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ABSTRACT

Cooperative activity necessitates participants askedging joint goals, often
delegating resources, consequent performancerddilaccountability reporting and
feedback (Levaggi, 1995). Thus, accountability is peocess reflecting the
interdependence of social relationships (Rober@91)l Such interdependence is
evident in publicly funded health care systems whgovernments contract with

autonomous providers, as occurs in the New Zeglanhry health care system.

Primary health care (as patients’ first point ohtaet with the health system) was
reformed significantly with the launch of tReimary Health Care StrategyMinister

of Health, 2001) effective from May, 2002]. Incredsgovernment funding became
available to Primary Health Organisations (PHO®)\ rentities that were to act as
intermediaries between the government on the omel,hand primary health care
practitioners on the other. PHOs became responfibldesigning and contracting for
the delivery of primary health programmes so asnfarove their communities’ health
(Minister of Health, 2001). Consequent upon inceeapublic funding distributed
through these organisations, the government regjalid°HOs to be ‘fully and openly
accountable’ for all public funds they receive. @¥r and Unerman (2006) term
this ‘holistic’ accountability. Further, PHOs mudbe private not-for-profit
organisations, reducing the likelihood that publicds will be diverted to shareholder

dividends paid out by profit-oriented providers (léiter of Health, 2001).

Despite the promise of accountability, the chalemngf meeting the expectations of
multiple stakeholders and choosing effective actahitity mechanisms potentially
mitigate against PHOs discharging accountabilityecagitely. Accordingly, this
research is an interpretive study into the undedstey of PHOs and their
stakeholders of ‘to whom’, ‘for what’, ‘why’ and dw’ accountability is discharged
and how these challenges are managed. Four PH@srded to be included as case
studies during the 2006 and 2007 financial yeahnss €thnographic research collected
financial and non-financial data, observed comnymiteetings, interviewed key
stakeholders and integrated research participdeetiback to reflect on current
theory.



It was found that stakeholders expect PHOs to itisereither community or their
funding and service providers, giving rise to pbkesiconflicting demands. PHOs
appear to manage this conflict internally, althodlga manner in which they do so
evokes particular external images. Some DistricaltheBoards (DHBs), as PHOs’
funders, seek to manage PHOs’ prioritisation byitpasthemselves as the arbiters of
community needs. Further, while tReimary Health Care Strateggppears to require
accountability to counter-balance control of PHOghwenhancing trust in DHB/PHO
relationships, in this research it was found thetOB subjected to strong funder

control experience reduced autonomy and, by exdangwer opportunities to learn.

A further finding of this research was that ‘mappithe observations of stakeholders’
expectations and the operation of control andiasttagainst each other enables the
identification of deficits in the process of haltstaccountability. Accordingly,
suggestions for mechanisms that will enable PHOsatance multiple stakeholders

and discharge holistic accountability are derived.
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1. INTRODUCTION

1.1. Primary Health Care environment

New Zealand’'s State health expenditure has esdalateecent years from $5,309
million in 1990 to $8,319 million in 2002 — a reminual growth in public expenditure
of 3.8 percent and an increase of 3.2 per centgaita each year (Ministry of Health,
2004a): Expenditure increases have been most marked imrdee of primary health
care, reflecting New Zealand’s commitment to impéewmng the World Health
Organisation’s (1978) Alma Ata Declaration recomuotegtion that primary health care
be the central focus of nations’ health systems:idter of Health, 2001). The Alma
Ata Declaration also recommended that primary hezdre, as a patient’s first point of
contact with medical professionals, be deliverediitagly (by being universally
available and accessible to all citizens) and roigigens’ continuing health care neéds.
The New Zealand Government introducedPramary Health Care Strategin 2001,
emphasising its desire to improve primary healtte Gccessibility; it also noted that

improved citizens’ health would be beneficial te ttonomy.

New Zealand is not alone in expending escalatinguants on its health care system.
The United Kingdom (UK) and the Netherlands, foample, have both introduced

health care reforms in the last thirty years ay theeve sought to improve performance
in their State funded health care systems. Howgwdblic funding for health care is

limited and, consequently, taxpaying citizens puesgovernments to design solutions
that will deliver improved health care servicestegfectively as well as equitably.

During the 1980s, many Western governments, inofydine UK, Australia and New
Zealand, introduced new systems for managing p@ipenditure, termed New Public
Management (Wallis & Dollery, 1999). The key pripleis of New Public Management
were:

(i) to reduce State involvement in activities that doog performed effectively by

private businesses or communities by transferrimgh sactivities to market-

This resulted in government expenditure on hedding from 3% of GDP to 5.74%. By comparison,
government’s total expenditure on education indlmme period increased at a rate of 1% of GDP to
total 5.15% in 2002. (‘Total Investments in Edueati Downloaded from the internef'@une 2008
from www.educationcounts.govt.nz/statistics/data_cubesiirces/382)

The definition of primary health care from thema Ata Declaration is presented in Chapter 2.
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based mechanisms (examples in New Zealand inclbdeptivatisation of
Telecom, State Insurance and the Tourist Hotel @atmn). Through this
means, governments could transfer to private baseseand communities the
risk of failing to deliver promised services ategn rates (English, 2005);

(ii) to retain State involvement as the primary fundexativities for which the State
needs assurance of continued supply, but requgavgrnment Departments to
reduce their involvement in these activities bytcacting-out service delivery to
private business and communities (examples in Nealahd include education
and health). This was accompanied by regulation mmwitoring of those
involved in delivering these services by means iofer alia, ombudsman
systems, public forums, and citizens’ juries, ascdbed in detail in Chapter 2;

(i) to retain State delivery of services that could, rat were unlikely to be,
delivered effectively by private organisations, lémanding accountability
from the relevant public sector entities for publgpods outputs. The
requirement for public entities to be accountabledutputs replaced the former
requirement for Departments to be answerable far #xpenditure management
(Walker, 1996 The new approach was underpinned by contractual
arrangements between Ministers and the Chief Ewkesutof Government
Departments (examples in New Zealand include thicé’@nd the Defence

Force).

New Public Management spawned a new vocabularyaasidar separation of the roles
of ‘purchaser’ and ‘provider in a range of areasluding education and health
(Walker, 1996). Within the New Zealand health cseetor, New Public Management
resulted in the Ministry of Health identifying itfeas a ‘purchaser’ of health care
services and the health professionals and agents, whom it contracted, as
‘providers’, to signify its more dispassionate ratea system where the State funded
public, private and community health providers.

Since its introduction in the 1980s, New Public Mgement means governments have
increasingly become parties to contractual or gaiig arrangements with not-for-
profit organisations (Walker, 2004). Governmentpesy to believe that contracting
with such organisations is advantageous as theg@nigations can carry out public

policy at a local level and employ both remunerated voluntary staff. Other potential

®  The distinction between accountability and arsiiity is discussed in Section 1.2 below.
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benefits include lower transaction costs in thaeveey of social services, growth in
social capital and buy-in from communities for gowaent-funded programmes
(Kearns, 1994}. The effectiveness and flexibility of not-for-proforganisations in
delivering social services such as health care leareed them the title of ‘magic
bullets’ (Vivian, 1994). The word ‘magic’ also refits the enthusiasm with which

governments have implemented this option.

In New Zealand, prior to New Public Managementrageaments in the primary health
care arena, the Government subsidised primary healte by part-funding citizens’
visits to General Practitioners (GPs). Under a-ffaeservice’ system, GPs were paid a
fixed subsidy for each patient visit, with the pat paying the balance of the relevant
GP’s fee. This funding structure remained largehchanged from 1941 until the
introduction of thePrimary Health Care Strategyn 2001, despite rapid change
affecting the wider health sector (McAvoy & Cost2005).

The first New Public Management reforms in New Zed!s health system began with
the Area Health Boards Act 1983. In accordance wWthAct, 14 Area Health Boards
were established progressively to reform publicltheand public hospital services.
These reforms were introduced in an attempt toeaehcost efficiencies in public sector
institutions and, through the State Sector Act 1888 the Public Finance Act 1989, to
make these institutions accountable to the MinisteHealth for outputs achieved
(Ashton, 2005). While Davies (1989, p.87) acknowledl efficiencies may ensue, she
asserted that a second objective (improved respamsss to communities) resulted in a

“conflicting and confusing accountability structure

A change of Government in 1990 (from Labour to bladl) resulted in a further series
of reforms aimed at achieving efficiencies in tlealth sector. These were introduced
through the Health and Disability Services Act 1998e Area Health Boards were
replaced with 23 Crown Health Enterprises. Thesewestablished as publicly owned
companies and were required to operate competitiagbroviding secondary (hospital)
health care. In addition, responsibility for therghase of health care services was
transferred from the Ministry of Health to four Regal Health Authorities. These new
Authorities contracted with the Crown Health Entesgs for secondary health care;
they also purchased primary health care serviaga focal providers (including GPs)

4 A more complete argument of the reasons foratiategy is provided in Chapter 2.
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through subsidies paid by a central company, Hedthefits Ltd. Concurrently, these
subsidies were reduced (Jacobs, 1998). As a responghese changes, many GPs
formed, and/or joined, Primary Care Organisationginly in the form of Independent
Practitioner Associations (IPA%)Some of these IPAs became intermediaries between
Health Benefits Ltd and GPs, by managing the pmingsof GP funding claims. A
number of IPAs also became actively involved inspreing GPs’ views to their
Regional Health Authorities.

In 1996 when a National-led coalition governmentswarmed, the four Regional
Health Authorities were folded into a single Hedftimding Authority and the emphasis
on competition in health care delivery was removEde Crown Health Enterprises
were re-named Hospital and Health Services in 1&8¥ they continued to contract
with the centralised Health Funding Authofity.

A further change of Government in 1999 (to a LaHedrcoalition) reversed the policy
of centralisation of health services and, in 2@DPistrict Health Boards (DHBS) with

local representation were established to underada purchasing of health services
(Ashton, 2005; McAvoy & Coster, 2005). This mostert re-organisation provided a
foundation for new structures and funding programfoe primary health care to be
established through tHerimary Health Care Strategyhich became effective in May,

2002 (Minister of Health, 2007).

A key outcome of this Strategy has been increasddiqpfunding chanelled through

new organisations called Primary Health Organisati®PHOs). These are built on the
IPA concept, in that PHOs act as intermediariesvben the government on the one
hand, and GPs and other primary health care prvide the other. However, their
remit is broader than that of the IPAs as PHOsrageliired, under the Strategy, to
design and fund delivery of primary health prograasnso as to improve their

communities’ health (Minister of Health, 2001). Pgihave been progressively
established around New Zealand so that by 2006ahdb80 locally-based PHOs were

> As noted in Chapter 3, 84% of GPs joined a Piyn@are Organisation of some sort. Of those, 80%

joined IPAs, 15% linked into loose (non-IPA) netk®r 3% contracted separately with Health
Benefits Ltd and 2% were connected to community-@dvarganisations.

This was established in 1997 as the Transitidfedlth Authority and was re-named the Health
Funding Authority in 1998.

Details of this Strategy are provided in ChafeKey elements of the new structure are depitted
Figure 1-1.



contracting with their local DHB to provide primangalth care servicdsThe Primary
Care Organisatiofigin particular IPAs) have sponsored, and many tshareholdings
in, these new organisations, as the IPAs contiouprévide professional support for
GPs. However, the relationships between IPAs amdecu PHOs are varied. For
example, some PHOs:

» are owned as vehicles of IPAs and the IPA is tie Sltareholder;

* have been formed through partnership between IPdfoaother Primary Care

Organisations;
» are owned jointly by an IPA and one or more commyuinusts;

e are managed by community-owned Primary Care Orghoiss.

The change to a multi-professional, community-isila approach is similar to that
adopted in the UK for the delivery of primary héatare (Hill, Fraser, & Cotton, 2001)
except that, in New Zealand, the government reguttdOs to be private not-for-profit

organisations rather than public sector organieatas they are in the UK.

From the 2002-3 financial year, the New Zealand €eoment committed new budget
funds totalling $2,200 million to be spent over foowing seven years, to cover the
cost of establishing PHOs and to subsidise additipnmary health care services. The
2005 budget voted an extra $196.4 million to furdtlidonal subsidies aimed at
lowering patients’ primary health care chardfeAs State spending on primary health
care has increased, questions have been raisedvasether public health dollars are
being spent to improve citizens’ health, on adniats/e costs, or on further reforms in
the primary health care sector (Barnett & BarrZ@04a; Howell, 2005; Jacobs, 1993).

As shown in Figure 1-1 (and explained in detaiCimapter 3), th&rimary Health Care
Strategyinvolves a number of parties. Firstly, the Ministé Health is responsible for
implementing the government strategy in respedteaafith care, allocating funding for
health care derived from general taxes, monitotimegdelivery of health care services,

and planning and/or funding national services amjepts'' The Minister accomplishes

Primary Health Care professionals are free tddewhether or not they will contract (as proviajer
with PHOs. In 2006 a few GPs remained on the otd-g002) system. In excess of 95% of New
Zealanders receive primary health care services f610s.

See note 5 for the form of these Primary Camga@isations.

1 Hon Pete Hodgson: ‘Budget 2005 Health overviedownloaded from the internet i&une 2006
from http://www.beehive.govt.nz/View Document.aspx?DoeunttD=23144

1 For example, services from the New Zealand He@imps and Plunket. National projects include
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this by entering into an annual output agreemettt Wwis Department, the Ministry of
Health. The Ministry of Health is responsible forowding policy advice and
information to the Minister and processing paymeatie DHBs.

Figure 1-1: Role of the key actors in the New Zeatal Health System

CENTRAL GOVERNMENT
Minister of Health ]
A
MINISTRY OF HEALTH
e Provide policy advice
e Provide health information
e Process payments to DHBs
Acting on behalf of the Minister
e Implement, administer and enforce
legislation and regulations
e  Allocate funding and monitor
e Plan and fund national projects
. =
21 DISTRICT HEALTH BOARDS (DHBs) %
A
PHO, NGO and private Providers — include
®  Pharmacists, laboratories, radiology clinics D'St”‘g He_adlth Board
® GPs, Midwives, Independent nursing practices .rov1 ers .
. ®  Predominantly hospital
®  Voluntary providers services
* C(?mmumty .thtS ® some community services
O Ty T assessment, treatment and
®  Maori and Pacific Providers melel i Eiien services
e Disability support services
Services Services
i Co-payments
New Zealand Population J

(adapted from Controller and Auditor-General, 2006)

The 21 DHBs are each responsible for a particuergoaphical area (as shown in
Appendix 1). Through their ‘provider arms’, theylider secondary health care services
such as hospital services, community services assesament, treatment and
rehabilitation services. In addition, DHBs contrémt health care services from private
providers as well as non-governmental organisatidédGOs) who deliver services

through: laboratories, radiology clinics, Generaaddice medical centres, midwives,
private hospitals and Méaori and Pacific Providdigiori Development Organisations

have particular responsibilities for achieving sped M&aori health gain priorities, co-

the Meningitis B Immunisation Campaign.



ordinating service delivery, and working with bditéori and mainstream providers to
build their capacity to deliver comprehensive aesponsive services to M&ori. Pacific
Providers have similar responsibilities in respettPacific populations (Minister of
Health, 2001)*?

DHBs also administer thBrimary Health Care Strategydelegating responsibility for
primary health care by contracting with (at pres@&t locally based PHOs. Each PHO
contracts with appropriate health care providerB@\urses, and other Health Clinic
professionals). Individual patients select a preférhealth care provider who enrols
them in the Ministry of Health-approved PHO with iah they contract. Individuals
may enrol with only one PHO, as the Ministry of Hledas stated that it is not possible
to manage its new population-based funding in retspleduplicate enrolments.

DHB contract payments are no longer tied to pati@natvisits on the former ‘fee-for-
service’ basis. Instead, under tRemary Health Care Strategythey are based on a
population-based formula called ‘capitation’ (Miteis of Health, 2001). Under this
system, DHBs, funded from general taxes levied Ibtegpayers, pay a fixed amount
on an annualised basis for the PHO to supply pgrhaalth care services to its enrolled
population. However, in general, this does not imdlbe relevant health professional’s
fee per visit, therefore, patients are requirechke co-payments when they visit their
health service provider. Citizens who choose natrimol in PHOs are unable to avail
themselves of capitation-funded primary health daremay instead use the services of
GPs who remain outside the capitation system orgphigher fee than PHO members

when they visit health professionals who are catécto a PHO.

As may be seen from Figure 1-2, the characterisgticBHO membership vary quite
markedly. Some of these variations affect the difending PHOs receive from the
relevant DHB. Capitation funding is based primaoly the number of members (i.e.
people enrolled) in a PHO and, in addition, eactOPidceives an administration fee
from the relevant DHB proportionate to its numbemembers:

12 Three Maori Development Organisations have dista distinct PHOs, (Hauora Hokianga, Ngati

Porou Hauora and Taumata Hauora) whilst a numbeatledr Maori Development Organisations
contract with existing PHOs to deliver servicegé&ted to meet M&ori needs.

13 A detailed description of the PHO funding bagegrovided in Chapter 3. The PHO capitation

funding formulae is provided in Appendix 2.



Figure 1-2: Variations of some key PHO characterists™

Factor Minimum Maximum

Number of members Whangaroa PHO - 3,133 Partnership Health Canterbury -
(Total enrolled = 3,909,791) | members 341,208 members

Capitation Funding per quarter Whangaroa PHO - $123,314 Partnership Health Caunter-
(Total = $109,285,992) $8,599,391

Percentage of members in Whakatipu PHO -0.07% Hauora Hokianga Integratd@®P-
Quintile 5 97.27%

Percentage of members in Whangaroa PHO - 0.15% Karori PHO -58.1%

Quintile 1

Percentage of members under Taieri and Strath Taeiri PHO -| Total Healthcare Otara - 50.92%
25 years of age 29.69%

Another important determinant of capitation was 8uwio-economic rating of the
geographic area in which a PHO’s members live. P#{@s more members from areas
with a lower socio-economic rating originally regsdl funding at a higher rate per-
member resulting in higher GP visit subsidies aner patient contributions. This
assisted these PHOs to fulfil the government’s gdaincreasing access to primary
health care to those most in need, however sinbe 152007, the core capitation
funding between PHOs has not been differentiatedespect of socio-economic
characteristic® PHOs also vary in respect of factors such as a&geodraphics and

areas of habitation (whether PHO members are raralurban dwellers or the

composition is mixed).

Further, PHOSs, as their name suggests, are coeppraviders of primary health care,
rather than specific individuals, but they may take of a number of different legal
forms. Although internationally, primary health egsroviders may be constituted in a
variety of forms (they may, for example, be privatefit-oriented entities, public sector
organisations, private not-for-profit organisatioimsolved in service provision in a
philanthropic capacity, or health care funders thelres), the New Zealarférimary
Health Care Strategyequires PHOs to be private not-for-profit orgatisns but they
may, for example, be incorporated societies, trustslimited liability companies
(Perera, McDonald, Cumming, & Goodhead, 2003).

14 Extracted from data provided by the MinistryH#alth as atLApril, 2006.

15 A quintile is a statistical measure of socio+emmic disadvantage presented as a deprivation index

New Zealand census data is analysed in meshblsoiall(areas with a median of 90 people) against
nine socio-economic variables. Meshblocks are gedupto quintiles with 1 representing the least
deprived 20% and quintile 5, the most deprived (€idler and Auditor-General, 2002a; Salmond &
Crampton, 2002). They are applied to PHOs in raspigihe quintiles in which their members live.

6 Health Promotion funding remains differentiatadéspect of PHOs' members’ ethnicity and socio-

economic status.



In addition to capitation, since January, 22006, incentive payments have been

available to PHOs that choose to enter a natioimalipaged Performance Management

Programme. The payments require PHOs to make ireprexts against national key

performance indicators relating to:

(i) the health of their enrolled members, and

(i) their performance in reducing inequalities in Healitcomes.

Performance is assessed in three areas; thatissagdicators of:

a) clinical best practice (especially amongst PHO mensmbwith high
needs);

b) administrative and processing capabilities: inalgdihe completeness of
the PHO’s members’ register and the manner in wtiielPHO provides
access for members with high needs;

c) expenditure in pharmaceuticals and laboratoryrgsti

Aside from the voluntary Performance Managemenigfmme, under th@€rimary

Health Care Strateggnd the Service Specifications (Minister of HeaR®01; Ministry

of Health, 2002), all PHOs must meet certain rezruents. More specifically, they:

must provide or purchase (for example by contrgotith GPs, medical centres
and other primary carers such as nurses) primaajttheare services that are
available ‘around-the-clock’;

are responsible for improving their community’snpairy health status. DHBs
collect data on PHOs’ activities to improve accésslth promotion and quality
improvement as well as activities to manage refesezvices;

must comply with all the relevant legal, regulatand contractual obligations to
the DHB and other funders [including private heattlre insurers and the
Accident Compensation Commission (ACC)];

are responsible for their practitioners’ and empks) adherence to the
standards of the relevant professional bodies;

must involve local communities in their governarsteucture and decision-
making;

are required to be fully and openly accountableafbpublic funds they receive.

17

In order to achieve this, they may also contraith other funders or obtain grants [for example,

from their Local Authority, or Sport and Recreatidaw Zealand (SPARC)].
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1.2. Accountability

The requirement for all PHOs to be ‘fully and opeatcountable’ for all public funds
they receive enables the Government to reduce é¢bd for expensive regulatory and
monitoring systems and this, in turn, leads toheirtcost savings for publicly funded
health care (Brinkerhoff, 2004; Walker, 1996).

The imposition of an obligation on PHOs to be actable suggests that the notion of
‘accountability’ is a commonly and well-understooahcept. However, in practice, the
term is ill-defined and is more readily identifiedhen it is absent than when it is present
(Zadek, 2003). Accountability arises from an ungiad relationship in which one party
(the acceptor) accepts delegated responsibiliteas fanother (the delegator) (Mulgan,
1997). This gives rise to an obligation for theegtor to perform, and to report on the
discharge of, the responsibility. The delegatoo &las the right to receive such reports
and to impose sanctions, or provide rewards, ipeesof the performance of the
delegated responsibility and the acceptor’s refmanteon (Birkett, 1988; Mulgan, 2003;
Stewart, 1984). While answerability is a key comgan of accountability,
accountability is distinguished from answerabilltly the right of the delegator to

impose sanctions on, or provide rewards to, the@oc (Harris & Spanier, 1976).

As a consequence of accepting delegated respotisghi({together with associated
funding) for the delivery of primary health care\sees to their communities, PHOs are
accountable for the discharge of those resporntsésiland the appropriate use of the
associated funding to at least the following stakedrs:

» the community at large, as a consequence of rexgtaxpayer derived funding;

» the Government, through the Ministry of Health a&hd relevant DHB, as a
consequence of public funding derived from the DHB;

» patients, for the primary health care deliveredvali as for the funding derived
from co-payments made by patients to the PHOs’raotdd providers;

» contracted providers of health care services, ispeet of the financial
sustainability of the PHO, as a consequence ofrachial arrangements with
employees, practitioners, practices and healthcstin

* non-Ministry of Health funders, for patient sensceas a result of receiving
funding from the relevant funder (such as privagurers and the ACC);

* non-Ministry of Health funders, for grants received respect of additional
primary health care initiatives (for example, homsulation in Mangakino by
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Lake Taupo PHO Ltd), or other special projects @gample, to SPARC for
‘green prescriptions'} which are provided to patients by a number of PHOs
(Ministry of Health, 2005a).

Faced by these multiple stakeholders, PHOs neegritoitise and reconcile their
accountability obligations. Failure to do so magule in some stakeholder groups
having their accountability obligations met, whdéher stakeholder groups’ demands
are discharged inadequately (Ospina, Diaz, & O\&ul| 2002). The difficulty of trying
to satisfy conflicting needs and expectations oftiple stakeholders has been described

by Bovens (2005b) as the problem of ‘many eyes’.

In addition to performing their accepted resporisies, PHOs must report on their
performance: “effective accountability requirestaement of goals ... transparency ...
honest reporting ... an appraisal process and canaretichanisms for holding to
account” (Edwards & Hulme, 1996, p.5). The procesdeough which organisations
may discharge this accountability obligation in&ud

(i) formal reporting (financial and non-financial); and

(i) informal reports (such as ad hoc press releasewabsites) (Bovens, 2005a).

1.2.1. Formal mechanisms by which PHOs may discharge theporting
obligations

PHOs are required to report on the performancehefr taccepted responsibilities
through disclosures that will “allow the DHB anctpublic to fully understand the use
of public funds and the quality and effectivene$sservices [provided] in order to
evaluate the results” (Minister of Health, 2003})pThe formal processes PHOs must
adopt [as outlined in their agreement with their®>finistry of Health, n.d.)] include:

» quarterly reporting to the DHB on non-ACC primamre services delivered to

enrolled and casual persofis;
* publishing annual reports containing:
0 retrospective information on specified servicesvigted, including the

PHO’s performance against its ‘agreed serviceshe(PHO consults

8 A green prescription is a health professionalitten advice to a patient to be physically actiae

part of the patient's health management. (SPARGe&B prescriptions’. Downloaded from the
internet 3% October 2006 fromittp://www.sparc.org.nz/getting-active/green-prggmn/overview)

19 Failure to provide these reports may affectRh’s funding.
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with the DHB regarding the composition of ‘agreedvices’ prior to the
start of a reporting process. These include cootisly improving the
PHOQO’s providers’ service quality, services to imgFaccess to primary
health care for high need PHO members and heatiimqition activities
in the PHO’s community); and

o audited general purpose financial statements;

» developing Maori Health Plans and Pacific HealtanBl Such plans must be
developed within six months of a PHO’s formatiorespective of a PHO'’s
enrolled population ethnicity. Once developed, PO must provide evidence
of health initiatives and health gains resultimgnirthese plans;

» providing reports to other funders in respect of-Ministry of Health funding

received (e.g. the ACC, SPARC and private insurers)

A further formal accountability mechanism which tkénistry of Health expects each
PHO to adopt (but does not mandate), is an Annweale@! Meeting (AGM) of its
memberg® In the UK, the public sector National Health Sees (NHS) Trusts and
Primary Care Trusts are required to hold AGMs al ag providing formal financial
and non-financial reports, as a component of mgehrir accountability obligations to
the public. In 2003, Hodges, MacNiven and Mell€(d2) surveyed 225 NHS Trusts in
the UK and attended AGMs of five of these Trustsniestigate the manner in which
the AGMs facilitated the Trusts’ discharge of acuaibility. They found that, despite
the AGM being a mandatory requirement, there wasffentive discharge of
accountability to public stakeholders, as the @estfailed to use the meetings to
engender a feeling of community and did not seelghbtain, constructive feedback on
their performance as trustees. As a consequenadgddet al. (2004) concluded that

these AGMs constituted a weak means of dischammeguntability obligations.

Nevertheless, other commentators have noted thaflsAGomplement annual reports
and provide an important feedback mechanism. Famgke, Catasus and Johed (2005)
were part of a team of seven researchers who raggdtaccess to the AGMs of 36
companies listed on the Stockholm Stock ExchangteoAgh some have described the
AGM as a ritual (for example, Apostolides & Bode2Q05; Spira, 2004), these

2 The Ministry of Health confirmed that PHOs aret mequired to hold AGMs but there is an

expectation that they will, in order to comply witie Minimum Requirements for PHOs to involve
their communities in their governing processes dathonstrate that they are responsive to their
communities’ priorities and needs (email, MinistfyHealth, 17" November, 2005).
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researchers found that the AGMs provided oppoisiifor participants to surprise
governors and to intervene in a ‘set piece’, arey thbserved that this “is one reason
why the AGM is a powerful setting” (Catasus & Joh2605, p.26). They concluded
that AGMs are the “crown jewel of corporate goveirel (p.25). This accords with the
historically-accepted wisdom that AGMs enable peopith a common interest to
gather as a community to receive reports on thdéopeance of those who have
accepted delegated responsibilities and to questiem on their past and/or future
performance (Cordery, 2005b). The opportunity taksholders to appraise governors’
performance makes these meetings one of Edwardsiainte’s (1996, p.5) “concrete

mechanisms for holding to account.”

1.2.2. Informal mechanisms by which PHOs may discharge itheporting
obligations

In addition to the formal processes, PHOs may udgermal mechanisms for
discharging the reporting component of their actabitity obligations. For example
they may:
* provide information through regular PHO membersivsletters and notice-
boards in health centres, GP practices and/ordherwnity;
* hold open meetings with ‘consumers’, their commiesitiwi,* or hapz** and
kaumitua;®
» make use of local media to inform their communitads health promotion
activities, especially media that enables a PHOcammunicate in locally
appropriate languages;
* maintain a web site to provide information andfrobtain feedback on their
plans and performance (Ministry of Health, 2005b).

In respect of formal and informal reporting, sonoenmentators (for example, Cribb,
2005b; Milofsky & Blades, 1991; Najam, 1996) hawpmressed concern that, faced by
multiple stakeholders, not-for-profit organisatiossich as PHOs, may privilege
influential funders. Government and health profassis such as GPs may demand

2L This is Maori for tribe.

22 This is Maori for a sub-tribe.

2 In this case the Ministry of Health is usik@umitua as a general term to define a Maori elder (male

or female) in thewi or hapi. These people are recognised for their wisdomkaoaviedge of Maori
language, history and customs. Maori often usdedirakuia for female elders.
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preferential treatment and obtain reports that ntkeir specific information needs
ahead of stakeholders who lack equivalent powerh @as patients, the community,

PHO employees and/or contracted providers.

In the UK, Hill et al (2001) worked with one general health practiceanarkshire (in
southern central Scotland) to develop a socialtaagda mechanism to locate gaps in the
discharge of this health practice’s accountabtltynultiple stakeholder groups and, in
particular, its patients. They found that requirf@ags to be accountable to an extended
set of stakeholders was regarded by the GPs amtehieg, or at least, “contentious as
doctors regard the [medical] practice as very miiokir own business™ (p.460) and
resented having wider reporting obligations. Follgyvthe launch of New Zealand’s
Primary Health Care Strategynd the establishment of PHOs, Matheson (2002)
expressed concern that similar attitudes by NewanelaGPs may result in inadequate
reporting, and thereby ineffective discharge of Pat@ountability to the broad set of
stakeholders envisaged by tRemary Health Care Strategy

In addition to the contentiousness of requiring @&Pseport to multiple stakeholders,
Hill et als (2001) study ascertained that, despite patieatghusiasm for health
practices to accept obligations to a wide rangstakeholders, patients were unable to
define accountability in concrete terms. As a cqus@ce, accountability expectations
could not be established and this potentially reduthe effectiveness of the discharge
of the health practice’s accountability obligatiqhsll, Fraser, & Cotton, 1998; Hilket

al., 2001); it also highlights one of the challengexirig primary health care
organisations (such as PHOs in New Zealand) sea&ibg accountable to a wide set of

stakeholders, including patients or members.

In Ireland, the government’s programme of assiganadeveloping countries [through
Development Cooperation Ireland (D€]has recently required NGOs that deliver aid
to demonstrate broader and more inclusive accoilityaihan has been recognised by
these organisations in the past. O'Dwyer and Uneri{2906) termed this ‘holistic’
accountability, examining relevant documents anderiiewing twelve senior
employees of a number of the NGOs, as well as thigrella body for NGOs in Ireland
(Dochas) and DCI, to ascertain why increased adebility demands have emerged
and how those demands are met. They found thairganisations had institutionalised

24 From 27 February, 2006 DCI was re-named Irish Aid.
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narrow accountability mechanisms designed to enaaoeuntability was discharged
primarily to funders. This meant these organisaiovere reticent to commit the
resources required to forge meaningful relatiorskfh beneficiaries and communities
that were impacted by the organisations’ aid anegld@ment activities. Further, a lack
of comprehensive guidance on how to report to bgmreous audiences meant
managers were unclear as to how to include a wetlefsstakeholders in their extant
mechanisms. Historically, these organisations haenbheld in high regard by the
public; consequently, the executives of the orgdimas exhibited considerable levels
of complacency in their response to government aelmdor them to become more

inclusive in the discharge of accountability (O'marg Unerman, 2006).

In a study investigating how not-for-profit orgaati®ns can execute their obligations to
multiple stakeholders contemporaneously in a megminvay, Ospinaet al. (2002)
interviewed over one hundred not-for-profit managattending a series of leadership
courses in the United States. The most effectivih@ge managers noted that the key to
broadening organisational accountability, and nmgetnultiple accountability demands
effectively, demanded not complacency but activelgntifying and listening to

stakeholder groups.

Notwithstanding Ospinat al's (2002) study, research investigating effective mselay
which not-for-profit organisations in general, apdmary health care providers in
particular, discharge their accountability obligas is scarce. In New Zealand,
Cumming, Raymount, Gribben, Horsburgh, Kent, McODdn#ays and Smith (2005)
conducted research on the PHO ‘experience’ durihg first stage of the
implementation of théPrimary Health Care StrategyTheir initial report concluded
that, whilst PHOs were discharging accountabilibyigations to DHBs (by providing
formal reports in order to obtain their funding)ppesses to report to, and interact with,

multiple stakeholder groups were less advancediamdany cases, non-existent.

In her study of New Zealand voluntary agenciesptlivhich received funds from the
government through contracting or tax relief, orthhoCribb (2005b) found that
managers understood they were accountable to et gglaip of stakeholders and that
resource constraints would limit the extensionheiit accountability obligations. While
she interviewed managers and other employees af Woluntary organisations to

discover which stakeholder groups they prioritigedlischarging their accountability,

15



she noted: “to whom, for what and why the [not{oofit] staff and board members are
accountable has been given minimal attention, eithBlew Zealand or internationally,
by researchers or policy makers. Indeed, seveoahiment voluntary sector researchers

have identified this omission” (p.45).

Ebrahim (2003a) was one of these ‘prominent volynsactor researchers’, known for
his in-depth studies of NGOs that collect and adirate government and other donors’
aid funds in Western countries, and those deligead in Third World locations. In a

theoretical article on the state of accountabilityhese not-for-profit organisations, he
observed: “what is missing from much of the delmateaccountability is an integrated
look at how organisations deal with multiple anenstimes competing accountability
demands” (p.814).

Ebrahim (2003a) questioned ‘how’, and Cribb (20081® ‘to whom’, ‘for what’ and
‘why’, accountability is discharged by not-for-pitobrganisations that contract with the
Government to assist it with its policy deliveryH®s established as a result of the
Primary Health Care Strateggire not-for-profit organisations receiving an gasing
supply of government funds. However, they alsoiveckinds from other organisations
such as private insurers and the ACC and theirraoi®d providers receive co-
payments from patients using their services. PH@gequired to be ‘fully and openly
accountable’ for these funds (Minister of Healti0Q2), to all their funders, and also for
providing agreed services to their patients and manities. PHOs may be
uncomfortable about the requirement for them toabeountable to these multiple
stakeholder groups. Faced by the ‘many eyes’ ob@at@bility (Bovens, 2005b), they
may be challenged by the diverse expectationsedf thultiple stakeholders and also by

powerful stakeholders who have the potential tdwapthe accountability process.

Further, the delivery of effective accountabilitywolves various “concrete mechanisms
for holding to account” (Edwards & Hulme, 1996, .9 hese include formal
mechanisms — annual reports, plans and AGMs — Haweformal mechanisms such
as newsletters, community meetings and media ededdowever, PHOs may lack
adequate guidance on the most effective mechanisnemploy given their limited
resources. These two challenges: simultaneouslyimgethe expectations of multiple
stakeholders and the choice of effective accoulittabechanisms, potentially mitigate

against PHOs attaining full and open public accabitity as required by the Minister
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of Health (2001; 2003). Accordingly, PHOs providerieh field for investigating
relevant and significant issues in the dischargeacfountability by not-for-profit

organisations.

1.3. Research aims and objectives

Following from the above discussion, the aim ofstihesearch is to examine the
accountability relationships of PHOs in New Zealand to determine the mechanisms
by which they might best discharge their accoutitgbibbligations to multiple
stakeholders. In order to achieve this aim, thears has the following objectives:
(i) to define the concept of accountability and exaniise&ey components within
the context of not-for-profit organisations;
(i) to examine the nature, structure and responsdslini PHOS;
(i) to identify PHO stakeholders, and analyse theatieg importance to PHOs and
the manner in which they affect PHO accountability;
(iv) to identify and evaluate the various means by wiHEIDs may discharge their
accountability for their financial and non-finanaiasponsibilities;
(v) to determine and evaluate the means PHOs currentploy to discharge their
accountability obligations to their multiple stakédters;
(vi) to identify the most effective means by which PHCmn discharge their
accountability obligations to their multiple stakddhers
(vi) to make recommendations to relevant policy makerd key funders on

effective means by which PHOs can discharge tloeioantability obligations.

This research seeks to synthesise the accoumnyalfiitneworks of not-for-profit
organisations against stakeholder models throughingrpretive lens. Thus, the
research seeks to deepen the understanding ofaheemin which the PHOs currently
manage their various stakeholder groups to disehlaojstic accountability, in order to
identify best practice.
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1.4. Research methodology

In order to achieve the research objectives, theviong methods will be employed.

1.4.1. Literature review

Relevant literature from the fields of accountdbijlpublic sector reforms (in particular
primary health reforms), stakeholder salience, misgdional sensemaking, and
governance, will be reviewed. Databases, includtngguest, Web of Knowledge and
EBSCOhost will be searched using key words suctaesountability’, ‘community
consultation’, ‘organisational sensemaking’, ‘not-profit governance’, ‘trust’ and
‘stakeholders’, combined with ‘primary health caréiealth reform’, ‘NHS Trusts’
‘Primary Health Organisations’ and variants. Theerature accessed will include
academic journal articles, books, monographs anéecence papers. Relevant doctoral
and masters degree theses will also be identifiedugh the databases and accessed
where possible. References listed in these thesbtha other literature accessed will be

reviewed to identify pertinent literature not saoichrough the database searches.

The literature will be analysed and synthesisedidentify relevant and topical
information about the key components of the theang practice of accountability,
especially as it relates to not-for-profit orgatisas in the primary health care sector. A
key objective is to identify the findings of pricesearch into how these organisations
discharge their obligation to account for delegatsgbonsibilities. The literature review
is also designed to refine the theoretical framé&wadopted for this study
(accountability) and, as case studies are to bé umsthis research, to review relevant

case study research that has been conducted at¢benting discipline.

1.4.2. Document review

A review of thePrimary Health Care Strateggnd other relevant documents published
by the Ministry of Health will be undertaken to gaan overview of the nature,
structure, responsibilities and mandatory requiredsedesigned to secure the
accountability of PHOs in New Zealand. The docuraeo for each of the four case
study PHOs (see below), including PHO founding deents, annual reports and

compliance reporting in respect of legal, requiatamd contractual obligations, will be
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studied for the two financial years ending 30 J2@@6 and 30 June 2007.

The document review will enable an initial impressto be formed of the expectations
of PHO stakeholders (for example, the relevant DHEBJ PHO members) and
identifying the mechanisms by which PHOs are diggihg their accountability. It will

also facilitate evaluating the role of formal andormal mechanisms as means of

securing accountability to a wide range of stakeéid.

1.4.3. Case studies

There are currently 80 PHOs in New Zealand, sse itdat feasible to study them all in
detail within this research project. Four PHOs hlagen selected for in-depth study in a
manner that ensures they represent the rangeead, siructures, geographical locations
and enrolled populations of PHOs nationwide. Dstafltheir selection are provided in
Chapter 5, but in summary, the four case study P&€s

« PHO 1 - a large PHO that is constituted as a @idettrust. Its members are
mainly city-based and enjoy higher than averagesemonomic conditions;

« PHO 2 - a large, city-based PHO that is constitiaeda limited liability
company. It has a higher proportion of Méaori anciffa Islanders than the
national average, and the majority of its membgpegence lower than average
socio-economic status and are younger than thenataverage;

« PHO 3 - a small, ethnically diverse, city-based Ptiét is constituted as a
charitable trust. Its members have incomes bel@nttional average;

* PHO 4 - a small, rural PHO that is constituted aharitable limited liability
company. Its members enjoy higher than averag®-smmnomic status and are

older than the national average.

Case study research is context-dependent and oheredn observation-based
ethnographic research method will be adopted tatige PHO stakeholders, their
relative importance and the manner in which the PH@charge their accountability
obligations to them. Key tools will include semitsttured interviews with salient
stakeholders and observations of PHO public megtsglescribed below:
(i) Semi-structured interviews: key stakeholders irheREIO will be interviewed.
These will include PHO staff, board members, DHBffstand community

members from groups representative of the PHOIlgehtaders. The interviews
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will be designed to gain insights into the meanswiych the PHOs seek to
discharge their accountability to their multipl@lstholders, the problems they
perceive in achieving this, and their level of s

(i) Observation of meetings: for each PHO studied, AGMwl community
consultations will be observed to determine anduata the effectiveness of
these accountability mechanisms in the dischargttdOs’ accountability
obligations.

1.4.4. Analysis of the empirical data

The data obtained from the document study, semcitred interviews and observation
of meetings will be collated and analysed. Analysisstakeholders’ accountability
demands and the manner in which PHOs meet mutigrieands through accountability
mechanisms will include coding against themes eéerifrom the data to build upon

extant theory.

1.5. Contribution of the study

Ebrahim (2003a, p.814) challenged researchersdertake an “integrated look at how
organisations deal with multiple and sometimes asing accountability demands”
from their stakeholders. THerimary Health Care Strategsequires PHOs to be ‘fully
and openly accountable’ (Minister of Health, 20@lk does not prescribe concrete

mechanisms by which PHOs should discharge thigatiin.

Through the various means described, this reseaiftidentify how PHOs discharge
their accountability obligations to multiple stakdders. It will also identify effective
mechanisms by which PHOs can achieve this goaliargh doing, it will assist PHOs
to design appropriate processes to fulfil theiractability obligations. Key findings of
the research will enable practitioners involvedhwitot-for-profit organisations in a
professional capacity, specifically professionakdiors, members of the New Zealand
Institute of Chartered Accountants, and advisorsnad-for-profit organisations, to

provide more targeted and informed advice.

As an outcome of the research, recommendationsbeibubmitted to relevant policy
makers (for example, the Ministry of Health) to lelegpolicies to be developed that will
assist PHOs to discharge their accountability alioos effectively to their multiple
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stakeholders. This should result in more effectise of scarce health funding and

contribute to the success of the primary healtk caforms.

This study seeks to assess the discharge of aatwlifiytin practice against theoretical
constructs, especially as they relate to the nepfofit sector. These constructs in
respect of not-for-profit organisations are relalyv recent (Ebrahim, 2003b) and,
therefore, are likely to be improved as a resulttt@d findings of this research. In
exploring the relationship between obligations t@caint and the discharge of these
obligations, this research seeks to enhance acaderderstanding of accountability in

practice and link that to accountability theory.

1.6. Limitations of the study

All research is subject to inherent bias due tgesuivity in choice of data to collect,
methodology and analysis. The challenge of ethmbgea research (which is
appropriate for this study) into socially constaedttconcepts such as accountability, is
to grasp the meanings given them by the organisatiesearched. This was mitigated in
this study by discussions and reports to the PH@alved.

The findings of this research are also limitedemts of context and time period (Irvine
& Gaffikin, 2006). The PHO reporting practices thall be examined constitute a small
sample, will be contextually based and chronoldbjiepecific. The findings will apply

to a greater or lesser extent to other PHOs andongirofit organisations, and/or at
other points of a particular PHO’s history. It istrthe intention of this research to
provide findings that are able to be generalisethéonot-for-profit sector at large, or
even to all PHOs. Attempts to do this may be ird/ar constrained, particularly in

relation to temporal and contextual matters.

1.7. Outline of thesis

This thesis is arranged in ten chapters as follows:

Chapter 1  Introduction this chapter explains the context for the redeamd sets
out its aims and objectives. It also outlines tesearch methods to be
employed and notes the expected contributions andations of the
study. It highlights, in particular, the need fand paucity of, research
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into the ‘*how’, ‘who, ‘why’ and ‘what’ of dischargg accountability
obligations to multiple stakeholders by not-for{fgrarganisations in
general, and PHOs in particular.

Chapter 2  Primary Health Care system€hapter 2 presents the WHO definition of
primary health care. It reviews literature in reatto three general
systems. Specific regulatory and monitoring medrasi to counter
inadequacies in these systems are presented, imglymerformance
monitoring and citizen participation. Contractingttw not-for-profit
organisations and the emergence of ‘Third Way qe$ are also

evaluated as a background to different nationatesgjies.

Chapter 3  The theory of Primary Health Care systems in pactithrough a
literature review and document study, this chaptefiles the delivery of
primary health care in four OECD countries to pdavan understanding
of New Zealand’'sPrimary Health Care StrategyParticularly, New
Zealand has duplicated some UK systems in requiPiH®s to involve
their communities and to collaborate in deliveriaffective primary
health care. In New Zealand no additional reguhatay competitive
practices have been introduced (as they have be#meiNetherlands),
except for the requirement that PHOs be not-fofippooviders.

Chapter 4  Accountability provides a definition of accountability, explagithe key
concepts of accountability relationships and demsahdginning with the
parties involved and presentation of the framewetkvant to the New
Zealand primary health care system. This chaptg@gests possible
reasons for not-for-profit organisations to be hatitountable and for
what, describes a process of accountability, aresgmts mechanisms
currently employed in the sector. It canvassestalenges PHOs may

face, as expressed in current literature.

Chapter 5 Research methodologgescribes and provides reasons for the particular
choices made in this research project in respectemstemology,

methodology, the PHO case studies and the metrsmas u
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Chapters 6-7 Voices from keystakeholdersand Voices from PHQspresents and
analyses the views of PHO stakeholders (in Chapteand PHOs (in
Chapter 7). This leads to the development of a conity+provider
continuum and a control-trust continuum providingsights into
similarities and differences as well as prefereraes$o whom, for what
and why PHOs are accountable and mechanisms they usa to
discharge these obligations.

Chapter 8 Buctural matters: addressing similarities and difénces this chapter
derives structural explanations for the similastiand differences
observed in the case studies in Chapters 6 and &ndlyses PHOs’
implementation of the requirement to be not-forfprarganisations.

Chapter 9  Dimensions of accountabilityeviews the observed experience of PHOs
in respect of the community-provider continuum drakntity’, the
control-trust continuum and ‘contested space’. Tdiiapter also makes
suggestions as to how any deficits in PHOs’ disghaof holistic

accountability may be addressed.

Chapter 10 Conclusion providing the key findings of the study, policy
recommendations and opportunities for further neteaThis chapter
highlights the contribution and acknowledges limmas, of the research.

1.8. Summary

This introductory chapter has provided a context jastification for the research. It has
outlined health sector reforms in New Zealand e¢fféchrough thePrimary Health
Care StrategyMinister of Health, 2001). This Strategy empowirs establishment of
PHOs, not-for-profit organisational providers, teceive the greater portion of the
Government’s increased primary health care fundiffgese PHOs are required to be
‘fully and openly accountable’ for all funding reeed and will need to prioritise and
reconcile multiple accountability obligations inder that these are discharged
adequately to relevant stakeholders. Further, adongrofit providers likely to be
constrained by resources, PHOs must also estabtfshtive means for discharging
these accountability obligations so that fundsHealth initiatives are used to the best
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effect.

This chapter has also outlined the aims and obgstof the research and the methods
used to achieve the research objectives. Thedersner described in this thesis.

In order to understand the structure of Brémary Health Care Strategin context,
typical policy solutions to primary health careidety are described in the following

chapter.
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2. PRIMARY HEALTH CARE SYSTEMS

2.1. Introduction

In this chapter, the definition of primary healtlare provided in the World Health

Organisation’s (WHQO’s) Alma Ata Declaration (WHC978) is examined and three general
systems for the delivery of primary health care digcussed. A discussion of the key
regulation and monitoring tools that have been tetbppo counter inadequate information
about delivery quality and ideal levels of demamnd gupply, which pervades all primary
health care systems, follows. The concluding secpeesents an evaluation of emerging
primary health care policies adopted by variousegoments around the world, including

contracting with not-for-profit organisations, netking and partnerships.

2.2. What is Primary Health Care?

Primary health care may be defined as the serdekgered at the first point of contact by a
patient with a health care system, whether thithleugh General Practitioner (GP) services,
pharmaceutical services or supporting nursing sesviHowever, this definition does not
embody the notion of the over-arching health dejiveystem, the funding regime, or the
beneficial role of health intervention services patients and communities. A more
comprehensive definition was provided in the Almda ADeclaration (WHO, 1978,
Declaration VI). This defines primary health case a

. essential health care based on practical, sdieatly sound and socially
acceptable methods and technology made universalgssible to individuals and
families in the community through their full pamgation and at a cost that the
community and country can afford to maintain atrg\stage of their development in
the spirit of self-reliance and self-determinatidh.forms an integral part of the
country’s health system, of which it is the cenfradction and main focus, and of the
overall social and economic development of the coniyn It is the first level of
contact of individuals, the family and communitthwihe national health system
bringing health care as close as possible to whpeeple live and work, and
constitutes the first element of a continuing Healire process.

The WHO (1978, Declaration VII) explained that siealth care systems would:

(i) be culturally appropriate and respond to countseffr needs;
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(i) address the main health problems in the community;
(iif) include eight separate components -
a) education about prevailing health problems and odsthof preventing and
controlling them,
b) promotion of food supply and proper nutrition,
c) an adequate supply of safe water and basic samtati
d) maternal and child health care, including familgrpling,
e) immunisation against major infectious diseases,
f) prevention and control of locally endemic diseases,
g) appropriate treatment of common diseases and ésjuaind
h) provision of essential drugs;
(iv) involve related sectors (e.g. housing, food, edangafcting cooperatively;
(v) promote self-reliance in communities and individuahs well as participation in
planning and control,
(vi) lead to comprehensive health care for all, througbgrated support and referral
systems;
(vii) rely on all health workers functioning as a hedakhm responsive to community

needs.

The Alma Ata Conference recommended that naticasith and sustain primary health care
as part of a comprehensive national health sys{#iO, 1978, Declaration VIII) and set
the goal of “attainment by all peoples of the wdrldthe year 2000 of a level of health that
will permit them to lead a socially and economigafiroductive life” (WHO, 1978,
Declaration V). The benefits to be derived fromedfective primary health care system —
sustained economic and social development — highlige need for primary health care to be

a prime consideration of nations’ health systems.

The Alma Ata Declaration (WHO, 1978) identified eébrkey principles as underpinning an
effective primary health care system, namely:
(i) equity, in terms of access and affordability;

(i) promoting good health (health promotion); and
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(iif) multisectoral cooperation.

The New Zealand Government endorsed the recommendaif the Alma Ata Declaration
(WHO, 1978) in its release of tlirimary Health Care Strateg{Minister of Health, 2001)
and emphasised its desire to improve primary hezdile accessibility; it also noted that
improved citizens’ health would be beneficial t@ taconomy and recognised the need to

move towards multisectoral collaboration. The thpaaciples are discussed below.

2.2.1. Equity (access and affordability)

McKee and Brand (2005) report that, between 1966 H990, advances in health care
accounted for half of the improvement in life exjaecy in Western Europe. However, not
all citizens benefited to the same extent (McKe®&nd, 2005): some were marginalised
through factors such as socio-economic statusjaityyrbelief, and being unable to express
their need as a demand. The Alma Ata DeclaratiollQ/N1978, Declaration Il) condemned
“the existing gross inequality” of different peogplehealth statuses and called upon
governments to reduce social inequality by incregaghe affordability of primary health
care, and providing universally accessible, quabtynary health care “at a cost that the
community and country can afford to maintain” (WH®978, Declaration Vla). The
continuing need to provide equitable access toityyadimary health care was re-affirmed by
the WHO on the twenty-fifth anniversary of Alma A#&HO, 2003).

2.2.2. Health promotion

This principle involves promoting health awarenard actions to improve health amongst
citizens and communities so that they take incik@satrol of their own health and health
environments. Health promotion potentially developwdividuals’ skills, embraces
community action, and fosters appropriate publitcpes and health care systems through
means such as education, community developmens/dagn and regulation. For example,
the WHO Europe (1998) recommendations include:

» education in respect of dangers of smoking, alcabake and drug abuse;
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» pre-school, primary and secondary school educdbtoteach the basics of healthy
lifestyles, including nutrition and accident pretien;

* educating adults about healthy eating and safe lemvieonments.

2.2.3. Multisectoral cooperation

This key principle requires appropriate primaryltreaare services to be delivered through
the coordinated efforts of all sectors involveahational and community development, rather
than being treated as a concern of the health rsatdoe. For example, the WHO Europe
(1998) recommended the adoption of multisectoredtegies by member countries that
include,inter alia:

* levying environmental taxes to reduce pollutiorg ancourage exercise;

* implementing trade and agricultural policies thadrmpote health by increasing the
availability and consumption of vegetables andtfand reduce the risk of food
contamination;

* increasing taxes on tobacco and alcohol produatsdoce harmful consumption and
its effects, and to prevent and treat drug use;

» undertaking urban planning to improve the healtsnaf homes and work places;

» improving foreign aid policies to ensure they act dgetrimental to the health of the

citizens of other countries.

2.2.4. Community involvement

The WHO (1978) encouraged regions and nations écthusse three key principles (equity,
health promotion and multisectoral cooperationgttain the year 2000 goal of all citizens
enjoying a socially and economically productive lifn 1985, the WHO provided statistical
measures to assist national governments gauge nth&on’s progress towards this goal.
These included the following key performance inthcst

» atleast 5% of gross national product spent ortiheare;
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» ensuring the availability of safe water in citizetm®mes or within 15 minutes’
walking distance, and the availability of adequsdaitary facilities in citizens’ homes
or their immediate vicinity;

» all children immunised against diphtheria, policeasles and tuberculosis;

 all children monitored for growth and development;

» access for all pregnant women to trained persodoeing their pregnancy and
childbirth;

» all citizens covered by primary health care sewieeincluding the treatment of
common diseases and injuries, the provision ofresdedrugs and medications, and

the control of locally endemic diseases (WHO, 1985)

The key to achieving these performance indicatdestified by the WHO (1985, p.5) was:
“a well informed, well motivated and active panpating community.” The concept of
community is not defined by the WHO but can be dbed as “an aggregation of people by
locality, ethnic, socioeconomic or political chaextstics who have coherence as a unit and
are able to operate together for shared purposesinf{pton, 1999, p.5). These shared

purposes include the design and delivery of comtragiprimary health care.

According to Flahault and Roemer (1986) and Hald amaylor (2003), community
involvement through citizen participation was instental to the success of experimental
primary health care programmes that were developdtie twentieth century to improve
public health and economic and social conditiospgeially amongst lower socio-economic
populations. The community-oriented primary healihe movement, begun after World War
Il by Doctors Sidney and Emily Kark in South Afrifidark, 1981), was the most successful
of these programmes. Such community-oriented pgirhaglth care organisations have been
established, for example, in some parts of the ddnibtates of America (USA), Russia
(Rhyne & Hertzman, 2002), Wales and Israel (Gill&nSchamroth, 2002), Australia
(Naccarellaet al, 2006) and New Zealand (Crampton, 1999; Mathe4682). Their key
objectives are to identify the specific needs &f éinea served by a health centre and to tailor

preventive and promotional services to meet thaseds. These services may include a
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number of non-GP front-line providers such as &iagrses; as well as alternative delivery
modes such as telephone help lines, to increaseatmenunity’s access to primary health
care. In order to ensure local health care needimat, it is expected that the community will
be involved in designing appropriate health progree®m and promoting healthy lifestyles
(Schoeret al, 2004).

An example of an effective community-oriented pnignaealth care group of centres is that
of ‘Parkland’ in Dallas, Texas. It involves its coranities by means of a leadership forum
and community advisory boards (Pickens, Boumbulmjerson, Ross, & Phillips, 2002).
The leadership forum prioritises community issuesl @evelops medium term plans to
address them. The community advisory boards proinget to decisions relating to the
clinics’ operational matters, assisting in the depment of community collaboration.
Pickenset al. (2002, p.1729) note: “[o]ccasionally conflicts srion certain issues, but
community residents have come to see Parkland adatate and a partner, not as an entity
separate from the community.” They also observe lhanessing conflict has strengthened
primary health care delivery by creating an envinent of coherence, trust and mutual

support.

Despite endorsing the Alma Ata Declaration (WHO78)p signatory nations did not meet
the WHQO'’s goal for all peoples to attain adequateels of health by the Year 2080.
Consequently, on the twenty-fifth anniversary ofmal Ata (in 2003), the WHO Secretariat
called for nation states to renew their commitmenprimary health care by adequately
resourcing and involving their local communitieslaluntary groups in primary health care
programme design (WHO, 2003). The manner in whimmes of New Zealand’'s Primary
Health Organisation (PHOSs) do this, will be anatlysethis research.

% Triage nurses assess and assign degrees ofcyrggepatients to determine the order in which thely

receive treatment. They may also provide medicad.ca

% While New Zealand met many of the bright linstse issues in respect of equity, health promogton

reduce endemic disease for example related totgpasid multi-sectoral cooperation remained.
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2.3. Systems for delivering and funding Primary Healtha@

The WHO does not require its member states to geo(from the national purse) adequate
primary health care for all their citizens. Somgzens may be able to afford to purchase
health care as and when needed; others may rgdyivate insurance to cover possible future
primary (and/or secondary) health care costs. Hewemarket failure and access issues
result in not all citizens being able to have thealth care demands met by their private
means or by private insurance (Wallis & Dollery 989 Also, patients may not find such
insurance appropriate for low-cost primary healtinecinterventions, when reimbursement
administration costs added to premiums outweiglotiggnal cost of care. Further, a primary
health care system that is focused on equity oéss;chealth promotion and multisectoral
cooperation, has funding priorities that need todoelressed at a national, rather than
individual level. Accordingly, since the end of \ibiwWar 1l, governments have assumed
increased responsibility for funding their citizeriiealth care (van Kemenade, 1997) as they
have sought to promote healthier populations aneéspond to citizens’ demands for health
care assistance.

As indicated in Chapter 1, under New Public Managain three general types of
government funding and delivery systems can betiitksh along a continuum. These are
depicted in Figure 2-1 in relation to primary hbalare, as follows:

() (at one extreme) health care is delivered fullythiy state in a monopolistic system
funded by general or specific taxes;

(i) (at the other extreme) health care is privatised delivered through free market
mechanisms with funding from citizens direct to \pders for services received or
through contributions to insurers for potentiavésgs;

(i) (in the mid-range) health care is funded by th&estéad citizens conjointly, with the
devolution of health care services to private bessnand communities through a
policy of ‘contracting-out’ (Robinson, Jakubowski,Figueras, 2005). Citizens may
pay the provider directly in full and be reimburgedfull or in part) by an insurer or

the government, or citizens may make co-paymentshéo primary health care
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provider to augment the funding they receive frarsurers or the government. It is

likely that providers will compete for these cortsa

Each of these systems is discussed below, to prodidgreater understanding of the
implications for the structure of New Zealand’snpary health care system on the case study

PHOs in this research.

Figure 2- 1: Continuum of primary health care systens and funding flows

Citizens

Direct Payment Insurance Government

v

Possible Patient
Co-Payments

v v A v v k4

Health Care Provider/Agent

" (ii) Free market————— (iii) "Contracting-out’ —+——{i) Monopoly——

(adapted from van Kemenade, 1997)

2.3.1. Monopoly health care systems

A monopolistic health care system, delivered by dtete or by a single private provider,
tends to be hierarchical, centrally organised aglivers primary health care on a ‘one size
fits all' basis. The principal advantage of thistgn lies in the co-ordination of health care
services that is made possible by a single fundectty contracting or employing primary

health care professionals and administrators. ThéslB National Health Service was

formerly a monopoly and many low and middle-incoameintries such as Lithuania have
also adopted this option (WHO, 2000).

However, these systems tend to be inefficient asigers have few incentives to deliver
health care services cost-effectively (Robinsbal, 2005), and patient over-demand may be

encouraged. Further, when providers (or admin@tsqiestablish and negotiate charges, they
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may capture the monopoly funder by skewing inforamain order to obtain more funding
than is justified for the services provided (WH@OR). This potentially limits citizens’
access due to the resulting resource scarcity. lgligtic systems may also result in more
primary health care services being provided thamasessary (over-supply). However,
governments may try to counter the possible defwes of over-supply and/or over-demand
by introducing expensive regulatory and monitorgygtems — systems that also tend to
reduce effectiveness in the provision of healtkises.

Homogeneous, monopolistic systems are unlikely ddress community-specific primary
health care problems as they lack the flexibility gromote and achieve community
participation in the planning and control of prim&ealth care delivery. Without this feature,
the WHO'’s health promotion goal of having indivitkidake control of their health and
health environment is unlikely to be achieved. u&hia’s health system provides an
example of a monopoly that has become ineffective t a lack of choice for patients
(service homogenisation) and central control thiéles innovation and provider autonomy
(Robinsonret al, 2005).

Further, inflexible systems may impede equity ofemss to primary health care if citizens
cannot pay centrally determined costs or requinerothan the centrally determined services.
Within-country regionally determined patient cobtrfion rates and service provision (a
‘spatial monopoly’) may ameliorate this problem fRtsonet al, 2005). Such a system

edges towards the concept of ‘contracting-out’,tte margin of monopoly health care

provision. Today, monopolistic systems, where tble sunder directly employs health care
providers, are seldom used by Western governniénts.

2.3.2. Free market competition

In contrast to a monopoly, free market competitit@tivers health care services aligned to

2’ They may, however, be used by purchasers iicplat circumstances. For example, in New Zealainel,

West Coast District Health Board (DHB) employs anber of GPs directly in order to guarantee health
care supply to their constituents in this ruralaar€Ps receive a competitive remuneration packade a
compared to working in their own practice, enjoyeduced administration workload and generous leave
and study provisions.
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consumer choice. When full information is availablproviders streamline their
organisational delivery so as to be competitiveboth price and quality. Thus, free market
competition encourages prices that reflect theep&ti perceived quality of providers’
services (Ouchi, 1980). When numerous providersremtcompetitive market, the risk of
purchaser capture by providers is reduced and disisyell as increased competition, may
result in lower prices (Anderson Blegvad, 2006). However, a purely competitive marget
less likely to occur in primary health care tharother sectors, as information on the quality
of the service provided is not readily availablegli¢ & Dollery, 1999). Providers may
skimp on quality if demand is not affected (SmRineker, Light, & Richard, 2005); they may
also select patients according to their abilitypey, with the consequential risk that those
who cannot afford quality care miss out.

Despite this disadvantage, the option of privagjdiealth care services through free market
policies has been advocated strongly by governmesthiey seek ways to secure effective
funding and delivery of primary health care. In thst quarter of the twentieth century a
number of European countries, for example, adoptdies designed to encourage free
market solutions to health care provision (Bryd@)%). For instance, in the Netherlands, the
Government requires all citizens to purchase heaidurance from the market-place,

resolving the equity issue by subsidising those wduonot afford to buy insurance unaided.
In the USA, in order to increase citizen’s equifyaccess, the government provides health
care insurance to a discrete range of citizens afeounable to access it for themselves
(Smithet al, 2005; Wallis & Dollery, 1999).

Views differ on the benefits to be derived from gqmtition in health care provision and
empirical evidence is inconclusive. Although in@esé competition has been shown to result
in more cost-effective health care (Smigh al, 2005), there is little support for the
proposition that competitive contracting improvhe standard of care. Smigh al’s (2005,
p.114) study of mental health care in the USA fotimat a competitive system resulted in
providers engaging in a ‘race to the bottom’, thraducing the quality of health care
provided. Anderson and Blegvad’s (2006) study ofiBia dental care found that competition

could not be viewed in isolation from state andfg@ssional regulation to restrict entry to the
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dental profession and to monitor quality. Thesent]gi reduced the effect of a fully
competitive market-place, meaning that competititame did not cause substantial increases
in health sector efficiency or effectiveness. Sagamples confirm the WHO’s (2000, p.63)
conclusion that: “markets work more poorly for hbeatare” than in sectors where quality

and pricing are more transparent.

2.3.3. ‘Contracting-out’

Governments that are not prepared to expose thierts to the full brunt of free market
policies may develop policies that encourage coitiget reduce barriers to entry and reduce
state intervention, but retain centralised manageneehniques to define the use of the free
market tools and to regulate and contain exce$3ess{dine & Lewis, 2003). Alternatively
when governments seek to disband hierarchical nuliesy they may encourage
entrepreneurship within monopolistic systems by imgvto more horizontal styles of
management. (This could be achieved, for examplesrzouraging 'spatial monopolies' as
suggested by Robinsat al, 2005.) However, if governments wish to operasysiem near
the centre of the continuum, they may purchase gginmealth care on behalf of citizens
through contractual arrangements with providees (contracting-out’) (Considine & Lewis,
2003). Purchasing contracts may include performanaogets, output goals and/or health

outcomes that providers are required to meet.

The governments of Western nations, in particides, increasingly employing ‘contracting-
out’ as an alternative to free market and monoggitems for the financing and delivering
of primary health care (Robins@t al, 2005). Where governments opt for ‘contractingsout
they typically nominate an agéhto manage the contractual relationships with mters and
consumers in order to “link health needs, plans @matities with the allocation of financial
resources to different sectors and interventionshiwithe health system” (Figueras,
Robinson, & Jakubowski, 2005, p.48) thus retairdagtrol of scarce resources, yet engaging
flexibly with communities for equity of access. Tparchaser is required to assess citizen’s

health needs, purchase appropriate services, aswreeichoice of supply for individuals

% This may be a Government Department or an exiténird party.
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accessing the health system (Figuestal, 2005). Hence, Governments or their agents may
purchase services from providers by means of:
(i) fee-for-service funding; or

(i) capitation funding.

(i) Fee-for-service funding

With fee-for-service funding, patient visits to adlith professional are subsidised by the
purchaser making a fixed payment to the providerefach visit. The patient pays less than
the true cost for the consultation and the GP (bemhealth professional) has guaranteed
revenue in relation to that consultation. This fugdsolution was used in the past for
patients’ visits to their GP in Australia, Englaadd New Zealand. The purchaser relies on
health providers to deliver appropriate servicegr@nappropriate number of occasions and
not to stimulate over-demand in order to receighér fee-for-service payments. Purchasers
also rely on patients to demand an appropriate atofihealth care, so that funding is
minimised and the future supply of health careoisjeopardised.

(i) Capitation funding

Capitation or population-based funding is the no@shmonly employed funding system for
primary health care (van Kemenade, 1997). Under sistem, purchasers pay the primary
health care provider a fixed amount per patienaorannual (or other) basis, unrelated to
patient visits. This amount is designed to fullypartially meet the cost of servicing each
patient during that period. The provider may alsguire a co-payment from the patient (as
shown in Figure 2-1) to reduce the possibility af\pder-borne cost overruns. The purchaser
establishes the demand level at which it is prepdce fund primary health care and
potentially enjoys two benefits from employing dafipn schemes, namely:

* it may quantify more precisely the costs of fundangrimary health care system;

* its administration costs are reduced as regulampays are made to providers rather

than fluctuating fee-for-service reimbursements.
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Notwithstanding the advantages to be gained fropitatzon funding, this system potentially
gives rise to reduced provider quality and ‘creakimsiing’ (Howell, 2005). ‘Cream
skimming’ may arise when a provider has incentiteesttract patients for the funding they
bring. Self-interested providers may target spegétients who are likely to be low users of
their services — by, for example, marketing healiack-ups to healthy, young individuals —
thereby ‘cream skimming’ in order to reduce thewnocosts. ‘Cream skimming' is
particularly injurious to equity of access in primp&ealth care systems since the opposite of
targeting low users may occur when providers reftsseaccept individuals who, from
experience, or set demographic factors, have tkenpal to be high users and, therefore, be
costly to service. In order to reduce the likelidadf ‘cream skimming’ and increase equity
of access, government purchasers may require ®vid enrol all patients within particular
geographic boundaries. Alternatively, the purchasay make extra payments to providers

for patients who are likely to be high users ofrtkervices?

While at a conceptual level ‘contracting-out’ seetasprovide an effective and efficient
means of delivering health care services to pojmnst irrespective of whether a fee-for-
service or capitation funding system is adoptediegument purchasing of primary health
care services in the New Public Management erébbas the subject of sustained criticism.
For example, principal-agent contractual arrangeaméninding ‘caring’ professionals (such
as health care providers) to purchasers, is ded@aypsdme (for example Broadbent, Dietrich,
& Laughlin, 1996) to be inappropriate, as the stsjgecification of the types of care under
‘contracting-out’ may reduce professional freedoim. addition, the reasoning behind
contracts may clash with professional values. Gatdr are underpinned by an overriding
economic rationale that assumes providers areirgelested rather than focused on the
public interest and professional in their viewpo{Broadbentet al, 1996). Purchasers’
measurement and management of outputs rather thtmonee® highlights the services

provided to, rather than the impact of providinggé services on, patients and communities

2 As described in Chapter 3, this occurs in théhBigands’ insurance-based system and the New d@ala

capitation system where capitation is aligned te agd gender, shown to affect usage of health care
services.

%0 Qutputs are the goods and services produced prowder whereas outcomes are the impacts on the

community resulting from the actions (and outpofshe provider.
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(Jacobs, 1993; Olson, Humphrey, & Guthrie, 2001).

Other commentators, such as English (2005), havetgzb out that when governments
contract for health care services from private@egtoviders, they may also transfer the risk
of incorrect assessment of a community’s needspamtequate purchasing of services, to
these providers. English (2005) reported that onstralian non-government health provider
mismanaged this risk and was bankrupted, requthirggovernment to intercede and deliver
contracted services in order to retain legitimagthwhe voting public. This failure had a

negative impact on the availability of funds fotute service provision.

