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Executive Summary 

 
This study presents a diagnostic framework and methodology to evaluate a pharmaceutical 
system’s vulnerability to corruption and to determine which corrupt practices can have a major 
impact on the system’s ultimate efficiency. We thus provide: (a) a systematic and quantifiable 
assessment of the extent to which a country’s pharmaceutical system is vulnerable to corrupt 
practices; and (b) the identification of potential actions to increase the system’s resistance to 
corruption, and ultimately, improve access of the population to good quality, essential medicines.   
 
The diagnostic framework and methodology permit users to identify key decision points in the 
pharmaceutical supply and distribution system (registration, selection, procurement, distribution, 
service delivery and use); assess the extent to which a country’s current policies and practices at 
each of these key decision points make the system vulnerable to corruption; and understand the 
range of options that could reduce this vulnerability.  This diagnostic tool has been designed for 
use by World Bank health specialists involved in health lending operations that include 
pharmaceutical components, and their national counterparts to help them identify points of 
vulnerability in the pharmaceutical system, address these points, and thus help ensure that 
pharmaceutical expenditures are maximized.  While developed in the context of the health 
systems of Latin America and the Caribbean (and implemented in a pilot study in Costa Rica), 
the methodology can be modified with ease so that it is applicable to other regions. 
 
We present both theoretical and empirical explanations to illustrate the potential vulnerability of 
a pharmaceutical system to corruption and then provide policy recommendations based on our 
findings. In our theoretical section, we outline how the principal-agent problem, weak or non-
existent incentives for high quality performance, and information asymmetry about an agent’s 
characteristics can make decision points in the pharmaceutical system susceptible to corruption. 
In our empirical findings from our pilot study in Costa Rica, we used both qualitative and 
quantitative approaches to corroborate or reject our theoretical framework and, more concretely, 
to identify what decision points and processes are most vulnerable to corruption. The extent of 
the problematic topics in each decision area were then rated using a four-level format.  The 
recommendations proposed to address the identified weaknesses in the system were then 
prioritized according to their potential impact and feasibility.    
 
The implementation of the assessment tool and summary of results and actionable 
recommendations will allow administrative leaders to prioritize the reforms and changes required 
to maximize the system’s resistance to corruption.  Based on our findings in the Costa Rican 
pilot project, we argue that investments should generally be directed towards the weakest 
decision point in the  pharmaceutical system -- drug procurement -- and those specific processes 
in the other decision point areas with the most problematic weaknesses (e.g. policing capabilities 
under registration).  
 
In summary, the diagnostic framework and methodology which this study introduces can help 
health specialists and government decision makers prioritize those areas in the pharmaceutical 
system which need the highest investments.  This framework, in turn, helps to ensure that 
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investments in the pharmaceutical system are maximized and that access of the poor to essential 
medicines is improved. 
 
 
. 

 6



 
I. Introduction 

 
A. Motivation and Objectives 

 
Pharmaceuticals are critical to health systems, because, if they are readily available, affordable, 
of good quality, and used appropriately, drugs can provide a cost-effective solution to many 
health care problems. The availability of essential drugs at a reasonable cost is the basis for 
reducing childhood infectious diseases, maternal and perinatal conditions and controlling many 
of the illnesses that plague the poor throughout Latin America and the Caribbean.  Underscoring 
the need for a well functioning and affordable pharmaceutical sector is the fact that 
pharmaceuticals represent approximately 17% of public health expenditures in the Region.4 
Thus, waste associated with corruption in the pharmaceutical system can be a major drain on 
public coffers and have a severe impact on the poor, who depend on the public health system for 
their drug supplies.  The disparity in access to pharmaceuticals between rich and poor is likely to 
become more pronounced as the wave of new drugs and biopharmaceuticals in development 
enters the market and as the costs of treating formerly untreatable illnesses with new drugs are 
likely to increase faster than total pharmaceutical procurement budgets in public health systems.  

 
Transparent and institutionally strong pharmaceutical systems can contribute towards improving 
access of the population to pharmaceuticals. But, the pharmaceutical supply and distribution 
systems in developing countries often are not fully transparent and/or have weak institutions that 
can lead to corrupt practices. In the Latin America and the Caribbean region, there are a number 
of examples that substantiate this claim. For example, in one Central American country, 
inventory records showed that stock levels of oral ampicillin, antibiotic eye treatment and other 
products were intentionally oversupplied because government purchasers received special 
commissions for their purchases.5  Another example is the case of a well-known pharmaceutical 
manufacturer in Brazil that was found to be manufacturing sub-standard contraceptive drugs.6 
Additionally, a study of public hospitals in Colombia found that when formal bidding processes 
were avoided, drug prices were always higher.7  To avoid public health losses associated with 
practices such as these, pharmaceutical supply and distribution systems need to be transparent 
and strengthened institutionally, and positive incentives for ethical behaviour must be 
implemented for government officials in order to counteract potential gains from corruption.  

 
There are many definitions that are used for the term “corruption.”  For the purpose of this policy 
paper, we will simply employ the World Bank’s definition which defines corruption as 
“…behavior on the part of officials in the public and private sectors, in which they improperly 
and unlawfully enrich themselves and/or those close to them, or induce others to do so, by 
misusing the position in which they are placed.”  We assume that this definition is sufficiently 

                                                 
4 PAHO-WHO, Pharmaceuticals and Health Sector Reform in the Americas: An Economic Perspective, p. 29., 
January 1998. 
5 Managing Drug Supply, Second Edition, 1997, Management Sciences for Health. 
6 Jillian Clare Cohen, Back To Office Report: Brazil Pharmaceutical Sector, World Bank, 1999. 
7 Liliana Jarmilla Mutis, Presentation at “The Multisectoral Approach to Improve Ethical Business Practices: A 
Contribution to Improving Access to Medicines in Latin America and the Caribbean,”  Washington, DC, 
September 14, 2000. 
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broad to cover specific acts of misfeasance in the pharmaceutical system, such as the theft of 
public pharmaceutical supplies. 
 
The study of corruption in the pharmaceutical system is rarely addressed by policy makers 
because of the difficulty in distinguishing inefficiency and poor management from corruption.  
Furthermore, there is limited empirical evidence to clearly support claims of corruption.  We 
believe that unless efforts are made to research the potential vulnerabilities of corruption in the 
pharmaceutical system, we implicitly accept corrupt behaviour and practices.  In addition, 
international health crises, such as the HIV/AIDS epidemic have made it clear to governments 
that disparities in access to effective, but often costly, drugs can create significant rich/poor 
divides regarding access to health. Therefore, it is important to evaluate and develop anti-
corruption policies to ensure that limited pharmaceutical budgets are used as efficiently as 
possible.  Equally important, the success of health sector reform efforts in Latin America and the 
Caribbean is strongly influenced by the governments’ abilities to improve the performance of 
their pharmaceutical systems.   
 
This study aims to fill the gap and contribute to a long-standing policy issue that has been little 
addressed in health research by either policy makers or academics, and to foster discussion and 
further research in this area.  It uses a qualitative and quantitative methodology to evaluate 
transparency, governance and outcomes related to the pharmaceutical supply chain.   We write 
this paper with the view of providing information to government officials and health policy 
specialists who need to address issues in the pharmaceutical system. For this reason, we apply 
basic economic concepts to ensure understanding. 
 
The objectives of this study are to provide a diagnostic framework and methodology to evaluate 
a pharmaceutical system’s vulnerability to corruption and to determine which corrupt practices 
can have a major impact on the system’s ultimate efficiency.  This will involve: (a) a systematic 
and quantifiable assessment of the extent to which a country’s pharmaceutical system is 
vulnerable to corrupt practices; and (b) the identification of potential actions to increase the 
system’s resistance to corruption, and ultimately, improve access of the population to good 
quality, essential medicines.   
 
The diagnostic framework and methodology permit users to identify key decision points in the 
pharmaceutical supply and distribution system; assess the extent to which a country’s current 
policies and practices at each of these key decision points make the system vulnerable to 
corruption; and understand the range of options that could reduce this vulnerability.  This 
diagnostic tool has been designed for use by World Bank health specialists involved in health 
lending operations that include pharmaceutical components, and their national counterparts to 
help them identify points of vulnerability in the pharmaceutical system, address these points, and 
thus help ensure that pharmaceutical expenditures are maximized.  While developed in the 
context of the health systems of Latin America and the Caribbean, the methodology also is 
applicable to other regions. 
 
This paper is organized as follows. In section one, we introduce the paper, discuss its motivation, 
and present its objectives and context. This section also reviews the literature on corruption in 
the health sector and describes how this paper contributes to the existing literature on the subject.  
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Section II presents principles from institutional economics that help explain why select decision 
points in the pharmaceutical system can be vulnerable to corruption. Then, the range of common 
policies and practices at each of the key decision points in the pharmaceutical system is 
described, and their vulnerability to corruption is assessed based on the core principles 
articulated earlier.  Section III presents the results of a case study in Costa Rica where the 
methodology was applied during the project’s development and presents recommendations to 
reduce potential corruption in the pharmaceutical system, based on the vulnerabilities diagnosed 
and suggests future work that may be required to further the findings presented in this study.  
Lastly, in Section IV,  we present our conclusions.  

 
B. Literature Review of Corruption and Corruption in the Health Sector 

 
In recent years, the issue of corruption, and the development of public policy to mitigate the 
effects of corruption, have moved towards center stage of development economics.  There is a 
wealth of literature that has addressed the subject of corruption in general and, more specifically, 
the relationship between corruption and development.  The existence of corruption can aggravate 
the inequality between rich and poor in access to health and other services by squandering public 
funds that provide the basic services the poor rely on.  The greater reliance of the poor on public 
services in countries with both public and private providers of such services places a 
disproportionate burden of corruption on the poor.  
 
This section is limited insofar as it will review a small selection of relevant recent literature to 
provide a context for this study. The economic literature on corruption is divided into two 
distinct strands that examine whether corruption impedes development or promotes efficiency.  
Research in these two areas provides support for each of these contradictory theories, as well as 
examines the consequences of corruption, which has inspired both theoretical and empirical 
studies, as well as a sizeable body of non-technical work.   
 
We start with the work of Becker and Stigler (1988) who argue that given that a cost is incurred 
in eliminating corruption, the optimal or efficient amount of corruption is always greater than 
zero. Using formal economic models, the study of corruption has been advanced by Krueger 
(1974), Rose-Ackerman (1975, 1978, 1999), Shleifer and Vishny (1993, 1994), Bliss and Di 
Tella (1997), and Mookherjee and I. P. L. Png (1995) among others.  Shleifer and Vishny (1993) 
employ a simple model to illustrate that centralized corruption is less damaging to efficiency 
results than decentralized corruption.  This model also compares the distortion from corruption to 
that of taxation and finds that efforts to maintain its secrecy make corruption more likely to 
create distortions than taxation.  Bliss and Di Tella examine the relationship between corruption 
and competition.  They find that while corruption, under free-entry, affects the number of firms 
in equilibrium, increases in competition may not lower corruption.  In their study, Mookherjee 
and Png examine the tradeoff among corruption, pollution, and enforcement in a model of public 
inspectors and polluting firms.  Their model shows that the elimination of corruption requires a 
significant increase in the penalty for corruption (or reward for ethical behaviour), or a 
simultaneous increase in the penalty on the bribe-giver and decrease in the penalty on the bribe-
taker.    
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Another school of economic thought explains corruption by multiple equilibria.8  This suggests 
that initial conditions are of great importance.  However, evidence that initial conditions matter is 
somewhat less than satisfying, given that one would like to know how an economy reaches one 
particular equilibrium as opposed to another.  A number of theoretical economic models 
rigorously derive the means by which a particular equilibrium is reached.9  Beyond the 
theoretical studies of the consequences of corruption, a significant body of empirical work has 
established the negative effects of corruption.  The empirical studies began with the work of 
Mauro (1995).  Mauro’s innovation was to employ a cross-country corruption data set developed 
by Business International to associate economic growth rates with the level of corruption.10 

Business International’s index ranks countries based on perceptions of how frequently corruption 
was required in business transactions.  Mauro demonstrated that high levels of corruption are 
correlated with lower levels of investment and lower growth rates.  Additional studies followed, 
using the same data.  Hines (1995) utilized the index to show the detrimental impact of the 
Foreign Corrupt Practices Act (1977) on U.S. companies operating in foreign countries. 
 
Important contributions were also made by Ades and Di Tella (1994) which draw on the index to 
consider how the competitiveness of the economy affects a country’s corruption ranking.  They 
posit that more competitive countries should be less corrupt and show results consistent with this 
theory.  Kaufmann, Kraay, and Zoido-Lobatón (1999) move beyond the single index to 
aggregate multiple indices using an unobserved components methodology.  With data on more 
than 150 countries, they confirm the strong linkage between better governance and better 
development outcomes.  Studies utilizing the Business International ranking and other indices 
continue to proliferate.11  
 
There is, however, a limited amount of literature which examines the impact of corruption in the 
public health system generally and the pharmaceutical sector, more specifically.  Still, a few 
scholars have begun to address the subject.  Klitgaard (June 2000), for example, describes an 
actual example of a government pharmaceutical/healthcare agency that experienced a complete 
disintegration as a result of corruption.  Another pharmaceutical-specific study is one by Cohen 
and Carikeo (2001).  They study the use of an electronic bidding system for pharmaceutical 
purchases in Chile.  Contrasting the innovative Chilean system to other procurement practices, 
the authors argue that outcomes are greatly improved by the adoption of good incentive 
structures for public officials and the reduction of informational asymmetries through the posting 
of drug prices on the internet.   
 
In addition to these papers, a number of studies on corruption in the health sector in Latin 
America are collected in a recent collection of studies for the Inter-American Development Bank 

                                                 
8 The work of Andvig (1991), among others, is representative of this literature.   
9 These include Oliver Cadot (1987), Arye L. Hillman and Eliakim Katz (1987), Jens C. Andvig and Karl O. Moene 
(1990), Raaj Sah (1988), and Jean Tirole (1996).   
10 It is important to note that one problem with this data set, and all indices, is that it is based on the subjective 
perceptions of individuals or groups.  Bardhan (1997) and Di Tella and Savedoff (2001) describe this problematic 
nature of this aspect of the data.   
11 Additional studies include Loayza (1996) on the unofficial economy; Knack and Keefer (1997) on the importance 
of strong property rights regimes and the importance of government institutions; Tanzi and Davoodi (1997) on 
public investment; Wei (1997) on foreign direct investment; Johnson, Kaufmann and Zoido-Labatón (1998) on the 
unofficial economy; and Tanzi (1998).   
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(2001).  Concentrating on corruption in the public hospitals of Latin America, the collection 
contains studies from Bolivia, Argentina, Peru, Costa Rica, and Venezuela.  The authors of one 
of these studies note that the challenges of corruption are “…essential for public hospitals, and 
the health sector more generally, because these facilities manage large amounts of public 
resources, provide public services that are of critical importance, and play a significant role in 
sustaining confidence in public institutions.12” Through the case studies the book reveals that data 
can be collected and analyzed to explore differing forms of corruption.   
 
Based on surveys of doctors, nurses and patients, each of the studies sets out to determine the 
most pervasive forms of corruption in public hospitals, estimate the cost of the corruption, and 
examine the link between incentive structures and the nature of corruption.  Taking advantage of 
the differing methodologies of the case studies as well as comparisons across countries, the 
analysis provides both descriptions of and explanations for differing levels of corruption.  The 
general results emerge as the lack of evidence for higher wages as a means of discouraging 
corruption,13and the potential role of detection and sanctions in the prevention of corruption.  
One of the abuses examined in four of the cases (Argentina, Bolivia, Colombia, and Venezuela) 
was the overpayment for hospital supplies.  Using hospital records on a selection of 
homogeneous supplies, the authors found that, notwithstanding standardized pricing policies, the 
prices paid for such supplies varied significantly across hospitals in all countries studied.  The 
studies compared the ratios of high-to-low purchase prices and found the ratios varied from 3:1 
to as much as 35:1.  Controlling for differences in other factors (such as quality and credit 
terms), the authors found that the discrepancies can only be explained by mismanagement or 
corruption.     
 
Outside of the academic literature, the pharmaceutical industry and international agencies have 
done some work on the issue of pharmaceuticals and corruption. The World Health Organization 
(WHO) describes the need for pharmaceuticals, noting that fully one-third of the global 
population lacks regular access to high quality essential drugs.  The WHO identifies poor 
procurement practices and corruption as contributing factors to the risk of corruption, but 
provides only vague recommendations (WHO April 2000).  Finally, in Managing Drug Supply, 
Management Sciences for Health (MSH) identifies such areas of potential corruption as 
manipulation of drug selection, weak security management, and poor appointment procedures of 
key staff. MSH does provide general suggestions for the prevention of corruption and theft, but 
lacks methodological specifics (MSH 1997).   
 
 
The Contribution of this Study to Existing Literature 
 
This study will contribute to the existing body of literature on corruption in a number of ways.  
First, it will fill in an important gap in the literature by focusing exclusively on the issue of how 
corruption can impact the pharmaceutical system, a subject that has been little addressed by 
policy makers and scholars. Second, the study provides a diagnostic framework and 
methodology that policy makers can apply to identify potential vulnerabilities in a 
pharmaceutical system to corruption and, importantly, quantify the level of these potential risks 
                                                 
12 Di Tella and Savedoff 2001,  “Shining Light in Dark Corners,” p.17.   
13 This has been established in previous studies, most notably Van Rijckeghem and Weder (1997).   
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to corruption.  This methodology has been designed so it can be applicable in any country 
context, irrespective of differences in the pharmaceutical system. Third, it provides empirical 
evidence about the risk of a specific pharmaceutical system to corruption (the case of Costa 
Rica) using the aforementioned methodology. Finally, it highlights future research issues for 
policy makers to advance in light of the findings presented.  

 
II. How to Explain Corruption in the Pharmaceutical System  

 
The pharmaceutical system is susceptible to corruption for a number of  reasons. These include 
the high degree of government involvement in its regulation. The incidence of corruption is 
found to be higher when state involvement in the economy and bureaucratic interventions are 
pervasive.14 In addition, the wide information asymmetries between the patient and the 
physician, the often poorly defined and documented processes that comprise the system, the 
limited institutional checks in many countries and the size of the market and economic interests, 
all contribute to the potential for vulnerability in the pharmaceutical system.  
 
We approach the vulnerabilities in the pharmaceutical sector in three ways in this policy paper. 
First, we provide a theoretical explanation for potential vulnerabilities in the pharmaceutical 
system by turning to institutional economics as a theoretical framework. Institutional economics 
can help illuminate the causality of corruption in the pharmaceutical system. In view of that, we 
examine: the principal-agent problem, weak or non-existent incentive structures for high quality 
performance and information asymmetry about an agent’s characteristics. Second, we provide a 
practical overview of various decision points in the pharmaceutical system and possible 
weaknesses in the decision-making processes that can result in vulnerabilities to corruption. 
Third, we employ qualitative and quantitative data based on surveys undertaken in Costa Rica to 
determine how the empirical evidence corresponds to the theoretical assumptions.  
 
A. What Motivates Corruption: A Theoretical Framework From Institutional 

Economics 
 
Key Principle One:  The Principal-Agent Problem 
 
Principal-agent problems are common when those who must implement the policies have 
objectives of their own or feel that they will be hurt by the policies they are supposed to be 
implementing.  Therefore, in the process of implementation, the policies may become changed or 
distorted and the final results may differ patently from the anticipated results.15  The principal-

                                                 
14 Ian E. Marshall, “ A Survey of Corruption Issues in the Mining & Mineral Sector.” Mining, Minerals  and 
Sustainable Development Project, International Institute for Environment and Development, London, 2001, p. 27. 

15     Vito Tanzi, “The Changing Role of the State in the Economy: A Historical Perspective” IMF Draft Seminar Paper, 
May 30, 1997. It is important to mention that the principal-agent problem, for Tanzi, is only one of  seven possible 
criteria which he identifies as criteria which will distort policy intentions.  The other six are (1) The fact that the public 
sector is not monolithic and there are competing centers or enclaves of policy making; they all have different visions of 
what policies will serve the public interest best; (2) public policies are not consistent in space or time; (3) there is the 
likelihood of rent-seeking or influence of pressure groups; (4) those who make policy decisions may not have an 
understanding of how the economy really works (he is considering economic policy); (5) actions may not be reversible; 
and, (6) the bureaucracy may be inefficient or corrupt or both. The main weaknesses with these criteria are that they are 
not clearly defined and/or they spill over into each other. For example, the principal-agent problem can be a reason for 
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agent problem arises when agents have some information that principals cannot observe directly.  
An agent knows his motivations and capacities and can observe some things that the principal 
cannot. This can lead to the lax enforcement of laws and regulations and result in the sub-optimal 
functioning of pharmaceutical systems. For example, quality assurance procedures may not be 
implemented, public drug purchases may not correspond to the real drug demands of the 
population, and drug supplies may become diverted from the public sector and used privately. 
Thus, the principal-agent problem can influence how well pharmaceutical policies are 
implemented in practice and it can help explain corruption as opposed to inefficiency when there 
are differences between expectations of policy makers and the actual policy outcomes. 
 
 
Key Principle Two: Weak or Non-Existent Incentives for High-Quality Performance   
 
Further conditions can prove detrimental to the good functioning of the pharmaceutical system 
and call for the appropriate design of good incentives for high quality performance. One of these 
conditions, which can be a stumbling block for the appropriate functioning of the pharmaceutical 
system, is the moral hazard problem. This principle applies when an agent’s action is not 
verifiable or when the agent receives private information once the relationship between the agent 
and the principal has been formed.  Moral hazard relates to those endogenous variables which 
cannot be directly observed or perfectly controlled.  Given the moral hazard problem, public 
officials may have little incentive for high quality performance and may calculate that the costs 
of engaging in corrupt behavior are less than the likelihood of being detected.  Moral hazard 
problems can be better controlled by the implementation of specific incentives that can reward 
good performance.  The right incentive structure can thus serve as a check against a situation of 
incomplete information.  Another possible solution to the problem of moral hazard is to 
systematically use the services of an external auditor or supervisor.  Although this may be costly, 
since the supervisor must be paid, it allows for the establishment of a control and punishment 
mechanism that can dissuade public officials from corrupt behavior because the risk of sanctions 
is greater than the probability of corruption not being detected, thus lowering the expected 
benefit of unethical practices. 
 
A further condition that can produce adverse results for the pharmaceutical system is a monopoly 
situation or non-competitive situation.  Literally, the term "monopoly" means a situation in 
which a business enterprise in a given market is in a competition-free environment or enjoys 
overwhelming domination to exclude competition.  In the pharmaceutical system, a temporary 
monopoly is guaranteed to research and development firms through the application of patent 
protection for a limited period of time.  A monopoly is potentially a detriment to access of the 
population to medicines because it excludes price competition that can take place once a drug is 
off-patent and generic producers are able to compete in the market and, ideally, drive the price of 
pharmaceuticals down.  Monopolies clearly place the greatest burden on the poor, who 

                                                                                                                                                             
why the bureaucracy is corrupt or inefficient. All the same, Tanzi’s criteria are useful to illuminate the need for policy 
makers to factor in the institutional environment in their policy agendas, and to consider what the relationship is 
between institutions and individuals within them, and how this can have a  significant  impact on public policy 
outcomes. 
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proportionately spend the greatest amount of their household income on pharmaceuticals.  In the 
pharmaceutical system, a “monopoly” may also exist on the purchaser side (this is known as a 
monopsony).  The consolidation of buying power on the purchasing side is non-problematic if 
the government is able to purchase and distribute medicines efficiently and honestly. On the 
other hand, it is less than optimal if the government is unable to control against potential 
corruption risks and/or is inefficient.  
 
 
Key Principle Three: Information Asymmetry About an Agent’s Characteristics 
 
Information asymmetry is defined as when one party knows certain relevant information of 
which the other party is unaware.  Information asymmetries are present in the pharmaceutical 
system in a number of ways. For example, a regulated pharmaceutical company knows more 
about the market in which it operates than the government.  In addition, a pharmaceutical 
manufacturer knows significantly more about its true costs of production than a government 
regulator that typically is responsible for setting drug prices in the market.  Information 
asymmetries can also be found between the supply and demand sides of pharmaceuticals.  There 
may be a gap between the quantity and types of drugs which are being supplied to the population 
and its real health demands.  The existence of asymmetric information between the various 
parties in a market can result in inefficiencies in the market equilibrium or in some case, the non-
existence of equilibrium.  In concrete terms, the discrepancy between drug procurement and true 
market needs can lead to disruptions in the supply and distribution of medicines to the population 
or the provision of insufficient quantities and/or types of medicines to the population. 
Information asymmetries can also limit the knowledge the principal has about the agent’s 
characteristics.  This is explained as adverse selection in institutional economics. 
 
Adverse selection can be present when an agent’s informational advantage concerns his or her 
own characteristics and also when there is information asymmetry between the principal and an 
agent.  For example, a public official is better informed about his own characteristics (e.g. honest 
or dishonest or hardworking or lazy) than the government agency that hires him to perform a 
public duty.  In the pharmaceutical system, as with any other sector, the likelihood of corruption 
is greater if dishonest public officials are hired than if honest public officials are hired.  
Governments cannot know all the information about the public officials they hire for a duty but 
they can try to reduce their informational disadvantage prior to the actual hiring. Possible 
mechanisms to reduce information gaps are background checks on candidates and rigorous 
interviews in the job selection process. 
 
