
Executive Summary 

The community pharmacy model is an integral part of the Australian way of life delivering 

timely, affordable, vital medicine via the PBS and a private/public partnership from 

approximately 5500 pharmacies. Since 2007 government spending cuts in this sector via PBS 

reform have significantly changed the viability of the community pharmacy model. These 

changes have had consequences which need to be recognised and addressed in order to 

sustain the community pharmacy network into the future to service the ageing population 

via a quality healthcare professional such as pharmacists in a community pharmacy setting.  

PBS Reform 

Since 2007 successive health ministers have cut into pharmacy remuneration consistently 

and to varying depths. These compounded cuts have resulted in a cumulative effect on 

pharmacist and pharmacy remuneration. Initially commencing with small or minor changes 

in the order of 2.5% and more recently automatic 16% price cuts on the introduction of a 

generic equivalent. These are further weighed down by expanded and accelerated price 

disclosure reducing the chemist list price exponentially. This will only be further expedited 

with the upcoming removal of the “branded” product and therefore reduce chemist list 

price even more aggressively. As a tax payer, this is no issue and a positive for the Australian 

economy. As a pharmacist and pharmacy owner, these products have been devalued 

overnight as has the remuneration causing a clearly unintended consequence. 

A professional obligation and further an obligation to the care of the people that choose to 

be looked after at my pharmacy, it is impossible to have zero inventory on hand at the time 

the value drops. These drops are significant, often in the hundreds of dollars per pack, 

multiplied by the vast range of products dropping primarily in April and October every year. 

Overnight, the cumulative value drops tens of thousands of dollars twice a year with no 

reimbursement or recompense to me personally. Certainly this is an unintended 

consequence, one in which there is no choice but to fund, a burden on pharmacy owners 

across the country. I offer the question; What did I do to deserve this loss of tens of 

thousands of dollars? Surely I should be compensated for making sure I have the medicine 

my patients need available for dispensing when they need it.  

High Cost Medicines 

More recently, a number of high cost medicines have been introduced to the pharmacy 

stock holding, for example Harvoni ($22,136.61). Under the current dispensing 

remuneration and the caps in place, it makes no sense commercially to have this medicine 

available. This would need to be provided on an as needed basis and even then the gross 

profit of 0.31% makes this a high risk item. If the patient doesn’t return, holding costs 

outweigh the return, or if there is an encounter claiming back GST ($2,213.66) or claiming 

reimbursement from Medicare ($22,136.61) the financial loss outweighs any incentive to 

dispense this medication to a patient.  

 



Medicare rejections are a common place occurrence. While mostly justified and 

understandable, there are many occasions where it is not. A common place occurrence is 

found with aged care supply. Patients are often taking a large number of medicines and 

sometimes of high value to the PBS. Pharmacy plays a pivotal role here to provide these 

medications but are left unremunerated if the prescription is rejected by Medicare. One 

such example is the supply of medicines in lieu of a prescription, which is permitted by law, 

only to have the prescription arrive after the patient is deceased. Upon claiming the benefit, 

Medicare rejects the payment as the patient Medicare and Concession card details have 

expired leaving the pharmacy unfairly out of pocket for this medicine. Add to this the 

likelihood the medicine was supplied “urgently” and extra effort was required, delivery and 

cost was borne by the pharmacy makes the whole process a completely inequitable system 

with no recognition of the efforts of the pharmacy in making patient care the primary 

objective. 

Aged Care and Dosage Administration Aids (DAA) 

Medicare currently recognises other healthcare professionals for the exact same process, 

for example, should a General Practitioner (GP) attend an aged care facility to provide for a 

patient consultation to prescribe an urgent medication, they would claim via Medicare the 

value of this patient consultation. Subsequently, the pharmacist is expected to deliver this 

medication urgently in lieu of a prescription and runs the risk of no reimbursement from 

Medicare. This medication would then be packed in an appropriate DAA and delivered. The 

reimbursement provided for the dispensing of the medication puts no monetary value on 

the DAA, time, effort and importance of this medication delivery. Who is it that cares for the 

tens of thousands of aged care residents by providing a 24 hour, 365 days a year service in 

return for a standard dispensing fee. This is the silent value that community pharmacy is 

adding and is going unrecognised, despite it being recognised for other health care 

professionals providing the same service. 

