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Key messages

With the European population ageing rapidly, 
health care budgets are under sustained, 
significant pressure. This pressure is only amplified 
by a worsening macroeconomic climate.

As a result of this pressure, health care payers 
across the continent are increasingly reporting 
that even if an intervention is cost-effective, it 
may not be affordable within existing budget 
constraints.

Affordability can by definition only be improved 
either by reducing costs or improving the ability 
to pay. However, options related to both of these 
options appear to be extremely limited in the 
European context. 

This report offers a new perspective on 
pharmaceutical spending. While it is primarily an 
investment in better health outcomes for patients, 
pharmaceutical expenditures can also create 
efficiencies and cost offsets – net savings – over 
time and across budgets. The key challenge is 
for all stakeholders involved to take this broader 
perspective of time and budget into consideration. 

Only by taking a broader perspective of time will 
sufficient resources be dedicated to investments 
in health care that pay off over time. 

And only by taking a broader perspective on 
budgets will we be able to solve the ‘wrong 
pocket’ problem where the primary payer does 
not receive the primary reward. 

In practice, this can be realised with the existing 
funding through:
• Long-term horizon scanning of net  

pharmaceutical costs and multi-year 
budgeting

• Including the societal value perspective in 
Health Technology Assessment (HTA)

• Innovative reimbursement agreements for 
pharmaceuticals

• Integrated (pharmaceutical) budgeting

A further avenue to explore is whether new 
sources of funding can be found to tap into. 
Social Impact Bonds for identified health care 
priorities are one such new funding source 
showing promising results.
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AFFORDABILITY - THE CHALLENGE

By 2040 it is estimated that OECD countries 
will have to dedicate more than 19% of  
total government spending on health care in order 
to meet the future needs of ageing populations.1 
Expenditure on pharmaceuticals is also growing, 
in line with total growth of the health care budget.

At the same time, there is significant downward 
pressure on government spending in general 
due to economic performance. GDP growth has 

slowed after consistent average growth of 2.2% 
between 2013 and 2019. OECD member average 
annual growth is predicted to be just 1.2% until 
2040.2

As a result, pricing and reimbursement authorities 
and payers increasingly struggle to make 
treatments available, despite proven clinical value 
and an attractive value story: the affordability 
challenge.

“We can no longer guarantee that  
health care will be accessible to all at all times”

Chairman of the board of CZ  
(third largest health care insurer in The Netherlands), November 20223 

Chapter 1

European health care budgets are under pressure due to a 
rapidly aging population and a worsening macroeconomic 
climate

Improvements in health outcomes

Increase in GDP per capita

Increase in productivity

Increase in ratio 
working age people to 

dependent people

Increase in  
per-person 

income

 
Increase  

in health care  
funding
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Figure 1
Health as an investment8 

The immediate response to these challenges 
in some major European markets has been to 
introduce overall cost-containment measures 
targeted at innovative pharmaceuticals. Recent 
examples of this include the Voluntary Scheme 
for Branded Medicines Pricing and Access 
(VPAS) in the United Kingdom and the Act 
for the Financial Stabilization of the German 
Statutory Health Insurance System (GKV-FinStG) 
in Germany.4,5 

Nonetheless, the affordability challenge is 
starting to negatively affect actual patient 
access: 7 of the 24 advanced therapeutical 
medical products (ATMPs) approved in Europe 
have been pulled from the market.6 In one 
recent example, an ATMP was launched in the 
US market but withdrawn from the European 
market after failing to agree on a price tag at a 
~35% discount to the US price.7 

Forgoing investments in improving 
health outcomes may compound 
the affordability challenge, as a 
healthy population is a prerequisite 
for economic growth and further 
health care funding

In times of slow or negative growth it is tempting 
for governments to delay or cancel investments 
across the economy, including in health care. 
However, it is important to remember that a healthy 
population – one that maximises the productivity 
of every individual – is a prerequisite for economic 
growth. A positive feedback loop exists where 
improvements in health outcomes are at least 
partially funded by taxation on the increased 
productivity that health care improvements bring 
about. Therefore, it is important to view health 
– and the ways in which good health can be 
promoted – as an investment.
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New approaches, innovations, and interventions 
in care over the last few decades have helped 
keep people healthy, or enabled them to return 
to the workforce faster.

