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Pharmacy and the Private Hospital 
Sector 

This submission sets how appropriate reform might best ensure that the unique 
capabilities of hospital based pharmacy in the private hospital sector is best utilised to 
the benefit of consumers, particularly those with complex pharmaceutical requirements 
and those at high risk of medication related complications. 

The Pharmacy Review has noted that the hospital sector (both public and private) 
accounts for about a fifth of annual Pharmaceutical Benefits Scheme (PBS) expenditure 
(1).  Pharmacy services in the private hospital sector are provided by Section 90 and 
Section 94 pharmacies. 

The private hospital sector treats 4.17 million patients each year.  The case-mix of 
patients receiving care in the private hospital sector is diverse and complex.  The private 
sector is responsible for  

 40% of chemotherapy separations 

 60% of all surgery including 75% of eye procedures, half of all heart surgeries and 
70% of surgery on the brain, spine and nerves  

 43% of separations involving patients over 65 years of age (2). 

Private psychiatric hospitals treat more than 36,000 individuals every year and provide 
the majority of hospital admissions for depression and affective disorders (3). 

An estimated 2-3% of all hospital admissions involve reactions to medicine or related 
adverse events (4).  Many patients are already taking one or more medications prior to 
their admission with the result that hospital based pharmacists play a crucial role in 
preventing and resolving medication related complications.   

Pharmacy services provided within the private hospital sector are often specialised in 
nature. For example fewer than sixty pharmacies supply 80 per cent of chemotherapy 
infusions funded under the Pharmaceutical Benefits Scheme (PBS).  The National Centre 
for Social and Economic Modelling (NATSEM) has estimated that 30% pharmaceutical 
expenditure in hospitals relates to cancer and immunosuppressant therapies and another 
20% relates to systemic anti-infection drugs (5). 

Many patients with chronic conditions such as cancer, coronary heart disease, stroke, 
depression, chronic kidney disease, diabetes, arthritis, osteoporosis, asthma and chronic 
obstructive pulmonary disease have ongoing relationships with private hospitals and the 
specialists responsible for their care.  These relationships are complementary to 
relationships in the primary healthcare sector.  Such patients visit private hospital campuses 
frequently either as admitted patients or to attend consultations at adjacent specialist 
rooms or to undergo diagnostic tests. 
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Throughout this submission, the questions posed in the Review’s discussion paper have 
been grouped against the following issues: 
 

 Pharmacy Remuneration for Dispensing 

 Pharmacy Remuneration for Dispensing – High Cost Drugs 

 Pharmacy Remuneration for Dispensing – Professional Programs and Services 

 Chemotherapy 

 Hospital Based Pharmacy 

 Wholesaling, Logistics and Distribution Arrangements 

 Accountability and Regulation 

 Consumer Experience 
 
Relevant questions posed by the Review are listed at the beginning of each section. 
 
In addition this submission has specifically outlined two issues of particular concern to the 
private hospital sector: 
 

 Section 94 Pharmacies, and 

 Community Dispensing. 
 
In summary this submission argues that current remuneration and regulation measures no 
longer appropriately support the provision of pharmacy services within the private hospital 
sector.  The current regulations and remuneration arrangements mean that that services 
are cross-subsidised by other hospital activities.  They also significantly inhibit innovations 
that could improve the level of service available to consumers, particularly consumers at 
high risk of medication related adverse events.   
 

About the APHA  

The Australian Private Health Association is the principle peak industry body for the 
Australian private hospital sector.  The Association represents 70 percent of the overnight 
hospital sector and around half of the day hospital sector.  
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Pharmacy Remuneration for 
Dispensing 

4: Should Government funding take into account the business model of the 
pharmacy when determining remuneration, recognising that some businesses 
receive significant revenue from retail activities? 
 
15: Is the ‘swings and roundabouts’ approach to remunerating pharmacists for 
dispensing appropriate?  Does it lead to undesirable incentives? 
 
16: Should dispensing fee remuneration more closely reflect the level of effort in 
each individual encounter through having tiered rates according to the complexity of 
the encounter? For example, should dispensing fees paid to pharmacists differ 
between initial and repeat scripts? 
 
17: Are the current fees and charges associated with the dispensing of medicine 
appropriate? In particular, do they provide appropriate remuneration for 
community pharmacists?  Do they provide appropriate incentives for community 
pharmacists to provide the professional services, such as the provision of medicine 
advice, associated with dispensing? 

 
The APHA recognises that there are currently a variety of business models in 
operation.  The APHA sees this variety as a strength in as much as it can promote 
innovation in the interests of consumers.  For the benefit to consumers to be realised, 
it is important that government funding recognise the contingencies within which 
services must operate in order to meet consumer needs. 

