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18th October 2016 

 
PSNC Briefing 056/16: PSNC response to Parliamentary debate on 
community pharmacy 
 

On Monday 17th October an urgent question on community pharmacy was raised in the House of 
Commons by Michael Dugher MP. The key points made by the minister David Mowat MP are set out 
below along with PSNC’s responses to them. 
 

 

Clustering 
The minister mentioned the clustering of pharmacies several times, for instance stating that: “Many of the 
establishments are in clusters. In some instances there are as many as a dozen pharmacies within half a mile of 
each other. That is not an isolated occurrence.” He said that 40% of pharmacies are within half a mile of three 
others and that: “It is right that the Government look at that and make a judgment.” 
 

PSNC Comment: We reject the Department’s proposals to use blunt instruments as a crude measure of the care 
provided by pharmacies and to cut funding in the way that it proposes, targeting small pharmacies. Community 
pharmacies that are close together may provide different services or serve different local communities, particularly 
in densely populated areas where different ethnic communities live closely together.  PSNC agrees that there is 
some clustering of pharmacies and in January we offered to work with the NHS and Government to facilitate 
mergers where this can be done, as part of carefully planned reforms. 
 
The Government has not produced any analysis that shows that those living in the most deprived communities will 
not be affected adversely. In September Durham University produced a study showing that more pharmacies are 
found in areas with the greatest health inequalities compared with more affluent areas. This is surely where we 
need them; but this has been ignored by the Government. 
 

 

Pharmacy Closures 
The minister said he did not believe that “anything like” 3,000 pharmacies would close. He said of clusters: “It is 
quite possible that at the end of the review, some of those pharmacies will merge. If that happens, it will not mean 
that provision has been reduced.” 

 
PSNC Comment: More than two years ago the Government’s ambition to close pharmacies was confirmed by the 
Chief Pharmaceutical Officer, when he said that we have 3,000 too many pharmacies. At the end of 2015 the 
Government was clear that its aim was to reduce numbers. The 17th December letter states: “In some parts of the 
country there are more pharmacies than are necessary to protect good access”.  
 
Most recently the Government has retreated from its previously stated aim and said that there is no intention to 
close pharmacies although they “recognise pharmacies may close as a consequence of their proposals”. We do not 
believe this change of position is credible in the face of the approach taken in the proposals. 

 
 

PSNC’s 
Work 
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Pharmacy Income 
The minister stated: “Each establishment [pharmacy] now receives an average £220,000 of margin over and above 
the cost of drugs disbursed.” And that: “Each one gets £25,000 per annum just for being open and for being a 
pharmacy.” 
 

PSNC Comment: Community pharmacy businesses now receive around 90% of their annual income from the NHS 
for the dispensing of prescriptions and provision of other commissioned services and advice. The £220,000 figure 
used by the Minister has to cover the costs of delivering those services including rent and other property costs as 
well as bills, staff and all other operating costs.  
 
The c£25,000 Establishment Payments to which the minister refers are a mechanism through which some of that 
funding is delivered to pharmacies dispensing more than a minimum number of prescriptions; it does not represent 
a payment over and above the agreed funding for the sector for its NHS activities. 
 
Community pharmacy funding comprises fees and allowances plus a capped allowance for retained margin. 
Retained margin is the purchase margin that pharmacies make through drug purchases; it is measured and is part 
of the total funding. Pharmacies have had massive success in driving down medicine prices for the NHS, saving it at 
least £11billion since 2005/06.  
 
The annual funding for community pharmacy has remained relatively unchanged since 2011/12. This has been 
despite massive increases in workload for pharmacies, with prescription volumes growing by almost 18% during 
that period, and considerable cost inflation. 
  
In 2010 the Department of Health commissioned PwC to undertake a comprehensive Cost of Service Inquiry for 
community pharmacy. This showed the costs of pharmacy then to equate to £3.03 per prescription item dispensed 
for the average pharmacy. More than one billion items are dispensed in community pharmacies in England a year, 
equating, on 2010 prices, to over £3billion, ignoring the significant increases in costs since then. The Department’s 
proposals therefore offer funding at a level well below the identified 2010 costs.  

 
 

Pharmacists in GP Practices 
Pharmacists in GP practices are a key focus for the Department, with the minister stating that the commitment to 

recruit 2,000 pharmacists into GP practices by 2020 would “embrace the pharmacy profession and link it much 

more closely to GPs”. 

PSNC Comment: Pharmacists have worked in and alongside GP practices offering advice on medicines use and 
prescribing for some time, so this concept is nothing new. But while there is no doubt that these pharmacists can 
contribute usefully to GP practice work, they are no substitute for the accessible healthcare advice and support 
that community pharmacies offer to local communities. Community pharmacy teams offer healthcare advice 
without any need for an appointment, and see around 1.6 million people every day. The regular contact that they 
have with both patients and the public offers opportunities for healthcare interventions that simply cannot be 
matched by healthcare professionals working in any other location. 

 
 

Integration Fund 
The minister stated: “One of the proposals that we shall announce shortly is a proposal for an integration fund of 
£300 million, which will be used entirely to provide services and pay for pharmacies to provide them. It will be 
informed by the review that is being conducted by Richard Murray of the King’s Fund, and Kettering will benefit 
from those services in just the same way as other parts of the country.” 
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PSNC Comment: The Pharmacy Integration Fund was announced last December.  Its value is £20million in 
2016/17, growing in future, and until now the Government has been clear that it would not be entirely used for 
community pharmacy services.  We understand that the £300million fund will be used over a five-year period with 
initial spending covering the costs of the urgent medicines supply pilot. NHS England has said that it intends to use 
some of the fund in later years to fund pharmacists working in care homes and urgent care centres; neither of 
which will necessarily benefit community pharmacies. NHS England has also committed to spending at least 10% of 
the fund on the evaluation of services.  
 

