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Ending Drug Company Price Discrimination 

in the U.S 
By KC Moss 

To make affordable health coverage a reality for more Americans, the 

government has a responsibility to ensure that drug costs reflect a 

competitive market.  Currently, many drug companies price discriminate, 

charging higher prices in the U.S. for the same drug sold for less in other 

countries.  A fair and effective change in health coverage would be to forbid 

this price discrimination, which would ultimately increase access to 

affordable, comprehensive healthcare.  In evaluating the positive effects of 

this change, one must look to its impact on the three areas of greatest 

concern in the healthcare industry: 

 

Rapidly Increasing Cost of Care 

Experts agree that a requirement for reducing healthcare costs is the need for 

accurate information regarding the effectiveness and corresponding costs of 

drugs.  This qualification is often not met due to the price discrimination by 

drug companies, leading to higher drug prices in the United States than in 

other countries.   
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Data from a study conducted by Boston University’s School of Public 

Health (shown above) shows how much higher prices are in the U.S. 

compared to other developed countries.  On average, Americans pay 81% 

more for a given drug than other western European countries.  These inflated 

prices prevent healthcare professionals from accurately equating the cost of 

a drug and its effectiveness.  The link between cost and effectiveness is an 

important part of the “health information superhighway,” as discussed in 

Obama’s recovery plan, which includes a database measuring the “pay-for-

performance” (P4P) of different drugs.  If instituted, the database could help 

physicians make more cost-effective decisions, drive down premium costs 

and stall the rapidly increasing cost of healthcare.    

 

Discrepancies in Quality of Care 

Equitable and accurate drug costs as a result of the discontinuation of price 

discrimination also have major benefits in reducing lapses in quality of care.  

If physicians know the true cost effectiveness, they can make more 

accurately informed decisions not affected by price discrepancies of drugs in 

the global healthcare market.  These well-informed decisions will reduce 
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medical waste, meaning more medical treatments are higher in quality and 

potential benefit to the patient. 

 

The Number of Uninsured 

Citizens without any health coverage are categorized as either unable to 

afford care, or unwilling to pay for it.  The former is typically comprised of 

low-income households, while the latter is usually people in their twenties 

who are no longer a part of their parents’ plan.  Improvements in both 

quality and cost of care resulting from more competitive and equitable 

coverage costs can reduce the number of uninsured.  Specifically, those who 

were financially unable to have healthcare will have new coverage options 

due to lower costs, and those who felt that the financial investment did not 

guarantee quality of care will observe a reduction in medical waste as a 

result of more consistent global drug prices. 

 

 With any policy change, improvements must be coupled with the 

possibility for losses.  In this instance, those costs may be economic, as well 

as relating to medical innovations put forth by drug companies.   

 

Reduction in drug research/development of medical technologies 

If drug prices are more closely monitored and kept constant across a global 

market, drug company revenue from sales in the United States will decrease.  

This change is substantial considering that not only does the U.S. currently 

pay more for the same drugs, but it also is one of the biggest consumers in 

the global healthcare market.  The U.S. has the fourth highest per capita 

consumption of pharmaceuticals, and the demand for “new drugs” (on 

market for less than five years, and usually more expensive) outweighs any 
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other country.  These high expenditures in the American healthcare market 

result in high profits for drug companies, which if reduced, could have a 

significant impact on their medical research and development. 

 

Effect on Global Healthcare Market 

To offset the lower prices drug companies will charge in the U.S., medical 

costs could rise in other countries.  These increases will impact the global 

healthcare market, which in the long term may be reflected in overall 

healthcare coverage costs in the United States. 

 

Ultimately, the elimination of price discrimination by drug companies could 

stall the ever-increasing cost of care, reduce inconsistencies in quality of 

care and limit the number of uninsured Americans.  These positive changes, 

however, must be coupled with the possibility of a decline in drug company 

research, and the likelihood of a rise in international healthcare costs.  With 

an issue as impactful as healthcare, policy makers ought to consider both 

outcomes carefully, but act aggressively to ensure that Americans have 

access to affordable coverage in a fair, competitive market.  

  

Source for Table A: 
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Interesting in economics? 

Writing? Editing?  
If you wish to write or edit (or both) for the next 

edition of the Stanford Undergraduate 

Economics Journal, please contact Brandon 

Camhi at bcamhi@stanford.edu. 
 


