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In July 2016, New Zealand introduced a new approach to measuring and monitoring health system per-
formance. This ‘Systems Level Measure Framework’ (SLMF) has evolved from the Integrated Performance
and Incentive Framework (IPIF) previously reported in this journal. The SLMF is designed to stimulate

Accepted 26 May 2017 a ‘whole of system’ approach that requires inter-organisational collaboration. Local ‘Alliances’ between
government and non-government health sector organisations are responsible for planning and achiev-

Keywords: ing improved health system outcomes such as reducing ambulatory sensitive hospitalisation for young

Health system performance K . . . . .

Policy children, and reducing acute hospital bed days. It marks a shift from the previous regime of output and

process targets, and from a pay-for-performance approach to primary care. Some elements of the ear-
lier IPIF proposal, such as general practice quality measures, and tiered levels of performance, were not
included in the SLM framework. The focus on health system outcomes demonstrates policy commitment
to effective integration of health services. However, there remain considerable challenges to success-
ful implementation. An outcomes framework makes it challenging to attribute changes in outcomes to
organisational and collaborative strategies. At the local level, the strength and functioning of collabora-
tive relationships between organisations vary considerably. The extent and pace of change may also be

constrained by existing funding arrangements in the health system.
© 2017 The Authors. Published by Elsevier Ireland Ltd. This is an open access article under the CC
BY-NC-ND license (http://creativecommons.org/licenses/by-nc-nd/4.0/).

New Zealand
Performance measurement
Collaboration

1. Introduction devolved to 20 District Health Boards (DHBs) who govern, purchase

and/or provide health and disability services for their geographi-

In recent years, New Zealand policymakers have sought to
expand and develop new approaches to performance measurement
and management. The proposal for an Integrated Performance and
Incentive Framework (IPIF) [1,2] was reported previously in the
Health Reform Monitor in 2015 [3]. In this article we update and
discuss important changes to the IPIF proposal, and the transition
to a new System Level Measures framework (SLMF) which was
introduced in 2016.

2. The New Zealand health system

New Zealand has a predominantly (around 80%) publicly funded
health care system, primarily from general taxation. Funding is

% Open Access for this article is made possible by a collaboration between Health
Policy and The European Observatory on Health Systems and Policies.
* Corresponding author at: Health Systems, School of Population Health, Univer-
sity of Auckland, Private Bag 92019, Auckland 1142, New Zealand.
E-mail address: t.tenbensel@auckland.ac.nz (T. Tenbensel).
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cally defined populations. DHBs own and operate secondary and
tertiary hospitals and purchase community services from pri-
vate providers. DHBs fund primary care through Primary Health
Organisations (PHOs) which contract general practice and other
non-government providers to provide services. From around 2009,
DHBs and PHOs began to form district alliances (DAs) to enable
improved system integration [4].

3. Policy background

Measuring and improving health system performance is a
challenge facing many countries. In New Zealand, performance
measurement and management has been a notable part of the
health system since the mid-1990s [5]. Since 2007, performance
management has focussed primarily on quantified targets as a pol-
icy tool. At this time ten national health targets were introduced for
public, mental and oral health services and for ambulatory sensitive
hospital admission rates [6]. This regime was replaced in 2009 by
the introduction of six headline national health targets for both pri-
mary and secondary care [7]. Additional health targets for primary

0168-8510/© 2017 The Authors. Published by Elsevier Ireland Ltd. This is an open access article under the CC BY-NC-ND license (http://creativecommons.org/licenses/by-
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Comparison of Integrated Performance and Incentive Framework (IPIF) and System Level Measure Framework (SLMF).

Integrated Performance and Incentive Framework (partially
implemented 2014-15)

System level measures framework (2016 onwards)

Framework o Initial focus on primary care performance and integration
o Alignment of framework with Triple Aims approach
o Health targets in primary care applied for transition year
2014-2015
e Two levels of measurement - system and contributory level
e Across lifespan approach (healthy start, healthy child, healthy
adolescent, healthy adult, healthy ageing)
e Reporting nationally
Measures Proposed performance (system level) measures from July 2015

1. Registration with lead maternity carer (LMC) within 12 weeks of
conception (new measure healthy start)

2. Enrolment with a PHO within 4 weeks of birth (new measure
healthy start)

3. Completion of all scheduled immunisations by age 8 months
(one of the pre-existing national health targets, and PHO
Performance Programme pay-for-performance measures))

4. Measures to better manage people aged 65 years or older who
are prescribed 11 or more medicines [polypharmacy] (new
measure healthy ageing)

Measure to improve the proportion of patients with access to
online health care e.g. patient portals (new measure).

