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Medicine, Money or Management:

What Matters Most?

It is with a sense of humility that I thank you for the honour of following in the footsteps of Sir Zelman Cowan, Sir William Refshauge, Professor John Loewenthal, Dame Leonie Kramer, Alan Jones AO and other outstanding Australians in delivering the Malcolm Gillies Memorial Oration.
You honour me further in asking me to do so in one of the great institutions of Australian Healthcare – The Royal North Shore Hospital.

This is a hospital inspired by the vision of our forebears, who, living in considerably more difficult times, built an institution of enduring commitment to the care of the sick.  

The original North Shore Cottage Hospital at Willoughby Road admitted its first patients in 1888. Modest by today’s standards, it and the hospital to which it subsequently gave life at this site, was given us by the initiative, generosity, blood, sweat and tears of the local community.  

Realising their isolation from Macquarie Street’s Sydney Hospital, they determined to provide for medical emergencies locally. 

In 1885 a public meeting was convened at a local Masonic Hall to form a committee of local mayors, businessmen and community leaders. An Industrial Exhibition followed to showcase local industry. It also raised the first 1,200 pounds for the hospital.  
Times were tough and life was hard. But with meagre resources and fewer ‘rights’ than our generation, they discharged their self imposed responsibilities to build a better community and a hospital that would serve others. 

Frank Treatt, local magistrate and joint secretary of the organising committee, enunciated the vision and values the hospital would fulfil and reflect;

“Charity”, he said, “is the highest virtue.  The general principles under-lying the proposed scheme appealed to the most robust and manly, as well as the most tender and ennobling principles of the human heart.  
“It should command the ready support of the working man, the strong help of the capitalist, the co-operation of all professional as well as businessmen on the North Shore; and last, but greatest, the valuable assistance of the ladies of the electorate, without whom nothing is best done and who would, by their compassion, deserve and receive the loving and respectful regard of every poor sufferer hereafter needing hospital care.”
Their generation had dreams but little money. Ours has money, but fewer dreams.
“A History of Caring” authored by Geoffrey Sherington in 1988 to mark the centenary of Royal North Shore, observed that this hospital’s history is a case study of the changing delivery of health care.

For its first half century, hospital administration was a sometimes uneasy partnership. The lay members of the local board were deeply committed to local involvement. Confidence of the medical staff grew to parallel their expertise and community status. 

As the complexity of medical care increased, the Board and its medical staff contended with growing intervention. A new breed of expert hospital administrator emerged as governments provided more funding with inevitable intrusive intervention. 

It was in this transition that the young Malcolm Gillies arrived as a resident doctor.  His young life and promising career were tragically cut short in 1958 by cancer, having suffered the loss of his own son to the disease only months earlier.

By all accounts he was of outstanding ability, held in high esteem. He was honoured not only, or so much for his ability, nor the adversity that befell him – but the way he dealt with it.  

To those who did not know him, Malcolm Gillies is the medical equivalent of the Unknown Soldier.  

He reminds us that life is precious. Irrespective of its length, a life of value is spent in the service of others. 
He remains a silent witness to the sacrifices of those who made this hospital, the tradition of care and philanthropy upon which it is built and the pursuit of excellence in medicine. 

All of you honour him – and others like him – by your commitment to that ethic of service, improving the quality of our lives, the respect you have for one another and your willingness to confront those whose actions are hostile to these ambitions.

We cannot allow, through neglectful indifference, the past to become a stranger. If we fail to recognise past sacrifices made for us, we do not face a future of value.

The Vanderfield Building, its Honour Boards and the names etched into them, are no less important to this hospital’s future than its past. They ask of every person who professes to health policy leadership: “What is right for the best care of Australians, and how are those who provide that care best supported?”

By any standard, you do not now have the support you need.
HEALTH HORROR STORIES
The editor of the Medical Journal of Australia (MJA) introduced his December 2008 missive with this;

“Two patients limp into two different medical clinics with the same complaint. Both have trouble walking and appear to require a hip replacement.

 The first patient is examined within the hour, x-rayed the same day, and has a time booked for surgery the following week.
The second sees his family doctor after waiting three weeks for an appointment, then waits eight weeks to see a specialist, has an x-ray which isn’t reviewed for another week, and is finally scheduled for surgery a month later.
Why the different treatment for the two patients?

The first is a golden retriever.

The second is a senior citizen.”   

How stark. How true.

In recent years, Australians have been bombarded with hospital horror stories.
Royal North Shore has not escaped. 

In November 2005, we were introduced to Vanessa Anderson’s tragic death. She was sixteen. Two days after being struck by a golf ball, she died from respiratory arrest attributed to the depressant effects of prescribed opiates. A doctor had misread her chart. 
The Deputy State Coroner described a litany of problems – “not enough doctors, not enough nurses, inexperienced staff, poor communication, poor record-keeping and poor management”, calling for a full inquiry into a health system “labouring under pressure”.
In May 2007, North Coast father Don Mackay died a day after being discharged following drainage of his lungs.  The Coroner said he was subjected to “third world conditions”.

