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Health costs of the UK-US trade deal on pharmaceuticals

Samuel Cross, Karl Claxton, and Andrew Hill argue that diversion of billions of NHS funding to pay
more for new drugs under the UK-US trade deal will harm public health and result in thousands of

excess deaths
Samuel Cross, ' Karl Claxton, 2 Andrew Hill®

Health systems worldwide are facing growing
pressure from rising pharmaceutical expenditure,
ageing populations, and constrained public finances.
In publicly funded systems with finite budgets, higher
spending in one area inevitably takes away the
opportunity to spend elsewhere. This makes decisions
about medicine pricing fundamentally decisions
about how healthcare resources are allocated, and
who the shortfall in funding affects most. This, in
health economics is what is known as opportunity
cost.

On 1 December 2025, the government announced the
UK-US pharmaceuticals deal as a “landmark” to
“safeguard medicines access and drive vital
investment for UK patients and businesses.”* The
agreement, which secures a 0% tariff on UK
pharmaceutical and medical device exports to the
US for the next three years, formed part of broader
UK-US trade and economic negotiations focused on
strengthening bilateral cooperation in strategically
important sectors, including life sciences and
pharmaceuticals.?

However, it also committed the NHS to substantially
higher expenditure on branded medicines over the
coming decade through changes to drug pricing
arrangements and health technology assessment.
Without a corresponding increase in available NHS
resources, this will create substantial opportunity
costs elsewhere, having a direct effect on population
health.

Effect on UK drug pricing

The National Institute for Health and Care Excellence
(NICE) evaluates whether new medicines provide
sufficient health benefit relative to their cost. NICE
generally assesses this using quality adjusted life
years (QALYs), which combine gains in survival and
quality of life into a single measure. Historically, NICE
has operated with cost effectiveness thresholds of
around £20 000-£30 000 per QALY gained. This
means that the NHS has generally been willing to pay
within this range for one additional year of life in full
health, although this threshold can be - and often is
- breached in exceptional circumstances, such as
drugs to treat cancer.3 These thresholds exist because
of opportunity cost and represent an attempt to
balance the health gains garnered by new medicines
against the health likely to be lost elsewhere in the
system when resources are displaced.

In March 2026 ministers took powers to instruct NICE
to increase the thresholds they use to judge cost
effectiveness.” From April 2026, instead of paying
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£20 000-£30 000 for every additional QALY gained
by using a new medicine, the NHS will now pay £25
000-£35 000 for the same health benefits. The
agreement also changes the way health benefits are
measured, meaning NICE’s assessment of the QALY
benefits offered by new medicines will be higher for
the same actual benefit.>

Another mechanism by which NHS drug expenditure
is controlled is the voluntary scheme for branded
medicines pricing, access, and growth (VPAG). This
agreement between the pharmaceutical industry and
the UK government is designed to limit growth in
NHS expenditure on branded medicines through
industry rebate payments when spending exceeds
agreed targets. The rate of increase in the prices of
new medicines is linked to the amount repaid to the
NHS by drug companies, discouraging price inflation.
In 2025 the rebate rate was 23%; under the new
agreement this has been cut to 14.5%.°

These changes, alongside the government’s
commitment to increase expenditure on new
medicines from 0.3% to at least 0.6% of gross
domestic profit (GDP) in 2036 without corresponding
increases in available NHS expenditure, raise serious
concerns over the population health costs.” The
impact assessment undertaken by the Department of
Health and Social Care (DHSC) to assess these costs
has not been made public, despite requests.®
Nonetheless, it is now possible to make an accurate
but conservative assessment of the additional costs
of this deal to the NHS and the population cost NHS
patients will face.

Estimating the financial costs of the deal

This deal commits government to increasing
expenditure on new medicines from 0.3% to at least
0.6% of GDP in 2036, with interim targets for
expenditure of 0.35% of GDP in 2028 and 0.4% of GDP
in 2030.7 Assuming these targets are met and using
the Office for Budgetary Responsibility’s (OBRs) long
term forecast of real GDP growth (1.5%), the
additional annual costs to the English NHS will be at
least £1.3bn in 2028 (£25m per week), and £8.8bn in
2036 (£170m per week).Figure 1 shows the estimated
additional annual costs over the 11 years of the deal.
The cumulative additional cost will be £2.6bn by the
end of 2028 and £44.7bn by the end of 2036. Costs
are even higher if the impact on publicly funded adult
social care is also considered - modelling of English
local authority data indicates that every £1bn the NHS
must find to fund this deal will increase the costs of
adult social care by £118m because of increases in
morbidity and mortality.'®
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Fig 1| Additional costs to English NHS associated with UK-US trade deal

