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ABSTRACT 

Pharmaceutical pricing strategies are important in the industry, affecting 

revenue, market share, and patient access. This review considers the 

intricacies of pharmaceutical pricing, such as research and 

development expenses, regulatory regimes, and market competition. 

Several pricing strategies are covered, including value-based pricing, 

tiered pricing, and dynamic pricing. The effects of these strategies on 

the stakeholders such as the patients, payers, and manufacturers are 

also determined. The aim of this review is to create an extensive 

picture of pharmaceutical pricing strategies, which focuses on their 

strengths, weaknesses, and potential directions. The drug industry uses 

different pricing strategies to reconcile profitability with affordability 

and accessibility. Value-based pricing ties prices to clinical outcomes  

and value to patients, and dynamic pricing varies prices according to market conditions, 

competition, and demand. Tiered pricing provides different prices for the same product in 

different markets or segments, and price discrimination charges different prices to different 

customers depending on their willingness to pay. Drivers of pharmaceutical pricing are 

research and development expenses, regulatory frameworks, competition, and patient access 

and affordability. The intricate nature of pricing has a tremendous impact on the stakeholders 

such as patients, payers, and healthcare systems and emphasizes the importance of open and 

fair pricing mechanisms that put patient access and outcomes first. 

 

KEYWORDS: pharmaceutical industry, pricing strategies, value-based pricing, tiered 

pricing, dynamic pricing. 

 

INTRODUCTION 

Pharma marketing is the promotion of drugs, medical devices, etc. to healthcare professionals, 

patients and other stakeholders. The pharma industry has to follow strict regulations from the 
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FDA (U. S. Food and Drug Administration) or EMA (European Medicines Agency) to ensure 

that marketing is ethical, transparent and evidence-based. 

 

Key Components of Pharma Marketing 

1. Target Audience 

Healthcare professionals (HCPs): Physicians, nurses, pharmacists and other health 

professionals. The primary prescribers of drugs and deciders of treatment choice. 

 

Patients: With more direct-to-consumer (DTC) advertising becoming common in some areas, 

pharmaceutical firms now contact patients directly through television, print or online 

advertising. 

 

Payers and insurers: Payers—insurance companies or government programs—can influence 

access and affordability, so they can be a valuable audience. 

 

2. Regulatory Compliance 

There are provisions that ensure the marketing of drugs is ethical, and it will not be misused to 

confuse consumers, hype a product unduly, or make false health claims. The *Pharmaceutical 

Research and Manufacturers of America (PhRMA)* Code of Ethics is an example that outlines 

ethical guidelines for marketing. 

 

3. Types of Pharmaceutical Marketing 

Professional marketing: Encompasses efforts aimed at health care professionals (e. g., sales 

representatives and key opinion leaders) such as detailing (sales representatives presenting 

information regarding drugs to physicians), medical meetings, and continuing medical 

education (CME). 

 

Direct-to-consumer (DTC) advertising: Pharmaceutical company advertisements that intend to 

educate or persuade patients. Encompasses TV commercials, internet ads, and print media. In 

the US, DTC advertisements are monitored and need to offer fair balance (i.e., depict drug risks 

and benefits). 

 

Digital marketing: Social media, email, and online advertising are favoured means of 

contacting HCPs and patients, although regulatory frameworks can restrict what is allowed to 

be published on the internet. 
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Content Marketing: Webinars, whitepapers, and case studies inform both healthcare 

professionals and patients. 

 

4. Strategies Used in Pharma Marketing 

Key opinion leaders (KOLs): If you’re looking for medical experts to recommend your product 

or provide guidance, a good market influence tactic is to recruit KOLs to participate in research 

studies, speak at conferences, and write peer-reviewed publications. 

 

Real World Evidence (RWE): Pharma uses real world data to show how a drug performs in 

real people outside of clinical trials. 

 

Patient-focused marketing: Creating patient support initiatives, educational materials, and 

patient assistance programs that involve patients and enhance patient comprehension of 

therapies. 

 

5. Ethical Issues 

Pharmaceutical marketing influences health decisions, so ethical concerns are transparency, 

honest advertising, money incentives (gifts or paid speaking), and best interests of the patient. 

