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In The Matter of Most Favored Nation Pricing

The American Consumer Institute is an independent 501(c)(3) education and research organization. Its
mission is to identify, analyze, and protect the interests of consumers in selected legislative and
rulemaking proceedings in information technology, health care, insurance, and other matters.

We write to communicate the negative consumer impacts that would arise from the codification of
Most Favored Nation (MFN) pharmaceutical pricing.* MFN, like all reference pricing schemes, delays the
launch of new pharmaceuticals, restricts patient access to medicines, and reduces pharmaceutical
innovation,? worsening health outcomes.?

The MFN plan proposed by President Donald Trump is an extreme version of European external
reference pricing, in which countries benchmark prices against one another, undermining the market
process. In Europe, this system has distorted drug launch strategies, as manufacturers delay or avoid
introducing products in lower-price markets to prevent downward pressure on prices elsewhere.” As a
result, drugs are launched in fewer countries, allowing manufacturers to maintain higher prices in
markets with access by avoiding unfavorable reference points.’
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The result is reduced access to new medicines for millions of patients and diminished revenue for
future innovations.® Europe again provides a clear example: prior to widespread adoption of reference
pricing, it led the world in pharmaceutical research.” Given the size of the U.S. pharmaceutical market,
similar launch delays would affect millions of patients in countries referenced by the U.S., as
manufacturers seek to preserve higher prices. While this dynamic would have limited impact on U.S.
prices, it would significantly reduce pharmaceutical exports, thereby constraining revenue that funds
research and development—an expensive, multi-year process.?

For all these costs, price controls produce only temporary savings that dissipate within one to two
years.® Lowering drug prices without sacrificing access or innovation requires increasing competition
through expanded patient choices and price transparency.

Patients need greater access to generics and biosimilars—particularly interchangeable biosimilars.
Congress should direct the Food and Drug Administration to streamline approval requirements for these
products. The FDA has acknowledged the need to revise its biosimilar approval framework, especially
regarding interchangeability.’® Congress should ensure that the FDA treats biosimilars as
interchangeable by default. Generics typically reduce prices by 80 to 85 percent.™ Although biosimilars
are more complex, they have similar potential to lower the cost of some of the most expensive
medicines, including cancer therapies.

With more options available, providers should ensure patients are informed when paying the pharmacy
directly is less expensive than using insurance. In many cases, a pharmacy's cash price is lower than a
patient’s copayment.’ With clear information on prices and options—including growing direct-to-
consumer pharmaceutical models**—patients can make informed choices, restoring competitive
pressure that lowers prices and supports innovation rather than suppressing it through price controls.
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Importing European price controls will not benefit patients. Expanding options, improving transparency,
and strengthening competition will lower drug prices without delaying access to and development of
new therapies.

Respectfully,

Justin Leventhal
Senior Policy Analyst
The American Consumer Institute

4350 N. Fairfax Drive
Suite 725
Arlington, VA 22203

Justin@TheAmericanConsumer.0Org
www.TheAmericanConsumer.org
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