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OPPOSING VIEWPOINTS

Is U.S. Pharmaceutical Pricing Justified?
Lena Chatterjee argues that it is justified, while
Lushna Mehra asserts that it is not.

The opinions expressed in these articles do not          

necessarily reflect those of the authors.

from opportunity costs.6 Opportunity costs are essentially the profit 
that investors forego by keeping their money tied up in the medi-
cine development endeavor. It is because of this that the American 
view of commodities lends itself to such an expensive pharmaceu-
tical market. Opportunity costs are normally calculated using the 
overall open market, which essentially compares pharmaceuticals 
to any other consumer product.7 It is difficult to ignore the moral 
ambiguity that results from treating necessary medicine the same as 
an expendable consumer good. However, because of the privatiza-

tion of the pharmaceutical mar-
ket, that is exactly how it must be 
treated. In this capitalist society, 
the benefit that a pharmaceutical 
can have to a consumer does not 
have an economic benefit to the 
investor. Therefore, in order to 
keep the industry going, pharma-
ceuticals need to be just as profit-
able as any other good, life-saving 

or otherwise. If this were not the case, it would not make fiscal sense 
to continue investing in pharmaceutical companies.

In order to maintain the profitability of pharmaceuticals, phar-
maceutical companies need to recoup their R&D costs. This means 
covering the costs of the out-of-pocket expenses, while accounting 
for opportunity costs. In an effort to protect profit, pharmaceutical 
companies are granted patents. Pharmaceutical patents last for 20 
years from FDA approval, but it takes on average 8 to 12 years for 
a drug to reach market after approval.8,9 This means that the patent 
itself is only in effect on the market for 8 to 12 years at the most. The 
patent protects other companies from selling the exact same com-
pound, otherwise known as the generic brand of drugs. Generic pro-
ducers do not have any R&D investment, and therefore only need to 
charge enough to cover the price of production.7 This is why generic 
drugs are so much less expensive than brand name drugs. Generic 
drugs are great for consumers, as they are the exact same compound 
so they are guaranteed to be safe and efficient.7 However, once com-
peting companies are allowed to produce generics, the original com-
pany loses the opportunity to make profit. The price they would 
initially charge to recoup R&D costs would not be competitive with 
generic pricing, forcing them to lower prices or lose customers.7 

The notion of profit is so imperative in pharmaceutical indus-
tries because it encourages innovation. There is no denying that 
drugs in the U.S. are expensive. Indeed, they can cost twice as much 
than in other countries.10 While other countries pay less for drugs, 
they are forced to overcome different obstacles. Other countries have 

WHEN IT COMES TO HEALTHCARE, THE PHARMA-
ceutical industry is instrumental. Today’s practice of 
medicine is extremely limited without the actual medica-

tions themselves, which are produced by the pharmaceutical compa-
nies.  However, the economics of this crucial industry are extremely 
complex and contextual, especially when it comes to the U.S. To 
understand America’s relationship with pharmaceutical companies, 
it is important to realize the role of Big Pharma on the global scale. 
The U.S. is responsible for over 40% of the world’s pharmaceutical 
sales.1 Eight of the fifteen largest 
pharmaceutical companies have 
headquarters in the U.S.2 In 2014, 
the nation spent $374 billion on 
pharmaceuticals, and this number 
has only grown with each passing 
year.3 Needless to say, the pharma-
ceutical industry is fiscally pow-
erful. However, the success and 
affluence of these companies is a 
product of the U.S. market itself. In a capitalist society, profit is used 
to define success and drive innovation. The products of pharmaceu-
tical companies are risky, time consuming, and expensive, so their 
profits must be large enough to balance their expenditures so that 
they can continue their ventures. As a result of continued invest-
ment, pharmaceutical companies in the U.S. have created more 
novel treatments than any other country in the world.4 Can we fault 
an industry for simply succeeding in a precarious market?   