Examples of Pharma Marketing: 

 

Direct-to-consumer advertising (DTC): A case in point is the autoimmune disease medication 

**Humira* television campaign in the U. S. that informed patients about the condition and its 

treatment. 

 

Medical conferences and sales rep activities: Medical conferences are sponsored by 

pharmaceutical companies where physicians learn about new therapies and sales 

representatives give extensive product information to health care providers. 

 

General Definitions 

1. Pricing Strategy: Pricing strategy refers to a plan or technique adopted by an enterprise for 

determining the right price for its offerings or services in consideration of some or the other 

factors such as cost, rivalry, market need, and consumers' price willingness (Kotler & 

Armstrong, 2010). 

2. Pricing Strategies: Pricing strategies are the particular actions or methods employed to carry 

out a pricing strategy, e.g., promotions, discounts, and price bundling (Nagle & Holden, 2002). 
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Industry-Specific Definitions 

1. Pharmaceutical Pricing Strategy: A pharmaceutical pricing strategy refers to a strategy 

employed by drug manufacturers to calculate the best price for their drugs, considering factors 

like research and development expenditure, manufacturing costs, demand in the market, and 

regulatory requirements (WHO, 2019). 

 

2. Dynamic Pricing Strategy: Dynamic pricing strategy refers to a business plan aimed at 

changing prices in real time depending on evolving market conditions, e.g., variations in 

demand or competitor prices (Kumar, 2017). 

 

Academic Definitions 

1. Value-Based Pricing Strategy: A value-based pricing strategy is a business plan that 

businesses utilize to price their products or services according to the perceived value of the 

products or services to customers, as opposed to costs or competition (Anderson & Narus, 

1998). 

2. Penetration Pricing Strategy: A penetration pricing strategy is a business plan that involves 

setting low prices initially to gain market share rapidly and establish customer loyalty (Kotler 

& Armstrong, 2010). 

 

Scope of Pricing Strategies in Pharmaceutical Industry 

1. Generation of Revenue: Pricing strategies are intended to help pharmaceutical firms generate 

revenue that will enable them to maintain their business operations (Kotler & Armstrong, 

2010). 

2. Market Share: Pricing strategies dictate market share, enabling pharmaceutical firms to 

effectively compete in the marketplace (Ailawadi et al., 2001). 

3. Patient Access: Pricing strategies influence patient access to medicines, balancing revenue 

with affordability (WHO, 2019). 

4. Regulatory Compliance: Pricing strategies need to align with regulatory guidelines, e.g., 

price controls and transparency regulations (PhRMA, 2020). 

5. Stakeholder Management: Pricing strategies take into account the interests of multiple 

stakeholders, including payers, patients, healthcare providers, and investors (Keller, 1993). 

 

Objectives of Pricing Strategies in Pharmaceutical Industry 

1. Maximize Revenue: To maximize revenue without compromising on affordability and 

accessibility of medicines (Kotler & Armstrong, 2010). 
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2. Optimize Market Share: To optimize market share by maintaining competitive prices that 

strike a balance between revenue creation and market penetration (Ailawadi et al., 2001). 

3. Ensure Patient Access: To ensure patient access to medicines by maintaining affordable and 

sustainable prices (WHO, 2019). 

4. Ensure Profitability: In order to ensure profitability while making investments in research 

and development, manufacturing, and marketing (Porter, 1985). 

5. Regulation Compliance: To ensure compliance with regulatory requirements and legislation 

related to pharmaceutical pricing (PhRMA, 2020). 

6. Reputation Enhancement: To promote the reputation of the company by showcasing a focus 

on affordability, accessibility, and transparent. 

 

Following are the various price strategies 

1. Penetration Pricing Strategy 

The low initial price is employed to enter a new market and get customers. 

 

2. Skimming Pricing Strategy 

The high initial price is employed to reap maximum profits until competitors enter the market. 

 

3. Bundle Pricing Strategy 

A lower price is given when more than one product or service is bought in combination. 

 

4. Value-Based Pricing Strategy 

Prices are determined by the value perceived by the customer for the product or service. 

 

5. Dynamic Pricing Strategy 

The price is dynamically altered according to fluctuation in demand and supply. 

 

6. Premium Pricing Strategy 

It involves charging a higher price for a product or service because it possesses distinct 

attributes or a renowned brand image. 

