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in order to buy cheaper pharmacy medications. 

 

• Over my thirty years working in health care, I have learned that the restriction on pharmacy 

location licence also gives the pharmacy owner an advantage when negotiating to lease commercial 

premises. Pharmacies are restricted and thus commercial shop owners will accept a lower rent rate 

for a pharmacy compared to an unrestricted business, for example a bakery. Pharmacies  are 

considered premium tenants who are less likely to cease trading from financial difficulties. It is not 

uncommon for landlords to pay for shop fit outs or offer a year long rent free period in order to 

attract a pharmacy business as a tenant. The unintended consequence of the current rules give 

pharmacy licence holders an advantage when renting commercial premises. 

 

• The rent in shopping centres is often double that of a similar sized free standing shops. 

(commercial shopping centre $600/m2 PA & medical centre $300/m2 PA) However the pharmacies 

can recoup this cost by charging more for most non PBS items.  Thus the increased cost is passed 

on to the general public who pay more for non PBS items. 

 

• Knowing that the pharmacy licence is restricted, an existing pharmacy business has 

virtually guaranteed income stream from the PBS. The pharmacy then seeks to supplement income 

by maximising sales of over the counter non PBS medications & goods. As shopping centres have 

more walk through traffic they are the preferred location for most metropolitan pharmacies. They 

are also considered to be the most profitable sites to locate a pharmacy. However the great majority 

of PBS scripts are written by doctors, dentists and specialists who do NOT work in shopping 

centres. So it is the general public who then have to travel from the doctor to the local shopping 

centre pharmacy in order to have drug prescriptions filled. Most PBS scripts are issued for chronic 

medical conditions which affect predominantly the elderly. Older and disabled Australians often 

live with mobility issues, they are restricted when walking any distance. A trip of a modest distance 

for elderly patients is often taken by car.  What would be the saving and convenience for patients if 

general practitioners and pharmacies were co-located? 

 

 

Benefits of integrated primary health care: 

  

Over the past 25 years primary health care providers such a GP medical centres  have increasingly 

co-located their services. The reasons for this trend are obvious: 

 

• It is convenient for the general public because they have a one stop shop, no extra travel is 

required. 

 

• The co-location arrangement fosters closer professional relationships between health care 

providers who as a result have more face to face meetings and work more as a team rather than 

individuals. This fulfils a trend in Australian health towards multidisciplinary care. 

 

• In general the overheads are cheaper for the average health care provider, because rooms 

and facilities are shared and are not influenced by the business model of  large commercial 

shopping centres. 

 

• It is particularly helpful for elderly & chronic disease care  because co-location fosters a 

more integrated seamless primary care health service via Enhance Primary Care Plans. 

 

• The previous Federal Government health policy position considered a co-location model 

was of  sufficient merit that it funded the construction of several primary health care clinics in areas 

of unmet need around Australia. 
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The current pharmacy location rules impair the delivery of comprehensive primary care: 

 

The current pharmacy location rules create a barrier for the provision of primary health services by 

allowing only the largest medical centres with over 8 full time doctors working over 70 hours per 

week to have a pharmacy while also insisting that the centre is at least 500 metres from the nearest 

pharmacy. 

 

This makes it extremely difficult if not impossible for existing established medical centres to 

expand and attract a co-located pharmacy unless the local pharmacy owner is  happy to move their 

existing pharmacy. It is virtually impossible to obtain a new pharmacy licence from Medicare. As 

stated earlier existing pharmacies prefer larger shopping centres because of increase non 

prescription good sales, they are reluctant to move to community medical centres. 

 

An existing pharmacy can expand and start a GP medical centre next door without any licences 

from Medicare.  However the reverse does not apply for existing medical centres wishing to 

expand  and start a PBS script dispensing pharmacy. 

 

If this type of restricted trade arrangement had been made by any other non government body the 

ACCC would investigate and fine associated parties for anti-competitive behaviour. 

 

Clearly the current arrangement of restricted pharmacy licences is designed to protect existing 

pharmacies from competition and discriminate against other health care providers who can offer a 

more convenient, more integrated and cost-effective service for the Australian public. 

 

Case example; Provision of primary care health services in Byford 6122 WA: 

 

I will now introduce you to my situation which I believe illustrates the unintended consequences of 

the current arrangement. 

 

I am a GP, the principal and owner of the Byford Medical Centre. I have been in general practice 

working in Byford for the past 30 years. Byford is located in the Serpentine Jarrahdale shire 

approximately 45 km south of Perth. Over this time period our shire has grown dramatically and so 

has our practice.  We have expanded our practice three times. We have grown to become an 8 

doctor practice with additional health services such as nursing staff, pathology collection, 

psychology, podiatry, physiotherapy, dietician etc. 

 

Our last expansion occurred mid 2015 when I built a additional premises to house our ancillary 

health staff and we also included a 190 m2 shop specifically designed to serve as a pharmacy. 

 

I specifically built the pharmacy for convenience for our patients. It was my intention to create a 

convenient, multidisciplinary health care hub for the residents of our community. 

 

I have approached several pharmacists to start a pharmacy business from our medical complex, 

they are all extremely interested and would be keen to take up a lease. However the current 

pharmacy location rules prevent them from obtaining a licence from the Department of Health at 

our location. 

 

The current rules state that in order for our medical centre complex to be eligible to get a pharmacy 

licence it must meet the following criteria: 

1. We must have 8 or more full time doctors consulting 38 hrs per week. 

2. We need to be at least 1/2 Km from the nearest existing pharmacy. 
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have an informal chat about the effects & unintended consequences of the pharmacy location rules 

which were endorsed by Sussan Ley, Minister for Health in June 2015. 

  

 

 

 

Yours faithfully, 

 

 

 

Dr Ivo Buters 

 

 




