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The British Generic Manufacturers Association (BGMA) represents the interests of 
UK-based manufacturers and suppliers of generic and biosimilar medicines and 
promotes the development and understanding of the generic and biosimilar 
medicines industry in the UK. Our 33 members account for nearly 90% of the UK 
generic medicines market by volume. Generic medicines are launched when the 
patent on a medicine produced by a research-based pharmaceutical (or originator) 
company expires. When a patent expires, generic manufacturers can produce 
equivalent versions that contain the same active ingredient. Generic medicines are 
licensed by the medicines regulator (MHRA) to the same standards of quality, safety 
and efficacy as the originator product. The high number of generic manufacturers 
helps ensure that generic medicine prices are much less than that of the originator 
version under patent protection.  
 
Competition from generic medicines also stimulates the research-based 
pharmaceutical industry to develop new medicines (as generic medicines capture the 
bulk of the market after patent expiry). Furthermore, in keeping medicines affordable 
for the NHS Scotland, this allows further investment in other healthcare priorities, and 
promotes innovation in the development of new medicines. 

 
 
 
 
 
 

BGMA RESPONSE TO THE SCOTTISH PARLIAMENT HEALTH AND SPORT 

COMMITTEE CALL FOR EVIDENCE INTO MEDICINES SUPPLY AND DEMAND 

 

 
BGMA is pleased to respond to the call for evidence. We have sought to answer the 
four questions noted in the „call for views‟. Immediately below, we set out our three 
key points, as requested. 
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Executive summary 
 

1. The NHS in Scotland and in the three other Home Nations benefit from 

economies of scale and a common pricing and reimbursement system 

framework. This allows the UK to achieve the lowest average manufacturer 

selling prices in Europe; which leading economic and competition consultancy 

Oxera says brings down prices following originator loss of exclusivity by an 

average of 80-90%. Generic medicines therefore play a crucial role in 

widening patient accessibility and keeping the NHS drugs budget affordable.  

 

2. This pricing and reimbursement system within primary care is designed to 

promote cost-effective prescribing and dispensing, and through that, generic 

competition which enables effective price regulation. As part of this, Scottish 

health boards achieve leading generic prescribing levels at over 84%; though 

with a 6% variation between boards, it may be possible for some boards to 

further reduce unwarranted variation and save millions more pounds. 

Biosimilars uptake is good in Scotland; but given the significant opportunity to 

save money from costly biologics – particularly in the hospital setting – 

programmes aimed at clinically-appropriate switching must continue to be 

prioritised. An NHS Scotland paper1, published last year, noted that “£46m of 

current biological medicine spend is expected to face biosimilar competition 

for the first time within the next three years”. 

 

3. Whereas the primary care generic medicines system promotes competition 

and plurality of supply, meaning when one manufacturer experiences a 

shortage, others can nearly always fill the gap; the secondary care tendering 

system can concentrate supply. While this too generates highly affordable 

prices on average, and is effectively overseen by National Procurement 

Scotland, but it can be hard to find an alternative if the single contracted 

supplier is out of stock. To help reduce the shortages taking place, the lead 

times between contract award and first supply date of several weeks should 

be lengthened to better reflect the four months‟ minimum lead times in global 

pharmaceuticals production and supply chains. 

 
 
 
 
Question 1: Does the system ensure patients receive the most clinically and 
cost-effective treatments and, if not, how can this be improved? 
 

                                                 
1
 

http://www.healthcareimprovementscotland.org/our_work/technologies_and_medicines/programme_resources/biosimilar_medic
ines_framework.aspx  

http://www.healthcareimprovementscotland.org/our_work/technologies_and_medicines/programme_resources/biosimilar_medicines_framework.aspx
http://www.healthcareimprovementscotland.org/our_work/technologies_and_medicines/programme_resources/biosimilar_medicines_framework.aspx
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Overall, Scotland benefits from a framework that supports highly cost-effective 
generic medicines, while ensuring clinical judgment is central to this. All parts of the 
UK gain from being part of a large NHS market with a common pricing and 
reimbursement system. This attracts efficient high-volume producers with economies 
of scale and delivers on average the lowest prices in Europe. 
 
There are separate procurement systems depending on whether a medicine is 
supplied to a patient in a primary care or secondary care setting. We provide an 
explanation of these as they affect generic and biosimilar medicines, ahead of 
suggesting enhancements in response to the next question. Broadly, the four UK 
Home Nations procure medicines in the same way. 
 
