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BACKGROUND INFORMATION
We all know there are serious problems in our broken healthcare system. For decades,
government intervention has caused market distortions, introducing fixes that make matters worse.
A prime example is the Affordable Care Act (Obamacare), which for most Americans, has only led
to higher insurance premiums and fewer choices in the healthcare marketplace.
Congress is again preparing to make significant changes to our healthcare system—it is widely
expected that Congress will vote on some sort of compromise deal by May 2020.
As conservatives, we must steer our legislators away from the heavy hand of big government and
towards market-based solutions as they seek to address the following two issues:
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Patients who schedule medical care from providers that are
Surprise Medical Billing
listed as in-network with their insurance providers sometimes receive bills from out-of-network
doctors such as anesthesiologists, radiologists, or pathologists that are part of their care
team. The insurance provider will not cover the out-of-network costs and so patients may find
themselves saddled with bills that can be very high, potentially running into tens or even
hundreds of thousands of dollars.
[See Addendum 1: Surprise Medical Billing]
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Prescription Drug Pricing
Many Americans receive their prescriptions through Medicare
Part D, and plans and manufacturers are currently incentivized to push high-cost Medicare
patients into the “catastrophic tier” of prescriptions, where the taxpayers must cover 80%
of the prescription costs. And under Medicare part B, physicians are financially incentivized
to prescribe more expensive drugs when cheaper alternatives are available. Additionally,
current laws and regulations make it unnecessarily difficult for drug manufacturers to
introduce new, cheaper generics into the marketplace.
[See Addendum 2: Prescription Drug Pricing]

The Legislative Landscape
There are a number of bills being debated in the House or the Senate that address either one or
both of the aforementioned issues, but ultimately a vote is expected on a healthcare package deal
that could pull parts and pieces from several of these proposals:
H.R. 3 – Lower Drug Costs Now Act (Pelosi-backed bill)
S. 2534 – Prescription Drug Pricing Reduction Act (Grassley-Wyden bill)
S. 1895 – Lower Health Care Costs Act (HELP - surprise billing)
H.R.3630 – No Surprises Act (E&C - surprise billing)
H.R. 5826 – Consumer Protections Against Surprise Medical Bills Act (W&M - surprise billing)
H.R.5800 – Ban Surprise Billing Act (Ed & Labor - surprise billing)
H.R. 19 / S. 3129 – Lower Costs, More Cures Act (GOP alternative to H.R. 3)
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Some of these bills do contain helpful measures that align with conservative policy, however many
of these bills contain some form of government-mandated price controls, either directly or
indirectly, that warrant conservative opposition to the bill in its entirety. The cure should never be
worse than the disease.
Government-mandated price controls don’t work. They ignore basic economic principles and have
unintended consequences. Price controls in health care only serve to reduce access to new
treatments, stifle research and innovation, and increase health costs in the long run.
Whether it be for prescription drugs or for out-of-network physician services, conservatives should
remain firmly opposed to any soviet-style price controls where a Washington bureaucrat arbitrarily
dictates prices to the rest of the nation..

