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Some preliminary remarks

» A updating a of previous literature search have been
carried out to prepare this presentation

» The literature on reference pricing offers, as a main results
for this presentation:

— Three literature reviews (Health Policy -2000- Cochrane
Collaboration Review -2006- and Pharmacoeconomics 2011 )

— Two articles — Health Policy 2007 — with evaluation on reference
pricing in two countries and one article with theoretical approach —
Journal of Health Economics 2007.

» Often confused with External Price Referencing




Definition

«  Reference Pricing (RP) is a financing mechanism that establishes
a maximum level of reimbursement for a group of drugs assumed
to be therapeutically equivalent. The share of the price above the
reference price is borne by the consumer.

. In spite of is not a price control instrument, it has a lot of influence
in the price (specially, in countries where the price of medicines is
not directly regulate -Germany, Denmark-)
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4270 panish Heal

Especiaidad | 8242016 OMEPRAZOL ABDRUGIA0 MG 14 CAPSLILAS) 542 543 it
Especiaidad 5242351 OMEPRAZOL ABDRUGI0 MG 28 CAPSLILAS) 1097 1098 Aqthomles are
Especialidad | B5EB077 OMEPRAZOL ABDRUG0 MG 28 CAPSLILAS) 10.63 willingness to pay
Especiasidad | 6306406 OMEPRAZOL ABDRUG0 MG 500 CAPSULAS) 22702
Especialidad | 8807653 OMEPRAZOL ACYFABRIK(20 MG 14 CAPSLILAS) 42 for Omeprazol 40
Especiaidad | 9805839 OMEPRAZOL ACYFABRIK[20 MG 28 CAPSULAS) 843 MG 28 Tablets.
Especiaidad | 6253947 OMEPRAZOL AFGA(20 MG 500 CAPSULAS) 10231
Especialidad | 6580829 OMEPRAZOL AGEN(40 MG 14 CAPSUILAS) 548
Especiaidad | £590836 OMEPRAZOL AGEN[40 MG 25 CAPSLILAS) 10,27 I
Especiaidad | 6025482 OMEPRAZOL AGEN(40 MG 500 CAPSULAS) 1315
Especialidad | 8801381  OMEPRAZOL ALTER(20 MG 14 CAPSULAS] 3 312 i
Especisidad | 8001466 OMEPRAZOL ALTER(20 MG 28 CAPSULAS) 45 549 Different RP for
Especiaidad | 39333193 OMEPRAZOL ANGENERICO[20 MG 14 CAPSULAS) 3 ERH] i
Especiaidad | 5939209 OMEPRAZOL ANGENERICO[20 MG 28 CAPSULAS) 45 543 different prOd ucts
Especiasidad | 3100834  OMEPRAZOL APHARI(20 MG 14 CAPSULAS) 3 312
Especialidad | 3144814 OMEPRAZOL APHARI20 MG 28 CAPSULAS) 548 543
Especialidad | 7470489 OMEPRAZOL ARAFARMA[0 MG 14 CAPSULAS) 21 312
Especiaidad | 7470557 OMEPRAZOL ARAFARMA[0 MG 28 CAPSLILAS) a1z 312
Especialidad | 7464204 OMEPRAZOL ARAFARMA(20 MG 14 CAPSLILAS) 42
Especiaidad | 6534137 OMEPRAZOL ARAFARMAIZ0 MG 14 CAPSLILAS) an 312
Especialidad | 6534144 OMEPRAZOL ARAFARMA20 MG 28 CAPSLILAS (BLISTER)) 448 543
Especisidad | 6562033  OMEPRAZOL ARAFARMA(20 MG 28 CAPSULAS (BOTE) 448 549

Source: BOT Plus database




Objetives

» Reference Pricing aims to

— reduce pharmaceutical prices and
expenditure for third party payers while
ensuring a standard quality of the product.

— reinforce price competition in
pharmaceutical markets through increasing
price-sensitivity of consumers.

Generic
Reference
Pricing -GRP-

Therapeutic
Reference
Pricing -TRP-

Modalities

Reference drug pricing can be applied to different levels of drug groups

Level 1.Grouping of drugs that have identical bioactive ingredients and
therefore are considered therapeutically interchangeable i.e.generic
groups. This has been used in many countries. Examples are Canada
(Ontario), Denmark, Italy, Norway, Sweden and the USA
(Medicaid).

Level 2. Drugs are pooled in analogue groups, i.e. chemically slightly
different but related drugs with comparable or identical indications
(e.g. the analogue group of angiotensin-convertingenzyme (ACE)
inhibitors, the analogue group of histamine-2 receptor antagonists
(H2RAS)). This is, for example, used in British Columbia.

Level 3. Grouping of all drugs used to treat a particular condition (e.g.
all drugs for hypertension.). This is, for example, used in the
Netherlands and Germany.

Source: Aaserud M, Dahlgren AT, Késters JP, Oxman AD, Ramsay C, Sturm H. Pharmaceutical policies: effects of reference pricing, other pricing, and
purchasing policies. Cochrane Database of Systematic Reviews 2006, Issue 2. Art. No.: CD005979. DOI:10.1002/14651858.CD005979.




