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Thank you for the invitation to address you today. 

It’s a pleasure to be here. 

I would like to start by acknowledging the traditional owners of the land we are 
meeting on, the Guringai people. 

I acknowledge their history and their culture as the traditional custodians of this land 
and pay respects to their elders past and present. 

I’ve been asked today to comment on the state of the medicines market. 

Now, obviously, there are significant differences in the way the prescription 
medicines market, which I represent, and the alternative and complementary 
medicines market operate. 

They have different commercial drivers, different technologies, and different 
imperatives. 

But, interestingly, some of the broader social, economic and political trends in 
society influence both markets. 

Both industries, the prescription medicines industry and the complementary 
medicines industry, are facing the same challenges. 

So I thought today I would just spend a few minutes flagging some of those factors 
that I think are common to both. 

 

(SLIDE 1) 

Shanghai, the butterfly effect and the economy 

Does anyone know which city this is? 

The answer, of course, is Shanghai. 

Okay, you may now be wondering ‘Why in a talk about the complementary 
medicines market is he showing a picture of Shanghai?’. 

You may be thinking, ‘Clearly this guy has got the wrong conference. ‘The Trends in 
Asian town planning conference is two doors down the hall.’ 
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Well, actually I’ll put to you that Shanghai, China, and Asian countries more 
generally, are having a significant impact on Australia and our respective medicines 
industries in a variety of ways. 

Perhaps first, and most obviously, Chinese herbal medicine has been a significant 
source of alternative and complementary medicines. 

There’s a long history to this, but you don’t need me to talk about that history, you all 
know that yourselves. 

But secondly, the rise of what has been termed the ‘Asian Century’ is upon us. 

Six hundred years ago, the largest and richest economies in the world were China 
and India. 

While Europeans were just emerging from the Middle Ages, China was sending its 
vast trading fleets to far flung corners of the globe and India was a major trading 
nation. 

It’ll be interesting to see what Ken Henry’s review of Australia and the Asian Century 
report says when it is released later this year, but I reckon one theme it will talk 
about is the re-weighting of global economic activity away from what we’ve 
traditionally called ‘developed’ economies and towards ‘developing’ economies. 

Most particularly, Asian economies. 

According to bodies like the International Monetary Fund and the World Bank, China 
is now the second largest economy in the world by GDP after the United States. 

A few years ago China overtook Japan to take second place. 

There’s been a long term trend in the last few decades of countries like China, India 
and Brazil slowly climbing up the international rankings of economic power in the 
world. 

This is obviously having major implications for many industries, including the 
medicines industry: prescription and complementary. 

I haven’t seen the data for the complementary medicines industry, but certainly for 
the global prescription medicines industry countries like China, Brazil, India, Korea 
and Thailand are leaping up the rankings tables in terms of their market size, 
displacing countries like Australia in terms of global importance. 

These countries are becoming wealthier, attracting greater economic activity and 
developing growing middle classes. 

Middle classes that want the sorts of things that middle classes in the West have 
been demanding for decades: cars, household appliances, technological gadgets, 
holidays, financial services and entertainment. 
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And we know from more than half a century of experience watching the ‘developed’ 
Western countries that one of the first things people want to spend money on as they 
get wealthier is their own health – whether that is done as consumers out of their 
own pocket, through premiums as holders of private health insurance policies, or as 
taxpayers through government subsidy schemes. 

OECD figures show a 50 year trend that as economies get wealthier, they spend an 
increasing share of their income on health. 

Societies choose to spend more of their increasing wealth on their own health and 
wellbeing. 

Now, government finance ministers and bodies like the International Monetary Fund 
have lamented this trend. 

Many a government finance minister around the world has choked on their morning 
breakfast while reading the latest health spending statistic and wondered when is it 
going to end? 

They’ve seen this trend in their own country and wondered how to stop it, seeing it 
as a disaster waiting to happen. 

While I’ve met some very nice finance ministers in my time, they can be a bit of a 
depressing lot when it comes to health spending. 

This is because it’s their job to worry about the cost of things, rather than benefits 
like people living longer and being healthier, happier and more productive while their 
alive! 