In the community setting, many of our patients could benefit from the use of a DAA. 

Unfortunately, many of them are elderly, lower income earners or people who simply can’t 

afford to pay extra to have their medications packed. Our pharmacies offer these packs to 

such patients at no cost, again a silent benefit to the community. The health benefits of 

reduced medication error and misadventure are realised by the patient and public health 

purse at the expense of the pharmacy. DAA’s are an invaluable tool for patients that also 

add value to the healthcare system.  

Access  

Community pharmacy is open early and closes late, provide a network and infrastructure to 

deliver medication across Australia. Australian’s have the comfort of knowing that any time 

they need a medicine it is available and it is affordable. Why should Australian’s pay a 

different price because they choose to live on a dairy farm to play a part in our dairy farm 

industry and the population density only warrants one pharmacy. If this was not regulated, 

surely the patient would pay a higher price.  



There is simply no recognition for operational costs such as late night trading hours, open 

365 days a year, 24/7 aged care service and more. In other industries, the “customer” would 

pay more for example at a 7/11 convenience store, the price of the same items would be 

infinitely higher due to the convenience of the late night trading hours. Certainly, I am not 

advocating for charging the patient a premium for these services, rather fair recognition 

that this exists silently today and is in jeopardy. 

The governments objectives differ from the traditional profit maximisation objectives we 

see in basic economics. These government objectives of access and affordability surely arise 

from the recognition that medicine is not a standard commodity. Australian’s would rather 

not have to take medicine but rather they need medicine to live. A recent study by Professor 

Henry Ergas found some interesting facts which were no surprise to those in community 

pharmacy. The average Australian is only 1Km away from a pharmacy and 95% were only 

2.5Km from a pharmacy.  

The study also found that rural Australians, despite our large geography, are well served by 

pharmacy, with an average 6.5Km travel and in 72% of cases only 2.5Km. This can only be 

attributed to the location rules the government has in place. These location rules are 

directly connected to the ownership rules government has in place. Professor Ergas also 

noted that pharmacies were more accessible than supermarkets, banks and medical 

centres, certainly a testament to the effectiveness of the existing location and ownership 

rules. 

The ownership rules provide for a high level of accountability and responsibility by owner 

pharmacists. This means that pharmacists like myself will seek to provide high levels 

customer service and of patient care. Pharmacies must be competitive due to the 

investment, not just financial, made in owning a pharmacy. Often we hear in the press 

about providing the opportunity for the open ownership of pharmacy to the likes of Coles 

and Woolworths. The grocery model of profit maximisation would surely put patient care 

second and this contradicts the persona of grocery stores. Further, if this open ownership 

model was to be adopted, would this not provide the opportunity for pharmacy ownership 

by anyone who had the means to do so? This would have no restriction on who could own a 

pharmacy and the mind boggles at the potential of who else would like to own a pharmacy 

and what their motivations for pharmacy ownership would be.  

Some may also argue that the location rules are anti-competitive. This is hardly the case 

with competition at an extremely heightened level where pharmacy owners like myself are 

competing more aggressively in desperation to remain viable. This has created the need to 

discount prices, diversify the product range to meet patient choices and provide exceptional 

service to be relevant in this competitive landscape while balancing the professional 

obligations and high standards of a pharmacist.  

Offering a high quality service with skilled personnel with a low price model is exceptionally 

challenging and this is certainly the current landscape despite the existence of the location 

and ownership rules. 



Over recent years, our pharmacies have reduced our investment in people by 30% in real 

terms due to the level of price competition and ongoing pressures of reforms. Others in the 

industry have reduce their investment by 50% to run a model that is viable. Unfortunately, 

this has come at a cost, not only in the number of people we employ but more importantly 

the level of service we can provide. This is putting extreme pressure on the people in our 

organisation as they work under high levels of stress and pressure to deliver the high level 

of professionalism we strive for.  

Ultimately, we cannot continue to work at these levels of stress for such prolonged periods 

of time. The choices are to either increase staff levels to relive the pressure which is 

unaffordable or to reduce cost by cutting and succumbing to the model others deliver with 

lower customer service levels than what we expect for Australians. This would result in 

longer waiting times and even a greater risk to the public as the potential for mistakes 

becomes much greater.   

