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Thank you for the opportunity to address your annual conference today. 

I start by acknowledging the traditional owners of the land we are meeting on and 

pay respects to their culture, heritage and history. 

I acknowledge the Chair of Medicines New Zealand, the Hon Heather Roy, and the 

Chief Executive of Medicines New Zealand, Kevin Sheehy. 

It’s a real pleasure and honour to be here today to talk with our friends in Medicines 

New Zealand. 

Kevin and I often compare notes on how things are going on our respective sides of 

the Tasman. 

We’re running a competition at the moment to see who’s got the most depressing 

story! 

 

Australia v New Zealand 

There’s obviously a long history of interchange, exchange and rivalry between 

Australia and New Zealand over the years. 

While Australia is great for a lot of things, New Zealand has certainly done better at a 

range of things compared to Australia. 

Your All Blacks, for a start, are running rings around the Wallabies at the moment 

and there seem to be no end in sight to the regular thrashings we’re getting in the 

Bledisloe Cup at the moment. 
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When our two countries were racing against each other in the America’s Cup yacht 

races a few weeks ago, New Zealand took the more honourable approach. 

You New Zealanders competed openly as ‘Team New Zealand’, whereas we 

Australians had to sail incognito disguised as ‘Team America’. 

And, when it comes to producing blockbuster fantasy movies, frankly, New Zealand 

wins this hands down with the Lord of the Rings trilogy. 

The last fantasy movie filmed exclusively in Australia was called Ghost Rider. 

It was a flop, with one critic saying it was the ‘worst comic book movie of the 

decade’. 

But when it comes to health policy, and particularly medicines policy, there’s a bit of 

a rivalry going on in another sense, although as I’ll show I think there are some 

things in Australia that New Zealand could, and should, aspire to. 

 

Ageing population and health care 

In Australia we’re facing a debate about the funding of health care in the context of 

an ageing population and New Zealand is having a similar debate. 

While we’re doing trans-Tasman comparisons, I do note that according to the OECD 

Australians’ life expectancy is 82 years versus 81.2 years for New Zealanders’1. 

So, clearly, we’re better because we’re living longer. 

But on a serious note, on average, human beings are each living 30 years longer 

today than they were a little over 100 years ago.  

According to Statistics New Zealand, a boy in New Zealand in 1876 had a life 

expectancy of just over 50 years, while a girl born at the same time had a life 

expectancy of 54 years2. 

1 OECD 2013 ‘Total life expectancy at birth’, OECD Health Data 2013 – frequently requested data, June, 
http://www.oecd.org/els/health-systems/oecdhealthdata2013-frequentlyrequesteddata.htm (accessed 
28/8/2013). 

2 
 

                                                           

http://www.oecd.org/els/health-systems/oecdhealthdata2013-frequentlyrequesteddata.htm


Whereas today, a boy born in New Zealand can expect to live to just over 79 years, 

while a girl born today can expect to live to 83 years3. 

That’s about a 30 year improvement in life expectancy, and you can see the same 

trends in Australia over about the same period. 

And these trends of extending life expectancy can be seen in both developed and 

developing countries. 

It's a fact that this is due in part to innovation and technological development in 

healthcare, whether its vaccines that have eliminated infectious disease, 

cardiovascular medicines that have helped slash the death rate from heart disease, 

or cancer medicines that have helped improve cancer survival rates. 

The extension of human life expectancy over the last 100 years or so is one of 

humanity's greatest achievements and it is something we should celebrate. 

We take it for granted but, actually, I think it is one of our greatest achievements as a 

species. 

Having said that, in Australia we’ve lamented the fact that up until now Australian 

Governments have been focussed almost exclusively on the cost of an ageing 

population, and see health spending as a drain on resources, without actually 

debating whether, for example, such spending could be seen as a benefit. 

They’re almost disappointed people are living longer. 

We’ve had a series of reports in Australia over the years, called Intergenerational 

Reports, which when talking about the growth in the use of health care and 

medicines by an ageing population, have focussed almost exclusively on costs and 

not at all had a more balanced picture about what benefits that spending on 

medicines might provide to an ageing population. 

2 Statistics New Zealand, Cohort life tables, 
http://www.stats.govt.nz/browse_for_stats/health/life_expectancy/cohort-life-tables.aspx (accessed 
4/10/2013). 
3 Statistics New Zealand, New Zealand Period Life Tables: 2010-12, 
http://www.stats.govt.nz/browse_for_stats/health/life_expectancy/NZLifeTables_HOTP10-12.aspx (accessed 
4/10/2013). 
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The Australian industry has been saying for some time that we want to be at the 

table with government, not to talk about short term cost saving measures, but to 

work together on a strategy to manage how we fund the range of new therapies that 

our industry is developing. 

We think the industry in Australia has a good track record of working with 

governments on constructive solutions and we want to continue that dialogue with 

the new Abbott Government recently elected in Australia. 

And there are a number of issues the industry is dealing with in Australia that are 

certainly making life interesting and, in some of them at least, there’s a New Zealand 

connection. 

 

The Australian policy debate 

There’s been much debate about our Pharmaceutical Benefits Scheme in Australia 

and how it should be funded. 

