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Pharmacy Review (MDP 900) 
Department of Health 
GPO Box 9848 
Canberra, ACT 2601 

This submission is made by Sigma Pharmaceuticals Limited (Sigma) in reference to the Review of 
Pharmacy Remuneration and Regulation (PRRR) Discussion Paper released in July 2016. 

By way of background, Sigma has partnered with the Australian pharmacy community for over 100 years.  
Supporting community pharmacy and patient wellbeing has always been at the heart of Sigma's business 
model.  Sigma today: 

 Is the largest pharmacy wholesale and distribution business in Australia;
 Has the largest footprint of branded pharmacies in Australia, with over 700 pharmacies operating

under one of our brands.  A recent IBIS World report identified Sigma's branded pharmacies as
accounting for almost 20% of all consumer pharmacy spend;

 Provides support services to a large network of independent pharmacies;
 Is expanding the services provided to the Hospital pharmacy market;
 Provides third party logistics services;
 Provides significant investment in working capital that supports the timely delivery of the PBS to

Australian consumers

Our history means Sigma is well positioned in regards to insight into the industry.  This submission does 
not attempt to respond to all questions, but to provide some overarching comments and targeted 
responses to specific questions of interest to Sigma or our brands in general.  Questions related to 
wholesaling have been deferred to the NPSA to respond. 

Overarching comments: 

Sigma's submission is made on the premise of the following four key elements: 

1. The National Medicines Policy (NMP) is a key plank of the Australian health policy that must not be
compromised.  The NMP is world class policy that ensures the safe, efficient, affordable and timely
access to medicines across Australia, regardless of location;

2. The industry participants that are critical in delivering the NMP should be fairly remunerated for
their services.  Improving the remuneration framework will secure the ability for the supply chain to
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continue to meet the NMP requirements whilst also better leveraging the existing network of 
pharmacies across Australia to efficiently and effectively deliver health care services; and 

  
3. Consumers should be no worse off from any recommended changes to the existing system.  In 

fact, addressing remuneration issues provides the opportunity for Government to improve services 
by better utilising the investment that has already been made in critical infrastructure. 

 
4. The PBS is an example of a cost effective Public Private Partnerships (PPP) operating within the 

health care sector. The opportunity exists to facilitate greater collaboration with adjacent 
stakeholders to increase competition and accessibility whilst driving improved outcomes.  

 
Sigma welcomes the review and the potential for change, as we are concerned that funding for the care 
side of pharmacy has been compromised.  The ability to deliver the NMP continues to be eroded by policy 
changes that cherry pick specific elements resulting in unintended consequences elsewhere in the system.  
Unpicking elements will inevitably lead to irreparable changes that will erode the objectives of the NMP and 
are not sustainable longer term. 
 
The Government's targeted focus on containing the cost of the PBS has been an effective policy in 
improving the cost burden of delivering the NMP.  These changes have delivered several billion dollars in 
savings, and will continue to deliver significant savings into the future.  A continuation of the current policy 
without recognition and redressing of the unintended consequences will however result in a lessening of 
the consumer experience and a probable decline in accessibility as pharmacy viability declines.    
 
Underlying comments 
 
Whilst we have some specific comments on the questions raised in the Discussion Paper, we provide the 
following underlying comments: 
 

1. Sigma has contributed to and is fully supportive of the submission being made separately by the 
National Pharmaceuticals Services Association (NPSA), which is primarily focused on addressing the 
implications for wholesalers; 

2. The CPA is a key agreement that sets the operating and remuneration parameters for the industry 
with significant implications for wholesalers in particular.  Sigma is of the view that the NPSA must 
play a formal role on behalf of wholesalers in the negotiation process, and be a party to the 
agreement ultimately reached with the Government 

3. Sigma would welcome public clarification of the application of the ownership rules to remove any 
misguided public perceptions and ensure a clear set of rules apply across the market; 

4. Sigma is supportive of maintaining and enhancing the location rules to ensure a well dispersed 
network of pharmacies is maintained to service consumer needs.  The rules could be enhanced by 
removing certain anomalies that have arisen over time; 

5. Sigma believes there is a role for the Medicare Benefits Schedule (MBS) and Pharmacy Practice 
Incentives program (PPI) to be used to remunerate pharmacists for the high level of professional 
advice and consultation provided to customers.  This could be targeted to specific disease states 
that have an increased prevalence and correlation to hospitalization (eg Diabetes management); 

6. Sigma encourages the extension of the Health Care Homes concept to be customer focused and 
integrated with the community pharmacy, rather than centered around the primary care provider.  
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In addition, we also make the following points on areas of interest that whilst not directly related to a 
specific question within the Discussion Paper, we think are worth consideration when framing 
recommendations to come out of the review: 
 

1. Integrating hospital activities and community pharmacy service models  
 

The overall dispensing system today does not provide an easy way for patients to experience a 
seamless, integrated medication management program connecting their hospital visits, their 
community pharmacy, and their homes.  A key consideration of this matter is how the PBS and 
MBS interact together to fund the patient journey – the current regime has a ‘silo approach’.   
 
