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ABSTRACT

Medication expenses have become an important cause of the increas-
ing medical costs in many countries. Different cost-sharing plans have
been designed to reduce drug spending. Under National Health Insurance
(NHI) in Taiwan, pharmaceutical policies are mainly aimed at control-
ling drug prices and regulating insurance coverage. However, these
policies have fallen into a difficult tradeoff between efficiency and acces-
sibility. The second generation NHI reforms presented a new drug
co-payment plan which was similar to the reference pricing in Germany.
This study is to show the effects of different medication policies, i.e. the
direct control on prices and the new plan of reference pricing. Under the
direct price-control policy, the regulation on drug prices would be the
most important cause for medication utilization. Also, an inadequate
regulation might lead to distortion effects on medication substitutions.
However, the new co-payment plan for medication expenses would be a
combination of controlling policy and market mechanism. It could
mitigate the distortion on medication utilization and might provide
consumers with more medication choices.
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