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 Column A Status – set this to “Completed” if the initiative has been completed 
 Column H Completed Milestones – move completed milestones from Milestone 1/2/3 columns, and provide 

completion dates for each milestone
 Columns I/K/M Milestone 1/2/3– make sure Milestone 1 describes the next immediate milestone, and 

“move up” milestones from Milestone 2/3 as required
 Columns J/L/M Due Dates 1/2/3 – make sure you only enter dates in these columns, and use approximate 

dates if necessary (eg, “15 Mar 2023”, instead of “mid-March 2023”)
 Column O Future Milestones – “move up” milestones into Milestone 1/2/3, and add any new ones on the 

“tail-end” of Future Milestones as required
 Column P General Notes update as required.

 On each identified row, please also check and ensure that you address the requests from the Minister’s 
Office/DPMC (described in points 2 and 3 above)

 Please arrange for sign-out for your updates, and email confirmation of that sign-out to 
guanlye.chua@health.govt.nz

THE DEADLINE THIS TIME

 The deadline for you to complete your updates and provide sign-out confirmation is 5 PM, Friday 9 
September 2022

NEXT STEPS, after Friday 9 September 2022

1. On Monday 12 September 2022: your updates will be reviewed by the Financial Strategy and Monitoring 
team in Manatū Haoura, and endorsed by the CFO.

2. On Tuesday 13 September 2022: the full tracker file will be forwarded to the Offices of Di Sarfati, Riana 
Manuel and Margie Apa for their information/review.

3. On Friday 16 September 2022: the full tracker file will be submitted to the Office of the Minister of Health
4. On Tuesday 20 September 2022: Joint Ministers will refer to milestones and due dates in the submitted 

tracker file in their meeting.

FUTURE UPDATES AFTER THIS ONE

 You will need to provide updates to the Minister’s Office Tracker file for each future Joint Ministers’ 
meeting.

 We will send you a link to new instance of the tracker file for each such update (the link in this email will not 
work for those future updates).

 Future Joint Ministers’ meetings up to December 2022 are scheduled as follows:

 4 October 2022 – this means you need to provide another update to the tracker by Friday, 23 September 
2022

 9 November 2022 this means your update for this meeting needs to be available by Friday, 28 October 
2022 

 7 December 2022 – this means your update for this meeting needs to be available by Friday, 25 November 
2022.

Thank you.
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This information is required by 1 PM tomorrow – apologies for the short timeframe, but we were only told 
yesterday ourselves.

What is asked of you:

1. Can you please check and confirm/update the tracker worksheet from the Minister’s Office (provided in the 
link above)?

The rows you need to look at are rows: 6, 73, 105, 107, 141, 170.

1. Please complete this update by 1 PM tomorrow (Wednesday 15 June 2022).

The updates that are required from you on the tracker sheet:

1. Please look for all rows 

with your name in column J 

– you can do this easily 

by filtering for your name 

(as shown in the 

illustration on the right)

1. For each row that has your 

name on it:

a. confirm/update the Status
(in column A) of the 

initiative/commitment

 “Complete” if the 

initiative/commitment has 

been fully delivered;

 “In train” if actions on 

the initiative/commitment 

has been started, but the 

initiative is not fully 

delivered;

 “Not started” if the 

actions on the 

initiative/commitment has 

yet been started;

 “Overtaken” if the need 

for the 
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initiative/commitment has 

been overtaken by events.

a. confirm/update whether it 

has been Announced (in 
column B) –

a. “Yes” if it has been made 

announced or knowledge of 

it is in the public domain

b. “No” otherwise

a. confirm/update which 

Minister (in column C) is 
responsible

b. and, if you need to add 

notes (if needed) in column 

K (internal use) or column 

S (to be made known to the 

Minister/PM’s Office

(see illustration on the right)

1. For future updates (ie, not 

needed this time): 

For initiatives/commitments 

that are not yet 

“completed”, please 

consider what their 

milestones and due dates 

(columns L – R) would be.

