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ABSTRACT

Pharmaceuticals are special merchandise, which are con-
cerned with human’ existence and health, so the pharmaceuti-
cal industry is closely connected with people’s lives and health,
and is called as “Forever Sunrise Industry”. The pharmaceuti-
cal industry plays a significant role in each country’s industry
system and economic development, therefore having a great
social and economic benefit, and being the important part of a
nation’s economy.

The pharmaceutical industry made the most rapid develop-
ment among all industries in our country. From 1978 to 2004,
its annual value of production increased at an average rate of
18%, higher than that of all other nation industries and GDP
in the same period, and 13.8% of average annual growth of
the major pharmaceutical production country in the developed
countries. Our country has become one of the pharmaceutical
markets that developed most rapidly, but our country is only a
big pharmaceutical country instead of a pharmaceutical power
in the world. The current situation of our pharmaceutical in-
dustry is worrying: our country’s technology innovation ability

is weak, and products with proprietary intellectual property
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are seriously lacking; the industry organized dispersedly, so
the industry concentration is rather low; the increase in indus-
try profits shows a evident turn down, and the rapid industry
development did not realize rapid profit growth; the
government’s industry rules and regulations have a dilemma,
Large-scale and frequent policies to lower the pharmaceutical
price have been carried out 16 times within 8 consecutive
years, but the pharmaceutical price bubble is still not re-
solved. The centralized tendering and purchasing of pharma-
ceuticals failed to rcach its original aim of preventing the bad
practices in pharmaceutical purchase and sales, but bred the
new corruption instead.

During China’s economic transitional period, what are the
main barriers preventing our pharmaceutical industry from its
healthy development? What measures should we do to ensure
its healthy development? This article will try to provide our
pharmaceutical industry with some beneficial advice by analy-
zing the main barriers in the pharmaceutical industry develop-
ment. With the theories of industry development, industry or-
ganization, and industry competition capacity as the basic the-
ory, the article will raise some solutions and advice to promote
the competition capacity and healthy development of our
country’s pharmaceutical industry by fully examining its devel-
opment process, analyzing the laws and features of its develop-
ment, systematically researching the barriers of technology ad-
vance, industry organization, and government regulations in

the development.



6 THEH LAKRR

The article is organized in three parts, in a total of eight
chapters. The main content is as follows:

Part one includes the first two chapters, and is the basic theo-
ry part. In this part, the main problems will be put forward, and
some relevant theories will also be summarized and analyzed, so as
to present a theory basis for further discussion.

Part two includes the articles of three to seven. It is the
key part in the article, among which in chapter three we will
analyze the features of pharmaceutical industry, and describe
the current situation and future trend of pharmaceutical indus-
try development;

In chapter four, we will review the growth stage of our
country’s pharmaceutical industry, and put an emphasis on
some features of the pharmaceutical industry in the transfor-
mation stage, such as the industry structure, ownership struc-
ture, product structure, and region structure. Also the inter-
national status of our pharmaceutical industry will be discussed
here;

In chapter five, the Cobb-Douglas production function
will be used to calculate the technology progress made by our
pharmaceutical industry, and the result shows that capital in-
vestment has made a 72. 54% contribution rate to our pharma-
ceutical industry development, which is far exceeding the con-
tribution of technology and labor growth, so it is the first driv-
ing factor of pharmaceutical industry growth, with the tech-
nology advance being the second one. The results also proved

that our pharmaceutical industry presents extensive growth,
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with capital and labor as main input. Based on these facts, the
article will analyze the in-depth reasons which prevent the
technology advance of our pharmaceutical industry from three
perspectives, namely, the input level of research &. develop-
ment, the output level research & development, and its organ-
ization format.

In chapter six, SCP theory frame and adequate data will
be used to research the status quo of our pharmaceutical indus-
try from market structure, market conduct, and economic per-
formance, in order to find the obstacles in the industry organi-
zation. The merger and acquisition action in the pharmaceuti-
cal industry is the key in our analysis, and some problems will
be found by summing up their features.

From the perspective of evolvement and development of
management system of pharmaceutical industry, the chapter
seven covers a detailed and in-depth analysis on the main as-
pects of the government rules and regulations on the pharma-
ceutical industry, such as market access system, safety control
system on pharmaceutical quality, pharmaceutical price control
system, order control system on pharmaceutical circulation,
protection system of intellectual property, and pharmaceutical
supervision and administration system, and points out kinds of
defects in government rules and regulations, and its adverse
impacts on industry development, and introduces and examines
some features of rules and regulations of the pharmaceutical
industry in developed countries by contrasting and parallel

comparison.



8 THREHFLAKHEA

Chapter eight is part three. Based on chapter five, six,
and seven, some solutions and advice will be put forward,
such as enhancement of technology innovation, optimization of
industry organization, perfection of system environments.
Also, some strategies will be brought about here, such as the
combination of independent innavation with imitating innova-
tion, perfection of merge & acquisition, enhancement of brand
strategy, implementation of “go out” strategy, the industry
Clusters strategy, and the “green pharmaceutical” strategy. It
is confirmed that our country’s pharmaceutical industry is a
competitive industry, but it has its own special character, so
the government may have to exercise some degree of govern-
ment control, so as to realize the aim of effective competition,
high productivity, and protection of consumers’ benefits. It is
suggested that both the loose and tight rules and regulations
shall be used in the pharmaceutical industry reform: to gradu-
ally loosen the highly planning regulation that is the legacy of
the former economic system, and on the other hand, to gradu-
ally establish a regulation policy and system that will be in ac-
cordance with the socialism market economic system and the
international practice. With the pharmaceutical price.manage—
ment policy on the cutting point, it is suggested to implement
“four reforms”: medical and health system reform, pharma-
ceutical circulation system reform, medical and insurance sys-
tem reform, and government administration system reform, so
as to create a good system environment for the healthy devel-

opment of our country’s pharmaceutical industry.
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