
BAXTER HEALTHCARE PTY LTD

14 April 2004

Dr Andrew Southcott,MP
Chairman
JointStandingCommitteeon Treaties
ParliamentHouseCanberraACT

DearDr Southcott,

We refer theCommitteeto theSideLetter“Exchangeof letterson Blood Plasma”,which
is in theSideLetterssectionof theAustralia— UnitedStatesFreeTradeAgreement(FTA)

document.

The Corporation
BaxterHealthcareCorporationthroughits subsidiariesBaxterBioScience,and Baxter
HealthcarePty Ltd of Australiais oneof theworld’s leadingprocessorsandsuppliersof
fractionatedplasma.

Summary
This submissionis:
1. to elevatetheCommittee’sunderstandingof theBlood PlasmaSideLetter,and

2. to complimenttheCommonwealthGovernment(TheGovernment)on its
perspicacityin bringingabouttheFTA.

Background to the Side Letter
In 1974AustraliasignedtheWorld HealthAssemblyResolutionWHA28-72which

committedAustraliato promoteanationalbloodservicebaseduponvoluntarydonors

and to implementlegislationwhich would protectthehealthof blooddonorsand
recipients.

Thenext20 yearssawtheriseto prominenceof theCommonwealthSerumLaboratoriesand

theAustralianRedCross’bloodservices(nowARCBS).

In 1993/4theCommonwealthSerumLaboratorieswasprivatisedto becomeCSL Ltd and

theGovernmentawardedit a 10 yearscontract(thePlasmaFractionationAgreement-
PFA) to supplyfractionatedplasmato theAustralianstates’healthdepartments.
TheARCBS collectstheblood from donorsandextractstheplasma,andCSL then

processes,fractionates,theplasmafor medicaluse.
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In 2001theStephenCommitteeconducteda comprehensivereviewof theBlood Sectorin

Australiaandfoundthattheexclusivedealingswith onecontractorhad,amongstother

things,satisfiedAustralia’scommitmentto self-sufficiency,andit recommendedthata
furthercontractof 5 yearsbenegotiatedfrom June2004— nowextendedto thebeginning

ofJanuary2005.

NotwithstandingtheStephenCommitteerecommendationstheAustralianNational
Audit Office foundthatthePFAhadbeencostly to thetaxpayer,Baxterbelieved thatthe

Governmenthadsetoverlyhigh standardsagainstplasmaderivativeimports,and

Baxterfurtherquestionedthepre-nominationof only onesupplier,andthefact that the
nextPFAwould, without invitation to othersuppliers,benegotiatedexclusivelywith

oneparty.

BaxterapproachedtheGovernmentwith therequestthatvariousregulationsand
practicesattachingto, andsurrounding,thecloselyheldsupplyof fractionatedplasmabe

changed,sufficientto allow otherrecognisedsuppliersto openlytendertheirproducts
for considerationby theGovernment.

Baxteremphasisedthen,andstill does,thattheoriginal supplyarrangementproperly

reflectedtheageandstageof theindustryin 1994— butby themillennium it hadbecome

seriouslyoutdated.

To extendthatarrangementfor at leastanother5 years,andby a secretlynegotiated

contractwith only oneparty,wasnot in keepingwith theGovernment’spolicieson

transparencyandcompetition,its dedicationto providethebest-valuehealthcare
andits commitmentto world’s bestpracticein thatfield.

Nevertheless,in 2002it is trueto saythatGovernmentwasreluctant- asit preparedto
negotiatea furthercontract— to changeits existingpractisesandregulations.

The Current Status of Blood Plasma
Baxterreferredits concernto theUnitedStatesGovernmentwhich thenaddedtheissue

to its agenda,andin 2003thetopicwasdiscussedatlength in theFTA negotiations.

TheSideLetterdescribestheresultsof thosenegotiations.
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Mr Chairman,BaxtercommendsAustralia’sFTA negotiatorswho workeddiligently to

understandthis complicatedandsensitivetopic andwho thenwith theirUSA
counterpartssuccessfullyachievedamutuallybeneficialsolution.

BaxterfurthercommendstheGovernmenton theFTA asa whole,andasksthatthe

Committeeindicatesits approvalof theAgreementto theParliament.

Yourssincerely,

Con G. TsonisPhD, MBA
GroupMarketingManager- BioScience
Baxter Healthcare Ply Ltd
1 BaxterDrive
Old ToongabbieNSW 2148
Australia
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