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Efficiency: some preliminary issues 

• Efficiency as a ratio of valued outputs to costly inputs 

• Inefficiency often considered a ‘residual’ after all 
other legitimate explanations of variation have been 
taken account of 

• Need to distinguish between efficiency and 
expenditure control 

– Improved efficiency can arise from higher levels of 
attainment at the same cost, as well as lower expenditure 
for the same attainment. 

• Often a need to adjust for uncontrollable constraints 
on better attainment 

– E.g. diet; smoking; geography 

 

 



Spending and life expectancy 
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Some accountability relationships 
within the health system 

Source: Smith, P., Mossialos, M., Papanicolas, I. and Leatherman, S. (eds) (2010), Performance measurement for health system 

improvement: experiences, challenges and prospects, Cambridge: Cambridge University Press. 



The universal role of performance 
information 

 

• … to enable actors throughout the system to 
make better decisions 

 

• The thesis: 
– that measuring and reporting performance offers 

one of the most powerful instruments for 
improvements in effectiveness and efficiency 

– its potential has hitherto been largely unexploited. 



Whose decisions need to improve? 

• Governments 

• Regulators 

• Purchaser organizations (insurers, local 
governments etc) 

• Provider organizations 

• Healthcare professionals 

• Service users (patients and caregivers) 

• Citizens 

 



Three performance measurement 
policies 

• Public reporting of performance 

– Public  

– Provider organizations 

• ‘Pay for performance’ 

– Governments 

– Purchasers 

• Patient-reported outcome measures 

– Professionals 

– Public 



Performance measurement for efficiency 1: 
Public reporting 

• Stated intention is usually to help patients and the 
broader public 

• Main impact is on providers – reputational 

• Can be highly effective, but beware: 

– Needs aligned accountability instruments, such as patient 
choice or other sanctions 

– Unintended side-effects 

 



Inpatient waiting list by length of wait 
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Propper et al (2008): 
England vs Scotland 

Waiting more than 6 months Waiting more than 9 months 

Carol Propper, Matt Sutton, Carolyn Whitnall, and Frank Windmeijer (2008) “Did 

‘Targets and Terror’ Reduce Waiting Times in England for Hospital Care?,” The B.E. 

Journal of Economic Analysis & Policy: Vol. 8: Iss. 2, Article 5. 

Available at: http://www.bepress.com/bejeap/vol8/iss2/art5  

http://www.bepress.com/bejeap/vol8/iss2/art5


Why did Scotland’s clinical indicators 
scheme have low impact? 

• poor credibility, relevance and timeliness of 
the data,  

• a lack of awareness and expertise on the part 
of clinical staff 

• a lack of incentives and effective external 
scrutiny. 

 
• Mannion, R. and M. Goddard (2001). "Impact of published clinical 

outcomes data: case study in NHS hospital trusts." British Medical Journal 
323, 260-263. 

 

 

 



Performance measurement for efficiency 2: 
Pay for performance 

• Intention is to align the payment of service providers 
with health system objectives – more efficient use of 
health funds 

• Experiments in many countries at all income levels 

• Rewards can be based on either processes of care or 
outcomes 

• Results so far modest, but some signs of improved 
traction  



Some examples 

• France Contract for Improved Individual 
Practice 

• Germany Disease Management Programme 

• Australia Practice Incentive Programme 

• UK Quality and Outcomes Framework 



Quality and Outcomes Framework (QOF) 

• Developed in negotiation between 
government and providers 

• Implemented in April 2004 

• Major emphasis on clinical quality 

• About 20% of income determined by quality 
incentives 

• Major reliance on self-reporting (with external 
audit). 

http://www.qof.ic.nhs.uk/ 

http://www.nhsemployers.org/pay-conditions/primary-890.cfm  

http://www.qof.ic.nhs.uk/
http://www.nhsemployers.org/pay-conditions/primary-890.cfm
http://www.nhsemployers.org/pay-conditions/primary-890.cfm
http://www.nhsemployers.org/pay-conditions/primary-890.cfm
http://www.nhsemployers.org/pay-conditions/primary-890.cfm
http://www.nhsemployers.org/pay-conditions/primary-890.cfm


Hypertension:  
indicators, scale and points at risk 

Records  Min  Max  Points 

BP 1. The practice can produce a register of patients 

with established hypertension  

9 

Diagnosis and initial management  

BP 2.The percentage of patients with hypertension 

whose notes record smoking status at least once  

25 90 10 

BP 3.The % of patients with hypertension who smoke, 

whose notes contain a record that smoking cessation 

advice has been offered at least once  

25 90 10 

Ongoing Management  

BP 4.The % of patients with hypertension in which 

there is a record of the blood pressure in the past 9 

months  

25 90 20 

BP 5. The % of patients with hypertension in whom 

the last blood pressure (in last 9 months) is 150/90 or 

less  

25 70 56 



Hypertension 2001-2006 

HBP4 Blood pressure recorded in last 9 months 

HBP5 Blood pressure < 150/90 in the last 9 months 
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Source: Cashin, C. Chi, Y., Smith, P., Borowitz, M. and Thompson, S. (forthcoming), 

Paying For Performance in Healthcare: Implications for health system performance 

and accountability, Open University Press 
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Australia X X X        X 

Austria            

Belgium X  X X  X X     

Canada            

Czech Republic X X  X        

Denmark           X 

Estonia X X X        X 

Finland            

France X X X        X 

Germany X  X        X 

Greece            

Hungary X           

Iceland            

Ireland            

Italy X X X         

Japan X X X X X X X X    

Korea       X X X  X 

Luxembourg            

Mexico            

Netherlands            

New Zealand X X X        X 

Norway            

Poland X X X X X X      

Portugal            

Slovak Republic    X   X X X X  

Spain X X X X        

Sweden            

Switzerland            

Turkey X X  X X  X  X   

United Kingdom X X X X X X X X X X X 

United States X X X X X X X X X X X 

 



Performance measurement for efficiency 3: 
Patient reported outcome measures (PROMs) 

• Intention is to better measure the outcomes of 
treatment from a patient perspective 

• In principle can be used to compare providers or 
treatments 

• Many methodological challenges, but potentially 
very important for treatments with high volumes, 
where mortality is not a reliable indicator of outcome 





EQ-5D: A Generic Quality of Life 
Measure 



Improvement in self-assessed 
health status after operation 

 



Eight excuses for ignoring 
performance data 

• ‘You cannot measure what we are trying to achieve.’ (eg mental 
health) 

• ‘Our objectives go beyond what you are trying to measure.’ (eg 
waiting time targets) 

• ‘The data you are using are of poor quality and cannot be relied on.’ 

• ‘There are external factors that influence our performance that you 
have not taken account of.’ (eg low income population) 

• ‘The risk adjustment methods you have used are inadequate.’ 

• ‘There is huge uncertainty in the reported measures.’ 

• ‘The data you are using are out of date.’ 

• ‘We are unique and cannot be compared with other institutions.’ 



Some basic principles of 
performance measurement 

• Seek to measure attainment of all objectives 

• Vigorous data quality assurance and audit 

• Good risk adjustment for external influences on 
performance 

• Uncertainty intervals for all performance scores 

• Better analytic techniques to understand 
performance data 

• Effective accountability arrangements to ensure that 
providers take note 

 

 

 



Without performance 
measurement: 

• No means of identifying good and bad 
delivery practice (‘what works’) 

• No evidence with which to design health 
system reforms 

• No means of identifying good and bad 
practitioners 

• No protection for patients or payers 

• No case for investing in health care. 



Performance Measurement for Health 
System Improvement 
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