With regard to remuneration, any cost models adopted must ensure that viable quality 
services can be delivered in: 

 regional and rural locations 

 both high and low volume services  

 services providing highly specialised drugs and high cost drugs, particularly 
where this account for a large percentage of their service 

 services with high number of consumers with complex needs or at high risk of 
medication related misadventure 

 services where 24/7 dispensing or extended hours dispensing is required 

 services where the clinical input provided by the pharmacist is high level in 
order to ensure the safe and efficient use of prescription use of medications. 

 the regulatory environment within which the pharmacy service operates.  For 
example, hospital based pharmacies must operate in accordance with the 
National Safety and Quality Healthcare Service Standards (6).  
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If different funding models are designed for different types of service, it is essential 
that these models be tested and validated.  The current funding models for both 
Section 90 and Section 94 fail to take accurate account of the nature of hospital based 
services.   

Current remuneration models incentivise dispensing volumes whereas alternative 
models are needed that should incentivise the provision of professional services and 
interventions to reduce the risk of drug-related complications and admission/ 
readmission to hospital.   

The value of existing mark-ups and remuneration models for both Section 90 and 94 
pharmacies operating within or supporting the private hospital sector has been 
substantially eroded as a result of the successful implementation of price disclosure.  
The APHA is supportive of price disclosure as a means of maximising patient access to 
drugs through the PBS.  At the same time it is essential that the role of pharmacists in 
preparing and dispensing PBS medications, providing patient information and 
providing expert clinical advice is appropriately remunerated.  Current remuneration 
levels mean that private hospitals cross-subsidise pharmacy services.   

Pharmacy remuneration for dispensing needs to take account of the clinical role of the 
pharmacies in ensure the quality use of medications.  In this respect, the APHA 
supports the principle that fee remuneration more closely reflect the level of effort in 
each individual encounter.  A number of criteria might be applied to identify those 
consumers more likely to require a high level of services: 

 Use of high risk medications 

 Poly-pharmacy 

 Presence of particular diagnoses 

 Recent hospitalisation  

 Factors hindering compliance.  

The circumstances in which greater input from a pharmacist is required are not always 
easy to anticipate.  For example, an adverse reaction to a drug can sometimes manifest 
even though the consumer has been using the medication for some time.  It is 
therefore too simplistic to assume that repeat prescriptions will necessarily be more 
straight-forward than initial prescriptions. 

Pharmacy remuneration for dispensing should promote competition and enable 
innovation in the provision of services that meet consumer need, particularly for 
consumers with high and complex health needs including consumers who have 
recently accessed hospital services.  Specifically, hospital based pharmacies, both 
Section 90 and Section 94 should not be precluded from programs designed to 
promote such innovations. 
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Pharmacy Remuneration for 
Dispensing – High Cost Drugs 

22: Should the timeframes for payment settlements for very high costs medicines be 
lengthened through-out the supply chain and mandated by Government? 
 
23: Are there better ways of achieved patient access to very high costs medicines 
through community pharmacy that reduce the financial risks to the supply chain and 
facilitate consumer choice? 
 
24: Given that very high cost drugs are likely to become more common on the PBS, 
should this remuneration structure for hospitals change to more closely reflect the 
remuneration structure of community pharmacy? 

 
A high proportion of the drugs dispensed by hospital based pharmacies are high cost.  
As a result the investment in working capital is proportionally higher than in 
community pharmacies.  Even with the release of some high-cost drugs such as those 
recently approved for the treatment of hepatitis – the volume and expenditure of high 
cost drugs is still substantially different in the hospital sector.  Hospitals are also 
obliged to hold stocks of rarely used but nevertheless highly expensive drugs and to 
provide specialised storage facilities and risk management arrangements to ensure 
that these drugs are on hand when required. 
 
It is essential to ensure that the risks involved in providing high cost drugs are shared 
appropriately.  Government has a role in mandating expectations of the supply chain 
as a whole. 
 
As noted previously the distinction between hospital and non-hospital funding models 
has never been validated.  Hospitals operating under both Section 90 and 94 
requirements experience challenges for the reasons outlined above. 
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Pharmacy Remuneration for 
Dispensing – Professional Programs 
and Services 

25: As medicine specialists, what are the professional programs and services that 
pharmacists should or could be providing to consumers in order to best serve the 
consumers?   
 
28:  More generally, is there a need for new business models in pharmacy?  If so, 
what would such a model look like and how would it lead to better health 
outcomes? 
 
29:  Is it appropriate that the PBS links the remuneration for the provision of 
professional advice to the sale of medicines? 
 
30:  Would it be preferable when a medicine is dispensed if advice given to 
consumers is remunerated separately; for example through a MBS payment?  Would 
this be likely to increase the value consumers place on this advice? 
 
31:  If an MBS payment for professional pharmacy advice was introduced, what level 
of service should be provided?  Should the level of payment be linked to the 
complexity of particular medicines?  Should it be linked to particular patient groups 
with higher health needs? 
 
32:  What are appropriate ways for pharmacies to identify and supply the health 
services most needed by their local communities? 
 
34:  How should government design the provision and remuneration of new 
programs that are offered through community pharmacy to ensure robust provision, 
value for taxpayers and appropriate supply for patients in need?  For instance, 
should all patients be entitled to an annual HMR?  Should HMRs be linked to a 
health event, such as following hospital discharge?  Should they only occur following 
referral from a medical practitioner? 
 
