Snapshot Review – Russian Medical and Healthcare

In Russia the healthcare system mostly relies on public funding, the spending is increasing (88,4 billion rubles was allocated from the Federal budget for 2008). Funding is largely regional – there are 89 regions in Russia, and over 80% population is concentrated in the European part of the country, west of the Ural Mountains, and along the southern border.

In 2006 the Russian Government adopted and is currently implementing the National Priority Project “Health” mainly targeted at emphasising primary care, providing people with high tech healthcare, purchasing new equipment and improving facilities for public healthcare services. In the framework of the project Federal budget funds allocated for implementation of this investment program are to spend it on purchasing innovative medical equipment, ambulances and etc. specially focused on hospitals and primary care entities.
Healthcare is provided primarily through specialised medical centres. There is mandatory medical insurance, which entitles a citizen to basic medical services provided by public healthcare facilities; some employers also provide private medical coverage for their employees. 

The share of private healthcare providers is still relatively low (approximately $5,3 billion). 
Opportunities: There is also to be a growing demand for a wide range of advanced medical equipment for the public healthcare institutions.

Constrains: it might be rather difficult to obtain a licence for your innovative equipment as it should fully correspond to the Russian government standard – GOST (all-Union State Standard). This work is to be done by the local distributor which is well established in the market or specialised certification agency.
According to data provided by BMI report, the primary drivers of the market remain in place, however, with consumer spending, government provision and a small but growing private healthcare insurance sector all driving growth, although the retail sector remains the paramount value driver. Russians are also the people most burdened by disease in Europe and expected to remain so through 2030, driving demand for medicines. BMI’s Burden of Disease Database (BoDD) shows the impact of disease relative to the World Health Organisation (WHO) standard disability-adjusted life years (DALYs) lost. Russia ranks in 136th position (out of 191), in terms of global DALYs lost per capita in 2008. 

The healthcare system continues to suffer from chronic overcapacity in secondary care, there is a still underdeveloped primary care system and varying levels of mismanagement and lack of modern equipment in the public healthcare institutions. Easy access to both healthcare and innovative medicines remains spotty in many regions, particularly among rural populations. At the same time, the government has committed to long-term investment in the healthcare sector and remains in a strong financial position to upgrade the healthcare system after years of neglect. In addition, with still rising per capita incomes, despite the current crisis, and by far the largest population in emerging Europe, Russia retains huge long-term growth potential (source: BMI Report on Healthcare and Pharmaceuticals in Russia).
Within the framework of the National project “Zdorovje” the Russian government has launched a 10-year infrastructure rebuilding programme that should see record investment in new hospitals and clinics to a focus on primary care and preventative treatment, as well as the application of modern drug treatments and response to modern lifestyle-related ailments, such as obesity and diabetes.

Priorities of the Russian MOH are to fight and prescreen oncological and cardiovascular disease, hospital-acquired infections. The country also faces huge healthcare challenges going forward, including major tuberculosis and HIV/AIDS epidemics, one of the world’s highest rates of tobacco use, chronic alcohol abuse and very high rates of cardiovascular disease and cancers compared to other CEE markets.
Healthcare Sector highligths

The 5th All-Russian forum "The Health of  nation  is the basis for  prosperity  of  Russia " will be held in Moscow. 
On 17- 19 September 2009 the 5th All-Russian forum "The  Health of  nation  is the basis for  prosperity  of  Russia " will be held in Moscow. It was organised by the Russian Ministry of Healthcare, Russian Government and Russian Public Chamber, relevant Federal Agencies in conjunction with the all-Russian public organization "Nation  Health  League". Representatives of all Russian regions will participate in it. Congresses on the actual problems of health care, education, environment protection and mass sport will be held at Moscow State University and at the exhibition centre of federal and regional social programs - in "Manezh". Participants of the Council on realization of the top priority national projects under President of Russia and Public Chamber RF will participate in the forum's actions.

The forum is an annual action, the all-state review of the top national programs and the site for elaboration of new mechanisms of modernization of social sphere branches. The exhibition of regional programs of health care, education, mass sport and environment protection development will be opened within the frames of the forum.
The memebers of organizational committee of the forum includes prominent state and public activists of Russia, scientists and representatives of business. "Only healthy nation is able to found a strong state" - they believe - "If we fail to strengthen physical and spiritual-moral health of our citizens and it means - economic power and defensive capacity of the country".
Budget allocation for rehabilitation equipment for invalids and high-tech medical care delivery for population has been increased

By the Russian Government Decree N 1162-р dated of 13 August 2009 budget allocation for rehabilitation equipment for invalids and high-tech medical care delivery for population has been increased for 2,2 billion rubles and approx. 2,3 billion rubles accordingly. There are over 15000 people in the “waiting list” to receive high-tech medical care. Over 197 million rubles are allocated to the Moscow Department of Health for funding rehabilitation and prosthetics of invalids.
Zero customs duties on imported medical goods.

