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Including my in-laws, I have six living grandparents.  Because I work for a pharmaceutical company, they think I have all the answers to questions like, why are drug prices so high, and why is it illegal to get drugs from Canada?  So I decided to use my final project to find out whether imported drugs should be legal or not. I doubt that I could ever convince my grandparent’s to trust a computer software program that says legalizing imports is not the optimal answer, but maybe I can convince the rest of you.

When trying to answer the question of legalizing imported drugs, I settled on four feasible alternatives that also try to partially address the high cost of drugs in America for seniors.  To do this, I have included within the alternatives the Medicare reform that will be rolled out in 2006.  This program will help seniors reduce their prescription drug costs by 33%.  By adding this to the alternatives, I can find out if this program should actually be instated and if it has any impact on the decision of legalizing imported drugs.  

The four alternatives for the decision model and their definitions are as follows:

· Imports Illegal – It is illegal for any drugs to be imported directly to the end consumer from any country.  It is also illegal to bring said drugs across the border into the US by anyone.  
· Imports Illegal and Prescription Coverage is added to Medicare – The same definition for Imports Illegal applies here, plus senior citizens get insurance to help pay drugs costs through Medicare.  The insurance will be supplied by private companies, but funded by government tax dollars.  
· Imports legal - Absolute free trade of drugs across borders with prescription.
· Imports Legal and Prescription Coverage is added to Medicare – Absolute free trade of drugs across borders and Medicare reform to include prescription coverage.
Research Findings


So what is the big deal about buying drugs from Canada?  They are usually cheaper than US Pharmacies, and Canada is a respectable, safe country, right?  Well, in order to complete the model correctly, I had to do some research about imported drugs from Canada, and the possible affect they may have on the US.  The following is a brief summary of the relevant findings of my research that impacted the decision model,

1. Drugs imported from Canada are not regulated by either the FDA or by Health Canada (Canada’s equivalent to the FDA).  Canada only requires drugs sold to Canadian citizens be regulated by Health Canada.  Therefore, the drugs that Canadian Pharmacies sell to the US can come from anywhere in the world and may not be regulated by anyone.  The World Health Organization estimates that 8% of the bulk drugs imported into the US are counterfeit.  Most drugs Canadian pharmacies ship to the US come from Singapore, Ecuador, China, or Iran with zero regulation.  Counterfeit drugs are dangerous because they may contain harmful ingredients or are placeboes, which would not administer medication to a patient who really needs it.

2. 90% of top-selling drugs are developed solely by the pharmaceutical industry.  In 2001, the industry spent $31 billion dollars in R&D, which is more than 18% of sales.  Most industries only average 4%.  The bottom line is that it takes allot of time (about 12 years) and money to discover and launch new drugs.  If pharmaceutical companies’ revenues decrease, so will the amount of new drugs.    

3. The one fact that I had to do very little research on is that drugs are very expensive, and many of the people who need them most, like senior citizens, can’t afford them, and don’t have many options to help them.  Something needs to be done in order to make sure everyone can afford healthcare including prescription drugs.

The Model


For the model, I used all four merits, Benefits, Opportunities, Costs and Risks.  The criteria under each merit and their priorities are displayed in the table below.
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As you can see, there is a reoccurring theme among all four merits.  The criteria that are most important to the decision are Consumer Safety, R&D and Economic impact (including drug costs). These are the control criteria that have sub-networks. The Political issues are pretty irrelevant in the grand scope of the decision, so they have sub-networks.  You can refer to the model for details, but below I will describe some detail of each merit’s networks and there results.

Benefits and Costs

Because the Control Criteria and their sub-networks are similar and mean the exact opposite of each other, I will explain the networks of Benefits and Costs together and then Opportunities and Risks together.  I have already shown you the Control Criteria for each merit and their priority in the table above so I will move on to the sub-networks of the Control Criteria.  

Consumer Safety> Benefits and Costs
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As you can see, the sub-network for Consumer Safety under Benefits and Costs has three clusters that relate to the alternatives.  The Regulation cluster consists of FDA and None, which refers to the benefit of having the FDA regulate consumer drugs, or the lack of any regulation at all.  The Product Quality cluster consists of three nodes. The chance of counterfeit product is the possibility that the drug a patient consumes is not a real drug and may be harmful to them.  The chance of product expired is possibility that that patient may consume a drug that is expired. And the chance of product containing harmful ingredients not approved by the FDA relates to the fact that other countries allow certain ingredients in drugs that the FDA does not allow in the US because they may be harmful.  Because of this, there may be different formulas for the same drug that is made for a country that allows certain ingredients.    The product accessibility cluster contains two nodes.  The accessible without legal prescription node refers to the ability for someone to buy prescription drugs without a prescription.  The accessible because of affordability node refers to the ability for patients to buy drugs they need regardless of income because they can afford the drugs.