1. Please email

guanlye.chua@health.govt.nz

to inform us that you have 

completed your update

Thanks.

Ngā mihi,
GL
---

Guan Lye Chua (he/him)

Principal Advisor
Financial Strategy and Budget
Corporate Services

Ministry of Health l Manatū Hauora
a: 133 Molesworth Street, Wellington 6011
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Intervention Logic Map (Related to Section 3) 
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Appendix One – Pharmac Price, volume, mix 
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Intervention Logic Map (Related to Section 3) 

 



BUDGET-SENSITIVE 

 BUDGET-SENSITIVE 16 

Appendix One – Pharmac Price, volume, mix 
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Detailed breakdown for internal use 
Updated Budget bid analysis for new investments (updating tables previously presented 
to the Board based on latest ranking)

Staff provided the ‘good value’ investment line as an indication of our early thinking. 
These amounts at the time indicated funding for Budget 2022 and Budget 2023 ie. $191 
million over two years. This reflects a budget uplift to progress new investments only. It 
does not reflect costs pressures outlined further down.

Incorporating our latest prioritisation of proposals as at 1 November 2021, the options 
have changed significantly. 

Updated detailed analysis of OFI at differing levels of funding

We have considered how far we could progress down the current OFI list, and what new 
investments could be achieved, for various levels of additional funding. The following 
tables provide more detailed analysis of the options considered. 

Table 4 presents options based on the anticipated value of investments within those 
various levels of funding. The average QALY per million across proposals is used in the 
table below as a proxy indicator of value. Table 5 presents options based on the 

1 Costs are cumulative. Option B includes costs from A. Option C includes costs from A and B. 

s9(2)(j)
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cumulative impact of splitting the OFI into thirds – the last option includes all proposals 
on the OFI. 

Notes: 

 DHB costs include additional testing and service impact costs outside of the CPB. 

 Equity refers to proposals where there is a higher burden of disease or other 
epidemiological disease feature (incidence, prevalence, mortality or disability rate) 
for Māori, Pacific or other groups who experience health disparities. Equity 
considerations refer to the health need of the population and does not indicate if 
proposed medicine would address this inequity. 

s9(2)(j)

s

s

s9(2)(j)
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Forecast and cost pressures

The following table outlines the forecast expenditure and our best estimate of expected 
COVID-19 related cost pressures. This excludes any funding uplift for new investments. 

Whilst our COVID-19 supply expenditure in 2020/21 were mostly one-off, we are now 
seeing ongoing costs starting to hit now.  These include significant price increases for 

2 Removes costs identified as COVID-19 related

s9(2)(j)

s9(2)(j)
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replacement products following the withdrawal of Apotex from the New Zealand market
and other price rises through the annual tender and out-of-stock management options. 
Additionally, some new medicines may be needed to address impacts of COVID-19 and 
border closures on other infectious diseases (respiratory syncytial virus (RSV), 
pneumococcal disease strains). These costs will be ongoing. 
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MEMORANDUM FOR BOARD MEETING 24 SEPTEMBER 2021 
 

To: Pharmac Directors 

From: Chief Executive 

Date: September 2021 

___________________________________________________________________ 

Multi-year Funding Approach for the Health and Disability System 

Recommendations 

It is recommended that you: 

note Cabinet agreed in April 2021 to establish a new multi-year funding framework 
for health  

note that Cabinet shall be considering in October 2021 how the multi-year funding 
framework shall be implemented  

note that Treasury, the Ministry of Health and the Transition Unit see the multi-year 
funding pathway approach being applied to the Combined Pharmaceutical Budget  

note the proposed multi-year funding approach from Budget 2024 

note the proposed interim funding arrangements for Budgets 2022 and 2023 

note that we will continue ongoing engagement with Treasury, the Ministry of Health, 
the Transition Unit and when established Health NZ 

note that we will provide the Board with updates on progress at its October and 
November meetings.   