Four months later, the nation’s sensibilities were further affronted when Jana Horska – a 32-year-old woman who endured the indignity and emotional agony of miscarriage in a hospital toilet. She was fourteen weeks pregnant.
Patients are voting with their feet, Lisa McGee telling the Sydney Morning Herald: 
“This story (Horska’s miscarriage) is the final straw for me.  I am going to pay to have my baby at the San now and I don’t care what it costs.  Royal North Shore used to be good, but they are obviously not coping with the population growth, so I’m not going to grow the population there, that’s for sure.”

Open a newspaper, turn on a television or radio in any part of Australia any day of the week and be confronted with similar distressing stories.  

Exposure of these and many similar cases highlights systemic shortcomings, further eroding public confidence in what they once saw as ‘their’ hospitals.
Horror stories sell newspapers and spurn those in authority to action. Inquiries follow, and some time later, more desks appear but fewer beds.

Such publicity also undermines the morale of those who work within the system. It also deters prospective students from pursuing noble professions.

The Workplace Research Centre at the University of Sydney has found that only 17% of doctors and 33% of nurses in public hospitals trusted their managers. The national workplace average is 70%.

Whereas Malcolm Gillies’ generation worked within a system in which it believed, I fear that many health professionals today continue to work within a system in which they no longer believe. 

If the nation’s doctors and nurses work within a system that has lost their confidence, how can we maintain the confidence of the public it serves?

Undeniably, this is our greatest threat and most urgent priority. 

Of course there have always been horror stories, but do we simply hear more about them now?

Malcolm Gillies’ struggle with cancer coincided with the arrival of television in Australia.  

The subsequent decade was characterised by challenge to authority. Vietnam War protests, liberalised social mores, consumerist movements, questioning of science and strident demands for accountability – all have all conspired to create in our hospitals 50 years later, an environment where the once powerful are all but powerless. 

Reflecting a movement as popular as it was powerful, then Premier Neville Wran said to Doctor Bruce Shepherd twenty five years ago “Doctor Shepherd. You represent the last independent group in society, and as such I move to control you.”

Many commentators enjoined by members of the Profession cheered such sentiments. But it is those who are served by our hospitals, wielding neither power nor influence that have lost the most. 

For every disaster, there are many more examples of outstanding care and lives saved.

The paradox is that each day brings stories of stunning advances in medicine – new cures, new treatments and death defying procedures. Yet the same news bulletin will report the failure of the system to provide something as simple as a blood transfusion or cardiac monitor.
It’s not good enough.  Not in Australia.  Not in the 21st Century.  

The gap between what we expect of our health system, its funding and what it delivers was encapsulated for me in May 2007.  

I had attended the then Treasurer Peter Costello’s Sydney post budget luncheon address – a truly great budget further strengthening our economy and underlining the nation’s affluence.

Then, we had a large surplus with comparable countries carrying significant debt.  Net government debt inherited by the Howard Government had been repaid.  Economic growth was strong and unemployment reached a 30 year low. 

As I listened approvingly throughout the address however, I wondered what the average Australian might make of the large surpluses amassed.

That evening, Sydney’s Channel Seven news led with a story about a four year old boy with asthma. He had waited at the Nepean hospital six hours for assessment and 12 hours for a bed. 

His grandfather – a rugged bloke with the look of a truckie, said with tearful anger, “I’m just sick and tired of it – the kid is crook and he’s gotta sit there because they’re either under staffed or under funded.”

The contrast with the national accounts was stark. 

Why, with such economic strength (then), were public hospitals understaffed, under resourced and reasonable expectations of care not met? 
The Howard Government increased funding for the five years of the Healthcare Agreements to 2008 by $10 billion (to $42 billion over the previous five years). It simultaneously provided strong encouragement to private insurance and private hospitals, in addition to major investments in outpatient healthcare.

The Rudd Government put an initial $600 million on the table for the States for waiting lists over four years. Another $4.8 billion arrived through the Council of Australian Governments (COAG) late last year.

All this is to be welcomed. But time will tell if it will make any appreciable difference.

We are also now at the self declared deadline of the Prime Minister’s to assume responsibility for non performing public hospitals.
So what now? What now with a struggling economy and sharply deteriorated budget position?  Commonwealth debt stretches as far as the eye can see, money spent on cash handouts, school buildings, housing insulation, local council projects, first homebuyers and public housing.
MONEY IS THE PROBLEM, ISN’T IT?
Orthodoxy has it that problems stem from a lack of money, a view reinforced by recent extraordinary tales:

· Allegations of disruption to pharmaceutical supplies to the Sydney Children’s and Prince of Wales Hospitals from unpaid bills. 
· Staff at Dubbo Base hospital purchasing medical supplies with their own money from the chemist and vet because angry suppliers cut off credit. 
· Patients in Gilgandra and Coonabarabran being denied meat by the butcher whose bills went unpaid for 6 months. 

Resource shortages lead inevitably to diverse rationing, the most obvious of which is elective surgery. Australian Hospitals data for 2007-08 released by the Australian Institute of Health and Welfare reveals the average waiting time for elective surgery has jumped from 28 to 34 days in four years. 

In NSW, the average wait has blown out to 39 days, from 32.

So have our political leaders not given enough priority to healthcare?