Anyway, the point is that economies like China are growing rapidly, their middle 
classes are growing rapidly, and those middle classes will be demanding health care 
products and services like medicines to keep them healthy. 

In the Australian prescription medicines industry we’ve seen the knock on effect of 
these changes already, such as AstraZeneca’s decision to keep its Sydney 
manufacturing plant open, and actually expand it, to meet the rising demand for 
asthma and COPD medicines in China. 

And we’ve seen GSK choose to expand its Melbourne plant, in part, to respond to 
growing production opportunities in Asia. 

The other reason I have a picture of Shanghai up on the screen is to demonstrate 
how globalised and linked together the economies of the world are. 

You’ve heard of the ‘butterfly effect’, the concept where if a butterfly flaps its wings in 
one part of the world it will have repercussions in other parts of the world. 

Well, we’re seeing a bit of that at the moment. 
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Who would have thought the Shanghai property market would have a direct 
influence on Australian pensioners’ access to medicines? 

But it actually is. 

(SLIDE 2) 

We know this because – are you ready for this? – the downturn in the property 
market in China, in places like Shanghai, is leading to falling steel production in 
China. 

This in turn is driving down commodity prices for things like iron ore and coal, 
Australia’s two chief exports, which in turn is threatening the revenues of Australian 
mining companies. 

That, in turn, is threatening both the domestic Australian economy and the tax 
receipts of the Australian Government, leading to projections of a downturn in 
Australian government revenue, leading to a greater likelihood of a government 
budget deficit. 

This, in turn, has led to the Australian Government repeatedly saying it will have to 
cut back expenditure further to ensure a budget surplus, which in turn is increasing 
concern about all sorts of areas of Commonwealth expenditure, including health and 
the Pharmaceutical Benefits Scheme, which subsidises the prescription medicines 
that pensioners rely on. 

We’re also seeing predictions of lower economic growth this financial year coupled 
with falling consumer sentiment. 

That’s a pretty big butterfly! 

No doubt these effects could impact on the complementary medicines sector as well. 

I haven’t seen any figures, but I’m guessing a downturn in consumer confidence we 
are seeing at the moment could have an adverse impact on people’s willingness to 
purchase complementary medicines. 

So China and Asia are important. 

 

Retirees and the Facebook Generation 

(SLIDE 3) 

This next slide is of my mother. 

Okay, now you all probably really think I am out of my tree. 

But bear with me. 
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My mother is typical of the growing market for healthcare. 

She’s educated, a self-funded retiree and is part of the wealthiest generation in 
human history. 

She is taking control of her own health. She uses the internet and email and in the 
last few months has signed up to Facebook. 

She does her own research on health issues on the internet as well as talking 
regularly to her doctor. 

While she listens to her doctor, she is also informed, does her own research, and 
exercises more control over her health than probably any other previous generation. 

She takes the prescription medicines that she needs and also, to the amusement of 
her son who represents the prescription medicines industry, takes a number of 
complementary medicines. 

And there are more of her coming. 

Bernard Salt, the famous Australian demographer, has written extensively on what 
he calls the ‘Big Tilt’ that is now starting to happen as the Baby Boomer generation 
start retiring in droves. 

One of the consequences of this he has identified is that the Baby Boomers will be 
well educated, wealthy, informed, internet-savvy, demanding key services, and 
politically active. 

This is the generation that grew up burning their bras for women’s rights, inventing 
the concept of ‘free love’ and marching in the streets protesting against the Vietnam 
War. 

And they’re all now retiring, with money, knowledge, influence and votes, 
outnumbering all other generations, and they want to make sure they get access to 
all the medical and health treatments as they head into old age. 

Stand back, I say. 

(SLIDE 4) 

And Australian consumers already spend at least as much, if not more, on 
complementary medicines than they do on prescription medicines. 

This generation is going to want access to all the latest treatments, but also be more 
discerning, more demanding of influence and information, and demanding more 
scrutiny in the future. 
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Like the growth of Asian markets, that’s going to present opportunities and 
challenges for medicines companies, whether you’re a prescription medicines 
company or a complementary medicines company. 

