HOW BIG PHARMA'S RACIST PRICE GOUGING
KILLS BLACK AND BROWN FOLKS
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and for her Mother Gina Owens who we are honored to fight alongside.



Executive Summary

Health disparities experienced by Black and Brown communities are often discussed in
terms of staggering data points and statistics. It is widely known that Black people are
diagnosed at higher rates with conditions such as hypertension and diabetes, for example.
However, racial and ethnic health inequities are evident not merely in numerical terms of
disease prevalence, health outcomes, and life expectancy. Systemic racial discrimination
targets Black and Brown people to the point that race itself could be considered a
preexisting health condition. The avoidable inequalities created by structural racism
concentrate health risk in Black and Brown communities and then block access to health
care services, hamper public health initiatives, and leave aid and assistance to be meted
out by inadequate charitable endeavors. Most egregiously, efforts by both government
and medical industry leadership to address inequity place the blame and the onus upon
these communities to address such health disparities, routinely shaming patients and
making patronizing recommendations toward personal responsibility. The high cost of
prescription drugs is a key part of this vicious cycle, and the role of Big Pharma’s
complicity in extracting health and wealth from Black and Brown communities is the focus
of this report.

The COVID-19 pandemic has
‘ ‘ brought the intersections of
race, the economy, and public

Systemic racial discrimination health into hyperfocus. As the

targets Black and Brown people Movement for Black Lives

. . reignites global protests against
to the point that race itself should state violence and structural

be considered a pre-existing racism, the United States is in
health condition. the midst of unprecedented
crisis and social justice
’ , movement building, with
corporate accountability front
and center. Confronting price gouging as a cause of racial health inequity is long overdue.
It is even more urgent today, as the U.S. government turns its back on international
efforts to ensure affordable access to a COVID-19 vaccine and pharmaceutical giant Gilead
prices its COVID-19 medication, remdesivir, at over $3,000 for a course of treatment. It is
now widely known that Black and Brown patients are dying at much higher rates of

COVID-19 and of other diseases for which affordable treatment can and should be
available.




About This Report

This report describes the ways racism makes simply being Black or Brown in the U.S. a
preexisting condition and shows that price gouging by pharmaceutical companies is one
of the root causes of health inequities. Across age and socioeconomic status, Black and
Latinx people have worse health outcomes and less access to health services. Two
conditions associated with heightened COVID-19 risk, diabetes and hypertension,
exemplify the preventable harm to Black and Latinx communities from health inequities
that are fundamentally rooted in structural racism.

o Compared to whites, Black people have twice the rate of hypertension
and twice the mortality rate from diabetes

O Latinx people have twice the rate of diabetes of whites and are more
likely to experience preventable diabetes-related kidney failure and vision
loss

O Structural racism puts Black and Brown people at higher risk of
hypertension every minute of every day, as toxic stress from the
persistent threat of racial discrimination and violence takes its toll on
Black and Brown bodies

o Within health care institutions themselves, racism concentrates the worst
risks of uncontrolled diabetes—amputations, kidney failure, and
blindness—in Black and Latinx communities

e Both hypertension and diabetes are manageable with appropriate access to
prescription medications, but pharmaceutical price gouging that restricts access
disproportionately affects Black and Latinx patients

O Black and Latinx patients are more likely than white patients to ration
diabetes and hypertension medications due to cost

O Rationing medications leads to uncontrolled hypertension that triggers
heart disease, strokes, and kidney disease

O Rationing diabetes medications causes poor glycemic control, which can
lead to amputations, kidney failure, and blindness

o Eli Lilly hiked the price of its brand-name insulin, Humalog, 30 times in 20
years, including a 585% increase between 2001 and 2005

o Valeant Pharmaceuticals bought the patent rights to two blood pressure
drugs, Nitropress and Isuprel, and immediately raised their prices by
212% and 525%, respectively, while a company spokesperson referred to
its duty to “maximize the value” for shareholders

Placing Blame on Patients

Published research on racial health inequities too often does not distinguish between race
and racism, attributing higher rates of disease and early death to Black and Brown




people’s genes, individual behavior, or culture. Both patient-blaming theories of biological
race and pharmaceutical price gouging have ideological roots in racial capitalism. Racist
junk science, motivated by a belief in the biological inferiority of Black and Brown people,
lurks behind the search for genetic factors to account for the severity of COVID-19 in Black
patients despite decades of research warning that structural racism is the fundamental
cause of racial health inequities.' The same racist analytical lens views Black and Latinx
patients who are compelled to ration outrageously overpriced medications as
“nonadherent” or “noncompliant” with prescribed medication regimens.

The devaluing of Black and Brown lives in this victim-blaming narrative is also present in
the refusal by the right wing of the U.S. government to rein in the power of
pharmaceutical companies to profit from price gouging. This report confronts the political
history of pharmaceutical price gouging.

e Patent monopolies that give pharmaceutical companies control over pricing were
introduced in the 1960s, as part of a right-wing project to empower private
corporations and wealthy investors and weaken public-sector regulations and
consumer protections

0 Government-funded research has always been the backbone of
pharmaceutical breakthroughs, but monopoly patents privatize the profit
from public knowledge

m Everydrugapproved in the U.S. between 2010 and 2016 was
based on research funded by the National Institutes of Health

m Contrary to claims that drug company profits drive research and
development, in 2018, the 10 largest pharmaceutical companies
spent 167% of their net income on stock buybacks and dividends

e Pharmaceutical companies abuse an already corrupt patent system to extend
drug patents and assemble tangled webs of intellectual property protection that
stymie truly innovative medical research and keep inflated drug prices high and
rising

Monopoly Power

The pharmaceutical industry deploys its monopoly power not only to profit from price
gouging but also to ensure that the drug-pricing debate focuses on pharma-friendly
“reforms” that merely conceal the damage of high drug prices. Promises of drug
donations and proposals for insurance redesign to shift rather

than eliminate inflated drug costs are distractions from the abuse ‘

of price gouging and the deep racial inequities it produces. ‘
Politicians, physicians, medical journal editorial boards, health "a

care professional associations, and patient advocacy groups all q. "

receive significant payments from the pharmaceutical industry.
The influence of pharmaceutical funding props up the narrative of ~a
profit-driven innovation while obscuring the racist impact of price ‘




gouging, the enrichment of wealthy pharma investors, and the fleecing of the public
sector for private profit.

