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Glossary
Table 1 Glossary
Term

Definition

ARRC

Age-Related Residential Care

CPAMS

Community Pharmacy Anti-Coagulation Monitoring Service.

CPSA

Community Pharmacy Service Agreement (CPSA) is the
contract between DHBs and pharmacies that came in to force
July 2012.

CPSGG

Community Pharmacy Services Governance Group

CPSOG

Community Pharmacy Operations Group

DHB

District Health Board.

Dispensing

Pharmacy providing patient with a prescribed medicine. Each
medicine is counted as a separate dispensing. Items dispensed
are referred to by some as items.

Dispensing ratio

The dispensing ratio is a measure of how often a prescription is
associated with a repeat dispensing. The dispensing ratio is
calculated as initial and repeat items dispensed divided by initial items
dispensed. We include all items dispensed in our measure.

Initial dispensing

The first dispensing of a medicine that has been prescribed –
this could cover up to three months’ supply of a medicine (a
small number of medicines can be prescribed for more than 3
months).

LTC

Long Term Conditions – a service that pharmacies can register
patients with and receive additional funding for.

Repeat dispensing

The items dispensed that follow the initial dispensing for the
same medicine. There are often two repeat items dispensed per
prescription for long term medicines that are dispensed
monthly.
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Evaluation summary
The structure of the Community Pharmacy Services Agreement 2012 (CPSA) introduced
significant and far reaching changes for the community pharmacy sector. DHBs and
pharmacy, acting through the Central Region’s Technical Advisory Services, commissioned
us to evaluate the changes brought about through the contracting mechanisms introduced in
2012.
We approached this evaluation from a number of directions including a financial analysis; a
qualitative analysis based on interviews and visits with pharmacies and an analysis of patients’
health outcomes. For ease of reading, we write this executive summary both as a summary
and as a self-contained short report.

The previous contract was unsustainable and
out of kilter with emerging pharmacist
professional interests
DHBs are responsible for funding community pharmacy services to approximately 1000
community pharmacies in New Zealand through the CPSA. DHBs faced a substantial issue
under the previous community pharmacy agreement with unsustainable growth for a number
of years. In the last few years before the introduction of the new contract, growth was
running at around at 6 percent per annum and was well beyond the funding track DHBs
were on. The cost of dispensing medicines was crowding out other health initiatives.
Further, additional spending was seen as poor value. In 2009/10 the total cost of dispensing
services was $320 million, of which $82 million was spent on pharmaceuticals dispensed
under the Close Control Pharmaceutical Schedule Rule (Close Control). Of the $82 million
spent on Close Control, $46 million was spent on weekly dispensing.1
Close Control was seen to have provided a mechanism for pharmacies to dispense more
frequently to some patients and as a result, caused an element of over-servicing.2 There also
appeared to be no logical relationship between funding volumes of medicine dispensed and
patient outcomes.
In addition, pharmacists (particularly recently graduated pharmacists) were increasingly keen
to use their professional judgment on clinical matters rather than “putting pills in bottles”.
Without demeaning the critical role pharmacists have in validating and correcting general
practitioner and other prescriptions, pharmacists are increasing eager to exercise more of
their professional training in patient facing roles.

1

https://www.pinnacle.co.nz/uploads/high-level-overview-pharmacy-services-for-prescribers-july-2012.pdf
(accessed July 2015).

2

Ibid.
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The expiration of the previous agreement allowed for significant and far reaching changes to
the community pharmacy funding model to:
•

Ensure a better focus on pharmacists meeting patient need rather than a focus on
dispensing activity.

•

Appropriately align financial incentives.

•

Better utilise the skills and expertise of pharmacists and reinforce their role as an
integral part of the primary care services team.

•

Manage cost growth in a financial sustainable manner.

Discussion and contract development
DHB Share Services clearly worked hard in a difficult political economy to develop and
implement the CPSA with 20 DHBs, PHARMAC and the Ministry of Health to co-ordinate
with. In addition, there are also a number of vocal pharmacy interests ranging from the
Pharmacy Guild to pharmacy aggregators such as Green Cross and a range of pharmacist
leaders and influencers.
Clearly, one of the successes of the projects was establishing a governance group to oversee
the new service model, supported by an operational group to plan, develop and fine tune the
model over the transition period. The Community Pharmacy Services Governance Group
(CPSGG) was tasked with providing a governance role for implementing the new
community pharmacy model during the transition period and ensuring that general purposes
and principles of the agreement were upheld. The purpose of the Community Pharmacy
Services Operation Group (CPSOG) is to oversee the implementation of the CPSA. CPSOG
is tasked with overseeing priority setting, planning, monitoring and implementation of the
national agreement. Both of these groups include DHB, Ministry of Health and pharmacy
sector representatives.

The new contract
The new contract was intended to give the pharmacy sector a significant “nudge” by
changing the contract incentives from a simple payment for a dispensing. The nudge was
multi-faceted and our summary description of the intent of the contract is as follows:
•

Pharmacists would be paid a reduced dispensing fee for repeat items dispensed to
reduce the incentive for unnecessary repeats. CPSGG expected that this reduction in
repeat items dispensed would reduce calls on pharmacist time.

•

Pharmacists would be encouraged to use that time for patient oriented services being,
primarily, the Long Term Conditions (LTC) service. The LTC service is essentially a
medicine adherence service by which eligible patients are identified, enrolled and
managed to encourage better medicines adherence.

•

Pharmacists would also be able to participate in some specific clinical services being
most importantly Community Pharmacy Anti-Coagulation Management Service
(CPAMS) (a warfarin management programme).

Beyond these services, each DHB had a different approach and may or may not have
implemented other patient centric services outside of the CPSA such as Medicines Use
Reviews (MUR) or Medicines Therapy Assessments (MTA).
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The package of changes introduced with the CPSA emerged from the discussion between
the various parties and agreed through the governance mechanisms. The resulting new
service model and funding arrangements included3 three new tiers of services to patients:
1.

Core Services include the provision of initial and repeated medicines for patients along
with appropriate advice and service.

2.

Specific Services include clozapine, aseptic, sterile manufacturing, special foods, anticoagulation service, age-related residential care (ARRC), and Class B controlled drug
services.

3.

LTC services developed to provide greater guidance and funding for the additional
support pharmacists could provide for patients with difficulty adhering to their
medication regime. An eligibility assessment tool was developed to provide consistency
and equity around patient access. Previously, there was little governance and consistency
over who received extra support.
For the LTC service pharmacists are required to identify and provide evidence of
patients with adherence issues before registering them to the LTC service. To be
registered, patients have to reach a minimum score through the eligibility assessment
tool which weights risk factors, such as complex comorbidities and/or medicine
regimes. Pharmacists are expected to support patients to achieve medicine adherence
and develop a Medicines Management Plan (MMP) for them.
The MMP is intended to be a shared record that documents the initiatives the
pharmacist plans to undertake to support the patient, such as educating them about
their medicines, reconciliation and synchronisation of supply, while working alongside
the patient’s General Practitioner (GP) and proactively supporting the patient with their
medications.

There was an important change to the regulatory environment. PHARMAC replaced the
Close Control Rule in the Pharmaceutical Schedule with the Dispensing Frequency Rule thus
allowing pharmacists to decide how frequently they dispense pharmaceuticals if the patient is
on the LTC service. The intention was to give pharmacists the ability to manage patient
adherence and compliance more actively through variable dispensing periods, if registered
with LTC.
The dispensing fee was replaced and other fees were introduced to align funding more
closely to patient care rather than volumes dispensed. The fees introduced include, inter alia:
•

A small Handling Fee.

•

A variable patient service fee based on the patient service category.

•

A monthly fee, per enrolled Service User, for providing the LTC service.

•

Monthly patient fee for a patient registered for CPAMS.

All pharmacists were encouraged to work at the top of their scope of practice by establishing
a new Quality Framework Programme. This included setting aside up to 5 percent of the

3

Ibid.

Page 3

Total Funding Envelope as a quality incentive payment against defined criteria. However,
instead this incentive was not paid directly as a financial incentive but, rather, included in the
general payment pool.

The transition provisions
The proposed “nudge” to the pharmacy sector has some significant implications for
pharmacy owners in particular. The change in contract was correctly identified as significant
and an agreement was reached protecting the interests of pharmacy owners through the first
few years of transition.
DHBs agreed an annual Total Funding Envelope of $370.5 million of DHB funding for the
first year of the new agreement, with increases over subsequent years of the agreement (the
lower of either 1.5 percent per annum or the Contribution to Cost Pressure). Thus, DHBs
forewent the expected initial cost reduction resulting from reduced items dispensed.
Implementation to the new funding arrangements was phased over a three year period with a
Transition Payment based on each pharmacy’s market share of initial items that would
gradually reduce as the patient service fees increased.
The three year implementation was split into four stages. Dates and funding details for each
stage were as follows:
•

Stage 1 of the implementation began on 1 July 2012 – the Funding Envelope was
introduced and most pharmacy items dispensed attracted a small Handling Fee and a
Transitional Payment calculated monthly. CPAMS was introduced. At this point,
Transition Payments account for 70 percent of pharmacy funding.

•

Stage 2 began on 1 March 2013 - the LTC monthly Service Fee was initiated at $10.83
per month per patient and Transition Payments account for 65 percent of funding.

•

Stage 3 began on 1 August 2013 – the LTC monthly Service Fee increased to $30 per
month per patient and Transition Payments account for 33 percent of funding.

•

Stage 4 began on 1 August 2014 – at Stage 4, the Transition Payment is set to nil and
pharmacies receive a Case Mix Fees, funding pharmacies a Base Service Fee ($4.38 for
initial and $3 for repeats) with a Relative Value Unit multiplier. The LTC monthly
Service Fee decreases to $20 per month per patient.

For the pharmacy owner, this changing set of incentives was clearly complex and it is likely
that only a small number of pharmacy owners understood the implications of the contract
changes for their business until late in the transition. Prior to CPSA, all that pharmacy
owners had to think about in terms of dispensing fees was a $5.30 fee per item for most
items dispensed, whether initial or a repeat. The table below shows the extent of the
transition payments through the first three Stages.
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Table 2 Phased implementation of the CPSA – summary of all changes
Stage

Summary of key changes

Prior to
CPSA

$5.30 fee per item dispensed for most items dispensed. Includes initial and
repeat items dispensed.

Stage 1

Total Funding Envelope introduced, i.e. capped national budget.

July 2012

Transition Payments account for 70% of funding, independent from the
number of repeat dispensing in the stage.
Most medicines associated with a $1 Handling Fee per item dispensed.
‘Specific’ items dispensed associated with fees per item of $5.30 or more,
representing 13% of items dispensed and includes items dispensed to ARRC.
CPAMS introduced (initially only at a small number of pharmacies) and
funded a $431 Service Fee per year per patient.

Stage 2

LTC monthly Service Fee initiated at $10.83 per month per patient.

March 2013

Pharmacy High Needs Adherence Management (PHAM) monthly $43.32
Service Fee introduced per eligible patient (a subcategory of patients within
the LTC service paid in addition to the monthly LTC Service Fee).
Transition Payments account for 65% of funding.
Funding for CPAMS increased to $489 per year per patient.

Stage 3

LTC monthly Service Fee increased to $30 per month per patient.

August 2013 PHAM Service Fee remained $43.32 per month per patient.
Transition Payments account for 33% of funding.
Funding for CPAMS increased to $540 per year per patient.
Stage 4

LTC monthly Service Fee decreased to $20 per month per patient.

August 2014 PHAM service subsumed into funding model.
– July 2015
No Transition Payments.
Case Mix Fees introduced, funding pharmacies a Base Service Fee ($4.38 for
initial and $3 for repeats) and a Relative Value Unit multiplier.
No change in CPAMS funding.
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CPSA-related financial and dispensing
analysis
We analysed the effect of the CPSA from the perspective of both pharmacy and DHBs as
we had been asked about sustainability of the contract from both perspectives.
As mentioned, a key aim of the CPSA was to make DHB expenditure on pharmacy services
sustainable and slow the rate of expenditure growth. This reduction was achieved and
pharmacy revenue growth (or DHB service cost) was a quarter of the pre CPSA rate of
growth. In the two years prior to CPSA, the average annual growth rate of pharmacy revenue
was 6.0 percent per annum. In contrast during the three years of the CPSA, we observe a
growth rate of 1.6 percent per annum. Real dollar growth being the nominal dollar growth
rate adjusted for inflation is 0.5 percent per annum during CPSA.
All 20 DHBs experienced a lower expenditure growth rate during the CPSA compared with
the two years prior. This is not surprising. In the financial evaluation commissioned by
Central TAS, the established savings to DHBs from the three years of the CPSA is $91
million.4 This savings estimate is based on a PHARMAC forecast of dispensing volumes and
payments under the old contract minus actual expenditure. PHARMAC’s forecast was
completed in October 2011, based on the contract at the time and historical volumes. From
our perspective, this forecast is an appropriate counterfactual to the expenditure with the
CPSA.
At both a pharmacy level, and for DHBs, most financial implications arise from two
influences:
1.

The starting point for the dispensing ratio. The higher the ratio then likely the larger the
change.

4.

The uptake of LTC. The higher the uptake then the greater the revenue to pharmacy.

At the pharmacy level, we observed the following:
•

The number of pharmacies claiming under CPSA slightly increased. The number of
pharmacies grew at 1.2 percent per annum prior to CPSA and grew at a much lower
annual rate of 0.5 percent during CPSA. As a result, the revenue growth per pharmacy
is close to the national growth rate as the number of pharmacies is relatively stable.

•

Average CPSA revenue per pharmacy in the year prior to the CPSA (2011/12) was
$356,000. In the third year of CPSA, average pharmacy revenue was $367,000. Not
surprisingly, this level of increase is in line with the level of increase in the Total
Funding Envelope. However, revenue grew at a greater rate than the number of total
number of items dispensed which, for the pharmacy, means an increase in revenue per
dispensing.

•

The increase in revenue per item dispensed is mostly due to LTC monthly payments
with CPAMS revenue being a small part of pharmacy income only. Also, as dispensing
reduces and with funding fixed to historical dispensing levels, the revenue per item

4
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dispensed increases in value. The number of total items dispensed fell in the first year of
the CPSA – which is the first decrease since the introduction of three monthly (stat)
dispensing in 2004. The total number of items dispensed grew in the second and third
year of CPSA, although at a lower rate than prior to CPSA. The number of total items
dispensed is depicted as the blue line in Figure 21 below.
Figure 1 Items dispensed, initial and total, prior and during CPSA
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We observe the reduction in total items dispensed is due to a reduction in both:
•

The proportion of repeat items dispensed. The rate of repeat items dispensed fell by 6
percent resulting in a dispensing ratio of 1.64 at the start of CPSA to a ratio of 1.53 in
the third year (see Figure 22 below and discussed further in this report). Following the
implementation of CPSA, the dispensing ratio returned to levels last seen in 2005 to
2008.

•

A lower growth rate in initial items dispensed. The average growth rate of initial items
fell from 4.8 percent prior to 1.7 percent during CPSA. We did not expect this fall in
the growth rate in initial items dispensed and it is unclear what caused the fall.

The lower than expected number of initial items dispensed leads to higher than expected
revenue per dispensing, as the entire funding envelope is paid out to pharmacies even with
lower than expected initial items dispensed. In short, there is a small windfall gain to
pharmacies.
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Figure 2 Dispensing ratio, prior to and during CPSA

The dispensing ratio increased a little in the third year of the CPSA (1.53 up from 1.51), but
is still well below the dispensing ratio prior to the CPSA, some of which is explained by an
out-of-stock pharmaceutical.
The increase in dispensing ratio in Stage 4 is reported to be largely due to a small proportion
of pharmacies increasing their repeat items dispensed. In the financial evaluation
commissioned by Central TAS, the author noted “…a number of individual pharmacies have
increased their repeats strongly in response to the changes in Stage 4.” 5
The distribution of revenue per dispensing by pharmacy increased as, prior to CPSA, all
pharmacies were paid largely the same for a dispensing. We observe a significant widening of
distribution of revenue per dispensing over the first two years following the material change
in pharmacies’ dispensing ratio. In the third year, there was little change. There are
significantly more pharmacies with higher revenue per item dispensed when LTC monthly
payments are included. Eighty two percent of pharmacies increased revenue per item
dispensed with the new contract (based on the 719 of the 821 pharmacies claiming from
2011/12 to 2014/15). This calculation includes LTC.

5
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Figure 3 Comparison of average revenue per dispensing by pharmacies, prior to
(2011/12) and in the third year of CPSA (2014/15)
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Average revenue per dispensing, by pharmacy

There is, however, still a wide range in dispensing ratios across pharmacies. During CPSA,
the number of pharmacies with a dispensing ratio over 1.8 reduced. This reduction was a
desired outcome of the CPSA and is a pleasing result. We show the distribution of the
dispensing ratio by pharmacy for the year prior to the CPSA and the third year of the CPSA
in Figure 25. 6 There are, however, still a large number of pharmacies with high dispensing
ratios. The best way to find out whether or not these high ratios are appropriate is for DHBs
to visit those pharmacies at the right hand side of the distribution.

6

Our calculations of dispensing ratio include all items dispensed from the pharmacy. The dispensing ratio
used for the transition payments in Stages 1 through 3 of the CPSA exclude ‘specific’ items dispensed.
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Figure 4 Distribution of dispensing ratio by pharmacy, prior to and in the third year*
of the CPSA
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Pharmacies with a dispensing ratio above 1.8 are reported to have contributed significantly to
the reduced dispensing ratio. The author of the financial analysis commissioned by Central
TAS reported approximately 50 percent of the reduction in repeat items dispensed is
attributable to pharmacies that had a dispensing ratio of 1.8 or more prior to the CPSA. This
50 percent reduction in repeat items dispensed came from a 16 percent of pharmacies. 7
Overall, there was a significant change in dispensing ratios. Also, surprisingly, roughly one
third of pharmacies increased their dispensing ratios.

Uptake of LTC varies by pharmacy which
seems to be a result of pharmacy specific
factors
Monthly payments for LTC began in Stage 2 of the CPSA from. March 2013 with 117,000
registered patients. This number grew slowly until July 2014 to 138,000 (a growth rate of 13
percent per annum). In Stage 4, the number of registered patients slowly reduced. By July
2015, there were 129,000 registered patients (a negative growth rate of 7 percent per annum),
largely because the monthly fee per patient decreased from $30 to $20.

7
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Figure 5 Number of registered LTC patients, and monthly payments

The median age band for LTC patients is 70 to 74 years, compared with 40 to 44 years for all
patients. The charts below compare the distribution of patients receiving items dispensed,
for LTC and all patients. For LTC there are very few children, whereas for the general
population there are a similar number of children receiving dispensed medicines as patients
aged up to 74 (shown by the blue line in the figures below). Older patients contribute more
to the total number of items dispensed and this ageing effect is stronger for LTC because of
the low number of younger LTC patients (shown by the bars in the figures below).
Figure 6 Distribution of items dispensed by age band – LTC patients
Distribution of Dispensing by Age Band - LTC Patients
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Figure 7 Distribution of items dispensed by age band – all patients
Distribution of Dispensing by Age Band - All Patients
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We were surprised at the variation in the uptake of LTC between pharmacies. 4 percent of
pharmacies had no LTC patients and 27 percent of pharmacies had less than 5 percent of
patients registered. The chart below sets out the proportion of patients registered in LTC by
number of pharmacy.
Figure 8 Distribution of percentage of patients registered with LTC, by pharmacy
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Age generally describes a considerable amount of activity in health services and, as discussed
above, age explains many characteristics of the LTC patient pool. However, in this instance,
LTC uptake is not explained by age standardisation. In fact, very little can be explained by
age, as the figure below shows.
Figure 9 Distribution of percentage of patients registered with LTC, by pharmacy:
comparison of un-adjusted and adjusted for age*
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*Age adjusted using 10 year age bands and applying the national age distribution to each pharmacy.
*Time period is January 2014 to December 2014.

Pharmacy size (measured by items dispensed) explains some of the variation in LTC uptake
for the smallest 10 percent of pharmacies. These small pharmacies have the lowest average
proportion of patients registered with LTC. Over Stages 2 to 4 of the CPSA, the proportion
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of LTC patients registered and being paid for under CPSA was 8.7 percent of the total
number of patients receiving a dispensing each month. The national average over this period
was 10.8. There were significant differences by pharmacy:
•

The smallest 10 percent of pharmacies were also more likely not to have any patients
registered with LTC - 27 percent of pharmacies compared with only 2.4 percent
nationally. However, there is no clear pattern between pharmacy size and the
proportion of patients registered with LTC for the remaining 90 percent of pharmacies,
i.e. excluding the smallest 10 percent.

DHB results vary
DHBs’ share of the national budget varies. We observe significant variation in DHB CPSA
expenditure growth rates, with average annual growth rates during the CPSA between
negative 5.8 and positive 4.3 percent. The high rates of expenditure growth by DHB
concentrate in northern DHBs, while most of the South Island DHBs experienced negative
growth rates (see below).
Figure 10 Growth rate in CPSA expenditure for the 3 years of the CPSA, by DHB
(map)

All DHBs had a reduction in growth rate compared with growth rates prior to the CPSA.
Further, the financial evaluation commissioned by Central TAS, reported that all DHBs had
a lower growth rate compared with forecast. The estimated cumulative savings across the
DHBs across the CPSA was reported to be $91 million. 8
At the two extremes:

8
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•

South Canterbury DHB decreased spending by an average of 5.8 percent for each of the
three years. Expenditure per person reduced by 21 percent over three years due to a 19
percent reduction in dispensing ratio. South Canterbury still had the highest expenditure
per person in in 2014/15.

•

Waitemata DHB had the highest increase in expenditure during the CPSA averaging 4.3
percent per year caused largely as a result of the DHB experiencing a 2.9 percent
increase in the number of patients receiving a dispensed medicine.

The average DHB spend per patient ranged between $80 and $127 per patient per year. This
range is (again) primarily due to differences in the number of items dispensed per person,
both initial and repeat items dispensed. Auckland had the lowest spend per person, at $80
per year, and exhibits one of the lowest average ages, low rates of initial items dispensed and
a low dispensing ratio. Even aged adjusted, Auckland still had one of the lowest rates of
initial items dispensed.
Again, South Canterbury’s annual expenditure per person of $127 was the highest. The
dispensing ratio was also the highest in the country, and when adjusting for age, the
dispensing ratio was the second highest despite a 19 percent reduction. The variation in
expenditure per patient by DHB is shown in the map below.
Figure 11 Expenditure per patient by DHB – for the year 2014/15

The figure below shows the distribution in age adjusted dispensing ratio by DHB. We can
see there is a distinct movement towards the mean even though there is still variation.
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Figure 12 Dispensing ratio (age adjusted) per person by DHB, prior to (2011/12) and
in the third year of the CPSA (2014/15)
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We found no pattern in DHB adoption of LTC.

CPAMS is a small but important service
We examined CPAMS in some detail as it is a clinical service provided in pharmacy and
therefore of some significance. Again, we identified considerable variation in uptake partly
due to pharmacy motivation and partly due to DHB willingness to offer contracts. At the
end of Stage 4, there were 134 pharmacies with patients registered with CPAMS. The
proportion of patients dispensed warfarin and enrolled in CPAMS varies significantly across
pharmacies with a median of 48 percent. The mean is significantly higher as there are a
number of pharmacies with over 100 percent of their warfarin patients enrolled in CPAMS,
due to pharmacies enrolling patients that are collecting warfarin from other pharmacies.
There is also a wide distribution in the number of patients on warfarin by pharmacy (see
below). Of the 951 pharmacies managing warfarin, 137 (14 percent) had less than 10 patients
on warfarin and 110 pharmacies service 70 percent of patients dispensed warfarin.
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Figure 13 Distribution of the number patients on warfarin by pharmacy
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We estimate pharmacies need to enrol between 9 and 14 patients on average for a period of
three years to break even. However, we also identify some of the pharmacy cost lines of this
well liked service could be reduced by group buying of consumables and reduction in the
cost of the supporting software.

Feedback from reference sites
In total we talked with 11 reference sites in a variety of settings. We visited pharmacies in
urban settings, several in rural settings, a pharmacy located with a large general practice, a
small suburban high street pharmacy and another pharmacy located in a shopping mall. The
pharmacies were set across 6 DHBs and included a mix of high and low deprivation client
populations. For each of those sites, we met face-to-face with the owner and with other
available pharmacists and sought their views on the positive and negative effects of the
changes. We also interviewed GPs, DHBs and patients.
The feed-back from pharmacists is particularly rich and covers a number of points around
LTC and process of implementation.
•

Clearly, pharmacists under-estimated the extent to which their business would need to
organise itself to meet the challenges of patient centric services. From the interviews, it
is clear to us the response of pharmacy owners to the CPSA is highly varied. For some,
they argue a service like LTC is what they were doing anyway; now they just expected to
write it down and getting paid for it. For others, the changes in funding meant extensive
restructuring. From our visits, it was clear to us some pharmacists had used the CPSA
to more fully understand their clients and to move their services in a patient-centric
manner. Others either had a close relationship with clients because of geographic
concentration already (such as in rural areas) or, alternatively, in a high street situation,
would take a far more transactional approach to LTC.

•

From our interviews, it is clear there is a variable application of the LTC service which
is not a surprise given the “newness” of the activity to pharmacy. This newness was
exemplified in the discussions around note-taking. Some pharmacists considered note-
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taking to be a compliance activity whereas others indicated the note- taking was useful.
The tools for recording patient notes are additions to existing pharmacy administration
systems and are not designed around a patient and therefore are clumsy to use. Also,
pharmacists found it difficult to record as well as talk with patients and the terminals
needed to document were not always be available at the point of patient contact.
•

Pharmacists commented extensively on compliance costs with the first set of issues
being about the requirements for recording. Recording interactions with patients and
management plans were found to add to compliance costs, not all of which were felt
necessary. The management plans came in for particular criticism because they had to
be completed annually. The compliance burden was seen as significant and taking away
from the purpose of LTC service by several pharmacists. For some, the barrier of the
perceived compliance cost was a barrier to participation. This feeling of burden is
amplified by a sense of being underpaid. Thus, in Stage 4, when the monthly LTC
Service Fee decreased from $30 to $20 many pharmacists reacted very negatively. Other
pharmacists regarded the extra money as marginal for the extra work and were not
inclined to make changes to earn that revenue.

•

Those pharmacies we visited that fully implemented patient centric services highlighted
additional staff training was needed and likely had increased the ratio of pharmacists to
pharmacy technicians. Pharmacists did not find the change of role easy.

•

In some instances, there was role specialisation, with one clinically oriented pharmacist
taking the lead on issues such as the LTC service, CPAMS and, in a few instances,
MURs. Pharmacists noted a pharmacy needs pharmacist time to offer patient-centric
services and needs to staff accordingly. For many, this additional staffing or the ability
to spread the additional patient-centric service load meant they were not able to offer
services. This inability to offer services is particularly true of small pharmacies. Our
impression of medium to large pharmacies is the uptake of patient centric services
depends on the pharmacy owner.

•

Also, likely, pharmacies have different standards for note-taking and those notes may or
may not be useful to other health professionals, and certainly would be difficult for
anyone else to access.

•

A few pharmacists commented the change to a service orientation is quite difficult for
pharmacists to come to terms with. The business has been focussed on increased
productivity in dispensing. Now, pharmacists were being asked to focus on patient care,
which meant quite a number of pharmacists needed to learn or refresh the manner in
which they approached patients about medicines adherence issues. Several pharmacists
noted the change was refreshing and also noted the reduction in the number of repeat
items dispensed.

•

Pharmacy space is generally relatively expensive retail space and few pharmacies we
visited were designed with consultation space for patient-centric services. Many of the
allocated patient rooms’ spaces were re-tasked storage spaces.

•

We were very impressed by a minority of pharmacies that had grabbed the opportunity
presented by the CPSA and had gone much further than the expectation of the
contract. These pharmacies were going the extra distance with or without funding.
Going the extra distance might mean sorting out co-ordination issues with local GPs by
spending time in their practice, or making more effort in patient adherence with
patients, or implementing an instance of MedTech to better communicate with GPs.

Page 17

One community pharmacy’s ambition is to offer a full suite of patient centric services
including MURs and MTAs.
•

Some pharmacies we visited were clearly very active in identifying patients suited to
LTC and felt those patients could be identified objectively. Most pharmacists felt they
were generally identifying the right patients being offered LTC service. Pharmacists
noted, however, that patients took to the service in different ways. Higher deprivation
populations seemed to be more amenable to receiving advice whereas complex, high
decile patients were more difficult to talk with, and more confident of their own ability
to manage their health. Not surprisingly, LTC patients varied by pharmacy. There may
be more elderly, or more mental health patients depending on the communities the
pharmacy serves and on the nearby medical facilities. Locally based clientele was
important for pharmacists making the LTC service work and fortunately most of the
LTC patients registered would appear to be relatively constant in their use of one
pharmacy.

•

Pharmacists felt that while typically the patients on LTC were the right ones, other
groups could be added. Mental health patients were the most often mentioned group.
Some felt there could be more stratification of LTC patients with more emphasis on
some types of patients or on particular episodes, such as patients recently discharged
from hospital. Others argued a more in-depth focus on particular diseases might be
more fruitful than focussing with a light touch across all of the LTC population.

•

Pharmacists were mixed about whether they felt the LTC service would reveal itself in
improved health outcomes for patients. Quite a number of pharmacist owners indicated
they did not expect there to be any patient benefit to LTC, as they felt they were doing
the job anyway. Where they felt there was a gain, this was from being more structured
and, also, recording what they were doing.

•

Compliance packaging is on the increase. Some pharmacists noted that patients on
compliance packs were getting largely an LTC service anyway; and if they were not on
LTC then they possibly should be. There is some suggestion patients are now paying for
a service that may previously have been cross-subsidised. We are clear that a small
number of patients previously with compliance packaging are now without.

•

Pharmacists feel they have to do more administration now and feel as if they have the
same (or greater) volumes, but are receiving less funding. The complexity of the funding
model adds to this perception, as many do not know what they are being funded until
they see it in the bank. For some, the Transition Payments hid the true effect of the
CPSA on their business and their reaction was later than need be. From our perspective,
in terms of managing regulatory and contractual change, our view is the opaqueness of
the contract and of payments is highly undesirable.

•

While many attended various training sessions and workshops, many felt that these only
focused on small elements of the change and the sheer volume and frequency of
changes and information made it hard to keep up. These implementation issues and a
complex contract have not helped the relationships with DHBs.

•

Pharmacists recognise there is still work to do in integration with GPs. Some wondered
whether using the same tool as GPs for risk profiling might be better than using the
LTC tool. Most sought better access to the patient record and many cited examples of
how useful links to clinical data repositories were. Remarkably, the facsimile machine is
still alive and well in primary care interactions. This and other issues related to a shared
care record were clearly beyond the ability of many pharmacists to resolve.
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•

Similarly, when we talked to GPs, they indicated their relationship with pharmacists is
unchanged and largely geared to seeking useful information on medicine dosages, or
querying supply, or correcting scripts. A number lauded those pharmacists who came
on-site for reconciliation issues but in all instances there was very little professional
connection other than through alliance meetings.

•

All of the pharmacists interviewed were asked to rate their level of professional
satisfaction to assist with discussion rather than as a parametric measure. There is
substantial variation in satisfaction levels, particularly with the owners ranging from very
low to very high. There is a slight increase in professional satisfaction of non-owner
pharmacists post CPSA implementation. Interview comments were, however, much
stronger and pharmacists specialising in LTC services and CPAMS made it very clear
their professional satisfaction was about providing these services. It would seem that
professional satisfaction is being driven by the focus on providing the patient-centred
services, and that frustration still lies with the contractual and funding mechanisms.

•

We talked with patients of the LTC service. The patients interviewed are all very happy
with their pharmacy services and the key to this was good relationships where
interviewees felt they could trust their pharmacist and pharmacy staff. However, no one
could associate the rapport or satisfaction with any of the changes in recent years (i.e.
introduction of the CPSA), and reported their pharmacists as always being good.

Patients identified but health outcomes don’t
improve
We also investigated whether or not the LTC service has had a measurable impact on health
outcomes through reduced acute hospital admissions. This approach was adopted because of
the ready availability of hospital admission data on a national basis. There remains scope for
further analysis of an impact of the service upon entry to residential care, and potentially to
direct measures of adherence.
Propensity matching techniques were used to create a control group of patients similar to
those enrolled in the LTC service such that meaningful comparisons between health
outcomes could be made. We matched 65,354 patients enrolled in LTC at any time in the
period from January 2013 to 30 June 2013 with control patients (identified out of
approximately 3.2 million individuals in the dataset) and compared acute hospital admissions
in the period 1 September 2013 to 31 August 2014. This time window allowed a period of six
months after enrolment in the service for the majority of the patients in the LTC dataset. We
also considered a separate sub group analysis on exclusively Maori and Pacific patients
following a common pharmacist view that the LTC service could be more effective among
these populations.
The key result was that those enrolled with LTC had a somewhat higher, but not statistically
significant, level of acute hospital admission than the matched patients. There was a
statistically significant higher level of acute hospitalisation among the LTC patients in the sub
group analysis.
Our interpretation of these results it that pharmacies are operating the service successfully
and identifying patients at risk of acute hospital admission. However, there is a question
whether the patients being identified can have their adherence effectively modified by the
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service. It is possible that the patients with the highest level of risk, to whom the service
appears to be effectively targeted, may not be the same as those patients with the greatest
capacity to benefit from the service.

How did the CPSA stack up?
The evaluation framework was developed based on the following intended CPSA policy
objectives. We make a statement of findings against the evaluation framework in the full
report and summarise our views in under the headings below.
1.

Incentivise a patient-centred approach to medicines management through the
development of services that enhance the level of advice and support to highneed patients.
The CPSA introduced LTC services and CPAMS. Uptake, however, was quite mixed
and almost wholly dependent on the pharmacist. Also, when pricing signals changed,
the uptake of LTC dropped rapidly suggesting pharmacists react to the pricing signal
more strongly than to the professional incentive. From our analysis, it is clear to us
pharmacists identified the correct patients for LTC but, also, it is clear to us pharmacists
were not able to influence patients sufficiently for us to see an improvement in patients’
health outcomes.

2.

Enhance the professional satisfaction of community pharmacists through
shifting the focus from dispensing to the provision of professional advice and
support.
From the reference site visits, there is clear evidence of enhanced professional
satisfaction, particularly those with a clinical inclination to want to under-take these
patient oriented services, and more. Also, in each DHB, there appear to be “beacon”
pharmacies, wanting to push past the CPSA, and finding the CPSA both a help and a
hindrance.

3.

Facilitate the increased collaboration of the patient’s multi-disciplinary team in
medicine management and adherence.
The CPSA did not increase collaboration with general practitioners or other health
professionals. Pharmacy relates constantly to general practice but on transactional issues
around a particular script or advisory matters around a medicine. Only rarely did we
observe a pharmacy integrating well with general practice and that was not because of
the CPSA.

4.

Support the sector goal for sustainable community pharmacy services, whilst
delivering value for money for the DHBs.
The contract, in our view, supported pharmacies through considerable change in
income structure with Transition Payments. At the same time, the CPSA resolved for
the DHBs a substantial problem with an unsustainable rate of growth on the old
dispensing contract. The CPSA brings the dispensing contract more in line with DHB
funding paths.
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5.

Adjust the funding model to ensure that funding incentives align with services
that improve medicine adherence, and that expenditure on community
pharmacy stays within a growth path acceptable to individual DHBs.
The funding model has changed dramatically from largely a single dispensing payment
(fee based on volume) to a Case Mix Service Fee of greater refinement and, also,
payments for LTC and CPAMS. Looked at in this light, this funding model allows for a
great deal more useful variation in national pricing structures. We are concerned,
however, that the pricing signals are so dominant. We would be keen to see the
pharmacy profession work towards a quality improvement system similar to GPs
Cornerstone quality programme.

Future considerations
DHBs were remarkably consistent in their reflections on the issues raised by CPSA and these
reflections give the best direction for future development of the CPSA. The main themes for
DHBs are as follows:
•

A sense the early momentum of the CPSA has dropped off, particularly with the price
reduction for the LTC Service Fee in Stage 4.

•

A sense that something has been achieved, particularly with pharmacies getting to know
their patients better and attending to clinical note taking.

•

Strong recognition some pharmacists grabbed the opportunity and in each DHB there
are “beacon” pharmacies undertaking very good work, some of it beyond the scope of
the CPSA.

•

Recognition that smaller pharmacies struggled to step into patient-centric services such
as LTC.

DHBs also acknowledged MURs and MTAs, two other patient centric services they value,
will likely be delivered by clinical pharmacists outside community pharmacy setting.
On issues of integration within primary care, and between general practitioners and
pharmacy, DHBs recognise that on the whole pharmacists and GPs could work together
better and that the CPSA had not been successful in bringing about this connection.
DHBs voiced concern at the growth in compliance packages and queried whether this
practice was necessarily in the patients’ best interest. A number of interviewees referenced
the literature on compliance packaging and felt that literature to be less positive than the
current rate of growth in compliance packaging would suggest.
Lastly, they were also concerned at the quality of clinical pharmacy services in ARRC. In
particular, DHBs felt the connection between patients and the pharmacist/general
practitioner is being lost. Clearly, both this issue and the issue of compliance packaging will
be important for the DHBs to work through both locally, regionally and nationally.
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1.

Introduction

1.1

Purpose

The Central Region’s Technical Advisory Services (TAS) commissioned Sapere Research
Group to undertake a process and outcomes evaluation of the Community Pharmacy
Services Agreement 2012 (CPSA), as required in Part D, D5 of the original contract.
The structure of the CPSA introduced significant and far reaching changes for the
community pharmacy sector. It was specifically intended to:
•

Move the pharmacy funding model to be more patient-centred.

•

Make better use of pharmacists’ clinical skills.

•

Manage cost growth.

While these innovations were a significant step forward, at the time it was recognised there
would need to be continued development in any further iteration of the CPSA.
To this end, our brief was to provide a report documenting:
•

Whether the changes intended by the introduction of the CPSA eventuated.

•

How variable such changes have been.

•

Whether the outcomes anticipated through those changes were realised.

The evaluation is intended to help inform the development of the next iteration of the CPSA
(2016) and continue the journey towards the delivery of patient-centred service solutions by
community pharmacy.

1.2

Evaluation approach

The evaluation was organised into three stages:
1.

Scoping and project planning.

2.

Fieldwork and data analysis.

3.

Synthesis and policy analysis.

The following diagram provides an overview of the sequential steps in our evaluation
approach.
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Figure 14 Evaluation approach
Evaluation Plan

Scoping and project plan

Horizon scan of wider
pharmacy sector trends

Establish an Expert Panel
involving a core group of
stakeholders

Confirm and prioritise
research questions

Fieldwork and data analysis

Interviews with pharmacy
reference sites and wider
stakeholders interacting
with the pharmacies

Financial and dispensing
data analysis

LTC patient outcomes
data analysis

Synthesis and policy analysis

Interpretation of results
and policy
recommendations

Engagement with Expert
Panel

Draft report

Final report

The scoping and project planning stage involved an initial horizon scan of wider pharmacy
sector trends. We interviewed a range of stakeholders to:
•

Help frame the evaluation/research questions.

•

Develop the criteria for selecting reference pharmacy sites.

•

Help develop other aspects of the evaluation planning.

•

Gather expert input to emerging issues and wider pharmacy trends.

A desk-based literature search supplemented the information gathered in the scoping
interviews. A scoping report documenting our initial observations and proposed evaluation
framework was produced for TAS and the Community Pharmacy Services Governance
Group at the end of this stage.
Eleven pharmacy reference sites were visited during August and September 2015. While the
main focus was to talk with pharmacists, we included other stakeholders interacting with the
pharmacies to broaden the range of views. These reference sites provided a good overview
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of stakeholders’ experiences of the changes introduced through the CPSA to date. In parallel,
quantitative analysis was undertaken using both the pharmacy service payment databases and
patient databases.
The results from the fieldwork and data analysis were presented to the panel of experts, who
worked through how to interpret the collected information and determine what that might
mean for potential recommendations for the future CPSA agreement. A draft and final
report was written following engagement with this expert panel.

1.3

Evaluation framework

The evaluation framework was developed based on the following intended CPSA policy
objectives:
1.

Incentivise a patient-centred approach to medicines management through the
development of services that enhance the level of advice and support to high-need
patients.

2.

Enhance the professional satisfaction of community pharmacists through shifting the
focus from dispensing to the provision of professional advice and support.

3.

Facilitate the increased collaboration of the patient’s multi-disciplinary team in medicine
management and adherence.

4.

Support the sector goal for sustainable community pharmacy services, whilst delivering
value for money for the DHBs.

5.

Adjust the funding model to ensure that funding incentives align with services that
improve medicine adherence, and that expenditure on community pharmacy stays
within a growth path acceptable to individual DHBs.

A number of targets were also set for these objectives and these are set out in the detailed
evaluation framework in Appendix 2 of this report. We developed a series of questions to
ascertain whether and the extent to which the policy objectives and targets were met. The
evaluation questions were developed with stakeholders input and prioritised by the expert
panel.

1.4

Structure of this report

This report is structured as follows:
•

Executive summary.

•

Section 1: Introduction.

•

Section 2: The CPSA and its four stages of implementation.

•

Section 3: Payments to pharmacies under the CPSA.

•

Section 4: CPSA effect on DHBs.

•

Section 5: CPAMS financial analysis.

•

Section 6: Pharmacy and pharmacist views of CPSA.

•

Section 7: Patient and General Practitioner (GP) views of CPSA.
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•

Section 8: DHB view of CPSA.

•

Section 9: Patient-centric services and patient outcomes.

•

Section 10: Statement of evaluation outcomes.

The appendices contain a more detailed methodology of our approach to the analysis,
information about each pharmacy reference and a list of stakeholders engaged in the scoping
interviews.
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2.

The CPSA and its four stages of
implementation

The CPSA is the national agreement between community pharmacies in New Zealand and
their local DHBs, and sets out the funding model for pharmacy services. The current
agreement began in July 2012 and details a funding model for services more orientated
towards a patient-centred model, rather than the previous reimbursement per dispensing
model.
We include this chapter in full in the document rather than as an appendix as it is difficult to
fully understand the feedback from pharmacists in particular without a good understanding
of the evolution of CPSA and its four stages.
The general purposes of the agreement established under Clause D5 include: 9

9

•

Give effect to the New Zealand Public Health and Disability Act 2000



To provide for the funding and provision of health and disability support services
as contemplated by the Act.

•

Improve health generally through quality services



To improve, promote and protect the health of Eligible People, and to promote
the inclusion and participation in society of Eligible People with disabilities, by
providing Eligible People with the best quality and most cost-effective community
pharmacy services based on statutory, contractual and professional standards and
codes of practice.

•

Improve health of Māori and other population groups



To reduce health disparities and improve health outcomes by identifying and
targeting the specific needs of Māori and other population groups.

•

Create good working relationship based on mutual confidence and trust



To create a relationship between pharmacies and DHBs which enables pharmacies
and DHBs to work together to achieve the best possible health outcomes while
recognising each other’s legitimate interests.

•

Achievement within funding envelope



To pursue the purposes stated above to the extent that they are reasonably
achievable within the funding envelope for community pharmacy services.

http://www.centraltas.co.nz/assets/Publications/Pharmacy-Documents/Implementing-theCPSA/Community+Pharmacy+Services+Agreement+generic+version.pdf (accessed July 2015).
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2.1

Background and context

DHBs are responsible for funding community pharmacy services to approximately 1,000
community pharmacies in New Zealand through the CPSA.
Pharmacy dispensing costs experienced unsustainable growth for a number of years under
the preceding funding model. In 2009/10 the total cost of dispensing services was $320
million, of which $82 million was spent on pharmaceuticals dispensed under the Close
Control Pharmaceutical Schedule Rule (Close Control). Of the $82 million spent on Close
Control, $46 million was spent on weekly dispensing.10
Close Control was seen to have provided a mechanism for pharmacies to dispense more
frequently to some patients and as a result, caused an element of over-servicing.11 There also
appeared to be no logical relationship between funding volumes of medicine dispensed and
patient outcomes. The expiration of the previous agreement allowed for significant and far
reaching changes to the community pharmacy funding model to:
•

Ensure a better focus on pharmacists meeting patient need rather than a focus on
dispensing activity.

