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(1) 

HEALTH CARE IS UNAFFORDABLE: ANTI-
COMPETITIVE AND CONSOLIDATED MAR-
KETS 

WEDNESDAY, MAY 17, 2023 

HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON HEALTH, 

COMMITTEE ON WAYS AND MEANS, 
Washington, DC. 

The subcommittee met, pursuant to call, at 2:02 p.m., in Room 
1100, Longworth House Office Building, Hon. Vern Buchanan 
[chairman of the subcommittee] presiding. 

Chairman BUCHANAN. The committee will come to order. To-
day’s hearing will focus on healthcare marketplace and how it’s be-
come more consolidated and less competitive in recent years lead-
ing to higher prices and fewer options for patients. There are many 
facets that contribute to this problem, and we need to work to-
gether and find bipartisan solutions. Whether we are talking about 
insurers by and large, PBMs, pharmacies, or even medical practice 
to create huge corporations, insufficient site neutrality policies and 
Medicare, large nonprofit hospitals buying everything in sight, pro-
hibition on physician-owned hospitals—we hear time and time 
again from our constituents that our healthcare system is failing 
patients since current Federal incentives make the system less 
competitive, and more expensive. 

I represent one of the oldest districts in the country with about 
250,000 seniors living there. Some of the best competition 
healthcare marketplace has found in Medicare Advantage and 
Medicare part D, with part D celebrating frankly its 20th anniver-
sary this year. Initially, Republican ideas, these programs have 
found their ways to keep out-of-pocket costs down for seniors and 
have robust marketplaces where enrollees can shop for plans that 
work best for them. 

On the other end of the spectrum, one of the worst examples of 
consolidation over the last few years is the increased and some-
what referred to as a vertical integration. This most often occurs 
when you have insurers, MM—PBMs and pharmacy-merged cre-
ated a huge monopoly which decreases patient access and increases 
prices. 

While the FTC allows these mergers to occur, there are different 
areas of healthcare. They nonetheless create problems. They result 
in fewer options for patients and reduce competition. We can all 
agree that prescription drugs cost too much, but while generics ac-
count for 90 percent of the prescriptions filled each year, the three 
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PBMs control about 80 percent of the market share. Competition 
isn’t working how it should. 

Unfortunately, consolidation like this isn’t unique to insurers. 
And pharmacies, large hospital systems are moving into the area 
where they previously had no footprint, buying up smaller hos-
pitals and independent practices in order to increase their size and 
stamp out competition. 

The hospital care accounts for nearly one-third of all the 
healthcare spending over $1.3 trillion in 2021. The spending will 
only continue to increase if we don’t find ways to create more site- 
neutral and increase competition in areas where one healthcare 
system buys up or drives out all the others. 

Actions like these are a disservice to our constituents, and it is 
time we shine a light on them. We all want to preserve and pro-
mote access to high-quality healthcare for all Americans, but Con-
gress has looked the other way too long, and we can’t let this con-
tinue. I have worked with my colleague Speaker McCarthy on the 
Healthy Future Task Force to come up with ideas in how to ad-
dress affordability and the lack of competition in healthcare. The 
findings and recommendations we released last summer are just a 
starting point. We must work together in this committee to find 
common ground and apply what we have learned to craft bipar-
tisan solutions. 

Any policies we should aim at should save patients money by 
paying doctors based on the care they receive rather than what 
they give, encourage greater competition, not consolidating, and en-
sure no one can gain assistance through anticompetitive behavior 
that harms our constituents. 

It won’t be easy, but our constituents are the ones hurt by the 
inaction, and we owe it to them to fix the problem. As I said, I am 
hopeful that we can find bipartisan solutions to the problems of 
consolidation in the healthcare market. I look forward to working 
with my colleagues from both sides of the aisle, to right this wrong. 

I now am pleased to recognize the gentleman from Texas, Mr. 
Doggett, for his opening statement. 

Mr. DOGGETT. Well, thank you very much, Mr. Chairman, for 
hosting today’s hearing. I believe that you have a topic here on 
which we can get some bipartisan cooperation, consolidation, and 
competitive activity in the healthcare market. I look forward to 
working with you to address some of the recommendations that our 
witnesses are offering. I have always supported a competitive free 
market as the best way to ensure fair prices and promote innova-
tion. Good old-fashioned American competition has brought us 
technologies that we rely upon today. And healthy markets mean 
reasonable prices for a wide range of products and services. When 
competition is reduced and whittled away, monopolies and oligop-
olies hike prices, ignore equality, and work to maintain the monop-
oly power rather than advancing new innovations. 

Some of our greatest health market failures are occurring in the 
pharmaceutical space. With three pharmacy benefit managers, as 
you just mentioned, now controlling about 80 percent of the mar-
ket, and all three consolidated with an insurer and a pharmacy, 
the PBM market is full of conflicts. Community pharmacists, like 
Mr. Moose who will testify, like my friend, Ray Carbajal in San An-
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tonio, and many others are all too familiar with the problems pro-
posed by consolidation. These community pharmacists are a vital 
part of our healthcare system, offering their patients invaluable 
professional counseling that they are not receiving anywhere else. 

And just as hospital and provider consolidation is edging out 
independent providers, PBM and pharmacy consolidation is result-
ing in independent community pharmacies being blocked from net-
works or effectively edged out through anticompetitive contracts. 

I don’t believe that there is any single PBM reform that is a pan-
acea. And I think some of those that are recommended will do more 
harm than good if implemented in isolation without reforms that 
are directed toward manufacturing prices. 

We need the guardrails that harness the negotiating power of 
PBMs while ensuring a fair market. And recognizing that many 
drug prices are effectively nonnegotiable because of former monopo-
lies, we need policies that ensure reasonable prices from the mo-
ment a drug is launched and timely generic competition to further 
reduce costs. 

In the pharmaceutical space, government-sanctioned monopolies, 
group patents, have granted manufacturers lengthy periods of mar-
ket exclusivity and monopoly pricing power. Big Pharma then ma-
nipulates our patent system to extend their monopolies and delay 
competition just as long as they possibly can. By one estimate, 
about $40 billion in taxpayer dollars were wasted in 2019 alone on 
drugs for which Big Pharma was able to delay competition. 

Thanks to this anticompetitive behavior and monopoly prices, 30 
percent of American adults report not picking up prescriptions or 
skipping doses because they couldn’t afford the prescription. Last 
year, one single pharmaceutical manufacturer made over $100 bil-
lion in revenue. Where are those profits going? Well, we would like 
to think they are directed toward new cures. But, in fact, Pharma 
pours millions into lobbying this Congress to block even the small-
est reform. And after years of denying that there was a drug-pric-
ing problem, they began almost daily pointing their finger at their 
favorite bogeyman, pharmacy benefit managers. 

I can’t open a Capitol Hill newspaper without seeing a colorful 
Pharma ad attacking PBMs and there is a reason for that. Because 
despite their limitations and restrictions, PBMs are the only part 
of the supply chain that is pushing back on monopoly drug prices. 
Though, I am certainly not a defender of some PBM anticompeti-
tive behavior, these so-called middlemen are one of the few tools 
available to contain outrageous manufacturer prices. 

Since Big Pharma secured a law that began in this committee 
room to deny Medicare the right to negotiate drug prices, pharmacy 
benefit managers are among the few that are able to negotiate sub-
stantial discounts. And increasing healthcare consolidation com-
bined with flawed system design and policies that sanction monop-
oly behavior is failing patients across the healthcare system. There 
is much more to say, Mr. Chairman, but I know we have witnesses 
to hear, and I look forward to working with you towards some solu-
tions. 

Chairman BUCHANAN. Thank you. I appreciate that. I will now 
introduce our witnesses. Mr. Richman is a professor at Duke Law 
School; Mr. Mulready is the Oklahoma Insurance Commissioner; 
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Mr. Moose is the community pharmacist in North Carolina; Mr. 
Isasi is executive director of Families USA; Dr. Rome is a Professor 
of Medicine at Harvard Medical School. 

The committee has received your written statements, and they 
will be made a part of the formal hearing record. Mr. Richman, you 
are recognized. 

STATEMENT OF BARAK RICHMAN, PROFESSOR, DUKE LAW 
SCHOOL 

Mr. RICHMAN. Thank you. 
Chairman BUCHANAN. Turn on your mic. 
Mr. RICHMAN. Thank you, again, Mr. Chairman, and members 

of the committee. It is a distinct honor to testify before you today 
about a matter that is extraordinarily important to the Nation’s 
long-term fiscal health, as well as its physical health. Precisely be-
cause the topic is so important, I am delighted to report that some 
things in healthcare are not complicated. One rudimentary prin-
ciple of economics applies in healthcare as elsewhere, when there 
is less competition, prices go up, quality grows down, innovation is 
stifled. This has been especially true for America’s hospitals. The 
title of today’s hearing has the matter exactly right. Why is 
healthcare unaffordable? It is because of consolidated markets, and 
especially because of consolidated hospital markets. The cost of 
healthcare is unsustainable not because we consume too much 
healthcare, but because we pay too much for the healthcare that 
we do consume. Prices are the problem. The biggest problem is hos-
pital prices, and hospital prices are high because of hospital mo-
nopoly power. 

It took a long time to convince policymakers, business leaders, 
and judges that it was bad to allow hospitals to merge. Antitrust 
enforcement has beefed up in this area, and it has commendably 
earned some successes. It needs our further support. But competi-
tion policy and healthcare need to go beyond traditional prevention 
of hospital mergers. My testimony outlines three critical policy 
areas in need of attention. 

Number one, any competitive conduct by current hospital monop-
olists. In other words, we need to limit the damage that is now 
being reached by monopolists that we were allowed to form. Num-
ber two, the rise of hospital physician mergers. Markets and pa-
tients alike suffer a variety of harms when hospitals acquire near-
by physician practices. These acquisitions have been sweeping 
across the country for approximately the last 10 years. And third, 
the rise of hospital mega mergers, or so-called cross market merg-
ers. These are also sweeping across the country, and they do not 
create benefits for patients, but do create significant harm on mar-
kets. 

I offer three general suggestions to improve competition policy in 
healthcare sector, and especially to address the problem of hospital 
monopolies. First, I encourage charging CMS with more respon-
sibilities in advancing competition policies and competition objec-
tives. They have enormous capacity to help in competition policy. 
Second, private employers who are the primary purchasers of 
healthcare in the commercial market could do much more to im-
prove the efficiency of markets and to the welfare of their employ-
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ees. ERISA offers some productive tools in encouraging these pur-
chasers to be more wise in their purchasing of healthcare, and 
more loyal fiduciaries to their employees. 

And third, we need to confront a growing trend in which State 
legislators are immunizing hospitals from normal antitrust enforce-
ment, and thus, shielding even the worst conduct from scrutiny. 

I speak to you as a proud North Carolinian. So, this is with enor-
mous dismay that I report that the North Carolina Senate recently 
approved a bill that would give full antitrust immunity to one of 
the State’s major health systems. This bill would permit all of the 
monopolistic conduct that this committee and this hearing decries. 
This problem is not specific to North Carolina, but North Carolina 
is the most recent, and in many ways, the most brazen instance of 
this trend. 

We cannot make any progress on competition policy if State leg-
islatures block the antitrust laws at square one. Congress can pre-
vent State legislatures from protecting their favorite hospital mo-
nopolies. But these actions and these recent developments suggest 
that we all have much work to do, not just in advancing the right 
policies, but also convincing policymakers nationwide of the real 
harms of consolidated hospital markets. Thank you. 

[The statement of Dr. Richman follows:] 
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Chairman BUCHANAN. Thank you, Mr. Mulready, you are now 
recognized. 

STATEMENT OF HON. GLEN MULREADY, COMMISSIONER, 
OKLAHOMA INSURANCE DEPARTMENT 

Mr. MULREADY. Thank you. Good afternoon, Chairman 
Buchanan, Ranking Member Doggett, and members of the sub-
committee, my name is Glenn Mulready. I currently serve as the 
13th elected Insurance Commissioner from the great State of Okla-
homa. I have served in this role for the past 4 years, having just 
been reelected for another 4 years in November. Previously, I 
served in the State legislature. For 8 years, I chaired the insurance 
committee, and later served as the majority floor leader. This past 
year, I chaired the health insurance committee for the National As-
sociation for Insurance Commissioners. 

I have basically been in the insurance business my whole life. 
This coming October will be 40 years since I was first licensed. The 
27 years previous to me becoming Insurance Commissioner was 
solely focused in the health arena. Like my counterparts in other 
States, I work to maintain competitive markets for insurance in my 
State. 

Competition is strong in Oklahoma. In our individual market, we 
have six insurers currently offering coverage. However, assuring 
competition for health insurance can be challenging to the complex 
interaction of State and Federal regulations. ERISA keeps the ben-
efits of self-funded employer plans outside of State jurisdiction. 
Adding to the challenge is the complicated healthcare delivery sys-
tem with many sources of coverage, providers of service, and mid-
dlemen, like PBMs that we have heard about already, some of 
which fall under our authority at the State insurance regulatory 
role, and some of which do not. 

Today’s topic is one I have worked on for more than two decades 
in Oklahoma. There are many facets in the healthcare delivery sys-
tem. The one component that I have lived in during this time is 
the financing of healthcare. 

Over my years in the business, we have seen a constant pull be-
tween hospitals and healthcare systems and health insurers who 
continue to try to constrain costs and manage care in order to try 
to keep premium costs down and affordable to consumers. 

The consolidation of hospitals and healthcare systems have made 
this even more difficult. Our rural communities have specifically 
been hard-hit. I am a strong believer in the competitive free mar-
ket system. However, the consolidation that has taken place has 
not helped in this constant struggle. 

A specific area of great concern is the rising cost of prescription 
drugs. Over the past 20 years, we have seen this move from an av-
erage of mid-teens with health insurance premiums to now 22 per-
cent, where it stands today. In Oklahoma, our legislature has spe-
cifically targeted PBMs, trying to reel in some of the market con-
trols and trade practices that have become commonplace in that 
area. PBMs are companies that handle prescription drugs services 
for health insurance companies as well, as large, self-insured em-
ployers. It handles things like network to pharmacies, formularies, 
processing prescription drug claims, et cetera. 
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We have been enforcing this legislation since September 1 of 
2020. During this time, we have received complaints of over 
300,000 violations. We have issued fines of over $3.5 million, and 
have reimbursed back to local pharmacists over $700,000. We find 
ourselves on the tip of sphere on this nationally hot topic. And, in 
fact, just yesterday, landmark ERISA case, PCMA v. Mulready, 
was heard in federal appeals in the Tenth Circuit in Denver. This 
case involves the issue of State laws in pertaining to PBMs and 
ERISA plans. 

The lower courts in this case have generally decided that there 
is not an ERISA preemption for our law. In an earlier case, it 
ended up at the U.S. Supreme Court. A similar decision was ren-
dered in PBM v. Rutledge case. 

The PBM market is controlled by three large PBMS as you have 
heard. These are very large. We are talking two of the three are 
in top Fortune 10 companies. This can lead to reduction in costs— 
I am sorry. They also have become vertically integrated. Meaning 
these companies own a health insurance company, they have a 
PBM, and in some cases, a chain of pharmacies. This can lead to 
a reduction in costs due to leverage with wholesalers and manufac-
turers, but also can lead to strategies to maximize profits, such as 
spread pricing, preferred formulary placement, and to regain that 
profit. In this area, as in much of what I would have to say and 
the broader conversation is that transparency is critical. 

An important aspect of competition among health insurers is es-
tablishing a network of providers. The payment rates and other 
contract terms insurers negotiate with the providers who make up 
their networks. There is a long way of determining health insur-
ance premiums and the level of competition for health insurance. 

Another practice we have seen in our market is higher prices 
charged by hospitals for care delivered in outpatient departments. 
A hospital outpatient department that is located offsite might pro-
vide the same services in a physician’s office in the same type of 
clinic but at a large facility fee because of the hospital affiliation. 
This raises prices with no benefit to the insured. 

It also tends to limit competition because it creates a large incen-
tive for hospitals to acquire visit practices so the hospital can start 
adding facility fees to their bills. And to expedite this, I will say 
in Oklahoma, we have been working hard to promote competition 
by protecting consumers’ ability to use retail pharmacies when and 
where they choose. 

We hope Congress will support us in our efforts to limit anti-
competitive practices in healthcare by PBMs and other entities. It 
can do that by protecting State authority. Thank you for the oppor-
tunity to be here today as we work together to protect consumers 
and ensure access to affordable choices. Thank you. 

[The statement of Mr. Mulready follows:] 
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Chairman BUCHANAN. Thank you. Mr. Isasi, you are now rec-
ognized. 