This results in a lack of holistic approach for medication management, i.e. the patient experience 
today that is fragmented, inconsistent and relies heavily on the patient to self-navigate through the 
transition process from hospital, into community care, and into their homes.   
 
Sigma supports the development of pharmacy arrangements that enable an integrated patient 
experience for medication management, driving improved patient health outcomes.  Whilst the 
Health Care Homes is being rolled out, it would appear to be centred around the primary care 
provider perspective.  This should be expanded to a patient centric model that utilises not only the 
primary care provider but also the pharmacy network who play a critical role in medicine 
management, and technology solutions, to collectively help prevent re-hospitalisation.     

 

2. Medication management:  
 

Australia is facing the rise of chronic conditions and growing complexity in individual health care 
plans.  There is an increasing need for communities to become generally better aware and better 
educated on medication management for such conditions.  The MBS and PPI should play a role.  
Additionally, there is a growing need for health care providers and prescribers to develop innovative 
solutions to evolve and improve our patient care models.  Sigma continues to support our 
pharmacy members and Government policy development efforts that accelerate education and 
innovation to advance medication management in communities. 
 

3. Technology:  
 

Sigma advocates the use of technology as an enabler for future pharmacy models.  We continue to 
make investments to help pharmacy members improve pharmacy management and patient care.  
We would strongly encourage the Government to fairly remunerate pharmacies for adopting 
technology solutions that help drive early intervention, enhance the consumer experience and 
access to healthcare, and ultimately benefit the Government through reducing costs elsewhere in 
the healthcare system.   
 
We also encourage the Government to re-energize efforts to introduce the e-health record, which 
could provide a portable individualized record of a patient’s health and care history to improve 
patient case management and outcomes. 
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Pharmacy Review Questions - Arranged by topic 
 
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? 
 
Sigma is of the view that there is not one pharmacy model that suits each community or each pharmacist.  
The one thing that remains consistent is the timely and affordable access that is delivered across a broad 
spectrum of pharmacy business models.  The business model of the pharmacy should not be a 
determinant when considering remuneration.   
 
The majority of the shift in business models has been forced on to the industry, by way of continual and 
successive Government moves to supress the cost of administering the PBS.  Each pharmacy, regardless 
of scale, location, customer desires or branding, has a certain level of fixed and variable costs that continue 
to grow.  The effect of ongoing changes to the PBS has driven the evolution of the pharmacy model.  Whilst 
an efficient model is important, a continuation of the cost containment focus ultimately hampers the ability 
for the industry to viably deliver professional advice to patients that helps in early intervention. 
   
15. Is the ’swings and roundabouts’ approach to remunerating pharmacists for dispensing appropriate? Does it 
lead to undesirable incentives? 
 
Pharmacy is not unique in having elements of "swings and roundabouts" in remuneration.  Where it is 
unique is that it operates so extensively across a heavily regulated environment in most other respects.  
Where this creates issues is where the upswing in remuneration is restricted to such a point that it no 
longer compensates for the down swings.  This is the operating environment currently being encountered - 
one side of the equation is repeatedly contracted without the flexibility for compensatory remuneration 
elsewhere.  This is the major contributor to the momentum shift in pharmacy business models.   
 
MBS and PPI could play a role in the future of pharmacy by rewarding pharmacists for time taken to 
consult with patients - time that has the effect of minimising the transfer of patients to more expensive 
forms of health care.  An MBS or PPI model could be centred around the key disease states (eg diabetes). 
 
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? 
 
We do not believe a tiered approach by initial or repeat scripts is the correct approach.  There will be many 
circumstances where the repeat script consultation is more involved than the initial script, and vice versa.  
Pharmacist time spent on consultation with patients on repeat scripts may actually address more complex 
situations, such as discussion of adverse side effects from medication that has only become known 
through the course of the initial medication dose.   
 
