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Abstract
The Welfare Effect of Mandatory Prescription in Korea

Chung Sik Yoo

College of Commerce and Law, Yonsei University

In this study, we investigate the welfare effect of mandatory prescription(MP)
in Korea. An immediate effect of MP is the increase in the implicit price of
prescribed medicine, which could be obtained easily from drug stores before MP.
This will lower the quantity demanded, which will in turn reduce the abuse of
drugs. The key to the cost-benefit analysis of MP, therefore, should be focused
on this point : price increase in the cost side and quantity decrease in the
benefit side. Since we do not have as much information as needed for the
analysis, however, we made strong assumptions for the clarity of numbers : the
severity of moral hazard of medical doctors related to the sales of hospital drugs,
constant demand elasticity, constant benefit multiplier of reduced drug usage,
and so on. With these rather strong assumptions, we find that i) the benefit side
is much ‘more sensitive to demand elasticity than the cost side effect ii) the
larger the demand elasticity, the greater the size of net gain of MP, though the

result depends on the size of the benefit multiplier. This analysis shows that we
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need to have more information on the specific institutional path of health benefit

diffusion caused by the reduction of drug usage, which was the major target of MP.

Key words ' mandatory prescription, consumer welfare, demand elasticity, medical

benefit multiplier
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the 7% clokgiol meh o7h WakA) gtk Abgel Azeta glon ok Ao
2 7% Hgolan 2 4 9

ol FFRLEA MolE AR, 4 2 30 Al 28 4 2A| A A2
= g9 v goz a0 9N AuH, oMM So| TS Adelavis v o7 A
Hag 7987 S BEAoR AFHE 2Ey), 29y 9 g RoEg 5 o aaEa
S2A7k A4 A2SY Ao TREA S 4T 2Rt AR AEF FAE of
HAR A2 240 HE 9SS BT DYl 2% 2ga

@ elotgqon T WEINE Yosel Fht TNALE PIA
=FANEE ZUAAA B Aolth olAd e Fe
e ALair2 B

N,
eir
r_g{.:'
>
B, °
o
il
=
—o
2
r)
o
]
K

folli 243 712RF aet dFEXE 5] Hal 228 ARES WA FAH 2
19973 6€0l EE AFUAYFAR A 3t 1996\ Ut fFL 7,484 FEol FAUY
o] 3,400,243,925 FHeler AT FFL 4,909 F5 S 0] 2,947,095.362

4) 3ol AuAA desEdrie 479 =i AR AR st 53] J4F IR F5
Hlo) 5] Alo]o] MY TA e 7h w)§ g shgeln o] 35 AFE B WsA] Hawojob & Ao},
dad 79| ALGE vj&da HPguE Tt FIVRN Y ANAGAES 7/ Yo F Hg
Atole] AAE FE51A AES A WG T 5 A& Aotk e BHE AL olokE w2 T8y
Aolol e wl¢ BT AAL U Rojeke Apdoleh, wiek ¥X] grid gopRde goe, HolE YER
2 QolME, EAA E Zol7] WEolth 9 4ol oj2ig AE FHste §F JEF (medical
multiplier) & BB E 4 A& Aol9 o]& Z4xe Ao RER, T U4E AMLFR ReE AHe g2
ol Agdo] Foz X Had oz ¥,
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deoldlth. & & 55 12,393 T AEAFFY &2 39.6 %, 8NN 6,347,339,288

A9% ARLE MEe 46.4 %] o231 Ao
AZRAE N GUTAE 4T 2% Fehz vhro] Holoh shed FolRl ARRE
o8 7T 57t gk & A bR PHe FEAYSN RN NSRS d
2 AUPYFEE HE Aol FNEY 45ER JAGE 204 BAFISEE o83
of QUPLEEL T ot 2 £ A €k
(E 4 S|efE ol Mptel, 71, MAEREol
SEERRE 9 FERTA % JFEYVY

d = A4 7H(%) (1990=100) F7H&(%) 7+ (%)

1992 4,287,410,177 8.98 109.6 1.76 7.22

1993 4,666,124,488 8.83 109.7 0.09 8.74

1994 5,254,076,736 12.60 114.2 4.10 8.50

1995 6,056,851,247 123.4 8.06

3 7 10.14 1.98 8.15

34 gojde] Aule (X 5) # 2ol upddFse ARE B3 4& + dd

(% 5 2Y7|UEY 22 2Hp) T4('96)
ol Hod, %
BTA A FAA eAH] FA
& A 1,487(82.6) 313(17.4) 1.800(100.0)
3 4% 4 314(93.5) 22( 6.5) 336(100.0)
TEH 327(91.9) 29( 8.1) 356(100.0)
K 4 93(83.0) 19(17.0) 112(100.0)
9 ¢ 754(75.6) 243(24.4) 997(100.0)