By the decree N 696 dated from 21 August 2009 the Russian government has approved zero customs duties on imported medical and some other goods effective from August 21, 2009. The list of goods to which zero duties will be applied includes cameras for underwater filming and aerial photography, and for medical or surgical studies of internal organs; cameras used for purposes of comparison, for court or criminological purposes; dentist's drills; and luminescent and amplifying x-ray screens. It falls to the following Chapters of the Russian Customs Code: 8419 39 100 1; 8474 39 100 1; 8474 80 101 0; 9006 30 000 0; 9018 41 000 0; 9018 50 100 0; 9018 50 900 0; 9022 90 100 0. UKTI Russia team will send more details to UK companies who may find this relevant. 
Minister proposes that global firms make drugs in Russia
On 13 March 2009 at the meeting with Guenter Verheugen, European Commissioner for Enterprise and Industry, and executives with leading European pharmaceutical companies, visiting a pharmaceutical research and development center in Khimki, near Moscow, Russian Industry and Trade Minister Viktor Khristenko proposed that global firms make drugs in Russia.

One of the main initiatives that was put forward was a proposal for exclusive terms of supplies of newly-developed medicines to Russia. 

When the 10-year patent protection for a new type of medicine expires, the company that has developed and manufactures it ceases to be its monopoly seller, others begin to produce the drug under other trade names, and prices for it drop sharply.
The proposed exclusive terms would mean that the producer of a medicine would still have a chance to sell it in Russia on a monopoly basis for a time after the expiry of the 10-year period and that the Russian state would close the Russian market to equivalents produced by others. In return, the original producer would have to organize the manufacture of the drug in Russia.

The Industry and Trade Ministry also suggests that Russian and foreign pharmaceutical businesses join forces in developing new medicines. Whereas in Europe the entire cycle of creating a new drug costs up to 2 billion euro, in Russia the process may only cost 500 million euro.
President Medvedev vows not to cut funding of priority health programs
The current economic situation creates problems for the Russian health care system and forces health authorities to change the tempo of progress in particular areas, President Dmitry Medvedev told to the Russian TV program “Vesti” on 16.05.2009.
“As for the condition of our health care system, I must admit there are certain problems, including those inherited from the past and caused by the economic slowdown. In other words, the condition of our health care system is due to former problems and the current economic situation… At the same time, not a single priority defined at the beginning of our national Health Care project has been cancelled or even limited in terms of funding… We will promote high-tech medical aid, supply of medicines and other priorities, such as the prevention and treatment of cancer, tuberculosis and cardiovascular diseases,” Medvedev said.

In the framework of the Health Care national project “Zdorovje” 4 of the 15 high-tech medical centers are already operational in big Russian cities – Penza, Astrakhan, Cehboksary and Krasnodar. 82 regional cardiovascular centers across the country are to be opened, also 240 cardiovascular departments will open at national hospitals to increase their total number to 300. 
President Medvedev says government won’t cut investments in donors, blood plasma production
President Dmitry Medvedev studied the problems of Russian blood donors and the domestic production of blood plasma and promised state support to this industry, while visiting a Rosplasma laboratory under the Federal Health Care and Social Development Service in Kirov. 

A blood preparation plant has been being built on the center’s premises since December 2006. The new plant, the laboratory and blood plasma centers are the first innovative project of the modern industrial production of virus-safe blood plasma in Russia. Once the project is complete, Russia will stop the imports of such preparations, which are one of the most expensive on the pharmaceutical market.

The plant is almost ready, and its main facilities will be commissioned by the end of this year. The plant will reach its full capacity in 2010 and it will process up to 600 tonnes of donor plasma per year. The cost of the Kirov plant is seven billion rubles, and the money comes from the federal budget.
President calls for backing high-tech sectors with competitive edge

Russian President Dmitry Medvedev called for developing domestic innovative industries that already have a competi​tive advantage on the market, ITAR-TASS reported on 18 June 2009. He proposed promoting industries that are already competitive, as well as the Russian defense industry and other sectors whose development would create a "multiplier effect" by contributing to the growth of other industries. President Medvedev also said that Russia's innovative growth should be focused on five sectors: energy efficiency, nuclear technology, the space industry, medical research, and IT.

Medvedev calls for reducing Russia's dependence on drug imports

Russian President Dmitry Medvedev on Thursday called for reducing Russia's dependence on imports of drugs and medical equip​ment, ITAR-TASS reported on 18 June 2009. "We cannot tolerate (Russia's) dependence on imports of expensive pharmaceuticals and medical equipment," he said at the first meeting of the government commission for modernization and technological development.

Medvedev also called for promoting domestic production of pharmaceuticals, including antibiotics, psychoactive drugs, and vac​cines. He said that production of such pharmaceuticals could be launched both by domestic companies and by joint ventures of domestic and foreign producers.
In June 2008, Russia’s formulary committee from the Academy of Medical Sciences signed a collaboration agreement with the UK’s National Institute for Health and Clinical Excellence (NICE) to share knowledge and experience in order to improve medical standards within the country.

Statistics:
The Russian Healthcare Emergency daily receives 30000 calls regarding high blood pressure, 25 000 – heart attacks, up to 8000 – strokes, up to 2500 - cardiac arrhythmias. These figures are countrywide. 
Over 52 million people in Russia call healthcare Emergency and 8 million is taken to the hospitals annually.

