10 Prologue: Big Scandals, Higher Prices

Specifically, when Turing acquired the rights to Daraprim, it maintained a
restricted distribution system originally put in place by Impax, the previous owner.#
In fact, Turing requested that a restricted distribution system be established before
the sale occurred. As we will discuss later, restricted or controlled distribution sys-
tems are mandated by the FDA as part of safety protocols when a drug presents
special concerns regarding safety, administration, or storage. Yet Impax (and later,
Turing) instituted its restricted distribution system without the FDA and for no
apparent safety reason at all, making the drug only available through Walgreen’s
Specialty Pharmacy.#* Along with creating access problems for hospitals,* the move
in part may have been designed to make it difficult for generics to gain access to the
samples needed to gain approval for a generic version of the drug.5°

Comments from Turing executives support this implication. In response to the
Daraprim pricing controversy and the potential for generic competition, the direc-
tor of patient access at Turing said the following: “Most likely I would block that
purchase [by a generic]. We spent a lot of money for this drug. We would like to do
our best to avoid generic competition. It’s inevitable. They seem to figure out a way
[to make generics], no matter what. But I'm certainly not going to make it easier for
them.”s* The comments suggest a concerted effort to block generic competition, and
a failure to accept the intent of the generic drug system. Although Turing executives
may have spoken more directly than others, actions in many corners of the phar-
maceutical industry reflect a similar mind-set. Turing’s actions, specifically the use
of restricted distribution to block competition, are now under investigation by the
New York attorney general, and U.S. lawmakers have also called on the F'T'C to look
into the Turing business model.>

As other academics have detailed, the Daraprim system was not the first time
a Shkreli-led company implemented a restricted distribution system.s> Notably,
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