Discounted Co-payment 

In the 6th Community Pharmacy Agreement, Minister Ley introduces the $1 discounted co-

payment, creating a two tier PBS system which goes against the fabric of the PBS. Minister 

Ley openly admitted during the introduction of the $1 discounted co-payment that 

members of her rural electorate would be less likely to be offered the discount. What if the 

difference in the co-payment was of greater value and patients in Minister Ley’s electorate 

had to pay $10 more per prescription?  

The whole purpose of the PBS is to provide equitable, affordable access to patients 

regardless if they live on acreage and work in our agricultural industry or if they live in 

metropolitan cities where there are 10 pharmacies within a 1Km stretch. This is 

underpinned by the pharmacy location rules which have created the spread we see in 

Australia of pharmacies.  

The objective is to provide access to medication at an affordable and consistent price to all 

Australians equitably. This is highlighted in an open market scenario for example when there 

are lower levels of competition for example rural/remote or conversely 10 pharmacies co-

existing within a 1Km stretch. It is also highlighted overseas, for example New York residents 

(patients requiring lifesaving medication) are buying online or crossing the border and using 

“personal importation” from Canada to save money creating a black market. 

http://www.cnbc.com/2014/05/23/patients-cross-borders-for-online-deals-on-

medications.html and this also seen with importation from Mexico to US via an unregulated, 

potentially unsafe black market http://www.pbs.org/newshour/updates/mexico-texas-risk-

illegal-trade-prescription-medicine/ where now medication is being sold at the flea market 

due to the opportunity being created by variation in price.  

The pure model of profit maximisation pricing and open market competition cannot be 

applied to medicine and community pharmacy. The current framework in Australia is proven 

and is economically sound, supported by evidence and works.  

 

http://www.cnbc.com/2014/05/23/patients-cross-borders-for-online-deals-on-medications.html
http://www.cnbc.com/2014/05/23/patients-cross-borders-for-online-deals-on-medications.html
http://www.pbs.org/newshour/updates/mexico-texas-risk-illegal-trade-prescription-medicine/
http://www.pbs.org/newshour/updates/mexico-texas-risk-illegal-trade-prescription-medicine/


Banks 

Instability of these pillars of community pharmacy (remuneration, location rules, ownership 

rules etc.) has made banks (a key stakeholder) more cautious about investing in community 

pharmacy. With reducing margins and ongoing changes, financial institutions are putting 

community pharmacy under greater scrutiny. The aforementioned are all weighing in on 

bank expectations and is putting pharmacy owners in jeopardy of breaching undertakings to 

their financiers.  

Banks are an integral part of community pharmacy as they provide the capital to investment 

in the future landscape of pharmacy and in the future of what patients want pharmacies to 

provide. This capital also funds something much simpler than that, it funds the network of 

5500 pharmacies across Australia that is the partnership between pharmacists, the 

government and the financiers to deliver the service of community pharmacy.  

The ongoing change is reducing the appetite of banks to provide the much needed capital 

and to foreclose, causing pharmacies to go into receivership or bankruptcy and is 

threatening to collapse the whole capital investment in pharmacy.   

University Placement 

In recent years, university entrance quotas have increased significantly as well as the 

number of universities offering both a Bachelor of Pharmacy degree as well as 2-year 

Master of pharmacy degree. The increase in supply of university places has lowered the 

minimum required scores to be accepted into university to study pharmacy. This has started 

a trend which we are now seeing, these students are graduating and generally speaking, a 

lower calibre of graduate is graduating and seeking employment as a pharmacist. 

Essentially, we have a situation of an increased quantity but not necessarily at the same 

level of quality. We have also been experiencing this for some time with an influx of 

overseas pharmacists in recent years. Again, with significant variation in quality. While some 

graduates and overseas pharmacists are excellent, others are sub-standard in my 

experience. This is creating a situation where the “people” coming through may not be able 

to carry through the quality of pharmacy services if university entrance quotas are not 

addressed. 