STATEMENT OF FREDERICK ISASI, EXECUTIVE DIRECTOR, 
FAMILIES USA 

Mr. ISASI. Thank you very much and thank you for the oppor-
tunity to testify today. My name is Frederick Isasi. I am the execu-
tive director of Families USA, a national nonpartisan voice for 
helping consumers for over 40 years. 

Simply put, our healthcare system has lost its way. We have in-
credibly expensive and unaffordable care. We are not delivering on 
the promise of health our families deserve. And we are creating 
terrible financial insecurity and debt for families across the Nation. 

Consider, for example, that almost half of all Americans have to 
forego medical care due to outrageous costs. For a third, healthcare 
costs are interfering with basics, like heat or rent. And for over 40 
percent of Americans, that is over 100 million people. They live 
with the crushing burden of medical debt. And this includes tens 
of millions with health insurance. They have been paying their pre-
miums every single month, and still are being saddled with that. 
This financial crisis is occurring despite the fact that we spend two 
or three times more than other wealthy nations on healthcare. 
That is $13,000 for every woman, man, and child in this country, 
$13,000. And for all this money, what are we getting? Very often, 
we are getting low quality care that is hurting our Nation. 

In fact, compared to other wealthy nations, Americans are much 
more likely to die when they enter the healthcare system when the 
system should have saved their life. Much more likely. And believe 
it or not, 250,000 people a year in this country die, not from their 
illness, but from the medical system itself. 250,000 moms and dads, 
children, friends and neighbors, grandparents die each year, be-
cause the medical system kills them, not their illness. 

At its core, our Nation’s healthcare affordability and quality cri-
sis are driven by a fundamental misalignment between the busi-
ness interest of the healthcare sector and the health and financial 
security of our Nation’s families. Americans, in many communities, 
have watched for decades as their local hospitals became health 
systems, those health systems were then purchased and became 
part of large healthcare corporations. What most have not realized 
is how much this has destroyed any real competition in our 
healthcare sector, allowing hospitals to act as monopolies and abu-
sively increase prices year over year. 

In the most recent decade, hospitals have increased their prices 
four times faster than our paychecks. Four times faster. The Amer-
ican people need you to act now. First and foremost, we need the 
information to hold the healthcare sector accountable. We urge 
Congress to pass legislation to strengthen the hospital price trans-
parency rule. How can a hospital probationer argue against pa-
tients being able to know in advance how much a service will cost 
us? 

Second, the committee should address price gouging by sight of 
service. To understand what that looks like, let me tell you about 
a patient. Her name is Katy Young Lee. 
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Ms. Lee spent decades working at a dry cleaner, and at 72 years 
old has very painful arthritis in her hand. Once a year, she goes 
to the rheumatologist for steroid injections to relieve the pain. 
Typically, each round of injections cost about $30. And about 2 
years ago she arrived at her usual appointment, and the 
rheumatologist had moved upstairs. Ms. Lee didn’t think much 
about that. The rest of the appointment went as usual. But she re-
ceived a bill for $1,394. That is right. Her bill is increased from $30 
to $1,400. The clinic that Ms. Lee went to had been moved from 
an office-based practice to a hospital-based practice, and as a re-
sult, increased their prices by 4,000 percent. 

This is crazy. It makes no sense. And it is an example of the cor-
porate looting going on in our healthcare system. We urge the com-
mittee to implement site neutral payment policies as recommended 
by the Medicare Payment Advisory Commission. 

And, finally, we urge the committee to ban anticompetitive prac-
tices and clauses in healthcare contracting agreements. You may 
have all seen the news this morning, it looks like about two-thirds 
of the healthcare workforce are all subject to these agreements. 
Two thirds. 

Let me close by saying that these aren’t just smart commonsense 
solutions, they are also wildly popular. The American people want 
action. Most voters on both sides of the aisle want this by a mile. 
Thank you, again, for holding this hearing today and inviting us 
to testify. I am happy to take any questions. 

[The statement of Mr. Isasi follows:] 
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Chairman BUCHANAN. Thank you. Mr. Moose, you are now rec-
ognized. 

STATEMENT OF JOE MOOSE, OWNER, MOOSE PHARMACY 
Mr. MOOSE. Thank you. I greatly appreciate the opportunity to 

speak with you about why healthcare is unaffordable. My name is 
Joe Moose. I am a pharmacist and co-owner of Moose Pharmacy in 
seven locations in North Carolina. My pharmacy was started by my 
great grandfather in 1882 in Mount Pleasant, and is still there 
today in the same location, where I practice with my brother as 
fourth generation pharmacists. I am a member of the National 
Community Pharmacist Association. Over the past 140 years of our 
pharmacy, our community pharmacies in rural North Carolina 
have been the primary access point for those in need of healthcare. 
We are the only pharmacy for miles in many communities. This is 
now being jeopardized by the pharmacy benefit managers that de-
termine who has access to our pharmacy, what prices patients pay, 
what reimbursements pharmacies receive, and what mediations are 
on the formulary. This is all being done under the guise of pricing 
drugs lower. 

The most expensive patient to the healthcare system is not the 
patient with diabetes, hypertension, and high cholesterol who takes 
ten medications a month. It is that same patient who takes zero 
medications a month because the PBM has put up barriers limiting 
their access to care. 

What about the senior who is not comfortable driving 15 miles 
to the big city that has a PBM-owned pharmacy so that patient 
must pay cash for the full price of their medication at our phar-
macy, because we are not in network? How much cost savings is 
there to the patient who does not have transportation and goes 
without medicine? Is there really a savings if a higher price pre-
ferred brand drug by the PBM sends the Medicare patient into the 
donut hole faster and the patient is now paying out of pocket? Who 
is recognizing these savings? The PBM. Not the patient, not the 
payer. These are not exceptions like they will have you believe. 
These happen daily in our community. 

As you know, the PBMs own drug plans, the pharmacy, the phy-
sician’s office. They steer patients to utilize their PBM-owned phar-
macy. Today the top three PBMs: Paramount, owned by CVS, 
which owns Aetna; Express Scripts, owned by Cigna; and Optima, 
owned by United, control 80 percent of the market. 

I hear many patient experiences with PBMs every day where 
people in my existing customer base have received letters, phone 
calls, and even gift cards encouraging them to transfer their pre-
scription, making them believe that they don’t have the option to 
come to my pharmacy anymore. This happened to a family member 
of one of my pharmacists just this week. Keep in mind that the cli-
entele that the PBMs are targeting are often seniors who have se-
lected Medicare plans. This type of marketing and coercion can be 
very confusing and troubling to seniors. Many times, they have 
come to me in great distress. They don’t want to leave our phar-
macy where they know the pharmacist, and the pharmacist knows 
their healthcare situation, but they feel pressured to change. The 
PBMs act like a toll booth collecting fees from local pharmacies, in-
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cluding harmful pharmacy direct and indirect remuneration, or 
DIR fees, for which are getting worse. Pharmacies continue to see 
take-it-or-leave-it Medicare part D contracts where the reimburse-
ment rates are significantly below our cost to purchase brand-name 
drugs. 

Pharmacists also see these low reimbursement rates in Medicaid 
while the PBMs turn around and bill the States a higher rate and 
keep the excess. This practice is known as spread pricing. And 
more and more States are waking up and banning this. 

The claim of the PBM is that they are saving the patient and the 
healthcare system millions of dollars. Millions of dollars of what 
price. I could offer any of you 50 percent off if you come in my 
pharmacy today. The question should be, 50 percent off of what 
price? A price that is made up. 

If the PBM industry continues to go unchecked and is not trans-
parent in the operation, you run the risk of putting businesses like 
Moose Pharmacy and thousands of other pharmacies out of busi-
ness. If these pharmacies that operate in underserved areas are 
forced to close, you will be left with a deficit of care for patients, 
which will ultimately drive up the cost even more of care for those 
individuals, as well as delay in care. Decreased access and less 
competitive marketplace with higher prices. The patients lose and 
the taxpayers lose. 

You ask why healthcare is unaffordable, PBMs act like toll 
booths on the highway of healthcare. They collect fees which they 
get to make up from who they want based off pricing schemes that 
they create. Community pharmacies are eager to work with the 
committee to address anticompetitive practices and consolidated 
PBM market that has worsened with vertical integration. Congress 
must consider legislation to address PBM practices and Medicare 
and Medicaid, especially as prescription drug prices continue to in-
crease at an alarming rate. 

I applaud the committee. A applaud the committee for holding 
this hearing and looking forward to congressional action to reform 
PBM practices in a way that will lower drug prices at the phar-
macy counter for our patients. Thank you. 

[The statement of Mr. Moose follows:] 
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Chairman BUCHANAN. Thank you. Dr. Rome, you are now rec-
ognized. Dr. Rome. 

STATEMENT OF BENJAMIN N. ROME, M.D., M.P.H. INSTRUCTOR 
IN MEDICINE, HARVARD MEDICAL SCHOOL 

Dr. ROME. Chairman Buchanan, Ranking Member Doggett, 
members of the subcommittee, my name is Ben Rome. I am a prac-
ticing primary care physician and instructor in medicine at Har-
vard Medical School and health policy researcher in the Division of 
Pharmacal Epidemiology and Pharmacal Economics at Brigham 
Women’s Hospital in Boston. 

My research focuses on the use, regulation, and cost of prescrip-
tion drugs. And I am honored to be here today to talk with you 
about how to make medications more affordable to patients. 

One out of every four Americans has difficulty affording their 
prescription drugs. This has serious consequences, because effective 
medications do not work when patients cannot afford them. The 
main driver of high drug prices in the U.S. is simple. We grant 
drugmakers patents and other government protections that prevent 
competition during periods of market exclusivity. During this time, 
we let drugmakers freely set and raise prices as high as the market 
will bear. As a result, we have seen prices for new drugs skyrocket. 
The average price for a year supply of a new drug entering the 
market has soared from $2,000 in 2008 to more than $180,000 in 
2021. 

The most important actions that Congress can take to make pre-
scription drugs more affordable is to address the high prices set by 
manufacturers. For example, Congress could expand the authority 
for Medicare to negotiate prices that was included in the Inflation 
Reduction Act. And Congress should promote policies that encour-
ages timely generic competition, such as preventing manufacturers’ 
abuse of the patent system. 

Recently, there has been a lot of concern among Members of Con-
gress about the role pharmacy benefit managers play in prescrip-
tion drug prices. Most health insurance plans contract with PBMs 
to manage their prescription—to manage prescription drugs. To 
control costs, PBMs create formularies that steer patients for its 
less expensive medications. And to do this, they charge patients 
higher out-of-pocket costs, or they restrict access to high-cost medi-
cations. These formulary tools can be frustrating for clinicians and 
for patients, particularly when they prevent or delay the appro-
priate use of medications. 

For policymakers, it can be tempting to enact rules that protect 
patients by capping out-of-pocket costs or blocking utilization man-
agement tools like step therapy. 

However, PBMs use these formulary tools to negotiate discounts 
from drug manufacturers. And enacting policies that restrict PBMs’ 
ability to manage formularies will impede their ability to negotiate 
lower prices for some drugs. To avoid this, such policies need to be 
paired with other policies that directly address the root problem. 
High prices set by manufacturers. That is it. 

There are several practices with how PBMs conduct business, 
and Congress should address these. I will discuss three today that 
have clear policy solutions. First, rather than directly negotiating 
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for lower drug prices, PBMs negotiate rebates that are paid by 
drug manufacturers after the point of sale. In some cases, PBMs 
retain some of the rebates as profit. In addition, the out-of-pocket 
costs for patients using expensive medications are usually based on 
manufacturer list prices that do not include rebates, even in cases 
when PBMs have negotiated substantial discounts. 

Congress should fix this by requiring PBMs to pass 100 percent 
of the rebates they negotiate onto plan sponsors, and to require the 
plan sponsors use these rebates to lower premiums and offer more 
generous coverage. In addition, Congress should prohibit PBMs and 
insurers from tying patient out-of-pocket costs to list prices that ex-
clude rebates. Second, PBMs sometimes contract with health plans 
and use the strategy called spread pricing, in which the PBM 
charges insurance plans more than they pay pharmacies, allowing 
them to pocket the difference. This misaligns financial incentives, 
allowing PBMs to profit from higher prices. Congress should pre-
vent PBMs from engaging in spread pricing. 

Finally, each of the major PBMs now owns or affiliates with a 
mail-order specialty pharmacy. Increasingly, PBMs are steering pa-
tients to purchase medications at their own pharmacies. And this 
is a serious conflict of interest, because PBMs are negotiating 
prices that are paid to their own pharmacy. To address this, Con-
gress should ask the Government Accountability Office to inves-
tigate the impact of vertical consolidation between PBMs and phar-
macies, and additionally, PBMs should be required to disclose mar-
kets when they fill medications at their own pharmacy. 

Despite these problems with PBMs, it is important to remember 
that the primary driver of prescription drug prices in the U.S. is 
high brand-named drug prices set by manufacturers. Drug compa-
nies love to point fingers at PBMs, and there are some problems 
with how PBMs conduct business. But to really make medications 
more affordable to patients, Congress needs to address the sky-
rocketing prices set by drug companies. Thank you for the invita-
tion, and I look forward to your questions. 

[The statement of Dr. Rome follows:] 
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Chairman BUCHANAN. I want to thank you for your testimony. 
I want to thank all our witnesses for being here, taking time out 
of your schedule. This makes a huge difference to the sub-
committee. Well, I would like to proceed now to questions-and-an-
swer session. I will begin. 

Mr. Mulready, you took on the PBMs in Oklahoma, and one 
paved the way for States to regulate benefits to design. Given your 
success, what would you recommend? What would be a couple of 
things to fix the broken system of incentives that PBMs create in 
order to drive down the cost in terms of our constituents and pay 
for prescriptions? 

Mr. MULREADY. Thank you for the question. You know, the 
Oklahoma legislation, I didn’t get to that in my opening statement, 
but attacked things like transaction fees, outlaw the ability of 
PBMs to charge transaction fees. A very black-and-white thing that 
could be addressed. Also, it did a lot in regards to steerage. Steer-
ing to, as we have heard from the panel here, much of the panel, 
steering towards owned pharmacies and limiting that choice. Our 
law says that you are not allowed to steer. Any in-network phar-
macy and any pharmacy can be in network; that they could be uti-
lized within that. If you are going to mention the pharmacy by 
name, you have to mention all pharmacies. So those are some 
things that were addressed in Oklahoma law. 

Chairman BUCHANAN. Thank you. Mr. Moose, according to the 
incredible story of how your family being in business, according to 
some estimates, there are just 1,900 independent pharmacies in 
the U.S., but they do employ 240,000 people. 

If you were to change a couple of things as it relates to BPMs 
that adversely affect your business in the industry, what would 
they be? Could you expand or expound a little bit on what you said 
a little bit earlier? 

Mr. MOOSE. Yeah, absolutely. Thank you for the question. 
Transparency. There is no transparency. We have a mechanism for 
pricing roles which is NADAC. So, when they have their price, it 
is a made-up price. And then also have the ability to give us some-
thing called a maximum allowable cost on a drug where they throw 
out all the rules, and they make up their own price for that. 

So, to make pricing based off NADAC, a published transparent 
pricing model, and then a dispensing fee on top of that, would be 
a great start for it. 

Chairman BUCHANAN. Well, thank you. I now recognize the 
ranking member, Mr. Doggett, for any questions he might have. 

Mr. DOGGETT. Thank you, Mr. Chairman. And thanks to the 
testimony all of you provided. My concern—and I will direct this 
to Dr. Rome—is I want to address the problems that Mr. Moose so 
effectively described without wrecking the ability of the only partic-
ipant in this process to push back against Big Pharma manufac-
turing costs or prices. You mentioned several specifics, and I am 
pleased you have been so specific. I think one of them, getting the 
Governmental Accountability Office to investigate the impact of 
vertical integration ought to be something we can do as a bipar-
tisan request, even without legislation. And I think we should do 
that. 
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On the other ones that you mentioned, the three or four specifics 
that you have, of which I suppose the most significant is requiring 
that 100 percent of rebates be passed on; if we were to do all of 
that, as you recommend, without doing anything about the anti-
competitive practices of manufacturers, what would the impact be 
on the system? Is that what you are recommending, or is there 
some portion of these you are recommending? How do we avoid the 
system becoming even more imbalanced than it is today? 

Dr. ROME. Thank you for the question, Mr. Doggett. I do think 
that we—that Congress and this committee should pay attention to 
PBMs and think about some reforms that really put the patient 
and the consumer at the center of the legislation. And that includes 
avoiding gaming and avoiding the made-up prices, essentially the 
prices that were being passed on to patients. 

