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INTRODUCTION 
The Generic and Biosimilar Medicines Association (GBMA) welcomes the opportunity 
to make this submission in response to the July 2016 Discussion Paper of the Review 
of Pharmacy Remuneration and Regulation (the Review).   

GBMA sees this submission as an opportunity to build upon comments expressed 
during the face-to-face stakeholder consultations held earlier in 2016. 

While the Discussion Paper seeks comments in response to a number of questions, 
GBMA will specifically address four questions that relate directly to the generic and 
biosimilar medicines industry.  

For GBMA members, the key issues are reliable medicines supply and that any reform 
to the supply chain must focus on encouraging competition to ensure Australian 
consumers have timely access to affordable medicines.   

Remuneration 
Question 21: 

Is the Premium Free Dispensing Incentive achieving its 
intended purpose of increasing the uptake of generic 
medicines? Are there better ways to achieve this?   

Regulation 
Question 8: 

Is it appropriate that the Government continues to negotiate 
formal remuneration agreements with the Guild on behalf of, 
or to the exclusion of, other parties involved in the 
production, distribution and dispensing of medicines? 

Distribution 
Question 86: 

Should the onus for delivery of medicines to community 
pharmacy around Australia in a timely fashion be imposed 
on manufacturers as part of their listing requirements on the 
PBS? 

Distribution  
Question 89 

Should the Commonwealth and state territory governments 
work together for a single tendering model for relevant public 
hospitals and community pharmacy in the relevant state? 
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REMUNERATION QUESTION 21:  
 
Is the Premium Free Dispensing Incentive (PFDI) achieving its 
intended purpose of increasing the uptake of generic medicines? 
Are there better ways to achieve this?   
No, the PFDI is not achieving its intended purpose of increasing the uptake of generic 
medicines. 

The original intent of the PFDI was to increase generic medicines uptake by 
incentivising the pharmacist to dispense a generic medicine in preference to the 
original brand. However, in its implementation, the PDFI was subtly modified so that it 
was paid to a pharmacist when a medicine was dispensed at the benchmark price. This 
was irrespective of the existence of a brand price premium (BPP) on another brand of 
that pharmaceutical item.  

The problem with the PFDI was that it created an incentive for 
originators to remove BPPs so that their products were eligible for 

the PFDI. 
This also set a precedent for how originators would act when faced with generic 
competition, as typically they would no longer apply a BPP when a generic brand 
launched. 

For example, a pharmacist could claim the PFDI when dispensing any brand of 
atorvastatin, including the original brand Lipitor, as they would be dispensing a 
medicine at the benchmark price. The lack of a BPP on Lipitor means it has the same 
benchmark price as the generic brands.  

This is clearly not the intention of the PFDI and explains why the PFDI has now been 
focussed so that it is only paid when a generic medicine is dispensed in preference to 
another brand of the same pharmaceutical item that has a BPP.  

Importantly, as Lipitor still does not have a BPP, pharmacists now may not claim the 
PFDI when dispensing atorvastatin. Therefore, there is no incentive to dispense a 
generic in place of an original brand despite the fact that PBS savings through the price 
disclosure mechanism only accrue when a generic medicine is dispensed. 

The PFDI does not apply to prescriptions under the co-payment amount, nor does it 
apply to private scripts. This limits its ability to drive generic medicines use for patients 
filling these prescriptions. It should be noted however that increasing generic medicines 
use in the under co-payment and private markets also contributes to savings through 
price disclosure. The volume and selling price of all generic medicines must be 
disclosed and is used to calculate the PBS price regardless of how that medicine is 
dispensed.   

In its current form, the PFDI merely adds a price signal to pharmacy in cases where 
there is already a price signal to patients (the BPP) to choose a generic. It does nothing 
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to drive generic uptake in the vast number of cases where there is no BPP on the 
originator brand. 

Directly linking the PFDI to generic medicines uptake is difficult because since its 
inception in 2008, the generic medicines landscape in Australia has changed 
significantly. With patents expiring on a number of significant block-buster medicines 
since 2008, the number of generic medicines suppliers has increased and this 
competition has resulted in over $20 billion in PBS savings through price disclosure.   