As a result, productivity loss due to cancer 
decreased by 21% between 1995 and 2018, and 
on average the healthy life expectancy at birth 
has increased by 2.6 years in the 10 years up to 
2020.9,10

61.4

2011 2022

64.0

+2.6 
years

Figure 2
Healthy life years expectancy at birth (EU-27)10

Cost Offsets Example 

Biologics for  
Rheumatoid Arthritis

Rheumatoid Arthritis (RA) is a chronic, 
destructive autoimmune disease for 
which 32% of patients did not have 
access to effective treatments before 
disease-modifying antirheumatic drug 
biologics (bDMARDs)  entered the market 
and provided these patients with a new 
treatment option.11

Biologics significantly reduce absenteeism 
and presenteeism (decreased ability to 
be productive while at work). A double-
blind placebo-controlled trial showed a 
~70% decrease from the baseline in terms 
of number of days missed from work 
after 12 months, as compared to a mere 
~2% decrease for the placebo. Similarly, 
presenteeism was down 70% compared to 
~30% for the placebo.12

This is a significant reduction, as indirect 
costs such as from absenteeism and 
presenteeism, are estimated to account for 
39-86% of total RA costs. These costs are 
harder to quantify and occur later in time, 
but are key to understand the full economic 
impact of RA and hence to understand the 
full added value of biologics to treat RA.13

10 11



AFFORDABILITY - THE DILEMMA
Chapter 2

By definition, affordability can only be improved by 
reducing costs or by increasing the ability to pay

The extent to which something is affordable is 
measured by cost relative to the amount the 
purchaser is able to pay. 

There are two levers available to policymakers 
and purchasers to improve affordability:
1. Reduce cost
2. Increase the ability to pay

LEVERS TO 
IMPROVE 

AFFORDABILITY

There are  
two levers  

for improving  
affordability.

Improve 
affordability :

Increase 
ability to pay

Reduce 
costs

/

THE 
AFFORDABILITY 

DEFINITION

Affordability is the  
extent to which  

something is affordable, 
as measured by its costs 

relative to the amount  
that the purchaser  

is able to pay.

Affordable =
CostsAbility to pay

≥
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1. Pharmaceutical expenditures are primarily 
a necessary investment in better health 
outcomes

Reducing pharmaceutical expenditures may 
negatively affect future improvements in 
health outcomes. It is estimated that, if no 
new drugs had been launched after 1981, 
the number of years of life lost before the 
age of 70 (due to premature mortality) 
in 2013 would have been 2.45 times 
as high as it actually was, based on an 
analysis of 66 diseases in 27 countries.14   

2. The sustainability of the economic model 
for developing innovative therapies is 
already under pressure

A long-running study into the forecast 
internal rate of return on investments for 
large-cap biopharma companies shows 
expected returns are falling. Projected return 
on investment in pharma R&D in 2022 has 
fallen to 1.2 per cent, the lowest ROI seen 
in the 13 years since the research began.15 
The effects of this pressure is already visible 
in Europe: just three new Phase 1 trials for 
cell and gene therapies were started in the 

first six months of 2022 and Europe is the 
only region with more Phase 2 or Phase 3 
trials than Phase 1 trials.16 Ultimately such 
reductions in R&D may mean that it takes 
longer to improve outcomes for patients as 
future medicine development in Europe is 
delayed or put off entirely.  

3. The share of pharmaceutical expenditure 
as a proportion of total health care 
expenditure has not increased

Despite significant changes in the 
composition of pharmaceutical expenditure, 
type of medicines used, complexity of 
molecules and number of patients treated, 
pharmaceutical spending as a share of 
total health care spending has in Europe 
stayed mostly stable since 2000 at around 
15%. In several countries overall health 
care expenditure is growing faster than 
pharmaceutical expenditure.17 

The stable aggregate notwithstanding, 
specific budget holders (e.g. for oncology 
products) have experienced a growth in the 
share of pharmaceutical spending. 

