Pharmacists’ cosy cartel needs dose of reality 
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SO, here we are again. A Coalition government is back in Canberra, with the same union-busting, free-market messages in addition to one heck of a new target — ending the age of entitlement. Yet, in a case of deja vu, one union behind one industry in Australia has done a clever job of removing itself from the dartboard of reform. 
At the Pharmacy Guild, white coats seem to offer them neat camouflage. But don’t be fooled by this or the sweet-sounding “guild” label. These are bolshie unionists with more political clout than any blue-collar union in Australia.
Add an irrational dose of sentimentality from politicians and you end up with a pharmacy cartel — an entitlement racket if ever there was one.
A decade ago, this column implored then prime minister John Howard to put aside sentiment and kick-start real reform of the protected pharmacy industry.
Alas, nothing came of it. To be sure, there was a tiny bit of tinkering here and there so the government could say it did something, but sentimentality triumphed.
For more than 15 years now, governments of both persuasions have failed to reform the rules that regulate the more than 5000 pharmacies to make them more competitive, more efficient and, most important, to provide better services for consumers.
Consider the facts of this racket. Few other unions get to entrench a cartel in a bilateral agreement with the federal government every five years. It’s called the Community Pharmacy Agreement. But, again, don’t be fooled by the salubrious title. It’s more like a five-year Cartel Pharmacy Agreement. Applying truth in labelling, the Cartel Pharmacy Agreement stipulates PBS pharmacy location rules for the establishment of new pharmacies and the relocation of existing ones.
So if you have a pharmacy around the corner providing you with rotten service, that lousy service is protected from competition opening up on the other side of the road. It’s a neat protection gig if you can get it.
State and territory laws also help entrench the pharmacy cartel with competition stifling ownership rules — only a registered pharmacist can own a pharmacy.
The only problem is the rest of us can’t get this kind of protection. A qualified lawyer can hang up a shingle wherever they choose. And as Terry Barnes, the former senior policy adviser to Howard government health ministers, has said: “Can GP practices only be owned by medical practitioners? No.”
Writing in the Centre for Independent Studies Policy magazine, Barnes asked: “Can competition from other GP practices be beaten off with the force of a signed agreement with the commonwealth government on Medicare eligibility? No.”
And then consider the complicated, double-dipping system of dispensing fees set out in the Cartel Pharmacy Agreement paid to pharmacists for simply doing their work, filling patient prescriptions.
Consider the unseen costs of this cartel to young pharmacists who want to own a pharmacy but can’t afford to pay the cartel-inflating capital prices. Those costs are felt particularly by the thousands of female pharmacists behind the feminisation of the pharmacy industry.
For a union with chutzpah, none of that matters. Instead, in 2011, the guild was excited about a new deal with Blackmores where pharmacy members would push Blackmores dietary supplements to customers filling common prescriptions. No wonder the guild was excited: Blackmores’ chief executive Christine Holgate said the “Coke and fries” deal would provide pharmacists with a “new and important revenue stream”. Only when the public expressed outrage did the guild back down.
More chutzpah earlier this year when some of Australia’s biggest pharmacy chains complained about the high rents they paid in shopping centres. The Pharmacy Guild’s Greg Turnbull described these poor pharmacists as “rent hostages. They can’t move and they can’t afford to stay.” It was a hilariously disingenuous remark given the guild is responsible for the anti-freedom location rules that stop a pharmacist moving locations and protect pharmacists from competition.
The call for pharmacy reform has been constant and wide-ranging. In September 2004, the Australian Consumers Association found, following its investigations into service, that consumers often received poor advice from pharmacies.
In 2005 the Productivity Commission reported that “whatever the benefits, pharmacy restrictions potentially impose large costs on consumers, taxpayers and the wider community” and it recommended the government review restrictions in the pharmacy sector in time for the renegotiation of the next pharmacy agreement. Nothing much happened. Instead, another five-year deal cemented the pharmacy industry’s cartel.
In 2012, the Productivity Commission’s then chairman Gary Banks set out the commission’s “to do” list, which included the hard political nut of pharmacy restrictions. He said while around two-thirds of the commission’s recommendations had been accepted and (more or less) implemented, there had been “important omissions and ‘blind spots’.”
Pharmacy reform is one of them. Citing Samuel Johnson’s famous line that the prospect of hanging tends to concentrate the mind, Banks said that competition likewise “drives both innovation and ‘creative destruction’, the dual determinants of a country’s overall productivity performance.”
And still there are no signs the Abbott government intends to blow open the pharmacy cartel. Health Minister Peter Dutton expects the negotiation of the next five-year Cartel Pharmacy Agreement will start any day, with the current one ending in June next year. The pharmacy union will demand the cartel remain in place. The government of the day will likely accede to the union demands.
If a blue-collar union made such demands, the Prime Minister would likely frown at a cosy arrangement that allowed a cartel to thrive to the detriment of consumers. Employment Minister Eric Abetz would surely rail against the thuggish behaviour of the union. Other Coalition ministers would tell us there was no room for such outdated industry protection in a modern economy.
Instead, when the men in white coats ask for protection, the Abbott government shows all the signs of rolling over. That’s a shame. As Barnes wrote a few years ago, “Retail pharmacy is a classic case of determined interests using their political power to resist and deter rational policy change.”
In other words, union power rarely benefits the community and the sentiment of politicians is a poor substitute for sound policy.