Proposed contributory measures — all under development

e Whole of health system performance framework (primary and

secondary care)

Alignment of framework with Triple Aim approach

Two levels of measurement - system and contributory levels

Lifespan approach only for child and adolescent health

Emphasis on building primary care capacity and capability

Reporting nationally (to Ministry of Health) on system level

measures, but not contributory measures

e Local accountability loop for contributory measure selection,
reporting & quality improvement

System level outcome measures from July 2016 + contributory
measures

1. Ambulatory sensitive hospitalisation (ASH) rates per 100,000 for
0-4 years

Contributory measures examples:

Hospital admissions for children aged five years with a primary
diagnosis of asthma

Percentage of children that are a healthy weight at four years

2. Acute hospital bed days per capita

Contributory measures examples:

Patients admitted, discharged, or transferred from an emergency
department within six hours

Influenza vaccinations for 65 years and older

3. Patient experience of care

Incentives & Enablers e Structured performance levels recognised including ‘earned

autonomy’ at DHB level
Alliance leadership key enabler of IPIF implementation

& general practice

Developing quality improvement capability in primary care
Policy evaluation and collaborative learning networks planned
$23million ($16.6 m USD) in financial incentives from PHO
Performance Programme assigned to IPIF achievement for PHOs

Contributory measures examples:

Patients registered to use general practice portals

GP practices using the primary care patient experience survey

4. Amenable mortality rates

Contributory measures examples:

Cardiovascular disease risk assessment

Cervical screening

System level outcome measures planned from July 2017

5. Proportion of babies who live in a smoke-free household at six

weeks post-natal (new measure healthy start)

6. Youth access to and utilisation of youth appropriate health services

(ie, Teens make good choices about their health and wellbeing)

National health targets with financial incentives 2016

Better help for smokers to quit

Increased immunisation for eight-month olds

Contributory measures

Menu of possible contributory measures developed by Ministry of

Health and Health Quality Safety Commission

o Improvement planning with milestones at local level

e No ‘earned autonomy’

o District Alliance leadership of SLMF implementation

e $23 million ($16.6 m USD) in financial incentives paid to PHOs:

(O 25% capacity and capability payment up front in quarter one

2016/17

e 50% capacity and capability payment in quarter two 2016/17 once
the Ministry approves the district alliance’s improvement plan

e 25% performance payment in quarter one 2017/18 based on quarter
four 2016/17 performance of 3 SLMs and 2 health targets

care were developed from 2005, and by 2009 there was a range of
financially incentivised health targets in place in this sector under
the Primary Health Organisation (PHO) Performance Programme
[8].

In the 2010s, the IPIF policy was jointly developed by the New
Zealand Ministry of Health and sector stakeholders, with imple-
mentation of the framework to commence from July 2015 [1,2].
The IPIF was proposed as a more comprehensive approach to per-
formance measurement that would replace the PHO Performance
Programme. The goals of the IPIF were to drive improvements in
equity, access, safety, quality and efficiency of public health ser-
vices through improved integration, greater accountability and the
development of continuous quality improvement systems and pro-
cesses.

The proposed IPIF framework consisted of a set of ‘system level
measures’ set nationally plus a number of ‘contributory measures’

that would be selected by local health districts. Proposed mea-
sures focused on primary care services, and were to be linked to
the small pool of financial incentives that had been attached to the
PHO Performance Programme (NZ $23 million per year). However,
final decisions about the IPIF and its implementation were put on
hold by the Minister of Health in June 2015 [9].

In April 2016, the final shape and content of the new perfor-
mance management regime was announced, indicating some key
changes to the original proposal [10,11]. The Ministry of Health
described the changes, highlighted in Table 1, as a transition to a
“System Level Measures Framework (SLMF)” [12].

3.1. Measuring outcomes across the health system

The System Level Measures Framework retains the structure of
performance measures at two levels: a small number of system
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level measures, plus a number of contributory measures which
are assumed to contribute to achievement of higher system level
measures.

The system level measures introduced in July 2016 were:

e Ambulatory sensitive hospitalisation (ASH) rates per 100,000 for
0-4 years

e Acute hospital bed days per capita

e Patient experience of care

e Amenable mortality rates.

Two additional indicators covering smoke-free households and
youth access to health services will be added in July 2017. The new
system level measures extend both the implementation and impact
of the framework from a focus on primary care to measures which
require input from both primary and secondary care services. This
change gives the framework a far stronger ‘whole of health system’
approach to improving performance.