Recommendations

The horrible abuses of the pharmaceutical industry cannot be allowed to continue if we
want a functional society. We are in desperate need of a robust system of public
medicine. While we work toward that, we make the following recommendations:

e Ensure medications and vaccines used to combat the novel coronavirus are
offered free of charge

e Within agencies at the Department of Health and Human Services, designate
systemic racism as a public health emergency

e Take measurable steps toward strengthening the public’s ownership of
medicines

e Issue reparations for past harms from the pharmaceutical industry

e Impose compulsory licensing




Introduction

As this report goes to press, Gilead’s decision to charge over $3,000 for remdesivir, a
COVID-19 drug that was jointly developed by Gilead and federal research agencies, is
reigniting debate about drug pricing in the United States. At the same time, COVID-19
itself has brought structural racism in the U.S. health care system to the foreground as
Black and Brown communities bear vastly disproportionate levels of COVID-19 infections
and death. Systemic race-based exclusion, discrimination, and violence in employment,
housing, policing, and health care have created greater risk for COVID-19 exposure,
infection, complications, and death in Black and Brown communities. Under the U.S.
model of monopoly drug patents, Black and Brown people have also been exposed to
more concentrated risk of price gouging by pharmaceutical companies.
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“Even before the current pandemic, medication
rationing was contributing to unconscionable
levels of preventable complications and death

from diabetes and hypertension in
Black and Latinx patients.”

R

This report confronts the complicity of price gouging by pharmaceutical companies in
racial and ethnic health inequities by bringing together two sets of research: data analysis
showing that Black and Latinx patients are forced to ration medications at higher rates
than white patients and historical analysis of the monopoly patent model, which gives
private, for-profit pharmaceutical companies power over drug pricing. Price gouging
excludes Black and Brown communities from access to medications for the chronic
diseases that put patients at higher risk of death from COVID-19.

Drug-pricing debates often focus on what prices pharmaceutical companies should charge
rather than whether pharmaceutical companies should have the power to set prices for
medicine. The public interest in government-regulated pharmaceutical pricing is
undeniable: $33 billion in government-funded drug research makes most new drug
discoveries possible; price gouging adds significant costs to public programs, like Medicare
and Medicaid; and medication rationing due to high cost leads to avoidable complications
and premature death, defeating the fundamental public health goals of prevention and
health equity. The decision to rely on a monopoly patent model that cedes pricing power
completely to pharmaceutical companies has always been motivated by neoliberal
ideology. Medical innovation, the stated rationale for monopoly patents and inflated
prices, is stymied by the maze of intellectual property protections that protect private
pricing power. The profits that ostensibly incentivize research and development for
breakthrough medicines actually flow directly to Wall Street in the form of stock buybacks
and dividend payments. A steady stream of political contributions and payments to
researchers and medical providers props up the narrative of private profits as “the price
of progress.” This rationale dismisses the damage, disproportionately afflicting Black and
Brown communities, that results from price gouging essential medications.




Ovur Preexisting Condition: Race

COVID-19 has shined a light on long-standing health inequities that &
harm Black and Latinx communities. The higher prevalence and ‘& " /
mortality rates of Black and Latinx COVID-19 patients mirror the "
heightened incidence of diabetes, hypertension, heart disease, and

other illnesses that put Black and Brown people at greater risk for )
COVID-19 complications and death. At the root of the United States’ J ‘

social and economic system is the plunder of wealth and health from

Black and Indigenous people and other people of color to enrich wealthy white individuals
and institutions. The much-discussed economic and health disparities experienced by
these communities are the result of this targeted racial
discrimination. Yet the disproportionate effect of prescription
drug price gouging on Black and Latinx communities is rarely
mentioned, even as the competition for COVID-19 vaccines and
cures puts pharmaceutical companies at the center of
attention. Across insurance status, age, and disease type, Black
and Latinx patients report higher rates of medication
rationing—forgoing or delaying filling a prescription, skipping
doses, and reducing doses below the prescribed amount due to
cost." Even before the current pandemic, medication rationing
due to inflated prices was contributing to unconscionable levels
of preventable disease and death in Black and Latinx
communities. This should be a forewarning of the likely barriers
to access to COVID-19 vaccines and medicine and of the empty promises of
pharmaceutical companies to mitigate the harm of their own practices.

Consider diabetes and hypertension, two conditions that appear to be strongly associated
with COVID-19 mortality and that disproportionately afflict Black and Latinx people.

e Black people are twice as likely as whites to have hypertension, are more likely to
experience the onset of hypertension at younger ages,’ and are more likely to
experience severe complications"

e Latinx hypertension patients are less likely than white people to have their blood
pressure controlled, and Mexican Americans are more likely to die from
hypertension*’

e Black and Latinx people are both more likely than whites to have diabetes and
more likely to die from diabetes

e Latinx patients have higher rates of diabetes-related kidney failure and vision
Iossviii

e Black people with diabetes have higher rates of kidney failure and amputations™

A strong body of evidence shows that high levels of stress due to racial and ethnic
discrimination, including that involving police encounters, are associated with elevated
blood pressure and high levels of inflammation (which is a characteristic of diabetes,
hypertension, and COVID-19) in Black and Latinx people. The heightened vigilance and




anticipatory stress that characterize Black and Latinx people’s attempts to cope with
persistent but unpredictable threats of racism in their daily lives trigger stress responses
that over time can cause or worsen cardiovascular and cardiometabolic disease.

Racism contributes to the development of hypertension and
diabetes, and price gouging blocks Black and Latinx patients from
accessing treatment. Diabetes and hypertension are manageable
chronic diseases for which the standard of care includes prescription
medications to control symptoms and avoid complications. In
surveys of medication use, Black hypertension patients report more
medication rationing due to cost than do white patients.” Analysis of
pharmacy claims and patient registry data confirms that Black and Latinx patients
experience more barriers to either filling or routinely refilling prescriptions for diabetes
and hypertension medications.

Price gouging that restricts access to medications literally costs Black and Brown people
their lives and limbs. Whereas taking the proper doses of anti-hypertensive medications
has been shown to reduce cardiovascular mortality,”" medication rationing is “a leading
cause of inadequate hypertension management leading to cardiovascular disease, stroke,
and chronic kidney disease.” " Restricted access to affordable hypertension medication is
one reason that overall decreases in cardiovascular disease mortality in the U.S. have not
been equally seen by Black, Latinx, and white people.¥
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Price gouging that restricts access
to medications literally costs
Black and Brown lives and limbs.

