




pharmaceutical demand or to control pharmaceutical 
prices, or both . This is the practical aspect of the 'politics of 
prescribing' in the mid 1980s. 

Governments or the health services have adopted two 
broad approaches in holding down pharmaceutical 
expenditures . The first has been to increase the effects of 
competition , by reducing the degree of economic protection 
afforded to pharmaceutical innovation. The second has 
been directly to regulate the market by controlling or 
limiting expenditure. 

An obvious example of increasing the forces of 
competition has been to encourage generic prescribing or 
even to allow generic substitution. Either of these 
approaches cuts down the degree of protection afforded by 
pharmaceutical brand names. The extreme situation of 
allowing pharmacists to dispense a generic preparation even 
if a specific brand has been prescribed exists in North 
America, and has just been introduced in South Africa. In 
each of these cases, however, the patient normally pays for 
the medicine himself, and can, therefore, still choose at the 
point of sale whether to have what the doctor ordered or a 
cheap substitute . Normally , in the United States at least, 
the patient chooses the original brand at the higher price. 
They do not want a cheap substitute. 

A very different situation would have arisen in Britain if 
the Greenfield Committee's recommendation for generic 
substitution( !)) had been accepted . Under the British NHS 
the pharmacist would only have been reimbursed for the 
cheapest available generic, and hence the degree of patient 
choice which still exists in America (except under Medicare 
and Medicaid) would not have existed in Britain. 
Furthermore, if the British government had adopted 
generic substitution many other European countries might 
have followed their example . The economic effects 
altogether apart from the effects on the patient- would 
have been disastrous. Instead Britain has merely remained 
in a position where generic prescribing is strongly 
encouraged , but substitution is not permitted . 

Direct regulatory control of the pharmaceutical market is 
typified by the Pharmaceutical Price Regulation Scheme in 
Britain. This sets maximum profit levels which are 
permitted on sales to the NHS, with a certain degree of 
flexibility to take account of exceptional innovative 
performance , or extra profits earned on the home market as 
a result of export achievements. In 1983, the government 
announced that it was reducing the industry's overall level 
of profit on sales to the NHS from 25 per cent return on 
capital to 21 per cent. 

More recently, the British government has announced 
that it intends to follow the example of other European 
health schemes in limiting the list of medicines which it will 
permit to be prescribed under the Health Service. The 
German health insurance schemes introduced similar 
restrictions about one year ago, but they confined the 
prohibited list of medicines to a few simple 'household 
remedies', such as analgesics and laxatives which could be 
purchased privately by patients . This has resulted in much 
smaller savings than were expected for the West German 
insurance schemes; but presumably there has been a 
corresponding increase in self-medication. Other countries 
also have restricted lists, although they do not always seem 
to have resulted in lower expenditures.( 16) 

The British proposals announced in November 1984 (and 
still being discussed) went further than the Germans , and 
also proposed excluding the minor tranquillisers, with the 
exception of three named generic preparations. The effect 
on some individual companies would be cataclysmic; one 
firm would lose 70 per cent of its NHS business overnight. 
One of the principal problems for the health services as a 
whole is that many of the medicines excluded in the 
preliminary British list are prescribed mainly for the elderly. 
It is to be hoped that the discussion at present taking place 
will at least protect the interests of this group of patients, by 
ensuring that effective and necessary medicines can still be 
prescribed for them under the NHS . They should also take 
account of the effects on research investment in Britain. 

Striking a balance 
This raises the much broader economic principles behind 
the current moves in European countries , including Britain, 
to restrict pharmaceutical costs. An important political and 
economic consideration is that measures either to increase 
competition or to control the market must have regard to 
the economic viability of the pharmaceutical industry. 
There is a very real danger that the governments of the 
so-far successful innovators could follow the example of the 
Australians and Canadians, for instance, and cripple the 
innovative performance of their pharmaceutical 
manufacturers. This would slow down the discovery of new 
cures , and would reduce the direct economic contribution 
which the industry makes in a country such as Britain, with 
over £1000 million pharmaceutical exports a year. 

It should be clear from the discussion so far that the 
question is one of balance. The present British government , 
and its Prime Minister in particular, believes that the 
professions and 'protected' industries , such as 
pharmaceuticals have been too generously sheltered from 
the normal forces of competition. As far as pharmaceuticals 
are concerned, the government's attack on this 'protection' 
has concentrated on brand names and prices . And the 
present Conservative scepticism is reinforced by the 
hostility towards the pharmaceutical industry in the other 
political parties. 

Interestingly , the Social Democrats have advanced their 
own rather different solution to the supposedly 
'unsatisfactory' situation at present. Dr David Owen has 
advocated that the period of pharmaceutical patent 
protection should be lengthened in order to make up for the 
time lost during the testing of a new medicine . As a trade
off he proposes that brand name protection should be 
weakened.( 17) This is, in fact , exactly what has happened 
with recent legislation in the United States , where a new Act 
gave up to five years extra patent life , in return for making 
generic competition a little quicker and easier once the 
patent had expired. 

But in general the dilemma remains. Where does the 
balance lie between the successful stimulation of 
pharmaceutical research - with all its medical and economic 
benefits- and the risk of 'featherbedding' pharmaceutical 
employees and shareholders? 

At least the issues are becoming a little clearer in the 
1980s , than they were twenty years ago, when the US 
Kefauver hearings could give publicity to '1000 per cent 
profits' . However, the overwhelming necessity remains for 
better economic studies over long periods in order to 
establish exactly where the public interest lies. In the 
meantime , governments in the seven successful innovating 
countries would do well to hold back on excessive measures 
to reduce pharmaceutical consumption , and prices and 
profits. Such measures - aimed at short-term reductions in 
health service expenditures- could prove very costly in the 
long-term both in medical and in economic terms. 
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