Pharmaceuticals are intricate and imperative products. To make 
one is an expensive, risky venture. Primarily, making a drug requires 
a great deal of research and development (R&D), comprised of many 
different stages. First, basic research must be conducted to identify 
which diseases to combat and which compounds might be successful 
in doing so.5 Once the drug itself is developed, the company must go 
through pre-clinical stages, studying drug effects in the laboratory, 
in order to advance to clinical trials.5 These clinical trials consist of 
multiple phases during which the drug’s safety is ensured and its 
efficacy compared to that of a placebo.5 Once the drug passes the 
final phase of clinical trials, the drug is reviewed by the Food and 
Drug Administration (FDA) for market approval.5 Though the FDA 
is involved before this stage, this final FDA review is critical for the 
drug to reach the market. R&D is a lengthy, costly process. It takes a 
minimum of ten years for a drug to reach the market, and the clinical 
trials themselves tend to last six to seven years.5  Even if a drug makes 
it to clinical trials, there is less than a 12% chance that the drug will 
be approved.5

On average, R&D for a single drug has been estimated to cost 
about $2.6 billion.6 This $2.6 billion is broken into about $1.4 billion 
attributed to out-of-pocket costs and another $1.2 billion coming 

IN FAVOR OF CURRENT PRICES
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cheaper drugs because of differences in patent laws, drug laws, and 
healthcare systems.7 As stated earlier, the U.S. has a patent system 
that inspires companies to derive more effective and safer drugs. If 
a company produces a new wonder drug, the patent will protect its 
market exclusivity and block competition. The underlying inspira-
tion for any company is revenue, and patents protects the opportu-
nity to generate profit. Meanwhile, in India for example, the govern-
ment reserves the right to remove a company’s patent if it will ben-
efit the greater good.11 This means that if a company has produced 
a new wonder-drug, it may not have patent protection and market 
exclusivity. The company would then lose a majority of the profit it 
could have gained from that drug because of generic pricing, and 
would therefore be less encouraged to create a successful pharma-
ceutical. India is known for its thriving generic drug market, but few 
pharmaceutical companies are willing to unveil new and improved 
drugs in this market.11

Additionally, drug laws such as the Orphan Drug Act give phar-
maceutical companies in the U.S. extended patents as well as funding 
to create drugs that treat rare diseases.12 Though it seems that this 
would only increase a company’s profit margin, it encourages com-
panies to treat diseases that are normally not financially advanta-
geous to study. Since fewer than 200,000 people must be affected by a 
disease in order for it to qualify, companies would normally need to 
charge this small group much more to make a profit.12 Without a law 
such as the Orphan Drug Act, it would be either extremely expensive 
for vulnerable patients, or companies would have little motivation to 
produce these drugs. Since the act was put in place, over 500 drugs 
have been approved for rare diseases.2 

Another reason why U.S. residents pay so much for pharmaceu-
ticals as opposed to other countries is because of the nature of our 
healthcare system. Insurance companies work with pharmaceutical 
companies to establish how much they are willing to pay for a drug. 
This dictates how much their clients will pay themselves.13 Because 
other countries have centralized, public insurance systems, these 
insurances represent most of the population, which means they 
have more bargaining power with pharmaceutical companies. With 
the complex private insurance climate in this country, there is less 
collective negotiating power because of the abundance of smaller 
insurance companies that are competing with each other. Addition-
ally, a law passed in 2003 dictated that Medicare was not allowed to 
negotiate pricing with pharmaceutical companies. Rather, Medicare 
is forced to pay six percent above market price for all drugs that the 
insurance plan covers, leaving it powerless in the industry.14 This law 
simultaneously extended pharmaceutical coverage to millions of 

Americans. Though this seemed especially beneficial for the general 
public, it was in fact much more to the benefit of pharmaceutical 
companies. Because of the fixed prices Medicare was forced to pay, 
pharmaceutical companies were guaranteed a profit.