¥

Diabetes medications are among the most expensive among all chronic disease
medications, and insulin users in particular are most likely to report medication
rationing.* Black and Latinx diabetics are more likely than whites to use insulin®" and
more likely to report that they skip or reduce doses of diabetic medications due to cost.
Underusing necessary diabetes medications is a major cause of poor glycemic control,
which is, in turn, a cause of vascular disease that can (though, with proper and timely
treatment, usually should not) lead to amputations, kidney failure, and blindness.** A
ProPublica investigative report on racism in U.S. diabetes care documents a systemwide
disinvestment in diabetes-related vascular disease prevention that drives the “epidemic of
amputations” in Black communities. The same racist policies and practices also increase
the risks of other diabetes-related vascular complications, such as kidney disease,
retinopathy, and blindness, all of which disproportionately afflict Black and Latinx
patients.* This pattern of treatment amounts to systemic neglect of and inhumanity for
the health of these patients.




But the academic literature on racial disparities generally discusses “race” rather than
racism and avoids the topic of price gouging by pharmaceutical companies altogether. Too
often, researchers shift responsibility for medication access onto Black and Latinx
patients.®™ The language of medication “nonadherence” and “underuse” conveys this
assumption of individual failings and echoes the Trump administration’s victim blaming
that attributes susceptibility to COVID-19 to the unhealthy “culture” of immigrant Latinx
meat plant workers and the individual behavior of Black people.

Yet, mainstream research does recognize the high stakes of
Crrrrrrrrrrrriets - medication rationing. One study acknowledged that racial
inequities in health outcomes are due at least in part to
“persistent problems in getting necessary medications that
eventually lead to the most debilitating effects of unmanaged
chronic illness.”™" Researchers tend to identify at the root of
these persistent problems some version of the “financial
wherewithal to pay for prescription medications.”" This
explanation obscures the fundamental factor of wealth extraction
from Black and Brown communities. Most notably, the history of
residential segregation and racial and ethnic discrimination in
employment, wages, and access to basic goods and services in the
U.S. drives a racial wealth gap that gives white households greater
“financial wherewithal.”*" Structural barriers to Black and Brown wealth attainment and
intergenerational progress expose Black and Brown households to greater economic
insecurity, which makes them more vulnerable to the price-gouging tactics of
pharmaceutical companies.® As a mechanism to maximize profit and enrich
pharmaceutical company investors at the expense of Black and Brown health and wealth,
drug price gouging is itself another instance of the same process of wealth extraction. The
profits accumulated from price gouging further enrich wealthy investors, feeding the cycle
of wealth extraction and exploitation.

The History and Politics of the Pharmaceutical Patent
Monopoly Model

Along with attention to racial and ethnic health inequities, the COVID-19 pandemic has
directed public awareness to the complexity of the health care supply chain. The
complexity of the pharmaceutical industry, from research and manufacturing to
regulatory approval and insurance negotiations, has been used to muddy the waters of
debate over medication access for decades. What appears plainly as price gouging—
triple-digit-percentage increases in lifesaving drugs that have existed for years or
astronomical markups from the cost of drug production—are explained away as one piece
of a complex process that leads to innovative medicine that would otherwise be
undiscovered and unavailable to treat sick people around the globe. The unstated
assumption behind the “myth of the price of progress”*! is that the current
pharmaceutical pricing regime arose naturally, as the best possible solution to produce
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the best possible medicines to meet the most pressing health care needs. Demands for
changes to the status quo to make drugs affordable are greeted with patronizing
explanations of how such well-meaning policies would inevitably result in the opposite:
higher prices for more people and fewer medical breakthroughs for everyone. Such
demands “represent an easy but wrongheaded way to avoid the messy work of
constructing a system to incentivize medical breakthroughs and make them widely
available in the context of 21st century economic realities,” according to one such
admonishment. il

The actual political history of the U.S. pharmaceutical industry and its complicity in racial
health inequities is obscured in the heroic tales of market-driven discovery and in the
scolding dished out to its critics. So, too, is the racism embedded in “21st century
economic realities” hidden in plain sight. The pricing power of private

pharmaceutical companies was deliberately created by free-market D
ideologues, not to incentivize medical breakthroughs but to 2 O
empower private corporations as a counterforce to public-sector v
regulations and consumer protections.*™ Apologists for unchecked
corporate power repeat the myth of the price of progress more
loudly as the evidence accumulates that the “innovation” that high
drug prices are purportedly paying for amounts mostly to stock
buybacks, executive compensation, and a flood of expensive new
drugs with no demonstrated efficacy over established standards of care.*

The Origins of Patent Monopolies in the Pharmaceutical Industry

The history of patent monopolies in the pharmaceutical industry is a history of the gradual
ceding of public control of public goods—drugs developed by government-funded
research—to private companies. Drug patents granted to private entities were rare
before 1968, when the Institutional Patent Agreement gave universities the right to own

patents on federally funded drug ‘ ‘

discoveries.”™ Those universities were

then free to sell the licenses to The actual political history of the
manufacture new drugs to the highest U.S. pharmaceutical industry and
bidder.* The New Deal agencies that its complicity in racial health
originally boosted U.S. medical inequities is obscured in the

research and vaccine development had heroic tales of market-driven

required private contractors to assign discovery and in the scolding
intellectual property rights from dished out to its critics.

publicly funded research back to the , ,

government.®™ i Since 1968, free-

market ideologues have cast aside New Deal—era concerns about the corruption of
medical research by “undue concentration of economic power in the hands of few large
corporations”" and doubled down on the maximization of private profit from public
research by
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e Expanding private patent rights for drugs developed with federal funds to all
private contractors in the Bayh-Dole Act of 1980;**

e Extending licenses and granting tax breaks for “rare diseases” in the 1983 Orphan
Drug Act, under which remdesivir, Gilead’s treatment candidate for COVID-19
(perhaps the least rare disease ever), briefly qualified for seven-year market
exclusivity and federal grants and tax credits to reimburse clinical testing costs;**"!

