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Objectives: Australia relies on managed entry agreements (MEAs) for many medicines added to the national Pharmaceutical Benefits Scheme (PBS). Previous studies of Australian
MEAs examined public domain documents and were not able to provide a comprehensive assessment of the types and operation of MEAs. This study used government documents
approved for release to examine the implementation and administration of MEAs implemented January 2012 to May 2016.
Methods: We accessed documents for medicines with MEAs on the PBS between January 2012 and May 2016. Data were extracted on Anatomical Therapeutic Classification
(ATC), type of MEA (financial, financial with outcomes, outcomes, and subcategories within each group), implementation and administration methods, source of MEA
recommendation, and type of economic analysis.
Results: Of all medication indication pairs (MIPs) recommended for listing, one-third had MEAs implemented. Our study of eighty-seven MIPs had 170 MEAs in place. The
Government’s expert health technology assessment (HTA) committee recommended MEAs for 90 percent of the eighty-seven MIPs. A total of 81 percent of MEAs were simple
financial agreements: the majority either discounts (32 percent) or reimbursement caps (43 percent). Outcome-based MEAs were least common (5 percent). Ninety-two percent of
MEAs were implemented and operated through legal agreements. Approximately half of the MIPs were listed on the basis of accepted claims of cost-minimization. Forty-nine
percent of medicines were in ATC L group.
Conclusion: Advice from HTA evaluations strongly influences the implementation of ways to manage uncertainties while providing access to medicines. The government relied
primarily on simple financial agreements for the managed entry of medicines for which there were perceived risks.
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Many governments and other payers who subsidize medicines
have policies to ensure timely and affordable access to
medicines while addressing uncertainties or risks in an era of
increasing cost and demand (1;2). These arrangements are of-
ten referred to as managed entry agreements (MEA) (3).

In Australia, the Pharmaceutical Benefits Scheme (PBS)
is the national scheme for reimbursement of medicines (4).
Challenges for the scheme arise due to increasing costs of the
PBS for the Australian Government in concert with increas-
ing demand for earlier access to medicines, increasing use of
medicines as the population ages, and increasing requests for
listing of very expensive medicines (5;6).

To list a medicine on the PBS manufacturers are required
to supply evidence to support claims of health benefits gained
that are acceptably cost-effective, along with estimates of the
financial cost to government. This is undertaken using inter-
nationally accepted methods of health technology assessment
(HTA) (7;8). The submissions are appraised by the Pharmaceu-
tical Benefits Advisory Committee (PBAC), a government ap-
pointed independent expert group providing advice on which
medicines to subsidize. The evidence within the submission
may not be sufficient for the PBAC to have unequivocal con-
fidence in the magnitude of the health benefit, the reliability of

the calculated cost effectiveness, or the extent of financial cost
(9–11). Lack of confidence in the evidence is often referred to
as “uncertainty” and is described as a “risk” for the payer (8).

While there is always some level of uncertainty (or impre-
cision) in much of the scientific evidence, it is the multiple
sources of uncertainty that tend to confound decisions to fund
new medicines. These sources of uncertainty arise in consider-
ations of the clinical effectiveness of the medicine (including
longer term effects that are rarely measured in clinical trials),
the impact of subsidizing the medicine on other health sec-
tor costs and the financial cost (9–11). Payers may decide to
subsidize medicines while taking the risk of these uncertainties
into account (2;11). To undertake this, the Australian Govern-
ment has developed several mechanisms that can be described
as MEAs (12;13).

The Health Technology Assessment International (HTAi)
Policy Forum has defined MEAs as “an arrangement between
a manufacturer and payer or provider that enables coverage or
reimbursement of a health technology subject to specific con-
ditions” (3). There are many different names used to describe
MEAs. Some of the terms include outcome-based schemes,
risk-sharing arrangements, coverage with evidence develop-
ment, coverage only in research, coverage only with research,
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access with evidence development, patient access schemes,
conditional licensing, performance-based risk-sharing arrange-
ments, discount schemes, pay for performance agreements,
price-volume agreements, market caps, conditionally allowed
specialist medicines, and dose or time capping schemes (2;14–
17).