Other critics, for example Van Til and Ross (20010te that governments use New Public
Management policies to contract on a short ternisbakile seeking to achieve long term
goals, thus freeing themselves from an obligatmereate and fund long term institutions.
Although this potentially creates flexibility in &kh care systems, allowing democratically
elected governments to be responsive, the contfactmary health care providers are likely
to be subjected to an uncertain future (Van Til &R 2001). The Australian government
has developed longer-term contracts through pybliate partnerships in an attempt to
negate this criticism. However, these contractseharerely extended the ‘contracting-out’
regime and may not represent a significant charaye the New Public Management aims to
devolve risk to third parties (English, 2005).

It is widely acknowledged that there is no ‘onetbesay to deliver cost-effective, and
socially acceptable, primary health care that wsaltisfy the WHO'’s principles of equitable
access to health care for all citizens (Robinebal, 2005) and health promotidhNeither
purchasers nor patients can measure objectivelyulaéty of primary health care services
provided or the appropriate level of demand forswapply of, primary health care, especially
in the short term. Complex primary health care eyst cannot overcome resourcing
challenges caused by incomplete information anépnirattempt to reduce the consequences

of these difficulties, and to ensure that publiocds yield the long-term benefits advocated by

3. The third WHO principle, multisectoral coopesatj is not addressed specifically by any partichkzalth

care delivery system. This principle is discusse8ection 2.5.
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the WHO (1978) as effectively and efficiently assgible, governments have implemented
regulatory and monitoring systems (Velasco-GarriBoyowitz, & Busse, 2005; WHO,
2000). Possible means of mitigating the deficiem@#daching to each health care delivery

system, including regulation and monitoring, arespnted in Figure 2-2 and discussed

below.
Figure 2- 2: Possible solutions to the deficiencied primary health care systems
Primary Incomplete Possible solutions to|] Alma Ata (WHO, Possible policy
health care information consequences of 1978) principles | solutions to these
delivery regarding: incomplete challenged by challenges
system: information delivery system
Ideal level of * Regulate and Health * Encourage
Monopoly provider supply monitor supply promotion monitoring by
4 ) . community
Ideal level of * Require patient e
; participation
patient demand co-payments
Quality of *  Establish and Equity of * Allow regional
service monitor key access price
proylded to performance . variations
patients indicators; require
accountability for
outputs/ outcomes
Ideal level of |+ Fund through Health « Encourage
provider supply capitation promotion monitoring by
Ideal level of * Require patient com.munlyy
; participation
‘Contracting- patient demand co-payments
out’ through Quality of + Establish and
;zer;;cére- or service monitor key Equity of » Establish
/Ice provided to performance access patient ‘exit’
capitation patients indicators; require and ‘voice’
funding accountability for mechanisms
scenarios outputs/ outcomes
Quiality of e Establish and Health e State provides
service monitor key promotion health
provided to performance promotion or
patients indicators regulates to
require market
providers to
supply
Equity of * Subsidise or
access provide
insurance for
patients with
v minimal
Free market financial
means
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2.4. Mitigating deficiencies in health care delivery stgms

As may be seen from Figure 2-2, three challengesrgegnas common themes in primary
health care systems. Possible solutions to theidetiies of over-supply, over-demand and a
lack of quality information may be addressed byutetion and monitoring as described
below. In addition, capitation funding and requiipatient co-payments may mitigate
deficiencies (as already discussed). While New atehlhas moved to capitation combined
with patient co-payments, monitoring and accoutitghinay take many forms. Alma Ata

Declaration (WHO, 1978) principles of health prorantmay be effected and access to
primary health care made more equitable (at leasiatly) through government intervention

(regional price variations and subsidisation), all as regulation and monitoring.

2.4.1. Regulation and monitoring

Regulation is defined in the Oxford Dictionary gsrescribed rule, authoritative direction.”
Its purpose is to standardise behaviour and, irctimext of primary health care, regulation
seeks to protect consumers of primary health cargices by,inter alia, establishing
minimum quality levels. Whereas regulation iseahanteaction, monitoring by purchasers
or citizens is designed to assess performanceaudeétect errors therein after an evest (
pos), in order to prevent future errors and to enguimary health care providers deliver
services of an acceptable quality. Regulation anditoring may take different forms:

(i) regulating through barriers to entry and professicelf-regulation;

(i) state/professional/insurers monitoring the qualftprimary health care delivery;

(iif) community monitoring; and

(iv) patient monitoring through ‘exit’ and ‘voice’ meatiams.

(i) Regulating through barriers to entry and self-regidn

State practitioner registration requirements, corabiwith professional self-regulation, seek
to ensure that only individuals who meet minimunueational and practical training
requirements are registered and, once registeradtige in compliance with the ‘rules’ of

the registering bodies. These ‘rules’ include técdin ethical and continuing professional
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development requirements. Such qualification stedgleaise barriers to potential providers
seeking to enter the primary health care systemaddition, governments may restrict
providers by requiring them to practice only froetiedited premises (Velasco-Garridb
al., 2005).

Enacting, implementing and monitoring effectivetfghregulation is costly for governments

in terms of resources but, as the Sri Lankan egpee demonstrates, the use of resources for
this purpose is likely to be cost-effective (Ficaset al, 2005; Mouritsen & Thrane, 2006).
When Sri Lanka de-regulated its primary health caystem there was no effective
registration of private GPs. This resulted in angng number of unlicensed GPs delivering
services of varying quality and potentially inciegs to the patient's detriment, the
likelihood of untreated (or inappropriately tregtedilments®® Unrestricted entry to
practitioners who wished to deliver primary heattlfre was exacerbated by the general
absence of monitoring, as the Sri Lankan MinistfyHgalth lacked the authority and

resources to take effective action.

(i) Purchaser monitoring of primary health care qugalit

While professional bodies may use patient compaimtmaintain quality checks on primary
health care providers, purchasers may also mathperformance of providers by requiring
them to report their performance against key guatidicators. In identifying and rewarding
primary health care providers who meet performagoals, purchasers can motivate
providers towards performing at the desired le@lsiO, 2000)*

Requiring primary health care providers to reparttbeir performance (i.e. their outputs
and/or outcomes) necessitates their establishingroppate data collection systems
(Velasco-Garrideet al, 2005). Output reports may include information fam,example, the

opening hours of providers’ premises, the avaiigbibf ‘after hours’ services, minimum

% |n addition, the existence of untreated or potmated ailments potentially impacts adverselosdary

health care services (hospitals).

% The New Zealand voluntary incentive programmegilable to PHOs since 1 January 2007, has been

described in Chapter 1.
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patient-professional consultation periods, andepd$i immunisation statistics. Conversely,
outcome reports may include information on, for rapke, patients’ achievement of
particular health targets, such as the WHO’s (198%)d growth and development goals
(Velasco-Garrideet al, 2005).

However, health care providers may be unable tece8ufficient change to these outcomes
unaided, even when their performance is targetedbtso, as multi-sectoral cooperation is
frequently required. Further, measurement of soateomes (for example, equity of access)
can be complex but, it is nevertheless essenfigipvernment funders are to assess the

success of health programmes in improving citizéeslth (Ebrahim, 2005).

New Zealand’s voluntary performance managementrprome was received positively by a
number of GPs when it was introduced in 2006, asfitist set of outcomes was based on
GPs attaining population-level screening measureg tvere within their control (for
example, immunisation levels). While these initmbasures may have been able to be
achieved without multi-sectoral cooperation, it e the second set of outcome measures
will not. Hence, GPs expressed concern that sudmsunes, that include individual patient
disease management indicators [‘which look bett@emnw sicker patients are excluded”
(Cameron, 2006a, p.6)], may adversely affect patamcess: they feared that some GPs
would not receive incentives to service patientwiere likely to remain unwell. GPs
would therefore be less inclined to care for pasiemho may lead unhealthy lifestyles that

exacerbated, rather than stabilised or improveayreb conditions (Cameron, 2006c¢).

In other countries, for example England, primaryaltite care provider ‘league tables’
(measuringnter alia: waiting time for an appointment, cleanliness ofgery and surgery
opening hours) employ reputational effects to eragel GPs to improve service quality and
as a means of enabling patients to choose betwesnadive providers. However, O’Neill
(2002) argues that, despite the positive effectaglie tables’ may have on GP practice
quality, such measures are counter-productive ddighing ‘league tables’ aggravates

already declining public trust in the performant@mfessionals.

Performance monitoring of primary health care inmie of outputs and outcomes has the
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added difficulty that it may lead to a proliferatiof performance indicators, generating three
potential problems for providers. The providers pfayinstance:

* not know which indicators are most important to phechaser, so that the provider
may waste resources assessing which indicators teeée met in order to avoid
sanctions such as reduced funding (O'Dea, Sundakddgn, Cumming, &
Congialose, 2001);

» find reporting on a range of indicators resultgismdequate reporting of successes and
failures when good performance in one area is agtveel by poor performance in
another (owvice versy

e resent using scarce resources to report on numemaasures when they do not
perceive the exercise to be cost-beneficial fomttss providers, or primary health

care provision as a whole (Cameron, 2006c).

In addition to multiple indicator problems, diverpepulation bases — for example, those
including significant minority groups and those empassing disparate socioeconomic
factors — have differing adoption and success fatelsealth interventions, and the impact of

these factors needs to be taken into account wimmders’ performance is assessed.

Given these and similar pitfalls, it is clear tharformance monitoring by purchasers
requires careful management if its benefits in sewhimproved quality of primary health
care provision are to be realised. The Organizafion Economic Co-operation and
Development (OECD) is currently progressing a Healte Quality Indicator Project to
develop a conceptual framework for health care auts indicators worldwide, including
primary health care systems (Kelley & Hurst, 2008he exposure draft outlines the
dimensions of health care that should be measunddhaw, in principle, they should be
measured (Kelley & Hurst, 2006); it concentratespoocess indicators (or outputsand

outcome indicatof&rather than input (or structural) indicatper se

% These include, for example, whether at-risk pasieblood pressure has been checked by their GP.

% These represent health improvements (or detéidajathat can be attributed to medical care; aange

is the relative number of hospital-acquired infecs.
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(iif)  Community monitoring

In addition to purchasers undertaking performan@mitaring for themselves, in the last
three decades governments have also encouragegnciionsumers to participate in
monitoring the quality and quantity of local goverent-funded services (including health
care). Sullivan (2002) and Newman, Barnes, Sulligad Knops (2004) report on the UK
government moves to promote citizen participati@overnments may encourage citizen
participation in the monitoring of health care seeg for a number of reasons. As indicated
in Figure 2-2 and expanded by Rowe and Sheppaf2j2these include:

e improving the quality of health care service pr@ddand promoting public-

professional dialogue on clinical governaficssues;
* enhancing citizen participation in health promotiand
» achieving local accountability of providers for thlguality and costs of their

performance.

In addition, increasing citizens’ influence ovecd®ns in respect of the number and type of
health care services available is more likely gulein local primary health care delivery that
meets the needs of the local community (Mossialdsi&g, 1999) and may also reconcile
citizens to the “unavoidable need for limits to wiiaey can expect from health services”
(Mays, 2000, p.125). Governments may require prymiaealth care providers to seek
community input into decision making on relevanttter@ through mechanisms such as
focus groups and citizens’ juries/panels. From 1896 UK government introduced citizens’
panels that were able to guide secondary healthprawiders’ prioritisation of future health
care services. However, Bovens (2005b) found thaitthe providers were not obliged to
report back on decisions reached after receivipgtiguidance from these panels, citizens

lacked the information needed to assess thesedamaviperformance.

While citizen monitoring and participation in dgois-making can play an important role in
health promotion and establishing supply levelsst&igson and Driver (2005, p.533) found

% Clinical governance is the systematic approaamamtaining and improving the quality of healtheca It

requires providers to ensure that as professiotiasy; discharge high standards of care and comgtant
improve their performance against those standards.
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that, in the UK: “[g]etting people involved is har@itizens aren’t always active. They have
little time ..."” Citizens may be apathetic, hopindnets will participate and/or they may lack
resources or the information required to be invdlwe monitoring and decision-making
(Hirschman, 1980; Lee, 2004). Difficulties suchtlasse present challenges for health sector

policy-makers as they seek to identify the mostaive monitoring roles for citizens to play.

(iv) Patient monitoring through ‘exit’ and ‘voice’ memtisms

As individuals, citizens who are dissatisfied patsemay exhibit ‘voice’, seeking change by
providing feedback to purchasers and providerseialth care services (Hirschman, 1980).
They may use a number of different mechanismsgxample:
» individual providers may offer ‘suggestions’ or foplaints’ boxes in their premises;
» health care professionals’ associations may spoc@mplaints systems for patients
as part of a self-regulatory system;
» patients may also lobby for change through involeemwith special interest
advocacy groups; and
* governments may establish ombudsmen or other tesyrstems for patients’

complaints.

O’Connell’s (2005) study of a social service tramgpsystem in the USA found that
providers were less likely to capture the purchesehen users of the system had a
complaints system available as a ‘voice’ mechani$ims monitoring system has been

adopted by many government agencies in the USA.

Alternatively, patients who are dissatisfied withethealth care they have received may
choose to ‘exit’ one provider and seek anotherit’EBssumes patients have choice and is
recognised as a basic right in primary health ¢&/elO, 1986)¥ ‘Exit’ choices may proxy
for competition and, when providers seek reputatidenefits, ‘exit’” mechanisms positively
affect quality (Meijer, 2005).

3" The WHO Report Health Systems: Improving Performah@®/HO, 2000) identified patient choice in
respect of primary health care providers as annist@spect of the responsiveness of health system
meet people’s legitimate non-health expectatiomaitbow the system will treat them.
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Despite the benefits of ‘exit’ mechanisms, Meij20@5) notes that patient choice may be
constrained by:
* a shortage of health care professionals in a pdaticarea (especially when
communities have differing expectations and needs);
» loyalty of patients to particular health care pssienals;
» the purchaser (state or insurer) reimbursing patiisits only to approved health care
professionals. (This restriction may reduce patienbice to particular GPs, or
motivate the patient to visit a GP when they wopitdfer to use alternative health

care services, such as physiotherapy or homeopshices).

2.4.2. Cost-effectiveness and co-operation in primary tieaare

Government regulation and monitoring, community itayimg and decision-making, and
patient ‘voice’ and ‘exit’ mechanisms, have beeredido address problems caused by
incomplete information about ideal levels of prardupply and patient demand, the quality
of service provided to patients and as a meansldrifeasing the equity of access issues and
improving the effectiveness of health promotion. ihhese mechanisms may partially
address the deficiencies of primary health car¢éesys on the monopoly-‘contracting-out'-
free market continuum as shown in Figure 2-2, twdher aspects of primary health care
have continued to concern governments, namely:
(i) cost-effectiveness in the use of public funds famary health care;
(i) reducing the negative effects of compartmentabsatin competitive and
‘contracting-out’ policies by finding effective wayto encourage multisectoral
cooperation as recommended by the WHO Alma Ata&atibn (1978).

(i) Cost-effective spending of public funds for priynlaealth care

Since the 1990s, in an attempt to ensure that @diatids allocated to health care are used
cost-effectively, governments have increasinglytiaed with not-for-profit organisations
for health care provision (Najam, 2000; Walker, £08nd, today, in New Zealand all PHOs

are required to be not-for-profit organisationshi€lrequirement is explained in Chapter 3.)
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Not-for-profit organisations are distinguished fréon-profit entities in that:
» typically they do not have ownership shares oredalders?
* equity is managed by organisational members whaasadrustees for all members
(mutual benefit);
» surplus funds cannot be distributed to organisationembers (the non-distribution

constraint) (Hayes, 1996).

The emergence of the not-for-profit sector has baescribed by Weisbrod (1988) as a
manifestation of market failure, or failure of maudistic systems, reflecting a demand-side
theory. For example, not-for-profit organisationsyndeliver services differentiated from
state supply to high-user patients or disadvantagetmunities not covered by the standard
(monopolistic) primary health care systems; or twom profit-oriented organisations (in a
free market) are not prepared to provide servitbss, not-for-profit organisations address
equity of access issues when they compensate fatifuns not fulfiled by other social
structures. They may also provide a buffer zonéigating tension between state and society

in politically sensitive areas such as the provissbabortions (Hayes, 1996).

It has been suggested by Hansmann (1987), Seidehalneier (1990) and more recently by
Ben-Ner and Gui (2003), that members choose to fa@mad control not-for-profit
organisations providing public services, or ‘trustrvices, when information about the cost
or quality of these services is inadequate. Thebtoation of mutual benefit (that assumes
members are prepared to fund services to an aggeedty) and the non-distribution
constraint (signalling that service charges are saitto generate a surplus for members’
individual use), ameliorate dissonance. For exapgleeneficiary of dementia care or other
elder care services may be unable to report onqgtladity of the institutional care they
receive. Abusive carers may blame a beneficiaryissbs on the elderly person’s failing
health and lack of balance. In a not-for-profitveee provider, the concept of mutual benefit
suggests that members will trust the member masdgarphold service quality expectations
(including staff education and staff:patient levielprevent beneficiary abuse) that members

% Some not-for-profit organisations do, howevewoirporate as limited liability companies in order

provide organisational members with financial petitsn. In this case, mutual benefit and the non-
distributive constraint are the distinguishing teas of the not-for-profit company.
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simultaneously demand and manage.

The non-distribution constraint signifies organisaal service charges that do not include a
‘profit’ element (Weisbrod, 1988) and this, togethe&ith these organisations’ use of
volunteers may result in lower charges at similaaligy levels than that provided by profit-
oriented providers. When governments contract wittafor-profit organisations they seek to
incorporate the benefits of member management doicee government regulation and

monitoring costs, and to purchase cost-effectiveiges at an acceptable quality.

Notwithstanding that altruists concerned with thublc interest may establish not-for-profit
organisations, shrewd entrepreneurs may also estatbt-for-profit organisations in order
to obtain a springboard from which to avail themsslof tax benefits and private donations
(James, 2004; Weisbrod, 1988). Weisbrod (1988, )ptéims organisations that abuse
elements of the not-for-profit form, “for-profitsridisguise.” Along related lines, James
(2004) raises concerns about ‘sector-bending’ whetifor-profit organisations contract
essential service delivery from both not-for-praditd for-profit organisations. This may
result in:

» value-convergence towards for-profit income groeutia wealth accumulation;

» diversion of public resources to private gain; and

» misallocation of tax privileges (where they arengeal).

Extrapolating her concerns to the primary healtle cector would suggest that governments
may experience reduced benefits (or they may noenasise) from contracting with not-for-
profit organisations. Accordingly, governments nmt be able to decrease regulation and
monitoring, or improve equity of access througtvieer differentiation to yield cost-effective
primary health care systems.

When governments seek to reduce monopolistic chniralependent not-for-profit

organisations with diverse community membershipy pravide legitimacy for necessary
health care resource allocation decisions withmmanities (Wilmot, 2004). The perception
that not-for-profit providers’ decisions possessréased legitimacy over a government

provider’s allocation, is particularly evident iow socio-economic communities that distrust
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formal institutions (Pross & Webb, 2003; Simmon8gchall, 2005; Taylor, 2004).

Interaction within communities to build social nenks and trust has been described by
Putnam (1995) as social capital, the ‘glue’ thadbaommunities together when common
values that reduce social tension and lower trdisacosts are generated. Social capital
enhances economic and social welfare (Bryce, 2@l intimate local knowledge may
comprise a cognitive aséethat, when deployed by not-for-profit organisaticio assess
local needs, reduces the likelihood of servicesmidgeaver- or under-utilised (Weisbrod,
1988). A not-for-profit organisation’s cognitive @gal capital and goodwill may result in
these organisations delivering social programmeseneifectively than a government,
particularly if distrust of the latter exists. Salcicapital generated by not-for-profit
organisations may also include physitahd intangibl& assets, for which communities will
request not-for-profit organisations to be accobileta(Bryce, 2005). The salient
characteristics of social capital (such as volynstaff and networks to obtain intimate local
knowledge and commitment) may not be present imatflfor-profit organisations. Some
organisations rely on paid, professional staff @ymot have regular membership meetings.
In these scenarios, social capital may not devé®pith, 2004) so that the social capital
benefits of lower transaction costs (including esfééctive regulation and monitoring) and

enhanced economic or social welfare, may not eatatu

(i) Reducing compartmentalisation - multisectoral carapion

In addition, the increased use of competitive ‘cacting-out’ by government purchasers
may lead to the compartmentalising of health cam@ises, encouraging specialisation of
service providers and service fragmentation, imst&facollaboration. It appears logical that

systemic fragmentation mitigates achievement oftisedtoral cooperation, a key Alma Ata

% Cognitive assets relate to the trustworthindss wot-for-profit organisation that works for atentifiable

public good.

40" Not-for-profit organisations accumulate thesar @xample a community health centre or gym) fréwa t

community’s donations and tax concessions to pelathg term benefits of economic value. The assets
are owned by the community through their holdingesidual equity.

4 Intangible assets or goodwill are related too&far-profit organisation’s reputation over prefitiented

entities (extending from member management anddhedistribution constraint).
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(WHO, 1978) principle to improve citizens’ primangalth care status. It has been suggested
that New Public Management (NPM) policies have disfied interdependence and
encouraged ‘silo’ planning and delivery of publiengces, including primary health care
(Adams & Hess, 2001). Bhatta (2003) terms the ocirege a ‘post-NPM environment’
which seeks to remedy the negative impacts of cadrsiilo policy making and service
delivery® Hence, policy makers and commentators are callipgn organisations to
recognise their interdependencies with others, evhi@gtaining their own identity and
continuing to employ a unique approach to meetat@eid business goals through networks

and partnership$.

Podolny and Page (1998) describe networks as tiolecof actors that have an enduring
series of exchange relationships. ‘Joined up swigtj and the breaking down of ‘silo’
distinctions between organisations through ‘ThirdayV (or ‘post-NPM’) networking
strategies could encourage multisectoral cooperatiorganisational members are prepared
to subjugate their power in a (shared) relationg@ipnsidine & Lewis, 2003). ‘Third Way’
policy rhetoric has emerged with the objective wotituting consumer trust, increasing
government legitimacy and, through networking, emaging wider collaboration than
previously experienced (Giddens, 2000; Simmons &lill, 2005). This impacts primary
health care policy in that governments are seekidink health sector providers into
networks or partnershiffsand then to link these partnerships to other sgi¢io order that

health goals are addressed holistically.

‘Third Way’ political trends are evident in the UKJSA, Europe and New Zealand
(Denhardt & Denhardt, 2000), but overarching pekcremain undefined. Nevertheless, the

characteristics of the ‘Third Way’ that are partarly relevant to this study include:

42 This can be evidenced in New Zealand where iatem of central government decision-making is

supported by the: Public Finance Amendment Act 2082 State Sector Amendment Act 2004, the Crown
Entities Act 2004 and a campaign to site similddgused Departments in conjoined campus-style
buildings.

3 The terms ‘networking’ and ‘partnerships’ aredisnterchangeably by policy makers and commergator

4 For instance in New Zealand GP practices ardddrthrough PHOs — a network of primary health care

providers (this is further described in Chapter 3).

% For example in the UK, Regional Health Authorityeetings include high-level representatives from

Primary Care Trusts and Local Authorities (as ferttiescribed in Chapter 3).
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a) the adoption of markets denominated by partnersiigisin communitarian
ideals in preference to monopolistic delivery;

b) the community being perceived as the ‘master-virtueeaning effective
policy delivery utilises social capital derived fmothe community (often
through not-for-profit organisations);

c) accountability of recipients of public money as Tditd Way’ imperative
(Callinicos, 2001; Powell, 2000).

Each of these characteristics is explained below.
a) Markets with communitarian ideals

The communitarian ideal embodies the notion thdividuals will share their identities and
have reciprocal (market) transfers within commusiti rather than protecting and/or
enhancing their own interests (as self-interestélyumaximisers) (Adams & Hess, 2001).
However, Dean (2003) considers that individuals @mable to completely subsume their
own self-centredness. Goodin (2003) also warns nagaiomanticising communitarian
markets, noting that cliques may abuse public tregpture public money and encourage

opacity for incompetent handling of delegated funds

However, ‘Third Way' protagonists assume networksd apartnerships will employ

adequately regulated markets to check the abupeweér by government, the economy, and
communities (Giddens, 2000). In addition, althoutiie ‘Third Way' prefers market

mechanisms for regulation, Hudson and Henwood (RPpB&ide evidence that key players
may hierarchically instigate controls. This occdrighen the UK Government mandated
further ‘watchdog services’ (for example, Childrerusts for each local authority) rather
than encouraging partnering through networks amdngonitarian monitoring. Such actions

challenge the ideal that communitarian marketgpeeterable to monopolies.
b) Communities that grow social capital

‘Third Way’ politics emphasise long-term communityterests and the building of social

capital (Glaser, Denhardt, & Hamilton, 2002) thrbuge encouragement of innovation and

51



learning (Giddens, 2000). However, citizens neechdwe equal opportunities and to be
community-aware in order for social capital to lemerated from networks between the state,
not-for-profit and profit-oriented organisationsicteased trust increases social capital and

breeds public confidence for responsive governments

Notwithstanding the generation of social capitatwoeks, Callinicos (2001) warns that
‘Third Way’ communities may not necessarily be thgalitarian groups envisaged by
Giddens (2000). He suggests that strong communignioers may be intolerant and
prejudiced, thus excluding and subordinating othemsd advancing decisions that are

counter-productive to community learning and grawth

The ‘Third Way’ imperative for community networking understood by some to be but one
more manifestation of governments’ desires to redusts through extending NPM reforms
(Brinkerhoff, 2003; Powell, 2000). Sceptical comriti@s may reduce the benefits of ‘Third
Way’ politics. In New Zealand, for example, effortyy the government to develop
partnerships for citizen-focused, relationship daaad collaborative social policies, have
been perceived by affected communities to be ‘waresuming’ and ‘unnecessarily complex’
(Community-Government Relationship Steering Grou@P02). Accordingly, the
Community-Government Relationship Steering Group02) suggested that trust between
government and the non-governmental organisatietiseding these programmes has been

undermined, rather than increased.
c) Accountability as a ‘Third Way’ imperative

‘Third Way’ partnerships are underpinned by theiorotthat providers of public services
(including primary health care) are accountable twide set of stakeholders (including the
community). This accountability (broader than tHeNNethos) is assumed to be beneficial in
that it encourages public service providers toaase their focus on the demands and needs
of communities rather than bureaucrats (Meijer, 300While NPM devolved through
‘contracting-out’ policies that demanded efficieranyd cost effectiveness; and monopolistic
policies used accountability to control and commantployees, the accountability of this

‘Third Way’ collaborative effort is expected to beral or communitarian. (This notion is
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discussed in Chapter 4.) However, Sullivan (20036%) notes that, for UK ‘Third Way’
policies: “despite the expressed commitment to oresy local accountability, the
mechanisms that are being most rigorously developeel those which reinforce

accountability upwards to central government.”

Along with many of the broad concepts embodiedTihird Way' rhetoric (such as trust,
respect and influence), ‘accountability’, ‘networgl and ‘partnership’ have subjective
meanings and have been found to be difficult ton&gractically. In this regard, Considine
and Lewis (2003, p.132) note: “if they were foundekist in practice, any one of these new
models or ideals of organisation would represegmicant change to the architecture of
governance.” This lack of conceptual clarity leddsa plurality of ‘third ways’ without
clearly defined polici¢s (Powell, 2000), indicating that ‘Third Way or ‘ptNPM’
environments may not be a panacea. This is confiroyeGoddard (2006) who understands
that current ‘“Third Way’ practice remains withiretprincipal/agent paradigm where public
services are planned and delivered in ‘silos’, eatthan a communitarian paradigm,
suggesting that multisectoral collaboration throygblicy changes may be difficult to

achieve.

2.5. Summary

In this chapter the definition of primary healthregrovided in the WHO’s Alma Ata
Declaration has been outlined and the WHO'’s thimekinciples for primary health care —
equity of access, health promotion and multisettooaperation- have been explained. In
order for primary health care to meet the WHO’sngiples, well informed, motivated
communities, that are active in the design andvdstiof primary health care, are necessary.
These principles provide a background, not onliheoNew Zealand reforms, but also to the

goals to which New Zealand’s primary health cateay and the case study PHOs aspire.

Governments around the world have employed diftesyistems for delivering primary

health care, ranging from monopolies through ‘cacting-out’ to free market competition.

4 Giddens (2000) acknowledges that the ‘Third Weayibodies a plethora of policy ideals within a plist
structure.
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Within these systems, different funding mechanisrage been adopted, including fee-for-
service, and capitation schemes. Governments ashgsers may ameliorate systemic
problems through their own and citizen’s regulataord monitoring. Cost-effectiveness has
been addressed when governments contract withongrbfit organisations. ‘Third Way’

policies preferring networks and partnering forivksing primary health care services may
encourage multisectoral collaboration. Howeverpfreelevant literature reviewed in this

chapter, it appears that there is no one best wagesign and fund primary health care
delivery.

In the next chapter the primary health care systifise countries are described in order to

illustrate the policies reviewed in this chapted daa compare four representative countries
against the New Zealar®fimary Health Care Strategy
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3. THE THEORY OF PRIMARY HEALTH CARE SYSTEMS IN PRACTI CE

3.1. Introduction

This chapter provides an overview of primary healhe funding and delivery systems in
five countries— Australia, the United Kingdom (UK), the NetherlandJnited States of

America (USA) and New Zealand. Examining the diffgrhealth care systems of the
four overseas countries provides a context for tstdeding the New Zealand system and

its accountability requirements.

Australia, the UK and the Netherlands, have bewtwal (along with New Zealand) by a
number of writers (for example, Considine & Lew2903), as representative of different
approaches to public services refornncluding primary health care. The USA has also
been selected for this study as it provides minipuddlic funding for primary health care

services.

The diverse approaches taken by these countriesdprexamples of health care systems
on the continuum of primary health care policy siols presented in Chapter 2. As
indicated in Figure 3-1, the USA provides an exagfl a primary health care system
delivered almost exclusively through free marketchamisms. The Netherlands has
recently reformed its primary health care delivéoyinclude free market competition
augmented by ‘contracting-out’ mechanisms which @esigned to ensure equity of
access to citizens. The Australian primary heablihe csystem has eluded reform and
employs ‘contracting-out’ with a strong monopolstflavour, providing heavily
subsidised primary health care to the majorityt®titizens. The UK primary health care
system has been reformed quite dramatically inntegears, from a monopoly to an
internal market and, latterly, to a system basedrbivd Way’ policies. The experiences
of these four countries have influenced recent Nmaland reforms, embodied in the
Primary Health Care StrategyMinister of Health, 2001). The current New Zealan

system is described in the final section of thiaptbr.
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Figure 3-1: A continuum of Primary Health Care solutions

v v |
4 (i) Free market————————{iii) "Contracting-out” : (i) Monopoly ,
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3.2. Primary Health Care in the USA (an example of aefe-market system)

Health policy in the USA is dominated by the vigwatt medical care is a free market
commodity (Schlesinger, 2002); accordingly, thetaysis focused on private health
insurance with 70% of adults under 65 accessing eth health care costs in this
manner (National Center for Health Statistics, 200&®twithstanding the government’s
commitment to the World Health Organisation’s (WHf@jnciples of equity, health

promotion and multisectoral cooperation and, destie highest health expenditure per
capita in the world, it has been suggested thatUtBA’s citizens face reducing access to
a fragmented system beset by cost overruns (Oloena@004). In addition, McDonald,

Cumming, Harris, Davies and Burns (2006) suggesat the USA does not have a

comprehensive primary health care system.

Individuals in the USA tend to access primary Healire through employer-sponsored
insurance cover, although a recent survey foundatthalts in the USA spend in excess of
$1,000 per annum on health care (Scheeal, 2004) — more than citizens in the other
referent countries (Australia, Canada, New Zealand UK). This survey did not

differentiate between primary and secondary headtle but Oberlander (2004) notes that
the high cost of medical care in the USA leads ¢éwelr individuals accessing

recommended primary cafeThe Schoeret al. (2004) survey also found that, in the
USA, at least 57% of adults with incomes belowrh&onal median chose to go without

appropriate health care or did not uplift a prggan because of the cost.

Further, it has been suggested that primary heatk delivery in the USA lacks a
patient-centred or primary health care orientat(@cthoenet al, 2004). Structural

differences in medical training and practice, cameli with a shifting of the locus of

47 Access to health care is exacerbated by thetatover 45 million Americans (approximately 17% o

the population) are not insured and therefore matybe able to afford recommended care (National
Center for Health Statistics, 2006; Oberlander 4200
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patient care from GPs to hospitals, has led to feéBfs and family medicine physicians
(Grant, 1989; Starfield & Oliver, 1999).In addition, as a consequence of insurers’
purchasing preferences, and the discontinuous enatiemployment-related insurance,
few patients have a particular physician to whomyttelate (Starfield & Oliver, 1999).
The consequent lack of choice for insured citizamsl the high per capita costs of health

care for insured and uninsured citizens alike,&ga potentially inequitable system.

In 1965, in an attempt to reduce inequity whichleet affordability, the USA
Government established Medicare and (State-run)dd&blprogrammes under the Social
Security Act 1965. This Act acknowledged the goweent’s responsibility to provide
some health care as a ‘societal right’ (Schlesing®02), a concept underpinning the
WHO (1978) principle of equity. Medicaid offers é&¢or subsidised) health coverage or
direct medical services for children from low inc®nfamilies, pregnant women,
medically-needy elderly and disabled individualsowsdver, Butler, Rissel and
Kharvapour (1999) cite research which suggests tha to exclusions, nationally only

around 50% of the individuals meeting basic poveritgria are covered.

Medicare is a Federal health insurance programmeualifying disabled individuals and
citizens aged over 65 years. The elderly typicaltgess basic Medicare secondary care
insurance premium-free due to Medicare taxes thetewdeducted when they were
employed? Limited primary care Medicare cover (as well ateaded secondary care) is
also available at a premium, based on the indiVisluacome. As it provides access to
health care insurance for individuals who are umablpurchase it from the free market
due to cost considerations or their medical hist@gmgluding pre-existing conditions),

government’s Medicare is an insurer of last resort.

Medicare and Medicaid plans are managed by thetiH€are Financial Administration

48 gtarfield and Oliver (1999) report that, in 1998% of physicians were family medicine oriented (o

GPs) and a further 12-16% were general paediatscta general internists. Even research from the
1970s showed that 20% of the population receivedégal medical care’ from specialists (Starfield &
Oliver, 1999).

49 For example, Starfield (1996) reported that mitvan half of the individuals enrolled in insurance
plans had changed their provider affiliation in {mevious three years, and three quarters of these
changes had been involuntary as they were due ptogar decisions.

*  Employees and employers pay Medicare taxes (1dB@arnings in 2006 and 2007). These also add

towards qualifying credits for Social Security bétse
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(HCFA) which contracts with Health Maintenance Qrigations (HMOs) on a capitation
basis (O'Deat al, 2001)3* A majority of these capitated HMOs purchase sesviitom
primary health care professionals on a fee-foriserbasis (Starfield & Oliver, 1999).
Insurers, including Medicare, use HMOs to contaists, limit provider over-supply and
patient over-demand, relying on primary health qaafessionals to be ‘gatekeepers’ to
reduce referrals to costly secondary care. A likelycome of cost containment is a
reduction of GP consultation times, resulting ie tieduced likelihood of preventative
measures and health promotion messages being pthviy these professionals.
Accordingly, health promotion, a core Alma Ata miple (WHO, 1978), has historically
been largely ignored in the USA (Starfield & Oliy@099).

The HCFA, as a primary health care funder, monitdMOs’ performances through
measures developed by an independent organisét®iNational Committee for Quality
Assurance. The key performance indicators, termeB®I8 (Health Plan Employer Data
and Information Sheet) measures, have varying fokese include significant public
health issues such as cancer, heart disease, ggn@sthma and diabetes as well as
evaluating customer service and efficiency (O'Beal, 2001). Schoeet al.(2004) note
that private insurers have also begun to use HE@I& indicators that relate to
preventive care and this has resulted in non-Meeliddedicaid insurers increasing health

promotion activities.

As noted in Chapter 2, key performance indicatetgsh as HEDIS quality measures,
supply information to purchasers about the qualftgervice provided to patients. In 19
States, HEDIS measures are made available to thlecpwhile 23 States publish reports
on health plan member satisfaction (Kingsley & @ry2002). Therefore, if patients are
in a position to choose their own health care msitmal, key performance indicators
may be available to inform their choice. Furthee tUSA free market model means that
the purchasers (primarily individuals and employ&rso are dissatisfied with a provider
can ‘exit’, although this negative voice will be nstrained by the availability of an

alternative supplier, purchaser loyalty and coss. ikgards the operation of citizen
‘voice’, USA policy-makers have experimented witbnsumer participation in health

planning through organisations such as Health Bysigencies. However, these have

*L From 1 July 2001, the HCFA was re-named the Gsrite Medicare and Medicaid Services, but the

research cited pre-dates this change.
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been limited to input on secondary health careessand have not been taken up
nationally (Grant, 1989). There is a paucity ofe@sh about other operations of citizen
‘voice'. Except for a limited number of communityiented primary care programmes
(such as ‘Parklands’ described in Chapter 2), tregspears to be little community

involvement in the USA primary health care system.

Although delivery varies between States within th®A, the economic burden of the
primary health care system is largely imposed ¢iyean individuals. Currently, it is not
compulsory for individuals to hold health insuramoeer in any State and, accordingly,
insurers may refuse to cover less healthy indivglwa those less able to pay. Unless
these individuals are eligible for the Medicaid Miedicare programmes, they will
experience access inequities. The deficienciesndhsurance-based free market system
(including inequity of access) are evident in thi@AUmodel. The Netherlands experience
with insurance provides a perspective closer to ‘tmmtracting-out’ portion of the

continuum as will now be discussed.

3.3. Primary Health Care in the Netherlands (an exampdé a free market system
at the edge of contracting out)

The Netherlands has a well-developed national pyinfeealth care system which is

widely accessible. Independent primary health cgmviders include GPs,

physiotherapists, dentists and midwives. In addjtmmmunity nurses are employed by
a number of different health care organisations (¢amenade, 1997). The Netherlands
is one of a number of European countries that esdthh insurance as the key funding
mechanism for primary health cafeloday, as a result of recent health funding reform
all citizens must hold health insurance in the Md#nds; previously, individuals may

have held (optional) private insurance cover, pgyior insurers to purchase specified
primary health care services from providers on eafée-service basis. However, many
citizens (approximately 60%) remained uninsured lzadi their primary health care needs
met by the State through a social security syst@rodnewegen, 1994). The State

purchaser paid providers a fixed capitation in eespf those individuals.

2 Others are Austria, Belgium, France, Germanyge€eelLuxembourg and Switzerland (van Kemenade,

1997) .
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In the 1970s, policy changes were initiated toease the focus on primary health care,
but they were never fully implemented and, althotlgdh government sought to institute
health insurance cover for all citizens by regolatithe introduction of a comprehensive
social security system failed. During the 1980s]ime with New Public Management
moves to reduce government involvement and intredéree market policies, an
independent committee undertook a review of thdtinesystem. In 1987 it produced a
report entitled the Dekker Plan (after the Chaifis recommended “ambitious and
revolutionary” health system changes (Heldermahu&ao/an der Grinten, & van de Ven
Wynnand, 2005, p.197). The key element of this mepas that a single basic insurance
scheme should be scoped, to cover 85% of the twalth care costs of the entire
population. Competition between providers was recemded following the release of
the Dekker Plan, but the benefits of this (in temhsost reduction) were questionable

(Groenewegen, 1994).

Following a change to a centre/left government98Q, the Dekker Plan was accepted,
the level of obligatory insurance cover was incegia® 95% with the remaining 5% to be
borne by patients. This compulsory health insuram@es introduced incrementally
(depending on the commitment of subsequent coalgovernments) with a regulated
market-based system becoming fully effective onahudry 2006 (Naccarellat al,
2006). This health insurance system introduceddeservice contractual arrangements
between insurer purchasers and providers. It affeatients, insurers and the State in the
following way:

» all Dutch adults must purchase health care for Hedwes and their dependants
from private insurers to the value of €1,100 peruam® (the patient bears the cost
of a small excess);

» the state refunds the costs of low income or uneyaul individuals through the
taxation and social welfare system;

» private insurers are obliged to offer a basic pgekt any individual seeking
cover (regardless of pre-existing conditions);

» the state makes ‘risk-adjusted payments’ to theagei insurers on the basis of

their portfolio of citizens, although the insurdysar the greatest financial risk

3 Personal communication: Professor Tom Groot Ehaiversity of Amsterdam, 15 March 2006.
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(Heldermanet al, 2005). Risk-adjusted payments are made from #&aieind,

comprising an income-related premitdiunded by employers.

Rico, Saltman and Boerma (2003) describe thesehDaangements as ‘pioneering’.
The Netherlands’ system addresses the cost of lbgraising the private insurer
purchasers to monitor and restrict providers ougp/ing medical services to their
patients. However, Ricet al. (2003) found that such actions were unpopular with
patients and that wealthier citizens made arrang&sri® access desired levels of care
directly, outside the social health insurance syst¥et, Tapay and Colombo (2004)
found there is reduced potential for inequalitiesaccess to occur, because public

financing is not linked to public provision.

The presence of a number of health care insurarmaders delivers ‘exit’ choices to

consumers who play an important role in ensurigg pinovider quality is maintained and
regulatory capture does not occur. Consequenttygtivernment would expect to reduce
regulatory mechanisms in the areas of quality adsiticompetition regulation, and price-
fixing (Tapay & Colombo, 2004; van Kemenade, 19%)rther, as all insurers are
required to provide cover for any applicant, irespve of their health record or socio-
economic group, free market competition provideSepés equitable access to primary
health care. However, the heterogeneous naturerdfueners means that individuals can

over-demand with impunity.

These incentives in the Netherlands’ system addiigsulties arising from inadequate
information about demand and supply (identifiedCinapter 2). In addition, as insurers
define care in terms of services required by p&iesther than professionals who provide
the service, this may lead to competition [for epéen between General Practitioners
(GPs) and nurses]. Alternatively limited coopenatiwill ensue when, for example,
secondary care providers contract with a privatsing organisation to provide outreach

nursing, or dentists and GPs co-locate in a medmatre (Groenewegen, 1994).

It is unclear, however, how the WHO’s Alma Ata pairy health care principles of health
promotion and multisectoral cooperation are metthis system, as insurers do not

currently have incentives to meet these principheccarellaet al. (2006) confirm that

*  This has been set at 6.5% of wages paid in 2006.
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the main aims of the reforms were limited to prawiduniversal access and improved
performance to the primary health care system.dgdwernment relies on the market for
private insurance and health care delivery to lferesgulating and, through market ‘exit’

choices, expects patients to locate and purchaseance from providers who will meet
their needs. The Netherlands is markedly diffefemn the Australian social insurance

system which is discussed below.

3.4. Primary Health Care in Australia (an example of @ontracting—out’ system
with strong monopolistic components)

Australia’s health system relies predominantly evegnment management and funding
and, as in the USA, it does not have a primary ¢aces (Starfield, 1996; Weller &
Veale, 1999). Although various delivery and fundimgpdels exist, Butler, Rissel and
Khavapour (1999) note that Australians have tradélly expected the government to
deliver services and, since the early colonial déwgwve encouraged active government
intervention, pre-empting community participatiansecondary and pubtichealth care

services.

In contrast to secondary and public health caiegry health care was initially delivered
through individually funded patient-GP consultasoidowever, by the 1950s, private
health insurance schemes had developed to asdistduals to prepay primary health
care and benefit from pooling arrangements. In 18%7® Australian government created
Medibank, a mandatory, universal public health iasae scheme, provided primarily
through the Health Insurance Commission and funmedeneral taxes rather than by
citizen’s contributions. Medibank was replaced 1884 by Medicare, an insurance
scheme which is funded through a levy on persanallile incomé,, effectively making

the cost of the scheme more transparent. Figured8gzcts the manner in which the

Australian health care system is financed.

% Public health care refers to population interimrg (for example, education and immunisation) to

prevent disease and prolong lives. It also inclugesponsibility for environmental factors such as
water quality and behavioural factors (such ascedufamily violence) (Minister of Health, 2000).

% In 2006 this stood at 1.5 percent.
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Figure 3-2: Australian Primary Health Care funding
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(Bloom, 2000; van Kemenade, 1997)

In order to ensure that citizens receive primarglthecare, the compulsory health
insurance levy on individual income, together wganeral taxation, is used by the
Commonwealth Government to fund the public Medicscheme. Medicare subsidises
patients’ GP visits and prescription medicationghe extent of 85% of total incurred
costs, with patients meeting the remaining 15% ¢Bip2000). As can be seen in Figure
3-2, Individuals may also voluntarily purchase ptevinsurance and those who do so can

claim a 30% rebate on their private insurance puemithrough the tax system.

The fee-for-service funding from Medicare (at 85% consultation cost) is paid to

medical practitioners by the government via pasiefithe patient either pays the GP
directly for their consultation and claims the gaowaent subsidy independently or the GP
bills Medicare for the subsidy. In the latter cade payment is sent to the patient who
must deliver the cheque to the GP. Since the 198@s) attempt to introduce efficiencies
to the Medicare primary health care system, GPg ha&en encouraged to bulk bill their
primary health care reimbursement claims. Undes itheme, now adopted by around
70% of medical professionals, GPs accept the Megliczbate as their full payment and
do not charge patients a co-payment (Podger & HaB@@0). Further incentives and

payment options have arisen as part of a 2003 wetitted Changes to Medicare (A

Fairer Medicare PackaggNaccarellaet al, 2006).
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In addition to GP visits, Medicare also covers phageuticals and certain practice nurse
consultations. Initiatives such as incentive paytsémincrease bulk-billing have reduced
administration costs, however Weller and Vale (199827) note: “Australian general
practice lacks a history of experimentation witbeadative organisational systems in
contrast to the UK experience with GP fundholdinglthough New Public Management
style decentralisation has been adopted by mostrélias States, there have been few

modifications in contractual arrangements to deedhe risks of patient over-demand.

Recognising the need for cooperation and collamrabetween primary health care
providers, Primary Care Partnerships were introducehe State of Victoria in 2000 but
they currently receive only a small budget (McDahnel al, 2006). Community Health
Services have also emerged in this State, basdteaommunity-oriented primary health
care movement (Naccarekd al, 2006). Across Australia, GPs have been encouramged
affiliate into geographically based Divisions ofrigeal Practice so that they may access
continuing professional development and, througtwokking, improve service quality
(National Health Committee, 2000; Podger & Hagad®. While these may act as a
broker for allied health services, Divisions of @sl Practice do not contract with GPs.
However, Naccarellat al. (2006) suggest that these organisations potgnpativide a
basis for lobbying and GP management, as the Imdigpe Practitioner Associations do
in New Zealand! With the election of a Labor Government in 2007¢ ¢he promise of
$220 million to strengthen primary care and essdblGP Super Clinics in local
communities, the future role of Divisions of GendPaactice may also include owning
and running these General Practices (Rudd & Ro007).

Despite these limited reforms, there have beenrégulatory or monitoring mechanisms
to counter potential GP over-supply in the Austmaliprimary health care system.
However, in July 2008, the Australian Governmeigased 40 performance benchmarks
to hold States accountable for the quality of theialth services, and it is likely these will
affect primary health care in the futifeAgainst this, the UK (specifically England)
provides an example of a primary health care systexhhas been subject to numerous

reforms, as different governments attempt to méwt thallenges of inadequate

5 As described in Section 3.6.

8 “Forty Health Performance Indicators, Australia’widoaded from the internet"4ctober, 2008 from

http:/Mww.medicalnewstoday.com/articles/116243.php

64



information about the quality and supply of, demdod and effective allocation of

funding for, primary health care.

3.5. Primary Health Care in the UK (specifically England- (an example of system
reform to ‘contracting-out’ from monopoly throughree market policies)

The major changes in the English primary healtle sstem since 1948 are shown in
Figure 3-3 and described below. From 1911, wherd.IBeorge introduced the National
Health Service Act, the UK Government provided abhbealth care insurance to citizens
who were employed (Dowell & Neal, 2000). In 1948 tUK Government introduced the
National Health Service (NHS) with the aim of emsgrthat all citizens would receive
free primary (and secondary) health care. Thisesystvas funded entirely from taxes
(van Kemenade, 1997). The resulting health careesy$described by the WHO (2000)
as a monopoly] was more centralised than in mdstrotountries (O'Deat al, 2001).
However, primary health care continued to be omggthiat the monopolistic edge of a
‘contracting-out’ system; GPs were retained as pedéeent contractors (paid mainly by

capitation) and, as such, were separate from dth& services (Heywood, 2000).

Figure 3-3: Major English Health Care system change

(iii) “Contracting-out”

: 1990 'Primary 1997 ‘Third 1966-1P89 1948-1966 :
| Care led NHS’ Way’ reforms  ‘Patients|First’ NHS |
| |
| v o v
| |
| |

The establishment of the NHS in 1948 provided acttire through which, theoretically,
GPs became directly accountable to central govemhifizay & Klein, 1987) but there

were few mechanisms by which to address inadequ&bemation regarding service

quality, supply, or demand. Dowell and Neal (208@3cribed the GP from 1948 until the
mid 1960s in the following terms:

The stereotype from this era, the sometimes grutfdly, avuncular and largely
unaccountable male GP has persisted, at leastemtinds of cartoonists. Patient
expectations were low, despite the ‘liberationtloé free NHS, and GPs seemed to
retain the universal respect and affection of thgtients. (p.13)

In 1966, in order to encourage GPs to work in madhips and promote primary health
care provision in needy areas, the NHS Charteodoiced marked changes, re-structuring

GP remuneration to include basic practice allowarael fees for specific tasks (such as

65



immunisation) (Heywood, 2000). The new funding negialso covered 70% of the costs
of nurses and ancillary staff, and schemes wereduoted to reimburse premises costs.
The quality of care was addressed by a growingarebebase, rising societal expectations
and, from 1979 an emphasis d¢tatients First (the title of the consultative paper
published by the Department of Health and SociatuB® that year) (Peckham,
Exworthy, Greener, & Powell, 2005Ratients Firstgenerated reforms to strengthen
management at the local level of the NHS, by estaiplg district health authorities and
dismantling area health authorities.

In 1986 a Green Papd?Primary health care: an agenda for discussidigcussed ways to
reduce NHS primary health care cost overruns. Was followed in 1987 by a White
Paper Promoting better health: the Government's programigreimproving primary
health care) However, by the late 1980s, these discussions @Rs were overtaken by
the New Public Management perception of health emrea commodity that could be
purchased from a market. The difference betweesn iarket mindset, and that of the
USA and the Netherlands, was a requirement foreas®d monitoring and GP
accountability for funding. New financial structargurchasers, provider responsibilities
and market terminology were introduced as the NHiShmser attempted to match supply
and demand, and to devolve further the planningsemdice provision of primary (and
secondary) health care to communities (Dowell & IN@®00; Hudson & Henwood,
2002; van Kemenade, 1997)n principle, primary health care remained freelurge to
patients. However, for those receiving eye care amslal aids, dental care and
prescription medicines, co-payments were introducedddress a scarcity of resources

and to check patient over-demand.

In order to encourage high clinical standards amldesfor money contracting, the 1990
GP contracts (which were underpinned by the Nalibtealth Services and Community
Care Act 1990) treated GPs as business entrepeer@Bs had argued for the emphasis
on health promotion and disease prevention, andplegformance indicators linked to
financial rewards, that were introduced by the 199, but they believed that the
accountability demands reduced their professionaloromy (due to ‘excessive

monitoring’ by family health service authoritiesdathe strict definition of core services

% In 1987, the government stated its intentiongdivé patients the widest range of choice in obtajni

high quality primary care services” (Heywood, 20p238).
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each GP was paid to provide) (Broadbent & Laughl#f8; Lewis, 1997).

These New Public Management reforms, promoted'Beraary care led NHS’, relied on
a pseudo free-market, capitation funding by medpcattice (rather than individual GP)
and competition between medical practices (Mackimtd993). The reforms relied on
patient choice and exit mechanisms, as the polfoiea largely internal market included
the NHS Fundholdirfy scheme: GP practices with more than 11,000 ewrgikgients
could register as NHS Fundholders and could oféétepts preferential secondary health
care access (as explained below). These medicatiqgas were attractive to patients who
sought a quality ‘one stop shop’ including manageférrals to higher levels of cafe.
NHS Fundholders were allocated a portion of thalldmspital budget for tests, certain
community nursing services and non-urgent admissiam their enrolled patients —
services that had previously been rationed thrdwgls-managed waiting lists. Further,
GPs became privy to detailed costing data and cagd this to effect practice
efficiencies. Medical practices that applied thesst savings to improved primary health
care services became even more attractive forrgatgeeking a single provider for their
needs (Llewellyn, 1997). The Fundholding system en@®s more aware of their usage
of secondary health care services and encouragedt@&Become active purchasers of
these services (Heywood, 2000; van Kemenade, 199#&ddition, as up to one quarter
of the secondary health care expenditure was mdnbgeGP Fundholders, hospitals
competed for GP practices to fill their patient-eDespite this, when Llewellyn (1997)
interviewed GP Fundholders, one respondent argugidat free-market did not exist in
primary health care; GP’s incomes were not affebiethe reforms and practices did not
receive direct financial rewards as the cost-savithgy achieved could be used only for

the provision of extra services.

The NHS progressively employed the Fundholder regitm curb over-supply and,
through promotion of cost savings at medical pcactievel, over-demand. However,
Lapsley (1994) argued that the ‘internal marketigmtially reduced the UK'’s ability to
meet the WHO (1978) principle of equity of acces&&® Fundholders may:

®  Fundholding was introduced in England, Wales @adtland from 1990 and in Northern Ireland from

1993.

. The threshold for eligibility based on patients@led was reduced from 11,000 in 1990 to 9,000 in
1992, 7,000 in 1993 and 4,000 in 1995, to encouna@e medical practices to take up Fundholding.
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* ‘cream-skim’, that is, turn patients away who hawneadverse medical history;
» obtain preferential secondary treatment for thetigmts over non-Fundholder
GPs’ patients; and/or

* manipulate their budgets.

Conversely, in a later study that involved in-dejotterviews with affected GPs, Lapsley,
Llewellyn and Grant (1997) concluded that Scotisimdholders (with a similar scheme)
were generally not motivated by private gains butabdesire to improve the quality of

health care delivery for patients of both Fundhojdand non-Fundholding practices.

By 1997, around 70% of England’s GPs (19,100) vesssociated with GP Fundholding
schemes but, due to disquiet in respect of buraay@nd conflicts of interest, 7,000 GPs
formed Commissioning Groups as an alternative tedRolding. Commissioning Groups
and health authorities jointly purchased secondaase to promote equity of access
(Broadbent, Jacobs, & Laughlin, 2001).

To address quality as well as cost in the centrialhded ‘Primary Care led NHS’, the
NHS introduced a Purchaser Efficiency Index. Thational quality indicator was
complex and was subject to the criticisms of penfamce monitoring outlined in Chapter
2. Concern was expressed that inappropriate GPutsutpere measured and that an
‘evaluatory trap’ was being encouraged by the NH&ér, with more time being spent
on measuring and reporting than actually carrying @sponsibilities (Olsoret al,
2001).

In addition to the Purchaser Efficiency Index, eats were invited to provide feedback
on the quality of services received by the intrasurcof ‘voice’ choices. From 1991, a
Patient Charter set out ten rights to which eveatigmt was entitled (Green, Ross, &
Mirzoev, 2007) and patients were invited to evadudueir local health services through
forums and feedback against this Charter. NHS aot#rrequired medical practices to
introduce compensation schemes for patients whewifgp rights were not honoured
(Mackintosh, 1993). This was followed, in 1992, &yl ocal Voices’ reform which was

designed to encourage citizens to report any cantpléo the relevant NHS purchaser.
Despite this, Levaggi (1995) maintained that actalihty discharge by GP Fundholders

was unaffected.
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In 1997, the pendulum swung against the free maakg@roach and (as indicated in
Figure 3-3) the new Labour Government introducelird Way’' reforms, outlining an
integrated care model in a White PapEhe New NHS: Modern — DependalfféHS
Executive, 1997). This constituted a ‘marked chamgdahe focus of English primary
health care (Dowell & Neal, 2000), and ‘rapid refidrwas instigated (Hilket al, 2001);
the White Paper also conveyed an understandingfidatmarket polices had failed to
address the issues of equity and multi-sectorapexation (Hudson & Henwood, 2002).
Announcing: “[t]here will be a ‘third way’ of runng the NHS — a system based on
partnership and driven by performance ... a new mddela new century” (NHS
Executive, 1997, s2.2 and 2.3), the UK Governmefgrred to longer term contracts,
collaboration and the end of fragmentation — indveaof the ‘Third Way'. Further,
rather than requiring citizens to pay for healtreadirectly, as was the practice elsewhere
in Western Europe (for example the Netherlandsg €overnment reiterated its
commitment to general taxation funding primary Heatare as the means of both

improving health care and reducing inequity of asce

To facilitate ‘“Third Way’ reforms, the White Papeesponding to GP lobbying, extended
the Commissioning Group concept, with the Health 2897 requiring the establishment
of Primary Care Groups as commissioning agentslfdocal community primary health
care®® These Groups were governed by Boards comprisiafftherofessionals, health
authority staff and local government representatiifdHS Executive, 1997, s.5.11). By
including all of the GPs and community nurses ito@al community, Primary Care
Groups aimed to streamline accountability and foirag arrangements (NHS Executive,
1997). However as they represented an NHS atteroptadccommodate both
Commissioning Groups and the disbanded Fundholdeugs, the introduction of
Primary Care Groups was not without conflict (Brioaxltet al, 2001).

By 2002, the original 481 Primary Care Groups meérgegeveloping into 300 free-
standing Primary Care Trusts (PCTs) that are adablento their local health authority.
The PCT Boards comprise mainly lay members andPi& is expected to engage in
wide public consultatiof’. The NHS requires PCTs, secondary care (NHS Trastd)

2 |n Scotland, the similar 1997 White Paper wadedaDesigned to Care — Renewing the National
Health Service in Scotlarehd Primary Care Groups were called Local Healtre@ooperatives.

6 By 2006, 151 NHS PCTs controlled 80 percent ofNRS budget (“Primary Care Trusts” downloaded
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Local Authorities to work together to improve thiatas of communities’ primary health,
to generate and deliver Health Improvement Progresnand to develop partnerships
addressing community needs. This task requiredieatie balancing of the demands of
local community needs and powerful NHS directivegaspect of nationally generated
goals (Hudson & Henwood, 2002; Newmanh al, 2004). With the establishment of
PCTs, the NHS in England recognises a broader pyirhaalth care model than that

adopted in most other countries.

Potentially, the reformed system has a number oétis corresponding to the WHO key
principles. Firstly, the local nature of the cowothag institutes a community basis that
encourages health promotion. Secondly, by partgewith Local Authorities, the reform
arrangements promote inter-organizational collaiimmaacross sectors, as recommended
by the Alma Ata Declaration (WHO, 1978). Thirdlyet requirement that PCTs must
deliver comprehensive care to the whole communige fof charge or at a low cost,
reduces the likelihood that providers will ‘creakips’ in the selection of patients; it

therefore assists the NHS to achieve equity ofssce

The NHS perceives community accountability of P@§sntegral to the primary health
care arrangements and it requires PCTs to engatecitizens (Department of Health,
2003). More specifically, it requires PCTs to:
* have community members participating in organisatigovernance;
» participate in Regional Health Authority meetindsng with Local Authorities’
Chief Executives, to encourage multi-sectoral coafpen;
* publish an annual report of services provided,goas$i views and their responses,
and compare the PCT performance with other PCTisnadly;
* have “clear arrangements for public involvementudimg open meetings” and
public Annual General Meetings;
* involve citizens in health planning and governatitt®ugh Patient and Public
Involvement Forums (independent statutory bodi¢abéished under the Health
and Social Care Act 200°f\Milewa, 2004; NHS Executive, 1997, s.5.15).

from the internet 27 December 2006 fronhttp://www.nhs.uk/England/AuthoritiesTrusts/Pct/Belt.
aspy.

Some Regional Health Authorities used citizendefsiin the past and these are also recommended by
the Department of Health, especially for secondarng services (Department of Health, 2003).
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The Patient and Public Involvement Forums are lgrgdvisory but they may also hold
PCTs accountable in respect of their service plamand delivery. Local Authorities may
also call PCTs to account separately through amv@axe and Scrutiny Committee for
Health (this responsibility covers secondary anehmaoinity services in addition to
primary health care). Practically, Jarrold (200Ghief Executive of a Regional Health
Authority,* suggests that health partnering and networkirexjgriencing some success,
although media reports of poor financial healtlmiany PCTs, and the costs of delivering
wide patient choice, indicates potential diffice#tiwith sustainability. Further, despite
calls for community engagement to improve costetffeness, commentators such as
Dean (2003) and Greent al. (2007) suggest that, paradoxically, the ‘Third \Ma&jorms

in the UK have restricted community interest, asesult of a significant gap between
policy and practice. An assessment by Milewa (2G)gested that the structures may
be assembled to exclude public decision-making asdsuch, encourage opacity and
inconsistent practice between powerful health serdecision-makers and citizens. This
gives weight to the calls by Cotton, Fraser and (2000) for social audits to assess the
extent to which stakeholder dialogue actually le@daccountability being discharged by

medical practice¥.

The PCTs’ governance structures have been desigmeshsure the PCTs are not
dominated by GPs; they are led jointly by a Praotesd Executive Committee
comprising a professional (GP) Executive CommitBdir, the Chief Executive and a
lay Trust Chair (Johnston, 2005). However, Peckkaal. (2005) note that prior attempts
at community consultation have been described @leetiistic” and they are concerned
that the PCTs may be unresponsive to citizend@tad level. Their concern is supported
by the manner in which collaboration on such isagkealth promotion has been rather
slow to eventuate, reflecting the strong positibat tGPs have traditionally held in the
primary health care culture, the PCTs’ heavy wogkrala and a lack of expertise in

citizen patrticipation (Currie & Suhomlinova, 200owe & Shepherd, 2002).

The most recent reforms have been described byldyaf2001) as ‘command and

% From 2002 these were termed Strategic Health dkiitbs (SHAs). The 28 SHAs were further
amalgamated in 2006 and the number reduced tqAdout the NHS. Downloaded from the internet
27" July 2007 from: http://www.nhs.uk/aboutnhs/howthenhsworks/authesindtrusts/Pages/
Authoritiesandtrusts.aspx.

% The social audit function is further describeimapter 4.
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control’ reflecting the fact that the DepartmentHéalth has continued to develop and
manage performance measures designed to achietreffamdiveness; these include a
number of different centrally managed mechanisnisaacounting information (O'Dest
al., 2001). For example:

» the National Institute of Health and Clinical EXeaeke provides guidelines for
technology transfers;

« the Healthcare Commission assesses clinical quatitly effectiveness (including
those of PCTs and independent providers). Theystegindependent providers
and continually assess practices’ clinical fa@#ti practice management, patient
experience, additional services, and breadth ad.CHne Healthcare Commission
also handles patient complaifits;

 PCT budgets and reports must demonstrate how tAevRIC achieve financial
balance by the end of each financial year (as reduby the Department of
Health). Further, PCTs are ranked nationally onrtlerplus/deficit and the
change from the prior ye&f.Mooney (2007) suggests highly ranked PCTs also
deserve ‘Earned Autonomy’ (currently operating acandary care); including
financial expenditure freedoms and freedom to enterjoint ventures with local

authorities without requiring central permissiocteéme®®

Notwithstanding the notion that national performamssessments provide a measure of
control, health professionals believe they are niiedy to respond to the needs of the
local health community than to high level natiopalformance measures set by central
government (Chang, 2006; Johnston, 2005). The Nul8ighes indicator data on GP
practices, noting that a reputation effect willuiesn the public holding poor performers
to account or utilising ‘exit’ mechanisms to reddhese performers’ capitation incomes.
The control devolved to the ‘customer’ seems caestsvith what Starfield (1996) terms
a ‘marketing approach to accountability’ where tomser’ satisfaction alone, rather than

indicators such as clinical quality, equity of aexeand multi-sectoral collaboration are

7 ‘About us’ downloaded from the internét @ctober 2008 frorhttp://www.healthcarecommission.org.

uk.

% NHS 1.1 Finance — PCTs Q2 2006/7 downloaded fritre internet ¥ July 2007 from
http://www.productivity.nhs.uk/Form PCT 1.1 IncommdExpenditure.aspx?period=2006-2&report=
pll&orgCode=5NC &email=

Mannion, Goddard and Bate (2007) found, howetlst Earned Autonomy provided only a low
powered incentive to improve the performance of NHS8sts, and that there were practical and
structural obstacles to greater freedom for NH&Tmanagers.
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used to assess GP’s effectiveness in meeting comasimealth needs (Johnston, 2005).

In summary, in the UK, ongoing reform has made prirhealth care foundational to the
state funded system. The UK Government has sighdik it wishes to move away from

the language of competition and purchasing to @Mfay’ policies for primary health

care delivery through networking and partnershipsontinues to use ‘contracting-out’ as
the basis of NHS management, and specific chamgpsmary health care systems have
been underpinned by regulation and monitoring systenforced by the government.
New Zealand has employed similar reforms to thogee UK but, as will be seen below,

there are significant differences.

3.6. Primary Health Care in New Zealand

Primary health care in New Zealand is a unique wifixpublic and private funding
(Kininmonth, 2005). It remains distinctly separ&i@m the secondary health care system
but, as in the UK, primary care has progressivedgumed many public health
responsibilities. Significant New Public Managemesforms largely bypassed primary
health care until the relatively recent swing teyatem focused on Alma Ata (WHO,
1978) ideals and the promotion of wellness ratih@ntthe treatment of illness. The

salient features of New Zealand’s primary healtte cgstem are depicted in Figure 3-4.

Figure 3-4: Major NZ Primary Health Care system chaages
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3.6.1. Background

(i) Establishing a funding regime: 1938-1990

Subsequent to the Labour Party’s 1935 election m®no fund medical care so that it
was free to patients and, in the lead up to theab@&ecurity Act 1938, the Labour
Government considered a number of schemes foruheirfg and delivery of primary
health care. The New Zealand branch of the Brikdical Association, on behalf of
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GPs, recommended a state medical service compreimgtional insurance scheme.
However, an alternative comprehensive social sgcsgheme received strong public
support, and when the Social Security Act 1938 passed, GPs remained independent
of the State system. The manner in which they werde paid was not resolved
immediately and the GPs strongly resisted capitat@alling on the British Medical
Association to assist them in their fight (Hay, 228/Nhen the government instigated its
policy of free GP services in 1941, GPs were offdoair different funding options:

» salaried positions;

* a capitation-based funding agreement;

» either one of two fee-for-service arrangementso(eel payment was offered to

GPs who charged patient co-payments and a highgmeya for those who

forewent patient co-payments).

Most GPs accepted the government fee-for-servindifig that enabled them to charge
patients a ‘top-up’ co-payméehtand this system remained in place until Prémary

Health Care StrategyMinister of Health, 2001). From 1941 the great majority of
primary health care expenditure was paid for by t@ernment through non-
discriminatory taxes. However, the government damt mcrease the fee-for-service
payments until 1972, resulting in steady increasepatient’s co-payments. Perhaps
unsurprisingly, an increasing number of individugdarchased private health care

insurance from the 1970s onwarés.

In 1975, The White Paper: A Health Service for New ZealdMtGuigan, 1975)
advocated sweeping policy reforms including thentbententious recommendation that

the fee-for-service subsidy on patients’ visitsG®s be replaced with capitation. By

©  Accordingly, the state paid 7s 6d of a typicas 8@ fee (Hay, 1989, p.121). By 2002 when the Ryma
Health Care Strategy capitation replaced fee-fovise, the fee-for-service subsidies were as fadiow
a) High Users and beneficiaries: $35.00 for underysar olds, $20 for children and $15 for patients
over 18. b) For other patients: $35 for under ®aryolds, $15 for children and no subsidy for those
over 18 (‘GP visits’ downloaded from the interndt 8une, 2006 fromhttp://www.moh.govt.nz/
moh.nsf/wpg_Index/ About-GP+ visjts

I 51 GPs (with a total of 80,000 patients) optedciapitation, but this had dropped to 18 GPs by9194
(Crampton, Sutton, & Foley, 2002). From 1979 rersbwaerest in capitation began in the Union
Health Centres (Malcolm, 2000; Matheson, 1992).

From 1973, insurers included the Accident Compgms&ommission which was established to cover
the costs of people injured in accidents. This rasce is available to all people in New Zealand
(including non-residents and visitors) and is fuhaeainly by levies on employers, deductions from
employees’ wages, motor vehicle registrations aleyaon petrol and diesel products.
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antagonising key actors in the medical professibm White Papewas a ‘political
disaster’ (Lockett-Kay, 2005) and failed. In 198 tgovernment increased the subsidy
for children, and, although in 1991 fee-for-servat#sidies to high income adults were
stopped, in 1997 the subsidy for under-sixes wamnamcreased to reduce the co-
payments demanded by GPs. Capitation funding resdaom the agenda and was taken
up by a small number of GP practicégurther, Hospital Boards (progressively replaced
by Area Health Boards) were funded by capitationtfi@ir public health and secondary
services responsibilities from 1983 onwards. Howevas per-capita health care
expenditure varied greatly, especially between faijmns at opposite ends of the socio-
economic deciles, formulating ideal capitation eslwas challenging at primary health

care level (Matheson, 1992).

In 1987, the government paphkrcentives and Constraints in Primary Health Care i
New Zealandoutlined a new strategy to prioritise primary hleatare (New Zealand

Board of Health, 1987). This was to be achieveatwnging the regulatory and reward
structures for primary health care professionalsntvease their accountability and to
control costs through capitation. In addition, fungdfor health promotion and prevention
was strongly supported by well-reasoned recommentat(New Zealand Board of

Health, 1987).