38:  If particular health services were deemed to be of clinical value and delivered 
good patient outcomes, what other mechanisms could allow these programs to be 
disseminated around the country to relevant communities and groups on an 
affordable basis? 
 
40:  What pharmacy services should be fully or partially PBS funded and what is best 
left to market of jurisdiction demands? 
 
41:  What does innovation look like in community pharmacy?  Is there sufficient 
scope and reward for innovation embedded in the current remuneration model?  
How could this be achieved? 
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Pharmacy remuneration should recognise the role of the pharmacist in providing 
cognitive services and the impact of these services on the safe and efficient dispensing 
of PBS medications.  These services include: 

 Medication reviews 

 Advice to prescribers 

 Education of consumers 

The issue of medication review is one that deserves particularly attention and 
appropriate remuneration. Given that the need for Home Medication Reviews (HMRs) 
is likely to arise in a variety of circumstances, it stands to reason that policy settings 
should support a range of service models including the provision of HMRs by hospital 
based pharmacies.  Hospital based pharmacists provide a number of unique benefits to 
the provision of such services; benefits that would contribute to patient safety and 
savings to the PBS.  These benefits include: 

 Continuity of care for patients newly discharged from hospital as they move 
through a period of high risk or medication mishap and/or hospital 
readmission. 

 Provision of specific areas of expertise associated with patients at high risk of 
readmission 

 Provision of specific areas of expertise associated with hospital acquired 
complications and other specialised pharmacological complications that would 
not necessarily arise in community based practice. 

 Expertise in the use of specialised antibiotics and associated issues 

 In some locations, hospital based pharmacies would be able to provide 
expertise related to the case mix of a particular hospital, for example 
psychiatry. 

Hospital based pharmacies also have the advantage of ready access to relevant 
hospital medical records, established relationships with clinical care teams responsible 
for in-patient care and hence the capacity to provide pharmacological advice taking 
account of the patients clinical history including recent hospital admissions.  

A fee for service model can be difficult for government manage without clear eligibility 
criteria.  Fee for service provides a simple mechanism although it can lead to uneven 
distribution of services.  Other mechanisms such as those being trialled for application 
to the provision care for people living with chronic conditions should also be 
considered.  

Eligibility for HMRs should be linked to clinical criteria and HMRs should be provided 
by the pharmacy service best able to meet the needs and preferences of the individual 
consumer.  In some instances the consumer may wish to receive this service from a 
community based pharmacist in other instances the consumer may wish to receive the 
service from a hospital based pharmacist particularly if they were recently hospitalised 
and/or have an ongoing relationship with a particular facility. 
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The case for funding such services through the PBS is based on the potential for such 
services to achieve savings for the PBS and ensure the safe, efficient and appropriate 
use of PBS drugs. 

The APHA makes no comment regarding suggestions that the Medicare Benefits 
Schedule could be expanded to fund services provided by pharmacists.  
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Chemotherapy 

133:  It is the panel’s understanding that the additional $20 payable for infusions 
compounded by TGA licensed compounders is remuneration for the cost of gaining 
and holding the TGA licence.  Should the PBS provide additional remuneration for 
compounders that meet TGA licensing requirements? 
 
134:  It is unclear to the Panel that there is any therapeutic difference between 
chemotherapy medicines provided by TGA licenced compounders and non-TGA 
licensed compounders.  Is there any therapeutic difference, if so, what are they?  If 
there are no therapeutic differences, should the payment of chemotherapy 
compounding be the same regardless of whether the provider is TGA licensed?  If 
there are therapeutic differences, why should the Government continue to subsidise 
sub-optimal medicine? 
 
135:  Are the two compounding fees ($60 for TGA licensed, $40 for non-TGA 
licensed) reflecting a supply guarantee? 
 
136:  If it is appropriate to have differential payments for chemotherapy 
compounders, what is the best way for those payments to be made?  What should 
form the basis of the different of the payment? 
 
137:  Are the levels of these fees sufficient to ensure long term viability of 
compounding services? 
 
138:  Should non-TGA licensed public hospitals be allowed to provide chemotherapy 
compounding services to other public and private hospitals? 
 
139:  Chemotherapy patients benefit from the ability of local chemotherapy 
manufacturing facilities to provide more timely medications to patients locally.  
These facilities generally do not hold a TGA licence.  Is there a need for additional 
standards for non-TGA licensed compounders? 
 
140:  Are there other issues with the production and delivery of chemotherapy 
medicines which the Panel Should be aware of? 

 
Since the Federal Government’s decision to continue ‘interim’ arrangements for the 
administration for chemotherapy funding, private hospitals have generally reported 
that these arrangements are working smoothly.  Under these arrangements $40 is paid 
directly to the dispensing pharmacists and the additional $20 is paid to the 
compounder where relevant.  There have been many changes in recent years to 
funding arrangements for chemotherapy and the APHA is of the view a period of 
stability would be beneficial. 
 