Conservative Policy Solutions
Congress should reject any deal that contains price controls. The appropriate way to address
these issues is by ensuring a robust and transparent marketplace. Congress can do this by
removing bureaucratic red tape, increasing price transparency for consumers, and better
aligning market incentives.
Surprise Medical Billing — Congress should require healthcare providers to supply a good-faith
estimate of the cost of scheduled medical care before it occurs and establish penalties for any
insurer that falsely represents a facility as being in-network, and for any provider practice that
presents itself as being in-network if doctors at that practice balance-bill for services. Additionally,
Congress should use existing rules to ban balance billing for non-network emergency care.
[See Addendum 1: Surprise Medical Billing]
Prescription Drug Pricing — Congress should restructure the Part D program to disincentivize plans
and manufacturers from pricing drugs at a level that would place them in the catastrophic tier.
Additionally, placing a limit on reimbursements under Part B would eliminate a perverse incentive
for doctors to prescribe more expensive medicines. And lastly, Congress should close loopholes in
federal law that prevent market competition between brand-name manufacturers and their generic
competitors. [See Addendum 2: Prescription Drug Pricing]
Conservatives should urge lawmakers to reject price controls and instead adopt conservative
solutions that remove bureaucratic red-tape, reform existing programs, and create more
choice and transparency in the healthcare marketplace for consumers.
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KEY TALKING POINTS
Remember Obamacare. You were
told that you could keep your doctor.
You were told costs would go down.
10 years later and Congress is
debating bills to address the fact that
many Americans can’t see their doctor
and that costs have only risen. Once
again, Washington politicians are
telling us that more government is
the answer.
Senator Grassley’s Prescription
Drug Pricing Reduction Act (S.2543)
arbitrarily ties Medicare Part D drug
prices to the rate of inﬂation. This
penalizes drug companies who
appropriately adjust prices to respond
to changes in cost, sales, or other
market forces.
House Democrats’ Lower Drug
Costs Now Act (H.R. 3) imports
price controls from foreign countries.
In addition to tying drug prices to
the rate of inflation, it arbitrarily pegs
drug prices to drug prices in other
countries. This has the direct effect
of imposing the price controls of
countries with socialist healthcare
directly onto the American market.
Countries with price controls also
suffered a decline in pharmaceutical
research and development. In 1986,
European firms led the U.S. in
spending on pharmaceutical research
and development by 24%. After the
imposition of price control regimes,
they fell behind. By 2015, they lagged
the U.S. by 40%.

Conservatives should reject
big-government price controls. The
cure should never be worse than the
disease and soviet-style price controls
won’t heal America’s healthcare system.
We need a free, open, and transparent
marketplace.
There are conservative policy
solutions to address the dual
problems of surprise medical billing
and prescription drug costs. There is
no logical reason that any of the
currently proposed bills “must pass.”
Congress should reject the price
controls found in many of the currently
proposed bills and pass legislation
that opens up the healthcare market—
instead of crushing it.
Access to new drugs is much greater
in the U.S. than in countries that have
implemented price controls. Of new
pharmaceuticals introduced between
2011 and 2018, 89% are available to
In America, compared with 62% in
Germany and 60% in the United
Kingdom. Less than 50% are available
in Australia, Canada, France, and Japan.
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CALL YOUR MEMBER OF CONGRESS
Find your representative’s phone number online at www.heritageaction.com/action

My name is [NAME] from [CITY AND ZIP CODE] and I am calling [Member of

Congress] to urge them to oppose big-government price controls in all future healthcare
packages.

Whether it be for prescription drugs or for surprise medical billing, the government should
not be dictating prices to the market.

To fix these issues, Congress should turn to solutions that create more choice and
transparency in the healthcare marketplace for consumers.

We should make it easier for new, generic prescriptions to be sold. We can also change

Medicare so doctors are incentivized to prescribe patients lower-priced drugs, instead of
the more expensive alternative.

And rather than telling physicians how much they should charge for their services, we should
give power to Americans to find the best quality healthcare at a price they can afford.
I know Congress is looking to pass a healthcare deal. I’m asking [Member of Congress] to
reject any deal where the government dictates prices to the market. I’m opposed to
socialism and I’m opposed to socialist price controls.

Thank you for passing along my message.
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SOCIAL POSTS
Share and download at www.heritageaction.com/toolkit/oppose-socialist-health-care

Remember: Insert The Social Handle Of Your Member

GRAPHICS
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ADDENDUM ONE: Surprise Medical Billing
Congress should solve the surprise medical billing (balance billing) problem by giving patients more
control over their health care costs with transparent information about medical prices, enforcing truth
in advertising, and placing limitations on balance billing for emergency services.

BACKGROUND

Surprise medical bills are a source of frustration for many Americans. Patients who schedule medical
care from network physicians or at network hospitals sometimes receive bills from doctors outside the
network such as anesthesiologists, radiologists, or pathologists. Or a patient may be transported to a
nearby emergency department, only to learn that the hospital was not in his/her insurance company’s
network. In cases like these, patients are saddled with bills that can be very high, potentially running
into tens or even hundreds of thousands of dollars.

