
 

Friendly by name – friendly by nature 

Jim Howard AM RFD 
Managing Director, National Pharmacies 
Chairman, AFSPA 
 
Friendly society pharmacies hold a unique place in Australian pharmacy history providing an early 
example of not only of subsidised medicines and health insurance but also of support to the community – 
the latter role being one that continues with gusto today.  
 
A history of need 
Friendly societies have been a fundamental part of the history of pharmacy in Australia since the early 
days of colonisation. Most societies had their roots in England and were mutual self-help organisations 
through which members banded together and pooled small amounts of money to provide support for 
one another in the event of untoward occurrences during a period when governments did not consider 
social welfare part of their responsibilities. These funds, managed by lodges and branches of friendly 
societies, provided financial support for members to cover sickness medical and funeral expenses, and 
thereby promote their happiness and welfare. i 
 
 Consequently, a key role of friendly societies became the provision of health insurance which also 
included the provision of medicines, initially by contracted lodge doctors who dispensed any required 
medicines and also through specially negotiated arrangements with selected chemists (as they were 
called in those days!) who provided medicines to society members and their families at discounted 
prices. 
 
Friendly Society Dispensaries were first established in Australia by Friendly Societies in the 1840s, the 
first being the Oddfellows Medical Institute and Dispensary founded in Sydney in 1847. This was 
followed relatively quickly by other dispensaries in the Sydney area and also in Victoria including at 
Emerald Hill in 1869, the Melbourne United Friendly Society Dispensary in 1871, Bendigo in 1872, 
Ballarat United Friendly Societies Dispensary in 1880 and Wonthaggi Miners’ Friendly Society Dispensary 
in 1922. This latter dispensary, still in operation today as are the Bendigo and Ballarat dispensaries, 
provides a good example of the friendly society workings with the local Miners’ Union arranging for all 
employees in the local mines to contribute 3d (three pence) a week by payroll deduction towards the 
cost of a friendly society dispensary. By 1909, there were dispensaries in every state except South 
Australia due primarily to the concentrated effort of the local medical associations to oppose such a 
move.  Subsequently, legislation changes and public pressure saw the formation in 1911 of the Adelaide 
United Friendly Societies Dispensary, the precursor of the Friendly Societies Medical Association (FSMA), 
better known today as National Pharmacies.  ii   
 
Two significant problems of the day led to the establishment of friendly society dispensaries namely, the 
high cost of medicines for their mainly poor members, and the fact that many chemists commonly 
adulterated their drugs. By establishing their own dispensaries, the societies aimed to ensure the supply 
to their members of quality medicines as prescribed and at an affordable price. They were able to do 
this because the dispensaries were established and operated by the societies on a true not-for-profit, 
co-operative principle.iii 
 
 
 



 

Friendlies today 
Today, there are some 130 not-for-profit friendly societies dispensaries/pharmacies operated by 32 
societies representing around 2.3% of the total number of approved pharmacies. They exist in all States, 
but not yet in the Northern Territory where they are allowed only with Ministerial permission nor in the 
ACT where their presence is not currently allowed. The number of pharmacies each society can own and 
operate is limited under local pharmacy ownership legislation though societies can buy and sell 
pharmacies within those regulated limits. Collectively, they have memberships of approximately 
400,000 representing some 800,000 individuals and dispensing annually around 8 million prescriptions.  
 
The majority of the societies belong to the Australian Friendly Societies Pharmacies Association (AFSPA) 
whose role is to assist them by creating a supportive environment that enables them to provide high 
quality, consultative and affordable pharmaceutical products and services to members. AFSPA’s annual 
pharmacy management conference each September provides a great professional development 
opportunity for not only members but also the pharmacists in general. 
 
