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Health, people and community
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Hard work…poor pay
• We’re very efficient at producing low value goods and services
• But…we’ve hit the wall, economically, socially and environmentally

What we owe the world
• Persistent current account deficits…funded by increased debts
• …have pushed our net international liabilities to 90% of GDP
• 3rd highest among developed countries



2

Persistent deficits
• Even with restraint, government budget has fallen into deficit
• …but still one of the best fiscal performances in OECD

Crown net debt - better but not good

Challenge
• We need to more than double our growth rate to at least 5% a year
• …but our non-inflationary growth rate has dropped to 1.6%
• …and the growth trend will remain weak out to 2014, Treasury forecasts
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NZ health spending
• Looks low in spend per capita
• UK +16%; Australia +33%; Canada +42%; Switzerland +78%; US +173%

But we’ve grown it faster…
• …than OECD’s average growth rate for health expenditure in past decade

Spending rises
• Driven by demographics, expectations and technology
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Our health spend matches OECD average
• …as a percentage of GDP
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NZ’s health spending profile
• More on long term care…and administration
• Less on drugs and medical goods
• Average on curative care and rehabilitation

Our drug spend is far lower than OECD average
• The Pharmac effect…Australia spends 35% more
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Tight rein on drug spending
• Pharmac’s discipline • Before Pharmac: drugs costs rose

• in NZ 10%-20% pa        cf.  OECD    8%-10% pa
• With Pharmac: 3%  pa

Pharmac drives hard bargains

…the world is catching up with us
• Rapid rise of generics
• Increasing dominance of big buyers…
• …e.g. US’s HMO and other programmes

• Big pharma’s business model is wrecked
• Massive drug R&D spend failing

to deliver new blockbusters
• Serious shift to new science

e.g. biotechnology
• And new business models

e.g. buying small research firms
• Next: new business models

• Pharmac keeps proving its worth

Low level of physician density
• …and falling behing OECD growth rate
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Physicians’ workload
• Low level of per capita doctor visits; low level of consultations per doctor
• …means longer time with each patient? Better care? So fewer visits?

Medical training…good on doctors, poor on nurses

Excellent place for a heart attack …and short hospital stays for heart attacks & births
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…good for colorectal cancer
• …our survival rates among the best in the world

…on cervical cancer too

Average on dentistry Poor on kidney transplants & breast cancer



8

Low rates of MRIs and CT scanners
• But achieve high throughput? Patients travel long distances?

Serious problem with obesity
• One of the highest rates in world; growing fast
• Medical and budget timebomb

Serious problem with asthma Our health is good, say a very large majority of Kiwis
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A rapidly ageing population
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• From 1-in-8 over the age of 65…to 1-in-4 by 2040
• + population growth
• = a 3x increase to 1.2m people over 65 by 2040

Older…and needing help Older…and more expensive
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…but experience varies widely by country New Zealand’s prospects

New Zealand’s prospects Healthcare’s rising cost
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• Long-term healthcare forecasts, OECD, February 2006
• Costs as % of GDP rising sharply
• Two scenarios: Cost-pressure; and cost-containment
• NZ’s worst-case scenario: 5x increase in long-term care costs
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Health drivers
• So far this decade:

• A lot more public money has helped improve healthcare
• …and its affordability
• But the system still strained…new pressures building

• A lot more structural change has…
• …helped reorient primary care a bit towards more integrated care
• But no few structural changes elsewhere…
• …means inefficiencies across the system
• …and sub-par capability in some DHBs

• No political party has an appetite for more, big structural change
• …likewise, few champions of change in the profession

• What would it take to rekindle enthusiasm for change?
• Nothing less than a fundamental change in healthcare philosophy
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Restraint…reinvention
• Reinventing government:

• “It is permanent restraint…

• “More services with the same or fewer
people and the same or less funding.”

• A “containable, quick round of Budget
planning…

• …then more long-term, work on delivering
better and smarter services through
innovation.

• “We will get them [the public sector] doing
it. They are going to have to own it.”