F: 1) FANE $7188 X3S AY.
2) A= A9,
A5 J2ddAHs

BA50] ARFES 271 AN BARUL AR AR BASRE 4T A7 L
ohist 2e ARE F2T 4 Uk
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~f84 el AT X dg-

(¥ 6) 232t 2l oigt 245 Y %]
lg\ig\ﬁ—:‘;}% 2.44 158 1.84 2.48 . 2.81 271 273 156 166 153
fi?j(g—)%’ 30.4 734 359 217 242 370 234 184 191 148
A gato] &5(%) 2.7 1.0 1.4 1.1 9.3 1.2 16 173 19 1.0

AUE A7IAZHE) 291 70.3  66.6 325 217 237 268 00 140 0.0

210,021 13.207 9,081 9,203 54927 16,041 7,561 96,470 285 676

Az E
Eﬂﬂffl:]?} 126,232 13,428 15,164 11275 63,937 10,596 9,751 - 2,081 -
(#HAI7H

Ag: FREAANSATA, 087 4 ZAdHgezAL | 1995.

§ Hel ol5d 277 R BAYEN47} 1.56 22 YD o] AESSHE el
HFS O 40%2 RS W ARIGE 7Y% WA FFS BE

Ak ool N9 of BFS 27140 Holdo] FYstelol B YoIA Wl AR
A7 WE% 2,109 28.5%7} € mebd F7449 BRI S-S oF 285 %7} A
Tk Bolok & Rolth 19950 349 Aelsh BAY P RH§-L 4,473,122 W
JlEz (& T) #F) dekrdel B FHdoz WASE duelan g ke
2748 %7} At

L.

(BT & 2HH2lEH|8e 12 : 1995

G

3 = U

YA 8H & 16,272

SE LR 391,734

Q9 v ¢ 36,602

7V}t & 33,119

EN 477,727

HEAZA RN § 2,397,150

7] 2134 R ] & 720,398

9 9 nEH S 1,355,574

& A 4,473,122

g A 4,950,849

A8 B7), IR g AAD 9 FHREE 33, FEAANETY, 1995
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olAl 714 a1 8 7t oM e FAM Y 50%, 100%, 150%, 200% B=EY v
A & A=E YdEAd g A EE 5U0a stab 4279 B5 dtede] 4
A2 AH|RHEC] 3712 Fesfol SH(AAAQ) 714 S7HeE A& B71= 34k ©A o)
FE 2HAEC] BF F712 ok st AL ohiy £a349) e et WEe

o] dF F28 A2AIE At BT Aoj2z o|F AAA LR ZAgts|ot g},
L4429 FHE =23t 71 AsiM e 7HAEste FREHAS Dotok st 7HAREE 5
< AR et (F 4944 8. 15 % = 7Hg) FAA A ook

02 /Mo R AH|RIEC] AEE Aoz FHE S T FANFE SR AY
& o8 A Y £FSIIER At HARSEE 22T F AT oe dUdE
Aoz oidd qFF EAF Hshgolgtn BT F SlE Aotk dAdE J%FE B
T HstE N A4 E7AeseE o AR e e BAshe FF eI Wt

&(4p/p)& 2T 5 ot ol okfe Fe ol E A E Helu ink

A%, 94
BETEY
ozuAY
2 o ﬁ'ﬂ:—“ﬂi‘x‘ o ol ORI ok o] ok E ‘3} D7}Z]
ge  EHAER) AAE o oJtE Arg)ek =
G m“i i **ﬁ" Pbtofd ANE B B TIEE
T gne  REARN SO0 A2 e e B
(40%7}3) y
(-42)
P
(a) (b) © (d) (e) () g) (h)
18000 0.5 12748 60568 35.91 8.15 27.76 8.06 19.70
1 50.77 42.62 34.56
15 65.63 57.48 49.42
2 80.48 72.33 64.27

ol T8 71ANsE (dp/p)ol el DAT Savdde H (0.1-0.5) 99 7
7o) 7148 WA BRGNS £2% WE (dg/q)E T8 & A Aol $a% A5
22 olgdla} 29 ol2RYIA FoH QJeFEgoz g AuASe) BT vLS AL
T 5 309 e o] £2 e

getpgoz Qg u 8 AdeE AL 2 AV} Loy B E T glo ofelgol
Sagn 56 doEgE B 218 Ao A4sIE ALIHE A4 240} TR
Aol drht £42 E AA7IE AR HPuE 58 oj¥A T AW TAlolT
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~FA4 0 ddoRgel aHAEAd M 9% -

