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Research of Supervisory and Restraining Mechanism for Essential Drugs Manufacturers
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ABSTRACT OBJECTIVE: To provide policy recommendation for the government to supervise the behavior of essential drugs

manufacturers. METHODS: The supervision model of government to enterprise was established. The optimal probability of the su-

pervisions and inspections by the government and the best probability of illegal producing by the manufacturers would be identified.

RESULTS: Government and manufacturers would reach the Nash equilibrium. The government should supervise the manufacturers

with the probability of Py (7 was net yield of normal production; y was increased income by reducing cost; ¢ was punish-
TryTe

ment because of no production or low-quality essential medicine), and the manufacturers may produce essential drugs out of the

contract with the probability of (¢ was cost of government supervision; [] was enterprise produce qualified essential
T

<
+p—e+]]

drugs on contract to create profit for government; e was the cost of the friction). CONCLUSION: The manufacturers should suffer

more penalties for not complying with the production contracts. The government should not lower the prices of the essential drugs

excessively. The efficiency of supervision and inspection should be increased to reduce the cost of supervisions. The manufacturers

who will produce essential drugs legally should be provided policy supports.
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