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Victorian Healthcare Association

‘Investing in the health of all Victorians’

The Victorian Healthcare Association Submission on:
The 2010-2011 Victorian Government State Budget

The Victorian Healthcare Association welcomes the opportunity to submit to the public
consultation on 2010-2011 Victorian Budget priorities.

The Victorian Healthcare Association

The Victorian Healthcare Association (VHA) is the major peak body representing the
public healthcare sector in Victoria. Our members include public hospitals, rural and
regional health services, community health services and aged care facilities.
Established since 1938, the VHA promotes improvement of health outcomes for all
Victorians, from the perspective of its members.
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Executive Summary

Victoria’s ageing population will create a public healthcare crisis within 10 years
unless the State Government acts now to inject sufficient capital and recurrent
funding into the public health system. Added to this is an equally compelling need
for the State Government to shift the service model to more non-bed and
community settings.

This statement is not simple rhetoric, but is based upon the governments own data
sets and demographic projections. Put simply the inconvenient truth of ageing
is about to slap us in the face!

The Past Decade

The Victorian Government’s submission to the Legislative Council standing
committee on finance and public administration; inquiry into public hospitals, states
that it has doubled recurrent health funding over the past decade to $10.5 billion,
coupled with a decade of capital investment totalling $4.7 billion.

This investment reflects a number of realities:

1. Population growth of 20 per cent by 2021

2. Growth in the population aged over 65 of 50 per cent by 2021, creating
early demand pressure for healthcare services

3. Technological improvement in maintaining life that skews demand from an
ageing community for complex, chronic care and intensive acute
interventions

4. Advanced technologies for day surgery procedures that provide lower cost
entry points for providers and improved consumer access

5. Underinvestment in infrastructure maintenance over the past decade

Embedded in this headline of record investment are three important policy
inequities:

1. Anincrease in the funding allocation to acute health services - from 68 per
cent to 69 per cent of the total health appropriation - at a time when policy
commentators agree on the benefits of early intervention and prevention

2. An increasing proportion of the overall health budget being allocated to
fund State bureaucracies - 26.5 per cent in 2009-10, up from 24.8 per
cent in 2008-09. This is at a time when significant fiscal pressure is being
applied to service providers

3. Only 17 per cent of the capital investment from the past decade was
directed to regional and rural Victoria, despite the fact that 27 per cent of
the state’s population resides there

The Decade Ahead

By 2021, Victoria’s population is projected to grow to more than six million people,
an increase of almost 20 per cent on 2008. The proportion of this population aged
over 65 years will total more than 1.1 million people or 17.5 per cent of the total -
up 50 per cent on 2008.
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The combined impact of population growth and population ageing will be an
increase in service demand of between 29 and 53 per cent on bed based services.
This variation in projected demand depends on a number of factors that include:
e Victoria’s ability to shift demand away from bed based solutions to
community settings
e The technologies that are introduced and become common place
e The introduction of new policies that result in service rationing

Whether or not service demand is restricted, significant year on year increases in
funding (both operational and capital) will be required over the next decade to
maintain the standard of public healthcare services in Victoria.

Investment to Meet Demand Growth (scale)
To hold investment at the lower end of the projected range, the VHA estimates
the health system will need in the period 2010-2021:

1. Investment in new infrastructure of at least $6.2 billion

2. Investment in infrastructure renewal of $4.7 billion

3 Investment in service growth of $650 million per annum - this will
require annual increases of $885 million if the amount deducted to cover
bureaucratic costs remains at 26.5 per cent of the funding total

4. Increased investment in Information and Communication
Technologies (ICT) supporting the healthcare system of $150 million
per annum for the next four years

The VHA supports efforts to extract maximum efficiency from the state’s public
healthcare system. However, the VHA does not support the State Government's
current policy of simply imposing efficiency and productivity and other like titled
reductions on providers’ operating budgets. This approach is illogical and fails to
recognise the varying capacity of providers to reasonably achieve the expected
outcome.

To curb growth to the modest end of the expected range, the VHA recommends a
number of priority initiatives to drive further efficiencies in the state’s public
healthcare system. The VHA’s recommended changes to ‘scope’ detailed below are
in addition to the investment identified above to maintain ‘scale’.

Service Initiatives (scope)
The VHA supports the goals of ‘A Fairer Victoria’ in creating equity of access to
health services across Victoria. To achieve these goals the VHA's recommends:

1. A commitment to a 10 year service and infrastructure plan for the State
with measurable outcome goals

2. State-wide equity of access to the Hospital Admission Risk Program (HARP)

3. State-wide equity of access to the Early Intervention in Chronic Disease
Program (EiCD)

4.  State-wide equity of access to public emergency and outpatient services

5. Investment to fully implement the goals for regional self-sufficiency
expressed in the 2009 Rural Directions — For a Healthier Victoria
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6. Investment to support health agency boards to develop service priorities
based on a population health perspective and to effectively partner with
other providers to address priority areas

7. Investment to support rural directors of health and aged care services to
enable regional innovation

8. Investment to support health agency boards to fulfil their clinical
governance responsibilities

9. State-wide equity of access to outreach services for children aged 0 to 5
years

10. Investment in the state-wide implementation of health promoting health
services approaches based on international best practice

11. Further investment in improving access to telemedicine solutions to ensure
equity of access for rural communities to specialist support

Initiatives to Meet Demand Growth (capacity)

In 2009, the VHA released a report it commissioned from Access Economics titled -
“Victorian public hospital funding and productivity’. The VHA commissioned this
report to identify the systemic barriers to improving public health sector
productivity.

The VHA continues to support the report’s findings that, if enacted, have the
potential to improve the productive capacity of Victoria’s public healthcare system.
The report recommendations include:

1. Consolidation of multiple funding programs, both operational and capital,
to reduce the administrative burden associated with applying for and
receiving relatively small amounts of funding

2. A cessation to the ‘blanket’ application of efficiency, productivity and other
like termed variations to agency budgets in recognition that the ‘variations’
are applied without any evaluation of individual agency capacity to
reasonably achieve them

3. A change in the approach to funding maternity, NETS and urgent
ambulance transfers from the current system of funding through service
provider grants, to a direct funding relationship between the Department
of Health and Ambulance Victoria

4. A transparent and industry engaged review of the input modelling
associated with all unit pricing approaches used under the Casemix funding
model

5. The replacement of Casemix funding for maternity services with direct
funding based on an agreed service model for agencies that provide
maternity services

6. A commitment to apply a minimum indexation to small rural health
services funding at the indexation received by the State via the National
Healthcare Agreement

7. An investment in the development and implementation of an industry
accepted model to benchmark health services

8. A policy approach to move service modelling toward non-bed based
solutions. This must be reflected within the State-wide service and
infrastructure plan, and be quantifiably measurable within the budget
appropriations to health
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1. A State-wide Health Plan

In its submission to the Legislative Council Standing Committee on Finance and Public
Administration-Inquiry into Public Hospitals (the Submission), the Victorian
Government noted:

'While Victorians enjoy health outcomes that are among the best in the world, new
and existing pressures are challenging the public hospital system, including the
ageing population and the increasing prevalence of complex and chronic diseases,
such as heart disease, diabetes and cancers’ (p4).

'The Victorian Government is committed to meeting these challenges and
ensuring it continues to deliver a world-class hospital system. In doing so,
the public hospital system in Victoria is able to deliver quality health services
which meet the demand, standards and quality of care, resourcing and
access levels required, and is able to provide accurate and reliable
performance data for reporting, funding and planning’ (p4)>.