Now those list prices are set by drug manufacturers. And to your 
point, PBMs are negotiating lower prices for some drugs. Now, for 
brand-name drugs, there is no direct competition. Drug manufac-
turers do as much as they can to extend the period by which—dur-
ing which there is no competition. In some cases, PBMs have the 
ability to leverage competition between different brand-name 
drugs. And if you do impose restrictions on their ability to do that, 
such as, you know, sort of just restricting their ability to use tools 
to do that, you do risk prices going up. But, ultimately, they are 
negotiating off the price set by manufacturers, so you should be 
tackling both problems at the same time. 

So, the Inflation Reduction Act does both. It addresses high 
prices by manufacturers, and it redesigns Medicare part D to make 
it more effective and a more generous coverage for patients. So that 
is the type of policy that when you combine those things together 
could be very powerful. 

Mr. DOGGETT. Well, the problem we have is that even what I 
view is extremely modest and narrow reforms on Medicare price 
negotiation that were adopted last year, even those are under at-
tack. The ability of this Congress to break free of the stranglehold 
of Big Pharma is just not there. We are not going to expand that 
negotiating authority. And my concern is how much of this PBM 
reform we can accept and adopt, hopefully, on a bipartisan basis 
without leading to even higher drug prices than we have today? 

Dr. ROME. Yeah, I mean, I think that some of the practices 
would benefit from a lot of transparency. So, if there is one thing 
that the committee can do, I agree with some other recommenda-
tions here on the panel. As a researcher and for people who pur-
chase healthcare, we just need more transparency in the prices. 
The rebates that are negotiated by PBMs are completely confiden-
tial. 

Both the PBMs and the manufacturers seem to argue in favor of 
the confidentiality. It is not clear to me that making those con-
fidential will necessarily have a major effect on prices. And I don’t 
know a lot of research that shows that. 

So just shining some light on the prices that are actually being 
paid, making it clear where the problems are in the PBM business 
model would be extraordinarily helpful as a first step as you con-
sider some of these proposals. 
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Mr. DOGGETT. We have talked about these three vertically inte-
grated companies that have 80 percent of the market. Is there 
much competition between the three of them? 

Dr. ROME. Sure. I mean, I think that, you know, the answer is 
yes, that there is competition between the PBMs. Right, they do— 
they are very consolidated. But there are still three of them. So in-
herently, consolidation with PBMs does not necessarily, by itself, 
lead to higher prices, right? They are serving as an effort to push 
back on higher prices by the drugmakers. The monopolies by the 
drugmakers are the thing that are keeping prices high. 

So, the consolidation does have other concerns in terms of how 
they practice their business. So, I would look at those. And in 
terms of, you know, how do we make sure we regulate? Again, we 
kind of put guardrails in place as you so nicely said. So, they can 
negotiate, they can do their jobs, but they can do it without harm-
ing patients. They can’t charge patients, you know, more than the 
cost of the drug. In the case of generic that they can’t charge pa-
tients based on a price that they don’t pay much attention to, they 
are allowing the manufacturer to go up unregulated. Those are the 
practices that need to be addressed. 

Mr. DOGGETT. Thank you, Dr. Rome. And thanks to all of you. 
Chairman BUCHANAN. I now recognize Mr. Smith of Nebraska. 
Mr. SMITH. Thank you, Mr. Chairman. Thank you to our wit-

nesses for sharing your perspective. We are building off of yester-
day’s hearing on price transparency, obviously, and we examined, 
I think, that in an effective way. We know that healthcare con-
sumers can’t plan for health expenditures or even compare prices 
if they don’t have access to accurate cost information, although 
price transparency can empower consumers who only have limited 
choices of plans or providers. We know that most communities only 
have one hospital and a limited number of providers. Over-consoli-
dation can put other areas, even those with more providers in the 
same situation. We must find ways to ensure competition remains 
alive and well, while also expanding options in communities. 

Mr. Richman, when it comes to over-consolidation and the 
growth of large health systems, would you say there is a geo-
graphic pattern, in urban, suburban rural areas? Is it more com-
mon in certain regions of the country as well. 

Mr. RICHMAN. I think the best answer is that most hospital 
markets throughout the Nation are highly consolidated. And both 
urban and rural areas are homes to hospital monopolies. I don’t 
think this is a distinctly urban or rural problem. 

Mr. SMITH. Okay. Thank you. Now, I would like to combat over- 
consolidation and create more consumer options. I will say we need 
policies to foster diverse local, regional, and national competition. 
Obviously, reflecting on your concerns, Mr. Richman. I believe 
that—so this includes Medicare flexibilities, which give bene-
ficiaries more provider options. For example, legislation I recently 
introduced, the Equitable Community Access to Pharmacist Serv-
ices Act or ECAPS would allow for Medicare to pay a pharmacist 
for the testing and treatment for vaccination for common res-
piratory diseases. 

I believe that increasing provider pull gives local pharmacists 
more ways to benefit their communities and can be done while re-
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specting State level scope of practice rules as well. Actually, I think 
it is exciting to see the manifestation of pharmacists bringing more 
value, more opportunities, more information and insight for pa-
tients, especially at the local level. 

Increasing number of services that they can provide those, what 
many would say a lifeline of many pharmacies which operate in 
this increasingly challenging environment. 

Mr. Moose, over-consolidation and a lack of negotiation leverage 
has been cited as a contributor to pharmacy closures, which itself 
leads to further consolidation and decreased consumer options. Can 
you tell us how a pharmacy closure actually impacts community 
and especially a rural community. 

Mr. MOOSE. Yes, absolutely. When you look at a lot of these 
communities out there, especially the rural communities, that is 
the health center of that community. That was the entity that 
stayed open during COVID. That was the entity that immunized 
that entire community during COVID; that also tested those indi-
viduals and got treatment during that time. That is the same enti-
ty out there that is taking care of that community. And those are 
the social determinants that help with those individuals. Those 
other community resources that they could go to. You can’t have 
that through mail order. You know, you can’t have that through 
technology or call centers. You know, the church down the road of-
fers Meals on Wheels or maybe some copay assistance. So, when 
that pharmacy drives up and leaves that community, those individ-
uals in that community suffer. 

And there is a direct relation with the increase of healthcare 
costs when that resource is not in the community. They no longer 
have access to the same quality of healthcare that they have. So, 
they have to go farther, seek more expensive care. And that is if 
they do that. And in a lot of cases, they don’t do that, because they 
don’t have the ability. So, you are actually talking about increasing 
the total healthcare spend considerably. If you look at what com-
munity-based pharmacies do is they fill very cheap generic drugs. 
You are looking at less than 1 percent of the $3.6 trillion budget 
to keep that pharmacy in business. 

Mr. SMITH. Is it fair to speculate that you would receive a call 
from a patient who received their prescriptions through another 
mail order perhaps, but they would expect you to answer questions 
as well? 

Mr. MOOSE. Every single day. We pick up the slack of what the 
mail order—the void it leaves; the person who didn’t receive their 
prescription in the mail. If we have to try to fill—we had an indi-
vidual that had an antibiotic just last week that had an antibiotic 
that was two doses, 3 days apart. They got the first one filled, came 
in 3 days later to get the second dose filled, and the insurance re-
jected it saying it needed a prior authorization. When we spent 2 
hours to get that prior authorization—and the reason they didn’t 
get it is because they thought it was supposed to be coming in the 
mail. When they didn’t receive it in the mail, then we had to spend 
2 hours to get that prior authorization for that individual. So, you 
see that daily. 

Mr. SMITH. Yeah, thank you very much. My time has expired. 
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Chairman BUCHANAN. I now recognize the gentleman, Mr. 
Thompson, from California. 

Mr. THOMPSON. Thank you, Mr. Chairman. Thank you for hav-
ing this hearing. And thank you to all of the witnesses. First, I 
would like to ask Dr. Rome a question. How is it that prescription 
drugs through the VA are so affordable vis-à-vis the private sector? 

Dr. ROME. Sure. The prices at the VA are a lot lower than they 
are in Medicare or in the private sector because the VA is a single 
healthcare system that negotiates prices and sets a clear for-
mulary. They are basically able to have a very strong leverage to 
negotiate low prices on a smaller number of drugs for their patient 
population. 

Mr. THOMPSON. It is substantially different. And I use the VA 
for my cholesterol drug. And it is hundreds of dollars versus a few 
dollars. And it seems to me that we could be moving more in that 
direction, negotiating, using our tremendous buying power to nego-
tiate these prices. 

Dr. ROME. Yeah, absolutely. Medicare has tremendous buying 
power. You see the power that it has on 10 drugs that are going 
to be announced in September. My guess is we have done simula-
tion exercises of that law, and we expect that Medicare could re-
duce its drug spending within the first 3 years by 5 percent. That 
is backed up by the CBO estimates. So, if you do negotiate prices, 
you can make substantial lower prices for patients. 

Mr. THOMPSON. Thank you. I hope we look to the VA for a 
model in this regard. For the other witnesses, I am having trouble 
trying to reconcile the issue of consolation as it pertains to keeping 
the doors open in some of the hospital facilities that we have and 
providing access to closing up the facility. 

And it seems right now it is a real struggle for a lot of folks— 
and I don’t think just in my district. I am seeing it in the suburban 
part of my district and in the rural parts of my district. Folks are 
really struggling. And I think there is a difference in trying to con-
solidate to be able to provide services to consolidate in order to 
maximize profits. 

And so, in the instances when a facility has to consolidate in 
order to continue to provide access, what should we be doing, those 
of us on this dais, to make sure that they are doing it for the right 
reasons, and that people in our community aren’t going to lose ac-
cess? And we just had one, it is in a county that I share with an-
other member about a hospital consolidated and promised to keep 
their birthing center open, something that is really important to 
the community, for 5 years. And within the first year, they tempo-
rarily closed it because they can’t find a doctor or something. And 
their response to the community is, well, you can just drive to this 
next city for birthing practices. And in traffic, it is an hour’s drive 
away. It doesn’t work. So I would have liked to get some direction 
from you expert witnesses, on what we can do to prevent that type 
of behavior. 

Mr. RICHMAN. Yeah, Congressman, your story is very, very 
common. I can’t think of a single proposed hospital merger where 
lots of promises for both efficiencies and access have been made. I 
can’t think of any hospital merger where prices have not signifi-
cantly increased afterwards. There is a lot of empirical evidence of 
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this as well. Whatever the intentions are, when hospitals merge, 
prices go up. It doesn’t matter if the hospital is for profit or non-
profit. It doesn’t matter if they are large or smaller community- 
based. And the only thing I could say as a matter of prospective 
policy would simply be to recognize, especially when hospitals are 
delivering lots of promise benefits, to know that there almost is not 
a counter example of any hospital post-merger not increasing prices 
whatever the market can bear. 

Now, I will say one additional thing. I think that the policy objec-
tive is not to keep the hospital door open, but to keep a provider’s 
door open. Mr. Moose gave a terrific example of how he, as a phar-
macist, provided, and continues to provide, a variety of different 
healthcare services. The same can be said for nurse practitioners, 
for physician groups. And by and large, especially in rural years, 
hospitals give the highest, the most intensive care, and very often 
the most quality care. And to the degree that we really think about 
patients in rural communities and think about how we can main-
tain access to care, we have to think beyond access to hospital care. 
We have to think about more effective community and less inten-
sive kind of care. 

Mr. THOMPSON. Thank you very much. 
Chairman BUCHANAN. I now recognize Mr. Kelly from Pennsyl-

vania. 
Mr. KELLY. Thank you, Mr. Chairman. Thank you all for being 

here. So, I have been in the retail business all my life, and I know 
I infuriate some people by comparing selling cars and trucks and 
servicing cars and trucks as to what we face in the medical field 
and the prescription field. 

So, I did bring a window sticker. And I don’t give a darn where 
you price up this traverse. This one happens to be on our show-
room floor. If I were to go to Anchorage, Alaska, it would be the 
same window sticker. If I were to go to Miami, Florida, it would 
be the same window sticker. And Dr. Murphy and I talk about it 
all the time. It is not the same market. And I get that. But it is 
the same market for Chevrolet products. It is the same market for 
Ford products. It is the same market for Chrysler products and 
Toyota and every one of them. Whatever it is they have to offer, 
it is the same price no matter where you go to get it. 

Now, this was a huge problem in the United States, and this is 
where it comes in. I don’t know how we regulate what you all do. 
Honest to God. I mean, but in 1953, Senator Mike Maroney came 
up with an idea. You couldn’t know what the price of any car was 
because there was no window sticker. 

So, depending on where it is that you got access to it, it could 
be anything. And they could be thousands of dollars apart. 

So, I am thinking with these PBMs, now when I bid on vehicles 
for the local cable TV, they are going to buy 50 trucks. I call Chev-
rolet and I say, I am going to need bid assistance on this because 
they are buying 50. And they will say, you know what, just count 
in another $2,000. We will reduce your price $2,000 because you 
are selling them 50 at a time. 

I don’t know how PBMs do it, but I think it was—Mr. Moose, you 
said it. It doesn’t matter what the discount is, it is where did you 
start? How much did you inflate the list price to give you a bigger 
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discount? I mean, look at any newspaper any Sunday, and you will 
find jewelers who say we are going to take 40 percent off our al-
ready 40 percent off price. You say, God, I am getting 80 percent 
off. No, that is not what they said. They said we are giving you 40 
percent off the already 40 percent, and you have no idea what the 
ring cost. But depending on where you are in life, and if you are 
in love for the first time, it doesn’t matter what the cost is. You 
are going to pay whatever it is. 

So how in the world would we begin to come up with some type 
of normalcy when it comes to purchasing drugs? Now, in the first 
department, we have genuine equipment price on parts, which is 
OEMs, right, and we also have generic parts, which oftentimes are 
made by the same company, but put a different sticker on it, and 
they are considerably less. 

So, I look at the marketplace, and usually the marketplace is 
what decides on where people will actually buy at whatever price. 
What can you help us with that any way the government—which 
I think is the worst-run business in the country right now with $32 
trillion in the red, and nobody is caring—what would you—if you 
were where we are, what is the something to fix the problem? Be-
cause you can’t fix something with nothing. And we have these con-
versations. We don’t get any conclusions. You guys do it every sin-
gle day, what would you suggest? 

Mr. ISASI. I would say there are two very clear solutions to this. 
And let’s just start with your opening solutions. 

Mr. KELLY. Dr. Murphy says in 10 words or less, but I have al-
ready violated that rule, so please go ahead. 

Mr. ISASI. So, the first thing to say is it is very important to re-
mind ourselves that PBMs are, in fact, negotiating a better price 
for the drugs that are already outrageously priced. That is a very 
important function. But when we talk transparency, I think what 
a lot of people don’t realize is, say, PBM is doing that for a large 
employer who is providing healthcare insurance for their employ-
ees, a large employer is not getting information on the PBM about 
all the money flow. The large employer does not know what did you 
actually pay for this drug? What was the rebate that you got? All 
of those things. 

So, this transparency is really powerful. The PBM must be re-
quired to allow their client, in this case, the large employer, to 
know the money flows that occurred and what did it actually save 
the employer? I think that is the first thing. 

The second thing is—and this is where you see these terrible ex-
amples where people are paying cost sharing, and it doesn’t make 
any sense. PBMs should not be able to negotiate price and then use 
a different price, the list price, for cost-sharing requirements for 
consumers. If you are only paying $5 for a drug, you cannot put 
a $50 copay on that drug. Those are two very straightforward 
issues. 

Mr. KELLY. Before you go any further, Mr. Moose, somebody 
just slipped you a note. Is this about this issue? 

Mr. MOOSE. Yes. 
Mr. KELLY. Okay. Please. You are like—listen, I am a small re-

tailer. 
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Mr. MOOSE. So, my answer to it was like my statement earlier, 
it is NADAC. We have a price if it is a transparent price that ev-
erybody knows. NADAC plus your dispensing fee. So that gets the 
pricing part. That gets the sticker in the window. 

Now, how do you negotiate the price on it? It is transparency. 
Before PBMs were around, your physician wrote the prescription, 
and the patient went in there, and the pharmacist told him how 
much it was going to cost. They paid for it out of their pocket, or 
charged it, kept their receipt, turned it in, and the insurance paid 
them whatever their relationship was, 80 percent of that. Like my 
colleague said, the drug comes out, and it is $100,000, nobody is 
buying that. The only reason somebody buys a $100,000 drug is be-
cause they don’t know what they are buying. They don’t know the 
cost of what they are buying on it. So, if it is transparent all the 
way through, here is the cost of it. And people’s eyes will get open, 
people will wake up to what that pricing actually is. Is there 
$100,000 value to that or is there a $29 drug that will do just as 
good. 