In sum, we have identified three key economic principles that can be applied as an organizing 
framework for understanding the vulnerability to corruption at select points in the 
pharmaceutical system. Corrupt practices at each one of these decision points in the system can 
adversely affect the functioning of the pharmaceutical market unless they are counterbalanced 
with an appropriate mix of incentive structures and transparent processes.  In the following 
section, we move from the theory into the practice, describing the basic decision points in the 
pharmaceutical system and what in practice may foster vulnerabilities to corruption in them. 
 
 

 14



B. Analyzing the Pharmaceutical System:  Critical Decision Points and Potential 
Weaknesses  

 
Corruption in any one of the critical decision points in the pharmaceutical system can be 
detrimental to a country’s ability to improve the health of its population by limiting access of the 
population to high quality medicines and thereby reducing the health gains associated with the 
proper use of pharmaceuticals.  The diagram below illustrates critical points in the 
pharmaceutical system: selection, distribution, procurement, service delivery and use. These 
areas correspond to the stages of the pharmaceutical system and will provide the overarching 
framework for analysis of vulnerability to corruption and good governance.   Each one of these 
decision points is discussed below and used as an organizing framework for our empirical study 
on Costa Rica. 

 
 Key Decision Points in the Pharmaceutical System. Drug management arrangements 

in countries vary with regard to the role of the public and private sectors in financing, 
distribution, dispensing and use of drugs, and the incentives for efficiency for both the 
government and the private sector. Pharmaceutical coverage for a country’s population involves 
a highly regulated and technically-complex system.  This system must ensure demand for 
medications is met in a timely manner with high quality and efficacious 
 

Figure 1.  Key Decision Points in the Pharmaceutical System’s Value Chain 
 
  

ugs.  The system must also allocate its limited resources efficiently in order to expand 
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coverage to the greatest number of inhabitants or to uncovered diseases.  The varied and highly 
specialized skills necessary for the functioning of a pharmaceutical system require the oversight 
and operational infrastructure of several government and private institutions.  The logical flow of 
the pharmaceutical system, however, entails the sequential operation of five principal areas of 
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activity: 1. Registration; 2. Selection; 3. Procurement;  4. Distribution;  and  5. Service Delivery 
(see Figure 1).   
 

Registration, the first decision point in the pharmaceutical system, evaluates a drug’s 
efficac

election, the second decision point, focuses on covering the population’s morbidity 
profile

rocurement is the principal interface between the public system and the suppliers of 
drugs. 

istribution in the pharmaceutical system must ensure drugs are allocated and 
transpo

ervice Delivery is the last decision point we highlight.  Service delivery is the interface 
betwee

y against a specific disease and the potential side effects.  The process also determines the 
restrictions of labeling, marketing, use, warning and prescription requirements for the drug.  The 
primary role of the registration process is a regulatory one. 

 
S

 efficiently.  The Essential Drug List establishes a country’s priority areas of treatments 
and usually aims to cover the most common diseases.  This area of activity requires the 
appropriate technical skills to be able to select which drugs will cover the most prevalent, or 
highest priority, diseases in the most cost-effective way.  This entails current knowledge of 
clinical studies, adverse drug reactions, morbidity profile shifts, and cost studies.  The primary 
role of the selection process is a prioritizing one. 

 
P
 The procurement process’ focus is to acquire the appropriate volume and quantity of 

drugs for the population in the most cost-effective manner.  This process involves inventory 
management, aggregate purchasing, the establishment of bidding contests, technical analysis of 
offers, allocation of resources, payments, receipts of drugs purchased and quality control checks.  
The primary role of the procurement process is one of purchasing and resource allocation. 

 
D
rted to and stored appropriately at all points where drugs will be dispensed to treat 

disease.  This system involves several levels, such as central warehouse, regional warehouse, 
pharmacy and service floor.  Information must flow through the system to control inventory 
movements and deposits.  In addition, the system must have storage facilities, including 
refrigeration units, to guarantee the integrity of the drugs.  The distribution process is one of 
transportation, storage and inventory control. 

 
S
n the health care system and the patients covered.  This area is staffed with physicians, 

pharmacists and nurses to guarantee diseases are identified and treated effectively.  This is the 
point at which patients should experience the benefits of the entire system.  Here physicians 
prescribe, pharmacists dispense and nurses administer drugs to treat patients.  Therefore, the 
primary focus of the area of service delivery is the effective treatment of disease. 
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1. The Supply Side of the Pharmaceutical System 
 
Decision Point One: Drug Registration 

Drug registration (also known as licensing) is a critical government function to ensure that the 
drugs registered fulfill standards of quality, efficacy and safety. It is also one of the most 
important market barriers to entry in the pharmaceutical market. The complexity of a country’s 
registration procedures corresponds to the sophistication of its pharmaceutical market. There are 
four levels in the development of a drug registration system.16The first level involves notification 
procedures, whereby standard information is made available for all products in the 
pharmaceutical market. The next level is the basic authorization procedure, where all drugs 
require a license if the product meets certain criteria. Third, is the full registration or licensing 
procedure, whereby a full evaluation of products is undertaken and demands data from the 
manufacturer. Finally, the fourth level of the drug registration system involves the re-evaluation 
of older drugs that are available in the market. 

 
The drug registration process can be vulnerable to corruption if procedures are not transparent 
and sufficient institutional checks are placed on those persons who are responsible for the 
registration of drugs in the market. Here are some examples of potential vulnerabilities: suppliers 
may pay government officials to register their drugs without the requisite information; 
government officials may deliberately delay the registration of a pharmaceutical product in order 
to favour market conditions for another supplier, or they may deliberately slow down registration 
procedures in order to solicit payment from a supplier.  

 
 

Decision Point Two:  Drug Selection 

Drug selection requires governments (and private insurance companies) to make decisions about 
what drugs can most cost-effectively treat the health needs of the majority of a given population.  
A common policy that is used in developing countries is the application of an essential drugs 
selection process. The World Health Organization (WHO) established the Essential Drugs  (ED) 
concept in 1977: “(E)ssential drugs are those that satisfy the needs of the majority of the 
population;  they should therefore be available at all times, in adequate amounts and quality, and 
in the appropriate dosage forms.”   The use of the ED concept can lead to better supply, more 
rational use and lower costs, and should therefore be a strategic objective for all institutions 
responsible for drug procurement.  

 
The selection of drugs for inclusion in an Essential Drug List may be vulnerable to corruption if 
the process is not transparent, because the manufacturers of the selected drugs stand to make 
considerable profit from the inclusion of their product on a drug formulary.  We will not run 
through the gamut of potential risks to corruption that this process can entail, but provide 
examples of some of the more common possibilities.  For example, to influence the selection 
process, special interest groups may offer private incentives to public officials to include 
particular drugs in the list.  If the drug selection procedures are limited, there is potential for 

                                                 
16 Managing Drug Supply, op.cit.,  “Pharmaceutical Legislation and Regulation” p. 95. 

 17



resistance from both drug suppliers whose products are removed from the procurement list and 
from doctors and patients, who prefer choices. Manufacturers or drug importers may also try to 
influence the choice in their favor through pay-offs or misinformation.  

 
Decision Point Three: Procurement  

Estimating Pharmaceutical Requirements.  A critical area of drug management is accurate 
drug purchase quantification.  Preparing useful estimates are a precondition for adequate 
procurement and can help countries avoid having too low or excessively high inventory 
levels.  Quantification can also help governments avoid situations in which funds have been 
wasted by overstocks of a few essential drugs or low priority drugs for the epidemiological 
profile of the population.  Quantification methods and strategies are used to determine drug 
budgets; plan for new and expanding pharmaceutical programs; maximize drug budgets based 
on priority health problems and cost-effective treatments; and compare current drug 
consumption with public health priorities and use in other health systems. Drug quantification 
may not be systematically prepared because of weaknesses in drug management information 
systems.  A clear policy on the quantification methodology, preferably as part of a national, 
regional, or institutional drug policy, can limit the discretion that individuals and groups have 
to inflate estimates and provide a check on the decision making process.  As an additional 
institutional check, the Drug Therapeutic Committee (DTC) at the national, district or health 
facility level, usually already responsible for selection of essential drugs, should have the final 
authority in approving the outcome of a quantification effort. 
 
Optimal Procurement Systems. The procurement of publicly funded drug supplies is particularly 
susceptible to corruption because drug volumes are usually large and unit costs are high, thereby 
making such contracts very lucrative for suppliers.  In the procurement process, domestic or 
international suppliers may pay public officials bribes to gain monopoly positions in the tender 
process.  Biased procurement methods can also be employed, such as the use of a restricted 
tender or direct purchase when there is no emergency to justify it.  To counter potential risks of 
acts of corruption, a well designed and transparent procurement system must be in place. 

 
Procurement officials should concentrate on ensuring that the best price possible is paid for high-
value, good quality priority products.  A quality procurement system needs to address and 
monitor the actual (i.e., total) purchase price of supplies, hidden costs due to poor product 
quality, poor supplier performance or short shelf-life, inventory holding cost at various levels of 
the supply system, and operating costs and capital requirements for the management and 
administration of the procurement and distribution system.  Large procurement volumes 
generally result in better prices and contract terms for purchasers.  The pooling of procurement 
volume from many health facilities or from several states or countries, the restriction of the drug 
selection, and the elimination of duplication within therapeutic categories, can lead to higher 
volumes for single items and, potentially, lower drug prices if the procurement process is 
executed sufficiently well.  Costa Rica, Bolivia, and the East Caribbean countries are examples 
of countries in Latin America and the Caribbean that have centralized pharmaceutical purchasing 
systems for broadly used drugs.  

 
Procurement procedures must be transparent, following formal written procedures throughout the 
process and using explicit criteria to award contracts to reduce the risk of corruption.  World 
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Bank criteria as per the Standard Bidding Document on Health Goods (2000) is a useful model to 
follow and is available through the World Bank website (www.worldbank.org).  Information on 
the tender process and results should be available in the public domain as a check against 
collusion and inflated drug prices.  Brazil, as an illustration, has recently begun to post prices 
paid for publicly procured pharmaceuticals on a website as a strategy to reduce drug prices. 
 
The Procurement Method.  A variety of drug purchasing methods are possible to use in the drug 
procurement process. Typically, health care programs use a competitive bidding program except 
for small volumes of drug purchases or emergency purchases.  The types of competitive methods 
include international procurement, local procurement and the use of local agents in international 
tenders. Procurement methods can be grouped into one of four basic categories which are 
described below.17  

 
First, an open tender procurement is a formal procedure by which quotations are invited from 
any qualified supplier on a local or worldwide basis.  It is subject to the terms and conditions 
specified in the tender invitation.  International Competitive Bidding (ICB) is defined as a tender 
open to all interested international manufacturers from World Bank member countries.  Second, 
in a restricted tender, interested suppliers must be approved in advance, often through a formal 
pre-qualification process. This pre-qualification process is generally open to any interested 
supplier.  It involves developing a list of registered suppliers based on past performance, 
references from previous clients and documentation of product quality and competence.  Third, 
in a competitive negotiation method, a buyer approaches a limited number of selected suppliers 
(generally a minimum of three) for price quotations. Buyers may bargain with these suppliers to 
achieve better prices or specific service arrangements.  The World Bank does not accept or 
recommend this method, since negotiations are always a source of lack of transparency and 
possible corruption. Finally, in the direct procurement procedure, buyers directly purchase from 
one source, either at the quoted price or at a negotiated price. This method is commonly used for 
emergency procurements.  

 
Each of these methods has varied costs and benefits. Provided that drug quality and service 
reliability are assured, competition should be increased to the point at which drug prices are as 
low as possible.  The "rule-of-five" for pharmaceutical pricing holds that generic prices generally 
are at a minimum when there are at least five generic alternatives on the market and that prices in 
tendering systems are at their lowest when at least five bids per item are offered.  

 
The Selection of Suppliers.  A drug procurement system should ensure that reliable suppliers of 
high-quality products are selected and that active quality assurance programs with both 
surveillance and drug testing are implemented. Pre-qualification and post-qualification 
procedures can help to eliminate sub-standard suppliers from the tendering process and thus help 
ensure the timely execution of tenders.  Pre-qualification of suppliers is usually determined by a 
broad-based procurement committee, composed of managers and technical staff, including 
quality assurance experts.  Establishing an initial list of pre-qualified suppliers per product is a 
time consuming process but ultimately saves time in the future.  

 

                                                 
17  Ibid. 
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The post-qualification system, on the other hand, evaluates the suppliers after bids have been 
received. With numerous offers from unknown suppliers, there may be long delays in awarding 
contracts because of the need to validate suppliers' capacity.  Evaluating new suppliers may 
include formal registration, inspection, reference checks, test purchases, and informal local 
information-gathering.  An important component of quality assurance is "traceability” which 
means that suppliers must be able to trace a product to its manufacturer transparently, while the 
latter must be able to trace the ingredients to their producers, again, transparently.  

  
Successful procurement offices ensure good supplier performance through a formal monitoring 
system which tracks lead time, compliance with contract terms, partial shipments, quality of 
drugs, compliance with packaging and labelling instructions, and other best practices described 
elsewhere.18  The information system also tracks the number and cost of tender contracts 
awarded and the cost of total purchases from the supplier by year and performance for each 
tender.  Pre-qualification tendering systems may keep sub-standard suppliers out of the tender 
process but this method is not free from the risk of corruption if the suppliers included on the list 
are not chosen by objective and verifiable criteria.  A post-qualification system, conversely, may 
inappropriately exclude qualified bidders, if a procurement agency wants to favour certain 
companies.  In both cases, detail persons or company representatives may seek to influence 
governments to purchase drugs that may not be appropriate, either economically or 
therapeutically.  Another option available to governments is to divide the tender for the same 
product between several suppliers. However, if this becomes a standard practice, there is the risk 
of collusion taking place between suppliers.  Dividing purchases for a single item among several 
suppliers reduces the ability of government purchases of obtaining volume discounts from any 
one supplier. The World Bank, in fact, does not allow this procedure when financing projects and 
does not recommend it to its client countries because it undermines the rationale for a bidding 
process and in both the medium and long  terms can result in collusion and/or higher prices on 
products from bidders. 
 

Management of the Tender Process.  The procurement of drugs requires a number of critical steps 
that can help ensure the purchase of good quality pharmaceuticals at competitive prices.  Once 
the tender documents are prepared, they should be reviewed by a third-party for fairness of bid 
criteria. Given the complexity of procurement documents, model documents are frequently used 
(e.g. World Bank model tender documents) and, if appropriately selected, are a good technique 
to mitigate against the risk of corruption in the process. The bid package that is sent out to 
suppliers that are either pre-qualified or who have expressed interest, should include tender 
documents and documents which provide further information on the tender (e.g. invitation to bid; 
instructions to bidders; the conditions under which bids are accepted; and the dates to be covered 
by the contract).  The receipt and disclosure of offers must include a rigid procedure that should 
include a clear deadline and an information system which tracks all the details of the tender 
process.  

 
General rules for any adequate procurement process include precise specification of product 
requirements and rigid enforcement of contract obligations.  Adjudication must be free from any 
influence from special interests, and it must be transparent, with written rules for the tender 
                                                 
18 Ibid.,  For a full overview of best practices in the pharmaceutical system. 
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process, including what criteria will be used to evaluate the offers, the disclosure of any special 
criteria, and the appeal period for rejected bidders.  To help minimize the risk of corruption in 
the drug procurement process, the announced closing date should be strictly adhered to.  Written 
records should be kept of all bids received, these records should include the date the bid was 
received and the person who was responsible for receiving the bid. Unopened bids should be 
stored in a locked, secure area until the closing date.  All bids should be formally, and ideally 
publicly, opened on a specified date, and opened bids should be logged in a ledger and numbered 
for future reference.  Furthermore, employees in the procurement office should assemble 
information for the tender board or procurement committee and make technical 
recommendations to them, but they should not make final contract decisions. Adjudication and 
awarding should only be made by the procurement committee or the tender board, with the 
results of adjudication, including the winning bidder and the contract price, available to all 
participating bidders and the public (such as through a posting on a website). 
  
The procurement office should be required to report regularly on key procurement performance 
indicators.  Standard indicators include the planned purchase volume compared to the actual 
volume consumed within a specified time frame, the prices obtained compared to the average 
international prices, the average supplier lead-time and service level, the percentage of key drugs 
in stock at various levels of the supply system,  and a report on drug shortages.  These indicators 
are useful as they also allow for the comparison of actual performance data with the targets over 
a time series.  Finally, the procurement office should be audited annually by a third party that is 
screened for professionalism.  The auditor should issue a statutory report in accordance with the 
legal regulations of the jurisdiction and in addition should issue a detailed Letter of Comment to 
the management of the organization and the appropriate public supervisory body.  The annual 
audit should be available publicly through a website or through a government public information 
office. 
 

Managing Quality.  Procurement procedures and systems must guarantee that the drugs 
purchased are of high quality and meet international standards because products can vary 
substantially in formulation and bioavailability, depending on the supplier.  When this difference 
is therapeutically significant, regular changes in suppliers can have consequences for product 
quality.  Even when new products are completely equivalent in content and effect, changes in a 
dosage form can be problematic, requiring patient and provider re-education.  An effective 
quality assurance system includes the selection of reliable suppliers, using existing mechanisms, 
such as the WHO Certification Scheme on the Quality of Pharmaceutical Products Moving in 
International Commerce, establishing a programme of product defect reporting, and, performing 
targeted quality control testing.  The selection of suppliers with a proven record of providing 
high-quality products can contribute to quality assurance, so long as the appropriate checks are in 
place.  When new suppliers are used, staff working in the procurement system should ensure that 
the products meet the requisite quality standards in the manufacturing process.19 

                                                 
19 Examples of corrupt practices include the dilution or repackaging of liquid preparations, omitting or 
reducing the quantity of pharmaceutical active ingredients, shipping products near the end of their expiry 
date, short-packing shipments, and shipping counterfeit drugs. 
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Decision Point Four: Drug Distribution 
 

A distribution system needs to ensure the timely delivery of appropriate quantities of drugs to 
health facilities where supplies are needed. Distribution and storage cost comprise a significant 
amount of drug costs, especially when drugs are distributed to remote locations.  Poor storage 
conditions can lead to losses due to both the diversion (corruption) and expiration of drugs 
(inefficiency).20  Direct losses can be caused by many breaches in the process, including 
incorrect transport and storage conditions, unnecessary stocks, expired stocks, and theft of drug 
supplies.  
 
There are a number of models for supplying drugs. First, the central medical store (CMS), in 
which drugs are financed, procured, and distributed by the government is most common in 
public-sector supply chains.  In this model, the government is generally the owner, financer and 
manager of the entire supply system.  A second model is the autonomous supply agency. An 
autonomous or semi-autonomous agency has more flexibility than the first model, but 
fragmentation of purchasing volume can increase prices in comparison with a centralized 
purchasing system.  A third model is the direct delivery system, whereby a government 
procurement office tenders for drugs and other supplies but the drugs purchased are delivered 
directly from the drug supplier to the health facility. This model helps reduce costs related to 
centralized  storage and transport from the government by shifting them to private suppliers. A 
fourth model is the prime vendor system.  In this system, a government procurement office 
tenders for two contracts, the first one is for drug sources and prices and the second one for 
supplying the drugs to stores and/or health facilities.  The party contracted for supplying drugs 
(prime vendor) is responsible for maintaining sufficient stocks to fill orders from regional and 
district stores, and/or health facilities.  Finally, drug supplies can be purchased and distributed 
through a fully private supply system. 

 
Transportation.  The distribution of drugs from entry into the country until the service delivery 
level involves clearing drugs through customs and transporting them to health facilities and 
medical stores. Unlike products that are non-perishable or indestructible, pharmaceuticals can be 
damaged by poor handling and inappropriate storage conditions.  They are also products that are 
susceptible to theft during the course of transport.  Efficient port clearance of drugs is often 
hindered by cumbersome or obsolete regulations and by poor systems and procedures used by 
customs and port authorities.  Port delays can be costly due to poor storage conditions in ports, 
which will result in reduced shelf life or complete loss of potency; an increase in the likelihood 
of theft; and the imposition of unnecessary storage fees. These delays can cause drug shortages at 
storage and dispensing facilities and extra expenditures on emergency purchases and cash flow 
problems, as capital funds are tied up.  

 
Opportunities for the diversion of goods are present in all stages of the storage and distribution 
system.  In wharfs and airports, shipments may be plundered by port workers or systematic crime 

                                                 
20 A well-designed and well-managed distribution and storage system aims to: maintain a constant supply of 
drugs; keep drugs in good condition throughout the distribution process; minimize drug losses due to 
spoilage and expiry; rationalize drug storage points; and use available transportation resources as efficiently 
as possible. 
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syndicates may steal large quantities from customs warehouses, airport fields and elsewhere.  
During transportation, drugs may be sold by drivers at markets along the delivery route; alcohol-
containing preparations may be consumed by delivery staff, and bottles refilled with water; large 
quantities may be diverted to the black market; or health facility staff may steal drugs for use in 
their own private practices or for their private use. 
  
Storage. Medical stores should manage the movement of pharmaceutical products from the 
source to the user in the least expensive way, and protect items from loss, damage, theft, or 
wastage.  Well-managed stores follow general storage principles and those that relate specifically 
to the storage of drugs. We outline a few of these below. Accurate inventory records, which 
provide information on current drug stocks and are used for forecasting future drug needs are a 
key component of a well maintained drug store and can help lessen the likelihood of corruption.  
Inventory models commonly used in drug supply systems are defined by the sequencing of 
orders placed. They include annual purchasing, scheduled purchasing (periodic orders at set 
times during the year), and perpetual purchasing (orders placed whenever stocks are low).  Each 
inventory system should monitor its performance with indicators and produce regular reports on 
inventory and order status, operating costs and consumption patterns.  Stock records are the core 
of an inventory management system and they are the primary source of information for 
reordering and reporting.  Inventory levels are usually calculated by using average monthly 
consumption; supplier lead time; safety stock level; stock on order; stock in inventory; and stock 
back-ordered to lower inventory levels.  
  
With the CMS model, opportunities exist for irregularities in financial management, 
quantification of requirements, management of tenders, warehouse management, transport, and 
security of drugs.  These problems often arise from political or administrative interference and 
civil service constraints on the disciplining or dismissal of poorly-performing or dishonest staff.  
Despite much knowledge on how to strengthen security, theft of stores continues to occur 
frequently in many health systems in the world, both in developing and industrialized 
countries.21 Accountability is often limited and many CMSs do not have adequate security.  In 
addition, low staff salaries and poor audits and controls can create an environment conducive to 
corruption because an individual may perceive that the payoffs of corrupt behaviour are greater 
than the risk of detection and punishment of corrupt practices. Corruption may be caused through 
the use of political appointees in senior management positions of autonomous medical stores, 
rather than professional managers appointed by an independent management board.  Similarly, 
for political reasons, governments frequently require agencies to retain staff members regardless 
of their ability or performance and regardless of whether the agency acts as a monopoly, with no 
pressure to maintain low prices, reliable service or high quality. 
 
The theft of medicines in warehouses is usually caused by several factors.  Improving security 
involves analyzing the sources of security breaches, developing methods for improving security 
and comparing the cost of security measures with the financial and public health costs of 
inadequate security.  Prevention mechanisms include professional storage management which 
involves limited access at all points in the distribution system.  The active use of an information 

                                                 
21 Ensor, T, Duran-Moreno, A. (2001) Corruption as a challenge to effective regulation in the health sector. 
In R. Saltman, R. Busse and E. Mossialos (eds) Regulating Entrepreneurial Behaviour in European Health 
Care Systems. Buckingham: Open University Press. (In print). 
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system to detect theft and trace the point at which the theft occurred is another measure22 that can 
help strengthen the resistance of pharmaceutical systems to corruption and the regular 
monitoring of medical stores.  

 
 

2. The Demand Side of the Pharmaceutical System 
 

Decision Point Five:  Service Delivery 

We differentiate in this section between poor or irrational prescription practices, whereby a 
health professional does not prescribe an appropriate medicine in accordance with scientific 
guidelines as a result of limited information (information asymmetry) or cultural practices, and 
corrupt practices.  The latter occurs when a health professional prescribes a medicine for the 
purpose of personal payoff instead of the real health needs of a patient.   

Prescription Practices.  The appropriate prescription of drugs requires that the health care 
providers follow a standard process, starting with making a diagnosis to define the problem 
requiring treatment, followed by defining a therapeutic goal, deciding which treatment is 
required, educating the patient on treatment compliance, and monitoring the drug treatment 
compliance and clinical evolution of the patient during a given period of time.  The therapeutic 
choice made should  be based on current drug and scientific therapeutic information. 

 
Still, the prescription of drugs is vulnerable to corruption in varied ways. For example, health 
professionals can prescribe drugs which are not based on a patient’s health needs but rather 
personal incentives for their own gain. This may include use of the physician’s medical authority 
to induce a patient  to initiate an  inappropriate drug treatment (supplier-induced demand) or an 
inappropriate level of drug treatment.  
 