(i)  Structural reform: 1990-2000

Health reforms gathered momentum in 1990 when nleenming National Government
established four Regional Health Authorities (RHAKprthern, Midland, Central and
Southern) to purchase and monitor health care @by collaborating and contracting
with locally appropriate health care providers (it & Barnett, 2004a). This strategy
followed the market-based reform models (alreadscuised) in the UK and the
Netherlands (Ashton, 1999). The RHAs instigateatpprimary health care projects

3 Capitation funding was negotiated by Otumoetsitfie Bay of Plenty), progressively adopted by

Union Health Centres through the 1980s and alsoKagori Medical Centre in 1984 (Personal
communication: Dr Jeff Lowe, Karori Medical Cen2@" August 2006). [A number of Union Health
Centres exist and many are now part of a PrimargltHeOrganisation (PHO), for example Otara
Union Health Centre is part of Tamaki HealthcareCPi Auckland and Newtown Union Health
Service is part of SECPHO in Wellington. Seven Wnidealth Centres belong to Health Care
Aotearoa as community-oriented, not-for-profit arigations (‘HCA Member Organisations
November 2002’ downloaded from the internet' Blecember, 2006 fronfittp://www.hca.org.nz/hca.

htm) ]
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based on the UK’s Fundholding approach, offering @GRentives to reduce the RHA’s
costs in pharmaceuticals and diagnostic serviceddd/m, 2000). Fundholding structural
change was not nationally driven as it had beentha UK, consequently its

implementation varied regionally (Controller andditar-General, 2002a; WHO, 200%4).

However, where it occurred, GP providers formed raitdo groups, known as Primary
Care Organisations (as depicted in Figure 3-5phegotiate and manage RHA contracts.
RHAs included a management services componenteseticontracts to recognise their
reduced workload when they could bulk fund large €Mectives (Central Regional

Health Authority, 1996). Primary Care Organisaticessumed four broad guises as
shown in Figure 3-5, although within similarly ldleel organisations heterogeneity

existed.

The four broad organisational forms were as follows

« Independent Practitioner Associations (IPAs), ditabd as limited liability
companies or trusts run by GPs; they generallyredfean extensive range of
services and had professional managers (Barnetir&dit, 2004b);

e Contracting parties, generally GP-owned medicattores, run as small trusts, or
limited liability companies;

» Loose networks that provided an umbrella for GPaédgotiate collective provider
agreements with the Regional Health Authority pasdr. The GPs undertook their
own management and, therefore, these GPs were maimbered with the
management costs inherent in the above two options;

« Community-owned organisations, including those l#sthhed as non-government,
not-for-profit organisations, to service disadvaet people with high health needs
(Controller and Auditor-General, 2002a).

4 By 1997, 15.1% of GPs were on capitation fundRegionally rates varied from 4.8% to 45% of GPs

using capitation funding. By the end of 2001, itswestimated that nationally 22% of GPs were on
capitation funding (Cramptoet al, 2002).

> While a number of IPAs joined the Independentcitianers Association Council of New Zealand

from 2001 for mutual support, Health Care Aoteaweas formed to support community-owned
primary health care organisations.
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Figure 3-5: GP membership of Primary Care Organisaibns by November 1999

Total GPs

3,159
y

1 t

Primary Care
Organisations

2,658 (84%) 501 (16%)
A

Sole Practitioners

Y ‘ Y A

IPAs Contraptmg Loose Networks Commumty-pwned
Parties Organisations
2,123 (67%) 86 (3%) 389 (12%) 60 (2%)

(extracted from Controller and Auditor-General, 28D

The RHAs utilised the central funder, Health Betselitd, to process subsidy payments
to primary health care providers, requiring compagion and technological changes in
Primary Care Organisations. High-level patient datdating to gender, age, costs and
conditions) could be analysed and was useful factgroners, the Primary Care
Organisations and the RHAs (Malcolm, 2000). Sucta gaovided a basis for GPs to
compare and modify their performance around redionams; an effect magnified with
the appointment (under the Health and Disabilit@smmissioner Act 1994) of a
Commissioner to whom GP’s patients could make @iintomplaints® Further, when the
IPAs collated GP data, IPAs could employ it to ecdHoate continuing education for
member GPs, to seek funding for programmes to toeat health needs that may have
traditionally been the domain of secondary or sgisti care, and to develop GP

cooperation, rather than competition on quality pride (Barnett & Barnett, 2004a).

As noted in Chapter 1, a further change of Goventnre 1999 reversed the policy of
centralisation of health services and, in Decemb@p0O, the Labour Government
launched théNew Zealand Health Stratedifealth StrategyMinister of Health, 2000)

® " The Health and Disabilities Commissioner’s Coslsimilar to the 1992 UK Local Voices reform as

complaints are judged against a Code of ten rightonsumers of health and disability services. The
Commission does not make judgements on fundingoosumer entitlement. (Information about this
independent but government funded organisation, deagnloaded from the internet 13uly 2007
from http://www.hdc.org.n2
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as a new framework with fundamental principles,iamatl health system goals and
objectives. These were to underpin a reformed hegjistem designed to reverse
declining health care statistics (particularly iraddi and Pacific peoples’ communities)
and to improve the health status of all New Zeatasnd Twenty-one District Health
Boards (DHBs) were created on 1 January 200dder the New Zealand Public Health
and Disability Act 2000 to purchase local servicBisese DHBs are accountable to the
Minister of Health (not the public) but retain pigbkelections for 7 of the 11 Board
members. Each DHB must hold open board meetingsnante the community in DHB

planning processes through consultation.

As underlying principles, enunciated in tHealth Strategyy the Ministry of Health, the
DHBs and service providers were to:
» acknowledge the special relationship between Maod the Crown under the
Treaty of Waitangi;
» promote good health and wellbeing for all New Zedtxs throughout their lives;
* improve the health status of those currently disataged;
* ensure collaborative health promotion, and diseeskinjury prevention, by all
sectors;
» provide timely and equitable access for all New|Zeders to a comprehensive
range of health and disability services, regardiédkeir ability to pay;
» develop a high-performing system in which peopheeheonfidence;
* ensure active involvement of consumers and commegrat all levels (Minister of
Health, 2000).

To improve health outcomes, tiealth Strategyoutlined ten overriding goals and 61

population health objectives (these are outlinedppendix 3). Thirteen of these 61 were

defined as prime objectives for short to mediummtemplementation. In respect of

meeting these objectives, the Government identiiie®l service priority areas that DHB

purchasers were to take into account for any newifig that became available, namely:
* public health (including health promotion and ediag;

* primary health care;

" Their geographical distribution is shown in Appentl.
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* reducing waiting times for public hospital electiservices (to a maximum of six
months) to increase equity;

* improving the responsiveness of mental health sesvithrough collaboration);

» providing accessible and appropriate services fwpfe living in rural areas
(Minister of Health, 2000).

Despite free-market terminology permeating primaealth care, expenditure figures
from the year ended 30 June 2001 show governmeogneliture on GP services was
51%, exceeding that of individuals’ co-payments ansurance premiums (at 49%)
(Ministry of Health, 2004a¥ However, Cramptort al (2005) suggested that this level
of funding is unusually low for a liberal democtatvelfare state such as New Zealand
and compared it unfavourably to that in the UK véheomparable services are 100%
government funded, and Australia where governmelsidises 85% or 100% of the GP

fee.

(i) Changing the focus of the primary health care syst000 onwards

In 2000, Improving Health for New Zealanders by investingPnmary Health Care
(National Health Committee, 2000) recommended thatgovernment re-orientate the
health care system in line with the Alma Ata Dealam (WHO, 1978) and capitalise on
the extant Primary Care Organisations already aofitry with the DHBs. The
subsequent release of tReimary Health Care Strategin 2001 (Minister of Health,
2001) adopted these recommendations, seeking tmwapitizens’ health and reduce
inequalities by:

* introducing capitation across all primary healtheca

e involving communities in projects that would benefiocal populations

(addressing both equity of access and health piomoand

* encouraging multisectoral collaboration in disgasention and management.

Forerunner Primary Care Organisations have forno¢dan-profit PHOs to contract with

DHBs on a capitation basis to provide health caresfirolled New ZealandefsIn turn,

8 It was more recently assessed that the averamenditure by government was 70% and patient co-

payments at 30% (Ministry of Health, 2006a).

" PHOSs’ structures vary widely and include collatiams of a number of Primary Care Organisations,
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PHOs contract with health providers (primarily, It restricted to GPs), similar to the
development of NHS PCTs in the UK but without tleenifal engagement of Local
Authorities (Cramptoret al, 2005). This ‘contracting-out’ system is fundedtlyaby
patient co-payments but predominantly by generatdahrough increased government
funding. A visualization of the change from an é@s focus to community health
responsibilities is shown in Figure 3-6 where PHf@sponsibilities are labelled ‘primary

health care’.

Figure 3-6: PHOs’ responsibilities under thePrimary Health Care Strated
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Patients may enrol with only one General Practice ttme and are encouraged to obtain
all primary health care needs from that Practidghcdugh no regulatory mechanisms in
respect of patient ‘voice’ are specifically prowidéor in the Primary Health Care

Strategy patient’s clinical complaints may be heard by tHealth and Disabilities

owned by a single IPA or GP Practice (as descrimehapter 1). GPs separately retain their

membership in IPAs in order to be represented dustrial advocacy, be supported in education,

improve the quality of professional practice andutwlertake project management to produce better
health outcomes (Fountain, 2006). In addition, Ittdependent Practitioners’ Association Council of

New Zealand has provided a single voice for orgah{Seneral Practice since its inception in 2001.

8 Extracted from presentation by Dr Peter CrampRopulation health and primary care” at the Priynar

Health Care Development Programme: Health SerResearch Centre, Wellington, October 2007.
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Commissioner, and the existence of numerous PH@s®eneral Practices contracted to
them potentially promotes competition and provigesient ‘exit’ models$: Further, as

the government requires PHOs to be not-for-profgaaisations, it assumes that the
benefits of cost efficiencies and higher qualityvesll as increased social capital (as

outlined in Chapter 2) will at least partially retiyethe effects of inadequate information.

3.6.2. Primary Health Care Strategy funding

The 21 DHBs- Crown Entitie¥ — are responsible for funding and coordinatingises

to meet their community’s health neééi§wo capitation schemes originally introduced
under the Primary Health Organisation Agreementgia 17) (Ministry of Health, n.d.)
- Interim and Access were employed for funding first contact servicediveered by
PHOs between mid-2002 and mid-2007he dollar funding amounts are detailed in
Appendix 2. The Interim capitation was designedniet the needs of citizens who had
light to moderate primary health care requiremamid dwelt in non-deprived areas. The
Government progressively increased Interim PHOsding, rolling out the increased
funding for particular age demographics over thaogefrom 1 October 2003 to 1 July
2007 (beginning with under 18s and over 65s in 202 18-24 age group in 2005, 45-64
age group in 2006 and finally, the 25-44 age grouR007) (Abel, Gibson, Ehau, &
Tipene Leach, 200%j.Accordingly, from 1 July 2007, all PHOs are effeely Access-
funded.

8 The freedom of patients to ‘exit’ providers ist onew feature of thBrimary Health Care Strategy

Further, in some geographical areas, there maypmhoice over which PHO people belong to.

8 Crown Entities are legally separate from the Grand operate at arm’s length from the responsible

shareholding Minister(s); their activities are uwmbbd in the annual financial statements of the
Government (Crown Entities Act 2004).

8 A DHB's governing Board must include up to seVeeal representatives (elected triennially) and up

to four individuals appointed by the Minster of lteaDHBs are expected to undertake community
consultation and, as purchasers of primary health services, contract with PHOs to improve local
health outcomes and reduce health inequalities.

8  GP services to patients who are not enrolled ifH® (and are therefore defined as casual users) are

still covered by fee-for-service funding (see famtn 70). Primary health care providers that are not
PHOs may continue to claim the pre-PHO fee-forisenfunding (Hefford, Crampton, & Foley,
2005).

Benefits paid to Interim PHOs for the Communityngees Card users (low income earners and social
security beneficiaries) enrolled with them was leigthan for non-Community Services Card users.
However, the government has signalled that thid eall be phased out over the period from 2011 to
2013.
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Initially, Access PHOs were defined as PHOs withoed patients dwelling in lower

socio-economic are@sand, as a result, they received higher levelsinfling to meet the

primary goal of reducing health disparities so tpatients paid no, or very low, co-

payments for consultations. The understanding Wwag &s Interim PHOs received the

higher capitation per enrolled member availabl&toess PHO members, their patients

co-payments would reduce.

In addition to funding for first contact serviceghich is typically passed on directly to

the contracted providers, every PHO receives a eumiother capitated funding streams

as shown in Figure 3-7. These are: Services todugAccess (SIA), Health Promotion

and management fees. In addition, first contactiees funding is increased for Care

Plus¥ Very Low Cost Fundinjand Zero Fees for Under 8Payments are also made to

PHOs to cover delivery of immunisation servi€emd (from 2007) performance-based

incentive funding*
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As noted in Chapter 1, a deprivation index is usedmeasure relative social and economic
disadvantage. Access PHO populations have contiemsaof enrolled individuals living in NZ
Deprivation Deciles 9 and 10.

‘Care Plus’ is a scheme for high users of headtivises; PHOs are provided with a higher level of
capitation funding for patients who require ‘intees critical management’ Funding is based on
expected numbers of the PHO’s ‘Care Plus’ patient$ actual patients enrolled. For eligible PHOs,
the funding is $199.51 per expected number of pttien an Access PHO and $211.75 for Interim
PHOs (Ministry of Health, 2004c). Utilisation ofisifunding ranges between 40 percent of the ekgibl
figure to over 100%.

‘Very Low Lost Access Payments’ comprises an vithlial practice and a PHO component when
Practices maintain patient co-payments at or bélmwmaximum levels set by the Ministry of Health
(from 1 July 2008 these are $0 for under 6, $1@5@atients aged 6-17 years and $16 for those aged
18 years and older). Payments range from $12.47ipale in 25-44 age group) to $79.48 (male child
under 5).

‘Zero Fees for Under 6s’ is a payment for Pradidelonging to a PHO participating in the
Performance Management Programme who offer freelatd consultations to under 6 year olds. The
funding ranges from $1.67 p.a. (male 5 year old)36.61 p.a. (male under 5).

Specific public health immunisation services (Example Meningococcal B vaccine) are 100%
government funded, i.e. PHOs are funded to detlvese to particular population free of charge.

Performance-based incentive funding is availablgualifying PHOs are at a rate of $2.67 per dadol
patient every six months (Douglas, 2006). Althotlyé instigator, the Health Information Standards
Organisation, became operational in December 2B@3yerformance management indicators were not
developed for PHOs until 2006 (Controller and AadiGeneral, 2006).
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Figure 3-7: Health funding to PHOs from 1 July 200§Ministry of Health, n.d.)%
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Type of funding| Explanation of funding% paid in| Basis of payment of capitation fundin
type this form
To PHO
First  Contact| To fund services based an71% Ranges from $52 p.a. (male in 251
services socio-economic and age age group) to $327 p.a. (male ch
demography of enrolled under 5)
patients
Services to| To fund innovative ways 6% PHOs devise and make application
Improve Access| to improve access to high projects
need populatior’
Health To develop health 1.3% Ranges from $1.85 to $2.89 j
promotion promotion activities| enrolled patient
within community
Management To recognise 4.7% For PHOs with up to 40,000 patie
fees administrative costs of thg enrolled, $13.85 per patient up
PHO based on the number 20,000 plus .80 thereafter. Larg
of enrolled patients PHOs, $4.60 up to 75,000 and tier
amounts above this
To DHB
Pharmaceutical | Funding being phased in16.5% $10 per pharmaceutical item (redu
co-payments to reduce prescriptions patient co-payment from $15 to $5)
co-payments
Laboratory To reflect likely extra] 0.5% On application.
payments costs of laboratory
services

The Ministry of Health also provides supplementanyal funding to PHOSs in rural

districts to enhance these communities’ medicalises (a priority of theHealth

Strategy. Rural communities have diverse age and sociogoa populations that may

suffer restricted access to primary health care esnsequence of a lack of transport and

high costs; the costs may be monetary, or stem fhenpatient having to be absent from

their employment for a long period to travel furthiean urban patients to visit the health

professional (Panelli, Gallagher, & Kearns, 200®)ral funding, which includes a rural

bonus, rural workforce retention and a reasonabster payment, seeks to subsidise

primary health care provision to alleviate thesmgwnities’ costs and assist rural PHOs

92

(Ministry of Health, 2006a).
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Capitation comprises 85% of the Government's primhealth care funding in the 2006/7 year

This funding is paid to PHOs for all Maori /Paciénrolled and also for non Maori/Pacific enrofiee

whose demographics are Decile 9 and 10 (for rae@ppendix 2). The funding is for new services or
to improve access. It has been used for a varieprajects, including the Whanganui Accident and
Medical clinic, a collaborative effort to providenergency care from 8am to 9pm daily (Yeats, 2006a),
and interpreter services at a number of PHOs (fample Cameron, 2006b). DHBs approve SIA
funding before PHOs spend it, but the Ministry afdith also demands that DHBs forward a summary
of the proposal to them so that there is a conigtpplication of the conditions (Ministry of Hdalt
n.d.). This lack of autonomy potentially reduces@®H legitimacy in their communities. This was
illustrated in Nelson Bays where one GP described®HO as a generator of local frustration because
it was ‘another layer of bureaucracy’ with ‘no ipgedence’ from the DHB (Mitchell, 2006).
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attract and retain health professiorfal$n addition, the Ministry of Health recruits

overseas GPs, targets medical students and enesulagums in order to assist rural
areas secure health professionals. It also encesi@glOs to increase opportunities for
nurses in these areas (Ministry of Health, 2004c).

3.6.3. Perceived difficulties with PHO funding

DHB contracts with PHOs for primary health carevesss include some unique features.
Rather than contracts for service that focus orutm@nd outputs, PHO funding is
intended to improve outcomes and therefore exteeglond counts of service use as had
occurred previously in fee-for-service reimbursetmehGP consultations. In addition,
contracts have an ‘evergreen clause’ with termomatiprovisions rather than a
requirement that the contract be re-negotiated temdered for annually. DHBs are
required to contract with PHOs for primary healttiecrather than to deliver the service
themselves (Minister of Health, 2001). As this n&wle of contracting has developed, it
has not been without its tensions, as describembel

(i) Concerns of the Funder

Government spending on primary health care haslexated since th®rimary Health
Care Strategyvas implemented. Appropriate funding relies on kimgwthe ‘true cost’ of
primary health care and, as previously noted, ¢hisulation is complicated by socio-
economic and quality considerations. Due to fehet health professionals and PHOs
may overstate funding needs (Howell, 2005), theistip of Health instigated a review
of fees to ensure that, as Interim funding waseiased to Access funding levels, GP’s
co-payment charges were correspondingly reducedigily of Health, 2004b). GPs have
accused the government of ‘price-fixing’, and hals complained that PHOs were not
arguing fiercely enough on their behalf, with sotimeatening to change their allegiance
to another PHO more aligned to GP’s requiremenéa(y, 2006b).

% The difficulties are such that the West Coast DB taken over the Reefton Medical Practice and

employs GPs for that Practice and to service Frameef (“West Coast District Health Board”
downloaded from the internet ¥2ctober, 2006 fromwww.southerndoctor.co.nz/view_rec_ad.cfm?
emplD= 5Q “Rural board lures top doctors” downloaded frome internet 30 October, 2006 from
http://tvnz.co.nz/view/page/8624ph Hefford et al. (2005) suggest this should occur nationally.
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The Controller and Auditor-General (2002a) idegtifipotential problems in the DHB-
PHO purchaser-provider relationship resulting frarfack of understanding of primary
care at purchaser (DHB) level, combined with theB3Hhigh staff turnover. These
relational difficulties were confirmed in a recatady (Cumminget al, 2005).

(i) Concerns of the PHOs as fundees

Understanding operational issues is integral ta@pgate funding regimes. Initially the
management fees paid to PHOs were insufficientulty feimburse smaller PHOs which
had relatively high fixed operational costs. Fas tteason, in late 2005, PHOs with less
than 40,000 enrolled patients that could demorestticiencies were eligible for a ‘top-
up’ to their management fee. Reportedly, these PE@sidered the new amount was
insufficient to make a significant difference testainability (Cameron, 2006c). However,
in the absence of minimum size requirements for ®H&hd with the perception that
decentralisation encourages community input, thg wwaaddress this issue is not clear
(McCardle, Norgrove, Jordan, & Gouldstone, 2004)imited funding potentially
stimulates ongoing tension between DHBs and PH@s gbek to develop appropriate
services assigned to improve their community’s the@hbel et al, 2005; Cramptoret
al., 2005; Heffordet al, 2005).

3.6.4. Primary Health Organisations’ structures

(i) Structured to achieve objectives

Structurally PHOs reflect the early collaborations IPAs, Community-owned
organisations, loose collaborations and other eeotdrs - with the majority of PHOs
incorporated as charitable trusts, or companiek wihot-for-profit purpose and a small
number being Incorporated Societies (Peretral, 2003). Core to their not-for-profit
purpose, PHOs may not make distributions to the@mivers or health care providers and
must not be carried on for the purpose of profigain to an individual or organisation.

However, Abelet al. (2005) suggest that when profit-oriented IPAs wmntimited

% A similar issue exists with DHBs which vary inpdation base (and therefore funding). Barnett and

Clayden (2007) reported no support for forced duntary amalgamation, but that economies of scale
may be achieved through strategic alliances.
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liability PHOs, they are operating a private sectavdel?® DHBs tolerate a variety of
PHO structural models (Abel al, 2005), although one community at least (Nels@s) h
stated its preference for a community trust ratihan a ‘business-focused’ charitable
company (Nichols, 2004). These tensions will béherr explored in Chapter 8.

At a high level, the Greater Wellington Health Tr§2002) defined the three major
functions of PHOs as:
* supporting and managing PHO functions, includirgplovision of:
0 administrative functions in relation to PHO membems funding;
0 support by education of front-line providers;
o staff who could work over multiple clinics (if anwithin the PHO;
e strategic governance, including collaborating witommunity and other
stakeholders:

» providing front-line services through clinics arither services.

The administrative functions of a PHO are frequemtbntracted out to management
services organisations in respect of register amitation management (McCardi¢ al,
2004). PHOs may provide front line services by weitng or forming partnerships with
service providers (e.g. GPs and nurses). Thesdifreiproviders may be incorporated as,

inter alia, profit-oriented entities, sole providers or not-profit organisations.

In respect of governance, under thew Zealand Primary Health Care StrateBiHOs
must demonstrate that PHO decision-making can fheeimced by all providers (Minister
of Health, 2001). Thus, nurses, other non-GP pergichnd community representatives
potentially have a voice in a sector where GPs liagbtionally held powerful positions.
Matheson (2002) suggests that this should leadmapeehensive services that improve
community health. Nevertheless, within some PH®s, possibility of GP capture within
the provider-PHO relationship makes meaningful ipigtion of other representatives
difficult (Abel et al, 2005). However, GPs have also complained that Wiogce is being

% The continued presence of IPAs in PHO’s infragties surprises some commentators, especially as,

notes Fountain (2006, p.1) “[tlhe IPAs were writtrt of the Primary Health Care Strategy and told t
go away.”

" Governance of PHOs is undertaken by a Board oédbirs (limited liability company), Trustees

(charitable trust) or a Management Board (incor@at&ociety). Unless a specific PHO with Trustees
is discussed, both Boards and Trustees will bed¢dBoards” in this Chapter.
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diluted (Topham-Kindley, 2005; Yeats, 2006b). As@Hmust operate a Maori Health
Plan, most PHO Boards have M&ori representationttaosk PHOs with Pacific enrolled

populations also have a Pacific representativénerBbard’®

As noted, community participation is foundational @chieving the cost-effectiveness
sought when government contracts with not-for-profganisations. Participation is most
effective when Board members are representativéhef community, knowledgeable
about health care issues and, preferably, areeeldst those communities (Churehal,
2002; Lockett-Kay, 2005; Wilmot, 2004). Yet Lock&tay (2005) recognised that staff,
providers and Board members undertake significalantary work for their PHOs and
this may lead to under-performance if they lack thativation or time to fulfil their
obligations. There is a potential risk that goveeninmay under-fund not-for-profit
organisations that rely on volunteers and philagiirto subsidise social services
delivery (Van Til & Ross, 2001).

(i) Legal Concerns

The legal position of th@rimary Health Care Strateglgas been questioned by Wilson
and Saunders (2005) who expressed concern thdipwritegislation, the creation and
confines of PHOs can be engineered by the Minigtrifealth without a Parliamentary
Regulation Review Committee review. Despite leghliee to encourage the Ministry of
Health to employ statutory instruments in respetttloese primary health care
arrangements (Buddle Findlay, 2002), this has notioed.

Wilson and Saunders (2005) are also concerned that:

» preferential treatment to specific populations (M&md Pacific) through SIA
funding may contravene the Human Rights Act 1998weVer, to date, no PHO
has had to face litigation in this respect.

 DHB-PHO contracts may contravene PHO obligations utifteeiCommerce Act
1986 (Wilson & Saunders, 2005). Buddle Findlay @0@ecommended that
PHOs carefully assess their business practiceadore that they did not restrict

% The PHO Agreement and thdori Health StrategyHe Korowai Oranga) require PHOs to reduce
Méori Health inequities by being familiar with M&drealth needs in their area, and developing and
fulfilling a Maori Health Action Plan. These regaiments may be more challenging for non- Maori
PHOs.
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providers from contracting with other PHOs; or nest individuals from

becoming members for other than legitimate reasons.

3.6.5. Challenges faced by Primary Health Organisations

Three main challenges are faced in the PHO eraseTaee the:
(i) change from an illness to a wellness focus;
(i) managing a short-term funding regime and governmemands;
(i) balancing of stakeholders and community foci.

(i) Changing from an illness to a wellness focus

It is widely acknowledged that the extension ofrary health care in line with the Alma
Ata Declaration (WHO, 1978) is such a change invpeint that it is like ‘mixing oil and
water’ (Meads, Killoran, Ashcroft, & Cornish, 1999 change from an illness focus to a
wellness focus with increasing responsibilities @@picted in Figure 3-6) encourages
PHOs to develop and expand services to compensateréducing DHB role in primary
health care. In order to meet the requirement efNlkew ZealandPrimary Health Care
Strategy(Minister of Health, 2001) to improve community hbaPHOs must confront
social justice issues, balance competing demands catlaborate inter-sectorally, to
encourage non-health sectors to identify and tatldelth related issues (Auckland
Regional Public Health Service, 2006). The Natid#ehlth Committee (2000) suggested
that disorders not amenable to medical interventigpresented the areas of largest
difference in national mortality rates, whilst thenister of Health (2001) indicated that
direct health services contribute merely 20 perdemtards health improvement. To
tackle wellness, may extend PHOs beyond tradititveallth tasks and involve them in
advocating for appropriate government policies dacation, income, occupation and the

economy.

(i) Managing a short-term funding regime and governndemands

Abel et al. (2005) contend that a key challenge for achieimmgroved community health
Is establishing priorities for long-term populatistrategies over the immediate health

needs of individuals. In addition to the barrieatttshort-term funding of long-term
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programmes raises, disease-focused outcomes amchtltare outcomes measures need
to be augmented by data collection on public he@tich data collection can be time

consuming, difficult to analyse and may not fit theanto a funding cycle.

In addition, PHOs need to be autonomous from gowent if they are to achieve long-
term health goals. As they are funded by governmhIOs’ independence may be
reduced (Leslie, 2006). The docume@tiidelines for Contracting with Non-Government
Organisations for Services Sought by the CrdWwhe Treasury, 2003) recognises that
PHOs’ clinical and business decisions, and unideegegjic and policy directions may
differ from those held by the DHB. However, a PH@Isility to advocate for specific
communities may be limited when it is required eonply with the Crown’s strategic and

policy directions and DHBs limit a PHO’s ability neet community needs.

Pereraet al. (2003) found that PHOs that were able to use iegistcommunity
involvement networks in their first year of opeoati were better able to argue a
community position to their DHB. These PHOs werdtdreplaced to engage their

communities and to be transparent in their decisiaking.

(i) Balancing stakeholders and community foci

Craig (2003) understood that ‘Third Way' policy bmwing is behind recent New
Zealand health reforms to decentralise and moveergovent closer to people, thus
localising accountability. However Craig (2003) esbtthat New Zealand lags Britain in
funding ‘joined-up’ approaches, although the raysiri equity and access issues and talk
of partnership is becoming increasingly common alicg level (Matheson, Howden-
Chapman, & Dew, 2005).

Ensuring meaningful community participation is akegy issue for PHOs (Cummireg

al., 2005). The Health and Disability Sector NGO WogkiGroup (2005) has noted a
concern that some PHOs are not taking opporturtiiegork with other organisations in
the community or to engage in cooperative relatigpss Further, it has been reported that
many community members do not know how to inpuPHO decision-making and that
PHOs have not yet been able to find the resouccbe bpen to communities.
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The obligation to consult with, and be accountabjeheir community adds an additional
layer of responsibility for PHOs (Ashton, Cummirg,McLean, 2004). ThePrimary
Health Care Strategystates that quality primary health care will be iensally
acceptable to people in their communities [and]oimes community participation”
(Minister of Health, 2001, p.1). The literature gagts that stakeholders should be a
strong structural component of each PHO, and tbaswtation should be an important
part of a PHO’s accountability to its communitiekwever, the variety of PHO models
and the challenges identified above will affect tla¢ure of consultation and the extent of
community participation in PHOs. Integration of aegntability concepts with the PHO

environment, is developed further in Chapter 4.

3.7. Summary

This chapter has presented an overview of primaajth care policies and practice in the
USA, the Netherlands, Australia and the UK as vesl detailing the New Zealand
primary health care reforms. Free market modelk wiinimal government involvement
in the USA and the Netherlands are at one endeoptiicy continuum. The Australian
government uses a ‘contracting-out’ system to mtewsocial insurance. Although New
Zealand’s ACC system is similar (with wage-relagpeemiums and cover for all citizens),
the primary health care system in New Zealand rolmsely resembles the UK focus on
primary health care and local participation. Thessre highlighted as ‘Third Way’

policies in Chapter 2.

It appears that by requiring accountability to toenmunity, theNew Zealand Primary
Health Care StrategyMinister of Health, 2001) seeks to build on andréase social
capital. In addition, by choosing to contract oniith not-for-profit PHOs, the
government is likely to purchase cost-effectivealiqy primary health care from

convergent expectations.

In the next chapter relevant accountability litaeratwill be reviewed to build a model for
this research. In addition, linkages will be madeatcountability requirements imposed
on PHOs by their stakeholders.
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4. ACCOUNTABILITY

4.1. Introduction

In a functioning society, if activities are to aethe more than individuals can achieve
alone, collaboration is required. Cooperative digtinecessitates acknowledgement
of joint goals, often delegating resources, consagjperformance, tailored reporting
and feedback (Levaggi, 1995). Accountability preess reflect interdependence

within social relationships (Roberts, 1991).

Primary Health Organisations (PHOs) are required b ‘fully and openly
accountable’ for all public funds they receive dadthe quality and effectiveness of
the services they provide (Minister of Health, 200However, according to research
conducted in the United Kingdom (UK) “there is @ardeal of confusion about what
the concept of accountability means” (Day & Klei®87, p.1); Penney (2002) who
attempted to build a framework for accountability the Canadian health system,
concurred with Day and Klein’s conclusion. Althougirkett (1988) argued that
concepts of accountability are widely applicableirterdependent situations, more
recent literature suggests accountability framewaake historically and culturally
distinct, rather than universal (Bovens, 2005a; daod, 2004). This distinctiveness
derives from different paradigmatic framings and, @&ccountability is socially
constructed (Dubnick, 2002; Sinclair, 1995), iniscessary to be specific about the

meaning of ‘accountability’ in any given context.

This chapter defines accountability within the @mtof not-for-profit PHOs and
posits a framework comprising the three componsstemmended by Dubnick and
Justice (2004), namely:
» the social relationship (to whom accountabilityowed and the role that
accountability plays in that relationship);
» for what delegations accountability is demanded; an

» the processes and mechanisms by which accounyabitiischarged.
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4.2. Definition

The Oxford English Dictionary defines the term agu@ability as: “a liability to give
account of, and answer for, discharge of duties conduct; responsibility,
amenableness.” This definition suggests an unaeylyelationship where one party
(the acceptor) has accepted delegated responsiiodin another (the delegator) and
is answerable to that party for actions (or inawtjorelated to the discharge of the
responsibility accepted (Lawry, 1995; Mulgan, 199/)e relationship between these
parties is fundamental to accountability (Fry, 199%fice of the Auditor-General of
Canada, 2002). Responsibilities delegated and teatdmmve explicit and/or implicit
terms and conditions attached and, in appropriases; are accompanied by the
provision of resources to facilitate the dischawféhe responsibility. In respect of the
absence of demands or discharge of accountalAigendix 4 suggests a number of

risks that are developed through this chapter.

While acceptance of a responsibility connotes actlmoth Normanton (1971) and
Bovens (2005b) suggest that accountability is thest-mortem of action.

Accountability complements responsibility, as théscHarge of accountability
involves an account of the manner in which the oasjbility has been discharged
(Day & Klein, 1987; Jonsson, 1996; Roberts & Scapet®85). It should also be
noted that there is a distinction between accouiitiaand answerability. When the
delegator has the authority to demand an accoudtimpose sanctions, or give
rewards to the acceptor, accountability subsumewemability (Birkett, 1988; Harris

& Spanier, 1976; Mulgan, 2003; Normanton, 1971w&re, 1984).

Primary health care purchasers, providers and isst® enter multiple,

interdependent social relationships that include thcceptance of delegated
responsibilities and require acceptors to accasithe post-mortem of action, on the
quality and effectiveness of the discharge of tesponsibilities accepted. In the
context of primary health care, external evidentéhe acceptance of responsibility
includes,inter alia: a contractual relationship between a not-for4profganisation

such as a PHO and its District Health Board (DHBYer which the PHO accepts
responsibility for providing defined primary healtare services to PHO members
(including patients), a contractual relationshigween a health provider and the
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relevant PHO, an individual confirming their nontina for a position on a governing
board, or accepting employment from such a boam BHO. Figure 4-1 shows some

of the parties with whom a PHO may enter accoulitabelationships.

Figure 4-1: PHOs' relationships of accountability under the Primary Health Care Strategy
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4.3. Accountability and the social relationship

4.3.1. The acceptor and delegators

This research is focused primarily on the dischavfj@ccountability by PHOs —
complex organisations with multiple accountabilitglationships (as reflected in
Figure 4-1). PHOs accept delegated responsibiliynf funders, and contract to
secure services from (or enter into Memoranda afddstanding with) profit-oriented
providers as well as not-for-profit organisatiotisis enabling them to deliver the

health services agreed with their funders. Bov@@®%b) described the question of
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who should be held responsible for the conduct whmex organisations as the
‘problem of many hands’ and argued for separat@wtability models based on
whether individuals or corporate entities enter oactability relationships. By
specifically requiring PHOger seto be ‘fully and open accountable’, tReimary
Health Care StrategyMinister of Health, 2001) seems effectively toceyt the
notion of organisational accountability and rejicise of:

* individual accountability (as in the Biblical Patalof the Talents) where an
individual is answerable for action (or inactio & single delegator for
specific tasks, with singular consequences;

» individual-collective accountability — a joint arskveral notion where each
member of a group has an equal chance of influgnitia group’s behaviour,
the performance of, and reporting on, the respditsgb accepted by the
collective. PHO’s legal structures, which usuakkd the form of a limited
liability company, incorporated society, or chasla trust (as described in
Chapter 3) typically reduce the monetary liabildfy an individual to their
initial contribution to the collective body.While members of a PHO'’s
governing Board may be held accountable for the BH@n-financial
performance, the notion of individual-collectivecaantability does not seem
to be applicable to this study;

* individual-hierarchical accountability, whereby @sponsible individual (for
example, a CEO) is accountable to the delegatoo(s) behalf of an
organisation. Although management has a role ty jta organisational
accountability, Sinclair's (1995) interviews withs 1Chief Executives of
Australian public sector organisations showed thiatir accountability
discourses focused on matters that were internah torganisation, rather than

accounting to a broad range of external delegators.

Although organisational accountability provides thest appropriate framework for
this research in that it is the PH@2r sewhich accepts responsibility to deliver
primary health care services to members and lamantunities, it is acknowledged
that an individual (the CEO or Chairman), or a grdthe Board) may also be called

% For example, a PHO could be established withstirg of $10 and Trustees’ liabilities limited to

that amount.
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to account by those who delegate responsibiliGes PHO.

Figure 4-1 depicted a number of groups to whom PHf@saccountable when they
accept responsibilities. For the purposes of teisearch these groups are termed
stakeholders and normatively, Freeman (1994, pdéGihes a stakeholder as “any
group or individual who can affect or is affecteg the achievement of the
organisation’s objectives.” As PHOs are not-forfirorganisations, the lack of a
single focus on profit and the absence of sharehslds primary stakeholders means
that they face competing demands from multiple gsotmore acutely and more
regularly than do private firms” (Ebrahim, 2003b84). Conflicting expectations of
multiple stakeholders (termed by Bovens, 2005b, ey eyes' of accountability)
may disable PHOs from discharging accountabilityeb@h group of stakeholders
effectively (Edwards & Hulme, 1996). Such a findings a result in Koppell's (2005)
study of a not-for-profit organisation that was dteBy a ‘multiple accountabilities
disorder’, due to disparate stakeholders. Lawr@$)®xpands on how these conflicts
may occur:

It may be the case for too many nonprofits thatdkpectations of different
constituent groups are conflicting or even contcaolly. One group may place
a high value on efficiency. Another one on the eoajion of one nonprofit
with another. (p.178)

Not only may stakeholders expectations be contragicbut the incentives offered
and/or potential sanctions accompanying the cdifjeexpectations may cancel each
other out, hindering the effective discharge ofcaetability (Heath & Norman,
2004): This may occur in primary health care when thed&rs expectations that
primary health care managers will contain costwuireqthe manager to trade off
demands from the community for emergency equipnisath as a defibrillator),
against demands from health care professionalsafggrogramme to encourage
patients to stop smoking, and scarce resourcest i&sunlikely they will meet all
expectations, the manager could choose to cut ceiks answers that are sub-
standard (a cheap defibrillator or a smoking céssgtrogramme for diabetic patients

only). Such a result was found in the study ofhiridredit Unions by Hyndmaet al.

190 1n their review of the public sector, Heath anoridan (2004) differentiated between ‘multi-task’
problems and ‘multi principal’ problems. Bovens'0@5b) problem of ‘many eyes’ is a ‘multi
principal’ problem, whereas the requirement to beoantable for ‘multi tasks’ is considered in
Section 4-5.
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(2004); the organisations’ managers were unabl@rioritise and reconcile their
multiple accountabilities and, as a consequena®y thvere often unable to devote
significant consideration to the wider issue of@otability” (p. 276). In order to
overcome the difficulty of trying to satisfy simatteously disparate accountability
demands, a not-for-profit organisation may:

» prioritise funding relationships so that the dominar ‘upward’ stakeholders
(such as DHB funders) more readily obtain an actc&om the not-for-profit
organisation than ‘downward’ or ‘inward’ stakehaisl¢for example, PHOs’
patients and service providers) (Kearns, 1994; kawt995; Leat, 1990;
Najam, 1996);

» focus on fee-paying services [such as General iRoaer (GP) consultations]
at the expense of a core mission that may haveoeepdunding stream (for
example long term community development work) (Edisa& Hulme, 1996;
Najam, 1996); or

* as in Chang’s (2006, p.77) study of UK health ssmvimanagers who faced
multiple stakeholders, prioritise by acting “in dinwith the constituent’s
interest that was the most compatible to their d¥Anom an organisational

viewpoint, this may equate to resisting changdsdns or mission.

Lawry (1995) and Barrett (2001) contend that a taxoy of stakeholders is
instrumentally valuable to an organisation. If agamisation’s stakeholders are not
defined, this may lead to difficulties in develogieffective responses to stakeholder
accountability demands (Preble, 2005). O’'Conne{P905) study of government
reform in a health-related transport programmehi@ Wnited States indicated that
accountability is more effectively discharged wheslational stakeholders are
identified at a local level and the organisatiomsely interacts with stakeholders. The
study found that when stakeholders’ demands wdembed by negotiation, improved

programme outcomes ensued.

It seems to follow that the solution to the ‘maryg® of accountability problem lies,
at least in part, in identifying and prioritisinget organisation’s stakeholders. In
Cribb’s (2005b) New Zealand study of four not-fepfit organisations, staff and
Board members were asked to whom they believed thene accountable. The

stakeholders prioritised by these interviewees were
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» clients (‘downwards’);
» secondly, internal stakeholders such as organisdtimembers (‘inwards’);
and

» thirdly, government as the primary funder (‘upwards

Volunteers and peer organisations (potentially izmntal’ or ‘downwards’

stakeholders) were not afforded priority.

This study seems at odds with other literature whHanders are accorded primacy.
However, Cribb’s (2005b, p.109) study was basedhanagers’ preferences, and she
noted that “actual mechanisms to implement the gveed accountability to clients
generally did not exist.” Assuming constrained tgses were to blame, she called for
funders to modify their demands so that organisaticcould accommodate

‘downwards’ and ‘inwards’ stakeholders in theiratiarge of accountability.

In the PHO case, some stakeholders depicted inrd-ipd are readily incorporated
into defined categories - funders are ‘upwardskedt@lders, ‘inwards’ stakeholders
are providers, and the PHO’s patients and commuamgydownwards’ stakeholders.
However, classification of two groups (NGOs andeothRHOS) is less clear. PHOs are
required to collaborate inter-sectorally with NG@sich as primary mental health
providers) and other PHOs in their community tou inequalities and promote
healthy communities. Collaboration would suggest‘harizontal’ relationship.
However, the concern (raised by the Health and ilisa Sector NGO Working
Group, 2005 and noted in Chapter 3) that collalmmais not occurring in all areas,
suggests that NGOs and other PHOs may have littepto demand accountability
and may not be perceived by PHOs as stakeholdensayp be accorded ‘downwards’

status.

Figure 4-2 therefore depicts the re-classificatbistakeholders and the dotted arrow

reflects this uncertainty.
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Figure 4-2: Categorised stakeholder relationshipsfd®HOs
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4.3.2. To whom is accountability owed in the accountatylrelationship?

(i) ‘Upward’ Accountability

Dubnick and Justice (2004, p.9) note “hierarchazdtures will generate one form of
accountability, while egalitarian will generate #mer.” Contractual relationships are
typically hierarchical, comprising superiors witkrang control over subordinates
(Birkett, 1988; Bovens, 2005b; Laughlin, 1990; Ratbel1991; Stewart, 1984) and
PHOs’ contractual accountability relationships witinders are likely to be ‘upward’
(as shown in Figure 4-2%. Chen (1975) supports the idea that hierarchicsiesys
(‘'upward’ accountabilities) are part of the classistewardship concept while other

commentators (Broadbertt al, 1996; Cribb, 2005a) link hierarchical contractual

101 Contextually, market-based policies rely on remijty rather than accountability (Ouchi, 1980)

and therefore lie outside the scope of the PHO wdability regime, although patient choice via
the market remains an important ‘exit’ mechanisnth@ New Zealand ‘contracting-out’ primary
health care system.

98



relationships to Agency theory and term controllistgkeholders ‘principals’ and
acceptors as ‘agents’. The nature of hierarchicaltracts should result in clearly
defined responsibilities and, when performance g@eaé agreed as elements of the
contractual arrangements, little conflict shouldswen (Fukuyama, 1995; Panozzo,
1996).

Mitchell, Agle and Wood (1997) contended that ‘upsvgpowerful stakeholders are
likely to be dominant in organisational relationshi especially when they are
significant funders or can otherwise coerce orgdmas into complying with their
demands, including those for accountability (Laughl990; Oliver, 1990). Flack and
Ryan’s (2005) research provides evidence to supjpertnotion that not-for-profit
organisations contracting with government are Yiked discharge accountability
‘upward’ to government at the expense of ‘downwaodbeneficiaries and supporters.
These Australian researchers recommended thatder to equalise the focus of the
acceptor's accountability discharge, the governnpartner (rather than contract)
with not-for-profit organisations and combine paring with long term funding to
build capacity. These sentiments are replicatedNémv Zealand where Tenbensel,
Mays and Cumming (2007) recommended that DHBs ¢gasrgment agents) should
partner with PHOs and play the role of a ‘relatlipsbroker’ rather than a ‘director’,

so that PHOs can develop ‘inward’ and ‘downwardatienships.

Partnering may be one answer to the dominance piauds’ accountability, but
Barrett (2001) contends that regulation is needed réquire not-for-profit
organisations to account more evenly to all of tletakeholders. His case study
research into a small New Zealand social serviogiger which received government
funding found that accountability processes werenatielmingly focused ‘upwards’
towards funding agencies. He urged that regulaoct as the Charities Commission
impose tighter regulatory control to force publiclynded organisations to be
accountable to all of their stakeholders. Haye®96§)l%lso recommended increased
regulation to extend the discharge of accountgbibt all stakeholders by the Irish

charities she researched.

Conversely, Milofsky and Blades (1991) note thafutation provides a limited

solution and requires high levels of resourcingbw effective. In addition, it is
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jurisdiction specific, and relates to systemic msgpbilities and expectations (as noted
in Chapters 2 and 3 where regulatory mechanismdoseb in primary health care
were presented). In New Zealand, PHOs are sulpectitnerous Acts of Parliament
(for example the Health and Disabilities Act 200@)addition to their contractual
obligations to the Ministry of Health. Patients @imay suffer as a consequence) can
obtain re-dress for poor clinical delivery from thdealth and Disabilities
Commissioner who acts as a quasi-regulator. Intiaddipatients may also be able to
seek accountability from health providers throughbblying those providers’

professional associations.

(i) ‘Inward’ and ‘horizontal’ accountability relatiortsps

‘Inward’ and ‘horizontal’ relationships generate toal expectations and Davis,
Schoorman and Donaldson (2004) note that acceptdhese relationships are more
likely to place a higher utility on attaining cattere goals rather than individual
goals. Birkett (1988) used the term communal actaility to describe these

accountability relationships where the acceptoresponsive to a stakeholder’s (or
community’s) expectations, while Munro and Hath€d993) termed it ‘lateral’ (this

is the term which will be used in this stud$f)Lateral accountability is based on
stewardship theory: the understanding that thepdocés a steward for the common
good (Donaldson & Davis, 1991).

Cribb (2005a) proposes that sanctions are not rattetp lateral accountability,
however Fry (1995) suggests that, even withoutxgtiat contract, a desire for group
acceptance (including reputation) will lead theegtor to comply with group norms
and thus, implicit sanctions and rewards. Potdgtialateral accountability
relationships will invoke lower transaction costsgar contractual accountability.
However, lateral arrangements bear an increaskafielational breakdown as inter-

dependence establishes conditional group membedg#ppndent on the acceptor’s

192 | aughlin (1990) also employed the term communabantability. It is described as accountability

in a “moral community within which relevant relatighips exist” (Dubnick, 2002, p.10). Roberts
(1991) defined a similar concept as “socialisingoamtability” in the workplace (and in Roberts,

2005, in Boards). These relationships assume velgtsymmetrical power between the parties
with accountability being discharged through infaimlocalised interaction that confirms

relational interdependence, within a paradigm t@itinues to acknowledge a principal-agent,
delegator-acceptor relationship.
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actions (Roberts, 1991) and the relationship ssiffeather than a contract) in the
event those actions do not meet expectations. fidrerelelegators and acceptors who
do not enjoy robust relationships and shared valoes/ prefer hierarchical,
contractual accountability models (Roberts, 19%1)practice, both contractual and
lateral accountabilities interweave, rather thartingc as strictly demarcated
accountability contexts (Roberts, McNulty, & Stil@905).

As indicated in Figure 4-2, PHOs enter relationshipth a number of ‘horizontal’
stakeholders in order to facilitate the deliverysefvices to their communities. These
stakeholders (‘inwards’) include PHO staff and noadistaff with whom PHOs’
contract. In addition, PHOs may enter MemorandaUaflerstanding with Lead
Maternity Carers and Community Pharmacists (‘hariab relationships) to secure
services that are not provided by the Medical Rrastwith whom they contract and
which may not be otherwise readily available toigrds. In the case of Lead
Maternity Carers and Community Pharmacists, fundiog services provided to
PHOs’ patients flows from the Ministry of Health thre relative DHB respectively.
PHOs may also contract with providers for HealtbrRotion or Services to Improve

Access (SIA) programmes.

While there is no extant literature reporting on QPHelationships with Lead
Maternity Carers and Pharmacists, practitionerditege reports that medical staff
(GPs and Practice Nurses) demand ‘inwards’ accouityarom PHOs. In particular,
a number of Practice Nurses expect PHOs to debdercational support to raise
service quality and to lobby for government fundinigat would encourage
collaboration between medical staff (Minto, 2004C@nnor, 2003). Some GPs have
also voiced concern that PHOs have not negotiatiitient government support and
that GP funding contracts are less than satisfagfbopham-Kindley, 2005; Yeats,
2006b)!% Further, in late 2004 a survey found that oveniadtof GPs perceived that
PHOs were not focusing on community health improsetras they expected (Hill,
2005). It seems the ‘inwards’ accountability redaships of PHOs to their contracted

medical staff may be fragile.

193 One contractual negotiation was in respect oepato-payment fee reviews. GPs contracted to
PHOs may not increase fees beyond a certain leveks they have a ruling resulting from an
audit of their Practice’s financial statements. Maomplained that their financial statements
should remain private.
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As noted above, the relational position betweerH® Rand other PHOs and NGOs
that may be contracted by a DHB to provide spegfimary health care services
(such as primary mental health) in the same comiypas the PHO, is ambiguous.
NGOs that were already primary health care prosidesfore thePrimary Health
Care Strategywas launched have expressed concern that PHOsnotagischarge
their responsibilities to improve community healttutcomes. The Health and
Disability Sector NGO Working Group (2005, p.11ufd that PHOs “have little
insight into the importance of holistic care and thnge of NGO community services
crucial for recovery and maintaining wellness, ooviding specialised services in
specific areas of expertise.” These NGOs may peecBHOs to be competitors for
government contracts, rather than as potentialalbothtors when PHOs use SIA
funding to launch new services (for example trarmta services to a refugee
community) that drive the NGO out of business. €ffect of this may be to reduce
community services if SIA funding does not covee tivhole gambit of services
previously delivered (for example if the NGO praywsty delivered translation and
resettlement services) or if PHO priorities chamggcountability to NGOs (and other
PHOs) may therefore arise from ‘horizontal’ colledtove relationships, or
alternatively, comprise a ‘downward’ relationshiphiese organisations are subsumed

into ‘community’.

(i) ‘Downward’ accountability

An important aspect of the accountability relatlups‘downward’ (to patients and
community as depicted in Figure 4-2), is that th&tsé&eholders have not specifically
delegated duties to the PHO; rather, the delegdtitumg with funding from general
taxpayers funds) is managed by the Ministry of He#irough the relevant DHB. A
derived contract exists whereby patients and tasagan expect PHOs to discharge
their responsibility under thdérimary Health Care Strategyo improve their
communities’ health outcomes and thus taxpayerscantmunities retain a moral as
well as legal right. However, unlike ‘upward’ andhotizontal’ stakeholders,
‘downward’ stakeholders often lack power to demahdt acceptors discharge
accountability for the responsibilities delegated and accepted by PHOs, so that
PHOs may take a dominant position and their ‘dowvstakeholders are unable or
unwilling to hold PHOs to account or sanction them.
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Government policy suggests that ‘Third Way' comntaman emphases in twenty-
first century primary health care (as describe@€iapter 2) present an alternative to
the ‘contracting-out’ paradigm of contractual aratetal accountability and may
equalise the focus of accountability discharge towa communities. The
communitarian viewpoint of accountability is repeted as ‘bottom-up’ (Awio,
Lawrence, & Northcott, 2007). For example, in a hdmn HIV/AIDS project
researched by Awiaeet al. (2007), HIV/AIDS programmes are developed by a
community, delivered by that community, and the oamity groups that deliver the
services are accountable to the community throwggiwarks of local stakeholders.
Although in New Zealand therimary Health Care Strateggtevolves responsibilities
to locally-based PHOs, funding and direction remmaentrally driven, indicating that
a communitarian culture is unlikely to emerge. kaleCraig (2003) seems to believe

that the warm language of ‘Third Way’ policies ieW Zealand is merely rhetoric.

Furthermore, Arunachalan (2006), in his New Zealandly of the communitarian
environmental management of Lake Taupo, found ghisdigm to be characterised
by weak sanctions. A lack of hierarchical contibérlein & Kerwer, 2004) led to a
decision-making deadlock between parties with @jeat interests (for example, local
iwi,*** the Territorial Local Authority and recreation&termen) and eventually the
Territorial Local Authority took control. Research the UK health sector found
similar problems when powerful relational acceptfttee GPs) over-rode enrolled
primary health care patients’ right to account&pililhese patients had failed to form
a close-knit community to practice communitariaccamtability and therefore the
experiment to network and build relationships fi(€ottonet al, 2000; Hill et al,
2001). Further, patients were unable to define mmeisims by which effective
accountability could be discharged by the MediaaicRce involved in the research.
These examples of failures in communitarian idéalpractice suggest that PHOSs,
subject to specifically defined funding contracése unlikely to be measured by
communitarian ideals under thBrimary Health Care Strategylnstead, PHO
relationships ‘upwards’, ‘inwards’ and ‘downwardate likely to range along a

continuum of stakeholder demands ranging from eatial to lateral accountability.

104 This is Maori for tribe.
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This posits a dilemma for PHOs; tReimary Health Care Strategyeems to suggest
that PHOs may not select a single group of stakkhmsl to whom they are
accountable, despite not-for-profit organisationténdencies to discharge
accountability to ‘upwards’ stakeholders rathernthawards’ and ‘downwards’
stakeholders. A similar situation occurred in Inelawhen government reforms
required the charity organisations it funds to enpass a wider set of stakeholders (to
go beyond funders and include beneficiaries equallyh holistic accountability.
However, O'Dwyer and Unerman (2006) reported thieg NGO managers they
interviewed were at a loss as to how to implementistic accountability and how
best to encompass a wide set of stakeholders. ¥yt meathat PHOs face similar

difficulties.

Nevertheless, O’Connell (2005), Kearns (1994) argpicaet al. (2002) note that
responsiveness to stakeholders is a key to efieaiicountability and Koppel (2005)
describes responsiveness as a specific componeratefal accountability. A
responsive organisation will communicate with ‘devend’, ‘inward’ and ‘upward’
stakeholders in a ‘negotiated accountability’. Agendent to the study of successful
not-for-profit organisations by Ospir al. (2002) provides the key to responsiveness
and negotiation:

How do you know to keep your ear to the ground lao do you interpret
these things? Sometimes the strategy is to helpl@éo change their views of
some issues, while at the same time to be opdmatmyang yours (p. 20).

These negotiations will include the role that actability plays in the varied

relationships complex organisations (such as PH@g¢ with multiple stakeholders.

4.4, What role does accountability play in delegatinglationships?

Fry (1995) suggests that accountability is imposétin relational frameworks that
include trust, the negotiation of co-operative @ttiand the framing of common
expectations. However, the role of accountability not-for-profit organisational
relationships is seldom researched (O'Dwyer & Uragrn2006).

Four main roles for accountability within delegatirelationships have been identified

as pertinent to this research, namely, to effect:
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(i) stakeholders’ control of the acceptor’s actions;
(i) trust-enhancing behaviour of the acceptor towatalseeolders;
(i) increased organisational construction/identity; and

(iv) organisational learning.

Each of these factors is discussed below.

4.4.1. Control of power

The act of delegation recognises that the delegatr stakeholder) considers the
acceptor is capable of independent or autonomatisnaand therefore the delegator
(stakeholder) will seek to impose accountability asform of control over the
acceptor, to ensure that the accepted respongilsliischarged in accordance with
the attendant terms and conditions (Birkett, 1988rter, 1990). As noted by Leat
(1990):

...accountability becomes an issue when power amuliress are delegated.
Power imbues any relationship where delegated aiithes exercised. As a
social relationship, this delegation implies relegi independence, trust and
inequality between those who delegate and those avbodelegated to (p.
140).

As the stakeholder delegates power to the accehi@rpossibility that the acceptor
may abuse that power to pursue their own ends$héaexpense of the delegator’s) is
raised (Armstrong, 1991). Ulrich and Barney (19p4)posed that all organisations
(including not-for-profit entities) attempt to adopi greater control over scarce
resources so that they can minimise their intemdépece and maximise their
autonomy. Even though PHOs must be not-for-profgaaisations, Craig (2003,
p.336) suggests that the legacy of the market-baséidies of the 1990s has left
“bruised and worn down health professionals” ams$durce) “hungry” providers. As
a consequence, PHOs may choose to deliver semdgdo ‘lucrative’ communities
or patients, in order to meet performance tardgdtsvever such an action potentially
reduces equity and the likelihood of achieving Branary Health Care Strategy’s

aim of improved population health (Minister of Hbal2001)!* In light of similar

105 The Ministry of Health has suggested that a réédndn enrolments in an Otago PHO may be
caused by the PHO dis-enrolling “expensive” pasemnho visit their GP too often. If so, these
patients may have been defined as casual patiedtdha PHO claimed funding for them under the
pre-Primary Health Care Strategy General MedicaliSes scheme (Topham-Kindley, 2006). The
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examples, Day and Klein (1987 p. 21) warned: “toum@ccountable is to be all
powerful.” Accordingly, as stakeholders delegaterenmower to acceptors, they may
seek control through accountability demands (Boy@@05b) and acceptors may
struggle for independence. Thus Fry (1995) sugdbatsghe obligation to explain and
justify actions fulfils a monitoring function to pedite control but, if reduced, can be

an enabling process.

Mulgan (2000) also perceived accountability to be important mechanism of
controlling power, but argued that accountabilgynot a control in itself. Contractual
remedies in hierarchical arrangements control @eor, but high transaction costs
and resource restrictions may limit the use of éhemsmedies in the event of non-
compliance (Ashtoret al, 2004). The requirement to account may generalesae
to perform well, but the reporting itself does roantrol the acceptor unless it is
accompanied by sanctions and likely repeat delegsit{Birkett, 1988; Dubnick &
Justice, 2006).

Control mechanisms create ‘fields of visibility'nsiar to Foucault’s panopticon
(Strathern, 2000). As the acceptor responds to ttreat of monitoring, the
stakeholder wields a psychological control in addito that imposed by demands for
accountability combined with the threat of sandigRoberts, 1991, 1996, 2005). The
psychological dimension brought about by the ‘fiefdvisibility’ (Fry, 1995 termed
this 'felt' accountability) may occur in hierarchliicas well as lateral relationships

shaping behaviour through controlling power (Cascka Piskorski, 2005).

4.4.2. Trust and accountability

The manner in which accountability is used to ché#o& abuse of power in a
delegating/accepting relationship may suggest k ¢tddrust by the delegator or the
acceptor, yet trust has a key role in any cooperadictivity (Daviset al, 2004;
Fukuyama, 1995). Strathern (2000, p.310) note$s tfee term accountability implies,
people want to know how to trust one another, tkantheir trust visible, while
(knowing that) the very desire to do so pointshe absence of trust.” In the Reith

Lectures, Onora O’Neill (2002) noted concern thaterhaps the culture of

Otago PHO has vigorously denied these claims.
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accountability we are relentlessly building for seives actually damages trust rather
than supporting it.” For example, ‘upwards’ accalnility stakeholders in primary
health care (DHBs) deal with the information asyrtrynén their relationship with
PHOs through regulation, monitoring arrangements mfiormation requests that

reflect distrust.

Stakeholder supervision may reduce when informagwovided as a result of
accountability reporting reduces information asyrtipne(Ezzamel, Hyndman,

Johnsen, Lapsley, & Pallot, 2004). Accountabiligparting — part of the process of
accountability — may therefore generate increasest through reduced uncertainty,
although trust is multi-faceted and not developeaugh performance information

alone (Fukuyama, 1995).

Consequently, in high trust situations shared \sateduce demands for accountability
as a form of control and reduce transaction cddtsadbentet al, 1996; McKinlay,
1999). Trust is also likely to precede contractambngements, as shown by Klein
Woolthius et al. (2005) in their empirical research into four redaships between
organisations supplying goods and services undetracis and Memoranda of
Understanding. They found that contracts and tresbstitute for, and are
complementary to, each other. Contracts are ugefelstablish goals, as a sign of
commitment, and as a safeguard when unforeseealnitngencies occur (Klein
Woolthiuset al, 2005).

Romzek and Johnston (2005) suggest that, when imnaohepetition is absent and the
cost of information is high (as occurs in primagahh care), trust becomes the basis
for relational contracting, thus reducing conflicicreasing interaction, and
strengthening interdependence. However, Pallot@L98 early conceptual work on
New Zealand’s public sector reforms, noted thatatiebutes of control and trust are
not mutually exclusive, nor should they be conwdsas either ‘good’ or ‘bad’, as
each is necessary for a functioning delegation.dgga990), in his commentary on
relationships in not-for-profit organisations, atsepicted control and trust as counter-

balancing each other, rather than being mutuaitjuskve.

Yet, in attempting to suggest situations wherettamsl control could complement or
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supplement each other, Robegtsal. (2005) were unsuccessful. Their study of Board
control and trust of CEOs concurred with Romzek dontinston’s conclusion that
trust is necessary, but proposed that it is betéito assume distrust or truest ante

in an accountability relationship, but to employc@aantability processes so that
acceptors can display (and increase) stakeholttest. When this occurs, monitoring
should reflect the inherent trust in the delegatelgtionship. However, less powerful
stakeholders may not be able to demand increagexditireg even when they distrust
the acceptor (Goddard, 2004).

Cumming (2007) suggests that decentralisation (sashhas occurred in New
Zealand’s health system since 2000) may promotst thecause decentralised
agencies (such as the DHBs and their contractedslldf@ closer to communities,
promote equity of access and are more responsilecéb needs. However, although
she found a gradual maturing of systems and inicrgdsvels of trust, Cumming

(2007) noted that the Ministry of Health’s lacktaist in DHBs has led to “excessive
monitoring [that] damages trust” (p.188). Furthiar,a report to Counties Manukau
DHB, Smith and Ovenden (2007) found that PHOs is tgion had called upon their
DHB to “rebuild trust and work in collaboration” .(10). As a counterbalance to
control, there are opportunities for PHOs to disghaccountability in such a way as

to increase trust with all of their ‘upwards’, ‘imnds’ and ‘downwards’ stakeholders.

4.4.3. Organisational construction and identity

The interplay of control (emanating from intrinsaad extrinsic power) with trust

suggests possibilities for accountability to cdnite to the manner in which

individuals, institutions and societies constringrhselves and behave ‘appropriately’
(Bovens, 2005a; Fry, 1995). An acceptor will takeoiaccount extrinsically or

intrinsically stated expectations in performingitteeccepted responsibilities. Further,
accounting reports (for exampda antebudgets anéx postreports), internal controls

and monitoring also create fields of visibility thdirect the acceptor’'s behaviour
(Munro, 2001; Roberts, 2005).

These fields of visibility that direct action majs@ conceal inaction, so that the

acceptor may be able to perform outside the tenmnas a@nditions attaching to the
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responsibility accepted without sanction (Strath@000). For example, when the UK
government required NHS Trusts to reduce their iasyaiting lists, Chang (2006)
reported that one NHS Trust did so by undertakiegsy’ operations for ‘tiny’
problems, forcing people requiring joint replacemseto wait longer. Consequently,
the numbers of people on waiting lists became tekl fof visibility, rather than
ailments or socio-economic determinants, with tbgult that health priorities were
not met. The implied conditions of funding were oged and the demand for high-
level data allowed inaction on, for example, joreplacements, to be concealed.
Fewer patients remained on waiting lists and theSNHust was constructed as an
‘accountable’ organisation, even though patient where left would be more

difficult to service.

While Roberts’ (1991; 1996) studies focus on indiMl's identities and
accountability, this research takes an organisationiewpoint, using the
anthropomorphic concepts of identity (and in thextnsection, learning) and
accountability. Hatch and Schulz (2002) draw simbbetween an individual’'s and an
organisation’s identity. Thus, organisational idigninay be constructed from ‘core’
values and beliefs held by its members (includitaffls (Empson, 2004; Gioia,
Schultz, & Corley, 2000), but Hatch and Schulz @0Guggest that external
stakeholders’ images dynamically interact with dihganisation’s identity and culture,
mirroring and reflecting ‘who’ the organisation &g depicted in Figure 4-3.

Figure 4-3: Components of organisational identity®®

Identity expresses cultural Identity mirrors the images of others
understandings

Internal face External

of face of
organisation organisation

Reflecting embeds identity Expressed identity leaves
in culture impressions on others

At the right of Figure 4-3 is the term ‘image’. Aimber of theorists suggest that
organisational image represents the way that iateanmembers believe outsiders view

the organisation (Dutton & Dukerich, 1991), althbudy may also include images

196 Adapted from Hatch and Schulz (2002).
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projected in logos and slogans (Gioia & Thomas,6)98 can therefore be deduced
that organisational identity reflected externaltitfrgugh, for example, community
meetings, annual reports, media and stakeholdeib&ek) will create fields of

visibility directing the organisation’s behavio(t.

Figure 4-3 depicts identity as being dynamicallfeetied by mirroring images and
reflections and expressions of culture. While itmstable, an organisation’s identity
is underpinned by an organisation’s mission stater(dinkoff & Powell, 2006). The
mission is a charter directing organisational peniance of accepted, more detailed
responsibilities, and affords a benchmark againsichvinsiders and outsiders can
measure performance. As stakeholders could holda@eptor accountable for
performance in the context of its mission, sanaioan be applied to effect changes
to organisation’s image and/or identity, while resl& may confirm image and/or

identity.

PHOs are expected to “create an environment intwdlicparties have a shared vision
and responsibility for health outcomes and value fmney” (Ministry of Health,
2006b, p.8). Thus, ‘inwards’ and ‘downwards’ accdaliity relationships will

interrelate with the PHO’s mission and reflectdsntity.

4.4.4. Organisational learning and accountability

The Ministry of Health (2006b, p.8) also expectsd3Ho be accountable for creating:
“a shared learning environment which enables Ifleaibility and innovation.” This
posits a fourth role for accountability in PHOslateonships. Generating population
health changes as envisaged by Pinenary Health Care Strategis likely to be a
complex, non-linear, process with unexpected ouenTherefore, the role of
learning recognises the need for innovative actmnBHOSs in order for them to meet
the aims of the Alma Ata Declaration (WHO, 1978hisTwill include community
development programmes that may include multi-sattmllaboration (for example,
funding retro-fitting homes with insulation in a &ty Homes project). Running

pilots for innovative practices and programmesddrass population health needs is

107 Goffman’s (1959) dramaturgy provided an earlylgsia of this interplay on individual and team
identities.
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not without risk, and all projects may not achigheir full potential. However,
responding to multiple stakeholders’ demands shouwddivate learning, encourage
improved performance and cooperative activity (Besye005b; Fry, 1995; Robeds
al., 2005). The Office of the Auditor-General of Caaa(®2002, p.2) warns that
demands for “accountability must be able to tokeratistakes or adverse results
provided that any risk taken can be shown to hagenbreasonable and the

management of the risk to have been sound.”

Organisational learning imposes an obligation oakettolders to exercise their
‘voice’ by engaging with the acceptor to re-negatigperformance outcome
expectations and other conditions of the delegatitwberts, 2001; Weick, 1995), as
shown in the study by Robers al. (1996) where active dialogue between relational
parties developed and refined expectations. Imgt@arformance may be obtained,
but it does raise the issue of who contributeshi® learning (and how they are
chosen), how these demands are mediated, and hswltsreare measured and

communicated (Litovsky, 2005).

Thus, to create ‘a shared learning environment’ Bl likely to need performance
feedback from all of their salient stakeholdergluding communities. When PHOs
are enabled through organisational learning they/*w&hd ‘for what' of accountability

may also be re-negotiated.

45. Conduct - for what are PHO’s accountable?

As noted in Chapter 1, PHOs are required to belwatable under thErimary Health
Care Strategy(Minister of Health, 2001) to:

» provide essential primary health care servicesh&r tenrolled populations.
These services include first-line service to restpatients’ health as well as
services to improve and maintain their communitiesalth;

* involve their communities in governance and denraiestprocesses that
identify needs and allow communities to influen¢#Pdecisions;

* involve their providers and practitioners in gowatoe so that one particular
group does not dominate;

» identify disadvantaged groups and, through a coniyxdevelopment
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approach reduce barriers, both in terms of additi@gervices to improve
health, and to improve access to first-contactisesy

* support the development of services by Maori andifieaproviders and
ensure services are culturally competent and effsct

* encourage developments that emphasise multi-disaryl approaches to
services and decision-making;

» participate (with DHBSs) in wider intersectoral aties that aim to address the
social, cultural, and economic causes of ill health

* demonstrate the quality and safety of the servimesided by being openly

accountable to the public for the quality standdhngy plan to achieve.

Notwithstanding this clear statement of the ‘foravhare PHOs accountable, PHOs
have expressed concern about the lack of defindfoine ‘for what' aspects of their
accountability obligation (as well as the ‘to whoniMinistry of Health, 2006b).
Kearns (1994) confirmed that the ‘for what' aspeanh be the ‘ultimate moving

target’.