• Finance Minister Bill English, pre-2009
Budget

We need a big shift in perspective
• In the recent past, we thought the drive to improve health was only an

issue for economies of developing countries

• As for us, we had it made….we saw health as a by-product of economic
development

• The wealthier we got…the long, better we lived

• But now we need to make a big switch:

• Health is a driver of economic development for us too
• …and essential because of demographic & health cost pressures
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Some sources
• The Contribution of Health to the Economy

 in the European Union, EU, 2005
• http://europa.eu.int/comm/health/

ph_overview/Documents/
health_economy_en.pdf

• Health and Economic Growth:
Findings and Policy Implications

• Editor: Guilleme Lopez Casanocas
MIT Press, 2005

• Social Report 2007, New Zealand
• Ministry of Social Development
• www.socialreport.msd.govt.nz

Health of the Nation: Virtuous circle
• “The Contribution of Health to the European Union”, 2005

Good health…good economy
• The Contribution of Health to the Economy

 in the European Union, EU, 2005
• http://europa.eu.int/comm/health/

ph_overview/Documents/
health_economy_en.pdf

• Brings together a wealth of data and studies
• Big emphasis on the health of human capital
• Healthy people:

• Learn better
• Live longer, cost less
• Work, earn and save more

• But these benefits are masked because analysis usually focuses on only
direct health costs…not the full cost of illness

The full costs
• Coronary care in UK in 1999:

• Direct costs : NZ$5.2bn
• Informal costs : NZ$7.3bn
• Lost productivity : NZ$$9bn
• Total cost : NZ$21.5bn = 1% of GDP

• Smoking in the EU in 2000:
• Direct & indirect costs: NZ$47bn- NZ$65bn
• = 1.04% to 1.39% of GDP per year

• Obesity in the UK 2001:
• 18m days of sick leave; 30,000 premature deaths
• Direct cost to National Health Service: NZ$1.5bn
• Indirect economic costs: NZ$6bn

• Diabetes in Sweden:
• Cost per patient, per year: NZ$14,000
• 28% direct health cost; 31% indirect support; 41% lost productivity
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The full costs
• Scotland: annual social cost of alcohol abuse

The tragic cost of mental illness

The full costs
• Germany: Health shocks
• When people suffer a 5 point drop in a year on their

‘Health Satisfaction Index’ (scale 0-10), the probability rises…
• By 60% that they will go from full to part-time employment
• By 90% they will be unemployed
• By 200% they will leave the workforce permanently

• EU: Carers
• If a person gives up work to care long-term for a relative,

there is ample evidence to show they are unlikely to go back to work

• A US study shows that continuous poor health reduces men’s incomes by
36% a year and women’s by 48%

The upside of life
• A 10% increase in life expectancy at birth generates

a 0.3% to 0.4% increase in GDP per year

• Variations in health levels explain10% to 20% of the
difference in incomes between EU countries

• From 1965-1990, improving health contributed to
11% of Europe’s economic growth

• Improved health accounted for 30% of per capita income rise in the UK
from 1780 to 1980
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Return on healthcare investment Policy response
• Finance Ministries treat Health Ministries as cost centres,

the EU Health and the Economy study says
• They do not have the analytical tools to evaluate health

as an investment in economic development

• A New Zealand attempt:
• “Better Health Outcomes”, Suzanne Snively, PWC, 2003

for Researched Medicines Industry Association
• The problem:

• 6% of diabetics account for 40% of health spending on the disease
• The solution:

• Invest in earlier testing, supported self-management and intervention
• Took conservative measures of economic gains from lower life-long

costs, increased productivity, income and tax

Your challenges
• Health is an economic & social driver…a benefit
• Health is not an economic & social by-product…a cost

• You need to:
• Develop analytical tools that help identify benefits
• Devise policies and integrated structures to deliver them

• Foster healthy, self-caring and supportive people
• Build healthy, self-aware and supportive organisations

• Innovate in business models and delivery

What the Commonwealth Fund tells us

• US-based foundation for
health system research

• www.commonwealthfund.org

• No health system is good all-round

• Our primary system scores well
in many respects

• Very good patient experience

• Very good doctor-patient
communications

• Very good ICT use

• Good on coverage

• Good on safety
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Overall Views of the Health Care System
in Seven Countries, 2007 and 1998

465857**56491998
485756495160552007

Fundamental
changes needed

Rebuild
completely

Only minor
changes needed

17259**20191998

34151792712182007

331432**23301998
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16
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262626242007

UKNZCANAUSPercent reporting:

* Germany and the Netherlands did not participate in the 1998 survey.
Sources: 1998 and 2007 Commonwealth Fund International Health Policy Surveys.
Data collection: Harris Interactive, Inc.

