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1.

 W H A T  I S  T H E  I S S U E C a n  p h a r m a c e u t i c a l  c o m p a n i e s  c h a r g e  v a s t l y  d i f f e r e n t  p r i c e s  f o r  t h e  s a m e  p r o d u c t  i ndifferent countries, taking into account differences in ability to pay?

To answer this question, we need to address the following challenges:

•  H o w  c a n  w e  s e c u r e  c o n t i n u e d  i n c e n t i v e s  f o r  r i s k y  a n d  e x p e n s i v e  i n v e s t m e n t sto develop new drugs for challenging diseases, such as AIDS, while enablingbroad access to state of the art treatment (including drugs).

•  W i l l  g o v e r n m e n t s  a l l o w  f o r  p r i c e  d i f f e r e n t i a t i o n  w i t h o u t  e n g a g i n g  i n  n e wopportunities for drug budget cuts through price referencing or parallel trade?

•  W i l l  a u t h o r i t i e s  b e  w i l l i n g  a n d  a b l e  t o  c o n t r o l  a n  e m e r g i n g  b l a c k  m a r k e t  f o rpharmaceuticals

•  W h e n  a l l o w i n g  f o r  t i e r e d  p r i c i n g ,  h o w  t o  d e f i n e  t h e  t i e r s ?   H o w  t o  m o d i f y  t i e r sover time?2.

 W H Y  I S  T H I S  A N  I S S U E  F O R  P H A R M A C E U T I C A L S W h a t  i s  t h e  c o s t  o f  a n  a i r p l a n e  i n  a n  A f r i c a n  c o u n t r y  v s .

 t h e  c o s t  i n  G e r m a n y  o r  S p a i n ?

W h a t  i s  t h e  c o s t  o f  a d v a n c e d  m e d i c a l  e q u i p m e n t  i n  T h a i l a n d  

v s .  i t s  c o s t  i n  t h e  U n i t e d

States?  For most products, global price differences are not likely to be huge,particularly when they are developed and manufactured on a global scale.  For theseproducts it is generally accepted that companies would have to incur financial losses if
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• Require long payback period (dependent on patents)
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Monetary Union.  However the price levels of pharmaceuticals have not seen the
benefits of economic growth.4.

 CURRENT SITUATION

The global environment for pharmaceuticals is extremely complex due to the large
degree and variability in government interference on pricing and reimbursement.
Pricing and reimbursement control systems, although vastly different from country to
country, usually contain a number of the following elements:• G e n e r i c  r e f e r e n c i n g  o r  s u b s t i t u t i o n • Therapeutic referencing i.e. A-II’s versus 

Cozaar• P r o f i t  c o n t r o l s  i . e .  P P R S  i n  U K ,  m a r g i n  c o n t r o l s  i n  T u r k e y ,  P a k i s t a n • International ReferencingFor the purpose of this discussion, I will only focus on various forms of International
Referencing and both government encouraged and illegal parallel trade.

4.1 Formal Price ReferencingIn many countries, price comparisons with a number of other countries are performed
as part of the price approval process.  For example in Canada, the price of any new
product cannot exceed the median of the prices for the US, France, Germany, Italy,
Sweden, Switzerland and the UK.  When a company sets a higher price, it is forced
through public hearings to adjust its price.  In Denmark and Italy, prices cannot exceed
the European average price.  Countries such as Spain and Greece simply demand the
lowest price in Europe.  In Saudi Arabia, price is referenced to a list of 40 countries all
over the world. Taiwan has a similar rule for 10 countries. A large number of countries
are also limiting price at the level of the country of product origin. For the purpose of
this discussion, I will only focus on International Referencing, which is taking place in
various forms.
The chart below provides a graphic overview of the formal international referencing
rules.  Each line represents a comparison from one country to another for price control
purposes.  As you can see there are an overwhelming number of these, a factor that
cannot be ignored by the pharmaceutical companies when making local pricing
decisions.  It is of particular importance to note that most of these referencing laws
were instated in the last 5 years; also they are increasingly global in nature and not
restricted to Europe.
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and its ability to recoup its investment and make a reasonable profit.  The ability to
recoup its investment is heavily driven by its confidence that a reasonable price can be
charged.  It is therefore critical that a workable solution is found that addresses both
urgent need for affordable treatment (including drugs) while addressing legitimate
industry concerns on price referencing.

Sadly, it is the pressure to provide access to new AIDS drugs at low prices, together
with the tremendous complex of national price control mechanisms, that may very well
shy companies away from developing much needed new drugs in the battle against a
highly complex and combative virus that is closely affecting the lives of many among
us.  I assume that consumer groups are considering the impact that any short-term wins
may have on the long-term ability to battle diseases that threaten human lives.

6. REACHING RESOLUTIOUs.5 -21csiin the battlTD 




