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Unethical economics?
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John Sprague highlights a recent news story that will help you explore the role
of ethics in economics

D

araprim (chemical name pyrimethamine)
is a drug developed in the 1960s to treat the
parasitic infection toxoplasmosis. It is used as an
antimalarial drug and in the treatment of people with
HIV.
Turing Pharmaceuticals recently acquired the rights
to produce and sell Daraprim in the USA. Prior to
Turing’s acquisition of the drug, each pill cost around
US$13.50. Turing Pharmaceuticals decided to raise the
price to US$750.00, an increase of 5,555%.
The ways in which scientific research in both the
biological sciences and psychology is limited by ethical
beliefs is a key topic for theory of knowledge (TOK). We
explore all sorts of ethically questionable experiments

like the Tuskegee syphilis experiment, Mengele’s
experimentation on twins in the Second World War, or
the psychology experiments of Milgram and Zimbardo.
Now we have a real-life situation where we can explore
the role of ethics in economics.

Activity 1
Brainstorm some knowledge questions (KQs)
based around this real-life situation. Remember,
KQs must be about the nature or construction of
knowledge.
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The drug was unprofitable at the former price, so
any company selling it would be losing money. At
this price it’s a reasonable profit. Not excessive at
all… . And with these new profits we can spend all
of that upside on these patients who sorely need a
new drug, in my opinion.

While this might be true, the price hike will make
the drug inaccessible to many Americans, even if
they are insured, so it is unclear whether this purely
economic decision will have a genuine effect on
people’s wellbeing.

Profit at any price
Shkreli is following a common model in free-market
economics: price your product at an amount enough
customers are willing to pay to provide you with a
profit, then re-invest those profits into making your
company stronger. But are economic decisions based
purely on profit-making considerations the right sort
of decisions?
The easy response is that, like in the sciences,
ethical considerations should play a role in economic
decision making, but the more sophisticated question
is why? Why should we consider what is ‘right’ when
deciding how much a product is worth? Are economists
obligated to take the non-economic consequences of
their decisions into consideration? If so, upon what is
that obligation based?
One element of the knowledge framework explores
the assumptions underlying the methods of various
areas of knowledge (AOKs). How can our beliefs about
ethical considerations fit into the various approaches
to economics?
In the USA, drug companies have free rein to set
prices, governed only by the invisible hand of the
market. Their decisions cause controversy, as it appears
that they take advantage of the most needful. In other
countries, such as the UK, the pricing of drugs is
overseen by governmental organisations to ensure that
the effects of pricing decisions are considered ethical.

FOTOLIA

Turing executive chairman Martin Shkreli defended
his decision on CBS News, saying:

A discussion of this sort turns on different opinions
about the nature of economics. Should economic
decision making be managed by anything other
than an appeal to the free market? What is the role of
regulation in managing an economy?
This debate is often characterised as one between
classical economic models and Keynesian models of
economics, or between political paradigms such as
capitalism and socialism.

Activity 2
Form two groups. The first group should come
up with reasons why economic decisions should
be influenced by ethical considerations. The
second group should come up with reasons why
they shouldn’t.
Which positions do you find most convincing?
Why? What assumptions about the nature of
economics underlie the two general positions?

Useful sites
New York Times article on the Daraprim price
increase: www.tinyurl.com/p2lhfvq
Vox article on the economics of drug pricing:
www.tinyurl.com/psze7uf
‘Martin Shkreli is an American hero…’, Vox,
www.tinyurl.com/ptzymzo
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