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The Business Council of Co-operatives and Mutuals (BCCM) welcomes the opportunity to make a 
submission to the Review of Pharmacy Remuneration and Regulation.  

Firms owned by, or governed to benefit, their members operate in every sector of the economy. 
This overlooked part of the economy provides goods and services for eight in ten Australians who 
are members of at least one co-operative or mutually owned business.1 Communities are 
increasingly turning to self-reliance and entrepreneurial responses to meet their needs. Mutual 
businesses offer direct solutions to local problems, both at home, and overseas. 

The collapse in commodities prices and the ongoing effects of the global financial crisis have 
brought home the need for a mixed economy as a countervailing balance to corporate 
monoculture. The current focus on the role of small business in the economy has been important 
in showing the economy to be composed of and strengthened by its diverse parts. A robust mutual 
sector helps provide diversity across the economy aiding economic resilience. 

The BCCM would welcome the opportunity to discuss any matter contained in this submission 
further should the committee so require.  

Business Council of Co-operatives and Mutuals 

30 September 2016 

About the Business Council of Co-operatives and Mutuals 

The BCCM is the peak cross-sector body for co-operatives, mutuals and member-owned 
businesses.2 Its purpose is to promote recognition of the important role of co-operative and mutual 
businesses in the economy and community development of Australia.  

The sector represented by the BCCM is significant to the Australian economy. Including member 
owned superannuation funds; the contribution of the sector to GDP in 2014/15 was 7 per cent3. 
Eight in 10 Australians are members of at least one co-operative or mutual business, and the 
sector represents a combined 14.8 million memberships.  

1 “Who knew Australians were so co-operative? The size and scope of mutually owned co-ops in Australia”, 
Institute Paper 10, The Australia Institute, Dennis, R. & Baker, D (2012) 
2 The BCCM unites the diverse range of co-operative and mutual businesses including grain handlers, dairy 
producers, motoring organisations, insurers, health funds, customer owned banks and retailers, purchasing 
and marketing groups, community housing providers and community health practices.  
3 “2014 National Mutual Economy Report”, Business Council of Co-operatives and Mutuals (2014) 
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This submission supports the submission of the Australian Friendly Societies Pharmacies 
Association (AFSPA). In particular, it supports the need to ensure level regulatory settings and 
policy environments to not impede the capacity of the Friendly Society sector to compete, innovate 
and grow. In the following, the terms “co-operative”, “mutual” and “friendly society” are at times 
used interchangeably. Where possible, the term “CME” (co-operative and mutual enterprise) will 
be utilised.  
 
The recent Senate Inquiry into co-operative, mutual and member-owned firms recognised the 
economic benefits unique to mutual enterprises in terms of cost effectiveness, increased 
competition and diversity, and its ability to create greater domestic employment in areas which 
benefit the community.4 
 
The Inquiry recognised that the scale of the sector in Australia and internationally is significant. 
14.8 million Australians (eight in ten) are member owners of some form of CME,5  and the 
combined turnover of these enterprises is approximately $25 billion. Their combined assets 
amount to $108 billion.6  
 
In doing so, the Inquiry made the following recommendations relevant to the Review: 
 
Recommendation 2 
The committee recommends that co-operative and mutuals sector be better represented in 
government policy discussions, and is actively promoted as a possible option for service delivery 
particularly where community based initiatives are being considered.   
 
Recommendation 3 
The committee recommends the Commonwealth Government work with states and territories to 
develop a program of supports to encourage the establishment of new co-operatives and mutual 
enterprises. 
 
Recommendation 7 
The committee recommends that the Commonwealth Government to work with all relevant 
stakeholders to undertake a program of education and training to inform them about the role of co-
operatives and mutuals. 
 
Recommendation 13 
The committee recommends that the Commonwealth Government liaise with its state and territory 
counterparts to ensure that the regulatory burden for small and medium sized co-operative and 
mutual enterprise aligns with the needs of these organisations and ensures they are not 
disadvantaged relative to companies of a similar size. 
 

First Recommendation: BCCM recommends that the Review follow the 
recommendations of the Senate Inquiry. In particular, the Friendly Society model ought 
to be actively promoted as an option for community pharmacy.   