University graduates are also requiring a place to do their internship year. The burden on 

community pharmacy owners to train these pharmacists and essentially upskill these 

pharmacists is becoming a challenge in itself. With a greater number of graduates looking 

for internships and a stretched community pharmacy network, where do graduates 

complete their internship. Further preceptor pharmacists who take on interns are not 

remunerated for their time in passing on the knowledge, experience and expertise to the 

next generation of pharmacists and in an environment of inadequate remuneration, interns 

can be seen as a burden.  

 

 



Pharmacist remuneration 

I also directly attribute pharmacist remuneration/wages to the quality of pharmacist coming 

through and the reduction in entrance scores for a university place to study pharmacy. 

Which high scoring student would want to invest in a 4-year degree costing hundreds of 

thousands of dollars and a year of internship to graduate and earn under $30 per hour? 

With the ongoing cuts to remuneration of community pharmacy via PBS reform 

commencing in 2007, owners have frozen or sought savings in wages to offset these cuts to 

remuneration in order to survive.  

Recently I have personally experienced a pharmacist who was employed in 2007 at $45 per 

hour. Whilst this seemed high then, he was a high calibre pharmacist and could add value, 

therefore we agreed at the higher than award rate. 9 years on the same pharmacist is still 

being paid $45 per hour, significantly less in real terms due to no increase for 9 years. 

Further, the supply of pharmacists has meant that he could be replaced at $30 per hour or 

less. Simply, with PBS reform, increased supply in registered pharmacist and the perfect 

storm of increasing levels of competition, it would be impossible to provide a pay rise in this 

situation.  

This scenario is replicated time and time again across community pharmacy and is driving 

high calibre students away from studying pharmacy and is also creating a demotivated 

pharmacist cohort whom many have decided to leave the industry for better remuneration 

elsewhere. One of my university peers left to complete a short course to become a real 

estate agent where he has a greater earning capacity leaving behind his degree and career 

path of choice.  

Community pharmacy owners cannot afford to increase remuneration to employee 

pharmacists in the current environment, it is simply unaffordable. Pharmacists are 

underpaid and undervalued and this needs to change if a quality community pharmacy 

model is an objective of government. 

Other pharmacy services 

Community pharmacy is also responsible for providing care and managing parts of 

Australian society that others do not even want to talk about or prefer to sweep under the 

carpet. Opioid substitute (Methadone, Suboxone etc.) being delivered from community 

pharmacy at convenient trading hours, reducing social impact of substance abuse and the 

effects of substance abuse such as theft, self-harm and harm of others.  

Further, the offering of needle exchange to reduce the spread of disease in our communities 

and the unsafe disposal of needles in local parks. What value can be placed on these “other” 

services that are silent in the discussion of pharmacy remuneration, location and ownership 

rules. If in fact, a model of profit maximisation was to operate, who would want to service 

the less desirable and labour intense socially responsible services.  

 

 



Schedule 3 (S3) - Pharmacist Only Medicine  

S3 is an underutilised classification of medication. Pharmacist could be the first point of call 

for primary care. Currently these patients are coming to pharmacy who may need to refer to 

a GP or go without due to long waiting times at surgeries. These patients are also often 

deterred by large patient co-payments at GP’s for minor ailments. Some examples of this 

are basic antibiotics for conditions such as urinary tract infection where current pharmacist 

options are limited. Others could be as simple as an ear infection/ache with predominantly 

wax removal products being the only option which are unsuitable for treatment of this 

patient. Having greater options made available via direct consultation without appointment 

with a pharmacist would provide patients a better outcome, increase the efficiency of the 

Australian workforce and population and would be handled professionally by a qualified 

pharmacist.  

Consultation Room 

Over the last 3 years, significant investment by community pharmacy has already 

commenced in the form of a consultation room. My pharmacies have all had consultation 

rooms built as they come up for refurbishment. As other pharmacies refurbish, more and 

more are including consultation rooms to provide the environment for primary patient care. 

With support in the form of remuneration and growth of S3 medicines, the consultation 

room could be the place where patients visit first.  

Pharmacy can provide services in this room but at present there are insufficient funds to 

warrant or justify a full time pharmacist for this consultation room. At present the 

opportunities are wide spread throughout the day and require a greater frequency to justify 

the employment of a dedicated pharmacist. If more opportunities to complement services 

like Medscheck were made available, pharmacies could provide more services. 