TGA licencing requirements have been established with reference to the requirements 
of off-site compounding and manufacturing environments including requirements that 
are not relevant to onsite-hospital compounding.  To the extent that TGA licencing 
entails additional specific requirements, it is entirely appropriate that these be 
recognised   
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However the APHA does not agree with the contention that chemotherapy medicines 
provided by non-TGA licensed compounders are ‘sub-optimal’.  On the contrary there 
are some circumstances when the shelf-life of the prepared infusion and clinical 
requirements are such that on-site compounding is the only option.  
 
Flag-ship cancer treatment hospitals, some of which do all or most of their 
compounding in-house, provide a number of valuable qualities: 

 capacity to treat complex cases with minimal wastage 

 capacity to provide drugs with a short shelf-life 

 capacity to support trials and research.  
 
If PBS funding for in-house compounding services are not viable and compounding is 
outsourced, then the capacity provided by these flag-ship hospitals will also 
be impacted. 
 
It is not necessarily viable for such services to obtain TGA licensing for the following 
reasons: 

 TGA licensing is likely to be prohibitively expensive for hospitals which currently 
compound in-house. 

 Some requirements eg space, may be un-achievable for existing services 
without building new facilities. 

 
It is therefore essential that non-TGA licensed compounding also remain viable.   
 
Regarding the issue of whether there is need for additional standards for non-TGA 
licensed compounders, the Review should note that where compounding is 
undertaken within hospitals, these pharmacies are already subject to stringent quality 
and safety requirements.  If additional standards are deemed to be required, it is 
essential that these be subject to a regulatory impact assessment and cost-benefit 
analysis.  It would also be essential that the costs of meeting any additional regulatory 
requirements be factored into remuneration models. 
 
During consultations in 2015/16 concerns were raised regarding the sustainability of 
services to regional areas not serviced by TGA licensed compounders and services 
where the number of infusions is relatively low hence not offering the economies of 
scale available to larger organisations.  This issue remains of concern and so far as the 
APHA is aware, it has yet to be adequately analysed. 

Regulation 

7:  Should the CPA be limited to dispensing and professional programs provided by 
community pharmacy only?  If so, how can contestability and effectiveness be 
ensured in professional programs?  If not, why not? 
 
8:  Is it appropriate that the Government continues to negotiate formal 
remuneration agreements with the Guild on behalf of, or to the exclusion of, other 
parties involved in the production, distribution and dispensing of medicines?  If so, 
why?  If not, why not, and which other parties should be involved?  Is there currently 
an appropriate partnership with these other parties, including consumers? 
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The APHA is of the strong view that the Community Pharmacy Agreement should not 
be limited to dispensing and professional programs provided by community pharmacy 
only.  Indeed the Sixth Pharmacy Agreement, by including clauses that directly 
impacting dispensing and professional services provided by compounding pharmacies 
and hospital based pharmacies, did not confine itself to these issues.  The exclusion of 
hospitals for negotiation of the Sixth Pharmacy Agreement been detrimental in a 
number of key respects: 

 poor design of measures directly impacting hospital pharmacy services, eg new 
arrangements for chemotherapy funding which proved difficult for both 
government and pharmacies to implement 

 a narrow approach to innovation within the sector, and  

 a lack of opportunity to constructively address the needs of consumers as they 
move between care settings. 

 
As has been mentioned already in this submission, hospital based pharmacies have 
expertise and capacities that are relevant to consumers in the community, particularly 
those with chronic and complex conditions at high risk of unplanned readmission to 
hospital.  It therefore makes sense that the processes used by Government to 
determine funding arrangements involve engagement with all stakeholders and 
consumers. 
 

42:  Would the removal of the location rules within the retention of the current state 
ownership rules for pharmacies increase or decrease access and affordability for 
pharmaceuticals to the public? 

 
For the purpose of this submission, the APHA has confined its comments to the direct 
impact of the location rules on hospital based pharmacy.   Current location rules allow 
for a Section 90 pharmacy where:   

 The proposed premises are in a large private hospital. 

 There are no approved premises in the large private hospital. 

 The hospital authority for the large private hospital is not approved under 
section 94 of the Act. 

 
However the definition of a ‘large private hospital’ is unnecessarily prescriptive: 
 

“large private hospital means a private hospital that can admit at least 150 patients 
at any one time in accordance with the private hospital’s license or registration 
under the law of the State or Territory in which the private hospital is located.”(7) 

 
Of the more than 300 overnight private hospitals in Australia, less than 60 would meet 
this criteria.  This definition ignores the fact that: 

 increasing trends toward day admissions mean that relatively small facilities (in 
terms of beds) may never the less have high volumes of admissions even 
though patients are not necessarily admitted at the same time, and 

 the size of a facility is not necessarily an indicator of demand for specialised 
pharmacy services. 

 
Location rules should be relaxed to allow the establishment of hospital based 
pharmacies at smaller facilities. Restrictions on hospital based pharmacies with regard 
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to the provision of services to consumers who are not admitted patients should also be 
removed. 
 