Lever 1: Reducing cost

1

Despite the recent popularity of policy measures that reduce pharmaceutical costs (e.g., clawbacks, 
rebates, windfall taxes, or even de-listing pharmaceuticals from the reimbursement list, etc.), 
sustainable options for reducing costs related to pharmaceutical interventions are limited due to three 
main factors:

Figure 2
Affordability concept
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Lever 2: Increasing the ability to pay

2

1. Increasing health spending without 
changing other government spending so 
overall government spending rises

Slow economic growth means there is little 
chance of an increase in overall government 
revenue which could fund increased 
spending on pharmaceuticals.

2. Keeping overall government spending 
constant but increasing the allocation to 
health within government budgets

Health spending is competing with other 
public expenditures such as education, 
defense, and welfare. The opportunity costs 
of prioritizing health has likely risen, given 
the war in Ukraine, soaring energy costs and 
inflationary pressures. As a result, it is unlikely 
that we see a signficant re-prioritization of 
health care spending within government 
budgets. 

3. Reassessing boundaries between public 
and private spending

With their principle of universal health care, 
it is unlikely that there is political appetite to 
fundamentally change the European social 
model and shift the financial burden to the 
private sector. 

4. Realising efficiency gains by cutting wasteful 
spending

It is likely that significant health care  
resources are expanded on care that does 
not deliver better outcomes.19

The challenge is to identify such wasteful 
spending ex-ante: the solution may lie in 
taking a broader perspective.

The OECD offers four potential policy options to increase the ability to pay for rising health care costs. 
The feasibility of all four of these options seems low, as the OECD acknowledges that ‘in the current 
economic climate, the policy options remain limited’:18
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Cost Offsets Example 

COVID-19 vaccines

Vaccinations against COVID-19 prevented 
up to 20 million deaths from the virus.20 Full 
vaccination costs around €40 per person, 
with an estimated cost of vaccinating around 
40% of the world’s population of around 
€50 billion.21

The cost offsets generated by COVID-19 
vaccination in terms of health care were 
estimated at €9 trillion. This represents 
the expected cost of dealing with severe 
complications in unvaccinated patients. 
Beyond health care, it is estimated that the 
productivity enabled by the vaccination 
programme led to €1 trillion in extra tax 
revenue.22

The challenge for health care systems was 
to pay the high upfront costs of providing 
vaccination when cost offsets are mainly 
realized outside the pharmaceuticals 
budget. This led to varying timelines 
between, for example, the US, UK, and EU 
in making vaccine purchase commitments.23

For other types of vaccinations (e.g. HPV) 
the funding challenge is compounded 
as the added value to society is not as 
immediately apparent as for COVID-19.

14 15



AFFORDABILITY - A BROADER PERSPECTIVE
Chapter 3

Pharmaceutical expenditures create cost offsets –  
net savings – over time and across budgets

Pharmaceutical expenditures are generally 
assessed through the lens of improving the 
health and quality of life for patients. However, 
pharmaceutical expenditures can also create 
cost offsets: savings or increased productivity 
for the health care system or even society 
as a whole. In that regard, pharmaceutical 
expenditures can at least in part be seen as 
investments. 

The current health care models – siloed, and 
with a focus on meeting annual budgets – result 
in discussions on pharmaceutical affordability 

that are primarily focused on the short-term 
and solely on the pharmaceutical budget. As a 
consequence, decision-making on affordability 
most commonly does not sufficiently take into 
consideration long-term and cross-budget 
effects. 