In general, MEAs have been described and assigned to one
of the following three classes based on the mechanism of im-
plementation (1;2;11;15;16;18): (i) financial agreements that
reduce the payer’s expenditure; (ii) financial agreements that
operate with payments adjusted with reference to the collection
of information on real-life health outcomes data from patients
(often referred to as “pay for performance”); and (iii) agree-
ments that collect information on outcomes (often referred to
as “coverage with evidence development”) with consequent ef-
fect on payments adjusted subsequent to a review of the origi-
nal basis of consideration and with reference to the information
collected.

Within these three groups there are a variety of mecha-
nisms for operating MEAs that are proposed or currently im-
plemented in different countries (1;2;10;16).

Previous studies assessing Australia’s use of MEAs have
relied on publicly accessible information on MEAs. Only the
existence of a “hidden” discounted price, a continuation rule
and an outcome-based MEA is explicitly stated in the pub-
lic domain. This lack of transparency has limited assessment
of the type of MEA and their operation (19–21) in Aus-
tralia. In the context of the public debate concerning the
need for swifter access to medicines in an era of expensive
medicines (22), this study aims to provide a comprehensive
assessment of the implementation and administrative opera-
tion of MEAs for PBS-listed medicines in Australia by assess-
ing the full documentation underpinning the listing decision
making.

METHODS
This study used the HTAi definition of an MEA (3). All
medicines listed on the PBS that had one or more MEAs im-
plemented between January 2012 and May 2016 were included
in the study to provide the most recent experience of opera-
tion of MEAs. Medicines that were subsidized as fixed dose
combination formulations were treated as one medicine in this
analysis.

The PBAC makes separate recommendations for each clin-
ical indication for a medicine, thus medicines can have one
or more indications subsidized. Therefore, the data for this
study were collected per indication for each medicine forming
a medicine indication pair (MIP).

Approval was sought from the Australian Government De-
partment of Health to access all materials related to the de-
cisions of the Government and PBAC in regard to medicines
listed on the PBS with an MEA in place. This includes the con-

fidential manufacturer’s application, all evaluation documents
provided to the PBAC, the confidential PBAC record of the
decision and the publicly released Public Summary Document
that explains the decision (redacted for confidential material).
Details were also sought on the documentation relating to the
implementation and management of each MEA; this included
the legal deed of agreement and administrative approvals for
implementation and lapsing. The primary sources of informa-
tion were the PBAC record of the decision and administrative
approval for the deed of agreement. Approval for this access
was obtained in December 2015.

The data elements extracted for this study were Anatomical
Therapeutic Classification (ATC) of the medicine (23) and the
year the MEA was implemented. In addition, we extracted data
on the source of the recommendation for an MEA, the admin-
istrative instrument of the MEA, type of MEA, and the type of
economic analysis. The type of economic analysis was classi-
fied as a cost-effectiveness analysis, including cost utility anal-
ysis, cost minimization analysis (CMA), or other (24). Because
2016 was part year, only data on medicines listed on the PBS as
at June 1, 2016 were obtained (25). As MEAs are implemented
at the MIP level, the number of submissions for new MIPs rec-
ommended by the PBAC was extracted (26) from the PBAC
meeting records applicable to the listing period (the minimum
listing time is 20 weeks following a positive PBAC recommen-
dation) (27).

Each MEA was assigned to a typology developed from in-
formation extracted from published studies describing the ac-
tual methods used in operating MEAs (1;2;10;16;28–31). Any
new types of action for an MEA identified in the study data
were added to the list of actions (Table 1). Each type of action
was assigned to one of the three mechanistic classes by the first
author of the paper (M.F.R.). Any that were not clear were dis-
cussed with relevant government officers and a final assignation
decided.

In Australia there are two administrative instruments used
to operate MEAs: (i) The Government and manufacturer en-
ter a legal deed of agreement that establishes the type and the
conditions of the MEA; and (ii) A prior-approval mechanism
for each prescription of the medicine covered by this MEA
with a requirement for data collection from patients receiv-
ing this subsidized medicine. Prescribers provide specified in-
formation about the patient’s progress while on the medicine
that gives evidence of patient response to the restriction crite-
ria as published in the PBS schedule. Prior-approval to con-
tinue is then based on the information provided by the pre-
scribers. The manufacturer must agree to the conditions of the
prior-approval before subsidy commences (12). These arrange-
ments are referred to as “continuation rules” in PBS restrictions
(32).

