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ABSTRACT

Pharmaceutical products are one of the necessities and cornerstones of the world market, and the pharmaceutical industry is experiencing increased prices
which is contributed by the high inflation rate. Inflation pertains to a consistent and slow escalation in retail and market rates of products, goods, and services.
In the Philippines, the inflation rate increased by 9.3% in 2019, and the medical fees and services are expected to increase by 10.1%. This uncontrollable
inflation rate may be unsustainable in the Philippine healthcare system in the long run. Medications such as insulin and other maintenance medications are
expected to increase in price due to the high inflation rate and high cost of production. Major factors of increasing inflation rate are purchasing power of
services and goods and demand-pull inflation. Increased inflation in the pharmaceutical industry has severe effects on the healthcare system: hospitals are
struggling to set rates, the pharmaceutical market may crash and medications will not be accessible to people living in poverty. Among the ASEAN nations,
the Philippine pharmaceutical market sits at 10.1% inflation rate, compared to other members with higher inflation rates such as Indonesia at 13.8%,
Malaysia at 13.5%, and Vietnam at 12%. ASEAN countries have shown a negative feedback in inflation rates which is at the threshold level of 7.84%, while
the average inflation rate of pharmaceutical inflation in all countries in Asia which averages at 10.7%. The Philippine government aims to reduce the inflation
rate by adjusting the interest rates and money reserve requirements and enact a monetary policy by the Bangko Sentral ng Pilipinas. to lessen the
consequences of inflation throughout the ASEAN nations, building a stronger commitment mechanism is needed.
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1. Introduction

In economic literature, pharmaceutical products are acknowledged as an important item; consequently, inflation in their pricing increases the household
budget (1). Numerous academics have shown that the inflation dynamics of industrialized nations have undergone significant modifications (2).
Pharmaceutical businesses are experiencing increased pricing pressure which can be alluded to by the rise of the high inflation rate (3). Inflation in terms
of economics categorizes on how slow as well as consistent the rise in costs. Keys in measuring inflation are the presence of time and a continual increase
in prices over time (4). Future uncertainties being part of the consequences of inflation, (5) cause economic agents to become more apprehensive relating
to the pace with trajectory, they conserve spending as a result of the threat of inflation instead (6).

Inflation in Asia has topped out at 5.5% plus it is down and decreased by 5% from the top level (7). The cost of living nowadays is expensive, and
economies in Asia have continuously experienced capital outflows, which raised the area's vulnerability to shifts in international economic circumstances
(8). Philippines’ Insurers stated that costs have increased by 9.3% in 2019, which is 3.8 more than the inflation price. In 2020, the Philippines’ medical
fees were anticipated to increase by an average of 10.1%, notably lesser than the regional average of 10.2% for Asia (9). Kew also adds that medical costs
are predicted to increase six times ahead of inflation, 68% of this is due to Covid-19 related diagnostics, and treatments. Moreover, in a survey of eleven
Asian economies, the Philippines' predicted medical trend rate for 2020 ranked fifth. The expected growth rate for Indonesia is the highest at 13.8%,
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Malaysia came in second with 13.5%, and third with Vietnam at 12% (10). It is stated that if this continues, the Philippines’ healthcare system will be
unsustainable in the long run, and even the healthcare benefits of practitioners in the hospitals would be affected (10).

The inflation rate may indicate the health and performance of an economy (11). This would mean that the savings, investment, and economy of the
country will be greatly affected and so is the pharmaceutical industry (12). While considering the consequences on the rate of inflation on the healthcare
industry, it's really important to note that medicinal products constitute a substantial component of the health sector (13). It could be said that factors such
as an increase in services, a growing, and aging population, chronic illnesses, and inefficiency or lack and transparency greatly contribute to how inflation
affects the healthcare system (14). With these factors, healthcare leaders have duly expected inflation to hurt the growth of the system (15).

The purpose of this research is to assess its rampant rise such as inflation and its impact into the system of the pharmaceutical industry. Through this in-
depth analysis, the researchers aim to produce a more relevant summarization of topics that tackle the issues of inflation which can be adjunct to previous
topics before it.

2. Methodology

This journal review assessed the impact of the inflation crisis regarding medication pricing in ASEAN countries. The thorough assessment was done
through the analysis and research of related topics, journal articles, and research. The utilized related literature were taken from published articles and
journal reviews found on the following websites:

Google Scholar

National Library of Medicine

PubMed

ACP Journals

and other credible supplementing websites that showcased relevant ideologies about the topic.

agrwNE

Furthermore, each reference were evaluated based on the credibility of the topic, its author/s, its timeliness, and relevancy to the overall journal article.

3. Results and Discussion

Author and Year Title Result

T T 1
1. Parker, 2022 Main Causes of Inflation Inflation is a continuous economic phenomenon

wherein the prices and value of goods and
services in the market continue to rise (16).

2. Bank, 2022 What is inflation? Prices for necessities, goods, and services
continue to spike and consistently change over
time, this is due to the inflation that the world is
bought currently experiencing, it occurs when a
broad increase in everything that is needed to be
@an.

