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circumstances.” But even that period could have raised drug prices and decreased
drug access in developing countries such as Vietnam that had signed on to the
pact.”® With the TPP, the United States, to some extent, would have been exporting
its own intellectual property protections abroad. In one of his first actions in office,
however, President Trump scrapped the entire Trans-Pacific Partnership, as part of
an effort to move away from free trade policies.

The international debate is yet more evidence of the unique place the United
States occupies in the pharmaceutical industry, both in production and in purchas-
ing. According to the Organization for Economic Co-operation and Development,
the United States is both the world’s largest pharma producer, at 39 percent of global
production, and the world’s largest purchaser, at 45 percent of global sales.”” In other
words, domestic U.S. business sustains the pharmaceutical industry — the United
States is the largest producer of pharmaceuticals, but it also provides a near-majority
of the industry’s sales, in part of because of high prices.

One could argue that by serving as the main profit source for pharmaceutical
companies, the United States is simply subsidizing lower prices in other countries.
Maybe it’s Canadians who should be thanking us for providing the lion’s share of the
pharma profit margin. The answer to that question is unclear — do pharmaceutical
companies actually need the amount of return we currently provide, for example? —
but what is clear is that a mix of dysfunctional market dynamics, strong intellectual
property protection, and regulation has led to the complicated, expensive situation
we have in the United States.

In many cases, the incomplete solution we have come up with is generic competi-
tion, which we introduce next. As this book warns, however, the generic revolution
has its own challenges.
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The magic of generic substitution usually takes place without any intervention on
the part of the patient. A doctor’s written prescription for Phizer’s Zoloft is substituted
seamlessly for a generic bottle of sertraline by the time the patient reaches the
pharmacy. Patients who have standard sinus infections will probably leave their
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