Material deemed or agreed to be confidential by the Gov-
ernment was excluded from this publication. This included
the agreed prices for the medicine, expected utilization, and
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Table 1. Descriptions of Types of Actions of MEAs and Sources

Financial

Discount on published price (F 1)
The publicly released unit price is greater than the actual price and the difference is
refunded to the payer.

Walker et al 2012 (15), Garrison et al 2013 (9), Stafinski et al 2010 (51)

Reimbursement if exceed cap based on a set price per unit or accepted duration of treatment
(F 2). Total amount of medicine supplied is monitored and reimbursement is linked to an
agreed total limit.

Ferrario & Kanavos 2013 (17)

Reimbursement if exceed a total prescription volume cap (F 3) Ferrario & Kanavos 2013 (17)
Reimbursement if exceed expenditure volume cap (F 4). Expenditure volume is based on
agreed total financial cost.

Walker et al 2012 (15), Ferrario & Kanavos 2013 (17), Jaroslawski & Toumi
2011 (28, 31), Stafinski et al 2010 (51)

Up front payment of additional administration or test costs (F 5). The manufacturer agrees to
pay additional costs involved in utilisation of the new medicine. Usually applied to
medicines listed on a cost minimisation basis.

Used in Australia

Reimbursement to the payer for administration or test costs (F 6). The manufacturer pays for
the actual costs of additional tests or administration fees incurred by the new medicine.

Used in Australia

Reimbursement for any expenditure for treatment in combination with other specified
medicines (F 7). Applied where there is a risk of use of co-administered medicines that is
not considered cost-effective.

Used in Australia

Reimbursement when the price of the medicine is adjusted in relation to the volume supplied
(price volume agreement) (F 8)

Walker et al 2012 (15), Ferrario & Kanavos 2013 (17)

Financial with information on medicine or patient performance required
Reimbursement where patients do not respond, partially or completely, to an initial period of
treatment (FI 1). The financial cost of continuing treatment in these patients is reimbursed.

Ferrario & Kanavos 2013 (17), Toumi et al 2016 (29), Garrison et al 2013
(9), Carlson et al 2010 (7), Jaroslawski & Toumi 2011 (31), Stafinski
et al 2010 (51), Launois et al 2014 (58)

Price reduction when a patient does not respond to treatment (FI 2). The financial cost of
subsidy in non-responding patients is discounted.

Walker et al 2012 (15), Garrison et al 2013 (9), Fagnani et al 2015 (30)

Reimbursement of cost of medicine if the number of treatments per patient is exceeded
(F1 3). The number of treatments is tracked for each patient.

Walker et al 2012 (15), Carlson et al 2010 (7)

Reimbursement of cost of medicine if patients receive more than an agreed amount of
medicine (F1 4). The total dose of medicine supplied is tracked for each patient.

Garrison et al 2013 (9), Jaroslawski 2011 (14), Walker 2012 (15)

Reimbursement linked to changes in use of other resources associated with treatment (F1 5).
Utilisation of tests or services associated with the medicine are tracked and reimbursement
is triggered if this use is different to pre-agreed thresholds per patient.

Used in Australia

Reimbursement ceases if patients do not meet agreed clinical measures. Information provided
to a third party by the treating physician is used to monitor utilisation (FI 6)

Walker 2012 (15), Garrison et al 2013 (9), Carlson et al 2010 (7), Launois
et al 2014 (58)

Outcome
Future review of the medicine using pre-specified study protocol for all patients subsidised
(O 1). The protocol determines the data collected, duration of the collection and how the
results will inform the review of clinical effectiveness and cost effectiveness.

Ferrario & Kanavos 2013 (17), Garrison et al 2013 (9), Stafinski et al 2010
(51), Launois et al 2014 (58)

Future review of the medicine following additional data being provided when available from
currently planned or progressing studies (O 2). Studies in progress can be identified during
the evaluation of the medicine and the results expected to inform a decision to subsidise.

Garrison et al 2013 (9), Carlson et al 2010 (7)

Future review of the medicine using pre-specified study protocol from patient data provided by
a sample of subsidised patients (O 3). The protocol determines the data collected, duration
of the collection and how the results will inform the review of clinical effectiveness and cost
effectiveness.

