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PBS Chemotherapy funding arrangements  
The provision of chemotherapy compounding services is a complex activity undertaken 

by relatively few pharmacies in Australia. We operate two pharmacies that provide such 

services within hospitals at Joondalup and Bunbury in Western Australia. Chemotherapy 

compounding is undertaken in isolated sterile environments to ensure patient, 

compounder and clinical staff safety. 

On-site compounding enables better patient care by being more responsive to patients’ 

changing circumstances and clinical needs. The products compounded onsite are 

therapeutically effective and safe. The funding of onsite compounding should reflect the 

value placed upon this by patients, nurses and clinicians. 

Joondalup Hospital Pharmacy (JHP) has provided compounded chemotherapy services 

for over 8 years to Joondalup Health Campus (JHC). The Campus is a co-located private 

public facility of approximately 700 beds, located 55km from the nearest TGA 

compounder. The oncology clinic provides some 5000 occasions of service for 

chemotherapy delivery each year. 

SouthWest Hospital Pharmacy (SWHP) was established as part of the comprehensive 

cancer centre at St John of God Hospital, Bunbury in 2012. Bunbury is a regional centre 

180km south of Perth. The oncology clinic provides chemotherapy delivery to both 

public and private patients from a wide catchment area in the southwest of Western 

Australia. 

The change to chemotherapy funding arrangements announced in the 2015 Budget 

singled out TGA compounding as being the preferred model for chemotherapy 

compounding. The differential payment of $60 to TGA compounders and $40 to 

pharmacy signals to the market that the TGA method is preferred and incentivised. 

It is true that TGA compounders undergo considerable scrutiny to obtain their license 

but this does not create products that are therapeutically superior. Our pharmacies 

operate within standards set by professional boards, Australian Standards and hospital 

requirements. Products are always compounded in adherence with the manufacturer’s 

product information and referenced drug stability data. 

Sterile products are required to have both therapeutic effectiveness and microbiological 

stability to be clinically acceptable. The products produced in our cleanrooms are 

therapeutically identical to those that are compounded in TGA facilities. The expiry date 

that we assign to products will reflect the fact that our compounded products are 

intended to be used that day. 
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The Pharmacy Board of Australia has circulated guidelines1 for comment regarding the 

compounding of sterile medicines in pharmacies. These potential guidelines will either 

follow the USP 7972 or the PIC/S3 standards for sterile medicines. Whilst these guidelines 

have not been confirmed it is obvious that the process of compounding sterile medicines 

will have increasing scrutiny with commensurate increase in costs. 

Our compounding system forms an integral part of the model of care for patients at both 

sites. We consider the patient’s regimen, booking time and cycle of treatment before 

compounding their infusions. Furthermore we consider their blood results and 

determine via algorithms or consultation if dose adjustment should occur. If a patient 

arrives early or late or if their oncologist changes treatment they are accommodated with 

a tailored compounded solution. Contrast this with the TGA provider who, by virtue of 

distance and the systems they must adhere to, have a 48 hour delay before delivery. This 

time delay results in wastage, inefficient work flows in the oncology unit and as 

documented below potentially poorer outcomes for patients. 

*The Bunbury clinic was only operational four days a week prior to the introduction of 

the onsite compounding pharmacy. This was due to cold chain delivery requirements 

preventing product being shipped ready for Monday morning. In addition to 

productivity improvements for hospital staff and improved accessibility for patients the 

onsite compounding reduces wastage significantly. 

Wastage occurs when a patient is unavailable, unwilling to go ahead with treatment or 

treatment is changed or reduced due to changed clinical circumstances such as poor 

blood results. The greater the delay between ordering and delivery results in an 

increase to wastage levels. Thus greater wastage levels are likely in regional areas when 

supplied by metropolitan TGA compounders. This wastage is a real cost to the PBS as the 

PBS is billed in many cases for unused items. The  savings to PBS at our Joondalup site 

from wastage reduction are also significant.  Apppendix 1 details our survey of potential 

wastage.  

Other published work on wastage include a paper by Gresset and Tran (2010)4 that 

identified $500,000 of annual wastage in a Texas hospital. The main contributors to the 

wastage were  disease progression (23%), symptomatic toxicity (18%)and  patient no-

show (15%). Similar results are found in other published papers from all around the 

world, yet by compounding on site the wastage is minimal. 
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Regional cancer services 
The provision of cancer services in regional Australia is a vital service. In 2013 cancer 

was leading cause of death in Australia, overtaking cardiovascular disease for the first 

time.5  

Clinical Oncological Society of Australia: Mapping Rural and Regional Oncology Service 

in Australia March 20066 

- Based on the evidence and the experience of cancer care professionals working in 

regional areas, the establishment of regional oncology centres of excellence would 

be the most cost-effective and efficient way to roll out a sustainable framework for 

reducing disparities in treatment outcomes between urban and rural Australia. 