And I have to say that much of the debate in Australia leading up to our national 

election earlier this year was ill-informed at best. 

For one thing, it became clear very early on that a number of the commentators 

criticising the current Australian system didn’t actually understand the policy changes 

that had been put in place over the last five to 10 years. 

For example, the system of price disclosure, whereby the Australian Government’s 

official reimbursement price for a medicine tracks the actual market price of the 

medicine. 

Price disclosure completely escaped their attention, as did the hundreds of 

medicines that had undergone 40, 50, 60, 70, 80 and even 90 per cent price 

reductions in recent years as a result of this policy. 

None of this was acknowledged. 
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Certainly, the industry knew it was going on, because companies have had to deal 

with falling revenue and job losses, but apparently this all escaped the attention of 

such commentators. 

And while there are many good exports coming out of New Zealand, unfortunately 

the debate about medicines funding in Australia is being coloured somewhat by the 

PHARMAC model just across the Tasman in New Zealand. 

We’ve seen several commentators in Australia this year regaling the media with wild 

stories about how New Zealand’s system of capped budgets and PHARMAC is 

something worth adopting in Australia. 

I think one of our great concerns in Australia is that this reverence by a handful of 

academics for the PHARMAC model has been entirely myopic, focussing only on 

cost and not on the full package of what the PHARMAC model brings. 

But, again, looking only at the costs without considering the whole system is poor 

policy development. 

For example, there’s no little or no mention in the Australian debate of the downsides 

of the New Zealand approach. 

For example, proponents of the PHARMAC model ignore the fact that New Zealand 

is consistently one of the worst performing countries in the OECD in international 

comparisons of access to new medicines. 

This means that New Zealand consumers don’t have access to the range of 

treatments Australians enjoy. 

The Wyatt group in Canada regularly compares the extent to which countries 

subsidise new medicines for their population and New Zealand typically comes out 

poorly4. Another study for the British Government confirmed that New Zealand tends 

to have the lowest level of access to medicines in industrialised countries5, while 

4 Rx&D. 2012. The Rx&D International Report on Access to Medicines, Report for Rx&D by Wyatt Healthcare, 
http://www.wyatthealth.com/wp-content/uploads/IRAM/iram-2011-2012-English.pdf, (accessed 3/10/2013). 
5 Richards, M. 2010. Extent and causes of international variation in drug usage, Report for the Secretary of 
Health, United Kingdom, 
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another study showed New Zealand had the lowest reimbursement coverage for 

cancer therapies6. 

Such proponents also ignore recent studies that have shown the lack of choice and 

availability of new therapies for New Zealand patients and doctors, with around 77 

medicines subsidised in Australia that are not subisdised in New Zealand7. 

Or that it takes two years longer to get a medicine reimbursed in New Zealand than it 

does in Australia8 and for some medicines it can take many, many years. 

Or that, even with the delays in Australia, in New Zealand doctors themselves have 

at various times complained about the lack of treatment options available or 

complained that often their ability to treat their patients is compromised by 

government officials over-committed to cost-containment by renegotiating deals with 

preferred suppliers on the fly, as occurred with statins9. 

Or that the PHARMAC system is even less transparent than Australia, with New 

Zealand clinicians and patients regularly left in the dark about how, why and when a 

medicine may or may not be reimbursed by the government. 

In the 2010 Sage report to the New Zealand Government it was noted that New 

Zealand’s clinicians are pretty cynical about PHARMAC’s approach because it is too 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/216249/dh_117977.pdf 
(accessed 4/10/2013). 
6 Cheema, P. 2010 “International variability in the reimbursement of cancer drugs by publically funded drug 
programs”, Medical Oncology, v. 19, n. 3, http://www.current-
oncology.com/index.php/oncology/article/view/946/924 (accessed 4/10/2013). 
7 Wonder, M. & Milne, R. 2011. “Access to medicines in New Zealand compared to Australia”, The New 
Zealand Medical Journal, v. 124, n. 1346, http://journal.nzma.org.nz/journal/124-1346/4966/, accessed 
3/10/2013. 
8 Ibid. 
9 Begg, E. et al. 2003.  “The sorry saga of the statins in New Zealand – PHARMACopolitics versus patient care”, 
The New Zealand Medical Journal, v. 116, n. 1170, http://journal.nzma.org.nz/journal/116-1170/360/, 
accessed 3/10/2013; Stewart, R. et al. 2008 “Differences in cardiovascular mortality between Australia and 
New Zealand according to socioeconomic status: findings from the Long-Term Intervention with Pravastatin in 
Ischaemic Disease (LIPID) Study”, The New Zealand Medical Journal, v. 121, n. 1269, 
http://journal.nzma.org.nz/journal/121-1269/2931/ (accessed 3/10/2013). 
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focussed on cost-containment, too slow in reimbursing medicines and not 

transparent in how its decisions were arrived at10. 

Not to mention that many companies withdrew their operations, research and 

investment in New Zealand as  result of the environment here. 

None of these issues with the New Zealand system are even acknowledged by those 

in Australia who advocate for a New Zealand-style system in Australia. 

