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Abstract
Traditional Chinese Medicine (TCM) has a rich history and is widely used in Taiwan. As Taiwan’s aging population grows, demand for medicines that will meet their particular needs are in high demand. TCM appeals to elder people by its superior effect in treating chronic diseases that plague this age group and with significantly fewer side effects than its Western counterparts. Since 2002, the Taiwanese government has aimed to spend $1.5 billion dollars over the next five years to build up and modernize its TCM industry. This modernization process will lead the pharmaceutical industry of Taiwan to prosperity, but it will cause research results to be protected under intellectual property rights and thus change the status of TCM from dietary supplement to prescription drugs. This will raise the price for TCM significantly and may lead to welfare reduction among the elder members of the society. TCM is currently covered by the National Health Insurance (NHI) and a price hike will surely contribute to heavier financial burden on the already financially-tight NHI. This paper explores the trade-off between local industry growth and the welfare of the elders in getting their essential medicines. 