Service Demand and Fiscal Pressure

Data presented in the submission indicated an increase in hospital funding of $3.843b
(112 per cent) to $7.268b in the 10 year period from 1999-00 to 2008-09.

Other health system funding increased by $1.636 billion (103 per cent) to $3.219
billion in the same period. Included within ‘other’ is mental health, ambulance, dental,
aged care, primary health and public health.

The overall increase in the 10 year period was $5.479b (109 per cent) to $10.487
billion (p6)°.

The submission observed that ‘since 1999, demand for hospital services in Victoria
has grown substantially, with 43 per cent growth (an extra 403,709 presentations per
year) in emergency department presentation, 34 per cent (351,345) more
admissions, and 20 per cent (210,776) more specialist clinic treatments.

'‘The increasing demand for public hospital services is driven by a wide range of
factors, including population growth, ageing population, increases in chronic and
complex disease, access to primary care, new technologies and community
expectations’ (p.9)*.

! Victorian Government, Legislative Council Standing Committee on Finance and Public Administration-
Inquiry into Public Hospitals (2009)

*IBID

*IBID

* Victorian Government, Legislative Council Standing Committee on Finance and Public Administration-
Inquiry into Public Hospitals (2009)
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The VHA observes that the proportional breakdown of funding between hospitals
(acute) and other health service allocations has remained constant over the 10 year
period 1999-00 to 2008-09.

The breakdown is about 70 per cent (trending from 68 per cent to 69 per cent) to
hospitals (acute) and 30 per cent (trending from 32 per cent down to 31 per cent) to
other health services. With contemporary health system design focussing on
ambulatory solutions and preventative measures, it is incongruous that in Victoria
we have trended marginally away from funding community and preventative

approaches.

In 1999, the Victorian population was 4,707,600 people, with 597,865 (12.7 per cent)
aged greater than 65. Separations (hospital discharges) attributed to this
demographic in 1999 amounted to 326,721, or 31.4 per cent of the total. This
represents a ratio of 546.5 separations per 1000 persons aged greater than 65 years,
compared to a ratio of 174 per 1000 persons aged less than 65 years.

By 2008, the population had moved to 5,293,323, with 719,355 (15.7per cent) aged
greater than 65. Separations attributed to this demographic in 2008 amounted to
508,373 (36.5 per cent) of the total. This represents a ratio of 706.7 per 1000,
compared to a ratio of 193.4 per 1000 for those aged less than 65.

By 2021, the population of Victoria is predicted to grow to 6,332,776. Of this total,
those aged greater than 65 is predicted to be 1,106,646 (17.5per cent) - see
Appendix 1 for detail.

If the past decade represents a linear demand curve relative to population, then by
2021 Victoria can expect to be challenged with service demand amounting to
2,128,483 (up 52.8 per cent on 2008) separations from public hospitals in Victoria.

If the Victorian health system manages to hold demand at the separation ratio
evident in 2008, then by 2021 it can expect to be challenged with service demand
amounting to 1,792,800 separations in total (up 28.7per cent on 2008) - see

Appendix 2 for detail.

The system of public health service delivery within Victoria is often quoted as being at
the forefront of service systems within Australia.

The Victorian Healthcare Association (the VHA) believes a major factor in Victoria’s
favour is the leadership demonstrated through the devolved governance model that
characterises the Victorian service system. The flow-on of devolved governance - or
boards of governance - is the capacity to make decisions at the point of service.

Victoria’s public health sector has achieved these outcomes in a climate of significant
fiscal pressure being applied by the Victorian government. There continues to be a
belief within the Victorian government that there is ‘fat’ within the system that can be

-7 -
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recouped through ‘efficiency savings’, ‘productivity’ expectations, and under-funding
of enterprise bargaining outcomes.

The VHA-commissioned Access Economics’ ‘Victorian public hospital funding and
productivity’ study in 2008 found the result of this fiscal pressure is that the capacity
of the system to achieve further efficiencies has been ‘stripped’ from the system. This
occurs due to workforce pressures that lower morale (adding to overhead cost),
cross-subsidisation between hospital departments that disguises the true unit price
associated with service delivery, and the cushioning of the true result from core
business by revenue flows from business activities.

The result is that agencies that have been ‘efficiency’ leaders, recording favourable
financial outcomes for many years, are at significant risk of recording unfavourable
financial returns under the same leadership structure. That this occurs almost every
year is a clear signal that the current ‘mix’ of funding methodologies is characterised
by inconsistent results for individual agencies. The reason for this is multi-faceted.
Reasons include the suitability to purpose of infrastructure; staff turnover and
vacancy rates; the extent to which the casemix price attached to a DRG is skewed by
one or two providers who enjoy the efficiency of scale that other providers simply
cannot match; and a siloed approach to funding that leads to high compliance and
bureaucratic oversight costs.

Appendix 3 illustrates the appropriations by output type in each of the past two
budget periods®, and the allocation to agencies delivering services®.

The table shows that funding allocations to service agencies increased by 5.7per cent
($423.4 million) in 2009-10 at a time when the budget appropriation increased by 7.9
per cent ($792.4 million).

Of concern, is that the unallocated portion of the budget appropriation has increased -
suggesting that at a time of significant fiscal pressure being applied at the agency
level, that the cost apportioned to bureaucratic overheads on service delivery agencies
is taking a larger slice of the appropriation.

The VHA is concerned that the methodology applied to funding the bureaucracy is
inefficient, as prima facie, it appears linked to the output dollars appropriated. In
other words, when the headline reads $1billion additional health funding, it should in
fact read, health service funding up $740 million and bureaucratic oversight up
$260million! In a system of devolved governance, this amplifies the inefficiency that
siloed funding approaches create’. Oversight cost should be based upon the
partnership with the service agency, not with the outputs of the service agency.

Applying the value associated with recent bed announcements ($321.5 million for 300
beds), and recognising that acute health accounts for 70 per cent of appropriations

5 Department of Treasury and Finance, 2009-10 Budget paper no. 3, Service delivery, p87
6 Department of Human Services, Victorian health services policy and funding guidelines 2009-10
7 Access Economics, 2009, Victorian public hospital funding and productivity.
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from the group, will necessitate a required budget increase for each year of the next
decade of between $517 million and $875 million.

Recommendation
The VHA recommends:
1. That budget appropriations increase by at least $600 million (in 2008 value)
each year to the appropriation group identified in Appendix 3
2. In recognition that this is at the lower end of the forecast range, that a
further $50m (year on year) be allocated to non-bed based services within
the appropriation group, and
3. To ensure funding transparency, that appropriations differentiate between
funding to service agencies and funding to bureaucratic oversight

The submission detail

The detail embedded within this submission further identifies the system investments
required to ensure that the government objective to ‘deliver quality health
services which meet the demand, standards and quality of care, resourcing
and access levels required, and is able to provide accurate and reliable
performance data for reporting, funding and planning’ will be achieved to the
advantage of all Victorians.
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2. Service reform

An increase in healthcare services is needed to cope with the growing healthcare
demand, driven in part by population growth and the increasing complexity of that
demand as the population ages and the rates of chronic disease rise. For example, an
additional 338 to 572 (see appendix 2) beds per annum is needed to sustain current
system capacity. A lack of access to services, contributes to poorer health outcomes.

In grappling with the ever increasing cost of public healthcare, the government has
applied a range of productivity expectations. Data analysis by Access Economics
shows labour productivity is slowing and it is taking more staff time to achieve patient
separations, which will result in upward pressure on costs.

For the health system to cope with the increasing pressure, there needs to be real
reform now in how healthcare services in Victoria are planned, funded and delivered.