 
Purpose 

The purpose of this paper is to outline for Board the high-level proposals for the multi-year 
funding framework for health that the Government has agreed to progress and the 
implications of the proposed multi-year funding pathway for the Combined Pharmaceutical 
Budget (CPB).   

 
Strategic Direction 

This paper links to Pharmac’s core purpose: to secure for eligible people in need of 
pharmaceuticals, the best health outcomes that are reasonably achievable from 
pharmaceutical treatment and from within the amount of funding provided. 
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Background 

The current fiscal management settings for health have contributed to poor strategic 
planning, weak financial controls, and in recent years, significant growth in District Health 
Board (DHB) deficits. The health reforms announced by the Government in April 2021 
provide an opportunity to give decision-makers, from Ministers to the frontline, the right 
information, permissions and incentives to manage health funding over the long term.  

The health sector has consistently told Government that an annual cycle with decisions 
coming late in the year and a focus on year-on-year fiscal variances really impedes planning 
processes. Health reliably receives additional funding at every Budget. But key decision-
makers in the system usually don’t know the size of the increase for the coming financial 
year until about six weeks before the year begins. This drives a short-term bias to managing 
costs and investments rather than having the ability to take a longer-term focus. The annual 
cycle of planning and budgeting is too short to support meaningful strategic trade-offs and 
choices. 

In April 2021 Cabinet agreed to establish a new multi-year funding framework for health that 
provided greater budget certainty for the health system and the Crown. Ministers 
subsequently agreed high-level proposals for the multi-year funding approach, and these are 
outlined below. Cabinet shall be considering in September the detail as to how the multi-year 
funding framework shall be implemented. 

 
Multi-year funding framework 

Objectives 

The multi-year funding framework aims to support the Government’s vision for health reform. 
This includes better planning to enable a sustainable shift in activity toward primary and 
community care. To address affordability challenges in health, the mechanics and features 
of a framework and wider system settings seek to support improved: 

• financial sustainability  

• financial control 

• financial transparency. 

The framework seeks to appropriately balance the need for certainty and flexibility for both 
the health sector and the Crown. Treasury thinks affordability can be achieved via a funding 
path that: 

• is set at a level that is credible to the sector 

• builds in an efficiency/productivity dividend  

• has a long enough planning horizon to give Ministers meaningful choices about the size 
of the health system over time 

• is nested within broader health system settings designed to support better planning and 
financial control. 
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Proposed multi-year approach 

Two key judgements, informed by New Zealand history and international experience, 

underlie the proposals for the new fiscal management framework for health:  

1. Healthcare costs will keep on growing. A realistic goal is to seek efficiency and 

productivity gains to reduce the rate of growth and improve outcomes, not to reduce or 

maintain fixed nominal health costs.  

 

2. In pragmatic political terms, the Government must provide ongoing funding for at least 

existing levels of healthcare.  

On these grounds, the framework proposes that the Government commits upfront to, reflects 

in fiscal strategy, and strongly enforces a credible upper limit (ceiling) across a three-year 

period, while asking the health sector to plan beyond this period on the basis of a credible 

minimum funding track (floor).  

At Budget 2024 the first three-year ceiling would be agreed alongside the first New Zealand 

Health Plan (NZHP) to provide for cost pressures, new investments/programmes (both 

operating and capital) and a risk buffer.  

The NZHP would provide a medium-term service plan beyond the three-year period, on the 

basis of a Cabinet-agreed formula-based minimum funding track (ie floor) from 2027/28. The 

formula would also be agreed by Cabinet (likely capturing wage/price/demographic 

change/technology, with a negative multiplier to set expectations regarding efficiencies). 

Pharmac input will be required as investment in medicines and medical devices will be an 

important component of the NZHP. The diagrams below summarise arrangements for 

Budget 2024 and Budget 2027. 
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Having set the high-level policy and funding framework via a Government Policy Statement, 

in commissioning each future NZHP, the Ministers of Health and Finance would ask for a 

plan based on the minimum funding track, with scenarios/options for additional investment 

above it. The difference between the minimum funding track and any higher agreed scenario 

would impact fiscal indicators (unless managed within budget allowances). 