At the broader level of not-for-profit organisatsgmrnumerous attempts have been
made to categorise the theoretical foundation, le tfor what' aspect, of
accountability (e.g. Ebrahim, 2003b; Gray, 1992akes, 1994; Stewart, 1984). A
number of these are summarised in Figure 4-4 aridde:

» Stewart’s (1984) 5-step ladder of accountabilitwedeped for the public
sector (and used by, for example, Broadtsral, 1996) has also been used in
not-for-profit organisations;

* Leat's (1990) 4-step ladder developed from Stewd(984) to recognise that
not-for-profit organisations differ from public gec organisations, in respect
of “mission, philosophy, structure and standardrapeg procedure” (Kearns,
1994, p.186) and specifically in respect of govaoeg®

 Kearns (1994) criticised Leat's (1990) typologies being focused on
operational, rather than governance issues, andrdmsework stressed the

strategic and tactical choices facing nonprofitamigations as they achieve

198 | aughlin (1990) and Cordery (2005b) found thatpiactice, applying a ladder is difficult in not-
for-profit organisations as the distinction betwelea different levels of accountability was not as
evident as theory suggests.
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their mission;

« Goodin (2003), Edwards and Hulme (1996), Najam §)98brahim (2003b),
and O’'Dwyer and Unerman (2006) further developed amgmented Kearns’
(1994) dichotomy. These commentators suggest that acceptor has a
proactive, rather than reactive role and is reguiceinvolve stakeholders in
dialogue and debate to shape the accountabilitydveork and to agree upon
the priorities that meet its constituents’ needsaPktive organisations will

manage stakeholders’ expectations (Dubnick & Jeasg004).

These different terms reflect a context-based awhyconcepts. Cribb (2005b)
outlined a dichotomy between accountability for @fie obligations to perform
delegated tasks (outputs), and accountability émexving outcomes in line with the
organisation’s purpose or mission. This dichotosysed in Figure 4-4 to order the
varied terms for accountability employed by thesthars.

While the listing in Figure 4-4 underlines the idbat the ‘for what' of accountability
covers a broad range, it is necessary for an osgaon to reflect on its relationships
and consider how to meet gaps in accountabilitghdiege (Kearns, 1994). Mitchell
and Shortell (2000) conducted a study of commuhnéglth partnerships to identify
problems that can occur in these organisations velttemtion is not paid to the gaps
in the ‘for what' aspects of accountability deman8Biggure 4-5 maps the various
concepts from Figure 4-4 against the highlighteobf@ms. These problems may be
evident in PHOs. Fisman and Hubbard (2005) furthete that stakeholder
monitoring through accountability is importanthietse problems are to be addressed.

Overlapping responsibilities is a further problesentified in New Zealand’s health
care system when the ‘for what' is not agreed bleghting parties. For example,
DHBs have accused the Ministry of Health of intexfece in operational issues that
had previously been devolved (Barnett & ClayderQ7)0underlining the need for a

proactive stance by the acceptor in managing staétehexpectations.

Having developed the role of accountability, ‘toomti and ‘for what’ aspects of
organisational accountability relationships, thgter now turns to the process, or
how accountability may be discharged.
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Figure 4-4: ‘For-what’ aspects of accountability amamed by commentators

Author

Accountability for performing delegated tasks (outputs)

Accountability for achieving outcomes/@anisation’s purpose

Stewart (1984)

Accountability for probity and legalityproperly using funds an
not exceeding legal powers (also in Glynn & Murph996).

dProgramme accountabilityachieving intended results.
Policy accountability (the highest and most difficult to discharge

and

Process accountabilityfollowing appropriate procedures.
Performance accountabilityneeting required standards.

measure) for policies government has, and hagpnosued.

Leat (1990) Fiscal accountability spending donations

agreed.

Process accountabilityfollowing proper procedures.

and funding [@aBrogramme accountabilitydelivering quality programmes.
Accountability for priorities (the highest level) fulfilling all stakeholder

expectations.

12}

Kearns (1994)

Goodin (2003)

Codified or contractuabbligations are met as agreed.

Societalvalues and expectations
Accountability for intentions

Edwards
Hulme (1996)

and

Tactical accountability accounting for resources and the
immediate (short-term) impacts of the organisatomork.

Strategic accountabilityor the impact that the organisation has on wi

Najam (1996) and
Ebrahim (2003b)

O’Dwyer and
Unerman (2006)

Functional accountabilityastactical accountabilityabove.

environmental issues on a long-term basis.

‘Holistic’ accountability. as the impact and accountability of the orgarisat
to all stakeholders

Figure 4-5: Mapping types of accountability to speific not-for-profit problems

Prospective problems in not-for-profit organisatiors (extracted
from Mitchell & Shortell, 2000)

Accountability type

- Senior staff excessively remunerated (also Cléaigckman, 1990)

Tactical accountability for resources and immediatpacts (Edwards & Hulme, 1996));

- Misleading fundraising functional, short term accountability (Ebrahim, 380 Najam, 1996); fiscal accountability
- Self-dealing among not-for-profit managers (retaparty conflict) (Leat, 1990)
- Failure to diversify staff and boards sufficigntl (As above tactical, functional accountability); pess accountability (Leat, 1990)
- Concealment of profits through accounting accrmahagement (alsp
Leone & Van Horn, 2005)
- Lack of Board oversight and accountability Strategic accountability (Ebrahim, 2003a; Edward$l@lme, 1996; Najam, 1996); holist|c

- Failure to provide for citizen input

- Loss of mission, inadequate public informationattperformance

accountability (O'Dwyer & Unerman, 2006); programateountability (Leat, 1990)

Strategic accountability (Ebrat2®03a; Edwards & Hulme, 1996; Najam, 1996); hali$

=,

accountability (O'Dwyer & Unerman, 2006); accoutitgbfor priorities (Leat, 1990)
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4.6. Discharging accountability — a process

The process of accountability is described as a/ersation (Czarniawska, 1998; Fry,
1995), an iterative process of asking, telling,olireg, retelling and adjusting (Mulgan,
1997). Accountability processes, as conversatigtgjire a common language in which
the relational parties can engage in useful dismabout the delegator’'s expectations,
the acceptor’'s performance and how it may be asde@Bay & Klein, 1987). This
discourse will enrich the relationship as each ypdearns and re-negotiates joint
objectives.

Mulgan (1997) conceptualises the accountabilitycess as a step-wise process and
Bovens (2005a) delineates these steps into thrasephdepicted in Figure 4-6. The
accountability process is iterative, specific tpaaticular accountability relationship, and
the steps may be delegated by the stakeholdefsrtbparties external to the acceptors

and stakeholders, by mutual consent (Mulgan, 1997).

Figure 4-6: Steps/phases in discharging accountaityl

1a. Stakeholder requests|

/ information

3c. Implicit or explicit
renegotation of
relationship

1b. Acceptor collects
and delivers information

2a. Stakeholders
evaluate and verify

3b. Acceptor learns and

feeds back to The process of

stakeholder AccountaEilis information
3a. Feedback — . .
stakeholder sanctions or 2b. Acce_p tOFjUSt!erS
actions/information
rewards acceptor
\/

(adapted from Bovens, 2005a; Mulgan, 1997)
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4.6.1. Stakeholders request information — the acceptorpesds

An information request by a stakeholder followed ibjormation collection and a
response by the acceptor, is the first and es$efi@se to check on the discharge of
delegated responsibilities as shown in Figure 4viulgan, 1997). Stewart (1984)
distinguished stakeholders with a formal ‘bondactountability who were contractually
empowered to call for information (such as the DéiBother funder of a PHO), from
indirectly ‘linked’ stakeholders (for example, a ®l4 community) who have no direct
contract, suggesting that this step could be skipperespect of some stakeholders.
Conversely, Grayet al (1996) argued that the right to call an accepdoaccount is
linked to the acceptance of delegated respongibitiather than the strength of the
stakeholder link, and Laughlin (1996) suggests &wan a non-contractual relationship
imposes moral obligations on an acceptor that reguhem to respond to stakeholders.
Mulgan (2003) asserts there is an obligation tamast even when stakeholders fail to
request information (through a lack of power oeiest). Thus PHOSs, required to be fully
and openly accountable, could be expected to peoimdormation to their multiple

stakeholders whether or not those stakeholdersfigadlg call them to account.

The type of accountability information demanded wary across the ‘by whom’, ‘why’

and ‘for what' accountability is demanded (Ebrahi2®05). Boyne, Gould-Williams,

Law and Walker (2002) suggested that a range dbpeance data will compose a
picture of the organisation’s activities and th&enw government funding is involved, the
public should be interested in the equity of sexvprovision, the cost (inputs), the
efficiency of the delivery of outputs and outcom@kernatively, ‘upward’ stakeholders
may be more interested in targets and how the @g@éon has met these within its

budget.

The acceptor must collect information and respomdhe stakeholders’ implicit or
explicit demands, although this will not be withozdst (Ashtonet al, 2004). It is
assumed that the acceptor and stakeholders wid bamsidered the costs to be less than

the benefits generated through cooperative delmgati
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4.6.2. Stakeholder evaluation and acceptor’s justificatio

In addition to requesting information, stakeholdbesse a further two obligations as
depicted in Figure 4-6: assessment or verificatgtap 2a), and feedback (step 3a is dealt
with in section 4.6.3). Assessing and verifyingormhation is the basis of stakeholder
evaluation. As delegation becomes less prescripiivie more likely that performance
evaluation will be increasingly judgement-basedk8holders should be encouraged to
ask the ‘right' questions, assessing the adequakyinformation, thus making
accountability meaningful (Leat, 1990). Mulgan (I99perceives that improving

stakeholders’ scrutinising processes improves tbeumntability process.

Phase two becomes an iterative process as thetacqegiifies the information provided
and their performance. The ensuing debate and foegemay require more information
(Bovens, 2005a). Normanton (1966) described thewatability discharge process as
follows: “[tlhe accounts themselves are no moranttiee basic guide for the investigation
... The outline must be filled in by systematic expton; by obtaining explanations and
documentation about all unusual features encoulitdpe?2). Therefore the acceptor’s
conduct becomes visible through enforced or digmmaty explanations and justifications
(Mulgan, 1997, 2003) of past achievements thatlifai® aspirations toward more
ambitious, organisationally appropriate, futurelgoAs noted in Chapter 1, verification
of PHOSs’ financial accounts is initially providekdrough audited annual reports and they

may also be iteratively verified at a PHO’s AGM.

4.6.3. Stakeholder feedback/sanctions, learning and reoggting

AGMs, community meetings, reports and funder megstiere mechanisms used in phase
three— a further iterative process where stakeholdersigeothe acceptor with feedback
(including sanctions or rewards). This phase distishes accountability from
answerability (Birkett, 1988; Harris & Spanier, B9Btewart, 1984). Monitoring without
sanction may be meaningless, result in poor pedaoa and missed opportunities for
learning. In addition to contractual duties, thaebtors of a PHO incorporated as a

company under the Companies Act 1993 have a duty:
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» toactin good faith (s. 131);
» to act with diligence and care (s.137); and

* not to trade while the company is insolvent (2.135)

The Charitable Trusts Act 1957 requires similar avébur from trustees under s 13.
Trustees must act prudently and in accordance wiéhtrust rules and the powers
bestowed on them by the Trust Deed.

Although legal and regulatory sanctions are corf®reament mechanisms, in primary
health care, sanctions comprise more than mergal llemedies (Brinkerhoff, 2004)
extending to,nter alia, shaming when negative publicity causes patiemt®xit’ and
thus brings financial losses that were not conti@ty specified (Harris & Spanier,
1976).

Romzek and Johnston (2005) concur with Mulgan’®80ast step — the creation of new
expectations that feed the delegating relationthig-establish mutual expectations and
responsibilities. This is informed by the learniagd feedback as a cyclical process.
Those who delegate tasks and resources morallylegally oblige acceptors to be
responsible for their actions and to provide agpament and honest account (Edwards &
Hulme, 1996) on the ‘for what’ of accountability.

4.7. Tools or mechanisms — ‘how’ accountability could déescharged

Fry (1995) confirmed that when not-for-profit orggations become ‘masters at
conversation’, by developing appropriate mechanismgh stakeholders, their
performance reporting will comprise qualitative andéantitative justification of financial
and non-financial resource usage (Drucker, 1990reEo& Pina, 2003). Following on
from the two main ‘for what' aspects of accountépiidentified in Figure 4-4, it is most

likely that quantitative mechanisms will report ontputs'® In order to discharge an

19 Adequate quantitative output reporting would Hamge Stewart's (1984) requirement to be
accountable for probity and legality, Leat’s (1998tal accountability, a majority of the obligat®
for Kearns’ (1994) and Goodin’s (2003) contractaatountability, Edwards and Hulme’s (1996)
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obligation to account for outcomes, quantitativeorting is likely to be augmented by

qualitative reporting with a longer term focus.

Further, Ebrahim (2003a) suggests that formal nrashes such as financial reports that
focus on ‘upward’, external accountability are mdexeloped than informal mechanisms
(such asad hocpress conferences, voluntary audits and commuwatsultation) that
potentially could enhance communication with ‘dovemd/ and ‘inward’ stakeholders.
Acknowledging that different stakeholders may halitferent preferences for ‘how’
accountability is discharged, Figure 4-7 suggestapping of how PHOs may discharge
accountability to stakeholders. Having consideree to whom, what for, and why
accountability may be demanded in the delegatifegiomship, this mapping is tentative

ahead of the development of the case study research

Figure 4-7: Stakeholders and suggested tools to disarge accountability

Stakeholder The control of power The role of trust Organisational | Organisational
construction learning
‘Upward’ Six-monthly special Goals are stated arnddentity and| Active dialogue
purpose financial reports,achievements arerelationships to develop and
audits, ratio analysig, reported against. made visible.| refine
DHB funding sanctions. | Assessment data megt$Sanction accountability
‘Inward’ Regular managementconstituent's  demandsthrough ‘voice’| and
reporting (financial and (Buckmaster, 2002). and ‘exit’. performance.
non-financial) and control| Regulatory (and self; Sanction
‘Downward’ | Annual audited generalregulatory) mechanisms through ‘voice’
purpose financial report{,(e.g. the Health and and maybe
public forums. Sanction Disabilies Commiss: ‘exit’.
through ‘voice’ and ‘exit’. | ioner). Sanction through
‘voice’ and ‘exit’.
‘For What' Defined outputs Outputs and outcomes cOntes Outcomes

4.7.1. Reporting of outputs

It is conjectured that, when PHOs produce adegoatigut reporting (both financial and
non-financial), they will discharge their contraaittaccountabilities but may not meet
other stakeholders’ expectations. This section idens the roles of financial and non-
financial reporting that are typicallgx post mechanisms, but acknowledges that

presentation of budgets and self-regulation areeswanteaspects of accountability that

tactical accountability and the functional accobility used by Najam (1996) Ebrahim (2003b), and
O’Dwyer and Unerman (2006).

119



may also be employed.

(i) Financial reporting of inputs and outputs

ljiri (1975) identified financial reports as theykeisclosure statements for discharging
accountability to resource providers. A particidrength of financial reporting is that it
can be independently audited and verified (potéwtiay a third party) (Normanton,
1966). DHBs require PHOs to present an annual tepora mutually agreed date
(Ministry of Health, n.d.). The report must alsorade publicly available and includes
details of the PHO's:

e current organisational structure and governance;

» performance against DHB/PHO agreement in respecseo¥ice delivery (as
described in Chapter 1);

» performance reported against DHB service goalssdeclude the health gains
made by High Users, reductions in health inegealitior M&ori and Pacific
peoples, outputs in health promotion and qualityriorement;

* aconsumer satisfaction and complaints survey;

e current patient co-payment fees;

» service levels for enrolled patients (for exampbporting the ratio of GPs to
enrolled persons);

» audited financial reports that comply with Genaralccepted Accounting
Practice (GAAP) (Ministry of Health, n.d.).

As explained in Chapter 3, PHOs may choose fronowuarorganisational forms. This

results in them facing different financial repogirequirements as noted in Figure 4-8.
However where financial reports have been preparetior audited by members of the
New Zealand Institute of Chartered Accountantsseéhmembers are required to comply

with GAAP under the NZ Framework for Financial Repw.
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Figure 4-8: Financial reporting requirements by enity type

Organisational | Relevant Act/s Financial Reporting Requirements

Type
Limited « Companies |* Financial StatementS must be prepared within 5 months |of
Liability Act 1993; year end, presented to shareholders at an AGM aahged
Company with the Registrar of Companies (s.10).

«  Financial Statements must comply with GAAPand provide
a true and fair view of the entity (s.11).

* Financial . . ) .
Accounting records are kept to provide financiakesinents tg

Estpfgégg comply with the Financial Reporting Act 1993 [s.(B4c)].
« Audited financial statements [(shareholders cans pas
unanimous resolution to forego) s.196 (2)]
Charitable e Charitable |« No requirements to file annual accounts, or to fmvaudit.
Trust Trusts Act . . .
195712 ¢ From 2010, Trusts that are registered with the itlbar
Commission will have reporting requirements impgged
however these are still under development.
Incorporated |« Incorporated|e Present at an AGM and send to the Registrar arSémieof
Society Societies Assets and Liabilities and an Income and Expenglitur
Act 1908*? Statement (no requirement to comply with GAAP) 8.2

¢« No audit is required unless specified in the orgation’s
Constitution.

Research by Hyndmaet al. (2004) into not-for-profit organisations’ finantigeporting

in Ireland found that annual reports may be incatgl inadequate and inconsistent.

Although this was due in part to a lack of legisiatguidance, deficiencies were

10 These will include a Balance Sheet and an Incameé Expenditure Statement for not-for-profit

111

112

entities and a Statement of Cash Flows (unlessffarBitial Reporting exemption applies). Exempt
companies do not have to meet these requirementsdsr the Financial Reporting Amendment Act
2004, s.3, these companies [which have assetsdvalukess than $450,000, are not a subsidiary of
another company (or have their own subsidiariesl) lrave a turnover of less than $1,000,000] have
simplified reporting requirements.

For financial reporting periods ending on or aft8January 2007, GAAP comprises compliance with
NZ International Financial Reporting Standards (IRRS). Organisations could voluntarily transition
to NZ IFRS for financial reporting periods on orteaf I January 2005. In September 2007 the
Accounting Standards Review Board announced thaptiance with NZ IFRS was required of large
or publicly accountable organisations only. (‘Delaf the Mandatory Adoption of New Zealand
Equivalents to International Financial Reportingrigtards for Certain Small Entities’ downloaded
from the internet % October 2007 fronhttp://www.asrb.co.nz/documents/Release1409200)7 . julf
the PHO environment, NZ IFRS would apply to thosgaaisations with greater than two of: $20
million in income, $10 million in assets and 50fkt&he remainder of PHOs may continue to comply
with NZ Financial Reporting Standards currentafanuary 2007.

The Financial Reporting Act is currently undeviesv and may impose further reporting requirements
on these bodies.
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exacerbated by a lack of preparers’ expertise. iDefpe inadequacies, Hyndmanh al.
(2004) and Hyndman (1991) found that stakeholdersgived that the annual financial
report was an accountability report they could tseassess the solvency of these
organisations and that the audit report “was seera &onfirmation of the financial
stewardship of the board of directors” (Hyndnsral, 2004, p.264).

Flack and Ryan (2005) also found poor financialorépg in their study of Australian
not-for-profit organisations involved in social gee contracts. Although the lack of
comparability and transparency they observed iontey was due in part to multiple,
irreconcilable differences in stakeholders’ demartigsy noted that some blame lay with
the organisations. They called for the not-for-fireéctor to “take the responsibility for
demonstrating accountability for its performancélatk & Ryan, 2005, p.75) in order to
encourage community support and build long termdibikty. In respect of the
irreconcilable demands, this was also an issueaima@a, so that both the Australian and
Canadian governments are working with the not-fofip organisations so that the
financial reports demanded for accountability aepful to government funders as well

as the organisations that are funded (Office ofAtditor-General of Canada, 2002).

In PHOs, McCardle, Norgrove, Jordan and Gouldst(#®94) found the standard of
annual financial reports varied widely and called the Ministry of Health to impose
minimum requirementS? One of the 15 PHOs they approached did not pulilisimcial

information. Analysing these findings, McCardé al. (2004) surmised that PHOs’
failure to comply with their contracts resultedrfra lack of staff and funding; and the
high expectations held that PHOs would launch iatigee projects to improve the health

of their community, resulting in little time for RHadministration.

In a separate study, Douglas (2006), a GP in Wang&mas been critical of PHOs’
annual reports; he found that many were unavaildhtesse he accessed did not comply
with GAAP** and none had included a budget (which would pi@ytunderpin trust

3 The DHBs require PHOs to provide six-monthly final reports, however, the DHBs have not issued
specific financial guidelines for this reporting.

14 gpecifically, the reports lacked detail abouttomgencies, turnover and information on staff eagni
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whenex anteand ex postinformation is compatible). He was especiallyicait of the

Wanganui PHOs that the Ministry of Health had “c@tglated ... on the excellent work
they were doing and, in fact, have said that Wang&®HOs are two of the best”
(Douglas, 2006, p.18). In response, the Ministafedlth had confirmed that “there is no
one in the Ministry of Health responsible for tleporting and collating of information on
PHO’s expenditure, costs, annual reports and plébstiglas, 2006, p.18). Technically,
these concerns should be handled by the relevai®, DLt the DHBs were not asked to

comment on Douglas’ findings.

Financial statements represent one source of ibom and, when appropriately
compiled and audited, potentially discharge outpaised financial accountability
(Roberts & Scapens, 1985); however adequately digaig accountability also depends
on non-financial reporting, in particular the prsien of explanations of performance
(Harris & Spanier, 1976; Normanton, 1971).

(i)  Non-financial reporting of outputs

In New Zealand, public sector entities are requitedorovide Statements of Service
Performance (SSPs) as part of their general purfinaacial reporting (New Zealand
Institute of Chartered Accountants, 2006) but S&Rsoptional for not-for-profit and
profit-oriented organisations. Further, a lack dfjective measurement standards for
SSPs and the mismatch between indicators used rgadisational goals, reduces their
usefulness as an accountability mechanism (Thomps®95). In the ensuing decade
since Thompson's research, New Zealand’'s Auditome&sd has researched and
encouraged public sector organisations to imprdwar toutput reporting with SSPs
(Controller and Auditor-General, 2002b) but no recgtudies of the effectiveness of such
documents in not-for-profit organisations have begnlertaken. Other non-financial

reporting is provided through the annual report alsd may be contractually specific.

over $100,000 per annum.
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4.7.2. Reporting of outcomes

As outcome reporting considers the longer term otpaf the organisation on its
community, it is likely that the manner in whichieets societal values and expectations
cannot be discharged through quantitative reporéitoge. Non-financial performance
assessment and evaluation reports can also bel #otolearning, and as internal and
external accountability mechanisms (Ebrahim, 200B&Jevant qualitative reporting is
considered under the following sub-headings:

(i) performance reporting

(i) community participation;

(iif) social audit.

(i) Performance reporting for outcomes

The use of multi-sectoral performance evaluatiogsaecountability mechanisms was
discussed in Chapter 2 with the conclusion thatehare potentially ambiguous. In
addition, the underlying reason for generating eff@rmance reports may reduce their
usefulness as accountability mechanisms. Hoef2068(Q) survey of not-for-profit social
service providers in Dallas, Texas found that penBnce reports primarily targeted at
gaining legitimacy (and more funds) from funders te poorly designed evaluations that
lacked agreed verifiable measures. Levaggi (1998p aexpressed concern that
accountability may not be discharged when thereewaw objective measures and
outcomes were not be able to be observed.

Measurement shortcomings are further elucidateddgm and Gunning (2002) in their
assessment of performance indicators used by NG@O&/ganda. They supported
Levaggi's (1995) view as they found that frequentig indicators used by the Ugandan
NGOs in their study failed to measure outcomesieeibecause of genuine difficulties
with measurement or because external environmeffits impacted the outcomes able

to be measuret Performance indicators did not assist objectivedfng decisions but

15 For example, they noted that weight-for-age agigHt-for-weight measurements for children could be
used for health outcome assessment, but the Pdueatiication Action Plan refuses to measure health
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were useful as monitoring devices; hence Adam andn@ag (2002) suggested that
separate funding and monitoring indicators showddubed. Separate indicators would
make it easier for the acceptor to provide an eadsning system of problems when they

know which critical indicators will generate inceea or decreased funder support.

The experience of Adam and Gunning (2002) concutk WRomzek and Johnston’s
(2005) study of Kansas-based not-for-profit so@alvice providers. In that study,
government contractual arrangements required numesxcountability reports but
sanctions for poor performance were rarely involteerefore it was unclear to providers

as to which evaluatory measures they should pigerit

As noted in Chapter 1, PHOs may participate indoPfeance Management Programme.
Aside from that, under their contracts with theevaint DHB (Ministry of Health, n.d.),
all PHOs are required to report ‘upward’ to the DHB

* enrolled patient numbers (members) and specifitufea of these members (age,
gender, socio-economic levels, ethnicity) on a taubr basis;

» access to and utilisation of PHO services, by Mémmmpared to their needs) and
any future initiatives the PHO has to improve Maogalth gains. (PHOs must
provide annual narrative reports to the DHB on ibesrand enablers of Maori
health gain.};®

» co-payment fee levels at PHO practices and anygdsaim those fees when they
occur ( a fees review process confirms or disallthvese changes);

* PHO health promotion activities undertaken to namtand restore members’
health;

 the manner in which PHOs have coordinated with rotpeoviders for
rehabilitative care, and developed patient-cemtier-sectoral care;

» compliance with the DHB ‘agreed services’ — for myde, ‘around the clock

care’.

improvements in this manner and states that thesssunements are poverty indicators due to their
reliance on non-health issues such as food avhtijabi economic shocks (Adam & Gunning, 2002).

16 PHOs with Pacific Communities must meet similaquirements in respect of these communities

under the Pacific Health and Disability Plan.
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The DHB/PHO contract requires all financial repdd$e audited. The DHBs may also
request audits and investigations under the Prirklglthcare Audit Protocol through

regular ‘programmed’ audits (Ministry of Health,@). Qualified auditors authorised
by the DHB undertake audit programmes to inspecORHAembers’ clinical records,

monitor compliance with the PHO Agreement and eamfthat claiming behaviour is

appropriate. Where a PHO'’s funding claim (or othehaviour) appears to warrant a
DHB’s special attention the DHB is also authorisedindertake ‘selected’ audits in those
PHOs.

Despite these audits, McCardieal. (2004, p.13) believed that PHOs had been deficient
in meeting their obligations to their communitiasluding not undertaking:

» performance monitoring and reporting requirements;

» formal business planning;

* research and analysis;

e community liaison;

* development of protocols;

* quality management;

« referral of services.

However the DHB does not audit, nor impose requénei as to how the PHO may
discharge its requirement to ‘downward’ (and ‘ind/arstakeholders. Accordingly, it is
incumbent on these stakeholders to call to accandtsanction PHOs that are deficient
in these matters. ‘Downwards’ stakeholders mayivecaeon-financial reports such as
newsletters, websites and notice-boards at heafitres. Local media may also be used
to inform and influence public opinion, although &, Houston, Pfeifer, Cumming,
Russell and Walker (2007) found that, in the cddeHBs, newspapers were most likely
to focus on negative, sensational stories, and ‘tftaid news’ stories needed to be
specifically bought to their attention. Ebrahim Q3@) also noted participation processes
(public meetings/community consultation and boa&lesentation) are alternative means

of channelling accountability communication.

126



(i) Community participation

Community participation may be a proactive stepaargations take to negotiate

accountability relationships, and to improve theldgy of their service (as discussed
Chapter 2). Networking with communities can expedihange and reduce the power
differential between service providers and servisers (Adams, 2004; Fowles, 1993).
For example, in the UK, Gustafson and Driver (20@bnd that, when the community is

involved in calling to account, the health progra@sniocus on that community rather
than having a sole national focus. Potentiallyjzert participation “heightens an

organisation’s commitment to accountability” (Belis 2005, p.189), manages
expectations and is more likely to result in cdtlyr appropriate services (Butlet al,

1999), enhanced trust and organisational legitimacy

In New Zealand, thd’rimary Health Care Strategyequires that PHOs involve their
communities in decision-making, specifically thrbugitizens’ involvement in boards
(Minister of Health, 2001). Community participatidhrough board processes may be
impacted by the type of organisation (Neuwttal, 2005). In the trial of the toolkit
entitted Community participation: a resource kit and sels@ssment tool for PHOs in
New ZealandNeuweltet al. (2005) found that PHOs with a strong GP influeifae
background as an IPA) were more likely to perceteenmunity representatives as a
threat, whereas community-oriented providers (framnot-for-profit organisational
background) were more used to taking the commuiiyput into account. Further,
health care professionals in larger organisatidnallotypes were more detached from
community participation as they perceived the PHOsaparate from their personal
service provision. In a study of DHBs (that haw@mailar requirement), Tenbensel (2007)

stated that good participatory practice dependeith@personalities involved.

The Ministry of Health has not issued guidelinescakow individuals are to be selected
for participation in PHOSs, although Wilmot (2004)ntends it would be preferable for
Board members to be elected by their communitiegndividuals who self-select may
not necessarily be representative of key stakermld®y contrast, appointments (rather

than elections) allow for important skill gaps te filled. The Canadian study by Church
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et al. (2002) into decision-making in the health card@e@nd Lockett-Kay (2005), who

studied the establishment of a new PHO in a rureh af New Zealand, found that

citizens’ representatives were more effective indimgy the health care provider to

account when they:

had an in-depth knowledge of the community and annhealth care issues;

had strong networks and interdependencies withegncthmmunity (to feedback
effectively, to mobilise a constituency if necegsaand to represent the
community as a whole, rather than on a single jssue

were able to present a united front against powérfders and providers;

were adequately resourced and informed; and

were effective speakers.

Beitsch (2005) further notes that participatioefiective when:

the proceedings of community meetings’ proceedargdransparent;

minutes and press releases are made available;

new programmes are exposed to public input;

all stakeholders, including community members amtracted staff compete for

Board places.

To increase transparency, DHB Board meetings ageined to be open to their

community (Barnett & Clayden, 2007). No such reguoients are imposed on PHOs

however, they can engage in community participatiorough surveys, community

consultation and public meetings (Figuemetsal, 2005; Lenaghan, 1999). Effective

citizen participation requires a PHO to initiatbraad range of frequent interactions in a

variety of venues, at varying times of the day {8, 2005). Stakeholders may also be

involved through membership of committees or adyisboards, or through direct

communication into web sites if community commeate welcomed and feedback

received.

Notwithstanding opportunities to do so, the pubtizy not wish to be involved. Newman

et al. (2004) found that much time had been spent on aamityn consultations and
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forums in the UK without effecting tangible changashough the results of other studies
provide conflicting evidence (Litveet al, 2002). Community consultation may be
successful if the following barriers can be overeom
» the cost of travel, time and effort in scatterethownities (Fowles, 1993);
» the organisation recognising and embracing “thoke are different from us”
(Lehman, 2003, p.7) rather than following a sepr@Fpackaged rules;
» citizens being imbued with power rather than thescitation being merely a

forum to voice disapproval (Arnstein, 1969).

PHO members have a tenuous link through to the R#d@heir relationship is with their
GP) and their power to hold the PHO to account tmayeduced. In a study of citizen
participation in decision-making in the secondagglth care sector in Canada, Chueth
al. (2002) found citizen control was hampered by twmdamental difficulties —
asymmetry of information and differing interestecBuse of the highly technical nature
of health care information, citizens were less llikthan the providers to engage in
decision-making. Additionally health professionai$o were most affected by decisions,
had increased incentive to influence the decisiaking and their interests were less
diffuse than those of lay participants. Therefdre powerful funders and providers were
better resourced than the citizen representativesffect change. This knowledge gap
between professional and lay participants wasfalsod by Meijer (2005).

Penney (2002) noted that, although the literatunggssts citizen involvement is
presently inadequate, it is silent on solutionsr kgerviewees considered that it is
important for communities to be involved in decisimaking so that the ‘big-picture’ for
health could be determined, bringing health sesvicdoser to the community.
Community involvement promoted accountability prsszes, especially with face-to-face
accountability, such as occurs in meetings, whakestolders can gain further insights
(Roberts & Scapens, 1985). This information is ¢gfly more heterogeneous than that
provided in written form, as, from meetings:

» the governing body reaches out to the communitgnother language’ (verbal as

opposed to written);
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» the public can ‘shame’ governors, reducing theiwgoand control, or show
support for board members who are taking contraaigpslicy stands;

* media coverage can attract attention, communicéteacitizens and add urgency
to community demands (Meijer, 2005);

» the community can set future agendas, includingydey governors’ decisions
until community concerns have been resolved (Ad2084);

» contractual accountability and lateral accountgbdan be discharged.

An AGM (required of many incorporated entitids may be one way in which
performance of providers may be evaluated agairpeaations (Ebrahim, 2003a).
AGMs are a formal accountability tool (Cordery, 889 and are recommended by the
Ministry of Health’'s governance document (MinistifyHealth, 2007). However, it may
be that only individuals with extreme views attgnblic meetings, biasing community
consultations and AGMs (Adams, 2004). A more regmegive sample may be obtained
through electronic meetings and small group sedtiktpdgeset al. (2004) commented
on the few attendees at AGMs in the NHS Trusts ttedied. A recent press article
(Hamilton, 2007) derided one NHS Trust that pai@ fi each attendee, concurring with
Hodgeset al. (2004) that AGMs were a ‘sham ritual’ in that NAI&ist.

Roberts (2002b) reports on the benefits of dialoghere all parties are brought into
relationship in order to work through issues anihdrabout jointly-brokered solutions.
Such meetings may generate social capital throbghcultural rituals, symbols and
stories that serve to encode and reconstruct cgomnal community identity, form an
external image for outsiders and inform organisetidbehaviour (Dutton & Dukerich,
1991; Dutton, Dukerich, & Harquail, 1994). This essal aspect of accountability is
collectively described as sensemaking (Dubnick, 2200ncluding community in

accountability processes will encourage sensemakiaigwill not always be smooth and
conflict-free (Mansbridge, 1980) but resolution lgles communities to seek

organisational change and improved service.

17 For example, New Zealand legislation requires At be held in entities registered under the
Companies Act (1993) or Incorporated Societies (A808). Further, many organisations include this
requirement in their Articles of Association or Cieas.
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Self-regulation is another mechanism suggested bdnaHim (2003a) and describes the
development of standards for behaviour within theyanisation as an ‘inward’
accountability mechanism. As suggested in Chapteself-regulation may lead to
reduced government regulation and will result imnfal codes of behaviour being
proscribed. Within the PHO sector, contractors, hsias GPs and Nurses, have
professional codes. Similarly, employees who arenbes of the New Zealand Institute
of Chartered Accountants are required to perforra toode of Ethics. However, Glynn
and Murphy (1996) note a reduction in the use dfregulation since the New Public
Management reforms have taken hold. It is unknoww lhese and other Codes are
referenced by PHOs as professional accountabilitechranisms which are

complementary or supplementary to other accountyapilocesses.

(i) Social audit

Ebrahim (2003a, p.822) describes the social awditaacomplex process that integrates
elements of many of the accountability mechanismsSocial audits acceptors commit
to stakeholder dialogue, performance evaluationnggaenchmarks, and disclosing
progress on ‘continuous improvement’. However, ¢hasidits have not been widely
adopted in the health sector. Although they integeacountability processes, the cost, as
found by Hillet al. (2001) may, initially at least, outweigh the péved benefits.

Hill et al.(2001) undertook a social audit:
» toincrease transparency of health care decismassariety of stakeholders; and

» to help patients become “co-producers in health.”

Through formal representation or groups such aematorums, stakeholders become
central in the social audit process. However, Hillal. (2001) found that patients (as
‘downward’ stakeholders) in UK General Practicegaviess likely to believe that a
stakeholder group was required to influence Praati@nagement. In addition, patients
were interested in influencing Practices but naneking decisions. Further the intensity

of the process led Hikt al. (2001) to conclude that social audits would noeffective
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as accountability mechanisms until the costs cbeldeduced.

Accountability mechanisms implement accountabilyst there is little research to assess
which practices are most effective or how stakedysldneasure effectiveness. Meijer
(2005) called for more research into how accouhitglis discharged, especially as to the
effect of community consultations on accountabilitglationships when multiple

stakeholders are being balanced.

4.8. Accountability summary and research gaps

This chapter has outlined the definition of accability adopted for this research; it is
defined as a relationship between a PHO as an isagamal acceptor and stakeholders
(delegators) where the PHO is obliged to provideaiggreed services and explain and
justify its conduct. As part of the process, staltdérs pose questions, pass judgement,
and sanction or reward the acceptors (Bovens, 900Bke role of accountability to
control and re-direct behaviour differentiates ribni answerability. In this respect,
research is required into the ability of PHOs’ staddders to sanction PHOs’ behaviour

and to encourage PHO learning.

PHOs have multiple relationships with ‘upward’, vdoward’ and ‘inward or
‘horizontal’ stakeholders who have the potentialctdl them to account for different
aspects of their performance. Multiple stakeholdmesent challenges to the effective
discharge of accountability as it is difficult tatisfy simultaneously the diverse needs
and expectations of multiple stakeholders’ needsline with the objectives of this

research, it is necessary to understand how thakeholders affect PHO accountability.

Stakeholders may call PHOs to account in ordecotatrol the abuse of power, to build
trust, create or enhance their identity and tolifate learning. Yet little is known about
the role accountability demands play and how thghtnimpact, for example, the PHO’s

identity.

Regarding the ‘for what’ aspect of accountabilidyrange of literature suggested that
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commentators have described a dichotomy: accouityafoir performance of delegated
tasks (outputs) and for achieving the organisasiomirpose (outcomes). This latter
requires the organisation to negotiate with stakkdie to manage their expectations
proactively. The process and ‘how’ — some toolaafountability — have been suggested.
Chapter 5 outlines a methodology from which PH@®lementation of the requirement

to be ‘fully and openly accountable’ will be obsedvand analysed.
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5. RESEARCH METHODOLOGY

5.1. Introduction

In order to achieve the research objectives, aaliiee review has been presented in
Chapter 4 to locate gaps in the field of researdh ta link accountability theory to the
Primary Health Organisation (PHO) environment. didiion, general document studies
in respect of primary health care options and thraposition of New ZealandBrimary
Health Care Strategyave been presented in Chapters 2 and 3. Thegaduspecific
document reviews are presented in the followingptdra through the case study data,
which comprise the empirical stage of this reseafths chapter provides an argument
for the particular methodology chosen and othersitats made about gathering and

analysing empirical data for this research.

5.2. Epistemology and theoretical perspective

5.2.1. Social constructionism

The aim of this research is to examine how PHOshtmagmply effectively with the

requirement under thierimary Health Care Strategy be ‘fully and openly accountable’
to multiple stakeholders. Accountability is a sbatanstruct, rather than a naturally
occurring phenomenon. Therefore, both the accouiyaboncept and the role of the
PHO are defined through metaphors that highlightidar functional aspects of these
concepts, while hiding others (Morgan, 1988). Ithe position of this researcher that
these complex notions can be represented onlyaflgréind are themselves subjectively
co-created between the researcher and the resdaildierefore social constructionism is

the subjectivist epistemology underpinning thiseeesh (Denzin & Lincoln, 2003).

The constructionist epistemology takes a relatipgsition in arguing that interpretations
of the world are influenced by subjectively expeced contextual factors (Crotty, 1998).
In making sense of the multiple realities that gxike researcher explores commonly
agreed subjective concepts in addition to meaniagached to objects. Social
constructionism may encourage reification of olgemmd concepts as a way of dealing
with complexity (Allard-Poesi, 2005). For exampdecountability may become an end in
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itself rather than a relationship and an accoumgesformance; or a District Health Board
(DHB) may be portrayed as a powerful ruler irrespecof DHB staff-to-PHO staff

relationships. Peeling away such reification bylexpg interactions, may lead to new
understandings of concepts (such as accountabith@t can be ambiguous and

inconsistent in practice (Prasad, 2005).

Morgan (1988) called upon accounting researcheisotoe to grips’ with the limitations
of partial, realist views of complex realities aondecognise multiple socially constructed
meanings applied by humans as they interpret thrdwvio which they live and work. An
acceptance of multiple (relativist) views meand tacial constructionism contrasts to
positivism — a realist view that understands theldvas objectively observable and
testable through value-free research by seekirexpdain and predict behaviour (Ryan,
Scapens, & Theobald, 1992). A further contrast aristructionism is that, rather than
seeking causal linkages, naturalistic, contextubdiged methods are used to ask ‘how’

and ‘why’ questions.

The researcher’s interpretation is molded by sada@raction, thus construction is not
purely individualistic but arises intrinsically fro the culture being studied (Geertz,
1993). Culture, represented by meaningful symbaditons, selects and organises human
experience so that individuals and groups can rsakee of their lives (Rosaldo, 1989).
Agar (1996, p.236) suggests that culture “is nohetihing people hayet is something
that fills spaces between them.” Wherever groups ffor example at national, regional,
community or organisational levels), cultures eeolVhus, differences between people’s
experiences can be mediated through culture whscltontextually situated and is
‘visible’ through description, rich with metaphdihese metaphors, although reductionist,

provide access to core concepts (Morgan & Willmb@Q3).

Accountability, a subjectively socially constructedncept, is culturally specific in
respect of;inter alia, expectations, discharge and sanctions. In additRHOs, New
Zealand specific organisations, have subjectivelystructed confines. While each PHO
has a legal form, the reach of the influence ot¢herganisations extends beyond that
legal form in the manner of most organisations @4in1988). As relatively new
institutions, PHOs are also in the process of miagldheir own organisational cultural

traits.
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5.2.2. The interpretive tradition

A deeper understanding of the manner in which auaduility is socially constructed in
practice will be assisted by analysing relevanbtheTheories may present alternative
views of reality (Humphrey & Scapens, 1996). Intetiye researchers frequently analyse
dynamic organisations (Klein & Myers, 1999). Thdenpretive tradition provides a
perspective from which researchers may interprat, umderstand participants’
construction of their temporally-bound and contégpendent social meanings (Searcy &
Mentzer, 2003). Using an interpretive perspectihe, researcher explores the actors’
understandings of these actions and cultural abjéCtotty, 1998). Thus, the personal
bias of the researcher will affect the report amelspntation as the researcher analyses
cultural artifacts, to understand the subjectivalyated contextual world, rather than the
people themselves (Geertz, 1993). As a CharteremuAtant with experience in small
businessé®’ as well as in not-for-profit organisations (in wotary treasurer and board
positions) and now as a teacher and researchelielb that accounting has an important
internal function as well as an external commuinecatunction. Following on from my
Masters thesis, | have been exploring the mannevhich not-for-profit organisations
can communicate effectively with stakeholders in4financial terms, especially through
their Annual General Meetings. In that observati@sed study, | found the discharge of
accountability to be contextually bound.

Viewing empirical data of accountability processesugh an interpretive lens may
inform theoretical constructs (Ospina & Dodge, 200Burther, Ryanet al. (1992)

confirm that the dissemination of the findings @intextual pragmatist research using
interpretivist perspectives can assist practitisterperform in a more informed manner.
Therefore, although change is not the prime basigterpretive research (Crotty, 1998),

greater understanding will effect change.

As this research is concerned with how PHOs implenaecountability, or how PHOs
construct meaning from their actions and employs¢haneanings to discharge
‘accountability’ to multiple stakeholders withinetldynamic primary health care sector,

accountability provides an appropriate theoretipatspective for understanding the

18 particularly, before | was employed in tertiamgtitutions, as a Finance Manager of an innovaja®
supply company and previously as a Member of thes Mealand Stock Exchange in my role as
General Manager of a discount sharebroker.
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meanings constructed by PHOs and their stakeholders

5.2.3. Theory development

Theory may be understood in positivist researctoraered explanations with widely
generalisable predictions. However, Llewellyn (20@8gued that theory is broader,
especially in respect of qualitative, interpretivesearch of contextually related
phenomena. Theories are applied to contestable ingsawlerived from: individuals’
sensemaking, inter-relationships of events, and ¢héural and historic context
(Llewellyn, 2003). In addition, theory is a rhetmi device to interpret data and convince
the research community as to the validity of theeagcher’s findings and interpretations
(Humphrey & Scapens, 1996). Applying theory prosiderder to analysis, explains
ambiguity and provides a resource base for socmhngunication and reflection.
Accordingly, theory, as a conceptual framing of thenan experience, is understood at
different levels: from fundamental and ubiquitowkeds through to abstract notions
divorced from empirical data, and:
e grounds meaning in metaphors;
» categorises similarities and differences;
* introduces new concepts in order to discuss pictievelopments in the world
(or develop existing concepts, such as has occwitbdaccountability’);
» explains the wider setting and contexts, especiallyelation to organising and
organisations;

» theorises grandly as meta-narrative (Llewellyn,300

Searcy and Mentzer (2003, p.142), in acknowleddgimey need for theoretical insight,
state: “[t]he successful researcher is the one vdronot only find a research problem,
but also can define and develop theories to exmaith solve the problem where the
existing fund of knowledge is insufficient.” Howayethis theory development is
therefore not a linear transformation of meaningf, dn interpretation of empirical data
against current theory and issues that arise (B&r@tley, 2004). Consequently, data
collection, assessment and analysis form an itergiocess, with ongoing reflection and
development (Ahrens & Chapman, 2006). These réflestmay be written as analytical
memos to help to understand the nexus betweenatiacathid the theoretical contribution
(Marshall, 2002).
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O’Dwyer (2004) explained that data analysis wakrae step process: of data reduction,
data display and data interpretation. Data redodi@an open coding of raw data such as
recordings of interviews, field notes on site @siind diary notes. It involves recording
initial summary themes emphasising contextual mgion, then reflecting on the data
and searching for patterns of meaning. Areas diifsig@nce are coded in ‘synoptical
comparisons’ representing systematic associationsdiferences, iteratively checking
the application of the codes against the raw datacdnsistency and reliability (Kelle,
2004).

The second phase is described by O’'Dwyer (2004)ate display. This process involves
reducing the open coding into core codes, seekirthdr themes and theory development
by being open to a deeper understanding of the @aia may be accomplished through,
inter alia, computer-assisted programs, tables or mind-majdl dhta collected. Ahrens
and Dent (1998) describe this phase as searchingatterns, synthesizing observations,
examining and re-examining material to ensure ttiat'patterns adequately represent the

observed world and are not merely a product of [@veewer’s] imagination” (p. 9).

Computerised databases offer “the possibility ofren@fficient data coding and

management than had previously been available” Mk, 2002, p.58) and have been
used by a number of accounting researchers tovd#althe messiness of ethnographic
data (e.g. Eller, 2005; Parker & Roffey, 1997). W$an electronic database can speed
the administrative aspects of coding and the rekearcan use more indices than is
practically possible in a manual coding system.nBeable to extract audit trails of

changes (Kelle, 2004), password protect and ba¢kapdata are extra safeguards to
interviewees, as well as to the researcher. Theeaanumber of computer-assisted
programs, but NVivo was recommended and available suitable system for use in this
research. In addition to the benefits listed abdegga in NVivo can be searched, retrieved

and displayed in matrix and graphic formats morlg#han in a manual coding system.

However, there is concern that computer-assistetingomay reduce creativity by
‘forcing’ data into positivist-type causal relat®ofMarshall, 2002). In order to deal with
these concerns, | transcribed all recorded eveetbatim (meetings and interviews),
entailing listening and re-listening to the recagh. As these were digital, they were able

to be returned to often. The transcripts were coaledl a set of codes developed that
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included those emanating from the literature aral datal™® No automatic (machine)
coding was used and, as an iterative project,rdgsarch involved previously unrelated
codes being merged or related to similar concejpisrevthey overlapped. Also, other
codes were extended to deal with the same condbptsmay have initially been

expressed in different terms. As well, memos weezfor reflection and to link data.

Data interpretation is the third phase of datamislto extrapolate possible findings to
other situations (O'Dwyer, 2004). Through continaleda immersion and reviewing the
data reductions and data displays, a ‘thick’ desom of the findings is formulated.

Events and narratives from the field link to theimed conversations (Ahrens & Dent,
1998) so that finally, by applying the chosen tletioal lens to interpret the data, a

narrative is constructed (O'Dwyer, 2004).

Through narrative or report writing, the researddtares their insights with the academic
and wider community allowing readers to assessdahasoning of their conclusions and to
convey the cultural understandings from the res$esites to readers from other culture/s
(Angrosino & Mays de Perez, 2003). Demonstratingv tbe research subject was
identified and describing the enquiry may also shomedibility and underpin the

reliability of the theoretical insights (Marshall ossman, 1999; Strauss & Corbin,
1990). (In this study, these explanations have beqguhis chapter and will continue in

the remaining chapters.)

A key objective in the design of this research teake able to make recommendations in
respect of the implementation of accountabilityPiHOs both to policy makers and those
involved in the practice of accountability. Idegiifg links between theory and practice
makes this a pragmatist endeavour. Understandiggnational meanings requires an
exploration of the relevant cultural symbols, thiie research lends itself to qualitative,
rather than quantitative analysis. For this reasonethnographic methodology drawn
from the study of culture (Baszanger & Dodier, 20i34considered to be an appropriate
methodology to employ in order to gain an undexitamof the empirical data in relation

to the research question.

119 |In addition, all transcripts were returned to ititerviewee for comment and changes where negessar
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5.3. Research methodology

Applying an ethnographic methodology requires tlesearcher to observe social
phenomena as though they are unfamiliar with tHei@ with the aim of grasping the
perspective of those who are being observed. Assymultural strangeness assists the
researcher to document the perspectives and practit the people involved in that
culture (Crotty, 1998). As the ethnographic methody continually questions what
seems obvious, it moves beyond an individual's g@ions so that the researcher may
portray events from the view of the actors as maghpossible (Erickson, 1984; Patton,
2002). This is likely to involve presenting contabimeanings in today’s hybrid cultures
(Angrosino & Mays de Perez, 2003).

Historically, anthropologists have studied the pagéuals, non-Western traditions and
other acts of ‘strangeness’ of ‘the other’ and cared them to more familiar cultures. In
accounting and accountability literature reviewedthis study, Ahrens (1996) is one of
the few researchers who specifically compared qummes of accountability in particular
organisations from two national cultures: Germad Bnglish. More broadly, the rise of
cross-national studies in accounting has led tcamsbon the issue of culture. In this
respect, researchers such as Gray (1988) have yadpldofstede’s cultural indices to
categorise nation states as single-culture sitgenerate cultural generalisations. As this
type of research has been rejected in anthropoéogl sociology, Baskerville (2005;
2003) called for more in-depth accounting researtb reasons for differences in

accounting practice. Ahrens and Chapman (2006)uwoed with her position.

Although the current study is not across diffeneations, it should not be expected that
the research into solely New Zealand organisatisash as PHOSs, will find one ‘culture’
shared by all organisations, nor even within thess. These organisations and their
communities to whom they discharge accountability mave different backgrounds and
expectations, depicting different cultural trait®tween and among these hybrid
organisations. Therefore it is expected that tlseganisations and communities have the

potential to be culturally dissimilar and ‘strange’

However, each PHO and community is in New Zealémel country in which | was born

and have lived most of my life. It may be arguedttthese cannot be ‘strange’ sites.
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While there has been some scepticism as to whathesearcher can research their ‘own’
culture, Czarniaswka (1998) confirms that modem alathropological pursuits are more
likely to include the study of people who are equal superiors as ‘symmetrical

anthropology’, rather than studies of ‘lost tribes’

Anthropologists seeking to undertake ethnograpésearch have been required to have
long periods of immersion to learn the ‘native’ dalage. Ahrens and Chapman (2006,
p.830) stated: “many elements of that which acdogntesearchers seek to understand
when they visit an organisational site is alreadgwn to them” due to their professional

training and experience. Thus, prior understandsuggiest more of an ‘emic’ (member)

viewpoint rather than an ‘etic’ approach, leadiagrtore timely ethnographic studies due
to the researcher’s prior immersion in accountiAgcombination of both ‘emic’ and

‘etic’ approaches will enrich the analysis (Effe&Hopper, 2007).

Ethnographic research needs to move beyond meceitems if the role of theory is to
be privileged as theaison d’étre of academic research (Ahrens & Chapman, 2006).
When derived from ethnographic studies, theorynisgrally contextually bound as: “in
ethnography, the office of theory is to provide @cabulary in which what symbolic
action has to say about itself — that is, aboutrtte of culture in human life — can be
expressed” (Geertz, 1993, p.27). As such, theory beabuilt from scratch or existing
theoretical insights may become more establishedyeoextended. Multiple existing
theories can deepen the understanding of empineséarch. However theoretical
understandings will always be provisional (Humph&yscapens, 1996) especially as
cultural universals do not exist and ethnographicliss seek to theorise, rather than

generalise, cultural sites (Baskerville, 2003).

Parker and Roffey (1997) and Baszangar and Do&i@d4) noted that an ethnography
incorporating the researcher’s understanding intiaddto participants’ interactions is a
‘combinative ethnography’ which has been incredgirgmployed by researchers in
observing accounting in society and specificallyaogountability studies (Ahrens, 1996;
O'Dwyer & Unerman, 2006; Sinclair, 1995). The halhiks of this research are that it is:

* representational (providing narratives and context)

* interpretive (in the way it makes comparisons amdrprets culture);
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* rhetorical (as it places textual order on the dosrld researched) (Jonsson &
Macintosh, 1997).

This subjective exercise uses knowledge as coralixtoased, rather than independent of
context and objectively derived. In terms of thetmes (or means) to meet the end goal
of understanding the research question, SearcyMetzer (2003) note interpretive
researchers working within social constructionignd fgreat utility from case studies.
These include direct participation, observatiord andepth interviews as ethnographic

methods.

5.4. Research method - the case study

“Studies focusing on society and culture, whethgrap, a program, or an organization,
typically espouse some sort cdise studyas an overall strategy” (Marshall & Rossman,
1999). In addition, case studies are considerdzktmeal to answer the *how’ and ‘why’
questions of research (Yin, 2003) as they providd, r context-dependent data.
(Flyvbjerg, 2004), to provide a holistic approach arganisational construction of
meaning in relation to a cultural and environmestdting (Marshall & Rossman, 1999,
p.61).'* This is especially so where the understandingasfiqular practices is under-
developed. Yin (2003) defined a case study as relsemmprising an empirical enquiry
that:
* investigates a contemporary phenomenon within résl-life’ context [as the
PHOs in this research (see Section 5.5)];
* has ill-defined contextual-phenomenon boundarigBH® is an organisation that
is responsible for purchasing first level GP andeotservices for patients that
belong to it, but patients’ primary relationshipe aith their GPs);

» uses multiple sources of evidence (as discusseavpel

Case studies are becoming increasingly popularaémounting studies as researchers
respond to calls to study accounting in its prattsetting in dynamic situations (Irvine &
Gaffikin, 2006; Ryanet al, 1992). However, Scapens (2004) noted that casdiest
remain controversial and require clear researcltgues, a thorough understanding of the

literature, and a well formulated research deslgterpretive case studies can provide

120 Emphasis in original.
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rich understandings of accounting practice and el elop and extend theory (Scapens,
2004).

5.4.1. Case study cautions

Despite the usefulness of case study research Ilfp tbeanswer ‘how’ and ‘why’
questions, such research is not without its drakddcvine and Gaffikin (2006) confirm
that qualitative research is messy, due to linutegiin the context, confidentiality issues
and the negotiated identity and understanding ef risearcher. One reason for this
messiness and a consequence of the ‘real-lifeexdnis the role of negotiation necessary
in case study research. In fact, Berry and Otl@p42 note that the ‘problem’ of access to
study domains is a key compromise in qualitativeea@search that must be accepted for
theory to be built. Czarniawska (1997) also recomhee that, due to the relative lack of
researcher control that exists in these ‘real-iettings and the way that the confines of
the case unfold as the study progresses, researsheuld remain open to evolving

issues.

One limitation to access can be concerns for centfidlity. Even when confidential data
is able to be accessed, reporting of that datalmedymited (Ryaret al, 1992). This was

the experience explained by Irvine and GaffikinQ@0where access to confidential data,
availability of staff and issues of divulging theganisation’s identity, all impinged on the
theoretical reflections arising from the resear&thical concerns and protection of
identity were also concerns in this research anttd@pproval was obtained from the

appropriate University Ethics Committee beforeehwpirical research commenced.

In addition, understanding the data as a socialn@inenon is dependent on the
researcher’s recording (Irvine & Gaffikin, 2006) a®ll as the negotiated situational
identity. In this research, some meetings were len&b be recorded, or notes made
concurrently, due to sensitivity of the attendegserefore field notes, which are reliant
on the researcher's memory, were used more extdypsin these cases. In addition,
access to confidential documents and discussions: veéso limited. These are

acknowledged limitations.

Actively seeking out case study sites, planning andertaking interviews, observing

144



meetings and accessing confidential data, are psesehat are negotiated collaboratively
and will depend not only on individuals’ backgrosndnd experience, but also the
worthiness of the research and the rapport gertetatehe ethnographer (Angrosino &

Mays de Perez, 2003). Such interpersonal interattimgs richness to the research.

5.4.2. Case study selection

The strength of case studies is the in-depth obfiens to build and enrich theory
through a fresh perspective. The opportunity tovjgi® ‘thick’ or rich ethnographic data
from case studies highlights particularities andoisistencies and differentiates sites
(Ahrens & Dent, 1998). But Eisenhardt (1989) nateat the richness of case study data
may mean that the ensuing theory development heretbo complex or idiosyncratic if
there is an attempt to encapsulate all data gatherlis is because contextually
dependent evidence generates limitless inter-oglatimaking it difficult to define the
subject matter boundaries (Ryahal, 1992). To reduce ‘information overload’ a case
study’s context may be limited to a particular aspehilst ensuring it does not ignore
‘inconvenient’ data (Ahrens & Chapman, 2006). linportant that the researcher is open
to emergent issues (Seale, Gobo, Gubrium, & Silaern2004) although defining the
research focus and research question before bagirthe case study may reduce data
overload (Eisenhardt, 1989). However, the focus nemd to be adapted as conditions for
access and data accessibility are negotiated.cBlarly in this research, as noted in
Section 5.5.3., one case study PHO did not alloeess to consultations it held with
certain of its communities. Therefore, a rangetbkeodata was sourced from the groups
which were analysed to be that PHO’s prime stalkddiel Access to some of these

groups was subiject to further negotiation as teearch progressed.

A single case study, when the researcher can gaieep appreciation of one setting,
potentially provides the richest data, generatpecsgic implications and theory (Klein &

Myers, 1999). However, the findings from one etlmapyic study may not be construed
as being able to provide significant learning ihssgacross whole populations. Multiple
case studies with divergent properties may cortgibiw theory development when
patterns are found across different case studigshjerg, 2004). For example, Ahrens
(1996) undertook two case studies in different ¢oes to explore the construction of
accountability and Eller's (2005) study of four labcAuthorities across two different
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countries was also able to highlight similaritiesl alifferences useful for building theory.

The ethnographic research conducted by Osglirh (2002) observed how leaders in one
hundred different organisations balanced multiplakeholders to deliver effective

accountability (a number of researchers were engolay this programme of study).

Czarniawska (1997) built her theoretical insighttiorganisational change from over
twenty organisations, again employing more than oesearcher in the process.
Eisenhardt (1998) suggested four to nine casespoaride opportunity for depth and

theory development, especially when only one redesatris involved.

Ahrens and Dent (1989) warn that extending the rermob cases to five or more, makes
dissemination of findings to the academic communigry difficult, due to space
constraints. Further, they suggest that increasiagiumber of cases arbitrarily may harm
the likelihood of the researcher gaining rich tletioal insights. Small samples provide
the opportunity for contextual depth and a deepgpreciation of the accounting
discipline in social settings as they allow a clesgagement with a rich research field.
Theory may be developed when findings are appleedore than one case. Selecting
cases in order to lead to theory development &aldifferent choices than those taken if
generalisability to a larger population is the g@atapens, 2004). Ryaat al. (2003)
suggest that, in interpretivist research seekingexttend theory to a different set of
circumstances, the selection of critical incidemtscases that are at the extremes of the

population may be most appropriate.

5.4.3. Case study methods

In addition to multiple case studies, the use oftiple methods has been advocated as a
way to corroborate assumptions reached from therprétation of ethnographic case
study data. Yin (1992) terms this method ‘triangjold, where multiple data sources
such as observation, interviews and reviews of od@uation combine to reach a valid
research conclusion. Multiple sources of evidenmowide for more robust assessment of
the data to corroborate the findings of the casdias. Yet, Ahrens and Chapman (2006)
argue that this presumes an objective reality that interpretive tradition does not
support. Instead, as suggested by Denzin and Lin@803) triangulation — the use of
multiple methods — may add rigour, breadth and ldept qualitative research as the
researcher iteratively seeks to generate a plausitidetween the data, the theory and the
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problem. When the actors’ voices are heard, theleraan analyse those voices
separately from the researcher’s theoretical isterto assess the rigour of the research
process. Accordingly, multiple methods deepen tbsearcher's knowledge of the

organisation and may:

» facilitate data collection (for example a writteequest for annual reports and
dates of AGMs, observation of meetings, analysisfioéncial reports and
interviews) guided by prior theory and other obaéons;

* be complementary to one another to provide diffendaws of the research
question (where checklists against processes mmplement observation and
interviews) (Brannen, 2004).

So as to be of maximum usefulness to the reseaadhicipants, employing multiple
informants or interviewees will also provide a foohtriangulation (Dodge, Ospina, &
Foldy, 2005). Interviews are social encounters (®gp2004) enabling both the
researcher and the interviewee to analyse evemtshenconstruction of social reality.
Interviewees may represent their own views or thafstheir organisation, although the
researcher should also work with the intervieweedstruct a reality through dialogical
negotiation (Denzin & Lincoln, 2003). Structurederviews, with pre-set questions, are
of limited value in exploring deep understandinggtegat case studies typically use semi-
structured and unstructured interviews in ordefltoninate how people in organisations
make sense of their actions (Czarniawska, 1998ndn& Gaffikin, 2006). In-depth
interviews are most likely to be useful in termsttué particular project, to discern what

individuals believe PHO accountability means tarthe

A second method is direct observation, iorsitu study. In much the same way as
interviews are collaborative, so is observationthdligh observation may include

endogenous behaviour, the dynamics will be shapgedhk researcher’'s presence.
Accessibility may also be restricted by the redears membership role in the case study
organisation, which can range from peripheral, ugfo active, to being a complete

member researcher. Similarly to Eller (2005), 8tisdy focuses more towards peripheral
member research, where the ethnographer does ricigte in activities that are core to

membership in the case study organisations. Fompba although able to attend

community meetings, | was not a member of the PEl@sen for case study sites and did
not have a relationship with a particular Generacktioner (GP) in those PHOs.
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However, in one case study site my enquiry aboutA&3M began a series of
organisational conversations about engagement stikeholders that otherwise might
not have occurred. Hence, the researcher's enguame observations gleaned in this
manner are not neutral, but involve collaborativelerstandings (Denzin & Lincoln,
2003). Observations from meetings provide dataniet corroborate (or otherwise) that
gleaned from interviews, especially when these mgegtprovide evidence of how PHOs

interact with their stakeholders.

Covaleski and Dirsmith (1990) confirm that socialgonstructed meanings are
constructed over a long period and therefore casgysmethods include combining
archival data with interview and observation datgtovide a more holistic view of the
organisation. Field notes of access negotiationSMA and community consultation
meetings and interviews will also assist. Documiexniews of government policy provide
a contextual base to this study, while specificaaigational documents such as: the
organisation’s founding documents, contracts betwtbe organisation and purchasers,
annual reports and internet sites all provide $jgegnderstandings of the research sites.
With the exception of my own field notes, writteocdments are separated from the
author and therefore provide an external (non-memberspective of the organisation.
However, they also raise the issue of why they weoeluced and what functions they
may perform. The content of these accountabilitgutieents will be analysed against
current regulation (as outlined in Chapter 4), ddiion to their narratives of PHO'’s

performance.

The combination of observation, interviews and doent reviews in a case study can be
endless, however it is necessary to limit the ctibe of data to that which is relevant to
the theory and initial questions. When the emplinitzsia ceases to provide new linkages
(either supportive or contradictory) in the theatgveloped, theoretical saturation is
reached and direct data collection should ceasee(h& Dent, 1998). Indirect data
collection continues as those being researchegrareded with opportunities to review
and feed back on the research findings.

5.5. The PHOs in this research

In respect of this research, the desire to genaraights useful for practitioners provided
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an argument against choosing only one PHO for sasty research. However, a single
researcher is limited in scope to a small numberases and it was not practical to study
all 80 PHOs existing in a number of organisatiofmans in New Zealand. From the
arguments by Scapens (2004) for multiple studieserthardt (1989) for between four
and nine and Ahrens and Dent (2006) for less them it was decided that four diverse
PHOs should be selected as case studies. By igegtiforganisations that held
characteristics more marked than the norm, it wgsetl that theoretical insights would
be at least partially applicable to other PHOs.e&hstages of selection were followed in
order to achieve this aim. These were:

i. General search and sorting;

ii. Pilot AGM study;

lii. Selected approaches to PHOs.

5.5.1. General search and sorting

A spreadsheet was obtained from the Ministry of [theaith a set of pivot tables that
enabled data relating to PHO enrolments at 1 A6 to be analysed. In addition, data
available from the PHO Yearbook (Ministry of Heal#©05b), PHO websites and other
PHO specific data was analysed in order to idengitreme PHO cases. The
characteristics of the PHOs were sorted on thevatlg lines'*
» the 2006 level of funding (Access or Interim), degent on the New Zealand
Deprivation Index quintile of PHO members’ residesic
* whether the PHO was small (with a population oflédsan 20,000), medium
(population between 20,000 and 75,000), or largpfation over 75,000); how
many General Practices and GPs were contracteaet®HO (where able to be
ascertained);
* the location of the PHO in a predominantly urbaixed or rural area;
» the relative ethnic mix of the PHOs’ members coraddo the national averages;
» the relative age groupings of the PHOs members pesed to the national
average, then re-sorted by Access and Interim {(oeadh funding levels;

* organisational type.

121 For more detail, see Appendix 5.
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Under thePrimary Health Care StrategiMinister of Health, 2001), PHO capitation has
been based on members’ socio-economic status @ndutmnber of members (size). The
main factors for selecting PHOs, therefore, wehe: $ocio-economic extremes of the
members (PHOs with predominantly more members imtidges 5 or quintile 1) and
whether the PHO was large or small. Further, corscef the Strategy were addressed by
refining the initial selection on measures suchetimic diversity and age diversity. In
addition a mix of city and non-city PHOs was soughtorder ascertain challenges
between small communities and cities. A final ainthe selection was to include a range
of organisational types. This reduced the selectm37 PHOS?* From these, it was
decided that eight could be selected for initiaitact from which to draw the final four
case studies. The aim was to obtain publicly alsklannual reports and to attend AGMs
or community consultations for eight disparate PHEI4Os with a predominantly M&ori
or Pacific focus were also removed from the sebectiue to differing ethnic conceptions
of accountability. As a New Zealand European, lidweld that my ethnicity was less
likely to cause difficulties in obtaining suitablaccess and that ‘mainstream’
organisations may be more likely to exhibit chagdstics evident in extant accounting

and accountability researé®.

5.5.2. Pilot AGM study

The aim of this stage was to observe the AGMs ghtePHOs that may provide a
database for selection of the four case studiesh Bathe meetings attended in late 2006
were digitally recorded and transcribed and whéerred to in the data analysis chapters

following, are identified as noted in Figure 5-1.

Seventeen PHOs were approached within the parasnefethe selection confines to
obtain eight PHOs for the pilot study of AGMs. Titeenaining nine PHOs did not have
public meetings at which their community could ¢a#m to account and, in many cases,

would not provide annual financial or non-finandiaports upon request.In addition,

122 Of those with a high proportion of members inrdile 4 and 5, 1 was large and 25 were small. From

PHOs with a high proportion of members in quintileand 2, 6 were large and 5 were small.

123 Removing M&ori and Pacific PHOs reduced the grfugmall PHOs that also had a high proportion of

members in quintiles 4 and 5 by a further 13 PHOs.

124 This mirrors the experience of McCardieal. (2004) in their study of 14 PHOs. Douglas (2008pa
noted he could not obtain all financial reportthaligh he did not provide the parameters of higystu
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all PHOs were contacted and asked for their anregadrt and for details of their AGMs

to ascertain whether substitutes could be madendorresponses. In total, 19 annual

reports were obtained but, as noted below, no gutish was required to be made.

Figure 5-1: Organisational characteristics of pilotstudy PHOs

PHO Organisation form Characteristics Public | Meeting site
identification® present?®
PHO 1 Charitable trust (includesLarge, city-based mainly 30 Local function
providers and members ofinterim funded. room
local community)
PHO 3 Charitable trust (includesSmall, Access funded,19 Church in loca
providers and members ofpatients ethnically community
local community) diverse, urban.
PHO 4 Limited liability company Small, mainly Interim| 15 Local community
— shareholders include IPAfunded, patients older, centre
& community health trusts| rurally situated.
PHO 5 Charitable trust (includesLarge, city-based, mainly 22 Management
providers and members ofinterim funded Services
local community) Organisation’s
meeting room
PHO 6 Charitable trust (includesSmall, Interim funded| 10 Local community
medical centre reps. andpatients ethnically centre
members of loca| diverse, urban.
community)
PHO 7 Charitable trust (includesSmall, Access funded,1 Management
providers and members ofpatients mainly Maor Services
local community) and Pacific, urban. Organisation’s
meeting room
PHO 8 Charitable trust (includesLarge, city-based, mainly 18 Local community
providers and members ofinterim funded. centre (marae)
local community)
PHO 9 Charitable trust (includesLarge, mixed city and 14 Local function
providers and members ofrural, mainly Interim room
local community) funded.

