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What would Vernon do?

Research matters — but so does
running the hospital

* Staffing

* Holistic approach to welfare and care
of children

* Modern medical records system
* Accountable in public on ethical issues

“Vernon was the man who was a little
more politically aware, and knew how to
use the system to achieve the best

results”
Don Kinsey

So what would the well-rounded
hospital director, who is politically
aware, do today?




The politics of health

Australian government budgets are under pressure

* The mining boom and financial crisis masked ongoing Commonwealth
deficits

* Capital accounts masked increasing State deficits

Health is the largest budget pressure

* Health costs are large, and growing much faster

* Increased costs are due to increased servicing, not ageing
* Health outcomes are improving

Reform will require some difficult decisions

* Governments are hoping for slower spending growth

* Australian spending on health is relatively efficient by global standards

* Victorian government spending on health is already less than other States

* A more systematic approach is required to cost management, and
treatment choice

* Hospital professionals must choose: either reform, or have reform imposed3



The Commonwealth’s structural deficits
was masked by GFC and mining boom Institute

Commonwealth budget balance
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Long term spending increased while
revenue fell Institute

Commonwealth expenditures and revenues
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State operating budgets balanced, but their
capital expenditure did not Institute
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A ‘r\% ‘

Health is a material component of all SRATTAN
government expenditure Hhstibte

Combined government expenditure 2013-2014
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Health is over a quarter of Victorian
government Spending [nstitute
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Health is the biggest pressure on
government budgets overall Institute

Change in Australian governments’ expenditure 2003-2014
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Health is driving Vic expenditure growth it

Change in Victorian recurrent expenditure, 2002-03 to 2013-14
Real change in expenditure, 2003 to 2014, $2013 bn
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Source: Grattan Institute Budget Pressures 2014 Supporting Materials



Hospitals are the biggest driver of
increases in health costs

Change in Australian governments’ expenditure 2003-2014

$ bn relative to CPI
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Health cost growth is driven by servicing,
not population ageing Institute

Real increase in health expenditure 2003-2013
($2012 billion)
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Government health spending increased the (o A77A N

most for the over 70s |  Institute
Government health spending per person, $2010
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Medical research spending tripled in a
decade Institute

NHRMC grants to universities, $2011 m
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As health spending increased, life GRAITAN

expectancy improved T Insiituee
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As health spending increased, health

improved

Amenable mortality
deaths per 100,000 population

250

200

150

100

50

0 | | | |
1987 1992 1997 2002 2007

Source: AIHW

Institute
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Governments are counting on health GRATTAN
Spending fa"ing [nstitute

Real annual growth in government health spending
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Helath isn’t the only spending forecast that o 77AN
relies on wishful thinking Institute

Commonwealth real annual spending growth, per cent
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Australia already gets relatively good value
for money in health spending Institute

Life expectancy at birth, years, OECD countries, 2008 or latest available
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Victorian government spending on health is
relatively IOW Institute

Larger State government expenditure/resident
$ per capita, 2012-13
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GRAITAN

Costs are someone else’s problem ... Institute

Views on own network relative to average Victorian network
Proportion of board members of Victorian LHNs,

o
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Note: n = 233, 70% response rate, 96% of networks included
Source: Grattan Institute, Questionable care: avoiding ineffective treatment 23



Variation in the cost of specific operations (0 AT/
is difficult to explain away Institute

Cost of hip replacement, unadjusted, 2010-11
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Overall variation in public hospital costs is
very hard to explain away Institute

O Hospitals
¢ Average level of unexplained costs
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Source: Grattan Institute, Controlling costly care



Grattan identified 5 ‘do-not-dos’ and 3 ‘do-
not-do routinely’ treatments Institute

Based on NICE, MSAC and Prasad

Do-not-dos:

» Vertebroplasty for osteoporotic vertebral fractures

» Arthroscopic lavage or debridement for OA of the knee

« Laparoscopic uterine nerve ablation for chronic pelvic pain
 Removing healthy ovaries during a hysterectomy

« HBOT for a range of conditions (inc. osteomyelitis, cancer, and non-diabetic
wounds and ulcers)

Do-not-do routinely:

« Fundoplication for gastro-intestinal reflux

« Episiotomy for spontaneous vaginal births
 Amniotomy to augment a normal delivery

Patients with ‘legitimating’ diagnoses are excluded
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Grattan found patterns that are difficult to

explain away

Proportion of relevant patients
getting do-not-do procedure
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A system for imprOVing practice [nstitute

Identify poor treatments
* Payoff relative to cost
* Bottom up AND top
down

Report on

outcomes

* System level,
by hospital

* Peer visibility

Continuously
improve

measurement
* Linked records —
pathology, MBS,
PBS, hospitals

Clinical reviews
e Start local

* Escalate for investigation
and sanctions

28
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Clinical reviews with consequences — how

a system might work
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[nstitute
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Financial and/or
governance sanctions
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