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The price of medicines, their availability and affordability, are major determinants of access to treatment. Health expenditure of the world’s poor is largely devoted to buying medicines so the price of essential medicines really does matter – not only to patients, but to governments who are charged with the responsibility to provide healthcare for their citizens.
The prices of medicines are well above their production costs, and the profits of those in the distribution chain (pharmacists, dispensing doctors, wholesalers and even some governments) are frequently high, so there is an opportunity to bring prices down and so improve access to treatment. Effective pricing policies are needed to solve issues of poor affordability and low availability. The success of pricing policies relies on evidence, investigations to establish causality, effective policy implementation and enforcement, and regular monitoring of prices, availability and affordability. 
Survey methodology developed to measure prices

While medicine prices have been monitored and reported in a number of countries, with various objectives and varying success, the absence of a standard methodology was a stumbling block in reliable price measurement for a comparison of prices within and between countries and over time. Reliable data is the foundation for effective pricing policy development, and advocacy to promote more equitable access to medicines.
At the World Health Assembly in 2003, the World Health Organization (WHO) and Health Action International (HAI) launched “Medicine Prices: A New Approach to Measurement”. At last, a reliable methodology, pilot tested in 9 
countries, was available to define the price problem and refocus attention on prices as a barrier to treatment. 

A price survey will answer the following questions:
· What price do people pay for key medicines?
· Do the prices and availability of the same medicines vary in different sectors?
· What is the difference in price between originator brands and lowest priced generically 
       equivalent medicines?
· How do procurement prices compare with international reference prices and with local 

       retail prices?
· What taxes and duties are levied on medicines and what is the level of various mark-ups, which 
       contribute to their final prices?
· How affordable are medicines for most people?

Over 40 price surveys
 (mostly national) have been undertaken since the manual was published. 
TREATMENTS ARE UNAFFORDABLE
Affordable treatments are a vital prerequisite for ensuring access to essential medicines. The following two charts (acute and chronic conditions) illustrate the dire situation for people in a number of countries when purchasing medicines from private retail pharmacies. In Figure 1, a month’s treatment with ranitidine tablets for a peptic ulcer, purchased by the lowest paid unskilled government worker, is unaffordable in all but West Bengal, India - for generics as well as the originator brand. In Figure 2, the affordability of fluoxetine treatment is startling. As shown, Armenians need to work over 50 days for a month’s treatment – a totally unacceptable situation, when there are no public sector facilities in Armenia. Treatment with fluoxetine purchased in the private sector is beyond the reach of people in all six countries (and others - see the HAI web site for more data). Clearly, research into the causes of such poor affordability and policy intervention to correct the situation is urgently needed.
Fig 1: Affordability, ranitidine tabs 150mg x 2 per day for peptic ulcer treatment (30 days supply)
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Fig 2: Affordability, fluoxetine caps 20mg x 2 per day for depression (30 days supply)
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Figure 3 shows the affordability of antimalarial treatment in the private sector in Kenya. At the time of the survey (Sept 2004) sulphadoxine-pyrimethamine was first line therapy and needed less than 1 day’s wage to purchase 3 tabs. ACT (artemether-lumafantrine) was clearly unaffordable in the private sector (and not available in the public sector).  In December 2004 it was agreed that ACTs would be first line treatment except in pregnancy, and supplies of Coartem are expected in public sector facilities by mid-2006. It will be supplied free of charge.  Availability will be crucial as the medicine is clearly not affordable in the private sector.
Fig 3: Kenya: affordability of antimalarial treatment, purchased from private pharmacies
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Diseases don’t just affect one person in a family. Figure 4 shows the affordability of treatment for a family where one parent is a diabetic (treatment with glibenclamide), another has a peptic ulcer (ranitidine) and their asthmatic child needs treatment for a respiratory infection (salbutamol inhaler plus co-trimoxazole). The analysis is based on the purchase of the lowest priced generic equivalent of each medicine from a private retail pharmacy. In all 6 countries, over 1 day’s wages are required to buy the medicines so treatment for this family is unaffordable.