The ability to gain access is a key difficulty iocaunting case studies (Irvine & Gaffikin,
2006), as organisations may feel the researchértai# too much time and/or may not
wish to be ‘completely open’. After my request ttead the AGM as part of the wider
study, one PHO would not provide access and wooted saying:

The reason for the decline in your request is that PHO [PHO 18] is a new
PHO ... The timing of your audit on our accountapildystems is too early in
terms of our organisational development. (Persot@hmunication 13 October
2006)

Given that my written request had not mentioned tédren ‘audit’, nor was this the

125 The numbering follows the PHOs identified in s®mwt5.5.3. PHO 2, which did not have a public
AGM, is not included in this figure.

126 These numbers have the researcher and board mseneeoved, but do include providers and other

parties related to the PHO.
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intention, this reaction was unexpected. The inaploms of difficulty in access

negotiations are that the sample successfully dammay effectively be self-selecting and
therefore not representative of the populationsas an impact on whether the findings
can be generalised to other PHOs, but, as thistiem objective of this study, this is a

weakness of the research that can be accepted.

5.5.3. Selected approaches to PHOs

Subsequent to the preliminary AGM visits, Victodaiversity Faculty of Commerce and
Administration ethics approval was obtained andeasavas negotiated with four PHOs
as case studies for this research. PHO 2 (a lintiddility company owned by an IPA)
had not had an open AGM, but offered me accessctranunity consultation to be held
in early 2007 Due to its socio-economic and cultural charadiessand the possibility
of meetings to observe in the study period, it desided to include PHO 2 in the study.
As well as accessibility, the case studies were al®sen to provide a geographical
spread and include organisations that had formedh fboth IPA and community
backgrounds. The PHOs that assented to be usedasttidies were as follows:

* PHO 1 - a large PHO with members that are mairntyylzased, enjoy higher than
average socio-economic conditions (previously nydimlerim funded Practices);

* PHO 2 - a large, city-based PHO with the majorityt® members having lower
than average socio-economic status (previously nferoess funded Practices),
and who are younger than the national averageasl@ahigher proportion of Maori
and Pacific Islanders than the national average,;

* PHO 3 - a small, ethnically diverse, city-based PWith members who have
incomes below the national average (previously ipahecess funded Practices);
and

* PHO 4 — a small, rural PHO with members who enjgihér than average socio-
economic status (previously mainly Interim fundeddéices), and are older than

the national average.

In addition, the PHOs approached and selected gredva structural snapshot as PHO 1
and PHO 3 are charitable trusts and PHO 2 and PHI@ 4mited liability companies.

27 In the event, this community consultation did ee¢ntuate.
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The empirical research was planned to take in twaual financial reporting cycles and
two AGMs (in 2006 and 2007) and to map the procesdeaccountability discharge
during that period. As well, semi-structured intews and document reviews were
undertaken during this period and, as noted, e&theomeetings attended and all of the
interviews were digitally recorded and transcrib@¢ebsite material was also captured.
The majority of documents reviewed were in the udbmain, with the exception that
each PHO also provided me with a copy of their DPFBD accountability report (a
contractual document that has limited circulatiomhe document review provided
information about the expectations of stakeholderh as the DHBs and PHO members,
and also, by reviewing reports on performance, wigmative as to current means by

which accountability is being discharged.

5.5.4. Semi-structured interviews and observations

A number of formal PHO meetings with community weleserved. In addition, in each
PHO, semi-structured interviews were undertakeh Wity stakeholders. By asking what
people perceive accountability to be, this reseg@rdvides a benchmark against which
the discharge of accountability can be judged. gbal was to select stakeholders who
could provide an understanding of the informal dadnal means the PHO uses to
manage stakeholders’ expectations and by stakeisoldecontrol the PHO’s behaviour.
This builds on the theoretical analysis recommenbdgdGlaser and Strauss (1967).
Interviewees were selected to fulfil general catesgoas follows:
» ‘upward’ accountability relationships representeg the relevant DHB staff
member;
* ‘inward’ accountability relationships representgdthe PHO Chief Executive (or
manager), the Board Chair and a spokespersondaqrtviders;
» ‘downward’ accountability relationships represenbgd
a) a member of the media because of the role the nmteaBain providing
urgency to stakeholders’ demands;
b) the Mayor or other elected local representatiVe;

128 At the time the Kaikoura PHO was established, Ntayyor was adamant that he or another political
representative be part of the negotiations as lievieel the local Council could speak for diverse
community interests. The Chair of the PHO Establisht Committee suggested the Mayor may need
to be assisted by someone “who knew something ateaith” (Mitchell, 2006). In being ‘fully and
openly accountable’ PHOs may need to find ways d¢oognise and be held to account by
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c) and d) a representative of an organisation thebmgracting with the PHO
on its Health Promotion activities and another camity member who
also represents a key focus of health funding & BHO or a high-need
health group in the community.

The questions asked in the semi-structured interviwere based on the themes arising
from the literature. They recognised the inherenbiguity of the accountability concept
and the sometimes conflicting demands of stake®lda not-for-profit organisations.
The structured questions comprised the following:
(i) What do you think the role of the PHO is and to mhis it accountable?
(i) Within accountability relationships, what is theykeason for accountability to be
demanded of the PHO?
a) lIs it to control the PHO?
b) Is it to build on extant trust?
(i) How important is it for the PHO to have a sepaidatity (reputation)?
(iv) For what is the PHO accountable?
(v) Inrespect of the process of accountability:
a) What mechanisms are/should be used by the PHO?
b) Are stakeholders able to apply sanctions to the RH®what is the role

of learning in the application of these sanctions?

The interview data and the observations from thetings attended, are analysed in the
following two chapters, firstly by stakeholder gpsu(in Chapter 6) and then by PHO (in
Chapter 7}

Interviewees were also asked “what attributes capa not-for-profit PHO?” The
analysis of this foundational requirement for PHOgresented in Chapter 8.

5.5.5. Case study feedback

In addition to the case study observations and mect reviews, each PHO was provided

democratically elected representatives of their momities.

129 Not all interviewees were able to or wished tovile an answer to all questions and for thisorake
numbers of replies to questions varied. In addjtieplies were not always mutually exclusive.
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with a report including a summary of the initiahdings (both general and specific to
each PHO). While the reports presented a historythef PHOS’ accountability
relationships during the study period, incorpomgtieedback recognised that the research

findings cannot be solely those of the researchdmpaovided further rigour.

5.6. Summary

This chapter has outlined the basis for this resedrhe underlying epistemology for this
interpretive study is social constructionism. Ahreigraphic methodology will be used to
analyse data obtained from four case studies imgudocument studies, semi-structured
interviews and observation of meetings. The rawadabm these empirics will be
analysed and coded to facilitate analysis of tle@aatability demands and the manner in
which PHOs implement in a meaningful way, the regmient to be fully and openly
accountable. In this analysis, the case study wikde grouped and sorted against the
categories drawn from the accountability literatureorder to make a contribution to
relevant theory. In addition, so as not to force ititerpretation of the data to particular
codes, data will be reviewed to check that reley@@nomena have not been excluded
from the codes generated by theory (Kelle, 2004)ivh, a computer-assisted qualitative
data administration program will assist in ‘bookfkiag’ and assigning codes and in
cross-referencing the relationships between théerdifit perspectives on the data

represented by the codes.

The outcome of the negotiations for case study ssc@nd the data analysis of the
document studies, semi-structured interviews arsgiofation of meetings is presented in
the following chapters that consider stakeholdet BRIO viewpoints on accountability,
the structure of the PHOs, and the ramificationsafcountability concepts arising from

these analyses.
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6. VOICES FROM KEY STAKEHOLDERS

6.1. Introduction

As explained in Chapter 5, the data from the sdmitired interviews have been
analysed on the basis of: (i) stakeholders andP(iinary Health Organisations (PHOS).
In this chapter, the views of the stakeholdersraperted; the findings of the interviews
based on the case study PHOs are reported in Chiapte

Four groups of stakeholders were interviewed, ngmel

* District Health Board (DHB) staff (termed ‘DHB Reéps- staff members
responsible for liaising with PHOs on funding issue

* PHO staff/Chairs (termed ‘PHO Reps’) — the Chieké&ixive Officer (CEO) (or
equivalent) and Chairs of the Board of each casgydPHO;

» Contracted providers (termed ‘Provider Reps’) —em&al Practitioner (GP) and a
non-GP provider from each constituent PHO;

e Community (termed ‘Community Reps’) — including nedcommunity members
of PHO Boards, individuals working for organisasodelivering primary health
care services and elected Local Authority represeses.

The interviews sought to ascertain the stakehadmups’ views on determinants of PHO
accountability, in particular, on the following isss:
(i) the role of PHOs and to whom PHOs are ‘fully andrdp accountable’ (Minister
of Health, 2001);
(i) why accountability is demanded of PHOs;
(i) for what PHOs are accountable; and
(iv) the process of accountability: mechanisms by wiihehaccountability of PHOs

may be obtained and sanctions imposed or rewaves gi

As explained in section 6.2, analysis of the stalddrs’ views on the role of PHOs and
to whom they are accountable indicates the exist@ica continuum, extending from
stakeholders who consider that PHOs should giveripri to the needs of their

community at one extreme, to stakeholders who welRHOs should prioritise meeting
the needs of their funding and contracted serviogigers on the other. While there is a
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tendency for the views of the different stakeholgeups to cluster around the centre of
this community-provider continuum, analysis of mtewees’ opinions based on PHOs

rather than stakeholder groups (reported in Chaj)tersults in more distinct differences.

Analysis of interviewees’ responses with respectvlty accountability is demanded of
PHOs signals the existence of another continuumeneing from the view that

accountability is a mechanism for controling PH@t one extreme, to that of
accountability as a mechanism to enhance extast &uthe other. (This control-trust
continuum is discussed in section 6-3.) Mappingdbetrol-trust continuum against the
community-provider continuum and plotting the piosis of the four stakeholder groups
in the resulting quadrants provides insights imi® similarities and differences between

the opinions of the stakeholder groups.

Interviewees’ responses to the question: “for wdrat PHOs accountable?” are diverse
but are related to notions associated with therobtrust continuum. Similarly, in the
final analysis section of this chapter, the rande poocesses (mechanisms and
sanctions/rewards) the stakeholder groups consagh@ropriate for securing PHOS’
accountability indicate that these are relatedhéodommunity-provider continuum.

6.2. The role of PHOs and to whom they are accountable

As a means of establishing a foundation for deteimgi stakeholders’ views as to whom
PHOs are accountable, the interviewees were asked they understood the role of
PHOs to be. Analysis of their responses indicdiag tlthough most of the interviewees
consider that PHOs have a role in catering to texla of both their community and their
providers of funding and/or contracted servicesytbonveyed the belief that PHOs have
primary responsibility to meet the needs of oneugror the other. The stakeholders’

responses are summarised in Figure 6-1 and reportadre detail below.
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Figure 6-1: Stakeholder responses to the questiofig/hat is the role of PHOs?” and “To whom are

PHOs accountable?”

Categories of responses

Stakeholder Group¥

Total
(36)

DHB Reps
(4)

PHO Reps
(8)

Provider
Reps (8)

Community
Reps (16)

No.| %

No.| %

No| %

Nol %

Prioritisation accorded to the community

(i) Delivering a total health service
PHOs are intended to coordinate
primary health care in the community
They are responsible for the totality
health care services in a community

20

(ii) Community-driven
organisations
PHOs are expected to engage with
communities, to have community
representation on their Board and to
use community providers for some
relevant services.

13

(iif) Accountable to the community
PHOs need to discharge
accountability to the community as a
generic term.

- community generally
- enrolled population

- Maori

- taxpayers

- community groups

=W
CD\I@OH

N

100

100
50
50
50
25

P NNDN D

8 | 100

88
13
25
13
13

PR NP

[e¢]

100

88
38

63
50

A OUOTO W
o

100

81
25
31
25
19

[N
w-bm-bw

Prioritisation accorded to the providers
(i) ‘GP-centric’ view on wellness
PHOs provide a framework for
General Practices to roll out addition
services. General Practices are the
‘medical home’ of the population.

al

14

(ii)(a) Following the direction of
their DHB
PHO'’s plans align with their DHB'’s
District Annual and Strategic Plans.

(ii)(b) Supporting General Practice
PHOs should provide administrative
and clinical support to General
Practices.

50

50

50

44

(iif) Accountable to the funder
PHOs must discharge accountability

32

to the funder (as GPs have in the palst)

4 | 100

8 | 100

13 81

130 As noted in Chapter 5, replies are not necdgsanitually exclusive, nor did all stakeholders \ags

all questions. Percentages are worked with the eumbinterviewees as denominator.

159




6.2.1. Prioritisation accorded to the community

(i) PHOs are responsible for delivering a total hea#rvice

As can be seen from Figure 6-1, 20 of the 36 im@rees expressed the view that PHOs
should be responsible for delivering a total healhe service to their community, with
six of the eight PHO representatives sharing ttseormi of PHOs as coordinators (or
integrators) of primary health care services; thestude ‘new’ services (for example,
health promotion programmes) as well as thosetioadilly delivered by GPs. Similar
views were expressed by five of the eight providmresentatives (including one GP),
two of the four DHB, and seven of the 16 commustgkeholder interviewees. Examples
of statements by interviewees conveying this notdb®®HOs as coordinators of a total
primary health care service include the following:

Other than the obvious of providing health serviees see the role of PHOs in the
future as being responsible for, not quite the liptaf health services in terms of
provision but at least considering the provision hedalth services for patient

outcomes and population health, so it is far wistlescope than just primary care
services. It would involve PHOs taking a far moodistic approach to health care

and starting to think about other agencies andrthales. (DHB Rep)

| see the PHO as an opportunity to bring togetheraaiety of different people
working in the broader area of health; all thoseintjs that affect health
determinants. (PHO Rep)

What's important is that for people requiring see$ there’s a seamless
transition amongst the providers of the servicest tthey can access and that
doors are open to them quicker and easier. (Pravirkp)

| think the idea is that PHOs provide all primargdith care so that they’re trying
to integrate all the different players, not juset®Ps but physios, social workers,
midwives and all the primary caregivers. (CommuRigp)

While some interviewees referred to this concephabstic primary health care’, others
used the terms ‘umbrella’ organisation or ‘coortima The concept of PHOs as
‘holistic’ or ‘umbrella’ organisations requires Pld@ have a comprehensive awareness

of their communities’ needs.

(i) PHOs are community-driven organisations

Thirteen of the 36 interviewees went beyond theonodtf PHOs needing to be aware of
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their communities’ needs; they considered thatahe=eds should be the main ‘driver’ of
PHOs’ activities. The following are representaibig¢hese views:

The role of a PHO is that it is a community-drivenganisation that oversees the
primary care services of that community ... To me,ittipportant thing is whether
they are a community-driven organisation. (DHB Rep)

Their role is to prioritise the primary health caie this area and to liaise with the
community to see what they feel it should be. (CamitgnRep)

This group of interviewees explained that commudiiyen organisations were expected
to collaborate with non-governmental organisati&Os) to deliver programmes such
as health promotion and primary mental health sesyi include community
representation on the PHO Board, and consult \ughcommunity.

(i) PHOs are accountable to community

Although 32 of the 36 interviewees indicated th&t(3 should be accountable to the
providers of their funding and/or contracted seesicall 36 interviewees recognised the
community as a primary stakeholder to whom PHOsulshde accountable. The
dichotomy embedded in the views of the intervieweedlustrated by the following
representative examples:

| think [the PHO is] accountable to the communitplpably and responsible for
the money back upwards to the DHB. | mean they thigemoney. The PHO is
accountable for the money, but actually | thinlsivery responsible for what goes
on in the community — the total health packagdenxdommunity. (Provider Rep)

The PHO has to be accountable to community. Obljotleey have to be
accountable to government because that's wheraritieey comes from. So they
have to be accountable upwards, but they have tacseuntable down to us, |
mean we are the people who they should be askiogtdiow they spend it [the
funds provided by the community]. (Community Rep)

Figure 6-1 shows that, although all 36 intervieweessidered that PHOs should be
accountable to ‘the community’, their views on whlaé community’ comprises differed
quite markedly. Some (particularly the DHB and caumnity representatives) segregated
‘community’ into a number of groups; they recogdisen particular, enrolled

populations, Maori, taxpayers, and community grauegresented by NGOSs).

Thirty-one of the 36 interviewees expressed thevuieat PHOs are accountable to the

community generally. They stated, for example:
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| believe the PHO is accountable to the commurtitarge. Now some of them are
the enrolled population and some of them aren’tabee there’s all this cross
boundary stuff. (PHO Rep)

The PHO is responsible to its enrolled populatian, lif it's going out to do some
preventative work, like a thing on obesity, the PeD't just say, “we’ll deal with
you, because you're one of us but not with yow:rgahe one that really needs it
but you’re not actually enrolled.” So PHO accounildip has got to be community
wide. (Provider Rep)

| guess they are only funded for their enrolled oamity but | think the basis of
PHOs was to benefit the health of all New Zealasdsr | think that it perhaps
should be a bit broader. (Community Rep)

| think the PHO accountability is wider than ther@lfed patients — it's the whole
population. (Community Rep)

As explained in Chapter 3, PHO funding is calcwatet on a ‘community’ basis but on
the population enrolled with the General Practicestracted to the PHO. It is not
surprising, therefore, that 10 of the 36 intervieseonveyed the notion that ‘community’
is synonymous with PHOs’ enrolled populations. Egample, one PHO representative
noted:

On one level the PHO is accountable to the DHBdvk the community is kind of
a nebulous concept in some ways, but | still thirlk PHO is accountable to its
enrolled population because it's actually their regn(PHO Rep)

Along similar lines, a DHB staff member explained:

As a DHB, we’d hold them [PHOs] accountable to thegirolled population. The

Ministry of Health would think they’re accountalitetheir enrolled population —

if push came to shove, that's what it would be. \Beitknow that the intent of the
Strategy is to take a broader approach. (DHB Rep)

This last statement reflects a perceived tensitwden the intent and implementation of
thePrimary Health Care Strategyrhis is explored further in Chapter 9.

Nine of the 36 interviewees who stated that PH@sa&countable to the community in
general also specified that PHOs have an obligatiwster the Treaty of Waitangi (the
Treaty) to be accountable to Maori. In the viewtladse stakeholders, the importance of
honouring the Treaty obligation for Pak&hand Maori to work together as partners in
New Zealand’s bi-cultural society combines with tRemary Health Care Strategy

requirement that PHOs should target Méaori (who testly rank poorly in health

131 pakeha refers to New Zealanders of British aoRean ancestry who settled in New Zealand.
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statistics) to indicate that priority should be @ced to Maori. For example, one
community representative noted:

Well | think they would say they are accountablehi® whole population but the
priority must be to Maori. (Community Rep)

As will be explained in the following chapter, PH®ave particular challenges in
discharging their accountability to M&ori.

Six of the nine interviewees who specified that BHDould be accountable to Maori,
together with one other interviewee, also expresisediew that PHOs are accountable to
taxpayers. These interviewees noted, for example:

They’re accountable to the public in general. Thatbu and | — the people who
pay taxes. (DHB Rep)

It's [the PHO is] accountable to the public becaute spending public money
and providing public services. (PHO Rep)

So when you think about it, it may be more [that FHO is accountable to] the
general people in New Zealand. The Ministry anditB are theoretically there
to represent the people as they are agents of theergment aren’t they?
(Provider Rep)

This last observation conveys the view that PH@samcountable to taxpayers (or the
general public) but the latter rely on the provedef taxpayers’ funds to the PHOs (i.e.
the Ministry of Health and District Health Board&) ensure that PHOs are held
accountable for the responsible use of those fuHis. suggestion is more fully explored
in Chapter 9.

6.2.2. Prioritisation accorded to providers

In the introduction to this chapter it was notedttthe interviewees tended to voice two
alternative views, namely, that PHOs should acgwoiarity to meeting the needs of (i)
their community or (ii) the providers of their fusmiénd/or contracted services. In this
section stakeholders’ views in respect of PHOspoesibility to their funding and

services providers are examined.

(i) PHOs are responsible for a ‘GP-centric’ view on lneks

From Figure 6-1 it may be seen that 14 of the 8&rurewees (including five of the eight

163



contracted providet¥) seem to perceive health care service providets RIHOs as
synonymous. Thus, they considered that PHOs su@istas the ‘medical homes’ of the
population; or, as termed by one of these intergesy PHOs are ‘GP-centric’. To an
extent, this results in a change in the locus ahesdareatment. For example, one
interviewee observed:

A lot of what the PHO does in the community usdaetdone in the hospital. If it

can care for them in the community, in their honoeghey can come and see their
GP without having to go to a hospital, | think tbatcomes are actually more

favourable. (Provider Rep)

The provider representatives also noted that Rhenary Health Care Strategyas
resulted in a shift from an ‘iliness’ to a ‘wellredocus. A number of the community
stakeholders shared this viewpoint and expressadng the following lines:

The PHO is a wellness clinic rather than somewhgya go when you are ill.
(Community Rep)

The PHO has a focus on prevention and wellnessratian illness and [receives
a] funding formulae to prevent illness and pass #®&ings on to people.
(Community Rep)

The implication from these interviews, that PHOs aynonymous with their contracted
service providers and are ‘GP-centric,” possiblutts from the manner in which PHOs’

funding lines are based on patient/GP enrolment.

(i) PHOs should follow the direction of their DHB

Two of the four DHB representatives, three of tighePHO interviewees, and four of
the 16 community stakeholders considered that imjsortant for PHOs to follow the
direction of their DHB or the Ministry of Health.h& following are illustrative of the
views expressed:

The PHO is accountable for delivering health outesnto the community ... in
line with the Primary Health Care Strategy whichndine with the DHB District
Annual Plan which should be in line with the DHB'ssiness Plans. (PHO Rep)

| think the role of the PHO is really two ways -sitictually agreeing to do
something for [the DHB] and then ensuring thatancactually deliver it. So [it's
the PHO] actually agreeing to a contract, makingesit delivers it and then is
accountable — [the PHO is] the conduit to make suteppens and the buck will
stop with it. (Community Rep)

132 Including all of the GPs.
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These comments are reflective of the primary hezdtle system that existed prior to the

introduction of thePrimary Health Care Strategy

(i) PHOs should support General Practice

As shown in Figure 6-1, four of the eight provideerviewees, three community and one
PHO representative expressed the opinion that PsthOsld have as a priority meeting
the needs of health care service providers. Theyldhachieve this by, for example,
providing support and assistance to their constit@eneral Practices and their GPs and,
possibly, lobbying on behalf of their GPs for iremsed funding. Such views were
expressed as follows:

The PHO supports the GPs very strongly - it's abmaintaining the viability of
primary care services. The [PHO] Board knows howpantant it is to have a GP
in the community. (PHO Rep)

If a Practice is struggling, they should be ablggtmto the PHO and ask for help.
(Provider Rep)

So my view is that they take care of the Doct@sn{munity Rep)

Supporting General Practice may indicate the pvesen of the primary health care
system that existed before therimary Health Care StrategyHowever, it also
underscores the integral role of clinical practiges in PHOs, as well as measures such as
the Performance Management Programme (explain€&hapter 3) that are designed to
hold PHOs accountable for their General PractiGetaservice providers’ clinical

outputs.

(iv) PHOs are accountable to their funding and servipewiders

As noted in section 6.2.1.(iii), all 36 intervievgeexpressed the view that PHOs are
accountable to their communities. Figure 6-1 ingisdahat almost all of the interviewees
(32 of the 36) signified that PHOs are also accahiet ‘upwards’ to the DHB, the
Ministry of Health and, ultimately, to the Ministef Health. However, the DHBs, as
intermediary funding-providers, seem to considat they should be accorded priority.
This view is reflected in the following quotations:

| think the PHO has difficulty in agreeing who thag accountable to. Their view
on who they are accountable to is that it is thaistry of Health and they don’t
like having that layer in between with the DHB. Buwy view, and it is true and

165



correct, is that they are accountable to the DHBd anltimately to their
population, to their communities. (DHB Rep)

Well they’'re accountable to the DHB. But the DHB{urn, is also accountable to
the community. We're just the monitoring arm, ateve? (DHB Rep)

The understanding of the latter DHB representaisveontrary to the legal position of
those to whom DHBs are accountable. Under the Cremitities Act 2004 (s.26) and the
Public Health and Disability Act 2000 (ss.39-42}1Bs are accountable to the Minister
of Health and the House of Representatives (asdnat€hapter 3). The perception of
DHBs as accountable to their community probablgesmibecause seven of the eleven

members on each DHB Board are elected by their aamtias.

While the majority of interviewees signalled thad®s are accountable to both their
community and the providers of their funding andd@alth care services, the second
DHB representative cited above seems to suggest shime DHBs may consider
themselves responsible for monitoring PHOs’ perfomoe on the community’s behalf.

The ramifications of this expectation are discusaedhapter 9.

6.2.3. Stakeholders’ views on the community-provider contum

Although, as reported above, most interviewees chotbat PHOs are responsible for
meeting the needs of both their communities and doatracted health service providers
and/or funders, they considered that PHOs havénaapy responsibility to one group or

the other. Nevertheless, as reflected in the follgwprovider representative’s statement,
stakeholders’ views are dynamic and may swing fooma viewpoint to the other:

| think there was value in PHOs moving from a clian-led primary care system
to a partnership of clinicians [i.e. service progid] and community and |
personally bought into that for a period of timé€eTreality is that there’s been a
replacement effect, that clinical governance hasnbtargely extinguished and
been replaced by community governance. Clinicaldéeship is grudgingly

tolerated rather than accepted as a healthy dynamitb community leadership.
So to me, the pendulum has swung too far and loeiitinue to be active to try
and bring it back to a better balance of cliniciaaad communities. (Provider
Rep)

This view, that the ‘pendulum has swung too fauggests that stakeholders may hold
views which range from believing that PHOs showdus almost exclusively on the

needs of their providers to the view that they s&thdocus almost exclusively on the
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needs of their community. This indicates a contmuaf viewpoints.

Using the data provided in Figure 6-1 which sumsesiinterviewees’' responses to
guestions relating to the role of PHOs and theyfgag) to whom they are accountable,
the ‘average position’ of each stakeholder group determined in a manner explained in
detail in Appendix 6. As may be seen from Figur2, Bhis resulted in a clustering of the

opinions expressed by the four stakeholder groups.

Figure 6-2: Stakeholder group’s views on the focusf PHOS’ responsibility and accountability

O
Mid-point
Prioritisation
Prioritisation «¢ P > of prowqers
of community (of fundnr)g
and/or services)
D  DHBReps P PHO Reps G Provider Reps C  Community Reps

From Figure 6-2 it can be seen that the views effthur stakeholder groups were not
significantly different. However, while the DHB neysentatives considered that PHOs are
equally responsible for meeting the needs of bb#ir tcommunity and their providers
and the provider and community stakeholders hetdai views, each of the latter groups
indicated that PHOs should place slightly more emspghon meeting the needs of their
community than on meeting those of their providdrs. respect of the provider
stakeholder group this finding was unexpected,easarch has suggested that providers
are disinclined to increase their community accahbitity (Cottonet al, 2000; Lapsley,
1994; Levaggi, 1995).

Although, like the other stakeholder groups, theOPgtoup recognised that PHOs are
responsible for meeting the needs of their fundind services providers, they considered
that PHOs should accord priority to meeting thedseaf, and being accountable to, their
communities. However, these interviewees also mésed that PHOs experience a
tension as they try to balance meeting the neetisthf their communities and providers.
For example, one PHO representative noted:

We have an ongoing tension ... because General Peangeds to be challenged
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to play nicely with otherS? [They need to] recognise that General Practic&eyg
to a Primary Health Organisation but that, if weeagoing to do anything about
the population’s health, it's got to be a bit mdhan [General Practice]. (PHO
Rep)

Thus, some PHO interviewees may believe they arestfould be) driving a cultural
change from a GP-centric system to one which emgms greater community

involvement (as specified by tikzimary Health Care Strategy

The position of each case study PHO in respedietommunity-provider continuum (as

distinct from that of the four stakeholder groups)liscussed in Chapter 7.

6.3. Why accountability is demanded of PHOs

As noted in Chapter 4, in delegating relationslapsountability can be demanded by the
delegator as a means of controlling the acceptiamnatively, it may be used to underpin
and enhance extant trust. The views expressedebytdrviewees to the question, “Why

Is accountability demanded of PHOs?” are presentétjure 6-3.

Figure 6-3: Stakeholder responses to the questioWhy is accountability demanded of PHOs?”

Stakeholder Groups

Total DHB PHO Reps| Provider | Community
Categories of responses (36) Reps (4) (8) Reps (8) Reps (16)
No. | No.| % | No.| %| No|] %[ No| %

PHO accountability as a controlling mechanism
- DHBs use accountability to contrg
PHOs 12 3 75 ] 3 38 | 4 50 2 13

PHO accountability enhances trust
- Accountability is a mechanism to
enhance trust 11 1 25 | 4 50 2 25 4 25

Consequence of the control-trust continuum on a Prxternal image
(i) PHOs do not require an external
image 15 3 75 2 25 4 50 6 38

(ii) It is important for PHOs to have ar
11

external image 1 25 4 50 0 0 6 38

6.3.1. PHO accountability as a controlling mechanism

The notion of accountability as a controlling meaaken is explained by one interviewee

as ‘the big stick’ in the following observation:

133 The ‘others’ include community representativeé60s that deliver health services, and other pereid

that have entered the primary health care system.
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Our relationship with the DHB is a bit like the ®n’s] weather, it changes. We
have a healthy dialogue and we have divergent veamsetimes, but we maintain
a relationship. Is it healthy? Sometimes it's nbtthink we are both flawed
partners in the relationship. [The DHB’s ability tmntrol] is the big stick in the
cupboard — we both know it’s there, but they derate it around. (PHO Rep)

Thus, the notion of control is firmly embedded Ire toperation of a fluid relationship
between DHB funders and PHOs.

From Figure 6-3 it may be seen that 12 of the 36runewees considered that DHBs
demand accountability in order to control their PHOhis opinion was expressed by
three of the four DHB, three of the eight PHO aodrfprovider representatives, and two
community interviewees. One PHO representativeettaaccountability as a controlling
mechanism from the Ministry of Health to DHBs an@ni DHBs to PHOs. This

interviewee noted:

The DHB itself is under | don’t know what levehaodnitoring from the Ministry —
it used to be intensive because their budgets Wwikenging out - so naturally the
Ministry are keeping a very close watch on [the DHibout how they are
managing their finances. And we suspect that [thH®©Pis caught up as part of
that equation. So while the DHB is under very strequirements in terms of
financial management and reporting and so on, @mmes level of detail is being
applied to the PHOs [by the DHBs]. (PHO Rep)

The operation of strong ‘upwards’ accountability aasneans of controlling PHOs was
similarly identified by one DHB staff member whdleeted:

| see it as a network of obligations and accounighiwhen you look at enforcing
accountability and what you can do to hold peopl¢hem, usually it's the people
who hold the money who can crack the whip. So tH® B accountable to the
DHB, the DHB is accountable to the Ministry of HbalThe Ministry of Health is

accountable to Treasury. But going the other wdythey want to make us
accountable for things that we do or make the gawvent accountable for
decisions, well I'm sorry it just doesn’t happeaud@hs). So it's a one-direction
accountability, even though we’re meant to be melational environment. (DHB

Rep)

The comment, “even though we’re meant to be inl&iomal environment,” points to a
difference between the notions of collaboration padnership embodied in thimary
Health Care Strateggnd the operationalisation of that policy. Thiertte was echoed by
a number of stakeholders, in particular, the prevr@presentatives. For example, one GP

commented:

We used to feel independent, we used to feel thdiael a sense of influence over
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our environment, so the major influence of the RmyrHealth Care Strategy has
been to disempower, disenfranchise, demotivate I@eReactice. (Provider Rep)

A further effect of the controlling environmentttse implied lack of DHB trust in PHOs
and their service providers. As a provider intamge (from a different region than the
one above) noted:

These are hard concepts to verbalise but actually gon’'t go into ...medicine
because you pick up $32.50 for every 15 minutecslathatever, there is actually
a pro-bono thing. One of the things | ought to haaa& about the DHB is about
people not trusting us to act in other people’stheserest. | read something
recently which was a criticism about Doctors beingolved in PHOs: that it's
like having foxes in the henhou&el thought about that analogy long and hard
because most of what | do every day involves amdtl have the opportunity, if |
was like that, to misuse that trust to maximiseawy income from it and | find
myself frequently not doing that ... | see myselidsg to steer people through
the system to get the best value for the least egpecially for people that can't
afford it. We [GPs] are used to all the time havipgople in front of us who we
could easily manipulate in terms of lots of diffardimensions; monetary and in
terms of their psychology and their physical beamgl whatever but we don’t do
that. That's because of an inner spirit of tryirgect in the good, professionalism
or whatever it is. In the relationship we have witie DHB, there’s no trust.
(Provider Rep)

Similar ideas were expressed by another interviewd® suggested that this
characteristic of accountability has an historitasis that is systemic. This PHO
representative counterposed control with a redndtidhe level of DHB/PHO trust in the
following commentary:

We have felt and do feel ... the mandated accouityabgporting [to the DHB]
can be overly onerous. | believe this has come aduthe changes that have
happened to New Zealand in the last 20 years offkat stronger and stronger
focus on accountability in health and nailing théndown to the last dollar and the
last line and reporting on everything in sight [mehayou’ve had to drop a level of
trust. [They say], “We don'’t trust you to deal withis, you have to tell us [the
funder] what you've done and you've got to tell hsw.” And | think that
relationship could and should change. (PHO Rep)

The lack of trust may be reflected in controllirdians that reflect poorly on the funder’s
professionalism. An incident was reported duringraerview as follows:

The [DHB’s] Funding and Planning Manager got upthe Chairman of [a PHO]
in a meeting the other day and told him that ifdi@n’t do it his [the Planning
Manager’s] way, he would make sure his PHO ‘witlieeend died’. (Provider

134 This was a reference to a NZ author, Howell (30®ho had argued against having GPs on PHO
Boards as she noted their inherent conflict ofrege She termed such as structure as having “fioxes
the henhouse” (p.2).
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Rep)

While this incident may be an extreme case, thegmtion that DHBs and the Ministry of
Health use accountability obligations to control®H(as a “big stick” or to “crack the
whip”) was not limited to PHO and GP intervieweAsion-GP provider interviewee, for
example, noted:

There’s a belief that we are actually rogues ... ymander whether the DHB
thinks the doctors are rogues, pharmacists are esguest-homes are rogues,
everybody’s a rogue. (Provider Rep)

Some of the resentment evident in the providemigeees’ responses may have arisen
from the manner in which the review of GP-patieotpayment charges (‘fees review’)
was conducted during 2007. This is reflected in fbilowing statement by a PHO
interviewee:

I've told the Minister in no uncertain terms thabelieve he has done a lot of
damage with the fees review process and he listenet too. | said, “You’ve got
a long way to go to restore the faith that clinicsa for example, are valued.”
(PHO Rep)

The ability of PHOs to express their displeasurthathighest level may be a signal that
PHOs have some autonomy. Conversely, the concept'rbgues’ must be controlled
may result in more regulation and reduced auton@sya PHO Board member observed:

Recently the Minister [of Health] has said the gmance in the PHOSs is not good
... And he said, “We need some formal stuff théfayhich | actually agree with.
But suddenly the Ministry [of Health] decides tlsame of the rules around that
will go into the contract. And the PHOs are sayifigp, no, no, that's in our
constitution, you don’t impose other rules. Yes, Wave to have a good
constitution and you [the funder] have ticked if pfeviously — that's the only
reason we've got to where we are. If one of theeadors or trustees does
something wrong, in our constitution we have thegrs to get rid of them ... We
do not want you [the Ministry] telling us how to dd (Provider Rep)

The perceived ‘interference’ by the Ministry of Hteain PHOs’ affairs is illustrative of
the manner in which control reduces autonomy (aschby Edwards & Hulme, 1996). If
PHOs are considered to be dominated by the Minwtridealth and their DHB funder

they are unlikely to develop and possess a disimdépendent identity (or external

135 The Ministry of Health appointed a sector admsgroup to work with to develoffthe Governance
Guide for Primary Health Organisationinistry of Health, 2007). This Guide clarifiesetipurpose
and expectations of PHOs, the principles of goodegmance and the roles and responsibilities of
board members. The Ministry of Health also intragtlica training programme for PHO Board
members.
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image). This consequence is expanded in sectiof.6.3

6.3.2. PHO accountability enhances trust

Figure 6-3 shows that 12 interviewees indicated i@y believe the DHBs use
accountability requirements as a means of comglitheir PHOs but another 11
expressed the view that accountability serves tmaece trust between the DHBs and
their PHOs. One provider interviewee, for exampiglained:

| don't really agree that control occurs [betwedretDHB and the PHOQO]. I think
probably where | would see the PHO heading is oreeres they have a
relationship [with the DHB] in the spirit of collavation and best practice. If you
have those values in place you are all going tokniarthe same direction ... |
think that [the PHO] doesn’t need a lot of contosler the work that it does. There
may be checks and balances which are useful to, lemek to have the DHB as
partners to provide checks and balances rather tbantrol ... | think the DHB
would only step in to have a high level of conif¢lhe PHO was] not performing
well or there was some concern about use of fundeme really major issue that
became apparent. (Provider Rep)

The suggestion that enhancing trust brings incoeasdaboration was reinforced at an
Annual General Meeting (AGM) of one of the casalgtBHOs. The speaker at the AGM
also noted that trust empowers the PHO to be inh@/e&6/he observed:

Much of where we are today is as a result of th@mous cooperation that we've
had with [the DHB] ... We have had an enormously essftl relationship. A
relationship that's based on respect, not onlyvitwat we do, but how we’re doing
it, an acceptance to give all outcomes a try anchope that in every case the
success we hoped for is also the expectation teadeliver. We are very grateful
for that relationship and | have to say it doeseiist everywhere around the
country. (PHO AGM)

According to a PHO representative (of the same sagdy PHO), underpinning the
respect in this trusting relationship is a tranepay in reporting. This interviewee
observed:

The PHO reports consistently and constantly outsidthe reporting cycle ... so
any time [the DHB] can have our financials becatlse Board papers are open as
far as we are concerned and all of our financiatsigto the Board papers each
month. (PHO Rep)

In addition, before publishing its annual repottss PHO chose to obtain feedback from

the DHB, further highlighting transparency in tihesting relationship.

172



An outcome of a relationship built on trust was lakped by a DHB interviewee who
noted:

We get [the PHO’s six-monthly] report... and it gaasund the team and we
write comments on it... Then [the Funding and Plagrifanager] will provide
feedback to the PHO. It means they are not jusdisgrtheir reports into the ether
and | guess we're showing our accountability tanthey responding. (DHB Rep)

A PHO interviewee, referring to the same DHB, retsgd the DHB’s response as
beneficial. The PHO interviewee commented:

We know we’ve been accountable [to the DHB] whemge@tean acknowledgement
letter to say, “Hey great report” and any questiotBey might have over
something we’ve written. They don’t question owcamtability ... The letter from

the DHB is an acknowledgement that they do reachthiee six-monthly reports].

(PHO Rep)

In addition to noting that trust is an attribute BHB/PHO relationships, some

interviewees observed that trust is evident inr#lationships between PHOs and their
communities. One community stakeholder specificalipted, for example, that

accountability in the PHO/community relationshipbiased on trust. This interviewee
explained:

Oh, we [the community] trust the PHO. | mean thisra Board and there are
Trustees and there’s been a whole process to gsetpeople in place ...We put
our faith in those guardians to be doing the righing in their governance role to
make sure it is happening right. (Community Rep)

While community representation on PHO Boards camarce community trust, seven
interviewees observed that trust should also unadétplOs’ relationships with providers
and NGOs for primary health care service delivénye PHO interviewee noted:

We do have huge amounts of trust [between the PhtDita service providers].
But actually there’s been a lot of recognition tleagtually trust sometimes isn’t
enough. and we do need to be a little bit carafulerms of accountability ... We
do need to have contracts and letters of agreenrerglace to formalise the
relationship. It also helps to clarify the respdrbiies and accountability lines.
(PHO Rep)

The use of explicit accountability-related clausescontracts may be considered a
controlling mechanism; however this intervieweelakped that contracts with the PHOs’
service providers underpin the trust that has lieeib up over a long period and present

shared goals in written forf#¥. Such accountability may be described as ‘enablivitgn

1% Klein Woolthiuset al. (2005) also found that contracts were usefulligs purpose.
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it establishes and clarifies reasonable expecttithat enable those to whom
responsibilities are delegated, to work towardsitpes outcomes while retaining a
distinct identity (Fry, 1995).

6.3.3. Consequence of the continuum on a PHO'’s externalage

Accountability enhancing trust between PHOs on ¢he hand and their DHBs and
communities on the other enables PHOs to existiggct entities in their own right.
This position is a corollary to the perception thdien the Ministry of Health and DHB
as funders seek to control a PHO, limited autoncanyses the PHO’s external image to
be less distinct. As reported below, while 15 wmiwvees conveyed the notion that PHOs

do not require a distinct identity (or external geg eleven were of the contrary opinion.

(i) PHOs do not require a distinct external image

From Figure 6-3 it may be seen that 15 of the 8&rurewees (including three of the four
DHB and four of the provider representatives) coeed that PHOs do not need a
distinct identity separate from the DHB and/or #ider public sector health system. One
of the DHB interviewees noted, for example:

| see them [PHOs] as part of the public [sectofjgey are spending public money,
but they [the PHOs] don't get that. That is thed®gt gripe we have — they are
spending public money which is why we are cleamuafioding out what they are
doing with public money ... My underlying concerrhiat | don’t think that they
have a great concept of it yet. That's where hélfheir antagonism comes from
because they are thinking one thing and we arekihgnanother. They just don’t
quite get it and that bugs me because we have matEar so many times. (DHB
Rep)

The control signalled by this DHB representativingy just don’t quite get it”) and the
observation that PHOs are part of the public se@tothe nature of a DHB subsidiary),
suggests this interviewee does not recognise Pld@sssessing (or needing to possess) a
distinct identity. Such a position seems to preeliRHOs from existing — and being
recognised — as separate not-for-profit organieatas is required by tHrimary Health

Care Strategy

Unlike the DHB stakeholders, the community intewees were ambivalent about the
importance of PHOs possessing an independent igésix of the 16 considered it to be
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unimportant; another six expressed the contrarw)\i¢lowever, an interviewee from
each of these groups observed that a consequeid¢@s not possessing an independent
identity is that they are able to escape the adetility spotlight and, thus, the blame for
their actions or inactions. These interviewees cemted:

Exactly whose failure is not always that easy toeasin, because the PHO says,
“That’'s the DHB,” and the DHB says, “That’'s the Mstry.” | would probably
never say, “Right, that's the PHO failing in itdgd (Community Rep)

The PHO does not have a lot of influence about whaapens above it or below it.
It is in a sandwich of Ministry, DHB/PHO/Practicgrovider ... So it is not going
to be connected with a complaint [about lack ofding] and it's not going to be
involved with a clinical complaint. (Provider Rep)

This suggests that the absence of an independamtitidmay mean that PHOs are able to
evade the ‘many eyes’ (Bovens, 2005b) of multiglecaintability demands.

(i) Itis important for a PHO to have an external image

In contrast to the views reported above, 11 of 3Beinterviewees considered it is

important for PHOs to have a distinct identity. Fotithe eight PHO representatives, and
six of the 16 community interviewees conveyed théw, but it was shared by only one

of the four DHB and none of the provider represeévea. It seems that, at least in the
opinion of the PHO interviewees, notwithstandirgimportance, this is the area in which
PHOs have made least progress. A PHO CEO notedxémple:

| can’t engage with a community that doesn’t knaxikt. In some ways we do get
accused by General Practice in particular of cregtimore complexity. And in one
sense we are ... but that's the stage that we'reeicabse we haven't finished
building the picture yet and when all of the stht we’re planning for comes on

line we can then connect it all up, but at the mainiks coming in as pieces and

we're getting bits connected. (PHO Rep)

For PHOs which believe they have a responsibititieé ‘coordinators’ and ‘community-
driven’, a distinct identity (or external image)riecessary. However, while tigimary
Health Care Strateggnvisaged the public would be informed about thes primary
health care organisations (that were to exist stindt not-for-profit entities), it was silent
as to whose responsibility it is to inform the pabA DHB representative considered it
to be the PHO's role, noting:

| think that ... the community needs to see a valymrticipating in the PHO, in
its health care to create something around whidgrehs accountability. So then |
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guess the PHO has to raise awareness with pedplB(Rep)

A PHO interviewee in a different region concurreithvthis view, commenting:

[The PHO has] had two PHO [newspaper] features vehere talked about what
we were doing ... it was stuff around fees and Céwe &nd current programmes.
[Interviewer: Was the DHB happy that you paid fock advertising?] We didn’t
care, we just did it. (PHO Rep)

PHOs also require an external image if they ardéring about change beyond their
community. This idea was conveyed by another PH@esentative as follows:

From a political point of view, we definitely doete[people] to know that it's a
PHO that’s doing what it does. We want to share ow fwhat we do] can work
for others and to be recognised for our [innovatimeactices] ... We are very
active and very vocal and that's where [the PHO] as organisation is very
important. (PHO Rep)

Thus, in contrast to the interviewees who consildp¢iOs to not require external

images, others believed PHOs need separate iésntiti

6.3.4. Stakeholders’ views on the control-trust continuum

Using the data provided in Figure 6-3, which sumseathe interviewees’ responses to
questions relating to why accountability is demahdé PHOs and their views on using
accountability as a mechanism to control, the ‘agerposition;’ of each stakeholder
group was determined in the manner explained iaildiet Appendix 6. As may be seen
from Figure 6-4, this resulted in a clustering bé tresponses of the four stakeholder

groups.

From Figure 6-4 it may be seen that the DHB stakishs held the strongest views on the
use of accountability as a mechanism to control BHe provider stakeholder group
conveyed similar opinions but to a lesser extemnversely, the PHO and community
groups signalled that accountability mechanismsefogust between PHOs and their

DHBs on the one hand and their community on theroth

As for the community-provider continuum, the pasis of the four case study PHOs on
the control-trust continuum are presented in Chiapte
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Figure 6-4: The reason for accountability in the DHB/PHO relationship — a stakeholder view

PHO accountability as a
controlling mechanism

C ) Community Reps

v

PHO accountability
enhances extant trust

Prior literature (for example, Broadberdt al, 1996) suggests that health care
professionals react unfavourably to contracts thét reduce their freedom and
potentially clash with their values. The positiditloe DHB representatives is also in line
with their role as purchasers of primary healthecand their need (as outlined by
previous researchers, such as Robinsoal, 2005) to mitigate the threats of incomplete
information, in order to maximise scarce resouffoegopulation health gain. (Specific
remedies are discussed in Chapter 2 and reflent&igure 2-2). However, although the
positions of the providers and DHB representatiaes as might be anticipated, the
differing views of PHO and DHB stakeholders werexpected. This finding highlights a
possible tension in DHB/PHO relationships thaugifer discussed in Chapter 9.

6.4. The position of the stakeholder groups in relatioo the two continuums

Mapping the community-provider continuum againse tleontrol-trust continuum
generates four quadrants in which the four staldgradroups may be located. The results

of this mapping are presented in Figure 6-5.
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It can be observed that, while the provider, comitytend DHB stakeholders recognise
that PHOs are accountable fairly equally to th@mmunity and their providers (the
provider and community groups according the commtyuslightly more priority), only
two of these groups, namely, the DHBs and provideosisider that accountability is
required of PHOs as a controlling mechanism. Thteraiew was held most strongly by
the DHB stakeholders. In contrast, the PHO stakddrajroup considered that PHOs owe
greater accountability to their community than tHending and service providers, and
(along with the community group) that accountapilg a mechanism to enhance trust

between the PHOs, and their DHBs and communities.

Figure 6-5: Stakeholder groups in quadrants of acamtability

PHO accountability as a
controlling mechanism

D ) DHB Reps

@ Provider Reps
Prioritisation

Prioritisation o of providers
of Community v (of funding

and/or services)
@ PHO Reps

@ Community Reps

v
PHO accountability
enhances extant trust

6.5. For what are PHOs accountable?

As noted in the introduction to this chapter, adlkey issue addressed in the interviews
was: “for what are PHOs accountable?” Figure 6-@nrsarises the interviewees’

responses.

While a number of deliverables are listed in DHB@PHontracts, interviewees were
asked about their understanding of the specifiegilons for which PHOs might be held
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accountable. As indicated in Figure 6-6, their \sefall into two broad categories,
namely, PHOs being accountable for (i) health cattputs and (ii) health care outcomes.
The requirement for not-for-profit organisationsiie accountable for both outputs and
outcomes was discussed in Chapter 4; there it veasdnthat this requirement has
prompted researchers (such as Kearns, 1994) toiloesbe ‘for what' of accountability

as the ‘ultimate moving target’.

Figure 6-6: Response to the question “For what arBHOs accountable?” by interviewee category

Stakeholder Groups

Total | DHB Reps | PHO Reps Provider Communit

Categories of responses (36) 4 (8) Reps (8) y Reps
(16)

No. No. % | No. % No. % No| %
Accountability for outputs 35 4 100| 8 100 8 100 15 94
PHOs are accountable for:
- careful use of funds 32 4 100| 8 100 6 60 14 | 88
- high quality programmes and services 18 4 100 | 4 50 3 38 7 44
- efficient and effective procedures 14 2 50 3 38 5 63 4 25
Accountability for outcomes 32 4 100| 8 100 7 88 13 | 81
PHOs are accountable for:
- mission chosen and choices made 25 3 75 8 100 5 63 9 56
- managing stakeholders’ expectations 13 2 50 6 75 3 38 2 13

Two interviewees summarised the situation:

I'd say there are many varying viewpoints on wheyt are accountable for ...
From a public health perspective, it is using reses most effectively and
efficiently for all of those most in need [outcomésom a DHB or Ministry of
Health perspective, it's probably about budgets apending and cost-benefit
analysis and those sorts of things [outputs]. (Rdev Rep)

| don't believe it's just around how they spend theney. | believe it's around
staffing issues [outputs] and just what they do #relprogrammes they run. Like,
if they are running health promotion programmesttthey are evaluating those
programmes [outcomes] and that the reports on titeammes of those evaluations
are public documents. (Community Rep)

6.5.1. Accountability for outputs

From Figure 6-6 it may be seen that 35 of the 3&ruewees expressed the opinion that
PHOs are accountable for outputs. Thirty two ostheterviewees stressed that PHOs
are primarily accountable for the careful use & thnds derived from patients and the
public purse. The latter includes capitation fugdiand also discretionary funding
received for Services to Improve Access and HeRBMbmotion programmes. Typical
observations by interviewees include the following:

Well | think theoretically you can say we are aataible for the direction we're
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going, but really when it comes down to it, it @awhwe spend the money ... | think
the money is the bottom line. (PHO Rep)

Well to me [PHO] accountability is for the dollargThe PHO has] to be
accountable for the dollars... and how they spen@Piovider Rep)

[People] should know where the government fundihBHOs is going to. That's
for their Health Promotion and other projects antl amurse the GP subsidies.
(Community Rep)

Eighteen of the 35 respondents considered that Rif®accountable for the delivery of
high quality health care programmes and servicdsinferviewees also specified that
PHOs are accountable for following efficient anteefive procedures. The following are
representative of the opinions expressed:

They're also accountable for the quality of sersicthat’s right down to grass
roots level ... the GPs, nurses, and community healtkers have got the sorts of
standards expected of them. (DHB Rep)

The PHO is accountable for clinical quality — to @oy trained staff and set up
clinical governance which is an important part afopiding clinical oversight.
(Provider Rep)

These findings support those of Leat (1990) andw&te (1984), namely, that
accountability for outputs includes following apprate procedures, meeting required
performance standards and properly spending furaisded.

6.5.2. Accountability for outcomes

While 35 of the 36 interviewees conveyed the opinibat PHOs are accountable for
outputs, 32 of the interviewees also stated thaD®Hre responsible for achieving their
intended results thereby enabling the organisatidmve a positive long-term impact on
the health outcomes of their communities. A comnyunepresentative observed, for
example:

For me accountability would be, “What's your conmmént to reducing
inequalities?”... It's not about how much they areesging [they need to be]
reducing inequalities. (Community Rep)

According to the interviewees, PHOs also considet taccountability for outcomes
includes being accountable for the policies thegpacand the means by which they
achieve their long-term goals. These intervieweated) for example, that PHOs must
listen to their communities and also provide fe@tlta those communities:

| think what the PHO can be most clearly challengads on where it chooses to
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spend the money; as to how it's gone about thaisoecmaking and why it has
chosen to invest. And | think that if in its praes and conversations and
discussions with the community they tell the PH&D tiney think it should be going
here and not there, then the PHO has to listemab. {tPHO Rep)

DHB interviewees observed further that the movehwitthe Primary Health Care
Strategyto a population health focus requires PHOs to cmwantable for the way in
which they work with their communities. lllustrativcomments conveying this view
include the following:

The DHB is most aware of its accountability undee Public Finance Act ...

that’s primarily financial accountability. But a RBlis also accountable under the
Strategy to improve population outcomes — that reedlrey’ve got to be

accountable for more than their core business. Tdoeyd be accountable for their
behaviour, for their working across sectors anmsolt is beyond just running the
programmes or making sure that they’ve spent theeyavisely. (DHB Rep)

| think there are several areas of accountabiliB®ther than financial [there is]

planning, in terms of good planning processes ... ¥oow in terms of
consultation and engagement, responsiveness, pkatig in terms of iwi. (DHB
Rep)

Thirteen stakeholders considered that PHOs are ateountable for the proactive
management of stakeholder expectations. One PH@s®mtative conveyed this opinion
in the following terms:

We're accountable ...to sell the strategy and to tstded the mechanisms that
have to be put in place for us to do that succdgsfli that means needing to
defend a position [the PHO] takes then that is [@t®air's] job. (PHO Rep)

The strategic aspects of accountability for outcenaee intrinsically linked to the
organisation’s mission. This may be a complex egerqEbrahim, 2005) and is
inherently subjective. The lack of definitive kegrformance measures for outcomes
suggests that PHOs are more likely to discharge abcountability if their relationship
with their DHB and community is underpinned by tru$t is conjectured that
accountability for outputs is likely to be emphasisoy PHOs subject to a controlling
relationship. The notion of the link between ‘fohat PHOs are accountable and the

control-trust continuum is developed further in Glea 9.

6.6. The process of accountability: mechanisms, sanci@and rewards

The fourth key issue addressed in the interviewthasprocess of accountability; that is,

how PHOs should discharge their accountability #wedsanctions that can be imposed on
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and/or the rewards given to PHOs. The intervieweegionses are summarised in Figure
6-7. Following the categorisation of ‘for what' Pld@re accountable into outcomes and
outputs, the mechanisms are presented in simitangaes. While this section is brief, a
more detailed examination of mechanisms by PHQ®@asiged in Chapter 7.

Figure 6-7: Stakeholder responses to the questionfow should PHOs discharge their
accountability?” and “What sanctions and rewards mg be allocated to PHOs?”

Stakeholder Groups
Total DHB PHO Reps| Provider | Community
Categories of responses (36) Reps (4) (8) Reps (8) Reps (16)
No. No.| % | No.|] %| No| %| No %
Accountability for outputs 28 4 |100| 8 |[100| 5 63 | 11 69
To providers of funds
- Contract reports and funder 12 4 |100| 6 75 2 25 0 0
meetings
- Audits of financial reports and 9 1 25 6 75 1 13 1 6
performance
To the community
- Annual report 7 1 25 4 50 1 13 1 6
- Reduced patient co-payments 8 1 25 1 13 1 13 5 31
- Media reports 22 2 50 7 88 2 25 | 11 69
Accountability for outcomes 26 3 75 7 88 6 75 | 10 63
To providers of funds and services
- Reporting to and by staff/contracted 19 1 25 7 88 5 63 6 38
providers
To the community
- Community meetings and AGMs 24 4 |100| 5 63 5 63 | 10 63
- Board representation 23 4 |100| 6 75 5 63 8 50
- Providing local employment 6 0 0 1 13 1 13 4 25
Sanctions and rewards 18 4 |1100| 5 63 3 38 6 38
(i) Provider sanctions
- Provider claw back or withholding
of funds 7 4 1100| 3 38| 0 0 0 0
(ii) Community sanctions
- Community complaints 9 0 0 3 38 2 25 4 25
- Community disengagement 5 0 0 1 13 1 13 3 19

6.6.1. Stakeholders’ preferred mechanisms for accountatyildischarge

As may be seen from Figure 6-7, the DHB interviesvieglicated a strong preference for
three PHO accountability mechanisms; namely, PH&=orting formally to, and meeting

with, the DHB (in respect of outputs), engaginghaihe community through meetings,
and ensuring community representation on the PH@rdan line with thePrimary

Health Care Strategguidelines and to discharge accountability foccontes

The community representatives also identified thkeg mechanisms by which PHOs
should discharge their accountability obligatiohske the DHB interviewees, they
considered that PHOs should engage with the contypndinfough meetings and that

182



community representatives should be included on Ft#@rds in order to discharge
accountability for outcomes. However, unlike the BHtakeholders, the community
stakeholders identified that they sought PHOs sxitirge accountability for outputs
through media reports. In respect of media repgytanDHB interviewee noted that this
may generate negative comments:

PHOs don’t have a huge budget to promote themsealwdsyou have to question
whether that's the best use of ... health moneysdéeething the DHB struggles
with as well. If we want to get a message across; o we do it without being
seen to be using public money in an irresponsit@gEvery time | do anything |
get told how many hip operations we could have howgth what we've just

done. (DHB Rep)

Figure 6-7 shows that the provider representatigdso preferred three PHO

accountability mechanisms; yet these were all fedusn outcome reporting (rather than
output reporting). Similar to the DHB and commurstakeholder groups, the provider
interviewees favoured PHO meetings with the comigusnid community representation
on PHO Boards. However, they considered that PHifmal reporting to staff and

contracted providers (themselves) presented opputds for providers to impart the

message of PHO performance to the enrolled populati

In contrast to other stakeholder groups, the PH@resentatives identified five
mechanisms as important for securing PHOs accollityadn addition to securing
accountability to funding and service providertigh output reporting to their DHB and
reporting outcomes to staff, PHO representativghlighted the role of audits as a third
accountability mechanism. They identified two methkins focused on accountability for
outcomes to communities, namely media reports amdnaunity representation on the
PHO Board. These mechanisms suggest a range alo&gcammunity-provider
continuum and are equally divided between repomim@utputs and outcomes.

6.6.2. Sanctions and rewards

A number of commentators (for example, Birkett, 8;98arris & Spanier, 1976; Stewart,
1984) distinguish the concept of accountabilitynirthat of answerability on the basis of
the former including the ability of the delegatar impose sanctions on, or provide
rewards to, the acceptor. As may be seen in Figufteeighteen interviewees referred to

sanctions that may be imposed on PHOs if they ttaiperform their responsibilities
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satisfactorily. These fall into two broad groupanrely:
(i) provider sanctions; and

(i) community sanctions and rewards.

As explained in Chapter 4, the sanctions imposedrolacceptor may range from legal
and regulatory penalties to shaming or loss aswmtiwith fewer primary health care

patients resulting from poor publicity (Brinkerhpo#004; Harris & Spanier, 1976).

(i) Provider-imposed sanctions

The DHBs (as PHOs’ primary funder) constitute thetyp most able to impose sanctions
on PHOs should the latter not discharge their aedepesponsibilities satisfactorily. A

readily applied sanction is the withholding of figndntil the PHO in question meets its
contractual obligations. A community representatiwo is also an elected member of
the PHO Board, commented on the application ofgargction in the following terms:

At the [PHO] Board we consider funding streams. Egample with Care PI&8

. suddenly the [General Practices] realised theyd hta be up to scratch
otherwise they were not going to get their fundingrhe patient has to meet with
the doctor and have nurses meetings and they ludleevfups. But the PHO only
gets the funding if it's all documented and evangls ticked off. (Community
Rep)

By withholding funds until the required performarisesecured, the DHBs can pressure
PHOs to perform in a certain way. However, accagydim DHB interviewees, once the
funding is paid, sanctions are difficult to apphs one DHB representative noted:

The DHB has short paid [PHOs] at times until theywet the requirement. Then
we’ve paid the difference, but [the DHB has] a teai range of sanctions. (DHB
Rep)

Notwithstanding the limited sanctions availableDidBs, as regards specialised funding
[such as Services to Improve Access (SIA) and HeRatbmotion funding], DHBs may
stop funding a PHO until its previous funding hagi spent or require funds to be spent
on specific projects within a set time frame. This explained by a DHB interviewee:

We are very aware that there has been a level dérgpend throughout all of our
PHOs ... so we're actually looking at all the undensgp ... When we determine
what the level of underspend is, then we will ttedm what to spend it on. We're

37 As noted in Chapter 3, Care Plus is a schemeptbaides increased funding to PHOs for high usérs
health services.
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not keen to take the money back, but we are kegqutt@pecific requirements
around them as to when they’ll spend it. And wgdt tougher with them. (DHB
Rep)

However, it seems that the DHBs may be reluctantatie action. As one DHB
representative noted:

In the early days we didn’t sign off the Health Rwaion plan for [the PHO] but

that became such a relationship nightmare ... Songlect up just signing it off ...
We could turn the SIA funding off because theynatespending what they’ve got.
That is something we haven’t chosen to activate bydt it is something that we
might look at sooner rather than later. We havenbiedrly heavy-handed verbally
but we haven’t done anything to stop payments gthémg like that. (DHB Rep)

This approach seems likely to typify DHBs for arestbHB interviewee reflected:

It is really hard [to sanction]. We might say, “We’going to stop your payments
until you [perform appropriately],” or, “We’re goig to claw money back,” for
something that we think is inappropriate ... The Pk@ntract is completely
toothless in some respects, because you can'tgmusind find another provider
like that (clicks fingers). You've got to reallykeaa collegial approach. (DHB
Rep)

The need for a collegial approach and the limitacions available to DHBs to impose
on PHOs reflect the interdependence between the RidBers and their PHOs. Even
when there have been specific failures in PHOsfgperance (including the failure to
spend funding allocations), DHBs are unlikely tavelback funds or to stop funding.
However, the threat of a DHB discontinuing fundisga sanction that can be used to
direct PHO performance, as is the clinical repatatof PHOs’ service delivery (in
specific areas) as benchmarked through the Perfarenklanagement Programme. As a
PHO representative noted, this programme may resukhaming when the results
become widely known:

I've just received a paper that benchmarks us agjaatl the other PHOs around
the country. It was quite unexpected. | was eelittit upset because of the way in
which people will probably read those graphs. ledo't really reflect the context
properly. But it's quite good to see ourselves aad how we're going compared
to others. (PHO Rep)

Other PHO funders may have greater flexibility tthe DHBs. According to a PHO
interviewee, his/lher PHO had applied to a commuhityder for a grant for a special
project and the PHO’s accountability to that fun@es important. S/he noted:

The PHO has to show [that funder's] money on a s#galine in the annual
report. That's what the requirement is and if wentl@o it, they won’t get the
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money next year. (PHO Rep)

While contracts and associated funding flows prevogportunities for DHBs (and other

funders) to impose immediate sanctions on erranDfHa provider interviewee was

sceptical of PHOs’ accountability processes andyssigd that his/her view was shared
by other clinicians. This interviewee highlighteayider disengagement from the PHO’s
strategic direction for outcomes explaining:

| think that what we learn from looking at the UKthat clinicians disengage and
| think we are very close to that in [our regiongjint now. (Provider Rep)

Part of the reason for clinician disengagementhm WK is the overt focus on patient
expectations over clinical quality (Johnston, 200S)milarly, according to this New
Zealand interviewee, the lack of clinical goverrareadership in the PHO was the
reason providers disengage. This provider alsoestgd that:

General Practice is funded by the PHO, but ... sit®82 we've had seven
funders. It would be implausible to say there wa@tan eighth funder. So | think
most people say, “Wait for the eighth funder and gat’'s any better.” (Provider
Rep)

While providers will continue to contract with PHO®e notion of disengagement is
reminiscent of Hirschman’s (1980) ‘exit’. Disengagmt is also a sanction that a

community may impose on a PHO as discussed inoltening sub-section.

(i) Community sanctions and rewards

As may be seen in Figure 6-7, nine intervieweescatdd that community complaints
about a PHO constitute a possible sanction. Thisnaonity ‘voice’ (as it is termed by
Hirschman, 1980) seeks to change organisationaui@ir while remaining loyal to that
organisation. As dissatisfaction with clinical sees can be raised with the Health and
Disability Commissioner, PHOs are more likely togiwe complaints about other service
aspects, for example patient co-payment chargesttendultural sensitivity of service
providers. Such complaints must be reported toréievant DHB in the PHO’s six-
monthly reports. One PHO interviewee provided thleowing example of the receipt of
patient complaints:

There is a website address that they can come bmaks on and we do get
telephone calls and we do get letters about whanfal Practices] charge ...
And on occasions we've had some service relategleams [from people] not

186



being treated well enough, how they have beenvedeor something like that.
[PHO Rep]

On other occasions, complaints may be related wodar issue — that of services not
being provided by the PHO due to limited fundingr Fexample, one interviewee

observed:

If a patient had a complaint, it would be lodgeddahwould be passed onto the
appropriate people. A pertinent complaint was, “Wtgn’t | get free mental
health visits to the psychologist?” Well, the shanswer was that they were not
Maori, Pacific Islander or living in a deprived aaeAnd [the PHO] involved the
DHB in that discussion and said, “Are you happy t® to refuse care to this
patient because that’'s the rules of the SIA?” Scaderess complaints as we are

able. (PHO Rep)

In the case in question, the PHO was able to shavthey were in receipt of limited
funding (that restricted the availability of a pewtar service to patients with particular
characteristics) and that the DHB had agreed teetipatient parameters. In another PHO,
a Board member commented that further funding mayrdquired to deal with a
community problem that had been identified. Thisiownity representative, due to retire
from the PHO Board, established the ‘voice’ compunef complaints through
community representation. The sanctions this pessmught to impose were to “be a
nuisance” as described in the following comment:

| want to follow it [the problem], because | wotet it go. Even if | am not there,
my successor will have this problem because Ib@lfollowing them up ... I will
be a bloody nuisance (laughs), but the PHO will dianit well. They're the
professionals, so | expect them to be profession@lealing with it]. (Community
Rep)

Community organisations that contract with PHOsase able to lodge complaints, but
may be more discreet about their approach. As onenwnity representative noted:

If I had concerns about the PHO'’s performance, ttienfirst thing | would do is
to pick up the phone and talk to someone | knovthatPHQO]. | would say, “I am
just a bit concerned, am | on the right path, da yave concerns here too?” ... It
would depend on what it was but normally you wdnjdhe informal routes first
before the formal routes ... We have to work in tr@raunity with these people
and we have to maintain our relationships profesally and also we have to
work collaboratively. (Community Rep)

As with the DHB funder, the issue of interdependenme=ans that complaints progress to
more severe shaming only after concerns become saieus. In two other instances,
community representatives observed that the loahber of Parliament (MP) may be a
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recipient of complaints about PHO performance. Eagh these community
representatives are from communities where thd Méaholds a Ministerial position or
Is influential in the Opposition. One of these mtewees remarked:

| guess if you are not happy with what your PH@agng then you go to your MP
- you go up the line. Our MP ... is well known in @ammunity and he’s well
known to go in there and try and fight the bat{@smmunity Rep)

The personal touch of knowing the MP also brougid tactic to the mind of another
community interviewee who stated:

If someone in our community says, “I want more ises/from the PHO,” | would
go straight to [our MP]. | work quite closely wifthim or her] so | would go down
and say, “This is your problem. This is what thegn&’ (Community Rep)

However, not all enrolled patients have the abititydesire to raise their concerns with
their MPs, the relevant DHB, even the PHO. An “extion related to market forces was
mentioned by five interviewees as being the madstyi community sanction. Examples
of the ‘exit’ sanction that was also referred to‘disengagement’, are provided in the
following observations:

The community will stop going to them if they da@®@t the service. It's a market
type situation and as long as the public get theise, they don’t care. | mean if
you were a Doctor and suddenly you lost all youtiggds you would know there
was something wrong, or the funders would knowetlveas something wrong if
there were no patients. The patients actually dtheeaccountability part there as
well. (Community Rep)

| don’t think we’re in a world where people sanctianything. They wouldn't, they
would just disengage. (PHO Rep)

As a reporter, | don’t really get complaints fromatignts. If the system doesn’t
deliver them something, they just do without. (Camity Rep)

‘Disengagement’, or ‘doing without’ may arise besauas widely agreed amongst the
interviewees, individual populations are not faarilwith the concept of PHOSs, resulting
from the lack of an external image and the relumgaof DHBs to provide funding for

media coverage of the PHO concept.

In contrast to those who stated that the commuanity service providers lack sanctions
(other than to ‘exit’ or ‘disengage’), one providarserved that this is a temporary state.
This provider stated that, if the PHO system isntaned for a length of time, it will
become part of the community, making it more likdtat the community will engage
with, and sanction, the PHO. This GP noted:
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The community doesn’'t have any control, they diageg There already is an
existing system in place there ... That's what theypack to ... What [the PHO]
wants to do is to say that ... there are better systeut there. And once [the
PHO] draws them [the community] out and shows thbiat they are better

systems and that [the PHQ] is there for the longilhaot just for the next 3-6
years until a change of policy, then they will s&fright, now we believe you.”