 

7. Economy Pricing Strategy 

A low price is applied to a product or service to entice price-sensitive consumers. 

8. Psychological Pricing Strategy 

Prices are determined based on psychological motivations, including rounding prices or price 

anchoring. 
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9. Price Discrimination Strategy 

 

Various prices are offered to various customers depending upon their price elasticity of 

demand. 

 

10. Loss Leader Pricing Strategy 

One product or service is offered at a loss in order to bring customers and push sales of other 

products or services. 

 

Influences of pharmaceutical pricing strategy: 

A number of factors determine pricing strategies in the pharmaceutical sector. These factors 

dictate how pharmaceutical firms establish prices for their medicines and can differ according 

to market conditions, regulatory settings, and therapeutic categories. The below are the primary 

factors that determine pharmaceutical pricing strategies. 

 

Patients 

1. Availability of drugs: Pharmaceutical pricing strategies can have an effect on patient 

availability to necessary drugs, especially for poor patients (World Health Organization, 2019). 

2. Out-of-pocket expenses: Out-of-pocket expenses for patients could be high, resulting in cost 

burden and likely non-compliance with treatment (Kesselheim et al., 2015). 

3. Health outcomes: Poor health outcomes, elevated morbidity, and mortality have been linked 

with inadequate access to medicines (Danzon & Furukawa, 2011). 

 

Healthcare Systems 

1. Budget impact: Prices of medicines are capable of strongly influencing healthcare 

expenditure, and can result in services being rationed or other areas of healthcare finance being 

cut (Sood et al., 2017). 

2. Allocation of resources: Pharmaceutical pricing policies can affect resource allocation in 

health systems, and there may be trade-offs across various health services or programs 

(Philipson & Jena, 2012). 

3. Sustainability: Non-sustainable drug pricing policies may jeopardize the long-term viability 

of health systems (Morgan et al., 2018). 

 

Pharmaceutical Firms 

1. Profitability and revenue: Pharmaceutical pricing policies have a direct impact on 

profitability and revenue for drug firms (Grabowski & Vernon, 2000). 
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2. Research and development: Pharmaceutical pricing strategies can affect investment in 

research and development, with possible effects on innovation and the creation of new drugs 

(Cockburn, 2004). 

3. Reputation and public trust: Pharmaceutical pricing strategies can affect the reputation and 

public trust of pharmaceutical firms, with possible effects on their social license to operate 

(Golec et al., 2010). 

 

Society 

1. Access and inequality: Pricing strategies of pharmaceuticals have the potential to widen 

health inequalities, especially among vulnerable groups or those with poor access to healthcare 

(Morgan et al., 2018). 

2. Cost burden: Excessive pharmaceutical prices can result in a huge cost burden, not just for 

individuals but also for society overall (Danzon & Furukawa, 2011). 

3. Public health: Pharmaceutical price strategies may impact public health consequences, 

especially if access to needed medicines is constrained (World Health Organization, 2019). 

 

Government and Policy 

1. Regulation and legislation: Pharmaceutical price strategies may shape government 

regulation and legislation, and have impacts on pricing policy, reimbursement mechanisms, 

and intellectual property legislation (Scherer, 2010). 

2. Public funding: Pharmaceutical pricing strategies may affect public funding for healthcare, 

with the potential to result in higher government spending or alterations to reimbursement 

policies (Morgan et al., 2018). 

3. International trade: Pharmaceutical pricing strategies may affect international trade 

agreements, with the potential to influence access to medicines in other nations (Kesselheim et 

al., 2015). 

 

Research and Development (R&D) Costs 

Pharmaceutical firms heavily invest in R&D to research and develop new medicines. Clinical 

trials, regulatory clearances, and research efforts are expensive. These expenditures have to be 

earned back through pricing when the drug comes to market. 

- *Influence*: It is generally true that high R&D expenditures mean high drug prices, since the 

companies are motivated to cover the costs incurred. 
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Market Demand and Therapeutic Value 

The value perceived for a drug in the treatment of a given condition has a strong influence on 

its price. Drugs with high therapeutic value, particularly for long-term conditions or life- 

threatening illnesses, can fetch higher prices. 

- *Influence*: Since the drug fulfills an unmet medical need or brings substantial improvement 

in patient results, drug makers can charge more as per its value proposition. 

