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Abstract

Implications of Generic Name Prescription Policy in Korea:

Pharmaceutical Firm Strategy and Public Policy Perspectives

Tae-Ha Kim * Hong-Yorl Lee * Min-Jin Oh

Implementing generic name prescription are being considered positively in Korea because of
its potential reduction in health-care spending on the prescription drugs. Our work explores
problems in the introduction phase of the proposed policy in 2007-2008 and expected results of
the subsequent policy in order to provide a long-term strategy and policy implications
considering perspectives of firms and policy makers.

Prerequisite of generic name prescription is to establish the trust in bio-equivalence test of
generic drugs. In order to realize the economic benefit of generic name prescription, pricing of
generic drug must be reduced either through the market competition or lowering down the
current price ceiling of generic drugs set by the government.

Sales effort of pharmaceutical firms, currently concentrated on doctors and hospitals, might
be diverted to drug stores once the policy is in effect. Paradoxically, brand name drugs might
be preferred due to the rebate structure of pharmaceutical industry.

In order to attain the positive goals of the proposed policy, policy makers should consider
the incentives of economic entities including pharmaceutical firms, hospitals, doctors, drug

stores, and patients.

Key words: Generic Name Prescription, Health-care Policy, Pharmaceutical Industry