Ferrario & Kanavos 2013 (17), Carlson et al 2010 (7), Stafinski et al 2010
(51), Launois et al (58)
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Table 2. Characteristics of medicine-indication pairs (MIPs) with MEAs by year

Characteristic 2012 2013 2014 2015 2016####

Total number of MIPs recommended for subsidy by the PBAC # 60 52 77 65 25
Number of MIP where MEAs were implemented (% all MIPs recommended by the PBAC)## 13 (22%) 20 (38%) 22 (29%) 25 (38%) 7 (28%)
MIP with 1 MEA 6 (46%) 6 (26%) 6 (27%) 6 (24%) 2 (28%)
MIP with 2 MEA 6 (46%) 9 (48%) 10 (46%) 14 (56%) 1 (14%)
MIP >=3 MEAs 1 (8%) 5 (26%) 6 (27%) 5 (20%) 4 (57%)
Number of MIPs where one or more MEAs recommended by the PBAC 10 (77%) 19 (95%) 20 (91%) 22 (88%) 7 (100%)
Number of MEAs ### 21 39 45 49 16
Administrative instrument used to support the operation of the MEA
Prior approval with ‘continuation rule’ 7 (33%) 1 (2%) 3 (7%) 8 (16%) 0
Deed of Agreement 14 (67%) 40 (98%) 41 (93%) 41 (84%) 16 (100%)
Type of action for each MEA (Percentage of total MEAs)
Financial 14 (67%) 32 (82%) 38 (84%) 41 (84%) 13 (81%)
Financial+ Information 7(33%) 4 (13%) 5 (11%) 5 (10%) 3 (19%)
Outcome 0 3 (5%) 2 (5%) 3 (6%) 0
Type of economic analysis for each MIP (Percentage of MIPs)
CEA (incl CUA) 3 (23%) 12 (60%) 14 (64%) 10 (40%) 4 (57%)
CMA 10 (77%) 8 (40%) 6 (27%) 15 (60%) 3 (43%)
Other analysis 0 0 2 (9%) 0 0

PBAC Pharmaceutical Benefits Advisory Committee, MIP medicine indication pair, MEA managed entry agreement, CEA cost effectiveness assessment, CUA cost utility assessment,
CMA cost minimisation assessment, n/a not available.
#note 1: derived from the three meetings per year where the medicine recommended by the PBAC is likely to be listed and MEAs negotiated i.e. meetings in November 2011,
March 2012, July 2012 would lead to PBS listings in 2012.
## note 2: MEAs usually had a duration of 5 years in this study. Thus the number active in a year at any time is cumulative.
###note 3: a medicine-indication pair can have more than 1 MEA.
####note 4: 5 months of data for 2016 available.

financial costs. All documents not in the public domain were
provided by the Australian Government Department of Health
for the purposes of this research.

RESULTS
Data were available for eighty-seven medicine indication pairs
(MIPs) representing eighty-one medicines. Six medicines had
more than one indication relating to an MEA. There were 170
MEAs for eighty-seven MIPs. Table 2 describes the character-
istics of the MEAs listed.

The number of MIPs with MEAs per year increased
from 2012; however, the percentage of MIPs recommended
for listing as a proportion of the MIPs recommended by
the PBAC was variable. Over the study period, 31 percent
of new MIPs recommended by the PBAC had at least one
MEA. The majority of MIPs had two or more MEAs. The
most common combination (52 percent of MIPs) was a dis-
count on the published price (F 1) and reimbursement if the
total expenditure exceeded an agreed financial expenditure

cap (F 4). All MIPs with an outcome-based agreement had
at least one financial agreement in place and 25 percent
had MEAs in the financial and financial with information
groups.

For 90 percent of MIPs in the study, the PBAC ad-
vised the Government on the need for at least one MEA.
The PBAC did not generally recommend a specific type of
MEA, except for outcome-based MEAs. For the other nine
MIPs, the Government determined that MEAs were required:
seven were MIPs recommended on the basis of cost mini-
mization to PBS-listed medicines that were already subject
to a pre-existing MEA, while two had financial-based agree-
ments implemented after the PBAC recommendation to list the
medicine.