2.1 Metropolitan health

Metropolitan Victoria has seen record growth rates over the past few years, yet there
is still no comprehensive 2020 Metropolitan Health Plan envisioning the health
needs of Victorians through to 2020. Victoria now has a water plan and a transport
plan, but lacks a healthcare plan that offers healthcare providers and the electorate a
long-term blueprint for the state’s public healthcare system.

The 2020 Metropolitan Health Plan must include:

e A vision for the public healthcare system to 2020 and beyond
Measurable objectives for acute, sub-acute, primary, and residential care

e Intersectorial partnerships to address the social determinants of health. For
example, the plan must link with the urban planning sector to ensure that
public healthcare services are included in projects designed to increase the
residential population

e Strategies that Ilink future capital infrastructure investment with pre-
determined service priorities based on need

e An increasing proportion of the health budget committed to non-bed based
primary and preventative services

e Identification of the referral linkages between major regional providers and
metropolitan health services

e Identification of the linkage between hospitals and ambulatory care services

-10 -
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2.2 Rural health

The VHA welcomes the new Rural Directions — for a stronger healthier Victoria policy
for its broad vision for rural and regional health services. However, it lacks clear
timelines, capital commitments and plans for recurrent expenditure.

People living in rural and remote Victoria continue to experience inequitable access to
public healthcare facilities. In order to provide the right support in the right place, the
connections from regional to sub-regional to local need to be strengthened.

2.2.1 Regional self-sufficiency

The maxim to “provide high volume, low complexity services close to home with low
volume, high complexity services in concentrated areas” has some merit as a broad
policy goal. However, this overlooks the reality that the provision of services in rural
and regional areas is complex due to geographical and socioeconomic considerations.
In order to sustain the “hub and spoke” model there needs to be greater recognition
of the unique needs of many communities, better regional leadership and co-
ordination, more flexibility in funding models and more clearly defined scope of
practice.

Investment is needed in the regional “hubs” to ensure their capacity to provide the
full range of services outlined in Rural Directions — for a stronger healthier Victoria.
This is particularly so for cardiac catheterisation services. The VHA applauds the
State Government's Cancer Action Plan, but would like to see more collaborative
funding with the Federal Government. This will prevent fragmentation of cancer
infrastructure in regional and rural Victoria.

There is also a need to strengthen the “spokes” through improved communication
systems and transportation to ensure rural residents have reliable access to the
“hubs”, without incurring extra costs or delays. Innovation and collaboration between
the health services needs to be incentivised.

The VHA recommends a range of capacity building initiatives and funding model
reviews to enable the Victorian health sector to realise the policy objectives of Rural
Directions - for a stronger healthier Victoria.

2.2.2 Rural emergency services

Communities in rural Victoria need equitable access to quality 24-hour care. A state-
wide shortage of after hour’s general practitioners (GPs) is overburdening the
healthcare system. According to the “Minimal emergency care”® policy, all health
services must ensure that adequately trained staff is available at all times to provide
minimum emergency care, including mental health triage. As the medical labour
market tightens, funding for more innovative models will be needed. Examples of
approaches that can address need include the Bendigo Health project, “Mental Health
Capacity Building in Small Rural Hospitals”.

8 Appendix 1, Rural directions - for a stronger healthier Victoria
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The model of concentrating complex services in one area also threatens the
sustainability of rural emergency departments as the well resourced regional and
metropolitan departments attract the experienced emergency practitioners, while the
rural areas struggle to recruit credentialled staff.

The VHA recommends that the Victorian Government hold a review into emergency
services provision to:
e Measure a health service’s geographical access and proximity to other
emergency services and after hours medical services
e Analyse demand issues experienced in high population growth areas and
weekend/holiday destinations, using standardised data collection
e Measure the costs that are borne by health services in the provision of urgent
and emergency services
e Explore funding models that enable workforce innovation, GP incentives and
resourcing fluctuating presentations
e Analyse competent emergency workforce availability and strategies to
maintain the range of skills needed for emergency medicine

Emergency departments continue to operate unsustainably and significant resources
are wasted on cross-subsidisation by health administrators®. The VHA believes a
strategic review of emergency services provision in Victoria is needed to safeguard
the availability, sustainability and quality of 24-hour care at rural health services.

2.2.3 Residential aged care services

Victoria has the highest proportion of public residential aged care beds of all
Australian states, with public sector services accounting for 14.4 per cent of places
state-wide. Most of these places (82 per cent) are in rural Victoria and are co-located
with acute and primary healthcare services. The strength of public sector residential
aged care in Victoria is thus an important component of the viability of rural health
services.

Of those beds located in rural Victoria, 81 per cent are located in smaller rural
communities and are not large sites in terms of bed numbers. Traditionally, the
private sector has been uninterested in developing ‘smaller’ isolated facilities. With
concern mounting in the private sector about the viability of involvement in ‘high-
care’, this is unlikely to change in the near future. The state government policy
objective to Facilitate access to residential aged care services in rural and regional
areas will therefore remain an important goal.

The VHA welcomes the imminent release of a state-wide planning framework for
public residential aged care services. The VHA seeks a commitment from the State
Government to fund growth in public residential aged care capacity in those
communities where private investment is not forthcoming, as occurred at Sea Lake
Bush Nursing Service. Conversely, government support for reshaping service scope
and capacity must be forthcoming.

? Access Economics, 2009, Victorian public hospital funding and productivity.
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2.2.4 Ambulance services

The provision of the right service in the right location often necessitates patient
transfers. The delineation of the range and complexity of services provided across
rural Victoria, based on capacity, is a key Victorian policy that is being embraced by
rural health services. Implementation of such policy, however, necessitates access to
timely, reliable and effectively funded ambulance services across rural Victoria. The
VHA remains concerned that access to this vital cog of the health system is being
hampered by conflicting operational priorities.

The quality of care received by rural Victorians in small communities is being
negatively impacted by differences in the current triage and funding approaches
between health services, the Department of Health (DH) and Ambulance Victoria
(AV). The operation of ambulance services within Victoria and the quality of care
received in rural communities would be improved by a direct funding relationship
between the DH and AV for all maternity, NETS and urgent inter-hospital transfers.
Implementation of this initiative would increase productivity and responsiveness for
rural ambulance services across Victoria.

2.2.5 The early years

Health equity is a goal for a healthier Victoria. Rural populations have been affected
by drought, bushfires, floods, economic hardship, and an ageing population. There
are also a high proportion of young children in rural areas with poor access to health
services due to geographical isolation and low socioeconomic status. Lack of access to
services also contributes to poorer health outcomes and further entrenches health
inequality.

It is important to target the vulnerable early years to ensure that the services
provided have maximum effect. To ensure access to services for all Victorian children
the VHA believes that greater investment in outreach services for children aged 0-5
years old is required in rural and remote Victoria.

2.2.6 Early intervention

Chronic diseases currently comprise more than 70 per cent of Australia's overall
disease burden due to death, disability and diminished quality of life. The VHA
supports the Early Intervention in Chronic Disease (EIICD) initiative that focuses on
community-based early intervention services for people with chronic diseases. The
evaluation conducted by the Australian Institute for Primary Care reveals that the
“EIiCD initiative successfully demonstrated the capacity of the community health
sector to engage with a client population requiring a more integrated approach to
chronic disease management”!°. The program has successfully driven internal change
within individual agencies and resulted in positive changes in client care. The VHA
believes equitable access to the EIiCD program across Victoria is required.