This approach risks missing the 
forest for the trees. Accounting for 
the full cost offsets of pharmaceutical 
spending requires looking beyond the  
short-term and beyond siloed pharmaceutical 
budgets.24 
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• In the short-term, cost offsets and 
efficiencies can for example be realized 
by faster hospital dismissals through 
improved medication/treatment, forgoing 
additional costs of having to stay in hospital  
longer

• In the medium term, cost offsets may be 
realized by a reduction in readmissions to 
the hospital or reductions in the the need for 
(informal) care at home

• In the long-term, cost offsets arise when 
people are returning to full health and can 
go back to work again. Improved labour 
productivity reduces absenteeism and 
presenteeism, directly contributing to  
the economic prosperity of a country

It is important to note that all these cost offsets 
are primarily of benefit to the patient and future 
patients, as they free up much needed capacity 
in a health care system constrained by a lack of 
nurses, doctors, and beds. 

Figure 4
Cost offsets across time and budget dimensions

COST OFFSETS

Examples Faster dismissals 
from care location

Reduced need to 
revisit care location

Medium term

Health care 
spending

Long  term

Beyond 
health care

Increased ability to 
go back to work

Most commonly reflected 
in decision-making

Time
dimension

Budget
dimension

Short-term

Pharmaceutical 
spending
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Time

€

Costs

Ability to pay

Affordable Unaffordable

1 3

2

Figure 5
Affordability across time

Conceptually: For something to 
be affordable, the ability to pay 
for need to be higher than the 
costs for the goods/services at 
each given moment

When over time costs rise  
above the ability to pay, the 
goods/services become 
unaffordable

1
2

3

A short-term focus on cost 
reduction may reduce total 
costs for a while

The net result may in fact be 
that goods/services become 
unaffordable even sooner than 
without the short-term cost 
intervention 

1

2

2

3

3

However, the short-term savings 
can result in higher costs in the 
medium/long-term

To improve affordability in  
the long-term, it may be more 
opportune to increase costs 
in the short-term through 
investments

Overall affordability improves,  
if the upfront investment can  
be financed

1

Investments now (capital  
expenditures) pay off in the longer 
term, lowering costs (operational 
expenditures) in the future

Pharmaceutical spending 
can generate costs offsets 
over time. The challenge 
is to enable upfront capital 
investment

Affordability is not static: changes over time in 
costs and ability to pay impact affordability. For 
pharmaceuticals in particular, affordability is 
threatened by rising costs (as drug use increases 
due to aging populations and improved 
treatment options) without a concurrent rise in 
the ability to pay. To manage affordability, it is 
vital to consider the effects of expenditures over 
time, so that the true value of the expenditure is 
taken into account.

Affordability WITHOUT 
consideration of time

Short-sighted cost reduction strategies for 
pharmaceuticals will decrease costs for the 
system in the short-term, but may increase 
future costs. For instance, when cost reductions 
hamper the use of pharmaceuticals that:
• are preventive or curative
• reduce complications
• slow or stop disease progression
• reduce the need to visit the hospital for 

treatment, administration, or monitoring

When the negative effects of short-term cost 
reduction strategies on the long-term are not 
taken into account, too much short-term cost 
reduction will take place. In the worst case, 
this will instead lead to higher costs for the 
system in the medium/long-term, amplifying the 
affordability challenge.

 
Affordability WITH  
consideration of time

By including the time dimension in 
pharmaceutical spending decisions, costs can 
be conceptually separated into investments 
(capital expenditures/CAPEX) and ‘day-to-day’ 
expenses (operational expenditures/OPEX).

Capital expenditures increase costs in the short-
term, but this spending is in fact an investment 
that can create cost offsets over the medium/
long-term by reducing future operational 
expenditures. Costs rise slower over time, 
improving overall affordability and sustainability 
for the long-term. As a second-order effect, 
ability to pay may increase, through the positive 
feedback loop of investment in health and ability 
to pay for health care (see Figure 1).

When the time dimension is taken into 
consideration, the challenge becomes how to 
finance the initial investments as these may 
go above the ability to pay threshold. Here, 
considering a second dimension can offer a 
solution: looking across budgets.

