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MARK MASTERSON NATIONAL PRESS CLUB ADDRESS: WED 5 DEC 2012 

A vision for the Australian medicines industry in the Asian Century 

 

Members of the National Press Club, distinguished guests: thank you for 

the opportunity to address you today on behalf of Australia’s medicines 

industry. 

I want to start with an anecdote if I may.  

Some years ago I was Area Vice-President for Abbott Pharmaceuticals 

with responsibility for the Asia Pacific.  

I spent far more of that time than I care to remember flying from one 

country to another negotiating deals and making investment decisions to 

leverage the expanding Asian market around us.  

From Shanghai to Singapore, Mumbai to Manila and many other Asian 

capitals, I remember very clearly the many decisions we made to set up 

new manufacturing or R&D facilities and the ongoing discussions with 

Chicago-based headquarters about how best to allocate resources and 

capital to the growing Asian market.    

Not once in any of those meetings, or at least very rarely, was Australia 

mentioned. 



2 
 

I tell this story simply to make the point that for all the talk of Australia’s 

place in the Asian Century, we’re not yet on their radar.  

We’re not part of the conversation there.  

So the opportunity won't just come to us. We can't just sit and wait for it 

to happen. We have to go and get it. And we will have to work hard to 

capitalise on the rise of Asia if we are to seize the opportunity. 

It’s in that context this afternoon that I will announce the Australian 

medicines industry’s vision for a new economy and how it can drive 

sustainable economic growth in this country. 

A vision for the Australian medicines industry in the Asian Century. 

I will share with you an insight into the industry’s current economic 

contribution. And I will present the 10-year vision for the medicines 

industry’s role in a new economy. 

An economy driven not only by the resources boom, but by high-tech, 

high-value manufacturing and innovation.  

And I will outline the four key areas on which we as a nation need to 

focus if we are to capitalise on a precious opportunity for future 

prosperity. 

So, where the medicines industry is positioned right now, where we 

need to get to and how we get there. 
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2012 may well go down as the year Australia got serious about securing 

its future prosperity and fulfilling its immeasurable potential as a major 

economy. Because we’ve started having, in earnest, the conversations 

about how we can grow from a resource-reliant economy, into an 

industrial powerhouse built on a foundation of high-tech, high-value 

manufacturing and innovation.  

The debate has been raging. And Medicines Australia has been a keen 

participant in that debate. Over the past 12 months we have contributed 

to the Prime Minister’s Manufacturing Taskforce, the Prime Minister’s 

Economic Forum, the Federal Opposition’s Industries for Australia’s 

Future Review, the Australia in the Asian Century Review, and the 

McKeon Strategic Review of Health and Medical Research. 

Our industry has been engaged in these debates because we already 

make a substantial contribution to the health and wealth of the nation.  

And we recognise the unique opportunity – perhaps a once-in-a-

generation opportunity – for the medicines industry to dramatically 

expand that contribution. 
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Here’s the plan to ensure we take that opportunity and capture the 

benefits available for industry, for the nation’s economy and ultimately 

for the Australians whose lives are made better by innovative medicines 

and vaccines. 

Importantly, the Australian medicines industry already has a robust 

foundation on which to build a strong future. We are an industry that 

today makes an extraordinary contribution to the health and wealth of 

the nation on many levels. 

First and foremost, by making the medicines and vaccines that save 

lives, reduce pain and prevent disease: the medicines that fill 271 million 

prescriptions a year. How do you measure the value of that?  

You measure it by the fact that the overall death rate for cancer in 

Australia fell by 23 per cent for males and 17 per cent for females in the 

10 years to 2009.  

And that in the last decade or so, mortality due to asthma and 

meningococcal has almost halved.  
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Second, industry’s investment of a billion dollars a year to drive the 

research and development undertaken in Australian companies, 

university laboratories, hospitals and other research facilities across the 

country. And as part of this investment the Australian medicines industry 

spends $650 million a year on clinical trials. How do you measure the 

value of that?  