... Itis going to take some time, but we’ll get éhg¢Provider Rep)

Not all sanctions are negative events and someviateees noted that a community
meeting (especially an AGM) is an opportunity tfleet on prior years’ successes and
failures and to reward the PHO. For example, a coniiy attendee ‘rewarded’ the PHO
by noting:

| want to congratulate you and your Board, your €htxecutive and your other
staff on the absolutely stunning progress ... the€sen made in each one of the
key areas, the results that are starting to shomsugh so vividly. May | pass my
warmest congratulations to all of you and througbuyto all those who have
worked so hard including all those in General Pragtand all those community
organisations who've come in, | know, to assishvhi¢alth promotion and trying
to solve the problems ... (PHO AGM)

6.7. Summary

This chapter has presented stakeholders’ viewbefPHO accountability environment.
Analysis of the interview data has generated a ‘nwdpaccountability based on two
continuums. Stakeholders’ views have been groudedgaa horizontal continuum
representing PHOSs’ prioritisation of meeting thesae of providers to prioritisation of
meeting the needs of PHOS communities. Stakehslderews on ‘why’ PHO
accountability is demanded have resulted in a naotn ranging from accountability as a

controlling mechanism to accountability enhancigt.

Insights into ‘for what PHOs are accountable andksholders’ views on the
mechanisms and sanctions by which PHOs’ accouittalriby be secured have also been
provided. The DHB funders use limited sanctionsitesl to withholding (or threatening
to withhold) funding. Other sanctions include commityy complaints and also
disengagement. However, researchers (for exampi&etB 1988; Harris & Spanier,
1976; Stewart, 1984) suggest that the disengageafd?itiOs’ contracted providers and
their communities is a weak sanction and possigguces PHO accountability to
answerability, indicating a deficient accountabpilirocess. It is incumbent on PHOs (as

acceptors) to invite scrutiny (Leat, 1990; Mulga@03).
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The manner in which PHOs view these aspects ofuetability and consider the views

of stakeholders is discussed in the following chapt
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7. VOICES FROM PRIMARY HEALTH ORGANISATIONS

7.1. Introduction

In Chapter 6 the interview data are reported basedPrimary Health Organisations’
(PHOs) four key stakeholder groups. In this chapber interview findings and also
observations from the case study PHOs are exaniasedd on the PHQxer se

As in Chapter 6, the interview data are analysddun sections as follows:
(i) the role of PHOs and to whom PHOs are ‘fully andrdp accountable (Minister
of Health, 2001);
(i) why accountability is demanded of PHOs;
(i) for what PHOs are accountable; and
(iv) the process of accountability: mechanisms by wiiehaccountability of PHOs
may be obtained and sanctions or rewards alloc#tetthis section the interview

data are complemented by observations from thestadg PHOs.

Similar to the interview findings based on the staider groups, the findings relating to
the question: “to whom are PHOs accountable?”, wdrealysed on the basis of the four
case study PHOs, lie along a continuum ranging fileencommunity at one extreme to
the PHOs’ funders and service providers at the rothi&kewise, the interviewees’
responses to the question: “why is accountabilémdnded of PHOs?” lie along a
continuum extending from the view that accountapit a mechanism for controlling the
PHO at one extreme, to that of accountability amexhanism to enhance trust at the
other. Mapping the control-trust continuum agait& community-provider continuum,
and plotting the positions of the four PHOs in thsulting quadrants, provides insights
into the similarities and differences in the viegighe case study PHOS’ representatives
regarding the nature of accountability in their PH®addition, the mechanisms through
which stakeholders considered PHOs should discrergeuntability are compared to the
mechanisms PHOs currently use to discharge acdualitytaThis analysis is presented in

section 7-6.
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7.2. The role of PHOs and to whom they are accountable

The interviewees’ responses to questions addrefisingle of PHOs and to whom PHOs
are accountable, analysed on the basis of the dase study PHOs, are presented in
Figure 7-1. The responses are reported in mord tetaw.

Figure 7-1: PHO responses to the questions “What ke role of the PHO?” and “To whom are PHOs
accountable?”

PHO case study sites
Categories of responses Total | PHO1(9)| PHO2(9) PHO3(9) PHOA4(P)
(36)
No. | No.|] % | No. ] %| No] %| No| %
Prioritisation accorded to the community
(i) Delivering a total health service 20 6 q7 3 338 7 78 4 44
(i) Community-driven organisations 13 4 a4 D 22 5 56 2 22
(iif) Accountable to the community 36 9 |100| 9 |100| 9 |100( 9 | 100
- community 31 7 78 7 78 8 89 9 | 100
- enrolled population 10 2 22 2 22 5 55 1 11
- Maori 9 3 33| 3 33| 2 22 | 0 0
- taxpayers 7 2 22 3 33 2 22 0 0
- community groups 6 2 22 2 22 1 11 2 22
Prioritisation accorded to the providers
0] ‘GP-centric’ view on wellness 14 2 2p 5 65 3 33 4 44
(ii)(a) Following the direction of their
DHB 9 2 33| 4 33| 0 11 | 3 22
(ii)(b) Supporting General Practice 8 2 3 1 2
(i)  Accountable to the funder 32 8 8P T 18 8 89 7 78

7.2.1. Prioritisation accorded to the community

As may be seen from Figure 7-1, of the 20 intereiesvwho expressed the view that their
PHO is responsible for delivering a total healthviee (to act as an ‘umbrella’
organisation or ‘coordinator’), six (30%) were frd?hlO 1 and seven (35%) from PHO 3.
Similarly, of the 13 interviewees who considere@itiPHO to be community-driven
organisations, four (31%) were from PHO 1 and #htkrrfive (38%) from PHO 3. This
compares with approximately 15% of intervieweeseech of PHO 2 and PHO 4

expressing such views.

Reflecting the community orientation of PHO 1, dlajmorative project to employ a
community health worker was discussed at an An@eeral Meeting (AGM) of this
PHO. This involved the PHO performing a ‘coordimatole, extending the delivery of
primary health care services into the community .t AGM, the CEO explained the

partnering of a number of PHOs:
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This is an exciting project from our perspectiverhe funding was actually to pay
for a full time equivalent health coordinator. Shidsased in our PHO, but works
across all [the other] PHOs ... It took a while totgle ‘working together’
working properly ... but now its working really, rgalvell. (AGM PHO 1)

The concept of partnering with various communitgugrs was also discussed at an AGM
of PHO 1. For example, the PHO Chair noted:

There isn’t an enormous amount of new money inggrhealth, but there is an
enormous opportunity to partner with many organmsas ... to roll out good
initiatives that help our community ... We can onfieroour share of that
opportunity and the organisations we approach amatkwwith have also been
incredibly generous in the way that they have reged either to our initiative or
we've been able to respond to theirs. (AGM PHO 1)

This strategy appears to be similar to networkisgdascribed by Podolny and Page
(1998) where organisational members subjugate tipewer to develop shared

relationships.

Interviewees in PHO 1 also conveyed the importasicthe PHO being ‘community-
driven’. One of the community interviewees expres#as in the following terms, by
contrasting PHOs to DHBs:

It's good to have something embedded in the contynuni DHBs are such a
juggernaut (Interviewee PHO 1)

Like PHO 1, PHO 3 also sought to respond to othegamisations’ community
development initiatives. PHO 3 had obtained fundnagn its DHB in order to improve
access to primary health care by disadvantagedpgrou its community®*® The CEO
described the arrangement as follows:

We got our HEHA® contract which was about enhancing current groapd not
starting anything new. It was based on helping comity groups become more
sustainable and access the things they need tergilawee PHO 3)

The CEO explained that the funds were being usesh#&ble the community groups to
resource a coordinator to access services suclthase from dieticians, to provide
subsidised access to socialisation and exerciserypypties, and to provide healthy
shacks during group meetings. In order to deterrameppropriate prioritisation for the

allocation of its discretionary funding [includintg Services to Improve Access (SIA)

138 In order to preserve this PHOs’ anonymity, theugare not identified.

139 HEHA is an acronym for the Healthy Eating Healfkgtion programmes funded by DHBs.

193



funding], the PHO consulted with community group®pen meetings and through other
media. This enabled the PHO’s Board to identify tinest effective projects for
improving the community’s access to primary heaéne and to be transparent in its
spending of public money. One speaker at a commungeting suggested that the
process for ranking the suggested SIA projectsnaaking recommendations to the PHO
Board could be enhanced as follows:

Speaker 1: | guess that if any ... organisation tiedre wasn’'t an appropriate
process to evaluate their particular project thegultl ask that the initial
evaluation include a wider reference group ... (Comityumeeting PHO 3)

The second and third speaker concurred with tlggestion, noting:

Speaker 2: | think that would be an opportunity.ddesn’t have to be a big
reference group ... That's actually then an oppotiubecause they can also have
some peer reference at the same time. Also thare’'spportunity of member
organisations to be looking at the whole ratherthast what their organisation is
doing.

Speaker 3: That's a good idea ... | think more oktemrence group that offers
learning and feedback. (Community meeting PHO 3)

As explained in Chapter 2, Mays (2000) recommendpherating community
prioritisation (such as will be achieved by thiserence group) for primary health care
services, as it conveys to the community that SIAdE are scarce and prioritisation is
necessary. The ensuing decisions are also morg likehave increased legitimacy
amongst disadvantaged populations (Pross & Webb3;28immons & Birchall, 2005;
Taylor, 2004).

Figure 7-1 shows that all 36 of the intervieweesisiered that PHOs should be
accountable to ‘the community’ but that their viears who ‘the community’ comprises
covers a range of stakeholders; from patients étivelled population) to taxpayers. It is
reported above that the interviewees from PHO 1RIH® 3 conveyed that these PHOs
place primary emphasis on meeting the needs of doenmunity. Therefore, it may be
expected that these interviewees would have braattepts of ‘the community’.
However, Figure 7-1 shows that five (55%) of theeimiewees from PHO 3 indicated
that the PHO is accountable to its enrolled poputatthe narrowest concept of ‘the
community’. Despite this surprising finding, furthanalysis of their responses reveals
that all of these interviewees mentioned othergmates of ‘the community’ in addition
to the enrolled population. For example, one ineree from PHO 3 observed:

194



| think [PHO 3] is accountable to lots of differepeople really. It's accountable
to the public because they are spending public maosed providing public
services. They are accountable to the Ministry stnelDHB because they are the
government organisations that provide the money @aad have some leadership
role in designing population and public health pragmes and spending
strategies. | mean we get money to do all thatwacdcheed to show there is some
sort of outcome there. | think [PHO 3] is accouriato the health workers in the
area because there are important linkages that nedthppen between the [PHO
3] Board and [PHO 3] and the other health workingogps — of which primary
care practices are one, but you have also got phares, and occupational
health, and physios, and a whole range of othepfgea. The enrolled population
is part of the primary care practices and commur(itiyterviewee PHO 3)

Further, identification of the enrolled populatibg PHO 3 interviewees may also stem
from the manner in which the PHO delivers its segsi PHO 3 has a number of staff on
specific contracts to deliver health services iditoh to contracting for services from
General Practices and non governmental organisa(id®Os). This may explain why
the interviewees from this PHO mentioned the ‘detbpopulation’ more frequently than
interviewees from the other case study PHOs thatatchave staff delivering services

directly.

7.2.2. Prioritisation accorded to the providers

Unlike the interviewees from PHO 1 and PHO 3, thiose PHO 2 and PHO 4 expressed
views conveying that their PHOs accord priorityth@ providers of the PHO’s funds
and/or health care services. This emphasis on geovis reflected in the fact that, of the
14 interviewees who expressed the view that thdi® Fs responsible for a ‘GP-centric’
view on wellness [to support General Practition&@PBs) as the ‘medical homes’ of the
population], five (36%) are from PHO 2 and four ¥20from PHO 4. Similarly, of the 9
interviewees who considered that PHOs should folloeir DHB'’s direction, four (44%)
were from PHO 2 and a further three (33%) from PBWOThis compares with the
remaining 22% of interviewees from PHO 1 (and nfvam PHO 3) who expressed such
views. However, somewhat at odds with this findimghe fact that eight (89%) of the
interviewees from each of PHO 1 and PHO 3 consttiére PHO is accountable to its
funder, while only seven (78%) of the intervieweaseach of PHO 2 and PHO 4
expressed this view. This finding may reflect tmea number of interviewees in the

sample selected as the numerical difference ismahi
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Figure 7-1 shows that, of the four case studiesDQ PHaccords the greatest priority to
health care funding and service providers. Inteveies from PHO 4 appear to be
ambivalent: while four interviewees from this PH®peessed the idea that the PHO
should focus on improving patients’ health outconsesurther four noted that the PHO
should prioritise the needs of the community byngean ‘umbrella’ organisation to

coordinate health services.

The emphasis in PHO 2 and PHO 4 on meeting thesnafettheir providers was reflected
in responses from the interviewees. For examplepmtrast to asking the community to
rank SIA and/or Health Promotion funding streans gacurs in PHO 3), interviewees
from PHO 2 and PHO 4 explained:

We look to get alignment in the programmes thavevactually designed with the
DHB'’s District Annual Plan. (Interviewee PHO 2)

The outcomes are prescribed to a degree becauseu#myission we put in for
Health Promotion has to align with the DHB’s logaiorities which in turn align
to the national priorities. (Interviewee PHO 4)

The primary reason for discretionary funding beatigned with DHB planning appears
to be to reduce tension in the DHB/PHO relationdfaip described in Section 7-3-1).
Capitation funding, the largest single income stréar PHOs, may similarly be directed
by the DHB funder. Typically, PHOs pass on captatiunding directly to General
Practices which are independently managed and wam@mously determine patient co-
payment charges. However, interviewees from PHO ofech that, following the
deconstruction of the Interim PHO funding systenotigh the roll-out of increased
funding for particular age groups of patients (agl@&ned in Chapter 3), the Minister of
Health threatened not to increase that PHO’s fupdinless it ensured that the General
Practices with which it contracted reduced patierdpayments by a set amount. The
interviewee noted:

The PHO didn’t want to get involved in the pracsicbut the Minister advised it
that it should. Of course that was just beforefgeintroduction and the subsidies
and | can see that now ... Most of the Practices 'tidave their fee structure
right to be able to give the Minister the pleasofesaying that there had been a
$27 reduction ... The Minister has said he is contioggn and, “There will be no
subsidy coming to [this region] unless you get gelres in order.” (Interviewee
PHO 4)

While the number of interviewees from PHO 2 and P#H€tating that their PHOs were

accountable to their funding or service provide@swiot larger than the number of
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interviewees from PHO 1 and PHO 3, their respossesn to indicate that PHO 2 and

PHO 4 seek to develop close relationships withr thugiders and service providers.

7.2.3. PHOs’ positions on the community-provider continuum

Using the data provided in Figure 7-1, the ‘avergmesition’ of each PHO was
determined in a manner explained in detail in Aglpe®. The ‘average position’ of each

PHO is presented on the community-provider contimiru Figure 7-2.

Figure 7-2: PHOs’ views on the focus of PHOs’ respibility and accountability

Prioritisation

Prioritisation | 4 o Of providers
of community | " (of funding and/

or services)

@ PHo1 @ PHO2 @ PHO3 (4 PHO4

Analysing the responses of interviewees from tree cudy PHOs regarding the role of
the PHO and to whom it is accountable, differeraresevident in the attitudes of the two
PHOs that prioritise meeting the needs of their mamities and the two PHOs that focus
on meeting the needs of the providers of their iimgpdand/or contracted services.
However, from Figure 7-2 it is evident that PHOct@ds only slightly greater emphasis

to its providers than to its community.

7.3. Why accountability is demanded of PHOs

Differences in the attitudes of the intervieweemsrfrthe four case study PHOs are more
evident in the responses to the question, “Whycioantability demanded of PHOs?”
Their responses are summarised in Figure 7-3. Hhtiad to exploring this general
guestion, PHO and the DHB representatives from edctine four PHOs were asked
specific questions about how accountability as &haeism for control or to enhance
trust reflected practice. Figure 7-3 reveals thatihterviewees from PHO 4 indicated that
their DHB’s actions are more controlling than wadlected in the responses of the
interviewees from the other case study PHOs. Inirast) interviewees from PHO 1
expressed the opinion that their DHB’s actions echd trust. A number of actions in
PHO 2 and PHO 3 were also linked to trust.
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Figure 7-3: PHO responses to the question “Why iscaountability demanded of PHOs?”

PHO case study sites
Total | PHO1(9)| PHO2(9) PHO3(9) PHO4(P)
Categories of responses (36)

No. No.| % No. | % No. | % No.| %

* * * *

PHO accountability as a controlling mechanism
(i) DHBs use accountability to control 12 3 33 4 44 1 11 4 44
PHOs

(i) Answers to specific questions regarding DHBrol in PHO relationship

- Demands for financial and non-

financial reporting to the DHB mor¢ 1 - - - v

often than required by contract

- DHB reporting is unable to be used

by the PHO for internal 2 - 0 - 33| v | 33| v |100
management/other purposes

- DHB does not use PHO reports to

others as a basis of the discharge pf 2 - 4 - v

accountability™

PHO accountability enhances trust
(i) Accountability is a mechanism to
enhance trust 11 2 22 1 11 6 67 2 22

(i) Answers to specific questions regarding DHBi@ts to enhance extant trust in PHO relationship
- Demands for financial and non-
financial reporting to the DHB 3 v v v -
limited to that required by contract

- DHB reporting is able to be used by
the PHO for internal 2 v [100| v | 67 | - 67 | - 0
management/other purposes

- DHB uses PHO reports to others as

a basis of the discharge of 2 v - v -
accountability**

Consequence of control-trust continuum on the PHGsstternal image
(i) PHOs do not require external images 16 4 44 55 4 44 2 22

(ii) It is important for PHOs to have
external images 11 3 33 1 11 3 33 4 44

* |f this observation supports the statement, iejsresented by & and counted, otherwise it is
represented by a — and not counted.

7.3.1. PHO accountability as a controlling mechanism

As may be seen from Figure 7-3, 12 intervieweesesged the view that accountability
iIs demanded of PHOs as a controlling mechanisnt: (82£6) of these interviewees were
from PHO 2 and a further four (33%) from PHO 4.sTbompares with three interviewees
(25%) from PHO 1 and one (9%) from PHO 3. The wvitavees from PHO 4 conveyed
that central control began in this PHO when Brémary Health Care Strategwas

‘imposed’ upon GPs. While the Minister of HealthOQ2) announced that the PHO

140 Except for the contractual requirement that Pi@st produce an annual report.

141 For example DHB attends AGM, may review publialsailable material.
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structure was not mandatory and fee-for-servicedifugh would continue for GPs who
chose to remain outside of the system, the pemepémained that GPs had little choice.
For example, the Minister of Health used the rfwading regime to ensure PHOs were
established in rural areas. As an interviewee fRMI©O 4 explained:

One of the carrots to hook people into PHOs in riNaw Zealand is that prior to
PHOs there was a dollop of money that came wittn geatient depending on the
category of who we saw, and then in order try tprone rural medicine they had
things like rural retention and reasonable rostets, etc. That was quite a bit of
extra money going into those country Practices #rad was the carrot — or stick
really. They said that if you stuck with the oldtsyn you couldn’t have access to
that funding any more. So, in order to have thatlfug, people had to move into a
PHO model. It wasn’t a particularly willing marriag but it seems to have worked
so far. (Interviewee PHO 4)

Although this interviewee noted that the model feed to have worked so far,” s/he
further explained the implementation of fRemary Health Care Strateggs follows:

| think there was the political vision which wa® tkind of shared vision of the
partnership between the M&ori and the providers anchmunity to improve the
health of the people. And that was a really goashidsing capitation so that we
have a fixed cake you can slice as you chose, teink it was a really good
philosophy. But operationally it is flawed in theywvthat it has been devolved.
There is such a bureaucracy and we spend a lotimg tgoing through
bureaucratic loops. The DHB is not empowering. PO is very restricted in
what we can do there, so the vision of being ablmake a difference isn’t really
being achieved, but people do get lower cost otsed(Interviewee PHO 4)

It appears that strong DHB control reduces thdiliked that responsibility for primary
health care will be devolved to this PHO to enabte become a ‘coordinator’ of health
care services or community-driven. The ensuing lafckutonomy can be frustrating for

the PHO as noted by one interviewee:

The bureaucracy frustrates our Board members bexaves prepare a proposal
and it goes to the [PHO] Board and they say, “Yeattooks fine, no worries, get
it done.” And then it goes into the DHB and thenates back, “We’ll get back to
you with comments.” And then the comments come, lRbdase reply to our
comments.” We reply and attempt to set up meetingshen once they have it all
tidied, it goes off to the Ministry ... A lot of tbemments could easily be answered
if the programme was approved and we were gettimgvih it. But the DHB
won't submit it to the Ministry for tick off untverything’s been ticked off ... It's
like a maze ... And we just said to them, “You neealcknowledge that around
our Board table we've got very skilled businessiaeth mature community reps.”
You know, they are accountants and the like andgines have been running
businesses for years and years. Why don’t yougwelegated authority up to a
specific level? (Interviewee PHO 4)

199



When the DHB processes delay proposals, the efeawss of community representation
at PHO Board level [encouraged under Brégmary Health Care StrategfMinister of
Health, 2001)] is likely to diminish. Further, imeewees from PHO 4 were unsure why
they were subjected to DHB delays, especially as:

... already the programmes we’ve got going are mioa@ delivering the outputs,
they are gaining momentum ... that would be the cewgr would fall back on and
say, “You had concerns about this, but look at higsvgone.” (Interviewee PHO
4)

At the time the interviews were conducted, a sigaiit proportion of the discretionary
funding for PHO 4 remained unspent because appneaal pending for projects that
would allow the PHO to spend the funds. In thataegthe DHB control did not seem to
be limited to the case study PHO. It was reporied another local PHO sought to apply
SIA funds to employ a community worker to locatel amrol individuals who were not

currently accessing the benefits of PHO enrolmémt ¢xample, reduced co-payment
charges for visits to the GP and cheaper pharmiaeés)t However, this PHO’s request
to spend its SIA funding in this way was not supgdhby the DHB. An interviewee from

PHO 4 reported that, in respect of the communitykenoproposal, the DHB:

... has just refused [the other PHO’s] request todhawcommunity based linkage
worker because they say it is going to bring peapte the Doctor and put more
income into the Doctor and they don’t want to datth. It is not conducive to
their objectives. (Interviewee PHO 4)

Further, although (as explained in Chapter 3) teddPmance Management Funding is
allocated to PHOs for supporting and enhancing @mynhmealth care practice, the DHB of
PHO 4 will not disperse Performance Managementifghdntil the DHB has approved

the spending of those funds.

Answers to the question “why is accountability deded of PHOs?” were explored
further with PHO and DHB representatives from eathhe four case study PHOs. In
PHO 4, the DHB held weekly meetings with the PHEe(Section 7-6) at which minutes
were taken. The frequency of these meetings exceémdseporting required under the
DHB/PHO contract. Further, the reports that the Ppt@vided to the DHB were not
useful for internal management purposes and therefonstituted additional information
that needed to be collected and collated. Askingethdr the DHB substituted or
augmented the reports it demanded from the PH@dars its accountability by using

mechanisms that the PHO prepared for others, egbut a negative answer. Instead,
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PHO 4 asked for a DHB representative to be preaethe PHO’'s AGMs in order to
present the DHB’s viewpoints, but the DHB declirmtt did not attend either of the
PHO’s AGMs held during the case study period. Musmd Hatherly (1993) suggest that
demands for more reporting and surveillance imghesuse of accountability as control,
but that lateral accountability enhancing trustwdraupon self-audit and existing

mechanisms.

Tight DHB control also surfaced as an issue in PH®specially in respect of the PHO’s
discretionary funding streams. An interviewee frBRO 2 noted, for example:

While the Health Promotion and SIA money sits @R O’s bank account ... the
PHO actually can’t use it ... All of it has got to ¢fwough a formal approval
process at the DHB. The PHO does not go ahead oimiaative until the DHB
has actually signed it off and the PHO has someiserspecs in place to deliver
it. (Interviewee PHO 2)

Additionally, even when a programme is approved® DHB’s control means that
changed priorities may be imposed upon the PHOs Was the case when the DHB
required PHO 2 to use its SIA funds to introduceeering for Cardio Vascular Disease
(CVD) amongst high-risk patients. An intervieweenfr PHO 2 reported:

We're actually looking over the next year at art skiategy of one programme in
order to bring in CVD. We've only got a set amowft money and my
understanding of the DHB, and we’ve had quite aolotiscussion with them, is
that the Ministry are not going to provide furthfeinding for this ... So we’ve had
a lot of discussions — the Board, myself, the DHBel which programmes shall
we all look at and see what we’re actually goingstop? Because that’'s what it
comes down to, we're going to have to stop somgtimrorder to pick up CVD

Risk screening. (Interviewee PHO 2)

When the balancing of local needs and DHB priwitigas discussed with a DHB
representative, the representative acknowledgelderélis a tension between the PHOs
and DHBs around micro-management.” However the DHhiBrviewee noted that the
DHB has the right to control PHOs under contract explained the process as follows:

Because of the way that PHOs are set up and theowagontracts are structured
with them, they’re required to go through an agreeimprocess with us around
how they spend some of their discretionary fundiimgerviewee PHO 2)

This provides an example of strong funder contrgdased to limit the PHO’s power and
to direct the PHO’s spending of its funding alleoat In addition, as many of the

proposals for new PHO programmes encroach on #ratwere formerly DHB domains,
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tension between the PHO and DHB results. An ingsveie from PHO 2 explained:

The DHB felt their power threatened - is that a wéram allowed to use? The
DHB used to be able to spend that money themsdluespw we’ve got it, but we
have to account for the spending of it to the DidBhere’s a power struggle ... a
lot of personalities and that sort of thing. (Inteswee PHO 2)

While the notion of ‘contested space’ may applyh® perception that PHOs encroach on
DHB territory, ‘contested space’ also arises agsult of the complexity of the health
care system. As another interviewee from PHO 2robse

The health sector’s really diverse and really cogikd, not only in a financial
sense but also around clinical interactions andesoland responsibilities, say,
“Who’s actually responsible for a patient?” and,s'lthere a single gatekeeper or
not?” ... and for the DHB as a provider of secondagyvices, “Where does its
responsibility start?” ... A lot of the DHB’s serviare actually based in the
community so it also has a primary care role. Thathere the complexity lies and
that's where the PHOs see some of their roles asgblenited by the DHB. But
it's actually the DHB’s responsibility and not tRé1Os. (Interviewee PHO 2)

Disagreement about ‘contested space’ arising froiacla of clarity between PHOs and
DHBs on the boundaries of their respective resynilitg#s creates tension in the
DHB/PHO relationship and this, in turn, reflects B$1 use of accountability as a control
(or trust-enhancing) mechanism. This notion of tested space’ is further developed in
Chapter 9.

In PHO 4, the operation of control by the DHB reeicstimulus in the PHO for
collaboration and community input into decision-mmak Along similar lines, in PHO 2 a
struggle with the DHB over appropriate programmed priorities resulted in reduced
community engagement because of a concern aboatitbeme. As a PHO 2 interviewee
explained:

| think for me the one thing | find most difficidtcommunity engagement — both
doing it well and, if you do it really well, whatthe outcome of that? Are we
really going to change as a result of that, becatiseight mean putting a whole

heap behind us and starting new initiatives thaghminot be that evidence based
either? (Interviewee PHO 2)

The interviewee explained that PHO 2 has already vequired to accommodate DHB
demands for programmes that were additional toethdentified for implementation by
the PHO.

The case study data indicates that when a DHB asesuntability as a controlling
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mechanism, the affected PHOs do not readily seglortygnities to engage with their
communities and are less likely to participate aiaborative activities with community
groups. A model depicting the nature of PHO accalifity relationships that result from
accountability being used as a controlling mechans presented in Figure 7-4. A PHO
for which this archetypal model applies has straupyvards’ accountability to its DHB
and indirect accountability to its enrolled popidat This accountability is discharged
through the PHO’s contracted providers (includimy &GOs that the PHO chooses to
contract with). These third party organisations @s® in hierarchical relationships with
the PHO, as depicted in Figure 7-4. The responsgs iterviewees from PHO 2 and
PHO 4 indicate that this model (or variations tloérapplies to these PHOs.

Figure 7-4: The hierarchically controlled PHO accoutability model
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7.3.2. PHO accountability enhances trust

In contrast to PHO 2 and PHO 4, the responsesteifviewees from PHO 1 and PHO 3

indicate that their PHO/DHB accountability relattip enhances trust. From Figure 7-3
it may be seen that of the 11 interviewees whogyeecaccountability as a mechanism to
enhance trust, six (55%) were from PHO 3, two (18%j)e from PHO 1 and PHO 4 and

1 (9%) were from PHO 2.
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A dimension of using accountability to enhancettisghat of a shared vision or shared
goals. Such shared goals were identified by amviigiee from PHO 3 as follows:

We've always seen our role as being more than tpesgle enrolled with us and
we’ve always seen our role as being far wider ttl@Medical Practices involved
in the PHO. That’'s never been significantly quesb within the PHO. Actually,
one of the things that brings us together is thathave a shared vision about what
we are actually trying to achieve. While we mayadise with how each of us go
about doing it sometimes, we still agree with thd goal and that’'s who we want
to get to. (Interviewee PHO 3)

Interviewees from this PHO conveyed that staff eodtracted providers subscribe to the
organisational mission to deliver a total healthviee to improve the health of a

disadvantaged population. An interviewee from PHded a further benefit of a

trusting environment:

We have a high level of respect and | think thaamseyou can raise some quite
difficult issues quite safely and work them thraugterviewee PHO 3)

Fry (1995) observes that shared goals comprise asgect of trust-enhancing
accountability that allows for the negotiation ob-@perative action. The following
observations from both PHO 3 and PHO 1 reflect dperation of accountability to
enhance trust and collaboration:

The new structure ... has in my view allowed morklgotation ... For somebody
. in quite a different sector ... to work alongsidéealth provider and give a
framework because there is a common goal. (IntereeePHO 3)

[An NGO] said, “We need some resources there” andve said, “OK, give us a
project plan.” And they did, so we've committedp&x annum over three years to
it. We report back to that group so the progregsorés go to [the NGO] and [the
NGO] comments on them and determines the direcaifothe project actually.
(Interviewee PHO 1)

As indicated in section 7.3.1, an important means vwhich DHBs secure the
accountability of PHOs is to demand that the PH&mort various matters to them (i.e.
the DHBs). In a controlling environment, as in PRRGand PHO 4, such reporting is
extensive, however, where trust exists, it maydakiced. This was reflected in comments
from interviewees from PHO 3. An interviewee fromstPHO, who was also a DHB
staff member, noted for example:

| think maybe, the accountability, now that we hallethis data, now that the
PHOs are really up and running and the base lingadig excellent, that the
accountability pendulum might need to swing batikla bit, just cut them a bit of
slack ... I do think that we’re asking a lot of a dmeeganisation and that doesn’t
seem very accountable (laughs), that doesn’t semmyn fair ... But the quid pro
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quo of capitation funding and certainty of incoradeing able to show that you've
done something with it, so maybe this is as goodfsagoing to get. (Interviewee
PHO 3)

Another interviewee from PHO 3 identified the ndedbalance in the reporting that is
required. About the reporting s/he stated:

It is a bit of a nuisance to be honest; it's a papar ... We agree that we should
be reporting back for the funding, but it would tiee to have better processes
around it ... We would rather be out in the commudiiyng ... not behind the

computer writing reports. To do the six monthlyaep takes quite a while, but

it's trying to get that balance ... (Interview PHO 3)

Answers to the question “why is accountability deded of PHOs?” were explored
further with PHO and DHB representatives. ThosenfRHO 3 observed that, while PHO
3 was in regular contact with its DHB, the repagtilemanded by the DHB was limited
to that required under the DHB/PHO contract. Furtleenior DHB representatives
attended the two AGMs held by PHO 3 during the isdy period, suggesting that this
DHB endorses the reports this PHO makes to itsrathekeholders. Similar remarks
apply to senior DHB representatives attending tii&v& PHO 1 held during the case
study period.

PHO 1 was also able to use reports it preparethfemal reporting purposes as the basis
for its DHB contractual reporting. A PHO 1 interwiee explained:

Our own reporting is designed to inform our Boamtavhat the Board needs to
know and we actually report really fully to the Bda.. The [DHB] reporting is at

a much higher level and just really involves takouy own reporting, aggregating
it and putting it in another format and sendingft. (Interviewee PHO 1)

Where a DHB and PHO enjoy a trusting relationsthigg may result in the PHO having
greater autonomy over use of its funds. As anwigaree from PHO 3 observed:

| think the better the relationship you have betwgwe PHO and the DHB ... that
you actually say, “We’re going to give you x numbédollars for services,” and

have the faith that they’re going to be delivereithout putting an onerous or
significant reporting on top of that. (InterviewelO 3)

The responses of the interviewees, particularlgehivom PHO 1 and PHO 3, indicate
that a PHO for which accountability is used to emmatrust and shared values is

characterised by the generalised accountabilityehpiesented in Figure 7-5.

205



Figure 7-5: The PHO accountability model based orrtist
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' A PHO that acts as a conduit will not provide services directly to the population.

From Figure 7-5 it may be seen that, rather tham ‘tipwards’ accountability that
characterises a PHO which is controlled by its DHBJOs that enjoy a trusting
relationship with their DHB have lateral accounligépto the DHB and also to their staff
members, contracted General Practices and NGOsdilater primary health care
services. In addition, these PHOs have a direerdhiaccountability relationship with
their community at large, rather than being limitex the enrolled population and
discharged indirectly through providers (as in twntrol model in Figure 7-4). The
responses from interviewees from PHO 1 and PHQIRate that this archetypal model

(or variations thereof) reflects the accountabil@lationships of these PHOs.

7.3.3. Consequence of the continuum on a PHO's externalage

As explained in Chapter 6, interviewees considetieat an important feature of

developing a trusting relationship between the DidBshe one hand and the community
on the other is that the PHO possesses a distitetral image. However, from Figure 7-
3 it may be seen that, contrary to expectationgrnmewees from PHO 1 and PHO 3
considered that PHOs do not require an externajémidevertheless, the Chair of PHO 1
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stated that an autonomous PHO is required in doteéhe PHO to continue to improve.
S/he asked the attendees at one of the PHO’s AGMseep the PHO before the public,”
saying:

At the end of the night we have laid bare our ssses, our hopes and our
aspirations. | hope they satisfy you, but | alsgpdidhat you challenge us to
continue that progress, because if we don’'t comtitluat progress, we're only
sitting on our laurels. That’'s not what we intelddb, it's not what we’re charged
to do, so keep us on our toes, keep us workingy ésesupported and keep us
before the public. (AGM PHO 1)

A media reporter (from PHO 4) also commented thdOPB need to be proactive in
respect of their external image and expressedisarfirat in the case of PHO 4:

The Press Releases we get are from the Districtithlddoard. | am surprised
because | would have thought it was the PHO'’s resimility. | used to live [in

another region] and the PHO there was quite proaztiThey had to get their
message out and tell people about what they wargd@nterviewee PHO 4)

In respect of PHO/DHB relationships where accoufitgbs a controlling mechanism,
five (55%) of interviewees from PHO 2 expressedviesv that an external PHO image is
not required. However, four of the interviewees%34from PHO 4 which is tightly
controlled by its DHB and does not have a strordgpendent identity, expressed the
view that it is important for a PHO to gain an awgmous external identity. An
interviewee from PHO 4 noted, for example:

We don’'t want to be involved with anyone else yest... otherwise it would have

just muddied the whole process and structure tleahad set up ... The PHO is so
new, we are having to establish ourselves and poawrselves, so we have to get
some runs on the board for ourselves to show we hatured. (Interviewee PHO

4)

This observation suggests that the early stagésiotontrolled PHO have been marked
by an internal focus that reduces the capacity dlingness of PHO 4 to work
collaboratively with other stakeholders.

7.3.4. PHOs’ positions on the control-trust continuum

Using the data provided in Figure 7-3, the ‘avergmgesition;’ of each PHO was
determined in a manner explained in detail in Apjper6. The ‘average positions’ of

each PHO are presented in Figure 7-6 on a comtrst-tontinuum.
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From Figure 7-6 it may be seen that the interviexfeem PHO 4 and PHO 2 conveyed
that the DHB in their regions use accountabilitycntrol their respective PHOSs. In
contrast, the interviewees from PHO 1 and PHO 3Jifsggl that for their PHOs,
accountability is used as a mechanism to fostest toetween the PHO and the relevant
DHB on the one hand and both their enrolled popariaand the wider community on the

other.

Figure 7-6: The reason for accountability in the DHB/PHO relationship — a PHO view

PHO accountability as a
controlling mechanism

PHO 3

PHO accountability
enhances extant trust

7.4. The position of the PHOs in relation to the two cimuums

Mapping the community-provider continuum againse tleontrol-trust continuum
generates four quadrants in which the four PHOs bwyocated. The results of this
mapping are presented in Figure 7-7 and the quedear labelled A to D from left to

right and top to bottom.

From Figure 7-7 it may be seen that the four cdasdysPHOs fall into two main

guadrants, that is:
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e quadrant B describes a model where the PHOs ps®rineeting the needs of
funding and service providers over those of theroomity and are subject to strong
control from their DHB (PHO 2 and PHO 4 are locatethis quadrant); and

e quadrant C describes a model where the PHOs js®mheeting the needs of the
community over those of their providers and whére DHB/PHO accountability

relationship enhances extant trust (PHO 1 and Pl Bocated in this quadrant).

Figure 7-7: PHO case study sites in quadrants of aountability

PHO accountability as a
controlling mechanism

Prioritisation
Prioritisation of provider
of community » (of funding and/
or services)

. PHO 3

v

PHO accountability
enhances extant trust

The interview data from which the models depicted-igures 7-4 and 7-5 are derived
appear to confirm the hypothesis of Dubnick andideg2004) that hierarchical and
egalitarian cultures generate different forms afoamtability. The PHOs selected for this
research display distinctly different attributess (explained in Chapter 5) and the
clustering of PHO 2 and PHO 4 on the one hand,RiH® 1 and PHO 3 on the other,
cannot be explained by the numeric size of theirolead population, the PHO'’s

geographical location, or the socio-economic, eftyior age characteristics of their
enrolled populations. Analysis of the PHOs’ struetu(including organisational type)

and suggested reasons for the identified clustearegprovided in Chapter 8.

209



7.5. For what are PHOs accountable?

As explained in Chapters 5 and 6, in addition targsthe interviewees about the role of,
and to whom their PHO is accountable, and why #dsountability is demanded of
PHOs, they were asked, “For what are PHOs accol@®abheir responses, analysed on

the basis of the four case study PHOSs, are pres@ntégure 7-8.

Figure 7-8: PHO responses to the question “For whadre PHOs accountable?”

PHO case study sites

Total (36) | PHO1(9) PHO2(9) PHO3(®) PHO4(9)
Categories of responses No. No.| % | No.] % | Nol| %| No %
Accountability for outputs 35 8 89 9| 100 8 89 9 100
PHOs are accountable for:
- careful use of funds 32 8 89 8 89 9 |100| 7 78
- high quality programmes and servicgs 18 4 44 3 33 6 67 5 56
- efficient and effective procedures 14 2 22 6 67 5 56 2 22
Accountability for outcomes 32 8 89 8 89 8 89 8 89
PHOs are accountable for:
- mission chosen and choices made SL 25 6 67 7 78 5 56 6 67
- managing stakeholders’ expectation 13 3 33 4 44 3 33 3 33

From Figure 7-8, it may be seen that the majoritinterviewees in all four of the case
study PHOs consider that their PHO is accountatmebbth outputs and outcomes. In
terms of outputs, 35 of the 36 interviewees exm@sthe opinion that PHOs are
accountable for outputs, including:

() the careful use of the funds derived from patiamis the public purse;

(i) providing quality programmes and services; and

(ii) developing and implementing efficient and effectirecedures.

In respect of the careful use of funds, the PHOsewsmilar and there were few

differences between the PHOs as to accountabitityhigh quality programmes and

services. However, in Chapter 6, Figure 6-6 showbkdt providers mentioned

accountability for efficient and effective procedsir more frequently than other
interviewees and in Figure 7-8 it can be obsenhad, twhen these were displayed by
PHO, both PHO 2 and PHO 3 interviewees mentionedgalures more frequently than
those in PHO 1 and PHO 4. This may be due to PH@i2g closely aligned to its IPA

providers and the amount of service provision utadten directly by PHO 3.

Regarding PHOs’ accountability for outcomes, 32hef 36 interviewees noted that PHOs

should be accountable for:
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(i) the mission they chose and the choices they makk; a

(i) for managing their stakeholders’ expectations.

There was little variation in the views of intemiees from the four case study PHOs.

7.6. The process of accountability: mechanisms, sanci@and rewards

Despite the opinions of interviewees from the foase study PHOs being fairly similar
as regards the outputs and outcomes for which P$#©Osld be held accountable, their
views on how PHOs should discharge their accoulittakiliffered markedly. The
accountability processes occur after the accemsplonsibility has been performed and,
therefore, may be regarded as ‘the post-mortencidrd (Bovens, 2005b; Normanton,
1971). ThePrimary Health Care Strateg{Minister of Health, 2001) requirement for
PHOs to be ‘fully and openly accountable’ seemsuiggest that:

* mechanisms should exist through which PHOs can ddd to account (these

appear to involve reporting of some sort); and
* the accountability reporting does not allow PHOs hide their failures or

inadequacies [by emphasising ‘fields of visibilif@trathern, 2000)].

The interviewees’ responses to questions about R&VOs should discharge their
accountability and the sanctions and rewards thay rbe allocated to PHOs in

appropriate cases are indicated in Figure 7-9.
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Figure 7-9: PHO responses to the questions “How shtil PHOs discharge accountability?” and
“What sanctions and rewards may be allocated to PHE?”

PHO case study sites
Total | PHO1(9)| PHO2(9) PHO3(9) PHO4((P)
Categories of responses (36)
No. No.| % | No.|] %| No| %| No %
Accountability for outputs 28 7 78 7 78 6 67 8 89
(i) To providers of funds
- Contract reports, funder meetingg 12 2 22 4 44 | 4 44 2 22
- Audits of financial reports and 9 5 55 2 22 1 11 1 11
performance
(ii) To the community
- Annual report 7 3 33 1 11 0 0 3 33
- Reduced patient co-payments 8 0 0 1 11 3 33 4 44
- Media reports 22 6 67 6 67 3 33 7 78
Accountability for outcomes 26 8 89 8 89 6 67 4 44
(i) To providers of funds and services
- Reporting to and by staff/contracted 19 7 78 4 44 | 4 44 | 4 44
providers
(ii) To the community
- Community meetings and AGMs | 24 7 78 6 67 5 56 6 67
- Board representation 23 7 78 6 67 5 56 5 55
- Providing local employment 6 2 22 2 22 1 11 1 11
Sanctions and rewards 18 5 55 6 67 4 44 3 33
(i) Provider sanctions
- Provider claw back or withholding
of funds 7 2 22 1 11 2 13 2 0
(ii) Community sanctions
- Community complaints 9 3 33 1 11 3 33 2 22
- Community disengagement 5 1 11 4 44 0 0 0 0

7.6.1. Accountability for outputs

(i) To providers of funds

Under their contractual agreement with their DHBir{igtry of Health, n.d.) PHOs must
present annual and six-monthly reports to their ki@ include narrative (non-financial)
information; these may be styled as Statementseo§i&@ Performanc#? As may be

seen in Figure 7-9, 12 interviewees stated that $ld@ntractual reports to their funding
providers were a means for PHOs to discharge #ttemuntability. Of these interviewees,
four (33%) were from each of PHO 2 and PHO 3. Tdosnpares with two (17%)

interviewees from each of PHO 1 and PHO 4. As awshin Figure 7-10, in response to

specific questions, the interviewees revealed #tlaof the case study PHOs regularly

192" These are discussed briefly in Chapter 4 ineeet-7-1.(ii).
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communicate with relevant DHB staff members throaghtractual reporting, meetings,

and other mechanisms.

Figure 7-10: Contract reports and funder meetingshrough which the case study PHOs discharge
accountability to their DHB

| PHO1| PHO2| PHO3] PHO#4
Mechanisms required by contract
Audited annual report v v v v
Contractual 6 monthly reporting v v v v
Mechanisms not required by contract but demandeddiyB
Annual meeting between PHO and DHB Boards (or their v/ v v v
representatives)
PHO staff meet formally with DHB staff monthly orome 4
regularly (about contract)
Monthly or other regular written reporting required v

As previously noted, PHOs are required to providarsonthly and annual reports. These
reports mainly focus on outputs as explained by@H8 interviewee:

There’s very little | can get out of the financiata ... it's rather high level and ...
is largely around widget counting. It's about outpwand very little about what
that five hundred thousand dollars has actuallywaekd. (Interviewee PHO 2)

Accordingly, the DHB staff also require non-finaaicieporting, as described by another
DHB staff member who commented on the PHO repodmpllows:

We're looking to see that they’re being accountdblethe resource that they've
got and we rely on the dispassionate data of th& rmimbers and then the
complementary data of the narrative to find outhét’s what they’re actually
doing. In terms of narrative we want somethingdamplement the numbers, some
kind of process or activity report. What's happenout there, what's being done,
what's the problem, what have they done to solw#oithey need more money? ...
Sometimes it's what's not said that brings thingsttie forefront. (Interviewee
DHB 3)

One reaction to accountability as control is toadhstrictly to the contract, so that in
PHO 2 the CEO noted:

| used to give the DHB quarterly reports. | now mdkem six-monthly reports
because against the contract only a six-monthlpreépg is required. (Interviewee
PHO 2)

This was further explained by the relevant DHBfstaémber who noted that requests for
greater transparency had not achieved the dedfiestt.€This interviewee commented:

The contract only requires six-monthly reportingit bve had an arrangement
whereby [PHO 2] provided it quarterly because tivegre accusing us of micro-
management. We said, “Fine, we’'ll leave you aldnga know what's happening,
which means greater transparency, which means greaporting.” ... It's not
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happening now, but you can see what the tension (ivdsrviewee PHO 2)

For PHO 4, the DHB control resulted in the PHO paiequired to attend meetings with
the DHB on a weekly basis. Minutes of these werngt leend agreed actions circulated.
Other reporting was also demanded more frequemifn trequired by contract, as
explained by the CEO:

| meet with Primary Care Policy Analyst every wedle take minutes ... | do a
monthly report for the DHB ... that’s a full repoiftwhat we’ve done in the month
and what’s happening including progress on the paaogmes and the initiatives ...
It's just purely a non-financial report. (Intervi@g PHO 4)

In contrast, building a trusting relationship thgbutransparent, voluntarily provided
information was described by the CEO of PHO 1 #eVis:

We report consistently and constantly out of thgoreng cycle. [The DHB] gets
copies of every status report we do on Health Ptwnowhich we do monthly.
They get copies of the stuff that | send out ardbi®d so they are always actually
in the loop. (Interviewee PHO 1)

DHBs may require additional meetings that are motthe PHO/DHB contract. For
example, the DHB Board of each case study PHOdduihe PHO Boards to meet with
them as a chance to build relationships and peténtio encourage a joint strategic
focus. In addition, the DHB/PHO meetings also pnése an opportunity for the DHB to
account to the PHO, enhancing trust through reiahg building. One DHB staff
member commented on the DHB Board meetings with #&&follows:

The Board to Board meetings are good, becausangbrall the PHOs forward in

the Board's mind ... | think it's about primary héglit's about accountability, it's

about building relationships. It could well be mdog the [DHB] Board’s benefit

and the Board’s exercising its own accountabilgp, the Board knows what's
going on. (Interviewee PHO 3)

Figure 7-9 shows that nine interviewees indicated external and internal audits are an
integral element of the accountability processeRB6%) of the interviewees expressing
this view were from PHO 1, two (22%) from PHO 2damne (11%) each from PHO 3
and PHO 4. While DHBs audit General Practices ad@#$on their claiming behaviour
(as noted in Chapter 4), PHO 1 audits a sampléef tontracted General Practices on
their fees and claiming operatiot{$The rationale for this was provided by the Chdir o

PHO 1 who explained:

143 This is an example of the manner in which cdraral trust may balance each other. This concept is
further explored in Chapter 9.
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| believe audits are important ... Since there arererous amounts of money
being put into primary health in the sense thatreéteea ring-fencing, we can’t

afford bad publicity, we can't afford bad outcomeg can’t afford misuse of
money, we can't afford rotten eggs in the systemes3entially we’'ve got to be
very vigilant in the process. (Interviewee PHO 1)

The capitation funding constitutes the largest imgdstream to PHOs (see Figure 3-7)
and is paid, almost exclusively, to contracted @Gan€ractice service providers. In
respect of discretionary funding streams, the gudigramme of PHO 1 does not extend
to the NGOs with which it contracts, but the NGOniracts are closely monitored. While
the Chair's comment above suggests that vigilancexpenditure is one reason for the
audit, another interviewee from this PHO noted thabbust systems rendered an
organisation auditable; a continuing audit prograroonfirmed, not only that financial
goals were being met, but that the organisatioesRRIO contracted with were well-

organised and operated.

As noted in Chapter 3, the service performanceroYiders is subject to professional
self-regulation and disgruntled patients may réfieir case to the Health and Disability
Commissioner. Before this escalation occurs, howea@ audit may uncover a problem
SO that corrective measures may be implemented d$pect of the PHO support was
noted by one Board member when they commented:

If somebody has been doing a lot of one type oicewe might send one of the
clinical governance GPs along, and say, “Why arei ywing that?” “Well we
thought that this was how it was supposed to b&Vell actually no.” So there is
that kind of audit going on at a level, but | wolde very uncomfortable knowing
the names of providers at the Board level ... I\yestt to know that it is dealt with
in the clinical governance forum at the appropridével and in a confidential
way, in a supportive way, but with teeth if thegaé. (Interviewee PHO 2)

One of the community stakeholders also noted thdits provide a mechanism that
enable the public to be assured that serviceseang Iprovided appropriately:

I’'m not very good at financials, but | would like $ee audits of service published,
whether they provided the service they said theyldvo.. where they’'ve been
given some money ... are they providing quality cé2zénterviewee PHO 1)

While the Ministry of Health and DHBs have authprib undertake such audits, the
outcomes of those audits are not publicly availabte were they undertaken of any of

the case study PHOs.
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(i) To the community

From Figure 7-9 it can be seen that seven inteegsvwstated that PHOs should discharge
accountability through annual reports. These areomtractual requirement and were
mentioned by three (43%) of the interviewees fradOPL, and PHO 4, one (14%) from
PHO 2 and none from PHO 3. While one Chair noted thobody reads them,” the
annual reports of the case study PHOs were presahtbeir AGMSs.

In Chapter 6 it was observed that of the eightruisvees who stated that one role of the
PHO is to effect lower fees for health care sesjiéwe (83%) of these were community
stakeholders. Figure 7-9 shows that four (50%)hef interviewees from PHO 4, three
(38%) from PHO 3, one (12%) from PHO 2 and nonenfidHO 1 mentioned reduced

patient co-payments in their interviews. One in@mee noted:

| don’t know if people understand PHOs. Then adadon’t know if they need to.

Perhaps all they need to know is that the GP feexheaper. | don’'t know if they

understand the whole structure and all that, buhdy are aware that the fees are
cheaper perhaps that’'s the main thing. (IntervieRetO 3)

As PHO 4 and PHO 3 are the smallest of the casly #1Os, it appears that reducing
fees is an issue of small PHOs, rather than ldfigavever, it may also be related to the
socio-economic level of the enrolled population. Amterviewee from PHO 3
(characterised by an enrolled population with a $mw@io-economic level and the smallest
of the four case study PHOSs) reported that, atranconity meeting held by a General
Practice service provider contracted by PHO 3,I¢vel of fees was highly important.
S/he observed:

The big thing the community wanted to know isefgbvernment changed, would
fees be kept low. That was their big concern (Ia)g8o then they all decided that
everyone should vote Labour (laugtfs).. as fees were seen as quite a barrier.
They had a lot of concerns about suddenly being b#o having to pay a lot and
that was a big area of concern for two or three leat the meeting. (Interviewee
PHO 3)

Reducing patient co-payments aligns with the Wadddalth Organization’s (1978)
challenge to provide equitable access to qualitygry health care.

144" The Labour party was the major coalition partpawer from 1999-2008 and was responsible for the
Primary Health Care Strategylhe meeting referred to in the interview was haighroximately 12
months before the 2008 election. Public opinion wending against the Labour coalition at that time
with the inference that a National-led collationyniae able to form a government after the 2008
elections. At the time National’s position on priphealth care funding was unknown.
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As may be seen in Figure 7-9, 22 interviewees roeati media reports (including the
local newspaper, newsletters, local radio and T¥)aamechanism through which
accountability should be discharged by PHOs. S€@286) of the interviewees were
from PHO 4, six (27%) from each of PHO 1 and PHGhEge (14%) from PHO 3. The
types of media reported by interviewees as curydming used by the four case study

PHOs are summarised in Figure 7-11.

Figure 7-11: Media through which PHOs discharge aauntability

PHO 1 PHO 2 PHO 3 PHO 4
Newspaper articles v v v v
Appearances on local TV v
In-house magazine/newsletter to contractors (MEOs) v v v
In-house magazine to enrolled population v
Internet site v v v v

External media reports, such as newspaper arfjetesl by all four PHOs) and television

appearances (used by PHO 4) may be used to audthEdtpublications and website

information in order to reach a wider populatiorsdaOne Board member, when asked
about the role of the PHO, described success ag béien:

. we have achieved our mission in terms of commatingc and improving
primary health care. (Interview PHO 2)

Although media reports are a one-way communicasimeam, the ensuing increase in
community awareness of the PHO may also resulthen development of a PHO’s
external identity. Despite that, media reportsrakalways seen as positive events. One
interviewee, for example, noted:

| have no intention of ending up on the front paféhe paper having $x being
misspent somewhere by this organisation, becausevaudd kill the process ...
this is the first time we’ve had primary health rapnring-fenced and blow-outs
are not acceptable and neither is misspending ohewo It's not just my
reputation; it’s the reputation of the PHO. Andsithe accountability of spending
the public’'s money. (Interviewee PHO 1)

However, rather than fearing a scandal, PHOs cas&lthe media to publicise events.
Interviewees conveyed that it was not uncommone@afly in the two smallest PHOs
(PHO 3 and PHO 4) where staff and Board memberg were widely known within
their respective communities, for people to comnm@nmedia reports to PHO staff and
Board members. A PHO Chair noted, for example:

It's funny that there is a big difference in peoplbere are people who know what
is going on. You might never see them or hear tednthen you’ll meet them and
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they will say, “Oh the PHO is doing a good job,”,dThe PHO should have been
doing that.” And | will say, “How did you know thH&tand they will say, “I just
read it in the paper.” (Interview PHO 4)

While the PHOs used a variety of media, coverage ned extensive and a number of the
community stakeholders suggested that PHOs’ meshgeaicould be increased so that
information about the PHO was more readily avadaliine noted, for example:

To me there are two sides to it. | mean there aepte like me who should have
the nous to search it out if they want it. But ehare probably a lot of people who
would find it very interesting if it was handedthem on a plate. In fact it might
well give them a step into something else if theythat information. It's a part of
their learning and life skills that they are misgiout on because they don’t know
how to search for it. (Interview PHO 4)

As part of each case study, a health reporter fitmanlocal newspaper was interviewed.
Each of these individuals attends their DHB’s Boandetings and two specifically
bemoaned the fact that the PHOs do not also opsn Board meetings to the public.
However, one of the PHOs about which a health tepaomplained does open a portion
of its Board meetings to the pubffcbut ‘the public’ seldom avail themselves of the
opportunity to attend. Further, each of the repertgas asked if they had attended, or
would go to, a public PHO AGM and they respondethm negative. It appears that the
media representatives expect the PHOs to drawein #ttention relevant information,

rather than the media representatives seeking.it ou

One reason the health reporters gave for not regoPHO matters was that terminology
iIs a stumbling block that reduces stakeholders’ewstdnding. One reporter noted, for
example:

They use technical terms, even when you're interag doctors, they stick to
their medical terms. | have to go back through amak out all the technical terms
... It means that | have to spend an extra half am li@ciphering everything, or
ringing them up to get them to clarify it. | thitlley need to simplify it. That makes
it more accessible, not only for me, but for anyonéhe public who is interested
enough to go and pick up a copy of their latesbrep.. There are a million other
things to do and it's putting aside that time torkvout what they’re going on
about. (Interview PHO 2)

PHOs’ difficulties in obtaining positive news refomay be similar to those experienced
by DHBs as reported by Hanres al. (2007).

195 In addition, one other case study PHO also sstieaime for a public forum in its Board meetings.
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Figure 7-11 shows that, in addition to using exdémedia, three of the case study PHOs
provided formal information (in the form of printea emailed newsletters) on a regular
basis to their contracted providers and communibyigs. Further, each of the case study
PHOs maintains an internet site through which imfation may be obtainééf. PHO 3
also sends a weekly email to interested communibyigs about relevant issues. This
communication plays a triple role of raising theoffe (and increasing the external
image) of the PHO, linking groups in the healthtgethrough information sharing and,
to a limited extent, discharging accountabilityriterested parties.

7.6.2. Accountability for outcomes

(i) To providers of funds and services

As shown in Figure 7-9, 19 interviewees mentionegorting to staff/contracted
providers as a means by which their PHO could diggdh accountability. It is significant
that this means of discharging accountability wasentioned more frequently by
interviewees than the formal reporting to the DHBE Figure 7-9). Seven interviewees
from PHO 1 (37%) and four interviewees (21%) froacle of PHO 2, PHO 3 and PHO 4
identified reporting to staff and and/or contracpedviders as a mechanism for PHOs to
discharge their accountability. Each of the PHQwigled peer (or cell) group training for
General Practice staff — either running and fundhmese events themselves, or enabling
the related Independent Practitioners AssociatiBA)(to run them on their behalf. An
interviewee from PHO 2 described how GPs asseggarones in terms of their own
practice or what they perceive their patients adtept from the PHO. S/he noted:

At those meetings, particularly when some one ésgmting a programme they’'ll
say, “I wouldn’t do that,” “They’re not going to dd¢hat,” or, “They won't like
that.” “What they’re asking for is this” ... | meamey’re quite challenging forums
if you're looking at a programme (laughs). It'sdikvhen this CVD thing came out,
they said, “We told you that four years ago, howneait’s taken you four years.”
(Interviewee PHO 2)

Providers have daily contact with the enrolled papon, affording a mechanism both to
communicate with the enrolled population, and tddhthe PHO to account on the

population’s behalf.

196 GPs were required to upload their fees onto mhernet in order to access extra capitation froty Ju
2006 and accordingly, the case study PHOs undetiédéor their contracted GPs.
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(i) To the community

Figure 7-9 shows that 24 interviewees expressedvide that PHOs may discharge

accountability through AGMs and other meetings whteir community. Seven (29%) of

these interviewees were from PHO 1, six (25%) feanh of PHO 2 and PHO 4 and five
(21%) from PHO 3. In addition to meetings, infornfe¢édback may ensue as, in PHO 3
the comment was made:

We have a strong link back to our community. AH BHO does impacts on the
community and we will hear back from them if wedggrieved them in any way
or we've done something a bit silly. (Interviewa¢dP3)

Further, as reflected in Figure 7-12, PHO 3 heldenmeetings with its community

during the case study period (2006 and 2007) tinyo&the other case study PHOs. As
noted in Figure 7-12, notwithstanding six interveas from PHO 2 identifying meetings
with the community as a mechanism by which it stadischarge accountability, this

PHO did not hold open meetings for their commusitie attend during the research
period.

Figure 7-12: Community meetings held and observedi2006 and 2007 through which PHOs
discharged accountability

PHO1 | PHO2| PHO3 PHO4

Annual General Meetings (AGMs) 2 0 2 2

Community Meetings 2 0 5 1

Meetings between the PHO and communities or groufise community were perceived
by the interviewees to be the most useful meansviigh the PHO could inform its
community about the PHO, and for the PHO to acctmuthe community for its past and
present performance (in terms of both the use rdiguand provision of services). Part of
that process was described by a community stakehold

| think too, looking not just at PHO accountabilitgut accountability in any
community-owned NGO or not-for-profit organisatidns about saying what you
are going to do and doing what you say you weragod do. (Interviewee PHO
4)

During the initial stages of their establishmenl, the case study PHOs had run
community meetings to explain the reasons for éstabg the PHO and to obtain
feedback on the planned direction of the PHO. Nlobfathe PHOs had continued such

meetings with their communities. An intervieweenfr®HO 2, for example, commented:

| think the problem was that we didn’t formalisauiitd say “We’re going to report
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back to you and we’re going to have another oné months’ time.” It was a one
off and didn’t have the follow through, so whilstvasn’'t a bad idea it just wasn't
implemented well. (Interviewee PHO 2)

This interviewee noted that some of the PHO’s dtdffa “burden of integrity” to ensure

that ongoing meetings would be sustained. Howenether interviewee from the PHO

noted that it was unlikely that the PHO would impent changes as a result of
community feedback. This interviewee noted in catina with early meetings the PHO
had undertaken with M&ori:

| now would probably have been at about 10"fwhere they've been asked this
very open question and each time it's come back‘@sn’'t worry about the
kuia® and kaumatu&® we want you to worry about our children and gedtth
right. We want all child health programmes.” Yeeté is the kuia and kaumatua
who are chewing up the health dollar and not livieyy long as a result ... We
are actively running programmes to find elderly Wigmd clinically case manage
them and trying to increase the uptake of [prograsarfor them]. We haven't got
funding to do Child Health. They don’t understanklatvthe consequences are if
we withdrew [the programmes] already in place ...,¥es can do as they ask, but
they don't realise that they would shorten maybarthfe by maybe another 5
years in doing so. They don't actually want thahei. (Interviewee PHO 2)

This interviewee conveyed the notion that prioruagstions made by this PHO about
appropriate programmes for Maori were consideredhleyPHO to be ‘right’ and it was

unwilling to negotiate with affected communitiesoabthe programmes which should be
funded. This finding resonates with that of O’'Dwyerd Unerman (2006) who suggest
that organisations institutionalise narrow accohitity to funders rather than establishing
mechanisms to discharge and negotiate accounyatioila wider set of stakeholders. Such
reasoning may also explain PHO 2’s reluctance td pablic AGM or other community

meetings.

Another PHO 2 interviewee blamed community confasigenerated by other
organisations’ consultation processes as anothesoreas to why the PHO had not
continued open meetings, by noting:

Last year the PHO was holding community meetinds®e PHB] was doing a
consultation, the [local] Council was doing theinAual Plan and at the same
time they were actually doing a traffic survey ouf area] as well. People got

147 Hui is a generic term for a Mé&ori gathering or meeting
148 Kuia is a Maori female elder.

149 Kaumituais a Méori elder (male).
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totally confused as to who was doing what review diu it relate to transport,
did it relate to roads, was it really health ... loke about three weeks in a row to
... groups because they were little old ladies panglabout what was going to
happen. Could they still go along to the MedicaintCe or was it all going to
change? It was information overload | think. (Intewee PHO 2)

An interviewee from PHO 1 noted apathy as a reisancommunity does not engage by
attending meetings, commenting:

There’s so much going on, nobody wants to do &séehthings unless it affects
them. | think it's the PHO’s concern to act on bkl the community to do all

these things ... we are just a body out there thatilshbe looking towards the

primary health of the community. (Interviewee PHO 1

While recognising that consulting with the commurat large may present difficulties, to
segment the population into small enough groupsdset with presents another challenge.
One interviewee noted:

| think you take advantage of any opportunity yetitg talk with the community
and its segments. | mean you can’t get [all the PH@»pulation] in a room and
even if you could, it would be a rabble. (IntervéeAPHO 1)

Taking “any opportunity” to communicate with thenwmunity is a laudable sentiment
but this interviewee also noted that the presstitene is a further reason for PHOs to be
less able to hold meetings with their enrolled papon and wider community.

In addition, supporting the findings of other resbars (for example, Newmaet al,
2004), interviewees from the case study PHOs obséiivat it is difficult to engage with
particular segments of the community at large thhouneetings. For example, an
interviewee commented on being accountable to M&adhe following manner:

| would say it is harder to be accountable to Méorithis region] ... because to
be accountable, you need to report back to themitgdery hard. If you are still
paying off the car, paying of this and paying ¢i&tt and your kids have got a
snotty nose, are you really interested in goingiuiming up to a PHO meeting to
tell them what you need? You're in survival motlge(viewee PHO 2)

Nevertheless, the idea of meetings as an accolityabechanism was well understood
by the interviewees. As an interviewee from PHX@ressed:

| think the ... meetings are a form of accountabiihd the Board meetings are
open — you know people can come, it's not sedreeryiewee PHO 3)

The meetings noted in Figure 7-12 were held by PkOdischarge their accountability

and also to ascertain the community’s needs. Atsuth meeting of NGOs, the Chair
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noted:

The Board is very conscious of the fact that .. PH® has a real responsibility in
primary health to ensure that it is talking to tbemmunity ... The reality is that
we probably do need to set up a process by whiclanedalking to you on an
ongoing basis so that we're getting a far clearerdarstanding of your issues.
(Community Meeting PHO 1)

One benefit of PHOs’ meetings with the NGOs is thay provide a forum for the NGOs
to provide input for PHOs’ decision-making. Theyynadso go some way to ameliorating
NGO concerns (raised by the Health and Disabilggt& NGO Working Group, 2005)
that PHOs are unaware of the range of communityices already being delivered. In
Chapter 4 it was noted that giving voice to otheemiunheard voices is a proactive step
that organisations can take to improve serviceityuahd reduce the power differential
between service providers and service users (Adaats; Fowles, 1993; Gustafsson &
Driver, 2005). Citizen participation also bringsegter commitment to negotiated
accountability (Beitsch, 2005). Thus, in PHO 3, th€Os were used as “community
networks” as described by one interviewee:

| think the PHO uses a lot of community networks iaformation is given to them
and then received back and goes between each ahehere is a lot of shared
knowledge. | think that is a really important way demonstrate accountability.
(Interviewee PHO 3)

One interviewee from a Territorial Local Authoritlentified a practical way forward that
may provide at least a partial solution to pooeratance at PHO meetin§%.This
representative noted:

Maybe when [the Territorial Local Authority] has monunity meetings, concept
planning etc and we are discussing what communsgesfor their future, maybe
the PHO should be very much a part of that andhieeet. (Interviewee PHO 4)

One benefit of this arrangement (of incorporatittCPmeetings with their community in
local authority community meetings) would be touee duplication of effort that may
otherwise be imposed upon the different entitieen@unity members may also be more
inclined to attend a combined meeting about the@nmunity and its needs, rather than a

number of meetings about specific aspects theneailing primary health care).

%0 |n New Zealand all city, district and regionalucails are called Territory Local Authorities. Tkes
bodies are required under the Local Government28€2 to care for the social and environmental
aspects of their communities. Therefore, altholngly do not have a specific responsibility for priyna
health care, they are required to consult withrtbemmunities and to consider health issues inethes
wider forums.
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From Figure 7-9 it may be seen that 23 interviewdestified community representation
on the PHO’s Board is a mechanism to secure theuatability of PHOs. Seven (30%)
of these were from PHO 1, six (26%) from PHO 2 &wd (22%) from each of PHO 3
and PHO 4.

According to these interviewees, having communégresentation on the PHO Board
enables feedback to be provided to the Board flmencommunity and, further, the PHO
can disseminate information through the commurefyresentatives to a range of groups
in the community. At a meeting called by PHO 1 tiscdss the election process for
community representatives, the Chair commented dbelh representation would be the
PHO's “lifeline™:

Community input for Primary Health Organisationsgieing to be its lifeline. All
the other parts are being heard in the health seatqresent, but the community
area is quite fuzzy for the messages that all tho$ealth are getting. We need to
improve that because that's what Primary Health &mgations are about. |
believe that this is one of our most important pdad make sure that the sort of
messages that we are getting from our communityuggoare just as well
enunciated and supported as any of the others. &¥d to make sure they are part
of everything in our member services. (Communitgtivig PHO 1)

All the case study PHOs are concerned to gainrgat* people for the Board and the
role of elections and appointments to PHO Boards avscussed. However, only PHO 1
and PHO 3 have open elections for Board membersPitO 2 and PHO 4, the Board
members are appointed by the shareholders, pryrtzaged on the recommendation(s) or
nomination(s) of community and/or provider subcottees'> The latter practice is at
odds with the conclusion of Beitsch (2005), namdlyat Board places should be
competed for by all stakeholders. In the presentend, this would include community
representatives and staff of contracted providgestsch’s (2005) view is shared by the
Chair of PHO 1 who stated:

What | suppose must concern us through this prasasst all must have a voice.
In other words the large mustn’t overawe the smidie small voice mustn’t be too
raucous either, but they need to be heard. (Inéaveie PHO 1)

In recognising the right of all stakeholders to énav‘voice’, this interviewee implicitly

31 In line with a requirement to work in the spisitthe Treaty of Waitangi, all PHOs must have adegu
Maori representation at Board level. All of the €adudy PHOs have sub-committees to advise on
Mé&ori issues and, where supported by the ethndfitthe local population, also had sub-committees
representing their Pacific Island populations.
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acknowledged the need for the PHO to negotiateopaence outputs and outcomes with
stakeholders. As noted in Chapter 4, ‘voice’ offarpositive alternative to ‘exit’ and

leads to organisational construction and learfithg.

A further mechanism for securing the accountabilitf PHOs identified by the
interviewees, is that of providing local employmenthis was identified by six
interviewees: two (33%) from each of PHO 1 and PH@nd one (17%) from each of
PHO 3 and PHO 4. Although the number of interviesvepontaneously mentioning the
provision of employment as an accountability mearanis relatively small, it is the
same as the number who identified reduced patiesgayments, and almost equal to

those who identified PHO annual reports as an itapbaccountability mechanism.

