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Public Health Crisis Model Structure Failure-to-Supply Penalties

Within the past 10 years, shortages of prescription drugs have reached
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With a penalty of $3.89, the manufacturer selects to add an additional

Shortages impose large costs on the US healthcare system and can have supplier, and the expected fraction short drops to 0.05. The annual profit
major effects on patient care.3 Results decreases 39% vs. baseline.

With a penalty of $11.10, the manufacturer selects to hold two months of
safety stock. The expected fraction short is 0.02, and the expected annual
profit declines 66% vs. baseline.

* Annual cost of substitute drugs and extra inventory: ~$200 million Regulations
* Annual hospital labor cost to manage shortages: >$200 million
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