
Pharmacy Remuneration and Regulation Review 

Submission by Adrian Lee 

23 September 2016 

Dear Panel Members, 

I am writing to you as a pharmacist proprietor with over 20 years of experience in 
pharmacy. I have chosen to respond specifically to some of the questions posed in your 
discussion paper, and I thank you for your time and consideration of this. I sincerely hope 
that through this process you can obtain a true and unbiased view of the real state of the 
industry, beyond those who would seek to manipulate your opinion for personal gain. The 
industry has a unique offering, and has served the public well for many years, despite the 
constant cost cutting that can only result in poorer health outcomes for Australians. It is 
time that pharmacists are truly valued and appropriately remunerated for the work that is 
done in improving the health outcomes for the people they serve. 

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?  

This question is suggesting that cost cutting by the Government should be expanded to 
include cross subsidises from pharmacies out of the retail income it generates. It seems 
rather hypocritical that this suggestion would go against the very principle that the 
Government has taken as one of its reasons for undergoing the Price Disclosure model. We 
need to move away from cross subsidises, and look at appropriate remuneration that 
recognises the work a pharmacist does. 

5. Is the CPA process consistent with the National Medicines Policy? Is it consistent with the

long term sustainability and affordability of the PBS? Is it consistent with good government 

practice in terms of value for money (for both patients and taxpayers), clarity, transparency 

and sustainability?  

The CPA has practically served to minimise the Government's continual violation of one of 
the very pillars of the National Medicines Policy - maintaining a responsible and viable 
medicines industry. In my opinion it is in place to respond to the ill-informed political 
agenda of brash cost cutting that occurs without regard to the effects that has on the 
industry. Since its inception, the results of the CPA have proven to deliver the Government 
savings in the PBS time and time again. 

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 which 

other parties should be involved? Is there currently an appropriate partnership with these 

other parties, including consumers?  

The Pharmacy Guild is a representative of pharmacy owners - the ones who have their 
livelihoods at stake to form and maintain the network of pharmacies. These people,  

Review of Pharmacy Remuneration and Regulation 
Submission #368; 23-Sep-2016; Adrian Lee



including myself, bear a financial risk in the ownership and operation of this network, in 
order to deliver a service to the public on behalf of the Government. If anyone is to 
negotiate with the Government on what is an appropriate remuneration to the industry, 
then they should also hold a similar financial risk, as any outcomes from negotiation will 
affect this. Any representative negotiating for the pharmacy network should represent the 
collective views of the network, it should be representative of urban and rural pharmacies, 
of shopping strip and shopping centre pharmacies, of independent and banner group 
pharmacies. It is for this reason that groups like Chemist Warehouse should not be allowed 
direct representation. Doing so would invite conflicts of interest as they would seek to 
negotiate for personal gain, as opposed to what would benefit the network. 
 
 
15. Is the ’swings and roundabouts’ approach to remunerating pharmacists for dispensing 

appropriate? Does it lead to undesirable incentives?  
 
 This approach was developed in response to the Government's Price Disclosure agenda, 
which if left at the previous model of remuneration, would have seen pharmacists 
remunerated at unsustainable levels - in some instances a few cents for a script. This 
approach helped to prevent an undesirable consequence, however it is still largely 
influenced by the cost of the medication, which is not necessarily related to the time a 
pharmacist is needed to spend on a medication. 
 
 
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?  
 
I agree that remuneration should more closely reflect the level of effort a pharmacist takes. 
To this, a more sensible approach would be to look at several factors that influence the level 
of effort required of a pharmacist for different types of medications. One approach could be 
to categorise medications on several levels, such as: 
- initial supply vs repeat supply: Medications provided for the first time would require more 
interaction to ensure the patient is aware on how to take the medication as well as going 
through the CMI; 
- chronic vs acute therapy: initial counselling for chronic medications is often more labour 
intensive. This could be segregated into reimbursement levels based on disease states. 
- how much pharmacist-led monitoring is needed: some of the professional services 
currently available in pharmacies could be incorporated into this area, such as monitoring 
blood pressure, sugar levels and INR. This would also include medications which have a high 
diversion and addictive potential. Other services that could come into this are things such as 
Staged Supply of medications. 
- Storage and handling: Again this would incorporate schedule 8 medications, as well as 
those requiring refrigeration. 
A process for determining where a medication is catergorised would be at the time it is 
under consideration for PBS subsidy. There could be an opportunity for manufacturers to 
partially contribute to this remuneration, and include patient support services through the 
pharmacy instead of trying to manage those separately from the pharmacy. A good example 
of this is the inhaler technique check program that GSK used to provide to patients on 
Seretide, a medication used in asthma and COPD. There was a remuneration given to the 
pharmacy when they conducted an inhaler technique check, at the initial dispensing of the 
medication. 
 