To put this question in context, I carefully analysed health funding over three time periods:

· Funding data was first published in 1960, also the period of Malcolm Gillies’ short life. 

· 1995 – the year before I stopped practising medicine for the parliament.  
· 2005 – the most recent reliable and complete figures.

You may find the results surprising. 

After adjusting for inflation and the size of the population, in real terms, per capita:

· Total health expenditure by government is a staggering 1,150% higher (or 11.5 times greater) than in 1960. It is also 50% higher than in 1995.

· Total health expenditure by all sectors of the community is around 550% higher than it was in 1960, and around 50% higher than in 1995.

· Public hospital expenditure has increased at the same rate and is some 550% higher than in 1960 and 50% higher than in 1995.
I repeat. These are real, inflation adjusted figures. Some might say, ‘an inconvenient truth’.

Even allowing for the pre Medibank/Medicare era, this is an extraordinary increase.

Whether over the last generation or the last decade, by any measure health funding has substantially increased.

Allowing further for significant economic growth, as a proportion of GDP:

· Total health expenditure has increased from 3.9% of GDP in 1960 to 8.0% in 1995 to 9.3% today.

· Health expenditure by government has increased from 1.4% of GDP in 1960 (private expenditure played a bigger role) to 5.4% in 1995 to 6.2% today. 

· Public hospital expenditure has increased from 1.3% of GDP in 1960 to 2.2% in 1995, to 2.5% today.

Far from a low priority, growth in health expenditure has far exceeded overall growth of the economy.
Simultaneously though, the nation’s public hospital capacity has been cut – a staggering 67% over the past twenty years according to the Australian Medical Association’s 2008 public hospital report card. Shorter stays, improved technology, techniques and anaesthesia coupled with advances in pharmaceuticals have contributed substantially. 

States hungry for savings have done the rest.
The same report documents many public hospitals running at well above the 85% occupancy levels recommended as a ceiling of safety by the Australasian College of Emergency Medicine. Teaching hospitals are regularly running at 95% or higher.

That’s scary.

Funding has grown, but not enough to meet the insatiable and unsustainable expectations of the community. The answer to improving our health system, it seems, is not as simple as many might assume the solution of more money to be. 

MORE RESOURCES MEETING MORE DEMAND

Modern health care has become a more holistic pursuit for policy makers.

For earlier generations, the primary focus was hospitals and getting people to them, as evidenced by Australia being the first country to have an ambulance service by air.

Once long hospital stays have frequently been replaced with day surgery or procedures in rooms.

The modern emphasis in policy and funding is care that avoids hospitalisation if possible.  

The introduction of the Medicare Safety Net in 2004 recognised that many of today’s health procedures are delivered, and a substantial portion of the costs accrued, in out-of-hospital procedures such as specialists’ visits.  

Pharmacy Agreements formally recognise the front line role played by community pharmacists and pays them $100 million a year – for Home Medicines Reviews and programs to improve outcomes in asthma, diabetes and communicable diseases.

The Rudd Government is rolling out its GP Super-clinics. The purported purpose is to alleviate pressures on public hospitals.

The College of Emergency Physicians reports that some 10% of Emergency Department presentations are ones that could be managed in general practice. More compelling is that these cases consume only 1% of emergency department resources. But in politics, perception is reality.

The Australian Institute of Health and Welfare reports that 30,000 people were admitted to hospital last year because of inadequate out of hospital care – a warning surely to those who want to push de-hospitalisation further.
There are as many hospitals today as in 1960, despite a doubling of our population.  
Despite the push for alternatives to hospitalisation – semi acute primary care facilities, day care, step down care or hospital in the home, the fact remains Australia desperately needs more hospital beds. The AMA cited deficit is 3,750 beds nationally.  

We have on a per capita basis, 2.5 times as many doctors and twice as many nurses as we did in 1960. Employed doctors and nurses have also increased 20% since 1995. 

What this hides however, is the failure of planners and trainers to adapt to the changing expectations of modern graduates, the near certainty they will not spend their lives in clinical practice and that the proliferation in undergraduate places and medical schools paradoxically threatens standards. 

In 2012, 3,000 medical graduates will need internships, twice that of 2006. Governments better be ready, because the public isn’t.

Including large numbers of complementary therapists, allied health professionals, ambos and social workers, we have 477,800 Australians working to provide better health – up 50% over the past 20 years. 
What has all this delivered for us?

THE MIRACLES OF MODERN MEDICINE

Before returning to the problems facing the system and what might be done, some context is needed. Our health is good and getting better. Since 1960:
· Average life expectancy has increased 10 years – 10.8 years for men and 9.3 years for women.

· Infant mortality has declined by 75% – from 19.5 deaths per 1,000 live births, to 4.7.

· Deaths from circulatory diseases have declined 70% from their mid 20th century peak.
· Deaths from injury and poisoning have declined 50%, from respiratory diseases and infections by 40% and deaths from other diseases fell 30%.

Only cancer remains a stubbornly persistent killer of Australians despite quantum leaps in treatment. Had Malcolm Gillies not lost his life to it, what might he make of healthcare today?

He would be stunned by new medicines that just in recent years have:

· Helped reduce asthma mortality by 28% through the 1990’s.

