
 
 
 
 
 
 
 
 
 

 

 vii  

TABLE OF CONTENTS 

ACKNOWLEDGEMENTS ...........................................................................................................v 
 

TABLE OF CONTENTS.............................................................................................................vii 
 

LIST OF ABBREVIATIONS.......................................................................................................xiii 
 

1 INTRODUCTION....................................................................................................... 1 
 
1.1 Background of the research subject .................................................................... 1 
1.2 Problem definition................................................................................................. 4 
1.3 Research methodologies....................................................................................... 5 
1.4 Structure ................................................................................................................. 6 
 
2 AN ECONOMIC ANALYSIS OF THE REGULATION OF PROFESSIONS ....................... 9 
 
2.1 An introduction to the problems of (self-)regulation in the professions ....... 9 
 
2.2 Regulation as a correction for market failure: the public interest  

approach ............................................................................................................... 10 
2.2.1 Market failure ...................................................................................................... 10 
2.2.1.1 Market power....................................................................................................... 12 
2.2.1.2 Information problems ......................................................................................... 14 
2.2.1.3 Externalities.......................................................................................................... 17 
2.2.1.4 Public goods......................................................................................................... 19 
2.2.2 Liability versus regulation ................................................................................. 20 
2.2.2.1 Shavell’s criteria for liability and regulation ................................................... 20 
2.2.2.2 Liability versus regulation in the professions ................................................. 22 
 
2.3 The private interest approach............................................................................ 23 
 
 



Table of contents 

viii 

2.4 Regulatory instruments ...................................................................................... 27 
2.4.1 Information regulation ....................................................................................... 27 
2.4.2 Quality standards ................................................................................................ 29 
2.4.3 Licensing and certification ................................................................................. 32 
 
2.5 Self-regulation...................................................................................................... 35 
2.5.1 Entry regulation and conduct regulation......................................................... 35 
2.5.2 Public interest arguments in favour of self-regulation................................... 37 
2.5.3 Private interest arguments against self-regulation ......................................... 38 
2.5.4 Self-regulation: a summary of the literature.................................................... 39 
 
2.6 An evaluation of the economic theory.............................................................. 42 
 
2.7 Summary .............................................................................................................. 44 
 
3 THE PHARMACEUTICAL MARKET ......................................................................... 47 
 
3.1 Production, distribution and consumption of drugs...................................... 47 
3.1.1 Production ............................................................................................................ 49 
3.1.1.1 Categories of drugs ............................................................................................. 49 
3.1.1.2 Drug prices ........................................................................................................... 52 
3.1.2 Distribution .......................................................................................................... 53 
3.1.2.1 The wholesale channel........................................................................................ 53 
3.1.2.2 The retail channel ................................................................................................ 55 
3.1.2.3 Regulation of distribution margins................................................................... 57 
3.1.3 Consumption ....................................................................................................... 57 
 
3.2 The profession of pharmacist in the Netherlands and Belgium.................... 59 
3.2.1 Developments ...................................................................................................... 59 
3.2.2 The service of a pharmacist today..................................................................... 64 
 
3.3 Summary .............................................................................................................. 65 
 
APPENDIX CHAPTER 3: HEALTH INSURANCE....................................................................... 67 
 
A.3.1 Health insurance for pharmaceuticals in the Netherlands: an overview .... 67 
A.3.2 Financing and benefits under the Dutch health care system......................... 69 
A.3.2.1 Financing .............................................................................................................. 69 
A.3.2.2 Benefits.................................................................................................................. 70 
A.3.2.3 Drug Reimbursement System (GVS) ................................................................ 70 
A.3.3 Health insurance for pharmaceuticals in Belgium: an overview .................. 71 
A.3.4 Financing and benefits under the Belgian health care system ...................... 72 
A.3.4.1 Financing .............................................................................................................. 72 
A.3.4.2 Benefits.................................................................................................................. 72 



Table of contents 

ix 

4 THE REGULATION OF PHARMACISTS IN THE NETHERLANDS ............................. 75 
 
4.1 Professional code and rules of conduct ............................................................ 76 
4.2 Education.............................................................................................................. 77 
 
4.3 Registration and title protection........................................................................ 78 
4.3.1 The professional monopoly of a pharmacist ................................................... 78 
4.3.2 Registration .......................................................................................................... 79 
4.3.3 Title protection..................................................................................................... 80 
4.3.4 Registration with the KNMP ............................................................................. 81 
4.3.5 Summary .............................................................................................................. 81 
 
