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In February 2014, the New Zealand Ministry of Health released a new framework for
measuring the performance of the New Zealand health system. The two key aims are to
strengthen accountability to taxpayers and to lift the performance of the system’s compo-
nent parts using a ‘whole-of-system’ approach to performance measurement. Development
of this new framework - called the Integrated Performance and Incentive Framework (IPIF)
- was stimulated by a need for a performance management framework which reflects the
health system as a whole, which encourages primary and secondary providers to work
towards the same end, and which incorporates the needs and priorities of local communi-
ties. Measures within the IPIF will be set at two levels: the system level, where measures
are set nationally, and the local district level, where measures which contribute towards
the system level indicators will be selected by local health alliances. In the first year, the
framework applies only at the system level and only to primary health care services. It will
continue to be developed over time and will gradually be extended to cover a wide range
of health and disability services. The success of the IPIF in improving health sector perfor-
mance depends crucially on the willingness of health sector personnel to engage closely

with the measurement process.
© 2015 The Author. 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/).
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1. Introduction

New Zealand, like most other countries with publicly
funded health systems, has in place a process for assessing
the overall performance of the health system, together with
a number of programmes for measuring the performance
of the major organisations within it [1-3]. However the
various instruments for measuring the performance of dif-
ferent organisations within the sector have evolved over
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time. They are often not strategically aligned with each
other and do not always reflect the current direction and
vision of national health policies. In February 2014, the
New Zealand Ministry of Health released the recommen-
dations of an Expert Advisory Group (EAG) which outlined
a new framework for measuring the performance of the
New Zealand health system and for improving the quality
of services within it [4]. In essence, the framework is a set
of linked performance indicators which apply to organisa-
tions within the system as well as to the system as a whole.
Implementation of the framework - called the Integrated
Performance and Incentive Framework (IPIF) - commenced
in July 2014.

The first yearis a transition year in which the framework
applies only to primary health care services and includes
only five high level indicators (called ‘system measures’)
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Table 1
The five system level measures, targets and funding which apply in
2014/15.

Measure? Target Proportion of
funding®
More heart and 90% of eligible 25%
diabetes checks population
Better help for smokers 90% of smokers 25%
to quit
Increased 95% of infants 15%
immunisation rates
for infants aged 8
months
Increased 95% of infants 10%
immunisation rates
for infants aged 2
years
Cervical screening 80% of women aged 25%
20-70 yrs

Source: Ministry of Health. Integrated performance and incentive frame-
work sector update - June 2014. Wellington; June 2014.

2 Full details of these measures can be found at: Ministry of
Health. Health targets. Wellington: Ministry of Health. Available at:
http://www.moh.govt.nz/healthtargets.

b Proportion of allocated funding to be paid to PHOs and GPs which
reach the system level targets.

which are set nationally (Table 1). From July 2015, a wider
set of system measures will apply. In addition, each district
will be required to choose a set of ‘contributory measures’
which applies to local providers and which contributes
towards the achievement of the system measures. The
framework will continue to be developed and phased in
over a number of years and will gradually be extended to
cover a wide range of health and disability services includ-
ing aged care, maternity services and pharmacy.

2. Purpose of the Integrated Performance Incentive
Framework (IPIF)

The overall goal of the IPIF is to support the health sys-
tem in addressing access, equity, quality, safety and cost
of health services [4]. The framework has two key aims.
First, it aims to improve accountability to taxpayers by
measuring the performance of the system as a whole. Sec-
ond, the IPIF is a quality improvement programme which
aims to lift the performance of the organisations within the
system.

The need to develop a new performance framework was
stimulated by a number of factors. In New Zealand, tax
funding is devolved to 20 District Health Boards (DHBs)
which purchase and/or provide health and (some) social
care services for their geographically defined populations.
The DHBs provide secondary and tertiary services in their
public hospitals but purchase most community-based ser-
vices from private (for-profit or not-for-profit) providers.
This includes contracting for primary health services, the
majority of funding for which is channelled through about
30 networks of general practitioners (GPs) and other
providers called Primary Health Organisations (PHOs). A
key focus of government strategy in recent years has been
to shift services which were previously provided in a hospi-
tal setting into the community [5]. However, two separate
programmes were in place for assessing the performance

of DHBs and PHOs [2,3]. Although neither of these pro-
grammes has been rigorously evaluated, both appear to
have made positive contributions to lifting health sec-
tor performance [6-8]. Nevertheless, there is a need for a
performance management framework which reflects the
system as a whole and which encourages primary and sec-
ondary providers to work towards the same end.