10 Australian Institute for Primary Care (2008) Early Intervention in Chronic Disease in Community Health
Services Initiative: State-wide Evaluation. Melbourne: Australian Institute for Primary Care, La Trobe
University
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2.2.7 Hospital Admission Risk Program

The VHA supports Government investment in the Hospital Admission Risk Program
(HARP) through regional health services. This model has proven successful in
improving health outcomes; empowering clients and improving the management of
people with defined chronic diseases and complex needs. Despite this success, the
VHA is concerned that there remains an inequity of access and opportunity, as HARP
services are not available in all rural areas.

- 14 -
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Service Reform Recommendations
The VHA recommends that the Victorian Government:

1. Develop a 2020 Metropolitan Health Plan by July 2010

2. Commit to capital and recurrent funding to ensure that the full suite of
services underpinning regional self-sufficiency is in place by 2015.

3. Provide each of the five regional Department of Health offices with $2 million
each in discretionary funding. These funds would facilitate small capital
works, local service capacity building projects and incentivise innovative
service models and collaborative service delivery to best meet the needs of
their region

4. Conduct a strategic review of rural emergency services to ensure a
sustainable and equitable model of emergency care for rural Victoria

5. Create a pool of funds ($5 million per year for 2 years) for piloting innovative
approaches to the maintenance or integration of emergency services for
small rural health services

6. Fund the growth in capacity in public residential aged care beds as identified
in the state-wide planning framework for those communities where private
investment is not forthcoming

7. Develop direct funding relationship between DH and Ambulance Victoria for
all maternity and NETS inter-hospital transfers

8. Develop a direct funding relationship between DH and Ambulance Victoria for
all urgent patient transfers, monitored through a quality assurance system,
based on the development of consistent terminology for transfer triage
between health services and Ambulance Victoria

9. Address disadvantage by investing $5 million per year recurrent funding in
outreach services to all rural and remote children aged 0-5 years old

10. Extend the Early Intervention in Chronic Disease Program to all Victorian
community health services

11.Immediately provide funding and resources for the rollout of HARP to all rural
and regional areas, to ensure equitable access
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3. Funding reform

3.1 Pricing structures

The Victorian Government has committed through A Fairer Victoria to equitable
access to services for all Victorians. Currently within the Victorian health system
there is growing uncertainly regarding the viability and sustainability of current
service levels. This concern has been created through government productivity cuts
to baseline funding and a failure of funding models to evolve to incorporate the
increasing costs of technology and government regulatory requirements associated
with service delivery. This is leading more agencies across all Victorian health
settings to experience significant fiscal pressure. The capacity of boards to effectively
govern and create financial reserves that can be utilised to improve infrastructure and
foster innovation has significantly diminished as a result.

A starker example of the equity issues being faced across Victoria are funding models
that do not address the high costs associated with the provision of services in rural
locations. For example, unit pricing models that do not provide for travel time and
the WIES pricing models for rural Victoria that do not effectively compensate for the
additional costs of service delivery or the skewing of pricing by metropolitan
providers.

The VHA commissioned Access Economics to undertake a review of Victorian public
hospital funding and productivity in 2008. In April 2009 the VHA released the
findings of this review that found Victorian health services face significant financial
burdens. These burdens are impacting upon both service viability and sustainability.
The VHA recommends that the DH undertake a review of its funding models.

3.1.1 Maternity services

Maternity services are an example of a vital service where current funding models are
disadvantaging rural providers. The WIES price for maternity services is driven by
the high activity of metropolitan providers, who effectively skew the cost weight
because of the economy of scale that they can achieve. This is in comparison to the
low activity of rural providers, who find it difficult to run sustainable models of
maternity services within the current Casemix funding model.

The VHA applauds the Victorian Government’s Rural Maternity Initiative, that has
supported the development of a capability approach to maternity service delivery
across rural Victoria. The recent additional funding to this initiative was welcomed by
the VHA. The funding models underpinning these services, however, continue to be
of concern. The VHA therefore seeks a commitment to removing maternity services
from the Casemix funding model and replacing it with a streamed funding model.

3.2 Flexible funding models

Flexible funding models create opportunities for local innovation and development of
efficient and effective service delivery models.

The VHA Access Economics report highlights a range of funding reforms that could
improve the Victorian healthcare system. Access Economics found that the Victorian
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health system is a leader in service delivery in many areas, however the system is
overly complicated and does not incorporate evidence-based review and
benchmarking processes. Improving funding models to incorporate flexible funding
approaches would improve outcomes for Victoria.

3.2.1 Small rural health funding

Rural Victorian health services face escalating costs and a funding system that
prevents them from meeting the needs of their local communities. The VHA
recommends applying an appropriate cost inflation factor to the annual indexation of
budgets of small rural health service (SRHS) equivalent to that received by the state
through the National Healthcare Agreement.

The DH has commenced a review of the SRHS Funding Model. The VHA calls on the
DH to openly and transparently engage with the Victorian health sector in completion
of this review. The findings of the review should inform future policy.

3.2.2 Administrative burden

The current Victorian health funding system of multiple grants requiring different
reporting processes is overly bureaucratic and creates an unnecessary administrative
burden on health services.

The financial system for health services is unnecessarily complex. This adds to the
overall administrative burden within the healthcare system. Where possible, it is
preferable to deliver single streams of funding to health services within the annual
budget, including allowances for new capital expenditure and depreciation.

Currently within the health system, operational funding beyond core funding is
supplemented with a network of grants that all require administration. At the
individual health service level administration of these grants is time consuming and
difficult, while earmarking grants for specified purposes limits the ability to innovate.

The VHA believes that the Victorian Government must review the current funding
system with a view to reducing the significant overheads and bureaucratic burden it
imposes on health services. The review should analyse the effectiveness of any
funding approach to the service outcome being sought and aim to embed sufficient
flexibility to enable innovation.

3.3 Productivity goals

Many agencies are finding it increasingly difficult to achieve the productivity targets
set for them by government. Much of the low hanging fruit has been picked and any
further productivity expectation at a system level will require a significant injection of
capital to enable further productivity capacity.

A key finding of the recent Access Economics'! report was that although arbitrary
productivity targets are being set within the Victorian health system funding
framework, the broad measure of productivity growth and the actual financial

" Access Economics, 2009, Victorian public hospital funding and productivity.
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performance of health services indicate that these targets are not being achieved.
Other approaches are therefore required to address productivity.

3.4 Funding transparency

Through the VHA’s commissioned research and engagement with the health sector it
is clear that information provided to health services across Victoria about their budget
and funding allocations is neither timely nor transparent. For example, budgets for
each financial year are not provided until after the commencement of the financial
year. A second example is the provision of information to health services on their
EBA funding allocation occurs well after the commencement of the EBA process.

A key goal of the DH must be to ensure that health services are funded in a
transparent manner that emphasises accountability and forward planning.

3.5 Funding labour costs

Labour costs continue to rise for health services without commensurate increases in
funding. This is particularly the case in rural and regional areas where incentives
need to be paid to recruit an appropriate workforce and service structures require
fixed staffing rosters independent of day to day demand.

The VHA has seen evidence for a number of years that health services are not fully
funded for the costs of implementing EBAs and the amount of compensation awarded
by the DH lacks transparency.

Through its research and engagement activities, the VHA has also found widespread
disparity in the capacity of individual agencies to meet the cost of their EBA
outcomes. This capacity depends on whether that agency is a ‘winner’ or ‘loser’ in the
funding model. For those agencies who assert that they have not received adequate
funding to cover the wage bill at their hospital, the difference, in effect, amounts to a
further efficiency dividend to government.

