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The drug demand can be regarded as one of the primary necessities, but with a certain
specificity. This is influenced by certain specific social-economic factors, and also by the
budgetary policies. These factors contribute to maintain the population’s health with direct
implications on the level, dynamic and on the structure of the pharmaceutical market, with
direct economic implications on the GDP, and in the allocation of public health resources.
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1. Introduction

The drug demand manifests itself on the pharmaceutical market as a specific demand for goods of
a primary necessity, where the volume and the proportions of the goods do not suffer any major
modifications.

The demand for pharmaceutical drugs is unique, specific, in the sense that the patient is not the
one who chooses the products, as in what drugs to consume, and often he is not the one that fully supports
the value of the compensated drugs. This specific demand implies a series of stages.

Firstly, the doctor writes the medical prescription, afterwards the pharmacist verifies it, advises
the patient and then, he releases the drugs. The patient pays fully or partially for the prescribed drugs and
then he can finally administrate his treatment.

The aim of this paper is to determine the internal demand of pharmaceutical drugs and its
tendencies in structure and dynamic.

The study was carried out by using the information offered by the published reports of the
National Statistical Institute (INTRASTAT) and the information published by certain specialized research
units on the national and international pharmaceutical market.

This research study reflects the impact of the economic crisis regarding the structure and the
dynamic of the internal drug demand but also the tendencies regarding its evolution.

2. The dynamic of the pharmaceutical market in Romania and its financing sources

The Romanian pharmaceutical market presents specific characteristics and in order to approach
it for analysis, different steps must be taken when comparing the national to the international
pharmaceutical market.

According to the data offered by the specialized institutions in pharmaceutical market research, in
Romania in 2012, the drug demand was covered in a proportion of 60% by the national health system and
the difference of 40% was covered by the patients by allocating their own limited resources (out of
pocket).

In the rest of Europe, the pharmaceutical market manifests differently regarding the funding
source of the patient’s treatment, respectively who will pay the drugs released on the compensated
prescription.

Therefore in these countries the drug demand for 2012 was covered 90% out of public funding or
by private health insurance and only the remaining small percentage by the patient.
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This phenomenon which is encountered on the local Romanian market, regarding the funding
source of the compensated drugs, is due to the insufficient funding from the state, which is not able to
satisfy the patients demand, while in the rest of the European countries, private medical insurance covers
the sums which in Romania is paid by the patients, out of their own income.

For example, in Romania a person suffering from a cardiac illness spends monthly over 100 RON
out of his own income, if he is prescribed generic drugs, while in the rest of Europe this sum is fully paid
by the insurance company.

Therefore, if we were to predict a possible growth of the pharmaceutical market, this
phenomenon would be due to the patient’s own contribution not by far from an increase of the sums paid
out of the state’s public funds.

Between the years 2002 and 2007, the pharmaceutical market in Romania recorded an annual
growth rate of 25%. In the immediate following period due to the reduction of the financial resources
allocated by the state and due to the economic recession, the pharmaceutical marked went through a
stagnation period until 2011. (Table No.1)

Table no.1 - The evolution of the pharmaceutical market in Romania during 2004-2012 shown in

euros

Year The total market value | The annual evolution in comparison
(bill. euro) to the previous year (%)

2004 0,960 -

2005 1,268 32,00

2006 1,554 22,55

2007 1,824 17,37

2008 1,946 6,68

2009 1,912 -0,98

2010 2,288 6,73

2011 2,551 11,45

2012 2,630 3,14

Source: Cegedim Romania, IMH Romania, Own analysis

According to the data presented in the above table, the Romanian pharmaceutical market
recorded in 2011 an 11% growth in comparison to the previous year and a sales volume of 2, 55 billion
euros. In 2012 the recorded sales volume was 2, 63 billion euros with a 3, 1% growth in comparison to the
previous year. In the year 2013, the value of the released drugs for the first three quarters decreased with
3, 3% in comparison to the similar period of the year before, and the total value of the released drugs was
recorded at 2, 79 billion euros, distribution price.