e Extending drug patents from 17 to 20 years in the 1995 Uruguay Round
Agreements Act;**Vi

® Prohibiting Medicare from negotiating lower drug prices in the Medicare
Modernization Act of 2003;**ii and

e Facilitating direct-to-consumer drug marketing in the Food and Drug
Administration (FDA) Modernization Act of 1997

This is not a history of abandoning a just system for an unjust one, however. There is no
golden age of truly equitable U.S. drug policy, and the development of pharmaceutical
drugs is marked by racist and gendered exploitation. In the 1940s and ’50s, when U.S.
government officials were strongly insisting on “public control over patents”* on vaccines
and other medicines, Black and Brown people were excluded from “the public” by laws
restricting every aspect of their lives and by the racial violence that enforced segregation
and exclusion. The government’s commitment to publicly funded and controlled medical
research included medical experiments on Black and Brown bodies, like the deliberate
withholding of medication in the U.S. Public Health Service—funded Tuskegee syphilis
experiments on Black men from 1932 to 1972 and the deliberate, sometimes fatal,
infection of healthy Guatemalan men, women, and children in experiments from 1946 to
1953.X While some in the federal government

fretted over the misuse of patented medical

breakthroughs, a private surgeon was

surreptitiously removing cancer cells from the body

of Henrietta Lacks, without informing Lacks or her

family. " The cells have been used for decades

thereafter to develop profit-making drugs to treat

cancer and other diseases."l This history must be

the interpretive lens for understanding victim-

blaming statements attributing medication rationing

and poor health in Black and Brown communities to
“noncompliance” with medical experts and mistrust

of medical authority. It must also guide a forward-

thinking, explicitly antiracist solution to

pharmaceutical price gouging that recognizes the

racism in the New Deal—era public drug development system.
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Maximizing Profit Extraction: Abuses of the Patent System

Economic historian Edward Nik-Khah sums up the ideological roots of the monopoly
patent model by noting, “Pharma was the perfect test case for a neoliberal project that
celebrates markets, but is fine with large concentrations of power and monopoly.”"
Patents grant a temporary monopoly, but corporate power, once concentrated, rarely
accepts such limits. The decision to transfer public knowledge to private profit-making
corporations also transferred power. Pharmaceutical
companies have used that power to extend patent
monopolies far beyond the 20 years originally granted, all
while maintaining the $33 billion in annual government-
funded drug research that makes new discoveries
possible. XV Every drug approved in the U.S. between 2010
and 2016 was based on National Institutes of Health—
funded research.*V The patent system privatizes the return
from this public investment, and pharmaceutical
companies further abuse patent law to perpetuate their
monopoly power and continue profit-maximizing price
gouging.

The Initiative for Medicines, Access, and Knowledge (I-MAK) submitted public comments
to the Federal Trade Commission in 2018 warning that “people worldwide—including in
the United States—are not receiving the lifesaving treatment they need due to
skyrocketing prices based on the abuse of the patent system.”"il |-MAK outlines the
abusive practices that the pharmaceutical industry uses to “secure the market on entire
diseases and artificially inflate the price of treatment.”Viil By obtaining multiple patents,
pharmaceutical companies delay or block generic competition for decades, keeping
cheaper medications off the market without improving treatment in any way. I-MAK
found that the 12 best-selling drugs in the U.S. have an average of 135 patent applications
and 71 approved patents per drug. A member of I-MAK, Tahir Amin, pointed out that the
decline of pharmaceutical industry investment in new antibiotics to treat drug-resistant
infections, an urgent global health crisis, coincides with pharmaceutical companies’
strategic decision to “spend more time finding ways to keep existing drug franchises
profitable.”™ We could say the same about the indifference to preventing diabetes-
related amputations and avoidable deaths from chronic disease in Black and Brown
communities in the United States. In a familiar trend, the financialized pharmaceutical
sector directs more of its profits toward enriching shareholders and
building “a tangle of IP protections”' to block access to the discoveries
it already owns than to productive uses, like research and
development, or reducing the inflated prices that put lifesaving
medication out of reach of Black and Brown patients.
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Destructive Financial Innovation

Genuine innovation to improve medical treatment is actually impeded by the defensive
patent portfolios deployed by pharmaceutical corporations to protect profits and market
power. In his history of pharmaceutical financialization, investigative journalist Alexander
Zaitchik conveys the frustration of vaccine researchers who confront “legal labyrinths"
and “proprietary black boxes" that obstruct the “natural flow of scientific discovery.” The
enormity of pharmaceutical companies’ stock buybacks and executive compensation
packages is further evidence that the monopoly pricing power bestowed on the
pharmaceutical industry does not lead to medical innovation. Far from incentivizing
private-sector research and development to produce new and better drugs,
pharmaceutical industry profits have fueled a cycle of financialization in which profit-
generating price gouging attracts capital investment, which is rewarded with stock
buybacks and dividends that directly enrich shareholders and executives while further
boosting the stock price." In 2018, the 10 largest pharmaceutical companies spent 167%
of their net income on stock buybacks and dividends. Eli Lilly alone spent $6.5 billion on
buybacks and dividends in 2018 —equivalent to 68% of its revenue from diabetes drugs."
The Black and Latinx diabetes patients who are rationing insulin and other medications
are not reaping the benefit of Lilly’s reinvestment of profits into “innovation.” Instead,
they pay inflated prices to keep the stock price high and the buybacks and dividends
flowing to pharmaceutical company executives and stock market speculators. Monopoly
patents and pharmaceutical company price gouging thus perform a familiar function in
racial capitalism: enriching corporate elites and wealthy investors at the expense of Black,
Brown, and poor people.

