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Jower prices. This would merely increase the monopoly power of the large firms
in those few markets where price competition exists, and would therefore in-
crease that part of the profits of the large firms which constitute monopoly re-
turns. The obvious remedy is to provide adequate inspection. Food and Drug
Administration Commissioner Larrick testified at the hearings that adequate
ethical drugs inspection could be obtained'at a cost of an additional $3,418,000.4
Tor the 22 largest firms in the industry in 1958, net profits before taxes
amounted to $562 million.”® A simple computation may throw some light on the
nature of the alternative. A reduction of net profits before taxes of $7.121 million
would cut federal income tax receipts by 52 percent of this amount, or by $3.705
million. The net gain would therefore be the $7.121 million saved by drug cus-
tomers, less the $3.703 million lost in tax receipts, or the needed $3.418 million.
If adequate drug inspection could establish confidence in lower priced drugs to
the extent that the resulting competition would lower major drug firm prices
and profits by as little as 1.27 percent before taxes, the savings realized would
pay for the expanded enforcement program. To this, the substantial benefits ob-
tained by the elimination of inferior drugs must be added.

Nowhere is the policy of fostering imperfection of market information so much
in evidence as in the controversy surrounding the issue of prescription by brand
name instead of by generic name. Drug advertisements must, according to law,
mention the appropriate generic name, but the generic name is universally given
in much less prominent type face,*® and is'sometimes concealed by its appearance
in an unlikely place in the advertising copy, or else is suppressed in favor of the
full and formidable chemical nomenclature. These generic names d¢ not lend
themselves to practical use. Drug makers are free to designate the generic name
for any new compound they market, and generally do so in such a way as to
insure minimum use of the generic name in favor of the brand name.” To take
a single example from among thousands, the compound with the brand name
“Darvon” is burdened with the generic name dextropropophyphene hydrochle-
ride® Dr. Frederick H. Meyers of the University of California epitomized the
predicament of the medical profession by commenting that “. . . unless these
generic names are disciplined, the United States Pharmacopoeia will eventually
become the dictionary of a nonsense language.” >

Such generic names are at the very .least inappropriate, since the generic
name need serve no other purpose than .simple identification of the compound.
The definitive and adequately descriptive name is the chemical name, which is
a verbal summary of the molecular structure, and which may considerably ex-
ceed in length even the most prolix examples of generic names. The generic
name is usually merely an essentially unenlightening encunibrance, useless to
chemist, pharmacist, and physician alike. An interesting contrast is provided
by the procedure for designating new names for insecticides. Rules exist which
require that names be short, distinctive, easily spelled, and in conformity with
accepted scientifie usage.® No such rules exist in the case of pharmaceutical
preparations for human use. ‘

The efforts made to suppress the use of generic names have been very effective.
Medical schools teach doctors to prescribe by generic name.”™ In practice, physi-
cians have proved vulnerable to the usual advertising appeals, and about 8S per-
cent of all prescriptions are written in terms of brand names.® By this means,
88 percent of the prescription market is'removed from the sphere of price com-
petition. |
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