According to the specialized research companies, the pharmaceutical market dynamic for 2013 is
seen as a moderate one, with a growth rate of only 1,4% expressed in RON, whilst in the current condition
of national currency depreciation, would mean a decrease of 1, 3% in euros and 1, 7% in dollars. This
growth of only 1,4% was determined primly by the late reimbursement periods, that exceed the legal term
for compensated drugs, which means that the national health system is below the European market level.

The prognosis for 2014 regarding the growth of the pharmaceutical market, in the conditions of
bringing up to date the list of compensated drugs, anticipates a 2, 7% growth rate in RON. The market still
suffering from reduced support from the state, representing public funds, and due to the long
reimbursement periods for the released compensated drugs. For 2018, the pharmaceutical market is
estimated to increase to 15 billion RON, distribution price.

Even though the potential growth of the pharmaceutical market will be significant in the next
years, only a part of the estimated growth will be due to the increased public resources.

According to the information provided by IMS Health (Intercontinental Marketing Service) in
2011 the global pharmaceutical market recorded a 7% growth rate in comparison to the precedent year, a
total of 890 billion dollars. On the global scale, the USA holds a share of over 30% of the entire market, an
estimated 330 billion dollars, followed by the Chinese pharmaceutical market that exceeds 50 billion
dollars and countries like Brazil, India and Russia whose markets will be stimulated by a more solid public
and private funding.
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3. The structure of the pharmaceutical market in Romania, based on distribution channels and
therapeutic groups.

The Romanian pharmaceutical market can be analyzed through the two drug distribution
channels, the pharmacy (retail or open pharmacies) and through hospital pharmacies (closed pharmacies,
as well as medical programs).

At the retail pharmacy level, we can distinguish two releasing drugs methods:

Px-Drugs, released on a medical prescription and their price is set by the Ministry of Health. The
value of the released prescription drugs is to be covered fully or partially by the National Health Insurance
Agency (NHIA), depending on the affection they are prescribed for.

OTC (Over the Counter) - Drugs released without a medical prescription and their price is not set
by the Ministry of Health.

Regarding the evolution of drug demand and the market quotas for 2012, both structured on how
they are released (as can be seen in Table No.2), the hospital pharmacy recorded a growth of 38, 8% in
comparison to the previous year.

Table No.2 The structure of drug demand, based on distribution channels during 2005-2012 (bill. euros)

Channel/ RETAIL . Total Tota_l nr-
Year Segment Rx-w_ith_a OTC-wiFho_ut a Total Hospital (bill. euro) Units
prescription prescription (boxes)
2005 | Market quota (%) 79.14 20.86 75.64 24.36 100
Value (bill. euro) 759 200 959 309 1268 481.747
2006 | Market quota (%) 80,00 20,00 78,57 21,43 100,00
Value (bill. euro) 977 244 1221 322 1554 508.249
2007 | Market quota (%) 79,62 20,38 85,03 14,97 100,00
Value (bill. euro) 1235 316 1551 273 1824 518.007
2008 | Market quota (%) 80,79 19,21 86,43 13,57 100,00
Value (bill. euro) 1359 323 1682 264 1946 506.190
2009 | Market quota (%) 81,96 18,04 87,86 12,14 100,00
Value (bill. euro) 1377 303 1680 232 1912 460.005
2010 | Market quota (%) 84,10 15,90 89,45 10,55 100,00
Value (bill. euro) 1720 325 2045 241 2286 459.071
2011 | Market quota (%) 85,00 15,00 87,00 13,00 100,00
Value (bill. euro) 1864 352 2216 334 2550 489.500
2012 | Market quota (%) 67,80 32,20 95,00 5,00 100,00
Value (bill. euro) 1897 375 2272 358 2630 511.200

Source: Cegedim Romania, IMH Romania, Own analysis
By analyzing the distribution channels, the growth rate in euros was: 2, 6% for pharmacies (2, 27 billion
euros) and 6, 4% for hospitals (358 million euros). For the releasing segments, the value of drugs released
on a medical prescription (Px) was 1,8% higher than 2011, with 1,89 billion euros , and OTC drugs,
without a medical prescription, registered a 6,6% growth rate, representing 375 million euros.
For 2012 the total drug market value, structured on therapeutic groups added up to 11, 71 billion
RON with an 8, 3% growth rate since 2011. (Table no.3)

