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Drug	Development:		Complex,	Risky,	and	Costly	

Only	about	20-25	percent	of	drugs	
tested	in	humans	make	it	to	the	
market	
 

New Tufts Estimate--$2.6 Billion 
Per New Medicine 

“.	.	.	the	cost	to	develop	and	win	marke?ng	
approval	for	a	new	drug	has	increased	by	145%	
between	the	two	study	periods,	or	at	a	
compound	annual	growth	rate	of	8.5%.”	



What	is	a	“medicine”	from	an	economic	perspecIve?	
	•  One	input	in	a	“health	producMon	funcMon”:	

–  H	=	H(physician	visits,	hospital	care,	medicines,	own	Mme,	OTHER)	
–  	“OTHER”—the	social	determinants	of	populaMon	health	
	

•  What	about	an	“innovaMve”	drug?	
–  Represents	new	informaMon	or	knowledge.	

•  What	is	unique	about	new	informaMon	or	knowledge	from	an	economic	
perspecMve?	
–  	 It’s	a	NOT	a	private	good:		it’s	a	“public	good.”	
–  				It’s	NOT	ONLY	a	public	good,	it’s	a	GLOBAL	public	good.	

	
•  Free	markets	will	tend	to	undersupply	public	goods	(below	what	is	socially	

opMmal).	
–  Therefore,	intervene,	but	how?	
–  Patents	(intellectual	property)	and	subsidies.	
	

	



	
Patents	(Intellectual	Property)	for	Medicines	

•  Statutory	patent	life	is	20	years.	

•  For	medicines:	
–  Takes	8-12	years	to	launch	product.	
–  Implies	8-12	years	remaining	aeer	approval	for	markeMng	

•  Provides	strong	(but	limited)	protecMon	against	compeMMon	
–  Generic	copies	are	blocked	during	patent	life	
–  But	follow-on	compeMMon	is	common	



Source:   
Berndt et al., 
2015 
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11	Scott Morton-Kyle 2012 





Conclusion:		Final	Comments	

1.  Long-term	sustainability	of	the	current	industry	
“blockbuster”	business	model	is	quesMonable.	

2.  Access	to	innovaMve	medicines	remains	a	significant			
problem	in	this	system	

3.  This	is	a	global	problem:		global	differenMal	pricing	
is	needed—likely	to	be	helpful,	but	not	a	“soluMon.”	

	

Thanks—lgarrisn@uw.edu 
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Speaker:			Ad	Antonisse	(AstraZeneca)	
	

Key	Points/Issues:	
	
1.  Basic	science	and	pharmaceuMcal	science	get	closer	and	closer	

2.  Personalised	medicine	=	Drug	+	DiagnosMcs	+	Funding	+	Process		

3. We	do	not	sell	the	product.	We	sell	the	knowledge. 
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Speaker:			Huig	Schipper	(Inspire2Live)	
	

Key	Points/Issues:	
	
1.  Pay	for	Value	,	cap	prices	to	€100k	per	QALY	
2.  Restore	power	balance	by	sharing	IP	with	trial	

paMent	(	organizaMons),	PaMents	demand	their	33%	
share	of	IP	when	signing	there	informed	consent	

3.  Increase	tax	by	10%	on	tobacco,	alcohol	and	sugar.	
Use	the	revenue	for	beQer	accessability	for	
medicines				
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Thanks for your attention. 

 
Discussion:  Q&A 

  
 
 