The extraction of payments from patients is probably the most common form of corruption at the 
service delivery level, especially as in many developing countries hospitals and other health 
facilities tend to behave as local monopolies.  Extra payments sometimes significantly exceed the 
official price demanded of the consumer.  Another example of corruption at the service delivery 
level occurs when  health care providers issue false prescriptions or write multiple prescriptions 
for the same person or using false patient names, in return for a share of resulting sales on the 
black market.  Some health systems have many types of  regulations and controls on how drug 
manufacturers promote particular drugs to prescribers and patients.  In extreme cases, health care 
professionals may receive bribes from companies to increase the prescription of particular drugs.  
Another form of corruption may involve dispensers of pharmaceutical products.  Dispensers may 

                                                 
22 According to Management Sciences for Health (1997), there are a host of basic measures which include: 
strengthening inventory control systems and regular physical counts; consistent record checking with discrepancy 
reporting; systematic and orderly shelving; unique product and container identifiers; the responsibility for security 
to one person; the reinforcement of physical storage facilities; limit store access to accountable staff only; focus 
security measures on most popular pharmaceuticals; and, improve staff salaries and working conditions.  For 
further recommendations, see Annex I. 
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extract payments from patients when they require a commodity or service.  Similarly, they may 
be involved in the diversion of drugs and medical supplies. 
 
A Drug Utilization Review (DUR) board that reviews prescribing habits and offers feedback to 
health professionals can help to strengthen the pharmaceutical system and prevent the 
inappropriate use of drugs described above. The DUR can identify problems in the various stages 
of a drug use process: drug prescribing, dispensing, administration and monitoring.  A Drug 
Therapeutic Committee may review the results of the Drug Utilization Review and make 
conclusions regarding differences between current practice and benchmark practices, and 
recommend actions to improve knowledge or change behaviour.   
 
To mitigate against the risk of corruption in prescription practices, interventions that standardize 
how prescriptions are processed, such as through treatment guidelines and regular monitoring of 
the prescription practices of the health professionals, are needed so that any abnormalities can be 
detected and addressed. Regulatory strategies, such as prescription and dispensing restrictions, 
can also help to ensure that corruption is minimized.23 

 
Drug Use.  User fees are sometimes included at the service delivery level for health care 
provision as well as for pharmaceutical supply systems.  The purposes of user fees are to 
supplement general government revenues or insurance premiums and to help control drug 
utilization. User fees may create opportunities for corruption through the diversion of funds, 
unless specific safeguards are in place. For example, a patient may bribe a health professional to 
obtain drugs more quickly or simply particular drugs that are desired.  This kind of corruption 
obviously involves unethical behaviour on the part of the patient as well as the health 
professional and can reduce the ability of the health care system to deliver good quality, 
equitable and effective care.  Other forms of corruption at the patient level may include a patient 
feigning a sickness through fictitious symptoms in order to obtain particular drugs for resale or to 
give to another patient who lacks health insurance coverage, as well as patients visiting several 
health facilities to obtain multiple prescriptions for antibiotics, analgesics or other popular items. 

 
The pharmaceutical system is comprised of a number of critical decision points, all of  which are 
vulnerable to corruption unless sufficient transparency is present and institutional safeguards are 
in place. We have described five key decision points in the pharmaceutical system and the 
possible weaknesses in the decision making processes that could generate corruption.  Best 
practices in drug registration, selection, purchasing, distribution, service delivery and use do not 
guarantee the elimination of corruption in the pharmaceutical system but can certainly mitigate 
the risk of it occurring.  This is a realistic policy objective for decision makers and health 
professionals.  In the following section, we describe a methodology that will be applied at the 
country level, using Costa Rica as a case study, to these decision points in the pharmaceutical 
system to evaluate the vulnerability of different processes to the risk of corruption.  

                                                 
.23 For further information on prescription strategies, see Chapter 31 “Promoting Rational Prescribing” in Managing 
Drug Supply op.cit.: pp. 464-512. 
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III. Implementing a Diagnostic Tool to Detect and Measure Corruption in the 
Pharmaceutical System  

 
International experience shows that the solution to governance and corruption problems only 
begins with a sharp diagnostic tool to identify weaknesses and areas that are vulnerable to 
corruption. As a critical step towards tackling governance and corruption in the 
pharmaceutical system, we have developed a diagnostic tool that will allow for rapid 
assessment of the pharmaceutical system’s vulnerability to corruption.  This methodology was 
applied in Costa Rica over a period of two months.  This section provides a brief overview of 
the Costa Rican health and pharmaceutical system, outlines the methodology developed and 
reports the results.  
 
A. Overview of the Pharmaceutical System in Costa Rica 
 
The Costa Rican Social Security Institute (Caja Costarricense de Seguro Social – “CCSS”) is the 
government institution responsible for financing and providing public health care services in 
Costa Rica.  The Costa Rican health care system is based on the principles of universal health 
coverage for all citizens, regardless of economic or employment status.  The national health 
insurance system covers approximately ninety percent of the population, offering a broad 
package of health services to workers under a payroll contribution scheme and covering the poor 
and unemployed with government contributions.  The social security institute manages a network 
of 29 hospitals and nearly 100 health zones that include clinics and mobile teams of physicians 
nurses and technicians. 
 
The Ministry of Health is the steward and regulator of the health sector.  Its functions include 
public health initiatives, such as the control of vectors, coordination of vaccination campaigns, 
sanitation and operating permits, enforcement of the regulatory framework, epidemiological 
surveillance and oversight of research and technological developments in the sector.  In addition, 
the Ministry of Health plays a key role in regulating environmental matters, nutrition and the 
promotion of health.  The financing of the Ministry of Health comes from general taxes and 
specific earmarked taxes.  In 1995 the MOH transferred nearly all responsibility for provision of 
primary care to the CCSS, seeking to focus on the regulatory functions and policy development.  
This move followed efforts in the late 1970’s by the sector to consolidate functions and in which 
the MOH transferred all hospitals to the CCSS.   
 
Although a process is underway to separate the CCSS’s financing role from its role as health care 
provider, this process is still ongoing and many operational functions are still managed at the 
central level.  Among the functions that are still handled at the central level is the procurement 
and distribution of pharmaceuticals to the public hospital and clinic system.  The regulation of 
the pharmaceutical system remains a core responsibility of the Ministry of Health, although the 
Ministry of Health is still involved in the handling of psychotropic drugs.  Pursuant to the 
principle of solidarity, public drug supplies are available to any person in Costa Rica irrespective 
of their residential status.  
 
The CCSS operates its own pharmaceutical distribution system, which operates under a 
traditional centralized model – the central medical store (CMS).  This system has been in 
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operation since the establishment of the CCSS and its budget comes from the general 
government budget.  The management of public pharmaceutical supplies is institutionally 
divided in the CCSS between technical and operational support units.  The two principal 
departments are the Department of Programming, Control and Evaluation of Supplies 
(Departamento de Programacion, Control y Evaluacion de Suministros), responsible for 
assessing the pharmaceutical procurement needs of the CCSS, and the Department of Storage 
and Distribution (Departamento Almacenamiento y Distribucion), responsible for the storage and 
distribution of pharmaceuticals.  Both departments belong to the Department of Operations of the 
CCSS, and their full-time employees have civil servant status.  Within the Medical Department, 
the Pharmacotherapy Department (PD) is responsible for technical decision-making related to 
pharmaceuticals. The PD, more specifically, has a Pharmacotherapy Committee for selecting the 
drugs for the national Essential Drug List (well over 500 products).  The PD also is responsible 
for undertaking activities such as pharmacovigilance, prescriber education, and estimating the 
monthly drug quotas for all of the public sector institutions in the national health system.   
 
Pharmaceuticals are purchased mostly at the central level of the CCSS through a competitive 
bidding process.  However, certain drugs are purchased in a decentralized manner at the public 
hospitals with approved budgets.  Purchasing decisions are based on technical and economic 
criteria.  Technical criteria include quality, the registration status of drugs and their suppliers, 
and adherence to the criteria requested in the public tenders, etc.  Once offers pass the technical 
criteria screen, decisions are made based purely on price.  The procedures followed can vary for 
certain circumstances, such as when a depletion of inventory occurs or during health crises, at 
which times direct purchases may be made with prices negotiated directly with a single or 
several suppliers.  The budget for public sector pharmaceutical expenditures for the year 2002 is 
estimated at US$75 million dollars.  
  
The Storage and Distribution Department is responsible for all operational functions of the 
pharmaceutical supply and distribution system. The Department itself is sub-divided into four 
divisions according to different functional responsibilities: the first unit of the Department 
manages product receipts, the second manages the supply of drugs in the warehouses, the third 
manages the distribution and transportation of drugs, and the fourth manages any revisions in 
drug supplies and control.   The Storage and Distribution Department stores and distributes the 
drugs purchased by the CCSS at the central level to 29 public hospitals and approximately 115 
health facilities located throughout the country.   
 
Drug supplies for the national health care system are stored at the main central warehouse in and 
at a private rented warehouse space, both in the San Jose area. The warehouses should maintain a 
minimum of three to four month inventory of basic drug supplies.  However stock outs are 
frequent, partly due to the long purchasing cycle of approximately thirteen months, thus forcing 
the CCSS to carry higher inventory levels.  The Department also has a warehouse for 
orthopedics, raw material, and a regional warehouse in Puntarenas.  
 
In addition, drug supplies for the CCSS pharmaceutical system are purchased from private 
manufacturers, with the exception of a small amount of drugs produced by the CCSS at its own 
manufacturing facility in San José, Costa Rica (this production amounts to about 6% of the 
public sector drugs).  The Storage and Distribution Department contracts out on a yearly basis, 
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select drug supplies to 15 private pharmacies that distribute the drugs to CCSS patients. Drugs 
are delivered by truck from the central warehouse to the hospitals and public health facilities on a 
monthly basis.  Individual health units are responsible for communicating their drug needs to the 
central level by fax.   
 
As the health sector’s regulator, the Ministry of Health is responsible for the registration of 
drugs. The Office of Registration and Controls, which is part of the Ministry of Health, must 
gather the required technical expertise to evaluate drug registration applications. In addition, this 
office has policing capabilities to ensure that all drugs on the market are registered. 
 
B. Methodology 
 
In full collaboration with government officials, diagnostic surveys were carried out with public 
officials working in the CCSS and the Ministry of Health, health professionals in the health 
system, pharmaceutical industry representatives and users exiting public pharmacies.  The 
surveys were conducted by Sanigest Internacional, an international consulting company based in 
Costa Rica, from February to April 2002 under the World Bank’s supervision.  The diagnostic 
tools used for each group reflect recommendations by the World Bank on the formulation of 
tools for the diagnosis of governance.  The salient features of these tools include: (a) multi-
pronged approach: evaluating public officials, firms and users, complemented with hard data; (b) 
specially designed and tested closed questions; (c) observation of a conceptual framework that 
aims to uncover the incentive structure behind governance and corruption; and (d) local 
institution implementation.   
 
The surveys carried out include four main tools to evaluate the level of transparency and the 
susceptibility to corruption in each of the four principal activities involved in procuring and 
supplying pharmaceuticals to the general population.  The surveys were carried out 
simultaneously, focusing on evaluation interviews of public officials; industry interviews; focus 
groups with health care professionals; and user surveys.  In order to verify the responses during 
interviews, the diagnostic surveys are complemented with hard data including written 
regulations, evidence of compliance with regulations and documentation of transparent 
processes.  The following paragraphs summarize the objectives and groups targeted by each tool: 

 
Public Officials Interviews:  The purpose of the interviews with  the public officials 
survey was to obtain information on the process and outcomes at each stage of the value 
chain and to better understand institution-specific determinants of corruption.  The 
interviews were used as the context to obtain hard documentation that responds to each of 
the sixty six (66) questions regarding the four key areas associated with transparency and 
corruption:  (a) public information;  (b) consistency of process;  (c) access to entry; and 
(d) accountability.  In total, 35 interviews were carried out with the key institutional 
structures in the Ministry of Health and the Social Security Institute.  The specific 
questions related to registration, selection, procurement and distribution were allocated to 
the relevant department and the information was obtained during and after interviews 
with public officials.  
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Industry Interviews:  The purpose of this survey is to interview representatives of the 
pharmaceutical industry to obtain their perception and experience with public sector 
governance and corruption.  In parallel with the evaluation interviews, user surveys and 
focus groups, interviews with industry executives were held to determine the degree of 
consistency between their experiences as participants in the system with the information 
provided by the public sector officials.  The industry interviews were carried out at three 
different types of companies in order to obtain a variety of perspectives on the system.  
The three types of companies were:  (a) large multinational pharmaceutical companies;  
(b) local distributors of generic and branded drugs; and (c) a local pharmacy chain.  The 
purpose and scope of the study were made clear before the interviews.  A total of thirteen 
(13) questions were addressed during these interviews.  These questions aimed to record 
the perception of corruption in the system from the private sector perspective, as well as 
to either validate or contradict responses obtained in the public system regarding the four 
key areas evaluated there (Drug Registration, Drug Selection, Procurement and 
Distribution). 
 
Focus Groups with Healthcare Professionals:  Focus groups were carried out in order 
to collect information on the perception of health care professionals regarding the level of 
transparency in the Drug Registration, Drug Selection, Procurement, Distribution and 
Service Delivery of pharmaceuticals.  A total of six focus groups were carried out: two 
with physicians, two with nurses and two with pharmacists. All focus groups involved 
eight to fifteen professionals of the same profession.  The focus groups were coordinated 
through top management at each hospital and held within the target hospitals in order to 
guarantee adequate attendance.  A group moderator familiar with the study’s design and 
objective guided the focus groups.  Three focus groups, one with each type of health care 
professional including doctors, pharmacists and nurses, were carried out at each of the 
two hospitals included for such focus groups.24  Two different hospitals were included in 
the focus groups to provide insight into the level of variability in the perception of health 
care professionals among different hospitals.  The focus group discussions were 
programmed to last approximately one and a half hours.  All members of the focus group 
were assured that the focus groups were completely anonymous in order to promote free 
and true expression of opinions.  These discussions were recorded on audiotape after all 
members of the group had introduced themselves. 
 
User Survey:  The purpose of this survey is to study users (patients) experiences with the 
pharmaceutical sector, and perceptions of corruption within the system.  Users  of the 
public health care system were surveyed at four of the principal national hospitals in 
Costa Rica.25  A survey of seventeen (17) questions was developed to interview users 
who obtain their medications through public pharmacies26.  The users surveyed were 
ambulatory patients exiting the public hospital pharmacy with their prescription.  This 
strategy ensured that all users interviewed had at least one direct experience with the 

                                                 
24 Hospital Calderón Guardia and Hospital San Juan de Dios 
25 Hospital Calderón Guardia, Hospital San Juan de Dios, Hospital México and Hospital Nacional de Niños 
26 Once the survey was complete, five questions were eliminated from further analysis due to a lack of 
comprehension of the meaning of these five questions by users.  These questions had generated a significant number 
of “no reply” answers.  Therefore, the analysis of perception was done on the remaining twelve questions.   
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pharmacy system.  Approximately one hundred (100) users were surveyed at each of the 
four hospitals in order to obtain at least four hundred (400) responses, thus providing a 
representative sample.  A total of 405 responses were actually collected.  Two trained 
interviewers conducted the survey, each one collecting approximately half of the surveys 
in each hospital, in order to avoid any bias in obtaining responses from users. 
 

The main advantage of survey data, and in particular interview based surveys, is that they 
provide a practical and relatively low cost source of data on issues for which “hard” data is 
difficult to acquire. The main disadvantage is that the responses are generally based on the 
experiences and subjective evaluation of those interviewed.  Individuals may have limited or 
biased experiences and perspectives, which are influenced by their own situations.  

 
To reduce the subjective nature of interviews, the survey methodology used in the present study 
is based on the existence of real evidence to substantiate the claims made by respondents.  This is 
particularly true in the case of interviews with public officials regarding the sixty-six questions 
on the key decision points.  For example, favorable responses regarding the existence of a 
particular process were negated if the interviewers were unable to verify the process with hard 
evidence.  To this extent, this study mixes questions of perception and experience (user survey 
and focus groups) with those of actual hard evidence of transparent processes, barriers to entry 
and accountability.  This provides a cross-check of evaluations between the perspective of public 
officials, users and industry experts.  This type of “triangularization” has proven valuable in 
other countries for the application of survey instruments related to corruption. In addition, 
trained interviewers carried out the surveys, to ensure that questions were clearly explained, 
answers were recorded in a systematic manner and information was collected to verify responses 
in an environment of trust.  All responses were anonymous to improve the accuracy and candor 
of responses.   

 
 

Development of the Diagnostic Tool 
 
The development of the survey questions was based on a review of diagnostic tools designed to 
evaluate the pharmaceutical value chain, augmented by the World Bank framework for the 
evaluation of governance and Transparency International’s methodology for evaluating 
corruption.  A total of sixty-six indicators were developed to measure (a) public information;  (b) 
consistency of process;  (c) access to entry; and (d) accountability.  The indicators were 
distributed according to the first four decision points in the system addressed by each question 
(Drug Registration, Drug Selection, Procurement and Distribution).  Once these indicators were 
distributed by area of responsibility, these were assigned to the appropriate public institution that 
handles each area (Ministry of Health, Social Security Institute, General Controller’s office, 
public hospitals).  The health care officials responsible for each area of interest were identified 
with the assistance of government officials and government advisors.   

 
The interviews are conducted with the appropriate health care officials who are in a position to 
answer the question and have access to the documentation that supports any positive answer. All 
sixty-six indicators were mapped to key staff members depending on each person’s ability to 
adequately answer the questions, and access to data and documentation on the issues addressed 
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by each indicator.  Figure 1 displays a schematic diagram of how the indicators were developed 
and maps the data collection process.   

 
Figure 2: Methodology of Study Design and Data Collection 
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While this study is not an official audit, precautions must be taken to ensure that interview 
meetings are not blocked out of fear or disagreement with the nature of the study.  One of the key 
bottlenecks in the implementation of this study was the scheduling of meetings with key staff 
members.  To ensure access to interviews with key personnel the authors first sought “buy-in” 
and support from the top leadership in the health care system.  This top leadership was the 
President of the Social Security Institute and the Minister of Health.  The scope and purpose of 
the study were explained in a written letter, to which the health care leaders answered with an 
approval letter that acknowledged the scope and purpose of the study and asked health officials 
in general to assist in the implementation of the study (Annex One contains a detailed list of the 
interviews conducted in Costa Rica, as well as a copy of the letter provided by the President of 
the CCSS used to facilitate interviews with public officials).  This high-level approval strategy 
was also followed in the public hospitals that were chosen to participate in the study (see  Figure 
2 ).   

 
In order to minimize the subjective interpretation of respondents’ answers, each indicator was 
formulated to require a binary answer (yes/no).  Further, interviewers requested objective 
documentation from all respondents in order to validate the response.  Clear definitions were 
developed of what would constitute objective validation of any positive response.  The indicators 
were circulated to a select group of specialists for comment and field tested prior to the 
implementation of the evaluation interviews.  Inputs received from specialist groups and the field 
tests were used to revise the indicators accordingly. 
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Under the mentioned binary response system, a “yes” was given a value of one (1) and a “no” 
was given a value of zero (0).  A value of one (1) represents low vulnerability to corruption, 
supported by the existence of a publicly-available document that describes the process or 
decision criteria.  On the other hand, a rating of zero (0) represents high vulnerability to 
corruption since the absence of a standardized process or decision criteria provides decision-
makers with broad discretion in their decisions.  Annex 2 provides a full list of the study 
indicators with the corresponding rationale, description and interpretation guidelines.  
 
The questionnaires of patients in the public healthcare system collected information about both 
perceptions and experiences with corruption.  Although “perceptions” are frequently dismissed 
as not reflecting reality and as being biased by media reports, there are several reasons for 
including perceptions in an evaluation of corruption. First, while it is true that the process by 
which respondents get information may distort perceptions, it must be remembered that 
perceptions are largely shaped by experiences.  Previous studies on corruption have found that 
government bodies found to be corrupt are the very same ones in which correspondents have the 
most experience with corruption.27  Second, using results based on a survey of perception 
balances the results of the direct interviews with people involved in the process under evaluation.  
Finally, while perceptions are not completely accurate, the perception of corruption in and of 
itself is important. In the health sector, many people seek medical care when sick based on a 
perception of whether the necessary pharmaceuticals will be available and how much it will cost, 
in direct and indirect terms, to obtain the required medicine. If corruption is high and the 
perception of cost is likewise high, users may decide not to seek treatment when needed.  This 
process is entirely influenced by perception.   
 
Creating a Metric to Measure Transparency 
 
 Thirty five (35) informational interviews were held throughout the health system in Costa Rica.  
Once all interviews were completed and all indicators were rated according to the specified 
criteria, an average rating was calculated for the questions addressing each decision point (Drug 
Registration, Drug Selection, Procurement and Distribution).  This average rating has a possible 
range from zero to one, with most cases falling somewhere in between.  The sum of all the 
ratings of one (1) is then divided by the number of questions in a given decision point to obtain 
the percent of the indicators that were rated as a one.  The resulting percentage is then converted 
to a zero-to-ten (1.0 - 10.0) scale by multiplying the resulting percentage by ten (10). The 
following is an example of a study indicator and the process to be followed in rating it28: 
 
Example: If there are sixteen (16) questions indicators related to Drug Registration, and 
nine  receive a rating of one (1), with the other seven receiving a rating of zero (0), then the 
percent receiving a rating of one  would be: 
 
  9/16 =  0.56   ĺ  0.56 x 100% = 56% 
 

This would then be converted to a ten point scale by multiplying 56% times a 
possible high rating of ten (10): 

                                                 
27 Corruption in Slovakia: Results of Diagnostic Surveys. World Bank. 2000 
28 Description of Pharmaceutical Transparency Indicators with Interpretation Guidelines, January 31, 2002. 
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  56% x 10.0 = 5.6 
 

The ten-point rating system was defined to represent the following degrees of 
vulnerability to corruption: 

 
 

                       
0.0 – 2.0 2.1 – 4.0 4.1 – 6.0 6.1 – 8.0 8.1 – 10.0 

Extremely 
vulnerable 

Very 
vulnerable 

Moderately    
vulnerable 
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vulnerable 

Minimally 
vulnerable 

 
Converting the average rating of binary responses to individual questions to a ten-point scale for 
the group average provides the opportunity to analyze and compare the degree of susceptibility 
to corruption among the different decision points, as well as between the same decision points in 
different health care systems.  This rating system therefore allows transparency advocates to 
prioritize their focus within a health care system.  Using the above hypothetical result as an 
example would classify Drug Registration, with an average rating of 5.6, as moderately 
vulnerable to corruption.  This analysis allows for greater precision in the comparison of 
different health care institutions regarding their vulnerability to corruption.  
 
 
C. Applying the Framework:  Evidence from the Costa Rican Healthcare System 
 
This section presents results from the application of the four survey methods that were described 
in the previous section.  The tools used in this study proved to be practical and relatively easy to 
implement once staff members were trained in the methodology and meetings with health care 
officials and professionals were scheduled.  The scheduling of meetings proved to be the 
bottleneck in the process, thus emphasizing the importance of obtaining the prior support of the 
top leadership in the health care system in order to help schedule meetings. The authors’ 
experience in this study was that time and effort invested in obtaining top-leadership “buy-in” 
and backing for the project was critical to the timely completion of the study.  However, due to 
the decentralized nature of the health care system in Costa Rica, top leadership support was still 
not enough to ensure prompt scheduling of informational interviews.  Persistence was required to 
complete all meetings.  Annex 4 shows a detailed implementation plan highlighting the time 
required to complete all activities. 
 
The predefined interpretation guidelines made rating indicators very straightforward.  This 
experience will help to reduce the degree of interpretation allowable in such ratings if and when 
this study is implemented in other health care systems.  The analysis of the results was simple 
and quick to implement. However, the results obtained allow for both a qualitative and 
quantitative interpretation of the relative susceptibility to corruption of the identified decision 
points.  These qualitative and quantitative results provide a mechanism by which health care 
leaders and decision-makers can prioritize corrective actions to make the pharmaceutical system 
more efficient and transparent.  In addition, although the focus of the study is to evaluate the 
structure of the system in order to identify vulnerable decision points, the use of informational 
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interviews and focus groups also serves as a means through which alleged examples of 
corruption can be identified fortuitously and which serve as a pointer for exploratory evaluations. 
 
1. Quantitative Results from Interviews with Public Officials 

 
In this section, the survey results are analyzed according to the four main decision points of the 
pharmaceutical value chain, starting with registration, followed by selection, procurement, and 
distribution.  This is complemented in the next section with data on perceptions and experiences 
from focus groups and the user survey results. The framework thus provides policymakers with 
quantitative results associated with the hard evidence collected during interviews of public 
officials and the more qualitative results from the focus groups with healthcare professionals and 
the interviews with industry representatives.   