· Improved cancer survival rates and minimised the adverse effects of chemotherapy.

· Dramatically improved the treatment of gastric and duodenal ulceration, cholesterol, memory loss, diabetes, allergies, migraine and endocrine diseases.  

Add to this, extraordinary advances in medical technology, including: 

· Robotics, laparoscopy, Lasers, microscopes and other surgical advances.
· PET, MRI and CT scanning

· Minimally invasive devices to diagnose and treat people with cardio and cerebrovascular diseases.

· Insulin pumps and simple blood-glucose monitoring kits for diabetics.

· Joint prostheses that have revolutionised life, especially for older Australians.
· Quantum leaps in anaesthesia and minimally invasive surgery, enabling operations on younger, older and sicker patients.
· Mapping of the genome with all its clinical applications.
And through all the horror stories, Malcolm Gillies would be inspired by daily medical miracles, including here at his hospital. 
Several years ago, my friend suffered viral carditis.

Having consulted two dismissive GPs, he finally found his way to Royal North Shore. His life was saved by the professionalism, care and resources of this hospital.

The paradox for me was that when I entered the hospital at two o’clock in the morning, the first thing I met was a cockroach. The attitude and enthusiasm of the staff belied the weary state of the building within which they worked.

Beyond sensationalist headlines are stories of inspiration given us by those of you who perform them through force of dedicated commitment – in spite of the system, bureaucrats and politicians.  

MONEY AND MEDICINE: THE FUTURE CHALLENGE

These triumphs of modern medicine explain largely why health expenditure has pressured budgets.
It also explains why the tobacco industry argued in the early nineties through commissioned economic modelling, that smoking contributes to lower, long term costs – through earlier deaths! 

The 2005 Productivity Commission report, The Impacts of Advances in Medical Technology in Australia, documented drivers of higher healthcare costs. It estimated that in the preceding decade:

· Ageing of the population accounted for 15% of annual per-capita expenditure growth.

· Rising incomes of Australians accounted for a further 37%.

But the most significant inflator of health expenditure was technology, accounting for 47% of the annual per-capita expenditure growth
.

The extraordinary potential of stem cell research, nanotechnologies and super computing to medicine will be exceeded only by the cost. 
As living standards improve we expect to live longer, fuller lives with more choice and control. 

It’s called progress.  However, progress comes with a cost frequently denied at both an individual and government level.  

There are enormous cost pressures to confront. There have been for some time.
The real pressures of an ageing population have as yet, barely been felt.

Those in search of financial sobriety should read the Intergenerational Report – commissioned in 2002 and every five years, to forecast forty year economic and demographic impacts.

Life expectancy over the next forty years will grow another 7 years for men and 6 for women.

It forecasts a rapid collapse in age dependency ratios. Today there are five people of working age for every one Australian over the age of 65 and under 15.  Forty years from now, there will be just half that (2.4).

This in turn, will place a drag on economic growth. Australia has averaged 3.5% annual GDP growth through the last 40 years.  The Intergenerational Report projects growth will drop to 2.4% for the next 40 (years). 

Ageing will exponentially escalate health costs.  

It is projected health spending by the Australian government would need to almost double as a proportion of GDP. Spending on pharmaceuticals will need to almost quadruple as a proportion of GDP, to cope with increased demand while maintaining current services and access.

But it is not what we know that will most shape the future. It is that which we don’t. 
New knowledge from research, new technologies, medicines – it could go anywhere, but for costs the only way is up as we live longer.

It is clear that a major adjustment to public expectations and who pays is coming as surely as new treatments themselves.
MONEY AND MEDICINE: DIFFICULT OPTIONS
This leaves policy makers with extremely difficult choices, none of which are politically palatable. It demands leadership of the kind we have not seen since the introduction of the Goods and Services Tax.

The first option is to increase taxes. This would undermine Australia’s competitiveness in a global economy, discourage hard work, reduce savings and stifle initiative – all crucial for economic growth. The Medicare levy, originally intended to fund Medicare, raises little more than 10% of what is needed to meet its outlays.  

The second option is not an option, but a necessity. And that is to grow our economy as much as we sustainably can. This means lifting productivity.  

Advocates of increased health spending cannot go into the public arena, demand more money and then snuggle into bed at night refusing to contemplate broader economic reforms out of a misplaced sense of ‘social justice’.

In plain language this means a commitment to boost education, training, research and development. It means reform in every area from investment in innovation and technology to industrial relations, telecommunications, a myriad of cross border taxes and transport. 

The third option is to redirect government expenditure from other areas to health.

With so many competing legitimate demands on the budget, this will not be easy.  Of the $66 billion spent in the recent economic stimulus packages, the Government chose not to allocate any to health. The prioritisation of health can never be assumed.

Had then Opposition Leader, Kevin Rudd, picked up a stethoscope instead of laptop and proclaimed a ‘Health Revolution’ rather than an ‘Education Revolution’, the nation’s hospitals would now be bursting with money instead of the sick. 

The fourth option is to improve the efficiency of the system itself. 

Whether it is the computerisation of medical records, management of theatres, staffing – no one should resist reasonable efficiency gains.

