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Prescription drugs have taken somewhat of a back seat in the
year-long debate over health care reform. Despite significant
attention in the decade prior (with the introduction of Medicare
Part D), prescription drugs have not been as central to the
debate over reform, which instead has focused more on health
insurance, access to care and cost.

This is due in part to the fact that the pharmaceutical industry
is on board with the president's reforms. That is not to say that
pharma will not be significantly impacted by the 2010 bill. They
have agreed to contribute $85 billion in the form of industry
fees and lower prices on drugs for government subsidized
programs. By most expert assessments, the pharmaceutical
industry is considered a big winner in the new legislation.
Despite the hefty bill they agreed to pay, the money is a down-
payment to the government in exchange for millions of newly
insured consumers.

America and Americans spend roughly $220 billion annually
on prescription drugs. According to the Kaiser Family
Foundation, this makes up only about 10% of total health care
costs (compared to 31% for hospital reimbursement and 21%
for physician services).® However, prescription drug costs
represent the fastest growing component of overall health care
costs (spending has increased at double digit rates since 1990
when costs totaled roughly $40 billion).?

The landscape of prescription drug costs and payments
changed significantly in 2003 with the passage of the Medicare
Prescription Drug, Improvement, and Modernization Act which
went in to effect in 2006. Signed in to law by a republican
president, it was then the largest expansion of government
in decades. The plan helped reign in the out of pocket costs
assumed by many seniors, but was, and still is, controversial
because of provisions that prevent the government from
negotiating the cost of drugs with pharmaceutical companies
and the so-called “donut hole.” The “donut hole” is a gap
in coverage where the senior must pay all out of pocket
expenses if their costs go above a certain level up until a point
that coverage kicks in again. President Obama has vowed
to end the “donut hole,” and the health reform bill of 2010
incrementally fulfills that pledge.

Despite its shortcomings, Medicare Part D was a major shift in
prescription drug cost and payment trends and has delighted
the AARP and many seniors. Prior to 2006, private insurance
paid for roughly half of all prescription drugs, and individuals
paid approximately 25% of the costs. Since the implementation
of Medicare Part D, the government has kicked in 40% of total
costs lowering the burden on private insurance and individuals.
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In 1990, individuals paid for over half of all costs of prescription
drugs. Over the last twenty years, that share has steadily
declined.t

The question central to this issue is why prescription drugs cost
so much. Advocates of the pharmaceutical industry frequently
cite the high cost of research and development. While the
cost of producing the actual pills patients purchase may be
pennies apiece, the cost to develop that first pill is in the million
to billion dollar range. And, while the United States accounts
for about 5% of the total world population, it accounts for 36%
of total pharmaceutical research and development.* Further,
expensive drugs sold on the market pay for failed products and
future endeavors. Only 11% of drugs actually make it to the
market.®

Industry advocates also cite a number of sources who argue
expensive prescription drugs actually save the country money
in the long run. For example, medication compliance may save
a patient with heart failure from a costly hospitalization. One
study noted that, in particular, medications for AIDS, cancer,
coronary artery disease, Alzheimer's disease and psychiatric
disorders can prevent the expense of frequent hospitalization.*

These arguments from pro-pharma groups are countered by
equally compelling arguments from a number of watch-dog
groups who cite data that suggest the cost of prescription
drugs is a serious issue in the U.S. Drugs are significantly more
expensive in the United States compared to virtually every
other country in the world, and the U.S. Customs Department
estimates that 10 million people bring medications across the
border from Canada in order to save money.® Over the last
decade, online purchase of foreign manufactured drugs has
become a burgeoning industry that is poorly regulated.

An interesting statistic frequently cited is the fact that more
money is spent on advertising than research and development
(R&D). A study of the U.S. Pharmaceutical Industry from
2004 found that 25% of all expenses were on advertising and
promotions versus 13.4% on R&D.” The Center for Public
Integrity reported that the industry also spent $850 million
from 1998 to 2006 on lobbying of elected officials, making the
pharmaceutical industry among the most well-funded lobby.®

Agree or disagree with pharma, the industry is a large and ever-
growing part of the U.S. health system. They play an important
role in our every day practice and will certainly be shaped by
the changes that are now forthcoming.
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An Argument in Favor of Mandatory Medical School

Rotations in EM

Ryan Shanahan, MD
AAEM/RSA Resident Editor

Recently, the University of Minnesota
backtracked from a long standing tradition
and made their emergency medicine rotation
optional for medical students. This change
was made to save costs for the University,
as mandatory rotations are expensive to run.
Emergency medicine is a newer field in the
house of medicine, and mandatory rotations in
medical school are the exception and not the
rule, but as one of the early pioneers in the field, it is disappointing
that the University of Minnesota made this change.

Before emergency medicine existed, people with acute cholecystitis,
dissecting aneurysm, ectopic pregnancy and meningitis presented
to the hospital or clinic and were seen by internal medicine, ob/gyn
and surgery residents. Often, these encounters were unsupervised,
and the dangers to patient care that such situations presented lead
to the development of our specialty. Just because this care was
dangerous does not mean that it was not educationally useful,
however. This was how physicians in training learned the spectrum
of disease presentation and the initial approach to diagnostics when
starting a work-up de novo.

With the establishment of emergency medicine residency programs,
this vital educational opportunity was changed. It is true that, to
this day, a diverse array of other specialties recognize the benefits
of seeing patients in the emergency department and send their
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