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• What is sustainable health care from an 
Australian perspective?

• Effective funding for patient access to efficient 
hospitals –which systems work?

• A guidelines- based method for costing 
current and future acute care



Sustainability

Environmental 
Financial



We expect hospitals to be…

• Efficient
• Appropriate for contemporary standards 
• Accessible for patients
Fiona Stanley Hospital, Perth Victorian Cancer Centre, Melbourne                Perth Children’s Hospital



Efficiency in hospitals

• Economic or financial sustainability
– Allocative efficiency of resources 
– Productive efficiency of labour and capital
– Dynamic efficiency for the sustainable future



• An efficient capital funding system:
• Hospitals have timely access to capital

• Hospitals have flexible use of capital

• Capital is affordable for hospitals, and

• Capital is fairly distributed.

Quokka

Sources: Hellowell M, Vecchi, V. 2012. "An Evaluation of the Projected Returns to Investors on 10 PFI 
Projects Commissioned by the NHS. ." Financial Accountability and Management, 28 (1): 77-100.

Murray, C. Lauer J. Tandon A. Frenk J. 2001. "Overall Health System Achievement for 191 Countries."  WHO 
http://www.who.int/healthinfo/paper28.pdf

Allocative Efficiency



Productive efficiency
WHO studies

Meta studies of 
Efficiency

Inputs for patient
outcomes  



Sustainable hospitals of the future 
dynamic efficiency



Part 2
Effective funding for patient 
access to efficient hospitals –
which systems work?





How well do nations fund patient access to efficient care for 
Australia and 17 nations?

Country Total
France 2.8 3 3 8.8
Netherlands 2.8 3 3 8.8
Switzerland 2.7 3 3 8.7
Austria 2.7 2.3 3 8
Germany 2.3 3 2.3 7.6
Norway 2.8 1.7 2.7 7.2
Japan 0.8 3 3 6.8
Average 1.64 1.8 2.7 6.14
Australia 1.75 2 2.3 6.05
Finland 2.2 1.3 2.3 5.8
Belgium 1.6 1.3 2.7 5.6
Italy 1.3 1.3 3 5.6
Sweden 1.1 1.3 3 5.4
UK 0.5 1.7 3 5.2
Portugal 0.8 1.3 3 5.1
Denmark 1.3 1.3 2 4.6
Spain 0.8 1 2.7 4.5
Canada 0.9 1 2.3 4.2
USA 0.6 0.3 2 2.9
Source: WHO  Health in Transition Reviews,& scoring of Evans(2000), Murray(2001) & Tandon (2002)
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How well do nations fund patient 
access to efficient hospitals?

Hospital
access to
capital
Patient Access
to hospital

Efficiency



Does any system of capital funding 
provide superior results?

System Access to
Capital

Patient
Access

Efficiency Total

CaDRG minus USA 2.1 2.1 2.0 6.2

CaDRG including USA 2.3 1.9 1.8 6.0

Government Subsidy 2.0 2.0 1.2 5.1

Government Project
Grants

1.6 1.6 1.5 4.7

Mixed Government/ PPP 0.7 1.8 1.9 4.4

Predominantly Private 1.0 1.4 1.4 3.8

Averaged Values for Access to Capital, Patient Access to hospital and Efficiency by capital allocation systems
Note. CaDRG is Capital aligned to the DRG; PPP is Private Public Partnership
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The effectiveness of funding patient access 
to efficient healthcare

Funding
patient access
to efficient
healthcare



Funding 
system result
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Most effective investment system

Major medical 
equipment,
25 nations and
OECD average,
2013-14
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Capital by diagnosis related group

Ranked higher than 
government subsidies 
or project grants
Performed one third 
better than private/ 
public partnership
Provided best access 
to medical equipment

Euro wallaby



Part 3
A guidelines-based method 
for costing current and future 
acute care



• Using 
Australasian 
Health Facility 
Guidelines 

&
• Clinical 

guidelines



Clinical Pathways
Documenting the 
Clinical pathways for 36% of 
adult patients

Direct Costs for episode 
of care

Indirect costs for facilities 
and equipment 

Information technology and 
communications

Royal Children’s Hospital Melbourne



Patient-based costing

Cost per patient apportionment by time for 
direct and indirect costs. 

Testing utilization of hot 
floors by time required in 
guidelines, expert clinical 
opinion and utilization data.

The capital follows  the patient



Conclusions

Fiona Stanley Hospital, Perth

Sustainable health care is patient-based, clinically 
appropriate and demonstrates allocative, 
productive and dynamic efficiency

The most effective systems of capital investment 
for efficient patient care are diagnosis-based 
capital systems for both facilities and medical 
equipment

Testing facility and clinical guidelines capital 
costing has identified significantly different 
capital estimates to depreciation-based methods



Questions

Are there any
questions or 
comments?

Contact:
kerr005@bigpond.com


