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Chairman Coleman, Senator Levin and Members of the Subcommittee, thank you for the opportunity to testify on the extremely serious issue of prescription drug sales over the Internet.  I am John Scheibel, Vice President of Public Policy for Yahoo!  

Yahoo! is a leading provider of comprehensive online products and services to consumers and businesses worldwide.  Yahoo! is the Number 1 Internet brand globally and the most trafficked Internet destination worldwide.  Yahoo! offers a broad and deep array of communications, commerce and content services.

Mr. Chairman, we appreciate your leadership in this critical area and we share your concern with protecting consumers.  That is why, beginning in 2002, Overture, which later became a wholly-owned subsidiary of Yahoo!, took its first preliminary steps to address this issue.  At that time, Overture prohibited online pharmacies from advertising that prescription drugs could be purchased without a prescription.  Then, in November of 2003, we took industry-leading actions to better ensure that our sponsored search listings of online pharmacies meet high standards of integrity and accountability.   Sponsored search is a program under which advertisers bid on search terms in order to get placement in search results.  Only those listings relevant to a search term are permitted to enter or remain in the active database.   These listings are clearly labeled “Sponsor Results” throughout the Yahoo! site.   

In November of 2003, Yahoo! took the unprecedented action of  removing all sponsored search pharmacy listings for prescription drugs as an interim step to developing a more comprehensive program that would maintain our commitment to providing consumers, advertisers and partners with the best online experience possible.   Our message was clear:  until we could create a safer environment for such online advertising, there would be no sponsored search listings for prescription drugs on Yahoo!      

Beginning in February of 2004, we launched our more comprehensive program, which was the first of its kind.  Our goal is to enable a more trusted marketplace for legitimate online pharmacies to competitively offer consumers access to prescription drugs.  The Online Pharmacy Qualification Program employs a five-facet approach to enhance consumer trust in participating online pharmacies.

First, we determine whether an advertiser is participating in the sale of prescription drugs.  If it is, Yahoo requires the advertiser to join the program and comply with its terms in order to participate in the sponsored search marketplace.

Second, the advertiser is directed to Square Trade, a leading online trust infrastructure company, which verifies whether the appropriate governmental body where the company is located has licensed both the pharmacy itself and its associated pharmacist.  Unless Square Trade determines that the advertiser and its associated pharmacist are currently licensed, Yahoo will not allow the pharmacy to advertise.

Third, the advertiser is required to certify that it engages in a set of industry best practices that have been approved by the National Community Pharmacists Association (NCPA), including certification that the pharmacy is acting lawfully in the jurisdiction where it is located as well as each jurisdiction in which it sells, that it is operating consistent with the terms of its license, and that it will not provide prescription drugs without verifying the existence of a valid prescription from the person’s personal health care practitioner and such prescription was not obtained solely by means of an online or telephone consultation.  

Fourth, Square Trade, in a program administered in conjunction with the NCPA, regularly monitors the licensure status of participating pharmacies as well as responds to any complaints it receives regarding these pharmacies.  Any negative action taken by the licensing entity or any complaints that are substantiated by Square Trade are reported to Yahoo and the advertiser will be removed as appropriate.  Complaints will also be forwarded by Square Trade to the appropriate government licensing authority.

Finally, Yahoo prohibits online pharmacies from advertising the most dangerous and abused prescription drugs -- FDA Schedule II prescription drugs -- in the Yahoo marketplace.  

Yahoo believes that this five-pronged Online Pharmacy Qualification Program complements our mission of aligning the interests of consumers, advertisers, and Internet destination sites.   Other Yahoo programs such as banner ads and Yahoo store are in alignment and at the very least, Yahoo will not accept advertising dollars unless an online pharmacy is participating in the Online Pharmacy Qualification Program.  

Prior to finalizing the terms of our program, we briefed officials at the Food and Drug Administration on its terms.  They warmly received our program and were very encouraged by the fact that we were taking a leadership role in this area.

Our most recent statistics demonstrate that the program is working to make this marketplace a safer place for consumers by screening out online pharmacies that have not been approved by the appropriate governmental licensing entity.  We have had approximately 209 applications, of which 66 have been approved.  Of these, 6 were suspended after approval.  The program has caused large numbers of prospective applicants not to apply at all.  Of those who have actually applied, fewer than 30% have been accepted to advertise in our online marketplace.

You have also asked for our comments on pending applicable legislation.  S. 2464 introduced by Senators Coleman and Feinstein precludes the sale of prescription drugs over the Internet absent disclosure by the site of the identities and licensing information of the seller, pharmacists, or medical consultants.  It also prohibits the sale of prescription drugs over the Internet absent a valid prescription as that is described.  This is a very thoughtful piece of legislation.  

The bill would follow the lead of the Communications Decency Act by providing that an interactive computer service provider would not be liable under this bill on account of another person’s selling or dispensing prescription drugs, provided that the interactive computer service does not exercise corporate control over such person.  Senator Coleman, we applaud you for including this critical provision.  It recognizes that telephone companies, Internet service providers and Internet portals should not be liable for what others place on their sites or send over their lines.

Mr. Chairman and Members of the Subcommittee, we at Yahoo! are proud of the steps that we have taken to create a safer environment for the online advertising of prescription drugs.  We are constantly looking for ways to improve our service to Internet users and this area is no exception.  We always reserve the right to get better.

Thank you for the opportunity to appear before you today.
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