 
 
 
 



 

 
Page 5 of 
10 

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 new Handling Fee is a more viable model for pharmacy by largely de-linking remuneration from the 
value of what is dispensed.  The difficulty is where there are countless hours spent on professional advice 
that does not result in the issuing of a script, and therefore provides no remuneration to the pharmacist.  
Whilst there is an element of swings and roundabouts, the balance has shifted over time.  The MBS and PPI 
could play a role to address this imbalance. 
 
18. Currently community pharmacists have discretion over some charges. For subsidised PBS prescriptions, 
should community pharmacists be able to charge consumers above the ‘dispensed price’ for a medicine in some 
circumstances? Should community pharmacists be allowed to discount medicines in some circumstances? If so 
what limits should apply to pharmacist pricing discretion? If not, why not? 
 
Charging below the dispensed price has the effect of commoditising prescription medicines.  This may in 
turn have the effect of inadvertently encouraging, or not discouraging, medication overuse in some 
circumstances, and not encouraging lifestyle changes for long term sustainable health improvements.  
This could be exacerbated by the continuation of the remuneration model that, despite all good intentions 
of pharmacists, risks constraining the ability of community pharmacy to deliver professional advice under 
the swings and roundabouts model.  
 
There is merit in exploring an 'after hours' fee or surcharge to be allowed for those pharmacies operating 
outside of normal hours. This is the case with general practice who receive after hours’ incentive payments.   
 
22. Should the timeframes for payment settlements for very high cost medicines be lengthened throughout the 
supply chain and mandated by Government? 
 
Whilst an overall approach to handling remuneration for very high cost drugs needs to be reviewed, 
mandated payment terms is not the solution.  The listing of the Hepatitis C medication highlighted the 
issues created through the supply chain.  It is not just payment terms, but also the financial risk from stock 
loss or damage that is assumed through the supply chain (by wholesalers and pharmacy) for very little 
reward.  Whilst risk management procedures exist, the impact of stock loss or damage to just one high 
cost medication for a wholesaler or pharmacy can be substantial.  One option to consider may be the 
introduction of a Vendor Managed Inventory (VMI) model for these high cost medicines. This would place 
the onus and risk for carrying the inventory on to those manufacturers who benefit the most.  
 
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? 
 
At a high level:  

 Health promotion services to encourage patients at risk of diseases to engage early with the health 
system to achieve early intervention and health management before higher cost health services 
are required.  Examples include diabetes screening and case management, coeliac screening, 
kidney check programs, etc.  These are all designed to encourage conversations with patients at an 
early stage of intervention, and where appropriate refer patients on to medical practitioners; 
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 Medication management services to ensure patients get optimal outcomes from their prescribed 
medications; 

 Minor Ailment Schemes which support treatment of minor ailments and prevent patients having to 
access higher cost parts of the healthcare system; and 

 Disease state management services which assist patients to manage chronic disease and avoid its 
complications such as with diabetes. 

 
26. Should there be limitations on some of the retail products that community pharmacies are allowed to 
sell? For instance, is it confusing for patients if non-evidence based therapies are sold alongside 
prescription medicines? 
 
So long as they are clearly identified and explained, there should be no concerns.  In a health conscious 
society, there will always be demand for alternative therapies.  By providing them through pharmacy at 
least means the pharmacist can conduct informed conversations with customers about the combination of 
therapies and any medications, and potential side effects.  This creates further opportunities to provide any 
required medicines that are evidence based instead of these consumers purchasing online or via other 
channels who may lack the professional training.  
 
27. Would a community pharmacy that solely focused on dispensing provide an appropriate or better health 
environment for consumers than current community pharmacies? Would such a pharmacy be attractive to the 
public? Would such a pharmacy be viable? 
 
No.  The growth of certain models of pharmacy is evidence of that.  Consumers look for complementary 
medicines.  Just dispensing runs the risk of reducing pharmacist/consumer conversations about a broader 
range of health care services and products, including medications.  In addition, a pure play dispensing 
environment would not be viable stand-alone under the current remuneration structures. 
 
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? 
 
New models have arisen and evolved over the past two decades just by virtue of market forces.  Pharmacy 
models have evolved, with some more focused on volume, others on professional services, others on 
beauty, and others on services that specifically suit the services demanded by consumers in the location.  
Integrated health solutions that have the prospect of assisting to reduce costs elsewhere in the health 
system have evolved from this.   
 
29. Is it appropriate that the PBS links the remuneration for the provision of professional advice to the sale of 
medicines? 
 
The sale of PBS product is not incentivised by this remuneration structure, as it is the medical profession 
that is issuing the scripts for medication, with the pharmacists dispensing what has been prescribed.   
 