Mr. KELLY. So, the insulin in this pen that I take was developed 
by the University of Toronto, I believe, in 1933 or 1934. And the 
people who developed this lot were so valuable to human beings 
that they sold the patent for a dollar. Quite a big price increase. 
But I have Silver Scripts, so I get it for a lot less money. But I take 
it four times a day. So, this is an incredibly complicated issue. It 
is not the same as buying a car or truck. It is not same about buy-
ing brake pads or anything else. But it is something we need to 
look at because it is off the charts, and it makes no sense to most 
Americans. Thanks for staying alive in a really tough business. 

Mr. MOOSE. Thank you. 
Chairman BUCHANAN. I now recognize Mr. Blumenauer, Or-

egon. 
Mr. BLUMENAUER. Thank you, Mr. Chairman. 
I am listening to Mr. Kelly. I think at times trying to purchase 

an automobile is every bit as complex. 
Mr. KELLY. You have got to come to the right dealer. 
Mr. BLUMENAUER. I would like to acknowledge that there 

seems to be a great deal of agreement about problems, and there 
seems to be some assessment of solutions. I am mystified that it 
is hard as it has been for us being able to move forward. 

Your point, Mr. Moose, about nobody pays $100,000 for some sort 
of pharmaceutical product, they do if somebody else pays for it. 
And what we are seeing is there is an effort to try and stick the 
Federal Government with these extraordinary price increases that 
we are not going to be able to sustain. 

We have talked a little bit before in this committee about the tra-
jectory we are on in terms of healthcare costs, and this is one that 
I am absolutely convinced that a little competition and common 
sense would help us move forward. And I really appreciate your 
clarity, from your perspective, about what we should do. 

I am interested in a couple of the other Federal players here. Dr. 
Rome, Mr. Richman, you want to talk for a moment about the role 
that CMS could play to cut through this challenge and take a little 
bit of the burden off Congress? 

VerDate Sep 11 2014 17:09 Apr 05, 2024 Jkt 054811 PO 00000 Frm 00063 Fmt 6633 Sfmt 6602 E:\HR\OC\A811.XXX A811kh
am

m
on

d 
on

 D
S

K
JM

1Z
7X

2P
R

O
D

 w
ith

 H
E

A
R

IN
G



58 

Mr. RICHMAN. Thanks for the question, Congressman. We see 
in a number of other policy areas how different agencies are assist-
ing the Department of Justice and the Federal Trade Commission 
in competition areas. Department of Transportation, for example, 
helps with airline mergers and other competition policies in trans-
port. 

And we don’t see that with CMS, but certainly CMS has the ca-
pacity to do that. They have an extraordinary amount of data. They 
know very well patient flows. They know very well the delivery sys-
tem, the infrastructure in the delivery system. So not only would 
they be able to assess what happens after certain transactions— 
you know, the anticompetitive effects of certain things that, for the 
most part, the Federal Trade Commission is required to guess on— 
but they also would be able to identify which markets create better 
value, which areas of the country create better value, and which 
don’t. 

So simply from a purely analytical perspective, CMS could offer 
a lot of insight and policy guidance. Of course, CMS also controls 
the spigot for a lot of dollars, and it could be more forceful in that 
sense as well. 

Mr. BLUMENAUER. Dr. Rome. Do you want to talk about the 
control of the spigot, Dr. Rome? 

Mr. RICHMAN. Well, I mean, to the degree that CMS, like any-
body else, would be able to identify—— 

Mr. BLUMENAUER. I am directing the question to Dr. Rome. 
Mr. RICHMAN. I apologize. 
Dr. ROME. Sure. Thanks for the question. I mean, I do think 

that, you know, CMS—on the prescription drug side, you know, 
CMS has been sort of hand-tied for the last two decades. We talked 
about the two-decade anniversary of Medicare part D. 

So, you know, for Medicare part D, it is a privatized program. So 
essentially, the market was broken up, and they were all trying to 
compete—you know, to negotiate with the same manufacturers. 
The manufacturers have a monopoly. 

So, we have finally broken through that, and CMS is going to 
have some ability to negotiate drug prices. If they are able to do 
that successfully—if CMS is able to negotiate prices successfully, it 
takes pressure off the PBMs. The PBMs no longer have to do that 
work, and it frees you all up to make sure that they are doing their 
job in making sure to drive patients towards effective, safe medica-
tions that are high value and are going to help their care. 

That is the job they should be doing. They are, right now, focus-
ing on doing the work of negotiating prices when they are really 
sometimes not able to do so. For cancer drugs, they are almost un-
able to negotiate prices. The average rebates that they get from— 
that Medicare plans are able to negotiate for cancer drugs is 2 per-
cent. 

So, there are situations where they are just not able to negotiate, 
period. And so, you know, we do need to provide some more ability 
for them to do that. 

Mr. BLUMENAUER. And do you want to make a comment about 
the Federal Trade Commission’s role in this? 

Dr. ROME. Sure. I mean, absolutely. I mean, I think—on the 
brand-name drug side, brand-name drug manufacturers will do as 
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many things as they can to extend their monopolies as long as pos-
sible. We see this time and time again. We studied drug after drug 
where we have seen this case. 

There was a multiple sclerosis drug, glatiramer, where the com-
pany essentially changed the product from a once-a-day injection to 
a three-times-a-week injection. They were able to relaunch the 
product and charge Americans $4 billion to $6 billion extra by es-
sentially delaying competition on the product, by getting an extra 
patent. The patent was struck down, but it took time. 

So, we need, prospectively, to review these things. The Federal 
Trade Commission needs to—you know, needs to—you need to 
work with the Federal Trade Commission to make sure we are 
avoiding those sort of anticompetitive behaviors. 

Mr. BLUMENAUER. Thank you. 
Thank you, Mr. Chairman. 
Chairman BUCHANAN. I now recognize Dr. Murphy, North 

Carolina. 
Mr. MURPHY. Thank you, Mr. Chairman. 
First, I would like to ask unanimous consent to enter into the 

record a statement from a pharmacist, fellow member, GOP Doc-
tors Caucus, Congressman from Georgia, Dr. Buddy Carter. It is 
about PBMs. 

Oh, well, he did it too. So, take my time back from him. 
So, thank you guys. This is obviously an immensely complicated 

issue. 
May I have 30 minutes? Just kidding there, sir. 
Chairman BUCHANAN. Without objection. 
Mr. MURPHY. Mr. Richman, let me just ask you. You know, the 

thing that is going on in North Carolina right now, it seems to me 
that every—across every—in the Nation now, it is, hey, who is the 
next person can we acquire or pull something together? 

The only time I actually ever see that that is being appropriate— 
I live in east North Carolina. We have a lot of rural hospitals. And 
by the way, they charge more because their payer mix stinks be-
cause Medicare, Medicaid, and no insurance doesn’t pay anything. 
It doesn’t pay anything. And those people are much sicker than the 
average urban population. 

But if you look in Charlotte, you look in Greensboro, there are 
these massive collusions with these massive hospitals. And you are 
right, you mark up the prices as soon as you walk in. 

And one of the problems I have seen, private equity should never 
have been allowed in medicine. But that is a whole different issue. 
More physicians become employed. The prices go up. I have my of-
fice a mile from a hospital, but if I have a CAT scan worth $600 
in my office, it is $3,000 in the hospital. We need to fix that, abso-
lutely. 

So, let me just ask you: Why do we—why is the consolidation 
other than to raise prices these days? Can you give me an idea? 

Mr. RICHMAN. Congressman—— 
Mr. MURPHY. Microphone, please. 
Mr. RICHMAN. I keep getting that wrong. 
Congressman, I don’t think the data has suggested any reason 

other than to gain leverage over private payers. 
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Mr. MURPHY. And what it is doing, it really is, it is creating 
these massive monopolies where people really don’t have a choice. 

I am in a rural part of North Carolina. I don’t have a choice. I 
have a great hospital. I have worked there for 30-plus years. We 
own—yeah, we own in our system like nine other hospitals, which 
would not exist if we didn’t make a profit at ours and keep those 
other rural hospitals alive. But the fact that other institutions are 
doing this worldwide—I mean, United States-wide—you know, like 
in Houston, some of these other things—is an absolute ridiculous-
ness for our country. 

Mr. RICHMAN. There is one thing that you said that I think 
really is worth highlighting. I do think that the consolidation 
phase, which, of course, has been fueled by private equity, really 
is creating a crisis for the medical profession. Physicians, really 
since the founding of the Nation, have been independent, and we 
have relied heavily on that physician independence. And now— 
very, very recently—three-quarters of physicians are now em-
ployed. 

Mr. MURPHY. Yeah. 
Mr. RICHMAN. And that is something that I think the 

healthcare sector hasn’t fully absorbed yet, and it is going to have 
some very significant long-term consequences. 

Mr. MURPHY. It is bad. I have spent many a night on Friday 
night looking for paper clips to figure out how I was going to pay 
the staff next week, but that was the most efficient and best care 
rather than being an employed physician and by having a huge 
barrier between you and the patient. 

Let me just quick to Dr. Rome, one of my colleagues. 
And by the way, Mr. Moose, I feel sorry for you. I think PBMs 

have screwed the independent pharmacists in this country. I think 
it is wrong what they have done. I know a lot of guys in our district 
that have fallen apart. 

Dr. Rome, you have a much nicer view of PBMs than I do. I 
agree our pharmaceutical companies have taken a great, great 
amount of profit. But for every 10 drugs they put out, one of them 
works. They have got to recoup some of that loss somewhere. 

I think the IRA went too far. We have had at least 50 lines of 
drugs that have been taken off. So, if an ALS patient is looking for 
a cure, good luck, because you are not going to have that on the 
line. 

So let me ask you. The PBMs negotiate. They pull money from 
the pharmaceutical companies. Those don’t get passed on to pa-
tient. Tell me what a coupon aggregator is and why that is good 
or bad. Because that is another level the PBMs use to gather more 
money. 

Dr. ROME. So all of this is a game back and forth between the 
PBMs and the drug manufacturers. 

Mr. MURPHY. Yep. 
Dr. ROME. And patients are stuck in the middle between this 

negotiation match and are harmed by this negotiation. 
So the drug companies set high prices. The PBMs negotiate re-

bates. The PBMs do so by trying to charge higher out-of-pocket 
costs to patients for expensive medicines. Then the drug companies 
come back with coupons, the coupons that they give to patients to 
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offset those out-of-pocket costs. And then the PBMs, in response to 
that, try to not count that amount of money. 

Mr. MURPHY. It is a game. It is an absolute shell game that is 
happening. 

Dr. ROME. It is a game. 
Mr. MURPHY. Personally, Mark Cuban came to visit us at the 

Doctors Caucus the other day. He just put the PBMs to the side. 
He is going straight to the pharmaceutical companies. I think that 
is what we are going to have to do. 

The PBMs were started out with a great idea, but they have ab-
solutely extorted the American public in doing so with their ac-
tions. 

Thank you, Mr. Chairman. I will yield back. 
Chairman BUCHANAN. I now recognize Mr. Higgins, New York. 
Mr. HIGGINS. Thank you, Mr. Chairman. 
So CVS Health, CIGNA, United Healthcare Group account for 80 

percent of the total claims in 2021 for prescription drug benefits 
through their pharmacy benefit managers. 

CVS Health, the salary of the president and CEO is $21 million, 
7 percent of which is salary. The rest is stock options and other in-
centives. CIGNA president and CEO has a salary of $1.5 million 
and $12.6 million in stock awards. United Healthcare Group, the 
CEO has a total salary of $20.8 million, $12 million of which were 
stocks. 

And I was just kind of curious as to why stock options in any 
company—the stock option compensation is an incentive to max out 
on profits, which, you know, makes sense, by cutting costs and 
competition. 

The three of these companies account for 80 percent of the total 
claims for prescription drug benefits. It would seem to me that they 
are behaving like monopolies. 

The Federal Trade Commission is supposed to take action to stop 
and prevent unfair business practices that reduce competition and 
lead to higher prices. 

Now, Mr. Moose, I presume that your family of pharmacies is not 
associated with any of the three companies that I had mentioned. 
How does this sit with you? 

Mr. MOOSE. Actually, we are. We are slave labor to all three. 
I mean, those numbers aren’t anything that we can even com-

prehend. And so, when you have companies like that and that 
vertical integration, it gets to make up their own rules. 

All we are asking for in business is a level playing field. We don’t 
let the Yankees use aluminum bats. Everybody gets to use a wood-
en bat. And that is what we are asking for in the pharmacy field. 
If you are a community-based pharmacy, you have a level playing 
field. 

Mr. HIGGINS. Well, three entities, as I previously mentioned, 
accounting for 80 percent of the total claims, that doesn’t seem to 
be a level playing field. 

Mr. MOOSE. No. 
Mr. HIGGINS. Dr. Rome. 
Dr. ROME. Yeah. No, I mean, I agree with what you are saying. 

I think that, you know, the PBM industry needs—just like every 
industry where there is a lot of money being made in healthcare— 
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needs to be regulated to make sure that, you know, that consolida-
tion is benefiting patients and not harming them by reducing their 
choices of where to pick up their medicines. 

I am a primary care physician. I see this all the time. My pa-
tients are, you know, struggling to figure out where to fill their 
medicines. Patients should not have to shop around for medicines. 
That is what the PBMs are supposed to be doing. They are sup-
posed to be doing the work of negotiating prices on behalf of the 
consumer, right? 

So, we just have to make the PBMs work for patients. We have 
to make sure that they are able to do their job. But that requires 
us to have, you know, prices that are reasonable, you know, for 
them to start with. 

Mr. HIGGINS. Okay. Speaking about negotiating prices to ben-
efit the consumer, the Inflation Reduction Act includes a provision 
to allow the Federal Government to negotiate drug prices under the 
Medicare program. What will the benefit of that be? 

Dr. ROME. The benefit is likely to be enormous. It is a very lim-
ited set of drugs that are going to be negotiated. It is up to 20 
drugs per year, and it is just the highest-spending drugs. But even 
in the first few years, we expect the CBO—and we have done a 
similar study. I expect that this will lead to massive savings within 
the Medicare program by lowering costs. 

Again, just to be clear, there is competition in the pharma-
ceutical industry for generics. There is no competition for brand- 
name drugs for 12 to 17 years—— 

Mr. HIGGINS. The Veterans Administration negotiates drug 
prices. You know, what is a reasonable expectation relative to the 
savings that will result directly from using the leverage that they 
have with drug companies? 

Dr. ROME. I mean, the VA prices are about half of those in 
Medicare. 

Mr. HIGGINS. Yeah. 
Dr. ROME. Yeah. So, I mean—so I think that you can—I think 

that there is a lot to be negotiated. You know, I think that, you 
know, we want the pharmaceutical industry to make money. We 
want them to—we want everyone in the healthcare field to make 
enough money to incentivize them to do their job. We just want to 
make sure that patients can afford what we get out of that. 

Mr. HIGGINS. Great. Just a final thought, Mr. Chairman. Keep 
in mind that, a lot of drug development, as you know, is a result 
of a public-private partnership. And the Federal Government typi-
cally will fund the early basic research that leads to eventual drug 
development. But it is the Federal Government, the public side, 
that really expends the costs at very little or no compensation. It 
is the drug companies that come in in the latter stages of drug de-
velopment that are also the most profitable. 

With that, I will yield back. 
Chairman BUCHANAN. I now recognize Dr. Wenstrup, Ohio. 
Mr. WENSTRUP. Thank you, Mr. Chairman. 
And thank you all for being here. 
As Dr. Murphy said, you know, can I have a half hour, or an 

hour, or maybe we can sit here for a week, because we really 
should be doing that, in my mind. But I am just concerned about 
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so many things as a practicing physician in private medicine for 27 
years. My, how things have changed. 

You know, my first year in practice, if someone was just there 
for an office visit—no procedure, you know, nothing surgical, noth-
ing at the hospital, just an office visit—I gave them their bill and 
they paid it. And they submitted it to their insurance company. 
And nobody was complaining. Nobody thought that was a problem. 

And I was a solo practice at first and then in a large group of 
26 doctors. Solo practice, I had two employees, when I started. It 
just kept growing. It just kept growing. And it is this institutional 
creep from government, from insurance company demands. It is all 
these things. 

And they really, they don’t have too much to do with the patient 
outcomes, to be honest with you. You know, I never really cared 
what Washington thought about how I was practicing, but I did 
care about how my patients thought I was practicing and the re-
sults that I was getting and my referring doctors. I didn’t need 
Washington. I didn’t need to check boxes for Washington. 