Now, my purpose in all of this is actually not to criticise the New Zealand system, but 

to point out that in the Australian environment there are those who focus on the cost 

outcome but not the health outcomes of the New Zealand model. 

While New Zealand has exported many good things to Australia, its system of 

funding medicines should not be one of them. 

At a time when we are dealing with an ageing population, Australia needs a system 

that provides consumers and doctors with more choice, more treatment options and 

more new medicines, not less. 

 

Impact of the Australia-US Free Trade Agreement 

The Australian system has its own problems, not least of which right now is that the 

prices for medicines are falling so fast the Government can’t keep up with how many 

billions of dollars it’s saving. 

And there is widespread concern in the Australian industry that while all these 

savings are being generated from price reductions, the savings are not being 

re-invested in new therapies, which was always the intention. 

However, there are some benefits of the Australian system compared with the New 

Zealand assessment system. 

10 Sage, D. 2010. Report on the consultation period for the proposal to expand the functions of PHARMAC, New 
Zealand Government, http://www.health.govt.nz/publication/report-consultation-period-proposal-expand-
functions-pharmac (accessed 4/10/2013). 
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There’s more opportunity for transparency, engagement and evidence available to 

companies applying to have their medicines reimbursed on the PBS. 

Some of these improvements came out of the Australia-US Free Trade Agreement 

that came into effect in 2005. 

I know the issue about the role of trade agreements in opening up the processes for 

evaluating medicines is quite topical in New Zealand right now. 

Back in 2004 in Australia some academics were proclaiming that the sky would fall 

on our heads if we opened up the evaluation process to scrutiny as a result of the 

AUSFTA. 

But the sky didn’t fall on our heads. 

If anything, the processes have improved as a result of the AUSFTA and institute 

some best practice approaches to the Pharmaceutical Benefits Advisory Committee. 

The AUSFTA confirmed characteristics of what already occurs at the PBAC, namely 

that decisions are made in specified timeframes, the procedural rules and guidelines 

on PBAC decision making are published, that companies are allowed to talk with 

officials on their submission and consult PBAC during consideration of submissions, 

and that companies are provided detailed explanations for decisions. 

The AUSFTA also introduced additional provisions that have improved the process. 

We now have public summary documents that allow people to see summaries of the 

decisions made by the PBAC. 

Companies now have the opportunity to present to the PBAC and engage with 

committee members in a hearing during a PBAC meeting. 

There’s also now an Independent Review process, whereby companies can go to a 

third party to have a PBAC decision reviewed if they want to, which then goes back 

to the PBAC, and a handful of companies have used that facility. 
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Intellectual property and patents 

We’ve also had an interesting debate in Australia over the last few years about 

patents for medicines and vaccines. 

The former Australian Government established – without any consultation, mind you 

– a Pharmaceutical Patents Review with terms of reference to review the operation 

of pharmaceutical patents in Australia. 

This Review had recommendations in its draft report that potentially would have 

significantly wound back the integrity of patents in Australia. 

The Review actually damaged Australia’s reputation internationally as a high-

income, innovative economy because of some of the proposals being canvassed. 

I had various senior international people in the industry asking if Australia knew what 

it was doing and did Australia really understand how innovation worked. 

We have also periodically had the issue of patenting of human genes raised and 

whether there needs to be special legislation to prevent this occurring. 

Our view is that there doesn’t need to be special preventions, given the existing 

laws, and that there are risks of unintended consequences in trying to introduce such 

prohibitions. 

Invariably, proposals to ban the patenting of human genes appear unnecessary 

given Australian law and risk undermining the development of new medicines and 

vaccines in the future. 

Typically, these sorts of proposals come from people who either don’t fully 

understand the system of patents and how they work, or people who are coming at it 

more from an ideological perspective rather than actually trying to address a 

problem. 

In all of these cases, we’ve worked quite assiduously to demonstrate why the 

proposals are wrong, why they wouldn’t work or the adverse consequences they’ll 

have. 
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Having said that, there are other initiatives to reform the patents system that the 

Australian industry has supported, such as legislation to make the process for 

awarding patents more stringent, removing copyright protection for consumer 

medicines pamphlets, and supporting legislation to implement the WTO TRIPs 

provisions around compulsory licensing. 

In all of these latter cases, the government took the time to consult with industry and 

develop proposals that would achieve the intended policy objective. 

 

Conclusion 

So, in conclusion, obviously the industry in Australia is undergoing some substantial 

changes and facing a number of challenges and the same can be said in New 

Zealand. 

Whether it’s your review of PHARMAC and how that’s going to work in the future, or 

developing the New Zealand industry and clinical trials, or patent term extensions, or 

ANZTPA and how that plays out, there’s clearly a lot of issues that are influencing 

the operating environment for the industry in New Zealand. 

One of the strengths of our relationship between Australia and New Zealand has 

been the ability to exchange ideas and work collaboratively on a range of issues. 

And certainly in the future the industry in Australia will continue to work with the 

industry in New Zealand to ensure that patients on both sides of the Tasman enjoy 

timely access to innovative new treatments in the future. 

Thank you. 
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