(F 9-D)2 FUAR A dehte 19959 % (A3) darzdd] 112 96239 RArdA

243 19959 72y 42 950892 T 220 aME

Z Fed 2x 8122915’9_i o] 28 § =

19959 % (=39
62 o] &3t ool $H S ALt

O

) Azl

AWNE BoFq o}t H|2E g8l (X 9-2)F EEE AT E ujZdo] opd FoJotE
ENo R ol 73 5 = 2.64 & 0|83t JUEHY £HYG AN AHE HAFn
ATt
(F 9-1) SUEYSRE QIsh AH|X} |3t Hel FH(LUHE HS2UD)
8 = 6)
o
Zapll 20 Benefit Cost
dp_t F 8 dg T 4 Net
» —p BIE g (95 a0 ~opg(Aay bl At ey
( ) q b 2
ba
0.197 -0.1 -0.020 60568 -1193.190 7195.138 11814.367  -4655.229
-0.2  -0.039 -2386.379 14318.275 11696.838 2621.438
-0.3  -0.059 -3579.569 21477.413 11579.308 9898.104
-0.4 -0.079 -4722.758 28636.550 11461.719  17174.771
-0.5 -0.009 -5965.948 35795.688 11344.250  24451.438
0.346 -0.1 -0.035 60568 -2095.653 12573.917 20593.980  -8020.063
-0.2  -0.069 -4191.306 21547.834 20231.432 4916.401
-0.3  -0.104 -6286.958 37721.750 19868.884  17852.866
-0.4 -0.138 -8382.611 50295.667 19506.336  30789.331
-0.5 -0.173 -10478.264 62869.584 19143.788  43725.796
0.494 -0.1 -0.049 60568 -2992.059 17952.355 29181.553  -11229.198
-0.2  -0.099 -5984.118 35904.710 28442 515 7462.196
-0.3 -0.148 -8976.178 53857.066 27703.476  26153.589
-0.4 -0.198 -11968.237 71809.421 26964.438  44844.983
05 -0.247 -14960.296 89761.776 26225.399  63536.377
0.643 -0.1 -0.064 60568 -3894.522 23367.134 37693.135  -14326.001
-0.2  -0.129 -7789.045 46734.269 36441.046  10293.223
-0.3 -0.193 -11683.567 70101.403 35188.957  34912.446
-0.4 -0.257 -15578.090 93468.538 33936.868  59531.669
0.5 -0.322 -19472.612 116835.672 32684.779  84150.893
ey 4E #19 g FHE 4+ UAT o

Al ol2@ AN o4F 8ol ]
F 28°] Fojuud w2 A3k 4] ofHoe Aoltt. (£ 9-3)2 ARYGF MM
T o] wet ojokE 289 ALEL UF FEe HAaRY 2/3¢ @tk sPdstol
8 = 10 o2 MdAsta 7¢ Aojth. 22 HE WU HIA 8 o] okF A4dA &

5) ARCGE v|Fo| & 46 %7} Hok= 7Pt A T3 Frolt.
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(E 9-2) o|UEo=z oIt ad|x} v|B1t Hol FH(QAE L8ZL)
(8 = 2.64)

N SloE Benefit Cost

L= e (,;;“fji) ey 8 ~opa(da) Ayl Ao Beneft

0197 -0 -0.020 60568  -1193.190 2.64  3154.089  11814.367  -8660.277
0.2 -0.039 -2386.379 6308.179  11696.838  -5388.659
0.3 -0.059 ~3579.569 9462.268  11579.308  -2117.040
0.4 -0.079 -4722.758 12616.357  11461.719 1154.578
0.5 -0.099 ~5965.948 15770.447  11344.250 4426.197

0.346  -0.1 -0.035 60568  -2095.653 2.64  5539.670  20593.980  -15054.310
0.2 -0.069 ~4191.306 11079.339  20231.432  -9152.093
0.3 -0.104 ~6286.958 16619.009  19868.884  -3249.875
04 -0.138 -8382.611 22158.678  19506.336 2652.342
0.5 -0.173 ~10478.264 27698.348  19143.788 8554.560

0494 -0 -0.049 60568  -2092.059 2.64  7909.239  29181.553  -21272.314
0.2 -0.099 -5984.118 15818.479 28442515  -12624.036
0.3 -0.148 -8976.178 23727718 27703.476  -3975.758
04 -0.198 -11968.237 31636.957  26964.438 4672.520
0.5 -0.247 ~14960.296 39546.196  26225.399  13320.798