Though pharmaceutical companies are reaping large profits, 
the money that companies make drives innovation and quality. 
Although this may seem like an optimist’s view, there is no denying 
that the U.S. has the most innovative and advanced pharmaceuticals. 
The U.S. has been responsible for over half of the new medicines cre-
ated globally within the last decade.15 And due to FDA regulations, 
drugs must meet certain standards in order to receive approval. Since 
FDA requirements tend to be stricter than those in other countries, 
demanding evidence of quality through several rounds of clinical 
trials, pharmaceuticals developed in the U.S. tend to be safer.5, 17 As 
stated earlier, a majority of the world leaders in pharmaceuticals are 
centered in the U.S., so the newest lines of medical defense originate 
within the nation’s borders as well. This means that U.S. residents 
have faster access to the drugs produced nationally.16 Ultimately, the 
prices that U.S. citizens pay for pharmaceuticals directly translate to 
the innovation and availability in our medical market. 

It seems morally uncomfortable that a company meant to save 
lives and serve those most in need is making billions of dollars in 
profit. However, when living in an economic environment where fis-
cal profit is the only value in a private company, it is not surprising 
that pharmaceutical companies are so focused on revenue. In our 
capitalist society, the only way to encourage innovation and success 
is through money. Therefore, pharmaceutical companies have found 
prosperity in this nation because their goals of scientific innovation, 
along with economic gain, are in line with the society’s values. There 
is also a sense of unfairness stemming from the fact that the U.S. pays 
the large majority of the cost of global innovation, but U.S. residents’ 
access and availability are tremendous benefits that outweigh this 
cost. Cancer patients are able to receive cutting-edge treatment that 
is unavailable in the rest of the world. Diseases that were once fatal 
are now treatable. Psychiatry has access to a whole array of neurolog-
ical agents that were not available decades ago. People with chronic 
pain no longer have to live in never-ending discomfort.

In conclusion, pharmaceuticals are beneficial to the population 
in countless ways. Though economic costs may be high, capitalist 
society promotes innovation purely through investment. There-
fore, it is expected that U.S. residents pay the most to have the best. 
Though it may sound unjust, there is no doubt that the U.S. provides 
the greatest access to the newest, most efficient, and most innovative 
drugs. In the end, these benefits are well worth the price.
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AGAINST CURRENT PRICES

IN RECENT YEARS OF SUCCESSFUL MEDICAL ADVANCES, 
innovative pharmaceutical companies have created a variety of 
drugs in order to establish and improve treatments for existing 

medical conditions. However, the pharmaceutical industry is cur-
rently rife with economic controversy. These companies undergo 
an intense period of research and development (R&D) in order to 
invent each new drug, test it in clinical trials, and receive the approval 

of the Food and Drug Administration (FDA) so that it may be mar-
keted to the public.1 While pharmaceuticals companies’ overarching 
goals should involve fostering an accessible means of medical treat-
ment for suffering individuals, the increasingly competitive nature 
of the U.S. market has turned the field into an unjustified struggle 
for economic control.

A drug’s status as either patent or off-patent has the greatest
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“... Despite America’s general regula-

tion of pharmaceutical drugs, it is the 

only country that does not regulate 

prices of prescription medications.”5
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drugs that move on to testing are approved by FDA regulations.2 The 
risk associated with R&D is thus extremely high and not economi-
cally sustainable in its current state. In order to justify exorbitant 
increases in drug prices, the risk of failure must be reduced. Ulti-
mately, the investors in pharmaceutical companies are responsible 
for taking these financial risks, not the individuals in need of care.1 
As such, it is unfair to make Americans pay for these risky decisions, 

especially when only a mere 
20% of marketed drugs are able 
to recover R&D costs.1 If failure 
to recuperate costs is expected, 
then why not abolish the spiked 
prices during the market exclu-
sivity periods and simply allow 
the innovative companies to 
recover their R&D expenses over 
a longer period of time than the 
established 11.5 years?

