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The economics of innovation in the biomedical 
industry 
MGT 403 

Spring 2019 

 
Dominique Foray 

Professor EPFL 
Alexander Mack 

Lecturer EPFL 
Laurent-Dominique Piveteau 

Debiotech and Lecturer EPFL 
 

 
Class time 
 
Monday – 16:15 – 19:00 
MEB331 

 
Objectives 
 
To use ‘simple’ microeconomic principles to understand key issues in biomedical 
research and innovation (price formation in different types of market structures, central 
role of intellectual property rights, nature of competition, role of public policy, etc.). 
  
To gain competences and knowledge in: 

a) the economic aspects of R&D, innovation and competition in the 
pharma/biomedical industry 

b) the nature of the so-called R&D productivity crisis and its impact on the 
organization and sustainability of the industry structures in this sector 

c) the institutional and economic characteristics of successful biomedical innovation 
systems 

d) the political decision making process to promote efficiency of therapeutic 
products from research to patients with a particular emphasis on the North-South 
issue. 

e) The emerging trends in the organization of R&D and innovation in the biomedical 
sector 
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Calendar and outline 
 
 
Section 1 – Microeconomics of biomedical innovation - fundamentals 
 
18-02 – Dominique Foray 
 
Introduction to the course 
The big picture: from innovation to prosperity 
 
25-02 – Dominique Foray 
 
Innovation as an economic discovery process 
Today: great stagnation or brilliant revolution? 
 
 
Section 2 – Principles of microeconomics: inside the toolbox! 
 
4-03 – Alexander Mack  
 
Principles 1 - demand and supply, elasticities, production theory, perfect competition, 
surplus 
 
11-03 – Alexander Mack 
 
Principles 2 – imperfect competition, monopoly 
 
18-03 – Alexander Mack 
 
Principles 3 – State intervention, public goods 
 
25-03 – Alexander Mack 
 
Principles 4 – Short run and long run production 
 
 
Section 3 – Current revolution and emerging trends 
 
01-04 - Laurent Dominique Piveteau  
 
From closed to open innovation: the outsourcing of R&D in the US context 
 
08-04 - Dominique Foray 
 
Baumol disease and the new innovation trend in healthcare 
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15-04 - Dominique Foray 
 
The economics of disruptive innovation 
 
29-04 - Laurent Dominique Piveteau  
 
AO in Switzerland:  a model for the future? 
   
06 –05 - Laurent Dominique Piveteau 
 
Towards Uberisation… 
 
 
Section 4 – Global health 
 
13-05 – Dominique Foray 
 
Neglected disease and access to innovative drugs 
 
20-05 – Dominique Foray 
 
Towards a new geography of innovation? 
 
27-05  - tbd 
 
Conclusions 
 
 
 
 
 
 
Course materials (PPt presentations) are posted to: 
http://moodle.epfl.ch 
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Grade 
 
Problem sets 1 & 2: out of 6 
Teamwork and short presentations in class: out of 6  
Final exam: out of 12 
 
Modalities: 
 
Problem sets 1 and 2 (PS 1 and 2) will be posted on March 11th and March 18th 
respectively. Problem set 1 has to be handed in on March 18th at the beginning of the 
course, and problem set 2 on March 25th at the beginning of the course.  
 
Teamwork and short presentations in class (section emerging trends). 
 
The final exam covers the whole course. It will consist in both quantitative and 
qualitative questions. 
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Assignment and Readings 
 
Week Date  Topic  Assignment  
1 18-02 

 
Fundamentals Readings 

2 25-02 Fundamentals 
 

Readings  
 

3 04-03 
 

Micoreconomics Readings  

4 11-03 
 

Microeconomics PS 1 online 

5 18-03 
 

Microeconomics PS1 to be handed in 
PS2 online 

6 25-03 
 

Microeconomics PS2 to be handed in 
 

7 01-04 
 

Emerging trends Teamwork 

8 08-04 
 

Emerging trends Readings  

9 15-04 
 

Emerging trends Readings  

10 29-04 
 

Emerging trends 
 

Teamwork 

11 06-05 
 

Emerging trends Readings  

12 13-05 
 

Global health Readings 

13 20-05 
 

Global health Teamwork 

14 27-05 Conclusions  
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