0.643 0.1 -0.064 60568  -3894.522 2.64  10294.820 37693.135  -27398.315
0.2 -0.129 ~7789.045 20589.639  36441.046  -15851.407
0.3 -0.193 ~11683.567 30884.459  35188.957 -4304.498
0.4 -0.257 ~15578.090 41179.278  33936.868 7242.410
0.5 -0.322 ~19472.612 51474.098  32684.779  18789.319

798 Re A9 BE A4F 3089 gio] BE A 21y Iue|ale FaERL
asta glest o B 2 U TG FAIY 93 oL 03 3o
W 228 AL TIAIA @ am—t— Aoltt. flolq Beld B4l oJahd olass
5 9 ;«m-z— BEAOR FE AH(E 5 = 2,649 A9 2nlAe] ofokE savegol 0.4
o149 o ejokrgel heol 0 y.u} 27 Ve, dEssd 278 YYshl et
2uAe] obE SaueAol 0.2 o4 o gorgel EHeo] 0 BT ZA vehis o

yorfr
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-84 ojerEqlo] Au|AEA X Y-

549 278 FEREY ofeh 08 REAA FUHAA e S SaweyT B
glol Slopeelel £meo] 0 v 2 A2 Yehin Yok HYARS 7FsHol Belg o)
u] Aoje] oufel o2 JA UehiA @ @ o Ase SYaithe Ho| FEuET.

% =10
o%EF
5.0 Benefit Cost
dp_t w8 g N dg Net
b e P ('95) pa( q ) 6 ‘61)0(4—4) _42(1+_1__Al) Benefit
a b 2 q
(pq)

0.197 -0.1 -0.020 60568 -1193.190 10 11931.90 11814.367 23746.267
-0.2  -0.039 -2386.379 23863.79 11696.838 35560.628
-0.3  -0.059 -3579.569 35795.69 11579.308 47374.998
-0.4 -0.079 -4722.75 47227.50 11461.719 58689.219
-0.5 -0.099 -5965.948 59659.48 11344.250 71003.73

0.346 -0.1 -0.035 60568 -2095.653 10 20956.53 20593.980 41550.51
-0.2  -0.069 -4191.306 41913.06 20231.432 62144.492
-0.3 -0.104 -6286.958 62869.58 19868.884 82738.464
-0.4 -0.138 -8382.611 83826.11 19506.336 103332.446
-0.5 -0.173 -10478.264 104782.64 19143.788 123926.428

0.494 -0.1  -0.049 60568  -2992.059 10 29920.59 29181.553 59102.143

-0.2  -0.099 -5984.118 59841.18 28442515 88283.695
-0.3  -0.148 -8976.178 89761.78 271703.476 117465.256
-0.4 -0.198 -11968.237 119682.37 26964.438 146646.808
-0.5  -0.247 -14960.296 149602.96 26225.399 175828.359

0643 -01 -0.064 60568 -3894.522 10 38945.22 37693.135 76638.355

-0.2 -0.129 -7789.045 77890.45 36441.046 114331.496

-0.3 -0.193 -11683.567 116835.67 35188.957 152024.627

-0.4 -0.257 -15578.090 155780.90 33936.868 189717.768

-0.5 -0.322 -19472.612 194726.12 32684.779 227410.899
v.d &

SJobE 2l Yol 2 o Sldidel e 224 9%
B4l ZUUThe Holth. dFRd e FRol§HAE] YAL ol §oES Hua e

rlo
2
M
lo,
19
i
-
i
lo,
P e
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o] QAT & WY BAFE 271 Zoln 2MASS GFENFAISI] H LRl
me pEu g, ARG E 5L 02 REe 2 Rolth oleid W g E e gy
449 HEFY WASIRIE oz R EoRd SEY B AR
& Rolnz FETY APNEOE BAL 7 U Aol 4E
1 seA7L ARee AR E) AN (3ENE + A
Aul)ol Aedthe A4S dulgthe Ao 22¢ Bast Yok B 270 29 ¢ %

2 A ok ARLEY AAsAe 45 AEINEA BE $9.8 BaY

10‘“

14
8)E

rN
N

B Aqe o] Fo] oekidd o3 Aua 9 HAH R Yl itk B3 1995
3 ARE 402 JoRgoz g ARYGE AA7HERS 71Qske AHA Y9

A (cost)H AFE 958 A 3 Uetde 24, 1o 89 AR (benefit) & 5
Aot} o8 FA3] dald e dLdEol dd FaudAd A% FRIL FAUH ol &
FR37171 olEigeng FaREEE Y 7HEst ol§ EEdte WHES S
o}.