The SLMF also retains some remnants of IPIF’'s focus on life
stages, but this is restricted to early childhood and adolescence.
‘Patient experience of care’ was previously being considered in the
IPIF for the primary care setting but now also covers secondary care
where it has been applied since 2014. ‘Acute hospital bed days per
capita’ measures acute demand in secondary care, with significant
service delivery implications for both primary and secondary care
[12]

As with the IPIF proposal, a library of contributory measures
has been developed for each of the new system level measures
[13]. The library offers a selection for districts to choose from and
ensures clear definitions and data sources. This level of measure-
ment enables districts to respond to local performance priorities
and to focus on quality improvement.

The pre-existing regime of national health targets remains in
place, intersecting with the revised framework. In 2016-2017 each
of the national health targets are contributory measures in the
SLMF. The six hour Emergency Department time target, for exam-
ple, is a possible contributory measure for the acute hospital beds
days system level measure [13].

3.2. Simplified incentives

The new framework does not include some important elements
of the IPIF proposal, such as the ladder of performance levels, and
‘earned autonomy’ for high performing organisations. Twenty three
million dollars ($16.6 m USD) of ‘at risk’ funding for PHOs remains in
place and is tethered to different aspects of the framework. How-
ever, only 25% of this pool is linked to the achievement of three
system level measures and two of the pre-existing health targets
(immunisation and smoking cessation). The remainder (75%) is
allocated to support PHO capacity and capability, with this funding
dependent on the Ministry’s approval of district alliance plans for
SLM implementation. As such, the pay-for-performance pool has
been reduced by 75%.

3.3. District level improvement, leadership and accountability

The revised policy focuses on district level improvement plan-
ning with an expectation that DAs will be the engine room for
governing and leading improvements. Leadership of DAs (Alliance
Leadership Teams) generally comprise DHB and primary care rep-
resentatives (PHOs and general practice) and may also include
Maori health providers and other non-government providers
[14,15]. Whilst DAs were expected to play an enabling role with
the initial IPIF, the Ministry of Health now stipulates a number of
specific activities for DAs [16]. Improvement planning, such as set-
ting milestones, identifying specific activities to meet milestones

and applying investment logic are just some of these new require-
ments. These requirements have been added to the mandatory,
formally accountable, elements of DHB annual planning processes.
Additionally, Alliance Leadership Teams are required to demon-
strate commitment of primary and secondary care leaders to shared
responsibility, accountability and engagement with the SLMF.

4. Political and policy context

A range of contextual factors have influenced the changes from
IPIF to SLMF. A new Minister of Health was appointed in October
2014 following a general election and the retirement of the previous
incumbent of six years [ 17]. The previous Minister had established a
high-profile system of health targets as a means of managing health
system performance. These targets were predominantly defined in
terms processes and outputs, such as service volumes and waiting
times. A new Director General of the Ministry of Health was also
appointed in early 2015, after acting in that role for 15 months [18].

The new Minister commissioned a refresh of the New Zealand
Health Strategy early in his tenure. First published in 2000, the New
Zealand Health Strategy [19] set high level direction for reforming
andreorienting the health system toward population health, reduc-
tion of inequalities, and a high performance system. The refreshed
strategy released in April 2016 continues these aspirations but also
introduces a ‘how to’ roadmap, which includes pursuit of a moni-
toring framework focused on health outcomes and a performance
management approach [20,21].

The new Director General commissioned an Independent Capac-
ity and Capability Review [22] and an Independent Review of
Health Funding in New Zealand [23], both of which were conducted
from March to June 2015. These reviews examined organisational
arrangements for the public health system that had been in place
since a previous review and subsequent restructuring undertaken
in 2009 [24].

The Capacity and Capability Review recommended a revised
operating model for the health system so that it can focus more
clearly on health outcomes. Similarly, the Independent Review of
Health Funding recommended a focus on outcomes of value to con-
sumers, taking a longer term investment approach to funding, and
tying funding to planning and outcomes. This review was critical
of the health system’s focus on secondary care, In addition to the
reviews, in 2015 the new Director General also progressed a com-
plete restructure of the Ministry of Health [25], adding to the flux
of contextual change for the policy.

The SLMF is aligned to the five strategic streams identified in
the refreshed New Zealand Health Strategy, and to ‘Better Public
Services’ - the broader, inter-sectoral framework for public sector
performance management [10].

5. Stakeholder positions

The key designers and sponsors of the SLMF were located within
the Ministry of Health. The shift from the primary care-centred
approach of IPIF to the ‘whole-of-system’ approach, however,
meant that key primary care stakeholders, such as General Practice
NZ, and the Royal New Zealand College of General Practitioners,
were less influential in the design than they had been with IPIF.
However, no stakeholders have publicly criticised the SLMF.

