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Re: Review of Pharmacy Remuneration and Regulation. 

I am Dr. Andrew Gray, a pharmacist of 16 years' experience. 

Firstly, the Government needs to understand that the Pharmacy Guild speaks only for a 

narrow section of the pharmacy industry. It does not speak for the majority of pharmacists, 

who are employees working in community pharmacies directly serving the public and 

administering the PBS. Neither does the Guild speak for a large number of pharmacy 

owners that are not its members. The Guild often acts contrary to the will of employee 

pharmacists. For example, it recently made a submission that employee pharmacists should 

be remunerated less.  

I wish to discuss some key areas in which the current model of pharmacy remuneration has 

become deeply flawed. 

Pharmacy remuneration and pharmacists 

The current model of pharmacy remuneration places complete faith in 'trickle-down 

economics', and as such, it is a failure. 

Employee pharmacists have been rightly dismayed at the emergent pattern of remuneration 

from government. Over the last 15 years, the government has -- with the best of intentions -- 

paid various new fees and incentive payments, to cover specific new labour tasks mostly 

undertaken by employee pharmacists. Over the same period, these tasks have increased 

employee pharmacists' workloads, but their pay has decreased both in real an nominal 

terms. Pharmacy owners have absorbed these fees and incentive payments into their own 

profits, without passing on the monies to workers in any accountable way. 

Instead, employee pharmacists have been paid according to the vagaries of the prevailing 

jobs market. There is no indexation between pharmacy remuneration and pharmacist 

remuneration, as there should be. 

This disconnect has been sustained due to the progressive super-saturation of the 

pharmacist jobs market, assisted by the vast expansion in the number of Australian 

universities producing graduates. At the same time, there has has been no real growth in the 

number of pharmacies (due to legislative restrictions), despite great increases in Australia's 

population size and age. 

Employee and other non-owner pharmacists have been keen to offer new and beneficial 

professional services. However, this is stifled by the current funding arrangements. 

Employee pharmacist pay has lagged well behind that of other health professionals. It is 

reasonable for employee pharmacists to expect be paid according to their high levels of skill, 

expertise, training and responsibility. The presence of a working pharmacist at a pharmacy is 

a legal linchpin too: without one, pharmacies are not permitted to trade at all. 

Pharmacy expenses and overheads 
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On pharmacy remuneration, consideration needs to be given to the expenses and 

overheads that need to be borne. Some large expenses are artificial products of the current 

regulatory milieu, and might not be absolutely necessary for providing a good quality public 

health service. It is questionable whether it is in the public's interest to support these 

potentially unnecessary expenses. 

 

1. The purchase price of pharmacy businesses. 
 
Restrictions to the issuing of PBS Approval Numbers (i.e., the licences to claim 
monies from Medicare) has brought on an artificial scarcity of viable pharmacy 
businesses. This scarcity has greatly inflated purchase prices of pharmacy 
businesses. Small pharmacies typically cost $1 million - $2 million, larger ones $7 
million-$10 million or more. The money to pay these amounts almost invariably 
comes from debt, and pharmacies have to service and repay these debts, accounting 
for a very significant proportion of remunerative income. Banks and non-bank 
financiers are profiting greatly. 
 
A related artifact is that, whenever pharmacy remuneration increases, the purchase 
price of a pharmacy (and associated debt liability if the pharmacy changes hands) 
also increases. 
 
For pharmacists, the huge cost barrier has created a 'have- and have-not' class 
stratification. Some of the 'haves' have harvested profits and expanded their 
pharmacy empires beyond the intentions of legislation, exploiting loopholes and 
using dubious ownership gambits such as bogus 'puppet' owners, 'back-filling', 'de-
mutualised friendly societies', etc. which hardly ever seem to be addressed 
adequately by authorities. Wealthy pharmacy owners are now sufficiently funded to 
overcome anti-clustering location rules, by 'playing location leapfrog'. 
 
Doctors would be scandalised if they were forced to pay $1 million - $2 million to 
another practitioner to gain a licence to claim monies from Medicare, as registered 
pharmacists are required to do. (Doctors would also be scandalised if they were not 
permitted to charge an unlimited 'gap' to patients, like pharmacies). 
 
Surprisingly, the Australian health laws very freely permit new pharmacies to be 
established by pharmacists in a virtually unrestricted and inexpensive manner. 
However, it's at the point of becoming a recipient of Medicare remuneration that this 
prospect is blocked. If the government feels that the establishment of pharmacies 
should be restricted in some way, then it would be much more appropriate that this 
be done at the higher level of pharmacy approval, rather than by excluding legally-
established pharmacies from Medicare remuneration. 

