
REVIEW OF PHARMACY REMUNERATION AND REGULATION - DISCUSSION PAPER - JULY 2016. 

Pharmacy Location Rules: Q 47. 

I have been a pharmacist for over 40 years and worked exclusively in community pharmacies located 

within shopping centres in Queensland. I have owned pharmacies in  partnership with other 

pharmacists, and these pharmacies have been located in major shopping centres in regional areas of 

Queensland, from the Gold Coast to North Queensland. 

These are all small to medium sized businesses and currently our pharmacies employ between 30 

and 70 employees per pharmacy with 90% of all employees being female. Pharmacy has always been 

a female friendly industry and we have employees who have started in pharmacy from school age, 

then married, had a family and returned to the workforce part time or full time, and continued 

working until retirement. There is a great career path now for all pharmacy assistants to be trained 

from serving on the registers to becoming the retail managers. They can normally return to the 

pharmacy industry casually or part time throughout their working life as their circumstances change. 

From a consumer perspective, my experience is that the majority of consumers expect a pharmacy 

in a shopping centre to not only dispense their prescriptions and supply pharmacy medicines and 

professional services, but also sell vitamins, cosmetics, fragrance, skin care and a range of toiletry 

and personal care products. Shoppers like to be able to purchase the majority of their needs in the 

one store for convenience which is open 7 days per week and most public holidays. They also expect 

the pharmacy to be competitive with their prices. 

Depending on the size of the shopping centre, consumers would expect to find a pharmacy in that 

centre and landlords view the addition of a pharmacy to their retail mix as desirable and a drawcard 

for customers and other retailers. 

In shopping centres with 50- 100 stores, only 1 pharmacy approval number is permitted, 100-200 

stores 2 approval numbers and 200-300 stores 3 approval numbers. Our pharmacies operate in 

centres with one or multiple pharmacies. Before the 5CPA was introduced, if there was an existing 

pharmacy in a shopping centre and the rules permitted a second pharmacy to open, then it was 

required that the pharmacist had to purchase an existing  PBS approval number and relocate that 

number into the shopping centre. Whilst this was a financial barrier to pharmacy entry, and some 

would argue to competition within the centre, it was self regulating as well. Second pharmacies in 

shopping centre are often financially problematic and the now potentially free PBS approval number 

impacts on the financial viability of both pharmacies in the centre. Whilst competition is a positive 

for the consumer and two pharmacies are a positive for the Landlord ( additional high rent and 

diverse offer), the control of the PBS licence has effectively moved from the pharmacist to the 

Landlord and pharmacy is now a 'Rental Hostage" to the Landlords. 

My reasoning for this statement is outlined below: 

Major national tenants (supermarkets, department stores) in shopping centres can secure long term 

leases with clauses that secure their financial stability in regards to rent, rental increases, security of 

tenure and adverse changes in the centre. Pharmacy leases are in the vicinity of 6-8 years with no 

options, no exclusivity clauses, set annual increases and the inclusion of relocation and demolition 

clauses. At the end of a lease period, the Landlord can offer a new lease term on a substantially 
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higher rent that makes the financial viability of the business, over the term of the new lease, 

unsustainable. The Landlord can go to the market for that site, and in effect a new PBS number 

would be free, if there is no agreement on the terms of the new lease, and now the existing 

pharmacy is competing for their business with others. There is minimal ability to push back on 

inflated rents as the Landlord has nothing to lose anymore. The existing pharmacy has their business 

to lose if they don't accept the new terms. 

 Pharmacy in shopping centres is challenging due to the Landlord's belief that the pharmacy category 

can afford to pay a premium rent, somewhere between 3 to 5 times the rent per square metre that 

the major supermarket pays eg if the supermarket was paying $300 per square metre (psm) then 

pharmacy is currently paying $1,000 to $1,500 psm in gross rent. Current leases have fixed annual 

rental increases of 3 to 5% and most expenses including labour costs have increased, not reduced. 

Due to internal and external competition, pharmacy prices and margins have reduced over the past 

5 years , and sales growth has stalled whereas costs have significantly increased and the financial 

viability of pharmacy is significantly reduced. Due to the high costs of setting up a pharmacy in a 

major shopping centre, $1,000 to $2,000 per square metre,  depending on size and location, it takes 

a pharmacy a number of years to break even with fit out costs, stock, staff, rent and usually finance 

costs.  

 Long term pharmacies in shopping centres normally have a strong goodwill component, and often 

business debt, that makes it difficult to walk away from the business  in rental negotiations. 

There is no doubt that the changes in the PBS pricing has benefitted the Government and 

consumers, however, unless pharmacy can work on a lower cost base then the viability of the 

business model is unsustainable. Rent is the fixed component of the business model that is crucial to 

control but has become unsustainable. In shopping centre, the change to the relocation rules in the 

5CPA has resulted in the unbalanced lease negotiation position of pharmacy, to the detriment of 

pharmacy.  

We still operate pharmacies in shopping centres that were required to buy other pharmacies or PBS 

approval numbers and relocate those numbers into the centre. We are competing against 

pharmacies that were able to obtain free approval numbers under the new relocation rules. All of 

these pharmacies are affected by the Landlords knowledge that free numbers are automatically 

allocated to their shopping centres if these pharmacies are unable to renew leases in the future due 

to unrealistic terms, thus we are rental hostages to the Landlords. Unfortunately, this change has led 

to  'churning' of pharmacies in shopping centres or pharmacies having to sign unsustainable leases 

to retain ownership of their business. If a pharmacy has built a strong business and the Landlord has 

offered a new lease with an unsustainable rent, the Landlord then goes to the market with that rent, 

effectively the Landlord is offering the pharmacy business to the bidder of the higher rent with little 

recourse from the existing pharmacy owner. 

In today's economic climate, pharmacies have to be price competitive to survive and differentiate 

their business model from other competitors, so it is crucial that they are able to manage the 

financial viability of their business. Consumers expect pharmacies to be price competitive and 

convenient. Landlords have a right to secure tenants on competitive leases.  We need to be able to 

balance the interests of all parties to secure a viable pharmacy industry into the future, for all 

parties. 



 

 The issue should not be the availability of free approval numbers but the 'control' of the approval 

numbers. During this process there needs to be a balance between the commercial interests of the 

Landlord and the financial interests of the pharmacy owner. Currently the control of that number is 

balanced heavily in favour of the Landlord in rental negotiations. 

Suggestions:  

 No changes to the current shopping centre location rules with free approval numbers as per current 

rules for a shopping centre. Once a PBS approval number has been issued for a shopping centre, 

whether that be 1 or 2 or 3 numbers, those particular approval numbers become locked into an 

approved site in that centre. They are portable within the centre for relocation purposes but can't be 

relocated outside the centre. The approval  number  has to be transferred to any incoming 

pharmacist when the pharmacy is bought/sold.  

The main issue arises in Lease re-negotiations: In the event that a suitable lease negotiation can't 

be agreed by both parties then there should be the opportunity for the pharmacist to apply to have 

the transfer of that particular PBS number in that centre frozen for a 6 to 12 month period after the 

lease expires whilst negotiations continue. The control of this process can't be retained by the 

major Landlords who have used this mechanism to increase & maintain rents at an unaffordable 

leading to the unsustainable nature of the pharmacy industry in major shopping centres.  

 

                                               Gary Hand B.Pharm. 

 

  

 


