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:ABSTRACT
1

‘Introduction: The pharmaceutical industry of each country shows the
! capability of that country in providing health for the society. Medication has
‘always been one of the most important pillars of health due to its effects on
i health. As a result, production, distribution, and pricing are a special priority
i of governments. Therefore, the medication subsidized currency allocation
i policy was formulated and implemented in order to guarantee patients' access
ito drugs in the conditions of currency shortage and international sanctions
i against Iran. The objectives of the present study were to analyze the policy of
I'subsidized currency allocation to medication and to present political
!alternatives in Iran.

!Methods: The present study is a retrospective health policy analysis using a
!qualitative research method. Data were collected by using semi-structured
finterviews with key informants through analyzing policy and legal documents.
!We also analyzed the data by using framework analysis. To categorize and
fanalyze the findings, we used MAXQDA 11 software.

!Results: Results showed that contextual factors, including situational,
!structural, cultural, and international factors had an impact on all policy-
!making processes of currency allocation for medication. Four political
!alternatives for the allocation of subsidized currency for medication, we
!proposed: 1) removing the policy of subsidized currency and paying the
! exchange rate difference to insurance companies; 2) announcing a new rate for
!the subsidized currency; 3) paying the total exchange rate difference (selling
'half of the currency to pharmaceutical industries and the rate difference to
I consumers); 4) releasing a part of medication currency.

!Conclusion: Challenges and negative consequences of subsidized currency
'have gradually emerged. Before modifying the policy of subsidized currency,
! the requirements should be reviewed. Developing a detailed and step-by-step
froad map via the participation of influential and interested institutions is
I'necessary to modify this policy.
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Extended Abstract

'Introduction

Medication has always been one of the most
important pillars of the health cycle due to
its effect on human health and societies;
thereby, production, distribution, and
pricing of medication are always among the
top priorities of governments, even in the
most critical conditions of the country. [1]

Currently, 96% of the pharmaceutical needs
are produced in Iran, and 4% of the needed
drugs are supplied through imports. [2]
Supplying the pharmaceutical market
requires providing currency for producers
and importers. One of the measures taken to
control the pharmaceutical market in Iran is
the allocation of subsidies. [3] subsidized
currency policy was initially adopted as a
short-term solution in order to prevent the
increase in the price of basic goods during
the negative supply shock caused by the
embargo and to support the low-income and
vulnerable groups of the society for the
basic goods including medications in the
early 2018. [4] A number of factors had led
to the problem of working capital for
distribution companies and kept drug prices
low by the Food and Drug Organization that
subsequently affected people's purchasing
power. These factors are as follows: Strong
exchange rate fluctuations, government
pricing of products, lack of communication
with international forums, low productivity
especially with regard to the raw materials,
drug distribution  management, and
permanent debt of governmental medical
centers to drug manufacturing companies.
This issue causes an unrealistic decrease in
medication prices, on the one hand, and
mistrust to cheap products, the haphazard
use, and smuggling of medications, on the
other hand. [5] Considering that Iran is
currently under unfair sanctions and its
restrictions on resources, especially foreign
exchange resources, as well as similar
experiences of sanctions in the past, we set
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out the present study to analyze and
evaluate the policy of allocating currency to
medications and presenting political
alternatives regarding the optimal support
approach and implementation processes to
aid policy- and decision-makers of the
health system.