2 A7 2fE thet o] sokdt

1) AEdES Fa2 st Ao =2 #x] A B WA oAtel Aubg
2ethe Aol A3 A 471 ofUth 8 AxslelA® Hge slsde & AHH
e B4 F9 sl tﬂ olopRefo] meh oAty AYAL Al & 2A Huz
9 ZoA o= FES FYsE AWAL FPshy] Ao YBHoz BHT ¢ Y
T AAE A7 7}~H°l itk AAte] EeAd e AeAH|AE F3ste Al o8] A
2 BriE 2R 279 A5t AYE 9A7E fle Rold, oled 7Hed Wil o
2 Qg ARGES A2/ARSES T wlF oSt 2@ A 3 A
) 3 4344(0.5, 1.0, 1.5, 2.0) W&
Edthe 7Me B9 sidasd. 449 3
34.56%, 49.42%, 64.27% Z JERgTh

2) oA 73 ¢ AANMANG L 2 #8%F Hadd 54 }71 faf FogtEwst -
0.1904 - 0.5/ 019 gre Zetia 43dn 747—}94 B L% aES 175 3ttt Slel
A F7tA o g ABlAEe] RFddhe & FA ¥lEE 1R %} B #ﬁ%* Z2&e 0.0359
A 0.1739) @< zte 2102 vepgth ofd mE J%FE FFpade o 20959 (F%
g5 - 0.1 9 Z9)AAM o 12 478 (F288 % - 0.5 o} A% Atel2 byt

3) Ho] ZAE R oz 19959k 2A8E /N u AT 20 F HAu vzE 12 &

2¥)AE] 37102 WY Qav oz A
$ 334 ¢ AWHAYsEe 22 19.70%,
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H44 © ool AMATA A 9Y-

A% drejos Ag AvAEY H&L 2% SUA(FLEHE - 0.1 9 AN 12
91449 (888 x - 0.59 2-H) =2 et Stk

4) 2¥|AE9 HYE FH| Y8 ALE FoF ALFA FEdhe 4, AR E
Z2%3le 98 72 2948 FYean. B8NS 2ete FYaY 3G B
ARE 19959 HAKAGA @7k “ZRle gl AAE 2 e 8HE 34 olgte Ba
A E ol gl FEAL o W J8SF § 9 e oFA Felerte meE e vig o2
A dehdz otk @A 89 gk Foke AL R 4 dojA T vne J|Ee R &
oz g/FFEEd 3} FAFHLE/ARYAE W2 o F VS AFE T e
Azte] A4 88 o] (.401489 Ao gEde Aol 0BT I TS B¢ &
SEEAo] 0.20182 A4 oFEYe] £He] 0RT & AoE FHHUY. TY ol
oorZ YR Bdut BAYE FPAo|BE 089 AAPE nEFTtH Rl U
& o Z Rolgke AL 44 AR & it g hedeE o847 Eo] FEEE g
2/3 A= ol2ttu 7MY (F § = 10) AFEHY] £HYE 78 23 Fe884n &
Aglol dokrelel £Hee xRl 2 Aoz BAHT. o EAARNN FEF AL ¢
FRg oz ol st v ERUE Helo| FavtEzd o wj$ A et
Ao},

5) ol&lg Azke kol AvAA HlAlE Gl PR AwAFel PPt
% oAl H)39 ooy (F HIARY 7teA) Bk Foud e Aolrt B A A
ojghs AMAE gAlEta St

glot e BMLe 2 7A B neAgE FEHAIL ve Aol 9oz ¥ B2
T2 ¥82 3tu Yrke A& Aok & Aot o] A7HRE A ved 2o

1) 9dede] A9E FH4E o 714 F8F ddHE) dv8eF dolnt. g EXelM =
a5 b e 7o) AUAA FaHolnz ofd R WHe e/} At § & 1
yel FUEY o AHSgd, WX s i Fedfd, IRAZ F nE Y 9 =%
T3 vlX e 9 Sl 8l EFH o JFFLE Ao|nR T .AEE YWY Y
He gndoz mobd & glg o vizad Hele A7/t g :4€ 4 2 A

2) 4R HES FHE | 7P F2F nHAEE Bde =94 gjole) £A7}
o= A= Uehd Alstoltt. ol Weld Aol A= B2 et ditAez A
A0l DS E o8 EAle dB T FEE A Aoz Bk AGgH e #d
3l ol& B3] FHsta BAo) WIAIE Aol Fone] AFAAY HAeln,
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