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The United States government is 
“deeply concerned” about the 
rising costs of drugs and is seek-

ing greater transparency from pharma-
ceutical companies, states the adminis-
tration’s budget for fiscal year 2017.

Specifically, the budget, released Feb. 
9, proposes granting the US Department 
of Health and Human Services the 
authority to “require drug manufacturers 
to publicly disclose certain information, 
including research and development 
costs, discounts, and other data.”

“While it is hugely positive to see in 
plain writing the US government’s 
request for the pharmaceutical industry’s 
disclosure of areas, such as research and 
development costs it has typically kept 
hidden, the issue remains, how realistic 
is it to see these provisions translated into 
practice?,” Jillian Clare Kohler, director 
of the World Health Organization Col-
laborative Centre for Governance, Trans-
parency and Accountability in the Phar-
maceutical Sector, wrote in an email.

Proposals for making drug pricing 
more transparent are already pending in 
seven states, according to a Feb. 25 
paper in the New England Journal of 
Medicine. This may have little effect, 
however, on reducing the high costs of 
drugs, according to the paper’s author, 
Rena Conti, an assistant professor, 
departments of pediatrics (hematology/ 
oncology) and public health sciences at 
the University of Chicago. There is no 
“single, easy answer to high and esca-
lating drug prices in the United States,” 
she wrote, noting that enhancement of 
market forces to pressure companies to 
lower prices may be more effective 
than policies to increase transparency.

“I view these policies as symbolic 
gestures, symptoms of public outrage 
regarding the high costs of drug-based 
treatment for selected diseases,” Conti 
added in an email. “Research and devel-
opment costs have nothing to do with 
the prices drug companies actually 
charge for new drugs. If the goal of this 
outrage is to increase patients’ access to 
and the affordability of drug-based treat-

ment for disease, there are more tracta-
ble policies to accomplish this goal.”

Indeed, demands for the public dis-
closure of pharmaceutical research and 
development costs is a “bit of a red her-
ring,” according to Len Nichols, director 
of the Center for Health Policy Research 
and Ethics at George Mason University. 
“Past costs are sunk, and should have no 
impact on today’s pricing decisions, 
which are all about elasticity of today’s 
demand and production costs,” Nichols 
wrote in an email. “All people who took 
Econ 101 know this. Okay, 201.”

That’s not to say increased transpar-
ency of drug company finances wouldn’t 
have benefits, noted Nichols. For one, it 
could reveal that drug companies some-
times spend more on marketing than 
actual research and development. This 
would be useful information for policy-
makers in discussions about whether to 
regulate the percentage of resources the 
pharmaceutical industry should devote to 
developing new drugs.

But changing how US drug compa-
nies do business, including what infor-
mation they disclose publicly, will 

likely prove difficult. Many members 
of the US Senate and the US House of 
Representatives receive campaign con-
tributions from the Pharmaceutical 
Research and Manufacturers of Amer-
ica (PhRMA), a trade group that repre-
sents the US pharmaceutical industry, 
noted Nichols. “PhRMA is kind of like 
the NRA [National Rifle Association] 
in US politics: reformers have to find a 
way to protect members from the asso-
ciation’s wrath for them to be willing 
to risk engaging in policy discussions 
or vote in ways that PhRMA opposes.”

When asked to comment on the bud-
get’s proposal to increase transparency 
in the pharmaceutical sector, a media 
representative for PhRMA forwarded 
CMAJ a statement released on Feb. 9. It 
states that the government’s budget 
includes “harmful and misguided pro-
posals” and that “mandating public dis-
closure of proprietary information 
would undermine our competitive mar-
ket-based system and incentives for 
innovation.” — Roger Collier, CMAJ
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US seeking more transparency from pharma

The US government has proposed that drug companies disclose their research and 
development costs.
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https://www.whitehouse.gov/sites/default/files/omb/budget/fy2017/assets/budget.pdf
http://www.nejm.org/doi/full/10.1056/NEJMp1515068
http://www.nejm.org/doi/full/10.1056/NEJMp1515068
http://www.nejm.org/doi/full/10.1056/NEJMp1515068
http://catalyst.phrma.org/phrma-statement-on-presidents-fy2017-budget