The fifth option is where, in part, Australia will be forced to go. That is, those who are able to do so may be asked to pay – or pay more, for the healthcare they receive.

Only weeks ago, the NSW Government foreshadowed the ongoing viability of universal ‘free’ health care should not be assumed, with its Director-General of Health warning of collapse within five years. 

I have heard similar honesty before. In 1991 the Western Australian Labor Government became the first to question recent generational orthodoxy. Its health minister, the Hon Keith Wilson facing extreme pressure on his state’s health budget, proclaimed he “could no longer accept the ideal that public hospitals provide free service no matter what a person’s income”.

We currently maintain a façade.

Our politicians feed an expectation of world class hospital care, immediately available at no or little cost to the public. As a consequence the hospitals ration services in diverse ways including queuing ambulances, hot bedding patients, rationing intensive care beds, longer waiting lists, closing outpatients, neglecting training and taking a year to pay bills.

One half of Medicare – public hospitals, provides for our needs and is subject to serious rationing. 

The other half of Medicare – outpatient services, is uncapped and caters for the endless wants of far too many Australians.

Universal health care should not mean universal queues and inferior care. 

Health is not cost free.  

Some suggest prevention as a panacea. Self evidently, avoiding illness and disease where possible is to be supported. The $6 billion annual cost of obesity, tobacco use and alcohol abuse is serious money. 

The renewed emphasis on preventative health and ‘refocussing’ health to prevention is welcomed. But if these were instantly eradicated, health costs will shift to later life and other diseases.

There is further reason for a degree of caution.

It will give Australians no comfort to be told there is no money to treat their disease because it is being spent stopping someone else from getting it. 

Anyone harbouring alternative views has no sense of political reality.

THE IMPORTANCE OF PRIVATE HEALTH

It is in the context – of ensuring sustainability and maintaining quality, that affordable access to private healthcare is to be supported.
A strong private health sector helps the public system. It provides choice and the opportunity for comparison of access and outcomes with the public sector whilst alleviating the pressures on it.  
In 1993, then Health Minister Graham Richardson revealed modelling of Medicare’s viability assumed that at least 40% of the population would carry private insurance. 

He recognised that as people drop out of private health insurance, fewer are left to pay for it, turbo-charging premiums in a diminished membership pool as queues for public hospitals lengthen. 

Recent years have seen the further absurdity of governments seeking to deal with public hospital waiting lists by contracting to the private hospitals.  

By the time I got into Parliament, the coverage rate had fallen to 34% – below the critical mass necessary for a viable public – and – private system.

A suite of measures including the Private Health Insurance rebate, Lifetime Health Cover and the Medicare Levy Surcharge – not to mention political leadership that actually encouraged the private sector, breathed new life into it.

This has brought stability to the health system.

In the decade to 2005-06, separations in private hospitals increased by 1.2 million, or 47% per capita. In contrast, separations from public hospitals increased by 6% per capita. 

At the same time, per capita expenditure on public hospitals increased by 49% in real terms.  That’s 49% more funding for 6% more patients treated, almost certainly reflecting the sicker profile of those treated.

But how much more stressed would public hospitals now be, had private hospitals not taken those 1.2 million extra patients?

The Rudd government announced in its recent budget a complex system of means testing of the private health insurance rebate. The bottom line is $1.9 billion out of the pockets of those paying for their own health-care.

Consequent health insurance downgrades and dropouts will have an impact.
Those Australians left in private health insurance – and it is worth remembering there are 1 million of them earning less than $26,000 a year – will bear an increasing share of the costs. These are the people who know they really need it. As premiums rise, the pressure is to drop out and rely on the ‘free’ public hospitals.  

This is the second successive year that the new Government has targeted private health, having last year raised the income level at which the Medicare Levy Surcharge applies. Absurdly the Government marketed this as a ‘tax cut’. The end result was it was a net $300 million removed from health.  
There is a consistent philosophy deeply rooted in sections of the political class that sees public health as being the gold standard in need of government support. The reality is that the public system can only be as good as the private sector that complements it.
Whatever policy prescriptions are proposed for the future, diminishing support for the private sector cannot be amongst them.

It is also ideology that prevents addressing an immediate problem – management of Australia’s public hospitals. 

Without significant management reform, more money will simply subsidise deeply entrenched flaws. 
OVERHAULING MANAGEMENT

I faced many challenges in Defence, a portfolio with its own management idiosyncrasies.  

But I offer this observation.

The previous government was generous to Defence, increasing funding 47% in real terms over eleven years. Health funding on the other hand, increased 88% in real terms – twice the increase to defence. 

One essential difference is that it is easier to see a direct link between increased funding and improved capability in Defence, than in Health.
As Defence Minister, I could demonstrate substantial improvements to capability, both of equipment and personnel. 

Defence responded to the extraordinary demands placed on it – border protection, regional stabilisation, security, peacekeeping and deployment in large numbers to distant parts of the world.

Australia’s degraded Defence Force of 15 years ago could simply not have done this.
Despite more generous funding increases for health, it’s harder to see the same degree of improvement. Indeed, the angry grandfather outside the Nepean Hospital in 2007 clearly thought things worse.  