A financialized pharmaceutical industry measures success in profitability rather than
benefits to patients. The blockbuster innovations that are touted as proof of the social
return on high drug prices are, far too often, bogus. Of the anticancer drugs approved by
the FDA between 2014 and 2019, 67% were approved based on flawed clinical trials that
did not demonstrate efficacy over the usual standard of care and failed to address
whether patients who take the new drug live longer or better lives."w As long as we entrust
a financialized pharmaceutical industry with control over vital medicines, we can expect
this pattern of putting profit over patients to continue—even as

emerging diseases create greater need for reliable science ‘
conducted in the public interest. The COVID-19 pandemic has ‘
already provided examples of pharma boosting stock prices by P
promoting dubious benefits from shoddy research, as in the case g "
of Gilead’s single-day 2% stock-price bump on July 10 from Q.

outsized claims of new effects on COVID-19 mortality based on
“deeply flawed” methodology." ‘*

Buying Silence

A steady stream of contributions to politicians and lobbyists, researchers and physicians,
and patient advocacy groups keeps the charade of “progress from profit making” going. A
study in 2020 that examined payments to leaders of professional medical associations for




the 10 costliest diseases in the U.S. found that 72% had financial ties to pharmaceutical
and device companies." Over half of the editors at influential U.S. medical journals
receive payments from pharmaceutical and device manufacturers. These editors “wield
enormous power” over “the content and conclusion of what appears in their journals,”
and that content can “speed regulatory approval, boost sales, and increase stock price.”"!

Individual pharmaceutical companies and their trade associations also spend hundreds of
millions of dollars on lobbyists and

campaign contributions. In 2019, ‘ ‘
the Pharmaceutical Research and
Manufacturers of America spent

$29.3 million on lobbying, and

Pfizer alone spent $11 million in the

same year." Pharmaceutical
manufacturers also reported $11

million in contributions to support , ,
candidates for federal office."™ But

pharmaceutical companies do not report the tens of millions of additional dollars they
donate to politically active patient advocacy groups—at least $162.6 million from 26
publicly traded companies in 2015, according to the PreScription for Power database that
collects data from Internal Revenue Service filings of nonprofit patient advocacy groups.”
Pharmaceutical industry backing creates conflicts of interests in patient advocacy
organizations, whose constituents are directly harmed by price gouging. The National
Health Council, which represents patient advocacy organizations, repeats an obfuscating
line about complexity, insisting, “We’re in an environment where all the stakeholders are
blaming each other . . . because of escalating costs.” But only one stakeholder has
monopoly power over drug prices: the pharmaceutical industry that also contributed 62%
of the National Health Council’s 2016 budget.”™

Over half of the editors at
influential U.S. medical journals
receive payments from
pharmaceutical and device
manufacturers.

D

1) Payments to provider and patient groups, journal editors, and
?l politicians and political parties help the pharmaceutical industry
control the discourse about drug prices. Within the echo chamber of
the pharmaceutical industry’s “price of progress” talking points,
highly limited, self-serving, or counterproductive “solutions” appear
as powerful measures to improve access to medications. Promises of
donations of vaccines and treatment do little to mitigate the harm
from monopoly pricing, for example, but pharmaceutical companies eagerly offer
donations while refusing to negotiate lower prices for desperately needed medicine. As
Jason Cone of Doctors Without Borders argued after rejecting Pfizer’s offer to donate
pneumonia vaccine doses to the organization, corporate drug donations cannot secure a
timely, reliable supply of the drugs that are needed when people need them.” The
conditions attached to the use of donated medicines, the cover that “donations” provide
to price gouging by drug companies, and the suppression of lower-priced competitors that
might offer routine access to affordable medicines all led Cone to conclude that “free is
not always better.” The American Diabetes Association reached a similar conclusion




about pharmaceutical companies’ patient assistance programs, stating that such
measures are “not deemed to be a long-term or comprehensive answer to the rising cost
of insulin for the vast majority of people with diabetes.”*" Patients themselves describe
the “all-consuming” search for new coupons and discounts and the “primal fear” that
their precarious dependence on these corporate public relations programs provokes.™

When policy debate on high drug prices takes place, it tends to be directed at
“managing costs” and insulating patients from the burden of high prices
rather than challenging the abuses of monopoly patents for profit
maximization. Changing insurance-benefit design to reduce patient
copayments does nothing to help uninsured people in the U.S.—still
disproportionately Black and Brown—and simply shifts an unjustifiably
inflated price to insurers and public health care programs. Similarly, calls for
encouraging changes in providers’ prescribing patterns to favor lower-priced
drugs risks withholding clinically appropriate treatment, all without addressing the
fundamental problem of pricing. Black and Brown patients already face interpersonal and
structural racism in prescribing decisions of medical professionals. Intervening in drug
pricing by placing more obstacles in the way of access to medications and offering
additional justification for interpersonal and structural racism within health care systems
is likely to further exclude Black and Brown patients from access to treatment. These cost
management proposals are a distraction. As the Partnership for Quality Care, a coalition
of health care employers and labor unions, concluded, “The pricing stands in the way of
achieving the public health benefits that these drugs promise.”™"i

Proposals for reforms that

‘ ‘ merely cushion the blow of high
drug prices—and that notably
Pharmaceutical industry backing ignore their excessive harm to
creates conflicts of interests in Black and Brown communities—
patient advocacy organizations leave intact the monopoly patent
whose constituents are directly system that empowers for-profit

pharmaceutical companies to

control prices absolutely. Calls
, , for exceptions to patent

monopolies during recognized
emergencies, like the COVID-19 pandemic, highlight the refusal to acknowledge the
constant state of emergency that Black and Brown people must navigate every day."i
Temporary safe harbors from the health effects of price gouging—Ilike donations,
discounts, and caps on copayments—keep power in pharmaceutical company hands
despite decades of evidence that those companies cannot be trusted to put public health
before private profit.

harmed by price-gouging.
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Big Pharma’s Top Profiteers

The global pharmaceuticals market is one of the world’s largest, with nearly $1 trillion in
sales annually. The highest-grossing corporations, executives, and investors see chronic
diseases, like diabetes, and pandemics, like COVID-19, as an opportunity to maximize their
profits. They use their money, power, and relationships to influence policies beneficial to
themselves, such as patent law; lobby at the local and federal levels; and contribute
millions to candidates that will favor their bottom line. Individuals and companies have
amassed extravagant wealth through their exploitative business practices.
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Eli Lilly, Gilead, Bausch, AbbVie,
and Pfizer had combined 2019
revenues of $138.4 billion. Their
top five highest-paid executives
received more than $277 million
in total compensation in 2019.
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Excessive Executive Compensation and Shareholder Returns: An Enormous Transfer of
Wealth

These five companies—Eli Lilly, Gilead, Bausch, AbbVie, and Pfizer—had combined 2019
revenues of $138.4 billion. Their top five highest-paid executives received more than
$277 million in total compensation in 2019,

The emphasis on shareholder returns is a powerful driving force behind price gouging,
patent abuse, and other exploitative pharmaceutical industry practices. Vanguard,
BlackRock, and State Street are the top three largest shareholders across the five
companies, with holdings worth a total of $105 billion.** Shareholders profit from the
abuses of the industry and bear responsibility.

e Vanguard owns shares valued at $42.9 billion @
/]

e BlackRock owns shares equaling more than $38 billion u'

e State Street owns shares totaling about $24.1 billion

Eli Lilly and Company

Headquartered in Indianapolis, Eli Lilly had $22.3 billion in revenues in 2019."* CEO David
Ricks took $21.3 million in total compensation in 2019; the top five most highly
compensated Eli Lilly executives took a combined total of $50 million."