 

(SLIDE 5) 

Industry issues and challenges 

There are a whole range of challenges confronting companies that operate in the 
broad medicines sector. 

You’ve got science discovering new therapies and treatments. 

Certainly in the prescription medicines industry one of the challenges companies are 
facing is grappling with turning the developing science platforms into commercially 
viable business models that will ultimately deliver new treatments to consumers. 

Another big issue is the increasing scrutiny of what the sector does, and this is 
happening regardless of whether you’re in the prescription or complementary 
medicines business. 

Government regulators are demanding more evidence to prove your medicines 
make a difference before the medicines get on the market. 

And they are demanding more evidence, monitoring and risk management plans for 
medicines after they get on the market. 

Consumers want to become more aware and informed – including those empowered 
Baby Boomers. 

They are demanding more information and more transparency. 

There are consumers who are looking at their budgets wanting their best from their 
money and also doing more of their own research.  

This is partly driven by motivated, informed retirees empowered by the internet using 
their spare time to do more research on their own health and how to manage it. 

There’s also a worldwide shift towards greater transparency in corporate behaviour 
and a desire to get greater ethical behaviour in businesses. 

This has been driven by things like the internet, globalisation, a variety of news and 
information services and, arguably, the loss of faith in the corporate business model 
that has come with environmental degradation and the Global Financial Crisis. 

Globally, we’ve seen a loss of faith in institutions like governments, churches and 
corporations and medicines companies have been affected by this. 
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My hit prediction is that the companies and industries that can get ahead of the curve 
on this and respond to this change proactively are the ones that are going to 
succeed. 

And we know from experience that this doesn’t just have implications for companies 
but for governments as well. 

(SLIDE 6) 

We saw in 2011 what happens when those pesky finance ministers stand in the way 
of the community getting access to medicines when the Australian Government tried 
to block the listing of new medicines on the Pharmaceutical Benefits Scheme. 

The community was livid. 

That informed, politically active, community realised that they were being denied 
access to healthcare. 

(SLIDE 7) 

Another example where these trends are playing out in the prescription medicines 
space is in Medicines Australia’s Code of Conduct. 

We are currently updating our Code which contains a range of new measures to 
increase the transparency to the community on how the industry interacts with 
doctors. 

It’s a critical relationship for the industry and, ultimately, for patient safety and 
welfare. 

That interaction is key to the safety of patients and the development of new 
medicines as the discussion and dialogue informs company development of new 
technologies. 

But the community is demanding more transparency in that relationship and wants 
assurances that it is being done ethically. 

Now, as an industry, we have no doubt that it is being done ethically. 

The prescription medicines industry has done a lot over the last decade or so to 
improve its standards. 

But there’s a debate underway at the moment about what is the best way to get even 
more transparency for the community about this interaction. 

How can it be done in a way that is effective, efficient and meaningful for the 
consumers of medicines? 
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How can we meet the needs of those increasingly savvy, informed, educated 
consumers who are increasingly taking control of their own destiny in terms of their 
health? 

In responding to this, Medicines Australia has established a working group with 
prescribers, pharmacists and consumer groups to tease out these issues. 

We’ve been proactive in wanting to have this dialogue to find the best way to get 
greater transparency in the interaction between companies and doctors. 

It’s not going to be an easy dialogue, at least in part because some people have 
differing views about what needs to be done, but it’s a dialogue that needs to 
happen. 

 

Conclusion 

(SLIDE 8) 

So, in terms of our future in the prescription medicines industry and Medicines 
Australia’s stewardship of that, there are a range of issues that are influencing our 
planning. 

Whether it’s budgetary pressures, a changing political environment, increasing 
community scrutiny of what we do as an industry, a lack of awareness of the industry 
by decision makers and the general public, or structural changes going on in the 
industry itself, the challenges for us are to be able to manage and respond to these 
in a way that meets the needs of the community whilst ensuring the industry can 
prosper and develop in the future. 

We certainly don’t have all the answers, but we are endeavouring to respond to 
these in a positive way so the industry can meet the future needs of the community 
successfully. 

And my guess is we’re all trying to do that irrespective of whether you work in the 
prescription or complementary medicines industry. 

Thanks very much. 

 