PROPOSAL
In order to best address surprise medical billing, Congress should implement three reforms. First,
Congress should require healthcare providers to supply a good-faith estimate of the cost of
scheduled medical care before it occurs, unless the patient declines an estimate. Providers that
refuse to supply an estimate before providing care should not be able to “balance bill” afterward.
Second, Congress should protect consumers against false and misleading information by establishing
penalties for any insurer that falsely represents a facility as being in-network, and for any facility that
presents itself as being in-network if doctors balance-bill for services they provide at that facility.
Third, Congress should use existing regulations to ban balance billing for non-network emergency
care. In these limited, emergency situations, Congress should require insurers to pay, and providers
to accept, reimbursement rates spelled out in existing federal regulations.

TALKING POINTS
Current House and Senate proposals rely on sweeping and unnecessary federal price regulation,
rather than market-based alternatives, to eliminate balance billing. Both would force doctors and
insurers who have not contracted with each other to accept rates set in contracts they haven’t
signed.
Our proposal guarantees no more surprises without resorting to heavy-handed measures.
Congress should solve the balance-billing problem by giving patients more control over their
medical care with accurate information about medical prices.
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ADDENDUM TWO: Prescription Drug Pricing
What to Do – And Not to Do – on

Reform

THE PROBLEM

THE PROPOSAL

While overall drug prices have been falling for
2 years, the prices of some drugs, including
some of the most expensive ones, have
continued to rise. Higher prices for physicianadministered drugs and specialty medicines
contribute to rising health insurance premiums
and to higher taxpayer spending on Medicare.
Government policies have led to this situation.

Congress should reform Medicare prescription
drug programs and remove barriers to
competition by closing loopholes in federal law.
These proposals will provide relief from high
costs for patients and taxpayers, help taxpayers
by reducing handouts to industry, and “do no
harm” to America’s leadership role in innovation
and access to new cures.

Reform Medicare Prescription Drug Programs: End Flawed Incentives Contributing to Higher Costs
Medicare pays for prescription drugs through two programs: Medicare Part D and Medicare Part B.
Both need reform.

Medicare Part

D

The Medicare Part D program allows seniors to choose the prescription drug coverage that best
meets their needs.
It’s generally working really well, because it relies on private, market competition among
drug plans that compete against each other based on quality and price. These private plans
negotiate discounts, rebates and other price concessions with drugmakers, without government
interference. This private competition has resulted in a program that costs far less than projected
by government estimators, something virtually unheard of in federal health care entitlement
programs. One study found that for every $100 spent on Part D, Medicare saves $95 on hospital
and doctor spending, while delivering better outcomes.
Reform should build on this success, by removing an unintended incentive in the program
for drug makers to drive up costs on expensive drugs. One area of the program has seen
big cost growth: expenditures on costly, “specialty drugs.” Under Medicare Part D, taxpayers
pay most of the costs of expensive specialty drugs. Private drug plans bear a very small
percentage of the costs of these medicines and manufacturers bear none at all. Drugmakers
have little incentive to offer discounts and rebates for these medicines, and prescription drug
plans have little motivation to seek them. Congress should restructure the Part D program to
require drug manufacturers and prescription drug plans to bear more of the costs of these
expensive drugs. It should also protect seniors against high drug expenditures by capping
the amount a senior has to pay in a calendar year for their medicines. No longer would seniors
with cancer and other diseases that require expensive treatments face onerous bills for their
medicines.
Beneﬁts: These changes would lower drug spending among seniors, reduce costs to taxpayers,
and strengthen the already highly-functional Part D benefit structure.
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Medicare Part

B

Medicare Part B covers drugs that are administered by physicians (e.g., chemotherapy drugs), as
opposed to those drugs that seniors typically get at their pharmacies. Unlike Part D, the governments
sets the prices Medicare pays for drugs under Part B. Unlike with other administered prices in
Medicare, the government attempts to base reimbursement rates for Part B drugs on a product’s
average sales price, net of rebates, discounts and other price concessions. Flaws in this approach
have contributed to an explosion in Part B spending, as opposed to the market-based Part D
program, where spending growth has remained moderate. This higher spending affects beneficiaries,
since they are responsible for 20 percent of the cost of a Part B drug. And since premiums must
finance 25 percent of the Part B program, that higher spending also leads to higher premiums for
seniors, and higher costs to taxpayers.
Proposed Change: Congress can moderate these costs by removing government incentives that
encourage higher prices. Congress should cap so-called “add-on payments” for Medicare Part B
drugs, end the policy of paying more to hospital outpatient departments to administer such drugs
than it pays in other clinical settings, and explore moving coverage of Part B drugs to Part D.
Beneﬁts: These changes would help taxpayers by moderating Part B drug spending, and give
seniors relief from rising Part B premiums and pay less for Part B drugs.

