





Table 3. Number of times more expensive: patient prices
in the public sector compared to international reference
prices

Originator
brand

Lowest priced
generic

Minimum 3.11 1.52
No. of medicines 12 18

Public sector availability

There were 26 outlets (hospital pharmacies, dispensaries) surveyed
in the public sector. Table 4 shows the availability of the 34 surveyed
medicines in this sector. As in the case of public procurement data,
only lovastatin was not listed in the Philippine National Drug
Formulary.

Table 4. Availability of surveyed medicines (n=34) in the
public sector (26 outlets)

Originator
brand

Lowest priced
generic

Private sector prices

Prices for medicines in private retail pharmacies in the Philippines
are often extremely high both for generics and originator brands
(Figure 2). For example, doxycycline, and older anti-infective
agent, was priced at 184 times the international reference price
for the originator brand. These excessive medicine prices were
often found for products that are no longer under patent and
generally available at much lower prices on international market.
The median MPR for the originator brand medicines was 17.28
while that of the lowest priced generic equivalent was 5.64 (Table
5). Looking at the MPR range, the originator brands ranged from
3.33 to 184.09 while that of the cheapest generics were 2.32 to
26.10. As seen in the public sector, patients are buying medicines
from the private sector at many times their international reference
price.

Figure 2. Examples of excessive prices as MPRs in
private pharmacies, MPR>10

Table 5. Number of times more expensive: patient prices
in the private sector compared to international reference
prices

Lowest priced
generic

Originator
brand

Minimum 3.33 2.32
No. of medicines 29 23

Private sector availability

Overall availability of surveyed medicines was higher in private
retail pharmacies, although hydrochlorothiazide and isoniazid
were not available at all.

Table 6. Availability of surveyed medicines (n=34), in the
private sector (51 outlets)

Originator
brand

Lowest priced
generic
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Brand premiums in the private sector

In the private sector, 22 medicines were found both as originator
brand and lowest priced generic (in at least four pharmacies).
For these matched pairs, the median MPR for originator brand
and generic medicines was 17.64 and 6.28 respectively. However
strong price competition, i.e. generic price <30% of the originator
brand price, was found only for chloramphenicol and doxycycline
products.
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Figure 3. Brand premiums: lowest generic price as a
percentage of originator brand price
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Price components

Price components and mark-up data were gathered from various
secondary sources. Difficulties were encountered in collecting
data from primary sources for specific medicines. Therefore,
a  hypothetical case was developed using the minimum and
maximum figures collected from secondary sources. Cumulative
mark-ups ranged from 87% to 273%. An import duty of 3.84%,
national corporate taxes of 3-5%, and 12% VAT are applicable.
The maximum figures collected for each stage are shown in Figure
4 as they contribute to the final price.

Manufacturer
price (CF),
26.8%

VAT 10.7%

Finance/bankiing
fees, 0.4%

Quality control
testing fee, 0.2%

Import tariff/duty,
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Retail mark-up

29.8% National
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Figure 4. Maximum potential price components

Conclusions
Availability and access to medicines

* Most people, particularly those with no health insurance, have
to pay out-of-pocket for medicines.

* Even if they are eligible for free treatment, due to the chronic
shortages of essential medicines in public sector facilities, they
still have to pay for medicines (in the private sector).

* Standard treatments with surveyed medicines generally cost
more than 2 days' wages and some medicines for chronic
conditions were very expensive and clearly unaffordable for a
low-paid unskilled government worker.

Public sector

* In the hospital surveyed, procurement of both generic medicines
and originator brands was inefficient as procurement prices
were many times higher than international reference prices.

* Originator brand products were much more frequently
purchased than generics.

 Although public sector patient prices were slightly lower than
private pharmacy prices, the benefit to patients was largely
negated by low availability of medicines in public health
facilities.

Private sector

* Overall medicine prices in the Philippines were very high in
comparison with international reference prices, for originator
brands and lowest priced generics.

* Originator brands were about 3 times the price of lowest priced
generics.

* Availability was higher for originator brands than generics
(probably due to the promotion of originator brands).

* Margins are moderately high but their cumulative application,
given the often high manufacturers price, makes medicines
unaffordable to many.

¢ Taxes, including VAT, contribute significantly to the final price
of medicines.
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Policy recommendations

Dissemination of survey results

The results of the study should be disseminated to broaden the
stakeholder base and start the advocacy process.

Among the groups that should be made aware of the results
of the study are: legislators interested in access to medicine
issues, civil society groups involved in advocacy for affordable
medicines, other government agencies involved in policy and
programme development on essential medicines, consumer
groups and the general public.

Agencies procuring medicines at the international, national
and local levels, and agencies monitoring or auditing the
procurement prices of medicines, should use the evidence for
programming or decision- making purposes.

Advocate for the utilization of survey results

The methodology and survey data should be reconciled with
the current price monitoring scheme for essential medicines
conducted by the Department of Health.

Other medicine pricing methodologies may be used by other
institutions, so a common ground is needed when undertaking
future studies.

Regular surveying is proposed, to be implemented nationwide
with data disaggregation at the regional level. The survey should
include medicines that the health system defines essential for
the population’s needs.

The results of the survey should be used to advocate for policy
and programme initiatives to lower the prices of medicines.

The finding should inform legislative initiatives currently being
discussed at the national legislature.

Consumers and consumer groups should use the results to
increase consumer awareness on the issue of high prices, low

availability and poor affordability.

Policy Recommendations

The National Drug Policy group in the Philippines needs to
consolidate the findings of various medicine price surveys, and
institute regular surveying in the country.

The results of such surveys should be disseminated widely
including the National Price Coordinating Council so that
medicine prices and availability issues are discussed not only in
the health sector but among the other agencies concerned with
trade and welfare issues.

The discourse on fair pricing, equity issues in access to medicines
and the rights-based approach to development programmes
should establish medicine prices as a human rights issue and
therefore an integral part of one’s basic right to have access to
basic health services.

Procurement of high priced originator brands in the public
sector requires further investigation, followed by appropriate
action (e.g. pooled procurement, competitive tender with
price transparency), to improve the efficiency of the public
procurement system.

New policies are needed to encourage the use of generic
medicines, and to reduce their price in both sectors. This may
require direct importation of generic medicines from outside

the Philippines.

Tax exemptions for medicines and regulated mark-ups should
be explored as possible policy options for reducing medicine
prices.
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Further information

Dennis B. Batangan M.D.,M.Sc.(CHDC)
Institute of Philippine Culture
Ateneo de Manila University
Loyola Heights, Quezon City
Philippines
Telephone: +632 527-7741
Facsimile: +632 527-5972
Email: dbatangan@yahoo.com

The full survey report and data can be found at
htep://www.haiweb.org/medicineprices/surveys






