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What Explains the Market Share of Generic Drugs in Japan?
The Effect of a Policy Promoting Generics on the Innovative Branded
Product and Its Generics within the “Pravastatin” Market

Takuma SUGAHARA and Tsuruhiko NAMBU

{Abstract)

This article examines the factors that determine the share of generic
drugs in Japan’s pharmaceutical market. Under strong pressure to limit the
cost of Japan’s national health care system, the government, in recent
years, has introduced several policies to promote the use of generic drugs.
Actually, the market share of generic drugs might be determined not only
by the effect of such policies but also by the price gap that exists when
these drugs are compared to brand name drugs, the good-will shown to a
product, the amount of growth in the market for any particular therapeutic
class, and so on. First, we outline our theoretical framework regarding the
determinants of market share based on the relationships between branded
products and generics, and estimate the determinant function of the
generics’ share by using trading data covering all Japan from 2001 to 2013.
Focusing on the area of hyperlipidemia, we investigate the share of
generics within the “pravastatin” market, which has been dominated by the
innovative brand name drug “mebarotin”. Overall, our results suggest that
the government policy promoting generics has had a strong positive effect
on expanding generics’ market share as has the difference in price between
the generics and the branded product, but it is not observed that any good-
will towards generics that has been generated from a growing amount of
medical advertisements has had any significant effect on the generics’

market share.
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