 

Competition and Market Entry 

Availability of competitors, and particularly generic counterparts, has an important bearing on 

prices. While in markets there is little or no competition, firms can establish higher prices; in 

markets that have generic players, prices decrease. 

- *Influence*: Without competition, firms are in a position to charge higher prices, while after 

the introduction of generics or biosimilars, the price goes down by virtue of marketplace 

pressure. 

 

Regulatory and Pricing Policies 

Price controls or price regulation are set by governments or regulatory authorities in many 

countries or are affected indirectly through reimbursement policies. Pharmaceutical prices are 

controlled to keep drugs within the reach of the population in most countries. 

- *Influence*: Reimbursement systems and price controls can restrict the amount a firm can 

charge for a drug, affecting the pricing strategy, particularly in public healthcare systems. 

 

Patent Protection and Exclusivity 

Patent protection gives a drug company the right to hold exclusive rights over a drug for a 

certain period, usually charging more money during this time. Once the patent has expired, 

generics or biosimilars can be marketed, and prices fall. 

- *Influence*: Patent protection gives companies the ability to set drugs at higher prices, as 

there is no competition. Once patents have ended, prices normally fall with generic 

competition. 

 

Public and Private Insurance Systems 

Insurance systems and their role in negotiating drug prices also impact pricing strategies. In 

countries with public health insurance (e.g., NHS in the UK), drug prices are often negotiated 

between the government and pharmaceutical companies. In private insurance markets, insurers 

may negotiate drug prices with manufacturers. 
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- *Influence*: Government insurance schemes tend to negotiate downwards on drug prices, 

whereas private insurers can charge more but might negotiate discounts or rebates. 

 

Health Economics and Cost-Effectiveness 

More and more, pricing is determined by health economic evaluation like cost-effectiveness 

analysis, in which the price of a medication is determined in relation to its cost per quality- 

adjusted life year (QALY) or similar measure. 

- *Influence*: This method tends to result in more expensive drugs that have significant health 

benefits and can justify premium pricing, especially for rare illnesses or those with few 

treatment options. 

 

Distribution and Marketing Costs 

Distribution and marketing expenses also determine the ultimate price of a drug. Firms account 

for the costs of introducing, promoting, and distributing drugs to healthcare professionals, 

patients, and pharmacies. 

- *Influence*: Marketing and distribution expenses, especially in highly competitive or niche 

markets, can drive up the price of a drug. Promotional activities for new drugs can also drive 

up initial prices. 

 

Socioeconomic Factors 

Socioeconomic factors in various parts of the world determine the price-setting approach. In 

the developed world with higher GDP and insurance, the prices of pharmaceuticals tend to be 

higher. In developing nations, prices could be lower in order to improve access. 

*Influence*: The firms can use price discrimination where they charge differently across 

different nations based on their earnings and the cost of healthcare. 

 

Key components of pharma pricing strategies 

- These are the major elements of pricing strategies in pharmaceutical marketing: Major 

Elements of Pricing Strategies 

1. Value Assessment: Assessing the value of a pharmaceutical product in terms of its efficacy, 

safety, and quality of life benefits (Kotler & Armstrong, 2010). 

2. Target Pricing: Establishing a target price following the value assessment, considering 

market conditions, competition, and customer willingness to pay (Nagle & Holden, 2002). 

3. Price Elasticity: Examining the sensitivity of demand to price variations, in order to identify 

the most appropriate price at which revenue and volume are harmonized (Kesselheim et al., 
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2015). 

4. Competitor Pricing: Observing competitor prices and adapting pricing tactics accordingly, 

in order to remain competitive and sustain market share (Scherer, 2010). 

5. Segmentation: Segregation of the market according to patient attributes, including 

demographics, severity of disease, and willingness to pay, in order to personalize pricing tactics 

(Danzon & Furukawa, 2011). 

6. Discounts and Rebates: Providing discounts and rebates to particular customer groups, e.g., 

patients, payers, or physicians, in order to boost sales and market share (Golec et al., 2010). 

7. Price Tiering: Using price tiering techniques, e.g., tiered pricing or value-based pricing, to 

set different prices depending on customer groups or product value (Philipson & Jena, 2012). 

8. Compliance with Regulations: Compliance with regulatory rules, including price 

transparency legislation and anti-kickback regulations, to mitigate legal and reputation risks 

(Morgan et al., 2018). 