The VHA seeks an assurance from the State Government that all new EBA outcomes
and wage negotiations will be fully funded so that existing service levels are not
compromised.

3.6 Capital infrastructure funding
The Submission made the following observation in relation to infrastructure:

'The increasing demand for hospital services has a flow-on impact on the hospital system’s
physical capacity to meet this demand. The hospital system’s infrastructure is important in
maintaining and improving patient care, managing service delivery, improving efficiency and
working conditions for health care providers, and provides a basis for innovation. Investment
in infrastructure needs to be a balanced combination of maintaining existing essential
infrastructure and building or purchasing new infrastructure, consistent with current
requirements and service demand.

The Victorian Government is focused on planning for the future capital needs of the
hospital system in order to:
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» ensure the hospital system maintains sufficient service capacity required for current
and expected demand growth

» maintain existing building infrastructure to ensure it remains fit-for-purpose, meets
service and occupational health and safety standards and efficiency requirements

» ensure it remains fit-for-purpose with regards to technology (equipment and
information technology) in the hospital system.

Investment and asset-based decisions will be made over the next decade to ensure hospital
infrastructure is provided which meets the needs of the Victorian community. The Victorian
Government is committed to ensuring improvements in the health asset base in order to
maintain current performance standards and enable improved health outcomes’ (p16)*2.

In addressing the ‘fit-for-purpose’ and maintenance of the asset base the
government records capital expenditure in the decade to 2008 of $4.7billion. It is
worth noting that the building industry comparative index for commercial tender
prices in Victoria has increased by 73 points in this period. The figure should
therefore be taken as one of scale only, not as one of scope.

The VHA notes that the non-acute hospital component of this investment ($941
million) represents 20 per cent of the total, much less than the 30 per cent average
budget appropriation to this service area. Similarly, the allocation to rural Victoria of
$780 million represents only 16.6 per cent of the total; substantially less than the
27 per cent of Victorian’s who reside there.

In the Submission, the Government highlights a $321.5 million bed package that
includes 100 acute beds, four adult and two neonatal intensive care unit beds, 170
sub-acute beds, and funds for a diversion program for emergency department and
short stay capacity.

The VHA applauds this announcement but notes that it will be insufficient to meet
future demand. Appendix 2 illustrates the bed investment required to keep pace with
population growth and ageing. The identified range is 340 to 570 beds per annum.
The extent to which non-bed based solutions can be developed over the next decade
is the variable in this equation.

Appendix 2 further illustrates that the investment in new infrastructure required to
develop this bed capacity ranges between $6.2 billion and $10.4 billion in the outlook
period to 2021.

Further investment is required to ensure that the service quality objective of
government is maintained across the State.

This will require, at a minimum, investment equal to that applied over the past
decade ($4.7 billion). As this investment has been heavily skewed to significant

12 Victorian Government, Legislative Council Standing Committee on Finance and Public Administration-
Inquiry into Public Hospitals (2009)
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infrastructure projects within the metropolitan area, the VHA expects that investment
in the decade ahead will be characterised by a skewing to rural and non-acute
projects.

The VHA believes there is an ongoing need for improved infrastructure and facilities to
support best practice health service provision to meet community need. Capital
investment remains a key element constraining the future capacity of the Victorian
healthcare system to meet future health needs. Consequently, the VHA seeks a
commitment from the State Government to act now to improve the health service
infrastructure throughout Victoria. This is required immediately to meet future need of
the acute, sub-acute, primary healthcare and aged care sectors.

3.6.1 Ten-year capital plan

While the VHA supports the Government’s investment in health system capital
infrastructure over the past 10 years, the health system lacks a strategic, robust plan
(as seen with the Victorian Transport Plan or Cancer Action Plan). Currently, there is
no systematic analysis of where capital can be most productively invested in planning
Victoria’s health services. Investments are also not targeted at where the most
effective productivity gains might be achieved.

To resolve this, the Government must engage the health sector to develop a
document that outlines the Victorian health system capital investment priorities for
the coming decade. This plan must clearly link to a service plan that reflects
measureable health priorities and changing social needs.

The VHA recommends that the Victorian Government immediately develops a publicly
accessible, ten-year capital strategic plan for Victoria’s health system to ensure
capital investment is governed by a transparent process. This should be a public
document that is accountable to Parliament. This plan must comprise the following
identifiable components:

a. Infrastructure replacement

b. New infrastructure to meet growth demand

c. Be viewed as a ‘living’ document that is updated at least every two
years

d. Where new infrastructure needs are identified, they must be matched
to population health needs and horizontal equity objectives

3.6.2 Smaller projects

There is an existing incongruence in the funding of capital projects for minor capital
works compared to larger sized projects. The $100,000 level set for minor capital
projects is both unmanageable and unrealistic to meet the practical needs of the
health sector. In particular, large scale projects in smaller agencies are less costly
than in larger agencies yet require a drawn-out and costly application process. The
VHA recommends that the Victorian Government review both the scope and the
quantum of smaller project capital funding.
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3.6.3 Macro capital planning

When large scale capital development projects are actioned, such as the
redevelopment of the Royal Children’s Hospital; the funds available for other capital
projects across the state are significantly diminished. This poses considerable
problems for maintenance of infrastructure across the health sector.

3.6.4 Depreciation

There are significant cost differentials between maintaining older facilities in
comparison to newer facilities. Older facilities and capital equipment are significantly
less energy efficient and more expensive to repair and maintain. Currently, there is
no consistent method to account for depreciation within health services and service
funding models lack an explicit component for depreciation.

The absence of specific funding for depreciation creates inequity between health
services as there are significant differences in the age and condition of facilities across
Victoria.

Appropriate accounting for and corresponding funding of depreciation over time would
allow health services to become more accountable locally for managing their own
infrastructure needs. The Victorian Government needs to develop alternative
strategies to incorporate depreciation costs into capital funding methods. This may be
facilitated through the creation of pooled funding in each region to match the
depreciation of the health services within that region.

3.6.5 Investment in community health

Much of Victoria’s existing primary healthcare service infrastructure is nearing the end
of its useful life, with significant infrastructure unable to be further ‘patched up’.
There is currently a lack of space and infrastructure in areas of high need and high
socioeconomic disadvantage. Similarly, the cost of sharing facilities through rent
agreements is rising exponentially within Victoria due to a lack of adequate
infrastructure.

The overhead costs of services based on models of care provided in community
settings have increased and continue to increase significantly. The corresponding
investment in community based infrastructure continues to be a concern. Services
such as HARP and Early Intervention in Chronic Disease, as well as a range of sub-
acute services all require community based service delivery localities.

One example of a barrier to funded services caused by lack of infrastructure is the
provision of public community dental services.

Infrastructure strategies must be based on both the need to replace or upgrade
existing stock, and the need to invest in additional infrastructure to meet demand
created by population growth and ageing. The VHA believes the Victorian community
health platform is a viable model to act as Comprehensive Primary Health Care
Centres (in accord with the recommendations of the National Health and Hospitals
Reform Commission). However, this requires significant resourcing for physical
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infrastructure to ensure high quality primary healthcare services for Victorians into
the future.