You know, recently, Doctors Caucus—bipartisan—we meet with 
the Surgeon General, and he wanted to meet with us. You know 
what he wanted to talk about? Physician burnout. Understandably. 
And, you know, we have got a nurse shortage. We have got physi-
cian burnout. Why are we burned out? Because everybody else 
knows how to treat your patients and interferes between the doc-
tor-patient relationship. And then you have, you know, these con-
solidations, and, you know, the doctor is just a go-between, really. 

I mean, I am going to ask Dr. Rome. You see a patient. You ex-
amine them. You work them up. You do labs. You do X-rays, what-
ever else it takes. CAT scan, whatever. You have had hands on. 
You look them in the eye. You sit down and discuss their problem 
with them, and you make a plan with them. 

And then somebody who has never seen the patient, you have to 
get on the phone with, who may not even be in your specialty, and 
go through. And, you know, I have been on there, and I think you 
are looking at a screen, aren’t you? 

You know, to me—I want to ask you. Do you think it is medical 
malpractice for people to be treating patients they have never seen? 

Dr. ROME. So, thanks for the question. You know, I agree with 
your sentiments. I am one of the 75 percent of doctors who is em-
ployed by a hospital. 

I think that, you know, from the case of prescription drugs, when 
I prescribe a medicine, I obviously think that that patient needs 
that medicine. If there is a system solution to make sure the pa-
tient has a more affordable version of that medicine, I would like 
that to be the case. 

But, you know, I do think that, you know, this is where the 
temptation comes in. The temptation is, you know, just allow sort 
of physicians to prescribe whatever they want. In most cases, that 
is going to be the appropriate thing. We do need system solu-
tions—— 

Mr. WENSTRUP. No, I don’t believe that in doctors. I don’t think 
people go through that much schooling and training to not do what 
is best for their patients. 
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And I have never bothered—if a pharmacist called and said, hey, 
you prescribed X, but Y is on their formulary. And you say, well, 
they are similar, and this patient, it doesn’t matter. That is cool. 
But not fatal first. Not have to do something you don’t think is 
right. And that is why we have a bipartisan bill, Safe Step Act, 
that we are trying to get through to cut through that so that you 
can actually treat your patients. 

And you know—you know if a patient has to wait to get their 
medication because you are going through all this hassle, adminis-
trative hassle, and it delays their care, that is not good for them. 
And that is what is happening. And then that usually drives up 
costs. 

And so, these are problems that patients face. But the inter-
ference to the doctor-patient relationship—the now really—you 
would think there is more entrepreneurship. There is actually less 
entrepreneurship for physicians as they come out of residency. 
They are thinking who they are going to go work for. They don’t 
think about, I am going to go out to my rural town and hang out 
in my shingle. Why? Because it is almost impossible. And that is 
the system that we have in place. 

So, I have experienced the burden of working through the red 
tape, drug plan, that, or just even ordering an MRI. And somebody 
who has no idea about my specialty is telling me I can’t get it. 
Well, I ask for their license number, and I ask for the patient to 
be able to see them. But this is what we have gone through. 

So how can this practice be improved to ensure doctors don’t 
burn out from paperwork and patients don’t suffer worse outcomes 
waiting for the medication that they need? And I will have any one 
of you who wants to answer that question. 

Mr. RICHMAN. I mean, I will say that we spend about $1 out 
of every $4 in administrative overhead costs. And to the degree 
that we can focus our attentions to simply reduce those totally 
without value expenditures, I think that is really valuable. And 
there might be some solutions there. I have done some research 
that I would be happy to share with the committee. 

Mr. ISASI. I think the other solution that is very important to 
discuss is when you talk to docs who are tired of the system, the 
fee-for-service grind on volume, and the never-ending, you know, 
referral wagon train they are on. 

And part of the effort is also thinking about how to redesign the 
economic incentives in healthcare so that a patient goes to a doctor, 
and the doctor is getting paid to do the best thing possible for that 
patient. And a lot of the new approaches of trying to change the 
payment incentives, trying new global payment experience—that is 
about saying, let the doctor—let her do what she has learned to do, 
and don’t put economic incentives in front of her that are in direct 
conflict with the patients’ interests and the interests of the country. 

Mr. WENSTRUP. And reward prevention, if I do say so. 
Mr. ISASI. Yes. Yes. 
Mr. WENSTRUP. My time is up. And thank you all very much. 
I yield back. 
Chairman BUCHANAN. I now recognize Ms. Sewell, from Ala-

bama. 
Ms. SEWELL. Thank you, Mr. Chairman. 
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I want to thank our witnesses for their testimony today. 
Prescription drugs continue to increase in this country. Drug 

costs grew almost $380 million in 2021. Let me say that again. 
Drug costs grew to almost $380 billion in 1 year, according to the 
National Health Expenditure Data. 

High drug prices continue to create barriers. Health benefit pre-
scription drugs were created to provide access and healthcare to 
patients. We have all heard the stories of Americans of all ages 
who continue to encounter barriers to lifesaving drugs, and yet 
drug prices continue to climb with, Americans paying almost three 
times as much for the same drug as other countries. Three times 
as much. It is evident that we need reform. 

The historic Inflation Reduction Act, for the first time, allows 
Medicare to negotiate prices. The Congressional Budget Office has 
stated that similar policies are responsible for increased use of pre-
scription drugs, which led to reduced hospital and physician costs. 
And as you said, Dr. Rome, the Inflation Reduction Act will have 
a huge impact in benefit to patients. 

Simply put, Medicare’s ability to negotiate drug prices will in-
crease access to affordable prescription drugs, which is a key to 
fighting chronic illness. 

At the heart of accessible and affordable drug prescriptions, Mr. 
Moose, are independent pharmacies. These pharmacies are key to 
ensuring that citizens in rural and underserved communities can 
access those lifesaving drugs. 

I represent a district that includes both urban and rural. The 
similarity is they are all underserved and vulnerable communities. 
So, I am particularly supportive of independent pharmacies. It is 
my hope to see independent pharmacies continue to provide those 
critical clinical services like vaccinations that was so vital to the 
folks that I represent during COVID. 

Mr. Moose, as a community pharmacist in North Carolina, can 
you explain how rural and underserved communities are impacted 
by the closure of independent pharmacies resulting from the con-
solidation of PBMs and insurers? 

Mr. MOOSE. Yeah. We are already starting to experience these 
pharmacy deserts. And we are seeing it in rural areas because of— 
they are driven to close because the reimbursement model, they 
can’t remain open. And where you have these pharmacy deserts, 
you have the increase in cost, and the increase in cost comes from 
delaying care. 

So, the patients who may be newly diagnosed with diabetes, that 
is getting put off years. So, all the damage that would be hap-
pening while that patient is going untreated with diabetes is hap-
pening. So, they show up outside of that zone—when they finally 
do get to care, they show up at a higher risk or a higher—or more 
severe—or more progressed disease state, which is a more expen-
sive place to treat them. 

Ms. SEWELL. Absolutely. And I have to tell you that my State 
of Alabama, for example, didn’t extend Medicaid. And, frankly, a 
lot of the rural hospital closures over the last 10 years have pre-
dominantly been in States that did not expand Medicaid. 
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Dr. Rome, with the remainder of my time, can you talk to us 
about what this consolidation is doing for rural and underserved 
communities? 

Dr. ROME. Sure. I mean, I think we have talked about consoli-
dation of a lot of different entities in healthcare today. And it is 
just important to keep in mind that, you know, ultimately, there 
is, you know—you know, rural communities need access to 
healthcare. They need access to prescription drugs from their phar-
macies. They need access to doctors. And ultimately, we need to fig-
ure out a way that is equitable, that is fair to pay for that level 
of service and to not design a healthcare system that sort of drives 
that away. 

Ms. SEWELL. Absolutely. 
I yield back the balance of my time. 
Chairman BUCHANAN. Pursuant to committee practice, we will 

now move to 2-to-1 questioning. 
I now recognize Mr. Hern, Oklahoma. 
Mr. HERN. Thank you, Mr. Chairman. I really appreciate you for 

hosting this hearing on consolidation in the healthcare industry 
and for including an old Okie, my dear friend, Glen Mulready, who 
is a fellow business leader in Tulsa. 

And it is great to have you here today, friend. It is good to see 
you. 

As most of you know, before coming to Congress, I owned and op-
erated several businesses for 35 years. And during that time, I saw 
incredible consumer benefits coming from mergers and acquisi-
tions. But I believe the point of this hearing should be the dis-
covery, at what point is integration unhealthy. At what point does 
it cease benefiting the patient and the taxpayer? 

As a free-market conservative, there are some key components 
Congress should adhere to when examining unhealthy consolida-
tion. 

First, Congress needs to identify which government policies pro-
mote unhealthy consolidation, namely through Medicare and Med-
icaid, and how that wastes the taxpayers’ money and reduces bene-
ficiaries’ quality of care. 

Second, if Congress pursues legislative solutions in this space, 
policies should create more competition in the market for patients, 
not stymie the growth of entrepreneurs. 

I mention these two principles because it concerns me that legis-
lative proposals from other health committees in Congress ap-
proach consolidation by finding ways to attack industries, not solve 
problems. This committee should approach this problem by identi-
fying current policies that limit the ability for smaller companies 
to grow and compete. 

That is why today and every day I want to get down to what the 
real issues are. And for this hearing, the question is, what policies 
are limiting competition in the healthcare industry, and what poli-
cies are creating real value for patients and beneficiaries? 

As an example,—my friend mentioned this early on, what PBMs’ 
purpose was. And for instance, as a former businessowner, my per-
spective on the drug supply chain is different from some, having 
experienced working with PBMs long before I got into running for 
Congress and hearing from the independent pharmacies. 
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But as a McDonald’s franchisee with over 1,000 associates for 24 
years, we contracted with a large PBM through our national insur-
ance company and saved a significant amount of money on pre-
scriptions. And the PBMs’ customer is the employer and their em-
ployees. I have yet to come across an employer—an employer—who 
has expressed concerns to me about the PBMs. So, we have got 
some work to do. 

And while I am on that topic, I think I would be remiss not to 
mention the hospital ban on competition. We are way overdue to 
repeal the ban on new physicians’ own hospitals who offer patients 
more choice and drive down prices through competition. 

It is time for us in Congress to get the courage to take on more 
than just drug pricing, which is only 10 percent of healthcare’s 
spending, by the way. We need to look at which government poli-
cies are creating a system where 50 percent of healthcare spending 
is driven by our doctors and our hospitals. 

We know that hospital consolidation in marketplaces is any-
where—overnight—driven prices 25 to 75 percent increases over-
night. Overnight. Not over a period of 10 years, overnight. And we 
have got to get down to that. 

Fortunately, Glen and I live in an area where we have a lot of 
competition in the hospital space, but that is just not so across 
America, and we need to take a look at that and see how we get 
back into a free-market competitive space. And I would argue one 
of those ways is physician-owned hospitals. We need to remove that 
ban. 

And, Glen, you have spent 22 years in the healthcare industry. 
Your testimony highlights the impact of hospital consolidation on 
Oklahoma specifically in rural areas, of which we have many rural 
areas in Oklahoma. 

What are some of the policies we should explore to increase com-
petition in this sector? If you could help us out, that would be 
great. 

Mr. MULREADY. Thank you. Thank you for the question, Con-
gressman. 

I think you have heard about it with this panel a number of 
times here this afternoon. But the facility fees being charged and 
for certainly, in my opinion, no additional benefit with the physi-
cian offices versus outpatient. We have seen facility fees of any-
where between $300 to $1,500. Same service being provided in an 
outpatient setting versus a physician. 

I am not saying we do away with facility fees. Those are appro-
priate in the appropriate setting. I mean, the original idea of that 
was to take care of some of those issues that hospitals encounter, 
right? To stand by personnel, NICU units, things like that. We 
don’t want to throw the baby out with the bathwater, if you will, 
but I do think we need to look at some site neutrality as a key 
issue but without throwing that whole thing out. 

Mr. HERN. I appreciate that. You know, a hospital buy up there 
family’s physician practice, the next day, the prices will increase 
overnight. Literally overnight. I think it is just unacceptable. 

And I will tell you that is why today I introduced the Facilitating 
Accountability and Improve Reimbursements Act, FAIR Act, with 
Congresswoman Kuster, to ensure that hospitals have different 
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billing IDs for their off-campus practices so we can identify where 
those costs are actually being associated. 

And, you know, over the past decade, the amount of physician 
practices owned by hospitals—it was just talked about—have dou-
bled and are increasing to create a problem in lack of competition 
in our area. 

Mr. Chairman, again, I thank you for this hearing, and I yield 
back. 

Chairman BUCHANAN. I now recognize Mrs. Miller of West Vir-
ginia. 

Mrs. MILLER. Thank you, Mr. Chairman. 
Thank you all for being here. 
And speaking of throwing the baby out with the bathwater, 44 

years ago, I became a new mother. I didn’t know much, as most 
new mothers don’t. And when my second son arrived about 3 years 
later, I knew a lot more. And I would call my family pharmacist, 
Mr. Moose, before I called the doctor, because sometimes the ques-
tions that mothers ask, you don’t really need the doctor, you need 
to know what the pharmacist knows. And so, I always appre-
ciated—he was just right around the block, and he could answer 
questions that I had over sometimes silly things and sometimes 
over medicine. 

But what I really want to talk to you about is how troubled I am 
with the rapid market consolidation in healthcare. And we are just 
seeing way too much of that in West Virginia. 

Part of the hospital consolidations that we are seeing is a func-
tion of our rural hospitals are having to choose between closing 
their doors or selling their practice to a large healthcare system. 
And while I am sympathetic to the difficult choices rural hospitals 
often have to make in order to maintain access for care for pa-
tients, I really wish they didn’t have to be in that position. 

We need to empower our rural hospitals to be able to provide 
care for the most vulnerable populations, such as most of my con-
stituents in southern West Virginia. 

I introduced the Assistance for Rural Community Hospitals Act 
last year, alongside Representative Sewell, that would have ex-
tended the Medicare-dependent hospital and Medicare low-volume 
hospital price adjustments for 5 years. These two programs provide 
critical assistance to rural hospitals and allow more hospitals to 
keep their doors open, particularly in southern West Virginia. We 
were able to get these programs extended through 2024, but more 
work needs to be done. And I look forward to working with Rep-
resentative Sewell on extending these programs further to provide 
certainty for our hospitals. 

Now, on to consolidations in the PBM market. One of my top pri-
orities is improving care for patients in end-stage renal disease. We 
have a lot of that in West Virginia. And I have heard from a phar-
macist in my district recently that kidney transplant patients are 
having trouble accessing the immunosuppressant drugs that they 
need to keep their transplant viable. PBMs consider antirejection 
drugs to be specifically specialty drugs and that they require the 
drugs to be mail-ordered from their own specialty pharmacies. 

I am not sure if you all have been to West Virginia, but it is not 
like living in Kansas. The mountains make it extremely difficult for 
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mail to be delivered, sometimes in a timely manner. And trans-
plant patients cannot go without these drugs for even a day for fear 
of transplant rejection. Patients in rural communities need to be 
able to get their drugs from their community pharmacist. 

My State has been a leader in reforms that would tackle some 
of these PBM issues. In West Virginia, PBMs must have a mix of 
brick-and-mortar pharmacy options and mail order. A hundred per-
cent mail-ordered drugs are not permitted. Price cannot be used to 
determine whether a drug is a specialty drug, and all rebates must 
be passed through to the consumer at the point of sale. And if for 
some reason they can’t be, they must be sent to the plan and used 
to lower the plan’s rate for the next year. 

While I understand that not all of these reforms might be prac-
tical on a national scale, I really think that they are a good place 
to start. 

Commissioner Mulready, Oklahoma, like my State, has been a 
leader in reforming PBM practices. Can you elaborate on the posi-
tive impacts for patients from Oklahoma’s reforms, and have there 
been any negative impacts or missed opportunities that you would 
like to comment on? 

Mr. MULREADY. Thank you for the question. You know, our bill 
that was passed in 2019 was called the Patient Pharmacy Choice 
Act. I think the keyword there is ‘‘choice.’’ And so, our bill, in the 
State of Oklahoma, has focused on choice and patients having the 
ability to choose where and when they get their prescriptions. 

I mentioned earlier, the transaction fees are outlawed in our 
State, and some of the things you have just mentioned as well. I 
think something additional that could be done—and I think it was 
Mr. Kelly that had a presentation up there previously—is on trans-
parency and with the contracts with PBMs with the employers that 
they are contracting with, just in a more full, transparent manner. 

The Affordable Care Act—we came out with a benefit summary, 
right, that every plan has to utilize that same format, much like 
the analogy of the window sticker. I think, with employers, that 
will be extremely helpful in future legislation. But transparency is 
key. 