2. Corporatisation of the pharmacy industry. 
 
Despite the intentions of pharmacy ownership laws in maintaining community 
pharmacies as independent small business, large parts of the industry have found 
ways to form large corporate management structures. This has created the 
phenomenon of the 'head office', a new layer of expenses that must be borne from 
pharmacy remunerative income. Far from being 'mom and pop' setups, these head 
offices employ in-house HR, administration, advertising, merchandising, accounting 
and legal staff (whose brief is to scour legislation for loopholes that can be exploited), 
as well as incurring rents. There is also an emergent 'CEO' class of executives. 
These entities are sometimes formed via 'banner groups', acting as proxies for 
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pharmacy owners. This is all funded off the labours of pharmacy shop staff. 
 
In recent years, corporate pharmacy has been indulging in big-ticket marketing, 
funnelling large amounts of pharmacy money towards saturation media advertising, 
celebrity endorsements, major sporting team/event sponsorships including AFL 
football, tennis and horseracing, top-level sports prizemoney and newspaper and 
catalogue spam. 
 
Some prominent pharmacy groups have engaged in blatant predatory pricing 
practices across large numbers of stores, and owners frequently engage in price 
wars. 
 
If pharmacy owners weren't custodians of around $9 billion in taxpayer funds each 
year, then these acts might be a little more acceptable. That employee pharmacist 
pay has dwindled to close to the level of unskilled workers is testament to the effects 
of a lack of oversight, transparency and accountability that has been expected of 
pharmacy owners. 

Possible areas for reform for consideration 

 

Greater fairness in pharmacist pay and medicines pricing might be able to be achieved if it 

was mandated that owners of PBS Approval Numbers were made to publicly disclose annual 

profits, as well as the wages paid to employees. 

 

With purchase prices of pharmacies with PBS Approval Numbers being so high, and the 

public effectively being major stakeholders, it would be appropriate and in the public interest 

if pharmacy sale prices were publicly disclosed. 

 

I believe a review should be undertaken into the influence of non-bank financiers on 

pharmacy operations, especially pharmaceutical wholesalers, 'banner groups', other 

pharmacists that own pharmacy chains, and non-pharmacist individuals. A review should be 

undertaken into the level of management control that is now commonly signed over by 

pharmacy owners to 'banner groups'. These things are all going unchecked; it seems to 

satisfy authorities that, so long as 'all the forms are filled in correctly', with a registered 

pharmacist's name is listed as proprietor, then all is well. Further to that, a lot of pharmacists 

now hide behind a corporate veil on the pharmacy ownership register, the owners' true 

identities being kept secret. This defeats the purpose of the register. 

 

A review should also be undertaken into historic MedsCheck funding. 

 

A review should be undertaken into severe levels of drug supply shortage in recent years. 

Manufacturers of all TGA-approved (not just PBS-listed) medicines should be mandated to 

provide true and timely explanations, in case of drug shortages. 

 

My view is that some protection should be afforded to rural and remote pharmacy services, 

in order to maintain their viability for serving the public in those areas. 

 

Conclusion 
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In conclusion, current levels pharmacy remuneration probably would be sufficient to provide 

a good health service to the Australian public. However, various flaws in the system impinge. 

High workloads and unchecked remuneration for employees is leading to dissatisfaction, low 

productivity, low morale and a brain drain from the industry. This is resulting in a decline in 

the quality of service received by the Australian public. A large amount of pharmacy 

remuneration flows directly to financiers, due to the artificially inflated prices of pharmacy 

businesses resulting from PBS Approval Number restrictions. A lack of oversight, 

transparency and accountability on pharmacy owners, as custodians of billions of dollars of 

taxpayer funding, has resulted inappropriate acts of largesse in marketing and at 

management levels. The system is in need of reform, and multiple stakeholders -- not just 

the Guild -- should be involved in shaping the remuneration model with the government. 

 

Postscript 

 

What I've written may appear to paint pharmacy owners in a negative light. Many pharmacy 

owners are actually good corporate citizens, fair and provide good workplace conditions and 

wish that they were able to remunerate employees better. I have referred mainly to some 

growing trends in the industry, which now directly affect a large number of employee 

pharmacists and their patients. 

 

Yours sincerely, 

 

Andrew Gray 

BPharm BPharmSc(Hons) PhD 

Pharmacist 

 


