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Abstract

Pharmaceutical companies have argued on drug price with government for many
years. Under the background of new healthcare reform, the national government
issued more and sharper policies on drug price regulation, and the institutional
regulation has covered distribution, drug practice and terminal use. Based on this
situation, pharmaceutical companies have to change strategies in order to maintain
profit. This paper selected 2 local and 2 multi-national companies to dig for their
perception and responses to new drug price regulation on institutional dimension in
for case study, and then use public bidding data of Guangdong province from
2009-2012 to testify results get from last step.

Qualitative research is aim at to observe how pharmaceutical companies perceive
new drug price regulation and how they response to it in current days. After case
study we found that there are differences between local pharmaceutical companies
and multinational companies (MNCs) on perception to institutional change because of
great disparity in technology, quality and patent information of their products. In
addition, organizational behaviors can be divided into technology, marketing and
management level, and local companies hope to increase their capability through
mimetic. However, the homogenization is limited due to resource endowment. At last,
this research gave suggestions in order to increase negotiation capability.

Quantitative research testified the results given by qualitative research by
bidding data from Guangdong province from 2009-2012 and gets the similar
conclusion. With OLS regression, product type, ownership, change of price ceiling
and market share of last period had great impact on perception of pharmaceutical
companies to new drug price regulation. With panel regression, ownership, perception
to institution change, price ceiling change and market share of last period effect on
company responses apparently.

In conclusion, the diversity between local companies and MNCs on perception

and responses is due to quality, technology and patent information of product, and
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thus patent medicine can negotiate more than generics. Moreover, MNCs get alliance
through professional association which made them more choices and ability on

strategic behaviors.

Key Words: Pharmaceutical Company, Drug Price Regulation, Strategic,

Behaviors, New Institutional Theory
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