institute

Ernie Goss
Creighton University

Eric Graber
University of Maryland University
College

Henry Grabowski
Duke University
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Mark Perry
University of Michigan — Flint

Ivan Pongracic
Hillsdale College

William Poole
Mises Institute

Arturo Porzecanski
American University

Barry Poulson
University of Colorado — Boulder

R.L. Promboin
University of Maryland University
College (Ret.)

Stephen Pruitt
University of Missouri at Kansas City

Betsy Rankin
Centenary College of Louisiana

David Ranson
University of Chicago (fmr.)

Alessandro Rebucci
Johns Hopkins University

Martin Regalia
U.S. Chamber of Commerce

George Reisman
Pepperdine University

Philip Rothman
East Carolina University

John Rowe
University of South Florida

John Ruggiero
University of Dayton

Mark Rush
University of Florida

Thomas Rustici
George Mason University

Saras Sarasvathy
University of Virginia



Edward Graham
University of North Carolina-
Wilmington

Kenneth Greene
Binghamton University

Joanne Guo
University of Bridgeport

Arne Hallam
Iowa State University

Stephen Happel
Arizona State University

Lydia Harris
Goucher College

Barry Harris
Economists Incorporated

Sean Hernandez

University of Southern California

John Hilston
Eastern Florida State College

Bradley Hobbs
Clemson University
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John Seater
Boston College

Carlos Seiglie
Rutgers University

Nilopa Shaw

University of California — Irvine

James Shaw
University of San Francisco

Stephen Shmanske
California State University

William Shugart
Utah State University

John Silvia
Dynamic Economic Strategy

Brian Simpson
National University

James F. Smith
EconForecaster, LLC
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The following economists became signatories of NTU’s letter expressing concerns over price
controls for prescription drugs after initial publication in 2018:

William Butos Daniel Klein Lydia Ortega
Trinity College George Mason University San Jose State University
Thomas Hazlett John McArthur Michael Sykuta

Clemson University Wofford College University of Missouri - Columbia