Further, these subsidises could help to get medications listed more quickly on the PBS, 
providing quicker access to affordable medications for the public. 
 
 
22. Should the timeframes for payment settlements for very high cost medicines be 

lengthened throughout the supply chain and mandated by Government?  

Lengthening the payment timeframes will provide a partial assistance to pharmacies, but it 
still does not lessen the financial risk that pharmacies take by dispensing these medications. 
The current model does not appreciate the risk a pharmacy takes by ordering in the 
medication. One approach could be to remove the GST on these medications, and in fact 
there should be a more uniform approach taken to remove GST on all medications, as this 
current system has a negative cashflow impact on the pharmacy. Pharmacy remuneration 
does not allow for this burden, and in fact this problem is not well known in the 
Government, despite the fact that their system created this problem in the first place. 
 
 
23. Are there better ways of achieving patient access to very high cost medicines through 

community pharmacy that reduce the financial risks to the supply chain and facilitate 

consumer choice?  
 
As I stated previously, one solution would be to remove GST on the supply of all scheduled 
medications. Currently they are GST free to the end consumer, but not within the supply 
chain. 
 
The other consideration is the financial risk. One solution is for the Government to provide a 
guarantee to the wholesalers against the cost of the medications. This would allow 
pharmacies to order medications and be insured against this risk, and give wholesalers a 
degree of comfort. Ideally this would mean pharmacies could order medications without 
account limits impacting on access. Rules could be fashioned to ensure the guarantees are 
only in effect when the pharmacy is trading solvent, so that the Government did not bear 
responsibility for any financial mismanagement on the part of the pharmacy. 
 
 
24. Given that very high cost drugs are likely to become more common on the PBS, should 

this remuneration structure for hospitals change to more closely reflect the remuneration 

structure of community pharmacy?  
 
Hospital pharmacy remuneration should also be subject to similar scrutiny around matching 
the level of effort with the level of remuneration. Also, the costs of medications paid by 
hospitals pharmacies should be the same as community pharmacies. Currently, hospital 
pharmacies enjoy a sizeable reduction in their medication cost, simply due to how they are 
classified. However the level of effort is not necessarily different to that in a community 
pharmacy. By rationalising the costs to be similar, it would serve to lower the cost to 
community pharmacies which would translate to a reduction in cost to the patient under 
the current model of remuneration. 
 
 
 
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?  
 



As stated previously under question 16, some of these professional services could be 
incorporated into an model of ongoing supervision. In addition: 
- Medications reviews are an obvious fit as pharmacists are medicine experts. 
- Expanding the scope of practice to include a wider range of immunisations 
- Incentivising pharmacies who take up provision of information to My Health Record. This 
type of collaboration will help to give all healthcare providers a complete picture of the 
patient, resulting in better tailored outcomes. 
- Expanding pharmacies to be more involved in screening patients, as they the most 
accessible healthcare professional in Australia. This is applicable across many disease states, 
the largest being type II Diabetes. Other possible areas could be in Atrial Fibrillation and 
Hypercholesterolemia.  
 
 
37. Is cost a barrier to accessing worthwhile health services offered by pharmacy?  
 
More often is the viability of a service that presents a barrier to health services offered by 
pharmacies. Therefore, there should be incentives for providing a range of services, and 
disincentives for pharmacies that do not provide sufficient health services. Perhaps this 
would help to steer pharmacies more towards service provision, instead of focusing solely 
on dispensing. 
 