 
Overall, the Costa Rican pharmaceutical system obtained a rating of 7.7, indicating a marginal 
vulnerability to corruption and generally good governance.  The rating was diminished by a low 
rating of 5.7 in the area of procurement, indicating moderate vulnerability, and problems in the 
area of distribution (see Table 1). The detailed scores and specific number of indicators are 
highlighted in the table below and further explanation is available in Annex 3.  With minor 
changes in the system, Costa Rica would be able to obtain a rating of minimally vulnerable.  In 
summary, the documentation process provided ample evidence of a high level of transparency 
and good governance at each of the decision points in the pharmaceutical system.   

 
Table 1.  Summary of Results for Quantitative Analysis 
 

Area
Total 

Indicators Score obtained
Performance 

% Scale of 10
Registration 16 15 94% 9.4

Selection 16 15 94% 9.4
Procurement 21 12 57% 5.7
Distribution 13 9 69% 6.9

Total 66 51 77% 7.7
Source: Sanigest Internacional Analysis

 
 

 
The following sections provide an area-specific analysis of the results obtained during the 
interviews with public officials.  It is important to stress that this information was collected 
during the interviews and through the analysis of the information supplied by public officials.  In 
many cases, it was necessary to verify that the affirmations by public officials were substantiated 
by evidence of a legal or procedural framework and documentation of consistency in 
implementing the process.  The information is presented in the areas of registration, selection, 
procurement, distribution and service delivery. 

 
Registration.  The decision area corresponding to Drug Registration received an average 

indicator score of 9.4 indicating very low vulnerability to corruption (see Table 1).  This area of 
Drug Registration is well documented and the requirements for the registration of new drugs, as 
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well as generic versions of existing drugs, are fairly well standardized.  There is fair access to 
information. A document exists that is readily available to the public that lists the requirements 
to register drugs.  In addition, the office of the Ministry of Health responsible for registrations 
has a registry of approved drugs with the principal information of the drug itself and the drug 
manufacturer and distributor.  There is a formal committee that makes binding decisions on new 
applications.  This committee has a well-defined composition and clear tenure of its members.  
Reports are written to outline the reasons behind any decisions to reject the approval of a new 
drug.  The fee for registering a new drug is small (US$500), thereby not being a major obstacle 
for new companies to register drugs. The registration fee should be higher to ensure that the 
market is not saturated with pharmaceutical products.   Finally, the regulations pertaining to drug 
registration state that the maximum time for approving a new drug is 30 days, if all 
documentation is in place.  In the main, these positive aspects of the registration process are 
based on the structure of the policies and procedures, resulting in the high indicator average for 
this area. 

 
 Selection.   Along with registration, Drug Selection obtained the highest rating of all four 
areas, earning a 9.4 and thereby underscoring the high level of transparency that characterizes the 
processes and the professionalism of the officials responsible for this area. This decision area is 
very well documented and appears to be updating the Essential Drug List on a regular and 
frequent basis.  A condensed publication on the Official Drugs in the Costa Rican health care 
system contains documented procedures and policies to support affirmative answers to most of 
the indicators.29  The publication is a well-indexed easy-to-use booklet.  This publication is 
widely available through the system as it is distributed free of charge to all key health officials in 
the entire system.  Among the area’s additional strengths are their considerations of the cost-
effectiveness of drugs when making decisions.  It is important to note that all drugs on the list are 
included by their generic name so as not to bias the purchasing toward a specific brand.  
Therefore, the listing of a drug by its generic name favors all suppliers of that drug equally.  In 
this regard, the Official Drug List offers no opportunity for a drug manufacturer to gain market 
share by having its specific brand listed on the list.  In addition, the list also follows World 
Health Organization recommendations on the definition of the Essential Drug List.  The area of 
Drug Selection also has clear criteria for the inclusion or exclusion of drugs from the list, as well 
as the guidelines for committee membership and their tenure.   
 
 Procurement.   The score of 5.4 in the area of Procurement indicates that this is the 
segment of the value chain that is most vulnerable to corruption.  Given the strategic and 
economic importance of this area—more than $70 million in drug purchases are made 
annually—problems with transparency and poor governance in this area have significant, large 
effects on the quality of services received by CCSS users. This low ranking was the result of a 
combination of several factors.  First, not all affirmative answers to the corresponding indicators 
could be validated objectively with documents.  For example, this area failed to produce 
documentation to demonstrate certain information of interest in internal audits, such as prices 
paid and criteria used in awarding bids.  Second, the Procurement system lacks an information 
system to track supplier performance and product quality.  Suppliers are able to continue 
participating in public auctions until a legal sentence against them is issued for poor 
performance.  Given that such trials can take several years to complete, poorly performing 
                                                 
29 Lista Oficial de Medicamentos, Caja Costarricense de Seguro Social, Departamento de Farmacoterapia (2002). 
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suppliers could continue to participate in public auctions.  With price carrying the highest 
weighting in public auction decisions, a poorly performing supplier could conceivably win a 
public bid, despite having a poor track record.  Third, no documentation was available that 
specified clear policies in internal procedures and the membership guidelines and tenure of key 
committees.  In addition, purchasing decisions were based primarily on historical needs and 
inventory levels, while not taking morbidity projections into account in a clear algorithm.  This 
combination of structural weaknesses earned Procurement only twelve (12) points out of a 
possible twenty one (21), for a total score of 5.7 on a ten point scale. 
 
Complexities and inefficiencies in the procurement process generate huge losses for the public 
health system in Costa Rica and create vulnerability to corruption.  The number of personnel, 
offices and committees involved in a drug purchase, together with an appeals process that allows 
losers to appeal decisions and delay purchases for several weeks or months, makes the entire 
purchasing cycle cumbersome, error-prone and lengthy.  Annex 5 illustrates the complexity in 
the process.  The entire purchasing cycle, from the identification of a purchasing need to the 
actual receipt of the drug takes on average thirteen months.30  The time consuming nature of the 
procurement process increases the minimum volume of drugs that are purchased to a supply of at 
least one year.  The result is the generation of significant inventory carrying costs, generating 
cash flow constraints, greater difficulties to control theft and greater possibilities of spoilage or 
drug expirations.  Given that the total public pharmaceutical budget for 2003 is estimated to be 
US$ 70-75 million, reducing inventory levels by creating a more efficient purchasing cycle could 
conceivably free tens of millions of dollars of hard currency for the Social Security System.  
Reducing average inventory levels from one year to six months could free up to US$ 35 million, 
or about US$ 8.75 per capita.  These significant financial resources could then be used to expand 
pharmaceutical coverage or in other health programs.  However, reducing the inventory levels to 
six months would require making both structural and legal changes which affect how the 
Purchasing Office functions.  In addition, the Purchasing Office would have to make more 
frequent purchases in order to avoid drug shortages resulting from smaller purchases, thus 
managing inventory levels with a “just-in-time” focus. 
 
 Distribution.  Distribution of pharmaceuticals in the public health system received a 
score of 6.9, the second lowest score.  This area’s principal weaknesses were the lack of a 
monitoring system to evaluate the distribution system and the lack of an information system that 
provides “visibility” of inventory stock levels and movements along the distribution chain.  
Many storage locations also lacked security provisions, such as alarms, cameras and constant 
monitoring of the entry and exit of staff or visitors into restricted areas.  The most expensive 
pharmaceuticals and biologics did appear to have better security safeguards, but this could not be 
said about all drugs.  In addition, the system lacked a standardized shelving system for each type 
of drug.   
 
 
 
 
 
  
                                                 
30 Internal report for the Board of Directors of the Social Security Institute. 
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2. Evaluating the Perception and Experience of Industry Officials, Healthcare Workers 
and Users 

 
This section provides a more qualitative approach to analyzing transparency in the 
pharmaceutical system.  The first section reports on the results from focus groups with 
pharmaceutical industry experts, physicians, nurses and pharmacists, and provides a basis for the 
“triangularization” of the hard evidence provided in the previous section.  The responses from 
the focus groups also provided interesting anecdotes regarding how good processes can turn bad.  
The main findings gathered from the focus groups can be found in Annex 6.  The second section 
analyzes the results from the user surveys that were applied to more than 400 users exiting CCSS 
pharmacies.   
 

Responses from Industry Officials and Healthcare Workers 

 
Registration. While the hard evidence demonstrated low vulnerability to corruption and 

good governance, the perception of drug registration in Costa Rica by health care professionals 
and pharmaceutical companies is not consistent with this rating.  The time required to register a 
new drug can vary significantly, from as little as thirty days to over one year.  Industry 
representatives indicated that the time can be reduced by “good relationships” with public 
officials.  This variability is not consistent with the published regulation that indicates that drug 
registration will not take more than thirty days.  It is not clear how much of this observed 
variability is due to differential treatment of different applications and how much is due to the 
level of “completeness” of a new drug application.   

 
The focus of the criticism of the registration process varies depending on the type of 

professionals or companies expressing their concerns.  For example, multinational 
pharmaceutical companies tend to voice a uniform criticism regarding the lack of requirements 
for generic drugs to demonstrate bioequivalence with branded drugs, despite the Ministry of 
Health’s expressed interest in requiring this type of clinical data.  Pharmacists and physicians in 
the public hospitals also voice this criticism.  Multinational pharmaceutical companies were also 
consistent in their criticism of the Ministry of Health’s decision to allow parallel imports of 
branded drugs from other countries as well as Costa Rica’s lack of patent protection.  Both of 
these issues strongly affect the price of drugs in the market.   

 
On the other hand, companies that attempt parallel imports of drugs criticize the Registration and 
Controls Office of the Ministry of Health for creating barriers to the entry of parallel imports.  
For example, the Registration and Controls Office refuses to provide parallel import companies 
with a copy of the original registration, a requirement to participate in public tenders.  Parallel 
importation companies also complain of a lack of responses from the Ministry of Health’s 
registrations office when consulted on regulatory matters.  The Registrations and Controls Office 
of the Ministry of Health has proved to be a barrier to entry for parallel import drugs, despite the 
Minister of Health’s strong insistence in streamlining the process.  This barrier to entry of 
parallel imports has diminished the effect parallel imports could have on drug prices.  The few 
drugs that have been successfully imported in a parallel fashion must pay the registration fee, 
despite not owning the registration.   
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One criticism that appears to be uniform among all types of pharmaceutical companies and 
health care professionals is that unregistered drugs can be found on the market.  These drugs may 
be drugs whose registrations expired or drugs that were never registered.  In addition, herbal and 
other types of natural medicines on the market are frequently not registered, despite requirements 
to do so if such products are labeled to provide a therapeutic benefit.  This criticism is not 
consistent with the registrations office’s assertion that there are no unregistered drugs on the 
market.  This situation may be due to the Ministry of Health’s lack of resources to police the 
marketplace effectively.   

 
Although a committee officially makes the decision to approve a drug for registration, many 
industry representatives voiced concern that in practice the decision is based on the technical 
opinion of only one person.  This process may be more out of necessity than design since 
committee meetings are used to review numerous applications that could not reasonably be 
reviewed by everyone in a single session. The criticisms outlined above highlight two 
inconsistencies in the Ministry of Health’s policies and the Registration and Controls Office’s 
procedures and decisions.  The Ministry of Health issued a decree to require bioequivalence 
studies for all generics registered in Costa Rica.  In addition, the Ministry of Health also issued a 
decree to allow (and promote) parallel imports.  The Registration and Controls Office is not 
requiring bioequivalence studies and is also serving as an obstacle to parallel imports.  These 
inconsistencies within the same institution highlight the difficulty in coordinating all aspects 
related to the pharmaceutical system.    

 
Selection.  As indicated by the high score, 9.4 out of 10, the processes and 

professionalism of the CCSS officials in this area reduce the vulnerability to corruption to a 
minimum.  The qualitative results from survey groups confirmed this information, yielding few 
observations regarding the selection process.  The only recorded criticism on selection by health 
care professionals is that decisions made concerning the inclusion of new drugs into the 
country’s Official Drug List are being made by the Social Security Institute’s Pharmacotherapy 
Committee, when these decisions should be made by the National Technical Committee for the 
Therapeutic Committee.  However, this last committee, which is composed of members from 
several public health institutions, has not met in over three years, thereby delegating its 
responsibilities in this matter to the Pharmacotherapy Committee.  This committee is composed 
entirely of personnel from the Social Security Institute.  Physicians in focus groups have 
expressed their concern that there is little communication between the Pharmacotherapy 
Committee and clinical practitioners.  These same physicians have also expressed their 
perception that the Costa Rican Social Security Institute has fallen behind in its expertise of 
adverse drug reactions. Finally, the physicians indicated that the definition of the Essential Drug 
List has at times been influenced by industry. 

 
Procurement.  The low average indicator rating for Procurement, 5.4 out of 10, coincided 

well with the perception of this area by pharmaceutical companies and some health care 
professionals.  For example, multinational pharmaceutical companies and physician groups 
criticized the over-emphasis of the importance of unit prices in public auction decisions.  Both 
groups indicated that purchasing the least expensive drug could end up generating greater costs 
in the health care system through the re-admission of patients and the lack of resolution of 
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morbidity.  In addition, some pharmaceutical distributors allege that some public tenders are 
“directed” to a specific provider.  Technical sheets used to detail drug specifications often 
include statements such as “similar to ABC” where ABC is the brand name of a specific drug.  
Other cases required that the pills for a certain medication be of a color that only one supplier 
had.  Nevertheless, corrective action has been taking place to eliminate “directed” bids.  Some 
pharmaceutical companies also complain of not being formally notified of winning bids and of 
disqualifications not being justified. 
  
In many cases, the respondents highlighted examples of how competition is reduced or 
procedures are now followed correctly.  Some health care professionals and pharmaceutical 
company executives have alleged that participants in public tenders have on occasion colluded to 
extend the purchasing cycle as long as possible.  This was allegedly done by submitting frivolous 
appeals, which were then extensively contested on both sides, or by delaying the delivery of 
drugs for unfounded reasons.  The effect of these long delays was the eventual depletion of the 
Social Security System’s inventory resulting in direct purchases with private suppliers.  These 
purchases can be made at much higher unit prices than would be obtained through formal 
bidding processes.31 The cost of entering an emergency situation has been recognized by the 
Social Security’s Board of Directors and some corrective action has been taken:  frivolous 
appeals will be strongly sanctioned. Also, there was a common view that pharmaceutical 
companies have a definite influence on the selection of drugs by physicians through gifts, trips 
and incentive schemes. 
 
While good “rule of law”, as evidenced by the existence of formal institutions and processes, is 
critical to reducing vulnerability to corruption, it is clearly not the only factor that should be 
evaluated.  Perhaps more important than access of information and accountability is the 
consistency with which regulations are applied and the access of the population to essential 
medicines.  While the results indicate that Costa Rica scores favorably regarding the framework 
and institutions to reduce vulnerability to corruption, there is considerable evidence that 
consistency is a problem. Moreover, the multiple layers of the registration, selection and 
procurement process produce a de facto barrier to entry that reduce transparency.  One example 
of how deviation in the standardized process has proven to be highly costly to the Social Security 
System is exemplified through the recent case of the purchase of a drug (cyclosporin) to prevent 
organ rejection in organ transplant patients.  The following text box highlights how multiple 
interests hijacked the process and ultimately resulted in an increase in cost to the institution. 

                                                 
31 Prior studies by Arce, J.P. and Cercone, et al. indicate that prices paid through private sector purchasing are often 
10 times more expensive than the prices paid by CCSS through international procurement. 
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Distribution. The low value for the structural evaluation, 6.9, is also consistent with the 

opinions and perception of health care professionals and users (patients).  The major issues 
identified by both health professionals and patients is drug shortages.  Both Procurement and 
Distribution are responsible for drug shortages.  Such shortages adversely affect the system by 
forcing (or allowing) the Procurement Office to purchase drugs under very lax rules, affecting 
patients who rely on such drugs to treat their illnesses.  These drug shortages can be caused by a 
variety of reasons.  Sudden spikes in demand can deplete inventories or can cause delays related 

to customs clearance or appeals from losing parties in public bid.  These delays postpone stock 
replenishment and therefore create a risk of inventory levels reaching zero.  Another type of 
delay in replenishment can occur when a drug lot delivered by a winning supplier does not pass 
quality control.  Medications that are off quality specifications are rejected.  This rejection can 
delay the process of re-stocking inventory levels until stocks are depleted.  As discussed in the 
Procurement section, long lead times (13 months) in the acquisition of drugs forces the 
Purchasing Office to carry high inventory levels.  These high inventory levels increase the risk of 
spoilage, expirations and theft. 

 From Theory to Practice: The Case of Cyclosporin 
Until early 2001, the CCSS purchased all cyclosporin from a single supplier, with no competition from generic drugs.
In the last procurement process, however, a new generic supplier participated in the purchase.  Both companies are
large multinational pharmaceutical companies and both drugs (the original and the generic version) are registered in the
United States with the FDA.  The procurement procedure was followed as usual.  Both drugs had passed the technical
evaluation, and the purchase decision was awarded to the generic version based on its lower price.  The difference in
the price between both offers was approximately US$340,000 for this single purchase.   
 
The decision to change to the generic version triggered an outcry from transplant patients, certain physicians and the
media, alleging that the generic version was an inferior product and would endanger patient lives.  The political and
public pressure on the Social Security Institute’s Board of Directors led the Board of Directors to disregard the
procurement process that had been followed and award the purchase to both companies:  patients currently on therapy
would continue to receive the branded drug and new transplant patients would receive the generic version.  This
decision eliminated approximately half of the US$340,000 savings the system would have realized if there had been no
deviance in the process.  In addition to the elimination of significant savings, the deviation in the process sets
problematic precedents in the lack of recognition of bioequivalence, the joint awarding of purchasing decisions when
prices were different and the vulnerability of the process to public and political pressure.  In addition, the decision may
raise concerns among patients destined to receive the generic version of the drug who might perceive the Board of
Directors decision as recognition that the drugs are not of equal effectiveness.  The case is not over yet, as an appeal by
the generic supplier was being evaluated in court as this manuscript was being finalized.   
 
In yet another twist to the above case, a pharmaceutical distribution company following a parallel import strategy was
not allowed to participate since it could not provide a copy of the registration of the branded drug in Costa Rica.  The
copy of the registration was denied by the Registration and Controls Office of the Ministry of Health (see Registration
section above).  Interviews with this parallel importation company revealed that the Social Security Institute would in
theory have saved US$174,000 on the purchase of the parallel import of the branded drug.  This company claims the
Social Security Institute could potentially save US$ 17 million annually on drug purchases if it were allowed to
participate in public auctions. 

 
Due to the much larger size of the public pharmaceutical market than the private market (in units 
consumed), drug depletions in the public sector can have a significant impact in the private 
sector.  When the public system reaches a shortage situation for a specific drug, this drug must 
be acquired in the private sector to satisfy emergency demand.  Since the private market is not as 
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large (in units consumed) as the public sector, and since the private buyers are not restricted in 
their procurement practices, the private sector can carry lower inventory levels.  Therefore, these 
inventory levels can also be vulnerable to temporary depletion once depletion in the public sector 
adds public sector demand to the private sector’s lower supply.   The public sector hospitals have 
also resorted to borrowing and loaning drugs from and to each other in order to compensate for 
drug shortages that may to be occurring at one hospital, while there is oversupply in another 
hospital.   
 
An interesting alleged form of corruption was mentioned by several independent sources:  
pharmacists, physicians, nurses and patients interviewed through focus groups and the user 
survey.  This alleged form of corruption entails the funneling of pharmaceuticals from the Costa 
Rican Social Security System to the Nicaraguan market.  All the mentioned sources indicated 
that Costa Rican Social Security drugs could be found in Nicaragua.  One physician even went as 
far as to say there are special agencies that illicitly acquire drugs and transport them to the 
neighboring country.  The methods used to obtain pharmaceuticals out of the national hospitals 
are speculative.  However, some physicians indicated that the people with residency cards enter 
the national hospitals feigning specific symptoms in order to receive prescriptions.  This possible 
form of corruption emphasizes the importance of implementing the proper safeguards against 
theft along the distribution chain and processes to detect such theft of pharmaceuticals. 

 
Service Delivery. The area of Service Delivery was not rated with indicators, but rather 

evaluated based on focus groups and user surveys.  The incidence of misconduct with 
pharmaceuticals at the point-of-care (hospitals) was said to be high, according to the interviews 
conducted.  This misconduct took many forms, illustrating the susceptibility of the system to 
theft and other forms of misconduct.  These improper practices allegedly include the following: 

 
1. Patient visiting many physicians within the system to collect prescriptions from all 

doctors; 
2. Prescription forging by internal staff members that are not doctors; 
3. Sharing of identification cards among users in order for non-residents to gain access 

to the system; 
4. “Shadow patients” that feign symptoms in order to obtain prescriptions for someone 

else;  
5. Physicians prescribing drugs for a relative or a friend in the absence of the sick 

relative or friend; 
6. Patients requesting a six month supply of pharmaceuticals due to an extended trip to 

neighboring countries; 
7. Drugs disappearing “on route” between the hospital pharmacy and the patient; 
8. Isolated cases of drug abuse by health care professionals within the system. 

 
Some physicians expressed their lack of confidence in the effectiveness of the generic drugs 
purchased by the Costa Rican Social Security Institute.  This lack of confidence is often 
expressed to the patients along with suggestions for the patients to purchase specific name-brand 
drugs in the private market.  These suggestions are supposedly only made to patients who appear 
to have the financial means to purchase such drugs out-of-pocket in the private market.  Despite 
this lack of confidence in certain generic drugs, there is no evidence that controlled studies with 
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statistical analysis have been conducted to scientifically compare the relative effectiveness of the 
drugs in question.  Nevertheless, this lack of confidence in Social Security drugs by physicians 
can discourage a patient that may not be able to purchase the perceived “higher quality” drugs 
outside the system from complying with the entire treatment regime.  Finally, patients 
occasionally have their prescribed drug substituted for a different one due to drug shortages.  The 
drugs substituted for the original ones may be perceived as less effective since they were not 
prescribed in the first place.   
 
Another potential finding that could affect compliance is that several nurses and pharmacists 
indicated that many physicians do not discuss the potential side effects a patient will experience 
from specific drugs.  The incidence of such side effects could also discourage a patient from 
continuing drug therapy if they do not understand the cost-benefit tradeoff of continuing with the 
therapeutic treatment.  In addition, physicians also expressed their view that some general 
practitioners lack the experience to prescribe certain pharmaceuticals, which could result in 
adverse drug reactions or a lack of therapeutic benefit.  All such possibilities could reduce patient 
compliance with their prescribed drug therapy. 
 

Evaluating the User’s Perspective of the Pharmaceutical System  

One of the key measures of how corruption affects the healthcare system is based on the end-
user’s perception and experience in receiving pharmaceuticals.  The end-user’s perspective 
provides valuable evidence of the cost of corruption in terms of the direct costs of paying a bribe 
to receive drugs in a public pharmacy, or having to purchase drugs in a private pharmacy due to 
zero inventory situations in public facilities, as well as the indirect costs derived from the 
opportunity cost or the utilization of a drug that is not effective.  In addition, the perceived 
quality of the service provided is an important measure of governance in any country.   
 
The surveys asked respondents to evaluate three dimensions of utilization: (a) prescribing 
patterns of public physicians and the potential induction of private demand in substitution of 
public medications; (b) availability and quality of drugs in public pharmacies; and (c) knowledge 
of corrupt acts and of the application of sanctions.  The fourteen questions presented to 
respondents as an exit poll represent these three areas (see Figure 3).  Surveys were applied in 
four national hospitals that represent over 60 percent of the total demand in the Costa Rican 
health system.  The hospital specific results are analyzed in Annex 7. 
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Figure 3.  User Survey Results 
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On average, users are fairly confident in the public physicians and their prescribing patterns.  
Over 80 percent of users feel that the physicians prescribed the appropriate medication and that 
the drugs prescribed were effective, or appropriate, for their particular health needs.  This is 
consistent with the general public confidence in physicians and underscores the problem of 
informational asymmetry between the physician as an agent for the patient (principal).  The 
potential for supplier-induced demand is underscored by the responses regarding suggestions by 
physicians that CCSS drugs are of poor quality (34% of the users) as well as the high percentage 
of users that are encouraged to purchase drugs in the private sector (57% of all users). 

 
The final step in the pharmaceutical value chain analyzed in this paper is the utilization of 
pharmaceuticals by patients.  If problems exist with transparency in any of the previous stages 
(registration, selection, procurement or distribution) then the end result is that patients do not 
receive the drugs they require when required.  The survey results indicate that this is fairly 
frequent in the public system.  Nearly 50 percent of all users report having requested a drug at a 
public pharmacy that was not available when required.  This leads users to increase private 
demand for pharmaceuticals, thereby unnecessarily increasing out-of-pocket expenditures and 
reducing overall satisfaction with the system.  In addition, this practice has potential implications 
on the quality of healthcare as 39 percent of all users received a substitute drug when a stock-out 
occurred. Finally, the perceived quality of pharmaceuticals received by the population is another 
critical element.  While only 13 percent of all users have officially complained of the quality of 
drugs, 42 percent feel that private sector drugs are of better quality than the medications offered 

 43



by the CCSS.  The perception of quality is potentially altered by physicians mis-informing 
patients (34 percent of users report having been told by a physician that CCSS drugs are of 
inferior quality). 

