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Introduction 
 
Good morning 
 
I start by acknowledging the traditional owners of the land we are meeting on today, 
the Gadigal people of the Eora nation, and pay my respects to their elders past and 
present. 
 
A supposed Chinese proverb – or is it a curse? – is to wish upon others that they 
may live in “interesting times”. 

1 
 



 
Well, when it comes to the future of the PBS, we are in the midst of very interesting 
times indeed. 
 
I congratulate the conference organisers – they could hardly have picked a more 
fraught moment in the existence of the PBS, since its establishment over 65 years 
ago. 
 
Last week the National Commission of Audit report into Government spending was 
released, with several of its recommendations going to measures related to the 
pharmaceutical industry. 
 
And next week, the Treasurer, Joe Hockey, releases the 2014 Federal Budget – 
which some are suggesting should contain significant PBS savings measures, 
guided in part by the Commission report. 
 
I don’t think it’s an over-exaggeration to state that the Commission’s 
recommendations, if accepted and implemented by the Government, would 
effectively end the PBS as we know it.  
 
I also don’t think it’s an exaggeration that patients are actually in danger if all the 
Commission of Audit’s recommendations around the PBS were implemented, but I’ll 
come back to this a little later. 
 
The recommendations would also choke access to the pipeline of innovative new 
life-saving and life-enhancing medicines that Australians rightfully expect to receive. 
 
And the Commission’s recommendations would almost certainly lead to the end of 
the Australian medicines industry, with flow-on the billions of dollars in exports it 
generates, and the thousands of highly-skilled jobs it creates.  
 
These three problems: 

• the danger to patients 
• denying Australians new medicines, and 
• finishing off the Australian medicines industry 

are all real risks from the Commission of Audit’s recommendations that I’ll address 
shortly. 
 
 
PBS is sustainable – but does anyone care? 
 
What makes this all the more incredible is that the PBS is perhaps the only major 
area of Health portfolio spending that simply does not pose a Budget risk.  

2 
 



 

 
 
It simply is not an issue. 
 
The PBS is absolutely proven to be on a sustainable fiscal path. 
 
Over the past seven years the industry has made the tough decisions needed, in 
collaboration with Government, to forgo profits from old medicines in favour of 
bringing new ones forward. 
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This has directly led to the PBS Budget plateauing, and last year actually dropping 
by 3.5%.  
 
We know it, the Government knows it, and even Treasury officials grudgingly admit 
it. 
 
So why, after 10 years of working collaboratively with governments to make the PBS 
sustainable – and the Government’s own data shows this has been wildly more 
successful than they could every have hoped – is the industry not getting the 
recognition it deserves? 
 
Why is that people are talking about cutting the PBS when it’s the only major area of 
health spending that is going backwards? 
 
The medicines industry has done its job. 
 
We heard the message of the Intergenerational Reports 10 years ago and worked 
with governments to get the PBS sustainable, starting with negotiating reforms with 
then Health Minister, Tony Abbott, in 2006. 
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We’ve already had our commission of audit process, it’s just that we had ours 10 
years ago, while other parts of health spending are only now just starting to get the 
scrutiny the PBS and the industry has endured for over a decade. 
 
Governments haven’t kept their part of the bargain and used the savings to fund new 
medicines. 
 
Rather cuts to the PBS have actually cross-subsidised rampant growth in other less 
efficient parts of the health system. 
 
At a time when hospital expenditure and MBS payments are experiencing up to 
double-digit annual growth, the PBS now constitutes a much smaller percentage of 
total health costs than it did in 2003-04 – it has fallen from over 21% of Federal 
health spending to 16% in 2012-13.  
 

 
 
Spending on the PBS as a proportion of GDP is also dropping, and is now below 
0.6% for the first time in a decade.  
 
Since 2010 PBS cost forecasting has been subject to repeated downward revisions, 
due to the greater-then-expected effect of price disclosure reforms. This process has 
already provided a forecast $20 billion in savings through to 2017.  
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Now, I can show you any number of additional charts using Government statistics 
proving – proving – to you that the PBS is sustainable. 
 
I can bore you to tears by subjecting you to many, many powerpoint slides showing 
the PBS going backwards while other parts of the health system are growing 
strongly. 
 
And the Government’s supposed forecast of 7% PBS growth going forward is 
rubbish. 
 
No one believes it. It’s a furphy. 
 
Even people in Government don’t believe the Government’s forecast. 
 
All the industry forecasts of PBS sales I’ve seen show it falling by more than 2% this 
year. 
 
So the debate really should be over. 
 
The PBS is sustainable for the foreseeable future. 
 
End of story.  
 