The pharmacy would need to be remunerated for this service and would reduce the burden 

on GP’s who could practise at a higher level of practise rather than on minor ailment and 

primary care. GP’s may want to make this about a turf war but I see this about the patient 

and better outcomes. On many occasions, I have experienced in my practise the need for a 

simple solution that is only available on prescription. This has led to a referral to a GP 

costing Medicare $38.50 in a consultation fee and costing the patient time only to return to 

the pharmacy to have the prescription dispensed on the PBS.  

With proper protocols in place with a qualified pharmacist, an over the counter S3 

recommendation could solve the issue which is clearly a better patient outcome and less 

burden on the healthcare budget. One less person in the GP waiting room means the GP 

could spend more time on chronic patients with a goal of better long term health outcomes, 

a higher level of practise and further savings delivered to the healthcare budget. 

Sharing the healthcare budget more equitably and an investment in community pharmacy is 

required. I am optimistic in the opportunity of the remuneration review and the time the 

panel has taken to see the value that community pharmacy can add to healthcare. 



Investment in patient health at the community pharmacy level would save the public purse 

significantly in areas such as Medicare in GP clinics and expenditure in public hospitals. This 

would also provide an environment where GP’s could practise at a higher level of expertise 

delivering long term goals rather than in areas such as 6-minute medicine.  

Electronic Health Record 

The future of healthcare in pharmacy will need digitalisation of patient health records to 

enable complete and accurate information on patient history. Commonly, patients are 

discharged from hospital and pharmacist spend a great deal of unremunerated time to 

follow up discharge records. The statistics on patient misadventure after hospitalisation is 

un-Australian and is directly a result of archaic communication from hospitals to other 

health care professionals. Patient Controlled Electronic Health Record (PCEHR) is an 

initiative community pharmacy could implement efficiently.  

Community pharmacy in the past has managed such initiatives on behalf of government 

such as the digitalisation of Medicare and Concession benefits. Community pharmacy could 

have all Australians set up with a PCEHR and this would create a patient centric centralised 

location of invaluable patient information and history allowing for better data driven 

decisions to made for better patient health outcomes. I am absolutely confident this would 

also create a platform for information sharing of basic elements such as pathology results, 

discharge medication profiles and simply a collaborative approach to patient health care.  

A patient centric electronic health record will have multiple levels of benefits across the 

healthcare network. This could see a shared platform reducing doctor shopping to minimise 

harm and abuse, reduce patient confusion due to greater clarity and sharing of information 

and reduce unnecessary government expenditure in duplicated pathology and associated 

costs.  

Some of these may seem to be the blaring obvious benefits, but the benefits are amplified 

when the platform becomes a reality, for example, a patient presenting at the emergency 

department of a hospital will no longer need to provide a medication history, allergies, 

pathology results or recount of recent interactions with other healthcare professionals 

including specialists and GP’s, particularly at a time the patient may not be in a condition 

physically or mentally to do so. The triage nurse would have all the necessary information 

on the e-health record, reducing time taken and need for resources.  While a cost saving 

measure, this also reduces the need to go through this process which is of value to patients.  

Community pharmacy already has in place a number of other electronic platforms, the 

infrastructure and the implementation track record exists. Programs such as ProjectSTOP, 

MedsAssist and Guildcare or equivalents are already in all/most pharmacies. The electronic 

health record could even potentially run as an extension via the major pharmacy software 

providers such as FRED, Corum, Simple or others who currently all communicate with 

Medicare as part of the PBS claiming process. This electronic recording platform would also 

be suited to recording any S3 interactions a pharmacist has with a patient, similar to the 

way GP’s record in Medical Director (MD). 



Conclusion 

Investment by people like me, my family of pharmacists and pharmacists in our group is 

underpinned by the ownership and location rules. The community pharmacy model creates 

the balance between competition, distribution of pharmacy locations and encourages 

investment of large sums by the private sector to create the network the government needs 

to deliver medication across the large geographic area of Australia. 

Pharmacists are willing healthcare professionals that want to improve the quality of life of 

Australians and have the expertise to do so but need adequate remuneration. With 9 years 

of ongoing cuts and constant change, the financial and personal investment has become 

questionable.  

Investment in community pharmacy is a proactive investment that provides better 

utilisation of government healthcare funds at the first point of call.  