 
The perception and experience of users regarding corruption is the final aspect evaluated through 
the user surveys.  When surveyed on the frequency of theft in public pharmacies, over 32 percent 
of the respondents indicate that they have some prior knowledge of theft in CCSS pharmacies. 
Despite the relative widespread knowledge of corrupt acts, the likelihood of sanctions is very 
low (27% of users know of a case where sanctions were imposed or a public employee was fired, 
for theft or other corrupt practices).   

 
In summary, the results from the user surveys indicate that there are significant problems in the 
distribution and utilization of pharmaceuticals in Costa Rica.  While it is not possible to isolate 
these problems and attribute all negative experiences and perceptions to corruption, the results do 
indicate that problems with governance and transparency in the value chain at earlier stages 
affect the quality of drugs received and the direct and indirect costs borne by the CCSS patient.  

 
3. Summary Results 

 
The previous two sections provided a detailed analysis of the quantitative and qualitative results 
associated with the review of transparency in the Costa Rican pharmaceutical sector.  The results 
show that the system has only limited vulnerability to corruption, as a result of well-established 
processes, institutions and a high degree of professionalism at all levels.  While the views from 
the focus groups generally verify the findings that resulted from documentation of hard evidence, 
they also highlight several weaknesses in the system.  In addition, the user surveys provide 
information on the end result of breakdowns or a lack of transparency in the system: generally 
manifest by zero inventory situations or unnecessary out-of-pocket payments for drugs. 
Undoubtedly the poor are most likely to suffer from these breakdowns in the system.   

 
Figure 4 provides a graphical representation of the results in each of the key decision points 
evaluated by this study.  The results show the strengths and weaknesses of each stage of the 
supply chain and provide the basis for future discussion of policy changes that could be required 
to improve overall performance.   
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Activity Area Rating Weakness

Registration
• Information system not online
• Standardization of process some varying requirements
• Uniform registration time from 30 days to over 1 year
• Consistency with national policies bioequivalence; parallel imports
• Decision making process reliance on one technical opinion
• Policing capability non-registered drugs on market

Selection
• Existence of up-to-date list -
• Consistent with WHO -
• Use of cost-effectiveness criteria unclear guidelines
• Drugs on a generic name basis -
• Consistency with national policies National Technical Formulary Committee 

has not met in 3 years
• Publicly available list and criteria -
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Resistance to corruption.  Identified WeaknessesFigure 4
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health care professionals
- prescription forging by staff
- patients seek multiple prescriptions
- physicians prescribe w/out patient present
- patients share ID’s to obtain prescriptions
- “shadow patients” feign symptoms to 
obtain prescriptions for uninsured     
relatives

- disappearance of drugs within hospitals
- some cases of drug abuse

• Quality of service - some General Practitioners lack 
experience with medications

- drugs often substituted by pharmacy due 
to shortages

- no discussion of side effects with patient
• Patient compliance - physicians often do not have confidence 

in CCSS drugs, and transmit this to 
patients capable of purchasing their own

Procurement
• Clear publicly available procedures -
• Uses algorithm to determine quantity - not based on morbidity estimates
• Committee membership rules - non-written composition and tenure
• Formal appeals process - often abused to delay process
• Supplier performance - no official monitoring of performance
• Quality control - no continuous monitoring; no bioequiv.
• Audits - lack summary information prices and 

beneficiaries for all tenders
• Purchases based on generic names - often state “similar to X brand name”
• Consistent process - can be altered completely through 

political pressure (cyclosporine case)

Distribution
• Inventory management model - does not consider morbidity; high 

inventory levels and frequent stock-outs
• Proper storage - shelving is not standardized
• Security against theft - lack security systems (alarms, 

monitoring, cameras); drugs in Nicaragua
• Audits -
• Information system - does not manage entire pharmaceutical 

system and does not monitor 
performance of distribution

Service Delivery
• Controls in place - alleged abuse of system by patients and 

 

 



4.   Recommendations 
 
One of the goals of implementing the evaluation methodology developed is to generate a list of 
actionable recommendations to strengthen the pharmaceutical system’s resistance to corruption.   
Once the results of the present study were collected, a series of recommendations were 
developed to address the weaknesses identified in the study.  These recommendations were then 
prioritized on a matrix according to two criteria:  priority level and difficulty of implementation.  
The priority level was assigned based on the severity of each weakness and the potential positive 
impact a solution to the weaknesses identified would have on the system as a whole.  The 
difficulty of implementation was assessed based on both the technical difficulty and the political 
difficulty of implementing the mentioned solutions.  The “two-by-two” prioritization matrix 
allows decision makers to determine which actions will produce high-impact results with 
relatively little difficulty (“quick wins”) and which actions would consume significant resources 
(funds, time, focus, “political capital”, etc.) to yield low-impact results (see Figure on 
Prioritizing Actions).  This should be viewed by health care leaders as a means of defining which 
actions to take first in order to build momentum behind any initiative of change. 
 
The general list of recommendations developed include the actions listed below by decision area.  
The recommended actions are listed in the following order:  1.  High Priority-High Feasibility;   
2. High Priority-Low Feasibility;  3. Low Priority-High Feasibility;  and  4. Low Priority-Low 
Feasibility.  This order gives preference to actions of high potential impact on the system over 
actions with high ease of implementation.  However, the prioritization of all actions must 
consider the requirement of a strong mandate in order to implement difficult changes. 
 
Registration 
 

x� Implement an online information system with registration information for all drugs. 
x� Clearly articulate what the country’s policy is toward the need for bioequivalence studies, 

requirements (if any), parallel imports, patents and the potential use of registration data 
from registered drugs for the registration of generic drugs, and make all decision areas 
consistent with each other. 

x� Require the Ministry of Health’s Office of Registrations and Controls to issue a statement 
upon receipt of an application dossier on the “completeness” of the application to be used 
to define when the “one-month clock” begins for the registration approval decision for a 
new drug. 

x� Rotate lead technical evaluators for new drug registrations. 
x� Improving the policing capability of the Ministry of Health’s Office of Registrations and 

Controls to eliminate drugs with no valid registration from the market. 
x� Define the Ministry of Health’s policy on herbal and natural medicines. 
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Selection 
 

x� Clearly articulate what the country’s policy is toward bioequivalence studies. 
x� Requirements (if any) and what criteria are used to define a “generic” drug (in order to 

avoid another “cyclosporine case” experience). 
x� Re-instate and “operationalize” the currently-inactive National Technical Formulary 

Committee that oversees the selection and use of drugs for the country’s Essential Drug 
List. 

x� Improve the communication between the Pharmacotherapy Committee of the CCSS and 
clinical practitioners through workshops, round-table discussions, etc.. 

x� Improve Adverse Drug Reaction reporting in order to take such information into account 
in the selection of therapeutics. 

 
 
Procurement 
 

x� Making all bids offered in a public tender readily available to the public through an on-
line site for government procurements. 

x� Make audit reports public. 
x� Define the guidelines for the Purchasing Committee’s membership and tenure. 
x� Define “frivolous appeals” and increase penalties for such appeals. 
x� Improve Quality Control capabilities to ensure quality matches needs. 
x� Clearly articulate what the country’s policy is toward bioequivalence study  
x� Requirements (if any), parallel imports, patents and the potential use of registration data 

from registered drugs for the registration of generic drugs, and make all decision areas 
consistent with each other. 

x� Improve Quality Assurance to avoid rejection of low quality drugs after delivery. 
x� Use morbidity data in demand estimates to determine purchasing volume requirements. 
x� Use Cost/Benefit analysis for purchasing decisions (e.g. Australian model). 
x� Increase the speed of resolution of legal sentences for poor performance by suppliers. 
x� Eliminate “politics” from purchasing decisions (avoid repeat of “cyclosporine case” 

situation). 
x� Shorten the duration of the purchasing cycle to decrease inventory levels and inventory 

carrying costs. 
x� Implement information system to track inventory levels, product rotation (demand), 

impending drug expirations and inventory stock movements throughout the distribution 
chain. 

 
Distribution 
 

x� Make audit reports publicly available. 
x� Improve security against potential theft in warehouses. 
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x� Implement information system to track inventory levels, product rotation (demand), 
impending drug expirations and inventory stock movements throughout the distribution 
chain. 

x� Improve security against theft within public hospitals at the point of care. 
x� Implement safeguards to stop “leakage” of CCSS drugs toward Nicaragua. 

 
Service Delivery 
 

x� Make audit reports publicly available. 
x� Clearly articulate what the country’s policy is toward bioequivalence study requirements 

(if any) and what criteria are used to define a “generic” drug (in order to avoid another 
“cyclosporine case” experience) . 

x� Implement campaign to improve quality of drugs purchased by the CCSS and regain the 
confidence of physicians in the efficacy and safety of  these drugs. 

x� Implement an Information System to identify and control patients seeking multiple 
prescriptions, “shadow patients” seeking prescriptions for others and forged 
prescriptions. 

x� Improve security against theft within public hospitals at the point of care. 
x� Improve Adverse Drug Reaction reporting through the implementation of an information 

system that can handle such information and warn patients of potential dangers. 
x� Define the Social Security’s policy on the use of herbal and natural medicines. 
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 Figure 5. Prioritization of Recommended Actions    

• Online Information System of registered drugs
• Public listing of all offered bids to government tenders
• Define guidelines for Purchasing Committee membership 

and tenure
• Define “frivolous appeals” and increase penalties for such 

appeals
• Make audit reports publicly available
• Increase security against potential theft at central warehouse
• Define policy on bioequivalence requirements (if any), parallel

imports and the use of registration data by generic 
manufacturers and ensure all decision areas are consistent 
with policy

• Improve Quality Control capabilities for purchased drugs

• Implement campaign to improve quality of drugs and increase
confidence by MDs in the drugs purchased by the CCSS

• Implement an IT System to identify and control patients 
seeking multiple prescriptions, “shadow patients” and forged 
prescriptions

• Improve Quality Assurance: avoid rejection of delivered drugs
• Use morbidity data in purchasing volume decisions
• Use Cost/Benefit analyses in purchasing decisions
• Speed resolution of legal sentences for poor performance by 

suppliers
• Eliminate “politics” from purchasing decisions
• Shorten purchasing cycle to reduce inventory carrying costs
• Implement IT system to track inventory, product rotation and 

stock movements within distribution chain
• Improve security against theft within hospitals at point-of-care

• Reinstate and “operationalize” National Technical Formulary 
Committee to evaluate selection and use criteria of drugs on 
country’s Essential Drug List

• Improve communication between Pharmacotherapy 
Committee and clinical practitioners within the CCSS

• Rotate lead technical evaluator for new drug registrations
• Define clear guidelines to define the degree of 

“completeness” of drug registration dossiers at the time of 
receipt to be used to define when the “one-month clock” 
begins for registration resolutions

• Improve market-policing capabilities of the Ministry of Health 
to eliminate unregistered drugs 

• Improve Adverse Drug Reaction reporting and prevention 
through the implementation of an IT system for this purpose

• Implement actions to prevent the “leakage” of CCSS drugs 
to other countries

• Define the country’s policy on the registration and use of 
herbal and natural medicines
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IV. Conclusions 

 
Our study examines the theoretical and practical risks of corruption at five critical decision 
points in the pharmaceutical system (registration, selection, procurement, distribution, and 
service delivery). In the prior section, we provided a detailed analysis of our methodology based 
on a pilot test that took place in Costa Rica during a two month time period. For reasons of 
parsimony, we will only highlight the main findings in this section. 
 
The methodology we developed was a practical, timely and effective way to determine the level 
of transparency of critical decision points in the pharmaceutical system. Four survey methods 
were employed which enabled us to generate both qualitative and quantitative data about the 
good governance of the pharmaceutical system. The variety of approaches used were functional 
insofar as they enabled us to gather data that could either be corroborated or rejected. In addition, 
we learned from our pilot study the value of investing time prior to the actual implementation of 
the pharmaceutical decision point assessment to gain political support so that the risk of 
resistance to the assessment is minimized (see Annex One). 
 
Our assessment tool has illuminated how there can be vast differences in the institutional 
strength, transparency and, hence, good governance, between decision points in the 
pharmaceutical system. Knowledge of the respective strengths and weaknesses of the core 
decision points, and subsequently the specific activities which fall under each decision point, in 
the pharmaceutical system is of the utmost importance for any type of pharmaceutical system 
lending. Without this knowledge, the likelihood of making poor investments is simply too great. 
Our assessment tool and its corresponding graphical rating chart can be important tools to apply 
in the identification phase of a lending project. By determining the rating of each of the five 
decision points, health specialists and government decision makers can make more informed and 
prioritized choices about the type and amounts of lending which will be allocated to the 
pharmaceutical system. 
 
Using Costa Rica as an example, we determined what decision points and processes which fall 
under each decision point were most vulnerable to corruption and then we rated them using a 
consumer index format. By implementing the assessment tool and summarizing the findings 
through the rating system we devised, priorities can more easily be made about where 
investments should be targeted to ensure the strengthening of the pharmaceutical system. In this 
case, we argue that investments should generally be directed towards the weakest decision point 
in the  pharmaceutical system -- drug procurement -- and those specific processes in the other 
decision point areas with less than half a circle rating (e.g. policing capabilities under 
registration). In short, our methodology and corresponding rating system can help health 
specialists and government decision makers prioritize those areas in the pharmaceutical system 
which need investments most and, even more narrowly, what specific processes within each 
decision point require strengthening. 
 
The World Bank is committed to addressing corruption by paying explicit attention to it in 
Country Assistance Strategy, policy studies and lending activities. Our assessment tool is in 
keeping with this goal of the World Bank to “mainstream” corruption. It affords health 

 50



specialists a diagnostic tool for lending operations that can be applied to an area of the health 
sector which is particularly vulnerable to the risk of corruption because of information 
asymmetries, principal-agent problems and weak or non-existent incentive structures for high 
quality performance. When compared to the corruption-specific work which the World Bank has 
undertaken, our study, again, is consistent with current approaches. For example, The WBI has 
done extensive work on corruption and notes the importance of identifying the institutions that 
need reform and the institutions that can serve as an example of governance. It also suggests the 
importance of understanding the different types of corruption present in a given situation (e.g. 
administrative, undue government influence, theft of public goods, etc.), and finally, the 
importance of identifying the determinants of governance.32 The diagnostic tool we developed 
can help health specialists and government decision makers determine the aforementioned. In 
short, our tool can ultimately help contribute to improving access of the population to good 
quality, essential medicines by ensuring investments are made in those decision points in the 
pharmaceutical system which need to be strengthened. 
 
Finally, we have emphasized that the pharmaceutical system consists of a number of critical 
decision points that need to be transparent and accountable, and function according to the 
principles of good governance. If one of the decision points in the system is weak, then it is 
likely that the pharmaceutical system as a whole becomes less robust and ultimately this has an 
adverse impact on the access of the population to good quality, essential medicines. 
Understanding the potential risks to corruption in the pharmaceutical system and knowing what 
decision points in the pharmaceutical system are least resistant to corruption are prerequisites for 
responsible lending to the pharmaceutical system and helping to ensure that access to essential 
medicines is improved for those most in need. 
 
 
 
 
 
 
 

                                                 
32 See www.worldbank.org/wbi/governance/esp 
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Annex 1:  List of Interviews and Access Letter 

 
The sixty-five indicators were distributed according to the first four decision points in the 

system addressed by each question (Drug Registration, Drug Selection, Procurement and 
Distribution).  Once these indicators were distributed by area of responsibility, these were 
assigned to the appropriate public institution that handles each area (Ministry of Health, Social 
Security Institute, General Controller’s Office, public hospitals).  The health care officials 
responsible for each area of interest were identified with the assistance of government officials 
and government advisors.  All sixty-five indicators were mapped to key staff members 
depending on each person’s ability to adequately answer the questions, and access to data and 
documentation on the issues addressed by each indicator. 

 
Evaluation interviews were held with officials from the following public offices: 
 
Ministry of Health    Social Security Institute 
 
- Minister’s Office    -  President’s Office 
- Registration and Controls Office  -  Pharmacotherapy Committee 
- Customer Service Office      -  Committee for Drug Purchases 
- Drug Registration Council   -  Procurement Department 
- Legal Department    -  Internal Audits 

 -Advisors to the Minister   -  Technical Specifications Commission  
- Controls Unit     -  Storage and Distribution Department 

        -  Drug Purchasing Commission 
        -  Pharmaceuticals Commission 

 Public Hospitals (4)    -  Quality Control Laboratory 
        -  Finance Department 

- Hospital Director    -  External Warehouses 
- Procurement Office    -  Department of Operations  
- Pharmacy unit    -  Programming and Evaluation of  
- Pharmacotherapy Committee (local)     Supplies Department 

 
 
General Controller’s Office (National Government) 

 
 - Health Department 
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Access letter provided by the Social Security Institute 
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Annex 2: Complete List of Indicators 
 

Description of Pharmaceutical Transparency Indicators with Interpretation Guidelines 
 

 
SECTION ONE: DRUG REGISTRATION 
 
 

Detecting corruption in the pharmaceutical system is often complex because inefficiency 
and corruption can be difficult to disentangle. The indicators that follow are not 
individually an unequivocal sign of corruption. However, they can be used as signals to 
help detect where in the pharmaceutical system there may be corruption so that further 
investigation can take place. 
 
Interpretation Guidelines Key: Each indicator will be rated on a scale from one to five. 
One represents the highest likelihood of vulnerability to corruption and five represents 
the lowest. Three represents an average rating. Where needed, further explanations 
are given below the relevant indicator.  At the conclusion of the survey, an aggregate 
composite of the indicators will be provided. Questions should be answered as Yes, No 
or Other (with explanation).  Sources must be provided with each question. For 
example, official documents, non-official reports, or oral communication with a 
person(s). Information should be provided as to whether the documents are available 
on a website;  immediately available from the responsible agency; or difficult to obtain 
from a government agency.  
 
 
One               Two                Three                        Four                               Five 
 
Vulnerable                    Average Vulnerability                                    Low Vulnerability 
 
Indicator 1: Is there a drug registration information system? 
 
Rationale: The existence of a drug registration information system with accurate, up to date 
information can indicate how transparent the government is about the pharmaceutical 
products in its markets if there is a significant volume of private sector drug sales. In this 
case, it measures the degree to which a government protects its population from products of 
uncertified quality and effects. 
 
Description: An official registration (licensing or marketing) of products approved for sale 
or distribution in the country. Drugs not listed on the official register are considered as non-
registered.  Drug registration must be based on an objective assessment of a drug’s efficacy, 
safety, quality and truth in packaging. The indicator is applicable to all pharmaceutical drug 
products identified in national legislation as requiring registration. The drug registration 
system can be described as: manual; computerized; mixed or none if there is no system. It 
should be a dynamic system and include the name and contact information of the company 
registering the drug, the name of the manufacturing company, if applicable, the country 
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where the product was manufactured, when it was registered, and complete product 
description. 
 
Interpretation Guidelines: If the registration system fulfills all of the above criteria, then it 
should receive a rating of five: the lowest likelihood of corruption. If only parts of the above 
criteria are fulfilled, then it should be rated lower, depending on the criteria provided. 
 
Indicator 2: Is there a public document that describes how to register a drug in this 
market? 
 
Rationale: The need for consistent and open procedures for drug registration for all drug 
manufacturers and suppliers are critical for a transparent pharmaceutical system.  
 
Description: This public document must clearly describe the processes, fees, and authorities 
involved in the drug registration process. It should be readily available to any interested 
supplier or manufacturer and its application must be uniform. 
 
Interpretation Guidelines: If the public document is comprehensive, consistent, and easily 
accessible, this indicator should receive a rating of five. If the document is not complete, 
then this indicator should receive a rating of three. If there is no public document available, 
then this indicator should be rated a one.  
 
Indicator 3: Is there a standard application form? 
 
Rationale: A standard application form is a measure of even registration standards. It 
suggests that drug products are evaluated on objective criteria and are applied uniformly 
irrespective of the supplier or manufacturer. 
 
Description: The document should include the product name and the manufacturer. It may 
be expanded to include the nonproprietary names for active substances, composition 
(including active ingredients), pharmacological action, therapeutic classification, and claims 
made in the packaging insert.  
 
Interpretation Guidelines: If the application form is comprehensive, containing the 
information listed above and applied uniformly, then this indicator would be rated a five. If 
the application form was standardized but not thorough, then this indicator would receive a 
rating of two or three. 
 
Indicator 4: Is this document readily available? 
 
Rationale:  There is often a wide gap between pharmaceutical regulation and policy and 
how it is implemented. This indicator is examining whether the document is readily 
available. If affirmative, it suggests that the policy is being implemented in practice. 
 
Description: The drug registration form should be readily available through a government 
website or through government offices so that suppliers and manufacturers are able to 
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access it with ease. 
 
Interpretation Guidelines:  If the document is easily obtainable, through a website or a 
government office, then this indicator should be rated a five. If the document can be found 
with some effort, then this indicator should be rated a three. 
 
Indicator 5: Is there a formal committee responsible for drug registration? If so, what 
criteria are used for selecting members to the committee? 
 
Rationale: If a country has a well-developed pharmaceutical system, the existence of a 
formal committee with the responsibility for drug registration may help ensure transparency 
in the drug registration process if the committee membership is selected according to their 
appropriate technical qualifications and the basis of their decision making is scrutinized. If a 
country is at an unsophisticated level of pharmaceutical supply and drug registration is more 
limited to the notification procedure whereby standard information is obtained on all 
pharmaceutical products offered for sale in the country and entered into a register and no 
judgment is made regarding the appropriateness of the drugs for sale in the country, then the 
existence of such a formal committee is less important.  
 
Description: The drug committee should ensure that the drugs listed in the national register 
are assessed for efficacy, safety, quality, truth, and completeness of packaging information. 
The latter is a basic procedure. At a more advanced stage, the committee should examine 
individual products by examining detailed data from the manufacturer and literature to 
assess the quality, safety, and efficacy of a product. Finally, the committee should also 
ensure that older drugs in the market are systematically reassessed.  
 
Interpretation Guidelines: If the drug committee is formally established, composed of 
professionals with the requisite technical skills, and meets on a regular basis, then this 
indicator should be rated at five. If the committee exists but does not meet regularly and is 
composed of questionable members, then this indicator should be rated at three. 
 
Indicator 6: Is there an organigram to describe the composition of the committee 
available as a public document? 
 
Rationale: A basic organigram that describes the committee membership roles and 
responsibilities helps ensure transparency in the drug registration process.  
 
Description: The organigram should list each committee member by name and by  
responsibility. There should be a clear rationale presented for each committee member and 
the organigram should be in the public domain. 
 
Interpretation Guidelines: If the organigram is up to date, clear, and in the public domain, 
this indicator should be rated at five. If there is an organigram but it is difficult to read and 
not current, this indicator should receive a two.  
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Indicator 7: Does membership of the committee change periodically? 
 
Rationale: Entrenched committee membership may lead to biased and corrupt procedures 
in the registration process.  
 
Description: Periodic membership change is part of a democratic process. There should be 
a formal written procedure in place to describe how members of the drug registration 
committee are selected, by whom, and the length of their term. Similarly, there should be 
procedures in place to revoke committee membership stipulating the conditions under which 
revocation may occur, including the suspicion  or evidence of conflict of interest. 
 
Interpretation Guidelines: If the committee membership changes on a regular basis and 
there are comprehensive guidelines about the roles, responsibilities, and ethical imperatives 
of committee membership, then this indicator should receive a rating of five. If the 
committee membership does not change regularly, there are no written formal procedures 
about what membership entails, and the process appears non-transparent, then this indicator 
should receive a one. 
 
Indicator 8: Does the committee emit a written report for each rejected file? 
 
Rationale: Providing a written report to suppliers and manufacturers providing reasons for 
the rejection of a submission discourages inappropriate action on the part of the committee 
and allows suppliers and manufacturers to contest decisions.  The review process, moreover, 
should be done on a timely basis and not vary greatly from submission to submission.  
 
Description: The conditions of rejecting an application should be one of the following: the 
medical product is harmful in the normal conditions of use; its therapeutic efficacy is 
lacking or is insufficiently substantiated by the applicant, or its qualitative and quantitative 
composition is not as declared.  
 
Interpretation Guidelines: If the committee provides clear explanations based on objective 
criteria and in a written format, then this indicator should receive a five. If the reasons for 
rejection are not thoroughly provided, this indicator should receive a three. If there is no 
written explanation for a rejected file, this indicator should receive a one. 
 
 
Indicator 9: Have there been drug recalls in the past 3 years? 
 
Description: This indicator will record the number of registered drugs that have been 
recalled off the market and include the rationale put forward from information provided by 
drug registration staff, the registration information system or other sources. 
 
Interpretation Guidelines: If there are clear examples of drug recalls with solid 
explanations, this indicator should receive a rating of five. If there is no evidence of drug 
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recalls, this indicator should receive a one. 
 
Indicator 10: Are there formalized procedures to deal with drug safety and efficacy in 
place? 
 
Rationale: Formalized procedures to monitor the safety and efficacy of pharmaceuticals in 
the market are critical responsibilities of the government and necessary to avert public 
health disasters. 
 
Description: This indicator will assess what drug safety measures are in place. This should 
include a drug information system, quality assurance systems, and appropriate 
administrative procedures. 
 