Data disclosed in the Review of Pharmacy Remuneration and Regulation Discussion 
Paper shows that Private Hospital (Section 90) pharmacies account for 11% of Section 
100 Benefits (1).  Most of the 34% of Section 100 benefits associated with Community 
Pharmacy would in fact be associated with Section 94 pharmacies servicing the private 
hospital sector.  This distribution in indicative of the artificial distinctions reinforced by 
current regulatory arrangements.  
 
It is essential to provide the opportunity for section 94 licences to be converted to 
section 90 licences in order to enable services to develop and expand in response to 
consumer need. 
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Hospital Based Pharmacy 

54:  Could hospital pharmacies complement medicine dispensing and related 
services currently provided through community pharmacy or other public and 
private hospital pharmacies? 
 
55:  If pharmacies operating out of private hospitals were required to operate 24-
hours a day, would this be beneficial for consumer access?  Would it be viable or 
economical for private hospitals to provide this service? 
 
56:  How might broadening the services provided by hospital pharmacies improve 
consumer access in rural and regional Australia? 
 
57:  If hospital pharmacies were able to complement the services provided by 
community pharmacy, should all pharmacies be able to access similar purchasing 
arrangements? 
 
58:  Should hospitals be able to open dispensing pharmacies in the community:  
Should hospital be able to contract with specific community pharmacies?  Under 
these arrangements, should community pharmacies be able to access medicines 
through hospital supply arrangements? 
 
59:  Should hospital pharmacies be able to establish limited dispensing 
arrangements, either in-pharmacy or through a delivery of mail order services, to 
enable post-discharge services and continuity of care to patients in the community 
setting?  
 
60:  Could dispensing arrangements by hospital pharmacies to patients be extended 
to the broader community complement access to medicines through community 
pharmacy? 
 
61:  What other opportunities are there for public and private hospital pharmacies in 
securing supply options for greater access to PBS subsidised medicines? 

 
Extension of the capacity of hospital based pharmacies to dispense to consumers in 
the community would significantly complement the services provided by community 
based pharmacies in the following ways: 

 provision of continuity of care to patients exiting hospital and/or recently 
hospitalised, and 

 provision of expert advice relating to highly specialised areas of pharmacy more 
commonly encountered within a hospital environment. 

 
The rationale for such a change is to: 

 improve services for patients at high risk of readmission 

 maximise effective utilisation of the infrastructure and expertise embodied in 
hospital based pharmacies to the best possible effect in providing consumer 
choice and patient centred care, and  

 allow members of the public visiting private hospital health campuses timely 
and efficient access to pharmacy services.   
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This change would also deliver quality and safety benefits to consumers by providing 
them the opportunity to access specialised pharmacy advice.  Consumers moving 
between hospital admissions and community based treatment would have access to 
continuity of care from pharmacists familiar with interventions or complications that 
may have arisen during their admission.  In some instances, hospital-based pharmacies 
could also supplement the services provided by emergency departments by providing 
prompt dispensing of prescriptions; particularly when services are required outside of 
normal business hours. 

We see hospital-based pharmacists have being able to offer the following benefits: 

 Patients recently hospitalised would have access to care and advice from 
pharmacists familiar with medication issues that may have arisen during their 
admission.  

 Those visiting the private hospital campus to receive ongoing care eg visiting a 
specialist or participating in a day-program would have access to continuity in 
pharmaceutical advice. 

 Hospital-based pharmacists are able to offer particular expertise in the 
management of patients receiving specialised pharmaceutical treatments such 
as chemotherapy. 

 Hospital-based pharmacies can provide timely and efficient access to 
specialised high-cost drugs less commonly stocked in the community setting. 

 Hospital-based pharmacies could improve post-discharge compliance with 
prescriptions by ensuring that patients had the opportunity to obtain the 
necessary medications supplies and advice, both related and unrelated to their 
admission, as they leave the health campus, or revisit for follow-up 
consultations.   

Some hospital based pharmacies would be able to offer extended hours access but this 
would depend on the nature of the facility and circumstances in which the pharmacy 
service was operating.  It would not be desirable to mandate that hospital based 
pharmacies provide extended hours of service to consumers in the community. 
 
In some regional locations, the private hospital pharmacy might be the only pharmacy 
in that location.  Hence the ability of that hospital based pharmacy to dispense to 
members of the public (a service precluded under current arrangements) would 
increase access to PBS medicines.  A change in current regulations could also enable 
the provision of access to Quality Use of Medicines (QUM) activities in such locations. 
 
 

This proposal would also strengthen the viability of hospital based pharmacies by: 

 maximising the utilisation of the clinical expertise held by hospital based 
pharmacists 

 offering more job challenges and career satisfaction for pharmacists and staff 
working in hospital based pharmacies, and 

 enabling hospital based pharmacies to receive revenue by responding to an 
existing need which they are currently obliged to turn away. 
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The proposal that hospital pharmacies be to provide mail order services, to enable 
post-discharge services and continuity of care to patients in the community setting is 
not a proposal that has been investigated in detail by the APHA.  To the extent that 
such a service could be provided safely and funded appropriately, it should be 
supported in the interests of supporting patient centred care however, the APHA’s 
preference would be that existing regulations be sufficiently relaxed to enable a range 
of innovative service models to be developed.  
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Wholesaling, Logistics and 
Distribution Arrangements 

76: Should s100 and RPBS items be included in normal wholesale arrangements and 
in the CSO? If so, why?  If no, how do the current arrangements support consumer 
access to all PBS and RPBS items? 