Unfortunately this doesn’t mean we won’t face further spending cuts in the upcoming 
Budget! I’ll come back to this. 
 

6 
 



 
 
Access to medicines the real issue 
 
The point is that the real debate we should be having about the future of the PBS is 
about declining access to new medicines. 
 
We have seen a dramatic decline in the percentage of submissions getting positive 
recommendations for listing new medicines on the PBS in recent years combined 
with a sharp rise in conditional recommendations with pricing conditions that are 
simply unable to be met by companies.  
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The increasing difficulty companies are facing when bringing new medicines to 
market is dramatically demonstrated by the fall in PBAC recommendation rates over 
recent years. 
 
We’ve gone from 71% of recommendations being positive in 2010 dropping to only 
52% within two years. Rejections and deferrals both increased during that time. 
 
Initial evidence suggests that in 2013 “conditional recommendations” have 
increased, with the attached conditions – very often to do with prices – being so 
unreasonable as to be an effective rejection.  
 
What do these figures mean in the real world? 
 
They mean that, for example, the average time from TGA approval to final PBS 
listing for some forms of cancer medicines has increased from 15 months to 31 
months, over the past 10 years.   
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According to one recent industry survey, seventy-five per cent of pharmaceutical 
companies have medicines not listed on the PBS because of PBAC approval rates 
and price conditions.1  
 
All this means delays in listing new medicines, multiple resubmissions to the PBAC, 
more arguing, more stand-offs, more red tape, and more bureaucratic merry-go-
rounds. 
 
We’ve seen examples of this ultimately affecting Australian patients in recent times. 
 
Whether it’s medicines for hepatitis C, strokes, melanoma, cystic fibrosis, or 
Pompe’s Disease or atypical haemolytic uraemic syndrome (aHUS). we’ve seen 
examples where the PBS listing process has not been efficient, has not been 
effective, and has not been good for Australian patients. 
 
At the end of the day sick Australians and others managing their health have less 
access to new medicines. 
 
Make no mistake, this is already a problem Australia is facing now. 
 
I’ve also had a number of companies tell me that within their global companies 
Australia is losing its status as a desirable Tier 1 nation for launching new medicines. 
 
We’ve been a ‘Tier 1’ country for a number of years, meaning that Australia has, until 
now, been regarded by global companies as an important place to list new 
medicines early. 
 
But I’ve spoken with managing directors and international executives who are highly 
concerned about our status as a destination for, or source of new medicines. 
 
Australia is falling in company planning as a result of how difficult it is to get new 
medicines through the PBS process. 
 
We’re increasingly being pushed down the list in company planning to a tier 2 or 3 
country, perhaps behind Eastern Europe or South American countries. 
 
Companies are being forced to do this because Australia is falling in the international 
rankings in the global market and because the PBS process is just becoming 
untenable for an increasing number of companies to launch their new medicines 
here. 
 

1 Wonder Drug Consulting Pty Ltd, Michael Wonder, April 2014  “PBS Key Performance Indicators (2010 – 
2013)” 
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The real problem facing the PBS is that the billions of extra dollars in savings 
delivered by industry are just not being directed to fund innovative new medicines.  
 
Instead, the listing process is becoming more difficult and less transparent, while the 
business operating environment becomes less and less certain. 
 
This is bad news for Australians and we need to fix it. 
 
We need only look to the medicine delays and supply risks facing our New Zealand 
cousins to have a vision of our future within a generation. 
 
This is a very real future for the PBS – but one I believe the Australian community 
does not expect or deserve. 
 
So the news that the Health Minister, Peter Dutton, has re-invigorated the Access to 
Medicines Working Group is welcome and vital. 
 
I congratulate Minister Dutton on this initiative and we look forward to working with 
him to improve Australians access to new medicines in the future. 
 
It’s a chance to look at the issues in the PBS listing system and solve them before 
it’s too late. 
 
The PBS is financially sustainable. 
 
The issue now is to ensure the listing process is fit for the future. 
 
 
Commission of Audit report 
 
Which brings me to the report of the National Commission of Audit released last 
week. 
 
It’s no secret that many organisations across the health sector, including Medicines 
Australia, have criticised some or all of the recommendations in the report. 
 
Fundamentally, the Commission misunderstood how the PBS works, what has been 
achieved, and was oblivious to the implications of the recommendations it made. 
 
The stunning thing is that the Commission of Audit’s ill-informed recommendations 
come on the back of their own figures showing that the PBS is not projected to 
contribute much to spending growth in the 10 years out to 2023-24. 

They show a sustainable PBS. 
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I’ll say that again. 

The Commission of Audit’s own figures show the PBS is sustainable out to at least 
2023-24. 