A notable former Eli Lilly executive is Alex Azar. Before Donald Trump appointed Azar as
head of the Department of Health and Human Services, he was president of Eli Lilly’s U.S.




division. Under Azar’s watch, the price of the company’s analog insulin doubled. Now he is
tasked with overseeing the government’s plan to “lower” those same prices.

Eli Lilly is one of the three largest insulin manufacturers in the world. Lilly’s brand-name
insulin, Humalog, first sold in 1996 for $21 per vial, and without any change in the drug
itself, the price continued to rise, costing almost $300 per vial in 2018.™" Lilly’s
“competitors” are Novo Nordisk and Sanofi, but the three companies have raised insulin
prices in near lockstep, leaving patients with no lower-cost option.™ Continual price
hikes and reports of deadly insulin rationing triggered several state investigations and
class action lawsuits:

® In 2017, a class action lawsuit on behalf of patients who use insulin accused Eli
Lilly, along with Novo Nordisk and Sanofi, of engaging in an “arms race” to inflate
list prices of insulin. Two months after the suit was filed, Lilly again raised the
price of its brand-name insulin, Humalog, by 7.8%.%%" In 2019, a New Jersey judge
allowed the lawsuit’s claims of state consumer protection law violations to
proceed.™

e The Attorneys General of Kentucky and Minnesota separately sued Eli Lilly, Novo
Nordisk, and Sanofi in 2018 alleging pricing practices that violate their states’
consumer protection laws.™"

e Harris County, Texas, also sued Eli Lilly, Novo Nordisk, and Sanofi, alleging a”15-
year scheme” to rig insulin and Trulicity prices that cost the county millions of
dollars annually in state government health care spending.”!

e After negotiating compromise language in the Alec Smith Insulin Affordability Act,
named for an uninsured 26-year-old man who died after rationing his insulin in
2017, the Pharmaceutical Research and Manufacturers of America sued the State
of Minnesota on behalf of Eli Lilly, Novo Nordisk, and Sanofi to block enforcement
of the law.ii

The trade group’s lawsuit argues that “a state cannot simply commandeer private
property to achieve its public policy goals,” arrogantly dismissing the experience of
patients with diabetes—disproportionately Black and Latinx—whose lives are threatened
precisely by the designation of a lifesaving drug as “private
property.”

Alec Smith’s mother, Nicole Smith-Holt, said, “[Diabetes] is a
treatable, manageable disease, and people shouldn’t be dying from it
because they should be able to afford their life-saving

medication. . . . Without it they die.”™*




Gilead Sciences, Inc.

Headquartered in Forest City, California, Gilead had $22.4 billion in revenues in 2019.>
Chairman and CEO Daniel O’Day took $29.1 million in compensation in 2019; the top five
highest-paid executives in the company took a combined total of $58.9 million.

Remdesivir Profiteering

Gilead has been in the headlines for its COVID-19 drug, remdesivir. While it was still being
tested as a possible treatment, leaked anecdotes from ongoing studies added $35 billion
to Gilead’s market capitalization. An analyst from SVB Leerink speculated, “This seems a
generous amount of credit for a product that the company has specifically stipulated will
not be sold for a profit, but investors may be discounting that commentary” [emphasis
added] .

A montbh later, Gilead announced the price of remdesivir: $3,100 per patient. The original
discovery of remdesivir as a candidate for the treatment of ebola, SARS, and MERS was
accomplished with $75 million in National Institutes of Health funding,” and the U.S.
government has invested $30 million in clinical trials of remdesivir in COVID-19
patients.”™ " Moreover, the Institute for Clinical and Economic Review noted that Gilead
had been developing remdesivir as a treatment for hepatitis C, and the company has
recouped much of those development costs from its sales of other hepatitis C drugs, like
Sovaldi and Harvoni.

Sovaldi and Harvoni Price Gouging

Gilead priced Sovaldi at $84,000 in the U.S., a price that was deemed unaffordable by
most state Medicaid programs despite its 90% cure rate, leading the House Committee on
Energy and Commerce to point out that “a treatment will not cure patients if they cannot
afford it.”>vi

Blocking Access to HIV Medications

A class action suit filed by HIV/AIDS activists alleges that Gilead conspired with other
pharmaceutical companies to exclude cheaper generic ingredients in HIV drugs to force
higher prices.”™ i Gilead’s Complera combination antiviral treatment

could have been sold for half its $35,000-per-year price if itused [
those generic components, according to the lawsuit.™*ii

Another lawsuit alleges that Gilead hid evidence of kidney and bone
damage from its older, TDF-based HIV drugs while suppressing
development of less toxic, TAF-based drugs in order to maximize
profits from the patents on its older, riskier drugs.”**




Truvada Patent Infringement

The U.S. Department of Justice filed a lawsuit against Gilead in August 2019 alleging that
the sale of Truvada and Descovy for use as HIV/AIDS preexposure prophylaxis (PrEP)
infringes on patents assigned to the U.S. Department of Health and Human Services.*

Cancer Drug Price Gouging

e Gilead set a price of $373,000 for its cancer treatment, Yescarta, which
investment-advice website the Motley Fool suggested “could meaningfully offset
Gilead Sciences' declining hepatitis C drug revenue next year.”*

e |n 2018, the National Institute for Health and Care Excellence deemed Yescarta
too expensive to justify coverage by Britain’s state-funded health service."

e In December 2019, a jury found that Gilead subsidiary Kite Pharma violated a
patent from Memorial Sloan Kettering Cancer Center when developing
Yescarta.