'Methods

The current study is of a qualitative type
conducted in the form of a retrospective
analysis of the policy. [6]. In this study, the
political status of subsidized currency
allocation for medication in Iran was
analyzed by using related policy documents
and interviews with key informants and
stakeholders. The research population
included all key informants and
stakeholders, and all policy documents
related to the allocation of subsidized
currency in the pharmaceutical industry in
Iran. we used purposive sampling method
to select samples for interviews. In relation
to related policy documents, all the cases
mentioned in the research community were
analyzed. A semi-structured interview
guide was used to collect data regarding key
informants and stakeholders, interviews
were conducted until data saturation was
reached. Initial analysis of policy
documents was performed by reviewing
studies and reports published internally, as
well as interviewing key informants. Based
on the data extraction form, necessary data
were extracted from policy documents.
Also, we used a framework analysis method
to analyze the data. In the first step,
interviews were conducted, and documents
were read meticulously. In the next steps,
through  coding and  summarizing
techniques, we organized and analyzed the
data according to Walt and Gilson's policy
analysis triangle framework. In addition,
we used MAXQDA 11 to categorize and
analyze the data.
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'Results

Findings included the demographic
characteristics of the study participants,
content, context, actors, and the policy
processes of the subsidized currency in
Iran. We interviewed 15 key informants in
the subsidized currency policy. The
duration of the interviews varied from 30 to
90 minutes. There were 26% female and
74% male participants, 93% of whom had a
doctorate degree or higher.

1. Content analysis: For several decades,
governments in Iran have practiced
subsidies as a strategy to avoid imposing
high costs on patients. In 2018, the US
government announced its withdrawal from
the Joint Comprehensive Plan of Action
(JCPOA), also known as the Iran nuclear
deal, that imposed crippling economic
sanctions on Iran. As a result of these
sanctions, Iran’s national income from the
sale of oil, gas, and other products
decreased significantly, and the value of the
national currency faced a downward trend.
On April 12, 2017, the government
approved that all foreign currency should
be provided at the rate of 4,2000 Iranian
Rial to one US dollar in order to organize
and manage the foreign exchange market.
In fact, a single rate currency was
announced at that time. This situation
continued until August 16, 2017 when the
country's currency policies changed.
According to the approval of the Board of
Ministers, the currency of basic goods,
medication, medical equipment, livestock,
and agricultural facilities (limited to 25
items) were provided at the rate of 42000
Iranian Rial to one US dollars; also, the
currency of other goods was provided at a
half rate. Since then, currency prices for
medication and some basic goods have
continued to be the same despite doubts.

2. Policy-making process: Selection and
distribution of currency with mandatory
prices have been one of the fixed solutions
after the revolution in facing currency
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crises. In this regard, with the increase of
currency fluctuations in early 2017, the
economic headquarters of the government
started implementing the subsidized
currency allocation policy. Based on
paragraph 5 of the resolution of the Board
of Ministers on 1/22/2017, it was equally
determined for "all" foreign currency
expenses, based on one dollar - to 42000
rial. The government has allocated
subsidized currency for the import of
various pharmaceutical items such as drugs,
active pharmaceutical ingredients,
supplements, packaging materials, non-
prescription drugs (OTC) and licensed
drugs, thereby allocating the subsidized
currency only to imported drugs and active
pharmaceutical ingredients. The other cases
were removed from the list of obtaining
4,200 AE currency.

3. Analysis of contextual factors: The
purpose of this section is to identify key
contextual factors that policy-makers
should address when formulating and
implementing a subsidized currency policy.
These factors include situational, structural,
political, economic, and international
factors. The following table summarizes the
main factors and their subsets.

A- Situational factors: Situational factors
are relatively transitory, unstable, or special
conditions which can have an impact on
politics. The US withdrawal from the
JCPOA At the end of 2016, the price of the
currency in the market began to rise due to
issues such as the withdrawal of the United
States from the JCPOA. On April 20, 2017,
an extraordinary meeting of the economic
headquarters of the government was held
with the presence of all members; they
decided to set an official exchange rate
supported by the government. This policy
was initially adopted for several months in
order to reduce the consequences of the
shock of the US withdrawal form JCPOA
on the currency in the market. The
government's floating currency policy was
revised many times at that time leading to
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the classification of goods subject to
receiving this currency, and gradually
moved towards the coverage of basic goods
and medications. Ultimately, this currency
was fixed as the subsidized currency of
42000 rial. B- Structural factors: In  this

analysis, the structural context includes
political, socio-cultural and technological
conditions that are unlikely to be fleeting
and temporary. The following table shows
the background factors and its main and
sub-themes.

