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Concern over pricing of pharmaceuticals and other health
technologies in both high- and low-income countries is not
new. It has been high on the World Health Organization
(WHO) agenda for a number of years [1]. Affordability of
products, both to individual patients and to health systems,
is one of the main barriers to accessing many effective
medicines. In high income countries this debate has been
focused primarily on medicines for cancer and orphan
diseases, but in 2014 the pricing of sofosbuvir expanded
the issue much more broadly: here was a ‘cost-effective’
treatment for hepatitis C that was unaffordable to countries
of any income. The price being asked on the basis of cost-
effectiveness evaluations might be considered to be ‘value
based’, but as described in Iyengar et al. [2], was com-
pletely unaffordable for countries to use to treat all eligible
patients. So what has gone wrong with so-called value-
based pricing (VBP)?

VBP is a well-established pricing strategy for com-
modities. The basic idea behind this approach is that the
price of goods should reflect the value to the buyer rather
than the actual costs of production plus a margin. But in the
context of pharmaceuticals there is no widely accepted
definition of VBP. It is generally defined as the use of any
policy or strategy designed to link the price and/or approval
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of a pharmaceutical or health product to the perceived
value of the product [3]. On the face of it the theory is very
simple; health systems should pay similar amounts for
products with the same therapeutic effect or ‘value’.
However, in practice this has proved more complicated,
particularly when establishing what metrics should be
included in ‘value’ assessments.

As noted by Neyt [4], assessments of the clinical and
economic value of pharmaceuticals are a key component in
many countries for decisions as to whether specific phar-
maceuticals should be provided by health care systems.
Indeed, health technology assessment and cost-effectiveness
evaluation have been used by high-income countries for over
20 years, notwithstanding the well-documented limitations
of economic evaluations [5—7]. As Neyt also points out, there
have been many debates about using ‘cost-effectiveness
thresholds’. But we have to emphasise that WHO has not
recommended three times gross domestic product
(GDP)/capita as ‘relatively cost effective’ [8], which high-
lights that even in high-income countries controversy and
confusion reigns over what the cost-effectiveness threshold
represents. Is it the ‘shadow price’ or does it represent
‘willingness to pay’? As Neyt correctly says, the cost-ef-
fectiveness ratio should only be the first consideration of
many in making decisions about what to reimburse. But what
we have learnt is that using cost-effectiveness ratios as the
sole basis of either decision making or price setting is fraught
with difficulties. For example, should ‘innovation’ attract a
premium regardless of the actual therapeutic benefits?
Industry has argued for this approach to ensure continued
innovation [9], but determining how much innovation is
worth is as difficult as determining ‘value’; particularly when
the research and development costs are not transparent.

Globally, the risks of using value-based assessments as
the sole basis for pricing are that it does not take into account
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need, prevalence and affordability. As the Lancet Commis-
sion on Essential Medicines [10] pointed out, affordability is
“distinct from the value of a product or service. Thus, an
essential medicine might offer a large health benefit or high
value (determined, for example, through cost-effectiveness
analysis), but still might not be affordable (because of limited
resources, high prices, or both)...”. So given the technical
challenges of using health technology assessment, focussing
solely on VBP also has the potential to undermine existing
and effective systems of competitive tendering and price-
volume agreements. These are vital components of many
countries’ purchasing strategies, regardless of income.
WHO supports its 194 Member States as they coordinate
the efforts of multiple sectors of the government and part-
ners—including bi- and multilaterals, funds and foundations,
civil society organizations and private sector entities—to
attain their health objectives and support their national health
policies and strategies. The profile of these 194 Member
States is extremely varied: in relation to pharmaceuticals it
ranges from high-income countries with established health
technology assessment and guideline systems to low-income
countries without an existing supply chain or technical skills.
In some countries the predominant pharmaceutical pur-
chasing system is competitive tendering and price-volume
agreements, based on quality generic products and an
essential medicines list. There is global interest in using
health technology assessment to inform prices but it has to
work in conjunction with these vital existing mechanisms.
In 2014 the WHO Member States formally requested that
WHO’s Director General, through World Health Assembly
Resolution WHAG67.22 (“Access to Essential Medicines”,
2014), support countries to “ensure access to safe, effective
and quality-assured essential medicines, including high price
essential medicines.” At the same Assembly, another reso-
lution was passed on “Health intervention and technology
assessment in support of universal health coverage.” In order
to support both resolutions, the Fair Pricing Initiative was
launched leading to the “Fair Pricing Forum”. The main aim
of the Forum was to enable stakeholders to discuss options
for a fairer pricing system that is sustainable for both health
systems and the pharmaceutical industries. The Forum
sought to address three questions: What can governments do
to ensure fairer medicines prices and greater access? What
can industry do? How can WHO support the process [11]?
The outcome of the Forum is that there is much to do to
agree on how a fairer pricing model can be achieved that
ensures access to medicines without bankrupting progress
towards universal health coverage. Comparative effective-
ness assessment and budget impact evaluation by decision
makers will remain critical tools going forward, and there we
agree with Neyt and many others about using evidence to
fully inform decisions. But equally important is the need to
change the rhetoric about what constitutes a fair and
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sustainable price for all—and that must start with trans-
parency of R&D costs and expected return on investment
rather than just discussion of value. In the end, there is no
value in a medicine that is too expensive and sits on the shelf.