Mrs. MILLER. Thank you. I am sorry. I have got more questions, 
but I have run out of time. 

I yield back. 
Chairman BUCHANAN. I now recognize Ms. Chu, California. 
Ms. CHU. Dr. Rome, I want to start on an issue that you touched 

on in your testimony, that the average prices for brand-name drugs 
are twice as high in the United States compared to other countries. 

I can tell you there is no other issue in healthcare that I hear 
about more from my constituents than the skyrocketing costs of 
prescription drugs. Year after year, drug companies are setting 
prices so high that they are simply beyond the reach of patients. 

And you used the example of Humira, an anti-inflammatory 
medication used to treat rheumatoid arthritis, which increased in 
price by 470 percent from 2003 to 2021. And in 2018, Humira made 
more revenue than every NFL team combined. 

Well, Dr. Rome, you referred to what other countries do to keep 
drug prices low. I am proud that in the Inflation Reduction Act we 
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did allow Medicare to begin negotiating the prices for the costliest 
drugs out there. 

Is this in line with what other countries do? Will it bring down 
the cost of new drugs and ultimately lower health costs for pa-
tients? And would expanding these provisions beyond Medicare 
help more Americans? Also, do these other countries have PBMs? 

Dr. ROME. Thank you for the question, Congresswoman. I do 
think that the Inflation Reduction Act and the Medicare negotia-
tion provisions are a step in the right direction. Even under the In-
flation Reduction Act’s new policy, Medicare is prohibited from ne-
gotiating from drugs for the first 9 years—or 13 years that they are 
on the market. And so, the pharmaceutical industry will still be 
able to set high prices for those periods of time. 

Most other countries negotiate at the time that drugs enter the 
market. This includes most of our peer countries in Europe, in Can-
ada. And they do so by examining how well the drug works, looking 
at the prices of what is already out there, and making sure that 
the price is fair. And this allows, then, the healthcare system to 
use those products, you know, aligned with value and aligned with 
good patient care. So, we do have a way to go to get towards that. 

Ms. CHU. And do they have PBMs? 
Dr. ROME. That is a good question. I would yield to somebody 

with knowledge of this if they know if there are PBMs in other 
countries. There are definitely some intermediaries that are mak-
ing these decisions and health insurers, but I don’t know if they 
are specifically PBMs. 

Ms. CHU. Well, I would like to ask, then, going to another thing 
that you raised, which was generics. Generics are used as a way 
to manipulate the system to keep the cost high. 

For example, the drugmaker Teva introduced a new version of its 
multiple sclerosis medication that could be injected three times 
weekly instead of once a day. This means generic competition was 
delayed by more than 2 years, which resulted in billions of dollars 
of profits for the company, paid for on the backs of patients and 
the taxpayer. 

So how does delaying generic drugs from coming to the market 
impact patients, and what changes have to be made to stop this 
manipulation? 

Dr. ROME. Thank you for the question. Lots of changes need to 
be made to make sure that the drug industry isn’t able to manipu-
late existing rules like patents and extend their monopoly periods. 

Competition works in the pharmaceutical industry. It works for 
generics. Prices do go down, usually very quickly, by up to 80 per-
cent if there is effective competition. Many products that could 
have generic competition don’t have enough generic competition. 
And for brand-name drugs, companies use any strategy they can to 
extend the period of monopoly before competition begins because 
that is the period of time when they can make money. 

We just saw Humira finally face its first competitor this year 
after two decades and after many—you know, filing, basically, 
thickets of dozens of patents to protect that product. And so, if we 
can tackle that problem and we can get competition to the market 
sooner for some of these products, we would see prices come down. 
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Mr. ISASI. And just to put a number on that, the top 12 best- 
selling drugs in this country have over 125 patents that have been 
filed on them, and the estimate is 38 extra years of exclusivity. 
And this is a complete game. 

Ms. CHU. And can you say a few words about private equity and 
its role in keeping prices high? 

Dr. ROME. Sure. I mean, private equity is outside of my area of 
expertise in terms of the pharmaceutical space, so maybe somebody 
else can comment. But in the prescription drug market, I am not 
sure if private equity is responsible for high prices of prescription 
drugs. You know—— 

Ms. CHU. In healthcare in general? 
Dr. ROME. Yeah. I mean, healthcare in general, you know, is not 

my area of expertise. I will defer to—you know, maybe Mr. 
Richman can answer or somebody else can answer, if you would 
prefer. 

Ms. CHU. Well, I ran out of time. 
Mr. ISASI. I mean, the one thing I would say about private eq-

uity that we know is that, in general, there are time periods be-
tween 3 to 5 years in terms of making high yields for their inves-
tors. 

What does it mean for a company to purchase a healthcare hos-
pital or a physician group and turn a giant profit in 3 to 5 years? 
Is that good for people? No. Is that good for the system? Is it good 
for health? No. So, their business model does not align with the in-
terest of the people that are being served by the healthcare sector. 

Ms. CHU. Thank you for that. 
I yield back. 
Chairman BUCHANAN. I now recognize Mr. Fitzpatrick, Penn-

sylvania. 
Mr. FITZPATRICK. Thank you, Mr. Chairman. 
Thank you to all of you for being here. 
In 2019, patients filled more than 3.7 billion retail prescriptions, 

and approximately three-quarters of these prescriptions were filled 
through PBMs. Based on the data our committee has received, 
three PBMs—three—control 80 percent of the prescription drug 
market, and six PBMs control 96 percent of the prescription drug 
market. 

My first question for Mr. Moose. PBMs have excluded over 1,300 
unique medications from formularies for at least a year. And of 
this, nearly half are single-source drugs. In your work as a clinical 
pharmacist, what impact have you seen from this practice on clin-
ical outcomes for your patients? 

Mr. MOOSE. Yeah, we see this daily. They use the tool called 
prior authorization. So, when the physician sees the patient, deter-
mines what the patient needs, writes that prescription, the pre-
scription comes to the pharmacy. It gets rejected at the point of 
sale, saying this drug needs to be prior approved. We don’t cover 
it. Or it is not on the formulary at all. You will have to choose an-
other drug altogether. 

It starts the path back again. We have to contact the physician 
that wrote it, tell them that it needs a prior authorization. They 
have to jump through hoops saying why they need this drug versus 
a drug that is on the formulary or a drug that they get a higher 
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rebate on or whatever reason they have chosen to not leave that 
drug—or not add that drug to their formulary. 

What it does, it leaves the patient sitting there in limbo. While 
all of this is happening, somebody is trying to make a decision on, 
you know, what medication can we get for that patient, while the 
patient is sitting there in limbo waiting on some option—that it 
was the prescriber’s second option. 

Mr. FITZPATRICK. Mr. Moose, turning to transparency, how can 
requiring price transparency for PBM practices such as rebates and 
fees help people like you do your job better, and do you believe this 
would help patients better understand the cost of their drugs and 
gain—ultimately, get better access to medications? 

Mr. MOOSE. Yeah. The whole transparency thing is, is we—you 
know, a lot of times, up until recently, we didn’t have a clue of 
what we would even be paid for the drug. But if you use a pricing 
like NADAC, we know what the drug costs from the wholesaler. 
We know what the pricing is going to be. 

So, with the part D plan, surveying pharmacy colleagues of mine, 
50 to 65 percent—that is over half of the prescriptions that are 
filled for part D patients—we are filling for less than our acquisi-
tion cost of that medication. 

So, we are paying that patient to come in there and let us fill 
that prescription for them, or paying that PBM or that insurance 
for that half. So that is just not a sustainable model. So having 
that transparency in there would allow you to see that. 

Also, to have the ability with the PBM to opt out of that drug. 
If they are not going to go with NADAC pricing, and that drug is— 
we are underwater in that drug, we can tell the PBM that we won’t 
fill it. But now they bind us contractually to not not fill the drug. 
We have to fill the drug, whether we are losing $1 or $500. 

Mr. FITZPATRICK. Thank you, Mr. Moose. 
Mr. Mulready, I just want to get your thoughts on one question. 

In my district, our community pharmacists have reached out to my 
office many times to offer their concern about pharmacy benefits, 
specifically regarding the impact of copays for Medicare bene-
ficiaries. 

In your experience, what steps do you think this committee 
should take, this Congress should take, to further examine the 
roles that PBMs play in driving up prescription drug costs for pa-
tients across the board? 

Mr. MULREADY. Well, I think you have heard a number of 
ideas here today. You know, you have got that play between Medi-
care State laws that are passed, that we have got in Oklahoma, 
that do not apply to Medicare-type programs, and the courts have 
ruled on some of that. It is still to be played out. But I think some 
of those same measures could be taken into account that have been 
done at the State level as would be done federally. 

I think the question that I would ask or be concerned about 
would be, when you got a State like Oklahoma that has taken ag-
gressive steps in regulating PBMs is, how does that interact with 
what gets passed to the Federal level? We wouldn’t want to lose 
any of those measures that have taken place so far. 

Mr. FITZPATRICK. Thank you, sir. 
My time has expired. I yield back, Mr. Chair. 
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Chairman BUCHANAN. I now recognize Ms. Tenney, New York. 
Ms. TENNEY. Thank you, Mr. Chairman. And thank you, Rank-

ing Member. 
And thank you to our witnesses. All of you have been terrific. 
And this is a huge issue in my district. I am from New York, 

where this is a unique problem. And over the past 30 years, our 
healthcare sector has seen an unprecedented number of mergers 
and acquisitions, particularly in New York, where a lot of the rural 
community hospitals are under siege or have closed or can’t sur-
vive. 

From 1983 to 2014, we saw the percentage of physicians prac-
ticing alone halve, while the percentage moving to practices of 25 
or more quadruple. So, we are seeing this consolidation on that 
level as well. 

On top of this—and I know everybody has heard this number— 
but I hear from every one of our local pharmacists that the PBMs 
that manage the prescription drug insurance companies—as we 
know, only three control 80 percent of the marketplace, and nearly 
70 percent of prescriptions are covered by vertically-integrated 
PBMs which control their own pharmacy chains. 

We know these trends are not good, you know, for our commu-
nities. And I have heard from our local community pharmacists— 
and I echo the sentiments of Representative Miller. I mean, I had 
parents who had catastrophic illness, and I cared for them. I lived 
across the street when my parents were in their final years. 

And, you know, I am grateful to the people at Parkway Drugs, 
a local community-based pharmacy, for all that they did to help us 
with their catastrophic illness. My dad was paralyzed, in a wheel-
chair, from a dissecting aortic aneurysm that he survived, and he 
was blind. So, he had all kinds of multiple organ failure and issues. 
And this local pharmacy, you know, was phenomenal. 

And so, Mr. Moose, I am going to address my question to you. 
We spent a fortune on drugs, even though my dad was a retired 
justice, a New York State justice, who had access to, you know, a 
top-level plan through the State of New York. 

So, we know that PBMs—I think you can see that they can play 
a role in bringing negotiated prices and lowering them. But in your 
experience, what can we do to make this balance right? Because I 
will tell you, our local pharmacies are stocking their pharmacies 
with all kinds of consumer goods to make up for the hole that you 
described earlier. 

Can you explain to me what we can do to put the PBMs in check 
and also to not put our pharmacies into quasi-convenience stores 
so they can make up for what is happening on the drug market? 

Mr. MOOSE. Yes. Thank you for the question. And it is even get-
ting to the point that the convenience store items are not making 
up for the losses. So, as I mentioned, 50 percent or more of the 
claims that we fill for Medicare part D we are actually selling at 
less than they cost us. So that is not sustainable. 

By having that transparency level in there—the rebates are a 
great place to start. Rebates drive the cost, whether it is hospital 
rebates, drug rebates, any of those out there—— 

Ms. TENNEY. How can we implement that? So, like, legislative 
leaders, what can we do in Congress? What can we do on the Ways 
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and Means Committee to implement that to make your life more 
fair so you can compete and the PBMs don’t dominate and continue 
this consolidation that drives competition away? 

Mr. MOOSE. I was talking to a municipality that we fill a lot 
of prescriptions for. And my average cost for one of the recipients 
of that insurance was $55 for the prescription. And he laughed and 
he goes, you have got to be kidding. He said, my average cost that 
the PBM charges me for is $89 a prescription. 

I ask you, where does that delta—where does that difference in 
price go to? That goes to the PBM. There is no transparency. They 
didn’t tell the PBM that they were only—— 

Ms. TENNEY. How do we get that money back? I mean, can we 
require that price to—that delta to not exist? I mean, how do we 
do that? 

Mr. MOOSE. They have to report that out. They need—— 
Ms. TENNEY. Okay. So, we can actually see that. 
Mr. MOOSE. They need to show that. There is a point where you 

say, they are a business too. They deserve to make money. But 
they don’t deserve to extort money from me. 

If you see what you are paying—as a person buying insurance, 
if you see how much you are paying for that and how much that 
price is inflated, then you can establish, okay, am I actually getting 
value from them? Or could I strike a deal, as a payer, directly with 
the pharmacies—which is what we try to do on the care side—and 
cut out that entire middleman there? 

They don’t bring any healthcare value on it. We have got tech-
nology, and we have got NADAC pricing. We can do the majority 
of what PBMs do now. Back when they started back in the day, 
we didn’t have those luxuries. 

Ms. TENNEY. I just want to say thank you to Mr. Mulready, 
Commissioner, for all your hard work and for doing this. 

One quick question, if I can get in, with Mr. Richman. What 
guardrails would you put on any antitrust reforms to ensure that 
unscrupulous players in the industry do not continue to bypass the 
rules? And we know that FTC, the Federal Trade Commission, has 
somewhat of a checkered past in this. I have got about 5 seconds. 
What would you do? 

Mr. RICHMAN. I have got a long answer. Maybe I should just 
give your staff some of my writings. 

I do think that the biggest problem right now in the healthcare 
space is immunities to antitrust law that are being established by 
State legislators. But there are lots of other things even outside 
those immunities that we can do under antitrust law. 

Ms. TENNEY. Great. Thank you. I appreciate all of your time 
and all of your expertise. 

I yield back. 
Chairman BUCHANAN. I now recognize Mr. Evans, Pennsyl-

vania. 
Mr. EVANS. Thank you, Mr. Chair. 
Thanks to the Affordable Care Act, more Americans have 

healthcare than ever before. The most recent passed Inflation Re-
duction Act extended ACA premium tax credit created under the 
American Rescue Plan until 2025. These tax credits allow more 
than 8,000 Philadelphians in my district to newly enroll in 
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healthcare plans under ACA and save hundreds of dollars per year 
in healthcare premiums. 

Mr. Isasi, can you speak to how these potential cuts would im-
pact the impressive gains we have made in the ability for individ-
uals to access care? 

Mr. ISASI. Thank you very much, Mr. Evans, for the question. 
I was born in Philadelphia, so it is wonderful to get it from you. 

At the end of the day, you have got it just right. We have done 
a yeoman’s work to provide health insurance to Americans with the 
lowest rate of uninsurance in the country in the history of the Na-
tion. The Inflation Reduction Act increased subsidies to make sure 
that healthcare was affordable for all families that receive coverage 
through the exchanges. 

At the end of the day, what we hear today is that healthcare af-
fordability is a crisis, right? It is a crisis for the Federal Govern-
ment. It is a crisis for State government. It is a crisis for employers 
who are paying for it. 

What we can’t do is put that crisis on the backs of America’s 
families. We cannot repeal the support through the exchanges for 
affordable healthcare. We have to tackle the problem itself, which 
is anticompetitive behaviors. It is monopolistic pricing, things like 
that. That is what we have to do. 

And the other thing I was going to point out is Inflation Reduc-
tion Act also did something very important. If finally allowed the 
Federal Government to negotiate a fair price from drug companies, 
and then it used those savings to do things like cap the amount 
of money that a senior would have to pay for their drugs in Medi-
care. So, it reinvested the savings to make healthcare more afford-
able. That is the kind of reforms we need. 

Mr. EVANS. Are you optimistic? 
Mr. ISASI. I am very optimistic. I think the American people— 

what we know for sure is that, during COVID, we saw the largest 
decrease in employer-sponsored coverage in the history of this 
country. More people lost health insurance than ever in the history 
of this country because the economy came to a grinding halt. And 
guess what? People’s access to coverage was maintained. The only 
place where we saw people lose health insurance coverage on that 
were the States that refused to extend Medicaid to their most vul-
nerable people. 

The structure of the Affordable Care Act works. It protected peo-
ple during the pandemic. People expect that now from this country, 
and I think we are in a really solid place, and we have got to keep 
that success going. 

Mr. EVANS. I thank you, Mr. Chair. I yield back the balance of 
my time. 