Competition has resulted in favourable generic medicines trading terms being offered 
to pharmacists and, as a result, the use of generic medicines has increased over time. 
The role of the PFDI in this increase in generic medicines use must be considered 
additive to the attractive trading terms being offered by suppliers.   

GBMA believes that as a generic medicines uptake driver, the PFDI is a blunt and 
indiscriminate instrument. By encouraging pharmacists to dispense a medicine without 
a BPP, the PFDI is more about making medicines more affordable for the consumer 
and less about encouraging generics uptake, which has a much broader impact: 
making medicines more affordable for the consumer, the taxpayer and the government.  

Generic medicines are central to an affordable PBS. Every time a generic medicine is 
dispensed in a community pharmacy, the economy benefits from substantial savings 
through the price disclosure policy.  

Therefore, initiatives that encourage the use of generic medicines are important for 
driving their uptake and delivering the significant follow-on savings to the PBS through 
the price disclosure mechanism.  

A specific improvement to the PFDI would be to link it to a 
measurable generic substitution target of 85%. Refocussing the 
PFDI by linking its payment to achievement of that target and 

expanding it to cover under co-pay and private scripts would further 
encourage pharmacists to drive uptake of generic medicines.  

Targets and demand-side policies to encourage the use of generic medicines are 
evident in those countries with strong generic medicines uptake. A range of different 
demand-side policies have already been initiated by European governments that 
encourage prescription, dispensing and use by physicians, pharmacists and patients.  

GBMA is supportive of incentives for consumers to choose a generic medicine at the 
pharmacy. This could be in the form of a lower co-payment. Alternatively, a disincentive 
for consumers to choose a brand when a more affordable generic medicine is available 
could be implemented. France provides an example here where an administrative 
measure sees the consumer pay the full price of a brand name medicine at the 
pharmacy. The consumer then visits a ‘Medicare’ branch to have the government 
contribution for that medicine reimbursed. This would not force a patient to accept a 
generic medicine, rather it would provoke a discussion between the pharmacist and the 
patient and encourage generic medicines use.    
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An additional measure to increase the use of generic medicines is 
mandatory active ingredient prescribing across the entire health 

system, with defaults for prescribing software. 
Accurate knowledge about generics and positive perceptions of them by doctors, 
pharmacists and patients using generic medicines are necessary prerequisites to 
increase the adoption of generic medicines.  The Australian Government should initiate 
policies to achieve this.  

A significant percentage of prescribers continue to actively recommend against generic 
medicines. For this reason, mandatory active ingredient prescribing seeks to increase 
the responsibility of health professionals to the healthcare system and to facilitate the 
prescribing of generic medicines.  

A key element of this proposal is legislating changes to prescribing software that make 
it difficult for the doctor to ‘default’ to prescribe by brand name. For example, if a doctor 
decided to use prescribing software to prescribe atorvastatin for a patient with high 
cholesterol, they might type in the brand name ‘Lipitor’. The software would recognise 
that this is a prescription for active ingredient ‘atorvastatin’ and that is what would 
appear on the script when it is printed. This would also help with consumer health 
literacy.  

For certain patients, as an exception to the rule, the doctor may need to ensure that a 
specific brand is dispensed. In this case, functionality in the prescribing software would 
allow a brand to be prescribed and printed on the prescription, following a number of 
additional steps or ‘click-throughs’ to achieve this outcome.  

 

REGULATION QUESTION 8  
 
Is it appropriate that the Government continues to negotiate formal 
remuneration agreements with the Guild on behalf of, or to the 
exclusion of, other parties involved in the production, distribution and 
dispensing of medicines? 
GBMA understands that negotiation of the Community Pharmacy Agreement (CPA) 
every five years is conducted exclusively between the Pharmacy Guild and the 
government. Given that the CPA is a formal agreement, views should be sought from 
other parties prior to the agreement being finalised.  

GBMA respects the process for negotiation of the community pharmacy agreement, but 
we believe the views of other parties can add valuable perspectives to such 
negotiations.  

