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INTRODUCTION

In recent years, the topic of drug pricing has gained significant
attention globally, becoming a pivotal issue within the
healthcare sector. The cost of medications affects patients,
healthcare providers, insurers, and policy makers. The high
prices of certain drugs, especially those that are life-saving or
essential for chronic conditions, raise critical questions about
affordability, accessibility, and the ethics of profit-making in
healthcare. This article delvesinto the intricacies of drug pricing,
exploring the factors that influence it and the impact on various
stakeholders. Drug pricing is a multi-faceted issue influenced by
numerous factors including research and development costs,
regulatory requirements, market exclusivity, competition, and
the roles of various intermediaries such as pharmaceutical
companies, wholesalers, and pharmacies. The initial phase
of drug development involves substantial investment, often
spanning over a decade with costs running into billions of
dollars. Pharmaceutical companies justify high prices by
citing these extensive costs and the risks associated with the
development process, where many potential drugs fail before
reaching the market [1,2].

DESCRIPTION

Patents typically last for 20 years from the date of filing, but
since filing often occurs early in the development process,
the effective market exclusivity is usually shorter. During
this period, the absence of competition allows companies
to set higher prices. The introduction of generic drugs and
biosimilar plays a crucial role in shaping drug prices. Generics
are essentially cheaper versions of brand-name drugs whose
patents have expired, while biosimilar are akin to generics but
for biologic drugs. The entry of generics and biosimilar typically
leads to significant price reductions due to competition. One
common approach is value-based pricing, where the price of a
drug is tied to the perceived value it offers in terms of clinical
outcomes. This model can lead to high prices for breakthrough

therapies that significantly improve patient health or offer cures
for previously untreatable conditions. However, it also raises
questions about the affordability and fairness of such high
costs, especially in low- and middle-income countries. Another
model is cost-plus pricing, where the price is determined by
adding a mark-up to the cost of production. The drug supply
chain involves multiple intermediaries, each adding to the final
cost paid by consumers. Pharmacy benefit managers play a
critical role in negotiating prices between manufacturers and
insurers, often securing rebates and discounts [3,4].

CONCLUSION

However, the opacity of these negotiations and the rebates
system can obscure the actual cost of drugs and lead to
higher out-of-pocket expenses for patients. Wholesalers and
pharmacies also add their mark-ups, and the final price paid
by patients can vary widely depending on insurance coverage,
pharmacy pricing policies, and geographical location. The
complexity of the supply chain and the lack of transparency
contribute to the difficulty in understanding and controlling
drug prices. High drug prices have profound implications for
patients and healthcare systems. For patients, especially
those with chronic conditions requiring long-term medication,
high costs can lead to financial hardship, non-adherence to
prescribed treatments, and worsening health outcomes. In the
United States, for example, insulin prices have soared, leading
many diabetics to ration their doses, with sometimes fatal
consequences. Healthcare systems, particularly in countries
with publicly funded healthcare, face budgetary pressures due
to high drug costs.
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