Broadening the Perspective | Affordability - A Broader PerspectiveBroadening the Perspective | Affordability - A Broader Perspective

Time

€

Costs

Ability to pay

Affordable Unaffordable

1

2

3

Time

€ Ability to pay

Affordable Affordable

3

1
Unaffordable

Costs

Required 
investment

2
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Cost Offsets Example 

Direct Acting Antivirals against Hepatitis C

Direct Acting Antivirals (DAAs) against  
Hepatitis C offer viral eradication in more than 
98% of all patients infected with Hepatitis 
C Virus (HCV). They prevent around 19,000 
patients each year across the EU from 
developing advanced liver disease and prevent 
the deaths of around 850 people by cirrhosis or 
liver cancer.25 The median originator price per 
treatment is €24,000 - €44,000 compared to 
€1,000 - €2,000 for the standard of care26.

The cost offsets generated by these treatments 
include savings made in other health care 
costs, which has in one instance been found to 
amount to a net saving per patient of €11,000 
when compared to costs incurred with patients 
who do not receive the DAA treatment.27 A study 

in four European countries showed that the 
investment required to expand access to DAAs 
has a payback period of 6.5 years in England, 
5.4 years in Italy, 6.7 years in Romania, and 4.5 
years in Spain – all just in medical cost offsets 
for avoided treatments (e.g., hepatocellular 
carcinoma, decompensated cirrhosis and liver 
transplantations).28

The challenge for health care systems is to pay 
the upfront investment cost of providing access 
to DAA treatment for all patients with HCV, while 
the cost offsets are realized gradually and are 
spread across different health care budgets 
and the wider economy. This challenge remains 
unsolved in countries such as Italy, where access 
to DAAs is restricted.
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Cost Offsets Example 

Haemophilia B gene therapy

Even the most expensive drugs can generate cost 
savings for the overall health care system. In the 
US, the gene therapy Hemgenix (Etranacogene 
Dezaparvovec) for Haemophilia B has a list price 
of $3.5 million. However, without gene therapy, 
patients with moderate to severe hemophilia 
B can cost health care systems more than $20 
million over their lifetimes.29

The independent Institute for Clinical and 
Economic Review (ICER)* concluded that 
Hemgenix could have clinical effectiveness for 
up to 23 years based on their durability models, 

and calculated that even in a shared savings 
model – in which 50% of lifetime health care cost 
offsets from a new treatment are assigned to the 
health care system instead of being assigned 
entirely to the new treatment – Hemgenix would 
be cost effective at the lowest Willingness to Pay 
threshold ($50,000 per QALY gained) at a price 
of more than $5 million.30

*  ICER is an independent non-profit research organization that evaluates medical 
evidence and convenes public deliberative bodies to help stakeholders interpret and 
apply evidence to improve patient outcomes and control costs.

20 21



Pharmaceutical spending 
can generate costs offsets 
across budgets. The 
challenge is to avoid the 
‘wrong pocket’ problem

Pharmaceutical spending does not take place 
in isolation. Spending on pharmaceuticals 
influences spending on health care more 
broadly and even impacts costs and ability to 
pay for countries as a whole.

Affordability WITHOUT  
cross-budget perspective

Pharmaceutical expenditure can generate cost 
offsets for other budget holders. For example, a 
treatment which helps a patient avoid a visit to a 
hospital or a treatment that reduces a debilitating 
symptom resulting in increased labour productivity. 

When budgets are managed in siloes this creates 
a “wrong pocket” problem: a situation in which the 
entity which bears the cost of providing a product 
or service does not receive the primary benefit. 
This results in underinvestment in that product or 
service, as well as a reduction in the overall benefit 
to society which would be generated through its 
provision.

Affordability WITH  
cross-budget perspective

If a cross-budget perspective is applied, cost 
offsets in one budget caused by spending in 
another can be used (through shared savings) 
to increase the ability to pay in the other budget. 

Budget holders are only incentivized to identify 
and realise these cost offsets when considering 
both budgets together, as this enables the 
budget holders to see the combined benefits 
and costs..
 
