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Analysis on essential medicines policy with new institutional economics
WANG Qiang, CHEN Wen
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[ Abstract] Based on the theories of contract, rent dissipation and transaction costs in new institutional econom-
ics, the paper analyzed the supply and demand mechanism of the problems for essential medicines policy and revealed
the routtine causes in economics, regarding the physician as the dominator of the interest group of physician, hospital
and pharmaceutical, concluded that due to the restraint to the price of physician service, the rent of physician dissipa-
ted, relative stakeholders seek rent through drug selling, and physicians induced consumption of high price pharmaceu-
ticals to compensate the service rent, then increased transaction costs and caused above problems. Finally, the paper
raised the targeted strategies to solve the problems by lowering the rent, using the market mechanism such as insurance
pre-payment, selling more pharmaceuticals through drugstores, regulation of prescription, and so on.
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