You measure it by the 700 new clinical trials that are started in Australia 

every year. You measure it by the 18,000 Australians who take part in 

clinical trials and have early and free access to medicines that aren’t yet 

available on the open market. You measure it by the $100 million a year 

these clinical trials save the taxpayer, through hospital costs and savings 

to the Pharmaceutical Benefits Scheme because those costs are 

covered by companies running the trials.  

And ultimately, you measure it by looking at the monumental impact on 

human health that medicines developed in Australia are having on 

humankind, like the CSL vaccine for human papillomavirus developed by 

Ian Frazer. Or the antiviral developed in Australia by GlaxoSmithKline in 

partnership with Biota, that is now a weapon in the World Health 

Organisation’s arsenal to combat pandemic influenza.  
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And a new cystic fibrosis treatment discovered and developed in 

Australia by Pharmaxis. In fact, that company recently completed a 

multi-million dollar, state-of-the-art manufacturing plant in Sydney to 

supply it to the world.  

Third, by contributing to Australia’s balance of trade though our exports. 

So I ask you, again, how do you measure the value of that?  

You measure it by the $4 billion worth of medicines that Australia 

exports each year.  

That’s more than the car industry; more than the wine industry; in fact 

more than any other high-tech manufacturing exporter. 

 And exports of medicines are currently growing at 7% year-on-year. 

Fourth, by directly employing more than 13,000 Australians. How do you 

measure the value of that?  

These are high-skill, high-wage jobs that contribute to productivity, 

generate substantial economic activity and bolster the Government’s tax 

take. 
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Fifth, we are a low-carbon industry. In fact according to the 

Government’s CPRS Green Paper, the pharmaceutical industry 

accounts for just 0.1 per cent of Australia’s total emissions. That makes 

us a lower emitter than the education industry, fruit and vegetable 

products and government administration.  

Sixth, we have a strong record of industrial relations and constructive 

relationships with our unions. 

And seventh, we should never underestimate the value of our Australian 

identity. The “kangaroo” is highly trusted overseas and in Asian markets. 

Australian science is well regarded and our production output is trusted. 

Our medicines are viewed overseas as reliable and high-quality. So 

Brand Australia is a valuable asset and we are able to leverage that trust 

as we grow our export base. 

That in a nutshell is a snapshot of the contribution the Australian 

medicines industry makes to the heath and wealth of the nation.  

And it propels our vision for the future. 

So where we want to get to? 
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This vision is about sustainable growth, and creating an environment 

that can attract investment; that can establish Australia as a world-class 

centre for medical research and drive collaboration between industry 

and the broader research community. 

The vision for the Australian medicines industry I present to you is to 

double in size over the next 10 years.  

To double our manufacturing output from $7 billion in 2012 to $14 billion 

in 2022 and establish a number of highly specialised biomanufacturing 

plants.  

To double our exports from $4 billion to $8 billion.  

Double our R&D investment from $1 billion to two billion.  

Creating many more high-skilled jobs and increasing the number of 

Australians accessing clinical trials to 30,000.  

That is an ambitious vision. But it’s an achievable and realistic one. 

Because here we have two key opportunities going for us: the once-in-a-

generation opportunity to capitalise on the rise of Asia; and our capacity 

to position ourselves as a high-end, highly specialised biomanufacturing 

hub.  
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We can start to quantify this opportunity by considering the magnitude 

and the projected growth of the global industry. The global 

pharmaceuticals market, currently worth $950 billion, is estimated to 

break through the $1.6 trillion mark by 2020. Australia is ideally placed to 

capture a much bigger share of that growing market. 

On our doorstep today we have an Asian market of 4 billion people – 

200 times the size of Australia. This market offers exciting and 

unprecedented opportunities for many industries in Australia, including 

the medicines industry.  