Related to this has been the shift towards service
integration with different providers increasingly sharing
practices and processes such as patient pathways, patient
information and sometimes a strategic direction. A com-
mon performance management system has the potential
to promote efficiency by facilitating collaboration between
these related providers [9].

Another strategic direction of health policy and practice
in recent years has been towards increasing the respon-
siveness of the system towards the needs and preferences
of patients so that the system is ‘people-centred’ [10]. The
new framework aims to reflect this principle by incorpo-
rating the needs and priorities of local communities and
by including patient-reported measures of their experi-
ences.

3. Design of the IPIF

In line with many other countries, New Zealand health
policy has increasingly been aligned according to an
adaption of the “Triple Aim” approach to health sys-
tem development [11,12]. The performance measures will
therefore be organised around the three triple aim domains
of: improving health and equity for all populations; getting
greater value for public health resources; and improving
the quality, safety and experience of care [4]. The frame-
work also incorporates a life cycle approach in which,
where appropriate, performance measures are related to
the different stages of life: i.e. infancy, childhood, adoles-
cence, adulthood and later life (Fig. 1).

Measures within the IPIF will be set at two levels: the
system level, where measures are set nationally, and the
local district level, where contributory measures will be
selected by local alliances between DHBs, PHOs and other
key stakeholders. The idea is that, for each system level
measure, each district must select from a common library a
set of contributory measures that contributes to the system
level measure, meets the needs and priorities of their local
community, and is agreed by a local alliance of professional
and community representatives. For example, a system
level measure may aim to reduce adverse events while
potential contributory measures might include reducing
hospital acquired infections or increasing medication man-
agement in pharmacies and general practice [13]. System
level measures will apply equally to all districts and will
include targets against which overall performance can be
measured. In contrast, contributory measures will be used
to measure quality improvement within and across local
organisations and practices. The process of monitoring
changes in system level and contributory measures will
be undertaken by a range of different methods including
annual reporting requirements, monitoring of contrac-
tual agreements, audit, surveys, self-assessment and peer
review.


http://www.moh.govt.nz/healthtargets

T. Ashton / Health Policy 119 (2015) 999-1004

Best value for public health
system resources

Improved quality, safety and
experience of care

K Standarised number of\

acute inpatient bed days
per capita
+ local contributory measures

* Reduced variation in
tests, prescriptions,
referrals

+ local contributory measures

K Hospital admissions due\

to falls
+ local contributory measures

* Hospital admissions due
to medication errors

+ local contributory measures

1001

N P

Enabling leadership

* Shift in investment from secondary to primary/community care
* Enabling infrastructure including IT capacity and shared records

Triple Improved health and equity
Aims for all populations
/ Healthy start \
(conception to 1yr)
* Enrolled in PHO by 3mth
. + local contributory measures
Life stage
* Increase immunisation
° SyStem level + local contributory measures
measures
+local contributory Healthy child
Hisasiies * Before school checks
+ local contributory measures
Healthy adolescence
Healthy adulthood
Healthy ageing
Capability and O oS

capacity indicators

Enabling access

* Shorter stays in Emergency Departments
* Patient touch by setting: eg. General practice face-to-face, emails, outpatient visits, etc.

S etes

Fig. 1. IPIF framework: levels of performance measurement, with examples of possible indicators. Examples of possible measures are given here: selection

of actual measures has yet to be finalised beyond the five system measures for 2014/15 given in Table 1.
Source: Based upon Expert Advisory Group. Integrated performance and incentive framework: final report. Wellington: Ministry of Health, 2014, p. 7.

Underpinning the system level and contributory meas-
ures are a set of indicators designed to monitor changes in
capacity and capability of the health sector overall (Fig. 1).
Examples include: changes in the share of expenditure
between primary/community and secondary care; mea-
surement of resource utilisation, including workforce and
IT capacity; and development of programmes for managing
variations in referrals and prescribing.

