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Background

Public Sector

e Serves 38 million people

* Mainly essential drugs supplied

« 70% (volume) of medicine sales

* Medicine budget — R3billion

* Income based user fees — free to
special groups

* < 50% of pharmacists work in the
public sector serving 80% of
population

 GDP spend on health: R122.4-
billion (49.2%) in the public sector
(2011 National Treasury Fiscal
Review)

Private Sector

* Essentially insured population —7
million

e All registered drugs available

 30% (volume) of medicine sales

 Medicine budget — R13billion

* High premiums — unaffordable

* Most pharmacists work in the
private sector serving 20% of
population

 GDP spend on health: R120.8-
billion (48.5%) in the private
sector (2011 National Treasury
Fiscal Review)



Public Sector

A three-tier system involving national, provincial
and local government;

Based on EMLs and STGs
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Selection

 Medicines are included based on quality, safety,
effectiveness and cost.

* Process.
— Request for submissions — Provinces.

— Conditions are reviewed against available ABC
analyses.

— STGs are reviewed.

— New medicines report is compiled.
— Chapters are sent out for comment.
— Editorial process.



EML Process

1996 to 1999

Primary focus was:
— equity
— the establishment of a universal
package of care and

— removal of irrational medicines.

Evidence based medicine
(EBM) was introduced.

Cost

— Introduction of therapeutic
class — increased competition.

— Multi source pharmaceutical
products or generics

— Prices were published in
formularies and “code lists”.

— ARVs.

2000 onward

Peer review by academia,
societies, provinces and
institutions.

Standardised format for
medicines review.

EBM approach strengthened.
Governance systems.

Cost
— Price.

— Greater use of
pharmacoeconomics.

— Improved alignment between
the tender and the EDL



Constantly Reviewing....

Number of Medicines per EML
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Pricing: Tender negotiation

Pooled procurement — All 9 Provinces

Good prices are driven by
— Economies of scale — volume.

— Competition — generic specifications & recently
therapeutic classes

Tenders are split into dosage forms
Split tenders found to work better

Awarded tenders can be viewed at:
http://www.health.gov.za/mpc.php



National Drug Policy 1996 — Private
Sector Pharmaceutical Policy Reforms

Generic substitution policy — offer \
Establishment of pricing committee v

Single exit price for medicines v

Fixed fee for wholesalers — comments - complex
Fixed fee for pharmacists \

Transparent pricing system \

No volume discounts, rebates or bonuses (18A) \
International benchmarking — Comment notice
Reference pricing

Pharmacoeconomics Guidelines



Generics
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Establishment of a Pricing Committee

* Minister appoints members

— Membership — DTI, Finance, Competition
Commission, Pharmacists, Law, Consumer,
Academics. No industry representation.

e Recommendations to Minister

e Secretariat - Pricing Unit in the Department of
Health

* Provide for a transparent pricing system in the
private sector



Policy: Single exit price for medicines

SEP Adjustments over time
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Billions (rands)

Total Healthcare benefits paid 2004-
2013: 2013 prices
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Other Policies

Dispensing Fee -
implemented in 2007

— Some constitutional
challenges

— Negotiation with
stakeholders

— Four tier fee structure
implemented — based on
model that defines cost and
expenditure input for
pharmacists — systematic
review of model required or
move to facilitating
negotiation forum?

* Transparency to patient

Guideline for
Pharmacoeconomic
Evaluations

Evidence based approach
— Comparative effectiveness
— Comparative safety

— Direct and indirect costs

This method rewards true
innovation — widely used in
many countries.

Guideline implemented —in
voluntary phase for private
sector — used as guide for
public sector too



Guidelines for
Pharmacoeconomic
Evaluations in South

Africa
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Towards Universal Health Care

Progress: Medical Schemes looking at EMLs as
guide and trying to the same evidence based
approach

RP (ERP) — an option for assessing medicine
orices in country (affordability)

Pharmacoeconomic evaluations — new medicines
—value for money

Chronic Patients — managed by non-state actors —
strict guidelines for referral and management



Thank you!

Department of Health South Africa: http://www.health.gov.za/

South African Medicine Price Registry: http://www.mpr.gov.za/