 
Friendly Society pharmacies are an important part of a diverse and competitive pharmacy sector. 
Australia tends to duopolistic markets and recent inquiries have shown that concentration in 
ownership diminishes competition and choice. The recent Harper Review into competition policy 
held that “raising awareness of co-operatives” was of great importance in addressing issues of 

                                                        
4 Senate Economics References Committee, Parliament of Australia, Cooperative, mutual and member-
owned firms (2016) 9. 
5 The Australia Institute, Who knew Australians were so co-operative? The size and scope of mutually owned 
co-ops in Australia, 2012, Institute Paper 10, available at: 
http://www.tai.org.au/sites/defualt/files/IP%2010%20Who%20knew%20Australians%20were%20so%20co-
operative_4.pdf, (accessed 22 September 2016).  
6 Business Council of Co-operatives and Mutuals, ‘2014 National Mutual Economy Report, 2014’, available 
at: http://bccm.coop/wp/wp-content/uploads/2014/11/2014-NME-Report.pdf (accessed 22 September 2016) 
19. 



 

 

competition, consumer choice and diversity.7 In particular, CMEs were stated as playing a key role 
in helping small business thrive when faced with competition from large businesses.  
 
CMEs, it was understood, play an important role in meeting individual and community needs.8 With 
a commitment to social value, rather than shareholder value, CMEs offer a clear alternative to 
standard business ownership models. The focus is on people – as citizens and the users of 
human services – by placing them at the centre of service delivery.9  
 
In terms of pharmacies, if the sector tends towards a concentration of market power in the hands 
of investor-owned enterprises this would mean the loss of consumer high street choice and, in 
regional areas, an important anchor healthcare business. 
 
What are CMEs and why are they important to Australian society? 
 
CMEs are a successful self-help model of business used to address market failure by enabling 
smaller market participants, enterprises or individuals, to compete in markets that favour larger 
entrants. CMEs play an important “keystone” role that maintains the health of the business 
ecosystem, offering leadership for smaller businesses. By providing a strategic network for their 
small business members, CMEs offer stability, access to resources, information, markets and 
bargaining power derived from economies of scale; these benefits are not as readily available to 
small businesses operating independently. 
 
Research by Ernst & Young has found that co-operatives create substantial additional value for 
the local economy they are operating within compared to other corporate models. Money spent at 
a co-operative, it was found, is recycled in the community to create a resilient and thriving local 
economy: for every $1 dollar spent at a co-operative an additional 76c of value is created for the 
local economy.10 This is known as a ‘local multiplier effect’.11  
 
CMEs are built on principles of democracy, accountability, profit sharing and local ownership; ‘the 
board room is in town’. They typically scale and expand in open markets, but their member focus 
means that CMEs do not close up and relocate during a financial downturn, nor do they move 
production overseas to increase shareholder value.  
 
It is this accountability which means surplus stays in the local economy, rather than being 
siphoned off to shareholders. This makes CMEs a stable business model as well as an excellent 
mechanism for smoothing the business cycle and ensuring stable economies. This is due to their 
multi-stakeholder model and their ability to engage with their communities, ensuring ongoing 
community support for their ventures.12 
 
For instance, in the UK, following the GFC in 2008, investor owned companies required 
substantial state support in the form of bail-outs whilst mutual building societies weathered the 
crisis unscathed.13 
 
 
 

                                                        
7 Commonwealth Government, Harper et al. Competition Policy Review: Final Report, 2015 available at: 
http://competitionpolicyreview.gov.au/files/2015/03/Competition-policy-review-report_online.pdf, (accessed 22 
September 2016) 86.  
8 Ibid 248.   
9 Jonathan Bland (undated) The Potential for Greater Social value: Mutuals and social enterprises in public 
service markets. This essay was part of a collection of essays edited by Caroline Julian for ResPublica in a 
publication called “Making it Mutual: The ownership revolution that Britain needs”.  
10 Ernst & Young, 'Sticky Money - Recognising the total value created by Australian Co-operatives and 
Mutuals' (2014). 
11 Shuman, The Local Economy Solution (Chelsea Green Publishing, 2015) 35.  
12 Birchall Resiliance in a Downturn: The Power of Financial Co-operatives (International Labour Office, 
2013); and Birchall and Ketilson, Resilience of the Co-operative Business Model in Times of Crisis 
(International Labour Office, 2009).   
13 Mutuo, ‘Raising New Capital in Mutuals – Taking action in the UK’ (2013), viewed 4 April 2016, 
<http://www.mutuo.co.uk/wp-content/uploads/2013/11/Raising-New-Capital-in-Mutuals.pdf> 6; and Birchall 
and Ketilson, above note 9.   