On this note I would like to comment about the NDSS. I add this here as I think it represents 
a real barrier to patients accessing a valuable health service, namely diabetic supplies. It is 
extremely important to be cognisant of the fact that prior to 1 July 2016, the NDSS operated 
on a ZERO remuneration model to pharmacies that acted as agents. Furthermore, in order 
to remain as agents, pharmacies were forced to indemnify Diabetes Australia against any 
liabilities resulting from the provision of diabetic supplies under the NDSS. This is not only a 
clear case of cross subsidisation, it represents unconscionable behaviour by an organisation 
that was contracted by the Government to provide a service. It amazes me that the 
Government never bothered to look into how Diabetes Australia was providing this service, 
and whether it was being done so efficiently and sustainably. I will draw your attention to 3 
other mishaps by this organisation: 
- a few years ago Diabetes Australia decided it was no longer cost effective to send diabetic 
supplies to agencies (pharmacies) from their own warehouses, so they engaged Australia 
Post to provide this service. However, this meant that the delivery timeframes were 
extended from 2-3 days to up to 7 days. 
- in December 2013, Diabetes Australia announced that their warehouses would close for 3 
weeks, and agencies and patients would need to obtain their supplies from other sources in 
this period. Does this sound like the actions of an organisation that is committed to 
delivering best practice in ensuring patients have access to diabetic supplies? I think not! So 
you are probably wondering what pharmacies did in that interim period. Some chose to not 
have any supplies, and indeed some items available through NDSS were not available from 
the wholesalers. However, the vast majority would have ordered supplies for their patients - 
at a cost to themselves - to then process through the NDSS and subsequently receive ZERO 
remuneration. Do you think this would ever occur under a large corporation model that puts 
the shareholder's interests above everything else? 
- we discovered that Diabetes Australia's internal process for handling items out of stock 
were grossly inadequate. Effectively this meant that some orders that pharmacies placed 
through them were not fulfilled. But hang on, Diabetes Australia was not actually fulfilling 
orders, they were in fact just replacing the stock of their agencies (pharmacies). So this 
meant that if Diabetes Australia did not fulfil an order from a pharmacy, they were then 
profiting at the expense of the pharmacy by not replacing their stock.  
 



Now, post 1 July 2016, the situation has improved slightly. Apologies, actually things only 
improved after 14 July, as Diabetes Australia were unable to meet the deadline to change 
the process on the 1 July, which all parties had previously agreed to. Supplies are delivered 
through the wholesalers, which has decreased the delivery times. Pharmacies are now paid 
$1 for each item supplied. Is this adequate? We should look at all the other cost generating 
factors that contribute to this process: 
- staff time to process orders from patients, collect payments from patients, unpack orders 
- computer terminals which also require electricity and internet access, including PharmX 
access (in order for the point of sale system to communicate with the wholesalers) 
- other costs such as rent, etc 
- copayments from patients are paid back to Diabetes Australia at the time an order is 
placed by the pharmacy. Note that the $1 payment to pharmacies is done 1 month in 
arrears, thus creating a cashflow negative situation. No consideration for this has been 
made. 
Therefore, I put to you, is this level of remuneration commensurate of the level of effort 
that pharmacies undertake in providing this service? Or is this service being cross subsidised 
by other income streams? 
 
 
42. Would the removal of the location rules with the retention of the current state ownership 

rules for pharmacies increase or decrease access and affordability for pharmaceuticals to the 

public? Why and for what reasons?  
 
Operating a section 90 pharmacy means a certain amount of medication needs to be 
stocked, which carries a financial risk that the owner bears. By removing the location rules, 
this could create an oversupply of pharmacies in certain areas and an undersupply in other 
areas, thus decreasing access overall, as it can be argued that in metropolitan areas, access 
to a pharmacy is already adequate. To answer the question on affordability, if you were to 
simply look at the cost to the patient, then you could predict the cost would decrease with 
greater competition. However, this is a cherry-picked and uneducated view, as it does not 
consider the entire cost. By increasing competition unchecked, under the current model the 
service a pharmacy provides would decrease. This would increase the risk of adverse 
outcomes associated with taking medications, as some patients would not either receive 
adequate advice or consideration by the pharmacist due to price being the main motivation 
to drive business (and noting that counselling and advice are not directly income generating 
activities under the current remuneration model). This in turn would increase the burden to 
the Government through increased hospitalisations a greater reliance on the healthcare 
system. Thus the cost would ultimately increase to the public, therefore decreasing the 
affordability. 
 