The broad range of mechanisms identified by thersomty to inform their decisions to
complain or disengage from their PHO, support tb&umptions of Stewart (1984) and
the findings of Beitsch (2005), that community staélders require a range of

opportunities to provide input and feedback to mlpfunded organisations.

7.6.3. Sanctions and rewards

It can be observed from Figure 7-9 that 18 inteveles referred to sanctions that may be
imposed on PHOs if they fail to perform their resgibilities satisfactorily. Chapter 6
described these sanctions in terms of provider @rdmunity sanctions and rewards.
While the use of accountability mechanisms to pdeks is robust with sanctions imposed
if the PHO does not comply, the greatest difficuftyaccountability mechanisms lies in

the lack of ‘voice’ sanctions applied by commurstte their PHOs.

7.7. Summary

This chapter has presented PHOs’ views of the& aold why accountability is demanded
in PHOs’ relationships. The data collected durihgs research has been analysed to

present a ‘map’ of accountability on two continuurAs a result of these observations,

152 Starfield (1996) labelled the ‘exit’ option thearketing approach to accountability. Therefore,
although it will also deliver organisational leargiand an identity, it is based on the hypothdss t
primary health care can be delivered as a markatebaommodity. Chapter 2 reported the WHO'’s
(2000, p.63) conclusion that: “markets work morenhpfor health care” than in sectors where quality
and pricing are more transparent.
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two archetypal PHO models were derived. One maegrrésented by PHOs in quadrant
B) depicts PHOs that prioritise the needs of pressdand experience a relationship with
the DHB where accountability is used to control B+¢O. The second model (represented
by PHOs in quadrant C) depicts PHOSs that prioritieer community and where the DHB

uses accountability to enhance trust.

In addition to these models of PHO accountabililyis chapter detailed PHOs’
accountability mechanisms, considering those thHrowtyich they can best discharge

accountability for outputs and outcomes.

The following chapter considers underlying struatuaspects of the case study PHOs,

providing further explanations for the differencipicted.
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8. STRUCTURAL MATTERS: ADDRESSING SIMILARITES AND D IFFERENCES

8.1. Introduction

In the previous two chapters it was noted thatctme study data, analysed on the basis of
(i) Primary Health Organisations’ (PHOs) stakehaddend (ii) the PHOper se indicate
the existence of two different models of accouditgbrelationships in the PHO case
studies, namely:

(i) a model observed in which accountability is used asechanism for control and
the PHO is considered to be primarily accountalole rheeting the needs of
funding and service providers. Accountability redaships are mainly contractual
(as shown in Figure 7-4). This model is represebteduadrant B in Figure 7-7
and applies in general terms to PHO 2 and PHO 4;

(i) a model observed in which accountability is used aschanism to enhance trust
and the PHO is considered to be primarily accodatédy meeting the needs of
the community. Accountability relationships are nhgilateral (as shown in
Figure 7-5). This model is represented by quad@ait Figure 7-7 and generally
applies to PHO 1 and PHO 3.

Given that all PHOs in New Zealand have been astadd as an outcome of tReimary
Health Care Strategy(Minister of Health, 2001), it might be expecteldatt their
accountability relationships would be similar. Tdgestion arises as to why PHO 2 and
PHO 4 on the one hand, and PHO 1 and PHO 3 ontliee, @re similar to each other in
terms of their accountability relationships, whilese of the two pairs of PHOs differ
markedly. Possible explanations are explored is thiapter through the re-examination
of the key characteristics of the four case stuthOB and an analysis of the manner in
which they have implemented the requirement to atpeas not-for-profit organisations.
As PHOs contract for essential service deliverymfrboth not-for-profit and profit-
oriented organisations, PHOs that do not complyhwite expected not-for-profit
structure may be subject to the critique of ‘sett®nding’ highlighted by James (2004).
The conclusion is reached that, in addition to rin@dels represented by the quadrants
noted above, the accountability relationships ttretracterise the PHOs arise from the

historical-structural development of these orgaiosa.
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8.2.

Characteristics of the case study PHOs

As explained in Chapter 5, the four case study Pit@® selected based on a wide range

of criteria including: the socio-economic statuges(large or small), location (rural or

urban), ethnicity, and age of their enrolled popatg their geographical spread [resulting
in each PHO being funded by a different Districtalde Board (DHB)] and their legal
form: the two principal legal forms adopted by PH@=t is, limited liability companies

and charitable trusts) were to be representedeicdélse study PHOs. The objective was to

select PHOs that displayed widely differing chagastics, as can be seen in Figure 8-1.

Figure 8-1: Characteristics of case study PHOs

Enrolled Population Characteristics

PHO Socio- Size | Location Ethnicity Age PHO Legal form
economic | **
153
PHO 2 | Mainly Large | Mainly Higher than average | Younger Limited liability company.
Access urban proportion of M&ori | than average Independent Practitioner
and Pacific Islanders Association (IPA) is
shareholdet™
PHO 4 | Mainly Small | Rural Mainly Pakeha Older tharLimited liability company.
Interim average Shareholders include IPA
and community health
trusts.
PHO 1 | Mainly Large | Mainly Mainly Pakeha but | Not Charitable trust (includes
Interim urban has a significant specifically | providers and members of
Maori and Pacific different local community).
Island population
PHO 3 | Mainly Small | Urban Ethnically diverse Not Charitable trust (includes
Access specifically | providers and members of
different local community).

Despite the characteristics of the PHOs differingteg markedly, as noted above and

explained in Chapters 6 and 7, the interview datkcated the existence of two pairs of
PHOs (PHO 2 and PHO 4; and PHO 1 and PHO 3) wahPtHOs comprising each pair
sharing similar accountability relationships. lushappears that an explanation for the

similarity in the accountability relationships afl® 2 and PHO 4 on the one hand, and of
PHO 1 and PHO 3 on the other, and the differeneésden the two pairs of PHOs, lies

in factors that are linked to structural factoather than every characteristic mentioned

153

The socio-economic status is taken from the gdtinding regime of Access (for deprived populatjons

and Interim (for least deprived populations). Theding regime is explained in Chapter 3 and the
selection process is further explained in Chaptand Appendix 5.

154

155

228

As noted in Chapter 5, the parameter of a largelied population is more than 75,000 and thaa of
small population is less than 20,000.

The IPA shareholders are medical professionaésnisnGPs) who contract with the IPA.




above.

8.3. Implementing the requirement to be a not-for-probrganisation

ThePrimary Health Care Strategyequires PHOs to be not-for-profit entities (Mieisof
Health, 2001) As noted in Chapter 3, a number oOPkvere established from existing
arrangements that operated in the pre-PHO eraugthmany of these had not been not-
for-profit organisations. As reflected in Figure 53-these prior Primary Care
Organisations were identified variously as IPAsntacting Parties, Community-owned
Organisations (including Méaori and Pacific provelerand other loose networks of
General Practitioners. Resulting from the histdrimses of PHOs, the pace at which the
80 PHOs were formed within the first 18 months teé Primary Health Care Strategy,
subtle differences in the demands of the 21 fundDigBs, and variations in the
demographics and health needs of PHOs’ enrolledlptipns, a range of structural PHO

forms have emerged and are tolerated by DHB fun@drsl et al, 2005).

Recognising the pre-reform primary health care wisgdions existed in a variety of
forms, the Minister of Health stated that channgllthe new funding through not-for-
profit organisations would “guard against publinds being diverted ... to shareholder
dividends” paid out by profit-oriented providers ifNster of Health, 2001, p.14). The
requirement for a not-for-profit organisationalrfgrtherefore, may have been a reaction
to the perceptions noted by commentators such ag 2003), who observed that the
legacy of the 1990s market-based policies was (reed ‘hungry’ providers who divert

primary health care funding away from services iabal providers’ purses.

From the Minister of Health’s (2001), statementt@aoabove) it appears that a non-
distribution constraint is the defining factor ohat-for-profit organisatioft® However,
the common definition of the term ‘not-for-profitganisation’ is far broader and includes
(as described in Chapter 2) an orientation towarggnisational mission and building
social capital in the communities in which they Wwomstead of profit. As noted in
Chapter 2, when not-for-profit organisations netwvaithin communities to build trust

they generate social capital that enables thenssess local needs, thus reducing the

136 Statistics New Zealand (2007) also identifies mlon-distribution constraint as the sole factomich
not-for-profit organisations can be defined.
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likelihood of over- or under- utilisation of publjcfunded services (Weisbrod, 1988)

such as primary health care.

The manner in which PHOs have implemented the reongnt to operate as not-for-
profit organisations is reflected in the data aidi from a range of sources, including the
case study PHO interviews, and the annual repadsfanual General Meetings (AGMS)
of the case study and non-case study PHOs. (Tlesees are described in Chapter 5.)
In this chapter, the PHO case studies are reféadyy the pseudonyms used throughout
this thesis, the pilot study AGMs by the numbergygtem provided in Figure 5-1, and
the additional annual reports received from PHOsdxyuential numbers. The analysis of
the data derived from these sources is presented lre the following four sections:

() PHOs’ goals to make no profit;

(i) PHOs’ earnings management to meet goals to makeafid;

(i) Structural hindrances to PHOs’ meeting goals toemak profit; and

(iv) PHOs’ development of social capital.

8.3.1. PHOs’ goals to make no profit

During the interviews, 12 of the interviewees speally answered the question, “What
do you understand by the term not-for-profit inatein to PHOs?” Nine (75%) focused
solely on the profit (or surplu§) arising from operating with a not-for-profit
organisational form. For example, a DHB staff membgerviewee from PHO 2 noted:

They are a not-for-profit because they make noiprhterviewee PHO 2)

Two other interviewees from the same PHO similabigerved:

It means not-for-profit and not-for-loss ... Not-fmefit means that your primary
focus isn’'t to make a profit ... A profit for us imlgarrassing. We don’t want to
make a profit. We aim not to, but we don’t wanbéoinefficient and sloppy with
the money either. (Interviewee PHO 2)

Basically there’s no commercial gain in the PHOsjitends its money on goods
and services and that’'s how it goes. (InterviewBl©OR)

The desire not to have a surplus, but to matchedime and expenditure, was explained

by the Treasurer of a non-case study PHO at an Aiddvhoted:

157 The terms ‘surplus’ and ‘profit’ are used intemolgeably. While a not-for-profit organisation will
technically make a surplus of income over expemditather than a profit, interviewees tended to use
the term ‘profit’ to refer to this concept.
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In a perfect world a PHO would have income in ardenditure out and it would
have absolutely nothing on its balance sheet. ltcames down to timing ...
Someone at some point decided to appoint balantss @ad so accountants were
called. And balance dates? Well, get rid of themd hoan head off home, but not
to be. (AGM at PHO 6)

These stakeholders suggest that the pecuniaryofj@ahot-for-profit PHO — to make no

profit — is the defining characteristic. In order éxamine this notion in practice, the

financial reporting data of the 19 PHOs that predidheir financial reports for the years
2005 and 2006 were examin&tAs may be seen from Figure 8-2, 13 of these 19 $HO

(69%) were constituted as charitable trusts, fR&24) as limited liability companies and

one (5%) as an incorporated society. Each PHO[sssi{or deficit) was compared to the

revenue for the year in which it was realised. ideo to make meaningful comparisons

and to eliminate variations resulting from diffeces in the size of their enrolled

populations, PHOs’ surpluses (or deficits) wereculated as a percentage of their

revenues. These percentages are presented in Bigure

Figure 8-2: Analysis of 19 PHO financial reports fo 2005 and 2006
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Figure 8-2 shows that 13 of the 19 PHOs (69%) sedlian average surplus equal to or

%8 As explained in Chapter 5, all 80 PHOs were retpee to provide their 2005 and 2006 financial
reports but, despite repeated requests, reportsneeeived from 19 PHOs only.
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less than 1% of revenue, and a further five (2686prded average surpluses of less than
3% of revenué® The deficits recorded were minimal and no PHO mbed deficits in
both years. While the sample of PHOs is small etlagapears to be a correlation between
the organisational form and PHOs’ reported surguse that more limited liability
companies reported a surplus than did charitabkdr In addition, although most PHOs
typically sub-contract for health services and ewipho or few staff, some directly
employ staff to deliver programmes (for example, ealth Promotion or Services to
Improve Access). From the PHOs’ annual reportsrethdid not appear to be any

correlation between PHOSs’ staffing levels and reggbsurpluses.

The concentration of PHOSs’ surpluses and defiaithe zone of less than 3% of revenue
appears to suggest an unwritten rule or assumgdttty be “not-for-profit and not-for-
loss.” In order to ascertain whether PHOs estalsigth pecuniary goals, an attendee at
an AGM held by PHO 3 asked the question:

Is there, or was there an intention to have a dar@anmount of surplus, or is it by
chance? (AGM at PHO3)

The Chair explained:

Our aim as a Board is to make sure we have enougheynto pay all the
liabilities we have and to have enough money thei@ver redundancies. We are
not looking for profit to reinvest the profit indBoard or anywhere else, but we
can actually make profit on our contracts and autention in this organisation is
to be the best in terms of being able to put vdlaek into the services that we
provide. (AGM at PHO 3)

Thus, the Chair implied that this not-for-profit BHs concerned to use any pecuniary
gains to improve the services it provides to isiowinity rather than distributing them to
the charitable trust's Board. Statements made atniketing showed that PHO 3 also
recognised the need for a robust infrastructuresupport its contractual and moral

obligations so that the actions of the PHO enaitéegoals to be achieved.

The surpluses earned by PHO 13 appear unusual cethftathe other PHOs. As noted
in Section 8.3.2 below, of the 19 PHOs whose firdneports were analysed, PHO 13

applies the most stringent test to its accrualsnspent discretionary funding. This results

139 |n the USA study by Chang and Tuckman (1990) 28%ealth care institutions reported earnings

between a surplus of 3% and a deficit of 3%. Thample included not-for-profit hospitals, hospices
and nursing homes as well as clinics and thus septed a broader range of organisations than the
PHOs in this study.
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in it recognising profits and losses on contraosner than the other PHOs. PHO 19, the
only Incorporated Society, also revealed significamrpluses. In contrast to the other
PHOs whose equity comprised only recent retainediregs, this Society pre-dated the
Primary Health Care Strateghy a number of years and retained significant rvese
when it became a PHO. It is possible that theserves may have increased its earnings
capacity. Apart from PHO 13 and PHO 19, a numbePldDs (PHO 10, PHO 16 and
PHO 17) report an average surplus of over 2% cfnmae. These PHOs were not involved
in the case studies but analysis of their finan@alrts indicated that they are currently

accumulating those surpluses to fund projects @driar the future.

Although it appears that most PHOs (at least of 1#Bewhose financial reports were
examined) have the aim of not making a surplus,| Abel. (2005) expressed concern
that some PHOs may be operating a profit-orientather than a not-for-profit model.
James (2004) uses the term ‘sector-bending’ toritesthe operation of a not-for-profit
organisation from a profit-oriented mindset. Thesctor-bending’ may be observed when
pecuniary goals affect not-for-profit PHOsS' outpaihd pricing decisions potentially
resulting in reduced mutual benefit and less tmsaccountability relationship$ As
noted in Chapter 2, DHBs or other funders may aseetheir monitoring of PHOs if
‘sector-bending’ results in scepticism of the natybrofit organisational form. Increased
monitoring may reduce the cost-effectiveness oftreating with these not-for-profit

organisations.

8.3.2. PHOs’ earnings management to meet goals to makegnufit

While the analysis of the PHOs’ annual reports shaewgeneral tendency for PHOs to
meet a goal of ‘not-for-profit and not-for-loss§ector-bending’ appears to be present in
IPA-based PHOs. Prior researchers have identifiedways in which ‘sector-bending’
may conceal profits. These comprise:
(i) Abel et al. (2005) and Howell (2005) who noted that not-foofgrPHOs may be
used as a conduit for profit-orientated organisetito extract excessive service

%0 The concept of mutual benefit was explained inagar 2 as the notion that not-for-profit
organisations’ governors will simultaneously demamdi manage resources for the mutual (public)
good. The result is enhanced trust.
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fees and (along with Mitchell & Shortell, 2000) thmappropriate’ dealing with
related parties may occur, thus leading to a ld@coountability; and
(i) Leone and Van Horn (2005) who noted that not-fafiprorganisations may

conceal profits through accounting accruals manageém

As explained below, similar ideas were expresseitthéncase study PHO interviews and
at PHO AGMs.

(i) Not-for-profit PHOs used to extract excessive seriees for related parties

Surpluses may result from PHOs focusing on reveraiber than ‘balancing the books'.
A DHB interviewee from PHO 4, for example, obsertiedt PHOs with which s/he was
familiar seek to maximise their revenue. S/he noted

[Of the PHOs | deal with] I did find the Chairs rgafiscally motivated and a lot
of them are ex-accountants and things like thae pare motivation was getting
the money in and | had a problem with that as tilieipn’'t understand the concept
of what the PHO was actually doing and what thegusth be doing with that
money. (Interviewee PHO 4)

Howell (2005) has also noted that surpluses mayltrésom PHOs overstating their
funding needs as a consequence of close contrartaagements between not-for-profit
PHOs and their profit-oriented General Practiceswell (2007) has been particularly
scathing of PHOs that are owned or managed byi{fmoénted) IPAs on the grounds
that, when service providers (mainly GPs) hold f@ss on PHO Boards and comprise
the major set of related parties, the PHOs’ relgtady transactions are less than
transparent. As noted in Chapter 3, IPAs were fdrrbetween 1992 and 2001 to
undertake fee-claiming and contract negotiationdehalf of General Practices. Some
PHOs continue to contract with the predecessoritpyaénted IPAs for management
services and may have ownership interests in PH@sexample, PHO 2 and PHO 4 are
limited liability companies that are, at least mdly, owned by IPAs. While DHBs
contract with PHOs incorporated with various lefmaims, DHB staff are likely to be
concerned about PHOs that are structured as cosgpanvned by IPAs. As a DHB
interviewee from PHO 2 noted:

That's my point around structures ... On paper theOPI8 not-for-profit but
obviously all the money went into [the IPA]. Therelies our problem.
(Interviewee PHO 2)
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This interviewee considered that the PHO structacditates the concealing of profits as
the PHO is a conduit for the service fees to benckbed to the IPA. A staff member
interviewed from this PHO described the ‘balancany’ required when considering the
programme demands of a not-for-profit PHO seekmgespond to its community, and
the programmes the profit-oriented IPA was prepaedieliver for its management
service fees. S/he explained:

We've had a lot of discussions over programmes's.like a balancing act really,

because from the Management Services Organisatire’s always the

temptation to want to retain the ones [PHO contshdhat produce the best
management fee for them. And some of them arelyleasre lucrative than

others. Although in saying that, they’re lookingaatosting activity model that can
be applied across all programmes, so it lessensirtifgact. | mean, here’s an
example. Some programmes that have been runnirg lforg time, economies of
scale and the fact that they have been runninghoe years means that they're
getting quite a reasonable management fee with fleemot quite as much work
as something that is in the development phase:nsallvays conscious that we
have a management organisation that if | was irrédhé may look at with a

commercial interest as opposed to looking at whagst for the population. |

mean the management company is a for-profit busirberwise they just

wouldn’t be here. (Interviewee PHO 2)

The need to make a profit on the management ofrgnages may lead to preferential
treatment of particular stakeholders. As an intamge from the same PHO (PHO 2)
observed in respect of the PHO’s IPA owner:

There is quite a significant philosophy behind [tR&] structure which is saying
that, “Yes we are there for profit,” not for supprefits, but we are there for the
benefit of our shareholders and endeavour to inseethe value of what we
provide to General Practice. (Interviewee PHO 2)

These comments by PHO 2 staff interviewees apmeauggest that this PHO may be
operating a private sector model of primary healilke (a concern raised by Al al,
2005) and, as expressed by James (2004), be ‘dmmoing’. A DHB interviewee
commented on why this may be allowed to occur galyeias follows:

You're obliged to be a mentor and be supportiveabse it's a health environment
... because if thousands of people didn't have heath suddenly, it would be a
big disaster, and a political disaster. (DHB Rep)

Another matter raised by interviewees is that atéssive remuneration’ paid to senior
staff, resulting in a waste of scarce health dslkrd a lack of accountability (Mitchell &
Shortell, 2000). Although an interviewee from PH@Aed it is important to recognise a

“doctor should be making a good living,” externaterviewees from PHO 2 conveyed
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that the IPA’s staff and executives should not b@King a good living.” An informed
community member from PHO 2 observed in relatiothoPHO’s IPA shareholder:

They actually don’t make much money but they’'vagotake a profit, they’ve got

to pay executives down there who get paid huge yndimey’ve got to suck money
out of the PHO to pay for it. There’s no other wthey get their money.

(Interviewee PHO 2)

Another community stakeholder noted that the astiohPHO 2 and its IPA are not
necessarily aligned with the PHO’s pecuniary goahtake no profit; this interviewee
reflected on the IPA:

They are definitely operating in the private heatctor | would have said. Their
objectives are not that way inclined. | don’t thittkeir goals or their vision

statements are about making money but they do@tade in that typical NGO

context ... | find it interesting that a not-for-pitadrganisation can (sigh) pay or
act like a private organisation. Do you know whamnéan? | work very closely
with ... a lot of struggling NGOs in the public héaftector and they don’t put
lunches on for a meeting, they don’t pay in théntegd of the salary bracket [like
the IPA does]. Those sorts of things | guess isetloing that is not familiar for me
in a not-for- profit. (Interviewee PHO 2)

These interviewees expressed strong opinions dheurtexperience with PHO 2 and, to

the external observer, it appears that the strecnd operation of at least this PHO does
not accord with the notion of a not-for-profit @gtias it extracts service fees from the
PHO to increase the income of a related partylPfs owner. A consequence of PHOs

(who are wholly or partially owned by profit-orieat IPAS) seeking to maximise the

returns to their IPA owners, is that they may faiburchase services from not-for-profit

non-governmental organisations (NGOs) asRhenary Health Care StrategfMinister

of Health, 2001) encourages them to do.

Perceptions of ‘sector-bending’ may lead NGOs athérostakeholders to misunderstand
the mode of delivery of other PHOs and this mayum, result in concern by those who
contract with these latter PHOs. For example, aA@M of PHO 9 (a charitable trust) a

provider of health services to the PHO noted:

| read with trepidation that we are a private [pider]** — we are not that ... we
are a subsidiary of the PHO. We’re a non-profittuga ... (AGM PHO 9)

81 The type of care this provider was offering ipicglly run by profit-oriented organisations bueth
PHO had specifically responded to a need in tha anel obtained funding themselves for the not-for-
profit venture.
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Related party transactions also include PHOs malaags to managers or governors.
Analysis of the 19 PHOs’ annual reports revealed tbhur PHOs (PHO 5, PHO 10, PHO
11 and PHO 12) recorded a loan in both 2005 and 20he IPA that acts as their

Management Services Organisation. No further detedire available, although the notes
to the accounts reported that the loans were “y@orty the Board” of these charitable
trusts. The surpluses of three of these PHOs (PHEH® 11 and PHO 12) are less than
1% of revenue, and those of PHO 10 are less tharoB#évenue. While it does not

appear that these loans are instrumental in thel§eésRneeting a goal to make no profit,
the use of public funds either to enhance the ¢iash of the IPA-based Management
Services Organisation, or for it to extract incezhservice fees, signifies a lack of

accountability.

(i) Profits being concealed through accounting accruanagement

As noted above, analysis of the annual reportheflt9 PHOs reflected in Figure 8-2
indicates that the tendency of PHOs to manage thedme around zero is not limited to
any one legal structure. However, other researcfiersexample Leone & Van Horn,

2005) have concluded that profits in a not-for-firarganisation may be concealed
through earnings management. Goodin (2003) warmetdeixcessive trust can encourage

opacity in financial management.

From the analysis of the 19 PHOs’ financial repoittsappears that some PHOs have
accrued discretionary funding (Health Promotion &4 funds paid to PHOs to fund
specific projects) to ‘manage’ their surpluseséaclose to zero. Funds are received at the
beginning of each quarter irrespective of whethspecific project has been selected by
the PHO. It might be expected that the portionheke discretionary funds which a PHO
had spent would be recorded as revenue and expeaasesiitted (but unpaid) expenses
would be recorded as ‘accrued expenses’, and profitosses from projects would thus
be reported through the Statement of FinancialdP@dnce. In respect of uncommitted
funds, these would be recorded as ‘revenue in ad@vaHowever, the 19 PHO’s annual
reports for 2005 and 2006 revealed three broad odstlof accounting for unspent

discretionary funding:
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(i) all unspent funds accrued as a single item asreitbeenue in advanc&® or
‘expenses accrue irrespective of whether or not a portion of théseds has
been committed, or if expenses have already bemmrad. No notes are provided
to enlighten the reader.

(i) unspent funds accrued as in (i), but note disceopuovided as to the categories in
which the funds will be allocated in the futdtepr, as in PHO 7 and PHO 8,
provide details as to under- and over-spendindnase categories (in PHO 7 and
PHO 8 the profits and losses in the contracts aselased, but they are not
recognised through the Statement of Financial Pedace);

(i) PHO 13 applies a stringent test for each projentiéd. Surpluses and deficits on
each project are taken to the Statement of FineR@dormance: the resulting
retained earnings are separately identified as gbewailable for Health

Promotion, SIA and other projects.

The engagement partner for the audit of one ofPH®s in group (i) noted his concern
that, although all unspent funds were termed ‘fureleived in advance’ these funds
included profits and losses on programmes alreamypteted. When the stage of
completion of this PHO’s current projects was asseédy the audit firm, it was found
that the ‘funds received in advance’ included ssali surpluses and also losses for
projects which were unable to be completed withie flunds allocated. When this audit
firm required the PHO to change its financial rejpgyto realise the profits and losses on
its projects, the PHO refused and has since chaitgediditors?® The auditor’'s concern
was that PHOs following the methods identified abas (i) and (ii) may understate their
liabilities and/or conceal profits by managing lldies or revenue. Such management of
earnings through manipulation of accruals has bésn identified previously in the not-
for-profit sector by Leone and Van Horn (2005) wostatistical study indicated
management of discretionary earnings in not-fofipiwospitals in the United States,

seemingly in order to maintain surpluses and dsficiose to zero. The DHBs employ

82" This practice was followed by PHO 1, PHO 2, PHD @nd PHO 16. (Varying terms are used,
including ‘funds received in advance’ and ‘deferimecbme’.)

183 This practice was followed by PHO 4, PHO 9, PHDRHO 17, PHO 18 and PHO 19.

184 This practice was followed by PHO 3 (for 2005 2086), PHO 5, PHO 6, PHO 10, PHO 11, PHO 12
and PHO 15.

185 Despite being almost totally government fundeahePHO selects and remunerates its own external

auditor.
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qualified staff to analyse all of their PHOs’ fir@al statements and funding, and the
DHB Funding and Planning managers deal with probleased by these analysts on an
exception basis. In none of the case study PHOshdidelevant DHB express concern
about the quality of PHO financial reporting, ndwe tpotential qualification of audit

reports.

PHO 13, the Group (iii) PHO, reports surpluses manner which is markedly different
from the other PHOs as projects are assessed afith @nd losses brought through to
equity. Profits are held as reserves and therd?6i® 13 does not appear to manage their
earnings. Further, in 2007, PHO 3 followed a simdacounting treatment to PHO 13
with a corresponding dramatic increase in its stspCommunity members present at the
AGM were enthusiastic that their PHO was receivingpre appropriate’ levels of
funding. Their DHB has made no comment about thesase in its surplus.

From the analysis of the four case study PHOs’ ahmeports for the years 2005 and
2006, it appears that the pecuniary goal to makprafit may have resulted in pecuniary
actions (management of accruals) designed to cbmscepluses in all but PHO 3 (in
2007). For quadrant B PHOs that experience accbilitgaas a controlling mechanism
and are considered to be accountable primarilynieeting the needs of funding and
service providers, the IPA ownership of these PHhmanies may enable the PHO
managers (i.e. the IPA) to extract PHO funds thhoegcessive remuneration for IPA
staff and other related party transactions. Furtbgrmanaging discretionary accruals,
these PHOs may be able to conceal the true coslelbfering primary health care

services.

8.3.3. Structural hindrances to PHOs meeting the goal take no profit

In addition to actions that bring into question P¥{Operational commitment to not-for-
profit goals, James (2004) drew attention to thoe tlaat public funding may be lost to tax
payments when not-for-profit organisations are ipimiented. Tax privileges enjoyed by
New Zealand’s not-for-profit organisations are:

e charitable donee status (where donations generatelbates for individuals) ; and

» tax-free status of profits used for charitable pses.
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While none of the 19 PHOs whose annual reports ae@dysed received charitable
donations, two of them (PHO 2 and PHO 18) paid Tdsese PHOs were both formed as
limited liability companies with IPA shareholderk. is understood that the Inland
Revenue Department investigated the ownership tstex of these two PHOs and
deemed that, notwithstanding a non-distributionst@int in their constitutions, their
profit-oriented IPA owners wield sufficient contrfdr the PHOs to be adjudged profit-
oriented taxable entitié®. Although PHO 2 recorded no profit, PHO 18 madetpnofit
after tax of 1% of its revenue. Notwithstandingtttias taxable profit appears to be at
odds with the requirement for the PHO to be a nofpsfofit entity, it was not possible to
negotiate access to the PHO in order to explore ithimore depth. The first PHO to
establish in this geographical area failed (assalt@f ongoing conflict between the PHO
and its contracted GPs) and this may have conétbtd its DHB being willing to ‘turn a
blind eye’ and contracting with the PHO despitesitatus as a taxable (profit-oriented)

entity.

While PHO 2 reported a nil profit in both 2005 &2@06 and the PHO thereby avoided
paying income tax on surpluses, Resident Withhgldiax was deducted at source from
its interest income. The DHB pays Health Promotad SIA funds to its PHOs at the
beginning of a funding period but PHO spending iagfaihat allocation typically does not
occur until the DHB approves specific projects. Atiype-lag between receiving and
spending the funds means that, at times, signifiamds may be held on short-term
deposit with a bank. As explained by one staff menftom the PHO, this funding and
approval process was unexpected:

| don’t think it was ever envisaged that there wiobe that amount of interest
being earned which would cause concern of a masaibill. But | think it took a
while to get the wheels in motion, to get the edjiare more in line with funding
if you like. As a result of that the interest eatneas been much more than
anticipated ... | don’t think that earning interestdapaying tax was a major factor
in the structural discussion at the commencememd. iAfollows that any change
from that ... would involve re-opening constitutiodacussions with the District
Health Board and | don’t think that it was felt th&awas worth doing that, even
with the amount of money being earned and for wiéohis being paid. The
interest in future years is forecast to declinengigantly with the catch up in
expenditure... We are spending the money ... at a fagtd than we were before.
(Interviewee PHO 2)

186 This was confirmed in a discussion with the apditner from one of the PHO’s auditors.
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Apart from the Resident Withholding Tax paid on thterest income, as with all the
PHOs, the net interest was made available to pyitnealth care projects:

We have taken up the interest that we have beemngaand transferred it to
deferred income in our SIA programme. (IntervieReO 2)

Although the tax on interest paid was unavailabléhe PHO for spending on health care
services, the IPA owner could apply the tax paidrg distributions it made from profits

realised from its other operations. Thus, potelgti@HO revenue could be distributed to
the IPA’s shareholders. From this interviewee’s pwnts it appears that, when PHO 2
was established, the receipt of significant taxalteme was not considered and that, to
counteract this structural shortcoming, the PHO lu&en to reduce its cash surpluses in

order to show that it was a not-for-profit orgatisa.

8.3.4. Developing social capital

In addition to the non-distribution constraint, th@vernment’s requirement for PHOs to
be not-for-profit organisations may be related be tperceived wisdom that these
organisations will assess local needs and redueelitelihood of under- and over-
utilisation of services provided with public fund®utnam (1995), Fukuyama (1995) and
Bryce (2005) suggest that this will occur when fastprofit organisations build strong
networks based on trust. These networks are tesoaédl capital. While there are diverse
understandings of social capital, and no conseasu® its measurement, Bryce (2005)
contends that to grow social capital requires agamisation to draw on intimate local
knowledge, working with community through voluntasyaff, networks and regular

meetings with the community and organisational mensb

As noted in Chapter 2, ‘Third Way' policies includgovernments using private
organisations to increase social capital througmmanity engagement (Callinicos,
2001). ThePrimary Health Care StrategfMinister of Health, 2001, p.20) encourages
PHOs to “take a community development approachirtd &ppropriate solutions for
disadvantaged groups.” In addition, it requires BHO® demonstrate that they involve
communities in decision-making, as outlined in &lma Ata Declaration (WHO, 1978,
Declaration VII). Hence, as one Board member noted:

| think that the Alma Ata has probably been the deyer of some of the policy
people in the Ministry — the concept that peopled asommunities should
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ultimately design the health system that servas tifimterviewee PHO 1)

According to Bryce (2005), PHOs show their committn&® developing social capital
when they:
(i) seek to build social capital on extant communityctures; and

(i) use volunteers and donated time to advance prilvealth care.

(i) Building social capital on extant community sturets

It was noted in Chapter 2 that social networks cedsocial tension and thereby lower
transaction costs as a consequence of reducedaringi{Putnam, 1995). Further, strong
social capital (in the form of community involventenmay provide legitimacy for
primary health care resource allocation decisidvisstialos & King, 1999; Wilmot,
2004), and lead to appropriate levels of resoutitisation (Weisbrod, 1988).

An interviewee (the CEO) from PHO 4 acknowledgedt tetrong networks already
existed in the PHO'’s rural communities. S/he said:

The amount of interaction there is in communitied golunteer groups is actually
quite astonishing. There are very strong netwoplesticularly around health and

emergency services and community-type issues. Tiuesdke communities are

really strong ... [People] will be St John volunteeos a trust board or the

school, doing library books, or meals on wheelseiiheliance on volunteers in

those small communities is under-rated actuallyséme cases it's astonishing
what they do. (Interviewee PHO 4)

Thus, this interviewee recognised the depth of canity interaction, although (as noted
in Chapter 7) PHO 4 was only beginning to tap ititat depth through community
meetings. Involving communities may include PHO8vaty building on services that
already exist in the community. As another PHO G&i@rviewee observed:

There was already a lot of health promotion happgnso we employed a
coordinator to just help coordinate that and shandormation across all the

services and help coordinate health promotion betweverybody ... There’s so
much resource out there ... so it's actually just sone to help them coordinate.
(Interviewee PHO 3)

This concept of developing health care networks ws® discussed at an AGM
presentation that continued as follows:

The obvious overall aim is to improve access tmpry health services for all our
communities so that the overall health and wellgeiof our communities
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improves. That's not exactly rocket science but'shahat we’re here for ... [not

working] in isolation but rather through working tollaboration and partnership

with communities, service providers, initiativesdafunders. The idea is to get
everyone pulling in the same direction. And wesk $iow far we’ve come tonight
... There’s a couple of things I'd really like to dmpise. One is that nothing
happens without everyone pulling together and aofothallenges are easy once
you’ve done it once. But ... you've got to get peopléoard. So one of the things
I’'m hoping you'll notice from today is that everotigh its actually quite tough,

quite hard going, there’s a lot of enthusiasm tokenghe best of the opportunity
we’ve been given through the primary health stratiy the creation of PHOs to

actually start running with the ball. Not to takéf down all by ourselves but to
bring the community and to share with our commuséwice, community rich,

the whole shooting match and to get the commuitigned to actually pull in one

direction. (AGM at PHO 9)

Although PHOs are relatively new organisationgppears that the staff and Boards of
the PHOs are working to build networks on extamhewnity structures through Board

representation as well as contracting arrangemeloisever, the PHO may need to build
its own capacity in order to generate communitgratient. PHO 3 found that it needed to
employ more staff in order to achieve its goals.idterviewee noted:

First of all we saw the PHO as a conduit and anamiging organisation. It
wouldn’t be involved in delivery, but it would bevolved in facilitating contracts
... and then basically pass those contracts alongtefor-profit providers]. That
was the ideal and we worked that way for quite daybut | think the reality is a
little different. There are some services that tgorovide an income, some
services that aren’t or can’t be delivered or pred by a single practice and need
to be delivered by the PHO itself and thus we’'veleyed the pharmacist and the
outreach nurses and the social workers. (IntervieRelO 3)

By the end of the case study period, this PHO hadvig significantly by employing
individuals to fill particular roles in the orgaai®on. This growth provided new
challenges to the PHO, requiring it to define qe@eefully the services for which it was
responsible and those that were being delegateshgshds networks. In respect of the
different relational structures, the PHO Chair dote was necessary to partner and
engage with like-minded providers in order to aghipint goals from networking:

| think it's really important for the PHO that wel &hare the same overall belief.
If we had people there that were coming with a ipnoifotive, then that would

cause significant problem, because their underlybgief is different from

everybody else’s. But because everybody has the ganeral belief, people will

have vigorous and vicious discussions with eaclerodrguing their points out

across — but at the end of the day, they still dwgiin the same outcome.
(Interviewee PHO 3)

These ‘beliefs’ are difficult to define, but it wasticeable that the two case study PHOs

243



with strong NGO relationships were formed as chhté trusts and Trustees included

representatives of NGOs and other not-for-profiviaters.

(i) Using volunteers’ time to advance primary heakinec

In each of the PHOs, members of the governing Baame: able to claim Directors’ fees
and expenses, but it was noted these were rehatlgel compared to profit-oriented
enterprises. Accordingly, in line with the notioh bwilding social capital, interviewees
stated that Boards derived from communities tam mblunteers’ time to develop
population health aligned with their community’seds. As one PHO Board member
noted at an AGM:

The government wishes to enrol the community andvglenteer work out of
people. And they will get masses more out of it's.tHe whole philosophy of the
Community Organisations’ Grants schéfeor the education system, getting
people on the Boards and so on; | think it has altguimproved things in [our
area]. And in the PHO it has made the [General Riaes] look outward and start
talking to people and take a more preventive faoos (Discussion at AGM PHO
6)

While this PHO Board member attributed the impefms community-based Boards
squarely on the government, at another AGM the IGtmiveyed pride in the community
being involved with the PHO, suggesting that tHarg of volunteer time was reflective
of that involvement. Following the presentatiortlog financial accounts, a speaker asked
in a jocular fashion:

Just a very small point Mr Chairman. What doesRi#O get for its legal fees of
$107?

After some banter, the Chair responded to thistqres

We're very fortunate that we have good people exabmmunity, with people that
are prepared to work for next door to nothing. $tjimeed to emphasise that PHOs
stand up on a community basis and there are pabplework for us for nothing.
You will also have noticed that the Board memb#ges have reduced this year.
(AGM at PHO 4)

87 The Community Organisation Grants Scheme is anoemity-driven government-funded scheme.
Thirty-seven Local Distribution Committees compnigi volunteers (supported by Department of
Internal Affairs), consider and make decisions oang applications to provide essential support to
groups in their local communities. Information ddeaded from the internet $4May 2008 from
http://www.dia.govt.nz/diawebsite.nsf/wpg_URL/Sees-Community-Funding-What-is-COGS?0pen
Document.
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In addition to the benefit of building social cabjtin this PHO the reduced Board fees
meant management services funding could be apfiedher discretionary projects the

PHO sought to run in the community.

In another PHO (PHO 1), meetings were held to disewominations for the replacement
of a community member on the Board so that the @@dtained the ‘ideal’ structural
composition. Discussions were centred on the rement that a nominee should
represent community ‘consumers’ adequately, rattteem providers of health services. In
addition to considering the type of organisatiomattlvas eligible to nominate such
candidates, it was noted nominees must be commuwitijunteers. A current
representative, who was retiring from the PHO Bpeaaterred to the Consumers’ Health
Forum of Australia that provides advice on who dHouepresent community
‘consumers”® and explained:

Well for actual membership on the Board, you are atdle to be nominated, we
suggest, if you are provider of health servicehsag a health professional or ... a
manager ... The Australian forum focused on whetherBoard members are
volunteers ... That doesn’t mean that their expens®gs not be reimbursed, but
they are not actually being paid. (Community meeBRHO 1)

While it was important for this Board that its mesnthip was balanced between
community and provider representatives, the disonghat developed at this community
meeting sought to define community representatictetims of the volunteer composition

of the group nominating and voting for these Baauresentatives.

In another PHO, a Green Prescription progratfithad begun. The PHO was providing
resources to support that programme, but the coatoli was a volunteer. This was
explained by a Board member as follows:

The [PHO’s] Health Promotion team spent over 2 wear making people aware
of it. At present they have started with voluntesordinators ... Give it 6 months
and we will see the difference. The idea is to geameople’s exercise and eating
habits and | think that can be maintained and tHebe a ground swell from the
bottom ... [The PHO] will then probably go up anothevel in that it may well
pay to have a speaker going in and so on. (IntereePHO 2)

%8 This is Australia’s national voice for health samers and advocates for good health policy and
programmes. Information available from the interfnen www.whf.org.au

189 As noted in Chapter 2, a green prescription fiealth professional’s written advice to a patienbe
physically active, as part of the patient’s heaftanagement. It may also involve community exercise
and education programmes resourced by PHOs.
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PHOs have recognised that volunteer input is usafdl necessary for reaching out into
the community. While PHOs may commence programmiesy, require communities to
become involved before these programmes change aaitymhabits. This aspect of
change was highlighted by a PHO Chair at its AGM:

Our Board members | believe are coping with chaagd new opportunities.

There are threats in that but there are also wohdespportunities to do new and
innovative things within our community. They're paping every day. In many
cases they’re unheralded. There is an awful amaofiribe volunteer work being
done in the community daily that doesn’t get ackadged appropriately. It

doesn’t probably get recognised by the media. Trigvant to acknowledge that,
but | want to acknowledge that my Board has workexy hard over the last year
to work with new opportunities and to work in soo@ses with new people, to
make exciting opportunities for a number of proldetimat have be-devilled New
Zealand society for years. (AGM at PHO 1)

While it was noted in Chapter 2 that ‘Third Way'twerking is a manifestation of the
government’s desire to reduce costs through, fstamce, the use of volunteers, in the
case study PHOs at least, this rather negativieisnt has been met with volunteers who
are willing to be part of positive change in theammunities.

8.4. Summary

This chapter has sought to explain the similariftesrd in PHO 1 and PHO 3 on the one
hand and PHO 2 and PHO 4 on the other. Althoughfdbe case study PHOs were
selected for their demographic variations, the Psi#@ilarities observed in Chapters 6
and 7 do not relate to socio-economic or size dtarigtics of their enrolled populations
or to geographical factors. From the analysis gediin this chapter, it appears that the
reason lies in the PHOSs’ structures which, in tuailect the PHOS’ historical origins.

PHO 1 and PHO 3 constituted as charitable trustsidimg providers and members of
their local communities, while PHO 2 and PHO 4 fedas limited liability companies in

which an IPA was a shareholder.

While the Primary Health Care Strategyequires PHOs to form as not-for-profit
organisations to limit diversion of public fundspgavate gain (Minister of Health, 2001),
an analysis of PHOs’ financial reports bore outoswns that related party transactions
and accounting accruals management may obscurkisespand deficits. It appears that,
of the case study sites, PHO 3 alone does notigeaatcrual management. In addition,
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IPA control of PHO 2 has resulted in the Inland &aye Department adjudging that the
PHO must pay tax on interest income and profitgsotiph PHOSs’ ownership structures
and the contractual relationships they enter inti \profit-oriented providers, ‘sector-
bending’ may result. DHBs tolerate these modelsavert ‘political disasters’ and to

ensure continuity of care for their communities.

As noted in Chapter 2, community involvement iscpared as the key to achieving
primary health care aims, highlighting the impodarof social capital development by
PHOs. PHO 1 and PHO 3 provided evidence of PHO#dihgi on extant strong

community networks, as Board members were drawm ficcal community groups and
worked with the PHO towards jointly agreed goal$iCP 4 is also aware of its

community, but has a less structured approachismrédspect. While PHO 2 was using
volunteers in its Health Promotion programme, gsicence (noted in Chapter 7) to
change its programmes and priorities due to comiyunput, along with its structural

orientation towards providers, has resulted in tighicommunity involvement in this
PHO.

The following chapter reflects on this analysisiagiaccountability theory and assesses

the relevance of this study to findings from stedie other not-for-profit organisations.
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9. DIMENSIONS OF ACCOUNTABILITY

9.1. Introduction

In Chapters 6 and 7 analysis of the case studywasapresented and two continuums
were derived. These were:

(i) the community-provider continuum, which represehts priority Primary Health
Organisations (PHOs) accord to the needs of th@mneunities at one extreme
and to their funding and service providers at ttheig and

(i) the control-trust continuum, depicting the roleactountability as a mechanism to

balance control and trust in PHOSs.

The intersection of these two continuums generatedaccountability ‘map’ of four

general models of accountability (as presented igureé 7-7). The case study data
suggested that PHO 2 and PHO 4, which, in genena, subject to contractual

accountability, are located in quadrant B, and PH@nd PHO 3 which are broadly
characterised by lateral accountability, are latatequadrant C. In chapter 8 reasons for
the case study PHOs clustering in these two quéiveere explored and the conclusion
was reached that organisational historical-strattdevelopment, at least for the case

study PHOs, influences PHOs’ accountability relasiups.

In this chapter the contextual data from which tlwe continuums and accountability
‘map’ emerged are examined in the light of extargrature. Each continuum and the
accountability map is considered separately, tthes dnalysis is presented in three
sections, namely:

(i) The community-provider continuunthe interview data suggests that the PHOs
respond to the demands of their multiple stakehsldey prioritising the
community at one extreme and the providers of fogdind services at the other.
In Chapter 8 it was suggested that these core valtise, in part, from PHOSs’
historical-structural features. It appears thats¢heore values also give rise to
metaphors describing distinct external images. phisnomenon is referred to as
PHOSs’ ‘sensitivity to identity’;

(i) The control-trust continuum the interview data indicates that DHBs and

communities impose accountability requirements &fOPF as a mechanism to
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control their activities or to enhance existingstrin them. The data also indicates
that, where the relevant District Health Board (DH#&s primary funder, does not
define its role, PHOs are subject, and react, tor@achment’ by their DHB. This
is referred to as their ‘sensitivity to contestgohae’. Where contested space
arises, the DHB may usurp the community’s righé¢oure accountability from its
PHO;

(i) The accountability‘'map’ derived from the intersection of these two conims
provides a basis for analysing the mechanisms bighwRHOs may discharge
‘full and open accountability’ as required by tRemary Health Care Strategy
(Minister of Health, 2001). The case study datgpsuts the findings of Ebrahim
(2003a) and O’Dwyer and Unerman (2007) (relating mot-for-profit
organisations in general), namely, that there tefcit in PHOs’ discharge of

holistic accountability.

Following exploration of the ideas outlined abowe,framework of accountability
mechanisms is proposed to address PHOs’ defibiblistic accountability.

9.2. The community-provider continuum: a sensitivity tdentity

9.2.1. The community-provider continuum

In Chapters 6 and 7 it was found that the caseystudrviewees’ responses conveyed
PHOs have a primary responsibility to meet the seafdd and be accountable to, the
community on the one hand, or funding and servic@iders on the other. However, the
interviewees also indicated that the needs and désnaf the communities and providers
may differ and that PHOs’ responses to those naedsdemands are not polarised but,
rather, lie on a continuum from meeting the neeflshe community at one end, to

meeting those of the funds and services providetseaother.”

The emphasis in th@rimary Health Care StrategyMinister of Health, 2001) on
population health (with a focus on community wellmeather than patient illness) may

give weight to a proposition that PHOs are intendedorioritise the needs of their

% 'On a number of occasions the case study inieeée noted that PHOs maintain collaborative
relationships with both providers and the commufrisither than one or the other) and the postulation
of a continuum to represent their views reducedikieéihood of an artificial reification.
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community, rather than those of their funding amulviee providers. Indeed, some
commentators (for example Fountain, 2006) conjecttinat, in promoting the
establishment of PHOs, the government had theiadtenotive of deflecting public
funding away from General Practitioners (GPs) aditional providers of health services
to their patients, to organisations representing wider community. However, the
government’s support of the DHBs in their role asmpry PHO funder, and its
introduction of the Performance Management Progrannm2006™ (which focuses on
provider quality), mediates the view that PHOs $ti@oncentrate solely on the needs of
the community and neglect those of their fundssardices providers. Thus, rather than a
polarisation, with PHOs having a primary responiibito either services and funds
providers or the community, thePrimary Health Care Strategyand subsequent
government policy) appears to suggest that PHOsldhgive equal emphasis to the
needs of providers and those of their communifiéss politically ‘ideal’ position can be

mapped at the centre of the community-providerioonin, as shown in Figure 9-1.

Around this ‘ideal’ position, PHOs may have varyifari. This was reflected in the
comment of a funder, who described the DHB/PHO remhias:

... quite a soft contract, but that's a political dgon. | mean you had to have
something that most people could sign up to. (ikeree PHO 3}

This interviewee recognised the political expedeent DHBs contracting with PHOs to
deliver primary health care, despite PHOS’ protjiio give priority to the needs of

either their providers or their community.

In addition to locating the politically ‘ideal’ pag®n of PHOs on the community-provider
continuum, Figure 9-1 shows the ‘average positairéach case study PHO (based on the
responses of the PHOSs’ interviewees as present&thapter 7) and also the ‘spread’ of
views expressed by the stakeholder groups thatitdesl the interviewees of each PHO
(as presented in Chapter 6). The data from whieh‘dkierage position’ and ‘range of

views of stakeholders’ for each PHO are derived paesented in Figure 9-2.

"L This programme is outlined in Chapter 1 andevetail is provided in Chapter 4 (in Section 4).7.2
72" This DHB employee was discussing PHO contraeterally, rather than that of a specific PHO.
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Figure 9-1: The focus of PHOSs’ responsibility and ecountability

T ®
e

s Prioritisation
Prlorltlsathn ’:| o Of providers
of community € Q " (of funding

and/or services)

Politically ‘ideal’
position
|

@ PHO1 @ PHO2 @ PHO3 (4 PHO4

Figure 9-2: PHO range on the community-provider cotinuum

Stakeholder Group®
Total | DHB Reps| PHO Reps  Providef Community
Categories of responses Reps Reps
No. [ No.] % [ No.] %] No.] %] No|] %
PHO 1
- Prioritisation accorded to the 19 2 67 6 75 5 56 6 50
community
- Prioritisation accorded to providers 13 il 33 2 25 4 44 6 50
PHO 2
- Prioritisation accorded to the 14 2 50 3 38 4 50 5 42
community
- Prioritisation accorded to providers 18 P 50 5 62 4 50 7 58
PHO 3
- Prioritisation accorded to the 21 2 50 6 75 4 67 9 64
community
- Prioritisation accorded to providers 12 P 50 2 P5 2 33 5 36
PHO 4
- Prioritisation accorded to the 15 1 33 3 38 4 44 7 58
community
- Prioritisation accorded to providers 17 P q7 5 62 5 56 5 42

From Figures 9-1 and 9-2 it can be seen that tdebblder groups of PHO 1 and PHO 3
consider that their PHOs should prefer the needth@fcommunity over those of the
providers; the stakeholder groups of PHO 2 hold ¢batrary view. It is only the
stakeholder groups of PHO 4 who conveyed that @ Bhould meet the needs of both
the providers and the community, but, overall, tgaye greater emphasis to the former.

The Ministry of Health policy-makers, who requirddHOs to be not-for-profit
organisations, rather than the pre-existing, mospisofit-oriented, Independent

Practitioners Associations (IPAs) and Primary Garganisations, may not have planned

173 As noted in Chapter 5, replies are not necdgsanitually exclusive, nor did all stakeholders \ags

all questions. Percentages in this table are atedlon the number of replies in each represestativ
group.
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for the variety of expectations of PHOs that weftected by the case study interviewees.
However, without specifying ‘to whom’ PHOs shoul@ lccountable, policy-makers
stipulated they should be ‘fully and openly accaintg’ (Minister of Health, 2001).
Acknowledging a requirement to be accountable ttiiple stakeholders, one PHO Chair
noted:

| suppose the damn problem is that I'm accountébkeverybody. I'm accountable
upwards and I’'m accountable downwards if you puhét way. And I'd reverse
the procedure. I'm accountable upwards to the papoih firstly and I'm
accountable downwards ... (Interviewee PHO 1)

The main concern arising from PHOs’ seeking to magathe needs and expectations of
multiple stakeholders is that stakeholders’ measarg of organisational performance is
benchmarked against their individual expectatioh®dOs (Minkoff & Powell, 2006)
and, as reflected in Figure 9-2, stakeholders’ etgimns may be ambiguous and
contradictory. As a result, accountability becortbe ultimate moving target’ (Kearns,
1994) and choices need to be made as to whichhsilmler group’s needs should be
accorded priority. This was particularly evidentlwe case of PHO 2 which was required
by its DHB to terminate a Services to Improve AscéSIA) programme it had begun to
implement in favour of one the DHB demanded it\d&li As for all other PHOs, this
PHO’s discretionary spending is required to be gpproved by its DHB and,
accordingly, its activities are limited by its DHBpreferences. The manner in which the
preferences of the DHB, as funder, are accordeatigri(even though this may not be
voluntary), supports similar findings by Hélt al. (2001), Kearns (1994), Koppell (2005)
and Lawry (1995) that not-for-profit organisatiomsoritise ‘upwards’ accountability to
their funders.

In addition to these findings, the data preseme@hapter 6 and Figure 9-2 indicate that
the interviewees who constituted the PHO represigatatakeholder group (PHO Reps;
the PHO CEOs and Chairs of PHO Boards) hold vidved tank consistently at the
extreme end of their PHO’s position on the commuprovider continuum. Therefore,
the PHO Reps appear to be drivers, rather thamteess, of their PHO’s prioritisation
of meeting the needs of the community or thoseheffinding and service providérs.

The varying positions of the case study PHOs orctimemunity-provider continuum, and

17 |t is pertinent to note that the views of the DHbresentative stakeholder group clustered arthed
‘ideal’ position, rather than being related to thadf the PHO Reps. The views of community and
provider representatives were broadly similar tcheather within each PHO, but varied across PHOs.
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the views of these representatives, provides stuppothe findings of prior researchers.
These include Ospinat al.’'s (2002) study which found that the choice of they ke
stakeholders to whom not-for-profit organisationghmhdischarge accountability, is made
primarily by the leaders of those organisatidhsnd Chang’s (2006) finding, that health
sector managers ‘manage’ multiple stakeholderstdsidxy prioritising those constituents

whose interests are most aligned with their own.

The assumed importance of CEOs and PHO Chairsnwitid PHO structure, and their
position at the extreme of views expressed by iberviewees of each case study PHO,
suggests these PHO Reps may be instrumental ibliskiag their PHO’s priorities.

However, in Chapter 8 it was reported that PHOgeexations and organisational
priorities are also linked to PHOs’ organisatiosttlictures; the provider-focused PHOs
(PHO 2 and PHO 4) are limited liability companieishwproviders as shareholders, while
the community-focused PHOs (PHO 1 and PHO 3) aaeitelble trusts with community

members included as Trustees. Thus the PHO Repsal®aye reflecting the perceived

expectations associated with stakeholders theyifgers being salient.

9.2.2. PHOs’ sensitivity to identity

The notion of PHO identity (or external image) dsainom the establishment of PHOs as
autonomous entities, contracted to their DHB (urtderMinistry of Health, n.d.). It has

also been shown by prior accountability researctesrsh as Roberts (1991; 1996) and
Schweiker (1993), that accountability acts as arwoni whereby delegators’ judgements
(and perceived judgements) clarify and construetdbceptor’s identity in a delegating

relationship.

Following from this, it is suggested that metaphmrtabels ascribed to PHOs by the case

study interviewees serve to clarify a PHO’s extemmeage!’® The metaphors voiced by

175 While the literature on the relationship betwées CEO and organisational performance undertaken i
leadership studies offers some understanding ofntiee-relationship between shareholder returns and
stakeholder relationships, it is beyond the scdpéis project on organisational accountabilityniot-
for-profit organisations.

178 This organisational phenomena was theorised bghand Schulz (2002) and depicted in Figure 4-3

(in Chapter 4). Figure 4-3 highlights the mutabildf organisational identity as culture, image and
identity inter-relate. The internal ‘face’ or cuiéuof each PHO may be ascertained from the response
of interviewees who were internal stakeholdersaohePHO, as they provide insights into the core
values and beliefs held by the organisation, camsid by Gioiaet al. (2000) to be the basis of
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interviewees and during PHO meetings are presentEajure 9-3. Analysis of Figure 9-

3 indicates that PHOSs that afford priority to pamfis of funds and services rather than to
the community (PHO 2 and PHO 4) have differing exdé images from those that
prioritise the needs of their community (PHO 1 &0 3).

Figure 9-3: Metaphors in the PHO environment’’

Metaphors: Metaphors: -‘an IPA in drag™
- ‘embedded in the community’ -‘the shark’
- ‘coherent co-ordinator’ -‘foxes in the hen-house’
- ‘community-driven’ -‘needs to be challenged Prioritisation
Prioritisation |-, €ommunity development’ 4 to play nicely with others’| ¢ oviders
of community “ g (of funding and/
or services)

@ rPHoO1 @ PHO2 @ PHO3 (@) PHO4

(i) Identity/image: metaphors associated with PHOs gradritise providers

The metaphors used to describe PHOs that priomtiseting the needs of providers of
funds and services can be disabling. For examipéejnterviewee comments of “an IPA
in drag” evokes an external image that is incongrwath the perceived purpose of a
PHO; “the shark” and ‘foxes in the henhouse’ (Hdwe2007) have predatory
characteristics, and there is something akin tesier for GPs that were described by an
interviewee as “need(ing) to be challenged to phegely with others” in the PHO

environment.

As explained in Chapter 8, the two case study PH@s prioritise the needs of their
providers of funds and services (PHO 2 and PHO eteviormed directly from the IPA
structures which existed in the 1990s. In both £dkey are limited liability companies
with GP owners, although, during the case studjodethe shareholding in PHO 4 was
broadened to include community trusts. With thel@dghment of these PHOs as new
(not-for-profit) organisations, the break from ttmmpetitive practices of the prior decade

provided the opportunity to develop a new (PHO)eexal image. PHO 4 chose a

organisational culture.

" The comment ‘IPA in drag’ may have specificalBeln targeted at PHOs that share the IPA name. This
strategy may also have been taken up in orderttigabrand could weather changes in government
policy (and a possible “Bfunder’).
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geographical name for its PHO, rather than its &riPA identity. However, PHO 2
adopted the same name as its forerunner IPA anal,cassequence, appears not to have

developed a new, distinct external image.

A DHB interviewee referred to any provider-focusediO that derived from an IPA
background as an “IPA in drag.” S/he explained:

When you look at ... PHOs that have been drivenysoldl of IPAs, we talk about
them as an IPA in drag (laughs). They don’t seehmatee the autonomy that [PHO
1] seems to have because of its structure. (Iregree PHO 1)

Another interviewee noted:

Other people call [PHOZ2] the shark! They have Ak tmoney and all the practices
and they just seem to want to get bigger. (Inteveie PHO 2)

Most PHOs that are “driven solely out of IPAs” amened by a profit-oriented IPA (as
noted in Chapter 8). However, the Chair of PHO 2ressed surprise about the
incongruent metaphor that implied the IPA contbliee PHO. S/he stated:

| think that when you look at the ideology that tR&-run PHOs aren’t good ...
you know the word shareholder almost never comesauar discussion. We kind
of see us and [the IPA] as kind of like this (firgentertwined), not as us and
them. We don't say, “We’ve got to do this becabgeshareholder wants it.” We
think, “What do the providers want, what do the pleowant and need?” That's
more the flavour of our discussion than what thareholder wants. (Interviewee
PHO 2)

Another interviewee from this PHO explained how il identity benefitted the
development of the PHO:

The identity of the PHO piggy-backed on the exgsteputation of [the IPA]. So
Day 0, before Day 1 there was no PHO, there wabkraad, Day 2 it was attached
to the [IPA] brand and it already could build onath You know [the IPA] had
done publications in the [regional paper] and halll these different things so it
was already out there ... | think it's important thpéople have a trusting
relationship with their own GP and they don’t charjgst because of some entity
that actually doesn’t directly provide the servioghem. (Interviewee PHO 2)

Notwithstanding the views of the interviewees nadédve, other interviewees from this
PHO (PHO 2) were not reconciled to the idea of ridiag’ for a not-for-profit
organisation. These interviewees found the promotiba logo to highlight the PHO's
brand to be a dissonant concept for a PHO. In threlsvof one of these interviewees:

A constant battle that we face every time we watlalgoratively on a project
[with PHOs] is we pull out the communication ma#rand constantly there are
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guestions, “Where does our logo go?” and, “Where @ge put our logo on this?”

It's not about who does the work, it's about therkvbeing done and that it is of
the best possible quality and that is the one thinag really rubs me up the wrong
way. You should have enough faith in the knowledgethis is contributing, that

you don’t really need to have the logo on it toagaise that. (Interviewee PHO
2)178

Thus, these PHOs that are closely associated ttin forerunner IPA and focus on the
needs of providers (PHO 2 and PHO 4) may earn rhetapvhich potentially aggravate

collaborative effort.

(i) ldentity/image: metaphors associated with PHOs gradritise community

In contrast to the metaphors attributed to the idevfocused PHOs, those used to
describe PHOs that prioritise community are pogdligtienabling. Such PHOs (for
example, PHO 1 and PHO 3) are viewed as being ‘dadzkin the community’ and, as
‘coherent coordinators’, they also appear to attm@etaphors that are suggestive of ‘Third
Way’ networking principle$”® PHOs that are viewed as being ‘community-drivemd a
involved in ‘community development’, have metaphibrat accord with principles of the
Alma Ata Declaration (WHO, 1978) and the commumtiented primary health care
movement (explained in Chapter 2).

Rather than mirroring pre-existing IPA structurégbe two case study PHOs that
experience accountability as a means to enhanse (f)AlHO 1 and PHO 3) have been
established as (i) a new partnership of Primarye@uganisations in the case of PHO 1,
and (ii) from long-established community provideganisations in the case of PHO 3. In
each case, the PHO is a charitable trust with @eaof provider and community

representatives elected as Trustees.

Although the interviewees from these two PHOs galheisupported the notion that a
PHO should have a distinct identity, they conveyeat the PHO as an entity is not
widely understood by the public. These PHOs addceshis lack of community

178 The DHB representative and some other intervievetated that the PHO was not well known in the
area, although the IPA brand was well recognisexlvéver, the use of a consistent brand may insulate
the IPA against changes arising from mutable prynhaalth care policies and funding schemes.

79 “Third Way’ policies in relation to health weraramarised in Chapter 2 and are evident inRfimary

Health Care Strategy
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awareness in different ways. In PHO 1, two stra®dob raise the awareness of its
enrolled population about the PHO’s existence ammgnammes were explained by
interviewees as follows:

We have just negotiated with the local communityspapers to take an editorial
and run a health feature ... We are trying to raiseaeeness about the PHO'’s
programmes, and to be a reliable credible sourcenffrmation ... We need to do
this, because we can’t engage with a community tioesn’t know we exist.
(Interviewee PHO 1)

| do believe that people need to understand thaewst so that they understand
who is driving the Primary Health Strategy. If tbemmunity doesn’t understand
which one [PHO] they belong to, they may not beli¢vat either the money is
being well spent or that it's creeping down to wahéney might want it to be. We
are also discussing at present putting its logat@m of the Practices’ notepaper,
so that people might well understand that this ipaatnership between that
Practice and the PHO. (Interviewee PHO 1).

The use of the logo in this case was to strengthenlink between the PHO and a
patient’s relationship with their own GP, rathearth(as expressed by the interviewee

from PHO 2) to push a ‘GP-centric’ view that the®#$ largely irrelevant to patients.

PHO 3, which is considerably smaller than PHO 15 tsed different tactics to raise
awareness of its existence: the PHO has held frequeetings with its community, used
an email newsletter to link with community groupsid also invited the community to
provide input to its strategic planning. As a capsce, interviewees from this PHO

stated that the PHO has an important role to plagammunity development’.

The small size of PHO 3 may also have helped temgea familiarity. As the CEO
explained:

[Others] are closer to the ground than | am, oftama daily basis. However | do
like the fact that | can walk down the street antheone from the ... community
will come up and say, “Hi,” because they know wharh. Knowing them
personally means that we can negotiate with thetierathan taking a top down
approach. We really support the grass roots up #ra’'s what we advocate for
and that’s what we promote. (Interviewee PHO 3)

Interviewees from this PHO were aware that noP&lDs share these enabling metaphors
and reflected on others’ fear of predatory actiéims.example, one interviewee observed:

There’s a bit of a fear about what the PHOs caradd whether they going to take
NGO funding and cut the NGOs out. So there’s caitet of apprehension from
NGOs about what the PHOs are going to do. (Inteveie PHO 3)
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In order to address this fear and to underline'¢hberent coordinator’ role of the PHO,
at the PHO’s AGM, the interviewee explained:

[The PHO is] not trying to take money from NGOdas to try and bring them in
so it is all part of the same mix. The PHO showdddoking for projects that really
focus on NGOs and engage with NGOs to look at lezadl benefit for health,

because looking at primary care is not the fulltpie. People’s health is driven by
most things outside the health sector predominanttok at housing, look at
income, and look at employment. Those are theddkey things that drive our
wellbeing and health. To make changes in that wes ha work with the NGOs
and work out ways of strengthening those relatiggsland make it work better.
(AGM at PHO3)

By raising NGO engagement as an issue, the inteegeappeared anxious to change the
external image (held by NGOs at least, as obsebyeithe Health and Disability Sector
NGO Working Group, 2005) that PHOs are attemptingdach ‘business’ from NGOs.

The strategies adopted by these PHOs (PHO 1 and HO inform and involve the
community resulted in metaphors reflecting theioftisation of the needs of their
communities. This finding, and that of the priobssection, suggest that the identities of
the case study PHOs are affected and reflectetidoynetaphors that are used to describe
them, as theorised by Hatch and Schulz (2002). Rol§@991; 1996) and Schweiker
(1993) theorise that accountability is instrumeitathat reflection. Yet, the image may
not be positive, or one sought after by the PHO.dx@ample, in Chapter 6, a provider’'s

reaction to the name ‘foxes in the henhouse’ wasdhch external images reduced trust.

9.3. The control-trust continuum: a sensitivity to corgeed space

9.3.1. The control-trust continuum

In Chapters 6 and 7 it was reported that the iemes indicated they perceive

accountability as a mechanism which is used torogndr to enhance the existing trust
in, their PHO. Roberts (1991; 1996) and Strath@000Q) have previously suggested that
powerful stakeholders may use accountability totrabrihe acceptor of responsibilities

rather than to demonstrate and confirm trust arsd,aaconsequence, trust may be
undermined. Pallot (1990) and Handy (1990) posit tontrol and trust are not mutually
exclusive, as do Romzek and Johnston (2005), wite that, while control is necessary

for relational contracting, trust reduces conflaodd increases interaction and inter-
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dependence. These propositions were developecdefusthRoberts (2002a) and Roberts
et al. (2005) but they concluded that developing an idealrix of trust and control was
difficult.*® Nevertheless, Casciaro and Piskorski (2005) mairtkeat a balance between
the relational extremes of control and trust isem@nt because, if control is dominant, it
shapes performance (as will trust) and, by assoniatimpacts the discharge of
accountability. Thus, the analysis in this resedral used a continuum, rather than a

matrix, to depict gradations of trust and controtelational contracting.

It thus appears that the ‘ideal’ situation is forbalance to be achieved whereby
accountability is used dsoth a controlling mechanisrand to enhance trust, placing the
‘for what’ of accountability in the central zone thie control-trust continuum proposed in

Chapters 6 and 7 as presented in Figure 9-4.

Figure 9-4: Continuum of the DHB/PHO relationship for accountability
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180 As reported in Section 6.3.2, a PHO represermtdtom PHO 3 conveyed similar ideas, noting that th
PHO had “huge amounts of trust,” but also requimhtracts “to clarify responsibility and
accountability lines.”
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In Chapters 6 and 7, based on the intervieweeporess, the ‘average’ position of each
case study PHO was postulated todiber in the ‘control’ portion of the continuum
(PHO 2 and PHO 49r in the ‘trust’ portion (PHO 1 and PHO 3). The rangf views
expressed by the interviewees in PHO 2, PHO 3 &id & (and reflected in Figure 9-4)
support the contention that these intervieweesegnercaccountability being used as a
mechanism for control (PHO 2 and PHO!4)r to enhance trust (PHO 3). Conversely,
the interviewees from PHO 1 appear to recognisd, tha least for their PHO,

accountability is useldothto control and to enhance trust.

The data from which the ‘average’ and range of gi@xpressed in the case study PHO
interviews are presented in Figure 9-5. An addélaesponse row has been added to this
Figure to report the number (and proportion) oémtewees who expressed the view that
both trust and control are operating in the accaalihity relationships of their PHO.

Lapsley (2001) (reflecting on the UK health carstegn ) and Smith and Ovenden (2007)
who conducted a New Zealand study, observed thatefis sought to ‘command and
control’ service providers. Similarly, the casedstunterviewees (especially those from
PHO 2 and PHO 4) inferred that DHBs, the primanydiers of PHOs in the New Zealand

setting, use accountability to control their PHOs.

Conversely, some interviewees from PHO 1, but nespecially those from PHO 3,
concur with Cumming’s (2007) hypothesis that insexh decentralisation in the health
system (as occurs with PHOs) paves the way foreasad trust. Along related lines,
Considine and Lewis (2003) suggest that partneaimg) trust are a characteristic of the

post-NPM environment.