A funding model to support non product linked services would likely enhance patient outcomes and prevent 
patients from progressing up the value chain of the healthcare system.  Further development and 
expansion of the MBS and PPI to encompass a broader range of health and medicines advice delivery, 
including medical devices and medical technology, would be beneficial.  
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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? 
 
The current system of remuneration associated with dispensing is a workable way of remunerating 
counselling associated with those specific products. A funding model, in addition to this to support non 
product linked services would likely enhance patient outcomes and prevent patients from progressing up 
the value chain of the healthcare system.  Further development and expansion of the MBS and PPI 
programs to encompass a broader range of health and medicines advice delivery would be beneficial.  
 
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? 
 
In principal the level of remuneration should be commensurate with the time taken and the resources 
required to deliver that service.  A tiered health and medicines advice remuneration model commensurate 
with the time resource (similar to a GP's remuneration model for time spent consulting) is an example of a 
model to identify and remunerate services that should be considered.   
 
It also needs to be recognised that often the complexity of services is heavily impacted by the patient 
profile not just the medicine itself. 
 
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? 
 
HMR's should be linked or triggered by either a health event or specific condition diagnoses. It should be at 
the discretion of the pharmacist with outcomes delivered to relevant medical and allied health 
professionals. 
 
The UK model whereby each approved NHS pharmacy is permitted to perform up to 400 Medicines Under 
Review (MUR) may be worthy of consideration. This allows the programs to be capped and audited by the 
commissioner as well as measuring the effectiveness of the programs.  
 
37. Is cost a barrier to accessing worthwhile health services offered by pharmacy? 
 
Traditionally services have been offered at low cost or no charge to consumers or Government because 
they have been cross subsidised by other parts of the pharmacy operations. Proper remuneration of 
pharmacy led services would enhance pharmacist’s ability to sustainably deliver these services and 
ultimately improve broader patient access to these services across the vast pharmacy network. 
 
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? 
 
Putting these services on the MBS and providing the pharmacy with a provider number (linked to the 
pharmacy) to access this source of funding would improve patient access.   
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Other services currently underutilised include pandemic and epidemic management where medicines need 
to be disseminated rapidly to the entire population. The pharmacy network supported by the wholesaler 
distribution and logistics capability provides an ideal mechanism to achieve this public health goal.  
 
39. Should both direct consumer remuneration and government-based remuneration be applied for particular 
services or access arrangements? 
 
Yes, a mix of co-payment and government funding may be appropriate as with the supply of PBS 
medications.  There may also be circumstances where this should be fully funded by the Government. 
 
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? 
 
Innovation already flows from commercial market forces as opposed to industry wide directives, but could 
be enhanced.  The aggregation of brand numbers is providing an ability for brand owners to invest in 
innovation to support members.  With around 5,500 community pharmacies geographically spread, this is 
a significant resource that is embedded in the community and accessible and connected with patients.   
 
This resource could be better utilised by introducing technology solutions that act like a hub and spoke 
type service, particularly in rural or remote locations.  For example, diagnostic machines could be installed 
in rural and remote pharmacies, with technology used to link back to specialists in metro locations.  This 
would leverage existing infrastructure to provide significantly increased patient access to specialised 
services, and ultimately lead to greater interventions before higher cost forms of healthcare are required.   
 
The difficulty with the use of such technology solutions is that the model of remuneration provides no or 
limited remuneration for the capital and operating cost outlay required.  The model needs to evolve to 
encourage investment in technology solutions by providing adequate remuneration to buy, install and 
maintain the equipment, and then provide the service that ultimately will help to reduce costs elsewhere in 
the healthcare system. 
 
Regulation 
 
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 what other parties should be involved? Is there currently an appropriate partnership 
with these other parties, including consumers? 
 
This is a key agreement that sets the operating and remuneration parameters for the industry with 
significant implications for wholesalers in particular.  Sigma is of the view that the NPSA must play a 
formal role on behalf of wholesalers in the negotiation process, and be a party to the agreement ultimately 
reached with the Government.     
 
54. Could hospital pharmacies complement medicine dispensing and related services currently provided through 
community pharmacy or other public and private hospital pharmacies? 
 
Medicine dispensing is already provided by public hospital pharmacies, including many high cost S100 
drugs.  Given the high clinical expertise of hospital pharmacists, there would be no issue in dispensing 
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medicines, however common feedback is that resources are low and this would place a further burden on 
pharmacist time, which should be spent doing clinical work with patients in wards.  A better outcome would 
be to broaden the Health Care Homes model to better integrate with community pharmacy. 
 