Fig 4: Affordability for a family purchasing lowest priced generics from private retail pharmacies
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MEDICINE PRICES ARE TOO HIGH 

Private sector

People are paying high prices for medicines as illustrated in the following two charts.  In Figure 5, the price of originator brand atenolol 50mg tablets is over 40 times the international reference price
 in all the countries except India (where it is still high at 5 times the reference price). Even the lowest priced generic is very expensive in all the countries. The originator brand, Tenormin®, shows marked price variation.
The chart shows some huge brand premiums e.g. in Uganda the originator brand is approximately 13 times the generic. High brand premiums are problematic if cheaper generics are not widely available, or the originator brand is sold to maximise pharmacy profits, or the medicine is patented and faces no competition, or doctors prescribe by originator brand name and generic substitution is not permitted. 
Fig 5: Median Price Ratios, atenolol 50mg tabs, purchased from private retail pharmacies
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Figure 6 shows the extremely high patient prices of ciprofloxacin 500mg tabs in the private sector. In all the countries the prices of the generics and originator brand are unacceptably high, with both over 80 times the reference price in Morocco and Kuwait. Interestingly, the lowest priced generic was found to be more expensive than the originator brand in West Bengal - although both exceeded 4 times the reference price. In Kuwait, the reason for the small difference between the originator brand and generic price, both of which are considered excessive, demands explanation by the government.
Fig 6: Median Price Ratios, ciprofloxacin 500mg tabs, purchased from private retail pharmacies
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Public sector

Some governments are purchasing expensive originator brand medicines that have been off patent for years (and hence cheaper generics exist). For example, in China/Shandong Province, Malaysia and Kuwait the survey data showed that no generics of carbamazepine were procured for the public sector. The originator brands purchased were high priced (MPRs 3.2 - 9). In Morocco and Kazakhstan both generics and the more expensive originator brand was procured by the government. Governments should not purchase expensive originator brands where quality-assured cheaper generics are available.

Some governments are charging patients for medicines well over the procurement price. For example, people in Chad purchasing glibenclamide from public sector facilities pay over 3 times the procurement price paid by the government. In Indonesia, epileptics pay nearly 10 times the government procurement price for phenytoin. While nominal charges are often needed to fund the distribution of medicines, there can be no justification for governments profiteering from sick people. Financing hospitals or other health facilities (or worse still, non-health related activities) must not rely on the sale or taxation of essential medicines. 

MEDICINES ARE RARELY AVAILABLE

In many countries medicines are supplied free of charge to all or to specific categories of patients. This is praiseworthy provided the medicines are available. Sadly for the sick and poor, this is rarely the case. 

Asthma is a common chronic disease in developing and less developed countries. As shown in Table 1, salbutamol inhaler was not found in any of the public sector facilities sampled in Uganda (where medicines in the public sector are free) or Mali, and in Indonesia only 13% of the facilities sampled stocked salbutamol inhalers (originator brand only). Therefore, asthmatic patients are forced to purchase an inhaler from the private sector where it is clearly unaffordable in all three countries (days worked to purchase 1 inhaler ranged from 2 to nearly 6 days).
Table 1: Availability of salbutamol inhaler (public sector) and affordability (private sector)
	
	National
Essential Medicines List
	Availability

Public sector facilities
	Affordability

Private Retail Pharmacies

	
	
	Originator
	Generic
	Originator
	Generic

	Uganda
	yes
	0%
	0%
	5.6 days
	2.0 days

	Mali
	yes
	0%
	0%
	4.2 days
	2.7 days

	Indonesia
	no
	13%
	0 %
	4.1 days
	


Beclometasone inhaler is also an important medicine in asthma treatment. As can be seen in Table 2, the 0.05mg/dose strength is rarely available in these countries – either the originator brand or generics. 
Table 2: Percentage availability of beclometasone 0.05mg/dose inhaler
	
	National Essential Medicines List
	Public sector
	Private sector

	
	