 
45. If the states and territories were to amend the ownership rules so that any party could 

own a pharmacy, subject to requirements for dispensing only by a qualified pharmacist, how 

would your response to the full or partial removal of pharmacy location rules change?  
 
This question is asking about 2 different things, and needs to be answered separately. In 
relation to ownership rules, amending them to allow any party to own a pharmacy would 
require significant changes in legislation to ensure regulatory bodies could continue to have 
oversight, otherwise this would hamper their ability to regulate how a pharmacy is 
operated. Expanding a regulatory body's jurisdiction would then require any party with a 
financial interest in a pharmacy to also have a working knowledge of the business, as well as 
be required to ensure it is run to the appropriate standard. Without considering this, the 
onus of ensuring the pharmacy is operating to the appropriate standard falls to the 



employed pharmacist in situations where the owner(s) is not a pharmacist. There are 
challenges with this as employed pharmacists are often not responsible for the oversight of 
the business. A delegation could be made to ensure they had the sole authority in making 
decisions regarding the business, but this would potentially transfer financial control of the 
business as well. Thus a practical conundrum is created.  
Another practical issue is how to separate the financial ownership of regulated medications 
with the control and regulation of supply. The Pharmacy Board of Australia’s Guidelines 
would also require a considerable amendment as currently proprietor pharmacists are 
required to have an understanding of the practice of their pharmacy to ensure it is running 
according to standard. 
The current ownership rules ensure that pharmacies are owned by those with not only a 
financial responsibility to the business, they also have a professional responsibility to 
practice according to standard. The potential ramifications of those who practice below 
standard are ranging, from remedial action to court prosecution and potential loss of 
livelihood. So how would a standard be developed and maintained for a non-pharmacist? It 
would be extremely difficult, creating more administration and regulation than what is 
currently in place. 
 
 
47. It has been suggested to the Review that this creates unintended consequences in locking 

pharmacies into specific shopping centres and transferring effective ownership of the 

pharmacy approval number to the shopping centre. Is this a reasonable assessment of the 

effect of the location rule regarding short distance relocation from a shopping centre? 

Should this rule be modified, and if so, why? If not, why not?  
 
 I would agree that this can potentially transfer ownership of the pharmacy approval 
number to the shopping centre, which places the pharmacy in a extremely weak negotiating 
position when discussing leasing with shopping centres. Pharmacies have traditionally paid 
higher rents (per square metre) in a shopping centre than compared with other tenants. The 
Price Disclosure and falling remuneration in dispensaries has placed considerable pressure 
on pharmacies in shopping centres, as the landlord often does not appreciate what is 
occurring, and what is a realistic rental that can be achieved from a pharmacy. One solution 
could be that pharmacy rentals are capped (on a per square metre basis). This could be 
limited to just the dispensary and professional areas, which would encourage pharmacies to 
devote more space and investment in their professional offering. 
 
 
50. It has also been put to the Review that by limiting competition for existing pharmacies, 

the pharmacy location rules raise the profitability of some or all community pharmacies. Is 

this a reasonable expectation of the effect of pharmacy location rules? Please provide 

examples to explain your reasoning.  
 
As discussed previously, profitability needs to be viewed in conjunction with financial risk. 
Also, profitability needs to be considered with the delivery model of medications. I say this 
as medications are not sold openly, or based on the recommendation of the pharmacist. If 
some suggest that there should be open competition, then this would need to be done so in 
conjunction with allowing open selling. Clearly this is an irresponsible option, and goes to 
the lack of consideration of the health of patients by those who would suggest this. The 
current model requires a diagnosis and referral from a doctor to the pharmacy, in the form 
of a prescription. The pharmacist then needs to have adequate stock to be able to allow for 
timely access of medications when the patient needs it. This need is greatly varied and 
unpredictable, and as such requires pharmacies to stock a variety of medications with no 
assurance that they will be sold. 



