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Background

Economic studies demonstrate that funding for the US National Institute for
Health (NIH) yields substantial returns for society, stimulating job creation and

Results

TABLE 1: Key model parameters and outputs for total annual

FIGURE 2: Visual comparison of model outputs

G. Our base case does not include any opportunity costs of capital,
but the high failure rate in drug development makes the time value
of money a critical factor in R&D expenses, some of which

Conclusions

Our examination reveals that
simply substituting direct R&D
expenditures does not nearly
encompass the full cost of
delivering medicines to patients:
Substantial additional expenses,
currently covered by the private
sector, would either remain or
require additional financing.

To address the substitution costs
for the loss of private sector R&D
investment without a decline in
approvals, policy makers would

Total annual R&D costs for all approved drugs

capitalillustrates the upper bound of a plausible range of replacement
cost — resulting in an estimate of $289.1Bn.

identifiable in public filings, offering a sample of companies that may
only imperfectly reflect all R&D expenses for the entire industry.

drug development are distinct and complementary, indicating
replacement could lead to unforeseen changes in welfare.
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