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Introduction

Credence Goods
...goods where the buyer can ascertain the utility they derived ex
post, but they cannot determine the value nor quality received is
what was needed ex ante

Adapted from Dulleck and Kerschbamer. (2006). On Doctors, Mechanics and Computer Specialists: The
Economics of Credence Goods. Journal of Economic Literature, 44(March), 5-42.
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Pharmacy Market Organisation



Primary Health Expenditure

Australian Institute of Health and Welfare (2014). Health expenditure Australia 2013-14: analysis by sector.
Technical Report 55, Australian Institute of Health and Welfare, Canberra.

Introduction 5



OTC Medication

� Core part of community pharmacy business

� Pharmacists and pharmacy retail assistants respond to
symptom based request (SBR) or direct product request
(DPR)

� Provide diagnosis-treatment, treatment may include referral

� High barriers to entry, restricted competition, price
pressures (squeeze on PBS and distribution margins),
vertical integration of supply chains and manufacturing
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Literature Review
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Credence Goods
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� Joint diagnosis and provision occurs

� Fraudulent activity detection prevented by high discovery
costs

� Specialisation of labour leads to informational
disadvantages

� Vertical specialisation, market organisation determined by
“search-cum-diagnosis” costs, negative search externalities
(Wolinsky, 1993)

Alger and Salanie (2006); Darby and Karni (1973); Dulleck and
Kerschbamer (2006); Dulleck et al. (2011); Emons (1997); Liu
(2011); Wolinsky (1993)

9



� Theoretical literature: informational/institutional conditions
that predict market interactions

� When are experts incentivised to exploit these conditions
(Dulleck et al, 2006); seller in
uence on buyer decisions
and supply-side fraudulent behaviour (Darby and Karni,
1973)

� Lab experiments: test market and institutional restrictions
(Dulleck et al, 2011)

10



Credence Goods as Field Experiments

11



Balafoutas et al. (2013)

� Market for taxi rides in Athens; controlling information flows

� GPS device to accurately record routes taken

� Framed treatments to look at perceptions - local knowledge
of tariff system, knowledge of city and customer’s incomes

� Overtreatment detected 5 times more than overcharging

� Income levels did not illicit different levels of fraud
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Schneider (2012)

� Pseudo-shopper in market for auto repairs

� Confirm liability condition in Dulleck and Kerschbamer
(2006)

� Reputational effects have no bearing on amount of efficient
treatment
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Jishnu Das et al. (2016)

� Stadardised-patient (SP) framework quality of care rural
primary health care in India

� Test whether patient outcomes under different institutional
conditions (private vs public clinics)

� Effort positively correlated with prices; no statistically
significant difference in rates of overtreatment
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Satyanarayana et al (2016)

� SP cross-sectional study in India for tuberculosis treatment
from pharmacists

� Speci�cally rates of inappropriate treatment under
uncertainty - microbial resistance and steroid misuse

� Case 1: presumptive tuberculosis through SBR (N=599)

� Case 2: microbiologically con�rmed tuberculosis (N=601)

� \Ideal management" determined through ethical and
therapeutic national guidelines from Government of India
and Indian Pharmceutical Association

� Higher rate of overtreatment or misuse in non-con�rmed
diagnoses; signi�cant e�ect on antibiotic and steroid
prescription conditional on referral behaviour
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Pharmaceutical Literature and Simulated
Patients (SPs)
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� Overtreatment and overuse is a pertinent problem

18



Methodology
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240 Pharmacy locations across SE Queensland
Scenario 1 - GORD & Scenario 2 - EHC

153 Pharmacy locations across SE Queensland
Scenario 3 - Infective Conjunctivitis
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� Ideal case management developed with Clinical Sciences
researchers and followed Therapeutic Guidelines, mainly:
Aust. Medicines Handbook & Therapeutic Guidelines
(ind. non-for-pro�t organisations to promote quality use of
medicines),PSA Guidance for the Provision of
Pharmacist Only Medicine

� Recruitment of Undergraduate Business Students to
minimise risk of identi�cation by pharmacy sta�

� Simulated Patient method necessary to integrity of results:
Hawthorne E�ect (Feltovich, 2011; Harrison and List, 2004;
Rhodes and Miller, 2012)

� Structured online questionnaire immediately after visit
� 86% completion rate
� Phase 1: November 23 { December 12 2016
� Phase 2: September 1 - October 11 2017
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What Stop Go Protocol for patient interactions

https://www.psa.org.au/download/standards/s2s3-standards.pdfMethodology 23



Questions that may be asked during patient interactions

*mostly relevant for Scenario 2
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Scenario 1 - GORD

Possible treatments
� Antacid

� H2 receptor antagonist

� Proton Pump Inhibitor (PPI)
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