In 2027, the next three-year ceiling would be agreed for the subsequent three years, with the 

formula-based minimum funding track (floor) continuing beyond that. 

Core to the proposed funding framework is the three-year spending ceiling being treated as 
a hard upper limit. The three-year spending ceiling would include a provision for new 
investment, as well as risk buffers to manage uncertainties and options for Ministers to make 
adjustments or addendums to the three-year ceiling. The finer details as to how the budget 
arrangements will operate will be considered by Cabinet in October 2021. 

Prerequisites for shifting to a multi-year funding approach 

A multi-year funding arrangement must be nested within broader health system settings 
designed to support better planning and financial control. This includes governance and 
accountability settings, clinical engagement/buy in to the planning process, and a clear plan 
for managing workforce planning and employment relations. A significant amount of work 
remains to be done on these aspects of the health reform. Some settings will not go live until 
Health NZ has been established (1 July 2022) and/or sit within the jurisdiction of the Health 
NZ Board. 

As mentioned, decisions are being sought from Cabinet in September to ensure alignment 
with the proposed legislative provisions on planning and reporting frameworks (in particular 
the provisions relating to the NZHP). A draft Bill is currently in progress.  

Treasury thinks the first multi-year funding arrangement, to be agreed at Budget 2024, 
should be contingent on all the other aspects of the new health system settings being in 
place (refer to diagram below). If, in the lead-up to Budget 2024, Ministers are not satisfied 
that the overall planning and control environment is adequate to manage risk, they could (for 
example) agree another interim settlement or use statutory monitoring and intervention 
powers to address any deficiencies.  
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Pharmac implications 

The Board has previously discussed on multiple occasions its support and wish for a longer-
term CPB funding pathway that grows over time to keep pace with growing demands (i.e. 
increasing costs, growing population, increasingly diverse health needs, equity gaps) and 
the increasing availability of good value investment options. Having greater certainty about 
future funding growth would allow Pharmac to develop longer-term planning for investing in 
medicines, and to: 

• more proactively seek out medicines to address health needs of New Zealanders 

• address equity gaps for priority populations  

• support long-term population health strategies and goals 

• engage earlier with the health sector on future investments, to better inform their long-
term planning and prepare for the likely impacts to service delivery. 

The Treasury and the Transitional Unit have confirmed that the CPB will be part of the 
proposed multi-year funding arrangements. We will be expected therefore to contribute to 
the NZHP and the multi-year funding pathway from Budget 2024. We will continue ongoing 
engagement with Treasury, the Ministry of Health, the Transition Unit and when established 
Health NZ to ensure that we are aligned and input to the new health system settings. 

 
Transitional arrangements for Budgets 2022 and 2023 

In the transition period, it will be important that the health sector can focus on change 

management, implementation, and getting all the prerequisites in place ahead of Budget 

2024. Details are yet to be agreed by Cabinet, but to support the health sector through this 

establishment period a transitional funding approach is being proposed that: 

• establishes the health sector on day one with no deficits, and enough funding to stay 

deficit-free through the reform period 
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• provides enough medium-term certainty for Health NZ and the Māori Health Authority to 

work with the health sector on a credible first NZHP 

• is sufficiently flexible to allow for realities of a complex transition process. 

The transitional funding package at Budget 2022 is likely to comprise the following key 

components covering a two-year period: 

• Health system ‘rebase’: A significant one-off operating funding uplift to establish Health 

NZ as a going concern from 1 July 2022. 

• Cost pressure adjustment: Sufficient funding for volume/price pressures to get the 

system through to Budget 2024 – effectively, two Budgets’ worth of funding agreed 

upfront. 

• New investment: Ministers will likely want to make additional investments to support 

core ambitions of the health reforms, eg primary care, equity/access, digital.  