These cross-budget effects can be very 
significant compared to the pharmaceutical 
expenditure. A recent Swiss study showed that 
~85% of drug expenditures in 2018 on drugs 
registered during the period 1990–2011 may 
have been offset by the reduction in expenditure 
on inpatient curative and rehabilitative care.31

Cost Offsets Example 

Anticoagulants for  
Atrial Fibrillation

The single-payer in England, the National 
Health Services (NHS), conducted a cost-
benefit assessment into antithrombotic 
therapy for atrial fibrillation (AF). It estimated 
that, over a lifetime, 0.30 strokes are averted, 
0.79 QALYs are gained and net savings of 
more that £2,400 are generated for the NHS 
per person with AF treated with warfarin (an 
anticoagulant). 

If all patients for whom the guidelines 
recommend anticoagulants were to receive 
them, the NHS would save approximately 
£124 million a year, relative to current 
patterns of care, and an additional ~£28 
million would be saved on social care  
costs.32

Affordability without cross-budget perspective

Affordability with cross-budget perspective
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Shared savings

Costs Ability 
to pay

5 4

Costs Ability 
to pay

5 4

Costs Costs
offset

Ability 
to pay

UNAffordable

BUDGET B

10 9

Potential offset – only if  
costs are made in budget A

2

1
1

Costs Costs
offset

Ability 
to pay

10 9

Lower costs  
in budget B

Data for illustrative purposes only 

BUDGET A

AFfordable

BUDGET B

AFfordable

UNAffordable

BUDGET A

1

Figure 6
Affordability across budgets
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AFFORDABILITY – POTENTIAL SOLUTIONS
Chapter 4

Making it happen: a long-term, cross-budget perspective

This report has identified five specific policy 
solutions that improve pharmaceutical 
affordability through application of a long-term, 
cross-budget perspective:

Broadening the Perspective | Affordability – Potential Solutions

based on a long-term 
perspective on  

cost offsets

based on a cross-
budget perspective 

on cost offsets

Improve 
ability 
to pay

Existing
Improve

cost 
assessment

New

Cost Offsets Example 

HPV vaccination

Almost all cases of cervical cancer are caused by an infection from human papillomavirus (HPV). 
Since 2006, several vaccines against HPV are available, providing the opportunity to prevent most 
cases of cervical cancer. The total costs for two courses of vaccination are estimated at well below 
€200, whereas the cost of cervical cancer treatment is over €20,000.33 Consequently, vaccination 
of girls has been consistently predicted to be cost-effective for reducing the HPV-related disease 
burden.34 

Long-term horizon scanning of net pharmaceutical costs and multi-year budgeting1

Including the societal value perspective in HTA2

Innovative reimbursement agreements for pharmaceuticals3

Integrated pharmaceutical budgeting4

Social Impact Bonds for health care priorities5

FUNDING SOURCESAFFORDABILITY DRIVERSBUDGET 
DIMENSION

TIME 
DIMENSION

Figure 7
Potential solutions
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Long-term horizon scanning of net  
pharmaceutical costs and multi-year budgeting1

Example 
While several European countries have horizon scanning mechanisms, most of these fail 
in terms of using horizon scanning data for long-term planning (including for budgets) 
and looking at costs holistically. The Olso Medicine Initiative from the WHO (World Health 
Organization) is a new platform that aims to improve dialogue and build transparency  
and trust between private and public parties to address some of the shortcomings in 
current horizon scanning mechanisms.35

The aim of long-term horizon scanning of net 
pharmaceutical costs is to improve the quality 
of information available to payers to help them 
make a more efficient assessment of a potential 
intervention and take multi-year budget 
implications into consideration. 

Broadening traditional horizon scanning 
methods to include assessments of the total 
impact on pharmaceutical budgets over time, 
across products and including loss of exclusivity, 
as well as cost offsets generated by individual 
pharmaceutical products, ensures a more 
comprehensive understanding of the total value 
generated by an intervention.