Bausch Health

Bausch Health is the post-scandal name of Valeant Pharmaceuticals, which became
notorious for its business model of acquiring makers of existing drugs and hiking prices
while spending less on research than any other pharmaceutical

company. Headquartered in Quebec with U.S. operations based in

New Jersey, Bausch had $8.6 billion in revenues in 2019.%Y CEO i P o
Joseph Papa took $17.1 million in total compensation in 2019; the top QQ
highest-paid executives took a combined total of $35.1 million.* W A W

Price-Gouging Business Model

Before changing its name to Bausch Health, Valeant Pharmaceuticals faced scrutiny over
its pattern of buying up other drug companies, laying off workers, loading up on debt, and
jacking up the prices on its acquired portfolio of drugs.

e After acquiring two drugs for the rare condition Wilson’s disease in 2015, Valeant
hiked the price of Syprine from $1,395 to $21,267 and the price of Cuprimine
from $888 to $26,189.%"

e After acquiring the diabetes drug Glumetza, Valeant raised its price by 800%. "
e Valeant acquired blood pressure drug Nitropress and hiked the price by 212%.* i

e Valeant bought the rights to another heart drug, Isuprel, for the treatment of
congestive heart failure, and immediately raised the price 525%.**

e Faced with criticism of its price-gouging business model, a Valeant spokesperson
insisted that its duty was to “maximize the value” for shareholders.*
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e Valeant investor Bill Ackman explained why Valeant was buying up drug
companies instead of inventing new drugs: “Valeant believes that they are not
good at drug development, i.e., or really coming up with new molecules and
taking them all the way to the approval process. . . . If you regulate prices, if you
say you can't charge market for a drug, that’s going to reduce the profit. That’s
going to reduce the cash they have to buy the next drug company.”®

AbbVie Inc.

AbbVie is headquartered in Chicago. The company was part of Chicago-based Abbott
Laboratories until Abbott spun out its pharmaceutical business into AbbVie in 2012. The
company had $33.3 billion in revenues in 2019. CEO Richard Gonzalez’s total
compensation was $21.6 million; the top five most highly compensated executives took a
total of $69.4 million.ct

In July 2020, Professor Ya’acov Nahmias of Hebrew University of Jerusalem told the
Jerusalem Post that he and Dr. Benjamin tenOever of Mount Sinai Medical Center in New
York had seen potentially promising results in experiments using AbbVie’s cholesterol-
lowering drug, TriCor, to treat COVID-19.

This isn’t the first time TriCor was in the headlines. In October 2018, the U.S. Department
of Justice announced that AbbVie and Abbott Laboratories would pay $25 million to
resolve a False Claims Act lawsuit involving TriCor. A whistleblower inside the company
alleged that between 2006 and 2008, Abbott paid kickbacks to physicians for TriCor
prescriptions and that the company engaged in illegal off-label marketing of the drug.®V
The companies did not admit to wrongdoing.

Price Gouging and Patent Abuse

AbbVie is best known for Humira, which is used to treat rheumatoid arthritis and a host of

other immune disorders. In 2019, Humira brought in about $19.2 billion for the company,

nearly 60% of AbbVie’s total revenues for the year. Between 2012 and 2018, Humira

brought in $56 billion in the United States alone. Humira is so lucrative for AbbVie

because the company has made it extremely expensive, costing about $4,500 for a one-
month supply.® Between 2012 and 2018, AbbVie raised the
price of the drug 144%.

In 2014, AbbVie’s CFO said that “with a product as important
and as attractive as Humira, you do everything you can on
the IP front to ensure that you’ve protected it to the best
you can.”®" AbbVie protected itself from competition with
Humira with an extremely aggressive patent strategy,
applying for 247 new patents for the drug in advance of the
2016 patent expiration.®'" Humira was first marketed in
2002; AbbVie filed 90% of the new patent applications after
2014.“* AbbVie appears to have been working to cover all of
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its bases, filing patents on things like the manufacturing process and ingredients and
formulations the company thought competitors might want to use.

The strategy was successful. Companies interested in making Humira biosimilars chose to
settle with AbbVie and agreed to wait until 2023 to produce their versions of the drugs,
rather than deal with years of expensive litigation or risk going to market with a product
AbbVie could then sue them over. AbbVie effectively extended its monopoly until 2023,
allowing the company to continue charging exorbitant prices with no competition.® |-
MAK estimates that the extended monopoly will cost Americans $14.4 billion.®%

In a class action lawsuit filed in 2017, plaintiffs (including purchasers of Humira) alleged
that AbbVie’s patent strategy violated antitrust laws. The judge dismissed the case in June
2020, noting that “AbbVie has exploited advantages conferred on it through lawful
practices and to the extent this has kept prices high for Humira, existing antitrust doctrine
does not prohibit it. . . . The legal and regulatory backdrop for patented biologic drugs,
together with a well-resourced litigation strategy, gave AbbVie the ability to maintain
control over Humira.”® |n other words, what AbbVie did to protect its monopoly and its
obscene profits may be morally reprehensible, but it was not illegal. It is likely that the
legal departments of other pharmaceutical companies are paying close attention to this
ruling. (The plaintiffs asked the judge to dismiss with prejudice, an indication that they will
mount an appeal).®"

In a letter to investors in the company’s 2019 annual report, CEO Richard Gonzalez
boasted to investors that 2019 was AbbVie's fifth year in a row of double-digit earnings-
per-share growth, that it had increased their dividend by 195% since its inception, and
that it’'s been a member of the S&P Dividend Aristocrat Index since 2013.%" The
appropriately named Aristocrat Index is made up of companies that have increased the
dividend paid to shareholders for at least 25 consecutive years.

Pfizer, Inc.

Pfizer, based in New York City, had $51.8 billion in revenues in 2019." CEO Albert Bourla
took $17.9 million in total compensation in 2019; Pzifer’s top five most
highly compensated executives took a combined total of $63.9 i Y

million. o @

Pfizer is developing a COVID-19 antiviral and working with German firm J \,
BioNTech on a COVID-19 vaccine.® |n July 2020, the FDA granted the

companies “fast-track” status on two of the potential vaccines, speeding up the
regulatory approval process.®*

Price Gouging and Patent Abuse

Lyrica, an anticonvulsant used for epilepsy and nerve pain, brought in $3.2 billion in
revenues for Pfizer in 2019.%* The drug has been so lucrative for the company because
Pfizer has consistently raised its price. Between 2012 and 2018, Pfizer hiked Lyrica’s price
by 163%.°% In late 2018, Senate Finance Committee Ranking Member Ron Wyden, D-
Oregon, demanded that Pfizer explain its “consistent and egregious price increase” on




Lyrica, pointing out that the drug cost Medicare $2.1 billion in 2016.*" Pfizer has
continued to raise prices on its drugs since.”"