Interpretation Guidelines: If there is a formal system and comprehensive system in place 
to ensure drug safety and efficacy in the pharmaceutical market, then this indicator should 
be ranked a five. If there are some procedures in place but the system is not comprehensive, 
then this indicator should be ranked a three. If there are poor or non-existent procedures 
evident, then this indicator should be ranked a one. 
 
Indicator 11: Is one person responsible for the decision making? 
 
Rationale: If one person de facto holds responsibility for authorizing all drug registrations 
in the market, there is an obvious risk of corruption because there is no check on his 
authority. 
 
Description: The decision making process should consist of a number of persons with 
sufficient checks and balances in place to ensure that decision making is based on objective 
criteria that is publicly available. 
 
Interpretation Guidelines: If one person is responsible for the decision making or there are 
non-transparent procedures in place, then this indicator should be rated a one. If there are 
clearly democratic  and transparent processes for decision making, this indicator should be 
rated a five. 
 
Indicator 12: Is the registration fee public information? 
 
Rationale: If a registration fee is publicly known, it lessens the risk of a public official 
increasing the fee for private gain. 
 
Description: The drug registration fee should be publicly available through a government 
website or printed on a registration document. The fee schedule should be standardized. 
 
Interpretation Guidelines: If the registration fee is in the public domain, then this indicator 
should receive a five. If there is no evidence of public information about drug registration 
fees, then this indicator should receive a one. 
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Indicator 13: Have registration fees increased more than 50 percent in real terms 
during the past five years? 
 
Rationale: Registration fees, typically, should not significantly increase in real terms from 
year to year. This indicator is determining whether any unusual increases have occurred in a 
short period of time which may suggest corrupt behaviour. 
 
Description: Registration fees should reflect no unexplained dramatic increases in a short 
period of time. 
 
Interpretation Guidelines:  If registration fee increases during a five-year period reflects 
no unusual increases, then this indicator should receive a rating of five. 
 
Indicator 14: Is there a waiting list for drug registration? 
 
Rationale: Delays in drug registration are not always the result of corrupt behaviour but 
rather inefficiencies as a result of poor management or insufficient human and institutional 
resources.  However, unusual delays or fast tracking of certain applications without sound 
justification may suggest corrupt behaviour. This indicator will try to determine whether 
delays in drug registration are significant and whether they are caused by inefficiencies or 
by some combination of the latter and corrupt behaviour. 
 
Description: The waiting list for drug regulations should be reviewed carefully to assess 
what types of manufacturers and suppliers are on the list. The indicator should reflect the 
existence of a waiting list, composition of the list, quantification of delays and a file 
outlining the justification of the delay. 
 
Interpretation Guidelines: If delays in the registration procedure are uniform, irrespective 
of manufacturer, then this indicator should receive a rating of three. If certain manufacturers 
experience no delays, when others do, then this indicator should receive a rating of one. 
 
Indicator 15: Is the time from application to market entry uniform from application to 
application? 
 
Rationale: Even if a drug regulatory authority takes a lengthy period of time from the time 
of the application submission to actual market entry, if it is consistent across all 
applications, this likely indicates inefficiency rather than unethical behaviour on the part of 
government officials. Inconsistent time periods, however, for drug registration may indicate 
non-ethical behaviour on the part of the government officials. 
 
Description: The average amount of time it takes for a drug to be registered in the market 
should be available through the government agency that is responsible for the drug 
registration. This average time should be checked against a sample of manufacturers and 
suppliers who have recently had a product registered in the market. 
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Interpretation Guidelines: If the average time for drug registration is consistent across the 
sample, then this indicator should receive a rating of five. However, if the sample indicates 
significant differences with regards to the timing of drug registration, then this indicator 
should receive a rating of one.  
 
Indicator 16: Are there drugs in the market that are non-registered? 
 
Rationale: The number of unregistered drugs for sale in a market demonstrates the degree 
to which a government enforces its drug control policies and protects its population from 
uncertified products of uncertified quality and effect. High numbers of unregistered drugs 
suggest a regulatory agency that is not functioning effectively.  This may be due to a lack of 
institutional capacity and/or human resources. It may also be a result of deliberate acts of 
omission. 
 
Description: This indicator measures how well drug registration regulations are being 
implemented by the government. A product is considered officially registered when the drug 
is listed on an official register of products approved for sale or distribution in the country. 
Drugs not listed are considered as non-registered. 
 
Interpretation Guidelines: If there is no evidence of non-registered drugs in the market, 
this indicator should receive a rating of five. If there is some evidence of non-registered 
drugs, then this indicator should receive a rating of three. If it is common for drugs to be 
non-registered, then this indicator should be rated a one. 
 
SECTION TWO: DRUG SELECTION 
 
Indicator 17: Is there a limited formulary? 
 
Rationale:. If used properly, it can help ensure that drug expenditure is not wasted by the 
government on unnecessary drug products that may be promoted by suppliers to 
governments through the use of legal marketing strategies or illegal payoffs.  
 
Description: A limited drug formulary is a published document that identifies those drugs 
determined by a national authority to be essential for key public health problems in a 
country and available through the public health system. It is a drug selection tool that, if 
prepared appropriately, can help governments purchase appropriate drugs for their 
population.  
 
Interpretation Guidelines: If there as a limited drug formulary that is up to date and well 
known among government officials, then this indicator should receive a rating of five. If it is 
out of date but still well known among government officials, then this indicator should 
receive a rating of three. 
 
Indicator 18: Is the limited drug formulary consistent with the World Health 
Organization’s Essential Drug List?  
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Rationale: Essential Drug List (EDL) should list pharmaceuticals by generic name that 
meet the basic health needs of the majority of the population and are cost-effective. The 
EDL should serve as a framework for the country. 
 
Description: The principles and recommendations for developing and maintaining an EDL 
have been set forth by WHO, and includes using generic names, avoiding combination 
products, etc. WHO produces a model list that countries may refer to as a guide. However, it 
is not expected that countries will adopt the model list.  
 
Interpretation Guidelines: If the drug formulary is consistent with WHO principles, then 
this indicator should receive a rating of five. If there is deviation with justification (based on 
real health needs), then this indicator should still receive a rating of five. If there are drugs 
on the list that do not meet the health needs of the population, this indicator should receive a 
rating of one. 
 
 
Indicator 19: Is the inclusion of new drugs to the limited drug formulary based on 
studies of cost-effectiveness and health needs? 
 
Rationale: This indicator helps to assess what criteria the government uses for the inclusion 
of new drugs on its national drug formulary and how transparent they are. 
 
Description: The government should have clear guidelines that specify what criteria are 
applied for drugs to be included on the national drug formulary. The inclusion of a new drug 
should be based on studies that confirm that the drug is necessary for the health needs of the 
population and ideally cost-effectiveness. 
 
Interpretation Guidelines: If the government has clear guidelines on the inclusion of new 
drugs on its national formulary and these guidelines are in the public domain, then this 
indicator should receive a rating of five. If there are guidelines but they are not in the public 
domain, then this indicator should receive a rating of three. If there are no guidelines or they 
are out-dated, then this indicator should receive a rating of one. 
 
Indicator 20:Are there clear written criteria for including and eliminating drugs from 
the national drug formulary? 
 
Rationale: This indicator can help assess the transparency of the government’s decision 
making processes relating to the national drug formulary. Increased transparency of drug 
selection can help lessen the likelihood of collusion or payoffs for inclusion on the list and 
reduces the discretion of the committee members.  
 
Description: The government should have clear guidelines that specify what criteria is 
applied for drugs to be included on the national drug formulary. The inclusion of a new drug 
should be based on studies that confirm that the drug is necessary for the health needs of the 
population and ideally cost-effectiveness. This is particularly relevant for drugs that are not 
essential drugs. Equally important, the deletion of a drug from the national drug formulary 
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should be based on sound evidence that the drug is inappropriate or not cost-effective for the 
health needs of the population. 
 
Interpretation Guidelines: If the rules for drug inclusion or elimination from the national 
drug formulary are based on sound criteria and available in written format, then this 
indicator should receive a rating of five. If the rules for drug inclusion or elimination are 
available publicly but are based on unclear criteria, then this indicator should receive a 
rating of three. If there is no criteria available, then this indicator should receive a rating of 
one. 
 
Indicator 21: Is committee membership on the drug selection committee on a rotating 
basis or limited in time? 
 
Rationale: Membership on the drug selection committee should be regularly changed to 
reduce the likelihood of biased decision making.  
 
Description: The names of the individuals and agencies involved in determining the 
formulary list should be public information and listed in the formulary manual. The 
committee membership should be rotating or limited in time to reduce likelihood for 
systematic bias in the decision making process and to limit an individual’s power and 
influence in drug registration decision making. 
 
Interpretation Guidelines: If committee membership is limited or rotating and there is 
public information about the terms of membership, then this indicator should receive a 
rating of five. If there is limited membership but there is no public information about its 
terms, then this indicator should receive a rating of three. 
 
Indicator 22: Is there a maximum time period for selection decisions? 
 
Rationale: To reduce the likelihood of random (or maximize the possibility of systematic) 
decision making relating to the drug selection process, there should be designated maximum 
time periods set for the drug selection committee to meet and make decisions about what 
drug will remain on the national drug formulary, what drugs will be deleted from it, and 
what drugs will be added to it. 
 
Description: The drug selection process should take place in a discrete period of time to 
ensure that the process is open and consistent. 
 
Interpretation Guidelines: If the drug selection/deletion process is well organized, with 
clearly established timelines, then this indicator should receive a rating of five. If drug 
selection is done on an ad hoc basis, then this indicator should receive a rating of one. 
 
Indicator 23:  Are the criteria for drug inclusion on the national formulary publicly 
disseminated? 
 
Rationale: Public information about drug decision making is necessary to lessen the 
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likelihood of drug formulary decisions that are not based on sound health and economic 
needs. 
 
Description: Public information about drug selection should be easily accessible. The 
rationale for drug selection should be clearly presented and backed up with the appropriate 
scientific and economic justifications. An information system that disseminates drug 
decision making criteria helps to ensure that if collusion takes place it is detectable. 
 
Interpretation Guidelines:  If drug selection processes and decisions are publicly available 
and widely disseminated in the public domain, then this indicator should receive a five. If 
the criteria is available but difficult to find, this indicator should receive a rating of two or 
three. If the criteria is not available publicly or privately, this indicator should receive a 
rating of one. 
 
Indicator 24: Are generic drugs selected for the national drug formulary except in the 
cases when a generic substitute is not available? 
 
Rationale: The selection of generic drugs is one measure of a country’s efforts to ensure 
cost-effective products are used in the public health care system. The selection and use of 
generic drugs for a national drug formulary helps ensure clarity, quality, and cost-
effectiveness. Generic drugs are more informative than brand name drugs and can be bought 
from multiple suppliers and generic drug products are often cheaper than brand-name 
products. 
 
Description:  Every drug in the pharmaceutical market has an international nonproprietary 
name (INN) or generic name. The INN is the drug’s official name irrespective of the 
manufacturer or marketing company. The formulary should include the generic name. 
 
Interpretation Guidelines: If the national formulary uses generic drugs primarily unless 
there is no generic substitute available, then this indicator should be rated a five. If the 
national formulary lists some drugs by generic name and others by brand name, this 
indicator should be rated a two or three. If there are no generic names used, then this 
indicator should be rated a one.  
 
Indicator 25:  Are there clear criteria for committee membership? 
 
Rationale: The drug selection committee should be comprised of members that are 
appointed for their professional expertise. Each committee member should be screened for 
honesty and integrity as part of the appointment process. 
 
Description: The drug formulary committee could be the national drug committee or a 
smaller subcommittee of it. It should ideally include a clinical pharmacist or 
pharmacologist, a physician and medical specialists that can prepare and/or review drugs. 
 
Interpretation Guidelines: If the criteria for committee membership is clearly presented 
with detailed terms of reference for each position and publicly available, then this indicator 
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should be rated a five. 
 
 
Indicator 26: Are the criteria for committee membership publicly available? 
 
Rationale: The criteria for committee membership should be publicly available to reduce 
the likelihood of inappropriate non-merit appointments and the risk of nepotism. 
 
Description: Committee membership should be based on clear criteria that ensure that 
recruitment is based on merit. This criteria should enhance accountability and transparency 
so long as they are easy to obtain. 
 
Interpretation Guidelines: If the criteria for committee membership are clearly presented 
with detailed terms of reference for each position and publicly available, then this indicator 
should be rated a five. If the criteria for committee membership is as above but not available 
publicly, then this indicator should be rated a two. 
 
Indicator 27: Is there one person responsible for the committee decisions? 
 
Rationale: This is another indicator to measure the amount of checks and balances which 
are part of the drug selection process.  
 
Description: The decision making process for drug selection should reflect the input from a 
number of individuals and not be made, de facto, by one person. Information should be 
obtained on the processes and procedures and individuals responsible for them at each stage 
of the drug selection process. 
 
Interpretation Guidelines: If one person is responsible for committee decision making 
(e.g. a chair), then this indicator should receive a rating of one. If committee decisions are 
made by clear decision rules that involve all members in a democratic manner, then this 
indicator should receive a five.  
 
Indicator 28: Is the percentage of local (non-multinational) or non-local 
manufacturers from which the government purchases greater than 80%? 
 
Rationale: If the drug selection process is open, transparent, and competitive, it is likely 
that the drug suppliers on the national drug formulary will be comprised of a mix of 
international and local suppliers. This indicator measures whether there is a bias towards 
local or multinational suppliers. 
 
Description:  The government procurement office should maintain a list of manufacturers 
from which it purchases drugs. Using this list, it should be possible to identify what type of 
suppliers tend to have a majority share of supplying drugs to the public health facilities. 
 
Interpretation Guidelines: If the government purchases more than 80 % of its drugs from 
local or multinational suppliers, then this indicator should receive a rating of one. If the 
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government purchases  70% of its drug suppliers from local or multinational suppliers, than 
this indicator should receive a rating of two. If the government purchases 20% or less of its 
drug supplies from local or multinational suppliers, then this indicator should receive a 
rating of five. 
 
Indicator 29: Is there a law or regulation prohibiting members of the drug selection 
committee from accepting support in kind or in cash from pharmaceutical companies?
 
Rationale: This indicator measures the government’s commitment to preventing potentially 
unethical behaviour on the part of public officials involved in the drug selection process. 
 
Description: The government should have a law that explicitly prevents public officials 
who are members of the drug selection committee from accepting gifts in cash or kind from 
pharmaceutical companies. In most countries, bribery legislation is in the statute books. 
Such provisions are usually found in the penal code or in some cases there is special 
corruption legislation. 
 
Interpretation Guidelines: If there is a law in effect that prohibits members from the drug 
selection committee accepting gifts in cash or kind, then this indicator should receive a 
rating of five. If there is no law or regulation, this indicator should receive a rating of one. 
 
Indicator 30: Are there clear sanctions for breach of these laws? 
 
Rationale:  This indicator measures a government’s commitment to penalize public 
officials for behaviour which breaches the law by examining what provisions are in place. 
 
Description: The government should have expressed sanctions that indicate the type of 
penalties which are levied on a public official if he has breached the law. Ideally, examples 
of specific cases involving these sanctions should be provided. 
 
Interpretation Guidelines: If sanctions are in place and examples of the enforcement of 
these sanctions are provided, then this indicator should receive a rating of five. If there are 
sanctions in place but little evidence of enforcement, this indicator should be rated a two or 
three. 
 
Indicator 31:  Has any committee member worked in the past or is now working for 
the pharmaceutical industry? 
 
Rationale: The potential for biased decision making is greater if a committee member has 
worked or is working for the pharmaceutical industry. 
 
Description: The committee members should not have any past or present linkages with the 
pharmaceutical industry, whether it be local or international. Background checks on each 
member should be mandatory as a preventative measure against any potential conflict of 
interest. 
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Interpretation Guidelines: If one or more committee members have or have had ties to the 
pharmaceutical industry, then this indicator should receive a rating of one. If there is no 
evidence of any member having connections to the pharmaceutical industry, then this 
indicator should be ranked a five. 
 
Indicator 32: Is there an independent drug agency that provides unbiased 
information? 
 
Rationale: Drug selection should be based on impartial decision making. To facilitate this, 
it is imperative that committee members have access to unbiased drug information from an 
independent body. 
 
Description: Committee members should base their decision making on unbiased 
information and evidence. Ideally, an independent drug information agency should provide 
information to the committee members. 
 
Interpretation Guidelines: If there is evidence of a well functioning, independent drug 
information agency, that regularly supplies information to the government and the public, 
then this indicator should receive a five. If there is an independent drug information agency 
but the reach of its information dissemination is uncertain, then this indicator should receive 
a rating of three. If there is no drug information agency or it is affiliated to a government 
agency, then this indicator should receive a rating of below three. 
 
SECTION THREE: THE PROCUREMENT OF PHARMACEUTICALS 
 
Indicator 33: Are there competitive procedures for the procurement of 
pharmaceuticals? 
 
Rationale: Most legal systems have introduced competitive bidding as the best method for 
fair and efficient procurement. Competitive bidding for the procurement of pharmaceuticals 
can be international or limited to national bidders; it can be open or restricted to a limited 
number of bidders, sometimes on the basis of a pre-qualification system.  
 
Description: The types of competitive bidding procedures which are used must be 
appropriate, transparent, fair, and consistently applicable to the national law.  If there an 
exceptions to the rule (e.g. for certain types of products), these must be fully justified and, in 
some cases, approved by a relevant government authority. To meet the criteria of 
competitiveness, pharmaceuticals must be purchased on the basis of sealed bids submitted in 
response to government requests to supply drugs. 
 
Interpretation Guidelines: If the procurement procedures are transparent and in line with 
international standards (for example, as per World Bank guidelines) then this indicator 
should receive a rating of five. If the procurement procedures are not transparent but are 
described as competitive, then this indicator should receive a rating of one. 
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Indicator 34:  Does the government use written procedures (prepared within the 
previous 5 years) for drug procurement? 
 
Rationale: Written procurement procedures for drug procurement can help ensure that the 
process is open and transparent.  This indicator assesses, moreover, whether the government
is using procurement procedures that are not out-dated. 
 
Description: The government should have an explicit policy document that describes the 
procurement process for drugs clearly. 
 
Interpretation Guidelines: If the government has written procedures for drug procurement 
that are clear and up to date, then this indicator should receive a rating of five. If there are 
clear procedures that are publicly available in place but they are out-dated, this indicator 
should receive a rating of two or three. 
 
Indicator 35: Are these written procedures publicly available? 
 
Rationale: The procurement procedures should be publicly available to ensure that they are 
fair, equitable, and are open to scrutiny. 
  
Description: Publicly available procurement procedures help to strengthen the 
accountability of the procurement process. Information dissemination can also help counter 
collusion. The government’s procurement procedures should be easily accessible to the 
public through a government website or office. 
 
Interpretation Guidelines: If the procurement procedures are easily accessible, then this 
indicator should receive a rating of four or five. If the procurement procedures are 
somewhat accessible, then this indicator should receive a rating of two or three. If the 
procurement procedures are difficult to obtain publicly, then this indicator should receive a 
rating of one. 
 
Indicator 36: Is there a clear algorithm, based on utilization of services and health 
needs, to determine quantity and type of pharmaceuticals purchased? 
 
Rationale: To mitigate against the risk of oversupply, undersupply, or unnecessary supply 
of pharmaceuticals, drug purchases should be based on objective, actual or expected health 
needs. Use of an established methodology for estimating needs reduces vulnerability to 
unwarranted pressure from pharmaceutical suppliers to make drug purchases by government 
officials through the use of kickbacks and other types of payoffs. 
 
Description: There are four major methods for quantifying drug needs: consumption (based 
on historical data), morbidity based, adjusted consumption, and service-level projection. 
Ideally, a combination of these will be applied to obtain the most accurate estimates.  
 
Interpretation Guidelines: If the methodology for quantifying drug needs is well 
documented and based on objective criteria, as defined above, then the indicator should 
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receive a rating of four or five.  
 
Indicator 37: Are there specific criteria for tender committee membership? 
 
Rationale: The procurement committee should be comprised of members that are appointed 
for their professional expertise. Each committee member should be screened for honesty and 
integrity as part of the appointment process. 
 
Description: Drug procurement contracting typically involves large amounts of money so 
the potential for unethical processes must be monitored. The government should ensure that 
quality persons are involved in the procurement process and that these members should have 
skills that complement each other. An oversight body should be responsible for monitoring 
the activities of the procurement committee. 
 
Interpretation Guidelines: If there are clear guidelines for membership on the procurement 
committee and some type of oversight mechanism, then this indicator should receive a four 
or five. If there are clear guidelines for membership but no oversight processes in place, 
then this indicator should receive a rating of three. 
 
Indicator 38: Is this membership permanent? 
 
Rationale: Rotating membership helps deter and reduce opportunities for unwarranted 
influence on committee activities. If membership for the procurement committee is 
permanent, the likelihood for  unethical behaviour increases because there is less oversight. 
 
Description:  The committee membership should change periodically. The government 
should have a formal written procedure in place for the appointment of members to the 
procurement committee and for the replacement of members. 
 
Interpretation Guidelines:  If the committee membership changes on a regular basis and 
there are clear procedures for the tenure of membership, then this indicator should receive a 
rating of five. If committee membership changes on an ad hoc basis, then this indicator 
should receive a rating of two or three. If there is evidence of little change of committee 
membership, then this indicator should receive a rating of one. 
 
Indicator 39: Are the contract specifications publicly available and distributed with 
the tender documents? 
 
Rationale: Any action that deviates from a standard practice of procurement may suggest 
corruption.  Basic procurement principles require that all bid evaluation criteria are specified 
in the bidding documents.  
 
Description:  The contract specifications should include evaluation criteria which may be 
based on price alone or a combination of price and other technical and economic 
considerations. Bid documents should include any margin of preference and any non-price 
criteria and its relative weight. 
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Interpretation Guidelines: If the criteria for selecting the winning bid is presented clearly, 
in written format, and accompanies all tender documents, then this indicator should receive 
a rating of five. If the contract specifications are presented but are not thorough, this 
indicator should be rated a two or three. If no contract specifications are presented, then this 
indicator should receive a rating of one. 
 
Indicator 40: Are tenders for pharmaceuticals publicized in newspapers, gazettes, 
trade publications or other mediums? 
 
Rationale: Increase transparency of  the bidding process and uses information to lessen the 
risk of corruption and ensures fair competition by opening up the bid to interested and 
eligible parties. 
 
Description: The government should publicize its upcoming tenders and invite bids from 
interested suppliers through appropriate information sources as listed above. 
 
Interpretation Guidelines: If tenders are regularly publicized in a range of mediums, then 
this indicator should receive a five. If tenders are not regularly publicized but when they are 
publicized, do so widely, then this indicator should receive a rating of  three. If tenders are 
not publicized, this indicator should receive a rating of one. 
 
Indicator 41: Is there a formal appeals process? 
 
Rationale: A formal appeals process in the procurement process helps promote honest 
behaviour on the parts of the governments and the suppliers/manufacturers. 
 
Description: A protest mechanism works in the following way. Firms can file protests 
based on their view that the tender excludes them unfairly or that the evaluation process was 
biased or inappropriate. 
 
Interpretation Guidelines: If there is a protest mechanism in operation and there is 
evidence of its use, then this indicator should receive a rating of five. If there is a protest 
mechanism in place but there is little evidence that it is used, then this indicator should 
receive a rating of two or three. If there is no protest mechanism to speak of, this indicator 
should receive a rating of one. 
 
Indicator 42: Is supplier performance monitored at least annually? 
 
Rationale: Monitoring of the procurement process post-tender is critical to ensure that drug 
suppliers are honouring their contracts. Poor performers can be identified and  
blacklisted from future tenders. 
 
Description: The government procurement office should monitor supplier performance and 
compliance with the contract terms. To this end, it needs to track suppliers’ lead time, 
delivery status, shelf life, and packaging of products. Product quality must also be tracked. 
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Interpretation Guidelines: If the supplier performance is monitored by the government in 
a systematic and consistent manner, then this indicator should receive a rating of four or 
five. If the supplier performance is only monitored haphazardly, then this indicator should 
receive a two or three. If there is no monitoring in place, then this indicator should receive a 
one. 
 
Indicator 43: Is the information obtained from the monitoring used to influence future 
procurement decisions? 
 
Rationale: This indicator measures how effectively the government uses information on 
procurement processes. If a supplier has been found to be a poor performer or delivers sub-
standard drugs, it should be barred from future contracts unless there are well justified 
reasons provided. 
 
Description: The government should have a list of past suppliers and an evaluation of their 
performance. Poor performers should be identified and prevented from bidding in future 
tenders. 
 
Interpretation Guidelines: If the information obtained about supplier performance is used 
to influence supplier selection in the future, then this indicator should receive a four or five, 
if and only if, the criteria used are objective and based on evidence. For example, if a 
supplier does not meet the terms of the tender, then the government should have a list that 
precludes the same supplier from competing in future tenders unless reasonable 
justifications can be provided for past delinquency. 
 
Indicator 44: Is there a management information system used to report product 
problems in procurement? 
 