This network obviously addresses the benefits and costs of consumer safety with regard to the four alternatives.  The synthesized results for Consumer Safety under Benefits and Costs are as follows:
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The outcomes are almost identical.  It is most beneficial and least costly to Consumer Safety if Imports are illegal and prescription drug coverage is added to Medicare.  This is because, with this alternative, all drugs are regulated and approved by the FDA and drugs are made affordable to more people giving them more accessibility to drugs they need.  Making imports legal is the least beneficial and most costly to Consumer Safety because this alternative only addresses drug accessibility from low prices and does not regulate the product.  Since drug regulation is more important to Consumer Safety than accessibility due to low prices, this alternative is the worst.  The fourth alternative at least makes regulated drugs more affordable and will draw consumers away from imported, unregulated drugs, but it still makes unregulated drugs available, so it is not the best option for Consumer Safety.  

Drug R&D> Benefits and Costs
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The Drug R&D networks for Benefits and Costs have two clusters, Manufacturer R&D and University R&D.  Since 90% of drugs are developed solely by the private sector of the Pharmaceutical industry, the manufacturer cluster is given much higher priority. The nodes that make up the clusters revolve around funds available to spend on R&D for new drugs.  So the more money there is for research, the more drugs that can be developed.  So the best alternative for this sub-network would be the one that fosters more R&D.
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Keeping imports illegal is the best alternative for R&D because it generates the most funds for R&D.  By making import legal, drug companies lose out on revenues that fund R&D.  Prescription coverage under Medicare may take away some revenues as insurance companies negotiate lower prices for Medicare patients, or the government diverts tax dollars from R&D to help Medicare coverage.

Economic> Benefits and Costs 
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The two criteria that make up the Economic sub-network are Consumer Affordability and the US Economy.  The first cluster deals with the benefits and costs of overall drug and healthcare costs.  The second cluster covers the US Economy as it relates to pharmaceutical industry jobs including R&D, Sales, supply chain, etc; and the financial health of US drug companies and pharmacy retailers like CVS and Rite Aid (including jobs related to them).   
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The winner is not as clear for the Economic benefits and costs because there is a struggle between what is best for the consumer in regards to price and what is best for the US Economy as it relates to jobs and company health.  The only Alternative that seems to address both is Imports Illegal and Medicare Prescription Coverage.  

Opportunities and Risks

Opportunities and Risks have similar Control Criteria but are slightly different as they attempt to assess what may happen in the future as a result of the alternatives.  Once again we will look at both opportunities and Risks at the same time because they are simply opposites of each other.

Consumer Safety>Oportunities and Risk
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The opportunities and risk sub-networks for consumer safety are very similar to the benefits and costs with similar results.
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Once again imports illegal with Medicare coverage is the best alternative that has the best opportunities and least risks for consumer safety.  His is because drugs would be regulated and more affordable giving more access to those who need it.

Drug R&D > Opportunities and Risk
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This R&D sub-network strives to find the best alternative that give drug R&D the best opportunities for new drug development and the lowest risks to losing funds for R&D.
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Keeping imports illegal without Medicare reform is the best option for R&D because it supplies the highest amount of funds to research for new drugs.  Making imports legal and providing Medicare prescription coverage would drain the funds available for research.

Drug Costs > Opportunities and Risks
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This simple network addresses the opportunity for drug costs to go down or the risk for drug costs to continue rising.  Below are the synthesized results.
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It is easy to see that drug costs would be the lowest and most affordable if drugs were legal to import into the US.

Prioritizing the BOCR with Strategic Criteria 

In order to simplify for myself, I elected to set up a separate model for the strategic criteria to determine the priorities for the BOCR.  I then entered the priorities in as data on the main model.  The strategic criteria model is below with the ratings and the priorities given.
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Results and Sensitivity Analysis

Now that we have looked at the detail of the Control Criteria and their sub-networks, it is time to analyze the results of each merit in the BOCR.  The synthesized results for each merit node are below:
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Imports are illegal and Medicare prescription coverage is the best alternative for every merit except Benefits, which was won by imports illegal.  The imports legal alternative was the worst alternative for every merit.  It is pretty clear which alternative will be the best when we synthesize the results for the entire model.  Below are the results for the whole model.  The first is with the Multiplicative formula and the second is with the Additive (negative) formula.
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In both formulas, the best alternative is to keep imports illegal and reform Medicare with prescription coverage.  The second alternative best fits the needs of consumer safety, healthy US economy, and Strong R&D.

Below are the sensitivity analysis graphs giving priority to each of the four merit nodes in the following order- Benefits, Opportunities, Costs and Risks. On the Opportunities and Costs sensitivity graphs, the lines for each alternative do not intersect, which validates the results.  There is a minor intersection of Alternative 1 and Alternative 2 on the Benefits graph, but it happens at the 80% mark and the two lines stay on top of each other, which is not much cause for concern.  On the Risks graph, Alternative 1 and Alternative 4 cross at the 90% mark which again is little cause for concern, especially since neither Alternative is the best Alternative. 
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Conclusions
· Imports should remain illegal and Medicare coverage will help with drug costs 

· Drugs need to be regulated for safety, imports are not always safe, even from Canada 

· The US drug industry would suffer if the import barriers were lowered
· Jobs would be lost
· New medicine innovation is at risk

· Other cost reduction methods should be pursued
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