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Uptake of new medicines: 
the Pharmaceutical 

Management Agency of New 
Zealand (PHARMAC) in the 

international context
Rajan Ragupathy, Zaheer-Ud-Din Babar

We read Barber and Sheehy’s 
recent analysis of the time 
for PHARMAC to fund 

pharmaceuticals recommended by the 
Pharmacology and Therapeutics Advisory 
Committee (PTAC) with great interest.1 

Quantifying the gap between what the 
health system could ideally provide, and 
what is actually provided at any given 
time, is vital in debating the trade-offs in 
the public funding of pharmaceuticals. We 
would like to add further to the authors’ 
discussion of this topic. 

The authors note that the time to fund 
particular pharmaceuticals recommended 
by PTAC varies greatly, and is not correlated 
to the clinical priority assigned by PTAC. 
However, they do not explore possible 
reasons for these findings, stating “It is 
difficult to understand, however, why in 
some instances medicines with a lower 
PTAC priority have been funded ahead of 
those with a high priority”.1 We believe the 
answer lies in considering the operation 
of PHARMAC in the international context, 
and particularly the differences between 
PHARMAC and comparable agencies

PHARMAC differs from many of its coun-
terparts in that it both decides whether 
a pharmaceutical should be funded and 
reprioritises the funding needed.2 No new 
pharmaceutical—regardless of its clinical 
priority—can be funded unless room can be 
found or made within the capped pharma-
ceutical budget to pay for that particular 
decision. However, this is different in 
the United Kingdom. There, the National 

Institute of Care Excellence (NICE) makes 
the decisions, but does not reprioritise 
funding. Reprioritisation is left to regional 
fundholding bodies, which are legally 
obliged to implement NICE decisions.3,4 
This approach potentially allows for faster 
uptake of new pharmaceuticals.4 However, 
it comes with its own risks. If the health 
gain from the new pharmaceutical is less 
than those of a health service that must be 
foregone to pay for it, then perhaps, the 
result is a net loss to public health.3 

PHARMAC also differs from its coun-
terparts, such as NICE and the Australian 
Pharmaceutical Benefits Advisory 
Committee (PBAC), in that it directly nego-
tiates prices of all pharmaceuticals with 
manufacturers, and uses this as part of the 
funding decision cycle.2 PHARMAC uses a 
variety of techniques to obtain favourable 
prices, including competitive tendering, 
generic switches, bundling arrangements 
and therapeutic reference pricing.2 The 
opportunities to obtain a favourable 
price for any given pharmaceutical could 
therefore change due to factors such a ther-
apeutic analogue going off patent, a tender 
competitor being willing to offer a lower 
price to gain market share, or a bundling 
arrangement due to the market entry 
of an unrelated product from the same 
manufacturer. These factors could explain 
why pharmaceuticals given a lower PTAC 
priority may in fact be funded earlier. 

It is also worth remembering that phar-
maceutical patents have a limited life, 
and PHARMAC has in the past been able 
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to achieve major price reductions when 
a given pharmaceutical goes off patent.2 
Any externally imposed time constraints 
for PHARMAC to fund a given pharmaceu-
tical could hamper PHARMAC’s ability to 
find the ‘sweet spot’ in its patent life, and 
thereby reduce the very efficiency cited by 
the authors.1

For these reasons, caution is needed when 
drawing analogies between PTAC recom-
mendations awaiting funding, and waiting 
lists for elective services such as surgery. 
The latter typically rank patients by clinical 
priority, and often set maximum waiting 
time for each patient.5 This is feasible 
because moving Patient A to the head of 
the surgical queue would, all things being 
equal, displace ‘only’ Patient B. Moving 
Pharmaceutical A prematurely to the head 
of the funding queue could potentially 
displace funding that could pay for Pharma-
ceuticals B, C and D, thereby resulting in a 
net loss to public health, despite the indi-
vidual merits of Pharmaceutical A.3 

The authors correctly note that New 
Zealand, unlike Australia, has a capped 
pharmaceutical budget. Space precludes a 

full discussion of the benefits and drawbacks 
of capped budgets, particularly as these 
have been recently discussed elsewhere.6,7 
We note, however, that Australia is also 
considering a pharmaceutical budget cap.6 
Furthermore, the Australian government has 
in the past blocked pharmaceutical funding 
decisions to restrain costs.8 

We conclude by noting that every country 
makes often unpalatable trade-offs in 
publically funding pharmaceuticals. New 
Zealand undoubtedly has delayed access to 
pharmaceuticals compared to many other 
countries.4,9,10 However, the positives in 
New Zealand are that it has universal phar-
maceutical coverage (compared with, for 
example, the United States), and nationally 
consistent access for outpatient and hospital 
pharmaceuticals (compared with ‘post-code 
prescribing’ in the United Kingdom).4 
Patient cost-sharing for funded pharmaceu-
ticals is lower than many other countries, 
and New Zealand also has the certainty of 
pharmaceutical cost containment.4,9 Debate 
about the right balance between these 
competing priorities is of course healthy, 
and it is a topic we heartily encourage 

further research and 
discussion on.  
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