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Traditional policies are no longer effective in addressing the rising costs of 
pharmaceuticals, says Ian Manovel, a pharmacist and management con-
sultant. Manovel, innovation principal director for Accenture Australia’s 
health practice in Sydney, Australia, presented “Innovation in Pharma Pol-
icy, Regulation and Pricing” at the Canadian Legal and Legislative Update 
in Ottawa last spring. Manovel talked with editor Kathy Bergstrom, CEBS, 
about steps Australia has taken to control drug prices and improve health 
care and how they might apply in Canada.
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What major similarities do 
Australia and Canada share in 
health and drug policies?

Both benefit from a publicly funded 
“free at the point of access” medicare 
system that provides equity and access 
so that those least able to pay can get es-
sential medical care. Both countries have 
mechanisms to subsidize the cost of ex-
pensive medicines and policies that sup-
port the safety and quality of health care.

While Canadian private health plans 
are employer-based, Australian health 
policies are purchased by individuals re-
gardless of whether they are employed.

What are the drug policy 
challenges in Australia,  
and how do they compare  
with those in Canada?

Both countries have a similar system 
of retail pharmacies and acute hospi-
tals providing prescription medicines. 
In both countries, historic health and 
drug policies have been unsuccessful in 
stemming the tidal wave of costly med-
icines. This has created an unacceptably 
high financial burden to a taxpayer-
funded system. This situation is set to 
worsen as more costly antiretrovirals 

and biologics take the lion’s share of the 
drug budget.

What innovations has Australia 
introduced in the area of drug 
policy, regulation and pricing?

About three years ago Australia 
elected to alter its medicines payment 
policy to address the spiraling costs. 
The key difference is the change in the 
Australian policy known as Simplified 
Price Disclosure (SPD), which dramati-
cally cut the price paid to pharmacies 
and the pharma industry for both 
branded and generic medicines. This 
innovation created a quantum change 
in the medicines supply chain.

The objective of the policy is to en-
sure that the prices at which the govern-
ment subsidizes branded medicines more 
closely reflect the market prices for gener-
ics. The government requires pharmaceu-
tical companies to provide sales informa-
tion on the branded drugs subject to price 
disclosure, and the information is used to 
determine the price of medicines covered 
by the national drug plan (Pharmaceuti-
cal Benefits Scheme (PBS)). 

Price disclosure aggressively reduc-
es the price of PBS medicines. Under 
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SPD, the government negotiated with the Pharmacy Guild, 
which represents community pharmacies, to drop some 
prices every 18 months. After the first round of sharp cuts, 
the government realized how much it could save and began 
renegotiating every six months. Prices are typically 30% to 
90% lower than the branded medicines. 

What has been the impact?
The SPD initiative generated $1 billion in savings and was 

popular with consumers as it reduced the price of medicines.  
The government put pressure on pharmacies to drop copay-
ment costs even further, and both the public purse and the 
patients benefited financially.

However, the policy had detrimental impacts on both the 
pharma industry and the retail pharmacy profession. Pharma 
companies were paid a fraction of the price for their branded 
and generic medicines and cut research and development and 
other services. That has caused problems with supply of medi-
cines and a brain drain as scientists left the country. Wholesal-
ers and retail pharmacies also suffered financially, and some 
businesses declared insolvency. Retail pharmacies were also 
forced to cut free services such as home delivery and value-
added clinical services to stay afloat.

I think it’s possible to implement it in a better way to be 
more fair to all the stakeholders. The policy itself is a good 
one. I think it’s an excellent way of getting better value for 
the population. 

What are some other examples of innovations  
in health and drug policy that can improve care?

Regular medicines management review can correct some 
of the problems resulting from polypharmacy, which is the 
phenomenon of prescribing five or more medicines to a sin-
gle patient. While some patients require many medicines, as 
the number increases, so do the unintended consequences, 
which generates poorer clinical outcomes. 

Deprescribing, which means stopping nonessential pre-
scription medicine in the latter stages of life, is another ap-
proach. The goal is to improve the patient’s quality of life and 
reduce waste of valuable health resources. For example, your 

cholesterol level is not relevant anymore if you have a few years 
or less to live. So prescribing statins to people in that situa-
tion is probably inappropriate. Both of these approaches can be 
used judiciously to improve health systems and reduce costs. 

How is My Health Record being used to address 
challenges related to health care and drugs?

My Health Record is an online tool provided by the feder-
al government that allows physicians to upload patient infor-
mation, such as immunizations and prescribed medications.

My Health Record could be used to detect medicines 
management problems before they result in a hospital ad-
mission and alert the clinicians and patients to change the 
medications prescribed.

My Health Record could also be used to overcome the 
problem of transitions of care; for example, a patient’s medi-
cines might be completely changed after being admitted to 
the hospital, but the patient’s general practitioner and phar-
macist might be unaware of the changes and represcribe and 
dispense the old medicines after the patient is discharged. 

What lessons could Canada learn from  
Australia’s experience?

Medicines are going to be much more expensive, and that’s al-
ready started happening. The key thing is to make policy changes 
quickly because the longer government delays in changing policy, 
the more it’s going to cost. I looked at the Canadian government’s 
plan for the next 12 months, and none of those plans included a 
policy similar to SPD. I would urge both health plan stakeholders 
and policymakers in government to address this issue because 
paying very large sums of money for medicine is not a good way 
of using tax dollars and the health budgets for quality care.

Switching from brand-name drugs to generic and biosim-
ilars is a very powerful way of reducing the costs of medicine. 
When I look at data from Canada, there is considerable room 
for improvement in this area.

There is a great deal to learn because there is room for 
improvement beyond the Australian experience—briefly, be 
bold and be quick, because Canada’s medicines are not get-
ting cheaper by sticking to the legacy policies. 
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