http://competitionpolicyreview.gov.au/files/2015/03/Competition-policy-review-report_online.pdf


 

 

The Regulation of CMEs 
 
Despite the clear and impressive benefits they deliver, CMEs are forced to compete with one hand 
tied behind their back. As set out in the letter from AFSPA, this is mainly from the State and 
Territory based ownership rules.  
 
Unlike conventional firms, the CME is there to protect the interests of the niche players who are its 
members. It is a reason why the United States gave anti-trust exemptions to agricultural co-
operatives in the 1920s because they were not deemed to be predatory in nature and existed for 
both an economic and social purpose.14 
 
This should be kept in mind when assessing ownership rules for pharmacies. The Harper 
competition review recommended, against the advice of the Pharmacy Guild, that “current 
restrictions on ownership and location of pharmacies are not needed to ensure the quality of 
advice and care provided to patients”.15 The basis for this recommendation was that there was 
strong evidence that Friendly Society Pharmacy companies provide services no less ethically or 
professionally than do owner-pharmacists.16 BCCM submits, however, that this is due to the 
inherent service-based nature of Friendly Society Pharmacies and should not be used as evidence 
that other business models, such as investor-ownership, would act with the same ethics and 
professionalism as Friendly Societies do.  
 
State-based ownership rules are beyond the Terms of Reference of the Review. However, the 
discussion paper states that “these broader issues form the context of pharmacy in Australia and 
cannot be ignored by this Review”.17 
 

Second Recommendation: BCCM submits, therefore that the Review should consider 
measures to actively encourage States and Territories to relax ownership rules for 
Friendly Society pharmacies, but that it actively encourage ownership rules to be retained 
for other business types.  

 
This is supported by Senate Inquiry recommendation 3 that the Commonwealth Government work 
with states and territories to develop a program of supports to encourage the establishment of new 
CMEs. It also aligns with recommendation 13 that the regulatory burden for small and medium 
sized CMEs aligns with the needs of these organisations and ensures they are not disadvantaged 
relative to companies of a similar size. This is in addition to recommendation 2 which supports the 
active promotion of CMEs where community based initiatives are being considered.   
 
As set out in the letter from AFSPA, Friendly Societies are disadvantaged by state based 
ownership rules. Since they are already disadvantaged, this inquiry should not disadvantage the 
sector further. Indeed, as recommended by the Senate Inquiry, the Review should actively support 
the CME sector.  
 
A primary focus of this Review regards remuneration for community pharmacy (Term of Reference 
1) as well as remuneration in the broader supply chain (Term of Reference 3). The Terms of 
Reference document states that its recommendations will, in part, be directed at cost-effectiveness 
for Government and consumers. 
 

                                                        
14 Anderson, A. M. (1982). “Agricultural Cooperative Antitrust Exemption Fairdale Farms Inc. v. Yankee Milk 
Inc.” Cornell Law Review 67(2): 396-414. 
15 Commonwealth Government, Harper et al. Competition Policy Review: Final Report, 2015 available at: 
http://competitionpolicyreview.gov.au/files/2015/03/Competition-policy-review-report_online.pdf, (accessed 22 
September 2016) 190.  
16 Commonwealth Government, Harper et al. Competition Policy Review: Final Report, 2015 available at: 
http://competitionpolicyreview.gov.au/files/2015/03/Competition-policy-review-report_online.pdf, (accessed 22 
September 2016) 180.  
17 Commonwealth Government, Review of Pharmacy Remuneration and Regulation Discussion Paper 
(2016), available at: 
http://www.health.gov.au/internet/main/publishing.nsf/content/7E5846EB2D7BA299CA257F5C007C0E21/$Fil
e/Discussion%20Paper%20-%20Review%20of%20Pharmacy%20Remuneration%20and%20Regulation.pdf, 
(accessed 22 September 2016) 4.   