Implementation and management of the MEAs was
through a Deed of Agreement for 92 percent of MEAs. A prior-
approval mechanism to continue therapy was used in 9 percent
of MEAs. One MEA used the prior-approval mechanism to col-
lect information on clinical response that was specified in a
clause written into the deed of agreement.
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Table 3. Analysis of MEAs by Type by Year of Implementation

2012 2013 2014 2015 2016

Total number of types of MEA 21 39 45 49 17
Financial (F)
Discount on published price (F1) 4 11 15 18 5
Reimbursement if exceed caps based on a set price per unit or accepted duration of treatment (F2) 0 1 0 0 1
Reimbursement if exceed prescription volume cap (F3) 0 2 1 1 0
Reimbursement if exceed expenditure volume cap (F4) 10 17 21 20 7
Up front payment of additional administration or test costs (F5) 0 0 0 0 0
Reimbursement to the payer for administration or test costs (F6) 0 1 1 1 0
Reimbursement for any expenditure for treatment in combination with other specified medicines (F7) 0 0 0 1 0
Reimbursement when the price of the medicine is adjusted in relation to the volume supplied(price
volume agreement) (F8)

0 0 0 0 0

Financial with information on medicine or patient performance required (FI)
Reimbursement where patients do not respond, partially or completely, to an initial period of
treatment (FI 1)

0 1 1 0 0

Price reduction when a patient does not respond to treatment (FI 2) 0 0 0 0 0
Reimbursement of cost of medicine if the number of treatments per patient is exceeded (FI 3) 0 2 1 1 3
Reimbursement of cost of medicine if patients receive more than an agreed amount of medicine (FI 4) 0 0 0 0 0
Reimbursement linked to changes in use of other resources associated with treatment (FI 5) 0 0 0 0 0
Subsidy ceases if patients do not meet agreed clinical measures. Information provided to a third party
(FI 6)

7 1 3 4 0

Outcome (O)
Future review of the medicine according to pre-specified study protocol for all patients subsidised (O 1) 0 0 0 1 0
Future review of the medicine following additional data being provided from currently planned or
progressing studies (O 2)

0 2 1 2 0

Future review of the medicine according to pre-specified study protocol in a sample of subsidised
patients (O 3)

0 1 1 0 0

Half of the MEAs were implemented for medicines rec-
ommended by the PBAC on a cost minimization basis (49
percent), and the remaining half were recommended on a cost-
effectiveness basis (49 percent).

The greatest numbers in our study of medicines with MEAs
(49 percent) were from the class of medicines treating cancer
or immune-based diseases (ATC L). This represents the largest
proportion of medicines with MEAs in any class of medicines
listed on the PBS: as at June 1, 2016, 137 medicines were listed
in the ATC L class and forty had an MEA identified in this
study. This study found lower percentages of medicines with
MEAs were implemented in other therapeutic areas including
11 percent treating blood-based diseases (ATC B), 10 percent
infections (ATC J), and 8.6 percent diseases of the gut (ATC A).
Very low numbers of medicines (four or less) with MEAs were
listed for treating cardiovascular diseases (ATC C), hormone-
based conditions (ATC G), musculoskeletal conditions (ATC
M), nervous system conditions (ATC N), respiratory diseases
(ATC R), and eye disease (ATC S).

The descriptions and numbers of MEAs by type are re-
ported in Table 3. Financial agreements were the most com-
mon type of MEA (81 percent). These MEAs predomi-
nantly operated as: (i) A discount on the published price
that is kept hidden, that is, the negotiated “cost-effective”
price is not disclosed. These are referred to as Special Pric-
ing Arrangements in Australia. Each is usually identified by
a note in the PBS schedule and in the therapeutic relativ-
ity sheets (33), both of which are publicly accessible. Exam-
ples of these MIPs include daclatasvir, lepipasvir/sofosbuvir,
paritaprevir/ritonavir/ombitasvir, and sofosbuvir in hepatitis
C; bortezomib in multiple myeloma, dabigatran, rivaroxa-
ban, and apixaban in prevention of stroke in nonvalvular
atrial fibrillation. (ii) An agreed percentage of payer expen-
diture to be reimbursed by the manufacturer if the govern-
ment expenditure on the medicine for that indication exceeded
agreed yearly thresholds (Table 3). The existence of these
types of MEA is not explicitly provided in publicly accessible
information.
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Fourteen percent of MEAs are classified as financial with
information on medicine or patient performance required. The
majority of this performance information was patient specific
and obtained through the prior-approval mechanism established
by the government (9 percent). Other performance informa-
tion was obtained through the national administrative pharmacy
prescription claiming data (the PBS claim dataset): for exam-
ple by counting the number of times a medicine was supplied
to each patient, with the manufacturer billed if the patient ex-
ceeded a specified number. Examples of MIPs in this group in-
clude MIPs where continuation rules apply such as tadalafil and
epoprostenol in pulmonary arterial hypertension; mannitol, to-
bramycin, and ivacaftor in cystic fibrosis; and vedolizumab and
infliximab in ulcerative colitis and crohn disease.