Percent

Source: 2006 Commonwealth Fund International Health Policy Survey of Primary Care Physicians.

Ability to provide quality health care
• Today versus five years ago

Physicians’ Perception of Patient Access

Patients Often Experience
Long Waits for Diagnostic Tests

Percent 

Source: 2006 Commonwealth Fund International Health Policy Survey of Primary Care Physicians.

Physicians’ Perception of Patient Access

Patients Often Have Difficulty
Paying for Medications

Percent 

Source: 2006 Commonwealth Fund International Health Policy Survey of Primary Care Physicians.
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Confidence in Health Care System

Source: 2007 Commonwealth Fund International Health Policy Survey.
Data collection: Harris Interactive, Inc.
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Percent reporting
“very confident”
that they will:

Adults with a Medical Home

Note: Medical home includes having a regular provider that knows you,
is easy to contact, and coordinates your care.
Source: 2007 Commonwealth Fund International Health Policy Survey.
Data collection: Harris Interactive, Inc.
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Care Coordination
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appointment

UKNZCANAUSPercent reported in
past two years:

Source: 2007 Commonwealth Fund International Health Policy Survey.
Data collection: Harris Interactive, Inc.

Doctor-Patient Communication
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Always tells you about your
treatment options and involves
you in decisions about your
treatment
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7071807579Always explains things so you
can understand

5659695973Always spends enough time
with you
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Always knows important
information about your medical
history

USUKNZCANAUSPercent reported doctor:

Source: 2007 Commonwealth Fund International Health Policy Survey.
Data collection: Harris Interactive, Inc.
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Medical, Medication, and Lab Errors
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4

9
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1091211Experienced lab or
diagnostic test error

9111015Experienced medical or
medication error

13161720Experienced any medical,
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UKNZCANAUSPercent reported in
past two years:

Source: 2007 Commonwealth Fund International Health Policy Survey.
Data collection: Harris Interactive, Inc.

70968246694576Conducted clinical
audit of patient care

Percent in past two years who:

Percent reporting their practice:

50704135702726
Sets formal targets
for clinical
performance

58
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76

GER

78

NZ
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Participated in
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Source: 2006 Commonwealth Fund International Health Policy Survey of Primary Care Physicians.

Good quality control by primary care practices

Out-of-Pocket Medical Costs in the Past Year

  AUS CAN GER NETH NZ   UK   US   AUS CAN GER NETH NZ   UK   US

Percent

Source: 2007 Commonwealth Fund International Health Policy Survey.
Data collection: Harris Interactive, Inc.

Access to Doctor When Sick or Need Medical Attention

Percent

     AUS  CAN GER NETH NZ   UK    US    AUS CAN GER NETH NZ  UK   US

Source: 2007 Commonwealth Fund International Health Policy Survey.
Data collection: Harris Interactive, Inc.
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Percent

Source: 2006 Commonwealth Fund International Health Policy Survey of Primary Care Physicians.

Excellent after-hours care
• Practice has arrangement for patients’ after-hours care to see nurse/doctor

Difficulty Getting Care on Nights, Weekends,
Holidays Without Going to the Emergency Room

Percent reported very or somewhat difficult

Source: 2007 Commonwealth Fund International Health Policy Survey.
Data collection: Harris Interactive, Inc.

Waiting Time for Elective or Non-emergency Surgery

Percent of adults who needed elective or non-emergency surgery

  AUS  CAN GER NETH NZ   UK    US   AUS  CAN GER NETH NZ   UK    US

Source: 2007 Commonwealth Fund International Health Policy Survey.
Data collection: Harris Interactive, Inc.

Percent

Source: 2006 Commonwealth Fund International Health Policy Survey of Primary Care Physicians.

High use of electronic records
• Primary care doctors’ use of electronic patient medical records, 2006
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48849078342776Electronic access to
patients’ test results

4019441171512
Electronic access to
patients’ hospital
records

55

20

UK

59

27

GER

78

62

NZ

20851181
Electronic
prescribing of
medication

225865Electronic ordering
of tests

USNETHCANAUSPercent reporting
routine use of:

Source: 2006 Commonwealth Fund International Health Policy Survey of Primary Care Physicians.

