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Price caps through international reference pricing are widely used worldwide but not so commonly in over-the- counter 
markets. We study the short-term effects of a price cap regulation for oral contraceptives in Colombia, a market dominated 
by the presence of several branded generics with multiple active ingredients. Most of the regulated products were fourth-
generation contraceptives, and the Colombian health benefits plan only covers second-generation ones, resulting in a de 
facto over-the-counter market. Our aim is to establish whether the regulation triggered a competitive response within and 
across product categories, by price levels and regulatory status. The panel data analysis of quarterly level data for 52 drugs 
(and 79 drugs in an expanded sample without transactions for some quarters) reveals a massive expansion of transactions, 
for the directly regulated products that were formerly the most expensive, and for the indirectly regulated (i.e., a regulated 
ingredient) among those with an intermediate price. Although this price reduction could have led to a crowd out of the 
publicly provided contraceptives, we show that this is not the case. Since the information system cannot trace the final 
consumers’ purchases, we complement our analysis with an audit study involving 213 pharmacies in Bogota. We find that the 
price reduction was effectively transmitted to the final consumers.    

1. Introduction  

Several Latin American countries are among the leaders in teenage 
pregnancy rates in the World, and one of the determinants is the lack of 
access to safe contraceptive methods (Pan American Health 
OrganizationUnited Nations Population Fund and United Nations Children’s 
Fund, 2016; United Nations, 2020). Despite the interventions at the school 
level on sexual and reproductive health, the final determinant is the 
affordability of promoted methods (UNESCO, 2017; World Health 
Organization, 2011). For instance, a hike in the high price of oral 
contraceptives in Chile resulted in higher conceptions from unmarried 
mothers and worse outcomes at birth and later on in the life of those children 
(Rau et al., 2021).  

In this paper, we study the short-term consequences of a contraceptive 
price regulation in Colombia, which drove down prices of regulated products 
by an average of 61% (Ministerio de Salud y  

Proteccion ´ SocialMinSalud, 2019). The national oral contraceptive market is 
characterized by the dominance of branded generics known for the large 
price differentials with respect to non-branded products. Hence, price caps 
on leading contraceptive products constitute an appealing policy instrument 
(World Health Organization, 2015). Whereas most of the literature on price 
controls in pharmaceutical markets focuses on the medium- and long-term 
incentives for innovation (Costa-Font et al., 2014; Danzon and Chao, 2000), 
this is a second-order concern in the contraceptives market. We focus on the 
less studied short-term effects. Our first-order concerns relate to availability 
and substitutability. Price regulations are effective to the extent that product 
coverage is maintained. In the case of a shortage of specific brands, the 
reduced price dispersion is a signal that could make patients aware that they 
can substitute for another brand with a lower price and identical components.  

Since 2013, a cornerstone policy in Colombia for containing health  
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