
Measuring and improving 
state sector productivity 
Feedback for questions 

1. Q1 Which types of government services most readily lend themselves to the direct measurement 
of outputs? Which services don’t lend themselves to this? 
We would suggest that health does not lend itself to direct measurement of outputs.  Multifactorial 
influences impede direct measurement such as pre-existing health status, non-compliance with 
medical advice, geographical weighting, etc. 

2. Q2 What progress has been made in implementing the recommendations of Statistics New 
Zealand’s 2010 report, Measuring government sector productivity in New Zealand: a feasibility 
study? 

3. Q3 Which, if any, of the recommendations in Statistics New Zealand’s 2010 feasibility study 
should the Commission re-examine? 

4. Q4 What do government agencies currently do to measure their productivity? How do 
government agencies use productivity measurement to improve the productivity of core services? 
Where productivity measures in health have been implemented (such as the 6 hour rule for ED) 
that had their root in quality (outcomes shown to be poorer for patients in ED for longer than 6 
hours).  Has an improvement in quality been audited or just assumed now that the 6 hour rule is 
taken as an improvement in productivity (despite some suspicion by many staff that patients are 
moved through to new ‘holding areas’ that are no longer called ED but seem to carry an extended 
function that used to be within ED – has time in ‘ED’ really been reduced)?   
Has a ‘real’ improvement in patient results been seen or is this just a paper exercise with no ‘real’ 
patient benefit? 

5. Q5 How should the selection of outputs differ for different users of productivity data (Ministers, 
Chief Executives and managers)? What principles should guide these decisions? 

6. Q6 Are there instances where a subset of core outputs would provide a reasonable indicator of the 
efficiency of a state sector organisation or programme? For what services or organisations is this 
most likely to be the case? 

7. Q7 Should the Commission explore willingness-to-pay methodologies further for the purpose of 
valuing government non-market outputs? Are there any other viable alternatives to cost-weighting 
as a way of valuing and aggregating public sector outputs? 
NZCCCN unanimously says no.  People would not understand and would say what they are able 
to pay.  They would measure against their current health status – healthy people would value 
cancer treatments less than those with cancer.  There would be a disconnect between value and 
ability to pay.  People may well attribute a low cost figure in fear of having to be made to pay for 
the service. 

8. Q8 For which services would it be reasonable to assume quality remains unchanged over time? 
In no service does quality remain unchanged.  Quality improvement and updating is constantly 
required as new evidence is discovered/proved and changes in the dynamics of society and its 
behaviour are fluid. 

9. Q9 What services need to be quality adjusted? What indicators of quality should be used for the 
different state sector services? 
Quality should be considered for most health service outputs.  Up to date, evidence-based 
information should be used where possible.  Education should be supported as this is often where 
new evidence is generated – ensuring the evidence is recorded and available should also be 
addressed as much academic work may disappear causing duplication rather than reinforcement. 

10. Q10 Is case mix adjustment of productivity measures feasible in state services other than for the 
outputs of hospitals? 



11. Q11 How should the Commission think about developing productivity measures in areas of the 
state sector where services are collectively consumed? 

12. Q12 How well are agencies and service providers (eg, schools, DHBs) able to cost their activity 
at an output level? 
Good health or good health outcomes are ‘priceless’ to individuals who do not personally bear the 
cost.  To the community there is a measurable outcome in whether and how quickly the individual 
can return to work but their contribution at a societal level (unpaid child care, familial support and 
cohesion, familial advisory roles etc) are currently unable to be ‘costed’. 

13. Q13 How good are government agencies at “activity-based costing”? How well do they 
understand “cost-to-serve”? What are the barriers to agencies doing this well? 

14. Q14 How well do agencies’ financial management systems line up with their outputs? 
15. Q15 For which state services are co-payments most common? For these services, does good data 

exist on the share of cost covered by co-payments? How should the Commission take co-payments 
into account when developing productivity measures? 
There are a large number of charitable trusts and voluntary workers within the health service.  Co-
payments would also take ACC funding into account but it is difficult to measure doctors and 
nurses working through their breaks, working past their finish time and going ‘above and beyond’ 
for their patients.  How this is affected when productivity targets become the focus is just as 
difficult to measure but can be seen in staff burnout, disillusionment and a reduction in ‘above and 
beyond’ performance.  