•

Appropriately align financial incentives.

•

Better utilise the skills and expertise of pharmacists and reinforce their role as an
integral part of the primary care services team.

•

Manage cost growth in a financial sustainable manner.

Over the two years prior to the CPSA, the 20 DHBs engaged with community pharmacies to
consider options for change. Initial engagement with pharmacies on a new agreement began
in November 2010, with further engagement between March and April 2011. DHBs,
supported by PHARMAC, then developed proposed funding arrangements to create
incentives for community pharmacies that were aligned with delivering patient-centred
services and were sustainable for DHBs. A final stage of engagement occurred between 26
March and 27 April 2012, when each DHB consulted community pharmacy providers on the
proposed new CPSA.12

10

https://www.pinnacle.co.nz/uploads/high-level-overview-pharmacy-services-for-prescribers-july-2012.pdf
(accessed July 2015).

11

Ibid.

12

Community Pharmacy Services Agreement 2012. Responding to feedback (available on request from Central
TAS).
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The resulting new service model and funding arrangements included:13
•
Three new tiers of services to patients:


Core Services.



Specific Services.



Long Term Conditions (LTC) services.

•

Replacing the Close Control Rule with the Dispensing Frequency Rule.

•

Replacing the dispensing fee with the following two fees to align funding more
closely to patient care rather than volumes dispensed:



A variable patient Service Fee based on the patient service category.



A Handling Fee.

•

Phased implementation to the new funding arrangements over a three year period
with a Transition Payment, based on each pharmacy’s market share of initial items,
that would gradually reduce as the Patient Service fee increased.

•

An annual funding envelope of $370.5 million of DHB funding for the first year of
the new agreement, with increases over subsequent years of the agreement (the
lowest of either 1.5 percent per annum or the Contribution to Cost Pressure
(CCP).

•

All pharmacists encouraged to work at the top of their scope of practice by
establishing a new Quality Framework Programme. This included setting aside up
to 5 percent of the total funding envelope as a Quality Incentive Payment against
defined criteria. 14

•

Establishing a governance group to oversee the new service model, supported by
an operational group to plan, develop and fine tune the model over the transition
period.

2.2 Annual Funding Envelope
Community pharmacies are paid monthly through a DHB collective Annual Funding
Envelope, established under the CPSA. In this arrangement the 20 DHBs contribute part of
their annual budgets into the Annual Funding Envelope for pharmacy, such that the total
amount of funding for community pharmacies is fixed each financial year (ended 30 June).
The Annual Funding Envelope for each financial year of the CPSA is outlined below:
•

2012/13 – $370,500,000.

•

2013/14 – $373,800,000.

13

Ibid.

14

The quality incentive payment was not paid out under the Quality Framework Programme but was
reallocated through other funding channels. See section 8.4 for further comment.
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•

2014/15 – $376,900,000.

The Annual Funding Envelope is further divided into a Monthly Funding Envelope, the
value of which is based on the expected volume of pharmaceuticals dispensed each month.
A significant amount of community pharmacy funding comes from other sources. For
instance, the amount paid to pharmacies to cover procurement costs of pharmaceuticals is
not included in the Annual Funding Envelope and is approximately twice the amount paid
for pharmacy services. Further, there is additional national funding for community pharmacy
outside the CPSA. This funding is referred to as “Part P payments” – which covers
additional services delivered in rural and after hours settings. Part P payments were $5.9
million (excluding the Community Pharmacy Anti-Coagulation Management Service) in
2014/15, and grew at a rate of 1.3 percent per annum during the three year period of the
CPSA. For clarity, this $5.9 million funding, as well as procurement costs, is excluded from
our evaluation.

2.3 Introducing three tiers of service
Pharmacy service provision to patients was divided into three new tiers: Core Services,
Specific Services, and LTC services.
•

Core services include the provision of initial and repeated medicines for patients along
with appropriate advice and service. Core services were funded through a $1 Handling
Fee for every item dispensed plus a Transition Payment that was intended to be
replaced by a Service Fee for initial items at some point further into the contract.
Instead, the Transition Payment was later replaced with Case Mix Service Fees.

•

Specific services include clozapine, aseptic, sterile manufacturing, special foods, anticoagulation service, age-related residential care (ARRC), and Class B controlled drug
services. These services – excluding anti-coagulation – are funded by specific multipliers
of the $1 Handling Fee per item dispensed. Anti-coagulation services are funded
through an annual fee per Service User.

•

The LTC service was developed to provide greater guidance and funding for the
additional support pharmacists could provide for patients with difficulty adhering to
their medication regime. Pharmacies are funded a monthly fee, per enrolled Service
User, for providing the LTC service. An eligibility assessment tool was developed to
provide consistency and equity around patient access. Previously, there was little
governance and consistency over who received extra support.
For the LTC service, pharmacists are required to identify and provide evidence of
patients with adherence issues before registering them to the LTC service. To be
registered, patients have to reach a minimum score through the eligibility assessment
tool which weights risk factors, such as complex comorbidities and/or medicine
regimes. Pharmacists are expected to support patients to achieve medicine adherence
and develop a Medicines Management Plan (MMP) for them. The MMP is intended to
be a shared record that documents the initiatives the pharmacist plans to undertake to
support the patient, such as educating them about their medicines, reconciliation and
synchronisation of supply, while working alongside the patient’s GP and proactively
supporting the patient with their medications.
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2.4 Phased implementation
The new service model was implemented over a three year term. The phased implementation
was intended to smooth out the impact of the funding model changes and allow pharmacies
to adjust their service model to adapt and align with the new model of care.
To this end, Transition Payments were introduced into the new funding model as the key
feature to support the phased implementation. Transition Payments were inherently
unaffected by reduced repeat items dispensed, and instead were influenced by the
pharmacy’s market share of all initial items dispensed nationally. The purpose of the
Transition Payments was to provide financial stability for pharmacies as they reconfigured
their dispensing services to align with the new funding model. Funding for the Transition
Payments were paid from the Monthly Transition Pool – a calculated proportion (adjusted
monthly) of the Monthly Funding Envelope.
A complete list of the strategies implemented through the CPSA is summarised in the
textbox below.
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The following strategies were put in place to help deliver the intended outcomes:
•

A patient-centred funding model across three patient cohorts (Core, High Needs and
LTC), and Specific Services to more fairly allocate funding according to patient need, to
provide better incentives, and move away from the perverse incentive of dispensing
volume as the primary driver of pharmacy income.

•

The introduction of five population specific funded services designed to increase the
levels of patient-centred care. The five services (at various stages of the CPSA) are:


LTC.



Community Pharmacy Anti-Coagulation Management Service (CPAMS).



Pharmacy High-Needs Adherence Management (PHAM) Services.



Co-Dispensed Opioid Service (CDOS).



Community Residential Care (CRC).



ARRC.

•

Introduction of a financially incentivised Quality Improvement Programme.

•

Review of pharmacy services provided to patients in ARRC facilities.

•

Review of the allocated dispensing ratio for those with high growth and/or ratio over
2.5.

•

Transition funding over the three year life of the CPSA, to provide a level of financial
security for community pharmacies and DHBs, within the agreed envelope.

•

A funding envelope to ensure that savings were achieved for all DHBs over the three
years compared with forecasts.

•

Work with PHARMAC to minimise the repeat dispensing burden of pharmacy through
changes to the Pharmaceutical Schedule.

•

The introduction of advance payments to conserve cash flow during the transition
period.

•

Reduction in claiming period from 6 months to 120 days to facilitate timely Transition
Payments.

•

The introduction of IT developments such as the New Zealand electronic Prescription
Service (NZePS), including changes to Pharmacy Management Systems to achieve
financial and time efficiencies.

The three year implementation was split into four stages. Dates for each stage were as
follows:
•

Stage 1 of the implementation began on 1 July 2012.

•

Stage 2 began on 1 March 2013.

•

Stage 3 began on 1 August 2013.

•

Stage 4 began on 1 August 2014.
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By the end of the three year term it was expected that:
•

DHBs would have maintained control of the growth of dispensing fees and funding for
community pharmacy services within a funding growth path acceptable to individual
DHBs.

•

There would be minimal administrative and compliance burden on pharmacies to
implement any required changes.

•

Any decreased income due to decreased dispensing activity would have been offset by
decreases in operational costs.

•

Pharmacies would have been able to continue to grow their income if they maintained
their relative market share.

•

Patients would not be paying higher charges for services than previously.

•

The transitional payments and advance payments would have helped facilitate change in
pharmacies’ business focus from traditional transactional based fee for service to a
patient-centred service care. Growth in income would be due to an increased patient
base, attracted to the pharmacy by the increased level of patient-centred services being
offered, rather than increased dispensing volumes.

A summary of the key changes in each stage are shown in Table 3. The key components and
changes for each stage are outlined in detail below.
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Table 3 Phased implementation of the CPSA – summary of all changes
Stage

Summary of key changes

Prior to
CPSA

$5.30 fee per item dispensed for most items dispensed. Includes initial and
repeat items dispensed.

Stage 1

Total Funding Envelope introduced, i.e. capped national budget.

July 2012

Transition Payments account for 70% of funding, independent from the
number of repeat dispensing in the stage.
Most medicines associated with a $1 Handling Fee per item dispensed.
‘Specific’ items dispensed associated with fees per item of $5.30 or more,
representing 13% of items dispensed and includes items dispensed to ARRC.
CPAMS introduced (initially only at a small number of pharmacies) and
funded a $431 Service Fee per year per patient.

Stage 2

LTC monthly Service Fee initiated at $10.83 per month per patient.

March 2013

Pharmacy High Needs Adherence Management (PHAM) monthly $43.32
Service Fee introduced per eligible patient (a subcategory of patients within
the LTC service paid in addition to the monthly LTC Service Fee).
Transition Payments account for 65% of funding.
Funding for CPAMS increased to $489 per year per patient.

Stage 3

LTC monthly Service Fee increased to $30 per month per patient.

August 2013 PHAM Service Fee remained $43.32 per month per patient.
Transition Payments account for 33% of funding.
Funding for CPAMS increased to $540 per year per patient.
Stage 4

LTC monthly Service Fee decreased to $20 per month per patient.

August 2014 PHAM service subsumed into funding model.
– July 2015
No Transition Payments.
Case Mix Fees introduced, funding pharmacies a Base Service Fee ($4.38 for
initial and $3 for repeats) and a Relative Value Unit multiplier.
No change in CPAMS funding.
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2.4.1 Stage 1: funding envelope introduced - majority of
funding was in Transition Payments15
Stage 1 introduced the core funding model changes of the Handling Fee and the Transition
Payment. Initially, pharmacists were paid a transaction payment made up of a Handling Fee
and a multiplier (plus procurement costs and service user co-payment contributions outside
the CPSA funding envelope). Pharmacies were remunerated a monthly Transition Payment
in addition to any transaction payments based on their relative market share.16
Pharmacies were expected to assess and enrol eligible patients into the LTC service in Stage
1. Stage 2 would introduce a Service Fee for pharmacies providing the service to eligible
patients.
CPAMS was funded a $431 Service Fee per year per patient.

2.4.2 Stage 2: LTC fee introduced17
Stage 2 was expected to establish a Service Fee of $3.40 (subject to amendment) per
dispensing for Core Services. Instead, an Interim Payment Arrangement Period was
introduced because the information infrastructure to make the payments was not in place on
time. This Interim Payment Arrangement Period was, effectively, a continuation of the
Transitional Payments. During this period pharmacies’ dispensing ratios were adjusted
through a complicated mechanism to calculate the Transition Payments.18 The revised
dispensing ratio was used to calculate these payments from 1 March 2013, until the end of
the Interim Payment Arrangement.
A Service Fee of $130 per year per patient was introduced for providing pharmacy based
LTC services.
Various amendments were further made to the LTC Pharmacy Service Specification to
incorporate a new subcategory of patients within the LTC service – Pharmacy High Needs
Adherence Management (PHAM) Services. Pharmacists were concerned the LTC Service
Fee did not fairly compensate for very high needs patients who required an intense level of
pharmacy services (i.e. daily or up to every 2 to 3 days). An additional Service Fee of $43.32
per month per patient was paid to pharmacies for providing this service to LTC patients.

15

http://centraltas.co.nz/assets/Publications/Pharmacy-Documents/Implementing-theCPSA/Community+Pharmacy+Services+Agreement+generic+version.pdf (accessed July 2015).

16

A pharmacy’s market share of the monthly funding envelope was calculated based on their relative market
value, which equals the number of initial items dispensed multiplied by their fixed dispensing ratio (average
initial items divided by total items dispensed for the 2011 calendar year, excluding methadone). The sum of
all pharmacies’ market value equals the total market value – and an individual pharmacy’s market share was
established by dividing their market value by the total market value.

17

http://centraltas.co.nz/assets/Publications/Pharmacy-Documents/Implementing-the-CPSA/Variation-toCPSA-1-March-2013-generic-copy.pdf (accessed July 2015).

18

The revised dispensing ratio was calculated by first summing the number of community pharmacies with a
CPSA contract that had a higher dispensing ratio (on 17 December 2012) than a pharmacy’s current
dispensing ratio, and then multiplying this sum by 0.0003. The product was then added to the original
dispensing ratio.
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A new service specification was also developed for Community Residential Care Services
(CRC), separate to ARRC. Pharmacies were paid for CRC services using the same funding
mechanisms as ARRC.
Finally, funding for CPAMS increased from $431 to $489 per year per patient.

2.4.3 Stage 3: Transition Payments reduced as LTC
funding increases19
Stage 3 increased the Service Fee received for providing LTC services to $360 per year per
registered patient. The PHAM’s premium payment remained at $43.32 per month over-andabove the LTC Service Fee, such that the total funding for PHAMs patients was $879.84 per
year.
For Stage 3 only, an interim payment method for paying Service Fees for Core Services was
also introduced at $2.50 per initial item dispensed. There was no Service Fee for repeat items
dispensed.
Further, an interim payment method was introduced for co-dispensing pharmaceuticals that
would normally be Core Services pharmaceuticals to patients who received Pharmacy
Methadone Services for Opioid Dependence. Pharmacists were funded an additional
Handling Fee multiplier of 5.30 for dispensing to qualified patients – i.e. patients who
received co-dispended medicines weekly or more frequently.
CPAMS were funded $431 per year per patient. Pharmacies providing the service were able
to claim one twelfth of this amount each month.
The Transition Payments reduced from approximately 65 percent of the annual funding
envelope to 33 percent. All other payments remained at their previous levels.

2.4.4 Stage 4: Case Mix Fee introduced, no Transition
Payments and LTC funding reduces20
Stage 4 continued the transition to patient-focused pharmacy services. A Case Mix Service
Fee model was introduced, and regarded as a solution to the variation in patient complexity
by utilising a Relative Value Units weighting scale to proxy for the complexity and time taken
to provide service to meet different patient requirements. The Case Mix Service Fee had two
Relative Value Units scales:
•

Initial items based on the number of initial items dispensed by the pharmacy to the
patient on the day.

•

Repeat items based on the repeat sequence number.

19

http://centraltas.co.nz/assets/Publications/Pharmacy-Documents/Implementing-the-CPSA/Note-to-allproviders-of-Stage-3-change.pdf (accessed July 2015).

20

http://centraltas.co.nz/assets/Publications/Pharmacy-Documents/Implementing-the-CPSA/CPS0004Stage4FormalNoticeFinal17.7.2014.pdf (accessed July 2015).
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Case Mix Service Fees were applied through a Base Service Fee ($4.38 for initial items, and
$3 for repeats), and a Relative Value Units multiplier which increased for initial items to
reward synchronisation of medicines and decreased for repeat items as the sequence number
of the repeat increased.
Core Services and LTC were funded through Case Mix Service Fees plus a $1 Handling Fee.
Further, LTC services were funded a reduced Service Fee – $240 per year per registered
patient. The PHAMs service was subsumed into the new payment model.
The Transitional Payments ceased. A payment-management reserve pool, estimated at 1
percent of the total CPSA Funding Envelope, was created to support any annual payment
adjustments.
A summary of the Stage 4 CPSA fee structure is outlined below.
Figure 15 Funding model for CPSA – Stage 4

Source: Central Regions Technical Advisory Services, 2014.

Figure 16 outlines the average total monthly funding pharmacies receive, by payment type,
during each stage of the CPSA implementation.
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Average monthly expenditure

Millions

Figure 16 Pharmacy funding, by payment type, for each stage of the CPSA
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2.5 Current status – contract extended
As the original intended end date of the contract approached (30 June 2015), an extension of
the contract was agreed for up to a further 24 months as the details of the new CPSA were
developed. This included a contract extension period of 12 months (1 July 2015 to 30 June
2016) ‘year one’ and provision for a further renewal of a further 12 months (1 July 2016 to
30 June 2017), ‘year two’, if required. DHBs have the ability to implement the next CPSA on
1 July 2016, or as soon as practically possible following that date, and the ability to terminate
the current CPSA during year two on three months’ notice.
The annual funding envelope is set to increase by 1.07 percent for the first 12 months of the
contract extension (set at $380,932,798.50), where 0.37 percentage points of the 1.07 percent
funding increase will be applied through an increase in the LTC monthly Service Fee,
equating to a $0.80 increase in the monthly Service Fee per registered LTC patient. The
remaining amount of the funding increase will be utilised through a projected increase in
dispensing activity. Each DHB is also required to fund a portion of a one-off $750,000
payment to pharmacies based on the DHB’s population based funding formula. DHBs and
pharmacies are expected to use these funds to develop patient-centric initiatives.21

2.6 Governance of new service model
The CPSA established a Community Pharmacy Services Governance Group (CPSGG) for
monitoring and review of the agreement and a Community Pharmacy Services Operation
Group (CPSOG). The description below references the original version of the CPSA.
21

http://centraltas.co.nz/assets/Publications/Pharmacy-Documents/Implementing-theCPSA/CPS006CPSAExtensionFinalContractVariationWeb110515.pdf (accessed July 2015).

Page 37

2.6.1 Community Pharmacy Services Governance Group
CPSGG was tasked with providing a governance role for implementing the new community
pharmacy model during the transition period and ensuring that general purposes and
principles of the agreement were upheld. CPSGG activities include:
•

Considering issues of national importance as they relate to community pharmacy and
provide advice to the Ministry of Health, PHARMAC and DHBs.

•

Approving and overseeing the Annual Work Programme for the CPSOG.

•

Agreeing the medium to long term strategic direction for community pharmacy services,
taking into account sector engagement, the environment and the advice of the CPSOG.

•

Seeking expert advice from the CPSOG on services/initiatives for prioritisation.

•

Approving specific projects.

•

Responding to issues that arise through the CPSOG work programme.

•

Providing guidance on risks and issues arising from implementing community pharmacy
services, and where necessary managing specific risks/issues.

•

Recommending to the 20-DHB Collective the services and funding changes, the
amendments to the agreement and protocols that were required to be consulted on.

Subject to agreement by the CPSGG, the CPSGG is required to consist of the following:
(a) Independent Chairperson.
(b) DHB Chief Executive Officer.
(c) DHB General Manager, Planning and Funding.
(d) Ministry of Health, Director General Nominee.
(e) PHARMAC Chief Executive Officer Nominee.
(f)

Primary Care representative – PHO.

(g) Pharmacy – academic.
(h) Pharmacy – practising community pharmacist.
(i)

Pharmacy – community pharmacist with a commercial background.

2.6.2 Community Pharmacy Services Operation Group
The purpose of the CPSOG is to oversee the implementation of the CPSA. CPSOG is
tasked with overseeing priority setting, planning, monitoring and implementation of the
national agreement. The activities of the CPSOG included:
•

Managing the operational aspects of the implementation of the new community
pharmacy services model.

•

Implementing the Annual Work Programme as developed by the CPSOG and
agreed/endorsed by the CPSGG.
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•

Considering refinements to the community pharmacy services funding model during the
transition period, including the payment mechanisms, service specifications and
protocols.

•

Responding to any emergent issues arising from implementation of the agreement.

•

Seeking the advice of the CPSGG on strategic and material decisions related to
implementation of the new service and funding model.

Subject to agreement by the CPSOG and/or the CPSGG, the CPSOG is required to consist
of the following:
•

Four DHB regional representatives.

•

Three DHB Shared Service representatives.

•

One primary care representative (prescriber).

•

One secondary care representative (prescriber).

•

Two Ministry of Health representatives.

•

Community pharmacists (three Pharmacy Guild representatives, two representatives
from each of the other sector agents, and one independent pharmacist representative
nominated by the sector).

•

One consumer representative.

Several working groups were further established throughout the implementation of the
CPSA to assist both the CPSOG and the CPSGG. The governance structure is discussed
more in section ten of this report.

2.7 Other factors closely related but outside
the CPSA
2.7.1 Full breadth of patient-centred services
While pharmacies have been providing a number of patient-centred services, several of these
services were provided outside the CPSA funded as DHB-specific and/or PHO initiatives.
Given a key intended outcome of the CPSA was more focused community pharmacy
services around the patient, the evaluation considered the impact of the CPSA across
patient-centred services more broadly. For services funded outside the CPSA, the evaluation
focused on understanding pharmacists’ views and attitudes towards providing an increased
scope of patient centred service.
At a high level, the patient-centred services in CPSA scope include LTC and CPAMS.
The patient-centred services out of scope, as they are not funded through the CPSA, include:
•

Medicines Use Review (MUR):


A comprehensive, systematic evaluation of a patient’s understanding of and
adherence to prescribed medication treatment. Pharmacists aim to improve
understanding of and adherence to medicines; identifying and addressing factors
linked to non-adherence behaviours as well as minimising pharmaceutical waste.
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•

Medicines Therapy Assessment (MTA):


A systematic, patient-centred clinical assessment of all medicines currently taken by
a patient, identifying, resolving and preventing medication-related problems as well
as optimising the effectiveness of medication treatment.

Figure 17 Pharmacy patient-centred services

Source: Pharmaceutical Society of New Zealand Incorporated, 2014.

Comprehensive Medicines Management (CMM) is a service provided by an autonomous
pharmacist integrated in a patient’s healthcare team and is delivered outside community
pharmacy. The service provides proactive support and advice on all matters related to the
medication management of patients with complex clinical needs. Medication treatment is
continually monitored against treatment goals. Reports and recommendations are sent to the
GP and, where available, entered into the share care record.
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2.7.2 Changes to community pharmacy dispensing rules
At the time the CPSA was implemented, PHARMAC changed the rules for community
pharmacies around the frequency with which pharmaceuticals could be dispensed to patients.
Following collaborative work with DHBs and pharmacy representatives, the previous Close
Control Rule was replaced with the Dispensing Frequency Rule to support the strategic
direction of the new agreement towards a patient-centric model for pharmacy.
Under the Close Control Rule, usual dispensing frequency could occur no more often than
monthly for all patients. Prescribers could request more frequent dispensing under certain
circumstances.
Under the Dispensing Frequency Rule the default length of dispensing for community
patients is either monthly or three monthly for each pharmaceutical. However, if pharmacists
consider more frequent dispensing is appropriate, this can only occur as follows:
•

For LTC patients, dispensing frequency can occur as often as the dispensing pharmacist
deemed appropriate to meet the patient’s compliance and adherence needs.

•

For non-LTC patients, dispensing frequency can occur no more often than monthly.
Prescriber approval is required for more frequent dispensing. However, pharmacists can
authorise monthly dispensing on a Stat exemption Community Pharmaceutical without
prescriber authority.

Consequently, changes to the Dispensing Frequency Rule provided pharmacists with the
ability to manage patient adherence and compliance more actively through variable
dispensing periods, if registered with LTC.
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3.

Payments to pharmacies under
CPSA

The focus of our financial and dispensing analysis is on payments by DHBs to pharmacies
for dispensing and associated patient-centric services under the CPSA. These payments are
substantial with the CPSA funding envelope budgeted at $376.9m for the year ending June
2015.
The CPSA is the result of an effort to find a contract sustainable to both DHBs and
pharmacies. To this end, we spend some time unbundling the effects of CPSA at a pharmacy
level in this section. Part of the intent of the CPSA is to shift pharmacy time from dispensing
to patient centric services, including LTC. We therefore look closely at pharmacy level
uptake of LTC and the financial flows associated with that uptake.
We excluded other sources of pharmacy revenue as follows:
•

Crown payments including payment for pharmaceuticals and the wholesale margin, and
so-called Part P payments such as rural adjustors.

•

Co-payments from patients for compliance packaging and prescriptions.

•

Revenue from sales of over-the-counter medicines, personal hygiene products, lotto
tickets and other retail items, etc.

As outlined in the previous section, the CPSA was implemented over four stages that
spanned three financial years, with the national funding envelope being set for each of the
financial years. Our analysis is focused on financial years and makes specific references to the
stages. For clarity, Stage 1 and 2 largely occurred in the first financial year. Stage 3 and Stage
4 largely occurred in the second and third financial year respectively.

3.1

Growth in spending materially reduces

As previously mentioned a key aim of the CPSA was to make DHB expenditure on
pharmacy services sustainable and slow the rate of expenditure growth. This reduction was
achieved and pharmacy revenue growth (or DHB service cost) during the CPSA was a
quarter of the pre CPSA rate. In the two years prior to CPSA, the average annual growth rate
of pharmacy revenue was 6.0 percent per annum. In contrast, during the three years of the
CPSA, we observe a growth rate of 1.6 percent per annum. Real dollar growth, being the
nominal dollar growth rate adjusted for inflation, was 0.5 percent per annum during CPSA.
The number of patients receiving medicines from pharmacies continues to grow year on
year, although this growth rate slowed down during CPSA. The annual growth rate in
patients receiving medicines per year was 2.7 percent in the two years prior to the CPSA and
1.6 percent during the CPSA.
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3.2 Age and ethnicity influence dispensing
volumes
Patients use more medicines as they age. Maori have a higher number of items dispensed per
person than non-Maori (age adjusted) for most age groups. However, because Maori are on
average younger than non-Maori this leads to lower overall average rates of items dispensed
for Maori. Gender has no significant impact on the number of items dispensed. Higher
deprivation is associated with a relatively small increase in the rate of items dispensed per
person.
The graph below shows the increasing rate of items dispensed per person with age. Patients
aged 70 or over receive more than seven times the number of items dispensed per person
compared with patients under 30. Maori aged 60 to 69 have on average 60 percent more
items dispensed per person than non-Maori of the same age.
Figure 18 Items dispensed per person, by age and ethnicity*
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*The number of items dispensed is calculated as the total number of dispensing divided by the number of
patients receiving a funded prescription in 2014.

3.2.1 Changing demographics leads to strong growth in
initial items dispensed over the medium term
New Zealand’s population is ageing. Based on projections we expect the number of initial
items dispensed will increase at twice the rate of population growth.
Population growth over the next five years is expected to average 1.11 percent, with an
average 0.9 percent over the next 15 years.22 The TAS demographic based forecast estimates

22

Statistics New Zealand. National Population Projections (base) – 2068 table.
http://www.stats.govt.nz/browse_for_stats/population/estimates_and_projections/NationalPopulationPro
jections_HOTP2014.aspx
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the average growth rate in initial items dispensed to be 2.0 percent and 1.8 percent over the
next 5 and 15 years respectively. This difference in growth rate results in a 15 percent
increase in the average number of initial dispensing per person, 9.4 increasing to 10.8 over 15
years. The population and initial dispensing forecasts are shown in the graph below.
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Millions
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Figure 19 Forecast initial items dispensed and population
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Source: forecast of initial items dispensed from Central TAS, population forecasts from statistics New Zealand,
graph created by Sapere.

3.3 Pharmacy level effects of CPSA are
difficult to distil
The number of pharmacies claiming under CPSA slightly increased. The number of
pharmacies grew at 1.2 percent per annum prior to CPSA and grew at a lower annual rate of
0.5 percent during CPSA. The revenue growth per pharmacy is close to the national growth
rate as the number of pharmacies is relatively stable. Average CPSA revenue per pharmacy in
the year prior to the CPSA (2011/12) was $356,000. In the third year of CPSA, average
pharmacy revenue was $367,000.
The table below sets out annual CPSA revenue, the number of pharmacies claiming and
average revenue per pharmacy for the past six years. At the time of writing this report,
2014/15 payments were not finalised and we assume expenditure (or pharmacy revenue) is
equal to the forecast funding.
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Table 4 CPSA (or equivalent) revenue: 2009/10 to 2014/15

Year
PreCPSA

During
CPSA

Dispensing
and other
revenue

Annual
growth

2009/10 $320 m

Pharmacies
claiming

Average
per
pharmacy

987

$325,000

Annual
revenue
growth

2010/11 $346 m

8.1%

983

$352,000

8.5%

2011/12 $360 m

3.9%

1010

$356,000

1.1%

2012/13 $372 m

3.4%

1020

$365,000

2.4%

2013/14 $374 m

0.6%

1019

$367,000

0.7%

2014/15 $377 m

0.7%

1026

$367,000

0.0%

3.3.1 Revenue growth is now more similar across
pharmacies
Pharmacy level revenue growth is more tightly distributed as a result of the new contract.
Also, average revenue growth per pharmacy is lower:
•

In the two years prior to the CPSA, the majority of the pharmacies had an annual
average revenue growth of between 0 and 10 percent per annum.

•

During the three years of the CPSA, the majority of pharmacies experienced an annual
average revenue growth rate of between negative 5 and positive 5 percent.

•

Roughly one-third fewer pharmacies experienced positive revenue growth – 56 percent
of pharmacies now versus 85 percent of pharmacies previously. Only one fifth of
pharmacies experienced positive revenue growth when adjusting for inflation.

•

Fewer pharmacies experienced “strong” revenue growth. Prior to the CPSA, 9 percent
of pharmacies averaged an annual growth rate of over 30 percent per annum, and this
percentage fell to under 1 percent of pharmacies under the new contract.

These observations of lower revenue growth but a tighter distribution across pharmacy is not
a surprise as the aim was to reduce pharmacy dispensing and therefore cost to DHBs.
The distribution of pharmacy annual revenue growth prior to and during the CPSA is shown
in Figure 20 below.
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Figure 20 Distribution of pharmacy revenue, prior to and during the CPSA

Number of pharmacies

250
200
150

Reduced revenue

Increased revenue
Prior to CPSA
During CPSA

100
50

< -50%
-50% to -45.1%
-45% to -40.1%
-40% to -35.1%
-35% to -30.1%
-30% to -25.1%
-25% to -20.1%
-20% to -15.1%
-15% to -10.1%
-10% to -5.1%
-5% to -0.1%
0% to 4.9%
5% to 9.9%
10% to 14.9%
15% to 19.9%
20% to 24.9%
25% to 29.9%
30% to 34.9%
35% to 39.9%
40% to 44.9%
45% to 49.9%
50% to 54.9%
55% to 59.9%
60% to 64.9%
65% to 69.9%
70% to 74.9%
75% to 79.9%
80% to 84.9%
85% to 89.9%
90% to 94.9%
95% to 99.9%
> 100%

0

Average annual revenue growth rate

The distribution of revenue growth by pharmacy changed more in Stages 3 and 4 of the
CPSA. There were fewer pharmacies with positive annual revenue growth in Stages 3 and 4.
There was less redistribution in revenue between pharmacies during Stages 1 and 2, because
transition payments protected the individual pharmacy revenue base through the transition
period.

3.3.2 Pharmacy revenue per dispensing increases
Revenue grew at a greater rate than the total number of items dispensed which, for the
pharmacy, means an increase in revenue per dispensing. In the three years prior to the CPSA,
the average revenue per dispensing was $5.38 increasing by 8 percent to $5.83. The increase
is 4 percent when adjusted for inflation.
We can clearly see the increase in revenue per item dispensed is mostly due to LTC monthly
payments. The revenue per dispensing including and excluding monthly payments for patient
centric services is as follows:
•

Excluding CPAMS payments: $5.80 per item dispensed, a 7.8 percent increase from
prior to CPSA.

•

Excluding both CPAMS and LTC payments: $5.36 per dispensing, which is a 0.4
percent decrease from prior to CPSA.

The number of total items dispensed fell in the first year of the CPSA – which is the first
decrease since the introduction of three monthly (stat) dispensing in 2004. The total number
of items dispensed grew in the second and third year of CPSA, although at a lower rate than
prior to CPSA. The number of total items dispensed is depicted as the blue line in Figure 21
below.
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During the CPSA the revenue growth was partially independent from the number of items
dispensed due to the Total Funding Envelope. So despite a fall in items dispensed in the first
year of the CPSA revenue continued to grow.
Figure 21 Items dispensed, initial and total, prior and during CPSA
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We observe the reduction in total items dispensed is due to a reduction in both:
•

The proportion of repeat items dispensed. The rate of repeat items dispensed fell by 6
percent resulting in a dispensing ratio of 1.64 at the start of CPSA to a ratio of 1.53 in
the third year (see Figure 22 below and discussed further in this report). Following
CPSA, the dispensing ratio returned to levels last seen in 2005 to 2008.

•

A lower growth rate in initial items dispensed. The average growth rate of initial items
fell from 4.8 percent prior to 1.7 percent during the new agreement. We did not expect
this fall in the growth rate in initial items dispensed and it is unclear what caused the
fall.

Over the last 15 years, the annual growth rate of initial items dispensed has varied between
negative 1.0 percent and positive 11.9 percent, with an average growth rate of 4.8 percent.
The lower than expected number of initial items dispensed leads to higher than expected
revenue per dispensing, as the entire funding envelope is paid out to pharmacies even with
lower than expected initial items dispensed. In short, there is a small windfall gain to
pharmacies.
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Figure 22 Dispensing ratio, prior to and during CPSA

The dispensing ratio increased a little in the third year of the CPSA (1.53 up from 1.51), but
is still well below the dispensing ratio prior to the CPSA. Approximately half of the increase
in that year is the result of an extraordinary event, namely a stock shortage of a much
prescribed cholesterol reducing medicine (atorvastatin), leading to monthly rather than three
monthly dispensing of that medicine. Central TAS’s preliminary estimate is that the out of
stock resulted in 450,000 additional repeat items dispensed. The other half of the increase in
the dispensing ratio is likely due to pharmacies receiving higher payments for repeat items
dispensed in Stage 4 of the CPSA (compared with the payments in Stages 1 through 3).
The increase in dispensing ratio in Stage 4 is reported to be largely due to a small proportion
of pharmacies increasing their repeat dispensings. In the financial evaluation commissioned
by Central TAS, which we have attached in Appendix 5, the author noted “…a number of
individual pharmacies have increased their repeats strongly in response to the changes in Stage 4.” 23
Given an ageing population, we would expect the dispensing ratio to increase a little as older
patients typically have a higher number of pharmaceuticals dispensed. However, we doubt
we would see this effect against the background of the contract changes.

3.3.3 Much wider distribution of revenue per dispensing
by pharmacy
Although the revenue growth across pharmacies is now more even, the distribution of
revenue per dispensing by pharmacy increased as, prior to CPSA, all pharmacies were paid
largely the same for a dispensing. In fact, we observe a significant widening of distribution of
revenue per dispensing over the first two years following the material change in pharmacies’
dispensing ratio. In the third year, there was little change. We explain this further:
23

Schoeler R, 2015. CPSA 2012 Evaluation Project: Financial Evaluation 2012/13 & 2013/14 & 2014/15.
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•

Prior to the CPSA (2011/12), the distribution of the average revenue per dispensing
was very narrow, with 91 percent of pharmacies averaging revenue between $5.25 and
$5.49. This narrow range is what we expected to see as the standard dispensing funding
per item at the time was $5.30, with higher dispensing revenue associated with a small
number of dispensed items (i.e. high dispensing fee for Class B controlled medicines).
Therefore, the other 9 percent of pharmacies had a slightly higher average dispensing
fee because of larger payments for handling different medicines.

•

The distribution of dispensing funding significantly increased over the three years of the
CPSA (2014/15). We compare revenue per dispensing by pharmacies prior to and in
the third year of the CPSA below. Figure 23 includes all the CPSA related revenue apart
from CPAMS and also, side by side, removes CPAMS and LTC. There are significantly
more pharmacies with higher revenue per item dispensed when LTC monthly payments
are included.

Figure 23 Comparison of average revenue per dispensing by pharmacies, prior to
(2011/12) and in the third year of CPSA (2014/15) – excluding CPAMS revenue on the
left and excluding CPAMS and LTC on the right
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•

82 percent of pharmacies increased revenue per item dispensed under CPSA (based on
the 719 of the 821 pharmacies claiming from 2011/12 to 2014/15). This calculation
includes LTC monthly payments. Five percent of pharmacies experienced no change in
average revenue and 13 percent of pharmacies experienced a decrease. Only 19 percent
of pharmacies increased revenue per dispensing when LTC monthly payments are
excluded. Thus, we conclude LTC monthly payments significantly affect pharmacy
revenue.

•

Figure 24 below shows the effect on pharmacies revenue per dispensing growth with
and without LTC. The graph on the left includes all the CPSA related revenue apart of
CPAMS, and the graph on the right excludes both CPAMS and LTC monthly
payments.
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Figure 24 Distribution of change in average revenue per dispensing by pharmacy,
prior to the CPSA (2011/12) and in the third year of the CPSA (2014/15) – excluding
CPAMS revenue on the left – excluding CPAMS and LTC monthly payments on the
right
350
300

150

>=25%

20% to 24.9%

Average revenue growth (excluding LTC monthly
payments) per dispensing, by pharmacy

3.3.4 Still a wide range in dispensing ratios
We also observe a wide range in dispensing ratios across pharmacies. During CPSA, the
number of pharmacies with a dispensing ratio over 1.8 reduced. This reduction was a desired
outcome of the CPSA and is a pleasing result. We show the distribution of the dispensing
ratio by pharmacy for the year prior to the CPSA and the third year of the CPSA in Figure
25. 24
Pharmacies with a dispensing ratio above 1.8 are reported to have contributed significantly to
the reduced dispensing ratio. The author of the financial analysis commissioned by Central
TAS reported approximately 50 percent of the reduction in repeat items dispensed is
attributable to pharmacies that had a dispensing ratio of 1.8 or more prior to the CPSA. This
50 percent reduction in repeat items dispensed came from a 16 percent of pharmacies.25

24

Our calculations of dispensing ratio include all items dispensed from the pharmacy. The dispensing ratio
used for the transition payments in Stages 1 through 3 of the CPSA exclude ‘specific’ items dispensed.

25

Schoeler R, 2015. CPSA 2012 Evaluation Project: Financial Evaluation 2012/13 & 2013/14 & 2014/15.
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Figure 25 Distribution of dispensing ratio by pharmacy, prior to and in the third
year* of the CPSA
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*The distribution of the dispensing ratio is similar for the 2014/15 and 2013/14 years, i.e. the atorvastatin out of
stock did not have a material effect of the distribution of dispensing ratio.

As with the national average, the biggest change in the distribution of the dispensing ratio is
in the first year of the CPSA. There was relatively little change in the distribution in the
second and third years.
A third of pharmacies still increased their dispensing ratio over the period of the contract.
Reasons for this increase may include:
•

Pharmacy already had a low dispensing ratio.

•

A lot of repeat dispensing for items attracting a relatively high dispensing fee, including
age related residential care ARRC and community residential care CRC.

•

Clinical reasons for repeat prescriptions.

•

No interest in changing dispensing behaviour.

•

Unaware/uncertain of the impacts of the CPSA.

Figure 26 shows the distribution of the change in dispensing ratio by pharmacy, comparing
the dispensing ratio in the year prior to the CPSA and in the third year of the CPSA.
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Figure 26 Distribution of change in dispensing ratio by pharmacy, prior to CPSA and
in the third year of CPSA
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A change in a pharmacy’s dispensing ratio could be due to changes across all their patients,
or changes to specific patient groups. For example, if a pharmacy changed some patients
from weekly to monthly dispensing, then it may make a significant difference to the
pharmacy’s overall dispensing ratio, although the majority of the patients at the pharmacy
may have no change to their dispensing ratio.

3.4 Uptake of LTC changes over time
Monthly payments for LTC began in Stage 2 of the CPSA (i.e. March 2013). The number of
registered patients with an associated payment in March 2013 was 117,000. The number of
registered patients grew steadily until July 2014 to 138,000 (a growth rate of 13 percent per
annum).
In Stage 4, the number of registered patients slowly reduced. By July 2015, there were
129,000 registered patients (a negative growth rate of 7 percent per annum). These changes
in the number of registered patients during the CPSA are shown in Figure 27 below as the
solid blue line.
The monthly fee paid to pharmacies for each patient registered with LTC varied significantly
over the Stages 2 to 4 of the CPSA, resulting in a corresponding variation in LTC monthly
payments. This variation is shown in Figure 27 as the dotted blue line. The monthly fees per
patient were $10.83, $30.00 and $20.00 for Stages 2, 3 and 4 respectively.
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Figure 27 Number of registered LTC patients, and monthly payments

3.4.1 More older people are LTC registered
Central TAS analysis shows patients registered with LTC are older and have a higher number
of items dispensed, compared with the general population receiving medications. We expect
this result as older people on a number of medicines are more likely to meet criteria for LTC
enrolment.
The median age band for LTC patients is 70 to 74 years, compared with 40 to 44 years for all
patients. Figure 28 and Figure 29 compare the distribution of patients receiving items
dispensed, for LTC and all patients. For LTC there are very few children, whereas for the
general population there are a similar number of children receiving dispensed medicines as
patients aged up to 74 (shown by the blue line in the figures below). Older patients
contribute more to the total number of items dispensed and this ageing effect is stronger for
LTC because of the low number of younger LTC patients (shown by the bars in the figures
below).
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Figure 28 Distribution of items dispensed by age band – LTC patients
Distribution of Dispensing by Age Band - LTC Patients
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Figure 29 Distribution of items dispensed by age band – All patients
Distribution of Dispensing by Age Band - All Patients
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Not surprisingly, patients registered with LTC have increased numbers of items dispensed.
An example of this increased rate for LTC patients can be seen in Table 5 below. The table
sets out dispensed items for patients aged 70 to 79, the most common age band of LTC
patients –about a quarter of LTC patients fit into this age band.26

26

The analysis was performed for the year ending 31 March 2015, and includes all registered LTC patients
regardless of time spent in the service. Long term medicines were defined as those with dispensing in at least
three out of four quarters during the year. We analysed at the chemical rather than the formulation level. The
analysis excluded medicines in the ‘dermatologicals’, ‘sensory organs’ and ‘special foods’ therapeutic groups
because it is difficult to discern whether these medicines are dispensed for long term use.
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Table 5 Comparison of characteristics, LTC compared with all patients: Patients
aged 70-79
Characteristic

LTC patients All patients

Items dispensed (total), average for the year 117

41

Initial items dispensed, average for the year

48

26

Dispensing ratio

2.4

1.6

More than 10 medicines

23%

6%

6 to 10 medicines

60%

31%

Proportion of patients receiving:

Source: Data supplied by Central TAS, table by Sapere.

3.4.2 A great deal of pharmacy variation in LTC uptake
Over Stages 2 to 4 of the CPSA, the proportion of LTC patients registered and being paid
for under CPSA was 10.8 percent of the total number of patients receiving a dispensing each
month. There were significant differences by pharmacy:
•

4 percent of pharmacies had no LTC patients.

•

27 percent of pharmacies had less than 5 percent of patients registered.

•

13 percent of pharmacies had more than 20 percent of patients registered.