Those who would view location rules as profiteering have no consideration of the financial 
risk an owner takes to provide this service. Please note that many owners need to make a 
profit in order to earn a living. Therefore, in order for this question to be proper considered, 
if it is not a reasonable expectation for pharmacies to make a profit, those ones putting 
forward this notion should first demonstrate how they are able to earn a living without 
receiving any income, i.e. profit. 
Also, in order to fulfil the NMP and maintain the access that the Australian public currently 
enjoys, the model must have adequate remuneration to remain viable. 
 
 
93. Is there a role for pharmacists to work with patients and other health professionals, 

possibly relating to individual medicines or specific conditions, to better create the data to 

analyse the health outcomes for that particular patient or group of patients, including 

through the use of a patient’s existing My Health Record?  
  
Pharmacists are intimately involved in the primary care aspect of the health system, and 
there are many obvious synergies that could be realised by fostering better collaboration 
between pharmacists and other health professionals. One area is in data, and initiatives 
such as My Health Record would greatly improve this. There are many benefits in various 
areas which could be realised by better data management, such as: 
- timely and current information on patients to help all health professionals gain a holistic 
view of their patient. Pharmacy records would help show how adherent a patient is to their 
medications, and prescriber information would assist pharmacists in determining the 
appropriateness of medication regimes based on the doctor's diagnosis. 
- better regulation of supply: oversupply of medications would become very apparent. 
Oversupply could be due to stockpiling of medications, or other things such as diversion. 
- better medication reviews due to more information available in one location. 
Please note that the pharmacy network is already able to provide information to help 
populate health records, in fact this process is in place today as seen by the direct link and 
data exchange already occurring between each pharmacy with a PBS approval number and 
Medicare. 
 
 
98. Are there appropriate standards for the dispensing of medicines and delivery of services 

by community pharmacy? If so, are these standards being upheld? If not, how could the 

current standards be improved?  
  
Yes, there are appropriate standards currently in place. I believe there should be more 
prescriptive guidance around what are adequate workloads, but they would need to take 
into account the differences between pharmacies. I also believe there should be greater 
regulation in compounded medications to ensure that medications delivered are of the 
same standard of quality that is seen in ARTG products. I also believe that there should be 
greater regulation on complementary health products which include vitamin and mineral 
supplements. The pharmacist holds the trust of the public and must be careful to maintain 
that trust by always using an evidenced based approach to providing any advice and product 
in conjunction with any advice given. 
 
 
 
 
 



113. Are the current restrictions on the sale of schedule 2 and 3 medicines an appropriate 

balance between access and health and safety for consumers? If not, how could this balance 

be improved?  
   
The main issue lies in the education of the public about the provision of scheduled 
medications by pharmacists. Access to supply is certainly a factor, but where there are 
potentially disastrous consequences with inappropriate use, the ability for the public to 
speak to a healthcare professional about their needs is a valuable asset that should be 
retained. For schedule 3 medicines, this requires a further determination and professional 
judgement by the pharmacist as to whether supplying the medication is appropriate. This 
schedule has a unique place in primary healthcare, where the access to the medication is 
balanced with the pharmacist’s role in determining appropriateness and also providing 
advice on use. As stated previously, the education of the public about the reason for the 
existence of these schedules is important, and it is clear by recent social media outbursts 
that some of the public view medicines more as a commodity rather than a service. 
Note there are some differences between states in how scheduled medicines are stored and 
displayed. If a more uniform approach could be developed, this may also lessen some 
patient confusion around access to scheduled medications. For example, schedule 2 
medications are required to be stored out of public reach in VIC and QLD. 
 
  
  
 Finally, to the Panel members I hope I have been able to convey my points concisely and adequately 
across to you, and if required I am happy to be contacted for further clarification. I look forwards to 
the draft paper release in March 2017, and wish you all the best with the task at hand. 
 
 
 
Yours Sincerely, 
 
 
Adrian Lee 
B.Pharm M.Com MAICD 
 

 
 

 
 