 
The current approach to CPA negotiations excludes key stakeholders including 
wholesalers and private hospitals.  As a result hospitals and hospital based pharmacies 
have no opportunity to outline the implications or to influence the terms of the 
agreement even though these terms directly impact market place behaviours. 
 
Exclusion of these parties from the negotiations also means that challenges that are 
specific to the hospital pharmacy supply chain remain unaddressed.  It is of particular 
concern that hospitals are price-takers in negotiations with wholesalers and 
distributors with the result that in many instances hospitals are forced to pay 
wholesalers in excess of the relevant PBS listed price without any recourse to resolve 
this threat to the sustainability of hospital pharmacy services.  
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Accountability and Regulation 

90:  Are there any other regulatory arrangements that should be introduced to 
promote high standards of delivery and accountability amongst pharmacies, 
wholesalers, manufacturers and other entities receiving funding under the PBS? 
 
91:  Are there any existing regulatory arrangements that are unnecessary or overly 
burdensome. 
 
92:  What data is already available in pharmacy and other parts of the health system 
that could be used to inform the monitoring and assessment of standards of delivery 
and health outcomes?  How might a patient's existing MyHealth Record be used to 
support this? 
 
93:  Is there a role of pharmacists to work with patients and other health 
professionals, possibly relating to individual medicines or specific conditions, to 
better create the data to analyse the health outcomes for that particular patient or 
group of patients, including through the use of a patient's existing MyHealth Record. 
 
94:  If this data collection and analysis is desirable, would funding be needed from 
Government or from another source?  If so what would be the avenue for such 
funding? 
 

 

Regulation of Pharmacy Within the Private Hospital Sector 

The APHA would be keen to ensure that the regulatory requirements of different 
government bodies and levels of government are harmonised and duplication is 
avoided where-ever possible.  In addition to complying with the national requirements 
for pharmacy licencing and dispensing of drugs under the PBS, pharmacies in the 
private hospital sector are also subject to regulation and requirements arising from 
hospital licencing requirements:   

 All private hospitals and day surgeries must be licenced by the jurisdiction 
within which they operate and obtain a provider number from the 
Commonwealth. 

 Hospitals are required to be independently accredited against the National 
Safety and Quality Health Service Standards which include Standard Four – 
Medication Safety (6).   

 
In additional pharmacy services are also obliged to comply with various State 
regulations relating to the administration of management of poisons and ownership of 
pharmacy services. 
 
The National Safety and Quality Health Service Standards include a number of specific 
implications for pharmacy practice in the private hospital sector.  The Standards set 
out specific criteria for assessment against each Standard and detail both core and 
developmental actions that should be undertaken.  The Standards of greatest 
relevance to pharmacy are: 
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 Standard 3 – Preventing and Controlling Healthcare Associated Infections 

 Standard 4 – Medication Safety 
 
In addition two overarching standards provide a framework for assessing all aspects of 
a facility including pharmacy: 

 Standard 1 – Governance for Safety and Quality in Health Service Organisation 

 Standard 2 Partnering with Consumers 
 
Moreover the National Standards include extensive requirements to not only 
implement best clinical practice but perform detailed audits of practice.  Standard 3, 
Preventing and Controlling Healthcare Associated Infections includes the following 
criteria: 

 Governance and systems for infection prevention, control and surveillance 

 Infection prevention and control strategies 

 Managing patients with infections or colonisations 

 Antimicrobial steward ship 

 Cleaning, disinfection and sterilisation, and 

 Communicating with patients and carers. 
 
Standard 4, Medication Safety includes: 

 Governance and systems for medication safety 

 Documentation of patient information 

 Medication management processes 

 Continuity of medication management, and 

 Communicating with patients and carers (6). 
 
As previously discussed, TGA licensing requirements for compounding while 
appropriate for compounders providing services in a 'manufacturing' environment, are 
excessive for pharmacies providing on-site compounding within a hospital 
environment.  
 

Data Collection and Analysis 

Pharmacy related issues are already included on two national reporting frameworks.  
“Medication error leading to the death of a patient reasonably believed to be due to 
incorrect administration of drugs” recognised as an item on the Australian Sentinel 
Event List.   Data against this list is reported in the Productivity Commission’s annual 
Report on Government Services.  The Australian Commission on Safety and Quality in 
Health Care (ACSQHC) has also identified several specifically medication related 
complications in its list of ‘Hospital acquired complications’ for which ‘clinical risk 
mitigation strategies may reduce (but not necessarily eliminate) the risk of that 
complication occurring)’.  These complications are: 

 Drug related respiratory complications/depression 

 Haemorrhagic disorder due to circulating anticoagulants, and 

 Hypoglycaemia (8)   
 
While the focus of these measures is broader than the pharmacy service or dispensing 
it is important that any PBS specific measures take account of accountability and 
reporting frameworks that area already in place. 
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Greater use could be made of administrative data collected through the PBS to 
monitor performance and the effectiveness and efficiency of the Scheme overall 
particularly with respect to the reduction of wastage and misuse of medications.  
However, the use, matching and analysis of data must be conducted in a manner 
which protects personal data and commercially sensitive information.  Data and results 
should not be released in a manner that would identify individual consumers, 
businesses or clinicians.  
 