Finally, despite America’s general regulation of pharmaceutical 
drugs, it is the only country that does not regulate prices of pre-
scription medications.5 The UK’s National Health Service, for exam-
ple, buys all pharmaceuticals for the country.6 As a result, all drug 
prices in the UK are consistent and regulated for individuals, and 
the morals of price surges need not be questioned. As a compara-
tive example, according to the 2013 Comparative Price Report by the 
International Federation of Health Plans, the U.S. charged $2,225 for 
a drug called Enbrel, which treats autoimmune diseases, compared 

to England’s $1,117 – half the cost of the U.S. drug.7 In the case of 
Gleevic, a cancer and leukemia drug treatment, the U.S. charged over 
six times more than New Zealand did.7 If other countries are able 
to regulate their pharmaceuticals to be fractions of the cost of U.S. 
market prices, the U.S. should be able to do the same.  

Consequently, it is unjust to charge people who require the same 
drug drastically different prices for standardized items. The goal of 
aiding the sick should be prioritized as a primary obligation. In order 
to justify pharmaceutical pricing, the time periods of increased drug 
prices during market exclusivity need to be related to the R&D cost 
of a drug itself, pharmaceuticals need to be compared to one another 
and to older drugs to ensure the best version is marketed, and R&D 
risk should be minimized. Since so few drug companies actually 
recoup R&D costs yet still continue to operate, the current state 
of increasing pharmaceutical pricing in the U.S. appears especially 
unjustified. Most importantly, the regulated system of drug prices 
that promotes treatment accessibility for sick people in countries 
other than the U.S. should be imitated in order to prevent avoid-
able cost fluctuations. Above all, the U.S. cannot demonstrate true 
care for its sick and vulnerable populations until the pharmaceutical 
industry alters drug pricing to be more affordable and accessible.

influence on its marketed price. Once their product is approved by 
the FDA, the innovative pharmaceutical companies that conduct 
R&D have 11.5 years of market exclusivity, on average.1 During this 
period, the price of the drug is at its peak so that the company can 
recoup its R&D costs for further drug advancement and develop-
ment.1 It is understandable that the pharmaceutical company would 
want to recover R&D costs and repay its investors. However, it is 
simply unethical that the time 
period during which the price of 
the drug is highest is not based 
on the actual cost of the spe-
cific drug. The 11.5-year mar-
ket exclusivity is an arbitrary 
timespan for spiked prices to 
dominate and take advantage of 
sick populations who should not 
have to pay more than a drug’s 
production cost. Along similar 
lines, the Orphan Drug Act mandates that a company treating a 
rare disease receives seven years of market exclusivity, such that no 
other product targeting the same disease can be approved during 
that time.2 Not only are the prices for these drugs unnecessarily high 
for an arbitrary amount of time, but the quality of such high-priced 
drugs may not necessarily be the best due to market exclusivity. It 
may happen that another company has developed an approvable, 
working drug that is better than the current exclusive one, yet it can-
not be marketed due to the Orphan Drug Act. 

Another issue is the way drugs are tested. Currently, researchers 
measure the efficacy of new drugs by comparing them to placebos.4 
Instead, these drugs should be compared to older versions of the 
drugs themselves in order to provide Americans with the best prod-
ucts, which are the most ethically justifiable health expenditures.4 
Once a drug goes off-patent, its price significantly drops and other 
pharmaceutical companies may compete in the market.  Although 
competition between companies over the same product should the-
oretically result in decreased drug prices to boost sales, the opposite 
actually occurs: drugs prices soar as the market opens up.1 Consum-
ers rarely pay a drug’s production cost.1 From a moral standpoint, 
the price of a medication should be at most equal to its worth. 
Anything above this price is an unjustified creation of inaccessible 
healthcare for the sick and vulnerable American populations.3 

Moreover, pharmaceutical prices in the U.S. have increased dra-
matically in the past decade. Prices of oncology agents, for instance, 
have essentially doubled in this time.3 A balance between reason-
able expenses and risky developments needs to be found in order to 
justify the growing spending. The California Biomedical Research 
Association has noted that merely 0.10% of drugs that are put into 
pre-clinical testing move on to the next stage.1 Less than 12% of the 
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