Reduce drug prices by removing barriers to choice and competition
Federal law encourages innovation by granting manufacturers a limited period of market exclusivity,
during which their product has no competitors. It encourages competition by limiting this period of
exclusivity, encouraging the introduction of generic competitors. As a result, 90 percent of prescriptions
filled by Americans in 2017 were for generics. Generics are very affordable, with 93 percent costing
$20 or less. These lower prices saved consumers nearly $1.8 trillion in drug spending between 2008
and 2017. Some manufacturers have exploited legal loopholes to impede generic competition.
Proposed Change: Congress should close these loopholes by:
Outlawing payments from manufacturers to generic companies in order to keep the generic
company from introducing its product into the marketplace.
Outlawing tactics used by manufacturers to prevent generic companies from obtaining
samples of their products, samples that are needed to develop and test their generic alternatives.
Ending the abuse of “citizen petitions,” when drug manufacturers use them merely to delay the
introduction of lower-priced generic alternatives.
Beneﬁts: These changes will make lower cost prescription drugs available more quickly to
Americans who need them, help moderate prescription drug spending growth, and strengthen
and improve a legal arrangement that both encourages innovation and makes affordable generic
products available throughout the marketplace.
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Congress Also Should Reject Flawed Policies in RX Drugs Legislation
In addition to pursuing positive reforms, policymaker must also reject ﬂawed policies – price
controls – that will undermine America’s standing as the world’s innovator in new medicines.
Some in Congress support legislation that would impose government price controls on prescription
drugs. H.R. 3, for example, would invest the HHS Secretary with the authority to “negotiate” drug
prices with manufacturers, based on the prices foreign governments have set for those products.
While price controls will reduce unit prices for some products, they also would reduce access to
new cures and curb innovation.
This isn’t speculative. In Europe, government uses various means to control the price of drugs. These
systems, in place for decades, have had two major adverse consequences.
First, Europeans have access to fewer new treatments than do Americans. Of new active
substances introduced between 2011 and 2018, 89% are available to Americans, compared with
62% in Germany and 60% in the United Kingdom. One-half or more of these new therapies are
unavailable to Australian, Canadian, French, and Japanese patients. Price controls reduce patient
access to breakthrough drugs.
Second, price controls reduce investment in the development of new treatments. Price controls
have been common in Europe since the 1980s. As a result, pharmaceutical research and
investment has shifted dramatically from Europe to the U.S. In 1986, European firms led the U.S.
in spending on pharmaceutical research and development by 24%. After the imposition of price
control regimes, they fell behind. By 2015, they lagged the U.S. by 40%. Because of its relatively
free market system, the U.S. is now a center for pharmaceutical research and development,
something that both serves patients and bolsters our economy.
If we follow the example of Europe and impose government price controls, Americans will have
access to fewer cutting-edge medicines, fewer new cures and shorter lives because:
Price controls will reduce – through government fiat - the available money pharmaceutical
companies can devote a substantial share of their margins to research and development.
That in turn will reduce the amount companies have to invest in innovation and make
innovation less attractive to investors. Price controls will disproportionately impact new
biotech companies. These start-ups rely on investors willing to back high-risk propositions
that will, if successful, produce high rewards. Price controls reduce these rewards, making
such high-risk investments unattractive.

Less capital means less research. Less research means fewer new cures. The President’s
Council of Economic Advisers (CEA) estimates that if the price controls in H.R. 3 were to
become law, as many as 100 fewer drugs would enter the United States market over the
next decade. That’s a one-third reduction over the 300 new drugs that the president’s
economist believe would be introduced if H.R. 3 were not enacted.

Fewer cures means shorter lives. CEA estimates that by limiting access to lifesaving drugs,
H.R. 3 would reduce Americans’ average life expectancy by about four months.

Congress should reject these flawed ideas and instead pursue
positive reforms, as outlined above, that address existing government
policies that drive up costs and reduce competition.
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