Cost-offset dimension: Time  
Affordability driver: Improve cost assessment 
Funding source: Existing 
Key actor(s): Government, Payers

Key enabler:
• Long-term horizon scanning can only be 

successful when combined with a platform 
for early-dialogue between pharmaceutical 
companies and payers/policy makers

Key barrier: 
• The pressure on payers to meet their 

short-term annual budgets, and on politicians 
to focus on the electoral cycle

Including the societal value perspective  
in Health Technology Assessment2

Example
The Swedish HTA body (SBU Sweden – Swedish Agency For Health Technology 
Assessment And Assessment Of Social Services) applies a societal perspective in HTA to 
show the total costs and effects for society at large, not just for a particular sector.36

Most national health care economic evaluation 
guidelines stipulate that Health Technology 
Assessments (HTAs) should be conducted 
from a narrow ‘payers perspective’.  Including 
the societal value perspective in HTA 
decisions, through broader ‘accounting’ that 
takes into consideration societal cost offsets 
(e.g. productivity gains through secondary  
prevention or informal care costs) , helps ensure 
resources are allocated more efficiently. 

Cost-offset dimension: Budget 
Affordability driver: Improve cost assessment
Funding source: Existing
Key actor(s): Government, Payers

Key enabler:
• Multi-sector alignment on HTA guidelines 

and the sharing of best practices can help 
to promote the use of the societal value 
perspective in HTAs

Key barrier: 
• Lack of political guidelines and approved 

approaches to assess future societal savings 
in a sufficiently robust way

Broadening the Perspective | Affordability – Potential Solutions Broadening the Perspective | Affordability – Potential Solutions26 27



Innovative reimbursement  
agreements for pharmaceuticals3

Example
In the UK, the National Health Services made a ‘Netflix’-style deal with Vertex for unlimited 
patient access to existing and future cystic fibrosis (CF) therapies.37 The advantages of 
such a ‘Netflix’ model for the payer is that there is a greater degree of clarity upfront what 
the total impact of the access agreement will have on the broader pharmaceutical budget. 
At the same time the pharmaceutical company gets upfront clarity on the income it will 
receive to recuperate their R&D investment.

Innovative agreements between payers and 
pharmaceutical companies, such as multi-year 
and multi-indication agreements or subscription, 
installment or shared savings purchase models, 
can increase the ability of payers to deal with 
high upfront costs for investments. 

To be able to agree on innovative reimbursement 
agreements, pharmaceutical companies may 
need to invest in collecting different or additional 
evidence whilst HTA bodies may need different 
or additional capabilities to be able to evaluate 
innovative agreements

Cost-offset dimension: Time, Budget 
Affordability driver: Improve ability to pay, 
Improve cost assessment
Funding source: Existing
Key actor(s): Pharmaceutical companies, 
Payers

Key enabler:
• A flexible ‘sandbox’ environment to test 

and model innovative access agreements 
and facilitate the discussion with HTAs and 
payers on what kind of deal might best suit 
the particular access situation 

Key barrier: 
• The multi-stakeholder process to agree 

on an innovative reimbursement model is 
time-consuming and requires trust, mutual 
respect, and collaboration

Integrated (pharmaceutical) budgeting4

Example
Belgium has an integrated budget for inpatient and outpatient pharmaceuticals, whereas 
the Netherlands has created two separate budget silos. This latter approach impedes a 
complete analysis of overall pharmaceutical cost dynamics.38

By merging siloed (pharmaceutical) budgets, 
governments and payers can allow for optimal 
distribution of costs as external effects between 
budgets (i.e. cost offsets) can be fully internalized. 
This may even go beyond different health care 
budgets so that finance/treasury departments 
have visibility on overall cost offsets from 
pharmaceutical budgets.

Similarly, regional budgets (such as in Sweden) 
could be merged to increase the budget’s 
resilience, for instance to cope with regional 
high costs for certain genetic diseases.