While some manufacturing plants in Australia have closed over the past 

decade or relocated production to countries such as China, Indonesia or 

Singapore, other plants in Australia have been able to capitalise on 

these opportunities.  

Earlier this year, GlaxoSmithKline announced a $60 million investment in 

its Victorian manufacturing plant to supply markets in Asia. 

CSL are undertaking a $300 million expansion of their Broadmeadows 

site in Melbourne, and have finished construction of a large biotech 

facility for the late-stage development of new life-saving therapies for 

cancer, bleeding disorders and infection. 
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And AstraZeneca have made a $60 million investment in their 

manufacturing plant in Sydney to supply the entire Chinese market with 

the company’s asthma treatment.  

To give you a sense of the size of this market, consider the population of 

China is 1.3 billion people. And consider the Chinese Government is 

reckoned to have spent something in the region of $124 billion in 

healthcare over the last two years, with 1500 new dedicated 

respiratory treatment centres scheduled for construction.  

Demand for asthma treatments in China is expected to grow by  500 per 

cent in a decade and by 2015, AstraZeneca’s site will be producing 

360  million units a year for the Chinese market alone. 

What an opportunity this represents. 

With the right policies and investment incentives our exports could 

double over the next decade, especially if Australia succeeds in securing 

major investment in the new field of biomanufacturing over the next 

three to five years.  

Biological medicines are the cutting edge of modern medicine. They 

have already revolutionised the field and in the medium-term are likely to 

deliver the most effective means of treating a variety of illnesses and 

diseases such as cancer, arthritis, diabetes and Alzheimer’s. 
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Biologics are different from most of today’s medicines. They are 

developed using biological processes, with living cells and organisms, 

and involve a highly sophisticated and costly process to manufacture in 

commercial quantities. 

Here is a real opportunity for Australia, with its highly skilled labor force, 

tightly regulated system and mature distribution infrastructure, to attract 

major investment in biomanufacturing in the next five years. 

In fact, the Government’s own Pharmaceutical Industry Strategy Group 

has already identified Australia’s potential to build on its competitive 

advantages in highly specialised areas of manufacturing and research 

such as these. 

The convergence of these two elements – the burgeoning Asian market 

and the emergence of biomanufacturing – presents the Australian 

medicines industry with a valuable, unprecedented opportunity for 

growth. 

How do we get there?  

Well, there are four key areas that we need to focus on and in which we 

need to get central policy settings absolutely right if we are to capitalise 

on these opportunities. 
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First, establishing a significant, industry-neutral, Government-led 

strategic co-investment fund. 

Second, ensuring Australian R&D becomes much more globally 

competitive. 

Third, ensuring Australia’s taxation regime is more globally competitive. 

And fourth, securing a stable, predictable business and policy 

environment in Australia. 

Let me take each of these in order. 

A strategic Government co-investment fund is critical if we are serious 

about growing our innovative manufacturing sector. This should be a 

consolidated, industry neutral fund to which companies from different 

sectors would have access on a competitive basis. And I‘ll explain why. 

In November 2008 the Government announced a $5.4 billion fund to 

assist the car industry. According to The Australian Financial Review, 

the car industry’s production in 2011 was close to its lowest since 1957 

and barely half of its 2004 peak. Indeed, exports of Australian-made vehicles 

fell 42 per cent between 2008 and 2010. 
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Compare that with the Government’s investment in the Australian 

medicines industry in the 10 years to 1998 through the Factor F 

program. The program’s one billion dollar investment led to the creation 

of more than 1000 new jobs.  

It achieved a cumulative increase of $4 billion in production value-add 

and over $600 million in additional R&D expenditure. Since 1990, 

pharmaceutical exports have increased by more than 800 per cent, and 

in 2012 topped $4 billion, almost twice those of the car industry. 

If not for the Factor F investment, CSL arguably would not exist. Today 

it’s a $23 billion business. 