Ministers have largely focused on the short term costs of the
agreement, with several ministers (including the secretaries of state
for science and health) stating that the agreement would cost the
NHS “around £1bn” over the spending review period,?'!*?although
subsequent Office for Budget Responsibility estimates projected
roughly £3.3bn in additional expenditure on new medicines between
2025-26 and 2028-29.'3

Ministers have offered less discussion of the agreement’s longer
term implications for NHS expenditure, despite industry
acknowledgment that spending on newer medicines is expected to
more than double.® As part of the deal the government has agreed
to “establish an industry-government working group” to implement
further changes by January 20297; the direction of travel is seemingly
clear, with comments from the chief executive of the Association
of British Pharmaceutical Industry describing this deal as, “only
the first step.”®

Estimating the population health cost of the deal

We have made conservative estimates of the financial costs of this
deal, but what will the population cost be - that is, the cost to NHS
patients? Considerable published evidence spanning 18 years of
expenditure and outcome data provides reliable estimates of how
changes in available NHS expenditure affect health outcomes,
including mortality, morbidity, and QALYs.'* The estimates, which
are used by DHSC in impact assessments, are derived from robust
analyses linking changes in NHS expenditure to mortality outcomes
across disease areas while accounting for health need, reverse
causality, and other confounding factors.*

The population costs of this deal will be the excess deaths that can
be avoided if the resources required are not devoted to paying more
for new medicines. These are called the “health opportunity costs”
(fig 2). They are estimated by combining the published causal
estimates with projected NHS expenditure and local mortality data
from 2024-25.16
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Figure 2 shows that even if we restrict attention to the direct effect
of reductions in available NHS expenditure, by 2036 this deal is
likely to result in roughly 229 0oo excess deaths —more than during
the covid-19 pandemic between March 2020 and June 2022 (137 000).
If the indirect effect on adult social care is also included, the increase
in excess deaths is even greater (291 000).

The largest estimated impacts on mortality are in cardiovascular,
respiratory, and gastrointestinal disease and cancer, with broader
effects on quality of life across these areas as well as neurological,
endocrine, musculoskeletal, and mental health problems. Previous
research also suggests that reductions in available NHS expenditure
have greater effects in areas with higher deprivation and baseline
mortality, further entrenching existing health inequalities, which
continue to grow in the UK' and are estimated to cost the NHS
nearly £5bn annually in hospital admissions.'®
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These findings, though unsurprising, are particularly relevant given
existing pressures on the NHS and the large burden of unmet need
in highly cost effective areas of care. Non-communicable diseases,
for example, were estimated to be accountable for over 400 000
deaths and around 18 million disability adjusted life years (DALYs)
in the UK in 2021 alone.'® Cardiovascular disease accounts for most
of the non-communicable disease burden and is estimated to cost
the NHS £7.4bn annually.?° It is also the most strongly linked with
deprivation.?®

Cheap generic medications that treat resulting chronic disease are
available for less than £20 a year. However, cardiovascular disease
is considered largely preventable through modifiable risk factors,
for which targeted interventions typically cost less than £7000 per
QALY?! (table 1). This falls far below the new NICE threshold of £35
000 per QALY, and in some cases these interventions save the NHS
money overall, because their effects on health reduce the need for
other care.
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Table 1| Cost effective NHS interventions to modify risk factors for cardiovascular disease?’

Risk factor Intervention examples Incremental cost effectiveness of Estimated eligible population (UK adults)
interventions (cost per QALY)
Smoking Nicotine replacement therapy, cognitive Maximum £6875; most interventions cost 6 million
behavioural therapy, opt-out, tailored saving
interventions, buproprion

Alcohol Screening and brief interventions, primary care - £5865-£21430; most interventions cost saving 10 million
Obesity/ Behavioural, physical activity, semaglutide, ~ £6317-£21372; some interventions cost saving 28 million
overweight tirzepatide

Physical inactivity Brief advice, walking groups, workplace £495-£2754; some interventions cost saving 17 million

programmes
Mental ill health Group cognitive behavioural therapy, £541-£10 905; some interventions cost saving 7.5 million

behavioural activation, drug treatments

Mental wellbeing Friendship programmes, digital literacy for older

adults

Maximum £15 962; some interventions cost
saving

10.8 million aged =65

Despite this evidence and reassurances that “frontline services”
will be protected, the NHS will need to fund this deal from
allocations made six months before the deal was agreed.’® ** The
evidence suggests that if additional public expenditure was
available, it could be more effectively deployed within the NHS
itself. For example, based on a cost per death averted of £153 000
(by updating the latest evidence on causal effect'® with 2024-25
mortality data), reallocating an equivalent £44bn into existing
health services could prevent more than 287 ooo deaths by 2036,
particularly in areas of high mortality and deprivation.