Approximately a third of all patients receiving a dispensing in a year receive a dispensing in
any given month. Of those patients attending a pharmacy, 3.4 percent were registered with
LTC. These patients accounted for 10.8 percent of items dispensed.
We show the monthly average of patients registered, by pharmacy over Stages 2 to 4 of the
CPSA. We do not observe any significant change in the proportion of patients registered to a
pharmacy over the three stages – in other words, the observed pattern for pharmacies
remains the same over time but varies greatly by pharmacy.
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Figure 30 Distribution of percentage of patients registered with LTC, by pharmacy
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0

Proportion of patients registered with LTC, by pharmacy

Patient age does not explain pharmacy uptake of LTC
Patient age generally determines a considerable amount of activity in health services and, as
discussed above, age explains many characteristics of the LTC patient pool. However, in this
instance, we observe that patient age explains only a small amount of the variation between
pharmacies in LTC uptake. The chart below shows the unadjusted and age standardised
uptake of LTC for the patients, by pharmacy. The distribution adjusted for age (red bars) is a
little narrower, suggesting some of the difference in LTC uptake is explained by age
standardisation, but very little.
Figure 31 Distribution of percentage of patients registered with LTC, by pharmacy:
comparison of un-adjusted and adjusted for age*
250

Number of pharmacies

200

Un-adjusted
Adjusted for age

150
100
50
0
Proportion of patients registered with LTC, by pharmacy

*Age adjusted using 10 year age bands and applying the national age distribution to each pharmacy.
*Time period is January 2014 to December 2014.
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Pharmacy size partially explains LTC take up
We also investigated whether pharmacy size explains LTC take up and found the answer was
a partial “yes”, for small pharmacies. But for the majority of pharmacies, our view is the
uptake is driven by specific pharmacy variables including the attitude of the pharmacy owner.
Total items dispensed during Stage 2, 3 and 4 are used to proxy pharmacy size. Specifically,
we observe the following:
•

The smallest 10 percent of pharmacies have the lowest average proportion of patients
registered with LTC. Their uptake is 8.71 percent, compared with a national average of
10.76 percent. The smallest 10 percent of pharmacies were also more likely not to have
any patients registered with LTC with 27 percent of these pharmacies compared with
only 2.4 percent nationally.

•

There is no clear pattern between the pharmacy size and the proportion of patients
registered with LTC or the remaining 90 percent of pharmacies.

Table 6 outlines the proportion of patients registered with LTC by 10 percent increments of
pharmacy size.
Table 6 Proportion of patients registered with LTC by pharmacy size

Percentile

Maximum number of Proportion of
Percentage of
items dispensed
patients registered pharmacies with
(average per month) with LTC (average) zero LTC patients

0-10

749

8.71%

27%

11-20

1,679

10.82%

4%

21-30

2,437

10.48%

2%

31-40

3,144

11.25%

0%

41-50

3,955

12.31%

2%

51-60

4,738

11.95%

2%

61-70

5,926

11.06%

1%

71-80

7,401

10.75%

2%

81-90

9,449

9.89%

1%

91-100

48,585

10.41%

1%

LTC registrations reduce over time
Over the course of the CPSA 207,000 patients registered for LTC. About half of these
patients registered prior to the first month of payment (i.e. March 2013). New patients
continue to be registered with LTC at a decreasing rate. The average number of new patients
registered per month in Stages 3 and 4 were approximately 3,500 and 2,200 respectively.
Figure 32 below shows the number of new LTC patients registered each month. Date of
registration is based on the first month the patient registration contributes to an LTC
payment, and excludes months where a patient was registered but did not qualify for a
payment.

Page 57

Figure 32 Number of newly registered LTC patients per month

Number of newly registered LTC
patients with payment
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-

Very low uptake of Pharmacy High Needs Adherence Management Service
(PHAMS)
Pharmacy High Needs Adherence Management Service (PHAMS) was funded through the
CPSA in Stage 2 and 3 only and attracted a Service Fee of $43.32 per patient per month
(over and above LTC payments). 226 patients registered with the service. A third of the
patients registered at one pharmacy, while the remainder registered across 142 pharmacies.

3.5 Steady number of pharmacies over time
Finally, we examined the number of pharmacies over time to see whether there has been an
increase in entrants or exits to the sector. To do this, we measured the number of
pharmacies by claimant numbers. This proxy measure is the best we can do, and not entirely
accurate; there are some instances of pharmacies having two claimant numbers and some
pharmacies sharing a claimant number (i.e. in the case of satellite pharmacies).
A pharmacy was included as claiming if it made a claim within the year. New pharmacies
were defined as those without a claim in the previous year. Closed (including merged)
pharmacies were defined as those not submitting a claim in that year, but claiming in the
previous year. New and closed pharmacies may refer to:
•

Opening or closing of a pharmacy (i.e. a physical shop).

•

Change in ownership.

•

Merging of pharmacies.

The number of pharmacies claiming over the last five years increased by 4 percent, slightly
less than the population growth rate. The annual growth rate of pharmacies opening
fluctuated over the last five years, with a positive but slightly lower average growth rate
during CPSA. The growth rate was 1.2 percent in the two years prior to the CPSA and 0.5
percent during the CPSA. The annual growth rates in the number of pharmacies claiming are
shown in the table below.
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Table 7 Annual growth rates in the number of pharmacies claiming

Year

Growth rate in number
of pharmacies claiming

2010/11 -0.4%
2011/12 2.7%
2012/13 1.0%
2013/14 -0.1%
2014/15 0.7%
In 2009/10, there were 987 pharmacies claiming; in 2014/15 the number of pharmacies
claiming was 1026. Over the last four years, an average of 69 new pharmacies opened each
year and 61 pharmacies closed each year. Only 22 pharmacies closed in the year ended 30
June 2009.
Figure 33 Number of pharmacies claiming each year, including new and closed
pharmacies

Prior to CPSA

During CPSA

800
Pharmacies claiming

600

New pharmacies

400

Closed pharmacies (including
merged)

200
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2012/13

2011/12

2010/11

0

2009/10

Number of pharmacies each year

1000
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4.

CPSA has a differential effect on
DHBs

DHBs’ share of the national budget varies even though the CPSA budget is capped at a
national level. We observe significant variation in DHB CPSA expenditure growth rates, with
average annual growth rates during the CPSA ranging between negative 5.8 and positive 4.3
percent.
All 20 DHBs experienced a lower expenditure growth rate during the CPSA compared with
the two years prior. This is not surprising. In the financial evaluation commissioned by
Central TAS, the established savings to DHBs from the three years of the CPSA is $91
million.27 This savings estimate is based on a PHARMAC forecast of dispensing volumes
and payments under the old contract minus actual expenditure. PHARMAC’s forecast was
completed in October 2011, based on the contract at the time and historical volumes. From
our perspective, this forecast is one possible counterfactual for CPSA expenditure.
Figure 34 National expenditure, actual compared with forecast

Source: Schoeler R, 2015

27

Schoeler R, 2015. CPSA 2012 Evaluation Project: Financial Evaluation 2012/13 & 2013/14 & 2014/15.
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4.1

Large variation in expenditure growth
rates

We observe a great deal of variability in the growth rate of expenditure by DHB during the
CPSA. For example, Waitemata averaged an annual growth rate of 4.2 percent, whereas
South Canterbury expenditure reduced on average 5.8 percent annually. The distribution of
expenditure growth rates by DHB is shown in Figure 35.28

Average annual growth rate

Figure 35 Growth rate in CPSA expenditure for the 3 years of the CPSA, by DHB
(graph)
4.0%
2.0%
0.0%
-2.0%
-4.0%
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Bay of Plenty
Canterbury
Capital and Coast
Counties Manukau
Hawkes Bay
Hutt Valley
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Nelson Marlborough
Northland
South Canterbury
Southern
Tairawhiti
Taranaki
Waikato
Wairarapa
Waitemata
West Coast
Whanganui

-6.0%

Annual Growth rate per DHB

National average

All DHBs had a reduction in growth rate compared with growth rates prior to the CPSA.
Further, the financial evaluation commissioned by Central TAS, reported that all DHBs had
a lower growth rate compared with forecast.29
The high rates of expenditure growth by DHB concentrate in northern DHBs, while most of
the South Island DHBs experienced negative growth rates. The average revenue growth rate
by DHB is shown in the map below. Higher growth rates are shown as a darker shade.

28

29

The figures in this section are based on DHB of service, i.e. the location of the pharmacy rather than where
patients live (i.e. not DHB of domicile). For most DHBs, there is little difference in expenditure by service
and domicile; although a number of patients living outside of Auckland DHB pick up their medicines from
pharmacies within Auckland DHB.
Schoeler R, 2015. CPSA 2012 Evaluation Project: Financial Evaluation 2012/13 & 2013/14 & 2014/15.
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Figure 36 Growth rate in CPSA expenditure for the 3 years of the CPSA, by DHB
(map)

We make the following DHB specific comments:
•

South Canterbury had the greatest reduction in expenditure, an average decrease of 5.8
percent each of the three years. This reduction is associated with the greatest reduction
in expenditure per person; expenditure per person reduces by 21 percent over three
years. This reduction in expenditure is due to a 19 percent reduction in dispensing ratio,
the second largest reduction across the country (age adjusted). Despite reducing
expenditure, South Canterbury still had the highest expenditure per person in the third
year of the CPSA (i.e. in 2014/15).

•

Waitemata had the highest increase in expenditure during the CPSA, averaging 4.3
percent per year. The most significant factor identified is a 2.9 percent increase in the
number of patients receiving a dispensed medicine, the largest increase across New
Zealand. The following factors were within the middle quartiles – i.e. not relatively high
or low:


Dispensing ratio.



Dispensing per person (after adjusting for age profile).



LTC uptake.



CPAMS.

Table 8 below contains the average annual expenditure growth for each DHB during the
three years of the CPSA. The following factors of expenditure are also included in the table:
•

Number of patients receiving a dispensing – percentage change over three years.

•

Age of patients – change in the average age over three years.

•

Expenditure per patent – percentage change over three years.

Page 62

•

Initial items dispensed per person – percentage change over three years - actual and age
adjusted.

•

Dispensing ratio – percentage change over three years, actual and age adjusted.

•

LTC – proportion of monthly patients registered with LTC.

•

CPMAS – proportion of monthly patients registered with CPMAS (per 10,000 patients).

The minimum value in each column of the table is in blue text, and the maximum value is in
red text (i.e. the DHBs with the lowest and highest values for each measure have a different
colour text). The five lowest values in each column are shaded blue and the five highest are
shaded in red.
For most of the DHBs, the shaded colour of the expenditure growth and change in
dispensing ratio is the same – representing the relationship between greater reductions in
dispensing ratio and decreased expenditure. There is no clear pattern between the colouring
(and values) of expenditure growth and uptake of either LTC and/or CPAMS. The lack of a
pattern is due to dispensing ratio having a much larger impact on expenditure than LTC and
CPMAS expenditure.
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Table 8 Change in expenditure by DHB, during CPSA; and changes in factors of expenditure
DHB

Expenditure
growth

Auckland
Bay of Plenty
Canterbury
Capital and Coast
Counties Manukau
Hawkes Bay
Hutt Valley
Lakes
MidCentral
Nelson Marlborough
Northland
South Canterbury
Southern
Tairawhiti
Taranaki
Waikato
Wairarapa
Waitemata
West Coast
Whanganui
Total

3.3%
1.5%
-1.0%
3.9%
3.0%
-2.7%
2.6%
3.0%
0.0%
3.0%
4.1%
-5.8%
-0.5%
-3.1%
0.9%
3.1%
-3.9%
4.3%
-3.0%
0.8%
1.6%
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#
Patients.
change
2.5%
2.3%
2.4%
1.8%
2.4%
0.9%
1.2%
1.0%
1.1%
1.4%
1.6%
1.4%
1.5%
-0.2%
1.8%
2.3%
0.9%
2.9%
-0.5%
1.1%
1.5%

Average
age,
change
0.8
1.0
0.3
0.7
1.0
1.2
1.1
1.0
0.9
1.5
1.1
0.4
0.9
1.4
0.4
0.8
1.6
0.5
2.0
0.9
0.8

Expenditure
per patient
2.6%
-3.4%
-10.3%
5.8%
1.1%
-10.8%
3.3%
5.3%
-3.7%
3.8%
6.8%
-20.9%
-5.9%
-9.1%
-4.5%
1.6%
-13.6%
3.4%
-8.6%
-1.0%
0.0%

Initial items dispensed per
person, % change (Actual
and age adjusted)
-3.6%
-1.7%
-1.5%
-0.4%
-2.2%
1.8%
1.3%
2.5%
-1.4%
-0.2%
0.6%
0.6%
0.0%
1.1%
1.1%
0.8%
-1.8%
-0.7%
2.6%
2.4%
1.1%
1.0%
-3.1%
-0.3%
1.0%
2.7%
0.1%
-0.2%
-0.9%
2.0%
-0.4%
1.5%
1.4%
0.7%
-2.2%
-0.1%
1.0%
-1.8%
-0.5%
0.8%
-0.4%

Dispensing ratio, % change
(Actual and age adjusted)

LTC
uptake

-1.5%
-7.9%
-10.0%
-1.3%
-5.8%
-12.3%
-3.0%
-4.4%
-7.1%
-4.8%
-1.3%
-20.1%
-7.0%
-9.6%
-7.1%
-3.2%
-21.4%
-4.0%
-9.7%
-4.8%
-6.2%

9.8%
11.3%
8.2%
8.0%
10.7%
10.2%
14.5%
9.4%
9.2%
10.0%
11.1%
13.4%
8.0%
11.2%
9.5%
10.6%
14.5%
10.3%
11.5%
8.2%
10.0%

-1.8%
-8.1%
-10.0%
-1.4%
-6.9%
-12.3%
-3.5%
-4.7%
-7.0%
-4.6%
-1.3%
-18.6%
-7.1%
-10.9%
-7.3%
-3.7%
-20.6%
-4.1%
-10.2%
-4.6%

CPAMS
uptake, per
10,000
9
38
42
19
24
31
41
41
33
63
31
32
19
25
96
37
5
26
58
24
31

There is no clear relationship between the variation in CPSA-related expenditure by DHB
and the change in number of pharmacies by DHB two years prior to or during the CPSA.
Growth rates were mixed across DHBs and the variation appeared to be mostly independent
of the CPSA.
Rather, the variation in DHB growth rates can largely be explained by the small number of
pharmacies in some of the smaller DHBs. For example, Wairarapa DHB had the largest
percentage change in the number of pharmacies with an average 8 percent annual reduction
during the three years of the CPSA following two of the nine pharmacies closing (and no
new pharmacies).

8.0%

Growth prior to CPSA

6.0%

Growth during CPSA

4.0%
2.0%
0.0%
-2.0%
-4.0%
-6.0%

4.2 A wide range in expenditure per person
In the third year of the CPSA, the average DHB spend per patient ranged between $80 and
$127 per patient per year. This range is (again) primarily due to differences in the number of
items dispensed per person, both initial and repeat items dispensed.
Auckland had the lowest spend per person, at $80 per year, as it has:
•

One of the lowest average ages.

•

Low rates of initial items dispensed.

•

A low average dispensing ratio.

Auckland’s rate of initial items dispensed of 9.8 per person per year is in part due to its lower
than average age. But once age-adjusted, Auckland still had one of the lowest rates of initial
items dispensed. During the CPSA, Auckland had one of the highest growth rates in spend,
likely because of relatively low rates of items dispensed.
South Canterbury’s annual expenditure per person of $127 was the highest. The average
dispensing ratio was also the highest in the country, and when adjusted for age, the

Page 65

Whanganui

West Coast

Waitemata

Wairarapa

Waikato

Taranaki

Tairawhiti

Southern

South Canterbury

Northland

Nelson Marlborough

MidCentral

Lakes

Hutt Valley

Hawkes Bay

Counties Manukau

Capital and Coast

Canterbury

Bay of Plenty

-8.0%

Auckland

Annual growth rate in the number of
pharamcies claiming

Figure 37 Growth rates in the number of pharmacies claiming by DHB, prior to and
during the CPSA

dispensing ratio was the second highest. The DHB had a high rate of initial items dispensed,
but once adjusted for age, the rate was below the national average. This high dispensing ratio
exists despite a 19 percent reduction during CPSA.
Table 9 below sets out average spend per patient for the third year of the CPSA (2014/15).
We also report in this table:
•

Average age of patients being dispensed medicines.

•

Initial items dispensed per person (actual and age adjusted).

•

Dispensing ratio (actual and age adjusted).

The minimum value in each column of the table is in blue text, and the maximum is in red
text. The five lowest values in each column are shaded blue and the five highest are shaded
in red.
Most of the rows in each column are shaded the same colour, implying that expenditure has
a positive relationship with average age and the rate of items dispensed per person.
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Table 9 Expenditure by patient by DHB, and factors for expenditure - for the year
2014/15

DHB

Average
Expenditure
age
per patient
patients

Initial items
dispensed per person
(Actual / age
adjusted)

Dispensing ratio
(Actual / age
adjusted)

Auckland

$80

38

9.8

10.2

1.40

1.43

Bay of Plenty

$105

42

11.7

10.6

1.56

1.56

Canterbury

$106

41

11.6

11.1

1.66

1.66

Capital and Coast

$81

39

9.9

10.1

1.43

1.45

Counties Manukau

$89

35

11.1

12.1

1.38

1.42

Hawkes Bay

$113

41

12.1

11.4

1.72

1.72

Hutt Valley

$111

40

11.7

11.4

1.64

1.65

Lakes

$86

39

10.6

10.4

1.38

1.41

MidCentral

$114

41

12.1

11.4

1.65

1.66

Nelson
Marlborough

$110

44

11.9

10.4

1.59

1.60

Northland

$105

41

11.9

11.1

1.51

1.53

South Canterbury

$127

44

12.4

10.7

1.88

1.84

Southern

$114

41

12.2

11.4

1.72

1.71

Tairawhiti

$107

38

11.4

11.4

1.75

1.79

Taranaki

$112

41

12.1

11.4

1.64

1.64

Waikato

$101

39

11.6

11.4

1.53

1.55

Wairarapa

$122

44

11.8

10.4

1.76

1.76

Waitemata

$86

39

10.5

10.6

1.38

1.40

West Coast

$115

44

11.5

10.1

1.85

1.84

Whanganui

$113

42

12.4

11.4

1.60

1.61

Total

$105

40

11.5

1.53
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The variation in expenditure per patient by DHB is shown in Figure 38 below. The pattern is
similar to the average growth rate in expenditure during the CPSA. The northern DHBs
experienced higher expenditure growth during the CPSA, but lower expenditure per person
in Stage 3 due to relatively low dispensing ratios prior to the CPSA and in the third year of
the CPSA.
Figure 38 Expenditure per patient by DHB – for the year 2014/15

4.2.1 Variation in changes in expenditure per person
decreases
The average DHB spend per person decreased during the CPSA. In addition, the variation in
spend per person by DHB reduced:
•

Northland experienced a 7 percent increase in spend per person over the three years of
the CPSA, the largest increase across the country. Annual spend per person increased to
$105, up from $98. Northland also had one of the lowest reductions in dispensing ratio
and an above average increase in initial items dispensed per person. The increase in
dispensing ratio moved Northland up to the national DHB average.

•

South Canterbury had the greatest decrease in expenditure per person at $127 in the last
year of the CPSA, down from $161. This reduction is primary due to the large decrease
in dispensing ratio. Despite this reduction, South Canterbury had the highest average
annual spend per person in 2014/15.

Figure 39 shows the distribution in average annual expenditure per person by DHB. The
blue bars are for the year prior to the CPSA (2011/12) and the blue dotted line shows the
DHB average for the same year. The red bars are for the third year of the CPSA (2014/15),
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and the red dotted line shows the DHB average for the year. We observe less difference
between the red bars than the blue bars.
Figure 39 Average expenditure per person, by DHB - prior to (2011/12) and in the
third year of the CPSA (2014/15)
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*The DHB average is gives equal weight to each DHB and will therefore differ from the national average.

4.2.2 Little change in initial items dispensed per person
Initial dispensing per person during the CPSA did not change much by DHB. There is no
reason to expect CPSA would result in such a change and we do not observe a change.
The chart below shows the distribution in initial items dispensed per person by DHB. The
blue bars are for the year prior to the CPSA (2011/12). The red bars are for the third year of
the CPSA (2014/15), and the red dotted line shows the DHB average for the year.
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Figure 40 Initial items dispensed (age adjusted) per person by DHB, prior to
(2011/12) and in the third year of the CPSA (2014/15)

2014/15 DHB average*

*The DHB average is gives equal weight to each DHB and will therefore differ from the national average.

4.2.3 Dispensing ratio varies by DHB
There is, however, still a large variation in the dispensing ratio across the DHBs, even
though the variation reduced during the CPSA. Prior to the CPSA, the range of dispensing
ratio (age adjusted) was 1.46 to 2.26 (range of 0.80), and in the third year of the CPSA the
range was 1.40 to 1.84 (range of 0.44). DHBs with the highest initial dispensing ratio typically
had the biggest reductions through the agreement. Despite these large reductions, DHBs
with high initial dispensing ratios still tended to have above coverage dispensing ratios in the
third year of the CPSA.
The dispensing ratio decreased 21 percent in the Wairarapa, from 2.22 down to 1.76. This
decrease is the largest of all DHBs. Despite this large reduction, the DHB still had the fourth
highest dispensing ratio in the third year of the CPSA.
Northland had the smallest reduction in dispensing ratio, 1.55 down to 1.53. This small
reduction is in part due to the low dispensing ratio prior to the CPSA. In the third year of
the CPSA, Northland’s dispensing ratio was the same as the national average.
Figure 41 shows the distribution in age adjusted dispensing ratio by DHB. The blue bars are
for the year prior to the CPSA (2011/12). The red bars are for the third year of the CPSA
(2014/15), and the red dotted line shows the national average for the year.
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Figure 41 Dispensing ratio (age adjusted) per person by DHB, prior to (2011/12) and
in the third year of the CPSA (2014/15)

Dispensing ratio - age adjusted

2.50
2.00
1.50
1.00
0.50

2011/12

2014/15

Whanganui

West Coast

Waitemata

Wairarapa

Waikato

Taranaki

Tairawhiti

Southern

South Canterbury

Northland

Nelson Marlborough

MidCentral

Lakes

Hutt Valley

Hawkes Bay

Counties Manukau

Capital and Coast

Canterbury

Bay of Plenty

Auckland

-

2014/15 national average

4.2.4 LTC registrations by DHB vary greatly
DHBs varied greatly in the proportion of patients registered with LTC and the maximum
rate is nearly twice the minimum rate with 14.5 percent in Hutt Valley and 8 percent in both
Capital & Coast, and Southern DHBs (see Figure 42 below). The map of LTC registrations
below in Figure 43 shows no clear regional associations of rates of LTC registrations.
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Figure 42 LTC registrations by DHB Stages 2 to 4 of CPSA

National average

*The number of patients is based on the average per month for between March 2013 and June 2015. Total
number of patients is the sum of the patients attending each pharmacy and will double count those attending two
pharmacies.

Figure 43 LTC registrations by DHB Stages 2 to 4 of CPSA
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5.

CPAMS analysis

A small proportion of pharmacy revenue during the CPSA was based on the number of
patients registered with the community pharmacy anti-coagulation monitoring service
(CPAMS). CPAMS was introduced in Stage 1 and contributes 0.3 percent of revenue during
CPSA. The amount of revenue from CPAMS increased during the CPSA, as more patients
register with the service.
While CPAMS is only a small part of pharmacy revenue, it allows pharmacies to extend their
scope of work to provide a clinical service to patients. Therefore, we analyse CPAMS from a
number of perspectives through the report to better understand the implications and
opportunities for community pharmacy to work more in a clinical space. In this section we
analyse the service from the financial perspective of the pharmacy. We look at the
professional perspective of the pharmacist in a later section.
The service is provided free-of-charge to patients (whereas GP based services may incur a
warfarin management charge).
We do not look at the financial perspective of the DHB other than to record the service
cost. The alternative to this service is a GP based service, which would be cheaper, as
laboratory tests are bundled in community laboratory services.

5.1

A slowly decreasing warfarin market

The number of potential patients for CPAMS is limited to the number of patients taking
warfarin. We estimate a six percent reduction in the warfarin market of the next ten years
(36,000 to 34,000 patients) assuming no change in clinical practice (our calculation).
The graph below shows the number of patient of warfarin each quarter for the last five years,
and our ten year forecast of patient numbers.
The pharmaceutical dabigatran is an alternative to Warfarin. This new pharmaceutical is not
tolerated by some patients but, if tolerated, avoids testing for INR levels.
Before dabigatran was funded, the number of patients on warfarin increased at a rate of 640
patients per year, represented by the blue line. The green line shows the 13 percent reduction
in warfarin usage due to the funding of dabigatran in July 2011. The solid purple line shows
the downward trend in warfarin usage following the funding of dabigatran – during this
period the number of patients of warfarin decreased by 360 per year. The dotted purple line
is our forecast of patient numbers, which assumes the trend over the last four and half year
continues.
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Figure 44 Forecast of warfarin – assuming no change in clinical practice

5.2 Varied uptake of CPAMS
CPAMS was initiated nationally at the onset of the CPSA (July 2012). Over the last three
years, there has been steady growth in both the number of registered patients and the
number of pharmacies providing the service. In June 2015, there were 5,100 registered
patients with the service provided by 134 pharmacies. On average, each pharmacy provides
the service to 38 patients. The number of patients and pharmacies providing CPAMS over
the course of the CPSA is shown the chart below.
Figure 45 CPAMS, number of patients and pharmacies providing the service
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Nearly all of the pharmacies that started CPAMS continue providing the service through to
the end of the third year of the CPSA. Only three pharmacies (approximately 2 percent)
started the service and subsequently stopped.

Variation in number of CPAMS patients per pharmacy
The profitability of CPAMS service for pharmacies is partly dependant on the number of
registered patients.
In 2014/15 there were 106 pharmacies providing CPAMS to patients for all 12 months of
the year. The average number of patients over the year was 3,900. There was a large spread
in the average number of patients per pharmacy. Half of pharmacies had between 20 and 50
registered patients. A quarter of pharmacies had over 50 patients. Eight pharmacies had
fewer than 10 patients. The spread in the number of registered CPAMS patients by
pharmacy is shown below.

Average

Figure 46 Distribution of the number registered CPAMS patients, by pharmacy.
2014/15*
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*Based on the pharmacies that registered CPMAS patients for the 12 month July 2014 to June 2015.

5.2.2 CPAMS registrations by DHB
There is large variation by DHB in both the proportion of patients registered with CPAMS
and the proportion of pharmacies registering patients with CPAMS.
There is an eighteen fold difference by DHB in the proportion of patients registered with
CPAMS, with Taranaki registering 96 per 10,000 (0.96 percent) patients and Wairarapa
registering 5 per 10,000 patients (0.05 percent).
The proportion of pharmacies within a DHB that have patients registered with CPAMS
ranges from 5 percent (Auckland) and 36 percent (Taranaki). In the smaller DHBs, one
pharmacy’s decision to register patients with CPAMS can have a significant effect on this
statistic. For example, one of the four pharmacies in the West Coast has patients registered
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with CPAMS, meaning the DHB has 25 percent of pharmacies registering patients with
CPAMS, which is twice the national average. On the other hand, there is one very large
practice in Masterton that would appear not to have registered patients, and we assume
continues with a GP or hospital based service.
The table below shows the variation in CPAMS registrations in 2014/15, for both the
proportion of patients and proportion of pharmacies.
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Figure 47 CPAMS registrations in 2014/15, proportion of patients and proportion of
pharmacies

*The number of patients is based on the average per month for the 2014/15 year. Total number of patients is the
sum of the patients attending each pharmacy and will double count those attending two pharmacies.

5.2.3 Current rate of uptake
Over the last three years there has been steady growth in the number of pharmacies offering
CPAMS. At the end of Stage 4, there were 134 pharmacies with patients registered with
CPAMS. This is 14 percent of the 967 pharmacies who dispensed warfarin in the last three
months of the year ended June 2015. The number of pharmacies currently funded to deliver
CPAMS is somewhat limited by the number DHBs contract with.
The proportion of patients dispensed warfarin and enrolled in CPAMS varies significantly
across pharmacies (see table below). The median is 48 percent of warfarin patients enrolled
with CPAMS. The mean is significantly higher as there are a number of pharmacies with
over 100 percent of their warfarin patients enrolled in CPAMS, due to pharmacies enrolling
patients collecting warfarin from other pharmacies.
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Figure 48 Distribution of the proportion of warfarin patients registered with CPAMS,
by pharmacy
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The number of patients enrolled at each pharmacy is capped to 50 patients per pharmacy
(other than in Christchurch, where there is no cap). If this cap was removed, there would be
a higher proportion of warfarin patients in each pharmacy registered with CPAMS. The
reason for the cap was to encourage a number of pharmacies to enrol with CPAMS, and thus
increasing the chance a patient has a nearby pharmacy offering CPAMS.

5.2.4 Wide distribution in the number of patients on
warfarin by pharmacy
There is a wide distribution in the number of patients on warfarin by pharmacy. 137 of the
951 pharmacies managing warfarin (14 percent) had less than 10 patients on warfarin. 110
pharmacies service 70 percent of patients dispensed warfarin. This concentration has
implications when deciding whether DHBs want to encourage different size and different
located pharmacies to offer CPAMS.
The number of patients on warfarin by pharmacy for the three months April to June 2015 is
shown below. We chose three months as patients can receive up to three months’ supply of
warfarin at a time.
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Figure 49 Distribution of the number of patients on warfarin by pharmacy*
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*The number of patients is taken for the 3 month April to June 2015.

5.2.5 Distribution of the number of INR tests
The average number of INR tests per patient enrolled in CPAMS is 1.6 per month (Harper
et al 2015). 85 percent of pharmacies have an average testing rate between 1.4 and 2.0 tests
per month per patient. The distribution of the average number of INR tests per month by
pharmacy is shown the table below.
Part of the differences in the number of tests by pharmacy could be due to the “Time in
Therapeutic Range” (TTR) of the enrolled patients. For example, Harper et al (2015)
reported that patients with lower TTR have more tests.30

30

Harper, P., McMichael, I,. Griffiths, D., Harper, J., & Hill, C. (2015). The community pharmacy-based
anticoagulation management service achieves a consistently high standard of anticoagulant care. New Zealand
Medical Journal, 28, 35-44.
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Figure 50 Distribution of the average number of INR test per month by pharmacy
60

Average

Number of pharmacies

50
40
30
20

10

3 to 3.19

2.8 to 2.99

2.6 to 2.79

2.4 to 2.59

2.2 to 2.39

2 to 2.19

1.8 to 1.99

1.6 to 1.79

1.4 to 1.59

1.2 to 1.39

1 to 1.19

0.8 to 0.99

0

Average number of tests per month, by pharmacy

5.3 Financial viability of CPAMS
We estimate pharmacies need to enrol between 9 and 14 patients on average for a period of
three years to break even.

5.3.1 Cost to pharmacies of delivering CPAMS
In the first year, fixed costs are approximately $4,032; with the majority of the cost being the
device used to measure INR, and a dedicated computer with a useful life of three years.
Fixed costs are approximately $1,480 in the following two years. The average fixed cost each
year is $3,533.
The variable cost of providing CPAMS is estimated to be between $11.16 and $16.72 per
test. The main uncertainty of this additional cost is the time taken to perform the test and
communicate the results /implications to the patient; our estimate is based on an average
time of 5 to 10 minutes. This average time includes the relatively long time it takes when
patients first start treatment to the relatively short time it takes when the INR is on target
and no change to warfarin dose in required.
A breakdown of the fixed and variable costs faced by pharmacies is set out below.
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Table 10 Summary of costs (GST exclusive) for providing CPAMS
Input

Annual Cost Description

Source

Fixed costs
Device used to
measure INR

$2,549 for the Instrument Pharmacy society NZ,31
kit, Handheld battery pack duration is an
$850
and handheld base, that last assumption
approximately 3 years

Dedicated computer
and printer

$900

$2,700 with and expected
life of 3 years

Calibration

$300 Annual fee

Pharmacist training
and accreditation

$425 per pharmacist, two
$283 pharmacist, assume the
cost every 3 years

Based 2 pharmacy
owner operators
estimates
Based 2 pharmacy
owner operators
estimates
Pharmacy society NZ

INR online Software
licence

Based 2 pharmacy
Annual fee, based on under
$1,200
owner operators
60 patients
estimates

Total fixed cost

$3,533 Average each year

Variable costs
Test strip

$5.35 Per test, cost of $257 per Pharmacy society NZ
48

Lancet

$0.24

Pharmacist time

Total variable cost

Per test, cost of $48.19 per Pharmacy society NZ
200

$5.57 to Based on 5 – 10 minutes,
$11.13 assuming
twice
the
pharmacy wage of $33 per
hour

Time based 2 pharmacy
owner operators’
estimates. Wage from
payscale.com‡

$11.16 to
$16.72

‡ The

average pharmacist wage in New Zealand was taken from payscale.com, we used twice the wage to take in
to account overhead costs.

31

http://www.psnz.org.nz/public/home/documents/CPAMSApplication-overviewforapplicants2015.doc
(Accessed October 2015).
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Reimbursement fees for CPAMS (as at Stage 3)
The payment to pharmacy for the CPAM Service is $45 per month per patient, or $540 per
year per patient. The price assumes an average testing frequency of 1.7 tests per month and
includes the cost of pharmacist time, the Clinical Decision Support software, consumables,
cost of replacing hardware and involvement in external quality assurance.

Comparison of reimbursement fees and cost to pharmacies for
CPAMS
On average patients in CPAMS are tested every 19 days, equating to an average of 19.2 tests
per year per patient (Harper et al 2015).
We estimate the variable cost to pharmacists for providing 19.2 tests over a year to be
between $210 and $317. In order to cover fixed costs, pharmacists need to enrol an average
of 9 to 14 patients over three years (includes a $1,600 Establishment Fee paid by DHBs to
pharmacies).
Pharmacy specific factors increasing cost of delivering the service and increasing the number
of patients required to break even include:
•

CPAMS patients requiring higher frequency of testing, the patients enrolled in CPAMS
who had a lower TTR had more frequent testing (Harper et al 2015).


Assuming an average rate of 1.4 tests per month, an estimated 9 to 12 patients are
needed to be enrolled to break even.



Assuming an average rate of 2.0 tests per month, an estimated 11 to 22 patients are
needed to be enrolled to break even.

•

CPAMS patients requiring more help understanding their warfarin dosing and
adherence importance.

•

Pharmacies that have higher paid and more experienced pharmacists delivering the
service.
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6.

Pharmacy and pharmacist views
of CPSA

This section of the report sets out our findings on pharmacy owners and pharmacist views of
the CPSA. Where possible, we include quotes from the visits. In these quotes, we anonymise
the pharmacy and the pharmacist.

6.1

Profile of pharmacy reference sites

The pharmacy reference sites included in the qualitative analysis are canvassed in the table
below.
Pharmacy region and location
The pharmacy reference sites were domiciled across New Zealand in various settings. Nine
were located in the North Island and two were located in the South Island. Six pharmacies
were branded chains (i.e. Green Cross) and five were independent. The pharmacies by region
included:
•

Urban (n = 6)

•

Provincial (n = 3)

•

Rural (n = 2)

Size of non-ARRC dispensing business
Pharmacy dispensing activity was measured by each pharmacy’s non-ARRC dispensing
volume. We categorised low dispensing activity as anything less than 3,500 items dispensed
per month, medium dispensing activity between 4,000 to 7,000 items dispensed per month,
and high dispensing activity as anything greater than 8,000 items dispensed per month.
Under these criteria, the size of non-ARRC dispensing business for the pharmacy reference
sites was:
•

Small (n = 2)

•

Medium (n = 4)

•

Large (n = 5)

Patient-centric services
There was a high-degree of variation in the level in which patient-services were provided by
the pharmacy reference sites. Large pharmacies were noticeably more likely to provide a
greater scope of services to patients. The breadth of patient-centric services included:
•

LTC (n = 11)

•

CPAMS (n = 4)

•

MUR (n = 3)

•

MTA (n = 1)

Demographics of patient base
Patient demographics were also considerably diverse across the reference sites. The average
age of patients served during the CPSA was:
•

≤35 (n = 3)
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•

36-45 (n = 6)

•

46-55 (n = 1)

•

>55 (n = 1)

Patient ethnicity was explicitly measured as the percentage identifying as Māori and NonMāori. Within Non-Māori, there is likely to be a range of different culture needs. Several
pharmacies also reported large Asian, Pacific and Indian patient catchments. The average
percentage of Māori patients served during the CPSA was:
•

≤5 percent
(n = 2)

•

6-15
percent (n
= 3)

•

16-25
percent (n
= 2)

•

26-50
percent (n
= 2)

•

>50
percent (n
= 1)

The socioeconomic status of patient catchments for the pharmacy reference sites was
measured by the Ministry of Health deprivation decile as:
•

1-3 (n = 2)

•

4-6 (n = 5)

•

7-10 (n = 4)

Level of patient clinical need and continuity of services delivered
The level of patient clinical need was objectively determined by Sapere, based on the
information described in the pharmacy interviews regarding difficulty and time spent with
patients. From this, we categorised the level of patient clinical need across the reference sites
as:
•

Low need (n = 1)

•

Mixed need(n = 6)

•

High need (n = 4)

The continuity of services delivery was also objectively determined by Sapere as the level that
pharmacist were servicing a consistent base of patients vs. a high number of one-off walkins. Information described in the pharmacy interviews was combined with observed
dispensing activity, such as the ratio of total items dispensed to initial items dispensed and
the percentage of patients enrolled in the LTC service. From this, we categorised the
continuity of services delivered across the references sites as:
•

Low continuity (n = 2)

•

Mixed continuity (n = 5)

•

High continuity (n = 4)

Appendix 3 outlines a two-page overview of each pharmacy reference site. High-level
descriptive information around the pharmacies services and workforce, dispensing activities,
patient demographics, and CPSA-related revenue is presented. Where possible, we have
attempted to explain the trends in the pharmacies CPSA-related revenue by synthesising the
evidence from the pharmacy interviews and information available in the national datasets. To
make meaningful comparisons between the stages of CPSA, all results are calculated as
monthly averages. Further, all results are calculated by us (and not necessarily equal to
official counts).

6.2 Findings organised thematically
Generally, the underlying intent behind the CPSA was acknowledged as a step in the right
direction for pharmacy. However, for many, the scope of patient-centric services funded
through the contract was considered limiting and was not easy for pharmacy to undertake
because of day-to-day dispensing activities and pressures. There were observed tensions in
pharmacies between providing additional care and services for patients who needed extra
support and feeling they were being adequately remunerated for their time.

Page 83

We organise our findings under 11 key areas:
•

Change in pharmacy business model.

•

Mixed views regarding the LTC service.

•

Generally right patients enrolled for LTC.

•

Unnecessary compliance costs.

•

Pharmacist time a major issue.

•

New pharmacist resources were introduced.

•

LTC funding was seen to be marginal.

•

Funding model was overly complex.

•

Underdeveloped MDT.

•

Other patient-centric services.

•

Technology issues.

•

Misaligned funding model with pharmacy activities.

6.2.1 Change in pharmacy service model
New funding model had variable impact on pharmacy business
models
The CPSA funding model introduced new financial incentives intended to remunerate
pharmacy for a business model structured around the delivery of patient-centric services.
Across the reference sites, there was considerable variation in responsiveness to the changes
in funding. For some pharmacies, the changes in funding meant extensive restructuring of
their business model to better align their activities and services with a patient-centric focus.
“We were conscious pharmacy wasn’t going to be funded for only dispensary activity, so we went
through and assessed all our patients’ eligibility for LTC… The last three years has given us a reason to
refocus our staff on doing things for the patient”
However, for other pharmacies, the CPSA funding model had no material effect on their
business model. Several considered patient interaction to be the same because patient-centric
services were already being provided and were now simply required to document these
activities. Others did not have the capacity to extend their scope beyond dispensing activities
with the funding available. For example, comments include:
“…doing what we always did but just weren’t getting paid for it before”
“There is pressure on pharmacy to widen scope and get accreditation for clinical services. Yet, there
isn’t time or the extra remuneration to provide these services isn’t sufficient”

6.2.2 Views mixed on LTC service
Quite a number of pharmacist owners indicated they did not expect there to be any patient
benefit to LTC, as they felt they were doing the job anyway. Where they felt there was a gain,
came from being more structured and, also, recording what they were doing.
“Not a lot has changed as was doing it before. More structured in the way they do it now”
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“…formalised what we were doing – registration form and what [the patients] could expect. Signing
made it a formal process. Questionnaire for LTC patients… look at records and history. We use a yellow
card, series of 6-8 questions when they visit, added question about other therapies (natural), discuss
where they are at and what they need. A plan”
“LTC has been no different from what we were already doing. To us, it just looked like more
administration and being paid in a different way. The pharmacy is often the first point of contact for
patients seeking primary health care and therefore we were able to see the patients often enough anyway
to be able to talk with them and see how they’re doing”
“Don’t think that fact that we’ve documented everything has changed or benefited patient outcomes. If
you looked at our patients since LTC was introduced you wouldn’t see a reduction in hospitalisation nothing like that would have been achieved”
“Only the documentation has changed but otherwise doing the same thing”

Tightened pharmacists’ focus on patient-centric services?
A few pharmacists commented the change to a service orientation is quite difficult for
pharmacists to come to terms with.
“Having a service that focusses on patient care rather than “counting pills” has improved investigation
and identification of patient compliance issues. Before, it was so easy to focus on dispensing and ignore
other aspects of patient care – in fact it was considered a big achievement to deliver accurate dispensing.
This approach to pharmacy is a limitation professionally. It was difficult for some because pharmacists
aren’t taught how to speak to patients”
"LTC has required pharmacists to be more proactive in knowing patients. Further, pharmacists must
remain engaged in the management of these patients with follow-up calls, monthly reporting etc.
Documenting these discussions can be difficult and time consuming – but this varies a lot. A basic note
can be quick and take 20-30 seconds, but could take 2-3 minutes each time. Notes may need to be
reviewed/edited depending on conversations with doctors”
“The last 3 years have given us a reason for the staff to do things for the patient which is great.
Refocused on the patient. But we weren’t just thinking about dispensing. Has sharpened the focus. We are
looking after the patients the same if not better. So been dragged along slightly”
“Pre-CPSA, approaching patients around compliance wasn’t a typical part of a pharmacist’s day-to-day
work. Therefore, didn’t necessarily have the confidence or skills to do so in a non-accusatory way. There
wasn’t support available for pharmacists to develop these skills either – one pharmacist took an online
course to learn how to approach patients in the right way and become more comfortable in the process.
Three years later, much more confident in how to approach patients”
“Was hesitant on the new model as it was such a major change but quite like the aspects of it now. With
the one to one connection with patients”
“Deal with patients, and can see whether LTC. If they see the flag, then check history and how frequently
they have been, and if compliant can ask a few more questions to make sure everything is ok”
“Over 3 years with LTC I have a lot more contact with the patients. In the dispensary, there are a lot less
repeats”
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Another pharmacist has been using a ‘compliance chart’ process which looks at the period
between when a patient’s medication ends and when new medication is dispensed to see
whether or not they have been taking their medications correctly. This is used as a way to
engage patients in discussing their medication and is simple for everyone to understand.

Quite possible to identify LTC patients
Certainly, some pharmacies are active in identifying patients suited to LTC and likely most
LTC patients could be identified by pharmacies, if they so choose:
“Every script that comes through the pharmacy initiates a check of the patient’s compliance and whether
they are eligible for LTC or not. If there is an issue then need to talk with the patient. This involves
printing out a compliance chart to highlight when scripts haven’t been picked up. Communication around
changing medicine dosages can make compliance issues difficult to detect – e.g. patient who has been to
the hospital or who has changed GP”

Physical space generally not fit for purpose
One observation we make is pharmacies are designed with retail space and a dispensary.
They are not designed for patient consultations. Many of the consultation rooms were retasked storage rooms or small spaces “shoe horned” into retail space. Clearly, pharmacists
were doing the best they could with existing infrastructure, but premises were not designed
with patient-centric services in mind.

