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Introduction

 Pharmaceutical pricing must balance affordability with incentives for innovation.
* Current cost-effectiveness analyses primarily focus on static efficiency and do not account
for dynamic efficiency, potentially overlooking reward levels that maximize population

Figure 1. Schematic of Value Accruing to Different Parties in Health Terms
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* We estimated the share of the value generated by a drug that accrues to manufacturers — (incremental manufacturing costs and
and the resulting net population health under alternative US pricing scenarios, iIncremental non-product costs)
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* Three pricing policy scenarios were explored: (a) status quo using actual net prices, (b)
HBPB-based pricing using ICER's health benefit price benchmarks (HBPB) at
$150,000/QALY gained, and (c) “dynamic-efficiency” using prices that optimize the
manufacturer’s share of value to maximize net population health.

* For each scenario, we estimated the drug’s lifetime value shared to the original
manufacturer and net population health benefits. Realized Net Health Effects Health Foregone due to

* We used frameworks developed by Woods et al., adapted for US-specific market Payments to Manufacturers
characteristics.

* We analyzed a purposive sample of 18 pharmaceuticals approved in the US and reviewed
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Table 1. Aggregated Share of Value to Originator Manufacturers

by ICER. Pricing Policy Scenarios
Results StatusQuo  ICER HBPB ;;:::\";
" across 18 crugs range: -1,072% to 1150%) ith 29%forthe § crugs priced below ICeRs 197485 (V=18 71 76% 23%
HBPB and 327% for thé 10’drugs pric’ed abo:/e it. The total NHB across 18 drugs was 64M g:::: z::: Ezrov\fl ::: t::;)a) 322970? ;g: ;;:;:

QALYs (76M for drugs priced below HBPB and -12M for those priced above)
* Applying HBPB-based pricing reduced manufacturer shares to 70% for drugs priced above
the HBPB and increased them to 78% for those priced below, yielding an aggregated

Table 2. Net health benefits realized among patients (in QALYs)

mean of 76% across all drugs (range: -123% to 278%). Total NHB was 58M QALYs (45M Pricing Policy Scenarios

and 14M for drugs priced below and above the HBPB, respectively) Status QuO ICER HBPB Dynamic
* Under the dynamic efficiency scenario, the manufacturer share that maximizes efficiency

population health was 23% across all drugs. Under this pricing policy, the NHB were All drugs (N=18) 63.9M 58.1M 122.8M

maximized at 123 M QALYs—92% higher than the status quo (99M and 23M for drugs Drugs priced above HBPB (N=10) 12.1M 13.5M 23 4M

priced below and above HBPB respectively). Drugs priced below HBPB (N=8): 76.0M 44.7M 99.4M
Conclusion aUnder the HBPB scenario, the prices of these 8 drugs increase relative to the status quo, raising manufacturer share and

e W tified fact | h d th Iti 19t health i i reducing NHB compared with the status quo.
€ quantitied manuracturer value shares an € resuiting popuiation nea IMpacts b population NHB comprises both net static benefits (from current treatments) and net dynamic benefits (from future

under alternative US drug pricing scenarios. innovation influenced by payment levels).
* Under current policies, some drugs allow manufacturers to capture more than the total
value, which could be mitigated by value-based pricing.
* Dynamic-efficiency pricing offers a way to maximize net population health, but requires
additional data and agreement on the optimal share of value for practical
implementation.

Acronyms

QALY: Quality adjusted life years; evLY: Equal-value life years; ICER: Institute for Clinical and
Economic Reviews; HBPB: Health benefit price benchmark; NHB: Net health benefits; M:
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