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What is Most-Favored-Nation (MFN) Pricing?

On May 12, 2025, President Trump issued an Executive
Order establishing a framework for Most-Favored-Nation
(MFN) pricing for certain prescription drugs. The policy
seeks to lower U.S. drug costs by benchmarking prices
against those paid in comparable developed countries (The
White House, 2025). Reference countries include OECD
members with a GDP per capita of at least 60% of that of
the United States (Congressional Research Service, 2025)
— including Germany, Canada, France, Sweden, Italy,
Japan, and the United Kingdom.

MFN pricing represents one of the

most significant shifts in U.S. drug

policy in decades. While American

patients may pay less at the

pharmacy counter, the ripple

effects for patients in

lower-income countries — and

even OECD peers — remain deeply

uncertain.

— GAAPP Policy Brief, June 2026

How Are Drug Prices Determined?

Pharmaceutical drug prices reflect a complex interplay of factors that vary significantly by market:

R&D Costs — Developing a new medicine typically takes 10–15 years and requires substantial
investment—estimated to range from $161 million to $4.54 billion (in 2019 USD) depending on type of
drug. Manufacturers generally seek to recover these costs during periods of market exclusivity,
particularly in high-income markets (Schlander et al., 2021).

Regulatory and HTA Processes — Countries with Health Technology Assessment (HTA) bodies — such as
NICE (UK), CDA/INESSS (Canada), and IQWiG (Germany) — negotiate prices based on clinical evidence and
cost-effectiveness thresholds (OECD, 2018).

Market Exclusivity and Competition — Branded drugs are typically protected by patents for up to 20
years. Prices often decline as generic competitors enter the market, with list prices decreasing by more
than 50% after three generic competitors and by approximately 70% after four or more competitors
(Dickson & Kent, 2021).

Purchasing Power and Negotiating Leverage — Governments in high-income countries negotiate directly
with manufacturers; lower-income markets often pay list prices or face delayed launches (WHO, 2020).

The Access Gap: Who Pays What?

Drug prices vary by negotiating power, regulatory frameworks, and market strategy:

High-income countries (OECD): Governments often negotiate medicine prices through centralized
purchasing and health technology assessment (HTA). Access is generally timely, although reimbursement
decisions may delay the availability of some medicines (WHO, 2020).

Middle-income countries: Often face the worst of both worlds — they have more limited negotiating
power and developing HTA capacity, which can contribute to higher prices, delayed product launches, and
affordability challenges (OECD, 2018).

Low-income countries (LMICs): May access medicines through global health initiatives (e.g., GAVI, Global
Fund) but frequently experience delayed launches, medicine shortages, and limited therapeutic choice
(Lee et al., 2021).
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The Access Spectrum

HIGH-INCOME MIDDLE-INCOME LOW-INCOME

Negotiated prices Limited negotiating leverage Donor-supported access

HTA-guided reimbursement Delayed launches common Medicine shortages common

Strong regulatory infrastructure Developing HTA capacity
Limited regulatory and health
system infrastructure

Factors Contributing to Price Disparities

Key structural drivers of global drug price inequality include:

1 Parallel trade risk — Manufacturers set prices low in one country only if it cannot be re-exported into
higher-income markets (WHO, 2020).

2 Launch sequencing — Manufacturers often introduce new medicines in higher-price markets first
before launching in lower-price markets, in part because international reference pricing can influence
future prices (OECD, 2018).

3 Lack of price transparency — Confidential rebate agreements between manufacturers and payers can
obscure the actual price paid for medications across countries (OECD, 2018).

4 HTA capacity gaps — Countries with limited HTA capacity may face greater challenges in evaluating
medicines and negotiating prices effectively (WHO, 2020).

MFN Policy Timeline: Executive Order to Implementation
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What Patients Should Know

The United States

The intended impact of MFN is
that American citizens will pay
less for prescription drugs. Those
enrolled in Medicare or Medicaid
(approx. 40% of the US
population) may benefit if lower
government reimbursement
translates into reduced
out-of-pocket costs. Any
individual, regardless of
insurance status, can use
TrumpRx to purchase
medications at prices advertised
as up to 85% below list price
(Allergy & Asthma Network,
2025). Patients should compare
the TrumpRx cash price with
their insurance copayment to
determine the lowest-cost
option.

Low/Middle-Income Countries

Some experts have raised
concerns that manufacturers
could respond to MFN pricing by
increasing prices, delaying
product launches, or limiting
availability in lower-income
markets to protect global pricing
strategies (The Petrie-Flom
Center, 2025). Patient
organizations should monitor
these developments and
advocate for continued access to
essential medicines.

Higher-Income OECD Countries

Pharmaceutical manufacturers
may adjust pricing and launch
strategies in response to US MFN
policies. Some countries could
experience delayed access to
new medicines or changes in
pricing negotiations (Barros et al.,
2026). Advocacy organizations
should stay informed and work
with policymakers to protect
timely and affordable access.

Conclusion

Most-Favored-Nation pricing represents a significant shift in U.S. drug pricing policy with
implications that extend far beyond the United States. While the policy aims to improve
affordability for American patients, its broader effects on global medicine access,
pharmaceutical innovation, and healthcare systems remain uncertain and highly debated.
Ongoing monitoring and collaboration among patients, healthcare professionals, policymakers,
patient advocacy groups and industry will be essential to ensure that lower drug prices in the
U.S. do not come at the expense of timely access to medicines or future medical innovation.

About GAAPP
Global Allergy & Airways Patient Platform is an umbrella organization founded in 2009 to bring a collective patient

voice to the global conversation in atopic, allergy, and airway diseases. Today, the organization comprises more

than 200 patient organizations that work to raise awareness and advocate for global policy to ensure access to

care for the more than 1 billion patients living with these conditions.
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