How could this be? 
While Defence is the sole responsibility of one tier of government, improvements to Health are frustrated by duplication on the one hand and aggressive cost shifting on the other. 

While new funding for Defence is allocated to specific improvements, federal funding for hospitals is basically handed over. In New South Wales, funding is not activity based and is therefore less likely to be managed in such a way that drives outcomes. 

While Health and Defence have large bureaucracies, responsibility for decision-making in Defence’s core activities at least, lies with leaders on the ground.  
In health, bureaucracy is stifling, compounded by the apparent disproportionate preference of many who work in the system to be ‘officers’ barking orders from a clipboard, than a ‘soldier’ on the front line of patient care.

Health has not one but nine bureaucracies, each competing with the other and all funded by the same taxpayers. 

Each of these issues – dysfunction between tiers of government, funding disconnected from outcomes and stifling bureaucracy – are canvassed at length in the Special Commission of Inquiry into Acute Care Services at NSW Public Hospitals (the Garling Report), along with the interim report of the new National Health and Hospitals Reform Commission.

My experience is that when two or more tiers of government share responsibility, the incentives are to minimise investment whilst maximising political return. Whether it is roads, schools, hospitals – every government, state and federal is desperately trying to work out how to get the biggest political bang for the buck. 

The case for co-ordinating health funding from a single source is overwhelming.  

If one tier of government funded all aspects of health, there would be little incentive for states to transfer patients and costs from hospitals to federally funded alternatives like GP or specialist services, pharmaceuticals or aged care facilities.  

It would also be more difficult to blame inadequately funded federal programmes as an excuse for overcrowded hospitals.

One example, among many, is that the Federal Government lists a new drug on the Pharmaceutical Benefits Scheme (PBS) at a cost of tens of millions of dollars a year. Hospital admission, readmission and complication rates for a particular disease fall. Commonwealth costs are up from both the drug and Medicare funding outpatient services. 

The State Government has already stopped dispensing drugs to patients on discharge, instead providing them with a prescription for which the Commonwealth will pay. Hospital outpatient clinics have all but disappeared, further diminishing the quality of training and teaching, and a Medicare funded clinic instead operates across the road. Meanwhile the State works out how to close some beds or otherwise save off the back of the Federal Government’s decision.  

In moving to a single funder though, it is critical that it be used to drive outcomes, rather than the budget being simply handed over to be ‘managed’.  

As the Health and Hospitals Reform Commission reported, when funding is allocated for services provided – as is the case in Victoria where case-mix funding has been in place for fifteen years – hospitals must treat patients in order to get paid. 

When a hospital receives a level of funding irrespective of the number of patients and procedures – as remains the case in New South Wales – the order is to manage within budget. The easiest way of keeping within budget it to ration services, cut staff, delay paying bills, postpone buying equipment or shift patients to other providers.  

A hospital’s budget should depend more on the level of health care it can provide, than the level of health care it can avoid.  

An even more important reform to management, particularly in New South Wales, is to break the shackles of centralised bureaucracy.

It is against this centralisation of the health system that some of the most damning evidence in the 1,195-pages of the Garling report is directed.  

One highly qualified witness said:
“In terms of governance, over my 25 years, early on as a clinician and then more recently as an executive, both in this country and in other countries, there has been a palpable shift of governance towards the centre. I have seen enough of this now to believe that it has been an abject failure.”
Centralised decision making creates a number of unacceptable problems for management of the health system.

It leads to a misallocation of resources.  Between 2001 and 2006 there was a 69% increase in medical administrators and nursing directors – by far the biggest increase of any category of Australia’s health workforce.  
A majority of Australian States now boast more health bureaucrats than hospital beds.

As Milton Friedman once observed “useless work drives out useful work”.  

Bureaucratisation creates inertia.  Clinicians told the Garling Inquiry, there has been a serious deterioration in the timeliness and decisiveness of management. Numerous requests of, or reports to management, simply disappear into the ‘ether’.

Centralised bureaucracy isolates management from local problems.  

The Greater Western Area Health Service is geographically larger than Germany. 

Richard Western is regional director of the Maari Ma Health Aboriginal Corporation. Prior to amalgamation in 2005, he had access to the CEO of the Far West Area Health Service.  He is now thousands of kilometres from head office despite the appalling health status of Indigenous Australians.

Centralised bureaucracy disempowers medical professionals. 
Westmead Hospital’s Dr Chapman explained that although he is responsible for a $50 million budget, he can’t authorise a replacement pager for a junior costing $169.
Other ridiculous examples include the requirement to get a form signed by three people up the ladder, then waiting five months for a plastic pager holder worth $5.90. Why also does it take 7 months to get a $10 computer mouse?  