Pharmacist training was needed
Investing in the professional development of pharmacy staff was important in this transition.
Opportunities were made available and encouraged for pharmacists to better understand
ways of approaching patients and guiding them on medicine compliance. One pharmacist
noted:
“Pre-CPSA, approaching patients around compliance wasn’t a typical part of a pharmacist’s day-to-day
work. Therefore, didn’t necessarily have the confidence or skills to do so in a non-accusatory way. Took
an online course to learn how to approach patients in the right way and become more comfortable with
the process”

Structure and improved systems were seen by some as beneficial
Pharmacists noted the additional benefits from putting a bit more structure and formality
around the LTC service and the clients the pharmacy attend.
“Not really burdensome, good systems, a few pharmacists, not so restricted with what they can do –
others can do checking while speaking with patients. All trained and so anyone can take down different
information from the patient. Good that this done”
“More work. Naturally our practice is to be patient orientated anyway. So more structured way to deliver
that service. More systems to support that – yellow cards, good tool to help them manage and open up
questions. We put more effort into enrolling patients”
“Documentation on comments and notes in scripts in LOTS, yellow card can record interventions”
“[Person’s name deleted] has led it well and put in the systems – not too difficult to work with, part of
dispensing process, need a management plan (LOTS) for the service”
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Note taking was seen as important by many but not all
All commented that there was an expectation of much stronger note taking in pharmacy and
reactions were mixed. Those who did not feel note taking was useful were generally finding
the compliance burden high.
“Prior to CPSA, pharmacies didn’t have a cornerstone process. LTC in particular helped realign
pharmacists’ focus to identifying patient issues and determining how to deal with them. The required
clinical note taking is an important component of the contract”
“We’re big users of the patient diary on Toniq. There is a quick file on the software now. Some patients
require a lot more detail where some can be done in 20 seconds. It’s important to try to keep track on all
detail. Diary notes are definitely encouraged – but not necessarily required”
“All interactions need to be recorded – e.g. when pharmacists speak with patients, either in person or
over the phone. When making phone calls can see history of communication in system”
However, there were one or two comments that pharmacists might be taking notes in quite a
different manner and that may have implications for pharmacy as staff turnover or when
locums attend.
“We were doing it anyway and the change is just better recording. We can follow the records better,
better consistency. But they are not very processed. Everyone has different ways of doing it, Green Cross
standardised Toniq templates as there were too many people involved. The implementation process was
not nationally directed – for instance TestSafe is useful for dispensing history but management plans are
not transferable/sharable. LTC. ... good direction but lacks implementation. LTC service – everyone has
own way of writing notes but how do you know that they [the patients] adhere to it?”
“I am writing a lot more notes in the LTC section. I didn’t use to record at all and this is a big change
and hard to achieve when out on floor chatting to patients. The LTC audit at another pharmacy indicated
there were not enough notes taken and we would have to record everything. We have come from a
different service model – shop/floor based – and it is not easy access to notes. The consult room does not
normally have access to Toniq”

Some pharmacists have used the contract to become highly service
oriented
A minority of pharmacies had seized the opportunity presented by LTC and had gone much
further than the expectation of the contract. There are some “beacons” in terms of
pharmacists going the extra distance with or without funding. Our impression, however, is
there are probably only a small number of pharmacies who have gone down this path.
Following are comments from one such pharmacy:
“All LTC patients and their families are invited to meet together 1-2 times a year at the pharmacy. These
meetings are intended to help develop wider support networks and better understandings of patients’
medicines regimes. Afterwards, food and drinks are provided for relaxed social interaction. This service
is unique to [name of pharmacy] and [name of other pharmacy] pharmacy”
“Further, LTC patients are invited to come together at pharmacy twice a year to help with the education
process. This is an opportunity to involve the patients’ family and strengthen support at home – and is not
part of the CPSA contract. Also, a calendar was developed to help patients better organise their
medicines”
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6.2.3 Generally the right patients are being offered LTC
We talked to pharmacists about their perception of clients and client need, and whether the
LTC screening tool was identifying the patients who might benefit, and not either over
identifying patients that would not necessarily benefit or missing out groups of patients that
might benefit. Generally, pharmacists felt LTC was working with the right group of patients.
“We pick LTC patients that we can make a difference with. We consider any blister pack request, patient
history, what else they do”
There may, however, be variation in how pharmacies interpret LTC.
“Process too vague – good to enrol and support patients as needed – each pharmacy will do it
differently. Not very standardised”
Findings on patient outcomes were varied and modest with the following comment being
the most confident:
“Overall, patients appear to be doing well on LTC. Their whole lifestyles have changed because of
improved compliance. LTC improved pharmacy monitoring to help achieve this outcome”

LTC patients varied with the communities the pharmacy serviced
Not surprisingly, LTC patients varied by pharmacy. There may be more elderly, or more
mental health patients depending on the communities the pharmacy serves and on the
nearby medical facilities. Pharmacies also vary in the terms of how wealthy/deprived the area
they are serving is. The following comment gives a feeling for the variety of patient
communities that was identified to us:
“The other pharmacy, Unichem, has had a lot more LTC; LTC – has stable patients, e.g. elderly – but
those who are starting to fall off the rails need early intervention support, will see more of these as health
care budgets squeezed and keep people out of care; some mental health patients on LTC ([ place name ]
mental health facility nearby)”

Pharmacists identified some possible additional patients
Pharmacists felt that while typically the patients on LTC were the right ones, other groups
could be added. These patients were either mental health patients or those who were
recognised as non-adherent for other reasons.
“There are two typical LTC patient profiles: 1) Mental health – i.e. depression, bipolar, attempted
suicides (at the severe end), 2) Elderly and complicated/large number of medicine regimes. A lot of
pharmacists’ time will be spent making sure supply is there and then letting these patients know”
“Found last month had a lot of mental health patients who did not qualify for LTC. To get full 20 points,
would have to have 3 conditions, or be non-compliant, or be on 4 or 5, - these patients were on two or
three high risk medicines”
“There are certainly some who easily meet the criteria, e.g. 40 points. But there are others who might
benefit – might be forgetful, but don’t meet the criteria. They are more elderly, still struggle with the 3
medicines they have, and the only way is to work with the doctor, and suggest trays, but the funding is not
quite there for it. Have two tray charges – $4.50 if they meet LTC and $6.5 for those who do not. And
they are the ones who take more time but you always get that”
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“Asthmatics or patients with fewer medicines would likely benefit the most if the LTC service extended its
scope to patients not qualifying but with clear compliance issues. If there is no appetite for changing the
service, there are definite benefits from introducing a shorter monitoring programme to help prevent the
next tier of patients’ conditions from escalating”
“LTC could be cleaned-up. There are certainly patients scoring under 20 points that aren’t compliant.
They typically don’t have too many LTC or have mental health issues”
“Patients with poor health literacy could also benefit from additional support. For example, recurrent
infection is huge with children and extra support for parents would help so they can care of their children
properly”

Is the intervention “one shoe fits all”?
Some felt there could be more stratification of patients with more emphasis on some types
of patients or on particular episodes, such as patients recently discharged from hospital:
“Happy with providing service delivery – more time and better rates would be good for complex patients
on hospital discharge and changes that take more than half an hour or more to better educate patients on
the conditions as well as the medications. Better funding may enable this”
“The issue with the LTC is the motives are fine but [the required note taking] is just a useless document;
it doesn’t address the truly highly at risk. We have had a focus on increasing LTC, but only doing it
because we have the time. We have increased by 50% in one month but are not doing anything more than
we were doing. Something like the asthma project is where it should go. Would take about an hour for an
asthma patient – and there are usually 30 to 60 of them. Identify them. Get them in for an appointment.
Then a couple of follow-ups. Record on templates. Elapsed time is around 6 months. 15 mins for initial
assessment. Probably around 30 minutes in total. We can refer to the asthma educators who then visit at
home. Not about doing every asthma patient but doing the at-risk ones”
“LTC is the right tool for a specific set of patients. However, there are sub-sets of patients at both ends of
the spectrum who would benefit from additional and/or different services. Many patients with compliance
issues suffering from long term conditions don’t meet the assessment criteria. At the top end, there are
patients that need considerably more clinical time with pharmacists to achieve reasonable outcomes, and
are a considerable cost-burden for DHBs. Both types of patients are quite identifiable and attempts
should be made to “intercept” these patients before they’re hospitalised. For example, the profile of a
high risk patient at [place name] will likely be: 55+ years old, Pacific Islander, obese, diabetic and
cardiovascular conditions, and prescribed 5+ medicines. If pharmacists knew hospital visit scenarios
then patients could be scored differently”
“In terms of improving compliance, [LTC] typically helps but doesn’t always. Further, some LTC
patients are actually reasonably able to manage themselves but still meet the criteria and so
conversations can feel a bit forced and intrusive. At the same time, pharmacist discretion regarding
eligibility would be helpful – specifically for non-compliant patients that don’t have enough medicines.
Pharmacists’ will spend time with these patients but not be remunerated for this”

Compliance packaging might already be delivering the benefits of
LTC
Some pharmacists noted that patients on compliance packs were getting largely an LTC
service anyway, and if they were not on LTC, then they possibly should be.
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“Mostly LTC patients will go to blister packs if have compliance issues. Other staff look after this. We
speak to those patients and know their needs. There are lots of urgent medicines and LTC patients have
blister packs for them. If they don’t want blister packs then do speak to them – we may provide 650 - 700
scripts in a day, with an average of 500”
“Blister packs could be a signal for adherence concerns so these patients typically get on LTC. They
don’t necessarily need the extra care”
“LTC requires a combination of education and proactive management from pharmacists. For example,
will talk to patients and ask whether they understand why they are on particular medicines, how it’s
meant to be used etc. Further, a lot of LTC patients are on blister packs so pharmacists will call the
patient when their blister pack is close to running out to help remind them”
“Think the main issue with the LTC tool is so much is subjective. Is it a fairly equal process through the
country, would be fairly universal uptake, and a fairly even relationship to scripts? Has it been is it worth
[pharmacy] doing it – rather than is it good for the patient? We were doing most of the things anyway.
From our point of view, we were doing quite a number of people on packs, so if people were noncompliant, then we would pick them up. It is much more difficult to pick up with general dispensing.
However If LTC, then likely would be on packs. The beauty of the pack is other family members or care
givers can check at a glance”
Some general areas of patient need seemed to be emerging as beneficial areas for pharmacists
to focus.
“Honing down on conditions – For example, a diabetic – eye and foot check, had our levels etc.; for an
asthmatic – how much using inhalers; gout attacks, etc.”

Patients and patient acceptance is mixed but generally positive
Patients react differently to the LTC service. In particular, one pharmacist noted that both
the general mix of medicines and the willingness to receive advice differed among
pharmacies. High decile pharmacies generally have more complex medicines and advice
needs to be given cautiously. On the other hand, these areas also tended to have people with
greater need and greater willingness to listen to advice.
“Population here is different to [removed name] so used LTC more there. Some like it and some don’t.
We need to pick the time to raise it with patients. If they come monthly then we don’t need to discuss in
detail. LTC works for some and not others. Hard to talk to every LTC patient every time they come in –
could be different levels of support – under and overs. There is a risk we could over-complicate it”
“In the beginning, patients didn’t necessarily understand what LTC actually was and people would put
up barriers”
“Some patients need to be in LTC and don’t want to be – patients don’t want to enrol and see it as only a
service for when they are on their last legs. Some of the patients would benefit from more care from
pharmacists”
“The process if very long, very confusing for the patient – the MOH handout was worse so we made our
own, and patients don’t want to sign. Patients have never had to sign up for pharmacy services so get
worried about the contract – and the privacy code is written in small letters. This is where they get
confused”
One pharmacy noted the residential aspect of patients to their pharmacy was important.
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“LTC patients are typically elderly and local to the pharmacy. The residential aspect for LTC is
important and may restrict uptake in city-centre pharmacies. Patient contact is unique in that there are
no appointments and pharmacists can’t anticipate the peaks and troughs (to the extent GPs can).
Moreover, contact time varies considerably, anywhere between a 30 second passing conversation to a
full consultation. The hardest patients to get compliant are those unable to take time-off for a GP
consultation… There isn’t a significant level of churn for LTC patients and pharmacists work with a
relatively stable catchment”

6.2.4 Some compliance requirements felt to be unnecessary
Pharmacists commented extensively on compliance costs with the first set of issues being
about the requirements for recording. Recording interactions with patients and management
plans were found to add to compliance costs, not all of which were felt necessary. The
management plans came in for particular criticism because they had to be completed
annually. Some of this compliance cost varies by type of patient.
“LTC – paperwork a lot but a good service. Tedious. Reviewing annually not necessary. Depends on
pharmacy so perhaps there is a need for national consistency, LOTS system is good for this. Yellow card
– quite often look at discharge records so the same work anyway. Unders and overs in delivery as some
patients that qualify need a light touch and some need a lot – do it anyway”
“Medicine management plans for LTC patients are redundant and a duplication of note taking for
pharmacists. The notes pharmacists take for patients should be sufficient to understand the plan patients
are on. There is a duplication of work – see patient information on a day to day basis rather than the
management plan which may only look at once a month – not clear if it’s very valuable”
The compliance burden was seen as significant and taking away from the purpose of LTC
service by several pharmacists. This feeling of burden is amplified by a sense of being
underpaid:
“Amount of work for LTC is the funding enough? Lots of extra time with patient, documentation and
follow up – is it worth it? Probably no. A barrier for it to be taken up and achieve KPIs. Documentation –
why? Process administration is for audit only.
The compliance burden comes together with the issue of technology in the following
statement by one interviewee:
“On LTC, increased from 300 to 488. We were providing the services well before LTC and now have to
put down what we do in the programme. We were taking notes before – some notes we take off MedTech
and some we put on. Now, just have to put on another piece of paper, management actions, etc. There are
roughly 12 pieces of paper in total and only the first one self populates. Specifically, there is a 2 page
evaluation sheet, then one or two pages for the medicine management plan. Action points are another 2
pages. Registration is 2 pages. The assessments (done every year) are 3 pages”
For some, this compliance cost has been a deterrent to starting up LTC service.
“Pharmacists, even if very patient focussed prior to CPSA, weren’t quick to “take up” LTC because of
the paper work, note taking, and additional national training workshops [which were seen by the
pharmacy owner as really helpful for learning how to approach patient compliance issues]”
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There were also issues of enrolling a patient when that patient was enrolled elsewhere, and
issues of enrolment and un-enrolment may vary by pharmacy and likely be found in areas
which are urban and poor.
“Un-enrolling is an issue – portal will reject if registered elsewhere so pharmacist then has to contact
pharmacy to un-enrol them and have to re-enrol. Time consuming. Common with ethnic groups…. We
have a Chinese speaking pharmacist but some will go and get dispensed medicines from the [name
deleted] discount pharmacy as cheaper (they don't charge a co-pay) and then once qualify for free
prescriptions (the exemption card after 20 items prescribed) will come back to [deleted name] pharmacy
for the service”
“Also patients do go away for long periods returning home for extended visits and have to un-enrol if not
seen in 3 months”

6.2.5 Pharmacist time a major issue and may prevent
introducing LTC service
Having pharmacists with available time was a major issue for many pharmacies and smaller
pharmacies in particular.
“Not really into LTC (I have 46 patients) doing the same business model and don’t have the time to do
it”
“Intern, tech, 2 pharmacists – no time to devote to LTC. Not managing LTC because you can’t due to
staff shortages/funding”

Mix of staffing changes
A lot seemed to depend on the attitude of the pharmacy owner to LTC and, also, the scope
to which staff roles could be differentiated. Clearly, in our visits, larger pharmacies found it
easier than small pharmacies. Pharmacies needed to free up more pharmacist time,
sometimes by changing the workforce to include more pharmacy time and less pharmacy
technician time. Even large pharmacies were learning to target resources and considering
changing the resource mix.
“Yes it has shifted from transactional to service. Not sure fully achieved at this pharmacy. Time
constraint – can’t implement. To put focus on LTC is difficult. More time then it would be achievable”
“Hired a pharmacist who would solely focus on LTC – could then implement. Enrolling LTC has given
an extra task”
And it is increasingly difficult for small pharmacies to support LTC.
“Practicality? When working in a very small pharmacy, LTC was very difficult – had to fax GPs,
whereas here I have MedTech, and could assess patients, so can tell whether LTC or not.”
Further, staffing structures were reviewed and reconfigured in some pharmacies. There was a
greater emphasis on moving pharmacists away from dispensing activities by employing
pharmacy technicians to free capacity for patient engagement. Owners needed to set the
culture and provide opportunities for pharmacists to utilise their skills and knowledge. For
example:
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“Trying to improve tech skills so pharmacists can spend more time with patients to deliver services – get
better separation between dispensing and service functions”

Other possible areas of administrative stream-lining
Interviewees regarded poor IT, completing forms for compliance and, more widely, by what
was felt to be unnecessary compliance activities such as requiring a prescriber’s signature on
every corrected prescription to be a drain on pharmacists’ time.
“LTC should be easy to deliver but we need to fill in forms embedded in a word document, in Toniq. And
we can’t demonstrate improved outcomes. Instead, we are filling forms in furiously to tick
compliance/audit boxes. Even if we could free up the time to fill in these forms, still not getting time to
talk with patients. It might be better to build something fit for purpose”
This squeeze on time has in turn made pharmacists think about undertaking core services
more efficiently to free up the time for LTC services.
“Where does it work and where doesn’t it? - All sites are encouraged to enrol LTC patients. I have
someone to try and streamline the service process to make it efficient. We also focus on a more efficient
core to deliver on LTC. Audit loops are also inefficient”
“The top barriers to freeing up pharmacist are paper work on GP errors, returns to doctors and fax
matching up. E-prescribing will cut down a truck load on time and paper work”

Change in routine was not easy
One pharmacist noted the change in routine for pharmacists was difficult at first. Also, the
traditional work of dispensing and checking prescriptions did not slow up and remained the
major source of revenue.
“For many, LTC was a bit of a stretch at first; pharmacists were set in their routines and found reasons
to find it dis-incentivising – e.g. confusion over funding. There were lots of organised plans to express
negativity [nationally]. Anecdotally, the people supporting the previous system with weekly dispensing
were the ones opposing LTC. [My pharmacy] was labelled “too supportive” of the Ministry and
“abandoned” by the Guild”
“Initially, staff resisted understanding they were more than just a “pill counter” and changing to a more
patient-orientated focus – particularly given this aspect of work didn’t disappear, and still a large
component of business as usual. Further, pharmacists weren’t particularly confident approaching
patients with identified compliance issues. However, over time pharmacists became more comfortable
and developed stronger relationships with these patients – how pharmacists approached the patients was
crucial and they initially needed to further develop their skills to do so in a non- accusatory manner”
Increased investment in robotics for dispensing
There was an increased investment in robotics during the CPSA. Semi-automated robots
became more common and were supporting up to 40 percent of dispensing volume. Scale
was a considerable factor for robotics to be a viable investment for pharmacies. While some
pharmacist capacity was released for other activities, the main time cost was still checking the
accuracy of prescriptions.
Many pharmacists provided examples of how they have used technology to manage the
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increased administration of the contract. The use of robotics and other innovations have
enabled some pharmacies to provide to services a much larger population and to support
‘time to service’ for instance by freeing up staff from blister packing to talk to patients.
“100 repeats take 10 minutes computer time…Technology helps us to do things effectively – 50 bed rest
home – 150 scripts done in a monthly cycle- 200 at $5 (co-pay) equals $1000 dispensing for 5 minutes
work as own the technology – take a day without”
However, use of robotics was very mixed. One pharmacy was considering buying a robot
although they did not support any rest homes. Another was not getting one yet they
supported 3 rest homes and 200 patients. Four of the 11 pharmacies visited had robots and
one was on their third.
“Have robotics. Helps the speed of packing, but the main cost is checking. And is only part of
compliance…For example, we have two de-blistering machines and will lose pills when chipped. Have to
replace these.”

6.2.6 Additional resource required at cost to Pharmacy
owners
Some pharmacies have rebalanced resource and many introduced a specialist LTC role.
This LTC role might lead on LTC consultations and also undertake CPAMs and other
clinical services. Other approaches to organisation are to cross-train a number of pharmacists
in LTC services. One clinically ambitious pharmacy seeks to deepen organisation depth by
training all pharmacists to be able to undertake LTC and MURs.
“Have about 3 extra staff than I need. LTC takes two pharmacists and two technicians to do the work
each week. If I don’t do it, then patients will drift away. Last week, I would have hugged 20 or 30
patients. Yet we are paid dispensing fees. Difficult to see how you would get away from dispensing focus.
Capitation works for doctors as they can surcharge”
“Have 3 pharmacists working on LTC”
Two interviewees noted the cost of the additional resource is less than what they get paid.
“The current level of funding is insufficient to run the LTC service properly. If [name of pharmacy]
didn’t receive additional high needs funding it is unclear how LTC could be delivered. As it is, any illness
focussed session with a patient requires bringing a locum in because it isn’t possible to employ full-time
staff for this. Overall, pharmacy has ended each financial year with a similar balance – but the type of
work has definitely changed. The key thing is whether LTC was meant to be an additional service over
and above current services pharmacy provided or not”
“The idea is a great idea but what we are being paid is shocking. Have taken another pharmacist. Net
profit is zero on the business now. And still have several million debt. Using second hand carpet,
furniture, and the main cost is the cost of staff”

6.2.7 Income from LTC is seen as marginal
It was commented that due to the marginal nature of the income less effort was put into
LTC than could be.
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“Patients don’t know what LTC means. Because we can’t put too much effort into it”
Linked with this, is a sense the payment is not fairly allocated and a suggested the system is
being gamed.
“Some pharmacists do LTC to get paid rather than for a patient benefit. Know that some of the
pharmacies – has 1,200 patients, and only one pharmacist, and they have passed audit – would like to
know how they can look after so many patients – when the average is 400 with 3 pharmacies. It is very
subjective and impossible to audit. Some pharmacists are opting out – used to be paid 30 reduced to 20
dollars. These people you have to call every month”

The drop in remuneration to $20 per patient was received poorly by
pharmacists
Remuneration is an issue and the perceived drop in price to $20 was seen as a very visible
and very negative signal.
“LTC is an averaging price system; you get more for some and less for others. So why are numbers
dropping? Is it due to the annual review? Has the year’s service supported patients to be on track with
their medicines? The drop to $20 coincides with this fall in numbers. More likely pharmacists don’t see
LTC as worth the fee”
The following comment from one interviewee indicates how negative feelings about the
programme became interlinked with the reduction in fee:
“Only do the very basics of LTC – mainly because don’t really understand how the funding works.
Understanding of LTC is that it was just for pharmacists to document what they were already doing –
used to have the assumption that these interactions occurred. There are no clear guidelines. The decrease
in monthly funding was seen to be the DHBs signalling a move away from LTC”
As mentioned, one group of pharmacists was very intent on developing clinical pharmacy
services and utilisations reviews. The current level of funding means they question whether
LTC is worth what is being paid.
“We are cradle to grave – younger and older come. We don’t have all acute people. Have about 180 LTC
patients – should have more but we aren’t really good at assessing them. Even having said that, why do I
bother for the extra 20 per month. Doesn’t pay very much. Pharmacists because of who they are end up
doing it better than they are supposed to do. It is the way of the future but we are not getting enough
money to get paid for what pharmacy is doing. I can’t tell my staff how to treat a patient. Some owners
might have more of a hold over our staff but I let professional staff run themselves. They are doing it at
top of scope. I look at it and what a waste of time”
“We deal with a lot of confused patients, and that is way beyond what we get in dispensing fees. We win
some and lose some, but the actual amount of the dispensing fee means it is not worthwhile. Most of our
180 patients on medico trays, we have two pharmacists and two technicians running 180 people. One of
the ways we deal with LTC is to put them on compliance packaging. Have a set patient structure, but
generally the same people all of the time”

Cross-subsiding activities by pharmacies decreased
Irrespective of any changes in business model, pharmacy owners typically reported tighter
revenue margins during the CPSA, particularly around core services. Several pharmacies had
previously been cross-subsiding compliance packs for patients with their close-control
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funding, but were no longer able to do so sustainably with the new funding model.
Consequently, patients were now being charged up to $5 per pack. These pharmacists noted
a drop-off in patients collecting their medicines following the increase in price.
“Close control wasn’t intended to fund other things but we were able to provide free blister packaging
for everyone. Under the new CPSA we realised this wasn’t sustainable and had to start charging, $5 per
pack. Found patients started to drop off and we’re still getting patients drop off”

6.2.8 Complex funding has not helped
Pharmacists feel they have to do more administration now and feel as if they have the same
(or greater) volumes, but are receiving less funding. The complexity of the funding model
adds to this perception, as many do not know what they are being funded until they see it in
the bank:
“Couldn’t follow complicated formulas for income – just accepted it and moved on as couldn’t control it
and it was going to change anyway. Better to focus on diversifying than dispensing process”
The funding mechanism is complicated and pharmacy owners spend a lot of time trying
to decide whether the extra fee is worth it:
“There are several ways to look at LTC funding: a) previously pharmacists were getting paid a $5.38
dispensing fee, and the LTC monthly fee was meant to make up for this, b) does the $20 monthly fee cover
the cost of the additional documentation – approximately 15-16 minutes per patient or c) look at the total
number of enrolled LTC patients and split the monthly fee into a weekly wage rate, this can look more
reasonable. How the money is cut can influence perspective on funding”
“At [name of pharmacy], the average dispensing fee for LTC boils down to $4.90 but used to receive
$5.38 so is definitely less. Does the extra that the pharmacy receive cover the loss – we think we’ve got
the number about right so are coming out on net”
Further, the funding complications are made more difficult by actual or perceived
administrative issues.
“There is a complicated process of reconciling LTC numbers. Core patient prescriptions get checked
through Toniq straight away but LTC requires separate checking process for back office. MoH EAR
portal has a lot of errors. Pay 3 months wash up. They are working on link with Toniq 3 years down
track”
“Difficult to explain pricing of prescription. Still not sure how funding works. Case Mix Service Fee –
don’t know what going to be paid until it is in the bank. Have a buffer to support changes – been in
business for 25 years so no debt, just reinvest in business. Hard for newbies to manage their business in
this way with debt – need certainty of funding/cash flow”
“I do not have much understanding of the funding model; looked to advice and support from Green Cross
and the Guild”
“More support was required to explain the changes in funding to pharmacists. Payments were coming
into the pharmacy but it was unclear how to reconcile these. It took a year or two to properly understand
how the pharmacy was getting paid – and it wasn’t clear on the statements received either. As an owner,
this was a quite concerning and stressful period. Further, the consequence of pharmacists not
understanding how they were funded because of the levels of complexity were obvious and led to many
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dismissing and rejecting the changes initially. Improvements have been made and funding payments are
now more transparent and easier to understand”

Training sessions were provided but were not enough
While many attended various training sessions and workshops, many felt that these only
focused on small elements of the change and the sheer volume and frequency of changes and
information made it hard to keep up.
“Implementation messy. But made best of it. Have a philosophy of dealing and making the best of it.
Reviewed conditions so open to reviewing what they have done. Liked workshops”
“Hard to understand – went to two of the trainings – tended to go over small stuff but still not answer
whole contract/change. Got operational changes but never saw whole process i.e. payment systems”
“Ok – confusing in the beginning – got clearer and better structured and communicated better. The
initial implementation was very confusing. Lots of updates of info so model evolving while implementing
made it difficult”
“Probably reasonably well but as process was so complicated and no-one knew where we were going did
not engage pharmacists”
“Don’t really know [what the contract is]. Kept changing but didn’t really filter down and there was not
really a lot of communication about it. I didn’t understand contract until yesterday. Bothered to
understand at the beginning but gave up with all the changes. … DHB also didn’t really understand”
Implementation issues and a complex contract have not helped the relationships with DHBs.
One pharmacist made the following comment:
“Implementation? The contract is a nightmare – I gave up on it – did not want to spend my whole day on
analysing it. Just turned up to work each day. To be fair, probably had more of a negative than a positive
attitude. A useless document but I try to accept it. Most annoying, DHBs have not met their timeline at all
in the last 15 years. Almost a feeling it is deliberate, to roll over again”

6.2.9 Relationship with the GP is still undeveloped
Some pharmacists are generally not sure GPs notice a difference with LTC.
“GPs won’t notice any difference. Our culture has always been proactive”
Greater integration or sharing of clinical information with GPs was cited as an area for
improvement. Although there has been development in a shared care record, that system is
not fully integrated with either the GP’s PMS or pharmacist’s administrative system. Where it
does integrate, it is usually done due to good personal relationships rather than through
technology. Primary care is one of the few industries where fax is still common place, and
many use fax to communicate important or urgent information to GPs that might otherwise
get buried among other information. One pharmacy uses fax to ensure GPs look at MUR
records and most pharmacists reported that they fax prescriptions between themselves and
the GPs.
The lack of shared technology, and particularly a shared patient record, was noted as a
barrier to co-operation with general practice. Some pharmacists, through personal
relationships and with assistance from DHBs, had access to MedTech or other practice
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management systems, particularly when working closely inside a “cluster”, to meet the needs
of a geographic area. Others in the main noted the lack of a shared care record as a barrier to
integration with wider primary care.
“Technology barriers. TestSafe helped but interaction with GPs are still lacking. Pharmacists have
individual relationships with GPs, some have own systems based on good relationships, but not
nationwide. Why do you need that? So you can see the patient’s clinical record and what they want to do
– how patient is currently managing etc. We could manage/advise on weight, lifestyle etc.”
One interviewee noted that pharmacist note-taking may not be particularly suited to GPs in
terms of the way in which they are structured. Another noted the GP view of pharmacy as
transactional was an issue for pharmacy and largely due to the transactional nature of the
existing service model.
“LTC does require you to send notes through about the plan – but GPs not interested – doesn’t really fit
in with their note structure”
“GPs see pharmacy as the transactional retail outlet that doesn’t add value to patients. Manage my
health gives a watered down version of the front end. I am working hard to unlock it. Part of it is building
confidence and perhaps our historic model means a hurdle to overcome. GPs see this as a low value
service model. Shared care records – not integrated with pharmacy or GP PMS – third party bolt on”
A few felt there was a need for better integration of LTC with management of at-risk
patients in general practice. In particular, one pharmacist who sits within a primary care
alliance noted the gap between the patients under care on LTC and those under care through
patient predictive modelling (i.e. at risk initiative patients). Another noted that pharmacist
records are not structured in a way they can be useful to GPs:
“LTC does require you to send notes through about the plan – but GPs not interested – doesn’t really fit
in with their note structure”
“15,000 enrolled LTC patients – ETHC will have 30,000 ARI patients – share referral process – could
support ARI patients with other services such as smoking cessation, lifestyle advice, reinforcing theme
and message”
Another pharmacist noted patients are unlikely to remember all they are told by the
prescriber. Access to patient notes would appear to help the situation identified where the
pharmacist has some, but not all, of the information imparted at the prescriber’s
consultation.
“Pharmacists often receive fragmented information from patients, who may struggle to recall the details
of their GP consult after only a couple of days, which makes providing services difficult at times”
One interviewee identified the note taking had been useful in patient based discussions with
GPs and others.
“LTC has helped improve discussions with other health providers. It is a quick reference on the computer
to get the useful information”
One pharmacy works closely with its GPs largely because of supportive DHB contracting
approaches and because the GPs have given the pharmacy access to MedTech. In this
pharmacy, the pharmacist noted:
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“I looked at another screen [on MedTech] and saw COPD management is not good. The GP does not
know whether the patient has picked up the drugs. It is not so easy for a GP to see that. The current
contract won’t do anything for the patient, as not enough time, for a truly at risk patient. Need to sit down
and get buy-in from the patient and needs to be on a regular basis until they are stable”

MDT integration mainly from pharmacy good-will
MDTs are talked about, but pharmacists are rarely included if the MDTs happen at all.
“Busyness of the GPs - Nurses main contact – unless urgent then go to GP. GPs will contact us back with
messages. Sometimes [pharmacist name] meets with them. Not regular MDTs but can request a meeting.
Drinks on Friday at [Dr Surgery] facilitated this”
As part of delivering more patient-centric services, the CPSA intended to increase
communication between a patient’s MDT, particularly the patient’s GP. However, most
pharmacy interactions with primary care providers were still considered negative and focused
around checking for prescription errors.
“If you could sit down with doctors, and if they did specific training on writing scripts, it would make the
process a lot easier”
While co-located pharmacies were more likely to be approached by GPs to help support
patients; this was not regular practice. Pharmacies typically took it upon themselves to initiate
collaborative working with primary care – and were bearing the cost of having pharmacists
work onsite at a General Practice. This was seen to be unsustainable under current funding
arrangements with profit margins becoming increasingly tight.
“We keep notes of mistakes and our dispensing manager goes in and corrects at the General Practice
once a week. She has computer access to MedTech and would fix errors or mistakes on prescriptions.
Also looks at discharge notes for reconciliation. However, not getting paid for this so it can’t really
continue. We don’t want to be putting pharmacists over there to be glorified receptionists”

6.2.10 Other patient-centric services?
There are a number of other services that are inconsistently offered nationally, such as
CPAMS and compliance packaging, either as part of LTC or core services.

MUR seen as a very useful intervention
MUR may be offered if the DHB funds the service and specific training for staff to be able
to provide it. Some pharmacies believe that DHBs think LTC has replaced the need for
MUR.
“Used to do MUR – was the highest in the country – but it is no longer funded by the DHB so can’t
provide the service. DHBs see MUR as LTC”
“…use to be funded for MURs – still funded in Midlands, the […] manager says LTC replaces MURs.
Big backlash. LTC brings in no patient benefits. Whilst MUR you can see a change in patients. And the
MUR skills are about talking to patients about interactions”
Many pharmacists have commented that MUR is a much more intensive and thorough
service, and can be used to complement LTC; however, many find it difficult to dedicate the
time to MUR.

Page 99

“MURs well-funded just don’t have time”
Several pharmacists talked about the difference between LTC and MUR.
“Home visit for MUR – different service levels. Can be in both [services]. What they deliver must be
within funding levels – sometimes have to rationalise. Scenario menopausal women, high BP, husband
cancer, seizure med etc. step up into MUR and support them properly. And with equipment support”
“MURs are much more effective, and much faster. Example, sat down with a child – mother thought she
would use flixotide once only. I showed her a graph reducing lung sensitivity”
“In contrast [to LTC], MUR is clear and well understood. There is an element of synchronisation
between MUR and LTC and they are a good compliment to each other. MUR looks at everything in one
go whereas LTC is not quite the same holistic approach but rather speaking with patient on how to take
their medicine this month”

Pharmacists identify CPAMs as being very useful
CPAMS was a service offered by many pharmacies, although one pharmacy had applied and
was turned down as number of patients was limited. Pharmacists report there needs to be a
critical mass of patients to make CPAMs work for them. The break-even number appears to
be around 40 to 50 patients, with some patients taking more work than others to get stable.
One of the major barriers to undertaking this work is the resistance of GPs to allowing
pharmacists to undertake CPAMs.

Possible additional services?
Some pharmacists have got their sights on additional services although noting the GPs are
not necessarily in favour.
“Thyroid was out but now in. High to very high – good learning environment, very supportive. Keep
going like this. Only bad thing is when doctors are not very supportive of new roles and service”
Other possible services were identified as follows:
“If funding not an object then monitoring work could be a good avenue – HBA1c, cholesterol, urea levels
etc.”
“Wound care, we charge the patient $6.60 for consumables so done for nothing but needs doing”
“Opportunistic cardiac screening”
“Sildenafil being reclassified – health consult on it”
“Stroke prevention being education, medication, 10 questions are identifiers of potential benefit”
“Health promotion and vaccination. Flu is only privately funded not public and could be publicly
funded”
“Smoke-free consultations”
“Gout – monitoring for Allopurinol”
Where new services are offered, then it was noted that pharmacist time will be an
issue during implementation. As one interviewee commented:
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“The DHB is pushing out a project on CVD testing, as asthma was so successful, but have not had time
to do it. GPs happy, but not had the time as doing LTC”
Another interviewee restated the issue at a more general level about the level of uncertainty
in developing new service lines, and a further interviewee noted that there was no demand
for the service and further services are not possible without further funding.
“There is pressure on pharmacy to widen scope and get accreditation for clinical services. Yet, the time
isn’t there or the extra remuneration to provide these services isn’t sufficient. Having post-graduate
training hasn’t allowed pharmacist to do anything. We could consider combining pharmacies if we were
guaranteed no other pharmacy could come into town and start dispensing. There needs to be security that
business won’t be lost if resources are spent to expand scope”
“If each service had a profit margin, I would do insulin management, would like to do travel medicine,
and would like to do vaccines and flue injections. We could do all sorts of monitoring. It is about having
enough profit to make it worthwhile”

6.2.11 Technology lagged the service change
The issue of the use of technology mainly arose out of questions relating to the
administrative and compliance aspect of the contract. There was a lot of feedback in how
slow Toniq was to support the new requirements in their system and even now after these
issues have been addressed, it was still raised that it was difficult and time consuming to
access the patients notes.
“IT was behind when we first started offering the LTC service. Would hope that for any future changes,
the required IT is already developed.”

Pharmacy software is ill-suited to capturing patient records
Pharmacy software was found both useful and wanting with the management plan function
needing more work.
“LOTS – good assessment process so makes it and re-assessments easy. Management plan function needs
more work – should be updated every year. Reconciliation done every time meds changed, consider if
aligned – nothing to add unless something has changed”
There are clearly a number of work-arounds and “fixes” to try to make the system work.
“Documentation is difficult. [The pharmacist in charge] does his own system in Toniq and so has created
a medicine card which is easier to find (notes take too long to access). He can then print the card as a
record of intervention; a workaround for practicality”
Feedback included that the Toniq system was based on old architecture, the patient’s notes
section does not support the pharmacists’ workflow at all; they are embedded word
documents which have to be manually entered. However, it is the system most pharmacists
train on, as one pharmacist put it:
“…cannot demonstrate improved patient outcomes – only mark adherence to policy”
A few other pharmacists that use LOTS have actually found the system much easier:
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Examples of information technology in pharmacy at the moment
One pharmacist used Medi-Map which is a cloud based charting and medication system that
allows GPs, pharmacists, and rest homes to work from a single online medication chart (or
source of truth). This means hard copy medication charts do not always need to be signed,
but a prescription still does currently (it will not once e-prescribing is fully implemented).
This same pharmacist also uses an app that is linked with GPS that his team developed for
his medication run drivers which they can use to automatically notify key workers if the
patient is not at home or refuses to take medications.

6.2.12 Better align funding model with pharmacy
activities?
There was a desire to better align LTC funding with the quality of pharmacist -patient
interaction. Rather than a monthly fee, pharmacists felt they could be remunerated for
patient interventions – such as providing advice around medicine management.
More generally, pharmacists considered the funding of some services to be undervalued.
They felt there needed to be a margin on all services provided by pharmacy for them to be
sustainable. If DHBs cannot fully fund a service, pharmacists would like the ability to choose
whether they deliver the service and charge patients the difference. Deregulating pricing
somewhat would ease some financial pressures for pharmacies. This question of deregulating
prices is beyond the scope of this evaluation but we note that it may be difficult in a highly
regulated industry.
“Let us charge patients – why can every other healthcare agent charge and we can’t? Especially if DHBs
can’t give any more. Being able to doesn’t mean pharmacies will. For example, if we were going to
charge for cost of procurement, it would only need to be $0.5 – $0.7 on top to go from negative to a
comfortable net balance”
There was a common view across several pharmacies that there needed to be stricter access
for pharmacies to DHB funding. Pharmacies need to be able to meet a certain threshold
standard that appropriately services patient needs – particularly for new entrants.
“Don’t give additional contracts out if there is not an unmet need. Quality service needs a quality
premise”

6.3 Motivation of pharmacy owners (down)
and pharmacists (up)
All of the pharmacists interviewed were asked to rate their level of professional satisfaction.
The owners often answered twice, as an owner and as a pharmacist so the numbers may be
reflected differently here. The rating scale ranged from one to five with a description that
ranged from ‘very low’ to ‘very high’. Many answered in between the given numbers and
descriptions, so the results in the table below depict an extra half measure between. Those
that rated .25 or .75 have been ranked down or up as appropriate. Table 11 reports the
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observed current professional satisfaction levels for owners (as owners) and staff
pharmacists/technicians.
Table 11 Current professional satisfaction levels for owners and
pharmacists/technicians
1
Very
low

1.5

Owner

2

1

4

0

2

0

3

0

1

Pharmacist/Technician

0

0

0

3

2

3

4

3

2

Role

2
3
4
2.5
3.5
4.5
Low
Average
High

5
Very
high

As the table above shows, there is huge variation in satisfaction levels, particularly with the
owners ranging from 1.5 to 5 – the pharmacists and technicians seem to be more clustered in
the top end of the scale. It seems that within pharmacies, there is a lot of correlation between
the owners’ and pharmacists’ levels of satisfaction, which is unsurprising as they will set the
tone and working environment culture. There is only one pharmacy where there is a variance
greater than 1.5 between roles, it ranges from 1.5 for an owner to 4 for the pharmacists.
We set out the before and after graphs for pharmacy owners (as owners) in the chart below.
Given the limited number of case studies, we cannot take this distribution as represented of
all of pharmacy. It does, however, show there is quite a range of views both about the
absolute level of motivation of pharmacy owners, the relative change before and after
introduction of the contract and the absolute change.
Figure 51 Pharmacist owner satisfaction prior to and during CPSA
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3
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4

5

The graph below shows before and after satisfaction levels for pharmacists. Despite the
issues of small numbers, the graph suggests pharmacists are more motivated generally and
over the service period.
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Figure 52 Pharmacist satisfaction prior to and during CPSA
50%

Percentage of pharmacists

45%
40%

Prior to CPSA

n = 17

During CPSA

35%
30%
25%
20%
15%
10%

5%
0%
1

2

3
Statisfaction

4

5

Most employed pharmacists commented that their motivation had improved.
“Has come right since contract evolved […] would have been low if asked 2 years ago. Also part of life
stage. I’m nearing retirement – it will be different to new entrants”
“Initially a 3 but moved to a 4 over time and becoming more confident with approaching patients. Now
enjoy the increased emphasis on patient interaction”
“LTC made it a 7, used to be a 4-5 prior to CPSA[…]LTC put things into practice – even though
procedures may have been in place before, this programme encouraged/enforced them and is delivering
a better service for patients. Move from transactional to relationship based. Nothing at the moment that
would want to change – definitely wouldn’t want to take LTC away”
However not pharmacists felt this way.
“Very disillusioned with the current contract and payment. There are so many components to what we
get funded for. Each aspect should be funded sustainably and shouldn’t be support by other aspects –
unclear if this is currently happening”
“Current level of satisfaction – is 2.5 – maybe a 3. Did a five year degree – the only thing I am worried
about is putting scripts through a computer. So forget drug interactions. Always just thinking it is about
whether or not you are getting paid. Lost focus on the patient, is about funding”
“Satisfaction worse since CPSA but if improved then could get better - Short term 2 but could be long
term 3. Needs to be room for improvement for community pharmacists so not just moving up a chain but
professional and clinical – develop clinical intervention at community level. Options but no difference to
salary to follow that path. Not being rewarded for clinical component e.g. MUR. Not trained but would
deliver them if paid for them. Need to motivate owner have time to train to deliver”
It would seem that professional satisfaction is being driven by the focus on providing the
patient-centred services, and that frustration still lies with the contractual and funding
mechanisms. However, many comments seem to point that while satisfaction has improved,
more could be done. In particular, there is a sense of an opportunity not taken:
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“When first went into DHB’s meetings, in uncertain phase, came out feeling great and excited – thought
LTC is a good concept. However, now feel we’ve just spent three years and gone full circle – haven’t
been able to deliver in revolutionising pharmacy. Admit we have probably dropped the ball with LTC but
are still meeting the minimum requirements”
Interestingly, we observe little change in owner professional satisfaction (as a pharmacist)
compared with employed pharmacists. Figure 53 sets out owner professional satisfaction
levels as a pharmacist, prior to and during CPSA.
Figure 53 Owner satisfaction (as a pharmacist) prior and during CPSA
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For both pharmacy owners and pharmacists, there appears little change in satisfaction in
those reporting low levels of professional satisfaction prior to the CPSA. However, we
observe greater increases in professional satisfaction for pharmacists compared to pharmacy
owners who reported medium-high levels of satisfaction prior to the CPSA.
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7.