Table 1. Contextual factors, main and sub-themes of subsidized currency policy for medication

Contextual factors main themes

sub-themes

Situational factors Focusing events

America's exit from the JCPOA

Structural factors political factors

- Uninsured people in the country

- Central bank policies in currency allocation

- Lack of transparency of information in drug industry

- Distinguishing the pharmaceutical industry from other industries
- False price of medication

Technological
factors

- Lack of progress in the pharmaceutical industry

Socio-cultural
factors

- Medication as a strategic commodity

- Media and social movements

- Reduction of public trust in exchange rate liberalization policies
- Drug hoarding

- Irrational drug prescription

- Irrational and arbitrary use of medication

Economic factors

- inflation

-Reverse drug trafficking

- Increase in the price of medication after the release of currency
- Industry investment in the pharmaceutical sector

- Drug export restrictions

- Drug shortages

- Inequality in the use of subsidized currency

- Allocation of poor quality currency

- Over-declaration of pharmaceutical shipments

- Weakening of production

International factors | sanctions

- international sanctions against Iran

4. Analysis of actors and stakeholders:The
following table shows the findings related
to the beneficiaries of the drug subsidized
currency policy in the three dimensions of
priority interest, power and position. The
level of participation of each stakeholder in

each of the different stages of the policy
cycle is not the same. Some institutions
play a prominent role in formulating
policies and others in implementing
policies.

Table 2.The status of actors in the policy-making process in the three dimensions of priority, interest,
power, and level of support

budget organization

Beneficiary Type Name Actor Priority Interest Power position
(high, low, medium) | (high, medium, low)
Government institutions | Parliament High High Moderate
(Parliament/Government) support
Government High High High support
Ministry of Health | High High High support
and Medical
Education
Food and Drug | High High High support
Organization
Program and | High High High support
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Table 2. Continue

Beneficiary Type Name Actor | Priority Interest | Power position
low, (high, = (high, medium, low)
medium)
Government institutions | central bank Moderate High Moderate
(Parliament/Government) support
Ministry of | High High High support
Industry, Mine and
Trade
Customs of the | Low Low Low support
Islamic Republic of
Iran
Supreme  Council | Moderate Moderate High support
of Health Insurance
Pharmaceutical industry pharmaceutical Moderate Moderate Moderate
manufacturers opposite
Pharmaceutical High Moderate High support
importers
Pharmaceutical Low Low Neutral
distributors
Pharmaceutical Low Low Neutral
exporters
Insurance organizations Insurance Low Moderate Moderate
organizations support
Mass media media Low High Neutral
Scientific and research | research  centers | Low Low Low opposite
associations and scientific
associations
Syndicates Unions of drug | manufacturers and | High Moderate High support
importers  Unions
and Syndicates
Other general public | Moderate Low Low support
including patients
and drug users

5.Political alternatives: The table below of the Political

shows the findings related to the advantages

and disadvantages
alternatives.

Table 3. Political alternatives
Explanations Advantages
The income from the | Realization of drug rates

Scenarios
Removal

Disadvantages
Non-continuity of the

of subsidized

currency  policy and | difference between the | Prevention of reverse plan due to lack of
payment of exchange rate | subsidized and free | trafficking liquidity in drug
difference to insurance | exchange rates should be | Helping the manufacturing and
companies provided to the insurance | manufacturer importing companies

organizations and the
insurance organizations
should increase their
support to the insured, so
that after the exchange
rate is freed, the amount
paid by the patients is not
much different compared
to the past and the
patients is not harmed by
this policy change.