The EAG recommended that there should be four lev-
els of achievement within the IPIF - entry, improvement,
excellence and breakthrough - with movement between
the levels being determined by the achievement of speci-
fied target thresholds for each of the system level measures
along with other measures of quality for the various par-
ticipating organisations. For example, general practices
at the entry level will be required to meet the Founda-
tion Standard that has been developed by the Royal New
Zealand College of General Practitioners [14]. While the
first three levels of achievement will apply to the perfor-
mance of GPs, PHOs and DHBs, the breakthrough level will
apply to districts that have demonstrated a high level of
achievement across all service providers. The intention is to
change the target thresholds at each level over time in order
to encourage continuing improvement across the sector
whilst rewarding providers and districts for achievement
of the thresholds.

The system will include a range of financial and
non-financial incentives to encourage both individual

health professionals and organisations to strive for a
higher level of achievement. Money that was previ-
ously used to incentivise PHO performance (NZ$23m
in 2014) will be reallocated to pay PHOs and general
practices which meet the system level measures and
targets (Table 1) [15]. Previously, there was no require-
ment for PHOs to pass any performance payments that
they received on to GPs (although many chose to do
so). Under the new PHO contract, PHOs must pass on
at least 50% of the quarterly performance payments
directly to their contracted providers [16]. Hence GPs now
have some financial incentive to meet the system level
targets.

In addition to these financial incentives, a number
of non-financial incentives are expected to influence the
behaviour of both professionals and organisations [4, p. 11].
All measures will be reported publically and so the reputa-
tion of high performing PHOs and DHBs will be enhanced.
The more effective are local alliances, the greater their
opportunity to influence health sector decision-making.
Once districts achieve the breakthrough level of perfor-
mance, they will be able to negotiate variations to national
health policies. Individual providers will also benefit from
achieving high levels of performance. For example, in order
to achieve excellence, DHBs and PHOs must have systems
in place which ensure that GPs have rapid access to radiol-
ogy and diagnostic services, needs assessment services and
specialist advice.
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4. Principles underpinning the IPIF

A number of principles guided the development of
the new framework. A principle of equity is reflected in
the life cycle approach which is designed to ensure that
any incentives to improve quality associated with the IPIF
apply equally to the different services that are used by
people as they progress through life. Equity is similarly
reflected in the requirement that the framework incorpo-
rates measures that can be disaggregated by ethnicity and
socio-economic status. Equity is a key component of qual-
ity and separate measures for disadvantaged groups should
highlight any inequities that require attention.

Another key principle underpinning the IPIF is that
introduction of the new system should create as little dis-
ruption in the sector as possible. Amongst other things, this
implies incorporating existing measures of performance
into the new framework, at least initially. Since 2007/08,
the government has placed strong emphasis on a set of
national health targets, of which there currently are six
(i.e. shorter stays in emergency departments, improved
access to elective surgery, shorter waits for cancer treat-
ment, increased immunisation, better help for smokers to
quit, and more heart and diabetes checks) [17]. The perfor-
mance of each DHB is currently measured against each of
these targets on a quarterly basis. To minimise disruption,
three of these six targets have been incorporated into the
five system level measures of performance which apply to
PHOs and GPs in the first year (Table 1). Thus, measures of
performance for primary health services are being strategi-
cally aligned with the performance measures that already
apply to DHBs.

Another principle that has guided IPIF development is
transparency. This includes both the transparency of the
decision-making process as well as transparency of the
performance measures. In line with this principle, the Min-
istry of Health has been publishing regular updates of the
work of the IPIF development teams [ 18]. The performance
measures themselves will also be published regularly. Such
transparency is essential if the general public are to make
informed choices or exert pressure on providers to lift their
performance. Transparency of the measures also ensures
that providers have an incentive to improve or maintain
the quality and efficiency of their services.

5. The policy making process

Development of the IPIF commenced in late 2012 with
the appointment by the Minister of Health of the 7-
member EAG which included representation from general
practice, PHOs, DHBs and the Maori population. The EAG
were charged with identifying the principles and concepts
which would underpin the IPIF, along with development
of the broad structure, design, initial measures, and gover-
nance arrangements. The group invited submissions from
consumers, providers and other interested parties, held
several workshops throughout the country and conducted
web-based surveys. Their aim was to engage key stake-
holders throughout the development period. The final
EAG report released in February 2014 was promoted as
a “co-production by the Ministry and the wider health

sector” [19], emphasising the notion that the design and
implementation of the IPIF is a collaboration between the
Ministry and the sector. Six work streams have been iden-
tified, each with co-leads from the Ministry and the sector,
and a Joint Project Steering Group has been appointed with
membership including clinical expertise (in both general
practice and hospital services), management, contracting,
performance monitoring and policy [19].

