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Ensuring a Healthy Future/Health Funding Sustainability work 
Issues for discussion on Tuesday 14 June 
 
1 Key drivers of costs/system requirements and options for tackling them 
Demographics 

• The table below summarises the potential impact on health costs of a range of core 
demographic/health effects, expressed as a percentage of GDP.  

 
 2002 2025 2051 

Base Case (derived from an average of past 
experience) 

6.2% 8.7% 13.5% 

+/- 1% on “coverage & price” assumption - +2.1 / -1.8% +8.3 / -5.1% 
+/- 0.5% on disability assumption - -0.5 / +0.5% -1.7 / +2.3% 
+/- 0.5% on mortality assumption - +0.2 / -0.2% +1.2 / -1% 
 

• Coverage and price impacts historically have had the most significant effect – generally 
outweighing any demographic effects. Biggest issues looking ahead will be managing 
scope changes and achieving productivity gains. Some smaller gains from finding effective 
strategies to reduce disability. See pages 1-5 in the attached supporting note for additional 
details.  

• Looking forward we expect to see improved health status flowing through into reduced 
levels of disability and longer lives:  

 2002 2030 2051 
Percent of population aged 65 + 11.9% 19.2% 23.9% 
Percent of population aged 70 + 8.5% 13.7% 18.3% 

• Withheld under section 9(2)(g)(i) 
• Implications of ageing for disability policies- expectations change (caring for elderly parent/s) 

and what constitutes disability, eg depression. Still need to explore issues and possible 
responses further. 

• Implications of ageing for increased scope and coverage - a mixture of political pressure 
and a consequential rise in the health benefits (we are already providing hip operations to 
some 90 year olds) 

 
Technology 

• Broadly defined, there is strong evidence that technology change has been a key driver of 
health expenditure. It has both cost reducing as well as cost increasing effects (see pages 
6-9). The key issue that emerges is how change is managed- identifying cost effective 
changes, disseminating improved processes and practices, and avoiding unintended 
creep/lobbying pressure for high cost options. Costs and benefits are often relatively 
uncertain at early stages, but pressure for adoption may be high, driven by a wide variety of 
factors. 

• Technology change does not need to be a cost driver. There is evidence from Finland of 
achieving overall cost reductions in the 1990s through use of biotechnology to change 
hospital practice. 

• The examples quoted in attached pages 9-10 provide an indication in the wide range of 
potential cost effectiveness of some pharmaceuticals. The case studies also illustrate the 
pressures placed on the decision making processes- with some indication that using an 
arms-length process through Pharmac enables consistent application of cost-effectiveness 
criteria (e.g. Meningococcal versus Cox-2 Inhibitors). 

•  There is some work currently underway developing improved processes for regional and 
national decision-making which appears promising (pages 10-15). 
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Burden of Disease 
• BoD is changing surprisingly fast. Need for good data and effective response mechanisms. 

Looking again at the meningococcal vaccine issue, the latest MoH publication (2004) uses 
data that relate to 2002 (555 notifications of infectious disease) but publicly available data 
from ESR indicates that notifications are falling- 499 in 2004, and 339 in the 12 months to 
June 05. 

• Core conclusion is that in the last two decades there has been an increase in the burden of 
diseases associated with affluence. This presents new challenges to system organisation 
including the provision of preventative services. More detail in pages 16-20. 

 
Productivity and efficiency 

• At a recent discussion a leading orthopaedic surgeon commented that he was only able to 
do 3 operations in 8-9 hours in the public hospital where he worked, but managed to do 4 in 
half a day when working in a nearby private hospital. Attitudes to risk and the ability to 
respond quickly and innovatively seemed to be the main factors. He saw clinician 
involvement as crucial to helping lift productivity and believed that clinicians have become 
disengaged over the last 15 years.  

• We have yet to engage with hospital managers. 
 
2 Intelligent purchase role 
Specific issues arising from current patterns of delivery 

• Geographical variation- The “Hip Op” tour story, data in page 24. Clear evidence of 
substantial variations in the likelihood of treatment, depending on where you live (typically 
between 100 and 300% difference in each elective area). Little confidence in the 
comparability of assessments made in different DHBs using the points system and a 
consequential lack of consistency in referrals and treatment against “equal need”. Looking 
forward, it suggests a real need for effective engagement with GPs and specialists involved 
to identify the real barriers and needs- policies do not always translate at ground level in the 
way they were designed.  We still need to explore the interface with ACC. 

• We have yet to build up evidence on the spread of costs across regions for similar activities.  
Challenges from key drivers 

• Any change to the number or boundaries of DHBs needs to be made by Order in Council, 
following certain consultation requirements, not later than 30 April in a year of local body 
elections (s19 NZ Public Health and Disability Act)- ie 30 April 2007. 

Initial work on goal and tensions in an intelligent purchase role 
• Pages 21 to 23 cover our initial thinking on this issue. We will take it further in light of the 

evidence on overall cost effectiveness and the challenges presented by options for dealing 
with key drivers. 

 
3 Process issues 
 Joint report with MoH, meeting with Ministers King and Hodgson (27 June) 

• The key part to focus on are the questions on pages 12 and 13. Most questions are worded 
in a way that makes a “yes”  the obvious answer- the tensions will arise largely from the 
next layer of work, but some sense of your appetite/sensitivities would help shape the work. 
From our perspective, a very strong steer from ministers on the bullet about looking at 
options for “an on-going process to select and analyse existing and new services for 
effectiveness in achieving health gains” would help to push the “intelligent purchaser” work 
forward. 

 
Broad issues: 

• next meeting with you- mid July? 
• reporting process: next report to cover: 

o process and key issues for Budget 2006 
o firmer estimates of the scope for gains and the key choices involved 
o clearer suggestions for the design and implementation of an intelligent purchase 

function. 


