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ABSTRACT 

While the utilization of cheaper bioequivalent generic drugs over brand-name drugs has been 

widely mentioned in the literature, their market valuation and sequent use are largely shaped 

by government political additionally as shopper and company decision-making. Analysis of 

literature shows that drug development and testing costs, degree of health care privatization, 

and pharmaceutical compensation all impact the profit of brand-name drugs among and on the 

so much facet their patent quantity. Furthermore, jurisdiction-specific government controls and 

policies influence the affordability and accessibility of every drug variants. 
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INTRODUCTION 

There is a lot of dialogue relating to the importance of promoting the utilization of cheaper 

generic alternatives over brand-name medicine. Whereas generic medicine is noted to be akin 

to brand-name medicine in their ability to treat conditions, vital debate encompassing their 

bioavailability, or the concentration of the drug that reaches its website of action, has arisen. 

Several consultants still believe that generic and brand-name medicine square measure 

bioequivalent and equally viable choices for effective drug treatment, as assumed during this 

review. Generic medicine contains an equivalent active ingredient gift in brand-name 

medicine; however, usually takes issue in peripheral options that do not impact their 

bioavailability.  

The discussion of generic and brand-name medicine has relevancy on a worldwide scale, and 

relates to the affordability, and ultimately, the accessibility of prescription drugs for 

consumers worldwide. In the US, the Food and Drug Administration (FDA) is to blame for 

control the drug testing method to elicit potential health risks to shoppers. While each brand-

name and drug firms within the US should apply for federal agency approval before being 

allowed to sell their medicine to the public, the previous is needed to endure pre-clinical and 

expensive three-phase clinical testing to portray drug safety and effectualness. However, the 

latter is simply required to endure bioequivalence testing or testing of pharmacokinetic 

properties, accounting for a big discrepancy in expenditures between brand-name and generic 

medicine and subsequent inflation within the valuation of brand-name equivalents. 

Discrepancies conjointly exist within the drug policies of various countries, and this is often 

the cause for the varied extent of generic and proprietary drug sales in numerous components 

of the globe. For instance, the North American nation has higher sales of generic medicine as 

compared to Canada and also the United Kingdom of Great Britain and Northern Ireland 

thanks to its privatized health care system. In distinction, governments in countries like North 

American countries and also the United Kingdom of Great Britain and Northern Ireland cowl 

a big portion of pharmaceutical connected prices, thereby reducing shopper incentive to buy 

generic medication at a cheaper price. 
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Part A: Costs of Generic and Brand-Name Drug Testing and Prices of Drugs in the 

Market 

The cost associated with the testing of the two drug types: 

When a proprietary drug is within the method of being developed, it usually cannot be 

compared to different medication containing a similar active ingredient, as no similar 

medication exists within the market at the time of approval.  

For this reason, the drug should bear intensive safety and effectiveness testing within the 

form of presymptomatic and clinical trials. These trials are related to respectable money 

burden. It is calculable by some sources that corporations developing new medication, on 

average, invest $802 million into drug development and testing. However, studies that 

yielded these results were conducted on medication that treats chronic diseases, and that 

should be analyzed over an extended period of your time to see the semi-permanent adverse 

effects. While this makes it possible that the calculable figure is associate overestimate, 

different studies show this figure may if truth be told to be an associate underestimate. Some 

studies have even unconcealed that corporations developing novel medication withstand 

associate calculable average money burden of $868 million during the event part, with 

different proof suggesting that the figure is likely to be nearer to $1.3 billion. Despite varied 

estimates being planned within the literature, it's sure that the event of a unique drug involves 

prices that amount to many several bucks, leading to an oversized drain on the money 

resources of a firm. This is not found to be the case for corporations developing generic 

drugs. It’s been calculable that the typical value of getting agency approval to market generic 

medication within the United States within the early Nineties was around $603,000. 

Market prices of generic and brand-name drugs: 

A very noticeable difference in prices between brand-name and generic drugs exists in 

several countries around the world. Brand-name drugs are priced 20 percent higher than 

generic drugs in the Netherlands, 30 percent higher in Germany, fifty % higher in North 

American country, 50–90 % higher within the U.S.A., and 80 % higher within Great Britain. 

It has been calculated that generic medicine saves Canadian consumers nearly $1 billion 

annually. A potential reason for the worth discrepancy between the 2 drug categories is that 

the large distinction within the prices related to drug analysis and development. Corporations 
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World Health Organization likely invest important funds into developing novel medicine 

charge high prices for his or her product to recover these expenses. it's conjointly seemingly 

that companies introducing novel medicine incur massive promoting prices, because of the 

shortage of knowledge among physicians concerning the flexibility of a freshly introduced 

drug to treat a given sickness. This escalates the initial prices of those corporations. 