Using the Commission of Audit’s own figures – these are not ours, but those from the 
Commission – the PBS to GDP ratio will be stable out to at least 2023-24. 

Hardly the picture of a program growing out of control. 

When it comes to what the Commission has said about the PBS, their projections 
are probably the most useful. 

The Commission of Audit’s recommendations on the PBS show, unfortunately, that it 
has not understood how this market works. 

When it comes to PBS policy, the best thing the Government can do with the 
Commission of Audit’s report is quietly put it to one side and focus on what’s 
happening in the real world. 

So what is so dangerous about the recommendations made by the Commission of 
Audit? 

And how can I prove to you that our concerns are not simply manufactured out of 
self-interest, but actually based on real world experience – something the 
Commission clearly lacked? 
 
Well, let’s have a look at some of the recommendations and proposals put forward 
by the Commission. 
 
The Commission advised that Australia should reform its system of funding 
medicines and introduce the following changes: 

• fixed budgets for the PBS 
• introduce a new bureaucracy to manage the PBS budget 
• allow this agency to push companies to do cross-therapeutic deals 
• trade off spending on existing medicines to make room for new medicines 
• delay the listing of new medicines if there’s no room in the budget for them, 

and 
• introduce tendering for medicines. 

 

Now, we actually have an example where such a system is actually already in place, 
just across the Tasman Sea, in New Zealand. 

In fact, the Commission of Audit spoke glowingly of the PHARMAC system in New 
Zealand. 
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Accountants, bean counters and basically anyone who doesn’t care about health 
care and long term efficiency look at the New Zealand PHARMAC system with 
wistful eyes, looking at the lovely flat curves of the medicines funding system in that 
country. 

Of course, it’s easy to get seduced by flat curves and the gentle spin doctoring of 
those who are enamoured with such systems in other countries, and not look at the 
other side of the coin. 

I’ve spoken on this before, but here are some of the problems with the New Zealand 
system. 

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 
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poorly2. Another study for the British Government confirmed that New Zealand tends 
to have the lowest level of access to medicines in industrialised countries3, while 
another study showed New Zealand had the lowest reimbursement coverage for 
cancer therapies4. 
 

 
 

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 Zealand5. 
 
Or that it takes two years longer to get a medicine reimbursed in New Zealand than it 
does in Australia6 and for some medicines it can take many, many years. 

2 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). 
3 Richards, M. 2010. Extent and causes of international variation in drug usage, Report for the Secretary of 
Health, United Kingdom, 
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/216249/dh_117977.pdf 
(accessed 4/10/2013). 
4 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). 
5 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. 
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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, and 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 statins7. 
 
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 
focussed on cost-containment, too slow in reimbursing medicines and not 
transparent in how its decisions were arrived at8. 
 
 

6 Ibid. 
7 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). 
8 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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The results over the past 14 years are clear. On this chart the light blue constitutes 
the proportion of Australian listings also listed there. The dark blue represents the 
additional listings in Australia. 
 
Of the 124 new medicines reimbursed in Australia since 2000, 99 are not reimbursed 
in New Zealand9. To turn that around, New Zealand citizens only have access to 
20% of medicines Australia has listed for reimbursement since 2000.10 
 
Again, what does this mean for consumers and patients visiting doctors’ surgeries 
and pharmacies, or admitted into hospital? 
 
Without intending to sound melodramatic, it means Kiwis are dying earlier, or leading 
lower-quality lives, than their cousins across the ditch, due to treatable illness and 
disease. 
 
 
 

9 Australian Schedule of Pharmaceutical Benefits (pbs.gov.au) and New Zealand Pharmaceutical Schedule 
(Pharmac.govt.nz/schedule). 
10 Australian Schedule of Pharmaceutical Benefits (pbs.gov.au) and New Zealand Pharmaceutical Schedule 
(Pharmac.govt.nz/schedule). 
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Routine delays mean drugs we have taken for granted for many years in Australia, to 
treat cholesterol, severe pain, colorectal cancer, leukemia and carcinoma weren’t 
available for up to six years in New Zealand. 
 
And it means some medicines we have on our PBS still aren’t available there: 
Yervoy for cancer, Coralan for heart failure, Aubagio for MS, Neupro for Parkinson’s 
Disease. 
 
And in New Zealand, over the 20 years since the introduction of PHARMAC, we’ve 
seen the withdrawal of the medicines industry from New Zealand. 
 
New Zealand no longer has a pharmaceutical manufacturing industry to speak of. 
 
Many companies withdrew their operations, research and investment in New 

Zealand as a result of the introduction of PHARMAC  in New Zealand in the 1990s. 

