
High cost of new drugsHigh cost of new drugs
Mariana Mazzucato

Publication datePublication date
27-07-2016

LicenceLicence
This work is made available under the Copyright not evaluated licence and should only be used in accordance
with that licence. For more information on the specific terms, consult the repository record for this item.

Citation for this work (American Psychological Association 7th edition)Citation for this work (American Psychological Association 7th edition)
Mazzucato, M. (2016). High cost of new drugs (Version 1). University of Sussex.
https://hdl.handle.net/10779/uos.23436953.v1

Published inPublished in
BMJ

Link to external publisher versionLink to external publisher version
https://doi.org/10.1136/bmj.i4136

Copyright and reuse:Copyright and reuse:
This work was downloaded from Sussex Research Open (SRO). This document is made available in line with publisher policy
and may differ from the published version. Please cite the published version where possible. Copyright and all moral rights to the
version of the paper presented here belong to the individual author(s) and/or other copyright owners unless otherwise stated. For
more information on this work, SRO or to report an issue, you can contact the repository administrators at sro@sussex.ac.uk.
Discover more of the University’s research at https://sussex.figshare.com/

https://rightsstatements.org/page/CNE/1.0/?language=en
https://doi.org/10.1136/bmj.i4136
mailto:sro@sussex.ac.uk
https://sussex.figshare.com/


High cost of new drugs

Article  (Unspecified)

http://sro.sussex.ac.uk

Mazzucato, Mariana (2016) High cost of new drugs. BMJ, 354 (4136). ISSN 0959-8138 

This version is available from Sussex Research Online: http://sro.sussex.ac.uk/id/eprint/65252/

This document is made available in accordance with publisher policies and may differ from the 
published  version or from the version of record. If you wish to cite this item you are advised to 
consult the publisher’s version. Please see the URL above for details on accessing the published 
version. 

Copyright and reuse: 
Sussex Research Online is a digital repository of the research output of the University.

Copyright and all moral rights to the version of the paper presented here belong to the individual 
author(s) and/or other copyright owners.  To the extent reasonable and practicable, the material 
made available in SRO has been checked for eligibility before being made available. 

Copies of full text items generally can be reproduced, displayed or performed and given to third 
parties in any format or medium for personal research or study, educational, or not-for-profit 
purposes without prior permission or charge, provided that the authors, title and full bibliographic 
details are credited, a hyperlink and/or URL is given for the original metadata page and the 
content is not changed in any way. 

http://sro.sussex.ac.uk/


The investigation by The BMJ and 
Cambridge and Bath universities into the 
availability of breakthrough hepatitis C  
drugs raises important questions for 
NHS England about access to lifesaving 

drugs.1 But why are medicines so expensive in the first 
place? The pricing strategy of Gilead for sofosbuvir 
(Sovaldi) and ledipasvir-sofosbuvir (Harvoni) raises  
questions that go well beyond the UK.

The BMJ’s investigation is just an example of a more 
general problem. What is the right price to pay for a 
particular drug, and how should this be determined?

Pharmaceutical innovation should be structured 
to focus on unmet health needs globally and 
delivers therapeutic advances that are affordable 
and accessible to all,2 not just profitable for 
manufacturers. This requires an approach that directs 
effort towards therapeutic innovations over “me 
too” drugs, and a transparent financing and pricing 
structure, focused on access, and reflecting the 
collective investment and risk taking involved.

Drug companies have often ignored the collective 
element of innovation and argued that their 
research and development investment justifies the 
extraordinarily high prices for some medicines, 
despite the lack of transparency. The Drugs for 
Neglected Diseases initiative has documented 
much lower drug development costs,3 4 and several 
authors have shown the extent to which taxpayer 
funded investments subsidises those costs.5 In the 
US alone, tax payers fund $32bn a year of research 
and development expenditure through the National 
Institutes of Health (NIH).6

Value judgment 
Sofosbuvir and ledipasvir, the drugs on which 
The BMJ investigation is based, relied on early 
stage funding from the NIH and the Veterans 
Administration.7 Sales of the two drugs were around 
$12bn in 2014,8 far in excess of the $880.3m which 
Gilead reported for sofosbuvir related trials from 
2012 to 2014,7 showing a complete disconnection 
between price and development costs.

As high prices are hard to justify based on research 
and development costs, drug companies have 
instead argued that their prices are proportionate 
to the intrinsic value of the drugs—that is, the costs 
to society if a disease was not treated, or if treated 
with the second best therapy available. “Price is the 
wrong discussion,” declared Gilead’s executive vice 
president, Gregg Alton, responding to criticism over 
the price of sofosbuvir, “value should be the subject.”9

But there is no consistent link between a drug’s 
price and the associated medical benefit.10 A study 
published in 2015 in the Journal of Economic 
Perspectives examining a sample of 58 cancer 
drugs approved in the US between 1995 and 2013, 
shows that the increasing trend in the price of 
these medicines is not explained by the survival 
benefits they provide. Over two thirds of new 
medicines reaching the market do not represent 
any therapeutic advance for patients, with many 
patents based on a reshuffling of old combinations 
or additional uses for existing ones.11

A better way
An effective pricing system should ensure 
accessibility and reflect the public contribution 
so taxpayers don’t pay twice, through publicly 
subsidised research and high priced medicines. 
In such a system, drug prices do not need to be so 
much higher than manufacturing costs. We could, 
for example, limit patents on new medicines (the 
current source of company profits) and instead 
establish a competitive prize system that rewards 
well targeted pharmaceutical innovation. This 
would allow widespread access to drugs at 
competitive prices through generics, while pushing 
drug companies to focus their energy on delivering 
innovations that fulfil real medical need. In any 
case, patents should not be so upstream to affect 
scientific research, and should remain relatively 
narrow so as not to close off future discoveries.12 
They should foster innovation, not stifle it.

Importantly, drug pricing must be transparent, 
so that governments can negotiate for better value 
and ensure that the prices of new drugs reflect the 
burden of financial risk borne by the taxpayer. 
Public funders could retain the lion’s share of 
intellectual property rights (patents) produced 
by public research so that spillovers through 
licensing can be better managed to foster diffusion. 
In the US, the 1980 Bayh-Dole Act that allowed 
publicly funded research to be patented includes 
a clause enabling the government to cap the prices 
of drugs that are largely publicly funded. The US 
government has never exercised this right.13

The international debate about unsustainable 
drug prices, including those for hepatitis C drugs, 
offers an opportunity to rethink the therapeutic 
innovation ecosystem—the direction and the 
accessibility of the drugs that result. Realising that 
government has power to actively shape and create 
markets, and not just remain on the sidelines 
fixing broken ones, is the first important step to 
reaching a better deal.14 15
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