Across the health sector there is increasing interest in the collection of clinical 
outcomes data.  While a focus on patient outcomes is important for the sector as a 
whole, the collection of outcomes measures is costly for individual health service 
providers.  It will also be essential for government to provide financial support for data 
collection and the development of platforms that efficiently integrate data generated 
by administrative systems.  
 

Clinical Registries 

The APHA is of the view that all data collection for the purpose of clinical registries and 
external quality monitoring should be fully funded.  It is also essential that such data 
be available to hospitals and pharmacies for internal monitoring purposes. 
 

MyHealth Record 

Pharmacists are an essential part of the clinical team, therefore it is essential that they 
are included in processes to identify health outcomes.   
 
The APHA reserves judgement as to whether MyHealth Record could be used to 
provide data suitable for the assessment of standards of delivery.   Whether MyHealth 
Record would provide an appropriate basis for the collection of outcome data would 
depend on the extent to which such data could be structured and consistently 
codified.  
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Consumer Experience 

Hospitals currently experience that consumers seek: 

 continuity of care and consistency of advice.  

 convenient access to pharmacy services including extended hours access, and  

 access to pharmacy services that are proximate to other health services 
including hospital emergency departments and specialist clinics. 

Current regulations constrain private hospitals from responding to these demands 
effectively. 

12: Do current arrangements under the 6CPA lead to the appropriate creation and 
distribution of information relating to the use of medicines? If so, how and why?  If 
so, how and why?  If not, why not and how could the distribution of this information 
be improved? 
 
100:  What are the minimum services that consumer expect (and should receive) at 
the time of dispensing?  Do these differ between initial and repeat 
prescriptions?  Are these services being provided by all pharmacies? 
 
103: Are there currently some programs that are viewed as additional to dispensing 
which should be included a part of the service provided by a pharmacist when a 
prescription medicine is dispensed (for example a medicines check or review)?  If so, 
how should pharmacists be remunerated for providing these services? Should 
services be included each time a prescription is filled, or should 'initial' and 'repeat' 
prescription dispensing involve different services? 
 
104:  Is there a variation in service standards between different pharmacy models? 
 
106:  How do we measure the level of service provided by the pharmacy? 
 
113: Are the current restrictions on the sale of schedule 2 and 3 medicines on 
appropriate balance between access and health and safety for consumers?  If not, 
how could this balance be improved? 
 
124:  it is reasonable for consumers to expect access to medicines outside of 
standard business hours? If so, why?  What arrangements could be made to improve 
consumer access? 
 
126: Does more need to be done to encourage greater access to medicines and 
professional services through the expansion of existing rural and remote programs? 
 
127:  Is it reasonable for consumes to expect that all community pharmacies provide 
these specialist services?  If so, why? If not, why not? 

Medication information 

Information is provided by pharmacists to consumers in a variety of ways including in 
writing and verbally.  Sometimes the interaction may be complex involving education 
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and specific attention to a consumer’s questions or concerns.  In as much as current 
remuneration arrangements reward maximisation of volume, they discourage 
investment of the additional time required for such activities. 
 
The National Safety and Quality Health Service Standards include a number of specific 
requirements: 

 The clinical workforce provides patients with patient specific medicine 
information, including medication treatment options, benefits and associated 
risks. 

 Information that is designed for distribution to patients is readily available to 
the clinical workforce. 

 An agreed medication management plan is documented and available in the 
patient’s clinical record. 

 Information on medicines is provided to patient and carers in a format that is 
understood and meaningful. 

 Action is taken in response to patient feedback to improve medicines 
information distributed by the health service organisation to patients (6). 

 
It is important that the role of the pharmacist, as a key member of the clinical team, in 
fulfilling the requirements listed above is appropriately recognised and remunerated. 
 

Schedule 2 and 3 

Restrictions regarding Schedule 2 and 3 drugs should be retained to ensure the health 
and safety of consumers.  This distinction is particularly important in light of the need 
to ensure that consumers are provided with appropriate information in relation to 
these drugs and in relation to potential interactions with other medications.  
 

Out of hours services 

Some hospital based pharmacies have expressed interest in providing services out of 
normal business hours.   Many hospitals operate on a 24/7 basis with the result that in 
addition to the need to maintain services to in-patients there is also a significant 
population of hospital employees, independent health service providers and 
visiting  members of the public for whom access to extended hours of service would be 
advantageous.  
 
The availability of dispensing services on an extended hours basis would be beneficial 
to patients visiting emergency services, consultation rooms and out-patient services 
and to family, visitors and hospital staff who might otherwise find it difficult to obtain 
timely access to pharmacy services. 