Compliance with Ethical Standards

Conlflict of interest The authors are all employees of WHO and have
no financial or commercial interests.

Open Access This article is distributed under the terms of the Creative
Commons Attribution 3.0 IGO License (http://creativecommons.org/
licenses/by/3.0/igo/), which permits unrestricted use, duplication,
adaptation, distribution, and reproduction in any medium or format, as
long as you give appropriate credit to the original author(s) and the
source. In any reproduction of this article there should not be any
suggestion that WHO or this article endorse any specific organization or
products. The use of the WHO logo is not permitted. This notice should
be preserved along with the article’s original URL.

References

1. Cameron A, Ewen M, Ross-Degnan D, Ball D, Laing R. Medicine
prices, availability, and affordability in 36 developing and middle-
income countries: a secondary analysis. Lancet. 2008;373(9659):
240-9. https://doi.org/10.1016/S0140-6736(08)61762-6.

2. Iyengar S, Tay-Teo K, Vogler S, Beyer P, Wiktor S, de Joncheere
K, Hill S. Prices, costs, and affordability of new medicines for
hepatitis C in 30 countries: an economic analysis. PLoS Med.
2016. https://doi.org/10.1371/journal.pmed.1002032.

3. Towse A, Barnsley P. Approaches to identifying, measuring, and
aggregating elements of value. Int J Technol Assess Health Care.
2013;29(4):360—4. https://doi.org/10.1017/S0266462313000524.

4. Neyt M. Value-based pricing: do not throw away the baby with
the bath water. PharmacoEconomics. 2017. https://doi.org/10.
1007/s40273-017-0566-5.

5. Hill SR, Mitchell AS, Henry DA. Problems with the interpreta-
tion of pharmacoeconomic analyses: a review of submissions to
the Australian Pharmaceutical Benefits Scheme. JAMA.
2000;283(16):2116-21.

6. Yong JHE, Beca J, Hoch JS. The evaluation and use of economic
evidence to inform cancer drug reimbursement decisions in
Canada. PharmacoEconomics. 2013;31(3):229-36. https://doi.
org/10.1007/s40273-012-0022-5.

7. Summary of a workshop to inform the research agenda on
improving cross-sector comparisons using QALYs and other
measures. London: National Institute for Health and Care
Excellence. https://www.nice.org.uk/Media/Default/About/what-
we-do/science-policy-and-research/beyond_qaly_workshop_report.
pdf. Accessed 3 Aug 2017.

8. Bertram MY, Lauer JA, de Joncheere K, Edejer T, Hutubessy R,
Kieny MP, Hill SR. Cost-effectiveness thresholds: pros and cons.
Bull World Health Org. 2016;94:925-30. https://doi.org/10.2471/
BLT.15.164418.

9. Garner S. How does NICE value innovation? Drug Dev Res.
2010;71:449-56. https://doi.org/10.1002/ddr.20423.

10. Wirtz VJ, Hogerzeil HV, Gray AL, et al. Essential medicines for
universal health coverage. Lancet. 2017;389:403-76.

11. World Health Organisation. FAIR PRICING FORUM 2017
MEETING REPORT. 2017. http://www.who.int/medicines/
access/fair_pricing/FairPricingForum2017MeetingReport.
pdf?ua=1. Accessed 7 Nov 2017.


http://dx.doi.org/10.1016/S0140-6736(08)61762-6
http://dx.doi.org/10.1371/journal.pmed.1002032
http://dx.doi.org/10.1017/S0266462313000524
http://dx.doi.org/10.1007/s40273-017-0566-5
http://dx.doi.org/10.1007/s40273-017-0566-5
http://dx.doi.org/10.1007/s40273-012-0022-5
http://dx.doi.org/10.1007/s40273-012-0022-5
https://www.nice.org.uk/Media/Default/About/what-we-do/science-policy-and-research/beyond_qaly_workshop_report.pdf
https://www.nice.org.uk/Media/Default/About/what-we-do/science-policy-and-research/beyond_qaly_workshop_report.pdf
https://www.nice.org.uk/Media/Default/About/what-we-do/science-policy-and-research/beyond_qaly_workshop_report.pdf
http://dx.doi.org/10.2471/BLT.15.164418
http://dx.doi.org/10.2471/BLT.15.164418
http://dx.doi.org/10.1002/ddr.20423
http://dx.doi.org/http://www.who.int/medicines/access/fair_pricing/FairPricingForum2017MeetingReport.pdf?ua=1
http://dx.doi.org/http://www.who.int/medicines/access/fair_pricing/FairPricingForum2017MeetingReport.pdf?ua=1
http://dx.doi.org/http://www.who.int/medicines/access/fair_pricing/FairPricingForum2017MeetingReport.pdf?ua=1

	Value-Based Pricing: L’Enfant Terrible?
	Open Access
	References