	Originator
	Generic
	Originator
	Generic

	Chad
	yes
	4 %
	0 %
	18 %
	0 %

	India: Maharashtra
	yes
	0 %
	0 %
	0 %
	10 %

	Mongolia
	yes
	0 %
	0 %
	0 %
	4 %

	Philippines
	yes
	15 %
	0 %
	9 %
	1 %

	Tajikistan
	yes
	0 %
	0 %
	5 %
	0 %

	Indonesia
	no
	0 %
	0 %
	2 %
	0 %


COMPONENT COSTS ARE TOO HIGH
The price of the same product can vary significantly across countries (as shown in Figures 5 and 6) and across sectors within a country. The price is the sum of the manufacturer’s selling price and all the add-on costs (components) in the distribution system e.g. import tariffs, wholesale and retail markups, sales and VAT taxes. In some countries, such as India, Mongolia and Lebanon, the manufacturer’s price is the major determinant of the final patient price. In others, it can be all of the add-on costs. 
In some countries, governments are applying numerous taxes on essential medicines. For example, in Peru a 12% import tax and 18% VAT are applied. In Tajikistan, removing taxes and duties would reduce the add-on costs from 82% to 38%.
In Malaysia, medicines are free to patients in the public sector. In the private sector, price components vary. In the case of atenolol, retail mark-ups (stage 4) are the largest add-ons costs for both generic and originator brand - and both are excessive (see Table 3). The originator brand has the lower cumulative mark-up (79% compared to 149% for the generic) and the patient price of the originator is 3 times that of the generic (72 Malaysian Ringgits compared to 24 for the generic). For atenolol, the manufacturer’s selling price plus insurance and freight (stage 1) is having a significant effect on the final price of the originator brand (see Figure 7).
Table3: Malaysia: percentage mark-ups and actual prices, private sector, atenolol 50mg (60 tabs)
	
	Generic atenolol
	Originator atenolol

	Stage
	% 
mark-up
	Value of charges (RM)
	Cost (RM)
	% 
mark-up
	Value of charges (RM
	Cost (RM)

	Stage 1 Manufacturer’s selling price, insurance & freight (CIF)
	
	
	9.62
	
	
	40.05

	Stage 2 Customs & port clearing
	17.87%
	1.72
	11.34
	20.37%
	8.16
	48.21

	Stage 3 Distributor/wholesale mark-up
	5.82%
	0.66
	12.00
	19.12%
	9.22
	57.43

	Stage 4 Retail mark-up
	100%
	12.00
	24.00
	25.37%
	14.57
	72.00

	Stage 5 Other charges e.g. VAT, GST, dispensing fee
	N/A
	
	24.00
	N/A
	
	72.00

	Final % mark-up and price
	149.48%
	14.38
	24.00
	79.77%
	31.95
	72.00


Fig 7: Malaysia: private sector final price breakdown, atenolol 50mg (60 tabs)
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For generic omeprazole 20mg caps (30 caps), the pharmacy mark-up is the largest component cost (140%) constituting 59% of the final patient price (77 RM). For the originator brand, the pharmacy mark-up is lower (38%), constituting 20% of the final price (237 RM – much higher than the generic).
Price data from the dispensing doctor sector in Malaysia is equally revealing. They often procure directly from the manufacturer (no wholesaler) and, for atenolol, sell to patients at prices higher than that charged by retail pharmacies, that is, 94 RM for originator brand and 32 RM for the generic. Their profits were higher than the pharmacists and also excessive: 146% for generic atenolol, 76% for the originator.  For omeprazole, the dispensing doctor mark-ups were 316% for the generic and 50% for the originator.
While these health professionals need to make a living, it’s time to put patients before profits. The services they provide need to be de-linked from profits from medicine sales.
To improve the price, availability and affordability of medicines
Governments should:

· exempt essential medicines from all duties and taxes (national and local);
· ensure that procurement agencies responsible for supplying essential medicines to the public health sector purchase generic medicines;
· where patents are an obstacle to access, use compulsory licensing and government use rules under local patent law as confirmed in the WTO Doha Declaration on TRIPS and Public Health;
· in countries with generic manufacturers who produce and export medicines in large quantities, governments should ensure that their patent laws include flexibilities for local manufacturers to produce and supply generic medicines for export even if the medicine is under patent in their own country, in line with WTO/TRIPS rules;
· in countries where little local manufacturing capacity exists facilitate, through legislation, the importation and distribution of low priced generics;
· implement policies on generic substitution where brand premiums exist, and avoid the purchase of originator brands if cheaper generic equivalent products are available; educate prescribers, dispensers and consumers about generic medicines to encourage acceptance and use 
· stimulate competition or enforce price regulations to ensure that generic products are available at prices close to international prices;