 A Memorandum of Understanding with the Pharmacy Guild of Australia ensures that both organisations 
work together harmoniously to create and promote this environment. That all friendly society owned 
pharmacies are accredited under the Guild's Quality Care Pharmacy Program and, in fact, friendly 
society-owned pharmacies were the first ‘banner’ group of pharmacies to achieve 100% QCPP 
accreditation is a good example of both the professionalism of friendly societies pharmacies and the co-
operative environment now operating. As well, friendly society pharmacies provide the range of 
professional services now made available through the current and previous Community Pharmacy 
Agreements. 
 
Mutuality and taxation   
The tax status of friendly society pharmacies is often questioned. However, they have been stringently 
controlled under State legislation for financial and other probity matters and since July 1999, as a result 
of Financial Sector Reform legislative changes, are fully corporatised under the Commonwealth 
Corporations legislation and under regulation of the Australian Securities and Investments Commission. 
As such, they are taxed as mutuals or co-operatives under the principle of mutuality in accordance with 
the provisions of Division 9 of the Income Tax Assessment Act 1936. Simply, this provides that income 
derived from trading with its members is not taxed and furthermore, the expenses incurred in earning 

that member income is excluded as a taxable deduction. But when applied to friendly society 

pharmacies all income received under the PBS is excluded from the mutuality principle and is fully 
taxable in the same manner as all other pharmacies.  
 
Despite earlier government confirmation that the mutuality principle should continue to be applied to 
certain business entities including friendly societies and their dispensaries and that this should be given 
explicit effect to in the tax law, and a more recent ACCC determination that friendly societies do not 
have a significant competitive advantage in relation to pharmacist-owned pharmacies, it is still not an 
uncommon, though misunderstood, point of view that this provision gives friendly society pharmacies 
an unfair trading advantage. 
 
A community contribution  
For-profit entities such as pharmacist-owned or pharmacist corporation-owned pharmacies provide 
services for which the profit margins are within commercial benchmarks in order to provide a return on 
capital invested – business-oriented health model. In contrast the emphasis of not-for-profit entities 
such as friendly society pharmacies is on a health-oriented business model; that is, to return surpluses 



 

to the business to fund services, reinvest in and replace assets and in improving services to their 
members and the public that would be unlikely to be undertaken by the for-profit entity.iv 
 
The value to the community of the work performed by the not-for-profit sector has long been 
recognised by the taxation system as providing a measure of vertical equity that could not be 
compensated by government-provided services at the same costs. Not-for-profit entities such as friendly 
society pharmacies do not provide their services for a commercial intent; they provide their services as 
true co-operatives investing in services for the benefit of the community for the purpose of improving 
members' better health outcomes at the lowest possible cost. 
 
But it is not just in the direct return of benefits to members that distinguishes friendly society 
pharmacies. Friendly societies provide value to the community through their sponsorship of 
programmes that focus on health issues and children's well being. Most friendly societies are based in 
rural and regional areas and make grants to local schools and sporting groups. National Pharmacies 
raised funds for over 25 health related charities in the last twelve months. Their ‘Bras off’ campaign in 
support of breast cancer research raised $210,000 in the last few years for the Flinders Centre for 
Innovation Research in Cancer. Their donations to the Adelaide Festival Centre for children's arts 
programmes has now exceeded $500,000 over the last 15 years. Each Friendly Society supports their 
own local community in their own way, being Men's sheds, dental clinics and other subsidised health 
practitioners. 
 
A friendly place to work    
For many pharmacists, particularly those seeking part-time work or career opportunities without the 
pressures of pharmacy ownership, friendly society pharmacies provide an ideal working environment. 
From intern through to a pharmacist-in-charge or pharmacy manager role, and even in the larger multi-
pharmacy societies being in charge of all professional services, friendly society pharmacies offer many 
opportunities, both fulltime and part-time for advancement within a professional and supportive 
environment. 
 
Friendly and unique 
Friendly by name and friendly by nature neatly sums up what friendly society pharmacies are all about. 
Despite the current trends in pharmacy business practices, they remain a relatively small but significant 
model of pharmacy practice that hold a unique place in the history of Australian pharmacy.  
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