Patient and GP views

This section of the report sets out the findings of the patient and GP interviews. Although
the interview subjects were few in number, the comments and findings were remarkably
similar across those both groups.

7.1

Patient interview findings

Patient interviews were undertaken to ascertain if users of pharmacy services have noticed
any changes in recent years to the services at their pharmacy by pharmacists.
The reference pharmacies were asked to canvass LTC patients to see if they would consent
to a telephone interview. The aim was to get two patients from each reference pharmacy.
Some pharmacies provided no names, and one pharmacy reported that patients were asked
but were not consenting. In total, 12 patients were interviewed.
There is the possibility that the interview comments are skewed, as people who are happy
with their pharmacy services are more likely to agree to be interviewed. Also, if they are a
LTC patient then they are more likely to have a more familiar relationship with their
pharmacist. Further, there is a clear bias to elderly patients with a strong relationship with
their local community pharmacy.

7.1.1 Profile of the patients
Of the 12 patients interviewed, six were female and six were male. They are domiciled across
New Zealand in Otago, Canterbury, Wellington, Porirua, Hawkes Bay, the Bay of Plenty,
Manawatu-Whanganui, and Auckland. Therefore, there was both urban and rural
representation where people had a choice of pharmacy/pharmacist and where they did not.
“I’d be up s**t creek if he left town. What would I do? I actually don’t know – that is a bit scary”
“They are so professional. They courier our medicines to us, and we pick them up at a local shop. We
are an hour away from a pharmacy”
People reported having the following medical conditions (self-reported by interviewees):
•

INR testing, all with co-morbidities (n=6).

•

Cardiac (n=1).

•

Asthma with comorbidities (n=1).

•

Diabetes with comorbidities (n=1).

•

Mental health issues with co-morbidities (n=1).

•

“Lots of medications” (n=5).
“I have lots of medicines. I don’t really know what each one is for but I know I need to take them every
day. He [my pharmacist] keeps an eye on me”

Age and ethnicity were not canvassed.
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7.1.2 Findings are positive toward pharmacy
Patients greatly value their relationships with their pharmacy
services
All patients reported being very satisfied with their pharmacy services. Most people
interviewed reported their pharmacy service to be “fantastic” and “very welcoming and
professional.” Four made use of home deliveries, and seven said they liked that they could call
in advance to arrange medication.
A number noted that the pharmacy was a “fantastic shop.” This related to the retail side of the
business.

Strong relationships and great staff are important
Most people mentioned that the communication was strong and effective and that they knew
what their medicines were for. People reported taking their medicines more reliably than they
used to, but it could not be determined if this was due to the CPSA or not. More overly the
comments related to use of blister packs.
“They actually care. They are fantastic and the staff are lovely”
“I can’t speak highly enough of the staff. They all know me and help me out. They even know my voice
on the phone”
“Definitely having the blister packs means I know what to take and when”
“They come and visit me at home, oh I suppose, about every month. That is great. We talk about my
medications and what I need to do”
A number of interviewees expressly mentioned the great customer service. Some felt they
were ‘part of the pharmacy’.

Co-ordination between pharmacy and other medics important
Seven interviewees mentioned that the pharmacy co-ordinates their care with other clinical
staff e.g. respiratory nurse, GPs and specialists, which they found valuable ad straight
forward.
“He [the pharmacist] can just pick up the phone and call the GP. I can’t do that – I’d have to wait for an
appointment in two weeks. It makes it so simple and I don’t have to worry about running out of my pills”
A number also commented that there is a strong relationship between their GP and the
pharmacist, but all said this had always been the case.
“The pharmacist can just call and arrange things with my GP. It is great”
“He noticed that I was buying about 100 Panadol a week and he sat me down and spoke to me about
that. He told my GP and now I have proper pain management”

Low awareness of the Long Term Conditions Programme
Each person was asked if they were aware they were on the long term conditions
programme. Most said no.

Page 107

Use of blister packs and INR testing valued and improves selfmanagement
Most of the interviewees reported how useful it is having their pills in blister packs and how
this helped them remember what pills to take and when. Those having INR monitoring
reported how much better it was getting this done at the pharmacy.
“It is so much better. Don’t have to go to GP, wait for labs to contact the GP, then GP to patient and
then a script. It is easy and quick now”
“You can see straight away whether she has taken it as she keeps it [blister back] in the living room and
it also helps her family see if she has taken her meds too. The INR used to be done at the labs, every day
for the first 2-3 years. She suffered punctures, vein collapses but it’s now done in a pinprick - is less
invasive she now has no problem getting it done as needed”
One person mentioned that the pharmacist monitors and measures their asthma, which is a
quick and simple thing, and then the medication can be adjusted.
“They monitor my use of Ventolin. If I am using too much they let me know. And the respiratory nurse is
great too”

What does not work so well or could be improved
There were no reports of what the pharmacy or pharmacist could do better. Some
interviewees reported they did not like it when their GP changed their medicines without
consulting them, but the pharmacist “…picked that up and sorted it out.”
There was mention that the pharmacy was a “busy place”, but felt that this was not a problem.

Suggestions for the future
A number of interviewees said there is nothing the pharmacy or pharmacists could do better
in the future.
There were some suggestions that it was important to make sure the pharmacy stays (in this
case a rural town, with a single pharmacy), as it is good to have continuity of care.

Summary
In summary, the patients interviewed are all very happy with their pharmacy services and the
key to this was good relationships where interviewees felt they could trust their pharmacist
and pharmacy staff.
However, no one could associate the rapport or satisfaction with any of the changes in
recent years (i.e. introduction of the CPSA), and reported their pharmacists as always being
good.
“I have been seeing [name – pharmacist] for 30 years. He has always been stupendous. The whole shop
and his staff are a credit to him”
“No. No. I haven’t seen any changes in recent years. They have always been great”
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7.2 GP interview results
A series of interviews were carried out with a number of GPs to understand their
experiences of the CPSA. We were referred to a total number of 28 GPs by 11 different
pharmacies. While we contacted all 28 GPs for a possible interview, only nine GPs were
available for an interview.
Again, as these GPs work with the pharmacy reference sites they were located in Dunedin,
Opotiki, Albany (Auckland), Manurewa (Auckland), Christchurch, and Dannevirke.
We found that a number of common themes emerged, particularly in relation to the level of
integration (or lack thereof) of services with pharmacists, and the value of sharing clinical
responsibility and patient information.

7.2.1 No tangible changes could be identified as a result
of the new agreement
While the implementation of the new agreement is primarily motivated to support patient
adherence and compliance, many GPs find that their day-to-day activities, processes, and
their primary responsibilities as GPs remained largely the same.
One GP observed that:
“Might have noticed a few improving adherence – some have a better understanding, but a lot of them
are no better. Could be the result of a range of things though”
This respondent was unsure whether the observed changes to adherence could be directly
related to the new agreement, cautioning that they could have been the result of other health
initiatives, for instance to improve mental health.
Other GPs found that, as a result of the new agreement, the transparency into which patients
were registered for LTC services decreased.
“Used to be in control of that [medical adherence] – wrote monthly/weekly items dispensed. Now this has
gone to the pharmacy, who determines eligibility. I have no idea which patients are receiving LTC
funding now. Whole LTC thing is really a failure for me as a GP, since we receive no feedback from the
pharmacy of who are receiving the special care”
However, these same GPs also commented that they did not think that the loss of
transparency was likely to have had material impacts, or have made any significant changes to
the way they worked in the past.
I acknowledge that there is no mechanism in place of informing GPs, but probably wouldn’t make a huge
difference to how GPs work though.

7.2.2 GPs generally supportive of devolving clinical
responsibility to pharmacists
The majority of the GPs are supportive of devolving some of their clinical responsibility to
pharmacists. They commented that their current resources (e.g. time, staff, etc.) are very
constrained and that any possibilities to ‘outsource’ some services are welcome as it
potentially enables them to focus on more ‘value-added’ activities. For example:
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“Repeat prescription patients that we feel that we don’t need to see every 6 months – have an
arrangement with pharmacy to keep an eye on them instead.”
A number of GPs are also very supportive of the CPAMS. However, they find that, in
practice, they had some difficulty establishing formal arrangements with pharmacies on
devolving clinical responsibility. One GP in particular does not provide CPAMS with one of
the practices pharmacies because he cannot resolve different views on how clinical
responsibilities can be shared.
“Don’t do CPAMS – as not clear where clinical responsibility lies. And the pharmacy doesn’t push it.
Have talked with another pharmacist – as far as he is concerned, a fax to the GP is where his
responsibility ends”
Another GP conveyed that he had reservations, initially, in devolving his clinical
responsibility of warfarin patients to the pharmacists.
“It took a while to feel comfortable around CPAMS. Need to deal with significant health issues, to deal
with families…”
However, this GP then commented that after some time, he became “very happy with the
service”, and the outcomes achieved through CPAMS.
“Warfarin has worked very well. Patients especially are very happy with the service”
As stated, some GPs are also of the view that pharmacists could potentially be responsible
for a greater range of functions to help ease the time and resource constraints faced by GPs.
“Superficially any public health services they can take on would help – as we are very time constrained”
However, these same GPs are unable to provide any insight into how this could potentially
be achieved.

7.2.3 Changes to compliance packaging (blister packs)
Blister packaging is very common in some practices. A number of GPs feel that blister packs
greatly enhance the care of their patients, especially for those who are heavily reliant on
frequent medications.
“Quite sceptical about blister packs at first but as we started using it, particularly for a number of
patients, we became heavily reliant on them. They became very handy – doubling up on doses, made easy
etc.”
This, in turn, helped to increase the level of compliance of those patients.
“Used to blister pack many patients – many cases, on only two or three patients, compliance would jump
up”
However, there was no consensus as to whether the number of compliance packaging
patients had increased or decreased with the CPSA. For example, one GP suspected that the
new contract helped to decrease the number of blister packs presumably to the benefit of the
patient.
“New contract … I have a suspicion that it has helped, because we used to use blister packs so much. It’s
decreased now, as a result of a change in regulation, especially around close-controlled blister packs.
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This use was very high to begin with. Can see in other places, where it hasn’t occurred, and hasn’t
decreased – a move away from blister-packing”
Another GP we interviewed could not identify any clear change in the number of blister
pack patients.
“Got a lot of blister-pack patients before LTC as well – numbers haven’t really changed. If anything,
patients find getting a month at a time easier – can go away for a while and not worry about it”

7.2.4 Current interactions with pharmacists are
transactional
We found that the GPs we interviewed had limited interactions with their local pharmacists.
The types of interactions that we discovered were typically ‘transaction-based’, such as
enquiring about subsidised items, or receiving enquiries about prescription notes. While
some GPs had further contact with pharmacists regarding logistical issues, such as the supply
or stock of medication, this was very rare across most practices (and was often only on an
ad-hoc basis).
Only a small number of practices revealed that they received enquiries from pharmacists
regarding patient information. We did, however, find one unique case where a rural practice
had established a shared patient record with one of their pharmacists.
“Probably aware that we have shared record – been a huge benefit. Day-to-day interactions usually will
be about writing prescriptions. For example, might find out if there is a request for medicine, or if the
patient has picked up their medication. Typically, these would be by way of telephone calls”
This practice had a particularly strong relationship with its local pharmacists, and a lot of
clinical responsibility had been devolved, such as involvement of pharmacists in the GPs
peer review process and the Enhanced CarePlus programme. The GP we interviewed also
noted that they were currently investigating other possible steps to involve pharmacists
further, such as in Cardiovascular Risk Assessments.
“They’re also involved with enhanced care plus – trying to coordinate our pharmacies with the tech
programme. Trying to get the whole process running a lot smoother. No point two of us doing the same
thing”
This GP appeared to be very willing to share clinical responsibility. We found that the key
driver for this was to streamline processes and reduce potential inefficiencies, where possible.
Many of the issues and strategies to do this were discussed in a Pharmacists Working Group
between the GPs of that practice and the pharmacies in the area.

Further work would be required to explore future opportunities
Some key elements that influence the degree to which interaction occurred include physical
location, patient demographics, number of pharmacies in the same area, and others.
A few GPs suggested that there could be some potential for greater integration, especially
through devolving clinically responsibility to alleviate GP workload. Other GPs suggested
that they saw value in establishing more informal relationships with their pharmacists to
discuss market trends, and ponder over general observations within the wider health industry
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(e.g. changes in drugs or tablets, infections management, stock levels, observations within the
sector, etc.).
However, a number of GPs are somewhat skeptical about what can actually be done given
their scarce resources and time. As a result, these GPs commented that further work would
be required to really understand how greater integration between GPs and pharmacists could
possibly work.
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8.

DHB views of the CPSA

We set out in this section a brief record of interviews with DHB staff. The DHBs we met
with are largely in the planning and funding divisions of DHBs in the same geographic area
as the pharmacy reference sites. We asked for direct and personal views of the CPSA rather
than DHB representative views and the notes below need to be read as such.

8.1

Main themes for DHBs

DHBs were remarkably consistent in their reflections on the issues raised by CPSA. The
main themes for DHBs are as follows:
•

A sense the early momentum of the CPSA has dropped off, particularly with the price
reduction for the LTC Service Fee in Stage 4.

•

A sense that something has been achieved, particularly with pharmacies getting to know
their patients better and attending to clinical note taking.

•

Strong recognition some pharmacists grabbed the opportunity and in each DHB there
are “beacon” pharmacies undertaking very good work, some of it beyond the scope of
the CPSA.

•

Recognition that smaller pharmacies struggled to step into patient-centric services such
as LTC.

DHBs also acknowledged MURs and MTAs, two other patient centric services they value,
will likely be delivered by clinical pharmacists outside community pharmacy setting.
On issues of integration within primary care, and between GPs and pharmacy, DHBs
recognise that on the whole pharmacists and GPs could work together better and that the
CPSA had not been successful in bringing about this connection.
DHBs voiced concern at the growth in compliance packages and queried whether this
practice was necessarily in the patients’ best interest. A number of interviewees referenced
the literature on compliance packaging and felt that literature to be less positive than the
current rate of growth in compliance packaging would suggest.
Lastly, they were also concerned at the quality of clinical pharmacy services in ARRC. In
particular, DHBs felt the connection between patients and the pharmacist/GP is being lost.
Clearly, both this issue and the issue of compliance packaging will be important for the
DHBs to work through both locally, regionally and nationally.

8.2 District Health Board 1: a need to push
on with what we started
We draw out themes from the discussion with each DHB in a relatively unstructured manner
to retain the informality of the interviews.
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8.2.1 Expenditure under control but need some measure
of patient service contribution
This first DHB noted a primary driver in the CPSA was to make the pharmacy contract
affordable. This DHB is a deficit DHB and the rate of growth in the previous contract
contributed to their current poor financial position. As a consequence, the previous contract
put pressure on the DHBs ability to offer other health services. Further, the DHB did not
see the increase in cost as value for money and was interested in making full use of pharmacy
professionalism. Reflecting on where it considers it has got to with pharmacy, the DHB feels
the evidence to date suggests the CPSA is keeping with the budget this DHB has allocated.
However, the future year funding growth of the CPSA is an issue.
The DHB still uses the number of dispensed items to measure pharmacy workload and
recognises this is a poor metric for valuing pharmacist activity, and is trying to work towards
some measures of quality of patient’s service.
The DHB also felt it needs to inflate for this additional patient service workload rather than
just volume of items dispensed. However, the DHB noted that instead funding is increasing
at a nominal rate that does not necessarily reflect the increase in workload in either volumes
or services. There is still a need to continue developing the service model in pharmacy.
The DHB felt the service model right needs to be right before considering the appropriate
funding model to incentivise pharmacy servicing behaviour. The DHB was of the view that
pharmacies will respond to the funding model put in front of it and that pharmacies are
acutely aware of and respond quickly to price signals:
“…you can have a sound service model that is good but price signals will drive change”
For example, the DHB observed that with the introduction of LTC a lot of pharmacies
initially tried to register as many patients as possible - whether or not they had identified
medicine adherence as an issue. However, since that time the DHB has observed a number
of patients have dropped off the LTC service and the DHB speculates this drop-off is
because pharmacy could not provide what was needed. The DHB also recognised the drop
in patient numbers coincided with the fall in LTC service payment from $30 to $20 per
registered patient and felt that some pharmacists possibly read into that as a shift of DHB
interest away from the LTC service.

8.2.2 Integration benefits from LTC are incremental but
small
The DHB felt implementation of the LTC service resulted in incremental gains to primary
care integration. The DHB acknowledged that putting in place systematic processes will
assist management of LTC enrolled patients and is a goal they are working on. The DHB felt
LTC might influence patients’ health outcomes over time, but not much at the moment.
The DHB made several other comments about implementation of the CPSA in its region:
•

Trying to get appropriate and standard level of clinical note taking has been difficult.
The DHB feels it needs to have good patient-level documentation to support the value
pharmacists can add. The DHB notes pharmacists have been the exception to health
professionals taking clinical notes, and feels this needs to change.
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•

The DHB felt the documentation process to register patients is overly bureaucratic and
does not add much value. Further, the LTC scoring tool is too black and white:
“You are either in the high need group of patients or not; it has not catered to patients on the boundary
that miss out”
The DHB felt pharmacists may not be funded properly for the really high need patients,
such as patients presenting daily or couple of times a week, often with mental health
issues. The load can be unfairly distributed because these patients tend to be clustered
around particular geographic areas. The DHB suggested there may be an argument for
introducing additional Case Mix Fees to deal with these high need patient groups.

•

The DHB had recently been talking about setting up a continuous review of patients,
rather than having one static group of LTC patients, where patients would receive
treatment matched to their level of need via a more complex funding mechanism.

A need to push on with what we have started
The DHB noted that there was a firm view that “we need to push on down the track”. The DHB
had not gone out to look for specific evidence of CPSA working, but there were reports
from pharmacists of patients being better able to manage adherence. For the DHB, IT
developments and analysis of data stand out as the next steps with an emphasis on
identifying patients who might have adherence issues.

8.3 District Health Board 2: a sense of not
fully grasping the opportunity
This DHB provides extra service funding to its pharmacies and has been actively involved
with pharmacy for a number of years.
“When the CPSA was initiated, a number of the key pharmacies saw what was coming and moved very
quickly to reduce their dispensing ratio. This ratio came down very quickly. The pharmacies knew they
just had to bite the bullet, take the opportunity and deliver new services. We got a lot of people on board
because of the promise of change, but the weaknesses around the funding model caused problems. The
ones who moved to patient centred change and got excited about clinical services were stung the worst
through this process, because of those funding changes that occurred through the contract”
In this region, DHBs noted that there was a strong sense of fatigue among the pharmacists,
although there is a desire to continue with the transition to more patient centred model of
care.

8.3.1 CPSA essential from this DHB’s perspective
The DHB regarded the CPSA as essential for a number of reasons:
•

The previous contract was unaffordable.

•

The patient outcome was not clear:
“All this money was going in, but where were the patient outcomes?”

•

The majority of pharmacists were interested in approaching pharmacy from a more
patient centred perspective, particularly younger pharmacists. Owners were more
prosaic:
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“fair enough this makes sense but do not mess up our mechanics”
The DHB recognised the amount spent on Close Control patients under the previous
contract was not identifying patients very well and that these patients could be better
identified through the LTC scoring tool, so the CPSA created an opportunity to fund
services to the right patients. Not being able to afford the current system was an opportunity
to look at things differently:
“Let’s go and target this group (LTC) and change funding towards being more focussed on these patients
- can start to have a more outcomes focussed discussion with pharmacies”

8.3.2 Momentum lost?
Pharmacist buy in was on the premise that revenue would not disappear overnight with the
introduction of the Total Funding Envelope and Transition Payments. The understanding
was that changes in funding would occur over the three year period, giving strong signals to
the sector what pharmacy services DHBs value. However, according to the DHB this
signalling was not done well. The process and drivers for change did not create enough
momentum.
“We got it through the door, but momentum did not continue to get the ball rolling fast enough. We never
moved LTC to either more or less of what pharmacies were already doing”
Subsequently, pharmacists’ negotiation tactics changed and they wanted to separate out the
LTC service. For the DHB, this was a huge distraction and ended up in complex discussions
around prison populations and those populations on the cusp of eligibility. A lot of energy
has been used in discussions on mental health patients.

8.3.3 Aged residential care service models have changed
a lot
While there was no funding model change to the ARRC service, there has been a material
change in the service model with the introduction of Medi-Map. The DHB believe
dispensing and delivery costs have reduced significantly. Further, the ARRC component of
the contract is more profitable than before because delivery costs have gone way down.
“There is an end-to-end system from dispensing into administration and connecting the prescriber.
Pharmacists used to dispense to ARRC without all the technology required and went ahead and got it
done. But all of the savings and potential further savings will be really hard to extract because it is all to
the benefit of the pharmacist. On the other hand, ARRC is less well served under this service model as
getting a dispensing process remotely and without contact. In contrast, there used to be interaction
between pharmacist and the GP; the clinical and patient connection has been lost. We are identifying this
as a strong theme in ARRC from a GP perspective”

8.3.4 Change in funding LTC was a negative signal
The DHB noted the change in funding was a negative signal to pharmacy and made it
question whether all the work for LTC could be done in 15 minutes (assuming an $80 per
hour cost of pharmacist time).
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“Stage 4 set us back a long way in improving understanding of possibilities. Dropping LTC and then
making dispensing fees the same as core services was a mistake”

8.3.5 CPAMS is successful in this DHB
The DHB felt that the atmosphere around CPAMs has changed. GPs were concerned
initially about devolving this service to pharmacists but are now asking if they can register
more patients under CPAMS. The service is more expensive to the DHB but the DHB
supports the service as it sees CPAMS as a way of getting GPs and pharmacists to work
together.

8.3.6 MURs and MTAs
The DHB commented on MURs and MTAs, even though these two services were not part
of the CPSA. MTA is currently in proof of competency phase in this DHB. The DHB
identified a big constraint was the number of clinical pharmacists. The DHB has found MUR
very interesting; the service has been “on the go” for three years, but numbers are still very
small (about 1,500 per year) despite a number of pharmacists being qualified to offer MUR.
At the same time, the DHB disinvested from its mobile team of pharmacists offering MUR
which was for pharmacies that did not have qualified pharmacists. Nevertheless, the volumes
delivered by pharmacy remain stagnant in the DHB. Pharmacy is not even referring patients
into MUR, despite the DHB having made an effort on the funding side to make the activity
attractive.

8.3.7 DHB perspective of where contract has got to
The DHB felt efforts in managing medicines through MUR and MTA, and LTC patients
need to be ongoing. The managing medicines activities and LTC together are seen by this
DHB as a package of services around an individual patient, such that the pharmacy could
ensure that patients were getting maximum benefit from medicines. The DHB expected
from pharmacy more clinical exchange with prescribers and a more holistic approach in care.
The DHB view is the pharmacist still think in terms of episodic care:
“I get funded for X amount over a period of time, what type of care can I provide for these patients”
The DHB had expected pharmacists to look closer at patients’ medicines and to go back to
prescribers and discuss issues more with them.
The DHB did not think the understanding and subsequent embedding of patient-centric
behaviours had gone well across its network of community pharmacies. The DHB felt, for
pharmacists, LTC had almost become an obligation to write clinical notes for compliance
purposes. The DHB impression was pharmacists think the notetaking activity is more for
audit purposes rather than delivery of services.
The DHB felt it needs an LTC service with a quality programme around it. This quality
programme would ensure pharmacies better understand patient population and could take
away the gateway around having to score, as the DHB view is the scoring builds a
compliance culture. The DHB’s impression was that there a very large number of patients
needing adherence support who fall outside the scoring tool. The DHB also believe the
funding model is still very dispensing oriented and needs to shift towards much more
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sophisticated capitation funding, and less item based. Whether or not this view is correct, the
DHB felt:
“Audit vs. quality was driven entirely by Guild – prevented a quality approach. Ideally, would know their
peers could review their work”
One of the failures the DHB identified was that it needed to engage both the health
community and patients more. The changes needed clients expecting more professional
input from their pharmacists.
“We were trying to drive professional change, but engaged more with the owners and agents for the
pharmacy owners”
The DHB noted pressure on pharmacy productivity needs to stay.

8.3.8 A strategic challenge…
The DHB made the following comments, which were strategic in intent:
•

The DHB would like to see pharmacy ownership be a bit more open. It observed entry
and exit to market is so controlled and restricted that it is hard to drive change and hard
to bring new entrants into the market who will look at things in a different way.

•

Looking forward, the DHB felt there needs to be clear decisions around roles of
pharmacists and where these roles sit particularly in terms of clinical pharmacy roles.
The DHB felt it needs to deploy pharmacy skills in the places where those skills will
maximise value – and this place is not necessarily within four walls of community
pharmacy.

•

The DHB felt far too much is contracted centrally and more could be attended to at the
DHB level. The DHB would like more flexibility to act locally:
“Cannot have one contract to accommodate change for every pharmacist across the country”

The DHB speculated in future pharmacy might look like:
•

Pharmacy technicians could do almost all of the checking.

•

CPAMs and CPAMs-like activities could be extended.

•

Pharmacy would have a quality framework including peer assessments and be
credentialed such as in a Cornerstone standard used for GPs.

•

Patient-oriented services would include the LTC service plus MUR (the latter being
useful for episodic setbacks for patients) – where MUR gets the pharmacists out of
pharmacy into patients’ homes to provide a more holistic approach.

•

Pharmacy would be better integrated with other workforces in medicines adherence
services – for example, when district nurses go into patients’ homes, then they could
scan the compliance pack and feed that scan into the patients’ medication plan.

•

Medical pharmacist teams would operate as part of the ARRC.
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8.4 District Health Board 3: CPSA did not
change pharmacist behaviour
The summary view of this DHB is that CPSA did not change behaviour and, in particular,
reducing the LTC service fee from $30 to $20 had a negative effect on pharmacy uptake of
the patient centric LTC service. The DHB observed pharmacists have dropped LTC locally
because they do not see it as sufficient payment for their time.
“Goes completely against the purpose of the contract – dropping price completely sent wrong message”
The DHB also felt those providing the service probably were providing it before, but were
not recording what they did. Pharmacies are telling the DHB that revenue is less than it used
to be and it is “pinching”. The DHB reported no one is that ecstatic about the outcome
from the contract and that, in particular, notetaking was a paradigm shift for pharmacy and
that paradigm shift hadn’t fully taken hold in its pharmacies.
The DHB noted there are changes in the way pharmacists are dispensing. The DHB is aware
of five robots and there might be others, particularly if ARRC contracts are involved. For
LTC and other services, the DHB feels smaller pharmacies will not be an option and
observes that they are not changing their model of care at all. The DHB observed it is
difficult to provide LTC in one-man bands – the pharmacist does not have time to provide
private consults.

8.4.1 A series of implementation issues did not help
There were a series of region specific issues which hindered uptake:
•

There was a too heavy-handed audit around notetaking which effected perceptions of
what pharmacists would need to do to perform to a LTC standard. Since then,
pharmacists made comment that they are taking a step back from LTC because it is not
worth it given the regulations and the level of extra documentation.

•

The language of LTC caused confusion with GPs as it is an adherence service and not
LTC as GPs understand long term conditions management to be.

•

There was negative press generated in the region from differing pharmacy views:
“A couple of factions had too much weight that agreed to things and then went out in public and then
disagreed”

•

The DHB identified the community pharmacy portal system (EAR) to be so
complicated that pharmacists do not work with it. The DHB believed the system is not
intuitive and it is difficult to find the information that pharmacists are after.

The DHB noted the CPSA simply assumed communications between GPs and pharmacists
would happen. These communications with GPs have not happened in the manner
anticipated. The DHB felt that seamless communication (IT based) between GPs and
pharmacists are needed to achieve the integration goals of the CPSA.
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8.4.2 The DHB is proactive with patient-oriented services
The DHB encourages the full range of patient-oriented services. CPAMS is supported, as is
MUR and clinical pharmacist activity (MTAs). MTAs are undertaken by pharmacists
employed by the DHB but located in community practice. MUR activity is very low and the
DHB does not have critical mass in trained pharmacists, so cannot go out and advertise the
service to GPs.

CPAMS is going well in the DHB
The DHB now has seven pharmacists accredited in the region. The DHB felt the cost of
breaking even is not great for pharmacists, but noted a lot of pharmacists are put off by it.
The DHB acknowledged an increased cost of IT in the middle of implementation without an
increase in funding for pharmacists caused friction. Also, the DHB observed CPAMS
patients are meant to be stable but they often are not, which raises the number of tests
pharmacists need to undertake over and above what is funded. The DHB felt the contract
may be back-to-front and that pharmacists might be funded for stable patients, but are
probably better for unstable patients because of easier access to regular testing. Clinically, the
DHB noted there is some variation in outcomes from CPAMS. GPs are meant to have a
direct link to patient data and testing results should be going back to the patient record but it
was unclear to the DHB if this is happening.

8.4.3 Future plans in DHB?
The DHB felt the last contract ended up being all about money and remuneration and that
the drift it was seeking towards cognitive services was lost. This DHB will be focussing on
CPAMS, MUR, MediMap, e-prescriptions, and pharmacist facilitators. Future directions for
additional clinical services might include pharmacy immunisations, a gout management
service, etc.
The DHB felt it has systems already in place and could roll out these extra services
tomorrow. The IT would need to be in place, and if the regulations are not too bureaucratic,
then it is likely that reasonable remuneration would be $80 per hour. The DHB would pay
for these as additional services rather than “shoe-horn” those services into a fixed price
contract.
The DHB noted the contract only really looked at Core Services and LTC services and has
not looked at ARRC or CRC yet. The DHB felt these last two services were well worth
looking at.

8.5 District Health Board 4: a variable
pharmacist response with some
“beacons”
The DHB set up a pharmacy advisory group as an outcome from a district wide community
pharmacy strategic plan and its view of CPSA is partly through this lens. The DHB noted the
following:

Page 120

Community pharmacy, hospital pharmacy, and the school of pharmacy sit at the table and
look at issues across pharmacy. This advisory group looks at how pharmacy can work in
different ways and different models. There have been some small successes because of this
additional focus such as access for pharmacy to TestSafe and introduction of medicine
reconciliation services.
The advisory group has not achieved a cohesive approach to how the DHB can get
community pharmacy more engaged with GPs. The DHB identified isolated pockets where
pharmacists currently work well with GPs, but questioned how to replicate this model to
many GPs, across many pharmacies? The DHB noted the pharmacy sector is changing in
this region. The time pharmacists spend on checking and correcting scripts is opaque to the
DHB and likely to be changing rapidly. The DHB believed pharmacy is moving towards
using pharmacy technicians to check scripts rather than pharmacists. With robotic packaging,
the pharmacist does sporadic checking of scripts for appropriateness but does not check all
scripts. The DHB understands some pharmacists are not checking compliance packaging
anymore. The DHB felt this trend to greater automation, a changing labour mix and less
pharmacist checking of scripts is likely to continue.

8.5.1 The DHB is proactive with pharmacy but pharmacy
is not exercising the options put in front of it
The big issue for the DHB is engaging pharmacists in patient centric services rather than
funding those services. A range of patient oriented pharmacy services are provided:
•

MUR is funded through community pharmacy but uptake is less than a quarter of the
funded capacity. Over $150,000 is budgeted, but uptake is only $24,000. The MUR
funding package pays for time for pharmacists to undertake the review, follow ups with
the patient, compliance packaging where needed. Time is funded at a generous $150 an
hour.

•

Smoking cessation is funded through community pharmacy. This service was run
through a PHO initially but the DHB now contracts directly with pharmacy and again
the DHB feels pharmacy is: “massively under-delivering”.

The DHB noted there are several very motivated pharmacies in CPAMS and in the other
DHB specific patient centric services. They typically have 100 patients each per programme,
but still struggle to get GPs to refer patients through to CPAMS.

8.5.2 Variable uptake of patient-centric services
The DHB observed the same variable pattern in uptake of LTC services. The DHB
identified the way pharmacists deliver services to patients has not changed with the contract
for the majority of pharmacies. Again, the DHB acknowledged pharmacies interested in
patient centric services and delivering MUR and CPAMs probably have made changes –
albeit in quite varied manner.

8.5.3 Where to now … …
The DHB felt the next CPSA needs to be more about specific services rather than broadly
defined services.
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Further, the DHB was beginning to think that if it wants clinical pharmacy services, then
likely they will be delivered elsewhere than community pharmacy. The DHB speculated on a
number of possible ways forward:
•

Have clinical pharmacy services acting across primary and secondary care in areas of
clinical specialism, such as renal medicine. The pharmacist could be a clinical pharmacist
working in both secondary care and community pharmacy.

•

Locate clinical pharmacists in primary care backed up by those with a speciality in
secondary care. The clinical pharmacists could be team based across primary and
secondary care and could be there to assist GPs with long-term conditions management
including prescribing as well as medicines adherence.

•

Address poly-pharmacy particularly in ARRC. “We see a small number of providers using
robotics to dispense and then just dropping off medicines. There is no engagement with prescribers or
ARRC carers.” The items dispensed for ARRC could be taken away from CPSA and
placed with ARRC services.

•

Address poly-pharmacy in primary care. The DHB has been piloting a programme of 16
clinical pharmacists working with GPs to address issues of polypharmacy. However,
this work is not linked with patient compliance packaging decisions so loses some of its
value.

•

Patient risk profiling, as way of engaging GPs and pharmacists.

As with other DHBs, this DHB felt pharmacy needs something like Cornerstone
accreditation that GPs use. The DHB noted Cornerstone allows the sector to “bootstrap up”
clinical quality; but the DHB feels there is currently no desire to do so in pharmacy. The
DHB felt the contract is not a good instrument for implementing quality but, rather, is just a
way for pharmacies to access the DHBs’ payment schedule.
“Challenge at the moment is as soon as someone has a license then we have to give them a contract. A
lot of one man bands are getting licenses and do not know how they can provide a good quality of patient
centred services”

8.5.4 A different and better funding model
The DHB also wanted to develop a more sophisticated funding model:
“– still very much a fee for service arrangement – still weighted heavily on volume of dispensing – not on
quality. Quality standards at the moment are around facilities, not so much about professional standards.
I would like to see all pharmacies have a consultation room, too many have no way to have a private
consult with a patient. If we continue with LTC [then this] should be minimum but clear requirement
around quality. Currently we are too opaque – more measures on accuracy of prescriptions dispensed
rather than volume. Contract more specifically around service specification”
The DHB expressed concerns around the growth in compliance packaging and queried
whether it is for the benefit of the patient:
“Compliance packaging makes it almost automatic they [pharmacy] do lots of things required for LTC.
We did a bit of work a number of years ago looking at the impact of compliance packaging on adherence
and compliance – there was no material effect. The literature at the time suggested discussion around
reasons for taking medicines gets results. There is a tendency in pharmacy to view that compliance
packaging gets patients’ compliant – I am not against compliance packaging but it needs to be done with
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engagement with the patient – are they taking medicine, do they understand why, are there any side
effects?”
The DHB expressed great frustration at the ability of the sector to address these issues:
“We have no way of engaging in quality and expectation when trying to put these things in place. The
Guild is working as a union trying to protect the interests of the lowest common denominators. Success
going forward would be an investment in the quality agenda to get the contract moving forward.
Otherwise we end up having conversations around sustainability of pharmacies, regardless of quality
and whether we actually need this many pharmacies. This is where the Society could have a role. If they
get the quality agenda right, then can demonstrate value added to patients when they walk through the
door”

8.6 District Health Board 5: wants greater
clinical integration
The DHB interviewees in this DHB were relatively new to the funding role.

8.6.1 DHB view is CPSA has not delivered
This DHB was negative about the pharmacy agreement, other than funding. The new
contract provides better cost control coming back from 8 to 9 percent growth and is easier
to budget. But the DHB does not see it as successful:
“Nobody is happy with the funding model. Everyone bought into the initial promise but it has not
delivered that promise. From our point of view, 90 percent of funding goes to medicine supply and not
optimal use. There is no incentive not to dispense anything as the bulk of community funding is coming
through supplying medicine to someone. Our other frustration is pharmacy is still disconnected and
working in isolation. We need to be more connected than ever and cannot afford to be working in
isolation anymore. [Name of rural pharmacy] is the exception to the rule. The pharmacy uses MedTech
to good effect and has a better relationship with prescribers. The pharmacists used to sit on the local
clinical excellence group”

8.6.2 CPAMS successful and MUR not
The DHB invested in MUR funded through community pharmacy. The number of
providers and volumes were really low for a number of reasons – principally, the DHB felt it
was expecting them to provide a service that they were not set up to provide. The DHB view
is MUR is too different from the pharmacists’ day to day business and therefore had to find
staff to provide what was perceived not to be a revenue generating service.
In this DHB, MedLab provides information and guidance around wafarin levels, and
pharmacists are working under standing orders for adjusting warfarin dosages. The DHB
reported pharmacists are very positive. However, there is variability in approach; some say
they can only spend a certain amount of time for the money and others say will do whatever
takes to get the job done. The DHB is starting to reach capacity and would rather see
numbers grow and worry about the funding cap later down the track.
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8.6.3 A change to optimal use of medicines than supply
of medicines
The DHB felt core services are all about supply of medicines but should be around optimal
use of medicines. The contract should be about providing guidance and management of
medicines for patients – and it could set up supply of medicines differently. The DHB
acknowledged it is not going to get there in the next year, or the year after.

8.6.4 Wants to change from bricks and mortar to working
with Integrated Family Health Centres
The DHB is trying to put in place quality measures that it feels should have put in place by
pharmacy profession. In particular, the DHB felt the disconnect from other primary care
development is always going to be an issue. The DHB is particularly worried about the
disconnect with primary care and, also, with primary care script errors. The DHB noted
scripts are not reviewed as much as they were in the past. On the plus side, the DHB
believed most pharmacists are very conscious of notetaking and that it is an essential with
registration of medicine management plans. The DHB seeks a step change in pharmacy
recognising pharmacies better identify with their client populations because of the CPSA:
“We are actively trying to get pharmacies working in IFHCs but not necessarily outside of pharmacy. It
is about using clinical skills on which they base practice rather than knowledge of a pharmaceutical
schedule. We noticed changes with CPSA - pharmacies have a much better idea of practice population as
a result of LTC. This is the first time pharmacy had to actually look at regular customers. They probably
had this in the back of their minds but have now documented it. The other thing we have seen is our
monitor of medicines returned for destruction plateaued off once CPSA came in. We think this is linked in
with synchronisation of medicines in LTC”
The DHB noted there currently isn’t the local pharmacy leadership to make integration
happen:
“In [place name] all pharmacies have signed up to work in a local IFHC. These pharmacies traditionally
haven’t worked well together but are starting to. But they do not know where to go and the general
practitioners do not really know either. They need to answer questions like what do we do, do we merge
our practices, what services do we provide, based on current funding mechanisms. It would help us if
they had ability to take a step back and say what would they want to provide? There isn’t leadership
locally to generate those kind of thoughts”
The DHB has also noticed scale economies go hand in hand with the ability to offer a wider
range of pharmacist clinical skills and sees from examples in rural areas how pharmacy might
be encouraged to develop:
“Part of what [a rural pharmacist] has been able to do is scale up. If he was in a high street pharmacy
he could not do what he does. We are seeing a similar improvement in [another rural area]. It is all
about good relationships with prescribers. The ingredients are - able to have sufficient pharmacists on
board, has a strategy in mind on what service they want to provide, and is happy to have pharmacist go
along and spend a couple of hours working with prescribers. We have had a discussion around “give me
the money I would have earned and let me see what I can do within the functions and expected outcomes”
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8.6.5 Refining and extending patient centric services
The DHB wants to offer a patient centric MTA service separately from community
pharmacy initially but would like community pharmacy sector to grow to provide this
service. The DHB is likely to progress the MTA service outside national contracts. The DHB
is starting to think about segregating LTC and MUR services by patient population. The
DHB believed the LTC service is about looking at those unintentionally non-adherent – and
the DHB wants to fund MUR services to assist those patients who are intentionally nonadherent.
The DHB felt CPSA does not serve pockets of community well, particularly mental health
patients. The DHB indicated it is difficult to find who is under specialist care and should be
under LTC and does not know where to ask or what information to work with. The DHB
noted patients do not necessarily understand the service and do not want to sign up to
anything. The DHB is not sure of the solution but intends to put some thought into the
issue.

8.7 District Health Board 6: more activity in
the acute patient space
Again, this DHB had a sense of lost momentum.
The DHB felt that the contract started with the right intent, towards patient-centric services.
The experience of this DHB was the message was sent to pharmacy that a shift to patientcentric services was required. But, now at end of CPSA 2012 Stage 4, the DHB noted it is
apparent there are different levels of LTC service. The DHB speculated perhaps there needs
to be triage to decide how patient issues are picked up and how to attend to the different
patients.
There was good uptake across the DHB of the LTC service although it now seems to have
plateaued. The DHB felt pharmacy good will is declining a bit, and the reduction in monthly
LTC service payment from $30 to $20 undermined this. At that point, pharmacy
commitment waned mainly around the extent of administration. The DHB stated:
“Pharmacists really have to look closely at their business models on how to deliver a service like this – LTC
has really challenged them”
Pharmacists’ relationship is described by the DHB as “not that great”, and that conversations
around CPSA have always been about money.
As with other DHBs, this DHB noted few pharmacists have really embraced the change and
taken on clinical pharmacists, as well as providing other services such as home visits and
home delivery. For most, however, pharmacy is not looking to offer what this DHB calls an
integrated pharmacy service and it is not clear to the DHB how it manages the current level
of “atomisation” in pharmacy. This DHB is particularly focussed on implementing a quality
framework for pharmacy. Also, the issue of ARRC prescribing and poly-pharmacy was raised
as one the DHB was concerned at and needed to address. The DHB also noted small
pharmacies did not appear to have the capacity to deliver patient-centric services.
“Poly-pharmacy in older people is through the roof. There is a real gap between CPSA, general
practitioner and hospital – ARRC is missing”
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The DHB noted pharmacists can be quite active, clearing up issues on both the prescribing
and the dispensing side. Some pharmacists in this DHB have MedTech and some do not,
which means a different level of visibility in hospital discharge notes. The DHB
acknowledged the LTC tool itself does not relate to LTC patient profiling done by the GP.
“The DHB is going back to where it was 10-15 years ago with MTA/MUR done in isolation of community
pharmacy, funded outside CPSA. The DHB would like to develop medicine management services, with MTA
services on referral from hospital and general practice. The DHB wants to support a range of other
services, particularly about supporting rural and isolated pharmacies”
“MUR uptake was low and we never spent our budget. The number of trained pharmacists was low. A
different approach was piloted based on the LTC “complex” group could wrap more comprehensive service
around these patients. MURs that were undertaken in people’s homes were much better quality than those
done in pharmacy. The problem for pharmacists is they cannot all go into homes. We maintained same
investment into MUR, but have just changed what is funded based on scoring tool for LTC”

8.7.1 Taking contract forward:
The DHB noted the very difficult national contracting environment which has multiple
levels of complexity and wondered why this was so, as there are lots of other national
agreements without those issues. The DHB believed service models in community pharmacy
need to change and there needs to be greater alignment with GPs, as well as better
information sharing, which may need to be done locally as nothing is happening nationally.
The DHB would like to see role of community pharmacy assisting in management of acute
demand and in the complex patient space, which means better targeting of community
pharmacy resource to particular patients with a wider range of interventions. The DHB
would also like to be able to make much better use of the high access rate of patients to
pharmacies with practice based, patient-centric services, and then wrap around services that
get done outside the pharmacy.
Clearly, IT needs to keep up with more pharmacy based population oriented services. And,
sitting behind this, the DHB would like to see a significant improvement in the pharmacy
quality standards.

Page 126

9.