62. Although s100 AHSs are able to fund the employment of a pharmacist from their primary health care budget, 
there are no specific funds to employ a pharmacist to conduct Quality Use of Medicines activities and manage 
the s100 program within the AHS. Do these arrangements impact on health outcomes? 
 
A dedicated resource to manage QUM and S100 programs within the AHS would be a proactive and more 
holistic approach to medication management.  That resource could also support an effective post 
discharge medication management program.  The challenges faced by patients leaving tertiary care and 
returning to the community can be complex and often involve medication management issues. Assisting 
patients with this transition is a challenge that requires a multi-pronged approach. Better coordination of 
medication management post-discharge and deeper collaboration between health professionals has the 
potential to improve outcomes and reduce re-admissions. 
 
Consumer Experience 
 
116. Should complementary products be available at a community pharmacy, or does this create a conflict of 
interest for pharmacists and undermine health care? 
117. Do consumers appreciate the convenience of having the availability of vitamins and complementary 
medicines in one location? Do consumers benefit from the advice (if any) provided by pharmacists when selling 
complementary medicines? 
 
We do not believe there is a conflict of interest.  Pharmacists are considered medicines advice experts and 
as such require knowledge and resources to ensure safe consumption of complementary medicines in 
conjunction with prescribed and scheduled medicines.  Research has indicated that over 70% of the 
Australian population consume complementary medicines.  Making them available in pharmacy generates 
greater opportunity for pharmacists to have meaningful conversations with customers that can help in 
early intervention on broader health related issues. 
 
118. Does the ‘retail environment’ within which community pharmacy operates detract from health care 
objectives? 
 
No, it does not detract from health care objectives and actually creates the opportunity to increase 
conversations about health.  Historically, there was a higher proportion of customers who would drop off a 
prescription and leave the pharmacy to shop elsewhere.  Through offering a broader health related "retail" 
experience, it increases the likelihood of a customer remaining within the pharmacy, therefore having 
greater interaction with the pharmacy staff to assist in discussions around broader health management. 
  
124. Is it 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? 
 
It is important that patients have access to medicines, and many pharmacies already operate beyond 
standard business hours.   To be sustainable long term, the remuneration structure needs to be addressed 
to ensure a viable operating model exists.  Once that is established, market forces will determine the 
availability and location of services outside standard business hours.   
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There are merits in considering the introduction of an ability to charge a set fee or surcharge to provide 
medicines after hours which subsidises the penalty rates, the security, and operating costs of after-hours 
operation. This is being considered by many state governments to reduce the burden on admissions and 
emergency departments of hospitals, and could be considered as a mechanism to encourage and 
compensate pharmacy for extended hours’ services. 
 
130. Are there other inequities in terms of access to and quality use of medicines? If so, how should those be 
addressed and what population groups could be targeted? 
 
There is growing concern that appropriate pharmacy services in the aged care setting (community and 
aged care facilities) are under increasing strain. The funding models for pharmacies to supply these 
services have been inadequately addressed in past CPA's. Service provision in the aged care setting is 
resource intensive and in need of review.  
 
One possible solution may be to extend the S100 provisions to include the residential and community aged 
care sector. This sector has special needs in their medication management as well as being the highest 
volume consumers of PBS medicines and medical services. The sector currently provides a hospital like 
service but via a community funding model which is becoming unworkable.  A model that encourages 
greater investment in technology and automation would ultimately result in more effective medical 
management outside of the more expensive hospital environment.  
 
131. What can be done to increase public awareness of available pharmacy programs and services, particularly 
specialist services? 
 
Whilst a strong service ethos has always existed in pharmacy, the inconsistency of the types of specialised 
services offered across various pharmacies has historically created some public uncertainty as to what 
services are available within pharmacy.  The growth of pharmacy groups is helping to evolve this through 
increased investment in professional service programs, public awareness of the services, and innovation in 
the services provided, all for the benefit of consumers.   
 
Public awareness could continue to be aided through the clear articulation of the services available within 
the pharmacy.  For example, through the use of professional service boards that highlight the core services 
and areas of specialisation available in that pharmacy.  By putting certain services on the MBS would also 
in itself aid awareness of the core services available in pharmacy, and provide a pathway for early 
intervention in the proactive management of their health.  This ultimately would help to educate and 
empower the consumer to choose the pharmacy that best offers the services they require. 
 
 
 
23 September 2016 
 
Contact: 
Gary Woodford 
Corporate Affairs Manager 

 
 