My point is not to denigrate Australia’s car industry. It’s an important 

industry with a long and proud history that still makes a key contribution 

to the local manufacturing sector. 

The point is that the Government needs to stop trying to pick winners.  

Instead, it must broaden its outlook and establish an industry-neutral 

strategic co-investment fund that is distributed on merit to the most 

deserving projects, so the winners would pick themselves. 
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Under such a scheme the Government would fund 20% of the cost of a 

new manufacturing or R&D project judged by an independent panel, or 

by Innovation Australia with Treasury input, to provide significant and 

substantial benefit to the nation. 

Companies like Baxter, Pfizer, MSD, AstraZeneca and CSL would 

compete with innovators in other sectors: General Electric, Lockheed 

Martin and Google – and Holden and Ford. An independent agency 

would be charged with assessing competing claims and making strategic 

co-investment decisions based on the relative merits of those claims and 

the likely return on investment. 

This would be a much better use of taxpayer dollars because it would 

direct investment not to one industry over another, but to those projects 

that were most likely to deliver a return to the nation through jobs, 

innovation and output.  

Particularly in the current challenging economic environment where 

public funds are scarce, making sound, strategic, long-term targeted 

investment decisions on the basis of a robust business case and the 

promise of a strong return is a far more compelling approach than 

throwing taxpayer dollars into a particular industry basket and hoping it’s 

the right one. 
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There are already examples of government doing this in an ad-hoc 

fashion. Projects undertaken by CSL and GlaxoSmithKline have been 

part-funded by strategic Government co-investment and are either 

already delivering healthy returns or are promising growth in the future. 

But we need a planned, sustained, strategic program driven by an 

overarching vision for Australian industry. 

The second key focus area is R&D.  

This is the bread and butter of the medicines industry. It is what we do 

for a living.  

It is what sustains our companies and it is where Australia has a great 

opportunity for growth. 

Medical research is part of this country’s DNA, from Howard Florey’s 

development of penicillin in the 1940s to Ian Frazer and the cervical 

cancer vaccine which has become available in the last five years. 

Since 2004 the Australian medicines industry has invested more than 

$6 billion in R&D, including over 5000 clinical trials in more than 

30 therapeutic areas such as cardiovascular disease, oncology, diabetes 

and mental health. Australia has a reputation as a global centre for R&D 

excellence, boasting some of the best medical research scientists and 

research infrastructure in the world. 
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But that reputation is under challenge. The world is changing and 

Australia is losing out on R&D investment to developing economies in 

Asia and South America.  

An international report published earlier this year showed that out of 174 

pharmaceutical company R&D centres worldwide, Australia has only 

two.  

Moreover, between 2007 and 2010 the number of new clinical trials 

started in Australia fell by 34 per cent. 

This last point bears repeating: the number of new clinical trials started 

in Australia has fallen by 34 per cent. 

We must take urgent action not only to arrest this decline but to 

capitalize on our strategic advantages and reassert ourselves a major 

contributor to the global technology development supply chain of 

industry. 

The draft recommendations of the McKeon Review of Health and 

Medical Research, released in October, clearly recognise the 

importance of clinical research both as generator of economic benefit, 

but more importantly as a generator of health benefits for Australian 

patients. 
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Investing three per cent of the Federal health budget on medical 

research will certainly help grow our national research base. But we 

need more than investment.  We need to make a policy commitment to 

embed a culture of research and innovation in the health system.  

This is critical because as long as research remains an optional activity it 

will always be cast as the poor cousin, the first to be forgotten when 

times are tough and dollars are tight. It needs to be part of core 

business. 

Additionally, if Australia is to be globally competitive as a destination for 

R&D investment, Federal and State Governments must implement 

urgently the recommendations of an earlier review undertaken by the 

Government’s Clinical Trials Action Group, which reported in June 2010.  

In particular, we must harmonise the complex and cumbersome 

regulatory review processes for multi-centre clinical trials.  