Patient-centric services and
patient outcomes

This section sets out the third and last leg of our evaluation and, in particular, seeks to
identify whether or not the LTC service has had a measurable impact on health outcomes.
LTC is primarily focused on improving adherence to medication regimes. The LTC service
was intended to maintain and improve enrolled patients health status, thus minimising acute
admissions to hospital and delaying entry to residential care. This analysis aimed to explore
whether there had been an impact of the service upon acute future hospital admission. This
approach was adopted because of the ready availability of hospital admission data on a
national basis. There remains scope for further analysis of an impact of the service upon
entry to residential care, and potentially to direct measures of adherence.

9.1

Analysis approach

The challenge for the analysis was that data were available for a group of patients who had
received the LTC service, but that there was no well-defined control group against which to
compare the outcome. The approach used to address this issue was to use a propensity
matching technique. Propensity score methods allow for the management of bias on
observational data, where there is not a natural control group against which to compare the
outcome experienced by cases who have received some intervention.
In general, a propensity score is generated by conducting a logistic regression exploring the
chance of a patient receiving the intervention, which is then used to generate a conditional
probability of treatment assignment on various baseline characteristics.32 Once the
propensity score has been generated for a large set of controls, it can be used in a number of
ways. The method adopted in this analysis was one to one matching between cases (who had
received LTC) and controls from the population with a calculated propensity score. This
allows the construction of a case and control group for which outcome measures can be
compared directly in order to measure the average treatment effect for the treated. Further
regression analysis can be used to address any residual bias and confounding issues, if
suitable data are available.
Central TAS supplied patient level data on patients who had been enrolled in the LTC
service, with NHI numbers encrypted. We used the encrypted NHI numbers to link patients
who had received LTC to a number of national datasets, including:
•

General practice registers (including demographic variables).

•

Hospital inpatient admissions.

•

Hospital outpatient events.

32

Austin, P. C. (2011). An introduction to propensity score methods for reducing the effects of confounding in
observational studies. Multivariate behavioural research, 46(3), 399-424.
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•

Dispensed medications.

•

HealthTracker mental health indicators.

At no time did the analysts conducting the study have direct access to information which
identified a patient. Analysis was conducted onsite at the Ministry of Health, and analysts all
signed confidentiality agreements. Analysis was conducted using SAS statistical software.

9.2 Matching
The body of patients in the case group, which had received LTC, were enrolled in the service
and were associated with a payment for LTC being made at any time in the period from 1
January 2013 to 30 June 2013. There were 126,845 patients in the case group. The outcome
measured was acute hospital admission in the period 1 September 2013 to 31 August 2014,
meaning that a reasonable period of time had elapsed after enrolment in the LTC service in
order to allow for the service to have an effect. This time window allowed a period of six
months after enrolment in the service for the majority of the patients in the LTC dataset.
The following data were extracted, and calculated where necessary for each of the cases and
for all potential controls from the national set of general practice registers:
•

Age.

•

Sex.

•

Ethnicity.

•

Care Plus and Community Services Card status from general practice registers.

•

Deprivation (by quintile of the NZ Deprivation Index).

•

Charlson Comorbidity Index.

•

DHB of domicile.

•

History of acute and elective hospitalisations.

•

Dispensed medicines in each of the high level Therapeutic Group One classifications of
medicines.

•

Mental health indicators from a suite of mental health measures which had previously
been calculated for the Ministry of Health’s HealthTracker dataset.

The Charlson comorbidity index is a widely used indication of comorbidity in prior
hospitalisations, which is strongly correlated with future hospital admission and mortality.33
It has been adapted to modern coding systems, including ICD-10, and has been validated on
New Zealand data.34

33

Charlson, M. E., Pompei, P., Ales, K. L., & MacKenzie, C. R. (1987). A new method of classifying
prognostic comorbidity in longitudinal studies: development and validation. Journal of chronic diseases, 40(5),
373-383.

34

Quan, H., Li, B., Couris, C. M., Fushimi, K., Graham, P., Hider, P., ... & Sundararajan, V. (2011). Updating
and validating the Charlson comorbidity index and score for risk adjustment in hospital discharge abstracts
using data from 6 countries. American journal of epidemiology, 173(6), 676-682.
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Because there was, unsurprisingly, strong correlation among receiving dispensed medications
across the different Therapeutic Groups, rather than use the dispensed data directly, we
calculated principal components for receiving dispensed medicines across the possible
combinations of groups. The principal components were the variables which were then used
for analysis.
Once the relevant fields had been extracted and calculated for the whole population of New
Zealand, logistic regression was used to calculate a propensity score for each of the
approximately 3.2 million individuals in the dataset. Since there appeared to be a
discontinuity in age, we fitted separate models for patients aged under 70 and those aged 70
or more.
The variables in the finally specified regressions were:
•

Age.

•

Charlson Index.

•

Sex.

•

Ethnicity.

•

Deprivation quintile.

•

DHB of residence.

•

Enrolment in Care Plus services.

•

Holder of a Community Services Card.

•

Principle components1 to 16 of Therapeutic Group level one dispensed prescribing.

•

Proportion of events where patient did not wait among all outpatient events for the
patient.

•

Proportion of events where patient did not attend among all outpatient events for the
patient.

•

Count of elective admissions in the 3 months prior to LTC enrolment.

•

Count of acute admissions in the 3 months prior to LTC enrolment.

•

Count of elective admissions in the 6 months prior to LTC enrolment.

•

Count of acute admissions in the 6 months prior to LTC enrolment.

•

count of elective admissions in the 2 years prior to LTC enrolment.

•

Count of acute admissions in the 2 years prior to LTC enrolment.

Once scores had been calculated from the logistic regressions, controls were matched to
cases for comparison. Nearest neighbour matching was used, since more complex matching
algorithms proved to be impractical with the available computing resources. A criterion was
applied requiring propensity scores to match within a threshold of 0.0001. The final patient
group used for analysis had 65,354 patients in each of the control and case groups.

9.3 Results
The key result was that the case group (i.e. those enrolled with LTC) had a somewhat higher,
but not statistically significantly level of acute hospital admission than those in the control
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group after matching. In effect this is a null result, which finds that the LTC service did not
have a detectable impact upon reducing acute hospital admission.
The regression used to calculate the propensity scores is useful as a more sophisticated
measure of factors associated with enrolment in the LTC service, allowing simultaneously for
the effect of all the different variables in the regression. These results demonstrated a
number of clear relationships. There is a strong deprivation gradient, with patients in more
socioeconomically deprived areas having a significantly higher probability of being enrolled
in LTC than those in Deprivation Quintile One.
Figure 54 LTC enrolment by deprivation quintile

Similarly, there is a strong ethnic gradient. Compared to all other ethnicities combined, Asian
patients were not more likely to be enrolled in LTC. But both Maori and Pacific people have
significantly higher odds ratios for enrolment, with particularly high levels among Pacific
people.
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Figure 55 LTC enrolment by ethnicity

Given the other factors taken into account in the regression, there remains substantial
variation across DHBs in LTC enrolment.
Figure 56 Adjusted LTC enrolment by DHB

A number of other factors had statistically significant associations with LTC enrolment.
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Table 12 Factors with statistically significant associations with LTC enrolment
Factor

Odds
ratio

Lower 95% confidence Upper 95% confidence
interval
interval

Charlson Index

1.015

1.004

1.027

Male (compared to Female)

1.042

1.021

1.063

CarePlus status

1.872

1.828

1.917

CSC holder

1.361

1.333

1.390

Acute admissions in
previous 3 months

1.092

1.054

1.131

Acute admissions in
previous 6 months

1.089

1.059

1.119

Acute admissions in
previous 2 years

1.062

1.052

1.072

A number of specific mental health diagnoses also had statistically significant associations
with LTC enrolment, including autism and anxiety disorders.

9.4 Subgroup analysis
A number of pharmacists had a view that the LTC service could be more effective among
Maori and Pacific patients, or among patients in more deprived areas. We therefore
conducted a subgroup analysis on these populations in order to investigate any differential
effects which were not picked up in the overall result.
We subset Maori and Pacific patients from the overall dataset, with 12,702 in the control
group and 10,567 in case group. The figure below shows the distribution of acute
hospitalisation in the follow-up period, where the upper graph (case=0) is the control group
and the lower graphs (case=1) is the case group which received LTC services. The
distributions are similar, although the case group has a slightly longer tail on the right. The
proportion of patients with no acute hospitalisation is higher in the control group than that
in the case group.
Since there was unequal variance in the two groups, the Satterthwaite method was used to
apply a t-test for difference. This showed a statistically significant difference, with higher
acute hospitalisations in the case group than the control group for Maori and Pacific people.
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Figure 57 Acute hospitalisation for Maori and Pacific LTC recipients and controls

Similarly, we subset the data for patients with the highest quintile of deprivation index, giving
14,484 patients in the control group and 12,847 in the case group. Again, there was a
statistically significant higher rate of acute hospitalisation among the cases (who had received
the LTC service) than among the controls.

9.5 Medicine use in LTC patients
In order to understand more about the patients who had received the LTC service, we
explored the medicines which they had been prescribed. The first analysis was a distribution
of the number of different therapeutic groups of medicines in the medication received by an
LTC patient over a six month period. Therapeutic groups are broad categories of medicine
for a given system within the body (for example: alimentary tract or cardiovascular groups).
The modal number of different therapeutic groups was seven, representing seven different
classes of medication (each of which may have more than one medicine being prescribe
within it), shown in the figure below.
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Figure 58 Distribution of number of therapeutic groups prescribed to LTC patients

This indicates the high level of prescribing being seen among LTC patients, with 65% of
LTC patients receiving 11 or more medicines. The full distribution of number of different
medicines is shown in the figure below.
Figure 59 Number of distinct medicines prescribed to LTC patients

We further looked at combinations of therapeutic groups for LTC patients, in order to
understand more about the classes of medicine being used most commonly. The most
common combinations of therapeutic group for LTC patients are shown in the table below.
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Unsurprisingly, the most common classes of medicine are those which are mostly widely
prescribed in general, including alimentary tract, blood and blood forming, and
cardiovascular. This core combination remains common, with additional elements of
musculoskeletal, dermatological and nervous system medicines. Nervous system medicines
are the only single therapeutic group which are common enough to rank in the top five not
in combination with any other group.
Therapeutic group Combinations

Percentage LTC
patients

•

Alimentary Tract and Metabolism

•

Blood and Blood Forming Organs

•

Cardiovascular System

•

Nervous System

1.06%

•

Alimentary Tract and Metabolism

1.03%

•

Blood and Blood Forming Organs

•

Cardiovascular System

•

Unknown

•

Alimentary Tract and Metabolism

•

Blood and Blood Forming Organs

•

Cardiovascular System

•

Extemporaneously Compounded Preparations
and Galenicals

•

Infections - Agents for Systemic Use

•

Musculoskeletal System

•

Nervous System

•

Alimentary Tract and Metabolism

•

Blood and Blood Forming Organs

•

Cardiovascular System

•

Extemporaneously Compounded Preparations
and Galenicals

•

Infections - Agents for Systemic Use

•

Musculoskeletal System

•

Nervous System

•

Dermatologicals

1.10%

0.63%

0.62%
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9.6 Interpretation
The overall finding is that the LTC service does not have a detectable impact upon
subsequent acute hospitalisation. This cannot be a definitive finding that no effect exists, but
does indicate that if there is an effect, then it is small.
The patterns of enrolment with LTC fit with those which might be expected if pharmacists
are successfully identifying high risk populations, with statistically significant effects for
Maori and Pacific people, those with higher socioeconomic deprivation, enrolment in the
CarePlus complex patient programme with general practice, and recent experience of acute
hospital admission. Moreover, the profile of medicines being taken by LTC patients, with a
very high level of polypharmacy and variety of different classes of medicine, suggests that
pharmacists who have implemented the service are effectively identifying patients with a high
need for adherence support. These factors all have face validity in association with potential
adherence problems.
The higher level of acute hospitalisation among the LTC cases, which is statistically
significant in the ethnicity and deprivation subgroups, is likely to reflect two issues. The first
is methodological, suggesting that the matching process did not fully correct for the risk of
hospitalisation. But it also suggests that while those pharmacies which are operating the
service are successfully identifying patients at risk of acute hospital admission, there is a
question about whether the patients being identified can have their adherence effectively
modified by the service. It is possible that the patients with the highest level of risk, to whom
the service appears to be effectively targeted, may not be the same as those patients with the
greatest capacity to benefit from the service.
This analysis provokes a number of questions and analyses which could contribute to making
the service more effective in the future. These are:
•

Explore the potential for analysis of entry to residential care, as a second outcome
measure in addition to acute hospitalisation outcome analysed here. While it was not
feasible to analyse this outcome as part of this exercise, and there are difficulties with
the completeness of some state funded residential care data, this is an alternative
measure of the effectiveness of the service which would be well worth exploring in the
future.

•

Review any available data on the modifiability of adherence. Risk of a disease or event is
only the first step in finding people who can benefit from a service. The susceptibility of
patients to treatment or behaviour modification is also an important part of the wider
view of where a service can make a difference, and of how resources can be deployed
most effectively. This critique is a standard part of assessing the effectiveness of
screening programmes, and a similar framework can be useful for considering the
effectiveness of case-finding methods, such as the tool for enrolling LTC patients.

Overall, while the analysis finds a result of no detectable effect of LTC in subsequent acute
hospitalisation, the results do suggest some directions for the development of the service,
and for improving and evaluating LTC service effectiveness in the future.
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10. Statement of evaluation findings
In this section of the report we present the evidence from the financial analysis, the
interviews and patient’s health outcome analysis to form a view on the evaluation questions
posed. The CPSA policy objectives, the stated targets, potential indicators, and the questions
are set out followed by our findings that are reported in themes.

10.1 Objective 1 (meeting patient needs)

partially met but no observable change in
patient health outcomes

Objective: Ensure a better focus on pharmacists meeting patient needs and funding
incentives that recognise this – through a proposed emphasis on patient service and
not dispensing activity
Intended outcome: Incentivise a patient-centred approach to medicines management
through the development of services that enhance the level of advice and support to the high
needs patients.
Stated target: There has been a change in business focus from the traditional transactional
based fee for service, to a patient-centred service. Growth in income has been due to an
increased patient base attracted to the pharmacy by the increased level of patient-centred
services being offered, rather than increased dispensing volumes.
Indicators identified:
•

Number of patients registered (LTC, CPAMS), trends and number of pharmacists.

•

Number of initial items per patient/month.

•

Number of repeats issued per patient/month.

•

Dispensing ratio.

•

Pharmacy revenues.

•

Hospitalisation rates.

•

Age-care admission rate.

Key questions asked:
•

What have been the trends in pharmacy activities since the change in CPSA? What has
driven these trends?

•

How have pharmacists’ incentives changed to align with a patient-centred approach to
medicines management? What was intended and what actually occurred?

•

How have new patient-centred serviced introduced through the CPSA enhanced the
level of advice and support to high-need patients?

Page 137

10.1.1 Pharmacists respond swiftly to pricing signals
In the absence of a targeted initiative we would have expected to see a slight increase in the
dispensing ratio with population ageing. However, there is no doubt that there has been a
directional change in the dispensing ratio with an overall decrease in repeat dispensing. Quite
simply, pharmacists are paid less than previously for repeat dispensing.
However, not all pharmacy dispensing ratios have decreased and in fact some have increased.
For instance, ARRC dispensing seems to be one area where there is a dispensing ratio
increase that, we presume, is primarily due to the demographics and health status of the
population served. Also ARRC repeat dispensing is better remunerated than other repeat
dispensing.
On the other hand, during Stages 2 and 3 pharmacists were motivated to grow the LTC
service. Nationwide the number of patients attached to this service grew 13 percent per
annum from 117,000 in March 2013 to 138,000 in July 2014. However, the number of LTC
registered patients fell in Stage 4 by 7 percent to 129,000 at July 2015. The decrease appears
to be a direct consequence of the reduction of the monthly funding for LTC services from
$30 to $20 per patient. From our interviews with pharmacists, the other possible inferences,
such as the turning on of the 365 day business rule or extra audits, appeared to be nonmaterial.
Most pharmacists and DHB staff we interviewed regarded the reduction in the Stage 4 fee as
a mistake and certainly the contraction in LTC numbers coincides with this decrease.
However, this series of events imparts important information unintended by the change. The
speed of pharmacists’ adjustments tells us that pharmacists are highly responsive to pricing
signals and change their behaviour rapidly to take best business advantage of the service
contract offered. The sector is less a Titanic than a speed-boat when it comes to responding
to pricing signals.
CPAMS is much liked by patients because of the level of access to the pharmacist and the
immediacy of the test result. However, uptake has been variable, partly because of GP
concern over the change of clinical accountability and partly because some pharmacies are
not of a scale to offer the service (or serve different communities of patients).

10.1.2 Pharmacy response to patient-centric services varies
The distribution in spend by DHB on pharmacy for patient-centric services still varies more
than we would expect. Further, an age standardised pharmacy level comparison of LTC
uptake indicates that enrolment in the service is driven by pharmacists rather than patient
catchments. The age of the pharmacist did not appear to have a material effect; the variation
in response to patient-centric services by pharmacy was owner driven.
DHBs noted there are a small number of pharmacies that are responding proactively to the
introduction of the LTC service, going beyond what is asked of them. This pharmacy
response is seen as very particular to individual, committed pharmacy owners. Each DHB
identified one or two of these “beacon” pharmacies in their catchments. These pharmacists
have gone further in working with general practice in varied ways, are working with the DHB
in primary care integration efforts and have a particular clinical pharmacy ambition with a
deeper investment in clinical pharmacy services and investment in training.
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The general application of the LTC service is, however, extremely varied:
•

Those pharmacies that had been offering a patient-centric service felt they were being
paid to do what they had done in the past, but with additional administration.

•

Other pharmacies and pharmacists clearly struggle to offer patient-centric services,
including LTC, because the pharmacists are fully loaded with dispensing activity.

•

Varying levels of LTC patients may indicate some pharmacies signed up patients for
revenue but not offer the same level of service as other pharmacies.

There are other positive consequences. From our interview it appears that LTC has helped
reduce variation in practice, even among those pharmacists who considered they were
providing patient centred services to begin with. In particular, pharmacists identified the
more structured approach enabled them to check in with patients more systematically.
Clearly, those pharmacists active in LTC found clinical notetaking useful, albeit
administratively frustrating. Standardisation of notetaking practice could greatly assist
pharmacy, particularly as locums arrive in different pharmacies or with different pharmacists
acting across a catchment of patients.
There is evidence in the reference sites of pharmacies adjusting their mix of skills and
staffing to address issues posed in providing patient-centric services. We observed:
•

A matching of pharmacist interests to tasks, with clinical and service oriented
pharmacists wanting to take charge of LTC and CPAMs.

•

A slight shift in the hiring mix to pharmacists and away from pharmacy technicians to
better support the LTC load.

•

Some patient-oriented specialism developing particularly at the point LTC was
implemented and a commitment to certifying some pharmacists for CPAMs.

•

In one pharmacy, a considerable commitment to up-skilling to possible further
community pharmacy clinical and patient-oriented services such as MUR and MTA.

10.1.3 Issues with the LTC tool
We identified issues with the LTC tool. Some pharmacists identified groups of patients that
may benefit from LTC but that currently fall below the required entry score. Those patients
were typically mental health patients and other patients with adherence or health literacy
issues. Pharmacists also identified some patients needing more support than offered by LTC,
those patients being complex because of medical or environmental issues and / or psychosocial issues. On the whole, however, this felt like a need to evolve the tool from a good start
rather than throw it out. Pharmacists applying the tool were able to objectively identify LTC
patients.

10.1.4 DHB expectations not met
DHBs expressed mixed, but generally negative, views about the LTC service. In particular, it
was felt pharmacies had struggled to offer patient-centric services and, with a few notable
exceptions, generally had not succeeded in providing more than lip service to it.
Consequently, DHBs generally did not expect to see any noticeable improvement in
adherence and therefore did not expect to see any health gain.
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10.2 Objective 2 (better use pharmacists’ skill
and be part of the MDT) partially met
Objective: Better utilise the skills and expertise of pharmacists and reinforce their
role as an integral part of the primary care services team
Intended outcome: Enhance the professional satisfaction of community pharmacists
through shifting the focus from dispensing to the provision of professional advice and
support.
Indicators identified:
•

Level of professional satisfaction of pharmacists indicated in in-depth interview
questions.

•

Time spent engaged in clinical activities (before and after the CPSA).

Key questions asked:
•

Are pharmacists working further towards the top of their scope of practice?

•

How has the professional satisfaction of pharmacists changed? What has driven this
change?

•

How has the satisfaction of pharmacy owners changed? What has driven this change?

10.2.1 Pharmacists are positive about the emphasis on
patient-centric services
We interviewed each pharmacist onsite at their pharmacy and almost all were positive about
the direction of CPSA. Several of the pharmacists involved in delivery of LTC and CPAMs
indicated they would not work in community pharmacy without patient-centric services.
There is mixed evidence that pharmacists are working to the top of their scope and working
with patient centric services outside the dispensary. Where they are, it is very much with the
support of a few pharmacy owners.

10.2.2 Pharmacy owners are less positive
Pharmacy owners are generally feeling less positive about the CPSA and the future of their
business than pharmacists who are not owners. In particular, pharmacists were greatly
disheartened by the reduction in the Service Fee for an LTC patient in Stage 4, with many
finding the additional administrative work difficult to justify.
Pharmacy owners noted their overall profitability from CPSA revenue was about the same as
it was three years ago. One pharmacist indicated he had increased pharmacist resource and
had fewer repeat dispensing, and was just breaking even in his pharmacy. We noted the
number of pharmacies is increasing, but at a lesser rate than three years ago.
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10.2.3 A transaction model stretched to its limit?
Pharmacists indicated difficulty in providing service at the counter for mild ailments and
Over the Counter sales advice, as well as meeting dispensing requirements, and at the same
time offering LTC and other services. Our impression is that pharmacies have needed to
provide some additional capacity to meet the needs of those services rather than meeting
them from the existing pharmacist and technician line-up. We identified in the site visits a
number of areas where demands on pharmacist time could be reduced, electronic
prescriptions being a possible enabler of this. But at this stage any further call on pharmacy
time will only be successful if additional time is paid for in a manner so that pharmacies can
then provide the necessary capacity.

10.2.4 A sense of “shoe-horning” patient services into a
transaction model
We noted pharmacy owners had made some (generally very limited) investment in
establishing consultation spaces for patient-centric services. Particularly in retail locations,
consultation rooms will likely be expensive real estate and a challenge for some pharmacies
to offer. Many pharmacies will need renovation to provide appropriate space. But re-tasking
space seems sufficient for the moment.

10.2.5 Integration with wider general practice is a clear fail
Intended outcome: Facilitate the increased collaboration of the patient’s Multi-Disciplinary
Team (MDT) in medicine management and adherence.
Indicator identified:
•

Established patient information storage and sharing systems.

Key questions asked:
•

What pathways or systems have been established to facilitate increased collaboration of
the patient’s MDT?

•

Have DHBs and/or GPs integrated pharmacists in the review of high risk patients? Has
the level of integration varied between DHBs?

Interviews with GPs identified most communications were transactional in nature and about
technical issues (e.g. can a pill be split) or about dosing (e.g. what is the comparative dosage
of different ACE Inhibitors), or about out of stocks/checking unusual drugs were in stock.
Pharmacists identified most of their interactions were “negative” and largely about correcting
script errors. Both general practice and pharmacy are already under considerable time
pressures. Conversations, therefore, need to be very clearly targeted so they are beneficial for
both parties.
Several pharmacies had better access to patient records, either through improved DHB
systems (such as TestSafe in Auckland) or had MedTech terminals, so they could see the full
clinical record. Pharmacists found this access to be very useful.
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Pharmacists acknowledged their notetaking was not structured for use by GPs and that it
would be difficult to share technologically. Where shared care records were available, they
were not felt to be amenable to the pace pharmacy needs to move at, as dealing with issues at
the counter at the same time as providing patient-centric advice.
LTC is a confusing term to GPs, as long term condition management in general practice
means management of chronic disease states like heart disease, respiratory disorders etc. GPs
identified the service as a medical adherence service called LTC and were generally doubtful
they would or could observe an increase in patient medical adherence.

10.2.6 LTC patients may or may not be profiled by medical
algorithms
One pharmacist noted the patients being observed in general practice through predictive risk
modelling may not be the same patients observed through pharmacy in the LTC service.
Also, the pharmacist noted there appeared to be a greater number of ‘at risk’ patients within
his DHB than LTC patients. Likely, there is an over-lap with some patients being part of
both services. But alignment of the two approaches would be worth considering. In
particular, referral by GPs to pharmacist for medical adherence services could be a route to
follow.

10.3 Objective 3 (manage cost growth) met for

DHBs, partially met for pharmacy

Objective: Manage cost growth in a financially sustainable manner
Intended outcome: Support the sector goal for sustainable community pharmacy services
whilst delivering value for money for the DHBs.
Stated target: Pharmacies have had a time of financial stability and improved cash-flow due
to the Transitional Payments and Advance Payments in which to change their business
levels/model to move to more patient-centric care.
Indicators identified:
•

Pharmacy revenues.

•

Pharmacy operational costs.

•

Profit margins.

•

Ability to engage and reward staff – staff retention etc.

•

Cost recovery per item/line versus actual cost to pharmacy.

Key questions asked:
•

How have the changes affected pharmacists’ financial viability/stability and business
models?

•

Have these changes affected different types of pharmacists?
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10.3.1 Mixed evidence of cross-subsidisation
Stated target: Services do not attract a higher patient charge than before CPSA 2012.
Indicator identified:
•

Patient charges/service and changes over time.

•

Intended/future charges.

While we did not find evidence of an increase in patient charges, we did find some indication
of compliance packaging being charged for when in the past it may not have been. There is
still some evidence there is some cross-subsidisation compliance packaging, and likely also a
slight off-set in pharmacist time through semi-automated dispensing processes enabled by
compliance packaging. However, these pharmacies indicated some reluctance to continue
cross-subsidising compliance packaging and may consider further charging in the future.

10.3.2 Overall pharmacies’ incomes were initially stable
but increasingly varied during the CPSA
Stated target: Pharmacies have been able to continue to grow their income if they maintain
their relative market share.
We can only comment on pharmacy revenue sourced from the CPSA. Pharmacist incomes
grow very slightly on average. There is, however substantial pharmacy variation in this
income. This variation depends on the starting point for the dispensing ratio and,
subsequently, the pharmacy uptake of LTC. Dispensing volume decreases also and the
pharmacies with the highest dispensing ratios will see the greatest reduction in volumes as
repeat items dispensed decline in number.
There is slight evidence from the pharmacy reference sites of increased CPSA-related
revenue for pharmacies that maintained their relative market share and provided an increased
scope of patient-centric services. In other words, pharmacies providing LTC to a relatively
high number of patients increased their CPSA revenue (all else being equal).
Data from the payments systems indicate that pharmacy cash flow has improved. The
financial evaluation commissioned by Central TAS reported that a “total of $220 million was
paid between 10-20 days earlier (average 13.9 days).”35
Transition Payments were inherently unaffected by reduced repeat items dispensed, and
instead were influenced by the pharmacy’s market share of all initial items dispensed
nationally. While the Transitional Payments appeared to provide financial stability to
pharmacies in the earlier stages of CPSA, they may have obscured the funding signals
somewhat, causing pharmacists to change their business models without fully understanding
how they were going to be remunerated. There were clear examples of the pharmacies in the

35

Schoeler R, 2015. CPSA 2012 Evaluation Project: Financial Evaluation 2012/13 & 2013/14 & 2014/15.
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reference sites trying to align business changes in dispensing activity with the new funding
model, but experienced reduced cash-flows – in both absolute and per activity terms –
despite a decreased pharmacy dispensing ratio. Any subsequent cash-flow benefits to
pharmacies were likely lost in translation due to opaque funding payments.
The Transition Payments did, however, provide pharmacies with a great deal of certainty of
income over in Stage 1 and 2 (i.e. the first year) and moderate amount of certainty in Stage 3.
As the Transition Payments were gradually decreased, the number of pharmacies with
positive revenue growth decreased by 20 percent in the second year of the CSPA and a
further 7 percent in the third year without any material change in dispensing behaviour.
This indicator relates to revenue. However, we gathered some information on net profit
margins at pharmacy level, from the reference sites. Net profit margins disclosed to us tend
to indicate static profitability over the last three years. Also, interviewees noted pharmacist
costs differed considerably with pharmacist salaries being substantially lower in Auckland
than other areas.

10.3.3 Pharmacies face step costs
Stated target: Any decrease in income due to decreased dispensing activity has been offset
by decreases in operational costs.
There is clear evidence repeat dispensing reduced and as a result pharmacists have more
time. However, the extent to which that effects pharmacies’ ability to reshape staffing
appears from the site visits may be very limited depending on the size of the pharmacy.
Some pharmacies have flexible staff and can reduce hours. Others can’t. Larger pharmacies
seem to have been better able to flex their labour pool to meet both new needs and to
reduce staff where volume reduces. Many pharmacies now have an extended semi-automated
dispensing practice. There is a moderately high fixed cost to this investment, such that scale
is required for the efficiencies realised in decreased operational cost to be material.
Further, pharmacy may need to staff up for peak hours to deliver patient-centric services at
the same time as attending to counter work and dispensing demand. Pharmacist availability
for LTC advice may otherwise be pre-empted by natural peaks in some pharmacists demand
patterns – usually high first thing in the morning, at lunch, and before closing. Very few
pharmacies have a constant flow of activity through the day. Some of this capacity through
the day is being used for activity like CPAMs and for LTC administration.

10.3.4 Administrative burden likely to have increased
Stated target: There has been minimal administrative and compliance burden on pharmacy
to implement any changes required.
Key questions asked:
•

What has been the nature and extent of administration and compliance costs to
pharmacies of implementing the new model?

•

Have they been minimised; if not, what could have been done differently to reduce the
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compliance burden on pharmacies?
There is clearly an administrative burden in providing LTC services with difficulty integrating
clinical notetaking with dispensing activity that pharmacists felt took their focus away from
providing patient contact. Further, a number of pharmacists observed the administrative
processes could be stream-lined. We observed a number of opportunities to stream line
processes through standardisation and IT development so that forms were self-populating
and clinical notetaking was better suited to file sharing.

10.3.5 A fall in contract growth to approximately DHB
funding paths
Intended outcome: Adjust the funding model to ensure that funding incentives align with
services that improve medicine adherence, and that expenditure on community pharmacy
stays within a growth path acceptable to individual DHBs.
Stated target: DHBs have maintained control of the growth of supply (dispensing fees) and
funding for community pharmacies within a funding growth path acceptable to individual
DHBs.
Indicators identified:
•

Payments by component (Transition Payments, Handling Fee, Case Mix Fee, LTC
monthly Service Fee, brand switch, CPAMS etc.)

Key questions asked:
•

What have been the trends in dispensing fees, and what is driving these changes?

•

Have dispensing fees been within funding growth paths acceptable to DHBs, and if not,
why not?

At a national level, the growth rate in expenditure fell from 6.0 percent per annum prior to
CPSA to 1.6 percent per annum during the CPSA. This change was expected and was
implemented by a capped budget acting as a funding envelope. We observed significant
variation in DHB expenditure growth rates with average annual growth rates during the
CPSA ranging between negative 5.8 and positive 4.3 percent. All 20 DHBs had a lower
expenditure growth rate during the CPSA compared with the two years prior. The DHBs
with the greatest reductions in expenditure had higher costs per person prior to the CPSA.
This is largely due to those DHBs having high dispensing ratio prior to the CPSA.
We found changes in dispensing ratio had the biggest impact on the variation in DHB
expenditure growth rates. The number of patients enrolled in LTC was also a significant
determinant, but was less variable than the dispensing ratio and, therefore, led to less of the
difference in expenditure growth. We observed a reduction in variation by DHB of both the
expenditure per person and dispensing ratio. However, despite this reduction, there is still
significant difference between DHBs.
Feedback from DHBs was that the CPSA reduced the burden of pharmacy funding from
past unsustainably high levels. Some DHBs thought the CPSA was a step in the right

Page 145

direction and wanted to see continued improvement. Other DHBs wanted a total redesign of
the way patients receive their medicines and still consider the current dispensing contract
poor value for money.

10.4 Review of evaluation objectives
In this section, we again take evidence from the reference sites and interviews with
pharmacists, GPs and patients, to form a view on the process evaluation questions asked of
us. We have set out our findings in themes for each question posed below against the
measures in the evaluation framework.

10.4.1 Technology infrastructure lagged contract timelines
What outputs has the programme delivered?
Measure: Completion and timeliness of agreed outputs.
Mostly, CPSA delivered the agreed outputs set out in the generic version of the contract. We
note, however, that due to IT issues there were delays establishing the funding mechanisms
to remunerate pharmacies for core dispensing to incentivise the synchronisation of patients’
medicines. This delay reflects a general feeling observed in both the pharmacy and DHB
interviews that the technology infrastructure behind the CPSA was often playing “catch up”
with resulting lags in timely delivery of agreed outputs. Consequently, pharmacists found
more reason to resist buying into the contract changes. Further, the technology when rolled
out was not fit for purpose. We were left with a clear feeling of finger pointing around whose
responsibility it is for systems developments. With only two software providers in the
market, there is very little competitive pressure on the incumbents.

10.4.2 Lost credibility through failure to deliver Quality
Incentive Payments
The financially incentivised Quality Incentive Payment was never paid to pharmacies as a
quality payment with the budget instead rolled into the funding envelope. In other words,
pharmacy received the money, but not in the targeted manner intended.
CPSGG tasked the Quality Assurance Working Group with developing a Quality
Framework to become the foundation for enabling continued improvement in the delivery
of pharmacy services to patients based on a set of quality indicators consistent with the
CPSA objectives. The incentive payment was expected to be five percent of the annual
funding envelope. A draft report for the Quality Framework was presented to the CPSOG in
November 2013 for approval. The report proposed that for Stage 4 (1 August 2014 to 30
June 2015):
•

The incentive payment be paid out of the annual funding envelope in Year One as an
explicit capability development payment for community pharmacies to resource quality
improvement activity.
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•

The investment in capability development to be communicated widely to ensure all
community pharmacies are aware of the DHB commitment to invest in quality and
reduce variation in service delivery standards.

CPSOG subsequently decided that due to the quantum of change expected within the sector
for 2014/15 – such as the implementation of NZePS and Stage 4 transitional funding
changes, implementing the Quality Framework in 2014/15 would introduce “undue pressure
on an already change-burdened sector”. It was acknowledged that implementing the Quality
Framework would require careful consideration of the current infrastructure supporting the
CPSA and further development was likely to be necessary. The Quality Framework
Taskforce recommended the Quality Framework be put on hold until the following year
when a separate consultation process could occur.
Some pharmacies in the reference sites were evidently disappointed the Quality Incentive
Payment was never paid and failure to do so felt like “another broken promise”. As a result,
the CPSA lost credibility with pharmacy.

10.4.3 Opaque funding
How well has the implementation and transition process gone to date?
Measure: Stakeholder awareness and understanding of the changes and how to implement
them.
For the most part, pharmacies did not accurately understand how they were being funded.
Further, DHB’s were not necessarily clear on the underlying mechanisms behind the funding
model, where the capped envelope provided much needed reduced growth in pharmacy
expenditure for some DHBs. From our perspective, this lack of transparency hinders
industry responsiveness and caused some confusion about service viability at the pharmacy
level. Also, the complexity of what was happening did not help conversations between
DHBs and pharmacies.

10.4.4 LTC is an objective patient-centric service
Measure: Stakeholder views on the workability of the changes.
Pharmacists can objectively provide the LTC service within the scope established in the
generic contract. The LTC assessment tool is transparent and pharmacists can accurately
identify eligible patients with some small proposed modifications.
However, the workability of the service varied. Pharmacy business models were the main
factor causing this rather than fundamental issues with the service or contract. There was a
general consensus in the pharmacy reference sites that providing LTC was not always
manageable without sufficient capacity to manage the daily peaks and troughs in pharmacists’
workloads.
Overall, technology appeared to inhibit the workability of the changes more than any other
factor. In particular, taking and managing clinical notes for LTC patients.
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10.4.5 A high-level of stakeholder engagement before,
during and after CPSA 2012
Measure: Whether and how stakeholder feedback on the transition process had been
sought, and what changes resulted.
Central TAS appears to have sought extensive consultation with the sector throughout the
transition process, and also operated in a very complex co-governance of the contract with
pharmacy representatives. We identified three periods of proactive engagement:
•

The period before CPSA 2012.

•

The transition between Stage 3 and Stage 4.

•

The contract extension.

The pharmacists we interviewed expressed a general frustration with DHBs and their level of
engagement with pharmacy. Pharmacies still felt on the outer of the decision making process.
However, some comments were not directly focused on the CPSA, but around engagement
with pharmacy in primary care decision making generally.

10.4.6 Monthly risk monitoring
How have risks and emerging issues been managed and addressed?
Measure: Risk monitoring process in place.
Monitoring reports are published by Central TAS monthly to show how pharmacy service
registrations and pharmacy expenditure is tracking against the budgeted CPSA funding.
Analysis for patient-centric services, initial items growth and funding expenditure is
documented. Additional analysis around case mix dispensing was included for Stage 4
monitoring. Indicators measuring appropriate thresholds for these values appear to be
closely monitored.
In the pharmacy reference site interviews, there was no evidence of inadequate risk
monitoring processes identified. However, there is no formal risk register or risk reporting
that we have identified.

10.4.7 No evidence of risk clauses being triggered
Measure: Whether any of the risk clauses have been triggered.
There was no evidence presented to us suggesting any risk clauses had been triggered.
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10.4.8 No unintended impacts of change identified
Have there been any unanticipated or unintended/perverse impacts of the changes?
Measure: Identified issues arising, and stakeholder suggestions for ways in which the model
or the way it has been implemented could be improved.
It would seem the behaviours sought of pharmacists have been activated to some level
without inadvertently encouraging unwanted or unexpected behaviours. From a pharmacy
perspective, we can identify that there may have been some unintended consequences of the
changes due to the opaqueness of the funding mechanisms in the contract.

10.4.9 Inefficiencies with original Terms of Reference
How well have the changes been managed and governed?
Measure: Terms of Reference for the CPSGG and the CPSOG.
In 2014, a ToR review was undertaken to consider alternative approaches to the governance
arrangements and operational structure of the CPSA. A number of issues with the original
operating and governing structured were identified as:
•

Reporting intensive, often delaying decision making.

•

Resource and membership intensive, with the same stakeholders on several groups.

•

The cyclical time between operational and governance meetings was too short.

•

Duplication and repetition of information to the same stakeholders.

•

Meetings were too often.

•

There was often a two or three stage process to decision making which delayed progress
and the original arrangements and structure did not add value or offer value for money.

The CPSGG mandated a ToR Review Taskforce to complete the review. The taskforce was
expected to help streamline the programme structure to deliver contract requirements over
the contract extension period, taking into account the collaborative model within which the
programme operates. A discussion document was released in May 2015 to provide the
CPSGG with a proposed approach to amending the operation environment of the CPSA
Programme for the remainder of the current CPSA (including the extension period of up to
two years).
Under the original structure, information flowed between CPSOG and CPSGG, with some
recommendations on particular work groups being made by CPSGG and others by CPSOG.
CPSOG and CPSGG received the same reporting packs, but with alternative months for
each working group. Consequently, the programme’s reporting cycle was fortnightly.
The following diagram outlines the original governance structure for CPSA; and shows the
various working groups and who these groups reported to directly.
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Table 13 Original governance structure operating environment for CPSA
20 DHB COLLECTIVE

Audit

Community Pharmacy Services
Agreement Governance Group
CPSGG

Contract Extension

Contract Evaluation

Pharmaceutical Margins

Procedures Manual

Funding, Fee setting &
Monitoring
Community Pharmacy Services
Agreement Operations Group
CPSOG

Service Development

Clinical Partnerships
CPAMS

Source: Central TAS.

10.4.10

More streamlined and balanced governance

The revised governance structure amalgamated the above working groups into one of six
main areas of focus for the remainder of the contract extension:
•

Service Development & CPAMS.

•

Clinical Partnerships.

•

Financial Monitoring.

•

Audit & Quality.

•

Procedures Manual.

•

Pharmaceutical Margins (outside CPSA work plan).

All groups became accountable to the CPSGG only. CPSOG became advisory capacity for
the CPSGG.
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The CPSOG membership was reshaped to help reflect the work plan for the duration of the
CPSA extension. The notable inclusion was a consumer representative. There was also a
more proportionate representation of DHB and sector agents. Previously, there was no
prescriber representative or PHARMAC representative, but three DHB representatives and
two Ministry of Health representatives.
The diagram outlines the new governance structure for the CPSA.
Table 14 Current CPSA programme structure

Source: Central TAS.

The current structure is different from that identified in the contract. The original number of
parties, number of groups and levels of governance involved in the contract appeared to us
to be too many and the current arrangements a more reasonable balance. Currently, the
CPSGG membership includes:
•

Three DHB representatives.

•

One Ministry of Health representative.

•

One PHARMAC representative.

•

One Pharmacy Guild representative.

•

Two pharmacy representatives (with commercial pharmacy expertise).

And the CPSOG membership includes:
•

One Central TAS representative.
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•

Two DHB representatives.

•

Two Ministry of Health representatives.

•

Two Pharmacy Guild representative.

•

One Pharmacy Partners representative.

•

One independent pharmacy representative.

10.4.11

Room to improve change management and
governance

Measure: Stakeholder views on effectiveness of change management and governance.
Pharmacists felt there was a high level of engagement and communication during the early
stages, although too little positive effect due to the opaqueness of the contract. Pharmacists
reported frustration with what was regarded as unnecessary complexity within the contract
and funding arrangements, delays in establishing adequate IT infrastructure to make
payments and ultimately felt let down and confused by the reduction in the LTC Service Fee.
However, we note clear evidence pharmacist behaviours responded sharply to the pricing
signals in the contract. Likely, this change was driven by stakeholder groups rather than the
pharmacists easily identifying what they needed to do to achieve well under the contract due
to the difficulty of understanding the Transitional Payments.
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Appendix 1 Methodology for financial
analysis and qualitative analysis
A mixed methodology approach was used for the evaluation. This drew upon quantitative
analysis of pharmacy service payment and patient data under the CPSA, and comprehensive
qualitative data collection from 11 reference sites. Semi-structured interviews and focus
groups were the primary method for the qualitative data gathering.
There were three main streams of work carried out for the evaluation. These included:
•

CPSA related financial and dispensing data analysis.

•

Pharmacy reference sites qualitative analysis.

•

Patient-centred pharmacy services outcomes data analysis.

We have set out the methodology for both the quantitative financial analysis and the
qualitative pharmacy reference site analysis below. The methodology for the patient-centred
pharmacy service outcome data analysis is included in the main text (to assist the reader
interpret the results).

CPSA-related financial and dispensing analysis
The CPSA-related financial and dispensing analysis focussed on payments by DHBs to
pharmacies for dispensing and associated patient-centric services under CPSA. There were
three components to this analysis including:
•

A national-level analysis of payments to pharmacies under the CPSA.

•

A DHB-level analysis of the variation in DHB expenditure and pharmacy dispensing
activities.

•

A national-level descriptive and financial analysis of CPAMS.

We were particularly interested in mapping out the details of the change in distribution of
revenue growth at a pharmacy and DHB level, rather than the average change. The effect of
changing the financial objectives for pharmacies mid-way through the contract was
considered throughout the analysis.

National-level analysis
A national-level description of pharmacy dispensing activities was developed to observe any
changes in pharmacy revenue patterns during the CPSA. In particular, we examined:
•

Average CPSA-related revenue growth per pharmacy.

•

Distribution of revenue growth per pharmacy.

•

Revenue per dispensing (inclusive and exclusive of LTC monthly payments).

•

Distribution of revenue per dispensing by pharmacy.

•

Distribution of dispensing ratio by pharmacy.

•

Growth in patients served by pharmacy.

•

Growth in the number of pharmacies.
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•

Patient uptake of the Long Term Conditions (LTC) service.

•

Distribution of percentage of patients registered for LTC, by pharmacy (un-adjusted
and adjusted for age).

