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Between 20-40% of the $7.1 trillion spent 
annually on healthcare is wasted.*

Status quo unfair and unsustainable

* http://www.who.int/whr/2010/en/ http://www.oecd.org/health/tackling-wasteful-spending-on-health-
9789264266414-en.htm about one fifth of resources wasted (Jan 2017) 

http://www.who.int/mediacentre/factsheets/fs395/en/

http://www.who.int/whr/2010/en/
http://www.oecd.org/health/tackling-wasteful-spending-on-health-9789264266414-en.htm
http://www.who.int/mediacentre/factsheets/fs395/en/


Waste costs lives
Making the trade offs of investment decisions explicit is a necessary condition for 
holding those making such decisions accountable. Generating better evidence of 
comparative clinical and cost effectiveness is a positive externality of such a system.
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What’s the problem? Coverage of wasteful technologies and services 
diverts valuable resources away from worth while investment

•Avastin paid for for all indications (incl FDA unlicensed ones)
•Regional variation in immunisation with parts of the country with <50% 

coverageColombia
•>50% of insulin budget goes to analogues
•Switching to human insulin can double the number of patients on 

treatmentKyrgyzstan
•40-50% of eligible patients NOT on treatment in Africa
•2nd and 3rd line ART for <5% of patients, consumes one fifth of the total 

ART budgetHIV
•Cancer Drugs Fund has spent over £1bn on non-cost effective drugs
•>14,400 QALYs lost across the NHS due to displacement of other 

needed, cost-effective careUK



The UHC cube: 
what about 
things that have 
to be left  out?



A “waste” typology

Managing entry of new expensive technologies through 
population/indication targeting and price negotiations 

Disinvesting away from obsolete or harmful 
technologies

Effective generic 
competition and 

substitution

Cost-effective 
procurement

Effective regulation and 
functional healthcare 

system

Cost effective global 
(and local) norms!



Data and evidence -- whereas efficacy 
is global, cost-effectiveness and 
affordability (and budgets!) are local

Cost-utility of Trastuzumab expressed as number of GDP per QALY
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Bolivia is a middle-income 
country, but it would cost 
more than 38 times their 
annual GDP per capita to 

purchase a QALY with 
Trastuzumab

Managing entry of new 
expensive technologies 

through population/indication 
targeting and price 

negotiations 
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From  2010- 2014

Using Purchasing price in 2009 as basic price
Item Saving (Bht)

ARV Non CL 5328.59 million Bht (177.61 million USD)
ARV CL 10165.19 million Bht (353.84 million USD)

J2 and Clopidogrel 6830.37 million Bht (227.68million USD)
Flu vaccine 266.47 million Bht (8.88 million USD)

Saved 768.01 million USD in 5 yrs

Managing entry of new 
expensive technologies 

through population/indication 
targeting and price 

negotiations 



Base case list price (TDF 16,680 RMB/year), 
cost saved/person : 6,275 RMB

Best case @ ARV price (TDF 1,800 
RMB/year), cost saved/person : 
50,118 RMB

WHO 1 GDP pc threshold (TDF 
14,722 RMB/year), cost 
saved/person : 13,976 RMB

China CNHDRC: How much should TDF cost?

TDF is less costly & 
more effective when it 

is below 14722

CEA plane(in 5 year)

Managing entry of new 
expensive technologies 

through population/indication 
targeting and price 

negotiations 



Revision of a 17,000 item Benefits 
Package

10

Disinvesting away from obsolete or 
harmful technologies



Money and institution gap: transition in 
doubt and real risk of regression

Senegal: 65% spending OOP – 35% NGOs/donors 
(head of pharmacy, Senegal Central Medical Store)

Ghana: by 2020, Ghana will need twice the 
GFATM+PEPFAR $ commitment to meet the 
WHO 90-90-90 target, for commodities alone 
(HP+ 2017). The country is already disinvesting 
away from older vaccines (anecdotal). 

Senegal: 65% spending OOP – 35% NGOs/donors
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Cost-effective 
procurement



Some of the world’s 
poorest countries have 
some of the world’s 
highest drug prices

MSH EHBP Northern Syria, 2017
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Ricardo Bitran, CGD Nov 2017

Effective generic 
competition and 

substitution



What drives prices up in 
Africa?

What drives prices up 
in Africa?
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IMS Health
Effective generic 
competition and 

substitution



Not just about IP 
- voluntary 

licensing of HepC 
drug results in 

limited access in 
SSA
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Bad 
regulation

Forex 
fluctuations

Domestic 
industrial 
policies

Cost of 
capital

Transport 
costs

Regressive 
taxes (eg VAT 
on essential 
medicines)

corruption

Effective regulation and 
functional healthcare 

system



Price controls alone 
won’t do it

• Results show that, after direct 
price controls were enacted, price 
inflation decreased almost − 43%, 
but real pharmaceutical 
expenditure almost doubled due 
mainly to an increase in units sold. 
Such disproportionate increase in 
units sold maybe attributable to 
better access to drugs due to lower 
prices, and/or to an increase in 
marketing efforts by the 
pharmaceutical industry to maintain 
profits.

Effective regulation and 
functional healthcare 

system



“…we found less than 3% 
probability that Xpert
introduction improved the 
cost-effectiveness of 
tuberculosis diagnostics.”

Cepheid cartridge price 
shoots up as company 
seeks to negotiate 
warranties country by 
country (StopTB)
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When norm setting ignores costs!

STGs ANC

EMLCancer drugs; 
epo

MDG 
targets 90-90-90

investm
ent 

cases
MCH, TB, HIV...

WHO PQ 
product 

selection

Dengue fever 
vaccine

Cost effective 
global (and local) 

norms!
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“The use of pathways has been shown to lower 
the drug costs of cancer therapy. Neubauer and 
coauthors reported a 37 percent reduction in the 
drug costs for lung cancer patients using 
pathways developed by US Oncology, a national 
oncology management organization….If 
pathways are not supported by a 
reimbursement schedule that pays a higher 
margin for generic and low-cost, effective brand-
name drugs, then the physician could be biased 
to select high-cost drugs in his or her pathway.
Pathways do create an incentive for 
pharmaceutical firms to demonstrate that their 
drugs have major advantages in outcomes or 
costs, compared to those of competitors, so the 
drugs will be included in a pathway.”

Get the incentives right





The stakes are high

• “As nations move toward universal health coverage 
(UHC), the stakes on quality of care rise. The 
poorest people in the world can least afford poor 
quality health care. They do not have the resources 
to repair the damage when care goes wrong, their 
development requires a healthy workforce, and 
money wasted on ineffective or harmful care is 
money denied to other essential services. Poor 
quality care damages wealthy nations, too. Few 
high-income countries have the political will to 
increase tax rates, and therefore government 
investments reflect zero sum choices—what public 
health care gets, public schools and public housing 
lose.”



Thank you!
kalipso.chalkidou@gmail.com

mailto:kalipso.chalkidou@gmail.com
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