We need a coordinated national patient referral network to facilitate 

recruitment of patients into clinical trials. And we need to ensure that 

systems of electronic medical records in public hospitals are compatible 

with industry requirements. 
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In the two and a half years since the Clinical Trials Action Group 

reported to Government, nine of its 11 recommendations have not yet 

been implemented.  

It is no quicker to start a clinical trial than it was two and a half years 

ago.  

It is no cheaper to start a clinical trial than it was two and a half years 

ago.  

It is no easier to recruit patients for a clinical trial than it was two and a 

half years ago.  

And every month, patients are missing out on early access to new 

medicines and Australia is losing investment.  

There are human reasons why this is important as well as economic 

ones. Medical research is not some nebulous, esoteric pursuit that goes 

on in a lab. It has an immeasurable humanitarian dividend.  

Imagine for a moment that you are so debilitated by disease, you can’t 

even perform everyday tasks like turning a key, or writing a shopping list. 

Your condition continues to worsen and existing medication has limited 

effect.  
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Some years ago, I had the pleasure of speaking to a number of 

rheumatoid arthritis patients who were part of a clinical trial being run by 

Abbott Pharmaceuticals. What struck me most was the lengths to which 

these people would go to find some relief from the burden of their 

disease.  

One lady in particular, Judy, had three small children to care for. Judy 

was unable to work as her condition deteriorated and eventually found it 

impossible to perform these daily tasks. She found herself becoming 

increasingly desperate for a cure and was prepared to try any new 

medication that might relieve her symptoms. 

She signed up for the clinical trial and started a process that was to 

completely change her life.  

It may seem like a simple thing to you and me but I’ll never forget her 

saying that the thing that brought her most joy was the task of being able 

to cut fruit for her children.  

Early access to disease-changing medication not only changed Judy’s 

life, it allowed a family to feel normal again. 

So we need these reforms NOW.  

Not in 12 or 18 months.  
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Patients who take part in clinical trials do not have the luxury of time. 

And frankly, nor does Australia if it wants to protect its reputation of R&D 

excellence from the threat of global competition. 

The third key focus area is accelerating the debate about Australia’s 

corporate tax arrangements and bringing greater courage and vision to 

that debate. We need to rethink our tax treatment of Australian 

companies and bring it into line with that of our international competitors. 

The circular discussion we’re currently locked into about whether the 

corporate tax rate should be 28 or 29 per cent is frankly pointless when 

many of our competitors including Canada, Denmark and Switzerland 

set corporate tax in the vicinity of 25 per cent. 

The world’s largest generic medicines manufacturer Teva is 

headquartered in Israel where the tax rate is 25 per cent. 

In markets like Singapore where the tax rate is 17 per cent, the 

pharmaceutical industry has made massive investments because capital 

is mobile and will always go to where companies can get the best return 

on their investment. 

It may be fanciful to suggest that Australia cuts its tax rate to those 

levels and I’m not going to do that.  
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But if the United Kingdom can set a corporate tax rate of 24 per cent, 

there is no reason why Australia should not set ours at 25. 

This is not my recommendation.  

It’s the recommendation of the former Treasury Secretary Ken Henry, 

who I’m led to believe knows a thing or two about tax policy. 

The second point to make on taxation is the importance of the R&D tax 

credit that was introduced by the current Government last year.  

This incentive effectively reduces the cost of eligible R&D by up to 10 

per cent and will help make Australia a more internationally competitive 

destination for medical research investment. 

Any winding back of this program, as was rumoured recently, would 

discourage investment in Australia and cost high-value research jobs. It 

would be extremely damaging to R&D investment in Australia and to our 

reputation as a predictable investment environment. 

Australia currently attracts more than $1 billion a year in pharmaceutical 

R&D investment. That investment would diminish if there were any 

winding back of the tax credit. And some companies would simply stop 

bringing R&D investment dollars to Australia. 
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This is precisely the kind of incentive that Australian innovators need if 

we are to remain competitive on the global stage.  