Suggested benefits of deal are uncertain

The agreement has been presented as a mechanism to improve
access to new medicines.? However, NICE estimates that increasing
cost effectiveness thresholds may result in only two to five additional
medicines being approved annually.?3 Moreover, NICE already
approves more than 90% of medicines it evaluates, suggesting that
the agreement is more likely to increase the prices paid for medicines
already entering the NHS rather than substantially expand access.*
The opportunity cost of new medicines at prior thresholds and
current expenditure is already being felt by most NHS patients;
between 2000 and 2020, new medicines approved by NICE garnered
3.75 million healthy life years at an opportunity cost of five million.3

Claims that higher UK medicine prices will stimulate pharmaceutical
innovation and inward investment are also uncertain.
Pharmaceutical research and development operate within a global
market, of which the UK represents a relatively small share. As such,
there is limited evidence that UK domestic pricing materially
influences global investment decisions.?# Even so, evidence suggests
in most cases the UK is already paying more than 100% of the long
term value of new medicines; incentivising production of new
medicines under this deal will do long term harm to the public heath
objective of the NHS.?>

The agreement also establishes zero tariffs on UK pharmaceutical
and medical device exports to the US for three years. However, the
UK remains a net importer of medicines, meaning that much of the
additional expenditure is likely to accrue to multinational
manufacturers rather than remain within the NHS or wider UK
economy.2® Furthermore, any economic benefits associated with
increased drug expenditure must be balanced against evidence that
reductions in available health and social care resources may
negatively affect population health and local economic
productivity.?” Furthermore, the economic benefits of securing zero
tariffs for UK pharmaceutical exports has been substantially
diminished since the US Supreme Court ruling reducing the

proposed tariffs from 100% to 10%. Indeed, the projected costs of
the agreement are expected to exceed the total annual value of UK
medical exports to the United States (E5bn) before 2031.2°

Other economic and industrial considerations, including reports
that AstraZeneca had considered moving its listing from London to
New York because of concerns around the international
competitiveness of the UK life sciences sector, may have also
contributed to pressure for reform.®

Need for transparency

The government’s willingness to accommodate industry pressure
while the NHS absorbs the resulting costs raises important questions
about transparency and accountability and marks a significant shift
from its assurances in 2019.2% More importantly, it emphasises a
broader structural problem at the heart of a health system conceived
with the intention of delivering equitable, patient centred care, now
reduced to underwriting risk in global pharmaceutical markets.

Advocacy for full details of this deal, and especially the unredacted
impact assessment, to be made public, have garnered the support
of scrutiny from the House of Lords?® and triggered legal action by
campaign groups Global Justice Now and Just Treatment on behalf
of NHS patients.3° Both focus on the appropriateness and legality
of using secondary legislation (which receives more limited
parliamentary scrutiny) to implement policy changes with
substantial implications for NHS expenditure and population health.

Patients and clinicians can continue to advocate for the full details
of this deal to be made public as well as voicing their opposition to
such changes in policy without appropriate discourse and debate.
Only with transparency, can there be proper parliamentary scrutiny
by backbenchers and committees to facilitate a more fully informed
public discussion. This is especially important for the devolved
nations, which have not been party to this deal but will nonetheless
have to pick up their share of the total UK bill (at least £9.9bn of
the total £54.6bn by 2036), with similarly dire health consequences.

At a systemic level, all parties should see this as an opportunity to
advocate a shift away from health policies increasingly influenced
by the commercial determinants of health and detached from the
patients and populations they affect, both in the UK and elsewhere.
It seems essential to advocate for policy grounded in public value
and social purpose, and for renewed commitment to the NHS as a
public institution with equity at its core, before it is too late.

Key messages
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The UK-US trade deal on pharmaceuticals more than doubles the
amount of money the NHS will pay for new medicines over the next
11 years, costing an additional £44.7bn by the end of 2036

Diversion of NHS funds to pay more for new drugs will be detrimental
to population health, leading to 229 00 excess deaths and increased
health inequalities

Ministers have emphasised proposed benefits of the agreement,
includingincentives forinnovation and access to new medicines, but
the longerterm implications for NHS expenditure and service provision
remain insufficiently accounted for

Greatertransparency, including publication of the health department’s
impact assessment, would support more informed public and
parliamentary debate about pharmaceutical pricing policy
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