9. Patient Access Programs: Offering patient access programs, including patient assistance 

programs or copay cards, in order to enhance access to medications by patients who are not 

able to afford them (Kesselheim et al., 2015). 

10. Monitoring and Adjustment: Ongoing monitoring of market conditions, customer 

requirements, and competitor behaviour, and modifying pricing policies accordingly, in order 

to remain competitive and maximize revenue (Nagle & Holden, 2002). 

 

New product pricing strategies in market 

New product price strategies are imperative for companies entering the market with new 

products since the pricing strategy can make them successful or not. Firms need to make careful 

considerations of several factors including market demand, competition, customer behaviour, 

and cost structures in selecting a price strategy. Following are typical new product price 

strategies. 

 

1. Penetration Pricing 

Penetration pricing consists of establishing an initial low price to get customers rapidly and 

win market share. The technique is meant to break into the marketplace and establish a 

customer base and then raise prices over time after the product is well established. 

 

Influence: It is sometimes applied when the market is highly competitive or when the firm 

wants to promptly accelerate the rate of adoption of the product. It assists in establishing brand 

identity and loyalty in the initial periods as well. 
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2. Skimming Pricing 

Skimming pricing is when an initial higher price is charged for a new product on account of its 

novelty or perceived value and eventually reduce the price with the passage of time. It is 

employed to "skim" as much revenue as possible from the premium-paying market segments 

before dropping the price to capture more price-conscious customers. 

 

Influence: Skimming is usually employed for high-tech products or high-end products, where 

early buyers are ready to pay a premium price for being exclusive. As time passes, the price 

decrease appeals to more people. 

 

3. Competitive Pricing 

Competitive pricing is charging the product's price at a level comparable with or slightly lower 

than competitors. This is frequently employed in marketplaces with a large number of similar 

products where differentiation is weak and consumers have easy access to alternatives. 

Influence: This pricing policy attracts customers through competitive prices but can lower 

profit margins. It is appropriate for companies that wish to be regarded as competitive and low- 

cost. 

 

4. Value-Based Pricing 

Value-based pricing is where the price is established on the value that the consumer perceives 

of the product, not the cost of production. This approach necessitates an intimate knowledge 

of customer needs, benefits, and the competitive environment. 

Influence: It is a great strategy for goods that provide some unique benefits or address particular 

customer issues. Price is justified through the value customers get, not the production cost. 

 

5. Psychological Pricing 

Psychological pricing exploits customers' perceptions of prices. It involves setting a product at 

$99.99 rather than $100 or employing odd/even pricing. It is based on the assumption that 

consumers will buy more when the price seems lower than it actually is (e.g., $9.99 rather than 

$10.00). 

Influence: This price tactic can work effectively to induce the perception of a "bargain" in 

consumers and build impulse purchasing. It's mostly applied to retail items and consumer 

products. 
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6. Price Bundling 

Price bundling refers to the practice of selling multiple products or services as a group for less 

than the combined cost if bought separately. Bundling is most prevalent with complementary 

products, such as suites of software programs or sets of products. 

Influence: Bundling can make a product offering seem more valuable and result in increased 

sales volume. It is effective when customers tend to buy more than one product, as it makes 

them purchase more but feel they are getting a bargain. 

 

7. Freemium Pricing 

Freemium pricing is widely practiced in the software and app sectors, where firms provide 

basic functionality for free and charge for premium features, upgrades, or added functionality. 

Influence: This pricing strategy is applicable to products that are dependent on user acquisition 

and usage. The aim is to monetize free users into paying users through attractive paid features 

that add value to the user experience. 

 

8. Economy Pricing: 

Economy pricing is the process of charging a low price in order to appeal to price-conscious 

consumers. This is usually practiced for products that have low production costs or for markets 

where cost leadership is the most important point of differentiation. 

Influence: Economy pricing aids the company in sustaining competitive advantage through 

cost containment and high volume sales. It works best in price-sensitive markets where 

customers demand plain, no-frills offerings. 

 

9. Dynamic Pricing 

Dynamic pricing is the practice of adjusting a product's price in real-time according to market 

demand, competition, time of day, or other variables. It is commonly applied in sectors like 

travel, entertainment, or e-commerce. Dynamic pricing. 