The least common forms of MEA were outcome based (5
percent). Most of these were agreements between the man-
ufacturer and government for the PBAC to review their rec-
ommendation to list a medicine once additional outcome data
were available from a clinical trial that was underway. Exam-
ples of MIPs with outcome based MEAs include critzotinib in
nonsmall cell lung cancer, and ipilimumab, dabrafenib, pem-
brolizumab, and trametinib in melanoma.

DISCUSSION

Decision to Implement a MEA
This study found consistent use of MEAs in Australia over the
study period and that the implementation of MEAs is part of
the Government’s decision to list for approximately one-third of
new MIPs. Having two or more MEAs for an MIP is a common
situation in Australia. The reasons may include having different
uncertainties addressed for the same MIP or the manufacturer
requesting an additional MEA to enable a higher published
price over and above the MEA implemented to address an un-
certainty. Reviews of MEAs in other countries have not iden-
tified this as a common practice (1;2;14;15;18). However, this
conclusion is tempered by these international studies defining
MEAs differently and excluding some simple financial mea-
sures, such as discounting the unit price of a medicine, from
being reported in the studies (1;2). In our study, discounting to
reduce the published price to that considered cost-effective was
the second most common financial MEA and was combined
with another type of MEA for fifty-five of these fifty-six MIPs.

For 90 percent of MIPs, the implementation of MEAs was
associated with the PBAC decision about subsidy, which in-
cluded identification of uncertainties (17). Current Australian
Government policy allows an MEA to be requested by the
PBAC, the government or a manufacturer (34). We examined
each of the nine MIPs where the PBAC did not recommend
an MEA. We found that each of these MIPs were listed on a
CMA basis and in a therapeutic area where there was an ex-
pected large impact on the budget or where other currently sub-

sidized MIPs had active MEAs and the new and existing MIPs
would be sharing the same financial expenditure caps. The Aus-
tralian Government policy is generally consistent with Euro-
pean countries that have similar evaluation systems for subsi-
dizing medicines.

Ferrario et al. (2015) reviewed the policies of four Euro-
pean countries: Belgium, The Netherlands, Sweden, and Eng-
land. Their study found that the decision-making committees
in Belgium, The Netherlands and Sweden could independently
propose MEAs. The decision-making committees in all four
countries also advised to varying extents on the type of MEA
that was implemented. However, with the exception of Eng-
land, the involvement of decision-making committees from
these three countries was limited to more complex types of
MEA such as those described in Table 3 as financial agree-
ments where patient information is collected or outcome agree-
ments. Simple financial agreements were often implemented by
the governments of the European countries without advice from
their HTA decision-making body (14). Our findings support the
extent of the PBAC’s influence on the Australian Government’s
decisions on all types of MEAs as previously identified in a
limited survey (13).

The largest numbers of MIPs in our study were in the
antineoplastic and immunomodulating group of medicines
(ATC L). Between 2012 and 2015 the Government added 40
medicines with MEAs in ATC L, which is 29 percent of all
PBS listed medicines in this class. As one objective of MEAs
can be to address concerns arising in the decision to subsidize
(17), our results suggest that a larger number of these concerns
arise in oncology and related therapeutic areas, and the Gov-
ernment is using MEAs to assist in providing access as early as
practicable while managing costs for these medicines. The con-
cerns of Australians about the high cost of medicines that treat
cancers and the need to have access as early as possible was re-
cently reported (22) and has been identified in other countries
(35).

Types of MEAs Implemented
We found that in Australia the majority of MEAs were simple
financial agreements with no requirement to collect individual
patient information and operating by means of legal Deeds of
Agreement. These agreements rely on the capacity of existing
or bespoke datasets to provide information on the number of
times a medicine is supplied, the dose supplied, the total cost
of the medicine, and details of the prescriber type, dispenser,
and patient. In Australia, the PBS claim dataset (33) is well es-
tablished, reports are publicly accessible, and it provides com-
prehensive, auditable, reliable, and accurate data that can sup-
port the operation of MEAs (36;37). In addition, these types of
datasets are simple to administer and, therefore, these MEAs
are less expensive to operate than those collecting clinical pa-
tient information (37–39). There has been little reliance on be-
spoke data collection to provide information for MEAs.
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There were two dominant forms of financial agreements
in Australia in this study period. These were reimbursement
to the payer for exceeding thresholds on government expen-
diture and rebating a proportion of the government expendi-
ture to reduce the unit price of the medicine. This latter type
of MEA is an option to make the value of listing acceptable
to the payer, that is, negotiate a lower price for the medicine
to reduce the cost-effectiveness to one that the payer deems to
be acceptable, while benefiting the manufacturer by having an
“apparent” higher price for the product for worldwide refer-
ence pricing. This “artificial” price causes problems for coun-
tries and researchers that use external reference pricing to price
new medicines (40).