Funding Reform Recommendations
The VHA recommends that the Victorian Government:

1. Increase average infrastructure appropriations of $800m per annum for the
next 10 years to fund new bed capacity

2. Increase average infrastructure appropriations of $470m per annum for the
next 10 years to upgrade existing infrastructure

3. Increase a skewing of investment in upgrades to existing infrastructure to
rural and non-bed based services for the next 10 years

4. Review its funding models, particularly WIES and unit pricing, to ensure their
adequacy to meet contemporary service delivery

5. Remove maternity funding from the Casemix funding model and replace it with
a streamed funding model, which is linked to the needs of the client and the
cost of maintaining a viable local maternity service

6. Apply a cost inflation factor to the annual indexation of budgets for Small Rural
Health Service (SRHS) equivalent to that received by the State through the
National Healthcare Agreement, commencing from July 2010

7. Commit to creating system wide efficiencies by reviewing and consolidating its
arrangement of operational grants to health services and health providers
throughout the Victorian health system

8. Commit to a removal of blanket productivity cuts across the health system,
with productivity instead achieved through innovation and new infrastructure
investment

9. Ensure that the DH detail operational funding budgets for health services by
the commencement of June each year. The DH must also provide transparent
tracking of movement in the sum of funds available to each agency, in
correlation to agency targets, as well as breakdowns of fund allocations

10.Ensure that all new EBA outcomes and wage negotiations are fully funded and
meet all new obligations arising from the outcome without causing compromise
to existing service levels. Service providers should also agree upon a process
of funding that is transparent

11.Immediately develop a publicly accessible, ten-year capital strategic plan for
Victoria’s health system to ensure capital investment is governed by a
transparent process. This should be a public document that is accountable to
Parliament

12. Raise the ceiling for minor projects to $250,000 and introduce a new ‘medium
capital’ funding stream between $250,000 and $5,000,000

13. Ensure that macro-capital projects — like the redevelopment of state or major
metropolitan health services—do not deplete funding for smaller capital growth
projects

14. Develop alternative strategies to incorporate depreciation costs into capital
funding methods. This may be facilitated through the creation of pooled
funding in each region to match the depreciation of the health services within
that region

15.In partnership with the Federal Government, invest $600 million in primary
healthcare infrastructure through all of Victoria’s state funded primary
healthcare services
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4. Workforce

Victoria can ill afford to neglect its workforce challenges. Workforce limitations
remain a key impediment to health sector sustainability in a time of increased service
demand. There is a worldwide shortage of healthcare professionals and Victoria is not
immune from this shortage, particularly in rural areas.

Current DH analysis of workforce shortages suggest that by 2016 demand for health
services will increase by 54per cent, but that the health workforce will only increase
by 37 per cent. The absence of synergy between these two statistics should signal the
need for urgent action.

4.1 Removing professional silos

The shortage of General Practitioners (GP) is straining hospital emergency
departments (ED) in rural and regional areas. The impacts include an increase in
presentations to the EDs and a decrease in the numbers of visiting GPs available to
staff them. Where the GP shortage cannot be rectified, there is a need for more
flexible work practices to better utilise the skills of other health professionals, and to
relieve GPs of the routine and time consuming elements of their job.

The VHA welcomes innovative workforce strategies, such as multidisciplinary work
teams and working with a competency base rather than professional silos.
Accordingly, the VHA supports the need for better data on the size, skills mix and
distribution of this workforce, including GPs, rehabilitation medicine specialists,
geriatricians and allied health staff.

One area the VHA believes is neglected is that of workforce redesign and/or creating
new categories of healthcare workers to complement our trained professionals.
Workforce reform must also look at “scope of practice” issues to better use the skills
of scarce medical professionals, particularly in rural areas. This may mean widening
the use of nurse practitioners, physician assistants and allied health practitioners to
reduce workload pressures on other scarce health professionals, where it is safe to do
Sso.

The VHA recommends that the Victorian Government investigate the potential of new
funding models that support a more effective use of the available workforce. This
should include the development of funding incentives that encourage safe workforce
redesign and innovation.

4.1.1 Competency based approaches

The VHA is concerned that the present focus of our health workforce centres on
professional discipline rather than professional competence. The VHA seeks a
commitment through the 2010-11 Budget to a transparent analysis of training within
health science faculties, with a view to identifying skill stratification that may be
applied to competency based care provision.
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4.2 Workforce strategy

The recruitment and retention of all employment categories is essential to the long-
term viability and success of Victoria’s health industry. A workforce strategy is
needed to address measurable growth in service demand over the next decade. The
creation of such a strategy must clearly identify the costs of maintaining a
professional workforce, and the methods to facilitate a move away from professional
silos to a workforce based on capability and competency.

Funding models are powerful motivators for workforce patterns. The VHA supports
the current work being undertaken federally to examine the capacity for professions -
other than medicine - to access the Medical Benefits Schedule (MBS) to encourage
multidisciplinary teams. The VHA also calls for DH to monitor and analyse the
workforce patterns following the changes to GP incentive payments in Victoria as a
result of changes to the rural to the Australian Standard Geographical Classification
(ASGC) system.

4.3 Training the future workforce
4.3.1 Clinical training

The training of the future workforce requires attention now to prevent further
workforce shortages. While more tertiary and VET places have been created,
investment is required to enable provision of adequate clinical training places. The
VHA recommends expansion of clinical placement beyond the traditional tertiary
hospitals, placements in alternative settings - such as rural and regional areas,
private providers, primary healthcare and aged care - is required. Training the future
workforce in alternative settings leads to increased uptake in positions within these
settings, as well as a greater understanding of the varied needs of consumers.
Training people in rural and regional areas increases the retention of a rural
healthcare workforce, thus addressing the specific workforce issues being faced in
these areas.

4.3.2 Affordable access to VET

Recent changes to Victorian Government funding for VET qualifications is of concern
to the VHA. The implementation of these changes in the coming year will lead to
health workers and those wishing to enter the health workforce from other
professions facing increased costs. The health sector relies on the continual
professional development of its workforce and VET changes mean most health
workers will no longer be able to access government subsidised VET training places.
Opportunities for further training through VET certification should be funded
regardless of whether someone has a prior higher qualification. The VHA believes
barriers to continued skills acquisition in healthcare should be removed to address the
significant workforce shortages.
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4.3.3 Nurse Practitioner training

The criteria to attain registration as a nurse practitioner are set at a very high level
(Masters). This is of concern to the VHA as it impedes workforce redevelopment.
Models applied successfully in other jurisdictions do not require study to this level and
must be considered when defining the future application of skilled nurses within
independent care settings. Attention must be given to the design of the course to
encourage the building of professional competencies, which once assessed, can then
be applied immediately. The VHA recommends that the State Government review the
criteria that apply to registration as a nurse practitioner. This process should
incorporate an investigation of models in place in other jurisdictions.

Workforce Recommendations
The VHA recommends that the Victorian Government:

1. Investigate the potential of new funding models that support a more
effective use of the available workforce. This should include the
development of funding incentives that encourage safe workforce redesign
and innovation

2. Provide $0.2 million in funding to develop a demonstration project and
further funding of $1.5 million to support state-wide implementation

3. Develop standardised processes for testing professional competencies
within the public healthcare system

4. Develop an innovative workforce strategy that breaks down silos to secure
a workforce that can meet future demand over the next decade

5. Provide incentives for clinical placements to occur in expanded settings
beyond the traditional tertiary hospitals, such as rural and regional areas,
private providers, primary healthcare and aged care

6. Review its changes to the VET funding system and consider providing an
exception for health sector applicants

7. Review the criteria that apply to registration as a nurse practitioner. This
process should incorporate an investigation of models in place in other
jurisdictions
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5. Population Health

5.1 Health promotion and illness prevention

Investment by the Victorian Government in health promotion interventions at a local
level is vitally important to the health of all Victorians. Although high-quality hospitals
and health services will remain a fundamental component of Victoria’s healthcare
system, the VHA supports increased funding for illness prevention and health
promotion through this, and future State Budgets. This shift is fundamental to deal
with future challenges of an ageing population, widening social inequities, rising levels
of demand and increasing rates of chronic disease.

