BRAZIL'S PHARMACEUTICAL PRICE-CAP REGULATION REVEALS A PRIVATE- HPR125

SECTOR DISTORTION: HIGHER PRICES RELATIVE TO THE CAP COINCIDE WITH  [%5
HIGHER PRIVATE VOLUMES, WHILE PUBLIC DEMAND DECLINES

Evidence from Brazilian private health insurance and SUS procurement, 2015 — 2023. Jessica Portal Maia (UFRGS) QN

Research guestion

How do sector-specific discounts from CMED pharmaceutical price caps
affect demand responses when private health insurances and SUS face
different pricing incentives?

Context

Analysis on the payer-provider stage, not on the upstream transaction
between manufacturers/distributors and healthcare providers: the
observed prices represent amounts paid or reimbursed by private health
plan operators or SUS/public entities to providers for treatments that
include pharmaceutical inputs.
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Different incentives:

Private market: providers may acquire medicines upstream and bill
health plans using CMED-linked reference prices, creating scope for
margin retention.

SUS: public buyers negotiate under procurement rules and budget
constraints; TCU has considered CMED prices unreliable as procurement
benchmarks.

Data Analysis

680 matched product records observed over 108 months (2015-2023).
Main sources: ANS/TISS, MS/BPS, and CMED pharmaceutical price-cap files.
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Method

Key variables The interaction D;, x S;,captures whether SUS responds differently from

Pobs : :
D,, 10g( ) Y, = log(Q;) private health insurance.
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Fixed-effects Ordinary Least Squares (FE)
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Double Machine Learning (DML)

Inputs 5_fold Learners
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Residualization
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Private providers appear to respond to margin-based incentives, higher deviations from cap resulted
in higher quantities, while SUS procurement suggests budget constrains and economies of scale.

Discussion

= Private results suggest a distortion: higher prices relative to CMED caps coincide with higher volumes.

= This pattern fits margin-based incentives in private billing: providers may retain part of negotiated
discounts instead of fully passing them to health plans.

= SUS results are weaker or negative, consistent with centralized procurement, budget limits, and
negotiated prices.

= The same price-cap rule creates different responses across sectors because reimbursement and
procurement incentives differ.
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