Influence: Dynamic pricing maximizes revenue by varying prices according to market 

conditions and the willingness of consumers to pay. It is best suited for companies that have 

fluctuating demand. 

 

10. Geographic Pricing 

Geographic pricing refers to charging different prices for a product depending on the 

geographic location of the customer. This may be to factor in shipping charges, regional 

demand, and local market conditions. 
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Influence: Geographic pricing enables firms to respond to market conditions in various 

locations so that they can be competitive and profitable in various regions. 

 

ADVANTAGES 

Pricing strategies are imperative in pharmaceutical marketing, and the benefits of their usage 

can be immense. Some of the benefits of good pricing strategies in pharmaceutical marketing 

are. 

 

Advantages of Pricing Strategies 

1. Maximization of Revenue: A properly developed pricing strategy can ensure pharmaceutical 

companies maximize their revenue and profitability (Kotler & Armstrong, 2010). 

2. Competitive Advantage: Pharmaceutical companies can differentiate themselves from 

others and gain a competitive advantage through effective pricing strategies (Porter, 1985). 

3. Increased Market Share: Pricing strategies can affect market share, and firms that use 

effective pricing strategies can expand their market share (Ailawadi et al., 2001). 

4. Better Patient Access: Pricing strategies may affect patient access to drugs, and firms that 

implement patient-oriented pricing strategies can better make their products accessible (WHO, 

2019). 

5. Better Brand Value: Pricing strategies may affect brand value, and firms that implement 

proper pricing strategies can make their brands more valuable (Keller, 1993). 

 

DISADVANTAGE 

Although pricing strategies are important in pharmaceutical marketing, they also have some 

drawbacks. Some of the drawbacks and challenges of pricing strategies in pharmaceutical 

marketing are as follows. 

 

Disadvantages of Pricing Strategies 

1. Price Sensitivity: Pharmaceutical products tend to be price-sensitive, and price changes even 

by a small margin can have a significant effect on demand (Kotler & Armstrong, 2010). 

2. Reimbursement and Access Problems: Prices can restrict patient access to drugs, especially 

in nations with constrained reimbursement schemes (WHO, 2019). 

3. Price Wars and Competition: Drug companies can resort to price wars, which can reduce 

revenues and profitability (Ailawadi et al., 2001). 

4. Regulatory Attention: Pharmaceutical pricing practices come under regulatory attention, and 

companies can be criticized or penalized for alleged price gouging (PhRMA, 2020). 
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5. Public Perception and Reputation: The pharmaceutical firms are likely to incur negative 

publicity and reputational losses if their prices are seen to be exploitative or unfair (Keller, 

1993). 

6. Limited Pricing Flexibility: The pharmaceutical firms could have limited price flexibility 

because of the costs associated with research and development, cost of production, and market 

situations (Porter, 1985). 

7. Complexity of International Pricing: Pharmaceutical firms have to deal with complicated 

international pricing rules and legislation, which is time-consuming and difficult (EFPIA, 

2020). 

 

Literature and survey 

An overview of pricing strategies through literature survey in pharmaceutical marketing shows 

that pricing is an important determinant for any product in the pharmaceutical market. There 

have been several pricing strategies that have formed subject matter for research by various 

scholars in the pharmaceutical industry. These pricing strategies focus on the delicate balance 

between innovation, cost, regulation, and competition. Following is a short overview of major 

pricing strategies in pharmaceutical marketing discussing pricing strategies, with reference to 

relevant literature. 

 

1. Cost-Plus Pricing 

Cost-plus pricing can be traced back to the simplest strategy of marking up costs of production 

within R&D by a certain percentage. The pharmaceutical industry uses this approach where 

expenditure incurs on R&D. Companies thus ensure that they are covering production and 

development costs. 

Benefits: Predictable, simple, cost recovery in pricing. 

Disadvantages: Fails to account for market demand and competitor prices, leading to an above- 

or-below-market price. 

 

2. Value-Based Pricing 

Value-based pricing is the strategy of pricing a pharmaceutical product according to the 

perceived value by the customer, which may be a healthcare provider, a patient, or an insurer. 

It is the intrinsic clinical benefit or therapeutic value rather than the cost of production that this 

price signifies. Value-based pricing is common for innovation or life-saving drugs. 