While corporations manufacturing brand-name medicine should commit massive sums of 

cash into developing and promoting prices, their investments yield important revenues 

during, furthermore as when, the patent amount of the drug. This has been unconcealed by 

several studies, one in all that examined the sales of medicinal drug, a drug that yielded sales 

of $3 billion within the year 2007 alone. While sales of this drug born when the introduction 

of generic alternatives to the drug within the Gregorian calendar month of the subsequent 

year, sales still amounted to $1.5 billion in 2008. 

Hence, a medicinal drug created associate degree annual revenue that exceeded the common 

total quantity of money spent on the analysis and development of a drug despite the expenses 

it incurred. It is clear that corporations area unit able to continue creating an oversized, albeit 

reduced, number of sales even when the entry of generic medicine into the market. This was 

supported by knowledge obtained from a survey conducted across all fifty states of the 

U.S.A., in which 2,500 commercially-insured beneficiaries participated. Analysis of the 

results showed that the majority of the participants believe generic medicine area units less 

expensive, and do not believe that generic medicine because of worse aspect effects 

compared to brand-name drugs. Additionally, the conjointly failed to believe that generic 

medicine was less effective compared to brand-name medicine. Despite this, the results of the 

survey indicated that only thirty-seven % of the participants would rather take a drug over a 

brand name drug. Assuming this survey is representative of the composite U.S.A. population 

if, given the selection, sixty-seven % of USA citizens would consume a drug over its generic 

difference. This higher demand for brand-name medicine could also be accountable for the 

continuing presence of elevated costs, even when the introduction of generic drugs into the 

market. 

As mentioned, folks residing within the U.S.A. and different ‘first world’ countries pay high 

prices for brand-name medicine. However, these medications wouldn't be cheap for those 

living in nations with annual per capita incomes of beneath $1,000. 
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Pricing and Consumption of Generic Drugs -International Scope 

UNITED STATES: 

A combination of the natural economic process redoubled shopper decision-making and 

progressive policy reforms have resulted in an exceedingly additional important tendency 

towards generic drug prescription and consumption within the USA. A comparative study 

between the USA and North American nation, conducted in 2008, highlights the inequality in 

drug pricing and associated expenditures between the countries, coverage redoubled worth 

savings of forty-seven p.c within the former. This distinction will be attributed to the direct 

competition gift within the USA market, wherever the govt doesn't place regulations on the 

evaluation of generic medication. Policy changes have conjointly been fundamental to the 

progression of drug substitution over time. Despite these drawbacks, the considerably lower 

costs of generic medication within the USA warrant thought of the results of state policy on 

pricing, and therefore the edges of fostering competition inside the drug market. 

EUROPE: 

To achieve insight into the pharmaceutical drug business in Europe, it is important to 

contemplate the national policies enacted by international organization member nations. As 

within the suburbanized health care system among Canada, their ar varied degrees of 

spatiality within the valuation of generic medicine among Europe, with the literature 

suggesting that the valuation of generic medicine is considerably lower in Scandinavian 

countries compared to their valuation in countries like France, Germany, and the UK. These 

cross-national variations indicate that national policy-making plays a visible role in deciding 

the market handiness and valuation of generic medicine.  

In several European countries, drug corporations might contend by providing discounts to 

pharmacists and wholesalers to hold their medicine, though prices don't seem to be lowered 

to an equivalent extent as free-market competition. Reference valuation policies emerging in 

European countries, as well as a European country, Bulgaria, European nation, Denmark, 

Finland, France and also the European nation, offer a way to contain expenditures among the 

insured public sector while not inhibiting direct worth competition. The policies cover the 

construct of 'co-payment', during which a drug is only reimbursed to shoppers if it's at or 

below the determined reference worth for a group of equivalent medicines, with shoppers 
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creating up the distinction. Although there is pressure on corporations to stick to bound 

reference costs, there's no ‘price ceiling’ or most, guaranteeing that competitive forces 

management the market whereas not directly limiting company valuation. 

SUMMARY 

In conclusion, this review knew a relationship between proprietary drug development 

expenses and resultant elevated drug costs. Despite these expenditures and therefore the 

limits placed on proprietary drug patents, brand-name medicine continues to take pleasure in 

vital profits on the far side of their patent amount. Government controls and drug policies 

vary in nature globally and play a significant role in shopper decision-making and therefore 

the degree of drug success, taking varied forms across different jurisdictions. Future 

directions embrace a probe of state policies and therefore the proportion of drug use in 

developing countries, still as a validation of the idea that generic and brand-name medicine 

area unit bioequivalent. 
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