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Conclusions

* |Innovation has many attributes
 What is known / needed varies by disease
* R&D process has been changing

3 potential incentive mechanisms (APC, TIPR,
TFT / PRV)
— Transferability to incentivise small companies
— Applicability to drugs, vaccines, diagnostics
— Ability to match innovation need

Are complementary to PPPs
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Characteristics of innovation in pharmaceuticals
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Table 6.2 Characteristics of innovation needed for neglected diseases
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Figure 5.1 Major sub-components of R&D activity through to consumption
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Table 6.1 . Design characteristics of the three schemes

Design issues: Advance Purchase Transferable Fast Track (PRV) Transferable IPR

Credibility - overcomes time inconsistency - overcomes time inconsistency - overcomes time inconsistency
- no track record on delivery - uncertain value of potential - little uncertainty for
blockbuster maunufacturers of potential benefits
- uncertainty about future regulatory - track record on additional IPR
environment
Setting price - only rewards success - only rewards success - only rewards success
- donors set the price - legislation sets the price/reward - legislation sets the price/reward
- rewards serendipitous/philanthropic- rewards serendipitous/philanthropic - rewards serendipitous/philanthropic
innovation that may have occurred innovation that may have occurred innovation that may have occurred
anyway anyway anyway
- potential for a “ratchet effect” - additional value of speeding - deadweight loss due to delayed
on price potential blockbuster to market generic entry

- equity issue in terms of who pays
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Table 6.1 . Design characteristics of the three schemes

Design issues: Advance Purchase Transferable Fast Track (PRV) Transferable IPR
Specification - marketing authorization required - marketing authorization required - marketing authorization required
- specification set by donors - legislation to set eligible diseases - legislation to set eligible diseases
and indications and indications
Subsequent - rules for subsequent entrants - any product meeting legal criteria - any product meeting legal criteria
entrants - difficult to get incentives right - gets reward, overpayment danger *° gets reward, overpayment danger
- better products are used - better products are used - better products are used
Ensuring use - company has to deliver product - company has to offer free licence - could require licence offer
- may be co-payment - fund needed to buy at - fund needed to buy at
manufacturing cost manufacturing cost
- need health system to deliver - need health system to deliver - need health system to deliver
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Strengths and weaknesses

APCs can most easily be fine tuned and hence
may be most cost-effective

TIPR has most credibility with the industry

TFT /PRV delivers efficiency gains to developed
countries

All can be made complementary to existing
“push” approaches such as PPP funding

They are not mutually exclusive measures

Could be designed to address different
iInnovation needs




