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Pfizer Australia 
38 - 42 Wharf Road 
West Ryde NSW 2114 

23 September 2016 

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

via email: pharmacy.review@health.gov.au 

Dear Professor King, 

RE: REVIEW OF PHARMACY REMUNERATION AND REGULATION 

Pfizer Australia recognises that the Review of Pharmacy Remuneration and Regulation represents an important 
opportunity to ensure community pharmacy is regulated and remunerated under a model that is fit-for-purpose so 
that Australian patients have reliable and affordable access to medicines, now and into the future.  Pfizer 
Australia fully supports this Review and thanks the Review Panel for the opportunity to make a submission. 

Pfizer Australia is one of Australia’s leading providers of prescription medicines and consumer health products. 
We manufacture and deliver medicines and vaccines that millions of Australians use every day to live longer, 
healthier and more productive lives.  We are proud of the active role we play in Australia’s health system and the 
wider contribution we make as an innovator, employer and manufacturer. 

Pfizer Australia is currently the only major pharmaceutical manufacturer in the country that uses a direct 
distribution model (“Pfizer Direct)” to sell prescription medicines into community pharmacies.  Thirteen percent of 
all PBS medicines distributed to community pharmacies across the country go through Pfizer Direct.  This 
experience provides us with a unique perspective on pharmaceutical wholesaling, logistics and distribution 
arrangements in the Australian context.  

Accordingly, Pfizer Australia’s submission (Attachment 1) is structured in two parts: 

 Part 1 provides an overview of Pfizer Direct, including information on its establishment, performance and
the unique benefits it has provided patients, pharmacists and taxpayers.

 Part 2 responds to a selection of relevant questions posed by the Discussion Paper in the ‘Wholesaling,
Logistics and Distribution Arrangements’ section by challenging the existing supply paradigm.

Pfizer Australia is a member of Medicines Australia (MA), the peak body representing innovative pharmaceutical 
companies in Australia, and the Australian Self Medication Industry (ASMI), the peak body representing 
companies involved in the manufacture and distribution of consumer healthcare products in Australia.  Pfizer 
Australia was involved in the preparation of both MA’s and ASMI’s more extensive submissions to this Review. 
We support the analysis and recommendations contained within each. 

Thank you again for the opportunity to contribute to this Review.  Pfizer Australia is available at any time to 
provide further information to the Review Panel, as required.  

Yours sincerely, 

Melissa McGregor 

Review of Pharmacy Remuneration and Regulation 
Submission #366; 23-Sep-2016; Pfizer Australia
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ATTACHMENT 1 

Submission to the Review of Pharmacy 

Remuneration and Regulation 
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Part 1 - The Pfizer Direct Model 

Context 

Pharmaceutical Benefits Scheme (PBS) medicines are distributed to pharmacies across Australia through a 
number of competing channels.  The majority of PBS medicines are distributed, however, through traditional 
wholesalers under the Australian Government’s Community Service Obligation (CSO).  In line with Australia’s 
National Medicines Policy, the aim of the CSO is to “ensure there are arrangements in place for all Australians to 
have access to the full range of PBS medicines, via their community pharmacy, regardless of where they live and 
usually within 24 hours.”

1
 

Pfizer Australia is currently the only major pharmaceutical manufacturer in the country that uses a direct 
distribution model (“Pfizer Direct)” to sell prescription medicines into community pharmacies.  This means that 
although the Pfizer Direct model upholds the values of the National Medicines Policy, we do not operate under 
the CSO funding pool.  So, unlike traditional wholesalers, Pfizer Direct receives no direct support from 
Government to supply the full range of our medicines to pharmacies across Australia.  

History 

Pfizer Direct was introduced in 2007 and became Pfizer Australia’s exclusive retail distribution channel in January 
2011.  Today, Pfizer Direct distributes thirteen percent of all PBS medicines to community pharmacies across the 
country.  We are proud to have pioneered this unique approach. 

Since our launch, we have worked hard to refine our distribution model by analysing the data collected by our 
automated system and taking on board the valuable and frank feedback from our customers.  This approach has 
helped us continually improve our service delivery.  Last year, for example, Pfizer Australia delivered 99.45 
percent of all orders by the next business day and the overwhelming majority of these orders qualified for our free 
delivery service promise.

2
  In the past three years, Pfizer Australia has twice won the Australian Journal of 

Pharmacy’s Service Provided to Pharmacy award.  Most recently, we were honoured to receive the National 
Pharmacies’ 2016 Supplier of the Year award.  

Unique Benefits 

The Pfizer Direct model provides a number of unique benefits to patients, pharmacists and taxpayers.  One of the 
greatest advantages of Pfizer Australia’s direct distribution model is that it gives our company complete visibility 
of the demand for our products so that we can better manage supply.  For community pharmacies, this translates 
to lower inventory costs and less wastage.  For patients, this helps mitigate against pharmacy level out-of-stocks. 