Despite Victoria being a leader over recent decades, illness prevention and health
promotion remain poorly funded relative to the total health budget. This level of
funding is both disproportionate and inadequate to meet need. There is now clear
and robust evidence that preventative health measures can yield social, economic and
health benefits for the community. In addition, evidence demonstrates that
comprehensive approaches to preventative health are the most effective approaches
and can decrease subsequent costs to society, the health system and the individual.
Examples include multi-sectoral strategies to decrease road fatalities and smoking
cessation.

5.1.1 Supporting new funding models

Whilst successful prevention initiatives require comprehensive approaches that reach
beyond the healthcare sector, the role of health services in prevention cannot be
ignored. Healthcare in Victoria is changing rapidly, with expanding roles for health
services in developing, implementing and evaluating health promotion and illness
prevention within their communities. These changes require adequate resourcing.

Yet, demand-driven funding models continue to be based on ‘service hours.” This
limits the ability of health services to effectively plan, coordinate and sustain illness
prevention and health promotion strategies locally. These established funding models
have historically made it easier to treat, rather than prevent chronic disease and
illness. These models also fail to support research that underpins evidence-based
practice.

It remains difficult to integrate health promotion into health service planning without
investment and new funding models. This makes it difficult for health services to
reorient their focus to incorporate the social determinants of health, rather than focus
on a particular health issue or individual risk factor. The VHA seeks a commitment to
an interdepartmental spending review with the aim of allocating resources to multi-
year projects that address health inequities.

5.1.2 Short term funding and research

Action on the social determinants of health is inherently long-term, with improved
health status or reduced social inequity not evident for a number of years. Short-
term, time-limited, project-based funding impedes the long-term planning needed to
achieve the necessary social change to improve population health outcomes. These
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short timeframes imposed on services, coupled with a lack of funding flexibility to
facilitate local context, are barriers to achieving better health outcomes. Simply,
implementing health promotion and illness prevention strategies at a local level often
results in high levels of frustration within the health sector.

The VHA believes the Victorian Government should review the resourcing and funding
structures for integrated health promotion within Victoria. This review must aim to
improve organisational capacity and embed program sustainability in order to support
effective and efficient long-term projects. One option is the creation of a Victorian
Preventative Health Innovation Council responsible for fostering quality health
promotion and illness prevention in Victoria by working with stakeholders and the
Australian National Preventive Health Agency (ANHPA) to achieve significant system-
wide improvement.

The Victorian Auditor-General’s Office report into investment in health promotion
highlights that health services found it difficult to determine “how to effectively
allocate the health promotion budget across a range of areas including staff training,
integrating health promotion into service delivery, building community capacity and
delivering and evaluating local health promotion initiatives”. The report also identified
the “need to strengthen the evidence base used to guide and refine the State’s
investment”. The VHA supports the development of a coordinated approach to Go For
Your Life rather than funding a range of fragmented initiatives that are neither linked
nor coordinated at either a central or local level. This will help to achieve prevention
within health services that is shaped around the health needs of individuals, their
families and communities

5.2 Health promoting health services

The World Health Organization has established a framework for health promoting
health services based on a change management approach that overhauls traditional
structures, cultures and decision-making processes. As yet, no Victorian framework
exists to guide health services to become health promoting health services. This silos
health promotion staff, hampers benchmarking and mitigates against a system-wide
approach based on international best practice.

The VHA believes the Victorian government can strengthen this approach by
committing to a Health Promoting Health Services Action Plan that encourages and
incentivises participation of all health services in accordance with growing sector
interest and global evidence.

This action plan requires short, medium and long-term goals to support change
management, training and education and governance models to enable Victoria’s
health services to incorporate the values, concepts, strategies and standards of health
promotion into their organisational structure, culture and systems.

The rationale for the action plan is:
1. To enable organisations to translate the philosophy of the Health Promoting

Health Service approach to practical, long-term tangible health promoting
settings
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2. To modernise Victoria’s health services in alignment with world’s best practice
standards of health promotion

3. To unify many disparate efforts into a cohesive, holistic approach through
significant changes to workplace culture, structure and resources

5.3 Partnership

Much partnership activity at a local level occurs on an ad-hoc basis through
unsustainable funding streams. Best practice health promotion and illness prevention
requires significant investments of time, technical expertise, and resources. However,
current policy and funding arrangements do not adequately accommodate the
collaboration required to build a healthy community.

To maximise the impact of health promotion, there is a need for greater evaluation
and knowledge transfer and sustainable resourcing. The VHA recommends the
Victorian Government invest in partnership arrangements between health services
and tertiary education institutions to achieve best practice evaluation of the impact of
local health promotion action and initiatives.

The VHA also believes the Victorian Government should create a seed funding
program to support new local partnerships to tackle priority health issues facing
Victorian communities. This program must foster the formation of multidisciplinary,
multi-sector collaborations to do the preparatory work in establishing robust cross-
sectoral partnerships.

5.4 Planning

Anecdotal evidence highlights that Primary Care Partnerships (PCPs), local
government and health services currently plan separately as a result of funding and
reporting guidelines based on divergent data and varied planning cycles. This results
in duplication of effort despite a common focus of meeting the needs of the
community.

Only structural change can remove these barriers and ensure plans and requirements
align. The VHA seeks assurance from the Victorian Government that connections
between Municipal Public Health Plans (MPHPs) and Community Health Plans (CHPs)
are strengthened through the Public Health and Wellbeing Plan to reduce duplication,
increase collaboration and improve community service planning.
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Population Health Recommendations
The VHA recommends that the Victorian Government:

1. Conduct an interdepartmental spending review with the aim of allocating
resources to multi-year projects that address health inequities

2. Review the resourcing and funding structures for integrated health
promotion within Victoria

3. Develop a coordinated approach to Go For Your Life rather than funding a
range of fragmented initiatives that are not linked or coordinated at either
a central or local level

4. Invest $10 million over four years to support the Health Promoting Health
Services approach in Victoria, in accordance with international best
practice

5. Invest $10 million over four years to develop partnership arrangements
between health services and tertiary education institutions to achieve best
practice evaluation of the impact of local health promotion action and
initiatives

6. Invest $5 million over four years to create a seed funding program to
support new local partnerships on priority health issues facing
communities in Victoria

7. Ensures that connections between Municipal Public Health Plans (MPHPs)
and Community Health Plans (CHPs) are strengthened through the Public
Health and Wellbeing Plan to reduce duplication, increase collaboration
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Benchmarking and Data

Meeting the health needs of our communities requires effective planning and,
therefore, access to reliable and accessible data. There is significant potential for
improved service planning by giving health services access to reliable sources of data.
Currently, this data exists but is unavailable. This both impedes service planning and
the capacity for benchmarking. The Victorian health system is currently failing to
achieve these goals.

6.1 Data

Previous VHA research identified a misalignment of planning cycles and inconsistent
data collection that limits the ability of health services and policy planners to compare
data and impedes benchmarking of health services to a set of industry-agreed key
performance indicators (KPIs).

6.1.1 Health data site

The dearth of accurate, local data to inform health system planning is a major
impediment to the structural reform of Victoria’s health system. The technology exists
to create a national data base of healthcare statistics available to government
departments, healthcare services, academia and the general public, yet the
coordinated will and dollars to invest in data collection is lacking.

Local needs are best addressed by local decisions that lead to local solutions. The VHA
believes widespread access to valid, accessible, appropriate, comprehensive and
usable data is vital. Transparent methods of measuring and reporting population
health is also needed to enable health services to ensure local programs and services
are evidence-based.