Disempowerment erodes morale. Professor Michael Cousins, Director and Head of the Department of Anaesthesia and Pain here at Royal North Shore, didn’t mince his words: 
“After 50 years of observing this hospital, I'm sad to say that over the last 10 to 12 years there has been a progressive and, I would have to say, increasing erosion of morale, commitment and loyalty to the institution…. I, like many others, are on a knife edge, of feeling that we've just about tolerated as much as we can and we are considering leaving…I would feel an enormous sense of loss – not loss for myself, but a sense of loss for what might happen to the service that I have tried so very hard to build...one of the key issues is a lack of delegation of decision-making…We still bear the responsibility for the clinical services, quality and the safety...The problem from my point of view (is) it’s been very difficult to get a decision.”
Garling himself concluded: 

“During the course of this inquiry, I have identified one impediment to good, safe care which infects the whole public hospital system.  I liken it to the Great Schism of 1054.  It is the breakdown of good working relations between clinicians and management which is very detrimental to patients.  It is alienating the most skilled in the medical workforce from service in the public system.  If it continues, NSW will risk losing one of the crown jewels of the public hospital system: the engagement of the best and brightest from the professionals who are able to provide world-class care.”

DIFFICULT CHOICES

In facing the future, healthcare needs honest leadership from those prepared to provide it. This is even more so now that the foreseeable future is one of significant Commonwealth and State debt, collapsing age dependency ratios, increasingly expensive emerging technologies and medicines, and ever lengthening life expectancies.

The first priority is for the nation’s political leadership to recognise that the expectations held by Australians for healthcare cannot – and will not, be met under current policy settings. Something has to give. 

We receive less care and of a lower quality, pay more taxes, undertake major administrative reform, reallocate resources from other areas or accept that health cannot be universally ‘free’. 

The second priority is to move to a single funder.

As long as Canberra argues with the States, there is little incentive for change and even less for further resources.

The obvious government to take on this role is the Commonwealth given it already funds approximately half the public hospitals, Medicare outpatient services, aged care, pharmaceuticals and universities who should have a much more significant role in teaching and training.

Responsibility for administering the public hospitals should remain with the States – as long we have them. Anyone who thinks centralising administrative responsibility in Canberra will lead to better patient outcomes is delusional. The Commonwealth should mandate outcomes, both of the hospitals and of the states.

That this is necessary, underlines the need for real reform of Australia’s Constitution in relation to the federation and its three tiers of government.

The third priority should be to re-empower those who actually deliver services in public hospitals and the communities they serve. Hospitals need and deserve local control.

As Australia’s Education Minister I administered public funding to each of the nation’s 39 publicly funded universities. They in turn administered themselves through their Councils. Universities have onerous reporting requirements although remain still far from models of efficiency, despite significant reforms driven over the past decade. 

But the point is that they are big, autonomous, they are expected to deliver and if they don’t, you know who is responsible – in the institution and in government.

If hospitals return to boards or a similar model, they will have community ‘ownership’. They will also be run by people accountable to those who work within them and include, as a part of their charter, advocacy for the hospital. 

Why would you continue to work in a hospital whose management cannot make the key decisions that allow you to do your work? How can you be expected to work for managers who run the risk of being sacked for publicly campaigning on your behalf and that of your patients?

Once, a hospital board asked of its clinicians what was necessary to provide medical and surgical services to the community. Having tested the information, the board set about getting those resources.

Today, a clipboard carrying official from head office tells staff what the budget is and to provide a service that fits. Anyone resisting it can look for alternative employment, which is sadly what many of our best professionals have done. 

Peter Garling’s recommendations seek to redress some of this with the Greater Metropolitan Clinical Innovation and Enhancement Agency, Executive Clinical Directors and local managers. The so called “four pillars of reform” are a step in the right direction. They are however, another layer of bureaucracy. 

Many of his other recommendations, ironically, characterise the public hospital system in which I trained 25 years ago – careful supervision of junior staff, multidisciplinary teamwork, evaluation of clinical processes, regular ward rounds, structured handover of clinical information, engagement with carers and unit leadership by academic clinicians with questioning minds. 

But without management by the hospital for the hospital; broader systemic reform and even more resources, meaningful change is questionable.

CONCLUSION

Finally, to my medical colleagues – especially those still grappling with the reality of fee paying golden retrievers treated more efficiently than their aged owners, I offer some advice.

In my early postgraduate years I believed that if I placed the interests of each individual patient above all else, everything would fall into place. I would need neither professional organisations, nor a significant focus on ‘community’.

I learned though, that we have three principal obligations. 

The first is indeed to individual patients – ‘Umbirima Fides’, to always act in the utmost good faith.

The second obligation is to the community and the epidemiological aspects of health.

The third responsibility, no less than the first two and upon which discharging those responsibilities rests, is to society. 

Doctors, nurses and health professionals must be prepared to use influence to challenge and change the thinking of those who profess to lead. Caring professions now face unprecedented challenges to the fiduciary ethos upon which they are based. 

Some doctors have chosen to neither speak out nor support those who do, preferring instead to concentrate only on patients within their care, accepting the limitations of the environment in which they work.

A preoccupation with one person and one only, ignores the costs imposed on others.

To focus only on the individual patient, refusing to participate in decisions of resource allocation - is to abrogate responsibilities to those who miss out.

It also leaves decisions to be made by the worst of all groups – government.

No one should be desensitised to the agony of resource allocation. For that is what it is, agony.

Governments, always natural predators of all that is dear to the medical profession, have designed a system that stifles and penalises voices of dissent. It takes courage to summon the moral responsibility to do so.

To those beginning your career, as was Malcolm Gillies when his life was taken by cancer, I offer this advice.