Increasing the quality of
domestically produced
drugs

improving exports

Financial risk for the

uninsured
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Table 3. Continue

Scenarios

Explanations Advantages Disadvantages

Announcement of a new
rate  for  subsidized
currency

In this scenario, it is | Realization of drug rates | Increase in drug prices
suggested  that  the | Prevention of reverse | Lack of liquidity in
subsidized currency | drug smuggling manufacturing and
remains, and the rate is import companies

fixed. The current rate
that is suitable for the
present  situation s
25,000 Toman, which is
close to the nominal and
government  currency.
This difference obtained
for consumer protection
should be transferred to

the insurance

mechanism.
Payment of the total | In this scenario, it is | Modifying the current Increase in drug prices
exchange rate difference | suggested that the entire | exchange rate structure Lack of liquidity in
(selling half currency to | difference in the | Determining the manufacturing and
the pharmaceutical | exchange rate be paid. appropriate mechanism import companies
industry and paying the for monitoring allocated
difference to the currencies
consumer) Preventing reverse

trafficking

Liberalization of part of | In this scenario, due to | Getting the necessary Lack of working capital
drug currency the unpreparedness of the | preparation to provide for importers

mechanism  for  the | the required Expensive medications

complete removal of the | infrastructure for the for the end user

subsidized currency, it is | complete elimination of
possible to remove the | the subsidized currency
subsidized currency step | Overcoming the

by step. challenges caused by
releasing the subsidized
currency
6-Requirements and solutions to remove subsidized currency policy. To this end,
the subsidized currency policy: According requirements and solutions, which are
to interviewees’ opinion, necessary needed, are given below.

measures should be taken to remove the

Table 4. Requirements and solutions to remove the subsidized exchange rate

Requirements

Solutions and explanations

- Public insurance

For people without financial ability, an amount for free insurance can be
considered on the basis of the income from the difference in subsidized and free
exchange rates.

- Revision of drugs
covered by insurance

Several interviewees stated that the list of insurance drugs should be revised and
modified and the drugs covered by insurance should be increased. Moreover, by
supervising the prescriptions, the patient's access to over-the-counter drugs can
be greatly limited or completely eliminated.

- Adjustment of paid
deductible

After removing the subsidized currency, the absolute value of patients' payments
should not increase significantly. The best way to manage a franchise is to stagger
it. So that with the extensive test, the amount of the franchise payment is different
based on the income deciles.
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Table 4. Continue

Requirements Solutions and explanations

- Commitment of the
central bank to guarantee
payment and supply of
the required currency

In order to support the production, the central bank should provide the producers
with the semi-currency continuously and on time after the exchange rate is freed,
and the pharmaceutical industry should not be placed in long queues for currency
allocation.

- Interim financial support
of production and
distribution systems

To free the drug exchange rate, there must be solutions to support the production
and distribution systems. After the currency is released, at some point in time, the
liquidity of the industry and distribution systems such as pharmacies may suffer
from many problems. To solve this problem, the government should provide the
necessary facilities for the production and distribution systems, at least for a

period of time

'Discussion

We conducted the present study to analyze
the subsidized currency allocation policy
regarding pharmaceutical industry in Iran
by presenting political alternatives. In the
present study, several political alternatives
with requirements and solutions are
proposed to eliminate subsidized currency
allocation for medication. However, it
should be considered that without a deep
understanding of the underlying factors
affecting this policy, creating or removing a
subsidized currency for medications may
not be effective; conversely, it may even
cause more problems and challenges. We
think that the political alternatives proposed
in this study are practical and feasible

alternatives for policy-makers. To choose
any of the alternatives, the users should
consider their long-term effects. We
recommend using a conservative, step-by-
step, and gradual approach at the beginning
of the implementation of the subsidized
currency elimination policy. Considering
the challenges of subsidized currency for
medications and its adverse effects on
patients' access to needed medicines, the
allocation of subsidized currency may also
have negative consequences. For this
purpose, it is necessary to develop a
detailed and step-by-step roadmap with the
participation of all influential stakeholders
to modify this policy.

1.
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