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Abstract An MRA is considered to be an important policy tool within the WTO for overcoming technical barriers
to trade. A number of studies on the economic impact of MRAs have demonstrated their positive economic effects.
However, no studies have been conducted on MRAs in the pharmaceutical industry since analysis has been limited
to industries as a whole or certain industries where some data were accumulated. Therefore, this paper analyzed the
economic impact of MRAs for GMP inspection exemption in the pharmaceutical industry through the Conditional
Valuation Method (CVM), a valuation technique for non-market goods. Pharmaceutical companies were asked whether
or not they were willing to pay for the Korea-EFTA MRA through double-bounded dichotomous choice (DBDC)
questions. The final WTP was estimated using the utility difference model developed by Hanemann (1984). As a
result, annual economic effects on the pharmaceutical industry were estimated to be between KRW7.03 billion to
KRW15.8 billion.
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Table 2. Variable definition and Descriptive statistics

Variable

Description

Mean

SALES

Firm sale as of end of 2016
(Continuous variable), Unit:
KRW100 m, Log-scaled

2,746

Firm continuity as of the 2nd half
2017 (Continuous variable), Unit:
year

SCALE

Firm size (Categorical variable)
Small and Medium Enterprise=1,
High Potential Enterprise=2, Major
Enterprise=3

1.74

TRADE

Trade or schedule to trade with
EU/EFTA (Categorical variable)
Ongoing=1 (36.9%), Scheduled to
trade=2  (27.7%), Nothing=3
(35.4%)

MANYEAR

Annual workforce to take full charge
of GMP (Continuous variable), Unit:
person

17.11

ECON_EFFECT

Long-term economic effect of MRA
that each firm expects
Negative effect=1, Zero=2, Under
KRWO0.1 bn=3, KRWO0.1~1 bn=4,
KRWI1~5 bn=5, KRW5~10 bn=6,
Over KRW10 bn=7, Etc=38

4.05

BID

50, 100, 150, 200, Unit: KRWO.1 m,
Log-scaled

15.66
(6,324,870)

RECOGNITION

Firm’s understanding level of MRA
Ignorance=1, Do not know well=2,
Somewhat=3, Know well=4

1.72

DOM_COST

Financial cost of domestic GMP
Inspection per case, Unit: KRW

22,777,778

FGN_COST

Financial cost of foreign GMP
Inspection per case, Unit: KRW

45,411,765

PROSNCONS

Firm’s opinion about making an

Opposition=1, Not necessary=2,
Make it if possible=3, Necessary=4

395

o
=l

N
o

Z(Sales)> ¥
=9 7t 2
NE A B Gort F AR oS B

AF(Year)= B 1602 A9 7|+ 1974 %
FH A4 12008 #7197 2ARl Felsgink
TFE(Scale)w= 27193 FA7190] 923%= o
S 2A gk EU %5 EFTA9Y] w3 2 4
(Trade)s  Ttetatr] s @A sk
(Ongoing)%}, dA= WIS
& A g 7-9(Scheduled), L
o] AFE §lE HE9Nop=
36.9%, 35.4%% &5 £F L
o] 7b& wokth Azt GMP

=
2
il
o
:<I)1::
)
>
A,

4
%0
L

NN T

-z

=
18
i Ho o Hr z2 z2 I ol

,,
o o

ol
o
fd
0
~
ge o
B
o
=)
O

15
H
l

gro g

ich
fd
)
2
=
12
b

n B
)
N
N)

9
~
~
S

jinss
o
ofy

it o
4 jﬁ
o my

i1
>~
>
=
i
jins
[
rlr
re
L)

2
2
«
8
o
o,
=y
=
)
)
A
o)
oS
ot
e
o ¥
ko
H
—
2 K

_,d
X2
rir

109] o] AAA aI(SH H 4.05)7
2 ZAEAY 3 A S
MRAC 3] W8] R2A} S0l Ao
&t 1.72) ole % 7Idol & #
U SRk I EY A 7]1sh
7194 39 GMPAAY] 29H
w9, S9)E 4,541 Qo
= H]go] R Fh MRAE 7153 4
b AT 2.93) 3 Feld = 9d9ich

N
.

> flo
imrzi

rlr L W
CrEsE
KT

ol
)
oo
rlo
Hy
=
N

U
:<|)1:4"
to
4
e
o
fo
:?L_”
F>
i,

o,
Y rE
_>|“_’4
M,
ol
rlr
W o
9,

Ao oisteE 719l wiE(Sales), £ (Year)
71371 E(Scale), w3} B Al E(Trade), A7+
Y(Manyear), 7199] o’ AA L3N Econ_eff) W
2ol ¥3tale] om, mjE(Sales), EEI5(Year)S} 7]
AT E(Scale)= AES B8 2AR s AA 7Y
ARl vuste] i A o] & HiRo R 9kbA
CVMe] Z&Apo|nE s Faf WIPE F438te 242
g AR BgS oy 2ol AAs

RiNt |

I Pr ( Yeslbid, sales,year, scale, trade, manyear,econ_effect)

! Pr (Nolbid, sales,year, scale, trade, manyear, econ_effect)

= B,+ Blog(sales) + Byyear+ Byscale + B trade
+ Bsmanyear+ Bgecon_ef fect + 3,bid

o] 2388 Ed|2 Hanemann(1984,1991)0] #| |5
Log Likelihood gt Soislate &S R9| DCchoice



B AFE &= EA A19A A5B, 2018

packageS AM&-8ko] FA3FATH23,25-26]. FHE 58
zpo|mE o] 2x|AH 3|7|HA 0] Av= Table 33 2t}

Table 3. Logistic regression result

Model Coefficient Std. Error P-value

log(Sales) 0.0418 0.1520 0.78

Year -0.0020 0.0109 0.86

Scale -0.2964 0.4416 0.50

TradeOng 0.5059 0.5456 0.35

TradeSch 1.4855 0.6453 0.021*

MANYEAR -0.0030 0.0088 0.73

Econ_eff -0.0212 0.1225 0.86

log(Bid) -1.0687 0.1941 0.00%%*

Intercept 5.2213 1.3492 0.00%**

* p < 0.05, % p < 0.0l *** p < 0.00
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Table 4. Result of annual economic effect estimation

(Unit: KRW)

. Lower bound Upper bound

Estimates (586 firms) (1,041 firms)
Median WTP

(15,599,700) 9,141,424,200 16,239,287,700

Truncated mean WTP
(19,760,530]) 11,579,670,580 20,570,711,730
X 76.92%(Positive response rate) =
Total economic effect on 7,031,864,769 12,491,759,769
the pharmaceutical
Industry 8,907,438,908 15,823,624,408
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