6. Discussion

The changes to the context surrounding the developing perfor-
mance framework provided an important window of opportunity
to take a whole-of-system approach to performance management
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in New Zealand. Yet, the transition from IPIF to SLMF also reflects
an incremental approach to policy change.

Nevertheless, the changes in 2016 reflect some important devel-
opments in the overall approach to performance management in
health in New Zealand. Most importantly, it reflects a concerted
shift away from pay-for-performance and financial incentives as
a means of improving performance. It also represents a further
shift towards inter-organisational collaboration in the definition
and assessment of performance. There remain some unresolved
tensions between this outcome-based approach and the more
hierarchical, output and process health targets that were the
cornerstone of the previous Minister’s approach to performance
measurement, and which remain significant drivers of health sys-
tem activity.

In terms of international approaches to health system per-
formance and improvement, New Zealand’s SLMF is noteworthy
for two key reasons. Firstly, it constitutes a relatively sophisti-
cated approach that focuses on health outcomes that should be
within the strategic, operational and financial reach of health sec-
tor organisations if they collaborate successfully. Many regimes
of performance management are based on processes and outputs
that are largely within the control of single organisations. Examples
include the English and New Zealand health targets, and most pay-
for-performance instruments including the Quality and Outcomes
Framework. Such instruments typically produce a more fragmen-
tary approach to health system improvement [26-28]. Conversely,
performance measures focused on broad population health out-
comes are influenced by a wide range of social and economic
determinants and social sector service delivery that are largely
beyond the influence of health sector organisations [29,30]. The
designers of the SLMF have attempted to steer a middle course
between these extremes.

Secondly, the emphasis on inter-organisational collaboration,
rather than financial or reputational sticks and carrots for individual
organisations, represents an important ‘new frontier’ in the prac-
tice of health system performance management. No other country,
to our knowledge, has attempted to implement such an ‘alliance-
based’ approach to health system improvement at a national level.

We foresee however, that implementation and success of the
policy will face a number of challenges, both technical and political.
In many cases, it will prove difficult to definitively attribute changes
in the headline outcomes to service delivery activity within the sys-
tem. More specifically, it will be difficult for districts to attribute
changes in the headline measures to changes in contributory mea-
sures. The causal relationships between contributory and headline
measures are largely speculative.

A second challenge is inherent in any regime of performance
management when there is scope to choose measures and tar-
geted levels of achievement. Districts might choose contributory
measures and target levels that appear easier to achieve [31-33].
Conversely, districts might choose more challenging contribu-
tory measures, and be discouraged if these fail to show sufficient
improvement over time. Trial and error with measurement could
be a frustrating yet necessary experience that fosters apathy or
resistance in the sector [34].

A third challenge pertains to inter-organisational relationships,
both between central government and districts, and within dis-
tricts. Some health sector organisations have expressed a worry
that the process of getting improvement plans approved and
signed-off by the Ministry of Health will produce an overly
bureaucratic process which works against inter-organisational col-
laboration [35]. District Alliances and their leadership teams are
not legal structures with the capacity to contract. Most pertinently,
these alliances have not yet developed consistently across the coun-
try, and only a few to date have been successful in changing patterns
of, and approaches to, service delivery [36,37]. This approach to

levering change based on inter-organisational trust will require
health sector organisations to share strategies that establish and
maintain productive collaboration. Where there are poorly devel-
oped and functioning alliances, or more complex organisational
and inter-organisational contexts, there is a risk that the entire
implementation process may well default to DHBs alone.

A final challenge is that the incentives for organisations and
practices to change may be relatively weak in the context of broader
policy and funding settings. For example, the overarching system
of capitation funding in primary care means that general practices
will continue to be funded for services even if they do not show
measured improvement against local and system level measures.
The redirection of the majority of ‘at-risk’ funding from pay for per-
formance incentives to PHO capacity and capability may give some
PHOs the space they need to better address high-needs popula-
tions. However, without broader changes in the funding of health
services, these initiatives may not be sufficient to change provider
behaviour and models of practice.

7. Conclusions

The System Level Measures Framework certainly has the poten-
tial to drive health system improvement. Development of the
measures and implementation of the framework are a work in
progress. The introduction of this policy provides a significant
opportunity for health sector organisations to engage in sophis-
ticated learning about how best to achieve the desired health
system outcomes, and to develop more effective processes for inter-
organisational collaboration.
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