Table no.3. The drug demand structure, based on the primary therapeutic groups in 2012

Units Average Value of the retail pharmacy
Therapeutic Groups (boxes) Price price
ATC Mil. Market RON/ MiLRON Market quota
boxes quota % box ) (%)
Market total: 511,2 100,0 22,9 11.714,4 100,0
Total of the most
demanded therapeutic 416,3 81,4 23,9 9.967,1 85,1
groups
C-Cardiovascular 121,0 23,7 17,5 2.120,8 18,1
System
L- Antineoplastic and
immunomodulatory 2,8 0,5 675,8 1.895,5 16,2
drugs
A-Digestive system and 95,3 18,6 17,9 1.707,3 14,6
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Units Average Value of the retail pharmacy
Therapeutic Groups (boxes) Price price
ATC Mil. Market RON/ MiLRON Market quota
boxes quota % box ’ (%)
metabolism
N-Nervous System 83,4 16,3 18,8 1.570,6 13,4
J- Anti-infectious 42,3 8,3 28,3 1.196,8 10,2
System
R- Respiratory system 54,9 10,7 15,4 843,9 7,2
B-Blood and 16,7 3,3 37,9 632,4 5,4
hematopoietic organs
Other therapeutic 94,9 18,6 18,4 1.747,3 14,9
groups

Source: Cegedim Romania, IMH Romania, Own analysis

The drug demand in 2012, structured on the primary Anatomical Therapeutic Chemical (ATC)
groups was represented by the Cardiovascular System with an 18,1% market quota, followed up by the
Antineoplastic and immunomodulatory drugs with 16,2%, and The Digestive System and metabolism with
14,6%.

4. The generic vs. innovative drug demand, efficiency and equity

The pharmaceutical sector offers the pharmaceutical market a specific characteristic, due to the
fact that it is subject to strict regulations as a result of the complex mechanisms that it determines.

These regulations concern the release of drugs and other pharmaceutical products on all of the
distribution segments as well as marketing rules, price regulations and compensation from the NHIA for
the drugs released on free and on compensated prescriptions. These rules also apply to patents and their
protection.

In the case of innovative drugs (original drugs), still under their patent, the market segment they
occupy allow the producing companies monopole and control of the market.

National regulations, represent the basis for political decisions made by public authorities that
adopt measures for the pharmaceutical field. All of these regulations determine a competitive
environment which offers the patient access to innovative drugs, but also to generic drugs that are safe,
and have reasonable prices.

The drug market manifests itself differently from other goods markets, where the prices can
fluctuate depending on certain factors.

The phenomenon of price modification for innovative drugs (the life span of a new molecule for
an innovative drug stays under patent approximately 20 years) can be seen in all drugs, when its
bioequivalent generic drug is about to emerge on the market.

In the case of innovative drugs that enter the market, the initial sale price will remain unchanged
until its patent expires, when its generic equivalent will produce a progressive price reduction between
10% and 40%.

Therefor the innovative drug producing companies are interested in prolonging the sale of the
innovative drug, because once generic drugs are produced and marketed, the price for innovative drugs
will gradually decrease, sometimes even with 80% for rare drugs, and the producing companies income
will certainly decrease.

The financial pressure over the public health resources, makes national health policies promote
and support generic drugs in detriment of innovative drugs.

At a global scale, the public health policies are aimed more at preventing and maintaining the population’s
state of health. This is realized through the principal of efficiency and equity, principles supported by the
pharmaceutical companies and also by the specialists.

Thus the principle of ,economic efficiency” assumes effectiveness, and aims to reduce public
health expenses, in the conditions of budgetary restriction as a general measure for public health budgets.

A World Bank study states that these types of public policies regarding the pharmaceutical
industry based on equity and efficiency need , adequate funding, a well-established regulatory framework
between the public and the private sector, a good government, strong health insurance systems, viable
financing mechanisms, and also adequate stimulants for the service and drug providers, timely and
correct information and last but not least well qualified staff’. The World Bank also recommends in order
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to reduce health expenses to buy, prescribe, release and compensate only generic drugs instead of
innovative drugs. Innovative drugs generate monopole conditions and lead to rising public costs.

