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Abstract
We analyze the effects of bargaining power of a medical institution and a medical wholesaler in
pharmaceutical distribution on the transaction price. In situations where drug prices are not revised,
when medical institution has full bargaining power, pharmaceutical manufacturer earns high profit.
We analyze the current drug price system where new drug prices are revised in response to the
delivery price in previous period. We show that in a situation where revised drug prices decrease,
when medical wholesaler has full bargaining power, on the contrary, pharmaceutical manufacturer

earns high profit.
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