In 2015, discussions held in parallel to the negotiation of the sixth CPA led to the PBS 
Access and Sustainability Package (PASP). These discussions provide an example of 
the value of negotiations with other parties involved in the production, distribution and 
dispensing of medicines. 
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However, the specific elements negotiated and ultimately included in the sixth CPA 
were determined without the involvement of parties other than the Guild.  

Other parties, particularly those involved in the production and distribution of medicines 
should be given the opportunity to review a draft agreement rather than having it 
presented as a finalised, signed agreement.  

For example, this approach would have provided GBMA the opportunity to comment on 
the PFDI and recommend linking future payments of this incentive to pre-defined 
metrics and generic substitution targets. This would ensure the PFDI better delivers on 
its intended purpose.  

 

DISTRIBUTION QUESTION 86 
 
Should the onus for delivery of medicines to community pharmacy 
around Australia in a timely fashion be imposed on manufacturers 
as part of their listing requirements on the PBS? 
GBMA does not agree that the onus for delivery of medicines to community pharmacy 
should be imposed on manufacturers. 

It is important to consider the consequences of placing the onus for delivery on 
manufacturers as this would act as a barrier to entry for smaller and or niche/ 
specialised PBS suppliers. As competition is what drives PBS savings through price 
disclosure, anything that stifles competition should be cautioned against.  

Suppliers of generic medicines on the PBS are not logistics experts. While this model 
might be possible for large suppliers of PBS medicines, not all manufacturers are in a 
position to manage wholesaling, logistics and distribution of their products. The 
implementation of this proposal could therefore be considered anti-competitive and is 
not in the interest of an affordable PBS.  

It is envisaged therefore that suppliers would need to enter into distribution 
arrangements with third party logistics experts. These arrangements would come at a 
considerable cost that could not be absorbed and therefore would be passed on to 
consumers.  

Imposing this requirement would have a significant impact on 
competition and the affordability of PBS medicines. 

Further, GBMA must question the benefits to Australian patients as a result of 
implementing this requirement. It is difficult to see how multiple pharmacy deliveries by 
multiple distributors would simplify the current system and support timely patient 
access to medicines. Such a system would be difficult and costly to establish, 
administer and audit.  
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DISTRIBUTION QUESTION 89 
 
Should the Commonwealth and state territory governments work 
together for a single tendering model for relevant public hospitals 
and community pharmacy in the relevant state? 
GBMA strongly disagrees that a tendering model in community pharmacy is in 
Australia’s interests. Simplified price disclosure has delivered savings to the 
Commonwealth of over $20 billion based on competition between suppliers. Yet 
tendering would destroy market competition.   

Competition, not tenders, underpins the PBS pricing model for 
generic medicines and ensures timely access to affordable 

medicines. 
Tenders effectively lock out competition for a defined period and are not conducive to 
attracting and retaining multiple suppliers. In light of the significant price reductions and 
PBS savings delivered through price disclosure, Australia now has some of the world’s 
lowest ex-manufacturer prices for generic medicines.  

The opportunity for a tender system to deliver better prices has passed. A tender 
system for generic medicines is unlikely to provide any benefit in terms of better 
pricing. It only presents risks by limiting the number of medicine suppliers and therefore 
increases the risk to ongoing, reliable supply.   

Price disclosure, in combination with initiatives to drive generic medicines uptake, will 
deliver the best outcomes for the health system, an affordable PBS and ongoing 
access to affordable medicines.   

 

ABOUT GBMA 
GBMA is the national association representing companies that manufacture, supply 
and export generic medicines. GBMA represents all major generic medicine suppliers 
in Australia and more than 90% of all generic medicines dispensed in Australia. 
Members of GBMA ensure all Australians are offered the highest quality generic 
medicines whilst providing affordable health outcomes that benefit all Australians.  

The generic medicines sector is a high value-add sector delivering significant health 
and economic benefits to the Australian public.  

The availability of generic medicines in this country helps to deliver: 

• Timely access to affordable medicines;  
• Substantial savings to the PBS; 
• Thousands of highly skilled jobs; and  
• Domestic manufacturing and annual exports of $300 million. 



 

 

 