Advantages: The drug's full value is captured, especially important to high-value or novel 

therapies. 



www.wjpr.net     │     Vol 14, Issue 5, 2025.     │     ISO 9001: 2015 Certified Journal     │ 

 

 

 

 

Jaiswal.                                                                                 World Journal of Pharmaceutical Research 

  

1249 

Challenges: Determining value can be subjective and vary across different markets; therefore, 

the pricing models would be very complex. 

 

3. Penetration Pricing 

Penetration pricing means that the pharmaceutical company sets a low price for a new product 

at the onset to achieve market capture and attract customers. It is usually applied for generic 

drugs or new players trying to break into competitive markets. 

Advantages: Speedy acceptance of the product in the market, particularly when it comes to 

generic drugs or newly introduced participating companies. 

Challenges: May not be cost-effective in the long term if a price raise in the future is not 

possible. 

 

4. Skimming Pricing 

Skimming pricing is when a very high price is charged right at the onset of the introduction of 

a new innovative drug and gradually reduced over time. This is particularly prevalent in the 

case of specialty drugs or breakthrough innovations in which patients who adopt early are very 

willing to pay a higher amount for the drug. 

Advantages: This approach maximizes the initial profits from those first adopters of the market 

and those willing to pay higher amounts for unique products. 

Disadvantages: May restrict access because of high initial prices to larger patient populations 

and invite regulatory scrutiny. 

 

5. Price Discrimination 

Pharmaceutical companies often engage in price discrimination by charging different prices 

from different markets. For instance, developed countries like the US or Europe are charged 

higher prices while countries still developing pay lower prices depending on how able that 

market is to pay. 

Merits: Maximal profit generation by adjusting the pricing for various markets as per 

willingness to pay. 

Demerits: It would, however, raise ethical as well as regulatory barriers i.e. differential pricing 

for essential medicines. 

 

6. Reference Pricing 

Reference pricing means setting the price of a particular pharmaceutical product according to 

the price of similar health products in the market. This is commonly used when many similar 
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drugs such as generics are available for similar conditions. 

Advantages: Competitive prices and consumer choice; helps companies keep their competitive 

edge in crowded market conditions. 

Disadvantages: May lead to price wars and thin profit margins. 

 

7. Tiered Pricing 

Tiered pricing is when the price differs according to the segment of the market, region of the 

world, or ability of the consumer to pay. It is common to see it with vaccines depending on 

their rules about purchase from private individuals, healthcare providers, or governments. 

Merits: Medicine affordable for low-income markets while yielding profits in higher-income 

markets. 

Demerits: Complicated price structuring and global equity. 

 

8. Bundling Pricing 

Bundling pricing means selling a collection of drugs at a discounted offering price. 

Pharmaceutical companies usually undertake this practice during the launch of a series of 

relatively related drugs (such as a combination of treatment drugs) or during the offering of the 

services along with the drug products (such as diagnostic services in treatment). 

Pro: Encourages customers to buy in bulk, and loyalty is strengthened. 

Con: The price to be charged may decrease profit margins if it is set very low. 

 

SUMMARAY 

Pharmaceutical pricing strategies entail numerous methods that aim to generate the highest 

possible revenue, provide access, and be competitive in the market. Cost-plus pricing is one 

strategy, whereby a set margin is applied to the cost of production; value-based pricing, where 

attention is paid to the perceived worth of the medication to patients and healthcare 

professionals; and penetration pricing, where a quick market share is achieved through the use 

of a lower starting price. In addition, new, innovative pharmaceuticals use price skimming 

where they price goods high initially in order to regain research and development expenses and 

later reduce prices steadily. Market dynamics, such as competition and the elasticity of demand, 

as well as government intervention, control how much companies in the pharmaceuticals sector 

price their products. Proper pricing strategy should weigh the aim for profitability and ethics 

involved in patient affordability as well as access to care fairly (Pharmaceutical Pricing and 

Market Access, 2020). 
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Pricing strategies within pharmaceutical marketing are essential for firms to reconcile 

profitability with affordability and accessibility. Several pricing strategies are used, such as 

value-based pricing, which prices according to perceived value to the customer (Anderson & 

Narus, 1998), and cost-plus pricing, which places a markup on the cost of production (Kotler 

& Armstrong, 2010). Other approaches are break-even pricing, competition pricing, dynamic 

pricing, penetration pricing, and skimming pricing (Nagle & Holden, 2002; Scherer, 2010; 

Kumar, 2017). These approaches rely on market demand, competition, regulatory framework, 

and customer value (Kotler & Armstrong, 2010; Morgan et al., 2018). Successful pricing 

strategies may influence patient access to drugs, healthcare systems, and the profitability of the 

industry. 