There is well-established evidence to show that outcomes for cancer patients living in 

regional areas are poorer than that for their metropolitan counterparts.7 An analysis of 

the NSW Central Cancer Registry determined the relative risk of dying of cancer within 5 

years of diagnosis is 35% higher for those living in remote locations compared with 

major cities.8 The 2014 AIHW report on Cancer in Australia found that between 2008 and 

2012 the overall cancer mortality rate was significantly higher in regional and remote 

areas with 192 deaths per 100,000 in remote areas compared to 167 in per 100,000 in 

major cities.9 

When access to chemotherapy is viewed in isolation, data linkage studies from Western 

Australia show an association between survival and completion of chemotherapy and that 

treatment in rural hospitals, compared with teaching or private hospitals, was a strong 

predictor of failure to complete therapy.10 

Benefits of on-site chemotherapy compounding in regional Australia 
It is acknowledged that a large travel burden, difficulties with being away from home, 

family and friends, and an excessive financial burden caused by relocation or travel cost 

causes difficulty for patients undergoing cancer therapy.11 On-site compounding aids to 

reduce this burden by allowing patients to travel to the regional cancer centre and see 

their specialist and commence chemotherapy on the same day. Any drug or dose 

changes can be prepared within an hour, saving the patient and often a family member 

travelling with them, the additional burden of returning later in the week.  
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A 2014 study of lung cancer patients in New South Wales showed that patients were much 

less likely to have effective treatment for cancer the further they were from a treatment 

centre12. The establishment of comprehensive cancer centres outside metropolitan areas 

improves access for rural patients. Improving access improves quality of life as well as 

treatment outcomes.  

Costs of providing healthcare services in regional Australia 
Despite the benefits, the remuneration the pharmacy receives for compounding 

chemotherapy is the same as that received by metropolitan based compounders. 

However, as discussed earlier, the costs incurred by regional pharmacies are greater. 

There is a disparity that exists that fails to adequately encourage pharmacies to provide a 

service that overwhelmingly benefits regional cancer patients. 

Healthcare costs are demonstrably higher in regional areas due to a number of factors 

including attracting professionals, freight costs, increased compliance costs and reduced 

economies of scale. Our staff must be multi skilled to provide redundancy for leave and 

sickness. Our experience shows that major costs are more expensive in Bunbury than in 

Perth due to scarcity of skilled labour, delivery costs, maintenance costs and higher 

inventory levels. 

Inventory levels are kept high at significant cost to the business. The PBS funding model 

assumes “just in time” supply which is ineffective in WA country areas where many 

drugs are delivered 3-5 days after order. The increase in capital costs is due to 

equipment suppliers charging higher freight and installation costs in country areas. 

The Department of Health’s Review of Funding Arrangements for Chemotherapy 

Services found that “Exceptional freight costs can be an issue for facilities providing 

chemotherapy services in regional centres. This is particularly an issue when short shelf-life 

medicines require immediate delivery”.13 Despite this finding in 2013, the funding model 

has not changed to remediate it.  

The problem this presents for regional chemotherapy compounding pharmacies is the 

fee for service provided by the PBS is the same regardless of location. 

The economics of compounding 
The 2013 Senate enquiry into chemotherapy funding invited submissions including a 

costing template for the compounding process. We participated in that review and 

provided costing data for both the Joondalup and Bunbury sites. We have revisited the 

templates and can show increases in costs over the past three years, much of it in line 

with enhanced quality standards. We anticipate a further increase in costs especially in 

the area of environmental monitoring as we adhere to PIC/S standards. See Appendices 

2 and 3 for further data. 
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It is true the TGA licensed providers have greater total costs than pharmacy 

compounders. TGA compounders also have considerable economies of scale such that 

their marginal unit cost of production of each chemotherapy item is likely to be less than 

pharmacy compounders.  

 

A French cost analysis paper from 201114 compared the cost of compounding 

chemotherapy in hospital environments. It found that the cost of preparation ranged from 

114 euro ($175AUD) per unit  for 1,000 units per annum to 27.4 euro ($42AUD) per unit 

when 50,000 were compounded in a year. This helps to validate the costings we have 

provided and shows the value of increased volume to the larger TGA compounders.  

 

Given the current funding rules, a new facility is likely to shun the high capital cost of 

chemotherapy compounding and choose to outsource the production of chemotherapy. 

This outcome would disadvantage patients in regional areas. New investment might not 

be sustainable with a shortfall of $20 per item and the prospect of more costly regulations 

and guidelines. The patients would therefore wait longer for treatment and the wastage 

to the PBS will increase. 

 

The example of our Bunbury site is compelling in terms of improved patient access to 

chemotherapy and value for money for PBS. The Joondalup site is similarly important 

with the efficiency of the unit and minimal drug wastage. Our patients consider the 

quality of medicine delivered on demand in a tailored dose to be of equal or greater 

value than the technical quality of a dose sourced from an external laboratory. It is 

important to note the value patients attach to the personal and the timely nature of on-site 

compounded doses. 

 

Rural and remote residents have to travel long distances and stay away from home, 

family and work for long periods of time to access specialist health care.  We believe one 

of the ways this gap can be closed is by ensuring that regional cancer services are 

incentivised to provide a compounding service.  Additionally it is our belief that we have 

made a real difference for patients who require cancer medicines, which by virtue of 

their short shelf life, may have required treatment in the metropolitan area. Some of 

these patients have told us they would not have undergone the chemotherapy cycles had 

they have to travel to the city. 

 

 

Contact: Chris Shenton 
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