Title: The Influence of Value Added Tax (VAT) Elimination on Drug Access
Author Name: Saliya Karymbaeva
Email: ddp-me@elcat.kg
Presenter Name: Saliya Karymbaeva
Authors: Karymbaeva S 
Institution: Department of Drug Provision and Medical Equipment under the Ministry of Health, Kyrgyz Republic [1]
Problem Statement: High drug prices in the Kyrgyz Republic negatively affect access to medicines.

Objective: To improve access to drugs by improving affordability.

Design: Observational time-series design with comparison. 

Setting: Thirty drugstores in 6 regions of the Kyrgyz Republic. 

Intervention: Introduction of amendments to the tax code eliminating the value-added tax on the sale of 35 generic medicines.
Outcome Measures: turnover of drugs, percentage change in retail drug sales, percentage price reduction.

Results: Drug prices have been monitored for 9 months under the new tax conditions, and a reduction of prices has been observed. According to preliminary data, wholesale and retail drug prices decreased 18–30% compared with the previous year. In addition, increased turnover of goods in both the wholesale and retail sectors has been observed, suggesting that patients are increasing their participation in the legal pharmaceutical market. Data for 4 months of 2003 after the VAT elimination, in comparison with the same period in 2002, show that wholesale turnover increased by an average of 12–15% and retail turnover increased by an average of 60%.  One of the problematic fields in the pharmaceutical sector is faulty and illegally imported drugs, so just 3% of drugs are produced in Kyrgyzstan. The illegal pharmaceutical market comes to 30% of total drug turnover in the country. The elimination of the VAT facilitated reduction of illegal and increased official import of  drugs. Thus, for instance, in 2002 imported drugs cost $8,884 US and, in 2003, $24,556US. In 2003 almost all drugs from the Essencial Drug List and the List for Reimbursement of Mandatory Health Insurance Fund were imported into the country.

Conclusions: These changes in the pharmaceutical market increased the flow of foreign investors and affected the level of registered drugs. They also improved physical and economical access to drugs, especially for people with low income.
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