3. Rogoff, 2003 Globalization and Global Disinflation During the age of globalization, inflation played
a significant impact in the real economy's
growth. the sector was important. The clear
distinction was therefore no longer applicable.
The Country-Centric and The Globe-Centric
were the two available in addition to the
inflation dilemma (18).

4.  GEP, 2022 Factors present in the inflation Certain factors are known to contribute to this
phenomenon such as production costs, price or
raw materials, and the continuing supply chain
constraints (19).
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Matthews, 2022

Fleron et al., 2022

GEP, 2022

Balfour, 2022

Feinmann, 2021

Urban, 2022

Miller, 2021

Wells, 2022

Feinmann, 2021

Inskeep & Aubrey, 2022

What to know about the 6 main causes of
inflation

How does inflation and its factors affect the
overall health system?

Inflation’s Impact on the Pharmaceutical
Industry

Inflation/cost of goods major concerns for
pharma manufacturing

Covid-19: Global vaccine production is a mess
and shortages are down to more than just
hoarding

Drug Prices for Many Medications Outpace
Inflation

Inflation, Other Factors, Drive Up Health Care
Costs

Prescription Drug Prices Rise Faster Than Any
Medical Good or Service

Covid-19: global vaccine production is a mess
and shortages are down to more than just
hoarding

Insulin costs increased 600% over the last 20
years. States aim to curb the price

There are different major causes of inflation,
which can affect the economy directly, the
purchasing power or the price increase of
services and goods. Demand-pull inflation takes
place when the demand for products or services
is higher than the stock or supply for these
products and goods, which causes prices to
skyrocket (20).

The issue of rising inflation has a severe effect
on healthcare expenditures. Hospitals struggle to
set rates because of the rising volatility (21).

Presence of inflation and its factors have
become more appalling in the Pharmaceutical
Industry (22).

As the industry wants to continue providing the
best available medicines, it has become more
difficult to do so as the economic environment
continues to push rampant inflation (23).

Inflation creates bubbles for a certain market,
which when popped - may contribute to
crashing the market. The housing market is the
most inflated market at 23%, while the health
services are at 6%. Although there is a sizable
difference between these two markets, it is still
considered that if an entire market crashes, the
market for health services and products may
also skyrocket (24).

The price of medication is rising faster than
expected due to inflation, 1,200 prescription
drugs increased by an average of 31.6% from
last year’s data (25).

Compared to other medical products or services,
prescription drug prices are still rising more
quickly (26).

GoodRx Company has reported from its survey
that drug prices have continued to increase by
35 percent since 2014, and additionally a 1.8%
since the COVID-19 pandemic began (27).

The inflation of medication costs can lead to an
increased prevalence of disease associated with
the prevention or treatment of a disease, due to
the increased costs of medicine and supplements
(24).

ome drugs such as Insulin were also affected,
the price to produce insulin is expected to be
lower compared to the selling price of the
medication, which the inflated price is due to
the increased demand for the medication (28).
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Fleron, 2022

Sharif et al., 2018

Oriel, 2022

Thanh, 2015

Kew, 2020

Kew, 2020

Witter S, Bertone MP, Chirwa Y,
Namakula J, So S, Wurie HR., 2016

Sarkar, 2022

Transformative impact of inflation on the
healthcare sector | McKinsey

EBHPME Inflation and Financing of
Commercial Insurance in the Field of Treatment

India’s Poor Forced To Swallow The Bitter Pill
As Medical Inflation Nibbles At Their Life
Savings

Threshold effects of inflation on growth in the
ASEAN-5 countries: A Panel Smooth
Transition Regression approach

Philippines' Healthcare Cost Inflation Projected
to Hit 10.1% in 2020 | Mercer Philippines

In 2020 the project hit 10.1% in regards of
Philippines’ Healthcare | Mercer Philippines

Evolution of policies on human resources for
health: opportunities and constraints in four
post-conflict and post-crisis settings

The devastating health consequences of Sri
Lanka’s economic collapse

Healthcare supply spiked in late 2002 and labor
cost per adjusted hospital grew about 25%
during 2020-2022, pharmaceutical on the other
hand grew about 21 percent from last year,
Inflation caused a big toll in terms of price hikes
on medical supplies compared to pre-pandemic
projections (29).

In a study, it is said that due to inflation public
hospitals are getting more expensive hence they
can compete with private sector hospitals, This
has increased the share of payment from the
pocket of patients (30).

In India the medications and hospital fees were
too much for the citizens in a survey, the
citizens stated that medication alone is
expensive and they can’t anymore afford to go
to a doctor’s appointment. About a 7% increase
in medical expenses due to inflation in India
(31).

ASEAN countries have received negative
feedback on inflation and economic growth.
According to the data, the rate has reached
7.84%, implying that inflation is threatening the
economic growth of five ASEAN countries
(32).