•

Patient uptake of CPAMS.

•

Distribution of the number of registered CPAMS patients, by pharmacy.

The national-level analysis also included a description of patient characteristics to help
articulate what various patient populations looked like and how this changed over time, as
well as which services and medicines patients use. To this end, we examined:
•

Distribution in items dispensed per patient by age and ethnicity.

•

Changes in patient demographics and dispensing needs over time.

•

LTC patient characteristics and dispensing activities.

DHB-level analysis
The DHB-level analysis expanded on the national-level analysis and focused on the variation
in CPSA-related expenditure and dispensing activities. Specifically, we considered:
•

Change in the number of patients receiving publically funded medications.

•

Change in DHB expenditure per patient.

•

Number of initial items dispensed.

•

Variation in dispensing ratio.

•

Age profile effect on the number of items dispensed per person.

•

Number of LTC patients.

CPAMS analysis
The CPAMS quantitative analysis examined the service from the financial perspective of
pharmacy. To this end, the analysis considered:
•

National-level broader warfarin market and patient trends.

•

National-level and DHB-level variation in CPAMS uptake.

•

Pharmacy-level financial viability of CPAMS.

The financial viability analysis estimated the required patient uptake of CPAMS for a
pharmacy providing the service to break-even. All assumptions made to derive our estimate,
including a detailed cost breakdown of both fixed and variable costs for pharmacies to
provide the service, have been presented upfront in the in the main text.

Data sources and limitations
A combination of data supplied to us by Central TAS and publically published data was used
for this analysis.
The results and figures in this analysis are only preliminary and are not official measures of
expenditure. When the analysis was completed, there were still a limited number of pharmacy
claims needing to be processed by Central TAS for the financial year 2014/15. It is very
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unlikely this had a material effect on the trends and messaging from the results in this
analysis.

National data sources used by DHB shared services
Prior to the CPSA, i.e. prior to July 2012, the primary source of pharmacy data was the
‘Pharmaceutical Collection’ (known as ‘pharmhouse’). This dataset is dispensing centric and
includes information for each medicine dispensed. Prior to the CPSA, pharmacies were
reimbursed based on a fee for service approach based on the number of dispensings. This
dataset is held by the Ministry of Health and is co-owned with PHARMAC.36
When the CPSA came in to effect the majority of funding was not directly related to each
individual dispensing and funding included indirect payments (e.g. transition payments) and
monthly fees for the number of registered patients (i.e. LTC and CPAMS). The information
for this expenditure is sourced from a separate oracle dataset. To calculate the expenditure
during the CPSA we used both the pharmhouse and oracle datasets.
The source of volumes information (i.e. patient numbers and items dispensed) was the
pharmhouse dataset.

Limiting the data to pharmacy activity covered under the CPSA
We limited the data in our analysis to pharmacy activity covered under the CPSA.
Pharmhouse includes some pharmacy activity beyond the scope of the CPSA, such that the
excluded data is:
•

Dispensing of hospital medicines, these are predominantly cancer treatments
administered at hospital.

•

Privately funded:


Excludes medicines not publically funded, and



Excludes items dispensed where the patient co-payment is $15 and covers the cost
of the dispensing.

•

Pharmacies not contracted through CPSA (or equivalent contract prior to July 2012).

•

Retail subsidy (wholesale cost and drug margin) which is the re-imbursement fee for the
medicine.

There are approximately 700,000 items dispensed per year where the patient co-payment is
$15 and covers the cost of the dispensing, this equivalent to approximately one percent of
the items dispensed covered by the CPSA. These items dispensed were excluded from our
analysis.
The number of pharmacies that are funded through the government but not covered by the
CPSA was between 64 and 80 between 2009/10 and 2014/15. This represents between 5.9

36

Ministry of Health. Pharmaceutical Collection. Accessed August 2015.
http://www.health.govt.nz/nz-health-statistics/national-collections-and-surveys/collections/pharmaceuticalcollection
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percent to 7.5 percent of pharmacies submitting claims, as recorded in the pharmhouse
dataset.
The limits placed on the queries of the pharmhouse to restrict the data to activities covered
by the CPSA are recorded in Table 15 below.
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Table 15 Technical details of how data is limited to relevant data
Excluded from analysis

Criteria used to exclude

Pharmaceuticals not passing Exclude:
through community
•
Practitioner’s supply order.
pharmacies
•
Hospital prescription.
•

Wholesale supply order.

•

Bulk supply order.

•

Controlled bulk supply order.

•

Allergy treatment set.

(Order type 2, 5, 6, 7, 8 and 9)
Include:
•
Pharmacy prescription.
•

Controlled drug.

•

Controlled practitioner's supply order.

(Order type 1, 3 and 4)
Privately funded: medicines Not recorded in pharmhouse or oracle payment system.
not publically funded
A3J3 dispensings where
patient co-payment covers
cost of dispensings

Exclude initial items dispensed where:
•

The patient is an Adult or Juvenile (Children under
13 do not pay co-payments) (patient category = A
or J).

•

Neither a low cost PHO enrolee or community
service card holder (csc_ind =3).

•

And the patient co-payment covers the cost of the
dispensing.*

Pharmacies not contracted
through CPSA

Exclude pharmacies not included on the list of pharmacies
contracted through CPSA. The list of contracted pharmacies
is collated by the Ministry of Health and shared with Central
TAS.

Retail subsidy (wholesale
cost and drug margin)

The ‘dispensing_fee’ field was used to identify the handling
fees in the pharmhouse dataset, which excludes the retail
subsidy.

*The A3J3 adjustment we used is the same as Central TAS for stage four of the CPSA. The adjustment method used by Central TAS was
slightly different for earlier states of the CPSA.
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Data specifics
All expenditure and revenue figures are GST exclusive.
In pharmhouse the original claim by each pharmacy is stored. Corrections and resubmissions are recorded separately. We included corrections and resubmissions.
Further details of the fields in the pharmhouse and what they contain are documented in the
data dictionary.37

Items dispensed
The figures for items dispensed relate to each time a pharmacy dispenses each
item/medicine.
The pharmhouse dataset include a record for each item dispensed. When calculating the
number of items dispensed we excluded:
•

Brand switch payments (i.e. excluding formulation ID – 391725), we included the
dispensing of the medicine but exclude the associated payment from the dispensing
count.

•

Each of the medicines included in extemporaneously compounded medicines (limiting
to nss_flag to I). If these separate medicines were mixed together by the pharmacy, we
counted it as one item dispensed.

Patient information
Data at a patient level was based on an encrypted master NHI, where each patient has one
master NHI and the encrypted value means patients could not be identified. There is an
encrypted master NHI associated with each item dispensed (a small number of dispensings
do not have NHI information) and it was used to identify the patients’:
•

Age.

•

Gender.

•

Ethnicity.

•

Area where they live (area unit).

Deprivation data was not accessible by Central TAS staff. Therefore, we linked the area unit
with 2013 data from Socioeconomic Deprivation Indexes38 to get a deprivation score for
each person.

37

Ministry of Health. Pharmaceutical Claims Data Mart data dictionary. Accessed August 2015.
http://www.health.govt.nz/publication/pharmaceutical-claims-data-mart-data-dictionary

38

Department of Public Health University of Otago, Wellington. Socioeconomic Deprivation Indexes:
NZDep and NZiDep, Department of Public Health. Accessed August 2015.
http://www.otago.ac.nz/wellington/departments/publichealth/research/hirp/otago020194.html Accessed
September 2015
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Pharmacy reference sites
We visited 11 pharmacies across the country. At each of those sites, we interviewed the
owner/owners, each of the pharmacists, and pharmacy technicians involved in LTC. We
interviewed the pharmacy owners as well as managing pharmacists and pharmacy technicians
to gain an insight into how the different professions also viewed the changes. We
interviewed the DHB in the respective geographic area. We also sourced names of
prescribing GPs, as well as, two patients for interviews to get end to end views around the
pharmacy services.
The pharmacies were nominated by District Health Boards, the panel of experts or through
recommendations in the scoping and planning stage of the evaluation. The pharmacies
represented the breadth of pharmacy from rural to city, large and small, innovative and
traditional to see how each one of them had implemented the contract.
The interviews were conducted in person by members of the Sapere evaluation team using
the stakeholder interview questions as agreed by the panel of experts. Thematic analysis was
then conducted over the results to understand general key themes, which were then reviewed
for any patterns or trends in types of pharmacies or roles.

Selection criteria
The pharmacy reference sites were intended to reflect the current mix of community
pharmacies throughout the country as much as possible. To this end, the selection criteria
for the pharmacy reference sites considered:
•

•

•

•

Pharmacy region and location:


Urban.



Provincial.



Rural.



Links to GP practices.

Level of patient clinical need:


High need.



Low need.

Size of non-ARRC dispensing business:


Small.



Medium.



Large.

Demographic of patient base:


Cultural needs.



Socioeconomic status.



Continuity of services delivered.



Compliance needs.
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Exemplary and innovative pharmacies suggested to Sapere in the scoping and planning stage
were also considered to help identify initiatives that may help pharmacy progress its journey
towards the delivery of patient-centred service solutions.
The selected pharmacy reference sites were agreed by the panel of experts.
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Appendix 2 Evaluation framework established with the
reference group
Evaluation framework for CPSA 2012 process and outcome evaluation
Outcomes evaluation: have the original objectives and intent of the CPSA been met?
Intended Outcome

Indicators/targets

Evaluation question

Information source/method

Objective: Ensure a better focus on pharmacists meeting patient needs and funding incentives that recognise this – through a proposed emphasis on
patient service and not dispensing activity
Incentivise a patient-centred
approach to medicines
management through the
development of services that
enhance the level of advice
and support to the high needs
patients.

Stated target: There has been a change in
business focus from the traditional transactional
based fee for service, to a patient-centred service.
Growth in income has been due to an increased
patient base attracted to the pharmacy by the
increased level of patient-centred services being
offered, rather than increased dispensing
volumes.

What have been the trends in pharmacy
activities since the change in CPSA? What
has driven these trends?

Potential indicators:

How have new patient-centred serviced
introduced through the CPSA enhanced the
level of advice and support provided to highneed patients?

•

Number of patients registered (LTC,
CPAMS), trends and number of pharmacists.

•

Number of initial items per patient/month.

•

Number of repeats issued per
patient/month.

How have pharmacists incentives changed to
align with a patient-centred approach to
medicines management? What was intended
and what actually occurred?

•

Pharmacy reference sites.

•

Quantitative analysis
(estimating impact on
patient outcomes from
services implemented
through the CPSA).

•

PHARMAC financial
analysis.

•

Monitoring reports.
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Outcomes evaluation: have the original objectives and intent of the CPSA been met?
Intended Outcome

Indicators/targets
•

Dispensing ratio.

•

Pharmacy revenues.

•

Hospitalisation rates.

•

Age-care admission rate.

Evaluation question

Information source/method

Objective: Better utilise the skills and expertise of pharmacists and reinforce their role as an integral part of the primary care services team
Enhance the professional
satisfaction of community
pharmacists through shifting
the focus from dispensing to
the provision of professional
advice and support.

Level of professional satisfaction of pharmacists
indicated in in-depth interview questions.

Are pharmacists working further towards the
top of their scope of practice?

Time spent engaged in clinical activities (before
and after the CPSA).

How has the professional satisfaction of
pharmacists changed? What has driven this
change?

•

Pharmacy reference sites.

How has the satisfaction of pharmacy
owners changed? What has driven this
change?
Facilitate the increased
collaboration of the patient’s
Multi-Disciplinary Team
(MDT) in medicine
management and adherence.

Established patient information storage and
sharing systems.

What pathways or systems have been
established to facilitate increased
collaboration of the patient’s MDT?
Have DHBs and/or GPs integrated
pharmacists in the review of high risk
patients? Has the level of integration varied
between DHBs?
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•

Pharmacy reference sites.

Outcomes evaluation: have the original objectives and intent of the CPSA been met?
Intended Outcome

Indicators/targets

Evaluation question

Information source/method

Objective: Manage cost growth in a financially sustainable manner
Support the sector goal for
sustainable community
pharmacy services whilst
delivering value for money for
the DHBs.

Stated target: Pharmacies have had a time of
financial stability and improved cash flow due to
the Transitional Payments and Advance
Payments in which to change their business
levels/model to move to more patient-centric
care.

How have the changes affected pharmacists’
financial viability/stability and business
models? Have these changes affected
different types of pharmacists?

•

PHARMAC financial
analysis.

•

Data analysis and
modelling.

•

Pharmacy reference sites.

Potential indicators:
•

Pharmacy revenues.

•

Pharmacy operational costs.

•

Profit margins.

•

Ability to engage and reward staff – staff
retention etc.

•

Cost recovery per item / line versus actual
cost to pharmacy.

Stated target: Services do not attract a higher
patient charge than before CPSA 2012.
Potential indicator:
•

Patient charges/service and changes over
time.

•

Intended/future charges.
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Outcomes evaluation: have the original objectives and intent of the CPSA been met?
Intended Outcome

Indicators/targets

Evaluation question

Information source/method

Stated target: Pharmacies have been able to
continue to grow their income if they maintain
their relative market share.
Stated target: Any decrease in income due to
decreased dispensing activity has been offset by
decreases in operational costs.
Stated target: There has been minimal
administrative and compliance burden on
pharmacy to implement any changes required.

What has been the nature and extent of
administration and compliance costs to
pharmacies of implementing the new model?

•

Pharmacy reference sites.

•

PHARMAC financial
analysis.

•

Data analysis and
modelling.

•

Pharmacy reference sites.

Have they been minimised; if not, what could
have been done differently to reduce the
compliance burden on pharmacies?
Adjust the funding model to
ensure that funding incentives
align with services that
improve medicine adherence,
and that expenditure on
community pharmacy stays
within a growth path
acceptable to individual
DHBs.

Stated target: DHBs have maintained control of
the growth of supply (dispensing fees) and
funding for community pharmacies within a
funding growth path acceptable to individual
DHBs.
Potential indicators:
•

CPSA payments made of funding envelope.

•

Payments by component (handling fee, case
mix fee, LTC monthly service fee, brand
switch, CPAMS etc.)
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What have been the trends in dispensing
fees, and what is driving these changes?
Have dispensing fees been within funding
growth paths acceptable to DHBs, and if
not, why not?

Process evaluation: have the stages and changes implemented gone ahead as planned, and what actions were taken to achieve the planned changes?
Evaluation question

Measures

Information source/method

What outputs has the programme
delivered?

•

•

Review of documentation, including Annual
Work Programmes and reporting.

•

Semi-structured interviews with key
stakeholders.

•

Review of documentation relating to publicity
and education, including publications and
updates provided to stakeholders, and any
fora/workshops held.

•

Semi-structured interviews with key
stakeholders and pharmacy reference sites.

•

Documentation review of risk monitoring and
reporting.

•

Semi-structured interviews with key
stakeholders.

How well has the implementation and
transition process gone to date?

Completion and timeliness of agreed outputs.

•

Stakeholder awareness and understanding of the changes and how
to implement them (including pharmacists and target patients).

•

Stakeholder views on the workability of the changes (including
the usability of any supporting infrastructure and tools that have
been rolled out).

•

Whether and how stakeholder feedback on the transition process
been sought, and what changes have resulted.

•

Risk monitoring process in place.

•

Whether any of the risk clauses have been triggered.

Have there been any unanticipated or
unintended/perverse impacts of the
changes and if so, how could these be
addressed?

•

Identified issues arising, and stakeholder suggestions for ways in
which the model or the way it has been implemented could be
improved.

•

User satisfaction survey.

•

Pharmacy reference sites.

How well have the changes been
managed and governed?

•

Terms of Reference for the Community Pharmacy Services
Governance Group (CPSGG) and the Community Pharmacy
Services Operational Group (CPSOG).

•

Review of documentation, including reporting
to the Governance and Operational Groups.

•

•

Stakeholder views on effectiveness of change management and
governance.

Semi-structured interviews with key
stakeholders and pharmacy reference sites.

How are risks and emerging issues
managed and addressed?

Page 165

Appendix 3 Pharmacy reference sites
PHARM I
PHARM I is located in suburban North Island and sits within a group of shops in a busy
village. PHARM I employs four pharmacists in the dispensary each weekday and two on a
Saturday. Senior retail staff, with primary care background, helps triage patients effectively
and efficiently for the pharmacists. Patient demographics are mixed, and include large Asian
and Pacific populations with typically lower socioeconomic status. PHARM I operate as part
of a wider health group situated in the shopping strip, which also includes two General
Practices, a midwives group, a physiotherapist and gym, and a dentist. PHARM I is open six
days a week, 8:30am – 6:30pm Monday-Friday and 9:00am – 1:00pm Saturday.
Table 16 PHARM I general information
Dispensary
workforce
(typical day)

Setting

Services

North Island
Urban
Mixed patient clinical
and cultural needs
Medium-high nonARRC dispensing
volume
Low-medium
socioeconomic status
Medium continuity of
services delivered

LTC
CPAMS
MUR
Compliance packaging
Smoking cessation
Influenza vaccines
Weight management
Home healthcare and
mobility equipment
rental and sales

3 Pharmacists
1 Intern
1 Pharmacist
owner

Patient age
(average)
40

Ethnicity
Māori – 9%
Non-Māori –
91%

Table 17 PHARM I summary dispensing information

Year

Initial
dispensing
(average per
month)

Dispensing
ratio

Average
Average CPSA
number of
revenue per
unique patients
dispensing
per month

Number of
LTC patients
(average per
month)

2 years pre
CPSA

6,468

1.31

$5.52

2,156

n/a

1 year pre
CPSA

6,544

1.35

$5.58

2,150

n/a

Stage 1

6,597

1.40

$6.72

2,085

n/a

Stage 2

6,429

1.41

$7.63

2,100

562

Stage 3

6,272

1.39

$7.62

2,029

565

Stage 4

6,159

1.40

$7.57

2,056

518
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Figure 60 PHARM I patient distribution
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Figure 61 PHARM I patient decile distribution
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CPSA revenue increased approximately 22 percent (net) over the four stages of the CPSA.
Two factors appeared to drive this. First, approximately 25 percent of unique patients
dispensed each month were enrolled in LTC. The large volume of LTC patients contributed
a considerable amount of funding revenue – which increased from 9 to 26 percent of total
funding between Stages 2 and 3. Second, the proportion of revenue derived from specific
handling fees is above the national average, due to a relatively high amount of Aseptic
Pharmacy Services (including Syringe Driver Services). Volatility by stage in the specific
handling fees is driven by the change in revenue from Aseptic Pharmacy Services.
Figure 62 PHARM I CPSA revenue breakdown (monthly average)
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PHARM II
PHARM II is located in suburban North Island and is co-located with a Health Complex,
which includes a General Practice, private specialists, and an Accident and Medical facility.
Approximately 16,000 patients are enrolled with the General Practice. PHARM II is owned
by a company which currently employs three full time staff (one of which is a pharmacist and
the manager) and one intern. Patients are predominately European-New Zealand and Asian,
and have a relatively high socioeconomic status. Retail experienced over 25 percent revenue
growth in recent years while dispensing fees stagnated. Approximately 29 percent of Medico
packs dispensed monthly are privately funded by patients. LTC is not a focus in PHARM II’s
business model due to staffing constraints. PHARM II is open 7 days a week, 8:00am –
8:00pm Monday-Friday, and 9:00am-8:00pm Saturday-Sunday.
Table 18 PHARM II general summary information
Dispensary
workforce
(typical day)

Setting

Services

North Island
Urban
Mixed patient clinical
need
Large non-ARRC
dispensing volume
High socioeconomic
status
Low continuity of
services delivered

LTC
2 pharmacists
Compliance packaging 1 Technician
Smoke cessation
1 Intern
1 Pharmacist
owner

Patient age
(average)
39

Ethnicity
Māori – 2%
Non-Māori –
98%

Table 19 PHARM II summary dispensing information

Year

Initial
dispensing
(average per
month)

Dispensing
ratio

Average number
Average CPSA
of unique
revenue per
patients per
dispensing
month

Number of
LTC patients
(average per
month)

2 years pre
CPSA

8,662

1.15

$5.34

3,633

n/a

1 year pre
CPSA

8,953

1.16

$5.33

3,673

n/a

Stage 1

9,739

1.13

$5.38

3,812

n/a

Stage 2

9,865

1.19

$5.95

3,879

62

Stage 3

9,307

1.23

$5.90

3,937

59

Stage 4

8,621

1.23

$5.82

3,879

36
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Figure 63 PHARM II patient age distribution
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Figure 64 PHARM II patient decile distribution
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CPSA revenue increased approximately 12 percent (net) over the four stages of the CPSA.
Large initial dispensing volumes caused a relatively high level of revenue from core and LTC
handling fees. Revenue decreased 8 percent between Stages 3 and 4 despite very little change
in observed dispensing activity. This was likely a result in significantly decreased specific
handling fee revenue.
Figure 65 PHARM II CPSA revenue breakdown (monthly average)
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PHARM III
PHARM III is located in suburban South Island and sits within a shopping mall strip.
PHARM III currently employs 29 staff, including both full-time and part-time employees.
There is a strong emphasis from senior staff around training and mentoring, and studentinterns are employed regularly. Patients are mainly European-New Zealand, affluent,
educated, with above national average longevity. Medicine dispensing activities account for
approximately 65 percent of the pharmacy’s revenue. There is also a strong retail component,
split between a gift store and traditional cosmetics. PHARM III is open six days a week,
8:30am – 6:00pm Monday-Friday and 9:30am – 4:00pm Saturday.
Table 20 PHARM III general summary information
Dispensary
workforce
(typical day)

Setting

Services

South Island
Urban
Mixed patient clinical
need
Large non-ARRC
dispensing volume
Medium-high
socioeconomic status
Medium-high
continuity of services
delivered

LTC
CPAMS
MUR
MTA
Compliance
packaging
Vaccinations
Blood testing
Coeliac testing
Smoking cessation
Weight Management

3-4 Pharmacists
3 Technicians
1 Intern
2 Pharmacist
owners

Patient age
(average)
44

Ethnicity
Māori – 5%
Non-Māori – 95%

Table 21 PHARM III summary dispensing information

Year

Initial
dispensing
(average per
month)

Dispensing
ratio

Number of
Average CPSA Average number
LTC patients
revenue per
of unique patients
(average per
dispensing
per month
month)

2 years pre
CPSA

8,244

1.79

$5.35

3,550

n/a

1 year pre
CPSA

8,664

1.74

$5.34

3,650

n/a

Stage 1

9,582

1.41

$6.70

3,755

n/a

Stage 2

10,051

1.36

$7.02

3,860

382

Stage 3

10,103

1.36

$6.61

3,876

365

Stage 4

9,964

1.39

$5.73

3,921

333
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Figure 66 PHARM III patient age distribution
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Figure 67 PHARM III patient decile distribution
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CPSA revenue decreased 2 percent (net) over the four stages of the CPSA. However, for the
most part, CPSA revenue actually increased. PHARM III’s dispensing ratio noticeably
decreased from 1.74 to 1.41 by Stage 1. Consequently, transition payments were likely
overvalued – and were reflected in their average revenue per dispensing, which increased by
25 percent initially. PHARM III acknowledged the pharmacy hadn’t understood the
mechanisms behind the transition payment and that it was relatively high. A new CPSA
business model was developed assuming this level of funding would continue. As the
transition payments reduced, PHARM III cut costs and reduced staff FTE.
Figure 68 PHARM III CPSA revenue breakdown (monthly average)
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PHARM IV
PHARM IV is situated in suburban North Island. PHARM IV currently employs two fulltime pharmacists. A locum is employed 2 days a week, primarily to prepare blister packs for
patients. PHARM IV recently replaced a technician with a pharmacist to cope with the
increased demands of providing LTC. Patients are typically European-New Zealand and
have a relatively high socioeconomic status. Medicine regimes are often complex as patients
more frequently engage with specialists; who consequently prescribe medicines requiring
additional approval to source and dispense. Mental health medicines have also consistently
risen during the CPSA. Patients can be reluctant to engage in compliance discussions or
review their medicine regimes with pharmacists, and are particularly attentive of whether
other patients can observe these conversations. PHARM IV is open six days a week, 9:00am
– 6:00pm Monday-Friday and 9:30am-7:00pm Saturday.
Table 22 PHARM IV general summary information
Dispensary
workforce
(typical day)

Setting

Services

North Island
Urban
High patient clinical
needs
Medium-low nonARRC dispensing
volume
High-medium
socioeconomic status
Medium continuity of
services delivered

LTC
2 Pharmacists
Compliance Packaging 1 Locum
Weight management
1 Pharmacist
owner

Patient age
(average)
37

Ethnicity
Māori – 6%
Non-Māori –
94%

Table 23 PHARM IV summary dispensing information

Year

Initial dispensing
Dispensing
(average per
ratio
month)

Average
Average CPSA
number of
revenue per
unique patients
dispensing
per month

Number of
LTC patients
(average per
month)

2 years pre
CPSA

2,822

1.41

$5.43

1,322

n/a

1 year pre
CPSA

2,979

1.42

$5.42

1,385

n/a

Stage 1

3,104

1.38

$5.51

1,398

n/a

Stage 2

2,981

1.45

$6.00

1,353

112

Stage 3

3,055

1.51

$6.02

1,382

104

Stage 4

3,074

1.48

$5.62

1,383

87
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Figure 69 PHARM IV patient age distribution
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Figure 70 PHARM IV patient decile distribution
10

PHARM IV

99

National

88
77
66

55
44

33
22
11
50%

40%

30%

20%

10%

0%

0%

10%

20%

30%

40%

CPSA revenue increased 12 percent (net) over the four stages of the CPSA, despite no
material change in PHARM IV’s dispensing activities. It appeared a significant proportion of
the increase in funding was driven by ARRC dispensing that was started in Stage 3
(represented by a doubling in the revenue of specific handling fee). Part of the increased
revenue in Stage 3 was due to an increase in revenue from dispensing class B medicines. The
increased revenue has been mainly invested in hiring a second pharmacist to provide extra
care for patients.
Figure 71 PHARM IV CPSA revenue breakdown (monthly average)
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PHARM V
PHARM V is located in provincial North Island and sits within a shopping strip. PHARM V
employs 21 staff, including both full-time and part-time employees. Patient demographics
vary and patients largely reside in a satellite community. There is a considerable aging
population in the area, with 14 rest home services in the wider region. Consequently, patients
are typically prescribed multiple medicines at any given time and have a large volume of
repeat prescriptions. On average, 900+ prescriptions are dropped off at rest homes daily.
Robotics largely automates these prescriptions and four delivery vehicles are deployed every
evening to meet the dispensing demands. PHARM V is open six days a week, 8:30am –
5:30pm Monday-Friday and 9:00am-5:30pm Saturday.
Table 24 PHARM V general summary information
Dispensary
workforce
(typical day)

Setting

Services

North Island
Provincial
High patient clinical
needs
Small non-ARRC
dispensing volume
Medium socioeconomic
status
High continuity of
services delivered

LTC
ARRC
Compliance packaging
Roll packs
Observed medication
runs (mental health)

2-3 Pharmacists
3 Technicians
1 Pharmacist
owner

Patient age
(average)
61

Ethnicity
Māori – 15%
Non-Māori –
85%

Table 25 PHARM V summary dispensing information

Year

Initial
dispensing
(average per
month)

Dispensing
ratio

Average
Average CPSA
number of
revenue per
unique patients
dispensing
per month

Number of
LTC patients
(average per
month)

2 years pre
CPSA

3,680

3.53

$5.59

1,105

n/a

1 year pre
CPSA

4,146

3.37

$5.54

1,211

n/a

Stage 1

5,311

2.90

$5.14

1,366

n/a

Stage 2

5,111

3.01

$4.65

1,331

295

Stage 3

5,371

2.87

$4.77

1,365

324

Stage 4

5,214

3.77

$4.63

1,366

286
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Figure 72 PHARM V patient age distribution
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Figure 73 PHARM V patient decile distribution
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CPSA revenue increased 17 percent (net) over the four stages of the CPSA. PHARM V’s
funding revenue was largely independent of core and LTC dispensing activity. Instead, most
items dispensed were for ARRC services. Despite increasing repeat dispensing volumes,
CPSA revenue increased considerably during Stage 4; the increase was due to increased
revenue from ARRC and clozapine services. In parallel, average revenue per dispensing
decreased. Prior to CPSA, average revenue per dispensing was $0.21 above the national
average but fell $1.50 below the national average by Stage 4.
Figure 74 PHARM V CPSA revenue breakdown (monthly average)
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PHARM VI
PHARM VI is located in rural North Island and is one of two pharmacies in the main
shopping strip. Patients are typically Māori, deprived, and have poor health literacy and
medicines compliance. Patients often present to PHARM VI first before other health care
providers because they are viewed as a “free” service. There has been a steady decrease in
patients collecting medicines following the increase in co-payments and PHARM VI is no
longer subsidising compliance packs. PHARM VI offers free medicines delivery to patients
once a week to help increase compliance. Retail has steadily declined as more products are
available in supermarkets and online. PHARM VI is open six days a week, 8:30am – 5pm
Monday-Friday, and 9am – 12pm Saturday. In addition, PHARM VI is open alternative
Sundays to cover two afterhours doctor’s surgeries on duty.
Table 26 PHARM VI general summary information

Setting

Services

North Island
Rural
High patient clinical
need
Medium non-ARRC
dispensing volume
Low socioeconomic
status
High continuity of
services delivered

CPAMS
LTC

Dispensary
workforce
(typical day))
2 Pharmacists
2 Technicians
1 Pharmacist
owner

Patient age
(average)
41

Ethnicity
Māori – 67%
Non-Māori –
33%

Table 27 PHARM VI summary dispensing information

Year

Initial
dispensing
(average per
month)

Dispensing
ratio

Average
Average CPSA
number of
revenue per
unique patients
dispensing
per month

Number of
LTC patients
(average per
month)

2 years pre
CPSA

4,529

3.27

$5.36

1,515

n/a

1 year pre
CPSA

4,392

3.30

$5.34

1,466

n/a

Stage 1

4,431

3.24

$5.31

1,449

n/a

Stage 2

4,282

3.19

$4.15

1,385

361

Stage 3

4,368

2.62

$4.16

1,386

367

Stage 4

4,198

2.31

$5.05

1,359

359
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Figure 75 PHARM VI patient age distribution
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Figure 76 PHARM VI patient decile distribution
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CPSA revenue decreased 37 percent (net) over the four stages of the CPSA. The decrease
was mainly the consequence of a dispensing ratio audit. As outlined above, the lost funding
revenue then required significant cost savings, which meant stricter enforcement around
patient co-payments and less cross-subsidisation for compliance packs. Given the high
deprivation in the area, some patients simply stopped collecting their medicines, decreasing
dispensing funding levels further. We understand there were also issues with case mix
funding, such that patients often presented with a script of 8-10 medicines but asked for only
2-3 medicines to be dispensed at a time because they couldn’t afford everything at once.
Consequently, PHARM VI received a lower RVU weighting for initial items dispensed.
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Figure 77 PHARM VI CPSA revenue breakdown (monthly average)
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PHARM VII
PHARM VII is located in suburban South Island. PHARM VII currently employs 13 staff,
including both full-time and part time employees. Patients are typically European-New
Zealand and have very mixed demographics; around 20 percent have a relatively high
socioeconomic status, whereas over 40 percent have a relatively low socioeconomic status.
For lower income patients, incremental payments systems have been set up to help ease
financial constraints around their medicine prescriptions. Patients are also described as quite
loyal and over 90 percent continued to bring their prescriptions to PHARM VII despite
moving in recent years. There is no Aged Residential Care in the local area. PHARM VII
operates both an in-store and online pharmacy. PHARM VII in-store is open six days a
week, 8:45am – 6pm Monday-Friday and 10:00am – 12:00pm Saturday.
Table 28 PHARM VII general summary information

Setting

Services

Dispensary
workforce
(typical day))

South Island
Suburban
Mixed clinical need
Large non-ARRC
dispensing volume
Medium socioeconomic
status
High continuity of
services delivered

LTC
Online pharmacy &
delivery
Smoking cessation
Weight management

4 Pharmacists
4 Technicians
1 Intern
1 Pharmacist
Owner

Patient age
(average)
42

Ethnicity
Māori– 6%
Non-Māori –
94%

Table 29 PHARM VII summary dispensing information

Year

Initial
dispensing
(average per
month)

Dispensing
ratio

Average
Average CPSA
number of
revenue per
unique patients
dispensing
per month

Number of
LTC patients
(average per
month)

2 years pre
CPSA

8,631

2.09

$5.40

3,258

n/a

1 year pre
CPSA

8,889

2.09

$5.38

3,362

n/a

Stage 1

9,008

1.90

$5.81

3,188

n/a

Stage 2

8,826

1.67

$6.37

3,073

221

Stage 3

8,820

1.67

$5.74

3,079

197

Stage 4

8,656

1.75

$5.07

3,179

193
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Figure 78 PHARM VII patient age distribution
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Figure 79 PHARM VII patient deprivation distribution
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CPSA revenue decreased 23 percent (net) over the four stages of the CPSA, most of which
occurred in Stages 3 and 4. PHARM VII dispensing activity decreased during the CPSA,
mainly through reduced repeat dispensings. This was initially reflected in increased average
revenue per dispensing. Stage 4 average revenue per dispensing decreased below pre CPSA
values. LTC funding is also relatively small; and LTC patients accounted for only
approximately 5-6 percent of unique patients served each month (approximately half the
national average).
Figure 80 PHARM VII CPSA revenue breakdown (monthly average)
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PHARM VIII
PHARM VIII is located in urban North Island and is one of two co-owned pharmacies
sitting within a retail shopping mall. Between the two pharmacies, 50 staff are employed
either full-time or part-time. Five pharmacists are employed as dispensary staff and shift
between the two pharmacies in the mall to balance workloads. There is a high focus on the
retail side of the pharmacy, with dispensing activities accounting for approximately 23-25
percent only of PHARM VIII’s business revenue. Patients are typically European-New
Zealand with mixed socioeconomic status. Female patients make up between 70-80 percent
of all patients coming through the Pharmacy. PHARM VIII is open seven days a week,
9:00am – 6:00pm Monday-Wednesday & Saturday, 9:00am – 9:00pm Thursday-Friday, and
10:00am – 6:00pm Sunday.
Table 30 PHARM VIII general summary information
Dispensary
workforce
(typical day)

Setting

Services

North Island
Suburban
Low patient clinical
need
Medium-low nonARRC dispensing
volume
Low continuity of
services delivered

LTC
Compliance packaging
Vaccinations
Blood pressure testing
Bowel screening
Weight management

2-3 pharmacists
1 intern (used in
a technicianorientated role)

Patient age
(average)
36

Ethnicity
Māori – 4%
Non-Māori –
96%

Table 31 PHARM VIII summary dispensing information

Year

Initial
dispensing
(average per
month)

Dispensing
ratio

Average
Average CPSA
number of
revenue per
unique patients
dispensing
per month

Number of
LTC patients
(average per
month)

2 years pre
CPSA

3,010

1.22

$5.35

1,453

n/a

1 year pre
CPSA

3,223

1.23

$5.33

1,556

n/a

Stage 1

3,250

1.18

$5.45

1,457

n/a

Stage 2

3,145

1.16

$6.19

1,457

28

Stage 3

3,097

1.19

$5.57

1,417

37

Stage 4

3,210

1.18

$5.38

1,497

38
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Figure 81 PHARM VIII patient age distribution
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Figure 82 PHARM VIII patient deprivation distribution
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CPSA funding decreased 3 percent (net) over the four stages of the CPSA, but was relatively
stable throughout. There appeared to be no material change in PHARM VIII’s dispensing
activity. PHARM VIII’s low dispensing ratio meant the changes in funding model had little
effect on their CPSA revenue.
Figure 83 PHARM VIII CPSA revenue breakdown (monthly average)
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PHARM IX
PHARM IX is located in suburban North Island. The pharmacy has patients with a wide
range of ethnicities, including a relatively large Māori population. High proportions of
patients have relatively low socioeconomic status and are relatively young compared with the
national average. Retail contributes only a small proportion of pharmacy business revenue.
PHARM IX is open six days a week, 8:30am – 6:00pm Monday-Friday, and 9:00am –
1:00pm Saturday.
Table 32 PHARM IX general summary information

Setting

Services

Dispensary
workforce
(typical day)

North Island
Suburban
Mixed patient clinical
needs
Medium-large nonARRC dispensing
volume
Low socioeconomic
status
Medium continuity of
services delivered

LTC
MUR
Compliance packaging
Smoking cessation

2 pharmacists
2 technicians
1 Pharmacist
owner

Patient age
(average)
33

Ethnicity
Māori – 35%
Non-Māori –
65%

Table 33 PHARM IX summary dispensing information

Year

Initial
dispensing
(average per
month)

Dispensing
ratio

Average
Average CPSA
number of
revenue per
unique patients
dispensing
per month

Number of
LTC patients
(average per
month)

2 years pre
CPSA

5,504

1.87

$5.42

2,011

n/a

1 year pre
CPSA

5,470

1.76

$5.43

1,963

n/a

Stage 1

5,410

1.59

$6.16

1,837

n/a

Stage 2

5,366

1.55

$6.13

1,937

223

Stage 3

5,339

1.46

$6.47

1,906

221

Stage 4

5,315

1.46

$5.74

1,815

218
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Figure 84 PHARM IX patient age distribution
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Figure 85 PHARM IX patient deprivation distribution
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CPSA revenue decreased approximately 15 percent (net) over the four stages of CPSA.
Similar to PHARM VII, dispensing activity decreased during the CPSA, mainly through
reduced repeat items dispensed. This was reflected in increased average revenue per
dispensing. Average revenue per dispensing remained $0.34 higher than pre CPSA.
Figure 86 PHARM IX CPSA revenue breakdown (monthly average)
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PHARM X
PHARM X is located in regional North Island and is co-located with a General Practice in a
small shopping strip. PHARM X currently employs one full-time pharmacist and two
technicians. A locum is employed part-time for extra capacity and to manage workflows.
Patients are typically Pacific Islanders and Māori, and have relatively low socioeconomic
status. Patients are often overweight with metabolic disorders and non-compliant. On
average, around 2-3 patients do not pick up their medicines a day. PHARM X receives
additional funding for patients unable to afford their medicines. Retail business is particularly
difficult and only accounts for around seven percent of pharmacy revenue. PHARM X runs
weekly clinics with five high schools in the area where medicines are supplied and delivered
to the students. These clinics are overseen by GPs who diagnose and prescribe. PHARM X
is open five days a week, 9:00am – 6:00pm Monday-Friday.
Table 34 PHARM X general summary information
Dispensary
workforce
(typical day)

Setting

Services

North Island
Provincial
High patient clinical
needs
Medium non-ARRC
dispensing volume
Low socioeconomic
status
Medium-low continuity
of services delivered

LTC
Compliance packaging
School clinics
Weight management

1 Pharmacist
2 Technicians
1 Locum
1 Pharmacist
owner

Patient age
(average)
34

Ethnicity
Māori – 29%
Non-Māori –
71%

Table 35 PHARM X summary dispensing information

Year

Initial
dispensing
(average per
month)

Dispensing
ratio

Average
Average CPSA
number of
revenue per
unique patients
dispensing
per month

Number of
LTC patients
(average per
month)

2 years pre
CPSA

3,598

1.59

$5.36

1,616

n/a

1 year pre
CPSA

3,620

1.63

$5.34

1,625

n/a

Stage 1

3,688

1.59

$5.42

1,559

n/a

Stage 2

3,535

1.59

$5.79

1,467

194

Stage 3

3,537

1.56

$5.92

1,408

215

Stage 4

3,404

1.51

$5.92

1,382

217

Page 185

Figure 87 PHARM X patient age distribution
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Figure 88 PHARM X patient decile distribution
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CPSA revenue decreased approximately 4 percent (net) over the four stages of the CPSA,
but was relatively stable during CPSA. LTC monthly funding largely supported the funding
revenue stability, as average revenue per dispensing decreased considerably in Stage Three
and Four. There appeared to be no material change in PHARM X’s dispensing activity.
Figure 89 PHARM X CPSA revenue breakdown (monthly average)
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PHARM XI
PHARM XI is located in rural North Island and is collocated with a General Practice.
PHARM XI currently employees 12 staff, including both full-time and part-time employees.
Pharmacists are employed predominately to check prescriptions for errors. Approximately
10,000 patients are served within PHARM XI’s catchment. Patients have mixed
demographics, with large proportions from low socioeconomic areas. There is also a large
Māori patient population. Preparing monthly packs for patients contributes around 40
percent of the pharmacy’s workload. Retail has faltered somewhat, but has recently expanded
to offering products more widely through mail order online. PHARM XI is open six days a
week, 8:30am – 5:15 am Monday-Friday, and 10:00am – 12:15pm Saturday.
Table 36 PHARM XI general information
Dispensary
workforce
(typical day)

Setting

Services

North Island
Rural
Mixed patient clinical
need
Large non-ARRC
dispensing volume
Low-medium
socioeconomic status
High continuity of
services delivered

CPAMS
LTC
ARRC
Asthma and chronic
respiratory services
Compliance packaging
Community hospital
services

3 Pharmacists
4 Technicians
1 Pharmacist
owner

Patient age
(average)
43

Ethnicity
Māori – 21%
Non-Māori –
79%

Table 37 PHARM XI dispensing information

Year

Initial
dispensing
(average per
month)

Average CPSA
Dispensing
revenue per
ratio
dispensing

Average
number of
unique patients
per month

Number of
LTC patients
(average per
month)

2 years pre
CPSA

7,096

2.03

$5.41

2,632

n/a

1 year pre
CPSA

7,132

2.09

$5.39

2,619

n/a

Stage 1

7,263

1.99

$5.61

2,585

n/a

Stage 2

7,118

1.98

$5.61

2,579

177

Stage 3

7,218

1.88

$5.63

2,610

320

Stage 4

7,260

1.76

$5.60

2,677

328
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Figure 90 PHARM XI patient age distribution
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Figure 91 PHARM XI patient decile distribution
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CPSA revenue decreased approximately 11 percent (net) over the four stages of the CPSA.
Dispensing activity steadily reduced throughout the CPSA. In parallel, average revenue per
dispensing increased. However, without LTC and CPAMS funding, CPSA funding would
have decreased by approximately 21 percent.
Figure 92 PHARM XI CPSA revenue breakdown (monthly average)
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Appendix 4 List of stakeholder
scoping interviews
Graeme Blanchard – National Information Clinical Leadership Group, Community
Pharmacist
David Bullen – Community Pharmacist
Andrew Inder – Ministry of Health
Michael James – Canterbury District Health Board
Greg Hamilton – Canterbury District Health Board
Trevor Lloyd – Middlemore District Health Board
Linda Rundle – Ministry of Health
Rico Schoeler – Independent Consultant
Andi Shirtcliffe – Ministry of Health
Kevin Snee – Hawke’s Bay District Health Board
Richard Turnbull – Walls & Roach Medicine Management
Alison Van Wyk – Green Cross Methodology for financial
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CPSA 2012
Evaluation Project:
Financial Evaluation
2012/13 & 2013/14
& 2014/15

Author: Rico Schoeler
10/30/2015

Executive Summary
This evaluation examines whether the sector and DHB expectations for the 2012 Community
Pharmacy Services Agreement have been met. The evaluation has been done in two parts, the first
one covering the 2012/13 and 2013/14 financial years (contract Stages 1-3) and the second stage
covering the 2014/15 financial year (contract Stage 4).
The various evaluation items are listed in the table below and, in the opinion of the author, those
expectations have been met for the 2012/13 to 2013/14 financial years. For the 2014/15 financial
year, some objectives have only been partially met. In particular, Stage 4 reintroduced the ‘perverse
incentive of repeat dispensings as the primary driver of pharmacy income’ albeit at a reduced scale
when compared to the pre 2012 CPSA.