 

Pricing strategies in the pharmaceutical sector are essential for achieving profitability, 

accessibility, and market demand balance, and are determined by factors like production cost, 

competition, regulatory policies, and drug differentiation. *Cost-plus pricing* is one of the 

simplest strategies, wherein the price is determined by adding a profit margin to the cost of 

production. Although it ensures paying for costs and making a profit, it doesn't necessarily 

equate to market value or demand for the medication. Sood et al. (2007) state that this method 

might not always correspond to what customers or healthcare professionals are willing to pay. 

By contrast, *value-based pricing* concerns the value a drug is seen to offer and prices 

accordingly the degree of good it does to patients or to doctors. Such practice is widely 

prevalent in cases of new drugs or life-extending drugs whose therapeutic value allows for 

higher charging (Sullivan et al., 2007). *Penetration pricing* is commonly applied when 

launching a new drug into the market, where the price is set low at first to capture customers 

and gain market share rapidly. 

 

The price can be raised over time after the product is well established in the market. Gopala 

krishnan (2015) adds that this tactic is commonly utilized for generic products or new entrants 

into the market. *Skimming price*, however, consists of having a high upfront price to get the 

early majority of adopters who are in a position to pay a high price for the medicine, where it 

is designed to lower prices as competition stiffens or becomes established. Such a strategy 

typically suits breakthroughs or very innovative medicines (Caves et al., 1991). *Premium 

pricing* applies to quality or differentiated drugs where the value perceived, reputation of the 

brand, and the fact that the drug is superior permit firms to charge more. 

 

This strategy usually focuses on specialty markets in which patients or clinicians are prepared 
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to pay more for sophisticated treatments. In general, pharmaceutical firms implement a mix of 

these pricing techniques, depending on market conditions, regulatory settings, and the drug's 

distinctiveness, to maximize revenue while allowing patients access to necessary drugs. 

 

CONCLUSION 

Pharmaceutical price setting is shaped by a sophisticated interplay of forces like R&D 

expenditure, competition, regulation, patent coverage, demand in the marketplace, and health 

economics. Each one of these elements is crucial to the determination of the price of medicines 

and subsequently has important implications on access to healthcare, cost, and sustainability. 

pricing strategies for the pharmaceutical sector are intricate and multi-faceted, being 

determined by many factors including costs of research and development, market demand, 

competition, and the regulatory environment. Value-based pricing is one strategy where prices 

are determined by the perceived value to the customer of the product (Nagle & Holden, 2002). 

Dynamic pricing is also utilized to vary prices in real-time with demand and supply fluctuations 

(Elmaghraby & Keskinocak, 2003). Additionally, competitive pricing is utilized to price 

according to competitors' prices (Kotler & Armstrong, 2010). Patient affordability and access 

are also of paramount importance in pricing strategies (WHO, 2019). In the future, greater 

transparency in pricing is anticipated, with governments and regulatory agencies encouraging 

greater transparency (CMS, 2020). Furthermore, value-based care is becoming increasingly 

prevalent, with value-based strategies now being adopted by pricing approaches (Porter, 2010). 

Lastly, personalized medicine is on the rise, and pricing strategies must transform to meet this 

new era (Trosman et al., 2018). 

 

Selecting an effective pricing strategy for a new product is paramount to market success. 

Companies have to take into account competition, demand from customers, cost, and brand 

positioning when making their choice. The right pricing strategy can assist in gaining market 

share, building customer loyalty, and generating profitability. Through the comprehension and 

utilization of different pricing strategies, companies can optimize their success in bringing new. 

The pricing strategies applied to pharmaceuticals are complex and, generally, situationally 

dependent upon the product characteristics, competitive environment, regulatory environment, 

and the targeted consumer groups. These strategies are sometimes combined to facilitate 

revenue maximization, market share, and patient access to life-saving medicines. 
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