For a country like Australia, where pharmaceuticals generate $4 billion a year in 
exports and $1 billion a year in R&D and is one of the industries we want to grow to 
help diversify the Australian economy – this is not a good example to follow. 
 
Medicines funding policy is a pretty delicate balancing act. 
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We’ve seen examples where governments have tried to enforce draconian systems 
on the pharmaceutical market without letting the market decide what an efficient and 
effective price should be. 
 
These tend to be the countries where cancer patients have their chemotherapy 
delayed due to lack of cancer medicines, such as occurs in the United States. 
 
Or mothers running around to six hospitals to find regular asthma medicines, as 
occurs in Greece. 
 
Or hospitals running out of medicines because they are not paying their bills, as 
we’ve seen in Spain and Portugal. 
 
Or patients dying earlier from chronic diseases because of less use of medicines, as 
occurs in New Zealand. 
 

 
 
The other thing to note about New Zealand is that while they spend less of their 
health budget on medicines, they have a higher total level of health spending as a 
share of their economy than Australia. 
 
Examples in New Zealand, like the restriction on the use of statins, have led to 
higher spending in other parts of the health system. 
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Their drive to limit spending on medicines has a real risk to drive spending higher 
further along the healthcare chain, leading to greater inefficiency and imposing more 
costs on the more expensive parts of the health system. 
 
And the Lancet magazine has recently carried articles on the austerity measures in 
countries like Greece and Ireland to demonstrate the impact on health of 
populations, showing the adverse events those cutbacks have on the people in those 
countries11. 
 
But, again, the Commission of Audit ignored all of this. 
 
So, to summarise, the sorts of recommendations made by the Commission will lead 
to: 

• patients missing out on medicines, greater use of other health services and 
earlier death 

• Australians missing out on new medicines or having to wait much longer than 
the already considerable time for things like new medicines for cancer, 
diabetes, cystic fibrosis and rare diseases, and 

• the death of the Australian medicines industry. 
 
We know this because it’s happened in other markets. 
 
New Zealand is the obvious example, but there are other countries where these 
effects have been seen. 
 
For all of these reasons, we urge the Government not to implement this system in 
Australia, for the sake of the Australian industry and Australian patients. 
 
 
 

11 The Lancet, Volume 383, Issue 9928, Pages 1545 - 1546, 3 May 2014, “The Irish health-care system and austerity: sharing the pain”, 
Steve Thomas, Sara Burke, Sarah Barry http://www.thelancet.com/journals/lancet/article/PIIS0140-6736(14)60744-3/fulltext#aff1 - The 
Lancet, Volume 383, Issue 9918, Pages 748 - 753, 22 February 2014, “Greece's health crisis: from austerity to denialism”, Alexander 
Kentikelenis MPhil, Marina Karanikolos MPH, Aaron Reeves PhD, Prof Martin McKee DSc , David Stuckler PhD 
http://www.thelancet.com/journals/lancet/article/PIIS0140-6736(13)62291-6/abstract  
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Conclusion 
 
So at this point we stand looking at two very different future Pharmaceutical Benefits 
Schemes. 
 
We have a Scheme proposed by the National Commission of Audit: a scheme where 
delays of years are common for ground breaking, innovative drugs.  
 
Where there is a constant risk of medicine shortages due to single suppliers 
encountering supply chain problems. 
 
Where doctors can’t tailor treatments to their patient’s specific needs. 
 
With no transparency or comfort for patients about the process for listing and 
reimbursing expensive treatments. 
 
Where a focus on arbitrary and short-term cost containment completely dominates 
patient needs and care. 
 
Or we can reinvest in the decades of benefits flowing from our Pharmaceutical 
Benefits Scheme, by redirecting a portion of the billions of dollars of savings already 
accrued, back into listing new medicines in a timely, transparent and cooperative 
way. 
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We can build on the good track record of industry working with government and the 
broader community to continue to make the PBS sustainable for the future. 
 
We can build a successful health system where Australians get the medicines they 
need in a timely manner and where a good, efficient level of spending on medicines 
contributes to savings in other parts of the health system. 
 
And we can build an Australian medicines industry that grows and contributes to 
growing Australia’s economy for the future. 
 
In doing so, the next six decades of health, economic and social benefits flowing 
from the scheme will far outstrip what it has already accomplished. 
 
And in this moment, there is some cause for hope. The Treasurer recently reached 
for a telling example as to why the Budget needs to get back on track when being 
interviewed. 
 
He explained that if he needed a life-saving drug for his child, and he couldn’t afford 
it, he would expect the Government to be able to pay for it.  
 
Well, we all want to ensure that in a decade from now, every Australian is able 
access a life-saving drug for their ill child – so now is the time to support the PBS 
and all it provides.  
 
Thank you. 
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