· ensure that medicines are available in the public sector at the lowest possible prices, and address any major disparity between government procurement prices and government facility prices. Profits from sales of medicines should not fund government services.
· investigate, regulate and monitor the prescribing and pricing practices of dispensing doctors, to remove dispensing income incentives which will adversely affect prescribing;

· extend current, or establish innovative, funding mechanisms to cover unaffordable treatments (especially for chronic conditions) and to improve the availability of medicines; 
· establish an authority to continuously monitor prices, availability, affordability and components, with transparent publication to their citizens, and to act when prices are high, availability low and treatment affordability poor;
The World Health Organization should:

· continue to support Member States to undertake price surveys using the WHO/HAI methodology and improve price transparency by making the results publicly accessible;
· continue to provide information on medicine prices and other data relevant for the development of pharmaceutical policy at the global, regional and national levels;
· investigate pricing policies and implementation practices and their impact on the price and availability of medicines;
· provide evidence-based policy advice to Member States and encourage national policy-makers to implement and enforce policies to control prices and improve availability. In particular, assist countries to reduce the price of generics, and increase their availability and use;
· encourage Member States to continuously monitor the prices, availability, affordability and price components of medicines, publish the data, and act, where necessary, to improve access to essential medicines; 
· facilitate collaboration among Member States in such areas as price negotiation, imports and exports of essential medicines, reducing regulatory barriers, developing appropriate national policies on intellectual property and international trade agreements that prioritise public health needs.
Affordability is based on the number of days wages needed to pay for treatment by the lowest paid unskilled government worker. Over 1 day’s wages is considered unaffordable. In many countries, a high proportion of the population earns far less than this baseline wage;


How are they to afford treatment?
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The price, availability and affordability of medicines are major determinants of access to treatment. Surveys undertaken using the WHO/HAI price measurement methodology have exposed:





Treatments can be unaffordable – as much as 50 days wages for 30 days supply





Medicines can be priced at over 80 times an international reference price





Some governments 





purchase expensive originator brands  of medicines that have been off-patent for years





charge patients for medicines well over the procurement price





apply numerous taxes to medicines 





In many countries the availability of medicines in the public sector is extremely low





Often the manufacturer’s price is the major determinant of the final medicine price, but sometimes the add-on costs in the supply chain can double the price





Mark-ups applied by pharmacists and dispensing doctors can be excessive























Survey data and information on undertaking a survey is available on the HAI web site:


                          


        www.haiweb.org/medicineprices





Median Price Ratio (MPR) - the median price across the facilities surveyed compared to the reference price (converted to local currency). MPR 78 (Uganda) means the local price for the originator brand is 78 times the international reference price. 





MPRs that represent acceptable local prices:


Public sector procurement prices: MPR ≤ 1


Public sector patient prices: MPR ≤ 1.5


Private retail pharmacy patient prices: MPR ≤ 2.5


Above these values, local prices can be 


considered excessive





HAI and members of the public interest NGO community call on Member States and the WHA Secretariat to commit to a full discussion of medicine price, availability and affordability issues leading to a new WHA resolution in 2007.
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WHO/HAI survey tool is a systematic survey of patient prices (and public sector procurement prices) for a selection of important medicines from a sample of registered pharmacies in the public, private or other sector (e.g. NGO) in four regions of a country. For each medicine, data is collected for the originator brand and the lowest priced generic equivalent (price and availability on the day of the survey). The prices are then compared with a set of international reference price benchmarks (see below). Affordability is assessed as the number of days the lowest paid unskilled government worker needs to work to pay for a course of treatment.  All the component costs (‘add-ons’) in the distribution chain from manufacturer to patient are also collected (taxes, mark-ups etc.) and their impact on the final patient price assessed.

















� The data on which this report is based was collected in 2005 (India/Maharashtra, Tajikistan); 2004 (Chad, China/Shandong  Province, India/Chennai, India/Karnataka, India/West Bengal, Indonesia, Jordan,, Kenya, Kuwait, Lebanon, Malaysia, Mali, Mongolia, Morocco, Uganda); 2002 (Peru, Philippines); and 2001 (Armenia).


� The reference source is the Management Sciences for Health (MSH) International Drug Price Indicator Guide. The reference price is based on recent procurement prices offered predominantly by non-profit suppliers to developing countries for bulk purchases. They are therefore generally low and represent efficient bulk procurement. In this paper, MSH 2003 prices are used as the reference.
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