16. Q16 What public sectors/services should the Commission focus on as case studies for developing 
productivity measures? Why? 

17. Q17 What challenges are there to measuring productivity of the health system, or the productivity 
of health services? How can those challenges be overcome? 
 

18. Q18 What challenges are there to measuring productivity of the education system, or the 
productivity of education services? How can those challenges be overcome? 

19. Q19 What challenges are there to measuring productivity of the justice system, or the 
productivity of justice services? How can those challenges be overcome? 

20. Q20 What challenges are there to measuring productivity of the social services system, or the 
productivity of particular social services? How can those challenges be overcome? 

21. Q21 How are current performance indicators used in the state sector? Are performance indicators 
used for different purposes in different parts of the state sector? If so, what factors explain the 
different uses? 

22. Q22 What are the different needs of ministers, chief executives and managers in using 
productivity measures? 

23. Q23 Assuming reliable efficiency measures can be developed, what factors would influence the 
use of these measures by decision makers with in the state sector? How could the use of efficiency 
measures be promoted? 

24. Q24 Would measures of efficiency strengthen the existing performance framework? Why/why 
not? Which aspects of the existing performance framework would gain most from the inclusion of 
efficiency measures? 

25. Q25 How could measures of efficiency augment existing performance measures? 
26. Q26 What other countries have good processes in place to measure and improve state sector 

productivity? 
Sweden and Denmark 

27. Q27 What examples from the private sector illustrate best practice in understanding and 
improving productivity? 
The problem with the private sector is that its primary focus is to create profit for its shareholders.  
This should NOT be a focus of a state sector.  Frivolous spending should, however be avoided, as 
should unnecessary levels of management and overemphasis on productive targets.  Taking 
private sector examples should be very cautiously approached as the primary function is entirely 
different, no matter which area is examined! 

28. Q28 Does the capability exist within the state sector to measure and interpret productivity? Where 
is capability strong and weak? 



Financial measurement is a poor measurement of productivity where it is not the intended output.  
Taking a monetary ‘equivalence’ measurement is just as unhelpful. 

29. Q29 What actions could the government take to help state sector organisations measure and 
understand their productivity? 

30. Q30 What systems and processes would support the regular and rigorous measurement of 
productivity (at a sector and service level)? 

31. Q31 How innovative are New Zealand’s state sector agencies? What are the barriers to innovation 
in the state sector? What examples or case studies are there of successful attempts to change 
government processes to improve efficiency? 

32. Q32 How effective is the state sector in using ICT to realise productivity improvements? What 
are the barriers to government doing this well? 
ICT seems to be an area where unwieldy systems cause more, rather than less, impediments to 
improvement.  Difficulties with lack of adaptability and systems becoming obsolete cause 
difficulties and do security issues. 

33. Q33 How do public sector cultures support or discourage efforts to improve productivity in the 
state sector? 
Focus on more measurable aspects to increase productivity seem to result in financial penalties 
when missed no matter what else is happening at the same time.  Penalising for elective surgery 
not conducted makes meeting next targets more difficult. 

34. Q34 How do public sector cultures support or discourage efforts to improve productivity in the 
state sector? 
Coming in under-budget may result in the budget being reduced for the following year therefore 
there is a lack of incentive to underspend and unnecessary spending may occur just to maintain the 
income stream. 

35. Q35 Does the public finance management system inhibit agencies from redirecting their activity 
to more productive ways of delivering public services? 
Individual pay streams may mean that measures that are very successful in reducing illnesses are 
costing one area initially and benefiting another in the longer term – the first area cannot sustain 
the cost over a long enough period for the second area to benefit from in terms of their individual 
finance streams therefore the successful measures are abandoned and the high cost of later 
treatment continues. 

36. Q36 What other barriers are there to government agencies taking steps to improve the efficiency 
of their operations? 