 

Minor Ailments 
The minister spoke of “a minor ailments scheme, which will be commissioned right across the country so that, by 
April 2018, pharmacists will be paid—over and above any money that comes out of this settlement—for minor 
ailments work on things such as earache and so on.” 
 

PSNC Comment: PSNC’s proposal for a national minor ailments scheme has been explicitly rejected by the 
Government. The service would allow community pharmacists to offer advice and support to patients as well as any 
appropriate medicines; if designed properly it could significantly reduce pressure on GP practices and urgent care 
providers by supporting people to care for themselves without needing to visit their GP.  
 
We fear the minister intends to encourage local minor ailments schemes and at a national level to take forward the 
plan he announced last week which will see NHS 111 callers being directed to pharmacies to purchase over the 
counter medicines for certain conditions. This will simply add more workload onto community pharmacies as they 
have to cut services to manage the funding reduction. 
 

 

Urgent Repeat Medicines Supply Pilot 
The minister stated: “From the beginning of December, all 111 calls for repeat prescriptions will go directly to 
pharmacists, not to the out-of-hours GP service. That is a tangible difference.” 
 

PSNC Comment: This is a pilot only.  The pilot will see people calling NHS 111 for urgent supplies of repeat 
prescription medicines directed to community pharmacies. We are disappointed that this scheme has only been 
commissioned as a pilot. We are also disappointed that it will only cover the provision of urgently required 
emergency supplies to patients who have been referred to a participating pharmacy via NHS 111. The service will 
not cover emergency supplies to patients who visit the pharmacy without a referral from NHS 111 or patients 
referred to the pharmacy by other healthcare providers. 
 
 

Patient Impact of Proposals 
The minister said that he did not believe that patient provision would suffer at all from the changes, and said: “The 
proposals we are setting out in the round are expected to make pharmacy access better than it is now.”  
 

PSNC Comment: The proposed funding reductions will have a significant impact on some pharmacies and their 
patients. Funding for 2017/18 will be set at £2.592billion, a reduction of 7.4% on the current level. Funding for 
2016/17 will reduce from December 2016 to March 2017 to £2.687billion, cutting average pharmacy funding by 
12% compared with the present levels for those four months.  
 
The removal of Establishment Payments will target for the greatest cuts the low dispensing pharmacies in areas 
with the highest health needs. They would see fee income reduced by around 20% next year, at a time when the 
NHS has said that efficiency targets of 4% are too high to be achievable, and has reduced targets to 2%.  
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We expect that pharmacy owners will be forced to take steps to reduce costs. These are likely to include reducing 
opening hours and staffing, and stopping the provision of services they provide free today, such as home delivery of 
medicines and the supply of medicines in compliance aids. We are very concerned about the impact that this will 
have on patients. 
 
 

Savings Made From Community Pharmacy 
The minister stated: “The money that may be saved by the measures we are consulting on will not go to the 
Treasury; it will be recycled back into NHS England. That is what NHS England wants to happen.” 
 

PSNC Comment: We believe that reducing community pharmacy funding will be a false economy. It will limit 
pharmacists’ ability to deliver the benefits that they currently do and increase pressures on GP practices and urgent 
care services. The long term costs of this are likely to far exceed the short term savings for NHS England.  There is 
plenty of evidence that pharmacies can provide care and advice at considerably lower costs than general practice 
or urgent care services, where demands will be diverted as pharmacies become unable to meet patients’ needs.  
 
PwC have this year undertaken for PSNC an economic evaluation of some of the services community pharmacy 
provides, to help the Government make decisions based on information it did not have and had not sought. For the 
twelve services PwC assessed, with very conservative evaluations, the figure for the in-year benefit alone was in 
excess of £3billion, more than the total annual funding for the community pharmacy service.  
 
 

Future Pharmacy Funding 
The minister said: “The package in its entirety, which we will announce shortly, will actually enhance the role of 
pharmacies in providing services”. He added: “The community pharmacy network must move from a model based 
on dispensing to a model based more on services. We are going to help pharmacies to do that, and these proposals 
in the round will achieve that.” He said that pharmacies trying harder to offer high quality services must be 
rewarded and confirmed that part of the package would address quality. 

 
PSNC Comment: PSNC has long called for changes in the Community Pharmacy Contractual Framework that 
would reward community pharmacies for the services they offer and the patient care outcomes they deliver. 
Indeed this was the intention of the contractual framework introduced in 2005, but the Government and NHS have 
allowed us to make only little progress towards this goal.  
 
In response to the Government’s letter of 17th December PSNC set out a number of proposals for service 
development which would enable community pharmacy to enhance its clinical role while also saving the NHS 
money. These proposals have all been dismissed by the Department. We do not believe that the Government’s 
latest proposals for future funding will enhance the role of community pharmacists in providing services; indeed as 
pharmacies will be forced to reduce staffing levels it is more likely to limit their ability to offer services even further 
and so have the opposite effect.  
 
 
If you have queries on this PSNC Briefing or you require more information please contact Zoe Smeaton, PSNC Head 
of Communications and Public Affairs. 
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