The Victorian Government must seek through the COAG process a Federal
Government commitment to establish a national health data site that integrates data
from various sources. This site should incorporate Geographic Information System
mapping capabilities and be publicly accessible

6.1.2 Health service planning

Traditionally, health services have reported on the basis of productivity. In recent
years, this was extended to include quality and safety requirements. The next logical
step is to mandate population health reporting and require health services to be
accountable to report the population health needs of the community that they serve.
The Victorian Government - via the Department of Health - has a vital role to play in
supporting better data collection to inform health service planning.

The VHA calls on the Victorian Government to invest in ongoing training in ‘population
health approaches to planning’ for the workforce and boards of health and community
sectors, as demonstrated by previous investments in clinical governance training.
They should develop protocols and enable health service boards to report and be
accountable for their population health outcomes, matched to a set of industry-agreed
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key performance indicators. These indicators would be linked to mandated public
reporting cycles and DH priorities

6.2 Benchmarking

Benchmarking, if used effectively, can be a powerful tool in identifying the capacity to
achieve productivity. Currently there is little opportunity for health services to
benchmark against their peers beyond the key performance indicators set via the
elective surgery and emergency access monitoring. Many of the small rural health
services cannot even use these indicators. Standard reporting tools are therefore
needed.

Benchmarking should be used to flag areas for improvement, not to punish poor
performance. Benchmarking should encourage information sharing to work
collaboratively, not competitively. But benchmarking is about more than just
providing good data and must include a process to develop an understating of how to
interpret the data effectively.

Health service administrators rely on data analysis and comparison of inputs,
operational procedures and outcomes in order to more efficiently manage and operate
their services. They need a process that systematically provides feedback to service
providers on a cost centre by cost centre basis for comparison. Data that achieves the
fundamental objective of enabling capacity to benchmark is not readily available
within the Victorian public health system. The Victorian healthcare system cannot
afford to continue running blindly.

The VHA calls for:

e Funding to support an external body to develop data sets and standard reporting
tools to assist health services to meet state’s best practice benchmarks for
services grouped alike

e Resources to enable the detailed examination of benchmarking data with a view to
identifying areas for improvement and managing that improvement. These
resources will include liaison officers within each health service for a period of time
to assist with detailed analysis of the data for use in planning and administering
projects.
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Benchmarking and Data Recommendations
The VHA recommends that the Victorian Government:

1. Invests $5 million over four years in ongoing training in ‘population health
approaches to planning’ for the workforce and boards of health and
community sectors, as demonstrated by previous investments in clinical
governance training

2. Develop protocols and enable health service boards to report and be
accountable for their population health outcomes, matched to a set of
industry-agreed key performance indicators

3. Seek through the COAG process a Federal commitment to the
establishment of a national health data site to integrate data from various
sources. This site should incorporate Geographic Information System
mapping capabilities and be publicly accessible

4. Provide an additional $5m in 2010-11 to implement a 2 stage
benchmarking project that in stage 1 develops data sets and standard
reporting tools, and in stage 2 undertakes capacity building activities
within the health sector to support their implementation and uptake within
health services
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7. E-health

E-health has the potential to improve the quality and safety of health services
provided to the Victorian community. Effectively implemented e-health solutions may
also create productivity dividends. Realising these dividends will require upfront
investment in infrastructure and a review of existing funding models.

7.1 System-wide ICT strategy

The DH is currently developing a 2009-2013 Whole of Health ICT Strategy. As of
December 2009 this document was not yet publicly released, nor had the State
Government detailed funding to support the realisation of the Victorian health
system’s stated ICT goals. The VHA calls on the Victorian Government to finalise and
release its 2010-2013 ICT Strategy, with a funding commitment of $600 million over
four years.

Articulation of a system-wide ICT strategy is imperative to inform service
development into the future. The existing ICT approach has proven unsustainable due
to the unfunded contribution costs expected from individual agencies (which in many
instances cannot be supported from a cost benefit perspective), the lack of variation
in product choice and product suite to meet individual agency need, and the absence
of state-wide funding models to support e-health initiatives.

7.1.1 Unfunded contribution costs

The creation of an integrated approach to data collection and ICT capacity is an
essential investment in public infrastructure.

The VHA urges the Victorian Government to recognise the importance of ICT by
building the cost of ICT into health system funding models. Currently, the increasing
cost of contemporary ICT systems to health services is not reflected in the funding
models that apply to health services. As technology costs operate on a price index
that differs significantly from general price indexes, the VHA recommends the
development of a pricing system that recognises the fixed costs associated with “site
wiring” and variable costs associated with program scale.

7.1.2 Absence of product choice

The VHA's analysis of the HealthSMART rollout found a timely roll-out of this strategy
was hindered by a product suite that did not sufficiently meet the need of the end
user. This is particularly the case with clinical systems in rural Victoria, where even
the largest regional providers have expressed concern at the suitability of the selected
product. An issue also exists with the patient management system mandated for use
by rural community health services.

The Victorian Government must review its current approach to product selection for IT
projects, with a view to providing a competitive product suite. Such an approach
must include flexibility to ensure that product meets business needs. The key criteria
should be interoperability and integration of product rather than the current one-size-
fits-all approach.
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7.2 National e-health priorities

The VHA recognises the position of the Victorian health sector as a national leader in
the area of e-health. The position has been achieved through many of the
HealthSMART initiatives. The VHA encourages the Victorian government to continue
to play its current leadership role.

The implementation of national e-health priorities including patient, practitioner and
provider unique identifiers should be implemented across Victoria as a priority. This
will require sufficient infrastructure and funding.

The VHA is concerned that the Australian government is not investing sufficiently in e-
health to realise its stated e-health goals. The realisation of a patient controlled
electronic health record has the potential to provide significant improvements in
patient outcomes, as well as systemic efficiency improvements. This will not be
achieved without front end investment.

7.3 Telemedicine

Telemedicine applications are a vital tool to address the workforce and clinical practice
challenges that impact health service delivery in rural Victoria. Effective use of
telemedicine has the ability to address skill shortages, professional isolation and
improve current clinical practice. Barriers to its implementation include insufficient
broadband capacity in some rural locations and a lack of supportive funding models.

To address these issues the Victorian Government must provide an additional $2.5
million to Rural IT Alliances to improve wide area networks and access to effective
broadband. The VHA also recommends increasing current state-wide funding for
telemedicine approaches by $20 million over the next four years.

E-Health Recommendations
The VHA recommends that the Victorian Government:

1. Finalise and release its 2010-2013 ICT Strategy, with a funding
commitment of $600 million over four years

2. Review all funding mechanisms to incorporate the real costs of ICT to
Victoria’s health services

3. Review the current approach to product selection for IT projects, with a
view to providing a competitive product suite

4. Encourage the Federal Government through COAG to considerably increase
its investment in e-health to include initial catch up funding of $700 million
across Australia, followed by funding of $700 million per year for 5 years

5. Provide an additional $2.5 million to Rural Health Alliances to improve wide
area networks and access to effective broadband

6. Increase current state-wide funding for telemedicine approaches by $20
million over the next four years
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Conclusion

The VHA looks forward to working constructively with the Victorian Government in the
coming budgetary year. The intention of this organisation’s submission is to
represent the views of members and to “optimise health outcomes for all Victorians”.

Please contact me on (03) 9094 7777 to clarify any information in this submission.

A

Trevor Carr
Chief Executive Officer
The Victorian Healthcare Association
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