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Abstract

Given the high costs of innovative new drugs, most European countries have

introduced policies for price control, in particular value-based pricing (VBP) and

international reference pricing. The purpose of this study is to describe how profit-

maximizing manufacturers would optimally adjust their launch sequence to these

policies and how VBP countries may best respond. To decide about the launching

sequence, a manufacturer must consider a tradeoff between price and sales volume in

any given country as well as the effect of price in a VBP country on the price in

international reference pricing countries. Based on the manufacturer’s rationale, it is

best for VBP countries in Europe to implicitly collude in the long term and set cost–

effectiveness thresholds at the level of the lowest acceptable VBP country. This way,

international reference pricing countries would also converge towards the lowest

acceptable threshold in Europe.
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Key issues

Given the high costs of innovative new drugs, most European countries have

introduced policies for price control, in particular value-based pricing (VBP)

and international reference pricing (IRP).

This study describes how profit-maximizing manufacturers would optimally

adjust their launch sequence to these policies.

To decide about the launching sequence, a manufacturer must consider a

tradeoff between price and sales volume in any given country as well as the

effect of price in a VBP country on the price in IRP countries.

Therefore, manufacturers tend to enter higher price VBP countries first.

As an initial reaction, VBP countries might keep prices up or even overbid

each other to provide their citizens immediate access to the drug in question.
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In the long term, it is best for VBP countries in Europe to implicitly collude

and set cost–effectiveness thresholds at the level of the lowest acceptable

VBP country.

In response, manufacturers might support initiatives for differential pricing

according to national income and ability to pay.

Notes

Related research 

Recommended articles Cited by 

6

Value elements and methods of value-based pricing for drugs in Japan: a systematic review

Akina Takami et al.

Expert Review of Pharmacoeconomics & Outcomes Research

Published online: 20 Jun 2023



Pricing and reimbursement frameworks in Central Eastern Europe: a decision tool to support choices

Katarzyna Kolasa et al.

Expert Review of Pharmacoeconomics & Outcomes Research

Published online: 26 Jun 2014



An assessment of innovative pricing schemes for the communication of value: is price discrimination

and two-part pricing a way forward?

Peter Hertzman et al.

Expert Review of Pharmacoeconomics & Outcomes Research

Published online: 4 Dec 2017



View more



People also read

https://www.tandfonline.com/doi/full/10.1080/14737167.2023.2223984?src=recsys
https://www.tandfonline.com/author/Takami%2C+Akina
https://www.tandfonline.com/doi/full/10.1586/14737167.2014.898566?src=recsys
https://www.tandfonline.com/author/Kolasa%2C+Katarzyna
https://www.tandfonline.com/doi/full/10.1080/14737167.2018.1411192?src=recsys
https://www.tandfonline.com/author/Hertzman%2C+Peter
https://www.addtoany.com/share


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2024 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 3099067 

5 Howick Place | London | SW1P 1WG

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://www.informa.com/
https://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