In Australia, 40 percent of simple financial MEAs were im-
plemented as a published price in the PBS schedule and a “hid-
den” price that remains confidential; however, the existence of
a “hidden” price is not consistently available in publicly dis-
closed documents. The details of the “effective” price were not
released, except in circumstances stated in the supporting Deed
of Agreement. These types of discounts are widespread in the
European Union and are also a feature in the United States sys-
tems (1;41).

Fourteen percent of MEAs were for financial agreements
that relied on information about the performance of the
medicine. Five percent of these operated through collection of
routine administrative data (the PBS claim dataset). For ex-
ample the dataset recorded the total number of treatment sup-
plied to each patient. Nine percent used information provided
by means of the operation of the prior-approval mechanism and
continuation rule.

The number of MEAs using information provided by pre-
scribers was relatively constant over time in Australia. This
contrasts with the United Kingdom where there has been a
move away from a reliance on prescribers. Since November
2011, 97 percent of MEAs implemented in England and Wales
have relied on simple financial agreements (42). This is in fur-
ther contrast to Italy where the establishment of extensive and
expensive registry “infrastructure” has seen an increase in the
numbers of financial-based and outcome-based MEAs using
prescriber provided patient-level information (43).

The proportion of MEAs in Australia using outcome-based
data was consistently low across the years studied. The most
usual form of outcome-based MEA in Australia was for a re-
view of the evidence that supports subsidy once the results of
a relevant ongoing clinical trial were available. The require-
ment for manufacturers to provide these results was supported
by a deed of agreement. In some cases, but not all, there were
also agreed price changes or reimbursement clauses associated
with the possible range of future results. These MEAs do not
have associated implementation and administration costs for
the government because the studies are already underway and
manufacturers will prepare submissions for the PBAC once the
relevant results are available.

Administration of MEAs
The PBS claim dataset provides a strong base for administering
financial MEAs. This dataset can be used to track financial in-
formation and to provide nonclinical patient level information
through tracking of patient medicine supply at the de-identified
individual level. Access to, and capacity of, well established
and reliable datasets, including clinical outcomes, to support
MEAs is considered an important factor in the success of im-
plementing and administering MEAs (37;41). The usefulness
of the PBS claim dataset for recording details of the supplied
medicines to each individual patient goes some way to explain-
ing the apparent preference for use of simple financial agree-
ments in Australia that rely on the amount of medicine supplied,
details of other medicines supplied, and financial cost.

Some additional clinical patient information for financial
agreements operated through information provided at the time
prescribers sought a prior-approval to continue to prescribe.
The process for prior approval is a standard administrative
mechanism for obtaining access to a limited number of sub-
sidized medicines that is operated by the government. There
was one MEA to collect a measure of response with a direct
financial consequence for the manufacturer and fifteen to cease
subsidized supply that was not tied to a deed of agreement. In
all, cases prescribers provided the required information on the
extent of clinical response to a set of criteria published in the
PBS schedule.

The use of clinical input as a basis for limiting continued
supply of subsidized medicines to those in whom the medicine
is cost-effective, that is, those who are considered responders
against a set of criteria, has raised some questions about eq-
uity and efficiency in the literature (38;44;45). Prescribers and
patients may regard these “rules” as interfering with decisions
about patient treatment (44;45). The information required is re-
ported separately and not integrated with the patient record.
This doubling of administration has been reported in surveys
conducted in other countries as “onerous” and as limiting the
efficient operation of MEAs (38;46). The efficiency of the
“continuation rules” as a MEA has not been extensively evalu-
ated in Australia or elsewhere. Utilization reports in Australia,
on two medicine groups, biologics for rheumatoid arthritis and
cholinesterase inhibitors for dementia, compared the response
rates expected in clinical trials evaluated by the PBAC at the
time of recommending subsidy and the actual response rates.
These studies showed that continuation rates were higher than
anticipated by the PBAC (47;48), suggesting that effective use
of the medicine was being achieved but there were questions
about the cost-effectiveness of the subsidy.