Rationale: One of the most important tools in the procurement office is its management 
information system. This system should be used by both the procurement office and its 
clients to monitor the drug procurement process. It should track the entire procurement 
process and signal problems when they arise so they can be easily addressed. This indicator 
can help reveal if the government is ensuring that the requisite checks are in place to ensure 
that the procurement process is fluid and opportunities for corruption are reduced. 
 
Description: The management information system can be computerized or manual. It 
should have product records, monitor supplier and facility performance, quality assurance 
records, accounts receivable and payable and reporting any problems in these areas. 
 
Interpretation Guidelines: If there is an efficient management information system in place 
that is up to date and comprehensive, then this indicator should receive a four or five. If 
there is an information system in place but it is not up to date, then this indicator should 
receive a two. If there is no information system in place, this indicator should receive a 
rating of one. 
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Indicator 45: Is lot quality tested as part of the procurement procedure? 
 
Rationale:  Drugs purchased for the public health system must be guaranteed that they are 
of good quality; this is an indispensable part of the drug procurement process. It is 
necessary, then, to provide checks against the risk of counterfeit products (both brand-name 
and generic) to identify products that are mislabeled with regard to identity, sources, with an 
insufficient quantity of active ingredients, without active ingredients, or with fake 
packaging. 
 
Description: Each drug shipment should be physically inspected. This involves adherence 
to contract specifications and order completeness and inspecting samples of all items to 
check against any abnormalities. 
 
Interpretation Guidelines: If there is a systematic procedure to sample drug shipments to 
ensure that they meet contract specifications, then this indicator should receive a rating of 
four or  five. If lot samples are only checked periodically, this indicator should receive a 
rating of two or three. If there is evidence of no checking procedure, this indicator should 
receive a rating of one. 
 
Indicator 46: Is there a clear procedure to ensure that payment is linked to drug 
delivery? 
 
Rationale:  Payments for drugs made without the requisite drug delivery are suspect. This 
indicator examines what procedure the government has to ensure that drug delivery and 
payments made correspond exactly. 
 
Description: The procurement office should have a record of each order placed with 
contract suppliers, the dates the payments were made, any amounts due, and a list of all 
purchase receipts from the recipient facility. 
 
Interpretation Guidelines: If there is a complete, up to date, and well organized system to 
ensure that payment of drugs is linked to the delivery of drugs, then this indicator should 
receive a four or five. If there is an information system in place to monitor drug payment but 
it is not specifically tied to drug delivery, then this indicator should receive a rating of two. 
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Indicator 47: Are unit prices paid for public procurement of pharmaceuticals at least 
20 percent below the unit price in the private sector? 
 
Rationale: This indicator examines whether drug prices paid by the public sector are 
reasonable by comparing them with drug prices in the private sector. We estimate that if the 
unit price for pharmaceuticals paid for by the public sector is over 80 percent of the unit 
prices in the private sector, price inflation is likely. 
 
Description: The procurement office should have a listing of drug prices paid, by volume 
and type. Using recent lists, the unit price of drug prices paid for by the public sector should 
be compared with a representative sample of unit prices of the same drug in the private 
sector. 
 
Interpretation Guidelines: If the unit prices for publicly procured drugs are at least twenty 
percent below the unit prices in the private sector, then this indicator should receive a rating 
of five. If the unit prices are less then twenty percent below the unit prices in the private 
sector, then this indicator should receive a rating of three. If the unit prices in the public 
sector are above the unit prices in the private sector, then this indicator should receive a 
rating of one. 
 
Indicator 48: Are the drug procurement prices made publicly available? 
 
Rationale: A public accounting system that reports on all expenditures made through the 
procurement process is considered indispensable for a country’s good governance. If prices 
paid for drugs procured are made publicly available it reduces the likelihood of corruption 
and also fosters price competition. 
 
Description: The public accounting system should include the type of drug procured, the 
quantity of drugs procured, and the prices paid. This information ideally should be available 
through a government website so it is easily accessible. 
 
Interpretation Guidelines: If the drug prices the government pays is publicly available, 
either through the internet or a public document, and are continuously updated, then this 
indicator should receive a rating of four or  five. If the drug prices the government pays are 
available publicly but not updated regularly, then this indicator should receive a rating of 
three. If drug prices are not publicly available, this indicator should receive a rating of one. 
 
Indicator 49: Is procurement conducted using generic names when drugs procured are 
off-patent? 
 
Rationale: Drug procurement for off-patented drugs should entail the use of generic names 
instead of brand-name names so that no supplier is given preference.  
 
Description: The tender document should specify the name of the drug under its generic 
name. A generic drug name refers to the approved or nonproprietary name of a drug. It is 
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generally the international nonproprietary name (INN) given by WHO. 
 
Interpretation Guidelines: This indicator is straight-forward. If non-patented drugs are 
listed by generic name, this indicator should receive a rating of five. If not, this indicator 
should receive a rating of one. 
 
Indicator 50: Is the average duration from issuing of tender to delivery of drugs less 
than 1 year? 
 
Rationale: This indicator is designed to track instances of unusually long delays in the drug 
procurement process.  
 
Description: The average time it takes from the tender to the delivery of drugs should be 
calculated based on a representative sample of drug tenders. The sample of drug tenders 
should be recent. 
 
Interpretation Guidelines: If the process from tender issue to drug delivery is less than one 
year in duration, this indicator should receive a rating of four or five. If the process is 
eighteen months long, then this indicator should receive a rating of three. If the process is 
longer then two years, this indicator should receive a rating of one. 
 
Indicator 51: Does the procurement unit have an annual audit with published results?
 
Rationale: Given that the procurement of drugs carries a high risk of corruption, an annual 
audit of the procurement unit is indispensable. This annual audit should be available 
publicly. Regular annual audits also contribute to data about existing contacts and operating 
costs for the procurement unit which can be compared in time. 
 
Description: The annual audit of the procurement office should be conducted by an 
independent auditing firm to ensure impartiality. The annual audit should report operating 
costs of the procurement unit, pharmaceutical products tendered, quantities of the products, 
and the beneficiaries.  
 
Interpretation Guidelines: If the audit fits the criteria as outlined above, then this indicator 
should receive a rating of five. If there are irregular audits, then this indicator should receive 
a rating of two. If there is none, this indicator should receive a rating of one. 
 
Indicator 52: Are the criteria for adjudication of the tenders included as part of the 
tender package? 
 
Rationale: This indicator assesses whether the government has the requisite incentives in 
place to encourage honest behaviour on the part of government and suppliers. 
 
Description:  The tender package should include clear information about what protest 
processes are available to participating firms. This information should be included in all 
tender packages. 
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Interpretation Guidelines: If the tender package includes a comprehensive and clear 
inclusion about protest processes, then this indicator should receive a rating of four or five. 
If information is available publicly but it is not included in all tender documents, this 
indicator should receive a rating of three. If there are no criteria for adjudication available, 
this indicator should receive a rating of one. 
 
Indicator 53: In the past two years, is the share of drugs purchased through 
competitive bidding over 80 percent of the total pharmaceutical expenditure? 
 
Rationale: This indicator is verifying that the government uses competitive bidding 
procedures for the majority of its drug purchases. Exceptions to competitive bidding may be 
justified when a drug is needed for the public health system but it is currently under patent. 
 
Description: The government procurement office should have a listing of all drug 
purchases and the method used for their purchases.  
 
Interpretation Guidelines: If the share of drugs purchased  through competitive procedures 
is more than 80 percent, this indicator should receive a rating of five. If it is from 60 to 80 
percent, this indicator should receive a rating of four. If the share is from  
40 to 60 percent, a rating of three. If the share is from 20 to 40 percent, a rating of two, and 
below 20 percent, a rating of one. 
 
 
SECTION FOUR: THE DISTRIBUTION OF PHARMACEUTICALS 
 
Indicator 54: Is there an inventory management model that is used? 
 
Rationale: Good inventory management is essential for detecting and controlling theft from 
the warehouse. Secondly, inventory management models are required to ensure that drug 
purchases are made according to health demands of the population and thus lessen the 
likelihood of inflated purchases by bribe-seeking purchasing agents. 
 
Description: In the ideal inventory control model drugs are issued in response to demand. 
The stock in the warehouse consists of two types: the working stock and the safety stock. 
Any inventory control model used to manage purchasing must address the following: how 
much safety stock; reorder frequency; and reorder quantity. Basic theft control mechanisms 
include limited access to stores, locks, proper record keeping and record keeping and stock 
level monitoring. 
 
Interpretation Guidelines: If an inventory management model is used that fulfills the 
above criteria, then this indicator should receive a rating of four or five. If the inventory 
management model is used but it is not comprehensive, then this indicator should receive a 
rating of three.  If there is no inventory management model, this indicator should receive a 
rating of one. 
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Indicator 55: Are inventory levels monitored on at least a monthly basis? 
 
Rationale: To protect against the risk of theft, the inventory levels in a warehouse must be 
monitored on a regular basis. The records should reflect monthly monitoring. 
 
Description:  Warehouse staff should have written or computerized records of the inventory 
levels for the past year. Formalized written procedures manuals should specify 
responsibilities of all warehouse staff.  
 
Interpretation Guidelines:  If the stock of drugs in the public warehouses are monitored on 
a monthly basis, with an accurate record system, then this indicator should receive a rating 
of five. If the warehouses are monitored on a regular basis, with good record keeping, but 
with lengthy time between monitoring, then this indicator should receive a rating of three. If
standards fall below this, this indicator should be rated a one. 
 
Indicator 56: Are stock records reconciled with the physical counts on a regular basis?
 
Rationale: The  regular reconciliation of physical counts with stock records is critical for 
the inventory system and as a method to detect theft from the warehouse. Unannounced 
physical counts (spot checks) are particularly useful for deterring theft. 
 
Description: The warehouse staff should produce the most recent records of current stock 
levels and reconcile these records with a physical count of drugs in the warehouse. 
 
Interpretation Guidelines: If stock records are checked against physical counts of drugs, 
regularly, then this indicator should receive a rating of five. If stock records are reconciled 
with physical counts of drugs on an ad hoc basis, this indicator should receive a rating of 
two or three. If there is no evidence of this process, this indicator should receive a rating of 
one. 
 
Indicator 57: Is there systematic and orderly shelving of drug products in warehouses?
 
Rationale: A systematic and orderly shelving of drug products in the warehouses, helps to 
ensure that drug products are easily identifiable and missing stock can be detected with ease. 
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Description: The drug stock in the warehouses should be organized systematically, such as 
by therapeutic category or alphabetically. Any drug product should be found with ease if the 
system works effectively. 
 
Interpretation Guidelines: If the drugs stocked in the warehouse are organized in a 
systematic manner as described above, then this indicator should receive a rating of four or 
five. If only some stock are organized systematically but others are not, then this indicator 
should receive a rating of two. If there is no evidence of systematic organization, this 
indicator should receive a rating of one. 
 
Indicator 58: Is there a security management system in place to oversee storage and 
distribution?  
 
Rationale: Theft control requires secure storage places with limited access, security 
mechanisms, and the use of information systems to detect breaches. 
 
Description: It is not possible to prevent theft at every point in the supply and distribution 
system but the likelihood of theft can be reduced if there are a few appropriate measures in 
place such as listed in the above. This system should include at least 3 of the following 5 
elements: (a) monitoring of entry and exit to warehouses; (b) limited access; (c ) alarm 
system for security breaches; (d) cameras; (e) security force or responsible individual(s). 
 
Interpretation Guidelines: If three of the five elements are present, then this indicator 
should receive a rating of five. If two of the five elements are present, then this indicator 
should receive a rating of three. If one of the five elements are present, then this indicator 
should receive a rating of two. If there is none, this indicator receives a rating of one. 
 
Indicator 59: Are there independent audits of warehouses by national inspectors or 
outside contractors? 
 
Rationale: Third party audits of warehouses can facilitate the detection of irregular activity 
and act as a deterrent to corrupt behaviour. 
 
Description: Warehouses should be subject to unannounced audits by third parties. The 
warehouse supervisor should be able to provide the date of the last audit that was conducted.
 
Interpretation Guidelines: If there is evidence that warehouse audits take place by 
independent persons on a regular basis, then this indicator should receive a rating of four or 
five. If there are regular audits but they are not performed by an independent party, then this 
indicator should receive a rating of three. If there are ad hoc audits, this indicator should 
receive a rating of two.  If there is no evidence of audits, then this indicator should receive a 
rating of one. 
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Indicator 60: Are sanctions imposed on individuals for theft or corrupt practices? 
 
Rationale:  This indicator assesses how well a government implements legislation and/or 
policy that addresses corruption. 
 
Description: The sanctions imposed on an individual for corrupt behaviour should be 
powerful enough to act as a deterrent to others. 
 
Interpretation Guidelines: If there is evidence that an individual has been sanctioned for 
corrupt behaviour, then this indicator receives a rating of four or five. If there is suspicion of 
corrupt behaviour on the part of one or more individuals but no imposed sanctions, despite 
the existence of sanctions in the event of corrupt behaviour, then this indicator should 
receive a rating of two. 
 
Indicator 61: Has any public official been dismissed in the past 2 years for corruption 
or suspected corruption? 
 
Rationale: Corruption may be deterred if dishonest individuals are punished for their 
behaviour and values of honesty and professionalism are upheld. This indicator assesses how 
well a government commits in practice to eradicating corruption in the pharmaceutical 
system. 
 
Description: Sanctions are only effective if dishonest individuals suffer the consequences of 
their behaviour.  The indicator reflects how well the government enforces its anticorruption 
policies. 
 
Interpretation Guidelines: If there  was evidence of corrupt behavior on the part of an 
individual and he or she was dismissed, then this indicator should receive a rating of five. If 
there was no evidence of corrupt behavior on the part of an individual (so consequently there 
was no need for sanctions), then this indicator should receive a rating of five as well. If there 
was evidence of corrupt behaviour and less severe sanctions were imposed on an individual, 
then this indicator should receive a rating of three. 
 
 
Indicator 62:  Is there an information system (computerized or manual) in place to 
track the movement of pharmaceuticals from a warehouse to a health facility? 
 
Rationale: A good information system that can track the movement of pharmaceuticals from 
the warehouse to a health facility can help prevent theft. 
 
Description: The movement of pharmaceutical supplies from a warehouse to a health 
facility should be monitored by way of an information system that tracks what type and 
quantity of drugs have left the warehouse, the intended recipient of these drugs, and the time 
and date that the drugs arrive at the appropriate health facility. 
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Interpretation Guidelines: If there is a solid information system in place that meets all of 
the above criteria, then this indicator should be rated a five. If the information system only 
partially meets the above criteria, then it should be rated a three or a four. If there is no 
information system in place, this indicator should be rated a one. 
 
Indicator 63: Is there a coding used to identify government drugs? 
 
Rationale: An individual or company caught with stolen drugs may claim to have purchased 
them. Specific government imprints can help identify government drug supplies. 
 
Description: Government drugs can be identified in one or more of the following ways: (1) 
imprints on containers and external packaging; (2) batch number registration; and, (3) tablet 
embossing and capsule imprinting. 
 
Interpretation Guidelines: If the government has a logical and thorough system of codes to 
identify government drugs, then this indicator should receive a rating of four or five. If the 
coding is not thorough, then this indicator should receive a rating of two or three. If there is 
no coding on government drugs, then this indicator should receive a rating of one. 
 
Indicator 64: Is there a formal process to verify that the drugs received by the provider 
match those that were shipped from the warehouse or the supplier? 
 
Rationale: To lessen the likelihood of theft (or to detect it) of drugs from warehouse or 
supplier to the health facility, there needs to be a formal process in place to ensure that the 
drugs received are consistent with the order. 
 
Description: A staff member should be responsible for checking the receipts against the 
packing slip. A separate invoice should be sent from the issuing store and this should be 
verified against the invoice. This will reveal where shipments may partially or completely be 
diverted. 
 
Interpretation Guidelines: If evidence is presented that a staff member(s) checks receipts 
against the packaging slip on a constant basis, then this indicator should receive a rating of 
four or five. If verification is done on an ad hoc basis, then this indicator should receive a 
rating of two or three. If there is no verification procedure, this indicator should receive a 
rating of one. 
 
Indicator 65: Does a program exist for monitoring and evaluating the performance of 
the drug distribution system? 
 
Rationale: Oversight processes can help strengthen distribution system performance by 
identifying what points in the distribution system are vulnerable to corruption if 
unsatisfactory performance is found. 
 
Description: The distribution system should be subject to a regular program of monitoring 
and evaluation. This evaluation should be done by an independent authority. 
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Interpretation Guidelines: If the performance of the drug supply and distribution system is 
regularly monitored  by an independent authority and identified weaknesses are addressed, 
then this indicator should receive a rating of five. If the same conditions are found but 
weaknesses are not addressed, then this indicator should receive a rating of four or three. If 
there are no monitoring and evaluation processes, this indicator should receive a rating of 
one. 
 
Indicator 66: Is there a well-functioning communication system between distribution 
points? 
 
Rationale: Information dissemination and clear lines of communication can help reduce the 
risk of corruption. If the supplier and the recipient of the drug supply have sound means of 
communication, information asymmetries are reduced and, with that, opportunities for abuse 
of the system minimized. 
 
Description: A well functioning communication system between the warehouse and the 
distribution points could be a basic one (e.g. telephone, fax, and manual information sharing) 
or a more advanced one that is based on a computer programme. 
 
Interpretation Guidelines: If there is a well-functioning communication system between 
the various distribution points in the public drug supply system (confirmed at all points of 
the system), then this indicator should receive a rating of four or five. If there are occasional 
gaps in the communication system, then this indicator should receive a rating of two or three. 
If there are constant gaps in the system, this indicator should receive  a rating of one. 
 
 
 
SECTION FIVE: EVALUATION OF PERCEPTION OF THE PHARMACEUTICAL 
SYSTEM 
 
The section below is designed to measure the perception of corruption in the 
pharmaceutical system by consumers, health professionals, and the pharmaceutical 
industry.  This evaluation poses a number of questions, of which some are duplicates of 
questions listed above and others are new, to reinforce or reject findings from the prior 
sections.  Not all of the questions listed in the prior section were used in the perception 
surveys since many do not apply. 
 

A. Consumer perception  (survey of users) 
 

1. Have you ever been unable to obtain drugs due to the unavailability at public pharmacies?
2. Have you heard of drug theft in public pharmacies? 
3. Do you think there is more corruption in the pharmaceutical system than in the 

government? 
4. Do you think there is more corruption in the pharmaceutical system than in the police 

force? 
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5. Do you feel confident that your doctor is prescribing you the correct medication? 
6. Have you complained about the quality of drugs at your hospital or clinic during the past 

two years? 
7. Do you feel the prescription of drugs is appropriate with your health needs? 
8. Have you heard of a dismissed or sanctioned employee in the pharmaceutical sector for 

corrupt practices? 
9. Have the drugs that were prescribed to you ever been substituted for another at public 

pharmacies due to unavailability of the prescribed drug? 
10. Have you ever substituted the drugs prescribed by your doctor for drugs bought at a 

private pharmacy? 
11. Have you ever been charged for drugs received at public pharmacies? 
12. Has your doctor ever suggested to buy a brand name drug instead of the drugs offered by 

the public sector with the argument that pubic drugs are of low quality? 
13. Have the drugs bought at private pharmacies been more effective than the drugs offered 

by the public sector? 
14. In your opinion, are public drugs of better quality, lower quality, or the same quality as 

the private pharmacy drugs? 
 

B. Health Professionals’ Perception (Focus Group Subjects) 
 

1. What are the internal processes for the dispensing, transportation, shelving and use of 
pharmaceuticals within public hospitals?  Are there defined protocols? 

2. Are internal processes respected? 
3. What is the “flow path” drugs follow from the time they leave the hospital pharmacy and 

what happens with unused or expired drugs? 
4. Are the distribution processes for pharmaceuticals secure? 
5. How serious of a problem are drug shortages? 
6. Is there theft in the system (internal, external, black market)? 
7. Do you know of any non-transparent behaviour?  Have sanctions ever been applied? 
8. Are you aware of any organized smuggling of pharmaceuticals, such as to Nicaragua? 
9. How are drugs re-supplied?  (central level, local level) 
10. What are your opinions regarding generic vs. brand name pharmaceuticals?  Do you 

believe the quality of generic drugs is the same as that of branded drugs? 
11. Are you aware of the well-publisized “Cyclosporine Case”?  What do you think about it?
12. Are there external “influences” in the Registration, Selection, Procurement and 

Distribution of drugs by pharmaceutical companies?  Which area is most “influenced”? 
13. Do you know of any cases of drug abuse by health professionals? 
14. Do you consider the public tendering process to purchase pharmaceuticals competitive? 
15. Are the procedures for the distribution of pharmaceuticals respected?  
 

C. Industry Perception 
  

1. Are drug manufacturers notified of impending notifications? 
2. Have there been drug recalls in the past 3 years? 
3. Is one person responsible for the decision-making in the registration of drugs? 
4. Have registration fees increased more than 50 percent in real terms during the past five 
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years? 
5. Is the time from application for registration of a drug to market entry uniform from 

application to application? 
6. Are there drugs in the market that are non-registered? 
7. Are criteria for drug inclusion on the national formulary publicly disseminated? 
8. Are the procedures for the procurement of pharmaceuticals competitive? 
9. Is the information collected through annual supplier performance monitoring used for 

future procurement decisions? 
10. Are criteria for adjudication of the tenders included as part of the tender package? 
11. Is there a coding used to identify government drugs? 
12. Is there more corruption in the procurement, distribution, and delivery of drugs or in the 

police force? 
13. Is there more corruption in the procurement, distribution, and delivery of drugs or in the 

government? 
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Annex 3:  Indicator Criteria and Results 
 
All sixty-six questions were recorded in an excel worksheet along with the specific criteria 
selected to rate each question.  If there is documentation supporting the criteria for each question, 
then the criteria are rated with a “1”.  If there is no documentation to support the criteria, then 
those specific criteria receives a rating of “0”.  Once all criteria have been rated for a specific 
question, the number of criteria rated with a “1” are added and divided by the total possible 
criteria, calculating the criteria percentage completed for each question.  If all criteria are fully 
completed, then the question receives a score of “1”, but if the criteria are incomplete, then the 
question receives a score of “0”.  The following tables illustrate the questions for each area 
evaluated in the project. 
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Question Criteria
Criteria
Name of company registring the drug 1
Contact of company registring the drug 1
Name of manufacturing company 1
Country of product manufacturing 1
Date of registry 1
Product description 1
Percentage correct 100%
Score 1

Criteria
Public access 1
Process description 1
Fees 1
Authorities involved in the registration process 1
Percentage correct 100%
Score 1

Criteria
Product name 1
Product manufacturer 1
Generic names of active substances 1
Pharmacological action 1
Therapeutic classification 1
Claims made in packaging insert 1
Percentage correct 100%
Score 1

Is this document readily available? Criteria
Readily available at government office or website 1
Percentage correct 100%
Score 1

Criteria
Formally established 1
Composed of professionals with technical skills 1
Meet on a regular basis 1
Percentage correct 100%
Score 1

Criteria
Member names 1
Member responsabilities 1
Up to date 1
Public access 1
Percentage correct 100%
Score 1

Criteria
Periodic member election 1
Existance of written membership roles 1
Existance of written membership responsabilities 1
Existance of written expected ethical behavior 1
Percentage correct 100%
Score 1

Registration Criteria

Is there a drug registration information system?

Is there a public document that describes how to 
register a drug in this market?

Does membership of the committee change 
periodically?

1

2

3

4

5

Is there a standard application form?

Is there a formal committee responsible for drug 
registration?

Is there an organigram to describe the 
composition of the committee available as a 
public document?6

7
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Criteria
Existance of rejection criteria for registration 1
Document explains reasons for rejection 1
Percentage correct 100%
Score 1

Criteria
Example of a drug recall with clear explanations 1
Percentage correct 100%
Score 1

Criteria
Drug information system with information of side effects 1
Information administration procedures 1
Percentage correct 100%
Score 1

Criteria
Decision making process consists of a number of persons 1
Written procedure for the decision making process 1
Percentage correct 100%
Score 1

Criteria
Public access 1
Percentage correct 100%
Score 1

Criteria
1

Percentage correct 100%
Score 1

Criteria
Existance of a waiting list 0
Composition of the list 0
Quantification of delays 0
Justification for delays 0
Percentage correct 0%
Score 0

Criteria
Consistency in registration time across sample of at least five 1
Percentage correct 100%
Score 1

Criteria
No evidence of non registered drugs in the market 1
Percentage correct 100%
Score 1

Total score for registration 15

No unexplained dramatic increases in the past five years

Is the time from application to market entry 
uniform from application to application (once all 
information required is "complete")?

Have there been drug recalls in the past 3 years?

Is one person responsible for the decision-
making?

Is the registering fee public information?

Does the committee emit a written report for each 
rejected file?

Is there a waiting list for drug registration?

Are there drugs in the market that are non-
registered?

Have registration fees increased more than 50 
percent in real terms during the past five years?