Cost-offset dimension: Budget 
Affordability driver: Improve ability to pay
Funding source: Existing
Key actor(s): Government, Payers

Key enabler:
• Accurately measuring cross-pharmaceutical  

cost offsets increases transparency on 
the broader benefits that expenditure on 
pharmaceuticals can bring

Key barrier: 
• Siloes are often introduced to make budgets 

manageable. Integrating these budgets will 
require adapted governance procedures 
to still be able to manage the integrated 
budget effectively 
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Social Impact Bonds for  
identified health care priorities5

Example
In Sweden, the Healthmovement project is a Diabetes Type 2 prevention program financed 
by an insurance company. If a participant develops Type 2 diabetes, the insurer covers 
part of the cost of treatment, but if the participant is found to have reduced their risk of 
diabetes, the insurer receives a return. The payer is expected to receive a 100% return on 
investment as people will either need less expensive care because they remain healthy or 
the costs for treatment are shared with the insurance company.39

Social Impact Bonds are public-private 
partnerships that fund effective social or health 
care services through performance-based 
contracts. Impact investors (e.g., banks, impact 
funds, or even retail investors) provide the 
capital to fund the intervention of a social or 
health care provider. Part of the societal savings 
realized through the provision of the intervention 
can be used to repay the investors, creating a 
quadruple win for the patient, the investor, the 
service provider, and society.

In health care settings, the payor will reimburse 
investors if health care expenditures are lower 
than they would otherwise have been without 
the intervention, resulting in net lower costs 
overall.

Cost-offset dimension: Time, Budget 
Affordability driver: Improve ability to pay
Funding source: New
Key actor(s): Health care providers,  
(Private) investors, Payers

Key enabler:
• Social Impact Bonds are a relatively new 

phenomenon. Guidelines on how to set-up 
successful projects and showcase examples 
to make the added value clear to all 
stakeholders are needed to catalyze use

Key barrier: 
• Social Impact Bonds currently still have high 

transaction cost, due to the large number of 
different stakeholders, difficulty of measuring 
outcomes – especially the cost offsets – and 
the novelty of the approach

Broadening the Perspective | Affordability – Potential Solutions

CONCLUSION

To safeguard the affordability of pharmaceuticals 
in Europe, a new perspective is needed. Without 
it, we run the risk that our health systems can 
no longer guarantee timely access to the best 
treatments. The current narrow focus on reducing 
costs is unlikely to turn the tide and could 
inadvertently lead to poorer health outcomes as 
patient access is delayed.
 
Instead, taking a broader perspective will help 
to identify opportunities where pharmaceutical 
spending generates cost offsets and thus 
contributes to keeping health systems affordable.
 
These offsets only become apparent when looking 
over a longer period of time and across multiple 
budgets. When pharmaceutical spending reduces 
health care costs later and allows employees to 
return to work sooner, society as a whole benefits.

Applying such a long-term, cross-budget 
perspective to spending decisions allows for 
a better assessment of net costs and relevant 
budgets, which creates opportunities for improving 
pharmaceutical affordability.
 
As illustrated by the examples and potential 
solutions in this report, it is possible to optimise  
upfront investment decisions by adopting a long-
term and cross-budget perspective regarding cost 
offsets.
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AF  Atrial fibrillation

ATMP  Advanced therapy medicinal product

bDMARD  Biological disease-modifying antirheumatic drug

CAPEX  Capital expenditure

CF  Cystic fibrosis

COVID-19  Corona Virus Disease 2019 caused by SARS-CoV-2

DAA   Direct-acting antiviral

EFPIA  European Federation of Pharmaceutical Industry Associations

EU   European Union

GDP  Gross Domestic Product

GKV-FinSt Gesetzlichen Krankenversicherung Finanzstabilisierungsgesetz, Germany

HCV  Hepatitis C virus

HPV  Human papillomavirus

HTA  Health Technology Assessment

ICER  Institute for Clinical and Economic Review, US

NHS  National Health Service, United Kingdom

OECD   Organisation for Economic Co-operation and Development

OPEX  Operational expenditure 

QALY  Quality-adjusted life year

RA  Rheumatoid arthritis

R&D  Research & Development

ROI  Return on investment

SBU  Swedish Agency For Health Technology Assessment And Assessment Of Social Services 

VPAS Voluntary Scheme for Branded Medicines Pricing and Access, United Kingdom

WHO World Health Organization
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