4.4 Establishment of pharmacies ............................................................................. 81 
4.4.1 The establishment policy of the KNMP............................................................ 81 
4.4.2 Contracts between pharmacists and health insurers...................................... 83 
4.4.3 Taking over of a pharmacy ................................................................................ 84 
4.4.4 Summary .............................................................................................................. 85 
 
4.5 Exercise of the profession................................................................................... 85 
4.5.1 Advertising for drugs ......................................................................................... 85 
4.5.2 Advertising for pharmacies ............................................................................... 86 
4.5.3 Design of the pharmacy...................................................................................... 87 
 
4.6 Prices and fees...................................................................................................... 87 
4.6.1 The price of drugs ............................................................................................... 88 
4.6.2 The pharmacist’s fee ........................................................................................... 90 
4.6.3 Summary .............................................................................................................. 93 
 
4.7 Recent developments .......................................................................................... 94 
4.7.1 Measures taken by the government.................................................................. 94 
4.7.2 The impact of the Competition Act on the pharmaceutical market ............. 95 
 
4.8 Summary .............................................................................................................. 97 
 
5 THE REGULATION OF PHARMACISTS IN BELGIUM .............................................. 99 
 
5.1 Professional code and rules of conduct ............................................................ 99 
 
5.2 Education............................................................................................................ 101 
 
5.3 Registration and title protection...................................................................... 102 
5.3.1 The professional monopoly of the pharmacist .............................................. 102 
5.3.2 Registration ........................................................................................................ 103 
5.3.3 Summary ............................................................................................................ 104 
 



Table of contents 

x 

5.4 Establishment of pharmacies ........................................................................... 104 
5.4.1 Supervision over the establishment of pharmacies ...................................... 104 
5.4.2 Supervision over the takeover price of pharmacies...................................... 105 
5.4.3 Summary ............................................................................................................ 106 
 
5.5 Exercise of the profession................................................................................. 106 
5.5.1 Advertising for drugs ....................................................................................... 106 
5.5.2 Advertising for pharmacies ............................................................................. 107 
5.5.3 Design of the pharmacy.................................................................................... 108 
 
5.6 Prices and fees.................................................................................................... 109 
5.6.1 The price of drugs ............................................................................................. 109 
5.6.2 Reimbursement for the pharmacist................................................................. 111 
5.6.3 Summary ............................................................................................................ 112 
 
5.7 Recent developments ........................................................................................ 112 
5.8 Summary ............................................................................................................ 113 
 
6 AN ECONOMIC ANALYSIS OF THE REGULATION IN THE NETHERLANDS  

AND BELGIUM ..................................................................................................... 115 
 
6.1 Differences and similarities in regulation ...................................................... 115 
 
6.2 A public interest analysis of the regulation on the pharmaceutical  

market ................................................................................................................. 119 
6.2.1 Entry regulation................................................................................................. 119 
6.2.2 Conduct regulation ........................................................................................... 121 
6.2.3 Conclusion.......................................................................................................... 123 
 
6.3 A private interest analysis of the regulation on the pharmaceutical  

market ................................................................................................................. 123 
6.3.1 Entry regulation................................................................................................. 123 
6.3.2 Conduct regulation ........................................................................................... 125 
6.3.3 Conclusion.......................................................................................................... 126 
 
6.4 Summary ............................................................................................................ 127 
 
7 AN EMPIRICAL AND COMPARATIVE ANALYSIS.................................................. 129 
 
7.1 How to measure rent seeking on the pharmaceutical market..................... 130 
7.2 The number of pharmacists ............................................................................. 131 
7.3 The income of pharmacists .............................................................................. 142 
7.4 Takeover regulation .......................................................................................... 147 
7.5 Case study 1: Boots............................................................................................ 150 
7.6 Case study 2: OPG............................................................................................. 153 



Table of contents 

xi 

7.7 Summary ............................................................................................................ 156 
 
8 CONCLUSIONS...................................................................................................... 159 
 
SAMENVATTING.................................................................................................................. 167 
 
BIBLIOGRAPHY .................................................................................................................... 179 
 
CURRICULUM VITAE............................................................................................................ 195 
 




