Text that students see
Concern over rising drug prices such as the drastic increase in Epi-Pen pricing noted in 2016 and the more recent Humira case described in the first NY Times article read for class has called into question the advisability of pharmaceutical drug patenting given the monopoly power and economic deadweight loss that results from those patents.  However, patents can serve an important role according to the second NY Times article on drug shortages read for class. Today we consider the insight that microeconomic theory provides on development of an appropriate policy response to this problem.

Which of the following possible policy alternatives is most likely to improve long term societal well-being?  

A. Disallow any further pharmaceutical patenting as patents are allowing pharmaceutical companies to earn economic profits at the expense of those in need of medication.
B. [bookmark: _GoBack] Disallow any further pharmaceutical patenting that would protect innovating firms from immediate competition, but create a system in which the government awards large cash prizes to innovating firms for breakthroughs in treating medical conditions.
C. Allow continued patenting, but force pharmaceutical companies to set fair prices by imposing a price ceiling set at the competitive market price.
D. Allow continued patenting, but force pharmaceutical companies to offer discounted pricing / rebates to low income individuals or individuals without access to insurance.
E. Have the government pay for (fully subsidize) all pharmaceutical research and development instead of providing patents to those companies.