Indonesia leads the Southeast Asian country
with the highest projected healthcare and
pharmaceutical inflation increase at 13.8%
which is followed by Malaysia with 13.5% rate,
and then Vietnam with a rate of 12% (9).

The Philippines sits at 10.1%, which is below
the average of all countries in Asia which
averages at 10.7%. The healthcare services and
products inflation rose to 10.1% in the
Philippines for the year 2020. This inflation rate
increase leads to more expensive hospice-care
services, healthcare services, and medication
costs, which can affect the health of Filipinos
living near or below poverty (10).

Most inflating or deflating models that operated
during the past decade and that incorporated
multinational entities, the SOA agreement in
Cambodia was the most prominent. These
concepts were more expensive and, as a result,
had doubtful stability (33).

In Sri Lanka it was announced that when their
economy collapsed, the healthcare system was
also deeply affected, hospitals are fully booked,
Riots occurred in the streets and the government
went into hiding when faced with the issue (34).
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Asmundson, 2022

Lambojon, et. al., 2020

Batangan, et.al, 2009

Lietal., 2021

Lena, 2018

TGP, 2021

Dela Pena, 2022

Kubo, 2011

Olopaade, 2021

32. Akcaetal., 2012

Supply and Demand: Why Markets Tick

Supply and Demand: Why Markets Tick

Philippines Pharmaceutical ~Situation 2009
WHO Household Survey on Medicines

Do Health Expenditures Converge Among
ASEAN Countries?

DOH cites advantages of generic medicines.

Generic vs Branded Medicine: Ano ang
Pagkakaiba?

PH fight vs inequality measured, found
wanting

Vertical Integration and Market Entry in the
Generic Pharmaceutical Industry

What is the difference between brand-name and
generic drugs?

Inflation and Corruption Relationship:
Evidence from Panel Data in Developed and
Developing Countries

As aforementioned, inflation can also be

greatly attributed to the demand-supply system
wherein suppliers are willing to produce more
as demands rise, resulting in a decrease in prices
and vice versa (35).

In a arcticle review conducted on the pricing,
availability and affordability of medication in
the Philippines, the following data were
garnered. It has been reported that the
accessibility and availability of common
maintenance medications, in both private and
public sector, were generally low (36).

In year 2009 a research was conducted that there
are increase of medicines essentials. due to
medications limitation of stocks it was said that
the original prices increases with 30% original
brands and 10% of the generic brands (37).

The currency in ASEAN countries, due to the
increase in dollars health expenditures in public
hospitals continue to rise thus, lead to affected
healthcare facilities, supplies, and manpower
(38).

This patent allows pharmaceutical companies
and corporations to monopolize drug production
and allows them to recover the invested money
(39).

After the patent expires, the drug can be
reproduced under a generic brand name and sold
to a lower price (40).

Health insurance and universal healthcare
services have different coverages and more
Filipinos are registered in the health insurance
service provided by the government (41).

Active pharmaceutical ingredients used in the
manufacturing and production of medicines and
other pharmaceutical products are imported,
according to industry experts and the Philippine
Food and Drug Administration. The only
materials that are sourced locally are sugar,
packaging supplies such as capsules, which is
used as an additive in the drug formulation. As a
result, it's possible that fewer pharmaceuticals
are developed and locally produced (42).

Generic drugs are cheaper than branded drugs
and may even cost as much as 85% less
compared to the branded drugs (43).

Consequences from inflation rates include
income equality which is in favor of the capital
owners, a surge in economic uncertainty and
volatility, and a decline in long-term
expenditures. In addition, this exchange
between inflation and welfare was viewed as a
key economic consequence of inflation (44).
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4. Conclusion

Consumer prices rarely increase faster than expected, healthcare inflation and the situation today caused a big impact on the broader economy. Labor
shortage in healthcare, demand of service, higher cost on medication all due to sudden increased of inflation (21). Inflation as we know it is already
happening, it is up to the government's hands to act to mitigate and slow down the inflation rate that affects different markets, which may crash the
economy. Inflation crisis may not be resolved in a short timeframe but requires a series of good decisions and a long-term plan for covering all the factors
for resolving inflation (45).

The government in Vietnam, which officially relied on a planned economy, began to promote innovations and, most intriguing, an entrepreneurial
mindset, which is fundamental to the capitalist economy itself, even as a market mechanism made its way into the heart of the country’s economic growth
(46). In the Philippines in order to combat the inflation crisis is to enact a monetary policy action by the Bangko Sentral ng Pilipinas, and adjust the
interest rates and the money reserve requirements to be increased or decreased (47). As the ASEAN is mostly composed with countries of relatively
smaller governmental dominance on economics, the main contributor to decrease the effects of inflation is to build stronger commitment mechanism (48).
The current pace of the economy is continuously at a fast rate, as economic growth changes so does consumers' behaviors and needs (49). Consequently,
the pharmaceutical industry and its market are growing steadily (50). It is important to for reviews such as this kind to hone awareness and knowledge for
as to how the economic status and stability of a country greatly influences the growth of its healthcare system as well (51).
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