8

16

9

11

12

13

Are there formalized procedures to deal with drug 
safety and efficacy in place?10

14

15
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Question Criteria
Criteria
Up to date 1
Well known 1
Percentage correct 100%
Score 1

Criteria
The list uses generic names 1
Consistent with WHO principles 1
Percentage correct 100%
Score 1

Criteria

Guidelines in the public domain 1
Percentage correct 100%
Score 1

Criteria
Rules/criteria for drug inclusion/elimination 1
Available in written format 1
Percentage correct 100%
Score 1

Criteria
Limited or rotating membership 1
Terms of membership are of public domain 1
Percentage correct 100%
Score 1

Criteria
Well organized drug selection/deletion process 1
Clearly established timelines 1
Percentage correct 100%
Score 1

Criteria
Drug slection process publicly available 1
Decisions on selection process publicly available 1
Process and decisions widely disseminated 1
Percentage correct 100%
Score 1

Criteria

Percentage correct 100%
Score 1

1

Is committee membership on the drug slelection 
committee on a rotating basis or limited in time?

Drug Selection Criteria

Is there a limited formulary?

Is this limited drug formulary consistent with the 
World Health Organization's Essential Drugs List?

Are there clear written criteria for including and 
eliminating drugs from the national drug 
formulary?

20

Is the inclusion of new drugs to the limited drug 
formulary based on studies of cost effectiveness 
and health needs?

17

18

19 Clear guidelines on the inclusion of new drugs based 
on cost effectiveness and health needs

21

Is there a maximum time period for selection 
decisions?22

Are the criteria for drug inclusion on the national 
formulary publicly disseminated?23

Use of generic drugs primarly unless there is no 
generic substitute 124

Are generic drugs selected for the national drug 
formulary except in the cases when a generic 
substitute is not available?
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Criteria
Clear criteria for committee membership 1
Committee includes a pharmacist 1
Committee includes a pharmacologist 1
Committee includes a physician 1
Committee includes a medical specialist 1
Percentage correct 100%
Score 1

Criteria
Publicly available through government office or website 1
Percentage correct 100%
Score 1

Criteria
Decisions made by all members in a democratic manner 1
Clear rules for decision making 1
Percentage correct 100%
Score 1

Criteria

Percentage correct 0%
Score 0

Criteria

Percentage correct 100%
Score 1

Criteria
Clear and comprehensible sanctions 1
Evidence of enforcement of these laws 1
Percentage correct 100%
Score 1

Criteria

Percentage correct 100%
Score 1

Criteria
Independent drug information agency  1
Supplies information regularly 1
Percentage correct 100%
Score 1

Total score for selection 15

Is there one person responsible for the committee 
decisions?

0

Are there clear criteria for committee 
membership?

25

Are the criteria for committee membership 
publicly available?26

129

27

Are there clear sanctions for breach of these 
laws?30

Government purchases less than 80% from local 
manufacturers

28

Is there a law or regulation prohibiting members 
of the drug slection committee from accepting 
support in kind or in cash from pharmaceutical 
companies?

Existance of law(s)

Is the percentage of local (non-multinational) 
manufacturers from which the government 
purchases greater than 80%?

1

32 Is there an independent drug agency that 
provides unbiased information?

31 Has any committee member worked in the past or 
is now working for the pharmaceutical industry? No evidence of a member having connections to the 

pharmaceutical industry
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Question Criteria
Criteria

Percentage correct 100%
Score 1

Criteria
Clear written procedures 1
Up to date (revised in the last 5 years) 1
Publicly available 1
Percentage correct 100%
Score 1

Criteria
Accessible through government office or website 1
Dissemination of procedures to enteties of interest 1
Percentage correct 100%
Score 1

Criteria
Based on consumption historical data 1
Based on adjusted consumption 1
Based on morbidity 0
Based on service level protection 1
Percentage correct 75%
Score 0

Criteria
Clear guidelines for committee membership 0
Membership criteria based on merit and effort 0
Percentage correct 0%
Score 0

Criteria
Clear written procedures for tenure of membership 0
Changes on a regular basis 1
Percentage correct 50%
Score 0

Criteria
Clear written criteria for presenting a bid 1
Criteria are always included in all tender documents 1
Percentage correct 100%
Score 1

Criteria

Percentage correct 100%
Score 1

1

Is there a clear algorithm, based on utilization of 
services and health needs, to determine quantity 
and type of pharmaceuticals purchased?

Procurement of Drugs Criteria

33
Are there competitive procedures for the 
procurement of pharmaceuticals? Clearly established competitive procedure for 

procurement of drugs

34

35 Are these written procedures publicly available?

37
Are there specific criteria for tender committee 
membership?

Does the government use written procedures 
(prepared within the previous 5 years) for drug 
procurement?

36

Regularly publicized 1

39 Are the contract specifications publicaly available 
and distributed with the tender documents?

38 Is this membership permanent?

40
Are tenders for pharmaceuticals publicized in 
newspapers, gazettes, trade publications or other 
mediums?
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Is there a formal appeals process? Criteria
Evidence of enforcement 1
Percentage correct 100%
Score 1

Criteria
Monitoring of supplier performance 0
Monitoring of supplier's conpliance with contract terms 1
Percentage correct 50%
Score 0

Criteria
Gov't has a list of past suppliers 1
Gov't has evaluation of supplier performance 0
Information used to influence future decisions 0
Percentage correct 33%
Score 0

Criteria
System is clear and up to date 0
Contains product records 0
Contains monitoring of supplier and facility performance 0
Contains quality assurance records 0
Contains accounts receivable and payable 0
Percentage correct 0%
Score 0

Criteria
Systematic procedure to sample drug shipments 1
Periodically checked 1
Percentage correct 100%
Score 1

Criteria
Record of each order placed and amounts due 1
Dates of payments 1
List of all purchase receipts 1
Percentage correct 100%
Score 1

Criteria

Percentage correct 100%
Score 1

Criteria
List contains drug and quantity purchases as well as 
price paid 1

List is publicly available 1
List is continuously updated 1
Percentage correct 100%
Score 1

41

Is there a management information system used 
to report product problems in procurement?

44

42
Is supplier performance monitored at least 
annually? (By the government procurement 

Is the information obtained from the monitoring 
used to influence future procurement decisions?43

46

Unit price for publicly procured drugs is at least 
twenty percent below the unit price in the private 

Is lot quality tested as part of the procurement 
procedure?45

Is there a clear procedure to ensure that payment 
is linked to drug delivery?

1

Are the drug procurement prices made publicly 
available?48

47
Are unit prices paid for public procurement of 
pharmaceuticals at least 20 percent below the 
unit price in the private sector?
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Criteria
Use of generic names 1
Percentage correct 100%
Score 1

Criteria
Evidence of delivery being less than 1 year 1
Percentage correct 100%
Score 1

Criteria
Annual and published 1
Conducted by an independent auditing firm 1
Reports operating costs of procurement unit 0
Reports pharmaceutical prodcuts tenderd 0
Reports quantities of products 0
Reports beneficieries 0
Percentage correct 33%
Score 0

Criteria
Clear criteria 1
Criteria is publicly available 1
Criteria is included as part of the tender package 0
Percentage correct 67%
Score 0

Criteria

Percentage correct 0%
Score 0

Total score for procurement 12

49 Is procurement conducted using generic names 
when drugs procured are off patent?

Is the average duration from issuing of tender to 
delivery of drugs less than 1 year?50

53
In the past two years, is the share of drugs 
purchased through competitieve bidding over 80 
percent of the total pharmaceutical expenditure? Over 80% 0

Does the procurement unit have an annual audit 
with published results?

51

52

Are the criteria for adjudication of the tenders 
included as part of the tender package?
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Question Criteria
Criteria
Addresses: amount of safety stock 1

Reoder frequency 1
Reoder quantity 1

Includes: limited access to stores 1
Store locks 1
Record keeping and stock level monitoring 1

Percentage correct 100%
Score 1

Criteria
Monitored on a monthly baisis 1
Written or computerized records of inventory levels 1
Percentage correct 100%
Score 1

Criteria
Reconciled on a regular basis 1
Percentage correct 100%
Score 1

Criteria
Drugs are stocked by therapeutic category or 
alphabetically. 0

Percentage correct 0%
Score 0

Criteria
Monitoring of entry and exit to warehouses 0
Limited access 1
Alarm system for security breaches 0
Security cameras 0
Security force or responsible individuals 1
Percentage correct 50%
Score 0

Criteria
Clear and comprehensive 1
Performed by independent persons 1
Regular audits 1
Percentage correct 100%
Score 1

Criteria
Evidence of sanction enforcement 1
Percentage correct 100%
Score 1

Distribution of Drugs Criteria

Is there an inventory management model that is 
used?

54

55
Are inventory levels monitored on at least a 
montly basis?

56 Are stock records reconciled with the physical 
counts on a regular basis?

57 Is there systematic and orderly shelving of drug 
products in warehouses?

58

Is there a security management system in place 
to oversee storage and distribution?

59

Are there independent audits of warehouses by 
national inspectors or outside contractors?

60 Are sanctions imposed on individuals for theft or 
corrupt practices?
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Criteria

Percentage correct 100%
Score 1

Criteria
Type of drugs left at warehouse 1
Amount of drugs left at warehouse 1
Intended recipient of drugs 1
Time and date of drug arrival 1
Percentage correct 100%
Score 1

Criteria
Clear and effective coding system 1
Percentage correct 100%
Score 1

Criteria
Receipts are checked against the packing slip 1
Percentage correct 100%
Score 1

Criteria
Performance is evaluated on a regular basis 0
Evaluated by an independent authority 0
Identified weaknesses are addressed 0
Percentage correct 0%
Score 0

Criteria

Percentage correct 0%
Score 0

Total score for distribution 9

61 Has any public official been dismissed in the past 
2 years for corruption or suspected corruption? Evidence of sanctions imposed for corrupt practices 1

62

Is there an information system (computerized or 
manual) in place to track the movement of 
pharmaceuticals from a warehouse to a health 
facility?

Is there a coding used to identify government 
drugs?63

Is there a formal process to verify that the drugs 
received by the provider match those that were 64

Confirmation of effective communication system by 
all points in the distribution 0

Does a program exist for monitoring evaluating 
the performance of the drug distribution system?65

66

Is there a well-functioning communication system 
between distribution points?

 
 
 

 99



Annex 4: Pharmaceutical Transparency Assessment Implementation: Time Frame 
 

ID
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22

04/02 11/02 18/02 25/02 04/03 11/03 18/03 25/03 01/04 08/04 15/04 22/04 29/04
04 Feb '02 11 Feb '02 18 Feb '02 25 Feb '02 04 Mar '02 11 Mar '02 18 Mar '02 25 Mar '02 01 Apr '02 08 Apr '02 15 Apr '02 22 Apr '02 29 Apr '02

 
 
 

ID Task Name Start Finish 
1 Train Data collectors how to apply pharmaceutical corruption indicators 04/02/2002 15/02/2002 
2 Methodology for data collection and analysis 04/02/2002 01/05/2002 
3 Translation of questions 04/02/2002 08/02/2002 
4 Identification of key groups to be interviewed 04/02/2002 08/02/2002 
5 Interviews 04/02/2002 19/04/2002 
6 Identification of key administrative staff to be interviewed 04/02/2002 08/02/2002 
7 Distribution of indicators among interviewees 04/02/2002 08/02/2002 
8 Determination of binary indicator ratings 11/02/2002 15/02/2002 
9 Contact of key staff to be interviewed 11/02/2002 15/02/2002 
10 Interviewees and data recollection 18/02/2002 15/04/2002 
11 Tabulation of data 18/03/2002 19/04/2002 
12 Focus groups 13/02/2002 27/03/2002 
13 Selection and coordination with health care professionals 13/02/2002 01/03/2002 
14 Focus group 04/03/2002 22/03/2002 
15 Analysis of data 11/03/2002 27/03/2002 
16 User Survey 04/02/2002 01/05/2002 
17 Selection and development of questions 04/02/2002 08/02/2002 
18 Survey development 11/02/2002 15/02/2002 
19 Testing of survey 11/02/2002 15/02/2002 
20 Implementation of survey 26/02/2002 30/04/2002 
21 Tabulation of data 20/03/2002 01/05/2002 
22 Data Compilation, Review, and Analysis 01/04/2002 01/05/2002 
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Annex 5: Flow Chart of Procurement System 
 
Complexities and inefficiencies in the procurement system can generate huge losses for the 
public health system in Costa Rica and create vulnerability to corruption.  The number of 
personnel, offices and committees involved in a drug purchase, together with an appeals process 
that allows losers to appeal decisions and delay purchases for several weeks or months, makes 
the entire purchasing cycle cumbersome, error-prone and lengthy.  Figure 2 below illustrates the 
complexity in the process.  The entire purchasing cycle, from the identification of a purchasing 
need to the actual receipt of the drug, takes on average thirteen months.33  The lengthy process 
increases the minimum volume of drugs that must be purchased at a single time to at least one 
year.  The result is the generation of significant inventory carrying costs, generating cash flow 
constraints, greater difficulties to control theft and greater possibilities of spoilage or drug 
expirations.  Given that the total public pharmaceutical budget for 2003 is estimated to be US$ 
70-75 million, reducing inventory levels to six months instead of one year would free US$ 35 
million in hard currency for the Social Security System, or about US$ 8.75 per capita.  These 
significant financial resources could then be used to expand pharmaceutical coverage or in other 
health programs.  However, reducing the inventory levels to six months would require structural 
and legal changes in how the Purchasing Office functions.  The Purchasing Office would also 
have to purchase drugs more frequently to avoid drug shortages caused by smaller purchases, 
thus managing inventory levels with a “just-in-time” focus. 
 
 
Figure 2. 
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33 Internal report for the Board of Directors of the Social Security Institute. 



 
Annex 6: Hospital Focus Groups: The Results 

 
Part of the study was to gather the perception of health workers regarding the susceptibility to 
corrupt practices of the pharmaceutical system with focus on the registration, selection, 
procurement, and distribution of drugs within the public and private sectors in Costa Rica.  This 
section discusses the main findings on susceptibility to corruption gathered from the focus 
groups with doctors, pharmacists, and nurses. 
 
Doctors’ Perceptions: 
 
Inefficiencies in the registration and selection process 
Doctors have two main concerns about the registration process: 
 
¾� The process for registering a drug does not take into account their opinion.  Although, there 

is a mechanism by which doctors can express their complaints about a specific drug, they 
believe it is a tedious job for such an inefficient mechanism that is not usually fulfilled to 
the end. 

¾� The registration of generic drugs is inadequate since compliance with registration 
requirements is based on fieldwork testing for quality and effectiveness of the patented 
drug, and not on generic drug testing for effectiveness, and quality.  According to doctors, 
the laboratory of the CCSS measures the quantity of the different drug’s substances, but 
bioequivalence testing is not always completed. 

 
In terms of the selection process, doctors are concerned with the following: 
 
¾� The selection process should be more concerned with quality and not cost of the 

medication bought.  Doctors discussed several cases where the CCSS has bought a drug 
mainly for cost reasons, and there is a drug on the market, although of higher price, higher 
quality, and efficiency which might lower treatment and hospitalization costs. 

¾� The Costa Rican Social Security Institute has fallen behind in its expertise of adverse drug 
reactions. 

¾� The definition of the Essential Drug List has at times been influenced by the industry. 
 
Smuggling of drugs 
Doctors recognized the problem of smuggling of drugs, particularly in the distribution process 
where patients abuse the system with the intention of benefiting from having access to excessive 
amounts of drugs.  Among the reasons identified by the doctors for the smuggling of drugs are: 
 
¾� Patients abuse the system by consulting more than one doctor, and thus obtaining more 

than one prescription for the same medication.   
¾� Patients share identification cards with non-residents in order to have access to the services 

offered by the CCSS.   
¾� Finally, patients re-consult doctors claiming incomplete prescriptions, which might be 

because patients received incomplete quantity of medication or the patient is trying to 
abuse the system to obtain more medication than originally prescribed. 
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In addition, doctors identified supplementary reasons for the inefficiency of the pharmaceutical 
system.  Among those are:  
 
¾� There are doctors who stimulate the inefficiency of the pharmaceutical system by offering 

patients open prescriptions.  Hence the patient and/or the pharmacist is able to decide the 
quantity of the prescription.  This allows patients and/or pharmacists to abuse the system 
and prescribe more than the required quantity, using the extra medication for their own 
benefit.   

¾� Also, negligence from health workers, primarily doctors, has allowed the theft of 
prescriptions, which permits patients and/or health workers to obtain medication without 
the doctor’s consent. 

¾� Some doctors lack the experience to prescribe certain medication. 
 
As a last issue discussed concerning the smuggling of drugs, doctors confirmed the existence of a 
network to illegally supply drugs to Nicaragua.  Ways in which this happens are the following: 
 
¾� Family members who are registered with the CCSS access public pharmacies and ship the 

medication obtained to Nicaragua.   
¾� There is confirmation that people from Nicaragua access the services, and hence the 

medication provided by the CCSS, through the emergency room on weekends.  (The way 
to access hospital services on weekends is through the emergency room, and emergency 
services cannot be restricted in Costa Rica) 

 
Pharmacists’ Perceptions: 
 
Shortage of drugs 
Pharmacists identified 4 reasons for a drug scarcity situation: 
 

1. There are no drugs available in the country 
 
Example:  One situation leading to this is a national epidemic.  During an epidemic, back up 
inventories at the CCSS and at public pharmacies can run out, resulting in a scarceness of the 
specific drug.   
  
2. Shipments are delayed in customs (e.g. Payment incomplete) 
 
Example:  Shipments may be delayed at customs because the payment for the drugs has not 
been made in full or the drugs do not meet quality standards. 
 
3. Lack of compliance with quality standards. 
 
4. Miscalculation in of shipment size either from the la CCSS or from the hospital. 
 
Example:  The CCSS and the public pharmacies do not calculate accurate orders, which may 
result in the depletion of medication inventories.  
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Lack of preventive medication controls 
There is lack of preventive medication controls according to pharmacists.  Among the examples 
given to support this statement are: 
 
¾� Doctors prescribe medication for relatives or friends of the patient, without the presence of 

the relative or friend at the consultation. 
¾� Doctors often do not discuss the potential side effects a patient can experience with a 

specific drug treatment. 
¾� Patient visits more than one doctor, or different institutions for the same illness; thus 

having access to more than one prescription. 
¾� Patient visits the same doctor asking for several prescriptions for the same illness. 
¾� Prescription forging takes place by doctor assistants. 
¾� Sharing of  identification cards in order to take advantage of the pharmaceutical system. 
¾� Drug stocks are too large, making it difficult to keep track of medication inventory. 

 
Additionally, pharmacists confirmed the existence of a network to supply drugs to Nicaragua 
illegally.  Among the details given to support this statement are: 
 
¾� Nicaraguans saturate the hospital, especially on weekends by entering the hospital through 

the emergency department. 
¾� Patients, both from Costa Rica and Nicaragua, ask for a six-month supply of treatment with 

the excuse that they will be out of the country.  In many cases they specify they are going 
to Nicaragua for a six-month period. 

¾� Insured patients visit doctors with fake symptoms in order to have access to medication and 
send it to Nicaraguans who suffer from those symptoms. 

 
Smuggling of Pharmaceuticals 
In addition to the medication network used to send drugs to Nicaragua, pharmacists discussed 
other possibilities for the smuggling of drugs.  Pharmacists discussed the possibility of drug theft 
within the hospital warehouses. If it exists,  it is not a perceived to be a major issue.  
Nonetheless, they identified several situations of robbery of medications: 
 
¾� When drugs are dispatched from the pharmacy to different areas within the hospital, 

medication disappears.  For example, when drugs are sent to the emergency department, 
drugs disappear and end up being sold in the private market. 

¾� When medication is dispatched to the service floor (medication for inpatients), it is carried 
around in open medication carts making medication accessible to anyone within the 
institution. 

¾� Boxes containing medications are opened prior to reaching the pharmacy. Hence, when 
they arrive to the pharmacy the inventory per box are not complete. 

¾� Doctors steal drugs; some for personal use and some for other reasons.  Some even have 
access to psychotropics, e.g. anesthesia. On one occasion a health care professional was 
fired for stealing drugs for personal use. 

¾� When patients are discharged, nurses keep the drugs not consumed in a compartment.  
These either disappear or expire in time. 
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Generic versus Brand Name Drugs 
Pharmacists at the Hospital San Juan de Dios discussed several topics surrounding the issue of 
generic drugs versus brand name drugs.  Among the main subjects discussed were: 
 
¾� The influence from pharmaceutical companies on the selection of drugs. 
¾� The lack of regulation from the Ministry of Health (MOH) on implementing laboratory 

tests of bioequivalence.  
¾� The cyclosporine case (as noted earlier). 
¾� The complaint process for drugs used in the public sector. 
 
The  pharmacists also noted that there is undue influence from pharmaceutical companies on 
doctors.  Pharmaceutical companies also have exercised influence on the selection and the 
procurement process of drugs.  Several examples by which they have influenced doctors are by 
providing them with gifts, financial support, extra payments, and scholarships.  Furthermore, 
pharmacists mentioned that pharmaceutical companies tend to agree on raising an appeal against 
a tender offer with the intention of paralyzing the process.  If the appeal is long enough, when the 
CCSS needs drugs because of the depletion in drug inventory, they are forced to buy drugs, 
either generic or branded, from pharmaceutical companies at a higher cost than the price 
presented in the tender offer.  Additionally, pharmacists seem to agree that MOH is not enforcing 
bio-equivalence testing for generic drugs, especially national generic drugs. This leads to a lack 
of trust from both doctors and pharmacists in some generic drugs bought by la CCSS for the 
public sector. 
 
The CCSS decided to buy cyclosporine from both Novartis, the firm producing the brand name 
drug, and the Abbott, the company producing the generic drug.  This was partly due to the 
resistance from some doctors to prescribing a generic drug.  Pharmacists seem to agree that this 
resistance by doctors is due to political and economic interests. 
 
Finally, pharmacists agree that raising a complaint against a public sector drug is an inefficient 
process. Few doctors or pharmacists are willing to spend the time that is necessary to lodge a 
complaint .   
 
Nurses’ Perceptions: 
 
Lack of preventive medication controls  
¾� Nurses confirmed that patients might attend more than one doctor to obtain several 

prescriptions for the same medication.   
¾� Patients sometimes request prescriptions for an extended period of time, thus permitting 

patients to have large quantities of medication on hand that may be used for personal use or 
for economic benefit. 

¾� There are no controls preventing health workers from abusing the medication to which they 
have access.  For example, there have been cases were doctors abuse drugs such as 
anesthesia for personal or economic benefits. 
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Smuggling of Drugs 
¾� Nurses confirm the smuggling of drugs, primarily on the service floor where they work.  

There seems to be no adequate security on carts that distribute the drugs from the pharmacy 
to the hospitalized patients.  Therefore, nurses are constantly requesting additional drugs to 
treat patients since the drugs dispatched disappear from the carts. 

¾� Nurses also reconfirmed the problem of drug disappearance, both in units and in boxes, 
with regard to drugs that are dispatched daily from the pharmacy. 

¾� There is a hypothesis that drugs that are stolen from the service floor are sent to the private 
sector. 

 
Additionally, nurses discussed the subject of drug prices not being publicly disseminated.  They 
are also unaware of the registration, selection, and procurement processes for drugs in the 
pharmaceutical system.     
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Annex 7: Hospital User Survey Results 
 

  
Tabulation of User Perception Survey

No. Question

Abs % Abs % Abs % Abs % Abs %
1 Unable to obtain drugs due to the unavailability at public pharm 201 49% 67 65% 49 46% 51 53% 34 34%

4 Heard of drug theft in public pharm 129 32% 38 37% 32 30% 38 39% 21 21%

5 Think there is more corruption in the pharm sector than in the police force 48 14% 6 7% 10 14% 11 14% 21 21%

6 Think there is more corruption in the pharm sector than in the government 21 7% 2 2% 7 10% 5 6% 7 8%

7 Confident doctor is perscribing correct medication 326 81% 87 84% 86 80% 82 85% 71 73%

8 Complained about quality of drugs 51 13% 14 14% 13 12% 11 11% 13 13%

9 Perscription of drugs appropriate with healh needs 305 76% 77 75% 75 71% 71 74% 82 85%

10 Heard of dismissed or sanctioned employee for corrupt practices 109 27% 28 28% 36 34% 32 33% 13 13%

12 Substitution of drugs when perscribed has not been available 154 39% 26 26% 62 62% 33 35% 33 34%

13 Substitution of perscribed drugs for drugs bought at the private pharm 230 57% 58 57% 60 56% 52 54% 60 61%

14 Charged for drugs received at public pharm 9 2% 2 2% 2 2% 2 2% 3 3%

15 Doctor suggested buying brand name vs public medication due to quality level 135 34% 44 43% 27 25% 29 30% 35 36%

16 Drugs bought at private pharm have been more effective than public drugs 96 90% 40 98% 22 100% 13 76% 21 84%

17 Para usted, los medicamentos de la CCSS son:
Public pharm drugs are of better quality than private pharm 48 11% 8 8% 17 16% 9 8% 14 12%
Private pharm drugs are of better quality than public pharm 168 42% 42 42% 53 50% 33 35% 40 40%

Public pharm medication is of same quality as private pharm medication 187 47% 50 50% 35 33% 55 57% 47 47%
Source: Analysis Sanigest Internacional

Affirmative Answers

HSJD
102

HM
107

HCG
97

HNN
99405

TOTAL
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