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Preface

Many people have asked me to recommend a book about global drug pricing.
I never had an answer. Others have suggested that I write that book. Well, here
itis ...

It is puzzling that there are hardly, if any, books written about global drug
pricing. The topic is certainly garnering interest and emotion from politicians,
healthcare professionals, drug industry professionals and the public. Also inside
pharmaceutical companies there is a great need for a better understanding of
the topic. As a client recently noted, many drug marketing people are not really
proficient in pharmaceutical market access and pricing.

Global drug pricing is a very complex topic, partly because patents give
companies a period of market exclusivity. It is also different from most other
industries due to the fact that government payers have a lot of buying power. In
economic terms it could be typified as “monopoly vs. monopsony” that causes
a very unique and interesting dynamic, particularly when considering the
situation on a larger global scale. Payers and politicians sometimes complain
aboutlack of competition foranew drug category. Drug manufacturers complain
about government controls in drug pricing. In any case, in the pharmaceutical
market dynamic, general pricing principles do not directly apply without
significant customization. This is why general pricing textbooks are essentially
useless for application in pharmaceutical pricing cases.

In contrast to drug pricing, many books have been written about health
economics, a discipline that provides a systematic methodology to make health
resource decisions under budget constraints. Health economics is used, for
example in the United Kingdom, to decide whether a new anti-cancer drug
should be included in their drug formulary or whether liver transplants should
be reimbursed for every eligible patient. In most countries, however, payers
and politicians are struggling to strictly base drug coverage decisions on a
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calculation that is only understood in detail by academics. In reality, only few
payers strictly use health economics principles in pricing and market access
decision making. Global drug pricing includes health economics and health
outcomes considerations, but is in reality even broader and more complicated.

Asaleader in global pricing and health outcomes and economics disciplines
in three large global drug companies and serving as a consultant to many others,
I have had the privilege of observing the evolving roles of pricing and health
economics over the years. It is particularly interesting that the two disciplines
that focus on payer decision making are usually reporting into different
corporate branches, that is commercial and research and development. It makes
successful collaboration of the two areas heavily dependent on having similar
viewpoints among the leaders of both fields, in a setting where even a joint
textbook on best practices did not exist until this present work.

Healthcare is a matter that is and should be near and dear to all of us.
In times of a health scare, for example caused by HIN1 or Anthrax, we call
for miracle solutions to protect ourselves from harm. Whether during recent
debates on US Health Care Reform or previous ones on pricing of HIV/AIDS
drugs or patient co-payments in a European country, the public seems to be
very engaged, yet very poorly informed about the topic. Politicians who go to
bat for drug pricing issues are often equally poorly informed and are driven
by short-term political motives rather than a long-term societal perspective.
Welcome to the age of the sound byte.

The drug industry is often mentioned for its lobbying muscle. However,
with all its capabilities, it has certainly not managed to gain the heart of the
public. For an industry that is saving lives and improving patient wellbeing, to
be outperformed in gaining public sympathy by the gun and tobacco industries
is remarkable. Yes, there are a number of factors that make the pharmaceutical
company story complicated. These are outlined in this book. However the
full story is worth telling, as the interested public deserves more than sound
bytes.

High prices for new biotechnology drugs can create a lot of issues for
individual patients, as they may not be able to afford the cost of co-payment
for the treatment. There are patient assistance programs in place to offset
some of that pain, but these cannot eliminate the issue entirely, particularly
not in emerging countries, such as China. However, the ability to charge these
prices within reason, is essential to ensure that we are able to address future



PREFACE XX0ii

healthcare challenges, such as the next HIN1 epidemic, emerging resistant
MRSA infected patients, multi-drug resistant HIV/AIDS patients, to continue
to improve treatment and compliance of common conditions such as diabetes,
and to find new treatment approaches for rare diseases that currently don't
have drug solutions.

Unfortunately, our dietary and sedentary lifestyle and our litigious nature
are likely to further increase the cost of healthcare. Any healthcare reform in any
country is unlikely to address that effectively without fundamentally changing
the underlying factors or significantly reduce healthcare coverage. Many
governments are choosing price control mechanisms to address their funding
issues. History has shown that failing controls lead to more controls, resulting
in a patchwork of government bureaucracy, which is creating more problems
rather than restoring a market mechanism. I have frequently challenged, and
will continue to challenge government payers to explore ways of restoring
market mechanism rather than putting another layer on all existing controls. It
is in the interest of all of us, to find acceptable solutions to healthcare funding,
while securing sufficient innovative research efforts to be ready to battle the
next healthcare challenge in addition to all the existing ones.

Hopefully this book will make a contribution in the ability to educate
professionals, students, policy makers, politicians and the broader public
about global drug pricing, its challenges and potential solutions. If anything, it
would be great to at least achieve a common understanding on the issues. For
the pharmaceutical industry, this book will hopefully form a basis for a more
structured approach to addressing market access and pricing challenges and
to build a solid working relationship between the pricing and market access
function and other commercial and scientific functions. A good understanding
of this field is critical for the survival of any pharmaceutical company.
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