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Wholesalers 

 

 The retail pharmacy industry (RPI) consists of many moving parts but I will use the terms RPI 
for pharmacy owners and the Guild 

 The RPI like to claim that they provide this great system which allows drugs to be distributed 
to all Australians within tight time frames and that they are the key players in providing this 
access and "value" 

 In my view this is nonsense.  The real parties providing the value in the supply chain are the 
wholesalers and the government.  By and large retail pharmacies are just outlets. 

 It is the wholesalers that carry the real load and provide the distribution network (I accept 
that Chemist Warehouse Group (CWG) is now doing this) and they do it very well. 

 The remuneration that wholesalers receive is poor and the CSO is really a bandaid to stop 
them from going broke. 

 In my view, it is illogical to prohibit wholesalers from owning retail pharmacies as this 
vertical integration would benefit their profitability and the supply chain. 

 However, wholesalers have been too frightened to push this proposal for fear that their 
retail pharmacy clients would abandon them (which they would) because retail pharmacists 
think they have the God-given right to be the only ones to own pharmacy. 

 However, as I will touch on later, many pharmacist are now accessing money from outside of 
the RPI in order to grow their networks and there is no logical reason why wholesalers ought 
not to own retail pharmacies.  Already, they provide most of the intelligent solutions to the 
industry through their banner groups so why not let them go the whole way and have a 
retail presence also. 

 The current system is not viable.  If it is to persist, why not let there be a merger to at least 
improve their prospects of being viable 

 

Ownership 

 

 The RPI (with the Guild as their champion) likes to purport that the ownership of pharmacy 
should only be in the hands of qualified  pharmacists.  They claim this as necessary to 
protect the sanctity and professionalism of the pharmacy.  I find this a very flawed 
argument. 

 They claim that putting ownership in the hands of non-pharmacists risks the professionalism 
of pharmacy, which of course is nonsense.  Surely, provided the business is owned by a 
responsible person or entity with professional pharmacists doing the dispensing is all that 
matters; just as with dental practices, medical centres and private hospitals. 

 Although the RPI likes to talk up the importance of having retail pharmacy ONLY owned by 
pharmacists, their argument is undermined by the fact that many owners (including Guild 
members) haven't been in the dispensary for 25 years and probably know little more than 
the layman about current dispensing practice and drugs. 

 If the Guild's argument is to carry weight then each pharmacist ought to only own 1 
pharmacy (i.e. the one they work in and manage). 

 Why this magic number of 5 per state.  With such numbers there is no personal oversight by 
the owner and I believe their argument is completely undermined. 

 Through my career I have seen many structures (and they are now getting more extreme) 
that allow ownership by individuals, or at least beneficial ownership, of more than 50-60 
pharmacies. 

 The use of hybrid trusts and unit trusts has made this easier.  It's now a common structure to 
have one pharmacist as owner but sitting below him/her is a bundle of trusts for individuals 
that have a beneficial interest in the pharmacy even though superficially, the store is only 
owned by one person.   
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 The Guild and the pharmacy Boards know what is hapopening but do not seek to look below 
the surface for fear of opening pandora's box 

 Indeed, prominent Guild members have been as guilty as anyone for abusing the letter and 
spirit of the law 

 The result of these structures is a high concentration of pharmacy in the hands of a 
few.  This is completely wrong.  If this system is allowed to persist, why not therefore let 
other parties (wholesalers, drug companies, supermarkets) come in.  I suspect they would 
do it better anyway. 

 Alternatively, if it is to remain a cottage industry, make it tight and allow ONLY one 
pharmacy each (i.e. the one you work in). 

 As it is, pharmacies are too expensive (because of the lack of real competition) and young 
people find it almost impossible to get into ownership. 

 This increased disillusionment is causing many to abandon the industry 
 The extent of the structures is such that I'm now seeing accountants, brokers and others 

have back-door ownership stakes in pharmacy. 
 It appears that there are 2 camps in retail pharmacy.  Those that still think of the RPI being 

for them only (i.e. protect the sanctity of it) and those who give lip service to that, but really 
are positioning themselves for some form of deregulation so that they can sell a block of 
pharmacies at a high multiple down the track. 

 This is a conflict in the industry  
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Location Rules 

 

 Although they are intended to promote and broaden access, I think they only serve to 
protect vested interests and the status quo?  If people can only own one pharmacy (i.e. the 
one they manage) why not let them open wherever they want? 

 The rules and the limitation on pharmacy numbers seem to be based on a view that more 
pharmacies equal a higher PBS cost to the Government which I think is unproven.  They also 
supposedly increase competition which is also not backed up by the evidence.  I think they 
inhibit competition.  

 If there wasn't the obstacle and cost to open or buy a pharmacy one could be quite certain 
that there would be a wide spread of retail pharmacies, even in remote locations. 

 Under this scenario the supply would go where the need and opportunity is. 
 Yes, there would be a cluster of pharmacy in certain locations but I think there would be a 

very broad spread also - more in fact than is currently the case. 
 The idea of location rules is supposed to be about spreading the pharmacies out and 

ensuring access.  This clearly does not work. 
 The committee has already talked in public fora about the lack of real competition.  
 In fact, the clear aim of most pharmacy groups is to try and get a regional domination so that 

they can then either consolidate pharmacies to reduce costs (e.g. buy the only 2 pharmacies 
in a town and then close one to reduce costs) or because of the lack of competition push up 
prices to the detriment of consumers.  This practice is quite common.. 

 There is real competition in some places but often not in rural settings. 
 The location rules are complex, illogical and ought to be scrapped or overhauled.  However, I 

think this can only be done in the context of a change in ownership also because the two are 
mutually dependent. 

 Over the last 16 years I have seen numerous situations where a PBS number for an approved 
pharmacy was either sold out or relocated to another location and then, under the rules, the 
owners applied for, and got, a replacement PBS number which was again sold.  I'm aware of 
3 "backfills" being done in one location. 

 The incidence of this is now reduced because PBS numbers are not sold as they once were 
and "long distance" relocations do not now occur. 

 Every breathing person in the RPI knows this goes on but the Guild and the pharmacy Boards 
have been benign. 

 I think the operation of the ACPA is also flawed and should not contain retail pharmacists 
who might benefit from their position.  I have witnessed a situation where a member of the 
ACPA used their inside knowledge of the impending change in the location rules to ensure 
they had they had applications for new PBS numbers lodged 5 mins after the new location 
rules were announced.  A clear case of insider trading. 

 The current rules also have put the negotiating power in large shopping centre pharmacies 
squarely in the hands of large shopping centre landlords.  This forces pharmacists to pay 
excessive rent or risk being thrown out without any reasonable relocation options.  The 
Landlord can then get in another pharmacist who will pay higher rent, which they can afford 
to do because they would not have paid the premium or goodwill to come into the 
centre,  This is bad for owners and terrible for banks 

 

There are many other things I could mention but i think you have the thrust of my views.  I believe 

the cost of the PBS system is too high and this is partly because there is a disproportionate share of 

the $ going to retail pharmacy owners.  As a taxpayer, I'm not comfortable with this, especially when 

the image projected by the industry purports to put patient care at the top of the list.  It used to be 
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this way but now it is all about the dollar and how they might exploit the anomalies created by the 

ownership rules and the location rules. 

 

 

 


