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Ensuring a Healthy Future/Health Funding Sustainability work 
Issues for discussion on Tuesday 6 December 
 
1 What have we identified as key strategies for improving effectiveness from health 
spending- delivering better outcomes cost effectively? 
Connection with previous discussions: 
What’s driving health expenditures? 

• While in the short run government funding choices can significantly influence health 
expenditures, in the longer run the dominant driver for health expenditure across OECD 
countries has been rising incomes and expectations of the health services. For the NZ 
system, in real terms this expenditure growth has been significantly influenced by technology 
which has allowed safer treatments for wider groups of the population. But much of this 
“creep” has been driven by clinicians with limited processes that measure overall 
effectiveness of spending in one area compared to others, or that drive efficiency within an 
area. 

• In contrast, changing demography is only expected to have a limited impact on future heath 
expenditure for NZ. 

• A future health cost driver is the changing burden of disease- increasing costs associated with 
chronic illnesses and lifestyle-related diseases. This will place increased focus on aspects of 
a “wellness system” as contrasted with a largely “sickness based system”, with a 
consequential need for (or certainly benefit from) greater involvement of citizens in making 
“healthy choices”.  

Withheld under section 9(2)(g)(i) 
Intelligent purchaser 
Our work has identified: 

• A very patchy evidence base for the cost-effectiveness of health spending; 
• Clear evidence of varied outcomes, expenditure levels, and performance across DHBs within 

specific service areas;  
• Considerable scope for, and interest from, clinicians to be more closely involved in helping 

improve outcomes (patient satisfaction as well as efficiency and effectiveness);  
• Some DHBs which are taking the challenge of getting better health outcomes within budgets 

more seriously- innovating with models of care and benchmarking areas of performance; and 
• Something of a vacuum in the centre of the health system where scope exists to draw 

together best practice and more evidence on cost effective care, and use that to drive 
performance across the sector. 

 
To make progress, we recommend that a series of reviews of services is commissioned (in areas for 
example such as diabetes, health of older people, cancer). They would look at current activity 
(covering clinical issues and cost effectiveness) as well as issues that are likely to emerge over the 
next 10-15 years. Key deliverables from the reviews, which in part distinguish them from existing 
health goals and strategies, would be: 

• Clear and quantifiable goals or choices for the desired outcomes/performance levels (eg a 
reduction in avoidable mortality from XXXXXX by 15% by 2015) based on the best available 
evidence; 

• Clearly specified plans or implementation strategies that indicate how expected goals will be 
achieved, including resourcing implications (eg financial costs, workforce implications, and 
regional service delivery impacts); and 

• Over time, the reviews would form the basis for reallocation within health spending and the 
evidence-base informing future choices about the level and direction of health spending. 

We would expect significant involvement by clinicians in the reviews, alongside DHB and Ministry of 
Health staff.  
 
We also envisage a need for a central group to draw together the common threads from the reviews 
(as well as coordinating the reviews themselves). These common issues would include workforce 
implications, use of performance information, regional service implications, design of incentive and 
accountability systems for clinicians and other providers 
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2 Options for moving forward- the intelligent purchaser role 
Structure and process 

• Your key decisions are about how quickly you want this review process to be carried out, 
and how much of a shift you want to see made in the quality of “planning”. Our view is that a 
step change from current processes and expectations is required which needs clear 
leadership and an emphasis on cost-effectiveness evidence. 

• The Ministry of Health is moving towards our recommended solution, but they have seen the 
reviews as more limited (mainly new spending) and as largely Ministry based exercises. Our 
emphasis would be on reviews of illnesses which generate the biggest areas of avoidable 
mortality and morbidity, and should cover the bulk of spending (where at least there is prima 
facie evidence for outcome and effectiveness gains), with significant sectoral/clinician input. 

• Setting up an independent group reporting to ministers would be the fastest way to get a 
change, but will be crucially reliant on the appointment of leaders and staff who could drive 
the new focus. Early indications are that DHBs are likely to be strongly supportive of this sort 
of approach. We will have further material on a possible initiative along these lines. 

• A slower approach would involve continuing to put pressure on the Ministry of Health to 
improve the cost-effectiveness evidence base for health spending. This could be 
accompanied by a clear expectation for the new CE (July 2006). Our experience with other 
departments  would suggest however that a significant change in departmental performance 
could take a further 12-24 months. 

 
Other issues 

• We have requested a deferral until the end of February for the joint with with MoH on the 
Expenditure Review; 

• We have not yet discussed any of the IDR work with Minister Hodgson. 
• We will need to give some indication of the path ahead (if any) of our work to the range of 

contacts we’ve established in the sector. 
 