Outlining the primary care pricing and reimbursement for generic medicines 
 
According to ISD Scotland, “prescribers are strongly encouraged and it is Scottish 
Government policy to write prescriptions by generic name where clinically 
appropriate. Generic medicines are equally effective, but generally less expensive 
than proprietary products”. 
 
Doctors are taught and encouraged to prescribe by generic name, providing the 
pharmacist with the ability to dispense the most affordable clinically appropriate 
medicine. If the product selected is patent protected2, the originator‟s medicines will 
be supplied by the pharmacist. Where a doctor wishes to identify a particular brand 
within a multi-source market – in those cases where switching could have clinical 
consequences for the patient – they can do so. Ultimately, the cost of the medicines 
that pharmacists dispense is assigned to the health boards, so doctors are 
encouraged to prescribe cost-effectively. 
 
At the pharmacy end, the doctor‟s selection of the generic name (writing by INN) 
often allows the pharmacy to choose the medicine from a selection of manufacturers. 
This enables competition, alongside the reimbursement mechanism, which 
encourages the pharmacist to procure the most affordable medicines from 
wholesalers or manufacturers. The Drug Tariff lists the reimbursement prices of all 
primary care medicines. For unbranded generic medicines, the reimbursement price 
contains a profit for the pharmacist; whereas reimbursement is around cost price for 
brands. 
 
So pharmacists are rewarded by NHS Scotland for dispensing generic medicines 
with a margin per product. Consequently, they are incentivised to choose the most 
affordable option because it is in their financial interests to buy medicines where the 
acquisition price is low, since the difference between that and the reimbursement 
price is their retained margin for supplying medicines to patients. 
 
The UK Department of Health and Social Care initially sets the reimbursement prices 
of unbranded generic medicines on the basis of data that it receives from the whole 
market in the last quarter. By receiving the volumes and the actual selling prices of 

                                                 
2 Or protected by some other form of exclusivity. 
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generic manufacturers (to wholesalers or the pharmacies), DHSC sets a 
reimbursement price for each medicine that allows for a distribution cost to wholesale 
and a margin for pharmacy. NHS Scotland may and does sometimes alter 
reimbursement prices on the basis of local information. 
 
Looking in recent years, far more reimbursement prices have fallen rather than risen 
(our research between January 2016 and October 2018 suggests a ratio of roughly 
two to one3). However, where some reimbursement prices can rise significantly, this 
is often due to a supply problems such as the non-availability of the raw ingredients. 
Here, to mitigate planned expenditure increases to health boards, reimbursement 
prices elsewhere are lowered by the DHSC– either during that period or subsequent 
to it – to balance out the cost of medicines and the pharmacy margin. 
 
The benefits of the primary care pricing and reimbursement system 
 
This explanation of the pricing and reimbursement mechanism is important because 
– as Oxera‟s independent analysis of the UK generics market shows – it creates an 
alignment of incentives that drives high levels of competition, which very effectively 
regulates prices. 
 
Indeed, as Oxera‟s report4 also shows, the UK year on year records the lowest actual 
manufacturer selling prices (ASPs) in comparable nations across Europe, sometimes 
by a factor of two or three. Oxera outlines that in the UK, the average generic ASP is 
70% lower than the originator product immediately after loss of market exclusivity of 
the latter, before falling over time to as little as 10% of originator price. 
 
It also means that using the reimbursement price as a proxy for generic manufacturer 
ASPs is wrong. Oxera and our own analysis in comparing these selling prices to 
reimbursement shows that the average reimbursement price is nearly double the 
average selling price.  
 
Overall, ISD Scotland data5 shows that the system works very effectively in Scotland, 
with the country having some of the highest generic prescribing rates anywhere in 
the world. In 2018/19, 84.3% of medicines were generically prescribed, which has 
risen slowly and steadily from 82.2% in 2009/10. Broken down by health board, 
generic prescribing varies with 81.7% in NHS Tayside, to 87.9% in NHS Western 
Isles. By comparison, the average in England is around 75%6. 
 