http://competitionpolicyreview.gov.au/files/2015/03/Competition-policy-review-report_online.pdf
http://competitionpolicyreview.gov.au/files/2015/03/Competition-policy-review-report_online.pdf
http://www.health.gov.au/internet/main/publishing.nsf/content/7E5846EB2D7BA299CA257F5C007C0E21/$File/Discussion%20Paper%20-%20Review%20of%20Pharmacy%20Remuneration%20and%20Regulation.pdf
http://www.health.gov.au/internet/main/publishing.nsf/content/7E5846EB2D7BA299CA257F5C007C0E21/$File/Discussion%20Paper%20-%20Review%20of%20Pharmacy%20Remuneration%20and%20Regulation.pdf


 

 

In assessing remuneration, the Government should not take a short-sighted view of cost-
effectiveness. As stated by AFSPA, the emergence of low-cost, low-service models offered by the 
discount pharmacy groups has meant that Friendly Societies are rarely the cheapest for local 
communities any longer. Nevertheless, they provide substantial value beyond mere short-term 
cost price. This is in terms of the substantial benefits to the wider economy (particularly local 
economies), as described above, but it is also in terms of the high standards of service delivery, 
care and the direct support for their local communities.  
 
It has also been shown that, in the long-term, CMEs require substantially fewer subsidies than 
investor-owned or government-owned enterprises.18 
 

Third Recommendation: When considering remuneration, the Review should consider 
the long-term cost savings in can achieve through Friendly Society pharmacies as well as 
the more intangible benefits they deliver to communities. The Review should even 
consider preferencing CMEs in terms of remuneration since this would effectively be an 
investment in community vitality and health which would pay-off in the long-term. 

 
This is supported by recommendation 2 of the Senate Inquiry, which supports the active promotion 
of CMEs where community based initiatives are being considered, and recommendation 3 which 
suggests the development of a program to encourage the establishment of new CMEs. 
 
The Review should also carefully consider any impacts on Friendly Society pharmacies of its 
recommendations regarding the regulation of pharmacies and pharmacy distribution, including the 
role of Pharmacy Location Rules, (Term of Reference 2), and its recommendations regarding 
accountability and regulation (Term of Reference 4).  
 
Reforming pharmacy location rules may have the effect of undermining Friendly Society 
pharmacies if it opens them up to inappropriate competition from the low-cost, low-service models 
offered by the discount pharmacy groups. This may have perverse social equity consequences, 
where those who don’t have ready access to information, or who may need greater attention paid 
to them for other reasons, will lose a needed service for the sake of marginally cheaper 
pharmaceutical products.   
 

Fourth Recommendation: The Review should carefully consider any impacts on Friendly 
Society pharmacies of its recommendations regarding location rules.  

 
Further, as stated by the Harper competition review, Friendly Society pharmacies provide no less 
ethical or professional services than do owner-pharmacists. This is due to their member-focussed 
business model. The Review should be careful to ensure that any recommendations it makes 
regarding regulation for the purpose of accountability takes into account Friendly Societies.  
 
Friendly Societies do not need significant regulation to keep them accountable in terms of high 
standards – their member-focussed business model is already effective in that regard. Further, as 
shown in the AFSPA letter, Friendly Society pharmacies operate on a small margin of 2.3% profit 
on average. Again, this is due to their member-focus, but it means that small increases in 
regulatory burden may have a large impact on business viability.  
 

Fifth Recommendation: The Review should be careful to ensure that any 
recommendations it makes regarding regulation for the purpose of accountability takes 
into account the member-focussed Friendly Society business model, and does not create 
a harmful regulatory burden.  

 
 
 

                                                        
18 Yadoo and Cruickshank, ‘The value of cooperatives in rural electrification’ (2010) 38:6 Energy Policy 2946. 