Local alliances of sector representatives are central to
the development and implementation of the IPIF. Since
2013, DHBs and PHOs have been required to form local
and regional alliances to facilitate the development of
more integrated models of care and to give sector lead-
ers greater opportunity to set local priorities with respect
to service development and quality improvement [20,21].
The expectation is that these alliances will form the basis
for local level engagement into the ongoing development
and implementation of the IPIF.

The implementation pathway is being smoothed by the
phased introduction of the IPIF and by the initial selection
of measures for which data are already routinely collected.
While in the first year, the framework formally applies
only to general practices and PHOs, the close alignment of
the first five system measures to the existing DHB targets
ensures that a ‘whole of system’ approach has already been
established, with primary and secondary providers work-
ing towards similar health goals. From July 2015, additional
system and contributory measures will be set across all of
the life stages, along with measures of capability and capac-
ity. Patient-reported measures will also be introduced from
July 2015. As processes for information collection and anal-
ysis are further developed, the framework will be extended
to a wide range of services and organisations across the
health and disability system.

6. Discussion

The success of the IPIF in improving health sector per-
formance depends crucially on the continued willingness
of health sector personnel to engage closely with the mea-
surement process. To date, the broad framework and the
principles upon which it is based appear to have been
generally well-received by health professionals [22-24].
However many of the finer details of the framework have
yet to be developed and these are likely to be more contro-
versial. The process is dependent upon the maintenance
of a co-design approach in which the Ministry and sec-
tor representatives share in the decision-making as well
as on continuing close collaboration by a range of people
and organisations at both the national and local levels. As
the EAG noted, this in turn relies on the successful devel-
opment of local alliances together with “an environment of
high trust” [4, p. 3].

There are other challenges facing the development and
implementation of the IPIF. As noted above, the framework
has two parallel aims: accountability and quality improve-
ment. While the Ministry of Health wants accountability,
those in the sector want ‘ownership’ of the quality improve-
ment process [25]. The interests of the two parties will
need to be balanced carefully and sensitively in a way that
satisfies all key stakeholders.
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As yet the framework does not address issues of equity
directly. There are no specific indicators for population sub-
groups or requirements to report information separately
for at-risk populations. This is of particular concern for
Maori and Pacific people who experience poorer health
than other New Zealanders. There is also no indica-
tion of how the framework will accommodate practices
or PHOs which have a high proportion of high-needs
patients and hence are less likely to meet the targets
than other practices. However implementation of the IPIF
is at an early stage and work is currently underway to
develop an approach that addresses these equity concerns
[21].

Because there is some financial reward for PHOs and
GPs who reach the targets, there is inevitably a possibility
of unintended effects that are associated with pay-for-
performance systems. These include crowding out of those
activities that are not incentivised, gaming and reducing
professional motivations [26]. However, the financial pay-
ments associated with the IPIF are not large. Moreover,
the framework incorporates a number of non-financial
incentives that are expected to influence professional
behaviour.

Finally, there are a number of potential barriers to the
effectiveness of the IPIF in improving the performance
of the New Zealand health system. The framework will
require good information, together with sufficient ana-
lytical capacity to analyse and interpret data in the local
setting. However different general practices use differ-
ent patient management systems and data at the primary
care level are currently not standardised. Similarly, exist-
ing funding flows are sometimes siloed and can create real
disincentives to improving performance by better integra-
tion of services. While GPs have been closely engaged in the
development of the IPIF, other primary health care profes-
sionals appear to have been less engaged. Yet improving
performance in primary care will depend upon the buy-in
of these groups, especially primary care nurses.

7. Conclusion

The IPIF provides a pathway towards the develop-
ment of new performance measurement arrangements for
the New Zealand health and disability system which (a)
builds on and combines current performance measures
(b) reflects national policies and the shift towards more
integrated services (c) incorporates incentives for quality
improvement, and (d) over time, should be patient-centred.
Development of the system will require the continuing
engagement of both providers and patients, and will meet
a number of barriers. However, the intention is to intro-
duce the system incrementally, with each phase informing
the next. It is hoped that this incremental approach
will encourage the development of strong local alliances
which provide the leadership that will be essential for
success.
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