Not all hospital based pharmacies would be in a position to easily provide extended 
hours services to members of the public, consequently it should not be mandatory that 
hospital based pharmacies dispensing to the public be required to do so on an 
extended hours basis. 

To the extent that specific programs are required, these should be available through 
hospital pharmacies as well as community based pharmacies.  This would be in the 
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best interests of consumers by increasing the range of options available to consumers 
to access continuity of care, convenience (especially for those who frequently visit 
hospital campuses, emergency departments and neighbouring health facilities) and 
access to appropriate expertise.   
 

Regional Services 

In some regional locations, hospital based pharmacies are the only pharmacy service 
available, they could therefore play a major role in efficiently and effectively improving 
access to pharmacy services, if they were permitted to extend their role and provide 
services to the general public. 
 

Specialist Services 

It is not reasonable to expect that all pharmacies will provide the same level, range or 
type of services.  The capacity for any given pharmacy to provide such services will 
depend not only of its capacity to support a viable business model, it will also be 
dependent upon the availability of appropriately qualified and experienced staff.  A 
service which frequently deals with the provision of specialised drugs or with patients 
with specialised requirements will thereby have the capacity to assemble and retain 
relevant expertise. 
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Section 94 Pharmacies 

Changes to the PBS remuneration model for Section 94 pharmacies effective from  
1 October 2010 resulted in a significant reduction in trading terms.  The rationale for 
the funding model applied for Section 94 pharmacies has never, to APHA’s knowledge 
been documented or validated.  APHA contends that the distinction between Section 
90 and Section 94 provisions has: 

 prevented innovation – eg services that would provide continuity of care of 
consumers frequently visiting hospital campuses and adjacent clinics as either 
in-patients or out-patients 

 forced hospitals to rely on complex business structures and ‘work arounds’ to 
meet service requirements, and 

 forced hospitals to cross subsidise in-house pharmacy services. 
 
The current funding model for Section 94 pharmacies is no longer sustainable.  The 
value of this remuneration has been eroded substantial as result of price disclosure. 
 
Unlike public hospital pharmacy departments which receive substantial operational 
budgets from State Governments, the clinical activities that are provided to patients, 
medical staff and allied health staff by Section 94 private hospital pharmacy operations 
are self-funded by the modest margins that are generated from dispensing activities. 

Historically the trading term benefits and associated discounts received from suppliers 
from some off-patent drugs have helped to cross subsidise many of the clinical services 
that need to be provided in private hospitals.  In addition these trading terms have 
assisted cross subsidisation of the supply of other expensive drugs (including many 
modern chemotherapy drugs and targeted therapies) which are dispensed and 
supplied at a loss. 

 Most Section 94 pharmacy providers need to maintain substantial stockholdings which 
expose the operations to stock obsolescence and expiry risks in order to ensure that 
the appropriate range of stock is maintained to meet the needs of the facilities. The 
current reimbursement arrangements are neither commercial nor reflective of the 
operational risk that rest with the pharmacy operators to ensure that drugs are 
stocked and available for immediate use within the facilities. 
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Community Dispensing 

If community dispensing were to be permitted through hospital based pharmacies, it is 
proposed that all Section 94 approved private hospital pharmacy services and hospital 
based Section 90 services would be eligible to offer community access.   

To provide community access services, the private hospital would need to ensure that 
the dispensary: 

 is always operating under the supervision of a registered pharmacist-in-charge 

 is directly accessible to the public off the street or through a major publicly-
accessible portal inside the hospital door, particularly the main foyer or 
reception area 

 contains a professional services area as well as a dispensing space, and 

 complies with any relevant State or Territory legislation applying to the setup 
and layout of a pharmacy accessible to the public, including safe and secure 
storage of poisons and Schedule 8 medicines. 

It might also be appropriate to ensure that “front of shop” products and services 
typical of community pharmacies might be limited to S2 and S3 medicines and some 
medical support items, such as bandages and dressings. 

Hours of community access operation 

APHA’s preference would be for community access hours to be unregulated, and at the 
discretion at the hospital management, taking into account the viability of fully-staffed 
dispensary operations, especially outside standard hours. 

In public interest terms, extending consumer choices for out-of-hours pharmacy 
services is one of the most compelling parts of the proposal, ie:  

 after 7pm and before 7am on weekdays and Saturday mornings  

 after 2pm on Saturday afternoons, and 

 all day Sundays. 

In circumstances were a hospital based pharmacy is already servicing a facility on an 
extended hours basis it would not necessarily require targeted incentives or subsidies 
to be open for community access.   

Contracting in Section 94 dispensary operators 

To maximise contestability and innovation, there should be no restrictions on 
contracting in external pharmacy providers to provide internal and community access 
dispensing services from a section 94-approved private hospital. 

This would be conditional on the private hospital operator (at corporate as well as the 
local level) having overall responsibility and accountability for the quality and safety of 
professional services provided in and through the dispensary on their premises. 
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