The Pfizer Direct model also helps to ensure that our PBS-listed medicines are available at community 
pharmacies across Australia.  In fact, Pfizer Australia is the only company that equitably distributes to 5,500+ 
community pharmacies

3
 across our entire product portfolio.  Ultimately, this means that patients—particularly 

those who are serviced by relatively smaller pharmacies and/or those who live in rural and regional areas—get 
the same access to Pfizer medicines as patients who are serviced by larger pharmacies or those located in more 
urban areas. 

A direct distribution model also sharpens our focus on supply chain costs.  We are continually looking for new, 
innovative ways to make our processes more efficient and our record for success in this area speaks for itself:  
Pfizer Direct has realised year-on-year decreases in operating costs since 2012.  Importantly, these efficiencies 
can also create flow-on effects, which benefit the wider health system.  For example, Pfizer Direct’s transition to 
electronic ordering helps to reduce pharmacies’ administration costs.  It also provides a rich source of data that 
can be used to help address systemic issues such as inventory wastage, patient medicine adherence, etc.  
Please refer to Appendix B [commercial-in-confidence] for an example of a current initiative in this space. 

 

                                                             
1
 Commonwealth Department of Health. (2016). Community Service Obligation for Pharmaceutical Wholesalers. Retrieved from: 

www.health.gov.au/internet/main/publishing.nsf/Content/community-service-obligation-funding-pool. 
2
 Please see Appendix A for a detailed table of Pfizer Direct’s key service level KPIs since launch. 

3
 Excepting 16 remote pharmacies (see Appendix A for further details). 



 
 
 

Page 4 

www.pfizer.com.au 
 

Part 2 – Response to Specific Discussion Paper Questions  

(75) Pfizer supply direct and do not provide their medicines for supply through the CSO. Should all 
PBS medicines be available through the CSO, or is it appropriate for manufacturers to only 
supply direct to the pharmacy. 

In line with Medicines Australia’s submission, Pfizer Australia supports competition and efficiency in 
pharmaceutical distribution arrangements.  

As outlined in Part 1 of our submission, the Pfizer Direct model has proven to be a successful alternative to the 
traditional wholesaler model for pharmaceutical distribution supported by the CSO.  As such, we would not 
support a system which required all PBS medicines to be available through the CSO in its current form. 

At the same time, we would also not support moving to a requirement to have all manufacturers to supply direct 
to pharmacy.  Not all manufacturers have the economies of scale required to supply directly to pharmacies (e.g. 
manufacturers of speciality medicines, limited product lines, etc).  Such a requirement would not be consistent 
with supporting a viable medicines industry in Australia, contravening a key value of Australia’s National 
Medicines Policy. 

(85) Could the Government provide either improved wholesale medicine delivery or equivalent 
wholesale medicine delivery at a lower cost to consumers and taxpayers by moving from a broad 
CSO system to an alternative system? 

Pfizer Australia strongly believes that Government could provide either an equivalent or improved wholesale 
medicine delivery system by moving from the current one-size-fits-all approach currently supported by the CSO 
system.  

As outlined in the Discussion Paper, the current CSO distribution system has a number of challenges.  Perhaps 
most critically, evidence suggests that incentives provided under the current funding pool are encouraging 
differing levels of service and pricing

4
, which ultimately undermines the objectives of the CSO.  We believe this is 

due, in large part, to the system’s one-size-fits-all approach. 

Pfizer Direct’s experience demonstrates that an alternative approach can be feasible, and that there are 
efficiencies to be gained for taxpayers and pharmacists, as well as improvements in patient access (as outlined in 
Part 1).  We believe the CSO system should reflect these learnings by embracing a mixed model system.  

In order to uphold the objectives of the CSO at each step of the supply chain, we would propose that the new, 
mixed model system should consider the following changes: 

 Mandating complete transparency of supply chain costs to encourage innovation and efficiencies  

 Adopting a new, cost-to-serve remuneration model (see Figure 1 below) which: 
o More accurately reflects actual supply chain costs by compensating  distributors according to a flat, 

staggered fee based on product category e.g. cold chain, ambient, s100, etc.; and 
o Improves the commercial viability of servicing rural and regional pharmacies by providing an 

additional flat fee to distributors servicing these areas to encourage supply
5
 

 Opening to non-wholesaling distributors as well as traditional wholesalers to encourage competition and to 
ensure government support, that supports equitable access, flows to all pharmacists and patients, regardless 
of the distributor 

 Developing consistent service level benchmarks across the board, which ensure the focus remains on 
equitable and timely patient access at every stage of the supply chain. 

  

                                                             
4
 King, S. et al. (2016). Review of Pharmacy Remuneration & Regulation – Discussion Paper. p37. Retrieved from 

http://www.health.gov.au/internet/main/publishing.nsf/content/7E5846EB2D7BA299CA257F5C007C0E21/$File/Discussion%20Paper%20-
%20Review%20of%20Pharmacy%20Remuneration%20and%20Regulation.pdf  
5
 For Pfizer Direct, the cost to serve a rural/regional pharmacy is more than twice that of a metropolitan pharmacy. Pfizer Australia would be 

happy to provide details of these figures on a confidential basis, if such figures would be useful to the Review Panel’s deliberations. 










