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Submission to Senate Enquiry 

by Christopher Shenton, Managing Partner, on behalf of Joondalup 

Hospital Pharmacy and Southwest Hospital Pharmacy, Bunbury, WA. 

 

 

Supply of chemotherapy drugs such as Docetaxel 

The application of accelerated price disclosure arrangements to chemotherapy 

drugs on the PBS has resulted in large reductions in the price paid by the 

commonwealth for chemotherapy infusions. Since October 2010 there have been 

significant reductions in the price of many of the significant medicines used in 

cancer care. These reductions have created savings to the commonwealth of over 

$200 million. The method of price disclosure was designed for oral medicines 

typically dispensed in community pharmacy and does not suit the hospital 

chemotherapy market. 

Chemotherapy agents such as docetaxel are extremely toxic in their own right. 

This requires significant vigilance of the clinical appropriateness of doses.  This 

also means that the dose must be extremely accurately measured and health care 

workers must be protected from exposure. They are also sensitive to temperature 

and dilution meaning that prepared solutions have a short shelf life. This means 

that the preparation of infusions must be done in controlled environments with 

highly skilled staff. This is specialist work that requires significant capital 

investment and training. 

Some pharmacists have invested in facilities and training on-site and others use 

third party providers to compound the chemotherapy infusions. The choice to use 

a third party provider is based on assessment of risk to staff and the significant 

investment required to install a compounding suite as well as the ongoing costs of 

monitoring and accreditation.  Third party providers have flourished in Australia 

the best known are Baxter Pharmaceticals and Pharmatel Fresenius-Kabi (PFK).  

In 2010-2011 there were some 350,000 outpatient chemotherapy admissions in 

Australia. On average each patient has at least 2 chemotherapy medications 

infused per visit. Thus over 700,000 infusions were prepared in that year by 

pharmacies or third party providers. 
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Table reproduced from Australian hospital statistics 2010-11 

 

The PBS price disclosure rules are very prescriptive to ensure that all volumes and 

prices of PBS medicines are included in price reduction calculations. The only 

exceptions are PBS medicines supplied to public hospitals. Presumably because 

the market power of public hospitals will force prices down further and faster than 

the private market would. Supplies of PBS medicines to third party compounders 

such as Baxter and PFK are not exempt from disclosure. Yet these companies 

exert considerable market power in the purchase of chemotherapy medicines.  

Unlike other PBS medicines the supply of chemotherapy is a mix of public and 

private supply. Even though 143,000 services were delivered in public hospitals 

many of these would be supplied by private pharmacies or compounded by 3rd 

party providers.  

Our chemotherapy compounding service supplies two clinics and Joondalup 

Health Campus and St John of God Hospital in Bunbury. Approximately 70% of 

these infusions are delivered to public patients. All of the medicine purchases we 

make for these public patients are price disclosed. 
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*35% market share equates to less than 300 infusions per site per week  for the main 

compounders. This is a very conservative estimate and is likely to be larger. 

Baxter and PFK provide supply to private and public facilities. All medicines they 

source are price disclosed whether they are supplied to private facilities or not. 

When a 3rd party compounder supplies a public facility the volume is disclosed by 

the manufacturer. Therefore the PBS reduction of chemotherapy drugs includes a 

significant amount of public hospital volumes that would otherwise not be 

included if a third party compounder was not involved. 

The EADP price disclosure rules include 

Data relating to the sales of PBS items to public hospitals must be excluded from the data 
submitted.  
 
In cases where an extraction of such hospital data from the rest of the data is complex or 
where an estimate has to be made the responsible person will need to develop an explicit 
and clear methodology which will be maintained as part of the data records and which 
should be available upon request by the Department.  
 
All other sales of PBS items must be included. This includes sales of PBS items to private 
hospitals and over the counter PBS items (whether or not supplied under the PBS).  

 

As stated previously the market power of the third party compounders enables 

them to tender for lower prices than smaller providers such as ourselves. These 

products are then marked up by at least a 10% margin before being onsold to 

pharmacists and public facilities. The intent of the price disclosure rules is that the 

price to the pharmacist is disclosed. In effect it is the price to the 3rd party 

compounder that is disclosed and thus the reductions that are imposed by PBS are 

greater than they would otherwise be. 

Calculations by assumption 

There are numerous third party compounding sites in Australia. Baxter Healthcare 

have and PFK have sites in all major capital cities except Darwin and Canberra. 

Both of these providers have significant market share in both public and private 

chemotherapy. 

If we assume that 35%* of the 700,000 infusions were compounded by the 3rd 

party compounders then over 100,000 public infusions and 146,000 private 

infusions would be compounded this way. If we further assume that compounders 

would, through their tender processes, be able to achieve a 25% margin on the 

generic price disclosed medicines then we can calculate the likely effect on the 

weighted average price. (see appendix) 

We calculate that such a scenario would result in a 12% greater reduction in the 

WAP over that which the price disclosure rules intend. Over $200m has been 
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saved from price reductions in chemotherapy due to price disclosure. If this 

calculation is applied $23m of these price disclosure reductions should not have 

occurred. 

Conclusion 

The private supply of health services to public patients is a proven model in 

Australia that provides effective health care. This method of supply should not be 

compromised by the inflexible application of the price disclosure rules. The effect 

of these rules in chemotherapy is that the PBS reimbursement price drops too far 

and too fast due to the supply of public patients by third party providers that are 

subject to price disclosure.  

This is not a criticism of third party providers, rather a call for the price that is 

disclosed to be that which is supplied to the pharmacist rather than the 

compounding company. Furthermore flexibility in reporting arrangements should 

mean that the final patient supplier is the definition of the price discloser.  

Proper application of the intent of the price disclosure rules will mean a more 

equitable application of price reductions. This will, in part, enable longevity in the 

funding arrangements of chemotherapy infusions under the pharmaceutical 

benefits scheme. 

 

Christopher Shenton 

Pharmacist 

Joondalup Hospital Pharmacy & Southwest Hospital Pharmacy, Bunbury. 

Western Australia 
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Appendix 1. Calculation workings 

Calculations of effect of 3rd Party compounders on price disclosure calculations in the PBS with regard to Chemotherapy infusions. 

          

          Total Infusions 
 

704600 
  

  Expected to be Real disclosure Weighted  
 

  
Separations Infusions* Proportion   Disclosed # of infusions Price Calc 

 Public 
 

143500 287000 41%   0 100450 75337.5 
 

     
Compounder       

 Private 
 

208800 417600 59% Pharmacy 417600 271440 271440 
 

     
3rd pty 0 146160 109620 

 

  
352300 

 
100%         

 Assumptions 
    

  417600 518050 0.881 WP% 

% by 3rd pty Compounder 35% 
       

          

          3rd pty compounder 
margin 25% 

       

          

          if price disclosure of chemo realised $200million >   $ 23,801,757  
 

should have been retained for pharmacy 
  