Promoting the equity principle implies the right of all patients to medical services and drugs, as a
human elementary right, and this right should represent a priority for public health policies.

According to a WHO (World Health Organization) report which states that” the access to urgent
medical care or to programs that promote health must not be denied due to inequity, including social-
economic inequity’ ‘and it even suggests that innovative drugs that prevent and treat new diseases must
be supported.

Even though there are no therapeutic differences between an innovative drug and a generic drug,
the generic drugs are 20-80% cheaper. According to a report issued by The European Generic Medicines
Association (EGA) in 2012 due to using generic drugs in the national health systems, Europe saved up 35
billion euros.

The OECD report (The Organization for Economic Co-operation and Development), ,Health at a
glance 2013” mentions that: ,The market share for generic drugs rose significantly in the last decade in
many countries, though generic drugs represent less than 25% of the drug market in Luxemburg, Italy,
Ireland, Switzerland, Japan and France, in comparison to Germany and Great Britain with a 75% market
share. OECD shows that the low rate of prescribing generic drugs in France in comparison to Great Britain
(80%), requires doctors to be more informed in order to reduce the public health systems costs by
prescribing generic drugs.

According to a the study published by KPMG Romania, better patient communication and
information and also recommendations from the specialists would determine a significant decrease in
drug costs in Romania, more exactly annually saving 100 million euros if the patient would prefer the
cheaper generic drugs.

Taking into account the demands of these two principles it is necessary to establish an
equilibrium between economic efficiency and social equity, and also between prescribing generic and
innovative drugs.

In Romania applying the objective of these two principles practically does not exist, prescribing
generic drugs is supported, which decreases the expenses of the public health insurance system.

But innovative drugs substantially contribute to the population’s general health. If they are
prescribed and used properly they can reduce health costs, because they can replace long hospitalization
periods and they can treat certain conditions more effectively. With these innovative drugs, life
expectancy has grown (in the last 100 years it has grown with 35 years), while the cost of a person leaving
the labor market is huge.

In Romania, promoting innovative drugs, “expensive imported drugs” represents the primary
source of inefficiency in the national health system, an approach that can be appreciated as being wrong.

Analyzing the data presented by The EFPIA (European Federation of Pharmaceutical Industries
and Associations) regarding the generic drug market in Europe shows that Romania holds the fifth place
on the generic market after Poland, Slovakia, Germany and Slovenia,

The 30% share occupied by generic drugs on the Romanian pharmaceutical market shows an
insufficient coverage of the necessary drug demand, while the resources allocated by the state go to
innovative drugs, that are a couple of times more expensive.

In the next period, the demand for generic drugs is expected to reach 35% in 2015, due to the
appearance of new generic drugs and better marketing of this drug segment.

5. Conclusions

Therefor during the analyzed period, the drug demand follows the same trend as the evolution of
the national economy as well as the global economy.

In the last 20 years it has recorded a continuous growth rate from one year to the next, sometimes
even up to 40%. This is due to opening the doors of the European drug market, the penetration of the
major pharmaceutical companies on the Romanian drug market as well as the development of the
pharmaceutical production sector in Romania.

The permanent measures used to reduce budgetary resources, in order to obtain compensated
drugs, as well as reducing the employee’s income have influenced the demand for generic drugs, and also
the dynamic for expansion of the pharmaceutical marked

The drug demand structured on the two distribution channels - retail and hospital - presented in
the last years, share changes, with a direct effect over the volume of the pharmaceutical market. If in 2005,
the retail pharmacy owned 75% of the market share and hospital pharmacies owned only 25%, in 2009-
2011, the retail pharmacy owned 87%. This percentage occurred at the same time when the hospitals
distribution channels were cut, due to successive legislative changes regarding drug compensation, and
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also due to the national compensation programs that were moved from the retail channel to the hospital
channel.

Regarding the drugs based on their ATC classification we can conclude that the drugs used to treat
cardio-vascular diseases hold the highest market quota (23%), followed by the nervous system with a
16.3% market quota and by the respiratory system with 10,7%.
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