…for diverse purposes

Percent

Source: 2006 Commonwealth Fund International Health Policy Survey of Primary Care Physicians.

…reminding patients about follow-up care

Percent reporting receive for “almost all” referrals (80% or more)

Source: 2006 Commonwealth Fund International Health Policy Survey of Primary Care Physicians.

Excellent reporting after referrals

Percent saying 15 days or more or rarely receive a full report

Source: 2006 Commonwealth Fund International Health Policy Survey of Primary Care Physicians.

…and on hospital discharge too
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New ways to be a community
• Radically different ways to connect with people

• A stunning example…Trade Me

…at home …and abroad
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…yet intimate …very intimate

Community organisations
• …in New Zealand
• …and the world

• Thanks to NZ’s inclusion in a
41-country, on-going study

• Lots of data and insight

Composition of non-profit sector
• We’re big on “expressive” role, less so on “service” role; & unique Maori role
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Composition
• …the other country-groupings

You’re big
• Non-profit organisations contribute 9.6% to GDP
• …compared with tourism (8.9%) and agriculture (17%)
• But comparisons are difficult…they are different types of contribution

• E.g. domestic jobs versus foreign exchange earnings

Employment
• Big…almost as big as manufacturing

• They make things…you make communities

• By comparison, tourism sector: 108,000 full-time equivalent employees

Employment
• A large sector…by comparison with other countries
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Employment
• …even more impressive compared with country groupings

Employment
• Far more heavily volunteer here…67%

• Vs. 40% in Australia

Revenue sources
• Heavily dependent on fees

Revenues…cf. other countries
• NZ relies on a high proportion of fees
• …rather than government funding or philanthropy
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Revenue sources
• Non-profit sector is highly entrepreneurial
• Government support modest:

• 10% of revenues from grants
• 15% from contracts

Philanthropy thrives
• We are generous

Two new roles
1. Delivery of more health and social services

• Under National…perhaps eventually under Labour

• Big challenges
• Devising new programmes:

• E.g. Attachment Therapy services…helping parent-child
relationships

– 7,000 infants and young children in Auckland in need
– Programme by Anglican Trust for Women and Children

• Demonstrating value:
• In US Attachment Therapy study, every US$1 spent,

yielded return up to US$17.07

• Building new professional capabilities
• Staff, organisational, governance,  research etc.

• Enhancing volunteerism
• In new social contexts and patterns

New roles
2. Building communities

• New roles for “expressive” and “service” non-profits
• …and in new combinations
• Ever more the sinews, the nervous system…
• …the heart of communities

• Big challenges:
• The changing nature of community

• The changing nature of nationhood
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New Zealand…
• The dairymen in Pleasant Point

• The staff of Rakon

• The choir at Big Sing

• The Bollywood dance troupe in Upper Hutt

• …and many, many other stories in the mosaic of NZ today

• Diversity as an asset and a challenge

The road to nationhood…

• Clean, green
• Easy going
• Multicultural
• Family focused
• World travelers
• Thrill seekers
• Pioneers
• Independent
• Literate
• Success

• Polluted
• Unresolved conflict
• Racist
• Youth suicide
• Reclusive
• Risk averse
• Conservative
• Consensual
• Illiterate
• Failure

• Begins with reconciling our contradictions

Metaphors
• Contradictions:

• Sources of
dis-ease,
tension, destruction

• Dualities:
• Sources of

health,
ease,
creativity

• Terry Stringer’s sculpture:
Day and Night

Metaphors
• Zealandia…Terry Stringer’s home

• A new New Zealand arising from its colonial ruins
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“Landfall in Unknown Seas”

  But now there are no more islands to be found
And the eye scans risky horizons of its own
     In unsettled weather…
Who navigates us towards what unknown
But not improbable provinces? Who reaches
A future down from the high shelf
     Of spiritual daring?

Allen Curnow: Landfall in Unknown Seas

“Landfall in Unknown Seas”

  But now there are no more islands to be found
And the eye scans risky horizons of its own
     In unsettled weather…
Who navigates us towards what unknown
But not improbable provinces? Who reaches
A future down from the high shelf
     Of spiritual daring?

Allen Curnow: Landfall in Unknown Seas