Summary
· According to the World Health Organisation, Russia ranks 130th in terms of the effectiveness of its health care system and 127th regarding the health of its population. These figures not only place Russia far behind developed Western countries but also behind the majority of East European and Latin American countries with a similar level of economic development. 

· Well aware of the challenge of its failing healthcare system, the Russian Government made Health Care one of the four major national projects eligible for billions of dollars in state spending. Over the past two years, 220.3 billion roubles ($9.3 billion) have been allocated for the health care national project. The money has provided for the construction of 15 high-tech medical centres across the country, new equipment for hospitals, vehicles, immunisation programs and salary increases for family doctors. The Government is currently having a more careful look at the national budgets vis-a-vis current negative economic trends and the falling oil prices, but the health care reform is likely to continue to be at the top of the government's spending priorities despite the ongoing global financial crisis. 

· Earlier last year the Russian President Dmitry Medvedev called for promoting competition in the healthcare industry and suggested an overhaul of health insurance legislation. He proposed lifting restrictions on private businesses' participation in government healthcare programs to encourage competition. "Any entities, regardless of their legal status or form of ownership, should be allowed to take part in (government healthcare) tenders," he said. Russia's largest public corporation AFK Sistema announced its plans to invest approximately $100mln. per year in the development of its healthcare services division. Similarly, insurance giant Ingosstrakh plans to create a network of medical facilities that will provide medical services to holders of voluntary health insurance (VHI) policies. Specifically, it plans to open 24 clinics at the cost of over $100mln, each of which will be able to serve 20,000-23,000 patients annually. Segment-wise, dental care is the fastest growing service, and it is followed by gynecological, obstetrical services and urological services. In some regions, these services account for the lion’s share of the market.

· Russia's medical device sector, currently worth approx. US$ 1.7 bn has been displaying fast growth, mostly driven by improving health investment by both the state and private sector. It is currently estimated that by 2012, the total market value should reach approx. US$ 2.8 bn. The high-end medical equipment is likely to be in great demand as Russia continues to invest in hospitals modernisation programs, as will the diagnostic and monitoring equipment. Despite current attempts by the Russian government to reverse the decline in domestic manufacturing of medical devices, it remains very fragmented at the moment, with Germany being the leading foreign supplier (market share at appox.50%), followed by the US (at approx. 22%), Japan and Italy. Pending Russia's accession to WTO, import tariffs for medical devices should reduce to an average 5%, though will be higher for medical syringes, thermometers and intravenous equipment. Finally, patent protection for medical device manufacturers remains an area of contention, albeit with some improvements in recent years.

Useful links

MINISTRY OF PUBLIC HEALTH AND SOCIAL DEVELOPMENT

www.minzdravsoc.ru (Russian version only)

FEDERAL SERVICE ON SURVEILLANCE IN HEALTHCARE AND SOCIAL DEVELOPMENT OF RUSSIAN FEDERATION

www.roszdravnadzor.ru (a booklet in English is available for download)

RUSSIAN ASSOCIATION OF MEDICAL LABORATORY DIAGNOSTICS

www.ramld.ru (English version is available)
MORE DETAILED SECTOR REPORTS

Research is critical when considering new markets. UKTI provides market research services, which can help UK companies doing business overseas including: 

· Overseas Market Introduction Service (OMIS). Bespoke research into potential markets and support during your visits to Russia.

· Export Marketing Research Scheme (EMRS). In-depth and subsidised service administered by the British Chambers of Commerce on behalf of UKTI 

Based in your region, UKTI’s International Trade Advisers (ITA) can provide you with essential and impartial advice on all aspects of international trade. Every UK region also has dedicated sector specialists who can provide advice tailored to your industry. You can trace your nearest advisor by entering your postcode into the Local Office Database on the homepage of our website.

For new and inexperienced exporters, our Passport to Export process will take you through the mechanics of exporting. An International Trade Adviser will provide professional advice on a range of services, including financial subsidies, export documentation, contacts in overseas markets, overseas visits, translating marketing material, e-commerce, subsidised export training and market research.

When considering doing business in Russia, it is essential to obtain legal, financial and taxation advice. A useful contact list of lawyers and other relevant professional bodies as well as further information on the pharmaceutical sector is available from the British Embassy in Moscow. 

The British Embassy’s Economic Section produces regular analysis of the Russian economy. The reports can be downloaded from the Embassy website: http://ukinrussia.fco.gov.uk/en/doing-business/economic-analisis/. 
KEY METHODS OF DOING BUSINESS

General information on doing business in Russia is available from UKTI website https://www.uktradeinvest.gov.uk/ukti/appmanager/ukti/countries?_nfls=false&_nfpb=true&_pageLabel=CountryType1&navigationPageId=/russia 

For comprehensive guidance on key methods of doing business in Russia, you may wish to refer to Baker & McKenzie report published in June 2009, which is available on-line free of charge (http://www.bakernet.com/BakerNet/Resources/Publications/Recent+Publications/DBIRussia09.htm) 

7