We cannot locate Scotland-specific data, but looking at NHS Digital data7 based on 
NHS England dispensing, the average reimbursement cost in 2017 to the NHS of a 
generic medicine was £4.03, whilst the average cost of a branded medicine was 
£20.73. Had all scripts been reimbursed at the latter price, the drugs bill would have 

                                                 
3 Our research was contained to Category M of the Drug Tariff. 
4 The supply of generic medicines in the UK, Oxera, June 2019; a report commissioned by BGMA to assess whether the UK pricing and 
reimbursement system was working effectively. 
5 https://www.isdscotland.org/Health-Topics/Prescribing-and-Medicines/Publications/2019-07-23/2019-07-23-Dispenser-Payments-and-
Prescription-Cost-Analysis-Report.pdf 
6 In 2017. 
7 Prescriptions dispensed in the community in England, NHS Digital, 2018 
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been over £13.5bn higher. And as we note above, the average generic price of £4.03 
not only covers the cost of the medicine, but also the payment to pharmacy for 
dispensing and the wholesaler for distributing the drug. 
 
Outlining the secondary care procurement system 
 
In secondary care, a system of tendering operates whereby NHS National 
Procurement Scotland collects the demand from Scottish hospitals for each line and 
puts this aggregated amount out to tender. Biosimilar medicines, with the exception 
of adalimumab which is delivered to patients‟ homes, are nearly all used in hospitals, 
so are procured in a similar way. 
 
While no doubt simpler, the effect of tendering is to produce a winner based largely 
on lowest price. The problem is that unlike primary care, where there may be several 
(or more) manufacturers all supplying a medicine at any given moment, only one 
winner is selected in secondary care to fulfil demand over the next 18-24 months. 
 
This can mean that when a particular contracted manufacturer has a supply problem, 
it can be harder to find a replacement.  
 
Question 2: Does the NHS in Scotland achieve the most value from the money 
spent on medicines and, if not, how can this be improved? 
 
Primary care 
 
As we note above, in primary care, Scotland benefits from that a system that 
encourages effective price regulation and the health boards achieve very high 
generic prescribing levels. We do note that there is a 6% difference between the 
board that prescribes the highest proportion of generics and the lowest (87.9% to 
81.7%). Although different regions may require different proportions of certain 
treatments – some which may require higher levels of brand prescribing – 
unexplained variation should be reduced. Quite simply, by unlocking competition 
through generic prescribing, each percentage shift has the ability to save many 
millions of pounds. 
 
In a comparatively small number of cases, the price of a generic medicine can 
increase significantly. The UK DHSC has now clarified its powers in relation to where 
it can review the reasonableness of a particular manufacturer‟s price, and the UK 
Government and the devolved administrations now have access to sales and 
volumes data across the whole market (Health Medical Supplies Costs Act). 
Information may be requested under the Act from a manufacturer, wholesaler or 
pharmacy for “the consideration by the Scottish Ministers of whether (i) adequate 
supplies of Scottish health service products are available, and (ii) the terms on which 
those products are available represent value for money”. The UK DHSC is now in the 
process of establishing a formal price assessment review mechanism, which we 
believe is a quicker, more efficient and effective way to scrutinise prices as opposed 
to simply asking the Competition and Markets Authority to consider the matter. 
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Secondary care 
 
Looking to the hospital market, NHS National Procurement Scotland runs an efficient 
service in procuring for supply for Scotland‟s hospitals. We do have several 
observations for improvement. The lead times between contract award and the first 
supply date can be several weeks. With globalised supply chains now prevalent to 
ensure cost-effectiveness and economies of scale, it on average takes a 
manufacturer at least four months to manufacture product (including product 
sourcing, manufacture, transportation, packaging, testing). This cannot be done in 
several weeks. 
 
The counter argument is that suppliers should not bid in the first place if they cannot 
supply product. However, few manufacturers will produce product at the cost of 
millions of pounds in the hope they are successful. This also ignores the realities 
inherent in the global pharmaceutical market, where company and contracted 
manufacturing capacity is highly sought after to meet increasing demand. On this 
basis, lead times should be extended; which could reduce medicines shortages at 
the beginning of the contract and also in the middle. 
 
Second, in the present hospital contracts – as with elsewhere in the UK – there is no 
requirement for trusts to buy, but there is a requirement for manufacturers to supply, 
whatever the actual demand may be. Depending on the product, this may not always 
be attractive to manufacturers and can limit participation. We suggest that NHS 
Scotland considers that for a small sub-set of products with finite global 
manufacturing capacity, for which are regarded to be essential to patients, that it may 
consider committing to a specific amount. This would have the benefit of „ring-
fencing‟ the volume for Scotland and would insulate the country to some extent from 
global supply and demand pressures. The Welsh Government trialled a similar 
initiative and we understand it is repeating it. 
 