• A risk buffer: To cover unforeseen costs emerging through the establishment of Health 

NZ, and to wash-up any discrepancies with the final audited DHB deficits of 2021/22.  

 

Pharmac Implications 

Our historical annual budget bid process with DHBs, whereby we provide joint advice to the 
Minister of Health on the level of the CPB, is no longer applicable given the health reforms 
and the proposed arrangements for the multi-year funding pathway. We have asked 
Treasury and the Ministry of Health for formal advice regarding the CPB budget bid process 
(i.e., whether there is a requirement for Pharmac to engage with DHBs) and at the time of 
writing this Board paper we had not yet received this advice. 

With the transitional arrangements we are currently working through CPB funding options for 
Budgets 2022 and 2023 (refer to Board agenda item 8.2). These options take into account 
our current and forecast budget position, the need to factor COVID-19 costs into the 
baseline budget, current good value investments on the Options for Investment list and what 
future medicines may be coming down the pipeline. Feedback from the Board will be sought 
which will then inform discussions and engagement over coming months with the Treasury, 
Ministry of Health and the Transition Unit. 

Treasury staff met with the external Pharmac Review Chair and Secretariat in August and 
outlined the proposed multi-year funding approach. Treasury told the Review that they see 
these arrangements as being applicable for Pharmac as part of the health reforms. 

 
Impact for Māori 

Māori health considerations are an integral part of Pharmac’s Factors for Consideration and 
are applied in the prioritisation and ranking process for new medicine investments; with the 
goal of advancing Māori health and aspirations: Tino Rangatiratanga; Partnership; Active 
protection; Options and Equity. 

 
Equity Implications 

Pharmaceuticals are ranked using the Factors for Consideration including: conditions 
affecting Māori and other groups experiencing health disparities; patients experiencing more 
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severe health conditions (health need of the person); patients with limited access to 
alternative treatments (availability and suitability of pharmaceuticals); conditions with 
significant impacts on caregivers and family (health need of others) and Government 
health priorities (includes equity). 

 
Financial Implications 

Proposed financial implications for the CPB will be considered as part of Budget 2022.  The 
Board will be kept informed of progress over coming months.  
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From: Andrew Powell <Andrew.Powell@health.govt.nz> 
Sent: Wednesday, 22 September 2021 12:02 pm
To: Michael Johnson <michael.johnson@pharmac.govt.nz>
Subject: FW: Budget 2022 - CPB

Hi Michael, 

The Minister’s Office has asked for information about the potential impacts of a scaled option for the CPB increase 
of $200m over 4 years, i.e. similar to what was provided last year. Could you advise the implications if there was a 
flat increase $50 million per annum?

Also what would be the implications if no increase were provided.

If you were able to get back to me soonish (i.e. end of today at the latest), this would be much appreciated. 

Cheers, 

Andrew.

From: Andrew Powell <Andrew.Powell@health.govt.nz> 
Sent: Thursday, 9 September 2021 12:13 pm
To: Michael Johnson <michael.johnson@pharmac.govt.nz>
Cc: Kevin Davies <Kevin.Davies@health.govt.nz>
Subject: RE: Budget 2022 - CPB

Thanks Michael, 

Its great to have this input. 

Advice will be going up to the Minister next week and he is expected to write to the Minister of Finance on 23 
September regarding the initiatives he supports. The Minister of Finance is then expected to respond in early 
October by inviting bids for the initiatives he also supports, and formal bids will need to be submitted by 10 
December for those invited bids.

We’ll keep I touch on the CPB bid as we go through this process.

Cheers, 

Andrew

From: Michael Johnson <michael.johnson@pharmac.govt.nz> 
Sent: Thursday, 9 September 2021 12:02 pm
To: Andrew Powell <Andrew.Powell@health.govt.nz>
Cc: Kevin Davies <Kevin.Davies@health.govt.nz>
Subject: RE: Budget 2022 - CPB

Hi Andrew

Please find attached early indicative numbers for the CPB.

Happy to discuss

Cheers