Your ultimate success will depend on three things.

The first is your capacity to keep an open mind, one that is open to new ideas and people. Those who close their mind invariably set themselves up for failure.

The second is to nurture and protect the inner integrity of your intellect. Only this will allow you to develop ideas, to challenge and change the thinking of so many in medicine and life that yield to slowly to that which is new and different.

The third is the humanity that you show towards others. Some people lead from position, others from principle. Rarely comes a person who does both. But irrespective of any status you acquire, you will be remembered for who you are and the way you treated others.

Amongst you, Malcolm Fisher is but one, stunning example.

A professional life without principle is invariably an empty one.

And of the problems and solutions facing Health and Hospitals, who better than T. S. Elliot?

We shall not cease from exploration

And the end of all our exploring

Will be to arrive where we started

And know the place for the first 

T.S. Elliot
BRENDAN NELSON

APPENDIX – HEALTH THEN AND NOW

	
	1960/61
	1995/96
	2005/06

	Total Health Expenditure
	£332 mill

	$41.3 bill

	$89.6 bill


	Government Health Expenditure
	£118 mill
	$28.1 bill
	$58.9 bill

	Total Public Hospital Expenditure
	£109.3 mill

	$11.3 bill
	$24.3 bill

	Total Health Expenditure ($05/06)
, per capita

	$664
	$2,887
	$4,329

	Government Health Expenditure ($05/06), per capita
	$229
	$1,964
	$2,884

	Public Hospital Expenditure ($05/06), per capita
	$212
	$790
	$1,175

	Total Health Expenditure (% of GDP)

	1.4%
	5.4%
	6.2%

	Government Health Expenditure (% of GDP)
	3.9%
	8.0%
	9.3%

	Public Hospital Expenditure (% of GDP)
	1.3%
	2.2%
	2.5%

	Number of Hospitals – Public
	745

	738
	755

	Number of Hospitals – Private 
	395
	463
	536

	Number of Hospitals – Total 
	1,140
	1,201
	1,291

	Number of Hospital Beds – Public 
	58,200

	59,758

	54,601


	Number of Hospital Beds – Private 
	11,700
	23,780
	27,217

	Number of Hospital Beds – Total 
	69,900
	83,538
	81,818

	Total number of Doctors in Australia
	12,320

	44,156

	60,252


	Total number of Nurses in Australia
	63,816
	179,990
	244,360

	Doctors per 100,000 Australians
	117
	241
	291

	Nurses per 100,000 Australians
	605
	983
	1,181

	Life expectancy (years)
 - Males
	67.9
	
	78.7

	Life expectancy (years) - Females
	74.2
	
	83.5

	Infant mortality (deaths per 1,000 live births)

	19.5
	
	4.7

	Deaths from circulatory disease (per 100,000)

	783.6
	
	207.7

	Deaths from injury (per 100,000 population)
	80.1
	
	38.3

	Deaths from respiratory diseases (per 100,000)
	94.3
	
	49.0

	Deaths from cancer (per 100,000)
	187.8
	
	181.3


� The report’s quoted figures have been recalculated, taking out the 22% of rising costs attributed to growth in the population, to calculate the per capita figures.  


� AIHW, Interactive Expenditure Data, �HYPERLINK "http://www.aihw.gov.au/cognos/cgi-bin/ppdscgi.exe?DC=Q&E=/expenditure/hex_aust1_2008"�National health expenditure, 1960-61 to 2002-03� (Total and Govt)


� AIHW, Australia’s Health, 1998 (Total and Govt spending for Health and Hospitals)


� AIHW, Australia’s Health, 2008 (Total and Govt spending for Health and Hospitals)


� ABS Yearbook Australia, 1963


� Adjusted for changes in CPI: 1960/61 – 2005/06 (multiple of 20.5, which includes a 2 for 1 swap from pounds to dollars in 1966); 1995/96 – 2005/06 (multiple of 1.28)


� Adjusted for Populations of: 10,548,300 in 1961; 18,310,700 in 1996; 20,698,900 in 2006


� Adjusted for GDP: £8.6 billion in 1960/61; $518.1 billion in 1995/96; $967.5 billion in 2005/06


� Colin Grant, Australian hospitals : operation and management, 2nd ed. Longman, Melbourne, 1983 (1963 hospital numbers)


� J. S. Deeble, Health expenditure in Australia 1960-61 to 1975-76, ANU Health Research Project, Research Report no. 1, 1978 (1961 bed numbers)


� AIHW, Australia’s Health, 1998 (1995 public and private hospital beds)


� AIHW, Australia’s Health, 2008 (2005 public and private hospital beds)


� ABS Yearbook Australia, 1965 (1961 doctor and nurse numbers)


� 1996 Census Data (1996 doctor and nurse numbers)


� AIHW, Australia’s Health, 2008 (2005 doctor and nurse numbers)


� AIHW, Australia’s Health, 2008 (Life expectancies, 1960-62 & 2004-06, male and female)


� AIHW, Australia’s Health, 2008 (Infant mortality, 1960 & 2006)


� AIHW Mortality data base, age standardised using Australian standard 2001 population (all diseases)
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