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		Abstract

		Drug prices have been a conspicuous political issue in much of recent history, but no more so than during health care reform debates in 1993 and 1994.  This paper investigates possible effects of political activity on pharmaceutical prices, with a particular focus on the health care reform period.  It evaluates the extent to which pharmaceutical companies slowed the rates at which they increased prices in an attempt to preempt government intervention.  To do so, we characterize companies based on their vulnerability to future price regulation.  We then consider patterns in price movements across companies.  The results suggest that companies whose drugs had longer patent lives and who had recently increased contributions to their corporate Political Action Committees (PACs) slowed price increases during 1992 and 1994 more than their competitors.  It is difficult to distinguish pricing differences across companies in 1993, perhaps because most companies had pledged to keep price increases below the rate of inflation. 
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