There were a limited number of MEAs that are either
outcome-based or financial-based requiring measurement of
medicine or patient performance. The small number may
be associated with difficulties in implementing these MEAs.
These difficulties arose from a variety of sources such as
lack of infrastructure to support comprehensive data collection,
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difficulty in collecting the necessary data and issues with in-
terpretation of these data, unwillingness of manufacturers to
accept price reductions and of consumers to accept disinvest-
ment of the medicine in the cases where the results do not sup-
port the cost-effectiveness claims for subsidy (3;9;16;44;49).
Electronic data systems that support collection of clinical in-
formation are considered important in facilitating operation of
performance-based and outcome-based MEAs (37;41). During
the study period, development of infrastructure and policies to
support collection of electronic health data that would expand
the PBS claim dataset through linkage to include clinical out-
comes was limited in Australia.

Between 2010 and 2015 there was a Memorandum of Un-
derstanding between Medicines Australia, the representative
body for the prescription medicine pharmaceutical industry,
and the government, establishing a framework for operating
outcome-based MEAs. The purpose of the framework was to
set out how medicines could be subsidized “at a price justi-
fied by the existing evidence pending submission of evidence
of cost effectiveness to support listing at a higher price” (50).
Despite this framework, few outcome-based MEAs were im-
plemented by means of this mechanism. Work on a new frame-
work is under way (51), and this may influence preferences for
the type of MEA used in the future.

Previous reviews of Australian MEAs have identified dif-
ferent numbers of medicines with MEAs but were unable to
identify how many MEAs per medicine due to lack of access
to government documentation. Measured over different peri-
ods of time and using only public sources, Vitry et al. identi-
fied seventy-one medicines (2010–2013), Lu et al. (1998–2012)
ninety-five medicines, and Robertson et al. (2004–09) seventy-
three medicines (19–21), but these studies were unable to iden-
tify all of the MEAs.

It is clear from the current study that there are many more
MEAs operating for each medicine than previously reported,
and that the majority are simple financial agreements. Greater
transparency through acknowledging the existence of all MEAs
implemented, while excluding exact details of the costs, may
reassure other stakeholders in the Australian health system that
government and manufacturers are proactively supporting the
ongoing viability and sustainability of the PBS and are facili-
tating early access to potentially cost-effective medicines.

Limitations of the Study
All MIPs examined were those where an MEA was put in place.
Therefore, a limitation of this study was that it was not possi-
ble to examine if the characteristics associated with MIPs with
an MEA differ from medicines considered and recommended
by the PBAC without an MEA, or considered and not recom-
mended by the PBAC, or MIPs where the PBAC recommended
an MEA and the Government did not implement the PBAC rec-
ommendation. The characteristics were ATC classification, the

type of economic analysis, the type of MEA implemented, and
the implementation method.

A complete list of all MIPs included in this study and the
types of MEA cannot be published owing to confidentiality
considerations.

The MIPs included in the study were the MIPs that pro-
ceeded to listing on the PBS. The count of all MIPs recom-
mended by the PBAC in Table 2 may include a small number
of MIPs that did not proceed to listing in the study period ow-
ing to limitations in information available to check if all these
MIPs proceeded to list on the PBS. Therefore, the denomina-
tor selected for this study was MIPs recommended for listing
without separating out the reasons for a medicine with a PBAC
recommendation not proceeding to list on the PBS or imple-
menting an MEA.

Conclusion
The cost of the PBS is increasing as the population ages and
the prevalence of chronic disease increases (5). At the same
time, consumers continue to have expectations for access to
new medicines, some of which are expensive, and lead to sig-
nificant cost to taxpayers (6). MEAs provide a mechanism to
ensure access to medicines, and to manage concerns for the
government raised before listing, including during the evalua-
tion of these medicines.

Australia has many more of these MEAs implemented than
has previously been reported but the majority are simple finan-
cial agreements using the PBS claim dataset to operationalize
them. Use of more complex MEAs remains low. The question
remains as to whether the MEAs identified in this study were
an efficient and effective way of managing the government’s
concerns.
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