Question 3: In what ways can the system be made more efficient?  
 
A big priority for the Scottish Government should continue to be cultivating a 
successful and sustainable biosimilars8 market for the long term, capable of 
unlocking savings following the loss of exclusivity of originator biological medicines. 
Switching from the originator biologic to the biosimilar can require more resources, 
and due to biosimilars being prescribed by brand, the market isn‟t automatically 
made as is the case with generic medicines. This is because prescribing decisions 
require clinical input to switch an existing patient cohort to a different manufacturer‟s 
product. 
 
Yet, as we have seen from the latest biosimilars to come to the market following 
originator loss of exclusivity, the NHS across the UK has largely put in place 
successful proactive programmes to support clinically appropriate switching. This 

                                                 
8
 

http://www.healthcareimprovementscotland.org/our_work/technologies_and_medicines/programme_resources/biosimilar_medic
ines_framework.aspx 
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needs to continue, because as NHS Scotland9 noted in March 2018, “£46m of current 
biological medicine spend is expected to face biosimilar competition for the first time 
within the next three years”. 
 
Looking at NHS England figures from this September10, best-value biologic uptake of 
adalimumab, which is used to treat conditions such as rheumatoid arthritis, Crohn‟s 
disease and ulcerative colitis, resulted in savings of more than £109m in the 
2018/2019 financial year. Adalimumab was previously a medicine on which NHS 
England hospitals spent more than £400m per year. Additionally, collectively more 
than £137m was saved from the best-value biologic uptake of trastuzumab, 
infliximab, etanercept and rituximab in 2018/2019.  
 
Developing clear programmes to support clinically appropriate switching must 
continue to be a priority for NHS Scotland to unlock further savings; particularly 
where biosimilars become available in new treatment areas and clinicians have less 
experience of their use. 
 
Question 4: How can the medicines budget be controlled while maintaining 
clinical and cost effectiveness? 

We have above set out some of the ways that the Scottish Government can optimise 
NHS Scotland‟s drug spend, building on Scotland as part of the UK achieving some 
of the lowest average manufacturer selling prices in Europe. 

However, it is important to balance affordable supplies with sustainable supplies of 
generic and biosimilar medicines. Where prices are pushed down so as to make 
supply unviable – particularly in a world with finite drug manufacturing capacity – the 
number of active suppliers logically reduces, as does supply. Pharmacies, 
wholesalers and ultimately boards may then have to pay more to secure certain 
medicines supplies, which then attracts manufacturers and prices reduce and 
stabilise.  

This dynamic can create tightened supply for certain medicines at times, alongside 
other reasons for why shortages occur, such as manufacturing (active 
pharmaceutical ingredient (API) or finished product), or supply chain or distribution 
problems. One such issue affecting supply are changes to environmental regulations 
in China – where many of the APIs are manufactured – have created a global 
bottleneck for production. This, for instance, this led to a temporary disruption of 
production of the key ingredients of certain HRT treatments; for which there has been 
a well-publicised supply issue dating back over the last six months. 

While there have in recent months been some high profile instances of generic 
shortages, we understand from suppliers, wholesalers and DHSC that the level of 
shortages is comparable to previous years. This comes at a time where the industry 
has invested to build an additional buffer stock of medicines in the UK to reduce the 
risk of shortages stemming from a potential No Deal Brexit. Having viewed the 

                                                 
9
  

http://www.healthcareimprovementscotland.org/our_work/technologies_and_medicines/programme_resources/biosimilar_medic
ines_framework.aspx 
10

 https://www.england.nhs.uk/2019/08/nhs-cuts-medicines-costs-by-three-quarters-of-a-billion-pounds/ 
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leaked 24-page document circulated within the NHS last week from the medicine 
supply team at DHSC, we believe only seven are standard generic medicines. 

It is important to be vigilant, however; and generic and biosimilar manufacturers work 
with the DHSC medicines supply team and the devolved administrations to raise 
supply issues where this is possible so that mitigation strategies can be developed. 
We are also surveying members to understand the proportion of medicines delivered 
on time and in full.  
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