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Pharmaceutical expenditure accounts for a large share of health expenditure, and one of the
main challenges in the countries with limited resources is selection of the most appropriate
pharmaceutical pricing method. There are many approaches to pharmaceutical pricing as well
as a variety of pharmaceutical production technologies; therefore, health systems often face
difficulties in selecting the best methods that fit their goals. For developing countries, setting
affordable medicine prices to ensure people can access the medicines they need, while at the
same time supporting the domestic pharmaceutical industry to ensure a sustainable supply
chain is a challenge for their health systems (1). Therefore, practical guidelines are needed that
can help low- and middle-income countries by explaining steps for pharmaceutical pricing (2).
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Equitable access to medicines is a global concern and will not be guaranteed unless medicines
are available at a price that the consumer can afford (3). Health systems should ensure that
people are able access and buy essential medicines when they need them and in the quantity
they need. Hence, not only is rational pharmaceutical pricing required, but also other supportive
policies such as insurance coverage or subsidy.

Because of the variety, ambiguity and complexity of the different pharmaceutical pricing
methods, countries of the World Health Organization (WHO) Eastern Mediterranean Region
need guidelines to explain each of these methods, including their implementation, strengths,
limitations and requirements in different country settings. In 2015, WHO developed its
guidelines on country pharmaceutical pricing policies to help countries, especially low- and
middle-income countries, make appropriate decisions on methods for pricing medicines (4).
However, there are still unanswered questions.

First, the high expenditure on pharmaceuticals is not only because of the high cost of
medicines, but also because of high consumption (5). Therefore, the total pharmaceutical
expenditure needs to be separated from the price of medicines, as each requires different
policies. High consumption of medicines could occur because of the irrational use of medicines
as a result of self-medication or over-prescribing by physicians. The routinely adopted pricing
policies, such as the cost plus method, are usually more effective if the main aim is to control
expenditure. Implementation of an essential medicines list and evidence-based guidelines
which are not directly linked to pricing policies (6,7) should be complemented with pricing
policies when the main concern is high and irrational consumption.

Second, consideration of the technology for the production of medicines is important in
choosing the pricing method. For example, most of the expensive medicines are new and/or
specialized medicines with no available generic forms. Controlling the price of these medicines
through generally recommended policies such as cost plus or reference pricing is difficult
because often valid reference prices are limited and the production costs are unclear to
policy-makers (8).

Third, some defined methods, such as generic substitution or health technology assessment,
can be used to control medicines prices indirectly (9). These methods have no clear role in
setting the price of medicines directly. Therefore, they should not be listed as pricing strategies,
but rather as price control strategies. For example, a country might use health technology
assessment to reduce the medicine price when the stated price is more than its value according
to the results of health technology assessment (10).
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Fourth, it is important to distinguish between value-based pricing, mentioned in the WHO
guideline, from health technology assessment (4). Defining the value of a medicine is difficult
and not a useful way of pricing medicine. For example, if a medicine is life-saving, should it be
priced highly? If yes, then this will have major implications for the health system. Also, it is worth
noting that value-based pricing can lead to companies determining a high price for their
products.

Fifth, one of the pricing methods recommended in the WHO guideline and which is widely used
globally is external reference-based pricing. In most countries, especially European countries,
external reference-based pricing has been used to first control parallel imports and then
pharmaceutical pricing (11). However, for low- and middle-income countries, particularly
countries in the Eastern Mediterranean Region, the main goal of using this method is to price
medicines. Therefore, the correct implementation of this method is critical due to the many
different country settings. For example, choosing reference countries, determining valid prices
and maintaining the same price in neighbouring countries are important considerations. In
addition, having adequate cooperation and coordination between countries in the same region
is necessary if using this method.

In conclusion, a guideline on pharmaceutical pricing methods, to be more useful, should provide
clear step-by-step advice on how to implement pricing approaches in practice, so that the dos
and don’ts of each approach are clear. Such a guideline should also avoid general
recommendation of methods that are subject to wide interpretation and misuse, for example,
value-based pricing. In addition, it is important to separate the discussion of tools and resources
that can help price setting (for example, health technology assessment) from the pricing
approaches. ldeally, a guideline on pharmaceutical pricing methods should help countries with
different health system capacity and resources select pricing approaches that assist them in
enhancing access to medicines and improving universal health coverage.
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