Chairman BUCHANAN. I now recognize Mr. Moore, Utah. 
Mr. MOORE. Thank you, Chairman. 
The Congressional Budget Office forecasted the Medicare Hos-

pital Insurance Trust Fund will be depleted by 2033, reducing ben-
efits for Medicare beneficiaries. However, this projection only rep-
resents a fraction of Medicare’s financial challenges. 

The sections of Medicare covering physicians and medications are 
on track to face a shortfall of $447 billion this year, and it is pre-
dicted to exceed $1 trillion within the decade. 
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I was a little more emotional yesterday. I think my voice was 
raised when I made the point that expenditures are escalating at 
an unsustainable rate, and that rather than—everything we tend 
to do just redistributes the financial burden. 

We must focus on reducing costs. That is the point where we are 
at now. There are no more easy decisions with respect to how we 
go about doing this. We have to reduce costs. If we don’t, we will 
continue to do what we have done in small businesses. Americans 
will continue to pay an outsized portion of their percentage of their 
own individual budgets towards healthcare. 

And promoting competition is a viable strategy to achieve this, 
and there are so many different ways. And there really is innova-
tive groups out there that are trying to tackle this, right? They are 
doing it far better than us Members of Congress are probably even 
allowing them to do. And I encourage us to constantly take a look 
at that. 

Professor Richman, you mentioned in your testimony that con-
solidation is leading to higher expenditures for Federal programs 
and creating unsustainable burdens on Federal and State budgets. 
You also provided a ray of hope by indicating that new innovative 
practice models could disrupt these consolidated markets and help 
reduce costs. 

Can you expand on how these innovative models could lead to 
cost savings and promote value-based care? 

Mr. RICHMAN. Yeah. Thank you, Congressman. So, there are a 
number of different proven delivery systems that have proven to 
bring costs down. I think the one commonality across all of them 
is that they are not run by hospitals. And there is a very simple 
logic behind that. 

If a hospital manages a health system, to a large degree, their 
revenue model depends on filling the hospital. If you are a physi-
cian group, an independent physician group, whether you have an 
insurance product with you or not, your business model is all about 
keeping people out of the hospital. Not only is it a more cost-effec-
tive model, but, frankly, it is also more consistent, more aligned 
with the interest of the patient, about maintaining health for long- 
term perspectives and investing in preventative care. 

So, one observation is that there are a lot of creative models out 
there. 

The second observation is that it is extremely difficult to foster 
those models if hospitals are controlling all of the inputs, all of the 
referral flows. And that is one of the biggest problems with hos-
pitals purchasing physician practices. It is not just that there are 
automatic price increases because of consolidation. It also cements 
the hospital at the epicenter of the health system and precludes ex-
actly the kind of innovation that you are describing. 

I will say, also, it is true that three PBMs dominate 80 percent 
of the market. That is a high degree of concentration. There are 
economic problems with that. But give me a hospital market with 
three options. 

If you have a hospital market—and by the way, a hospital’s 
care—the hospital expenditures is twice that of pharmaceuticals. If 
you give me a hospital market with three options, I think you can 
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see a lot of the innovation that you are describing that really would 
benefit care and critically bring costs down. 

Mr. MOORE. Yeah, I think you speak to value-based care better 
than most. And I appreciate that approach. And I would argue that 
in hospitals, they truly do want to care for patients. They do want 
the best in line. And they will adjust. We will make adjustments 
as we go through this. But we have to figure out a way to target 
those costs. And there will still be a market for this. There abso-
lutely will be. 

Mr. Moose, in your testimony, you discussed how direct and indi-
rect remuneration fees strained your business. Last year, CMS pro-
posed a rule to forbid these fees in Medicare part D. Do you antici-
pate this rule will alleviate the burden of DIR fees by moving the 
collection of fees upfront. 

Mr. MOOSE. No. They didn’t do away with the fee. They didn’t 
make where the fee came from or how much the fee could be. That 
is all still determined by the PBM. They just are telling me how 
much they are going to take upfront as opposed to telling me after 
the fact how much they took. So, it is still there. We have seen the 
rates. We have seen what the contracts look like. They are worse 
this year than they are previously. 

And put that on top of the fact that in the first quarter of 2024, 
not only will they be taking the fee, they will be taking the 2023 
fees out too. So, we will be getting double taken away in that first 
quarter of 2024. 

Mr. MOORE. Thank you so much for your time. I appreciate it, 
Chairman. I yield back. 

Chairman BUCHANAN. I now recognize Mrs. Steel from Cali-
fornia. 

Mrs. STEEL. Thank you, Chairman Buchanan, and thanks to all 
the witnesses today for participating in this meeting. We should all 
agree that transparency in healthcare is an important step to ad-
dressing rising costs of prescription drugs for the patients. I believe 
we need greater transparency throughout the pharmaceutical dis-
tribution system, and there must be clarified on the potential of ar-
tificially inflating these prices that includes greater understanding 
on pharmacy benefit manager, PBM. We have made process for the 
public to analyze as well as ensuring PBM business practices are 
not blocking patients’ access to competing lower-costs drugs for my 
constituents. 

My question to Mr. Moose is that PBMs are increasingly owning 
pharmacies, and yet, only 70 percent of the prescriptions filled are 
covered by a vertically integrated PBM. Can you elaborate on how 
this vertical integration has impacted most pharmacies and your 
competitiveness to serve your patient? And do any of these prac-
tices result in patients spending more out of pocket? And before 
you answer that, you tried to answer under Congresswoman’s 
Chu’s question that other countries have PBMs in their countries. 
I thought I saw you that you were about to answer, and then we 
went on to other questions. If you know, just yes or no before 
you—— 

Mr. MOOSE. Yes, it is my understanding that we pay the most 
in the world for drugs, and we are the only country that has a 
PBM managing that force. 
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Mrs. STEEL. Thank you for that answer. And could you answer 
my questions? 

Mr. MOOSE. Yes, so vertical integration, how it affects me day- 
to-day is, well, it starts when you get your insurance card in the 
mail. And you open that envelope, and you pull out your insurance 
card, and it says, CVS Caremark. So, most consumers think, well, 
I have got great insurance, but I can only use it at what is on the 
card. So, they feel that, first of all, that they are forced to change 
to one of those pharmacists. But when they come into my phar-
macy—and we are not in network—that means they have to go to 
a pharmacy outside of us that is in network. And one of the prac-
tices that is done—and this is kind of driven by this DIR thing— 
is, you know, DIR was put in place to increase the quality of the 
pharmacy and to measure quality and to make sure that patients 
got the highest quality pharmacies. And you would get a bonus if 
your pharmacy quality, if you were meeting metrics. But the PBMs 
were really good at turning that around from a bonus to a 
takeaway, and not necessarily based on true quality. 

So that same patient that walked in my pharmacy couldn’t get 
their medication there, but they could go to another pharmacy that 
was in network, get the medication and maybe they would give 
that patient a 90-day supply. Well, if you are on one drug, and you 
are fairly healthy, maybe you need something for ADHD, and you 
are fairly healthy, and you go there and get that drug, that is fine. 
Because some patients just need a drug. But some patients need 
a pharmacist. Some patients need a pharmacist. And those are the 
patients that are hurt. The patients I will spoke of earlier with dia-
betes, hypertension, and liver problems needs a relationship with 
a pharmacy that they can have a face to face with. 

So, they go to that pharmacy. They tell them that they are going 
to give them a 90-day supply. So, there is less communication. 
Now, it is once every 3 months as opposed to monthly or maybe 
multiple times a month. Our data says a complex patient in North 
Carolina sees their primary care physician 31⁄2 times a year. They 
see their community pharmacist 35 times a year. So we are 
leveraging all of those touch points to get a better outcome for that 
patient. But they are making that patient get a 90-day supply so 
they can check the box on the DIR thing and not get dinged on 
that. 

So, the DIR is there to serve them to check the box to get higher 
payment, not to help the patient. So, we are actually doing a dis-
service to the patient by allowing that to happen. 

Mrs. STEEL. Thank you very much. Mr. Chairman, I have more 
questions, but my time is almost up, so I am going to do in writing 
for the record. I yield back. 

Chairman BUCHANAN. Thank you. I now recognize Mr. Davis 
of Illinois. 

Mr. DAVIS. Thank you, Mr. Chairman. And let me thank you 
and the ranking member for these very profound discussions that 
we have been having relative to healthcare. I also want to agree 
and thank all of the witnesses and agree with my colleagues who 
have suggested that these are very difficult and complex issues. I 
am thinking of my own engagement relative to health. And ever 
since I have been paying attention, we have been talking about 
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how do we reduce the cost? In that sense, the late 1960s and early 
1970s. And I don’t think we have been able to do so yet. We have 
tried everything that you can think of. We have made some 
progress. And we do have a very decent system. But notwith-
standing everything that we have tried, we still have not come to 
the point where we agree and think we ought to be. 

So, when I am engaged in these discussions, I am often won-
dering, What do we really expect to accomplish? What are we real-
ly trying to do? And I know individuals who suggest that we do 
fairly well in healthcare. But we are really dealing with sickness 
care, and not the overall healthcare in a sense of the word that 
many public health experts would suggest that we ought to be. And 
I guess that is one of the reasons that I believe that what we really 
need is a national health plan, Medicare for all, a plan that every-
body is in and nobody is out. 

Because when I think of my own community where life expect-
ancy in one area might be in the nineties, in another area, a few 
miles away, it is in the sixties. Are we trying to reduce the dispari-
ties that exist? Are we trying to get at this question of what life 
expectancy ought to be? 

There is a guy in the community where I live, we call him Dr. 
Know. And he often says that if you keep doing the same things 
that you have always done, you are going to keep getting the same 
results that you have always gotten. 

And he also says that you can’t get blood out of a turnip. You 
can squeeze it, you can tease it, you can stick holes in it, but you 
are still going to get turnip juice. 

Dr. Rome, let me ask you, are you suggesting in your testimony 
that we need to have a far more aggressive system of negotiating 
with the pharmaceutical world as one way of reducing the price of 
drugs that we use? Another part of that, but go ahead with that, 
and that is going to take up all of my time. 

Dr. ROME. Yes, I mean, I do think we need more aggressive 
ways of negotiating prices with drug manufacturers. Other coun-
tries that do that achieve prices that are half of what we pay in 
the United States for the same brand-name drugs. 

We have talked about a lot of complex issues. I agree with you 
about that here today. Just keep in mind that 10 percent of brand- 
name drugs make up 90 percent of spending. So, it is a small frac-
tion of the fills. We are talking about the fills for PBMs. They are 
making up most of the spending. That is where we need to target. 
That is where the issues of monopoly pricing are really causing 
problems. Once we have generic competition, all of this complexity 
around PBMs which we can talk about. So, we do need to do a lot 
of things, but certainly that is at the root of the problem. That 90 
percent of the dollars are spent on these brand-name drugs. We 
need to negotiate the prices better. 

Mr. DAVIS. Thank you. And thank you, Mr. Chairman. I yield 
back and keep these hearings coming. 

Chairman BUCHANAN. Yeah, we will. I now recognize Mr. Pas-
crell from New Jersey. 

Mr. PASCRELL. Thank you, Mr. Chairman. I would like to start 
off with a question to Mr. Isasi. 

Mr. ISASI. Yes. 
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Mr. PASCRELL. In my hometown—I was listening very carefully 
to Mr. Moore’s questions, which were very on target. In my home-
town of Patterson, New Jersey, the median wage for a family of 
three is $49,701. A two-bedroom apartment is about 1,800 bucks a 
month. Twenty percent of the people who live in the city I have 
lived in all my life under 65 do not have health insurance. 

So, what do you think Congress should pursue to incentivize care 
delivery in the community at local physician offices and save Amer-
ican families precious dollars? What do you recommend we do? 

Mr. ISASI. Well, I think, first of all, no family in this country 
should go bankrupt if they need care. So, the first thing we have 
to do is make sure people have access to healthcare and financial 
security to do it. So, if you have got 20 percent of the folks in your 
community who don’t have access to health insurance, we have got 
to solve that problem first. That is the first thing we do. 

Second piece is that we have to understand that underneath all 
of this, all of this complexity, the financial incentives that 
healthcare corporations are responding to are not aligned with the 
families and the patients that they treat. They are not aligned. 
They are literally, in many cases, oppositional to their interests. 
And so, we have to address the economic incentives that are driv-
ing the waste, that are driving the poor outcomes, that are result-
ing in the 250,000 people a year who are dying from the system 
and not from their illnesses. 

Mr. PASCRELL. Thank you. Mr. Richman, in your testimony, I 
read it, you cite that nearly three quarters of all physician prac-
tices are now owned by corporations or healthcare systems. That 
is a huge number. Fewer are independently owned and operated by 
doctors in the community. I am very concerned about that. I know 
you are. Why does this statistic concern you? And can you tell me 
how private equity has driven these consolidation efforts and lim-
ited access to community care? 

Mr. RICHMAN. Thanks, Congressman. First of all, I think pri-
vate equity has accelerated the process. I don’t think private equity 
is necessarily responsible for it. I think what drives it is that be-
cause of—in large part, because of what Mr. Isasi just said, the in-
centives that we have in the system reward inpatient care and in-
patient control. Part of it is because we don’t have site neutral pay-
ments, but there are other reasons also. 

The most significant part of your question, to me at least, is why 
am I concerned about this? I am deeply concerned. I am deeply con-
cerned for at least three reasons: Number one, when physicians are 
employed by hospital systems, the cost of care is up. It is also lower 
quality, but it is just higher up. And it is not just because of facility 
fees. You also have a much more intensive course of treatment. 

Number two, the direction of care truly is not in the direction of 
the patient. We get less—lower quality care if we don’t have inde-
pendent physicians. 

Number three, you know, we really don’t know what the long- 
term consequences are of diluting physician independence. This is 
a profession that has been deeply dedicated to research, to patient 
care. They are thoroughly bound by a code of ethics. And certainly, 
that is not the case for private equity. And I am not so sure it is 
true for corporations that employ physicians. I think it is a very, 
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very significant development that really could transform American 
medicine. 

Mr. PASCRELL. Thank you. Thank you. And I think today’s con-
versation on the state of healthcare affordability is essential and is 
long overdue. I thank the chairman for putting us together today. 

Last Congress, our Oversight Committee shined a bright light on 
how private equity’s ownership in our healthcare system affects pa-
tients’ safety, consumer costs, and jobs. Thank you all for your tes-
timony today. Thank you, Mr. Chairman, for putting this together. 

Chairman BUCHANAN. Thank you. I now recognize Mr. Schnei-
der from Illinois. 

Mr. SCHNEIDER. Thank you, Chairman Buchanan. I want to 
thank you and the ranking member for calling this hearing to dis-
cuss why healthcare is unaffordable for so many people in the 
United States. I want to thank the witnesses for your patience and 
endurance. It looks like I’m last, which I believe meant I get to go 
until 5 p.m. 

Chairman BUCHANAN. Not least. 
Mr. SCHNEIDER. Not least. But, no, thank you, and I will try 

to make the most of my 5 minutes. When I came to Congress more 
than a decade ago, now, the goal was clear: Get more people with 
access to quality care; get them the insurance they need; increase 
their access to doctors they can trust when they need it where they 
are; lower the cost of prescription drugs. 

I am proud to say that more Americans than ever have health 
insurance. And for the first time in history, Medicare will have the 
ability to negotiate lower prescription drug prices thanks to the In-
flation Reduction Act. And yet, American life expectancy remark-
ably is on the decline. And I am seeing the nodding heads. I have 
a hard time getting my head around the fact that in my lifetime 
we are seeing not a constant increase in life expectancy, but seem 
to have peaked, which I hope is an aberration that we can turn 
that curve back. 

A quarter of U.S. adults say that they have difficulty affording 
their medications. In fact, 30 percent are skipping pills due to the 
costs of their medicines. No one’s contending with new cancer diag-
nosis or facing chronic pain or recovering from surgery should be 
put in a position of deciding whether or not to ration their medi-
cines or pay their bills. 

Now, while we are at the forefront of global healthcare innova-
tion, and a lot of this innovation takes place in my district, and 
drug development in this country is something we can be very 
proud of. The American people who rely on these drugs continue 
to lack access. What I tell people is that great innovation is only 
art unless it gets to the hands of the people who need it. The ques-
tion is why? 

With so much of every dollar being spent on drugs going to 
PBMs, wholesalers, and so on, it seems patients are getting the 
short end of the stick, either paying too much or skipping medica-
tions altogether. 