Modalities (1)

Table 2

A gsimple classification of existing reference pricing schemes according to product coverage

Interchangeability level

CHf-patent tented and off-patent
drugs drugs

Chemical equivalence

Chemical and pharmacological equivalence

Chemical. phamacclogical and therapeutic
equivalence

Sweden
Drenmark
Maorway
Britizh
Columbia
Australia
Germany Mew Fealand

The Metherlands

Source: Lopez-Casasnovas G, Puig-Junoy J. Review of the literature on reference pricing. Health Policy 54 (2000) 87-123

Reference Pricing in Europe
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Price of brands and generics, and number of generic firms from
January 2001 to October 2004
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Source: The impact of generic reference pricing interventions in the statin market. Health Policy 84 (2007), 14-29

Price of brands and generics, and number of generic firms from
January 2001 to October 2004
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Sometimes there is a shift to expensive
medicines out of controlled clusters.
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the physician incentive to increase the proportion of
off-patent prescribed statins has not been enough to
counteract industry pressure in favour of on-patent
statin prescriptions.

Generics RP (GRP) v. Therapeutic RP (TRP)

GRP: Patients can be switched between
product without any medical consecuences

Could we do the same with TRP?




Statins in TRP

Therefore the most critical question is how to select
reference products when efficacy differences among

products x|
Could we change statins without consecuences?

ration. However, which statin is prescribed clearly
matters in terms of cost [9] (in the absence of solid
evidence of differences in clinical benefits/outcomes).

_ Statins were rarely included in the

reference pricing schemes due to their high variabil-

ity and low interchangebility [20] ||| | GcNGNEE

In New Zealand patients were switched
from simvastatin to low dose fluvastatin under the ref-
erence pricing system, and there was an increase in
thrombotic vascular complications [12].

IMPACT OF REFERENCE PRICING: ON CONTROL

=Shift in utilisation, though no

@ Control decrease of utilisation
Expenditure

—Expenditure on group of clustered
drugs reduced due to:

* Price reductions

® « Shift of utilisation towards
@Accessibility Innovation of cheapest drugs, without co-
for patients medicines

payment

—Potential loss of savings

« Shift to expensive medicines out
of controlled clusters




IMPACT OF REFERENCE PRICING : ON ACCESS

@ Control
Expenditure

@ Accessibility
for patients

©)

Innovation of
medicines

—Patients can (1) shift to product without co-payment
or (2) pay higher co-payment to keep product

—Potential problems for patients on chronic
treatments used since long time

IMPACT OF REFERENCE PRICING: ON INNOVATION

@ Control
Expenditure

@Accessibility
for patients

—Broad clusters do not
recognise (incremental)
innovation of me-too products
and might eliminate incentive
for innovation

—RP limits reward for less-

® innovative medicines and
E——— urges for more innovation
medicines

—Also effects on
competitiveness:
+ Companies have to reduce
price or...
« Companies need to
differentiate on value or
brand to ask higher price




High Level Pharmaceutical Forum
2005 -2008

Final Report

Building a toolbox of good practices to control budget,

ensure access and rewards innovation

Toolbox

Practice: Reference Pricing

Deseription:

4 finaneing mechanian that establishes a maciwam kvel of mivborsamat for 2 group of dmgs assumed to be bio andice therapentically
aquivalet. The shate of the price abowe the refernee prioe is bome by the consumer. (To be distiauished fiom efening natibnal prices to
ctmss-horder prices ofthe same prodacts)

Modalities:

#  Fixing conmmon reimb

* Grouping of medicines (chsters): vadat | — naow chuters (ATC lewel 51, varat 2 bmwad chsters (ATC kvel 4) of
origiators ; variat 3 — hroad chisters (ATC kvel 4) of originators + gerenics

brevaniart 17 —m fanction of cheapest product ; varia 27 — in fimetion of average

Application in EU: BE, CT, BT FENCL, ES, HULIT, LT, LV, HLFL, FT, 320~

Reward for innovation

Totertel o brmiigs bbbl mmortie
products throngh xenptions
Ptenttial tr create beadwmomm for movation

Impact on: Benefits Risks

Cosiconiainment - mal cost reductions up o S0% creste a shift to other expensre medicmes
+  Het healthcaresavings up to 13% (ot of comtrolled chasters)
o Allows promotion of gensrics o Fixed reimbursement vabies can hanper finther
*  Creafes cost-seravensss mpatierts and doctors price-competiions md eductions
r

v Tocrenertal vabie 1ot sbvags recogiised (i case
of varint 2 and 3, though exemptions possible

Access to medicines *

Ifome co-paavent fiee medicive 1s foreseen pey
chuster, affordable avcess is ensmed
Transparert presertation of alfematives o
patEents, phanmarists and doctors

* In case not all medimres alim prices fo
Reforence Price, for some mdieidual patierts
extra imfbrmation might be needed to avoid
comfitsion when shifting tieahments.

+ Inthis cass, price-snsitive (poorer) patists are
most affected

oy et al 2006 (1454)

Swrigs rported: CF -20% 0 1 per (- 1ImETR ) HU: - 5% 6 movde ; [T:bask for price ot i 2004 wih S00-600MEUR savig, LV 0 SmEUER 6 mordhs ; DE:

1
DT, Lacenyd ot al 2006

Some conclusions

* “The international literature about the
benefits of therapeutic reference pricing is
inconclusive”.

» “The results of therapeutic reference pricing

depend on the classess of drug
incorporated, and..

o ...the short-term savings might not extend

into the long-term”
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Thank you for your attention
Jaime Espin

jaime@easp.es
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