181 For PHO 4, the interviewees signalled that tHati@nship between the Ministry of Health and their
DHB was instrumental in the operation of controthe PHO/DHB relationship. It was considered that
the Ministry of Health tightly controlled the DHBhd thus the DHB used accountability to control the
PHOs in its district. Not only did this PHO’s intéewees perceive the DHB to be controlling, bus thi
was borne out by the DHB’s demands for frequenttimge with, and reporting by, their PHOs that far
exceeded that required by the DHBs of the other leB§2 studies.
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Figure 9-5: Continuum of the DHB/PHO relationship for accountability

Stakeholder Group¥
Categories of responses Total DHB PHO Reps| Provider | Community
Reps Reps Reps
No. | No.| % [ No.] %| No|] %| No.| %

PHO 1

PHO accountability as a controlling

mechanism 3 1 [100| O 0 2 | 100 0 0

PHO accountability enhances trust 2 0 0 2 100 |00 0 0

PHO accountability is a balance of 2 0 0 0 0 0 0 2 10d
trust and control

PHO 2
PHO accountability as a controlling
mechanism 4 1 100 1 50 1 50 1 100
PHO accountability enhances trust 1 0 0 1 50 0 00 0

PHO accountability is a balance of 1 0 0 0 0 1 50 0 0
trust and control

PHO 3
PHO accountability as a controlling
mechanism 1 0 0 1 50 0 0 0 0
PHO accountability enhances trust 6 1 100 |1 50 200 2 67

PHO accountability is a balance of 1 0 0 0 0 0 0 1 33
trust and control

PHO 4
PHO accountability as a controlling
mechanism 4 1 100 1 50 1 50 1 25
PHO accountability enhances trust 2 0 0 0 0 0 02 50

PHO accountability is a balance of 3 0 0 1 50 1 50 1 25
trust and control

9.3.2. Arole for learning

A further role for PHOs, implied in therimary Health Care Strategig that of learning
(Minister of Health, 2001). In this regard, reséwns such as Bovens (2005b) and Ulrich
and Barney (1984) contend that the stronger thegaébr's control over the acceptor, the
less autonomy the acceptor experiences which paligrieads to reduced learning. This
proposition is supported by the findings of O’Dwyaerd Unerman (2007) in their study
of Irish NGOs, namely, that the addition of leamito policy is a ‘laudable’ objective,
but such a policy is meaningless without a chamg¢he balance of control. This is
reflected in the contrasting observations repoodw.

In PHO 2 and PHO 4, control by their respective BHBombined with the risk-averse
nature of DHB funding, has apparently limited th@er for PHO learning. As an

182 As noted in Chapter 5, the interviewees’ respsnsere are not necessarily exclusive, nor did all
stakeholders answer all questions. Percentagelidntable are calculated based on the number of
replies from each stakeholder group.
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interviewee from PHO 4 observed:

It's all about control absolutely and that's the B# problem. There is no

enabling. If you wanted the PHOSs to succeed, ktkie best thing to do would be
to enable people to go about what they do. Sureesamn@ going to struggle and
some are going to have accidents and fall over kpadn. We are all going to

learn from other people’s mistakes, but that wduddthe way to go. (Interviewee
PHO 4)

While risk aversion is offered as an excuse folisalding environment, the following
comment by a DHB interviewee suggested that, irusting environment, learning will
be enabled:

In terms of accountability, | think because it ipc money there is a great deal
of risk aversion. And | think that the expectatibat innovative projects succeed
is probably unrealistic if you look at how manynis fail in the private sector ...
if you're drilling for oil or something like that .With health projects you don’t
see the results that fast ... A one-off out of SIAcould say, “Oh this worked,”
or, “This didn’t work.” So | guess that’s the plagéhere the innovation happens,
all the trying out, but the whole SIA and HealthoRiotion year to year thing
might not be very suitable in the long term. Yoghhiwant to have a three year
plan so you can be a bit more strategic aboutiitefviewee PHO 3)

Accordingly, it is suggested that policy-makers wdre serious about encouraging PHO
learning (as described in tHerimary Health Care Strategyshould take the strategic

decision to reduce control to provide space fafufa’ and thus, learning.

9.3.3. PHOs’ sensitivity to contested space

At the local level, DHB staff assume the strategile of deciding who is a legitimate
recipient of government health care funding. Thusjate organisations (such as PHOS)
must compete with NGOs and the DHB for the rightdi&iver government-funded
services and obtain discretionary resources tolertabm to do so. This may result in a
“power struggle” (as noted by an interviewee frold@2) between the DHB and its

PHOs, with each “looking after their patch” (asetby an interviewee from PHO 1).

Any “power struggle” may be exacerbated by tRemary Health Care Strategy’s
objective of reducing the delivery responsibiliteflsDHBs by transferring some of their
former responsibilities, such as health promottorthe PHOs (Minister of Health, 2001).
This devolution of responsibility to PHOs for theelisbeing of their community, may

provide an explanation (additional to the histdrstauctural differences highlighted in
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Chapter 8) for the diversity of views expressedhsy case study interviewees about the

reason to demand accountability from PHOs.

The transfer of responsibilities has, however, lteduin what may be referred to as
‘contested space’. As the Chair of PHO 4 noteth@tRHO’s AGM:

As | explain to people, PHOs really are coming @méw ground that was already
occupied by DHBs. They had a responsibility formaiy health and PHOs were
put in there to facilitate the funding of primargdith so it has been a wee bit
stressful. We now have a Memorandum of Understgndiith the DHB ...
hopefully that's going to be a useful document beseat sets out where we both
stand and how we achieve cooperation. (AGM at PHO 4

A Memorandum of Understanding may assist PHO 4éffinthg its responsibilitie$?
nevertheless, a community representative from PH@r2ended that ‘contested space’
should be addressed at a higher level (that ishéMinistry of Health). S/he observed:

PHOs need to decide where their place is in thengaork. They are trying to be
deliverers on the ground ... and they are trying torkwwith others ... and

sometimes they are trying to do the planning tHepand direction. The DHB is

just as bad. They are deliverers, they are poleyess, they are funders. | think
there needs to be from the Ministry perhaps bettdée definition around the

parameters and the roles of these organisationsalee | think if everyone is
trying to be too much that's where everyone getseach other’s toes and it
doesn’t actually benefit the community. (InterviedAHO 2)

For PHO 2 and PHO 4, the operation of ‘contesteacap and the need to gain the
approval of their DHB in order to obtain and appiynding to their preferred
programmes, may explain their emphasis on ‘upwaadsbuntability. Such a conclusion
accords with the findings of research conductedChpb (2005a) and Flack and Ryan
(2005). However, in contrast to the findings ofoprresearch, DHB interviewees from
these two case study PHOs recognised that, iniaddi their ‘upwards’ accountability
to the DHB, PHOs must discharge ‘downwards’ andiZamtal’ accountability to other
stakeholders, including the community. Despite,tlbise of the DHBs of these PHOs
represents itself as a “partner with the communityus fulfilling the role apparently
envisaged by thBrimary Health Care Strategypr PHOS).

Further, some interviewees appear to be conterft wie notion that a PHO may

discharge its accountability to its community via accountability to its DHB. For

18 It should be noted that, as explained in Chagteesponsibility boundaries also define ‘to whant
‘for what’ PHOs (and DHBSs) are accountable.
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example, a provider interviewee from PHO 4 obsead DHBs: “represent the people
as they are agents of government.” From obseratsuth as this, it appears that the
community (at least that of PHO 4), believe thae tBHB is cognisant of the
community’s needs, is able to judge the PHO’s perémce in meeting those needs and
is, therefore, in a position to be a surrogatepieat of the PHO’s accountability to the
community. The prominence of DHBs was offered asason for community members
‘voicing’ their needs and/or disapproval in respeicPHO services to their DHB (rather
than the PHO). This usurping of community accoullitgbby the primary funders

(DHBs) has not previously been documented in tieediure.

The apparent assumption of PHOs’ accountabilith&écommunity by DHBs may afford
the latter an excuse to strengthen their demandB3HDs to be ‘upwardly’ accountable
and to curtail their activities — for instance hgaburaging PHOs from informing their
communities of primary health care matters throtighmedia. The DHB of PHO 2, for
example, complained to the PHO about its advocacyhkalth promotion and SIA
programmes on ethnic radio, terming it ‘social netirkg’ and contending that it is an

inappropriate way to spend public mori&y.

Thus, while thePrimary Health Care Strateggnvisaged significant community input to
primary health care delivery at the local level thperation of contested space (and
assumption by some DHBs of what should be the PH&®s'in their community) appears
to reduce, for some PHOs, the significance andce¥eness of community input into
their decision-making and planned programmes. Tieemvations from the PHO case
studies provide support for the conclusions of Go@d003) and Considine and Lewis
(2003), that the full benefits of community inpatd collaboration between NGOs and
government funders, are promises of ‘Third Way'iget that currently are not being

fully realised (at least in the realm of primaryatie care)?®

It may be that, similar to the UK (as suggestedHoyglson & Henwood, 2002; Milewa,
2004; Newmaret al, 2004; Sullivan, 2002), the current structureprimary health care
in New Zealand encourage inconsistent practiceauattity between the policy-makers

8 The use of the IPA logo or brand in the messageeared to be the main cause of the objection.

8 ‘Third Way’ policies, described in Chapter 2, egesl as a consequence of negative reactions to the

competitive nature of New Public Management (NPgjgies of the 1980s and 1990s.

265



and citizens, and serve to reinforce PHOs’ ‘upwaagdsountability to DHBs and from
DHBs to central government. This appears to balds avith the objective of therimary
Health Care Strategyhich seems to envisage clearly defined respditgildielegations
(to DHBs and PHOs respectively) and associatedustabilities.

9.4. The accountability ‘map’: is there a deficit in hdtic accountability?

Holistic accountability is context-specific, butiqar researchers have proposed that the
‘for what' of holism subsumes accountability for tputs (however derivetfj and
embraces accountability for outcomes in terms afgmamme accountability (Leat, 1990;
Stewart, 1984), accountability for priorities (Le&®90), for intentions (Goodin, 2003),
for meeting societal values and expectations (Kgarb994), and for long-term
environmental impact (Edwards & Hulme, 1995).

Thus, holistic accountability is fully dischargedh@n the organisation is accountable for
its impact on all stakeholders and proactively vgorkth those stakeholders to shape an
accountability framework that meets organisaticaral stakeholders’ needs (O'Dwyer &

Unerman, 2006). That framework should describeptioeesses and mechanisms through

which accountability is discharged.

Since their inception, PHOs in New Zealand havenlbregjuired to discharge ‘full and

open accountability’ (Minister of Health, 2001). d&edingly, the case studies in this
research differ from previous studies of holistex@untability (for example, Jonsson,
1998; O'Dwyer & Unerman, 2007) in which the orgatiens examined experienced an
imposition of accountability upon prior structuresd processes. The PHOs in this
research have the opportunity to custom-designogoate frameworks that will enable

them to become ‘masters at conversation’ (Fry, 129l thus, to meet their own needs

and those of their salient stakeholders.

In Chapters 6 and 7 the intersection of the comtytpriovider and control-trust

18 |n Chapter 4, Figure 4-4 provides a range of igiens that include: accountability for probitydh

legality (fiscal accountability) (Leat, 1990; Stewyal984), performance or process accountability
(Leat, 1990; Stewart, 1984), and tactical accodlitgEdwards & Hulme, 1996).

187 Outcomes (achieving an organisation’s purposgire negotiating between delegators and acceptors

of responsibilities. They may also be prescribegoblcy documents (for example, from the Ministry
of Health) as they are less likely to be addregsedntracts.
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continuums generated a ‘map’ of four quadrantsescdbe the stakeholders prioritised
by the case study PHOs, and the role of accouittalil these PHOs. This section
addresses the remainder of the accountability fweoriethat includes for what PHOs are

accountable, and the mechanisms used to dischaligédaccountability.

In Chapter 4 a number of accountability mechanismge presented through which not-
for-profit organisations may report their perforrnann terms of outputs and outcomes. It
was suggested that different mechanisms may berpeef by different stakeholders. In
Chapter 6, the responses to questions asked tatascenterviewees’ preferred
mechanisms for PHOs’ discharge of accountabilityensorted by stakeholder group. In
Chapter 7, these responses were sorted by PHChanddchanisms used by these PHOs
during the case study period were analysed (tarohtaorganisational viewpoint). These
analyses are combined in Figure 9-6 with checksgslinle the mechanisms identified. In
addition, the most preferred means by stakeholdmrgand by PHO are highlighted.

From Figure 9-6 it can be seen that there is aodisection between the expectations of
the stakeholder groups and PHOSs’ preferred accbilitgamechanisms (as shown by the
shading). Accordingly, it is unlikely that the nsedf both the stakeholders and the
organisation are being met. Subtle differences betwthe case study PHOs may reflect
their position in a particular quadrant in the agaability ‘map’ (particularly in respect
of PHOs’ accountability for outcomes). Thus, PHOgsameworks for holistic
accountability are analysed in three categorigRigisection, namely:

(i) accountability framework: mechanisms for reportngputs;

(i) accountability framework: mechanisms for reportingcomes; and

(i) accountability framework: sanctions and rewards.
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Figure 9-6: Accountability mechanisms preferred bystakeholders and PHOs

Mechanisms identified by Mechanisms identified and used
Categories of responses stakeholders as effective in by PHOs
(note: the shading shows the most meeting their needs Quadrant B Quadrant C
preferred mechanisms by respondent)DHB | PHO | Prov. | Com. | PHO | PHO | PHO | PHO
Reps | Reps | Reps | Reps 2 4 1 3
Accountability for outputs
To providers of funds
- Contract reports and funder meetings v/ v v v v v v v
- Audits of financial reports and v v v v v v v v
performance 2 0 5 1
- Reports/meetings beyond contract v
To the community
- Annual report 4 4 4 4 vt 4 4 4
- Reduced patient co-payments 4 4 4 v v v 4 4
- Media reports v v v 4 v 4 v v
Accountability for outcomes
To providers of funds and services
- Reporting to and by staff/contracted v v v v v v v v
providers
To the community
- Community meetings and AGMs v v v v v v v v
- Board representation v v v v v'* v'* v v
- Providing local employment - v v v v v v v
Sanctions and rewards
(i) Provider sanctions
- Provider claw back or withholding
of funds v v - - v v v v
(ii) Community sanctions
- Community complaints - v v v v v v v
- Community disengagement - v v v v v - -
T The annual report of this PHO has limited cirtiola
* This PHO has a range of stakeholders on theirr@®@oaowever, rather than an open election prodéss,
Board members are appointed by the shareholdersaply based on the recommendation(s)| or
nomination(s) of community and/or provider subcoitbeeis.
# While interviewees provided examples of pati@rhplaints in this PHO, no example resulted in angleaof
PHO behaviour, although it is likely that chang&batcur.

9.4.1. Accountability framework: mechanisms for reportingutputs

The relevant case study data shows that these EISCsarge their accountability to their
DHB (and Ministry of Health) for outputs. Howevdtigure 9-6 demonstrates that the
PHO representatives who were interviewed displaggticular sensitivity to audits as an

accountability mechanistfi but that this was not otherwise widely mentiofféés noted

188 As noted in Chapter 4, DHBs may request audith iamestigations under the Primary Healthcare
Audit Protocol (Ministry of Health, 2004c) in adidibh to the requirement for PHOs to have an
independent audit of their annual financial statets¢Ministry of Health, n.d.).

189 |n Section 7.6.1 the analysis showed that oneianezporter would, “like to see audits of service

published.” No other interviewee identified thischanism as being desirable. As noted in Chapter 2,
the extension of such sentiments has resultedindtors against national performance measuregbein
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in Figure 9-6, specific performance audits had bemrducted on three of the case study
PHOs since their establishment, respectively: fiv®HO 1, two in PHO 2 and one in
PHO 3. In none of these audits was a major con@esed and an interviewee noted their
PHO had been told by some audit teams that theg,w#re best we've seen in the
country.” In respect of audits to the providers fahds for outputs achieved, this
interviewee therefore noted:

| think the Ministry and HealthPac and the restltgm are a bit obsessed because
they like to be able to tick boxes. To do an aisdifood for them because it means
they can come down and they can fill 20 pages ektipns and answers and
they’ll get all sorts of reports and whatever. Ahdy can go back and say “We've
checked them out and they look good.” It doesntuaity have any effect on the
patient. | agree that you need accountability arah$parency, but you don’t need
6 or 8 people all doing the same thing, you shdaddvorking out what you want
and then you should say, “What they are supposeatbts to deliver that service
to that many people. Are they doing it?” If theyearot, “Why aren’t they doing
it? How can we help to change a few things roundidoit?” Whereas at the
moment its very much sort of, “My job is to giverybe money and | want to make
sure it's being spent correctly, so | need all thdsoxes being ticked.” ...
Providing all the things are flowing, let's conceate the time of the [PHO]
Executive on patient benefits, rather than auditofider Rep)

These comments are similar to those reported ipteh®&. For example, an interviewee
noted that DHB and Ministry of Health reporting aaddits “can be overly onerous.”
DHB meetings (identified as excessive in the cddeHO 4), reporting and audits are an
area where the provider of funds and PHOs shougbtiege a balance between the
funders’ needs for accountability and the PHOsbaamy and need to deliver “patient
benefits”.

In respect of discharging accountability for ougptd the community, Figure 9-6 shows
that the circulation of the annual report from PRQvas limited to a small group of
stakeholders and thus did not reach the expectdibraze. Figure 9-6 also highlights
media reports as a preferred mechanism of communmtigyviewees. While PHO 2 and
PHO 4 (quadrant B PHOSs) identified and used mesjants, interviewees from both of
these PHOs were reported in Chapter 7, as desmog (and less technical) media

reporting. It may be that PHOs need advice on looutitise media more effectively.

published in the UK and also in many of the Statethe United States of America. Potentially, the
instigation of this in New Zealand would strengtherarket-based accountability (‘exit’) but not
necessarily give ‘voice’ to community stakeholdétsrther, O’Neill (2002) argued that ‘league tables
generated from published audits aggravate alreadynihg public trust in professionals (such as GPs
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9.4.2. Accountability framework: mechanisms for reportingutcomes

As to accountability for outcomes, the ‘to whomngarises the providers of funds and
services as well as communities. In Figure 9-6ait be seen that interviewees who were
provider representatives desired PHOs to dischacgeuntability to them (through peer
or cell group meeting®) and through them (from their daily contacts wgatients).
While all the case study PHOs used these diffemegthods, PHO 1 is also developing
other ways to strengthen the PHO-service providdationship (for example, by

including its logo on GP’s letterheads).

For PHOs’ communities, the findings of Cummietgal. (2005) were that PHOs struggle
to engage in processes to discharge accountalditynultiple stakeholder groups,
especially the community. This has been borne wuhis research. Of the quadrant B
PHOs, while PHO 2 readily identified community niegs as an appropriate mechanism,
it had been unable to sustain a cycle of publictmgg, and exhibited a paternalistic
attitude that stated the enrolled population wakkely to ‘know best’. The provider-
based metaphors ascribed to this PHO with a ‘GRriceniew, combined with DHB
control, may provide explanations for this attituBarther, the community meetings held
by PHO 4 were event-driven rather than plannedtdifate dialogue between the PHO
and its stakeholders on a regular basis, potentiailiting the community’s use of ‘voice’

mechanisms to sanction or reward the PHO.

In addition, despite the opportunity to encouragmdcracy through diverse stakeholder
representation on their Boards, PHO 2 and PHO 4adignt B PHOSs) relied on a
narrower group of stakeholders for nominees thasdlof PHO 1 and PHO 3 (quadrant
C PHOs). Pererat al. (2003) noted that a prior community network assdistewly
established PHOs to engage with their communitg s notion would support the
success of PHO 3 in obtaining community represeest However, the ‘voice’ of
community is also a structural matter. For exampleRHO 3, an interviewee reflected
that:

[In some PHOs] NGOs aren’t on [PHO] Boards and thmeynot asked to
participate in the PHO so they’ve got absolutelysay. Without being recognised
as a stakeholder and someone who inputs, they [N@llshnever have a say in

1% These meetings are used for training and sugpmttmay also provide clinical governance to a PHO
through a caucus arrangement.
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SIA funding and they will never have a say in He&tromotion funding. We
believe it is very important that community hasag & those funding streams.
(Interviewee PHO 3).

When combined with a general lack of public awassnef PHOs (especially in PHO 2
and PHO 4), limiting Board representation furtheduces the likelihood that enrolled

populations will call to account through ‘voice’ effective sanctions.

9.4.3. Accountability framework: sanctions and rewards

In respect of sanctions, Figure 9-6 shows that BB and PHO stakeholder
representatives who were interviewed recognisedthB (as funds provider) could claw
back or withhold funds from PHOs, even though ss@hctions were used seldom. The
manner in which DHBs require increased reportirmgnfrsome PHOSs, yet rarely invoke
sanctions mirrors the experience of Adam and Gun(#002) and Romzek and Johnston
(2005). As outlined in Chapter 4, these researcbaited for funders to clarify a small
number of critical indicators for reporting, so thecceptors would be clear on which
measures to prioritise. This is relevant to PHOskmg in contested space, as knowing
when and how sanctions will be applied by DHBs #hotesult in more defined

delegation.

The community representatives who were interviewddntified both complaints
(‘voice’) and disengagement (‘exit’) as response®HO performance not meeting their
expectations. All of the case study PHOs noted tremeived complaints from their
enrolled patients; typically these were in respeicto-payments charged by General
Practices. As these co-payment levels are establibly independent General Practices,

however, PHOs were not in a position to changeliaeges levied.

The frequent mention of disengagement also sugdlest®peration of a market-based
accountability model. While ‘exit’ mechanisms hawveole to play, Meijer (2005) notes
that ‘voice’ mechanisms are necessary in healtb sgstems because patient loyalty and
a lack of options reduce the choices for ‘exit’.cAadingly, wide community engagement
on such programmes as Services to Improve Accakslaalth Promotion is likely to be
the most effective way for PHOs to hear the ‘voiocd’ community and enable the

discharge of holistic accountability.
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9.5. Addressing a deficit in holistic accountability

It appears that none of the case study PHOs achieokstic accountability — that is,
being fully accountable to all its stakeholder grey- and maintains effective ‘voice’ and
‘exit’ mechanisms. Ebrahim (2003a) found mechanigmsdischarge full and open
accountability were under-developed in not-for-girofganisations required to discharge
holistic accountability. O’'Dwyer and Unerman (20G&ilarly reported that Irish NGO
managers were ‘at a loss’ as to how to discharge réguirements of holistic
accountability’®™ Yet, the interviewees from the four case study BH@entified
numerous mechanisms through which PHOs may diselargquirement to be ‘fully and
openly’ accountable (as discussed in the prion@@ctThese are summarised, along with
the corresponding sanctions and rewards, in Figufe

A lack of particular mechanisms is not the only ssmawf a deficit in accountability.
Holistic accountability is not an excuse for stakelers to ‘over-demand’ accountability.
Thus, where organisations (such as PHOs) are eshuom undertake accountability
reporting in excess of contractual obligations,.efiacit may also arise. For example, the
prior section identified excessive demands fromes@hiBs for reporting, meetings and
performance audits, and it was suggested that tlesends be re-assessed to reflect
more adequately the benefits and PHOs’ needs. éfurtiie expectation that PHOs will
provide (or promote) local employment is not getlgrsupport by thePrimary Health
Care Strategyand thus could be perceived as an excessive defmancbmmunity
stakeholders. Figure 9-7 accordingly presents theser demands’ as outliers on the
accountability ‘map’ as they lie outside the ‘idgabsition on the community-provider

continuum and control-trust continuum.

1 The lack of accountability sanctions from ‘dowmdsi stakeholders is also supported by the liteeatu
from different paradigms (for example, Arunachaldf6 found that sanctions were weak in the
communitarian accountability paradigm).
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Figure 9-7: A framework of accountability mechanisns to discharge holistic accountability

Prioritisation
of community

PHO accountability as a
controlling mechanism
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Provider ‘over-demand’
- Meetings beyond contract
- Excessive performance
audits (Sanction: claw back or
withhold funds

Mechanisms and sanctions to discharge holistic accountability (at ‘ideal’ position on accountability ‘map’)

Accountability mechanisms

Sanctions and rewards

Outputs: to
providers of funds

- Contract reports and funder meetings
- Audits of financial reports and performance

- Provider claw back or withholding of finds
- Provider claw back or withholding of finds
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- Community complaints, disengagement
- Community complaints, disengagement
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-Reporting to and by staff/contracted
providers
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disengagement
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Underpinning the delegations that give rise to dlseountability mechanisms listed in
Figure 9-7, is an understanding that DHBs and Pillsagree clear responsibilities in
respect of primary health care provision and tlesiburces will not be wasted during
arguments or disagreements in respect of ‘contegtade’. Clarity around ‘acceptable’
PHO structures and ‘appropriate’ metaphors to des&HOs, may result in relationships
that are more stable than that expressed by a PéfiteBentative (“Our relationship with
the DHB is a bit like the [region’s] weather, itasiges ... | think we are both flawed
partners in the relationship.”). The first stegikely to be enhanced trust to work in the

spirit of thePrimary Health Care Strategy

9.6. Summary

This chapter has reviewed the prior analysis agdimes literature that underpins this
research. It found stakeholders’ demands confiEthey expect PHOSs to prioritise either
community or their funding and service providershil& the Chairs of the PHO Boards
and their CEOs manage PHOSs’ directions to pri@itsccountability to a particular
group, organisations and communities that arelatiomships with the PHO will attempt
to make sense of the discharge of accountabilityutih the lens of the PHO’s image.
Therefore, PHOs’ external images reflected in Ilabapplied by stakeholders as
metaphors, influence not only PHOSs’ identities, baiso PHOs’ accountability
relationships.

The use of accountability to control PHOs redu@ssriing and also gives rise to the
notion of contested space. This concept resulta BB assertions (supported by other
interviewees) that they are the appropriate orgdéois through which PHOs may
discharge their responsibility to all stakeholders.

Finally, this chapter considered a framework of fhat' PHOs are accountable and the
mechanisms through which PHOs may discharge acability against the accountability
‘map’. While an apparent deficit in the holisticcacntability processes in the case study
PHOs bears out other similar research, this chdmsrsuggested a framework to align
stakeholder demands and accountability mechanismsPHOs to discharge holistic

accountability. The next chapter provides a conctuand policy recommendations.
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10.CONCLUSION

10.1. Introduction

Accountability as a concept reflects cultural armhtextual nuances that result in
ambiguous understandings of to whom, for what, whgt how it should be discharged.
Yet accountability is fundamental to tReimary Health Care Strateggnd the delegating
relationships Primary Health Organisations (PHOggrinto because of it (Minister of
Health, 2001). This research has explored how RitiDs implement accountability as a
situated concept and how they manage conflictingettolder expectations. This chapter
reflects on how this research informs accountgbiheory. In addition, this concluding
chapter makes policy recommendations, signals dimoits in the research and offers

suggestions for future research.

10.2. Reflections

In respect of resources and delegating relatiosstpiOs, established as autonomous
entities to deliver primary health care in theingounities, are in a favoured position, as
their District Health Board (DHB) contracts includa ‘evergreen claus&” This clause
imbues an organisational stability and continuggpecially when it is combined with
limited DHB sanctions (the PHO contract was desclibby one interviewee as
“completely toothless”). Accordingly, although corantators such as English (2005)
suggest government contracting-out systems magfaathe financial risks of incorrectly
assessing community’s needs, or inadequately psirgpaervices, to non-governmental
organisations such as PHOs, this does not appé&aveoccurred in these case studies. A
possible explanation is that DHBs’ dependence o®@®khs highlighted in Chapter 8)

has insulated PHOs from sustained financial losses.

In return for these favourable contracts, PHOs raguired to be ‘fully and openly
accountable’ (Minister of Health, 2001). The impiasi of accountability in New Public

Management (NPM), and the more recent post-NPMloird Way’ policy making could

192 This was explained in Chapter 3. PHOs' contrdwsge termination provisions, but they are not
required to be re-negotiated and tendered for diynaa many other contracting organisations must
(Ministry of Health, n.d.).
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be dismissed by others as merely government rlogtwait has limited effect. The reaction
of PHOs to this suggestion was negative: accouittabias felt to be a ‘real’ imposition

and was experienced as a “big stick.” Alternatiyelgcountability was perceived as an
enabler through which PHOs can innovate and cal&@boso that some DHBs are
described as “partners to provide checks and besamather than control.” PHOS’
relationships with their DHBs were therefore found be fundamental to the

understanding of accountability in this research.

As noted in Chapter 1, Davies (1989, p.87) derittedNPM health reforms (in the late
1980s) for their “conflicting and confusing accaalnitity structure.” The NPM reforms

reflected a free market period where New Zealahdath policies could have resulted in
a system that was similar to that in the US, Wére not for concerns in respect of equity
and (more recently) the principle of health promoti However, it appears that New
Zealand’s attempt to emulate overseas practicendidreduce the conflicts over who
should be accountable for what, due to the unigixeafpublic and private funding and

delivery in this country.

The criticisms of accountability structure could lewied at the primary health care
reforms of 2001. Despite assessing internationatlaisoto derive the best system to
deliver primary health care in New Zealand (as deed in Chapters 2 and 3), the
interplay of multiple funders to PHOs and divergpextations of many stakeholders has
still lead to a conflicting and confusing accounigb structure. It is unsurprising
therefore that, similar to other research in neotpimfit organisations (for example,
Cribb, 2005a; O'Dwyer & Unerman, 2007), PHOs magognise they have multiple
stakeholders to whom they are accountable, bueaseable to identify for what, how and
why they should discharge that accountability.

This research observed two PHO models existing galanstakeholder ‘to whom’
continuum: those that prioritised the needs of, accbuntability to, funding and service
providers on the one hand and those that prioditi®mmmunities’ needs and
accountability on the other. PHOs’ historical-stual factors appear to provide a basis
for these priorities leading to the selection of®Bhairs and CEOs that reinforce these
core values. The PHOs’ preference of particulakedtalders to whom they may

discharge accountability also gives rise to distiexternal images that are potentially
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disabling (predatory) or enabling. Thus, the prece$ accountability, and perhaps
choices regarding the balance between control arsd, tare related to a PHO’s external

image.

Notwithstanding this prioritisation by PHOs, tRemary Health Care Strategyuggests
they may not select a single group of stakeholtenehom they are accountable, even
though researchers (for example, Cribb, 2005a;kRfa&kyan, 2005) note not-for-profit
organisations have a tendency to discharge acdalitytato ‘upwards’ stakeholders
rather than ‘inwards’ and ‘downwards’ stakeholderStrong PHO ‘upwards’
accountability accordingly led to some DHBs usiegauntability to control PHOs rather
than to enhance extant trust in the relationshipusT] it was noted that learning is
reduced, due to risk-averse DHB funders. The teryén discharge accountability to
‘upwards’ stakeholders may also lead to an emplmsimechanisms (such as audits and
investigations) that aim to control PHO performartmat that few stakeholders perceive

to be important. Thus, resources can be wasted.

Further, in the case of some PHOs, the ‘upwardskettolder appeared to command
‘contested space’ and posited itself as able tdratb community needs, thus usurping
communities’ rights to secure PHO accountabilityhefé the community appeared to
acquiesce to this notion, PHOs omitted to engagie @@mmunity groups who might also
actively negotiate with the PHO and sanction itsrfggenance through ‘voice’

mechanisms.

Although the managers from Irish non-governmentghnisations (NGOs) interviewed
by O’Dwyer and Unerman (2006) were at a loss athdw to implement holistic
accountability and how best to encompass a rang&akéholders, the stakeholders in this
research readily identified numerous accountahbmigchanisms. However, the case study
PHOs in this research lacked clear processes tuifigeheir key stakeholders and the
most appropriate mechanisms, therefore PHOs map boider- and over-supply
accountability reporting. Accordingly, this theslkas made recommendations for
mechanisms linked to the theoretically ‘ideal’ Pi@sition on the community-provider
and control-trust continuums. These recommendatitak® into consideration the
preferences of stakeholders to whom PHOs owe ado@thand moral obligations under

the Primary Health Care Strategy
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Stakeholder feedback and re-negotiation of the gagileg relationship are important
features of accountability (Mulgan, 1997) and yeise are also stakeholder-specific as
‘upwards’ stakeholders are more likely to imposei¢e’ sanctions and ‘downwards’
stakeholder impose ‘exit’ sanctions by disengagiigkett (1988), Harris and Spanier
(1976) and Stewart (1984) suggested that disengagewy not be an effective sanction
and thus inferred that ‘downwards’ stakeholder e power to impose accountability
as they do not have direct legal contracts. Nostathding that, the case study
interviewees perceived that ‘exit’ and ‘voice’ saans are both valid components of the
accountability process when a PHO seeks to be mesmo to its community. The
broadening of accountability in th@rimary Health Care Strategyhas not been
accompanied by education campaigns about PHOs was poditical structures and,
therefore, a lack of PHO visibility does reduce likelihood that communities will hold
PHOs to account. In addition, the negligible cablation some PHOs have with NGOs,
underscores the concerns of The Health and Disat$lector NGO Working Group
(2005) that PHOs are not taking opportunities takwmeith community organisations.
Such limited PHO/NGO collaboration may be an umded consequence of tReimary
Health Care Strategynd reduces the capacity of organised groups fmse ‘voice’
sanctions on PHOs. Nevertheless, a number of ieteees expressed the view that,
should PHOs continue for a number of years, an iegsincreased profile and
permanency should lead to more robust accountabpildcesses. (This will be dependent
on future political decisions and the manner in chkhPHOs address their historical-

structural bases.)

10.3. Policy recommendations

Chapter 2 considered a number of funding and dglieptions from which governments
may choose an ideal primary health care systerhrgetbroad categories: a monopoly,
free market and contracting-out. The experiencetbér nations in reforming systems
was described in Chapter 3. The deficiencies ofapohstic systems include the risk of
provider over-supply and patient over-demand arid dption is the least preferred
internationally. An alternative, free-market compen, is less likely to deliver equity of
access for citizens, nor effective health promotMfhile the Netherlands (which has a
free market system) has improved equity throughitisbel social welfare payments,

New Zealand has, along with many other nations hsas the UK), preferred
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‘contracting-out’ policies to meet the aims of #é&rld Health Organization’s (WHO)
(1978) Alma Ata Declaratioff’* ThePrimary Health Care Strategglso requires PHOs to
be not-for-profit organisations (Minister of Hegl2001) to maintain the public focus of
government funding and the possibility that PHO4 wiork towards goals that are
generated through wide engagement and mediateachiieeds, grow social capital and
provide legitimacy to decisions made on health tssaes. However, few guidelines are

offered as to how to achieve this effectively.

This analysis of the PHO experience appears toesigbat, as in the United Kingdom
(UK), there is a significant gap between policy grdctice (Dean, 2003; Greet al,
2007). While thePrimary Health Care Strateggxpected that PHOs would discharge full
and open accountability (Minister of Health, 200there are apparent deficits in that
discharge. In respect of such deficits, BarrettO@@0and Hayes (1996) recommend
increased regulation. Further, the need for magelagion in not-for-profit organisations
is recommended by Fisman and Hubbard (2005) duehé¢o propensity of these
organisations to manage earnings (in particulay tband a relationship between lower
levels of oversight and higher perquisites).

While Chapter 8 reported interviewees’ suggestidngt ‘sector-bending’ may be
resulting in earnings management and potentialipmopriate related party transactions
in some PHOs, this research found that contrachgahanisms between PHOs and their
funders are relatively strong. Further, the advefects of excessive control to force
accountability for funds have been noted (i.e. esteld space and reduced community
engagement). Therefore this research recommendsreigalation not be increased
beyond that already imposed. An alternative isetorn to free market policies, such as
used by the Netherlands to ensure cost containarehthigh clinical quality. However,
the WHO (2000) along with other researchers (fanegle Smithet al. 2005; Anderson

and Blegvad, 2006) found that market policies wodee poorly for health care.

The stakeholder to whom accountability is most Wwealkscharged is the community.
Further, thePrimary Health Care Strategyloes not define an ‘acceptable level' of

accountability to these stakeholders, nor how Pld&@s balance DHB demands against

198 Australia attempts to combine free market andreating-out policies, but has only recently statteat
primary health care will become a priority. The aapof this policy is yet to be observed.
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those of their community. In one New Zealand setat is required by legislation to
consult with community (Territorial Local Authomis) the Local Government Act 2002
s.14 obliges local authorities to take a princiglased approach to performing their role.
The Controller and Auditor General (2007) notecergly that good practice is evolving
in this sector. Use of ‘best practice’ guides (sashthose published by the Auditor
General), rather than legislation, guide such asgdions in their community
accountability. It may well be that PHOs could refmrom their experience and work with
the Ministry of Health to develop principles in pest of defining their roles and

discharging accountability to their communities.

The following policy recommendations arose from riggearch.

10.3.1.Government

Despite the requirement under tBemary Health Care Strategipr PHOs to be not-for-
profit organisations, PHOs evidence different ustierdings of this requirement. A small
number of PHOs are not recognised as not-for-poofjainisations by the Inland Revenue
Department, although they were approved to be kstad by their DHB. This may

mean public resources are being diverted to prigate.

While the literature suggests that not-for-profiganisations are beneficial in terms of the
non-distribution constraint and ability to grow &dccapital, PHOs and their DHBs
appear more concerned that PHOs report earninggrsfoeither a surplus nor a deficit.
The lack of emphasis on social capital (especiatignitive asset¥) leads to reduced
community regulation and monitoring in some PHOs.ndted in Chapter 4 (see Figure
4-4) limited shareholder engagement reduces theililod of accountability being
negotiated (this is defined as strategic accoulityalny Ebrahim, 2003a; Edwards &
Hulme, 1996; and distorts the discharge of accduilitia for priorities Leat, 1990;
Najam, 1996; and holistic accountability O'DwyetJaerman, 2006). A better alignment
of practice and policy is required so that governtrexpectations are clearly stated and
PHOs can negotiate alignment with these and thbewm communities.

194 As noted in Chapter 3, Bryce (2005) defines rafoin as a cognitive asset that underpins trusbin
for-profit organisations.
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Due to extremely limited public information, fewromunities are aware of PHOs. This
factor adds to the deficiencies in the dischargeté® accountability to their community.
As some communities are not aware of PHOs’ exigtethey are less able to hold PHOs

to account.

10.3.2.Community relationships

The findings of this research, that accountabifitgchanisms to community are under-
developed, concur with the findings of Cribb (200%ad yet PHOs have little central
support for developing mechanisms. Peckhetmal. (2005) found similarly that the

concept of community/public participation was urtsreloped in the UK. While some

PHOs partner with community, restricted funds amditéd training to use media

effectively means PHOs fail to make themselvedlasi

Increased encouragement for PHOs to report ‘dowttsvas required. PHOs should be
supported to develop policies that show how thegsion aligns with their relationships.
Some of this may emanate from increasing use ofmihods recommended by Neuwelt
et al. (2005), but the processes to discharge accouityalsihould be matched to
particular stakeholder’'s needs. Further, encouragéno work inter-sectorally with the
Local Authorities in their area (as has occurredhe UK) could provide PHOs with

visibility and linkages that would be helpful.

Practically, DHBs and PHOs should agree on bouedadf care delegations and
performance measures in order for responsibilibeése well understood. Without such an
agreement the requirement for PHOs to be accowntabltheir community will not

realise its potential.

10.3.3.DHB relationships

This research found some DHB staff members perctéiee DHB/PHO relationship
should be one of control, and do not always empl@gesses to enable them to observe
trust. Smith and Ovendon (2007) also noted thishénUK context, Munro and Hatherley
(1993) stated that the use of ‘more accountabilisycounter-productive and O’Neill

(2002) called for ‘intelligent accountability’; detting the frustration that can arise when
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control limits autonomy. Even when policies suchEasned Autonomy are developed,
studies (such as Manni@t al, 2007) show that managers have been unable ised¢hé

promised freedoms. Arising from these case studieis, suggested that strong DHB
control does not encourage PHO learning and treatntiposition of increasing numbers
of audits is questionable. It would be useful fadl staff to reflect on the manner in
which their accountability demands and control wids restrict the ability of PHOs to
undertake innovative projects due to a fear ofufailthat stifles learning. It would be
useful to consider in what way PHOs are empoweredidvelop unique external

identities.

The Controller and Auditor General (2002a) hightegh DHB staff turnover as being
disruptive to the PHO relationship, especially wiOs are attempting to drive cultural
change to a population health approach. This resraarnissue.

This research found that a lack of definition gbdse’ (what is the PHO responsibility
and what is the DHB responsibility and where thegetnand/or merge) encourages
competitive practices rather than collaboratiorterviewees reflected that “the DHB is
contracting around us.” Contested space is alsgestgd as a reason why communities

do not hold PHOs to account, as they do not knoere/the responsibility lies.

10.4. Limitations

This data is temporally and contextually bound. FE&HO that participated in the
research has continued to change and adapt towisoement and ongoing mutability
cannot be captured in a thesis such as this. Furthe need to negotiate access to
appropriate case study sites and to limit thesa maanageable number (Berry & Otley,
2004; Irvine & Gaffikin, 2006) were limitations tfis research discussed in Chapter 5.

Findings of this research, that accountability kiésge is related to PHOs’ organisational
identity and that image is influenced by PHOSs’ digt-structural cultures and their inter-
relationships, are also affected by PHOs’ conteSkmuld more PHOs have been chosen
and consented to be part of this research, othestezing variations may have been
observed. For example, as the PHOs that agreeel paricipants in this research were in

separate parts of the country, each had differemddrs. The findings are quite likely to
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have been different if PHOs have one DHB fundeer&fore, the disparate nature of the
PHOs is a limitation but, because of their extremesvas also an advantage in this

researchH®

10.5. Further research

A natural extension of this research would be toeptPHOs to assess their context
against the current findings. This would providdegper understanding of how the four
PHOs chosen for this research were similar or migsi to the population of PHOs. If
more than one PHO was observed in the same DHREj®mrreit would allow for a
contextual extension of the data on DHB/PHO retediops.

In addition, observing the PHOs involved in thisegarch over a longer time period would
enable a tracking of changes over time, both witheacommunities in which PHOs are
embedded and also within the PHO and its accouityaprocesses. This may provide a
deeper understanding of whether PHOs are tendimgrtis one end of a continuum over
time or whether the situation is more akin to adudmm as was suggested by one

interviewee.

10.6. Conclusion

This research aimed to meet the challenge of ElorgBD03a, p.814) to undertake an
integrated look at how particular not-for-profitganisations deal with “multiple and

sometimes competing accountability demands” froeirtbtakeholders. In so doing, this
research has defined accountability arising fronuaderlying relationship in which an

organisation (the PHO) accepts delegated respdihsiiom stakeholder/s (Mulgan,

1997). The delegators — in this case the DHB, ested providers and community — have
the right to receive reports, and to impose sanstior provide rewards in respect of
PHOs’ performance. This research has consideresuatability as a relational concept
where to whom, why, for what and how PHOs are actadle needs to be defined. PHOs
are diverse in organisational form and structuree Tour PHOs chosen for this study

were no exception: their attributes varied in respéd the number, socio-economic and

19 As outlined in Chapter 5, the PHOs were seleetectritical cases to enable theory extension as
suggested by Ryaet al. (1992).
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demographic characteristics of their enrolled mambeheir geographic location,

historical background and organisational type.

The Primary Health Care Strategy ‘Third Way’ policy, required PHOs to be not-for-
profit organisations. Due to the communitarian ranf ‘Third Way’ policies, PHOs may
have been expected to build social capital in &fdito their non-distribution constraint.
Notwithstanding this assumption, this research dotivat PHOs’ ability to build social
capital was less well-developed and was relatddstorical-structural factors inherent in
decisions on the PHO’s identity. It appeared tartmee important for PHOs to be able to
report to stakeholders that they had made no (nimmail) surpluses and deficits, than that
PHOSs’ relationships and the transactions they hatle related parties do not allow for
the diversion of public funds to profit-orientecbpiders. PHOs’ underlying relationships
also generated distinct external images for thagmanisations, and these may have

impacted stakeholders’ demands for accountabilggmanisms.

While PHOs are responsible for improving their commity’s health status, this is a
responsibility they share with other providers, luding their DHB. Demands for
‘upwards’ accountability to their DHB appears tongete contested space so that the
funder posits itself as the arbiter of communityed® In so doing, DHBs reduce the
alignment of thePrimary Health Care Strategf{Minister of Health, 2001) to the call of
the WHO’s Alma Ata Declaration (1978) for commue#ito be well informed and
motivated to be active in the design and deliverytheir own primary health care.
Consequently other key stakeholders (namely cametlaproviders and the community,
including NGOs) were less likely to be afforded opty by PHOs when DHB
accountability was imposed as a controlling medraniFurther, when they were subject
to accountability as a controlling mechanism, PH®gerienced reduced autonomy and
were less likely to be empowered to undertake ripkgjects that would encourage

learning.

PHOs appear to take the requirement to be ‘fully apenly accountable’ seriously, yet,
while the funders’ demand and receive accountgbflir outputs; the discharge of
accountability for outcomes to community is undevelopedad hocand sanctioned by
disengagement or ‘exit’ rather than ‘voice’. The dandevelopment of ‘voice’

mechanisms reduces opportunities for negotiatidwdren PHOs and their community
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and provider stakeholders. While the dischargeatibtic accountability appears patchy,
community-oriented PHOs reflecting community parshgs were found to deliver a

wider range of accountability mechanisms aimed wtipte stakeholders.

Unlike the DHB stakeholders, community represewstiprefer media reports about the
PHOs’ activities as accountability mechanisms. gthkeholders favoured community
consultations [including Annual General Meeting$5{As)] and Board representation as
important mechanisms through which PHOs could disgd accountability, yet not all

PHOs’ AGMs were public meetings and Board repredent may not arise as a result of

democratic election processes.

Despite a deficit in holistic accountability, PH@s managed by committed individuals
who continually balance competing demands, so #sabne PHO Chair noted:

At times | think to myself, “Yes | could do thispsld do this, maybe that's a good
idea,” but just literally don’t have the time. Wheémalk to other Chairs they say
the same thing.

Another community representative described workingprimary health care as the
“tyranny of the urgent.” For this, as well as hrstal and structural reasons, some PHOs
lack processes by which they can involve and digghaccountability to stakeholder
groups beyond the funder (including NGOs and conitias). This is exacerbated when
those demands are excessive from any one stakeh®lis research provided a matrix
of mechanisms through which PHOs may choose tohdige their obligations (see
Figure 9-7).

As noted, PHOs are relatively new organisationgaip® in a complex and changing
environment. Formed to be responsible for delivemuality clinical services through
contracted providers, negotiating the additiondgiation of improving population health
with all interested parties is proving to be chadjimg. This research has observed how
four PHOs have responded to the challenge to ataxiernally for their actions and
concluded that deficits need to be addressed. Hoped the recommendations made in
this thesis may help in some small way to encourdge development of holistic
accountability.
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APPENDIX 1: GEOGRAPHICAL LOCATIONS OF DHBS AND
PHOS IN NEW ZEALAND

A map of the regions covered by District Health Btsaand a listing of the Primary Health Organisadithat
contract to them. Information and map downloadedhfthe Ministry of Health websiteww.dhb.govt.n22"
May 2008.
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APPENDIX 2: PHO CAPITATION FUNDING FORMULAE AS AT 1
JANUARY 2006.

Table 1: Capitation for Interim Practices

Service First Contact Services
Age Group Gender | Community  Service  CarNon high User High User
Holder
0-4 F N/A $308.12 $471.96
M N/A $327.99 $471.98
5-14 F N/A $79.33 $302.61
M N/A $75.18 $302.61
15-24 F Yes $78.90 $291.50
No $36.09 $291.50
M Yes $42.38 $291.50
No $20.79 $291.50
25-44 F Yes $72.61 $291.50
No $7.32 $291.50
M Yes $43.16 $291.50
No $5.91 $291.50
45-64 F Yes $88.74 $319.27
No $12.22 $319.27
M Yes $67.96 $319.27
No $9.57 $319.27
65 +°° F Yes $191.27 $342.40
No $191.27 $342.40
M Yes $64.95 $342.40
No $164.95 $342.40
65 +°7 F Yes $191.27 $342.40
No $191.27 $342.40
M Yes $164.95 $342.40
No $164.95 $342.40

Extracted from Primary Health Organisation Agreen{®ersion 17)

Table 2: Capitation for Access Practices

Service First Contact Services
Age Group Gender | Non high User High User
0-4 F $315.73 $471.96
M $332.42 $471.98
5-14 F $99.94 $302.61
M $93.54 $302.61
15-24 F $92.22 $291.50
M $50.75 $291.50
25-44 F $81.04 $291.50
M $52.38 $291.50
45-64 F $110.99 $319.27
M $82.90 $319.27
65 + F $191.27 $342.40
M $164.95 $342.40

Extracted from Primary Health Organisation Agreen{®ersion 17)

1% These capitation amounts are for Interim prastiadio have consulted with their DHB regarding

Patient fee setting and the manner in which capitdtas reduced those fees.

197 These capitation amounts are for Interim prastiagho have not satisfied the DHB consultation

process. Note only funding for patients in the dé&mage group are affected.
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Table 3: Health promotion capitation for DHB-agreedPHO proposals
Non High Use Health Card Holders

Maori/Pacific Non Maori/Pacific
Age Gender | Community | Deprivation Deprivation Deprivation Deprivation
Group Service Card Decile 1-8 Decile 9-10 Decile 1-8 Decile 9-10
Holder
All F Yes $2.22 $2.59 $1.85 $2.22
ages No $2.22 $2.59 $1.85 $2.22
M Yes $2.22 $2.59 $1.85 $2.22
No $2.22 $2.59 $1.85 $2.22
No $12.22 $319.27

Extracted from Primary Health Organisation Agreen{®ersion 17)

Table 4: PHO capitation for Services to Improve Acess (high need groups)
Non High Use Health Card Holders

Maori/Pacific Non Maori/Pacific
Age Gender | Deprivation | Deprivation Deprivation Deprivation
Group Decile 1-8 Decile 9-10 Decile 1-8 Decile 9-10
0-4 F $63.15 $126.29 $0.00 $63.15
M $66.48 $132.97 $0.00 $66.48
5-14 F $19.99 $39.98 $0.00 $19.99
M $18.71 $37.42 $0.00 $18.71
15-24 | F $18.44 $36.89 $0.00 $18.44
M $10.15 $20.30 $0.00 $10.15
25-44 | F $16.21 $32.41 $0.00 $16.21
M $10.48 $20.95 $0.00 $10.48
45-64 | F $22.20 $44.40 $0.00 $22.20
M $16.58 $33.16 $0.00 $16.58
65 + F $38.25 $76.51 $0.00 $38.25
M $32.99 $65.98 $0.00 $32.99

Extracted from Primary Health Organisation Agreen{®ersion 17)

Table 5: Management fee rates to PHOs as at 1 JURD05

PHO Enrolled Population Rate as at 1/7/200% Ratg 4£1/2004 Prior rate
Up to and including 20,008 $13.88 $9.46 $6.32
Between 20,001 and 40,000 .80 As in 40,001-75.086Ket

Between 40,001 and 75,000

$4.60

$5.74

Greater than 75,000

$5:47

$5.17

(Source: HealthPAC, Ministry of Health and Primétgalth Team, Ministry of Health)
Downloaded from the internet Y ®ecember 2005 fromttp://www.moh.govt.nz/primaryhealthcare

198 As at 1 July 2005, 39 PHOs had less than 20,86dlled patients.

199 PHOs with populations of up to 75,000 will get4® for the first 20,000 enrolees and then $4.60 fo

every enrollee after that.
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Table 6: General Medical Services subsidy for castiasers

Fee for Medical Consultatio
(Excluding GST)
1 A child, under 6 years of age $31.11
2 Holder of current Community Services Cared $13.33
3 A child, 6 years of age or over, who is a holdéra | $17.78
Community Services Card
4 Holder of current High Use Health Card who isaahild | $13.33
5 A child, 6 years of age or over, who is a holdecurrent| $17.78
High Use Health Card
6 A child, 6 years of age or over, who is not withi$13.33
Community Services Card or High Use Health Card
categories above

Extracted from Primary Health Organisation Agreen{®ersion 17)
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APPENDIX 3: NEW ZEALAND HEALTH STRATEGY GOALS AND

OBJECTIVES.
Goal Objective
1. A healthy social environment 1Assess public policies for their impact twealth an

health inequalities.

2. Support policies promoting universal access to figh
quality education and training.

3. Support policies promoting workforce participation.

4. Support policies that reduce income inequalitiesl
ensure an adequate income for all.

5. Eliminate social exclusion or discrimination agd
people on the basis of their health status or disab

2. Reducing inequalities in health statdis &nsure acessible and appropriate services for pg
from lower socioeconomic groups.

7. Ensure accessible and appropriate services fariM

8. Ensure accessible and appropriate services forfi§
peoples.

3. Maori development in health 9.Build the capacity for Mori participation in he healt
sector at all levels.

10. Enable Miori communities to identify and provider
their own health needs.

11. Recognise the importance of relationships bet
Maori and the Crown in health services,
mainstream and those provided byavi.

12. Collect highgquality health information to better info
Maori policy and research and focusn healt
outcomes.

13. Foster and support #&dri health  workforc
development.

4. A healthy physical environment 1&upport policies and develop strategies and sesvita
ensure affordable, secure and safe housing.

15. Support policies that improve access to publicgpant.

16. Support policies that ensure access to an waieq
supply of nutritious food.

17. Support policies and develop strategies and sexyl
ensure all people have access to safe water ssii
effective sanitation services.

18. Reduce the adverskealth effects of environmen

hazards.
5. Healthy communities, families 4 19. Support and promote community development.
individuals 20. Develop and implement healthy workplace programmes.

21. Further develop health-promoting schools.

22. Ensure adequate support for parents and youngiésm

23. Ensure adequate support for caregiversaimifies with
dependent members.

24. Support policies and programmes that enable peo
be cared for in the community.

25. Support policies and progranes that suppq
breastfeeding.

26. Support policies and programméhat promote positi
ageing.

27. *Reduce the incidence and impact of violenc
interpersonal relationships, families, schools
communities.

6. Healthy lifestyles 28*Reduce smoking.

29. *Improve nutrition.
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30.
31.
32.
33.

*Reduce obesity.

*Increase the level of physical activity.
Improve sexual and reproductive health.
*Minimise harm caused by alcohol and illicit andhex
drug use to individuals and the community.

7. Better mental health

34Reduce the incidence and impact of stress.

35.
36.

37.
38.

39.

Reduce the incidence and impact of depression.
*Improve the health status of ggle with severe men
illness.

*Reduce the rate of suicides and suicide attempts.
Reduce stigma and discriminatioassociated wi
mental illness.

Reduce the impact of dementia.

8. Better physical health

40Reduce the incidence and impact of cancer.

41.

42.
43.

44,

45.

46.
47.

*Reduce the incidence and impact of cardissula
diseases.

*Reduce the incidence and impact of diabetes.
Reduce the incidence and impactasthma and oth
lung diseases.

Reduce the incidence and impact of musculoskeletal

disorders including arthritis.

Reduce the incidence and pact of neurologic
disorders.

*Improve oral health.

Reduce the incidence and impact of infectious disea

9. Injury prevention

48Reduce the incidence and impact of road traffiarief.

49.

50.

Reduce the incidence and impact of falls in d
people.
Reduce the incidence and impact of injuries (other
traffic) in children and youth.

51. Reduce the incidence and impact of workplace iaguii
10. Accessible and appropriate he 52. Ensure access to appropriate secondary care sgrvi¢e
care services 53. Ensure access to appropriate palliative care ssyvic

54. Ensure access to appropriate primary care, matern

55.

56.

57.

58.
59.

60.
61.

and public health services.
*Ensure access to appropriate child care sef
including well child and family health careang
immunisation.

Ensure accessible and appropriate sewifor youn
people/rangatahi.

Ensure accessible and appiapg services for old
people.

Ensure access to appropriate mental health services
Ensure access to appropriate servicespople living
in rural areas.

Ensure services are patient-centred.

Ensure information about services is accessiblg
consumers.
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APPENDIX 4: RISKS OF NOT REQUIRING ACCOUNTABILITY

Question

Risk that is solved by effective accouititgh

Who is the actor
that is called to

Unless the appropriate actor is identified, no-omay take moral or leg3
responsibility for tasks and accountability disajear

account? , .
e Stakeholders will not be able to use accountabpitycesses to affect the actof’s
behaviour
Who are thee The appropriate stakeholders need to be identififad, the accountability
stakeholders relationship to have form
who call to . .
account? * Recognition of stakeholder demands enables thdy tegotiated and met

* Prioritisation of numerous stakeholders enablesauability to be discharged to
the most salient stakeholders

» If salient stakeholders’ needs are not met, thamiggtion may lack an approprigte
focus and potentially under-perform.

Why is the|s Unless reasons to be accountable are understamdctiountability relationship will
organisation be undefined
held to account? - T :

e The reason why will inform accountability dischamyed the mechanisms used €.g.
ex-post mechanisms without sanctions cannot comgmber; relationships and
discourse are required to build trust; a sharedowismapped against the
organisation’s construct provides focus for orgatiimal performance]
organisations can learn when guided by stakeholdeeshold it accountable.

For what is thele  Unless the goals (for what) of accountability aedinmed, the organisations will be
organisation directionless and those delegating will be disapteai
held to account? ) ) . ) .

* Resources will be wasted if: funds are inapproplyatised; the procedures in place

are ineffective; the programmes run are not appaitgorfor the community; the

policies followed do not meet expectations

What the
process for
accountability

is

If there is no assessment or verification, the repay be misguided

If there is no justification by the actor, thereyntee no learning from mistakes

to be|. |f there is no sanction, accountability is not di@sged and again, no learning w
discharged? ensue

< If there is no renegotiation of demands, the refehip is likely to erode
What are thge Unless appropriate mechanisms are employed, thgudae of accountability
tools or reports may not meet that demanded by stakeholdexs, result in ineffective

mechanisms in
the
accountability
process?

accountability

If common tools are not used, reports will suffesnfi a lack of comparability t
others in similar relationships

If performance is not evaluated, it is impossilieassess whether it has met
specifications

If stakeholders do not engage in the mechanisnes, piftocesses may not be

culturally instituted

Accountable behaviour will not be modeled if the cimenisms are not angle
towards discharging responsibilities to the publi will result in private-oriente
behaviours from public resources

he

d
)
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APPENDIX 5: DATA ANALYSIS OF PHOS FOR SELECTION IN
CASE STUDY

PHOs’ characteristics were analysed from a spresdstof all Primary Health

Organisations (PHOs) obtained from the MinistryH#alth. This analysis guided the
selection of PHOs that reflected extremes (Rgaral, 1992). In addition, data was

obtained from the Ministry of Health Yearbook (28690%&nd PHO websites in respect of
the number of General Practices, General Practit®oiiGPs) and organisational type.
While all PHOs exhibited different characteristitgp main areas of differences selected
for analysis were: the relative economic statuseofolled patients, and the relative
number of enrolled patients in each PHO. In additorural/urban mix of case study
PHOs was sought. Each of these is discussed bakare other factors of heterogeneity

that were considered.

Once the spreadsheet was sorted, the selectioH©$ o approach was made from those

that resided at the extremes.
1. Economic status of enrolled patients

In order to identify extremes of economic statu$JO8 were ranked against two
measures. These were the Ministry of Health fundewgls (Access/Interim) and the
census analysis of deprivation which should hagerdirmatory effect. Thus, PHOs with
the most deprived populations will be at the opigoend to those with the least deprived

populations.
a. Deprivation

The New Zealand Deprivation Index 2001 (NZDep20@1)sed as the key indicator of
socioeconomic status. It is an area-based indegepfivation based on census data
variables (includinginter alia, income, house ownership and the individual’'s atlooal
qualifications) which is calculated at meshblockeleand also at census area unit (CAU)
level (Salmond & Crampton, 2002). New Zealand i8d#id into over 22,000 meshblocks
with at least 100 people in them. Dimensions ofkpeal deprivation are based on the
following in terms of decreasing emphasis:

* Income (on a means tested benefit)
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*  Employment

* Income (below an income threshold)

« Communication (no access to telephone)

* Transport (no access to a car)

» Support (under 60 years of age and in a singlenpéaeily)
e Qualifications

* Home ownership

« Living space (related to bedroom occupancy thresol

In addition to the personal deprivation, the CAldd aneshblocks are mapped in relation
to deprivation. In the Ministry of Health data, CAldmicile codes are divided into five
quintiles, where quintile 1 is the least deprivead aquintile 5 the most deprived

(approximately twenty per cent of the populatiosiges in each quintile).

In the database provided by the Ministry of Healik,well as enrolled populations in
Quintiles 1-5, PHOs also had individuals whose eslsies were not matched to
meshblocks. These were designated as Quintile ® déta was analysed both with this 0

and without. No significant differences arose.
b. Ministry of Health Funding level

As noted in Chapter 1 and Chapter 3, PHOs wermligifunded as Interim, Access, or
Mixed (Interim/Access) organisations according tee tenrolments at the General
Practices contracted to them. Access practicetharmost deprived and initially received
the most funding. This distinction reduced by 1yJADO7 as government increased

primary health care funding.
2. Size of PHO

In order to identify extremes of size, it was ially intended to rank PHOs against three
measures. These were the relative numbers of edrpéitients (in the Ministry of Health

funding brackets), the number of General Practicgbe PHO and the number of GPs in
the PHO. However, data on the latter two was lichéaad the most robust data (that from

the Ministry of Health data table) was used only.
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a. Number of enrolled patients

The literature reviewed in Chapter 3 highlighted tteed for greater government funding
of small PHOs due to high fixed costs. This furtliecreased the management fees
available to small PHOs compared to large PHGOs.therefore expected that there could
be differences between small and large PHOs. ThesPiere sorted on the Ministry’s
administration funding bases into three categonasjely:

» enrolled population > 75,000

» enrolled population > 20,000 but < 75,000

» enrolled population < 20,000

b. Number of Practices

In addition, the number of General Practices pe©ORkhs assessed to provide another
view of ‘small’ or ‘large’. PHOs with more, smallrétices may result in different
accountability measures to PHOs with a small nunolbdairge Practices. Each PHO was
assessed from the information available in the 8frgiof Health Yearbook (2005b) and
PHO websites. This data was found for only 34 PH@kile an initial assessment was
made of these 34 PHOs (the average number of &¥aatias 18), this was not used as a
measure in determining the sample of PHOs. Howtheenumber of Practices was kept

in mind during the research period.
c. Number of GPs

The number of GPs supported by each PHO was at&ssed as it was assumed that the
presence of a large number of contracted GPs msultren different accountability
measures in PHOs. However, data for this was omilable for 13 PHOs. While an
initial assessment was made of these 34 PHOs ydgrage number of GPs was 62), this

was not used as a measure in determining the sahpidOs.
3. Rural/Urban

The literature reviewed in Chapter 3 highlighte@ tbressures on rural PHOs due to
workforce retention. In addition, socio-economi@ccteristics of rural populations may
mean they suffer restricted access to primary healte (Panellet al, 2006). While the
number of PHOs in NZ with rural populations is skmalthan those with urban

populations, the aim was to locate at least one Rthin the economic and population
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characteristics already described which had ruatépts.
4. Organisational Type

The heterogeneity in PHO organisational form wagdan Chapter 3. No specific study
has assessed whether organisational form impa&sdibcharge of accountability,

therefore prior literature could not provide a guids to how to find extremes. The
intention was to further refine the list of posei®HOs (identified from the economic
status of patients and PHOS’ size) into a possiafaple set that reflected organisational
heterogeneity. This information was not widely éfsle and also information varied

between different reports. However the organisalidgpe (as found in the data sets

listed above) was kept in mind in case study select
5. Other factors showing heterogeneity

PHOs enrolled populations were also assessed agdmmscity and age data to highlight
hetero- and homo-geneity in the PHOSs to be appezhak case studies.

a. Ethnicity

The PHO ethnicity data is coded by the MOH accgrdio New Zealand Statistics
criteria. Ethnicity is categorised into six mairogps: Asian, European, Maori, Pacific
Island, Other and Not Stated. PHO enrolment daten fthe MOH spreadsheet was
compared to the midpoint of the population in eathithese categories in order that

diversity could be observed.
b. Age of population

Age groups of enrolled patients were also analy$kd.total number of enrolled patients
in all PHOs was assessed and the mean for eacjrageing calculated. This was to aid

observation of extremes between PHOSs.
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APPENDIX 6: ANALYSIS OF THE ‘AVERAGE POSITION’ OF

INTERVIEW RESPONSES

In Chapter 6 and Chapter 7, the interviewees’ nesp® are aggregated by stakeholder

group and by PHO respectively. In addition, theraggted responses are plotted as an

‘average position’ on the community-provider cootim and the control-trust

continuum. A simple average method was used totdodais ‘average position’ as

follows:

a)

b)

Total number of unique responses in each categasyadded (in row A
and B)

Overall total number of responses calculated (A+B)=

Total number of responses in overall category esqme as a percentage

of total responses (i.e. A/C and B/C)

The aim in these calculations was not to proviggigtcal rigour, but to express the

stakeholders’ responses in a manner that was @lble visualized for analysis. There was

no weighting of responses to favour a particulanatision of any category. Accordingly,

each analysis table is re-stated below to shovatlerage position’ (Tables 7-10).

Table 7: Re-statement of Figure 6-1 to show the ‘&vage position’ of stakeholder interviewees

Stakeholder Group¥®
Total | DHB PHO Reps Provider Community
Categories of responses (36) Reps (4) | (8) Reps (8) Reps (16)

No. No.| % | No.|] % | No|] % No.| %

Prioritisation of community

(i) Delivering a total health service 20 2 50 6 755 63 7 44
(i) Community-driven organisations 13 1 25 4 50 4 50 4 25
(iif) Accountable to community 36 4 100| 8 100 8 100 16 100
A: Total [(i), (ii) & (iii)] *** 69 7 50 | 18 | 57| 17| 52 27| 53
Prioritisation accorded to the providers
(i) ‘GP-centric’ view on wellness 14 1 25 | 2 25| 5 63 6 38

(ii)(a) Following the direction ofheir

DHB. 9 2 50 |3 50 |0 50 4 44
(ii)(b) Supporting General Practice 8 0 1 4 3
(iif) Accountable to funder 32 4 100| 8 100 7 88 13 81
B: Total [(i), (i) & (iii)] ™" 60°% | 7 50 | 13 | 42 | 16| 48 24 | 47

202

200

As noted in Chapter 5, replies are not necdgsaitually exclusive, nor did all stakeholders \aas

all questions. Percentages are worked with the eumbinterviewees as denominator.

201

The total percentages are worked by dividingrtheber of responses to each sub-section by the tot

number of responses.

319



Table 8: Re-statement of Figure 6-3 to show the ‘@avage position’ of stakeholder interviewees

Stakeholder Groups

Total | DHB PHO Provider | Community
Categories of responses (36) | Reps (4) | Reps (8) | Reps (8) | Reps (16)
No. No.| % | No.| %| No| % | No. | %

PHO accountability as a controlling mechanism

(i) DHBs use accountability to control

PHOs 12 3 75 |3 43| 4 67 |2 13
A: Total (i) percentage of replies 12 3 7% 3 43 4 7 6§ 2 33
PHO accountability enhances extant trust
(i) Accountability is a mechanism to

enhance trust and shared values 11 1 25 | 4 57| 2 33 | 4 25
B: Total (i) percentage of replies 11 1 25 4 57 2 3 34 67

Table 9: Re-statement of Figure 7-1 to show the ‘&vage position’ of PHO interviewees

PHO case study sites

Categories of responses Total | PHO1(9)| PHO2(9) PHO3(9 PHO4(9)

(36)

No. No. | % No.| % No.| % No] %
Prioritisation of community
(i) Delivering a total health service 20 6 6y 3 337 78 | 4 44
(i) Community-driven organisations 13 4 44 2 20 556 | 2 22
(iif) Accountable to community 36 9 10p 9 100 9 100 100
A: Total [(i), (ii) & (ii))] ** 69 19 | 59 | 14 | 44| 21| 64| 15 47
Prioritisation of providers
(i) GP-centric view on wellness 14 2 22 5 56 3 33 444
(ii)(a) Following their DHB’s direction 9 2 |33 4 | 33 0|11 3|22
(ii)(b) Supporting General Practice 8 2 3 1 2
(i)  Accountable to funder 32 8 89 7 79 8 80 9 78
B: Total [percentage of (i), (i) & (i)’ | 60 2%? 41 |18 [ 56 | 12| 36 20217 53

Table 10: Re-statement of Figure 7-3 to show thevarage position’ of PHO interviewees

PHO case study sites
Total | PHO1(9)| PHO2(9) PHO3(9) PHO4 (D)
Categories of responses (36)
No. No.| % | No.] % | No] % | No| %

PHO accountability as a controlling mechanism
(i) DHBs use accountability to control 12 3 33 4 44 1 11 4 44
PHOs

(ii) Observations of DHB control in PHQ
relationship 5 0 0 1 33 1 33 3 | 100

A: Total [(i) & (ii)] °* 17 3] 38| 5] 63] 2] 20 7] 74

PHO accountability enhances extant trust
(i) Accountability is a mechanism to
enhance trust and shared values 11 2 22 1 11 6 67 2 22

(ii) Observations of DHB enhancing
extant trust in PHO relationship 7 100| 2 67 2 67 0 0

w

B: Total [(i) & (ii)] ** 18 5| 62| 3] 37| 8] 80 2| 22

202 These figures represent unique responses (fampbe, in Figure 7, of the 7 community reps

responding to (ii)(a) and (ii)(b), there were 5que respondents).
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