So, Dr. Rome, let me ask you. You talked about how PBMs nego-
tiate rebates to offset manufacturer list prices, but those savings 
often don’t get passed down to patients as lower out-of-pocket costs. 
At times, you say PBMs even charge insurance plans of patients 
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more than then pay pharmacies. And, Mr. Moose, I heard you talk 
about that as well. 

How common are these practices? Do we even know what cost 
savings, if any, is typically making it all the way to the patients 
at the time they pay their bills? And are there specific disclosures 
you think should be required? 

Dr. ROME. Yeah, thank you, Congressman, for the question. The 
rebates have grown substantially. So as the prices of drug—or 
brand-name drugs have gone up, rebates have gone up and par-
tially offset that. So now in Medicare, you know, rebates are 37 
percent in 2018. Offset 30-some percent spending in Medicare. So, 
you know, this is a game back and forth between the PBMs and 
the manufacturers and patients that you said are stuck in the mid-
dle. It is very common for patients to pay list prices or pay either 
deductibles or coinsurance based on these prices. 

We did a study of several dozen drugs, and the half of patients 
for paying coinsurance or deductible were basically as soon as the 
manufacturer raised prices, their out-of-pocket pocket costs went 
up directly proportional to that. 

So, if that is a problem, we absolutely need better transparency 
over those rebates. We know where they are. And it is not okay 
practice. We want PBMs to be able to negotiate. We don’t want 
them to be able to pass those costs on to the patient in a way that 
is unfair based on a price that they are not paying attention to. 

Mr. SCHNEIDER. So last year I spent not an insignificant 
amount of time trying to peel back, or open up the black box, trying 
to dig in, understand it, peel layer after layer after layer and still 
ended up with a black box. 

From your perspective—and I will ask anyone else—are there 
things we should be trying to peel back to understand how this sys-
tem works? Because it is not just confusing to patients, I think it 
is confusing to almost everyone who tries to look at it. 

Dr. ROME. Yeah, so I mean we should definitely peel back the 
curtains on what those rebates cost. We should peel back and un-
derstand how much, especially in the generic space, you know, how 
much the drugs cost. There the prices are even more out of sync, 
where the list prices don’t really mean anything in that space. So, 
we absolutely need more transparency. We need, you know, on all 
levels, as a researcher, I struggle with this every day, too. I mean, 
I try to do research on prices that aren’t available so. 

Mr. ISASI. And so just to be really clear about what we are talk-
ing about, because I think most of you don’t realize this, if you 
owned a business and you paid for a PBM to negotiate a drug price 
for you, it is in poor response to you covering all the costs, right? 
Right now, you can’t know what did the PBM actually pay, what 
rebates were flowing? You don’t have information as an employer 
whose footing the bill. That is what we are talking about. Those 
arrangements must be understood. 

The second piece, which is also in your question, is when you are 
saying that the list price is what is being charged. Just to be really 
clear, the list price is $100, say, but the PBM negotiates the drug 
for $20, when your employee walks in, or the Medicare beneficiary 
walks in the door, they are getting charged cautioning for $100, 
right? That is crazy. That has to end. 
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Mr. SCHNEIDER. Thank you. And we need more transparency. 
Mr. Chairman, we need more time, but I thank you both, the chair 
and the ranking member, for this hearing. I think it is critically 
important. I look forward to continuing our work together to ad-
dress this challenge. 

Chairman BUCHANAN. Thanks. Well, I want to thank you, but 
I didn’t ask as many questions upfront. But now that I have got 
you—because I want to get off in a little bit different direction, be-
cause you all have expertise in given areas. And something we 
don’t talk about enough personally is my own feeling. As Chairman 
of the subcommittee, you know, we got a factor of 40 percent obe-
sity in our country. We are spending $700 billion in Medicare. Obe-
sity leads to type 2 diabetics. I don’t think you say—in terms of 
Medicare is only good for another 4 or 5 years because it is going 
to run out of money. I don’t think—if people don’t take more re-
sponsibility—some can or won’t, maybe they have other issues—but 
we have to figure a way to get more into preventative care. 

I had a doctor when I first kind of moved from Michigan to Flor-
ida, and he was telling me the story of he picks up a lot of people, 
60, 70 years old, 80 years old. He moved to Florida. He is in private 
practice type thing. And they come in. They are on six or seven 
pills. There are a lot of different issues. And he tells them, he said, 
they will talk to him and have a consultation. The doctor will say: 
Do you want to get off half the pills or two-thirds of them? He says, 
What are you talking about? I can’t get off these pills, I have been 
on them for 10 or 15 years. You know, I understand some of that 
too. And he says, well, what are you talking about? He says, well, 
I want you to start walking a mile or two a day for 5 days, and 
I want you to get on a little bit more of a reasonable diet. Eat more 
vegetables, a little less on everything else. And he said, I will start 
to take you off half of these pills that you are on. And I think there 
is a lot of said for that. 

What are we doing about talking about preventative medicine? 
People being CEO of their own health. And you can eliminate a lot 
of that. A lot of this stuff that I see is a lifestyle situation. Now, 
part of it is—and people don’t want to hear it—but I think it is the 
quality of our food. It is heavily, heavily over-processed. And so, it 
is not anybody’s fault in the sense that way. But there is—makes 
a lot of sense. I had one guy that is an author, I can’t think of the 
name of the book, but it changed my thinking on everything. He 
had an equation that he had in this book. And, you know, I will 
get you the name if you want it. But he had an equation. And the 
equation at the top of the line was the nutritional value in the food 
that you are eating. For example, spinach, kale, some of those 
things. And underneath it was the calories. That makes a lot of 
sense. He had every food rated. And I got on that and lost 25 
pounds, because, you know, over the years we are all on YoYo 
diets. This one, that one, the best latest diet. But it changed my 
whole life. And it was just simply where I made better choices. And 
I have always been somewhat of a cyclist now, but I have always 
done some cycling and stuff. I am not just saying myself, but I 
think there is a lot that can be said for preventative thing. 

I am concerned about children. I have got nine grandkids, 9, 8, 
and under. You know, what are we feeding them? What are they 

VerDate Sep 11 2014 17:09 Apr 05, 2024 Jkt 054811 PO 00000 Frm 00089 Fmt 6633 Sfmt 6602 E:\HR\OC\A811.XXX A811kh
am

m
on

d 
on

 D
S

K
JM

1Z
7X

2P
R

O
D

 w
ith

 H
E

A
R

IN
G



84 

getting? You know, you hear about the—nobody likes to talk about 
the 20, 32 ounces of Coca-Cola are something else. You know there 
is real issues with that. 

So, I think fruits and vegetables—and that is why Whole Foods 
have done fairly good. I think a lot of people are moving somewhat 
more in that direction. But to encourage. Not everybody is going to 
do it. They are going to make their own choices. They are an adult. 
But for their children and for—see my daughter-in-law. She is pret-
ty heavy on that where they come in, and you got a big bowl of 
fruit sitting out there, and they are giving the kids more vegeta-
bles, and stuff like that. 

So, my point is what is your thought on that? I mean, is there— 
doesn’t that have a place? And I just think if it is true, I’ve been 
told 40 percent of people are obese in the country, the big 30. Thir-
ty years ago, it was probably 10 percent. But I think a lot of it is 
the quality of the food we’re eating. And just, you know, just a com-
bination of all of the above. 

So, one of the things that I wanted to go down the road on is pre-
ventative care. The second thing is that when you have fee for 
service, you know, you have got to be very careful. I had 1,200 em-
ployees before I got here. You have got to be very, very careful 
about what pay plan you put somebody else on. I am not against 
the doctors or anybody else. If you have fee for service, the tend-
ency is not that they mean to do it, but the tendency is to do more, 
you make more. That is not the right incentive you want. You 
know, my idea is I don’t want them to get on the drugs in the first 
place. They say that if a person has a heart attack, 50 percent 
don’t see the next day. I don’t want to have a heart attack to begin 
with. And there is a lot of stuff that you can do to minimize that, 
a lot of that. 

So, I throw that out because I am just interested in your take 
on it. That I personally believe is the way we need to be going. As 
the gentleman said a few minutes ago, that it is kind of surprising 
in this lifetime whether people are living longer. And we should 
ideally because we have got opportunities out there. So, I just kind 
of flow that out. That is where my thinking is because it is applica-
ble in my life and a lot of other people’s lives, but I realize it is 
a choice. I can’t tell anything. But I got to tell you, I took my kids 
to the fairground ground the other day, my grandkids, they hadn’t 
been there in a long time. I am a blue-collar kid that grew up. 
These are my people out there. A lot of them. I look around, and 
90 percent, 80 percent got to be 50 to 100 pounds overweight. 

I don’t want to be judgmental, but the point is do we have 
enough money to take care of all the people that are sick as a re-
sult of processed foods and everything else? And we are not going 
to get everybody off it, but we could get some off of it and start 
moving in that direction. Because we are spending close to—we col-
lectively add up what the government spent $1 trillion a year. You 
just can’t keep spending money like that unless we make some 
changes in our own behavior, I think, as a country. And I think we 
are as high as anybody in the world in terms of obesity. But yet, 
we spend this year $4.3 trillion in healthcare. And we are the sick-
est. It doesn’t add up. 
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So let me just throw it out to you just because we have talked 
about other things. But I didn’t want to start the meeting this way 
because some people say, Vern, where are you going on all of this? 
But I do want to kind of get your thoughts on, you know, briefly 
give everybody a minute or two, or whatever. 

Mr. MULREADY. Mr. Chairman, thank you for bringing that up. 
Something I would like to talk more about in this session. I think 
you have heard a lot from here about transparency. But I think a 
lot that goes along with that is consumer engagement, which is a 
lot of you are talking about. And I think we have seen that play 
out well with restaurants and menus, things listing out the cal-
ories, and that sort of thing. 

You know, part of the problem with the opaque world of 
healthcare—you know, I could go online when this meeting ends 
and learn more about replacing my $200 watch than I can about 
a $15,000 medical procedure and making decisions on how to go 
along with that. We have made some improvements, but there is 
a lot that could be done within that space. 

I think the other issue you deal with here is—I have three sons, 
19 to 23 years old, and I have used this example with them. You 
know, when you go out to eat, you are looking at the menu. You 
just look at that differently. It is human nature. If you are paying, 
or if there is a third party paying. It is just human nature. And 
I think you are dealing with that issue as well here as that trans-
parency and a third-party payer system. Thank you. 

Chairman BUCHANAN. Yeah, what I am talking about is being 
the CEO of your own health, your responsibility. So I am going to 
give everybody 2 minutes, if you want it. 

Mr. ISASI. And, Chairman, great question. And I do have to say 
I think that when you look at the literature on this, you are put-
ting your finger right on a very serious problem that we are facing 
as a Nation. There are economic consequences, and it has con-
sequences for people’s happiness and the ability to thrive. 

Just to start kind of in reverse order, the fee for service. I just 
want to say this really clearly. In part, what you are describing is 
a problem that fee for service has created. We do not have a system 
that incentivizes the healthcare sector to make us healthy. Right? 
It is a sick system that is basically built off what is the highest 
margin procedure I can do, and I am going to just crank away at 
that thing and make money. And so, the new payment models that 
are being explored—the Centers for American Innovation, the risk- 
based payment, it is about saying to a group of doctors or a com-
munity of providers, you keep these people healthy and you get 
these people healthy, and you get them healthy if they get sick, ef-
ficiently, and you can make money from doing that, not from the 
bottom to—— 

Chairman BUCHANAN. You have got to set up the right pay 
plan, the right incentives—— 

Mr. ISASI. Right. That is the first thing. 
Chairman BUCHANAN. And then companies that I have had, 

the most important thing was getting pay plan right. Go ahead. 
Mr. ISASI. That is the first thing. You have to get these incen-

tives right that go into the healthcare sector. The second thing on 
preventative care—I did a lot of this with the governors when I 
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was running Healthcare National Governors Association. And it 
was this really basic concept. There is so much waste in the system 
right now. And so, we helped—governors look around and saw that 
there were communities where they were spending too much time 
in the emergency room. One thing they figured out. They closed the 
clinic, after hours, that people needed to use. They reopened it; 
they saved money. 

So, there is basic principal when we save money by pulling waste 
out of system. Let’s take a percent of that, like 10 percent, and in-
vest it upstream to actually address the reasons people are going 
to emergency rooms. So, the idea of making a lake when we—and 
all of this work we need to do in the next decade, drive waste in 
healthcare, how do we find a portion of that and reinvest to pre-
vent the health problems we are having? The third idea was, you 
know, there is a lot of literature in public health, I come from a 
public health background, about why people make decisions and 
how people live a healthy life. Part of it is knowledge. And you are 
describing when you know, you actually looked at that formula and 
you said, well, wait a second, calories and nutrition, let me find the 
things that I have that—the greatest ratio of nutrition for calories. 

That is knowledge. And the second piece is, what does the com-
munity around you support? What is the environment that you are 
operating at? Just that knowledge itself isn’t enough. And the third 
is instrumental, like, do I have fresh fruits and vegetables in my 
community? Can I get to the store, right? We have to hit all three 
things if we really want to change people’s behavior. It is not just 
knowledge. 

Chairman BUCHANAN. And I am saying we can pay for all that 
because people won’t be as sick. 

Mr. ISASI. That is right. 
Chairman BUCHANAN. You know from my standpoint. I want 

to—Dr. Rome, why you don’t you—— 
Dr. ROME. Sure. Yeah, I will be quick because we have been 

here a while, but I do think—I know, I am a primary care doctor. 
I spend time in the rooms with patients. And I spend a good por-
tion of time talking about exactly the topics that you are talking, 
which is, you know, sort of, how to keep them healthier about, or 
how to keep them away from me and away from the hospital sys-
tem that I work in. And so, it is absolutely, you know, crucial. 

We also have—you know, there are a lot of barriers that the pa-
tients face in those things. I have patients who run out of food at 
the end of the food. I have patients who don’t have stable housing. 
So, we have a lot of social problems that, you know, we need to— 
we separate. We think about healthcare spending versus every-
thing else. But on this committee, you think about spending up ev-
erything. And maybe we have to think about the way we are fi-
nancing healthcare, the way that we were thinking about health, 
and redefining more broadly the way you are talking about. If we 
can invest in those social support services, maybe we can—— 

Chairman BUCHANAN. I would say you will have more money 
for those support services. We won’t be spending it on everything 
else. 

Dr. ROME. I agree, yeah. 
Chairman BUCHANAN. Mr. Moose, anything you want to add. 
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Mr. MOOSE. I think the key word is an investment here. We 
have to look at this as a business proposition. There is an ROI for 
investing dollars upfront for better access to high-quality foods, for 
exercise programs. Somebody who is physically active has less pro-
pensity to have behavioral health, mental health issues, saving 
money on the back end. So we have got to look at it as, hey, there 
is a true ROI. Let’s put some money upfront for preventative-type 
activities, preventative-type services on it so we can expect the—— 

Chairman BUCHANAN. I think we are going to be in trouble if 
we don’t start figuring out a way to get people more preventative 
and set up the right incentive. Did you get a chance to—— 

Mr. RICHMAN. I will just say a version of Amen in the sense 
that we spend one out of every $5 on healthcare, but that 
healthcare that we spend money on contributes to maybe 20 per-
cent of our health outcomes. The other 80 percent are the things 
that Frederick was talking about. The environment that we have, 
the family we have, the social networks we have, and the neighbor-
hood we live in. 

Congressman Davis described a 30-year life differential in his 
district. That is not because of differences in access to healthcare. 
They are all social determinants. 

Chairman BUCHANAN. Yeah, there is different factors, and I 
am not—but if we can change it 10 percent or a percentage of peo-
ple being healthier, it would make a big difference for their life, 
their family, and the community, and everything else. 

Mr. RICHMAN. I think the science is there to suggest of what 
we can do. Certainly, it would be a much better use of our existing 
dollars. And to a large degree, it really does require confronting the 
payment models that we have and recognizing that we are just 
spending money on the wrong things. 

Chairman BUCHANAN. To me, you have got to pay for the re-
sults you want. And we want a healthier society, not a sicker soci-
ety. I think the incentives are all screwed up personally myself. 
They need to be relooked at. 

So let me just say in closing, we have received many statements 
in support for this hearing. And without objection, I will submit 
this into the record. 

I would like to thank our witnesses. I want to thank all of you. 
It has been a long day today. So, thank you very much. And any 
more inputs you give for appearing before us today, please be ad-
vised members have 2 weeks to submit written questions to an-
swers later in writing. These questions and your answers will be 
part of the formal hearing record. With that, the committee stands 
adjourned. Thank you very much. 

[Whereupon, at 4:40 p.m., the subcommittee was adjourned.] 
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PUBLIC SUBMISSIONS FOR THE RECORD 
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