Evaluation

FYR 2012/13 and 2013/14
(Stages 1-3)

FYR 2014/15
(Stage 4)

Item 1 (decrease in funding against
forecast)

Achieved

Achieved

Item 2 (reduction in growth)

Achieved

Achieved

Item 3 (dampening of redistributions,
reduction for DHB with high per
patient dispensing fees)

Achieved

Not applicable for dampening
effect, weak correlation of
changes to DHBs

Item 4 (reduce inappropriate close
control)

Achieved

Partially achieved

Item 5 (patient charges)

Not covered

Not covered

Item 6 (transition payments providing
stability and time to adjust)

Achieved

Not applicable

Item 7 (increase in overall payments)

Achieved

Achieved

Item 8 (improved cashflows)

Achieved

Achieved

Item 9 (mitigation of impact on
individual pharmacies)

Achieved

Not applicable

Item 10 (income maintained if market
share stable)

Achieved

Partially achieved

Item 11 (redistribution of funding)

Achieved

Achieved

Item 12 (no reduction in income if all
CC patients registered in LTC)

Not covered in 2013/14

Achieved

Overall the CPSA 2012 provided an environment that allowed pharmacies to significantly reduce
their repeat dispensings whilst providing financial stability through transition payments. The
reduction in repeat dispensings provided the headroom to introduce new patient centric service
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payments such as LTC and CPAMS. While Stage 4 (re)introduced repeat dispensings as a key driver of
pharmacy revenue, at a macro level the reduction of dispensings has been maintained. However
repeat dispensings have grown by more than 7% in FYR 2014/15 (4.5% when adjusted for
atorvastatin) and a number of individual pharmacies have increased their repeats strongly in
response to the changes of Stage 4.
A theme that has been apparent throughout the evaluation is that while only a relatively small
number of pharmacies (~100 or 10%) is extremely responsive to changes in financial incentives these
pharmacies can contribute to more than 50% of the expenditure increase or decrease at a national
level. Care therefore needs to be taken to develop a funding system that not only is appropriate for
the majority of pharmacies, but also one that prevents undesired responses by a small but very
impactful minority.
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1. Introduction
The CPSA 2012 Evaluation Project (the Project) is being undertaken as a requirement of the
Community Pharmacy Services Agreement (CPSA) to ensure “A process and outcome evaluation will
be undertaken. The scope of the evaluation will be agreed by the Community Pharmacy Services
Governance Group (CPSGG)”. The intent of the evaluation is to inform the development of the next
CPSA.
Due to the offer by PHARMAC to assist in the financial aspects of the evaluation, these aspects were
excluded from the procurement of the process and outcome evaluation by an external party. Sapere
Research Group won the contract to undertake the process and outcome evaluation.

2. Background
PHARMAC commissioned Rico Schoeler to undertake the 2012/13 & 2013/14 financial evaluation.
TAS commissioned Rico Schoeler to undertake the 2014/15 financial evaluation. While relevant parts
of the analysis were checked by TAS staff and PHARMAC staff, all statements contained in this
evaluation are the responsibility of the author alone.
The scope for the Financial Evaluation was prepared following input from the parties that were
originally “in the room” for discussions around the financial aspects, and their intent, of the
Community Services Pharmacy Agreement (CPSA) 2012 to ensure that the financial evaluation would
encompass both District Health Board (DHB) and Pharmacy Sector viewpoints.
The scope of this evaluation was clarified at the CPSGG meeting of 4 March 2015 and the full scoping
document is attached as Annex 1.
This document contains the combined findings of the two evaluation parts – the original evaluation
for FYR 2012/13 and FYR 2013/14 is attached as Annex 2.

3. Evaluation
The evaluation below is divided into two sections in line with the agreed scope; DHB Expectations
and Sector Expectations. The wording from the scope has been reproduced as an introduction; then
evaluation items relating to the scope are discussed.
The evaluation for financial years ending June 2013 (FYR 2012/13) and FYR 2013/14 is based on the
final, audited end of year figures. In order to be able to produce the financial evaluation by
November 2015 CPSSG agreed that the FYR 2014/15 evaluation should be performed based on an
estimate of the final wash up distribution. While this estimate is introducing some possible variation
to the final figures at a pharmacy level, it is very unlikely to materially affect the figures presented in
this evaluation.
Where expenditure for FYR 2014/15 has been compared with the earlier financial years, it has been
assumed that the transition payment for July 2015 would be based on Stage 4 rules (despite the
actual calculation being based on Stage 3 rules due to Stage 4 beginning 1 month into FYR 2014/15).
This is to allow a comparison for a full financial year between Stages 4 and earlier Stages.
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DHB Expectations:
The proposed service and funding model was based on the following assumptions that would result
in increased value for money (Note: only the financial aspects are included):
-

-

Service and funding across three patient cohorts (Core, High Needs (LTC), and Specific
Services) to more fairly apportion funding according to patient need, with a patient-centred
services model that provides better incentives, and moves away from the current perverse
incentive of dispensing volume as the primary driver of pharmacy income.
Transition funding over the next three years, is required to provide a level of financial
security for community pharmacies and DHBs, within the agreed envelope.
Savings for all DHBs over the three years compared with current forecasts.

By 2015 DHBs were expected to have:
-

Maintained control of the growth of supply (dispensing fees) and funding for community
pharmacy services within a funding growth path acceptable to individual DHBs.

Evaluation Item 1:
In comparison to the October 2011 PHARMAC forecasts, which assumed the pre-CPSA 2012 funding
structure, the indicative total impact across all DHBs of the proposed funding model over the next 4
years would culminate in a decrease in funding against the forecast.

Findings
The PHARMAC forecasts first and foremost seek to understand and project pharmaceutical
expenditure. However, as prescription and dispensing activities influence pharmaceutical
expenditure, the forecasts do contain an expectation for dispensing volumes as a side product.
The PHARMAC October 2011 forecast was prepared before the 1 July 2012 start date of CPSA 2012
and did not include any impact from the CPSA 2012. It reflects expectations on volumes and
expectations had the old CPSA (and the then current schedule rules) remained in force. The
PHARMAC forecast is limited to dispensing volumes and cost and does not include IT costs, cost of
money or administrative costs.
As shown in Chart 1 actual DHBs expenditure1 for dispensing and service fees was $11.5 million in
FYR 2012/13, $30.5 million in FYR 2013/14 and $49.2 million in FYR 2014/15 lower than forecast
expenditure.
When looking at these forecast savings, it is important to remember these numbers are derived by
assuming that the old CPSA and the then current PHARMAC schedule rules remained in place.
However it is very unlikely that, in the absence of the new CPSA, no further change would have
occurred. Furthermore these savings represent avoided costs – the forecast growth was significantly
higher than the likely funding growth DHBs would receive, indicating that DHBs could not afford the
forecast position.
1

DHB expenditure is reported by DHB of Service, i.e. before adjustments to inter district flows.
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Chart 1: Pharmacy spend by financial year

Cost related to delivery of pharmacy programme but not included in envelope:
In addition to the payments to pharmacy described above DHBs (and the MOH) incurred significant
additional costs (for IT and the programme itself) to support the delivery of the CPSA 2012. In the
absence of the CSPA 2012 DHBs or MOH would not have incurred these costs. The Programme
(including IT cost funded through the Programme) cost DHBs $7.5 million over the three years of the
CPSA 2012. DHBs and the MOH also funded over $2 million of further IT initiatives related to the
CPSA 2012.

Evaluation Item 2:
Using the funding envelope agreed by CEOs, all DHBs would experience a reduction in the growth of
the community pharmacy non drugs budget over the forecast period.

Findings
The second column of Table 1 shows the growth expectations by DHB (the forecast annual
percentage growth from FYR 2011/12 to FYR 2014/15) under the pre 2012 CPSA funding structure.
Under the old agreement growth expectations for DHBs were quite similar, with growth rates
between 4.3% and 7.0% (average across all DHBs was 5.8%).
The last two columns show the actual annualised expenditure growth as a result of the introduction
of CPSA 2012 that occurred since FYR 2011/12 to FYR 2013/14 and to FYR 2014/15.
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Table 1: Expenditure changes by DHB

DHB

Whanganui
Taranaki
West Coast
Canterbury
Lakes
Northland
Tairawhiti
Bay of Plenty
Capital and Coast
MidCentral
ALL DHBs
Waikato
Nelson Marlborough
Southern
Hutt Valley
Hawkes Bay
Wairarapa
Auckland
Counties Manukau
Waitemata
South Canterbury

Forecast annualised
expenditure growth
from FYR 2011/12 to
FYR 2014/15
4.3%
4.6%
4.7%
4.9%
4.9%
5.0%
5.5%
5.5%
5.6%
5.8%
5.8%
5.9%
6.1%
6.1%
6.1%
6.1%
6.2%
6.2%
6.2%
6.5%
7.0%

Annualised actual
expenditure
change from FYR
2011/12 to FYR
2013/14
0.6%
1.2%
-2.9%
-1.2%
3.7%
4.6%
-5.4%
1.4%
5.0%
0.2%
1.9%
3.2%
3.8%
0.2%
3.6%
-3.5%
-2.9%
4.9%
3.0%
5.2%
-5.4%

Annualised actual
expenditure
change from FYR
2011/12 to FYR
2014/15
0.8%
0.9%
-3.0%
-1.0%
3.0%
4.1%
-3.1%
1.5%
3.9%
0.0%
1.6%
3.1%
3.0%
-0.5%
2.6%
-2.7%
-3.9%
3.3%
3.0%
4.3%
-5.8%

The expenditure growth across all DHBs (1.6% annualised growth to FYR 2014/15) has reduced,
however the spread has increased, with some DHBs showing absolute reductions in expenditure of
over 5%, while the actual growth for other DHBs still exceeds 4%. These expenditure changes to
DHBs have corresponding effects on the pharmacies within that DHB – as the DHB expenditure
increases, pharmacy revenue in this region goes up and vice versa.
Table 2 shows a breakdown of DHBs actual expenditure compared to forecast for the FYR 2012/13 to
2014/15. All DHBs have improved when compared to the forecast expectations. For some DHBs (in
particular Northland2) there was only a slight reduction compared to expectations for FYR 2014/15,
while for others (South Canterbury, Tairawhiti, Hawkes Bay, Wairarapa, West Coast) the reduction
for FYR 2014/15 when compared to forecast exceeds 25%.

2

The volumes and expenditure for Northland may have been affected by the early roll-out of the removal of
under 13 co-payments.
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Table 2: Actual expenditure compared to forecast by DHB

DHB
South Canterbury
Wairarapa
Hawkes Bay
Tairawhiti
West Coast
Southern
Canterbury
MidCentral
ALL DHBs
Bay of Plenty
Taranaki
Whanganui
Hutt Valley
Counties Manukau
Nelson Marlborough
Auckland
Waikato
Waitemata
Lakes
Capital and Coast
Northland

2012/13 actual
compared to
forecast
-7.4%
-8.2%
-9.3%
-9.9%
-6.6%
-3.1%
-4.2%
-4.2%
-3.1%
-3.2%
-2.0%
-2.1%
-2.6%
-3.6%
-1.3%
-0.7%
-2.6%
-1.7%
0.0%
-1.2%
-1.1%

2013/14 actual
compared to
forecast
-28.8%
-20.1%
-21.4%
-24.6%
-16.7%
-12.6%
-13.2%
-11.8%
-8.2%
-8.7%
-7.2%
-7.7%
-5.2%
-7.0%
-4.9%
-2.9%
-5.8%
-2.8%
-2.8%
-1.4%
-1.1%

2014/15 actual
compared to
forecast
-46.6%
-34.9%
-29.8%
-28.9%
-26.0%
-21.0%
-19.0%
-18.2%
-13.0%
-12.3%
-11.4%
-10.8%
-10.4%
-9.8%
-9.1%
-8.5%
-8.4%
-6.4%
-5.7%
-5.1%
-2.6%

Evaluation Item 3:
The transitional pool would act to dampen the redistributions introduced by the new funding model
thus reducing costs most rapidly in DHBs with high per patient dispensing fees.

Findings:
Table 3 below is sorted by the DHB with lowest FYR 2011/12 cost per patient visit for an initial item
to highest. Generally, a low/high cost per patient is associated with a low/high dispensing ratio. As
can be seen in the fourth column comparing actual expenditure with forecast for the FYR 2014/15,
DHBs with the greatest per patient expenditure experienced the greatest expenditure reduction
when compared to forecast but this is not a perfect correlation. The last column with the 2014/15
per patient cost shows that the difference between DHBs has reduced (Range in FYR 2011/12 was
$18.19 to $32.23; range in FYR 2014/15 was $19.18 to $26.58).

CPSA 2012 Evaluation Project: Financial Evaluation

Page 7 of 29

Table 3: Forecast/Actual expenditure and $cost per patient/month

DHB

Capital and Coast
Lakes
Waitemata
Auckland
Northland
Counties Manukau
Waikato
ALL DHBs
Nelson Marlborough
Hutt Valley
Bay of Plenty
Whanganui
MidCentral
Taranaki
Canterbury
Hawkes Bay
Tairawhiti
Southern
Wairarapa
West Coast
South Canterbury

2011/12 cost
per patient visit
for initial items

2011/12 crude
dispensing
ratio

$18.19
$18.84
$19.43
$19.62
$20.34
$20.50
$21.09
$22.04
$22.44
$22.45
$22.77
$23.40
$23.96
$24.26
$24.83
$25.06
$25.28
$25.45
$28.32
$28.86
$32.23

1.45
1.45
1.44
1.42
1.53
1.46
1.59
1.64
1.67
1.69
1.70
1.68
1.78
1.77
1.84
1.96
1.93
1.84
2.25
2.05
2.35

2014/15
actual
expenditure
compared to
forecast
-5.1%
-5.7%
-6.4%
-8.5%
-2.6%
-9.8%
-8.4%
-13.0%
-9.1%
-10.4%
-12.3%
-10.8%
-18.2%
-11.4%
-19.0%
-29.8%
-28.9%
-21.0%
-34.9%
-26.0%
-46.6%

2014/15 cost per
patient visit for
initial items
$19.18
$20.06
$20.68
$20.51
$21.81
$21.22
$21.57
$21.94
$23.45
$23.21
$22.64
$23.33
$23.70
$23.56
$22.66
$22.52
$23.46
$23.88
$24.59
$26.58
$26.56

Note: This table uses a different measure of patient visits (the number of times in a month that a patient visited a
pharmacy and presented one or more initial items) than the table in the 2012-2014 evaluation that used the total number
of visits per month (i.e. including visits solely for repeat dispensings)

Despite the large expenditure reductions for West Coast, Wairarapa and South Canterbury DHBs,
those DHBs still have some of the largest cost per visit for initial items in FYR 2014/15 as shown in
last column of Table 3.
There was no transitional pool in Stage 4; the balance of any unclaimed part of the envelope was
paid out and calculated proportionally to the LTC and Core expenditure of each pharmacy. Therefore
there is no dampening effect in Stage 4.
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Evaluation Item 4:
The intended impact on individual pharmacies was to reduce inappropriate use of Close Control.

Findings
Inappropriate use of Close Control cannot be measured as such with the current data available.
However, there was considered to be some relationship between inappropriate use of Close Control
and high dispensing ratios. It was envisaged that, as a result of the contract changes, repeat
dispensing would reduce.
Chart 2 (as per the quarterly addendum to the Monitoring Report) shows that overall repeat
dispensing volumes fell by over 15% since the start of the CPSA 2012. Repeat dispensings have been
growing again since the introduction of Stage 4 rules, however some of the growth in 2014/15 is due
to the atorvastatin monthly dispensing change which was required due to supply issues.
Chart 2: Annual Growth in Initial, Repeat and Total Items

Chart 3 shows the reduction of repeat dispensing (expressed as percentage of total dispensings) in
FYR 2013/14 by DHB compared to the PHARMAC forecast dispensing for FYR 2013/14. This has been
derived by calculating the difference between the actual amount of dispensing in FYR 2013/14 and
the forecasted dispensing ratio3 for 2013/14 multiplied by the actual initial dispensing for 2013/14.

3

Unless stated differently all figures that compare to the PHARMAC forecast use the total number of
dispensings without any exclusions. This is necessary as the exclusions in the contract to calculate the contract
dispensing ratio cannot be applied to the PHARMAC forecast. Therefore the dispensing ratios shown here are
likely to be different to those reported elsewhere. While those exclusions (in particular methadone) have a
significant effect on to the absolute size of the dispensing ratio, the relative movement is not affected much.
This is because, at an overall level, the volumes for the excluded items have remained stable.
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Chart 3: Reduction of dispensing compared to forecast dispensing for 2013/14
50%
45%

Reduction in repeat dispensings
DHB Average

40%
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20%
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Chart 4 shows the forecast dispensing ratio compared to the actual dispensing ratio for FYR 2013/14.
The dispensing ratio reduced for all DHBs, the reduction in repeat dispensing was highest in those
DHBs with a high ratio.
Chart 4: Actual and Forecast dispensing ratio for 2013/14
2.60
Forecast Dispensing Ratio 2013/14

2.40

Actual Dispensing Ratio 2013/14

2.20
2.00
1.80
1.60
1.40
1.20
1.00
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Table 4 below shows an analysis of the distribution of reductions of dispensings by pharmacy. This
analysis is limited to pharmacies that were in operation throughout 2010 to 2015 (where possible
successor contracts of the same pharmacy have been included); furthermore pharmacies that had a
change in initials of more than 50% were excluded, as were those with small volumes and those who
had a large proportion of special services.4 These exclusions reduce the number of pharmacies
analysed to 580. Despite the large number of excluded pharmacies the numbers are considered to
be reasonably representative for pharmacy as a whole.
The analysis compares the actual dispensings in FYR 2013/14 to the actual initial items in FYR
2013/14 multiplied by the FYR 2010/11 dispensing ratio. This gives an idea on the dispensing volume
that a pharmacy would have had if the same number of repeats was issued in FYR 2013/14 than in
FYR 2010/11.
Table 4: Repeat dispensing changes

Change of repeat dispensing
in 2013/14 compared to
2010/11 dispensing:
Over 40% reduction
30% to 40% reduction
20% to 30% reduction
10% to 20% reduction
5% - 10% reduction
Small Change -5% to 5%
increase 5%+
Excluded

Number of
pharmacies

Share of overall
repeat reduction

Share of initial
items

61
72
96
121
51
66
113

29.9%
20.8%
17.1%
11.4%
2.0%
0.1%
-8.1%

7.1%
8.2%
11.0%
13.7%
6.5%
7.3%
12.9%

408

26.8%

33.2%

Table 4 groups the pharmacies by the size of reduction in their repeat dispensings, and shows the
number of pharmacies in each category, the share of that category of the overall repeat reduction,
and the market share of that category by initial item. If all pharmacies had responded evenly you
would expect the share of overall repeat reduction and the share of initial to be roughly equal (and
in fact you would not expect to see a lot of categories).
Table 5 groups pharmacies by their FYR 2010/11 dispensing ratio. From both tables 4 and 5, it can be
seen that a relatively small number of pharmacies achieved around 50% of the total reductions in
repeat dispensings:

4

Pharmacies with a significant change of item volume were excluded as changes in repeat dispensings are
likely to be a result of a change in the demographics of patients treated. Similarly that is why pharmacies with
a high amount of special services were excluded as changes within special services can have a very sizeable
impact on the number of dispensings.
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Table 5: Repeat dispensing changes grouped by Dispensing Ratio

1.0 - 1.4
1.4 - 1.6
1.6 - 1.8
1.8 - 2.0
2 plus

176
142
105
68
89

Share of overall
repeat reduction
2013/14
1.7%
8.8%
13.7%
15.5%
33.4%

Excluded

408

26.8%

Dispensing Ratio Bands

Number of
pharmacies

Share of initial
items
21.1%
18.0%
11.3%
7.2%
9.2%
33.2%

133 pharmacies (61+72) had a reduction in their repeat dispensing by over 30%, which contributed
to 50.7% (29.9%+20.8%) of the overall reduction, but the share of initial items of these pharmacies
was only 15.3% (7.1%+8.2%). Similarly 157 pharmacies (68+89) with a FYR 2010/11 dispensing ratio
of greater than 1.8 contributed to 48.9% (15.5+33.4%) of the overall reduction, with a market share
of initial items of only 16.4% (7.2%+9.2%).
As can be seen from Table 6, as well as Chart 5 and Chart 6 (that show the monthly volumes) repeat
items have grown by 7.3% when compared to FYR 2013/14 (before adjustment to atorvastatin).
Table 6: Core and LTC repeat items

2013/14

2014/15

% Growth

Core & LTC rept Seq 2-3

10,854,931

12,180,171

12.2%

Core & LTC rept Seq 4-12

4,895,632

4,660,453

-4.8%

Core & LTC rept Seq 13-28

203,560

228,299

12.2%

Core & LTC rept Seq 29+

321,522

392,255

22.0%

16,275,645

17,461,178

7.3%

Core & LTC All repeats
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Chart 5: Core & LTC Repeat Items (monthly and weekly)
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Chart 6: Core and LTC Repeat Items (daily)
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Chart 7 below shows the growth of repeat dispensings (core and LTC only) by DHB split into Core and
LTC dispensings.
Chart 7: Growth of repeat dispensings, FYR 2014/15 compared to FYR 2013/14, adjusted for atorvastatin

20.0%
CORE

LTC

15.0%

10.0%

5.0%

0.0%

-5.0%

While the growth in core repeat dispensings is very significant in some DHBs, core repeat
dispensings are a small part of overall repeat dispensings – the total growth is shown in Chart 8 on
page 15. Overall repeat dispensing in Tairawhiti, Waitemata and Whanganui grew by more than 8%.
Table 7 below analyses the changes in repeat dispensing by comparing the actual repeat dispensings
in FYR 2014/15 with the repeat dispensings that would have occurred had the pharmacy maintained
their 2013/14 Dispensing ratio for Core and LTC items (adjusted for atorvastatin). As can be seen
from the table, the majority of pharmacies did not change their repeat dispensings, however a small
number of pharmacies increased their repeat dispensings significantly.
Table 7: Changes in repeat dispensings by pharmacy

Changes in repeat dispensings
Greater than 5% reduction
Less than 5% increase or decrease
5% to 10% increase
10% to 15% increase
Greater than 15% increase
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47
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79
21
18

Page 14 of 29

Chart 8: Repeat dispensing (core & LTC only, adjusted for Atorvastatin) FYR 2013/2014 vs. 2014/2015
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-2.0%

Evaluation Item 5: (not covered)
The following DHB expectation is out of scope for the financial evaluation to be undertaken by
PHARMAC, so will be included in the main evaluation, however due to its financial nature it is
included here for completeness.
Patient charges: It was expected that all of the services should not attract a higher patient charge
than currently occurs.
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Sector Expectations:
Evaluation Item 6:
Transition payments would:
a) Provide financial stability /sustainability of funding while allowing time to change business
levels/models and to reconfigure services.
b) Allow time for pharmacies with high levels of ‘Close Control’ to bring their patient management
practices into line with those of other pharmacies but they would be strongly incentivised to make
changes in the way they serviced patients and do so reasonably quickly.

Findings
The transition payments were allocated by initial items multiplied by the contracted dispensing ratio
(core services, 2011 calendar year). This meant that a pharmacy would not be affected by a change
in repeat dispensing volumes. The relative share of a pharmacy’s transition payment is therefore
only influenced by changes in initial item volume.
The impact of the transition payment is therefore two fold – they insulate a pharmacy from changes
in repeat dispensing, but also change the funding allocation from dispensings (which is how funding
was allocated before the CPSA 2012) towards initial items. Chart 9 shows the changes of the
transition payments over time.
Chart 9: Transition Payment as percentage of total funding
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Overall the funding model in Stages 1-3 meant that a pharmacy could only increase its funding share
by attracting more patients (increases in initial items) or by increases to the number of LTC
registrations. Changes in the number of repeats only had a minimal impact on the amount of funding
received ($1 handling fee was paid for each repeat dispensing).
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The transition payment ended in July 2014 with the start of Stage 4. For Stages 1-3 the Quality
Incentive Payment pool (5% of the envelope) was included in the overall transition pool. When Stage
4 was introduced it was acknowledged that the Quality Framework to support payment of the pool
was not going to be in place before 1 July 2015. This meant that for all Stages of the CPSA that the
Quality Incentive pool of up to $19 million annually was distributed across all pharmacies rather than
only to those who are meeting particular service objectives.
The funding model changed in Stage 4 with a reduced LTC fee and the introduction of case mix fees.
A summary of the different funding models is contained in Table 8 below.
Table 8: Funding model comparison

Initials
Interim Core Payment
– initials only
Repeats - 2 to 3
Repeats - 4 to 12
Repeats - 13 to 28
Repeats - 29+

Transition Payment

Pre CPSA
2012

Stage 1

Stage 2

Stage 3

Stage 4

$5.30

$1.00

$1.00

$1.00

$5.38

$2.50
$5.30
$5.30
$5.30
$5.30

$1.00
$1.00
$1.00
$1.00

$1.00
$1.00
$1.00
$1.00

$1.00
$1.00
$1.00
$1.00

% of TP
based on
initial item x
dispensing
ratio

% of TP
based on
initial item x
dispensing
ratio

% of TP
based on
initial item x
dispensing
ratio

Additional
$130 per
annum per
patient

Additional
$360 per
annum per
patient

LTC

$4.00
$2.80
$2.20
$2.05

Additional
$240 per
annum per
patient

Table 9 below shows a comparison between pre CPSA 2012 funding and Stage 4 funding for a
3 month prescription dispensed with or without repeats. As can be seen from the last column,
payments for monthly repeat prescriptions reduced by 15.8%, payments for weekly repeats reduced
by 40.8% and payments for daily repeats reduced by 57.9%. In particular monthly repeat
prescriptions payments are in Stage 4 a key driver of overall pharmacy payments, with those
pharmacies having a higher monthly dispensing ratio attracting a much higher share of the overall
funding.
Table 9: Comparison between repeat payments for Pre 2012 CPSA and Stage 4

No repeats
Repeats - Monthly
Repeats - Weekly
Repeats - Daily

Pre 2012 CPSA

Stage 4

$5.30
$15.90
$68.90
$482.30

$5.38
$13.38
$40.78
$202.93

Percentage change
1.5%
-15.8%
-40.8%
-57.9%

Note: Assumes that a 3 month prescription with one item is presented and a total of 3 dispensings for monthly, 13
dispensings for weekly and 91 dispensings for daily repeat.
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Evaluation Item 7:
c) Overall the pharmacy Sector would not lose out. The Sector would receive a guaranteed minimum
overall payment each year which would increase annually by either the Contribution to Cost
Pressure or 1.5% (whichever was less).

Findings
Overall payment to pharmacy by DHBs grew by 3.4% in FYR 2012/13 compared to FYR 2011/12 and
by a further 0.5% in FYR 2013/14. Due to the write-off of annual adjustment recoveries by DHBs,
expenditure growth shown above is higher in FYR 2012/13 and lower in FYR 2013/14. The envelope
was increased in FYR 2013/14 by 0.9%. The FYR 2012/13 envelope of $370.5 million represented an
increase of 3% when compared to the previous year’s expenditure. Both envelope and expenditure
increased by 0.8% in FYR 2014/15.

Evaluation Item 8:
Cashflow would improve due to the advance payment mechanism.

Findings
A total of $220 million was paid between 10-20 days earlier (average 13.9 days). This figure has been
derived by assuming that, in the absence of the advance payment mechanism, the payments would
have occurred together with the payment for handling fees.
The cost to DHBs and the value to pharmacies depend on the assumed annual cost of money as
shown in Table 10 below. The actual cost of money depends on the circumstances of the DHB and
pharmacy. However, it is likely that the cost of money within a pharmacy is higher than the cost of
money to the DHBs. So pharmacies may have profited more from this change than it did cost to
DHBs, representing a win-win for the contract overall.
Table 10: Cost of money by interest rate

Cost of Money
Average payment delay 14
days

3%

4%

5%

6%

7%

8%

$249,614

$332,819

$416,024

$499,229

$582,433

$665,638
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Evaluation Item 9:
There was concern that the new funding model may impact adversely on some pharmacy’s income.
This issue will be mitigated by DHBs entering into discussion with a pharmacy if:
●
●

The pharmacy had a decrease in funding by over 20% of their 2011/12 income due to a
review of their Dispensing Ratio. (Note: Dispensing Ratio Reviews could be appealed)
The impact of a new service model had a negative impact on patients.

Findings
There were 37 applications for a Dispensing Ratio review. Of these applications, 18 resulted in the
pharmacy having their dispensing ratio changed. The impact on patients has not been evaluated as
part of this financial evaluation.

Evaluation Item 10:
Most pharmacies would continue to maintain their income if they maintained their relative market
share.

Findings
The analysis below looks again at the ‘stable’ 580 pharmacies discussed in Evaluation Item 4: It
assumes that relative market share is defined by the initial item market share in FYR 2011/12. It then
looks at the change in total service fees received in FYR 2013/14 compared to those received in FYR
2011/12. This change is then compared to the change in initial item volume from FYR 2013/14 to FYR
2011/12.
The assumption that initial items define relative market share is a simplification as in reality other
factors (number of patients, LTC registrations) contribute towards the market share, but data for
these is not available for 2011/12. Table 11 shows that for those pharmacies that had little change in
their initial item volume (second row), 119 out of 159 maintained or improved their income.
It can also be seen from the other rows in the table that generally a change in initial items led to a
corresponding higher change in income: the income for those pharmacies that had a reduced market
share fell further than the reduction in market share – for those that had an improvement in their
initial item market share the income increased more than the relative increase in market share.
Table 11: FYR 2013/14 Income and changes in initial items.

Change in initial items

Initial items reduced by
5% or more
Initial items within
-5% to 5%
Initial items increased
by 5% or more
Total

Income changed more
than change in market
share

About the
Same

Income improved more
than the change in
market share

192

5

7

40

79

40

1

5

211

233

89

258
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Table 12 shows the same analysis for the 2014/15 financial year. As can be seen in the second row
142 pharmacies, out of the 222 pharmacies that had largely unchanged item volume, maintained or
improved their income.
Table 12: FYR 2014/15 Income and changes in initial items

Change in initial items

Income changed more
than change in market
share

Initial items reduced by
5% or more
Initial items within
-5% to 5%
Initial items increased
by 5% or more
Total

About the
Same

Income improved more
than the change in
market share

43

26

98

80

40

102

79

23

89

202

89

289

Table 13 below analyses the overall income change of the 580 ‘stable’ pharmacies relative to their
change in repeat dispensing when compared to the number of repeat dispensings that would have
occurred according to their contracted dispensing ratio. While the data in this table is not fully
representative for pharmacies as a whole (overall income change was 4.7%) the relative distribution
is likely to be representative. It can be seen from the table that those pharmacies with reductions
greater than 20% had a reduction in their income, while those who did not change or increased their
repeats had an increase income.
Table 13: Total income change FYR 2014/15 compared to FYR 2013/14, grouped by reduction relative to
Contracted dispensing ratio

Repeat change relative to contract
dispensing ratio

Pharmacies

Total income change – FYR 2014/15
compared to FYR 2011/12

Greater than 40% reduction

15

-35.2%

30% to 40% reduction
20% to 30% reduction
10% to 20% reduction
5% reduction
less than 5% +/- change
increase by 5% or more
DR unavailable
Total

23
71
160
143
86
41
41
580

-8.9%
-12.5%
1.7%
6.2%
9.6%
6.1%
-4.9%
0.7%

Table 14 below again looks at the 580 pharmacies, this time to look at the income change relative to
the contracted dispensing ratio. As can be seen those pharmacies with a dispensing ratio of 1.6 or
below improved their income, while those with a greater dispensing ratio had a reduction in income.
It is worth noting that the pharmacy with the highest dispensing ratio in this analysis improved their
income, in part as a result of repeat dispensings increasing in FYR 2014/15 by 25% relative to the FYR
2013/14.
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Table 14: Total income change FYR 2014/15 compared to FYR 2013/14, grouped by contracted dispensing
ratio

less than 1.2

35

Total income change – FYR 2014/15
compared to FYR 2011/12
9.6%

1.2 to 1.4
1.4 to 1.6
1.6 to 1.8
1.8 to 2.0
greater than 2.0
DR unavailable

148
135
91
59
69
43

8.9%
7.3%
-4.7%
-4.2%
-18.1%
-4.3%

Total

580

0.7%

Contracted dispensing ratio

Pharmacies

Evaluation Item 11:
Money released from within the envelope (i.e. from a decrease in Close Control) would be redistributed across the Sector and to contribute to the funding of patient-centric services such as the
Long Term Condition (LTC) Service Fees.

Findings
The main new patient centric service introduced as part of the CPSA is the Long Term Condition
(LTC) service. Table 8 below shows the actual LTC expenditure in FYR 2012/13 and FYR 2013/14.
Additionally a portion of the transition payments could be attributed towards the LTC payment,
which would increase the LTC expenditure by $13.8million in 2012/13 and $21.7million in 2013/14.
Table 15: LTC expenditure as a share of total pharmacy spend

FYR

LTC Expenditure

Percentage of Total Envelope

2012/13

$11.2m

3.0%

2013/14

$62.4m

16.7%

2014/15

$102.5m

27.2%

Under Stage 4 rules LTC fees (including all payments relating to an LTC registered patient) per
registered patient and pharmacy vary considerably as shown in Table 16 and Chart 10 below (for
pharmacies with more than 100 LTC registrations). The percentage amounts in the last two columns
shows the distribution of patients and funding for these pharmacies, these 519 pharmacies make up
about 84% of all registered LTC patients and funding. The average overall payment for LTC patients is
$782 per annum.
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Table 16: Total LTC payments per patient for pharmacies with 100 or more registered LTC patients

Total LTC payment
bands ($)

Pharmacies

Average Annual LTC
Payment

% of Patients

% of Funding

400 to 599
600 to 799
800 to 999
1000 to 1199
1200 to 1399
1400 to 1599

53
279
144
31
9
3

$545
$710
$887
$1,071
$1,272
$1,520

11.9%
57.3%
24.0%
4.8%
1.2%
0.7%

8.5%
53.4%
27.9%
6.7%
2.1%
1.5%

Chart 10: Total LTC payments distribution for pharmacies with more than 100 registered LTC patients
$1,600

300

$1,400

250

$1,200
200

$1,000
$800

150

$600

100

$400
50

$200
$0

0
400 to 599

600 to 799

800 to 999

1000 to 1199 1200 to 1399 1400 to 1599

Average Annual LTC Payment

No. of Claimant

Evaluation Item 12:
If a pharmacy’s Close Control patients were all eligible for LTC there would be no reduction in
income.

Findings
This evaluation item can only be usefully covered as part of the FYR 2014/15 analysis, as in Stages 13 the income was predominantly secured through transition payments, irrespective of the amount of
LTC registrations.
A direct by pharmacy comparison is not useful as the analysis cannot reliably limited to close control
patients in 2011 and then linked to patients in 2015 – at least not for a sufficient number of
pharmacies to make the comparison meaningful. Therefore this item is evaluated through scenario
analysis.
The difference between monthly payments for dispensing to a patient depending on the dispensing
frequency between Stage 4 for and pre CPSA 2012 is shown in Table 17 below.
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Table 17: Monthly payment for repeat dispensing, by initial item

Max items covered
with LTC monthly
fee

Pre 2012 CPSA

Stage 4

Difference per
item/month

Repeats - Monthly

$5.30

$4.46

$0.84

23.8

Repeats - Weekly

$22.97

$13.59

$9.37

2.1

Repeats - Daily

$160.77

$67.64

$93.12

0.2

A pharmacy with only monthly Close Control patients (assuming that all patients moved to LTC)
maintained their income if those patients had an average of less than 24 initial items per month –
which is true for all pharmacies.
A pharmacy with only weekly Close Control patients would have maintained their income if those
patients had less than 3 items. A pharmacy with only daily Close Control patients would not have
maintained their income.
In reality all pharmacies had a mix of monthly, weekly and daily Close Control patients – for those
that had a mix of monthly and weekly close control patients the income has been maintained, those
pharmacies that had a very high amount of daily close control may have lost income.

Not covered:
The uplift in funding from FYR 2011/12 to FYR 2012/13 recognised the significant change in service
and business models being embarked on and was to ensure funding was available to deliver the new
patient-centric service model.
Pharmacy expected that commensurate funding would be received for service to significant patient
groups relative to the level of service being delivered.
The following four sector expectations are out of scope for the financial evaluation to be undertaken
by PHARMAC, so they will be included in the main evaluation, however due to their financial nature
they are included here for completeness.
-

There would be a minimal administrative and compliance burden on pharmacy to
implement any changes required.

-

Any decrease operational costs due to decreased dispensing activity would offset any
decreases in income.

-

A Quality Improvement Programme would be implemented backed by funding from within
the envelope to incentivise the delivery of high quality patient-centred care.

-

Financial and time efficiencies would be enabled through the introduction of IT
developments such as the New Zealand electronic Prescription Service (NZePS) and paid for
by the Crown, including changes to Pharmacy Management Systems to implement new
claiming models.
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Annex 1:

Financial Evaluation Scope
Clarification of the Original Financial Intent of the CPSA
To be able to undertake the evaluation we require the original intended financial outcomes of the
CPSA to measure against. The DHBs original expectations have been recorded and are listed below.
The Sectors expectations were not recorded in the same easily accessible way by the CPSP. To allow
for this a selection of the members of the CPSA Working Group have been canvased to get their
agreement on the Sector expectations recorded below.

DHB Expectations:
The proposed service and funding model was based on the following assumptions that would result
in increased value for money (Note: only the financial aspects are included):
-

-

A service and funding across three patient cohorts (Core, High Needs (LTC), and Specific
Services) to more fairly apportion funding according to patient need, with a patient-centred
services model that provides better incentives, and moves away from the current perverse
incentive of dispensing volume as the primary driver of pharmacy income.
Transition funding over the next three years, is required to provide a level of financial
security for community pharmacies and DHBs, within the agreed envelope.
Savings for all DHBs over the three years compared with current forecasts.

By 2015 DHBs expected to have:
-

Maintained control of the growth of supply (dispensing fees) and funding for community
pharmacy services within a funding growth path acceptable to individual DHBs.

Impact by DHB:
-

-

-

In comparison to the October 2011 PHARMAC forecasts, which assumed the pre-CPSA 2012
funding structure, the indicative total impact across all DHBs of the proposed funding model
over the next 4 years would culminate in a decrease in funding against the forecast.
Using the funding envelope agreed by CEOs, all DHBs would experience a reduction in the
growth of the community pharmacy non drugs budget over the forecast period. The
transitional pool would act to dampen the redistributions introduced by the new funding
model thus reducing costs most rapidly in DHBs with high per patient dispensing fees.
The intended impact on individual pharmacies was to reduce inappropriate use of Close
Control.

The following DHB expectation is out of scope for the financial evaluation to be undertaken by
PHARMAC, so will be included in the main evaluation, however due to its financial nature it is
included here for completeness.
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Patient charges:
-

It was expected that all of the services should not attract a higher patient charge than
currently occurs.

Sector Expectations:
Transition payments would:
-

Provide financial stability /sustainability of funding while allowing time to change business
levels/models and to reconfigure services.
Allow time for pharmacies with high levels of ‘Close Control’ to bring their patient
management practices into line with those of other pharmacies but they would be strongly
incentivised to make changes in the way they serviced patients and do so reasonably quickly.

Overall the pharmacy Sector would not lose out. The Sector would receive a guaranteed minimum
overall payment each year which would increase annually by either the Contribution to Cost
Pressure or 1.5% (whichever was less).
Cashflow would improve due to the advance payment mechanism.
There was concern that the new funding model may impact adversely on some pharmacy’s income.
This issue will be mitigated by:
-

DHBs entering into discussion with a pharmacy if:
o The pharmacy had a decrease in funding by over 20% of their 2011/12 income due
to a review of their Dispensing Ratio. (Note: Dispensing Ratio Reviews could be
appealed)
o The impact of a new service model had a negative impact on patients.

Most pharmacies would continue to maintain their income if they maintained their relative market
share.
Money released from within the envelope (i.e. from a decrease in Close Control) would be redistributed across the Sector and to contribute to the funding of patient-centric services such as the
Long Term Condition (LTC) Service Fees.
If a pharmacy’s Close Control patients were all eligible for LTC there would be no reduction in
income.
The uplift in funding from 2011/12 to 2012/13 recognised the significant change in service and
business models being embarked on and was to ensure funding was available to deliver the new
patient-centric service model.
Pharmacy expected that commensurate funding would be received for service to significant patient
groups relative to the level of service being delivered.
The following four sector expectations are out of scope for the financial evaluation to be undertaken
by PHARMAC, so they will be included in the main evaluation, however due to their financial nature
they are included here for completeness.
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-

There would be a minimal administrative and compliance burden on pharmacy to
implement any changes required.

-

Any decrease operational costs due to decreased dispensing activity would offset any
decreases in income.

-

A Quality Improvement Programme would be implemented backed by funding from within
the envelope to incentivise the delivery of high quality patient-centred care.

-

Financial and time efficiencies would be enabled through the introduction of IT
developments such as the New Zealand electronic Prescription Service (NZePS) and paid for
by the Crown, including changes to Pharmacy Management Systems to implement new
claiming models.

Scope of the Financial Evaluation
In-Scope:
A quantitative evaluation of the CPSA related financial data against the original expectations of the
DHBs and Sector. (Note: where quantitative data does not exist then a proxy measure may be used if
available which may be qualitative).
The evaluation will include the operational costs of delivering the CPSA in a collaborative
environment. This will include all additional costs to DHBs i.e. Programme Team, Clinical Audit,
IT/software costs (including vendor costs) in comparison to forecast.

Out of Scope:
Any measurement against expectations which have changed during the life of this CPSA.
Analysis that requires a different dataset than those available to PHARMAC and Central Regions
Technical Advisory Service (TAS).
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Glossary/ Pharmacy Programme Acronyms/Abbreviations
Abbreviation

Meaning

FYR XX/YY

Financial Year beginning 1 July XX and Ending 30 June YY

CPSA

Community Pharmacy Services Agreement

DHB

District Health Boards

Initial item

The first dispensing of a product listed on a prescription

Dispensing /item

Any dispensing of an item (including the first dispensing)

A3 J3

Above Standard Copayment Prescription Items

AAS

Application & Assessment System

ARRC

Age Related Residential Care

BSO

Bulk Supply Order

CCP

Contribution to Cost Pressures

CDOS

Co-Dispensing Opioid Service

CEAG

Contract Extension Advisory Group

CMF

Case Mix Fees

CPAMS

Community Pharmacy Anticoagulation Management Service

CPI

Cost Pressure Index

CPSA

Community Pharmacy Services Agreement

CPSGG

Community Pharmacy Services Governance Group

CPSOG

Community Pharmacy Services Operational Group

CRC

Community Residential Care

DFR

Dispensing Frequency Rule

DR

Dispensing Ratio

DRR

Dispensing Ratio Review

EAR

Eligibility & Registration System

EOI

Expression of Interest

FFSM

Fees Setting/Funding & Monitoring Work Group

HIP

Health Identity Programme

ICP

Interim Core Payment

LTC EC

Long Term Conditions – Exceptional Circumstances

LTC

Long Term Conditions

LTCS

Long Term Conditions Service
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Abbreviation

Meaning

MOH

Ministry of Health

MMP

Medicines Management Plan

MTA

Medicines Therapy Assessment

MUR

Medicines Use Review

MPSO

Medical Practitioner Supply Order

NASC

Needs Assessment Service Coordination

NHI

National Health Index number

Non Stat (/1)

Non Statim – Not All at Once (with Possible Repeats) Dispensing

NPPA

Named Patient Pharmaceutical Assessment

NZePS

NZ e-Prescription Service

PBFF

Population Based Funding Formula

PHAMS

Pharmacy High Needs Adherence Management Service

PhMS

Pharmacy Management System

PHO

Primary Health Organisation

PMR

Payment Management Reserve

PMS

Patient Management System

RVU

Relative Value Unit

SOG

Sector Operations Group (Ministry of Health)

Stat (/0)

Statim - All at Once (No Repeats) Dispensing

ToR

Terms of Reference

TP

Transition Payment or Pool

QAG

Quality Assurance Work Group
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