The fourth key focus area is securing a stable, predictable business and 

policy environment in Australia. 

The medicines industry hates policy surprises.  

In particular, unilateral Government intervention in the way the 

Pharmaceutical Benefits Scheme is managed undermines confidence in 

the business environment and places ongoing investment at risk. 

That is why Medicines Australia agreed with the Commonwealth in 2010 

a Memorandum of Understanding. Through this MoU the industry 

agreed to price cuts for PBS medicines worth $1.9 billion. And the 

Commonwealth committed to a five-year period of no further price-

related savings measures, providing the industry with a relatively 

predictable business environment. 

Such stability is essential for ensuring ongoing industry investment in 

Australia, because company decisions about bringing new medicines to 

Australia, and investing in clinical research and manufacturing, are 

directly affected by business confidence in the regulatory and pricing 

environment. 
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So we need a strong, stable and predictable medicines policy framework 

such as that provided by the current MoU. 

And we need a strong, stable and predictable intellectual property 

framework in Australia, because without intellectual property we wouldn’t 

have a medicines industry.  

But there is increasing concern among the industry and research 

community that the government is focussing on the wrong end of the 

stick when it comes to patents. In the past three months the Government 

has announced THREE new reviews or pieces of legislation designed to 

reduce intellectual property rights.  

This approach does little to inspire confidence globally. It is being 

interpreted overseas as a troubling agenda. And these concerns are 

being raised with me by executives in global companies who are 

questioning the stability of Australia’s intellectual property framework 

from an investment standpoint.  

Let’s be absolutely clear about this. Intellectual property is the lifeblood 

of innovation.  

Developing new medicines just won’t happen in Australia if companies 

cannot be confident of securing sufficient commercial return on their 

investment. 
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And regulators who undermine intellectual property for short-term gain 

do so with flagrant disregard for the certain long-term impact of that 

action. 

We are a smart, clever, innovative country and we need a strong and 

stable IP system so that we can invest with confidence in high value-add 

both in research and manufacturing. 

So to conclude, we have a genuine, once-in-a-generation opportunity to 

grow the medicines industry into one of the key Australian high-tech 

industries that can lay the foundation for a new economy. An economy 

driven by innovation, ideas and high-technology that isn’t over-reliant on 

mining and resources. 

The two drivers of that opportunity are: first, the emergence of biologic 

medicines and the growth of high-value, high-tech biomanufacturing; 

and second, the rise of Asia on our doorstep and the dramatic escalation 

of demand for healthcare. 

Whether or not Australia can capitalise on this opportunity depends on 

whether we can quickly deliver the right policy settings in these four key 

focus areas. 
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First, an industry neutral strategic co-investment fund to provide 

investment in new manufacturing and R&D projects that benefit the 

nation. 

Second, the draft recommendations of the McKeon report and the 

Clinical Trials Action Group report must be embraced and implemented 

expeditiously to improve our global competitiveness as a destination for 

R&D investment.  

Third, a corporate tax setting that is better aligned with those of our 

competitors. Specifically, there is an urgent need to accept the advice of 

the Henry Review and reduce our corporate tax rate to 25%. 

And fourth, a stable, predictable business and policy environment. 

The Australian medicines industry is making a significant contribution to 

the health and wealth of the nation, but with right policy settings we can 

do much more – for patients certainly, but also for the national economy. 

And what I’ve presented to you today is the vision for the role of the 

Australian medicines industry in a new economy. 

An economy with a diversified industrial base that can sustain this 

country beyond the current mining boom. 

An economy that places a value on innovation. 
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An economy that nurtures high-end manufacturing. 

An economy that promotes Australia as a globally competitive market in 

which to do business. 

And an economy that can genuinely lay claim to being a smart economy. 

We have a once-in-a generation opportunity within our grasp.  

Let’s seize it. 

ENDS 

 

 