Facing the expiration of its Lyrica patent and thus profit-threatening
competition from other drug makers, Pfizer filed for numerous new
patents, including for a controlled-release version of the drug. Pfizer
successfully extended patents on Lyrica for another 20 years. I-MAK cites
Lyrica as a “prime example of over-patenting based on trivial inventions
that are often used by drugmakers in order to artificially extend their
commercial exclusivity while raising prices.” >V

Bextra: Massive Criminal Fines and Civil Settlements for Fraud

In 2009, the U.S. Department of Justice fined Pfizer $2.3 billion, the largest health care
fraud settlement and the largest criminal fine ever imposed at that point in U.S. history,
for “criminal and civil liability arising from the illegal promotion of certain pharmaceutical
products.”<*

As part of the settlement, Pfizer subsidiary Pharmacia & Upjohn pled guilty to a “felony
violation of the Food, Drug and Cosmetic Act for misbranding” the prescription strength
NSAID painkiller Bextra “with the intent to defraud or mislead.”® Pfizer pulled Bextra
from the market in 2005 at the request of the FDA due to safety concerns, including risk
of skin reactions that could be fatal.®i' Before ceasing sales of the drug, according to the
U.S. Department of Justice, Pfizer promoted Bextra for several uses and dosages despite
knowing that the FDA had declined to approve the drug for those specific uses for safety
reasons. Pfizer paid a fine of $1.3 billion over these charges.

Pfizer also agreed to pay another $1 billion—the largest civil fraud settlement in American
history at the time—to settle allegations under the civil False Claims Act. Pfizer is alleged
to have illegally promoted Bextra, Lyrica, and two other drugs and to have paid kickbacks
to health care providers in exchange for prescriptions of these drugs.®i

Experiments on Nigerian Children End with 11 Children Dead

In 2000, the Washington Post published results of its investigation into Pfizer’s
experiments on children in Kano, Nigeria, during a meningitis epidemic in 1996. Pfizer had
a drug called Trovan that had never been tested on children. Unable to find clinical trial
subjects in the United States, Pfizer used the meningitis epidemic in Nigeria as an
opportunity to test the drug that it hoped could bring in $S1 billion a year if approved for
all its potential uses.o**

Pfizer enrolled 200 sick children in Kano in the experiment. Eleven died; others suffered
lingering meningitis-related symptoms, including deafness, blindness, and seizures. One




child was left unable to walk or talk. The Post detailed numerous irregularities with the

project, including allegations that Pfizer did not adjust treatment for children who were
failing to respond positively to the drug. The Post found that parents were not informed
that their children were part of an experiment, nor were they told that there was another,
proven treatment available. A Doctors Without Borders physician who reviewed the
records of one of the children who died told the Post that “it could be considered
murder.” >

The FDA never approved Trovan for children, but Pfizer brought the drug to market for
adults in 1998. Trovan was available for about 16 months, during which time there were

140 reports of liver problems. At least 14 people suffered liver failure,
and 6 of them died.®

‘& /' After the Post’s exposé, an internal Nigerian investigation found that

® the experiment was “an illegal trial of an unregistered drug,” a “clear

case of exploitation of the ignorant,” and a violation of Nigerian and
I \. international law.”® The report eventually led to multiple lawsuits

and Nigeria's filing of criminal charges against Pfizer, including counts
of criminal conspiracy and voluntarily causing grievous harm i

In 2010, WikiLeaks released U.S. State Department cables that suggest Pfizer may have

blackmailed the head of Nigeria’s Ministry of Justice into dropping its $6 billion criminal
lawsuit and settling with Pfizer for $75 million.®V

These are just a few of the worst examples of an industry designed to keep patients sick
and make money from the pain of those who can least afford to pay the back-breaking
price of prescription drugs. Far from supporting health, well-being, and the best in
medical care, Big Pharma’s exploitation of racialized capitalism is poisoning communities
across the country. While these are some of the largest companies, there are dozens

more—built in this same, profit-driven model, with deadly results for those who can’t
afford the high cost of care.




Recommendations

This report focuses on just a few of the elements that make up the horrors of the
pharmaceutical industry. We know that this industry is powerful and toppling it will be no
small feat. Exposing these corporations’ business practices is just one step that must be
accompanied by a movement. We know we cannot continue on this path if we want to
properly address an increasing number of public health emergencies. To that end, we
make the following recommendations.

e Ensure medications and vaccines used to treat the coronavirus are offered free
of charge

o A pandemicis no time for profiteering. To stop the spread of the COVID-
19, we need to make sure that treatment for the virus and for any
comorbidities are available to all, regardless of economic status. These
medications and vaccines were created with public funding, and it should
be considered a public health imperative to offer them for free.

e Within agencies at the Department of Health and Human Services, designate
systemic racism as a public health emergency

o We've seen time and time again that systemic racism against Black,
Brown, and Indigenous communities leads to worse health outcomes.
Designating systemic racism as a public health emergency cannot be a
simply rhetorical act—it must by accompanied by concrete policy to
address the racial disparity in access to medications.

e Take measurable steps toward strengthening the public’s ownership of
medicines

O Our system of creating medications and vaccines is made horribly
inefficient by a convoluted, profit-driven approach. We must ramp up
production capability and immediately stop handing over patent
monopolies to for-profit corporations. It should be the public’s goal to
benefit from our own medications and not be held to the desires of
megacorporations.

e Issue reparations for past harms from the pharmaceutical Industry

o Without acknowledgment of harm and concrete compensation, the
pharmaceutical industry has not been held accountable for its past
actions. Pharmaceutical companies should begin a process with a goal of
issuing reparations to communities that have been ravaged by their
actions.

e Impose compulsory licensing

O It's clear that pharmaceutical companies have abused their monopoly
power, and our public health has suffered as a result. The government
must use all of the tools at its disposal—including seizing the patents in
particularly egregious cases—immediately to put an end to price gouging.
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